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DIRECT TESTIMONY OF WILLIAM E. GREENLAW  1 

ON BEHALF OF AT&T ILLINOIS 2 

 3 

I. INTRODUCTION AND SUMMARY 4 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 5 
 6 
A. My name is William Eric Greenlaw.  I am an Area Manager with AT&T Services Inc., 7 

and currently work in the AT&T Wholesale & Regulatory Policy support organization.   8 

My business address is 311 S. Akard Street, Dallas, TX 75202. 9 

 10 

Q. PLEASE DESCRIBE YOUR EDUCATION AND EMPLOYMENT EX PERIENCE. 11 
 12 
A. I have a Bachelor of Business Administration in Marketing from the University of 13 

Oklahoma in Norman, Oklahoma.  My career with AT&T Services Inc. and its affiliates 14 

spans over 19 years, the last 15 of which have been spent working in wholesale 15 

organizations that support and interact with Competitive Local Exchange Carriers 16 

(“CLECs”) and Commercial Mobile Radio Service (“CMRS”) providers.  I have held 17 

management positions in customer care, sales and sales support, product management, 18 

segment marketing, and wholesale customer and regulatory support. 19 

 20 

Q. WHAT ARE YOUR CURRENT RESPONSIBILITIES? 21 

A. I provide regulatory support, including testimony, for various wholesale products and 22 

their pricing; support negotiations of interconnection agreements (“ICAs”) pursuant to 23 

the federal Telecommunications Act of 1996 (“1996 Act” or “Act”) between the AT&T 24 

incumbent local exchange carriers (“ILECs”) and CLECs and CMRS providers; 25 
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participate in state commission and judicial proceedings; and help ensure the AT&T 26 

ILECs’ continuing compliance with the requirements of the Act. 27 

 28 

Q ON WHOSE BEHALF ARE YOU PROVIDING THIS TESTIMONY?  29 
 30 
A. I work on behalf of the AT&T ILECs throughout AT&T’s 22-state ILEC territory, 31 

including Illinois.  The AT&T ILEC in Illinois is Illinois Bell Telephone Company, d/b/a 32 

AT&T Illinois, which I will refer to as “AT&T Illinois.”  Also, I will refer to Sprintcom, 33 

Inc., WirelessCo, L.P., NPCR, Inc. d/b/a Nextel Partners, and Nextel West Corp. 34 

collectively as ” Sprint.”   35 

 36 

Q. HAVE YOU TESTIFIED BEFORE OTHER STATE COMMISSION S? 37 
 38 
A. Yes.  I have provided oral and/or written testimony before the public service 39 

commissions of Michigan, Missouri and Florida.   40 

 41 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 42 
 43 
A. I address issues in this arbitration related to billing and payment, namely, Issues 50, 51, 44 

52, 53, 57, 58 and 60. 45 

 46 

II. ISSUES 47 

ISSUE 50: Should the definition of “Cash Deposit” and “Letter of Credit” 48 
be Party neutral? 49 

 50 
(GT&C Sections 2.20, 2.68) 51 

 52 
Q. PLEASE DESCRIBE THIS ISSUE. 53 
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A. Sections 2.20 and 2.68 of the General Terms and Conditions (“GT&C”) portion of the 54 

ICA define “Cash Deposit” and “Letter of Credit,” respectively, and those two terms are 55 

then used in the provisions of the ICA that govern deposits, which are the subject of Issue 56 

51, which I address next.  One of the parties’ disagreements in Issue 51 concerning the 57 

deposit language is whether only Sprint should be subject to a possible deposit 58 

requirement before it purchases products and services under the ICA, as AT&T Illinois 59 

maintains, or whether both parties should be subject to the deposit language, as Sprint 60 

maintains.  That disagreement carries over to the definitions of “Cash Deposit” and 61 

“Letter of Credit” that are the subject of Issue 50.  Specifically, AT&T Illinois would 62 

define a “Cash Deposit” as a deposit held by AT&T Illinois, while Sprint would define it 63 

as a deposit held by “a Party.”  Similarly, AT&T Illinois’ definition of “Letter of Credit” 64 

contemplates that Sprint may provide a Letter of Credit as a deposit, while Sprint’s 65 

definition contemplates that either party may.  66 

 67 

Q. SO THE ONLY QUESTION PRESENTED BY ISSUE 50 IS WHETHER THE 68 
DEFINITIONS OF “CASH DEPOSIT” AND “LETTER OF CREDIT ” SHOULD 69 
REFLECT THAT BOTH PARTIES ARE SUBJECT TO THE DEPOSI T 70 
REQUIREMENTS THAT ARE THE SUBJECT OF ISSUE 51? 71 

A. That is the primary disagreement.   Also, however, AT&T Illinois’ proposed definition of 72 

“Letter of Credit” references the use of the AT&T Illinois “Letter of Credit” form, and 73 

Sprint has not accepted that reference.  The disputed language is shown in bold 74 

underlined font below:  75 

2.68 “Letter of Credit” means the unconditional, irrevocable standby bank letter 76 
of credit from a financial institution acceptable to AT&T Illinois  naming AT&T 77 
Illinois  as the beneficiary(ies) thereof and otherwise on the AT&T Illinois 78 
Letter of Credit form.   79 
 80 
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Q. WHY DOES SPRINT OBJECT TO THE REFERENCE TO AT&T ILLINOIS’ 81 
LETTER OF CREDIT FORM? 82 

 83 
A. I do not know; Sprint does not address this point in its Position Statement on the Decision 84 

Point List (“DPL”).1  This may just be another manifestation of Sprint’s position that the 85 

deposit language should be reciprocal.  If Sprint does not explain its position on the 86 

Letter of Credit form in its direct testimony, the Commission should resolve that part of 87 

the issue in favor of AT&T Illinois.  If Sprint does explain its position, I will respond in 88 

my rebuttal testimony. 89 

 90 

Q. PUTTING ASIDE THE REFERENCE TO THE LETTER OF CRE DIT FORM, 91 
HOW SHOULD THE COMMISSION RESOLVE ISSUE 50? 92 

 93 
A. In my discussion of Issue 51(a), I will explain why the deposit language in the ICA 94 

should apply only to Sprint.  The Commission should adopt AT&T Illinois’ definitions of 95 

“Cash Deposit” and “Letter of Credit” for the same reasons. 96 

ISSUE 51(a): Should the deposit requirement apply to both parties or only to 97 
the requesting carrier? 98 

 99 
  (GT&C Section 9.0 and all subsections) 100 
 101 

ISSUE 51(b): Should the ICA provide that no deposit requirement is 102 
required as of the Effective Date based upon Sprint’s and AT&T’s 103 
dealings with each other under their previous interconnection 104 
agreements?  105 

 106 
 (GT&C Section 9.1) 107 
 108 

                                                 
1  When I refer to the DPL in this testimony, I am referring to the version of that document that AT&T Illinois 

filed with its Response to Sprint’s Petition for Arbitration on October 29, 2012.  Similarly, the Issue 
Descriptions in this testimony (e.g., “Should the definition of ‘Cash Deposit’ and ‘Letter of Credit’ be Party 
neutral?”) are taken from that version of the DPL.  
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ISSUE 51(c): Under what circumstances should a deposit be required and 109 
what should be the amount of the deposit? 110 

 111 
(GT&C Sections 9.2 and 9.5) 112 
 113 

ISSUE 51(d):   What other terms and conditions governing deposits 114 
should be  included in the ICA?  115 

 116 
  (GT&C Sections 9.3, 9.4, and 9.6 - 9.14) 117 
 118 
Q. GENERALLY, WHAT IS A “DEPOSIT” AS THAT TERM IS U SED IN 119 

CONNECTION WITH ISSUE 51? 120 
 121 
A. When AT&T Illinois provides products and services to Sprint pursuant to the ICA, it is 122 

providing those products and services on credit, because AT&T Illinois does not bill 123 

Sprint until after the products and services are provided.  Like other businesses that sell 124 

on credit, AT&T Illinois, and other carriers, typically wish to be able to obtain a deposit 125 

from their customers – especially customers that are a credit risk – in order to be assured 126 

that they will receive the payment that is due. 127 

 128 

Q. DOES AT&T ILLINOIS SEE SPRINT AS A SIGNIFICANT C REDIT RISK? 129 
 130 
A. Sprint has generally not been a significant credit risk. 131 

 132 

Q. THEN WHY DOES AT&T ILLINOIS WANT TO BE ABLE TO D EMAND A 133 
DEPOSIT FROM SPRINT? 134 

 135 
A. I will discuss this in more detail below, but there are two reasons.  First, other carriers 136 

may adopt Sprint’s ICA under Section 252(i) of the 1996 Act.  Because of that, AT&T 137 

Illinois needs the ICA to include deposit terms that are reasonable vis-à-vis other carriers, 138 

not just Sprint.  Second, while Sprint has not been a significant credit risk in the past, 139 

Sprint’s financial condition, and thus Sprint’s creditworthiness, could change. 140 
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 141 

Q. WHAT ARE THE PARTIES’ DISAGREEMENTS CONCERNING D EPOSIT 142 
LANGUAGE? 143 

 144 
A. The parties agree in principle that the ICA should include deposit language, but there are 145 

several disagreements about the deposit provisions.  First, Sprint contends that the deposit 146 

language should apply equally to both parties, while AT&T Illinois maintains that it 147 

should apply only to Sprint.  Second, Sprint proposes that no deposit be required as of the 148 

Effective Date of the ICA.  AT&T Illinois disagrees; while AT&T Illinois has no present 149 

intention to demand a deposit as of the Effective Date, it should be permitted to do so in 150 

the unexpected event that Sprint’s financial condition degrades between now and the 151 

Effective Date to the point that would warrant a deposit.  Third, the parties disagree about 152 

the circumstances under which a deposit may be required, and about the appropriate 153 

amount of the deposit.  Finally, the parties disagree about some miscellaneous deposit 154 

language. 155 

 156 

Q. BEFORE YOU FOCUS ON THE SPECIFICS, PLEASE EXPLAIN THE 157 
IMPORTANCE OF DEPOSIT PROVISIONS IN GENERAL. 158 

 159 
A. As I stated above, when a carrier obtains services from AT&T Illinois, it is buying on 160 

credit.  AT&T Illinois terminates the carrier’s calls and provides the carrier with other 161 

services before the carrier pays it for those services.  Some carriers do not pay their bills 162 

– either because they do not have the money or because they dispute the bills.  And not 163 

infrequently, carriers that dispute their bills lose those disputes, but are by then in 164 

bankruptcy, or are otherwise unable or unwilling to pay what they owe.  I give a recent 165 

example of this in my discussion of Issue 57.  There, I talk about a carrier called Halo, 166 
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which owes AT&T Illinois more than $2.25 million but is in bankruptcy, so that AT&T 167 

Illinois will never see that money.  168 

 169 

Deposits are a critically important protection against excessive losses resulting from non-170 

payment of bills.  Just as any company that sells on credit may reasonably ask purchasers 171 

for a deposit, and is most apt to want a deposit from newer customers or customers whose 172 

financial condition is uncertain, so AT&T Illinois reasonably asks carriers that do not 173 

have an established credit history with AT&T Illinois or whose financial condition is 174 

shaky to make appropriate deposits. 175 

 176 

Q. DOES ILLINOIS LAW PERMIT TELECOMMUNICATIONS CARR IERS TO 177 
DEMAND DEPOSITS FROM THEIR RETAIL CUSTOMERS? 178 

 179 
A. Yes.  Section 735.100 of Title 83 of the Illinois Administrative Code allows carriers to 180 

demand deposits from new customers that do not provide satisfactory credit information, 181 

and Section 735.110 allows carriers to demand deposits from existing customers that pay 182 

their bills late.  Section 735.120 caps deposit amounts at two months’ estimated charges 183 

for residential customers and four months’ for business customers.  There is no reason 184 

that the deposit provisions in a wholesale interconnection agreement should exactly track 185 

the rule that applies to retail customers.  The Code provisions are significant, however, 186 

because they recognize that a deposit is a reasonable and accepted mechanism to 187 

minimize a service provider’s losses to customers that are credit risks.  188 

 189 

Q. CAN YOU QUANTIFY THE LOSSES THAT AT&T ILLINOIS’ DEPOSIT 190 
LANGUAGE IS DESIGNED TO PROTECT AGAINST? 191 
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 192 
A. Yes.  From 2008 through third quarter 2012, AT&T ILECs had to write off more than 193 

$390 million in uncollectible losses to CLECs and CMRS providers.  Further, the five 194 

AT&T ILECs in the Midwest region (Michigan, Illinois, Indiana, Ohio and Wisconsin) 195 

wrote off almost $112 million in uncollectible losses from 2002 through third quarter 196 

2012,2 of which $34 million was attributable to Illinois.3   197 

 198 

Q. HAS THE ILLINOIS COMMERCE COMMISSION RECOGNIZED THE 199 
IMPORTANCE OF DEPOSIT PROVISIONS IN INTERCONNECTION  200 
AGREEMENTS? 201 

 202 
A. In 2004, SBC Illinois (as AT&T Illinois then was) was negotiating a multi-state 203 

interconnection agreement with a CLEC called Level 3, and Level 3 initiated an 204 

arbitration in Illinois, and in other states. The parties eventually settled, but only after 205 

Administrative Law Judge Gilbert issued a Proposed Arbitration Decision (“PAD”).  In 206 

that PAD, Judge Gilbert stated, “While SBC (or any carrier that provides services before 207 

receiving payment) should be permitted to take appropriate measures to assure payment 208 

(or compensation for non-payment), not all such measures reflect sound policy.”4  Judge 209 

Gilbert said this in the course of rejecting an SBC Illinois proposal that would have 210 

subjected Level 3 to a deposit demand in Illinois if Level 3 failed to pay bills in other 211 

states.  No such issue is presented here.  It is significant, though, that Judge Gilbert 212 

                                                 
2  The reason for the reference to the four-year period for AT&T ILECs in general versus the ten-year period for 

the Midwest region is that older records are not available for certain regions outside the Midwest. 
3  The Illinois amount was spread among 77 CLECs and CMRS providers that purchased products and services 

from AT&T Illinois under ICAs.   
4  Administrative Law Judge’s Proposed Arbitration Decision, Docket No. 04-0428, Level 3 Communications, 

L.L.C. Petition for Arbitration Pursuant to Section 252(b) of the Communications Act of 1934, as amended by 
the Telecommunications Act of 1996, and the Applicable State Laws for Rates, Terms, and Conditions of 
Interconnection with Illinois Bell Telephone Company (SBC Illinois) (Dec. 23, 2004), at 4.   
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recognized that SBC Illinois “should be permitted to take appropriate measures to assure 213 

payment.”    214 

 215 

Q. ONE LAST QUESTION BEFORE YOU TURN TO THE SPECIFI C ISSUES:  DO 216 
YOU HAVE A GENERAL OBSERVATION ABOUT SPRINT’S PROPO SED 217 
DEPOSIT LANGUAGE? 218 

 219 
A. Yes.  As will become apparent when I discuss Sprint’s proposals for when a deposit can 220 

be requested and the maximum amount of the deposit, Sprint, while seemingly agreeing 221 

in principle that it is appropriate for a purchaser that presents a credit risk to make a 222 

deposit, is proposing language that is so restrictive that it amounts to no meaningful 223 

deposit requirement at all. 224 

 225 

Q. BEFORE YOU GET TO THAT, WHAT IS THE DISAGREEMENT  WITH 226 
RESPECT TO RECIPROCITY OF THE DEPOSIT PROVISIONS TH AT IS THE 227 
SUBJECT OF ISSUE 51(a)? 228 

 229 
A. AT&T Illinois maintains that only Sprint (and carriers that adopt Sprint’s ICA) should be 230 

subject to the ICA’s deposit requirements.  Sprint, on the other hand, maintains that 231 

AT&T Illinois should be subject to the same deposit requirements.   232 

 233 

Q. WHY SHOULD AT&T ILLINOIS NOT BE SUBJECT TO THE D EPOSIT 234 
REQUIREMENTS? 235 

 236 
A. There are three reasons.  First, AT&T Illinois will be billing Sprint considerably more 237 

under the ICA than Sprint will be billing AT&T Illinois.  For example, Sprint will be 238 

paying AT&T Illinois for interconnection facilities under the ICA, while AT&T Illinois 239 
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will not be obtaining any interconnection facilities from Sprint.  Obviously, the party that 240 

will be doing the most billing has a greater need for the protection afforded by a deposit.   241 

 242 

Second, because other carriers may well adopt Sprint’s ICA with AT&T Illinois, AT&T 243 

Illinois has to assume that other carriers with which it does business – including carriers 244 

that are significant credit risks – will have the same deposit language that Sprint does.  245 

Sprint, on the other hand, does not need to worry about other ILECs (such as small rural 246 

ILECs) adopting AT&T Illinois’ ICA with Sprint, because the law does not permit that.  247 

Thus, Sprint need only concern itself with whether it needs a deposit from AT&T Illinois, 248 

not with its needs vis-à-vis any other carriers. 249 

 250 

And, third, Sprint has no possible need for a deposit from AT&T Illinois.  AT&T Illinois 251 

is backed by AT&T, Inc., which, as of November 30, 2012, was the 10th largest company 252 

in the United States by market value.  Not surprisingly, and in contrast to the substantial 253 

losses AT&T Illinois and other AT&T ILECs have suffered from non-paying CLECs and 254 

CMRS providers, AT&T Illinois simply does not fail to pay its undisputed bills under an 255 

interconnection agreement.  Sprint has no need to worry about AT&T Illinois’ ability to 256 

pay. 257 

 258 

Simply put, AT&T Illinois needs the protection afforded by the deposit requirement – 259 

whether vis-à-vis Sprint or carriers that may adopt Sprint’s ICA – while Sprint has no 260 

need for any such protection vis-à-vis AT&T.    261 

 262 
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Q. WHAT BASIS DOES SPRINT GIVE FOR MAKING THE DEPOS IT 263 
PROVISIONS RECIPROCAL? 264 

 265 
A. I do not see anything in Sprint’s Position Statement in the DPL that explains why Sprint 266 

thinks the deposit requirement should be reciprocal.  Sprint’s Position Statement for Issue 267 

51 says only, “Sprint’s language should be included in the Agreement.  Sprint’s language 268 

imposes reasonable constraints that will prevent a Party from demanding a deposit unless 269 

warranted by extreme circumstances.  Absent such circumstances there is too great a risk 270 

that a Party could attempt to use a deposit mechanism as a competitive weapon to 271 

needlessly encumber the Billed Party’s capital.”    272 

 273 

Q. IS SPRINT’S ASSERTION THAT THE DEPOSIT COULD BE USED AS A 274 
COMPETITIVE WEAPON A VALID REASON FOR MAKING THE DE POSIT 275 
REQUIREMENT RECIPROCAL? 276 

 277 
A. No.  Even if there were a legitimate reason for concern about the deposit being used as a 278 

competitive weapon, that would not be a reason for making the deposit requirement 279 

reciprocal. 280 

 281 

That said, I would add that there is no reason for concern about AT&T Illinois using the 282 

deposit requirement as a competitive weapon.  Certainly, this Commission has never 283 

found that AT&T Illinois abused a deposit requirement.  Moreover, I have researched the 284 

matter and have found no record of any state commission having found that any AT&T 285 

ILEC did such a thing.  Beyond that, I can assure the Commission that AT&T Illinois’ 286 

deposit language, and AT&T Illinois’ demands for deposits pursuant to that language, are 287 

driven solely by AT&T Illinois’ well-founded concern that it needs these assurances of 288 
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payment in order to avoid substantial losses due to non-payment of undisputed bills – not 289 

by a desire to encumber a competitor’s capital.  In fact, even though most of AT&T 290 

Illinois’ 143 active interconnection agreements allow AT&T Illinois to demand a deposit, 291 

AT&T Illinois currently holds a deposit from only 19 of the 143 CLECs and CMRS 292 

providers.  Clearly that is not indicative of AT&T Illinois requesting deposits from 293 

carriers to encumber their capital or otherwise further some type of anti-competitive 294 

agenda. 295 

 296 

Furthermore, AT&T Illinois pays interest on the cash deposits it holds, in accordance 297 

with the terms and conditions in its ICAs, so carriers that make a deposit earn interest on 298 

the deposit.  AT&T Illinois has no interest in being a “bank” of sorts for CLECs and 299 

CMRS providers, and so has no inclination to request deposits from carriers for any 300 

reason other than to be assured of payment.  Sprint has produced no evidence of AT&T 301 

Illinois (or any other AT&T ILEC) abusing a deposit requirement or using the deposit 302 

requirement as a tool to “encumber the capital” of other carriers.   303 

 304 

Q. DOES AT&T ILLINOIS CURRENTLY HAVE A DEPOSIT FROM  SPRINT? 305 
 306 
A. AT&T Illinois is not currently holding a deposit from Sprint.  But if Sprint’s financial 307 

condition were to deteriorate to an extent that warrants a deposit, there is no reason that 308 

AT&T Illinois shouldn’t be permitted to request a deposit per the terms and conditions of 309 

the ICA.   310 

 311 
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Q. HAS THE ISSUE OF RECIPROCITY BEEN ADDRESSED BY ANY STATE 312 
COMMISSIONS? 313 

 314 
A. Yes.  AT&T Illinois’ position is consistent with the Tennessee Regulatory Authority’s 315 

(“TRA”) decision in Docket No. 03-00119, in which the TRA agreed that BellSouth and 316 

the CLEC were not similarly situated and that deposit requirements therefore should not 317 

be reciprocal.5  The Georgia Public Service Commission ruled the same way.6  318 

 319 

Q. WHAT IS YOUR CONCLUSION ABOUT ISSUE 51(a)? 320 

A. Sprint – and, therefore, any carrier that adopts Sprint’s ICA – should be subject to the 321 

deposit requirement.  AT&T Illinois should not.   322 

 323 

Q. WHICH PART OF ISSUE 51 WILL YOU DISCUSS NEXT? 324 

A. I am going to jump to Issues 51(c) and 51(d), and will then address 51(b).  As will 325 

become apparent, Issue 51(b) relates to 51(c) and 51(d) in a way that makes it appropriate 326 

to discuss those issues first.  327 

 328 

Q. WHAT DO ISSUES 51(c) AND 51(d) CONCERN? 329 

A. These issues relate to the circumstances under which a deposit should be required, how 330 

the deposit amounts are calculated, and when a deposit should be returned.   331 

 332 

                                                 
5  See Final Order of Arbitration Award, TRA Docket 03-00119, Petition for Arbitration of ITC DeltaCom 

Communications, Inc. with BellSouth Telecommunications, Inc. Pursuant to the Telecommunications Act of 
1996 (Oct. 20, 2005), Decision on Issue 60(a), at 66. 

6  See Order, Docket No. 16583-U, Petition for Arbitration of ITC DeltaCom Communications, Inc. with 
BellSouth Telecommunications, Inc. Pursuant to the Telecommunications Act of 1996 (Ga. Pub. Serv. Comm’n 
Jan. 14, 2004), Decision on Issue 60(a), at 16. 
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Q. ARE THE PARTIES’ COMPETING PROPOSALS SIMILARLY S TRUCTURED? 333 
 334 
A. Roughly, yes, but AT&T Illinois’ language is more robust and detailed than Sprint’s, and 335 

that greater robustness and detail is necessary.  The relationship between two 336 

telecommunications companies that are parties to an interconnection agreement is 337 

complex, with significant financial ramifications.  Such financial ramifications need to be 338 

addressed with clear, appropriately detailed contract language that mitigates the risks to 339 

the parties.  As I will explain, AT&T Illinois’ deposit language provides detail that is 340 

 341 

Q. ARE THERE DIFFERENCES IN THE PARTIES’ LANGUAGE G OVERNING 342 
WHEN A DEPOSIT IS APPROPRIATE? 343 

 344 
A. Yes, there are significant differences. 345 

 346 

Q. UNDER WHAT CIRCUMSTANCES DOES AT&T ILLINOIS’ PRO POSAL 347 
PERMIT AT&T ILLINOIS TO REQUEST A DEPOSIT? 348 

 349 
A. AT&T Illinois’ language in GT&C subsections 9.2.1 through 9.2.4 provides that a 350 

deposit may be requested under the following circumstances: 351 

9.2.1 If based on AT&T Illinois’ analysis of the AT&T Illinois Credit Profile 352 
and other relevant information regarding Sprint’s credit and financial 353 
condition, there is an impairment of the credit, financial health, or credit 354 
worthiness of Sprint.  Such impairment will be determined from 355 
information available from Third Party financial sources; or  356 

 357 
9.2.2 Sprint fails to timely pay a bill rendered to Sprint by AT&T Illinois 358 

(except such portion of a bill that is subject to a good faith bona fide 359 
dispute and as to which Sprint has complied with all requirements set forth 360 
in Section 11.3 below); and/or  361 

 362 
9.2.3 Sprint’s gross monthly billing has increased, AT&T Illinois reserves the 363 

right to request additional security (or to require a security deposit if none 364 
was previously requested) and/or file a Uniform Commercial Code (UCC-365 
1) security interest in Sprint’s “accounts receivables and proceeds”; or  366 
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 367 
9.2.4 When Sprint admits its inability to pay its debts as such debts become due; 368 

has commenced a voluntary case (or has had an involuntary case 369 
commenced against it) under the U. S. Bankruptcy Code or any other law 370 
relating to insolvency, reorganization, winding-up, composition or 371 
adjustment of debts or the like, has made an assignment for the benefit of 372 
creditors or is subject to a receivership or similar proceeding.  373 

 374 

Q. WHY ARE THOSE APPROPRIATE CIRCUMSTANCES FOR A DE POSIT 375 
REQUEST? 376 

 377 
A. The purpose of the deposit provisions is to provide assurance of payment, taking into 378 

account both a carrier’s payment history and its ability to pay its bills in the future.  Each 379 

of the four enumerated conditions appropriately serves that purpose.  Plainly, it may be 380 

appropriate for AT&T Illinois to request a deposit if Sprint’s creditworthiness or financial 381 

health is impaired (§ 9.2.1), or if Sprint fails to pay its bills (§ 9.2.2) or is demonstrably 382 

unable to pay its debts as they come due (§ 9.2.4).  Likewise, if Sprint’s purchases under 383 

the ICA increase, it may be appropriate for AT&T Illinois to request an increased deposit 384 

or, if no deposit was previously required, an initial deposit (§ 9.2.3).  385 

 386 

Significantly, AT&T Illinois’ language does not require a deposit in any of these 387 

circumstances.  Instead, it provides only that AT&T Illinois may request a deposit.  If an 388 

established carrier like Sprint fails to timely pay a bill or increases its monthly purchases, 389 

AT&T Illinois may well decide, taking all pertinent factors into account, not to request a 390 

deposit.  Based on AT&T Illinois’ history with Sprint, there would likely be 391 

circumstances in which AT&T Illinois reasonably would not request a deposit from 392 

Sprint even though it would request a deposit from a less established carrier under the 393 

same circumstances.   394 
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 395 

Q. UNDER WHAT CIRCUMSTANCES DOES SPRINT’S LANGUAGE PERMIT A 396 
REQUEST FOR A DEPOSIT? 397 

 398 
A. Sprint’s language does not allow for a deposit under practically any of the circumstances 399 

in which a deposit might reasonably be required.  Under Sprint’s language, AT&T 400 

Illinois could not request a deposit even if Sprint suffered enormous financial set-backs 401 

that utterly destroyed Sprint’s creditworthiness, or if Sprint admitted it could not pay its 402 

debts when they came due.  There is only one circumstance in which Sprint’s language 403 

would allow for a deposit, and that is if the billed party actually fails to pay its bills.  404 

Specifically, Sprint’s proposed GT&C section 9.2 states that the Billing Party may 405 

request a deposit only “If, (i) the Billed Party does not pay undisputed charges due 406 

under this Agreement for more than fifteen (15) business days after the original Bill 407 

Due Date(s), (ii) Billed Party does not cure such failure to pay within ten (10) days of 408 

Billing Party’s subsequent written notice to Billed Party of such non-payment, and (iii) 409 

Billed Party’s total unpaid undisputed charges due under this Agreement is more than 410 

one-hundred thousand dollars ($100,000.00).”  411 

 412 

Q. IS SPRINT’S PROPOSAL REASONABLE? 413 
 414 
A. Absolutely not.  On the contrary, the notion that a purchaser of goods or services on 415 

credit would be subject to a deposit requirement only after it has actually failed to pay its 416 

bills strikes me as unreasonable.  No rational business would limit itself to demanding a 417 

deposit only when its customer has actually failed to pay its bills.  Given that AT&T 418 

Illinois should be able to request a deposit from a carrier that presents a credit risk, which 419 

Sprint does not appear to dispute, it follows that it would be unreasonable to allow AT&T 420 
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Illinois to request a deposit only after the carrier has actually failed to pay its bills and – 421 

as Sprint proposes – has failed to cure the non-payment to the tune of $100,000 or more.  422 

Surely AT&T Illinois should be allowed to request a deposit from a customer that (for 423 

example) is rated as a serious credit risk by an impartial third party (such as Dun & 424 

Bradstreet or Moody’s) that assesses creditworthiness, or that admits it is unable to pay 425 

its debts as they come due.  AT&T Illinois’ proposed language appropriately allows for 426 

that, while Sprint’s does not.  427 

 428 

Q. WHAT IS THE DIFFERENCE BETWEEN THE PARTIES REGAR DING THE 429 
AMOUNT OF THE DEPOSIT? 430 

 431 
A. Under AT&T Illinois’ proposed GT&C section 9.5, the deposit amount is capped at three 432 

months’ anticipated billings.  Sprint’s proposed section 9.5, in contrast, would limit the 433 

deposit to the lesser of “the Billed Party’s total monthly billing under this Agreement for 434 

one month or fifty-thousand dollars ($50,000.00).” 435 

 436 

Q. WHAT IS THE RATIONALE FOR AT&T ILLINOIS’ PROPOSA L? 437 
 438 
A. Under sections 10 and 11 of the ICA, if a carrier stops paying its bills, AT&T Illinois 439 

must continue to provide service to the carrier until (i) the Bill Due Date has passed, (ii) 440 

AT&T Illinois has issued a Discontinuance Notice, and (iii) additional time has passed 441 

without the non-paying carrier curing its default.  AT&T Illinois and Sprint do not agree 442 

about the timing of that sequence (see Issue 58).  All told, though, AT&T Illinois’ 443 

exposure to a carrier that stops paying its bills is approximately equal to three months’ 444 

billings.  Accordingly, in order to avoid loss, AT&T Illinois proposes that it be permitted 445 
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to request a deposit in an amount up to three months’ anticipated billings.  (If the 446 

Commission approves AT&T Illinois’ proposed escrow provisions, which are the subject 447 

of Issue 53, AT&T Illinois’ exposure would be reduced in instances where the past due 448 

balances were related to a billing dispute and AT&T Illinois would agree to cap deposits 449 

at two months’ anticipated billings.) 450 

 451 

Q. WHAT IS YOUR REACTION TO SPRINT’S PROPOSAL TO LI MIT THE 452 
DEPOSIT AMOUNT TO THE LESSER OF ONE MONTH’S TOTAL B ILLING 453 
OR FIFTY THOUSAND DOLLARS? 454 

 455 
A. That proposal is unreasonable.  Indeed, it confirms that Sprint, while unwilling to stake 456 

out the conspicuously weak position that there should be no deposit requirement, is, as a 457 

practical matter, seeking no deposit requirement.  If a carrier’s bills run to more than 458 

$50,000 per month (as Sprint’s bills do), then a deposit cap of $50,000 would obviously 459 

fail to provide the assurance of payment that is the universally understood purpose of a 460 

deposit requirement.  And the $50,000 is even more obviously unreasonable when it is 461 

joined with Sprint’s proposal that no deposit can be requested unless a party is in arrears 462 

by at least $100,000.  For that matter, even the one-month cap is unreasonable. 463 

 464 

Q. HAS THE ILLINOIS COMMERCE COMMISSION EVER ADDRES SED WHAT 465 
IS AN APPROPRIATE DEPOSIT AMOUNT IN AN ARBITRATION?  466 

 467 
A. Yes, and its decision strongly supports AT&T Illinois’ position.  In Docket No. 04-0469, 468 

a CLEC, MCI, proposed that the deposit amount be capped at one month’s billings, as 469 
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Sprint proposes here, while AT&T Illinois (SBC Illinois, as it then was) proposed three 470 

months.7  The Commission resolved the issue in favor of AT&T Illinois, stating: 471 

Both parties to the Agreement understand and accept the role deposits play in this 472 
ICA, particularly based on the past history of the parties.  SBC seems to accept 473 
Staff’s proposal . . . that the terms regarding deposit be consistent throughout the 474 
Agreement.  Both Sections 9.3.3 and 9.10 should request a three-month payment 475 
requirement . . . .  Although 83 Ill. Adm. Code 735.120(a) caps the amount at four 476 
months, it leaves room for the parties to agree to a lesser amount.  It appears from 477 
SBC’s statements that three months’ deposit is sufficient, and that will be 478 
adopted.8  479 
 480 

Q. WHAT IS THE DISAGREEMENT REGARDING THE RETURN OF  A CASH 481 
DEPOSIT? 482 

 483 
A. Each party proposes language that governs when a deposit will be returned.  Sprint 484 

proposes a GT&C section 9.7 that would provide for a deposit to be returned if the party 485 

that made the deposit establishes 12 consecutive months of good credit history.  AT&T 486 

Illinois’ proposed GT&C sections 9.12 – 9.12.2, in contrast, provide for a deposit to be 487 

returned based on a more comprehensive consideration of the party’s payment history.  488 

AT&T Illinois’ language even allows for one bill during a twelve month period to be paid 489 

after the Bill Due Date, provided that the carrier has complied with the terms and 490 

conditions regarding the handling of billing disputes and payment/disposition of Disputed 491 

Amounts.  More importantly, AT&T Illinois’ language also addresses the issue of the 492 

carrier’s overall creditworthiness. 493 

 494 

                                                 
7  Arbitration Decision, Docket No. 04-0469, MCI Metro Access Transmission Services, Inc., MCI WorldCom 

Communications, Inc., and Intermedia Communications Inc. Petition for Arbitration of Interconnection Rates, 
Terms and Conditions, and Related Arrangements with Illinois Bell Telephone Company Pursuant to Section 
252(b) of the Telecommunications Act of 1996 (Nov. 30, 2004), at 13. 

8  Id. at 15. 
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Q. DO YOU SEE A PARALLEL BETWEEN THIS DISAGREEMENT AND THE 495 
PARTIES’ DISAGREEMENT CONCERNING THE CIRCUMSTANCES UNDER 496 
WHICH A DEPOSIT CAN BE REQUESTED IN THE FIRST PLACE ? 497 

 498 
A. Definitely.  In both instances, Sprint’s proposal is inappropriately simplistic, while 499 

AT&T Illinois’ appropriately takes into account the whole constellation of considerations 500 

that a rational business would take into account in deciding when to request a deposit 501 

and, here, when to return a deposit.  Sprint might say that its proposals have the virtue of 502 

being more black-and-white than AT&T Illinois’.  Sprint’s black-and-white proposals, 503 

however, are unreasonable.  And while Sprint might say that the latitude afforded by 504 

AT&T Illinois’ proposals could be abused, the fact of the matter, as I discussed above, is 505 

that neither AT&T Illinois nor other AT&T ILECs abuse the deposit provisions in their 506 

ICAs.  Instead, they use those provisions to at least try to mitigate the enormous losses 507 

they have suffered as a result of carriers not paying their bills.  508 

 509 

Q. BUT IF A CARRIER TIMELY PAYS ITS BILLS FOR TWELV E MONTHS, 510 
WHY SHOULD IT NOT GET ITS DEPOSIT BACK BASED ON THA T FACT 511 
ALONE, AS SPRINT PROPOSES? 512 

 513 
A. AT&T Illinois recognizes the importance of establishing a good payment history and 514 

gives that factor significant weight when it assesses creditworthiness.   However, a carrier 515 

that is in shaky financial condition could short-pay or default on other obligations in an 516 

effort to meet the limited criteria for return of deposit with AT&T Illinois if its ICA 517 

permitted a return of the deposit based only on twelve months of good payment history.   518 

The carrier could then, upon obtaining return of that deposit, stop paying the AT&T 519 

Illinois invoices on a timely basis and potentially default on a past due amount.    520 

 521 
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Q. IF THAT HAPPENED, COULDN’T AT&T ILLINOIS JUST RE QUEST 522 
ANOTHER DEPOSIT AND STILL BE PROTECTED? 523 

 524 
A. AT&T Illinois certainly would be able to request another deposit, but as the tens of 525 

millions of dollars in uncollectible write-offs in Illinois over the past ten years confirms, 526 

assurance of actually receiving the payment at that point is far from guaranteed.   527 

Conversely, if the assessment of creditworthiness is incorporated into the evaluation of 528 

whether a return of a cash deposit is warranted, then that situation is likely avoided.   529 

 530 

Q. AT&T ILLINOIS’ PROPOSED DEPOSIT LANGUAGE CONTEMP LATES A 531 
CASH DEPOSIT OR, ALTERNATIVELY, A LETTER OF CREDIT OR A 532 
SURETY BOND.  (SEE GT&C SECTIONS 9.4, 9.5 ET SEQ.).  DOES SPRINT 533 
OBJECT TO THOSE ALTERNATIVE FORMS OF SECURITY? 534 

 535 
A. I do not know.  Sprint apparently opposes the provisions relating to letters of credit and 536 

surety bonds, but I do not know if that is because Sprint is actually opposed to those 537 

forms of security or if Sprint has not accepted AT&T Illinois’ language concerning those 538 

forms for another reason; Sprint says nothing in its Position Statement on the DPL that 539 

sheds light on this.  All I can say on the subject at this point is that AT&T Illinois’ 540 

language concerning letters of credit and surely bonds is reasonable; I will say more in 541 

my rebuttal if Sprint addresses these matters in its direct testimony. 542 

 543 

Q. YOU DEFERRED YOUR DISCUSSION OF ISSUE 51(b) UNTIL AFTER YOU 544 
ADDRESS 51(c) AND 51(d).  PLEASE EXPLAIN ISSUE 51(b). 545 

 546 
A. The disagreement is simple.  Sprint proposes that the ICA provide that no deposit will be 547 

required as of the Effective Date of the ICA.  Specifically, Sprint’s proposed GT&C 548 

section 9.1 states: 549 
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Based upon the Parties’ experience throughout the time any interconnection 550 
agreement between the Parties has been in effect, no deposit amount is required 551 
from either Party as of the Effective Date.   552 
 553 

 AT&T Illinois objects to that language.   554 

 555 

Q. IF, AS YOU STATED EARLIER, AT&T ILLINOIS IS NOT CURRENTLY 556 
HOLDING A DEPOSIT FROM SPRINT, WHY DOES AT&T ILLINO IS OBJECT 557 
TO A PROVISION THAT PROVIDES FOR NO DEPOSIT AS OF T HE 558 
EFFECTIVE DATE?  559 

 560 
A. This takes us back to the parties’ disagreement under Issue 51(c) concerning the 561 

circumstances under which a deposit can be requested.  Regardless of which party’s 562 

position the Commission adopts on that issue, the language that Sprint is proposing here 563 

does not work.  If the Commission adopts AT&T Illinois’ position on Issue 51(c), then 564 

the ICA will permit AT&T Illinois to request a deposit during the term of the ICA if, for 565 

example, Sprint’s financial condition is impaired.  It is unlikely that that will happen 566 

during the time between the Commission’s arbitration decision and the Effective Date of 567 

the ICA, but if one of them were to happen, AT&T Illinois should be allowed to exercise 568 

its right to request a deposit.  Again, AT&T Illinois has not requested a deposit from 569 

Sprint in the past, and does not expect that it will do so when the parties’ new ICA 570 

becomes effective, but that is not a reason for sticking language in the ICA that would 571 

prohibit AT&T Illinois from doing so if the circumstances that warrant a deposit happen 572 

to be present at that time. 573 

 574 

Q. YOU SAID THAT SPRINT’S PROPOSAL MAKES NO SENSE REGARDLESS 575 
OF WHICH PARTY’S POSITION THE COMMISSION ADOPTS ON ISSUE 576 
51(c).  WHY IS THAT THE CASE IF THE COMMISSION ADOP TS SPRINT’S 577 
POSITION ON THAT ISSUE? 578 
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 579 
A. It is hard for me to imagine that the Commission would adopt Sprint’s position on Issue 580 

51(c), but if it did, that would mean AT&T Illinois could request a deposit only if Sprint 581 

failed to pay at least $100,000 in undisputed bills and then failed to cure the default.  I do 582 

not expect Sprint to do that, but if it did, then obviously AT&T Illinois should not be 583 

prohibited from requesting a deposit. 584 

 585 

Q. IS THERE ANOTHER REASON THAT SPRINT’S PROPOSAL O N ISSUE 51(b) 586 
SHOULD BE REJECTED? 587 

 588 
A. Yes.  Sprint’s language would prohibit AT&T Illinois from requesting a deposit on the 589 

Effective Date, but would allow AT&T Illinois to request a deposit at any time after that, 590 

under the circumstances the Commission finds appropriate when it resolves Issue 51(c).  591 

As a practical matter, it simply does not make sense to include language in the ICA that 592 

would prohibit AT&T Illinois from requesting a deposit on just that one day. 593 

 594 

Q. IS THERE ANOTHER REASON FOR AT&T ILLINOIS’ OPPOS ITION TO 595 
SPRINT’S PROPOSED GT&C SECTION 9.1? 596 

 597 
A. Yes.   Another significant concern is that AT&T Illinois must make its ICA with Sprint 598 

available for adoption by other carriers pursuant to Section 252(i) of the 1996 Act.  If 599 

Sprint’s proposed section 9.1 were included in the ICA, any carrier that adopted the ICA 600 

would likely take the position that AT&T Illinois could not request a deposit on the 601 

Effective Date of that carrier’s ICA, no matter how poor the carrier’s credit.   602 

 603 

Q. BUT WOULDN’T THE LANGUAGE THAT SPRINT IS PROPOSI NG FOR 604 
SECTION 9.1 ALLOW AT&T ILLINOIS TO ARGUE THAT THE A DOPTING 605 
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CARRIER IS NOT ENTITLED TO THE BENEFIT OF THAT PROV ISION IF 606 
THE ADOPTING CARRIER DOES NOT HAVE THE HISTORY WITH  AT&T 607 
ILLINOIS THAT SPRINT HAS? 608 

 609 
A. AT&T Illinois could make that argument, but it is not clear to me how the argument 610 

would be resolved, and AT&T Illinois should not be put in the position of having to 611 

litigate that issue.   612 

 613 

Q. HOW SHOULD THE COMMISSION RULE ON ISSUE 51(b)? 614 

A. The Commission should rule in favor of AT&T Illinois.  Sprint’s proposed prohibition of 615 

a deposit request on the Effective Date makes no sense, is inconsistent with the 616 

provisions that describe the circumstances in which a deposit may be required, and could 617 

promote disputes between AT&T Illinois and carriers that adopt Sprint’s ICA – or, 618 

depending on how those disputes are resolved, could allow an adopting carrier that is a 619 

terrible credit risk to avoid having to provide a deposit on the Effective Date.   620 

 621 

Q. IN SUMMARY, WHAT IS YOUR RECOMMENDATION ON ISSUE  51? 622 
 623 
A. The Commission should adopt AT&T Illinois’ proposed deposit language, which 624 

provides appropriate protection to AT&T Illinois while treating fairly Sprint and any 625 

carriers that adopt Sprint’s ICA.  The deposit language should not be reciprocal, because 626 

AT&T Illinois is not a credit risk; will be billing Sprint (and other carriers) more than 627 

Sprint (or those carriers) bill AT&T Illinois; and has legitimate concerns about other 628 

carriers opting into this ICA that Sprint does not have.  A deposit request should be 629 

permitted whenever Sprint’s, or an adopting carrier’s, financial condition warrants a 630 

deposit, as it is under AT&T Illinois’ proposed language, and not just in the event of non-631 
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payment of bills under the ICA, as Sprint proposes.  Similarly, a deposit should not 632 

automatically be returned when the affected party timely pays its bills for 12 months, as 633 

Sprint proposes, but only when that party’s financial condition, including but not limited 634 

to timely payment history, so warrants.  The maximum amount of the deposit should be 635 

three months’ anticipated billings, which roughly corresponds to AT&T Illinois’ potential 636 

exposure as a result of non-payment, and not the lesser of $50,000 or one month’s 637 

billings, as Sprint proposes.  And, finally, there should be no exemption from the deposit 638 

provisions on the Effective Date of the ICA. 639 

 640 

ISSUE 52: Is it appropriate to include good faith disputes in the 641 
definitions of “Non-Paying Party” or “Unpaid Charge s”?9  642 

 643 
(GT&C Sections 2.77 and 2.124) 644 

Q. WHAT IS THE PARTIES’ DISAGREEMENT CONCERNING THE SE 645 
DEFINITIONS? 646 

 647 
A. The parties agree on all of the language in these two definitions, with one exception:  648 

Each definition includes a reference to “charges,” and Sprint proposes to insert the word 649 

“undisputed” before each of those references.  AT&T Illinois opposes the addition of that 650 

word. 651 

 652 

Q. HOW SHOULD THE COMMISSION ANALYZE THIS ISSUE? 653 
 654 
A. Because the disagreement concerns definitions, there is only one way to analyze the 655 

issue, and that is to examine how the defined terms are used in the ICA and to ask which 656 

                                                 
9  Issue 52 previously comprised a third term: “Past Due.”  The parties’ resolution of Issue 55 renders that 

disagreement moot. 



ICC Docket No. 12-0550 
AT&T Illinois Ex. 3.0 Greenlaw 

Page 26 
 

party’s definition yields the appropriate result.  For example, AT&T Illinois would define 657 

“Non-Paying Party” to mean a party that has not made payments of all billed amounts by 658 

the Bill Due Date, while Sprint would define “Non-Paying Party” to mean a Party that 659 

has not made payments of all undisputed amounts by the Bill Due Date.  Based on the 660 

definitions alone, it is impossible to decide which party is “right.”  To resolve the 661 

disagreement, one must look at how the term “Non-Paying Party” is used in the ICA, and 662 

decide whether, given the way it is used, the definition should or should not include the 663 

word “undisputed.” 664 

 665 

Q. IN CONTEXT, THEN, DOES THE TERM “NON-PAYING PART Y” WORK THE 666 
WAY IT SHOULD IN THE ICA WHEN ITS DEFINITION INCLUD ES THE 667 
WORD “UNDISPUTED” OR WHEN THE DEFINITION EXCLUDES T HAT 668 
WORD”? 669 

 670 
A. The term works properly when the word “undisputed” is not included in the definition.  671 

Sprint’s approach, in contrast, would render meaningless contract language on which the 672 

parties have agreed. 673 

 674 

Q. CAN YOU SHOW HOW AT&T ILLINOIS’ DEFINITION OF “N ON-PAYING 675 
PARTY” WORKS WITH AGREED LANGUAGE IN THE ICA? 676 

 677 
A. Yes.  Agreed language in GT&C section 11.3 states: “If the Non-Paying Party desires to 678 

dispute any portion of the Unpaid Charges, the Non-Paying Party must complete all of 679 

the following actions . . . .”  “Non-Paying Party,” as used there, obviously means a Party 680 

that has not paid Disputed Amounts. 681 

 682 
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Q. IF SPRINT’S PROPOSED DEFINITION OF “NON-PAYING P ARTY” WERE 683 
ADOPTED, WHAT IMPACT WOULD THAT HAVE ON SECTION 11. 3? 684 

 685 
A. It would effectively eliminate it from the ICA.  The point of section 11.3 is that if a party 686 

disputes a bill, that party – which the ICA denominates the “Non-Paying Party” – must 687 

do certain things.  Sprint wants “Non-Paying Party” to mean a party that does not pay 688 

undisputed charges.  If Sprint’s view were adopted, then a party disputing its bill would 689 

not be a Non-Paying Party and, therefore, would not have to do the things set forth in 690 

section 11.3.  That, in turn, would mean that section 11.3 would never apply.   This 691 

potential contradiction is a common thread throughout the GT&Cs when applying 692 

Sprint’s proposed definition in the sections where “Non-Paying Party” is used.   693 

 694 

Q. IS THERE ALSO DISPUTED LANGUAGE IN WHICH THE TER M “NON-695 
PAYING PARTY” IS USED? 696 

 697 
A. Yes.  AT&T Illinois proposes escrow language, which Sprint opposes in its entirety and 698 

which is discussed below under Issue 53, that uses the term “Non-Paying Party” several 699 

times, because under AT&T Illinois’ proposed language, the Non-Paying Party that 700 

disputes a bill is required to put the Disputed Amount in escrow.  If AT&T Illinois’ 701 

proposed escrow language is included in the ICA, as it should be, the term “Non-Paying 702 

Party” will be used many times in the ICA, in a context where the term must encompass 703 

the Billed Party that disputes a bill.   704 

 705 

Q. BUT WHAT IF THE COMMISSION REJECTS AT&T ILLINOIS ’ PROPOSED 706 
ESCROW LANGUAGE? 707 

 708 
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A. As I have explained, AT&T Illinois’ proposed definition of “Non-Paying Party” should 709 

be adopted for reasons separate and apart from the escrow provisions; even agreed 710 

language in the ICA simply does not work if this issue is not resolved in favor of AT&T 711 

Illinois. 712 

 713 

Q. TURNING TO THE TERM “UNPAID CHARGES,” HOW WOULD THE 714 
INSERTION OF THE TERM “UNDISPUTED” ALTER THE MEANIN G OF THE 715 
DEFINITION OF “UNPAID CHARGES” IN THE ICA? 716 

 717 
A. AT&T Illinois would define “Unpaid Charges” to mean any charges (undisputed and/or 718 

disputed) billed to the Non-Paying Party that are not paid by the Bill Due Date.  Sprint, 719 

on the other hand, contends that only undisputed charges not paid by the Bill Due Date 720 

should be considered as Unpaid Charges.  AT&T Illinois’ definition, like its definition of 721 

“Non-Paying Party.” works in the context of both agreed language and disputed 722 

language. 723 

 724 

Q. PLEASE EXPLAIN HOW AT&T ILLINOIS’ DEFINITION WOR KS WITH 725 
AGREED CONTRACT LANGUAGE. 726 

 727 
A. As I noted above, GT&C section 11.3 states: “If the Non-Paying Party desires to dispute 728 

any portion of the Unpaid Charges, the Non-Paying Party must complete all of the 729 

following actions . . . .”  To make the provision work, “Unpaid Charges” must – contrary 730 

to Sprint’s proposed definition – include charges that are disputed, as well as charges that 731 

are undisputed.    732 

 733 

Q. HOW IS THE TERM “UNPAID CHARGES” USED IN DISPUTE D LANGUAGE? 734 
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A. The term is used throughout AT&T Illinois’ proposed escrow language, which requires 735 

Unpaid Charges that the Billed Party disputes to be deposited in escrow.  Assuming the 736 

Commission adopts AT&T Illinois’ escrow language, as it should for reasons I discuss in 737 

connection with Issue 53, the term “Unpaid Charges” clearly must include disputed 738 

charges, since those are the charges to which the escrow requirement will apply.  As with 739 

“Non-Paying Party,” however, this issue should be resolved in favor of AT&T Illinois 740 

regardless of the escrow language, in order for the agreed language in which the term is 741 

used to work.  742 

 743 

ISSUE 53(a): Should a Party that disputes a bill be required to pay the 744 
disputed amount into an interest bearing escrow account pending 745 
resolution of the dispute? 746 

 747 
 (GT&C Sections 10.8, 10.8.1 – 10.9.2.5.3, 10.12, 10.12.1 – 10.12.4, 748 

10.13, 11.3.3, 11.3.4, 11.5.2 and 12.4.2) 749 
 750 

ISSUE 53(b): Should a Party that disputes a bill be required to use the 751 
preferred form or method of the Billing Party to communicate the 752 
dispute to the Billing Party?  753 

 754 
 (GT&C Section 10.8) 755 
 756 

ISSUE 53(c): Should the ICA refer to the Party that disputes and does not 757 
pay a bill as the “Disputing Party” or the “Non-Paying Party”? 758 

 759 
(GT&C Sections 10.8, 10.8.1 – 10.9.2.5.3, 10.12, 10.12.1 – 10.12.4, 760 
10.13, 11.3.3, 11.3.4, 11.5.2 and 12.4.2) 761 
 762 

Q. WHAT IS THE PRIMARY DISAGREEMENT IN ISSUE 53? 763 
 764 
A. AT&T Illinois proposes that if either party disputes the other’s bill, the disputing party 765 

must, subject to certain exceptions, deposit the disputed amount in an escrow account, so 766 

that once the dispute is resolved, the escrowed funds, along with the interest those funds 767 
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earn, can be disbursed in accordance with that resolution.  Sprint objects to having any 768 

escrow language in the ICA.   769 

 770 

Q. THAT APPEARS TO BE THE QUESTION POSED BY ISSUE 53(a).  WHAT 771 
ABOUT ISSUES 53(b) AND 53(c)? 772 

 773 
A. Issue 53(a) is indeed the core issue concerning the inclusion or exclusion of escrow 774 

provisions in the ICA, and that will be the focus of this part of my testimony.   775 

 776 

Issue 53(b) addresses the question whether a party that disputes a bill must use the 777 

preferred form or method of the Billing Party.  I will discuss this when I address Issue 60, 778 

which presents the same question.   779 

 780 

Issue 53(c) concerns whether the Party that disputes and does not pay a bill should be 781 

referred to as the “Disputing Party” or “Non-Paying Party.”  The answer to that question 782 

depends on the outcome of Issue 53(a):  If the Commission rules that the ICA should 783 

require disputed amounts to be deposited in escrow, then the term “Non-Paying Party” 784 

meshes properly with the escrow language, while the use of “Disputing Party” does not; 785 

if the Commission rules against AT&T Illinois on the inclusion of escrow terms and 786 

conditions in the ICA, then the use of the term “Disputing Party” may be appropriate.   787 

 788 

Q. WHAT IS THE PURPOSE OF AT&T ILLINOIS’ ESCROW LAN GUAGE? 789 

A. The purpose is to ensure that if the billed party disputes a bill and the dispute is resolved 790 

in favor of the billing party, there will be funds available to pay what is owed.  AT&T 791 
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ILECs, including AT&T Illinois, have lost tens of millions of dollars in the following 792 

scenario:  A carrier disputes the ILEC’s bills, sometimes with no good faith basis; the 793 

dispute is resolved a year or two later in favor of the AT&T ILEC; the carrier files for 794 

bankruptcy; and the ILEC ultimately must write-off the wrongfully disputed amounts as 795 

uncollectible expense.  If the carrier is required to escrow disputed amounts, the ILEC is 796 

protected against such losses. 797 

 798 

Q. CAN YOU QUANTIFY THE LOSSES THE ESCROW REQUIREME NT 799 
PROTECTS AGAINST? 800 

 801 
A, Yes.  As I noted in my discussion of Issue 51, the AT&T ILECs have written off over 802 

$390 million in uncollectible losses under ICAs in the last four years, and the five AT&T 803 

ILECs in the Midwest Region have written off almost $112 Million in such losses in the 804 

last ten years, including over $34 million in Illinois. 805 

 806 

Q. SINCE YOU CITE THE SAME FIGURES TO SUPPORT AT&T ILLINOIS’ 807 
DEPOSIT LANGUAGE AND AT&T ILLINOIS’ ESCROW LANGUAGE , CAN 808 
THE COMMISSION INFER THAT IF IT ADOPTS AT&T ILLINOI S DEPOSIT 809 
LANGUAGE THERE WILL THEN BE NO NEED FOR THE ESCROW 810 
LANGUAGE? 811 

 812 
A. No.  While deposit provisions are certainly a critical mechanism to help protect the 813 

billing party against undeserved losses, the concepts of escrow and deposit are structured 814 

in AT&T Illinois’ proposed language to complement one another, not as alternatives.  815 

Escrow provisions are designed to ensure that funds are available to pay for charges that 816 

are disputed after the dispute is resolved.  Deposits address the overall creditworthiness 817 

of a party and are not tailored to the risk specific to a particular dispute.  In recognition of 818 
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the fact that there is some overlap, however, AT&T Illinois is willing, as I noted above, 819 

to accept a deposit amount equal to two months’ anticipated billings (rather than three) if 820 

its escrow language is adopted. 821 

 822 

Q. WHAT ARE THE KEY PROVISIONS OF AT&T ILLINOIS’ PR OPOSED 823 
ESCROW LANGUAGE? 824 

 825 
A. The language requires the Disputing Party to deposit any Disputed Amount (other than 826 

for reciprocal compensation) into an interest-bearing escrow account to be held by a 827 

qualifying financial institution designated as a Third-Party escrow agent.  Disbursement 828 

from the escrow account would occur upon resolution of the disputed issues in 829 

accordance with the ICA’s Dispute Resolution provisions.  If the Disputing Party loses 830 

the dispute, the Disputed Amounts held in escrow would be disbursed to the Billing 831 

Party.  If the Disputing Party wins the dispute, it gets its money back, with interest.  If 832 

there is a split decision on the dispute, the Billing Party and the Disputing Party will be 833 

reimbursed from the escrow account proportionately according to the resolution of the 834 

dispute.    835 

 836 

Q. YOU SAID THAT AT&T ILLINOIS’ PROPOSAL EXEMPTS CE RTAIN 837 
DISPUTES FROM THE ESCROW REQUIREMENT.  W HAT ARE THE 838 
EXCEPTIONS? 839 

 840 
A. There are three primary exceptions set forth in GT&C sections 10.8.1.1 – 10.8.1.3: 841 

 842 

First, subsection 10.8.1 provides that the disputing party need not escrow disputed 843 

amounts if the total disputed amounts do not exceed $15,000.  This exclusion recognizes 844 



ICC Docket No. 12-0550 
AT&T Illinois Ex. 3.0 Greenlaw 

Page 33 
 

that if the disputed amounts are relatively small, the associated risk is correspondingly 845 

small, and there is less justification for any burdens or costs associated with establishing 846 

or maintaining an escrow account.  847 

 848 

Second, subsection 10.8.2 provides that the disputing party does not have to escrow the 849 

disputed amount if it has established 12 consecutive months of timely payment history 850 

and if the total amount of its unpaid invoices does not exceed 10% of the then current 851 

monthly billing to that party.  This recognizes that the risk that the escrow requirement 852 

seeks to protect against is reduced when the disputing party is a timely payer and is 853 

disputing only a relatively small portion of its total bill. 854 

 855 

Third, subsection 10.8.1.3 provides that if the billed party believes a billed amount is 856 

incorrect because of an arithmetic or clerical error, the billed party can dispute the bill by 857 

bringing the error to the billing party’s attention without putting the erroneously billed 858 

amount into escrow, though an escrow may be required if it is not clear there was a 859 

billing error and the parties continue to disagree about the matter.  This exclusion 860 

recognizes that there are sometimes readily correctible errors in bills, and that the billed 861 

party should be able to bring such errors to the billing party’s attention without escrowing 862 

the affected amounts. 863 

 864 

Q. HOW DID THE EXCLUSIONS FROM THE ESCROW REQUIREME NT COME 865 
TO BE INCLUDED IN AT&T ILLINOIS’ PROPOSED LANGUAGE?  866 

 867 
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A. The exclusions have been added over the years in order to accommodate concerns that 868 

some carriers expressed about what they saw as the burdens of the escrow requirement.  869 

It has been clear for many years that an escrow requirement for disputed bills is essential 870 

to protect ILECs from multi-million dollar losses of the sort I have described, and 871 

initially, what is now AT&T Illinois’ standard escrow language broadly required that 872 

CLECs and CMRS providers deposit all disputed amounts in escrow, with none of the 873 

exclusions we have now. 874 

 875 

In response to carrier objections that they should not be burdened with an escrow 876 

requirement for small disputed amounts, AT&T Illinois added the $15,000 threshold – 877 

and then the related, but different, exclusion for carriers that are timely payers and that 878 

are not disputing the bulk of their bills.  In response to carrier objections that no escrow 879 

should be required when the dispute is about a routine clerical or arithmetic error, AT&T 880 

Illinois added that exclusion.  And the exclusion for reciprocal compensation disputes 881 

was also prompted in part by carrier concerns:  At one time, the standard escrow 882 

language applied only to CLEC and CMRS provider disputes, on the theory that ILECs 883 

were not bankruptcy risks.  Carriers complained about what they viewed as a lack of 884 

parity in that approach, and it was partly in response to that view that the exclusion for 885 

reciprocal compensation was added.  That exclusion maintains the position that ILECs 886 

are not bankruptcy risks (and thus need not escrow disputed amounts) while at the same 887 

time achieving parity of treatment, because AT&T Illinois’ language now applies equally 888 

to the carriers and AT&T Illinois. 889 

 890 



ICC Docket No. 12-0550 
AT&T Illinois Ex. 3.0 Greenlaw 

Page 35 
 

In short, AT&T Illinois’ proposed escrow language seeks to achieve, and does achieve, a 891 

balance between AT&T Illinois’ legitimate need for protection against substantial 892 

undeserved losses to CLECs and CMRS providers that dispute their bills and are then 893 

unable to pay them when this Commission or a court rules that they must and, on the 894 

other hand, legitimate carrier concerns about the scope and particulars of the escrow 895 

requirement. 896 

 897 

Q. OTHER THAN ENSURING THAT THERE ARE FUNDS AVAILAB LE TO PAY 898 
THE BILL IF THE DISPUTE IS RESOLVED IN FAVOR OF THE  BILLING 899 
PARTY, DO THE ESCROW PROVISIONS PROVIDE ANY OTHER BENEFITS? 900 

 901 
A. Yes.  The escrow requirement should discourage the assertion of frivolous billing 902 

disputes.  With no escrow requirement, the Billed Party can, in effect, make the Billing 903 

Party its banker by submitting a dispute rather than paying its bill – and some carriers 904 

have in fact done that.  If the Billed Party is required to escrow the disputed amounts, that 905 

behavior should be discouraged.  I do not mean to suggest that Sprint would engage in 906 

such machinations.   However, AT&T Illinois must concern itself with the likelihood that 907 

other carriers will adopt Sprint’s ICA pursuant to Section 252(i) of the 1996 Act – as 908 

should this Commission. 909 

 910 

Q. HAS THE ILLINOIS COMMERCE COMMISSION EVER APPROV ED AN 911 
ESCROW REQUIREMENT IN AN ARBITRATION? 912 

 913 
A. Yes.  In Docket 05-0442, which was an arbitration to amend existing interconnection 914 

agreements to address certain FCC orders concerning unbundled network elements, there 915 

was an issue concerning an SBC Illinois proposal that CLECs be required to escrow 916 
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disputed amounts relating to so-called High-Cap EELs pending resolution of the dispute.  917 

In its resolution of that issue, the Commission ruled: 918 

The issue here is who controls the money for previously provided service and 919 
bears the risk of loss for past service during an expedited dispute resolution 920 
process after an independent auditor has made a determination that the CLEC has 921 
obtained high capacity EELs improperly.   922 
 923 
It seems to us that it is commercially reasonable to expect the CLEC, if it is 924 
convinced that the auditor’s determination was in error, to set aside the contested 925 
sums pending the outcome of the dispute.  . . . [F]orm escrow agreements 926 
requiring signatures from both parties or an order from the Commission in order 927 
to release funds need be neither complex nor administratively burdensome.  The 928 
alternative requires complete resolution of the dispute before payment is due, 929 
even though the CLEC has had the use of the funds from the time service began 930 
until after a preliminary determination of liability by the auditor.  This procedure 931 
rewards delay by the CLEC in the resolution of the dispute and increases the risk 932 
of defalcation.  The Commission finds SBC’s proposal requiring an escrow 933 
account to be reasonable and accept it contingent upon its utilization of an 934 
appropriate joint escrow arrangement.10   935 
 936 

 Although that decision dealt with a disputed amount in a specific situation relating to 937 

High-Cap EELs, the rationale supports AT&T Illinois’ position here. 938 

 939 

Q. HASN’T THE ILLINOIS COMMERCE COMMISSION REJECTED  AN 940 
ESCROW REQUIREMENT IN A PREVIOUS ARBITRATION? 941 

 942 
A. Yes.  The Commission did reject Ameritech Illinois’ (as it then was) escrow proposal in a 943 

2001 Arbitration Decision in Docket No. 01-0138. 944 

 945 

Q. SHOULDN’T THE COMMISSION FOLLOW THAT PRECEDENT I N THIS 946 
CASE? 947 

 948 

                                                 
10  Arbitration Decision, Docket No. 05-0442. Access One, Inc. et al. Petition for Arbitration pursuant to Section 

252(b) of the Telecommunications Act of 1996 with Illinois Bell Telephone Company to Amend Existing 
Interconnection Agreements to Incorporate the Triennial Review Order and the Triennial Review Remand 
Order (Nov. 2, 2005), at 145. 
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 A. No, and I will explain why.  The Commission’s rationale in that decision was as follows 949 

– but I have inserted bracket numbers for reference in my discussion. 950 

[1]  While it may be relatively undisputed that requiring escrow accounts is a 951 
standard business practice, it is disputed on whether such escrow accounts are 952 
necessary for the business relationship between TDS and Ameritech.  Both parties 953 
advance theoretical arguments to support their respective positions. [2]  TDS 954 
argues that Ameritech will have an incentive to inflate its bills to make it 955 
economically burdensome for TDS to operate. TDS has not demonstrated that 956 
Ameritech has such a practice. [3]  On the other hand, Ameritech claims that 957 
CLECs are in dire straits and to prove this point tried to draw out the TDS witness 958 
on cross-examination. The witness' answers were in response to a vague 959 
generalized question that CLECs as a class of companies are in shaky condition. 960 
[4]  There is no evidence that TDS is in that particular group of CLECs.  961 
Ameritech argues that its main concern is getting paid for a disputed amount, 962 
while TDS argues that its main concern is not tying up cash to solely prove a 963 
disputed amount. Both parties seem to now be in agreement that at least the 964 
provisions should apply equally.  However, [5] TDS has raised the issue that it 965 
has had several billing disputes with Ameritech Wisconsin that were resolved in 966 
its favor.  [6]  In any event, the Commission could take notice of various service 967 
problems that Ameritech has had in the past. Given even an above average level 968 
of errors, TDS could be forced to escrow significant amounts to contest these 969 
alleged errors.  [7]  The Commission is of the opinion that requiring TDS to 970 
escrow disputed amounts could have the effect of reducing TDS’ ability to 971 
compete.  The Commission determines that the language on escrow requirements 972 
should be deleted.11 973 
 974 

The Commission should not rule in this case as it did in the TDS arbitration 975 

eleven years ago for the following reasons: 976 

• The escrow language Ameritech Illinois was proposing at that time had none of 977 
the exclusions I discussed above that AT&T Illinois includes in its current 978 
language (GT&C sections 10.8.1.1 – 10.8.1.3).  To the extent that the 979 
Commission in 2001 was concerned about the burdens that the proposed escrow 980 
requirements would impose on TDS, AT&T Illinois’ current language 981 
dramatically reduces those burdens. 982 
 983 

                                                 
11  Arbitration Decision, Docket No. 01-0338, TDS Metrocom, Inc. Petition for Arbitration of Interconnection 

Rates, Terms and Conditions and Related Arrangements with Illinois Bell Telephone Company d/b/a Ameritech 
Illinois Pursuant to Section 252(b) of the Telecommunications Act of 1996 (Aug. 8, 2001), at 6. 
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• At points [1] and [4], the Commission focused on Ameritech Illinois’ need for an 984 
escrow requirement vis-à-vis TDS in particular.  The Commission did not take 985 
into account that other carriers might adopt the TDS agreement; indeed, it appears 986 
that Ameritech Illinois in those relatively early days did not express a concern 987 
about ICA adoptions in its presentation on the escrow issue.  Having been burned 988 
many times in the past (particularly in the years since the Commission decided the 989 
TDS case), AT&T Illinois is justifiably concerned about its vulnerability, 990 
especially to adopting carriers, if Sprint’s ICA lacks an appropriate escrow 991 
requirement. 992 

 993 
• As to point [2], I do not believe any carrier has ever claimed, even with the 994 

passage of 11 years since the TDS decision, that AT&T Illinois (or SBC Illinois 995 
or Ameritech Illinois) inflated a bill to make it economically burdensome for a 996 
CLEC or CMRS carrier to operate. 997 

 998 
• As to point [3], we are now at a point where no testimony is needed to 999 

demonstrate that many carriers – carriers that may adopt this ICA – are financially 1000 
unstable.   Indeed, what may have been a theoretical concern of Ameritech Illinois 1001 
more than a decade ago is now a very concrete concern, as my testimony about 1002 
the millions of dollars AT&T Illinois has lost to non-paying carriers shows. 1003 
 1004 

• As to point [5], if Sprint does dispute a bill, deposits the disputed amount in 1005 
escrow and then prevails in the dispute resolution, it will get its money back, with 1006 
interest. 1007 
 1008 

• As to point [6], I do not know to what “service problems” the Commission was 1009 
referring in 2001, but I am not aware of significant service problems in recent 1010 
years that would have any bearing on the issue at hand.   1011 
 1012 

• As to point [7], I do not believe Sprint has suggested, and I do not think Sprint 1013 
could credibly contend, that an escrow requirement would reduce Sprint’s ability 1014 
to compete. 1015 

 1016 

In sum, the Commission should resolve Issue 51(a) in favor of AT&T Illinois by 1017 

approving AT&T Illinois’ proposed escrow language for all the reasons I have provided, 1018 

and should not be persuaded otherwise by an old and no longer relevant prior decision. 1019 

 1020 

Q. WHAT ABOUT ISSUES 51(b) AND 51(c)? 1021 
 1022 
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A. As I stated above, the resolution of Issue 51(c) depends on the resolution of Issue 51(a).  1023 

Assuming the Commission approves the escrow language that is the subject of Issue 1024 

51(a) (or language like it), the Commission should resolve Issue 51(c) in favor of AT&T 1025 

Illinois by ruling that a party that disputes and does not pay a bill will be referred to as 1026 

the “Non-Paying Party.”  The Commission should resolve Issue 53(b), concerning the 1027 

form to be used for billing disputes, in favor of AT&T Illinois for the reasons discussed 1028 

below under Issue 60.  1029 

 1030 

ISSUE 57: Under what circumstances may a Party disconnect the other 1031 
Party for nonpayment, and what terms should govern such 1032 
disconnection? 1033 

 1034 
(GT&C Sections 10.14, 11.1, 11.2, 11.3.2 - 11.3.4; AND 11.5 – 11.8.3) 1035 
 1036 

Q. WHAT IS THE PARTIES’ DISAGREEMENT CONCERNING 1037 
DISCONNECTION FOR NON-PAYMENT? 1038 

 1039 
A. There are several areas of disagreement, namely: (1) Commission involvement in 1040 

disconnections; (2) whether disputed billed amounts must be deposited in escrow; (3) the 1041 

scope of disconnections for non-payment; and (4) the time period for disconnection after 1042 

a Discontinuance Notice.  1043 

 1044 

Q. WHAT IS THE DISAGREEMENT CONCERNING COMMISSION 1045 
INVOLVEMENT IN THE DISCONNECTION OF A NON-PAYING CA RRIER? 1046 

 1047 
A. Generally GT&C section 11 addresses disconnection as a remedy for non-payment of 1048 

bills.  To be clear, AT&T Illinois will be permitted to cease providing service to Sprint 1049 

(or a carrier that adopts Sprint’s ICA) only if (i) the carrier fails to pay undisputed 1050 

charges by the date they are due (or to escrow disputed charges if the Commission 1051 
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approves AT&T Illinois’ escrow language); (ii) AT&T Illinois sends the carrier a notice 1052 

stating that service may be discontinued if the carrier does not cure its breach; and (iii) 1053 

the carrier fails to cure the breach within the time period specified in the ICA.12  In that 1054 

context, AT&T Illinois’ proposed language for subsection 11.2 provides:  1055 

AT&T ILLINOIS will also provide any written notice of disconnection to any 1056 
Commission as required by any State Order or Rule. 1057 
 1058 

 Sprint’s proposed language for subsection 11.2 provides: 1059 

Disconnection for non-payment will only occur as expressly ordered by the 1060 
Commission.  1061 
 1062 

 Thus, the disagreement is that Sprint wants a requirement that service can be 1063 

discontinued only with the Commission’s approval, which AT&T Illinois must solicit, 1064 

while AT&T Illinois opposed that language, and instead would just notify the 1065 

Commission of disconnection to the extent (if any) required by an Illinois Order or Rule. 1066 

 1067 

Q. DOES SPRINT OPPOSE AT&T ILLINOIS’ LANGUAGE CONCE RNING 1068 
WRITTEN NOTICE TO THE COMMISSION? 1069 

 1070 
A. The language is shown as disputed, but I do not believe Sprint actually opposes it.  Sprint 1071 

is not proposing any competing language concerning notice to the Commission, and I 1072 

assume that given the choice, Sprint would accept AT&T Illinois’ language rather than 1073 

no language at all.  In other words, the issue boils down to whether the ICA should 1074 

prohibit AT&T Illinois from discontinuing service to a carrier that fails to pay its bills 1075 

                                                 
12  In Issue 58, which I discuss below, the parties disagree about whether that time period should be 15 days or 45 

days.   
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until AT&T Illinois has obtained a Commission Order authorizing it to do so, as Sprint 1076 

proposes. 1077 

 1078 

Q. WHY SHOULD THE COMMISSION REJECT SPRINT’S PROPOS AL? 1079 
 1080 
A. There are several reasons.  One reason is that the Illinois Commerce Commission has 1081 

adopted language in a number of arbitrations that provides for disconnection for non-1082 

payment with no prior Commission approval.  As a result, interconnection agreements in 1083 

Illinois typically do not require AT&T Illinois to obtain Commission approval before 1084 

discontinuing service based on a material breach of an interconnection agreement, such 1085 

as a wrongful failure to pay.  I have researched the question and was able to find no ICA 1086 

that imposes such a requirement on AT&T Illinois.   1087 

 1088 

Second, I am informed by counsel that under Illinois contract law, when a party 1089 

materially breaches a contract, the other party is entitled to terminate the contract – and 1090 

that includes the situation in which a party fails to pay its bills.  No state agency needs to 1091 

approve termination for breach of a commercial contract in general, and there is no good 1092 

reason for a different regime to apply to an interconnection agreement. 1093 

 1094 

Third, if a carrier does not pay its undisputed bills and still fails to do so even after 1095 

receiving a Discontinuation Notice, AT&T Illinois would be seriously injured if it were 1096 

required to continue providing service to the carrier, possibly for many months, during 1097 

which the carrier continues not to pay its bills, while awaiting a green light from the 1098 

Commission. 1099 
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 1100 

Q. HAS AT&T ILLINOIS HAD ANY ACTUAL EXPERIENCE THAT  1101 
CORROBORATES THAT LAST POINT? 1102 

 1103 
A. Definitely.  An example that comes immediately to mind is a CLEC named Halo that had 1104 

an interconnection agreement with AT&T Illinois (and other AT&T ILECs around the 1105 

country).  Halo breached its ICA and failed to pay AT&T Illinois (and the other AT&T 1106 

ILECs) what it owed.  AT&T Illinois filed a complaint against Halo on March 8, 2012, in 1107 

what became Docket No. 12-0182.  AT&T Illinois’ ICA with Halo entitled AT&T 1108 

Illinois to discontinue service to Halo because of Halo’s breach (without Commission 1109 

approval, I might add), but AT&T Illinois did not exercise that right.  Ultimately, on 1110 

October 24, 2012, the Commission found for AT&T Illinois on all counts, ruled that Halo 1111 

was obliged to pay AT&T Illinois, and also ruled that AT&T Illinois could discontinue 1112 

service to Halo, which AT&T Illinois did.  Halo was in bankruptcy, however, and AT&T 1113 

Illinois will never see most of the money that Halo owed it, which was something over 1114 

$2.25 million.  (Roughly the same sequence occurred in other states; all nine states that 1115 

addressed the issue ruled in favor of AT&T, holding that AT&T could discontinue 1116 

service to Halo and that Halo was liable to AT&T.  The upshot is that AT&T ILECs were 1117 

left holding the bag in the amount of approximately $27.5 million; AT&T may recover at 1118 

most a very small fraction of that in the bankruptcy proceeding .) 1119 

 1120 

For more than seven months, therefore (from March 8 to October 24) AT&T Illinois 1121 

provided service to Halo without being paid what it was owed for that service.  In that 1122 

instance, AT&T Illinois did not exercise its contractual right to discontinue service to 1123 

Halo.  But what if AT&T Illinois decided to exercise that right under similar 1124 
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circumstances with a carrier that adopts Sprint’s ICA?  Before discontinuing service to 1125 

that carrier, should AT&T Illinois be required to wait seven months for Commission 1126 

authorization to do so?  Certainly not. 1127 

 1128 

Q. I TAKE IT THAT AT&T ILECS DO NOT ALWAYS EXERCISE  THEIR RIGHT 1129 
TO DISCONTINUE SERVICE TO CLECS OR CMRS PROVIDERS T HAT 1130 
MATERIALLY BREACH THEIR ICAS WITH THE ILECS? 1131 

 1132 
A. That is correct.  AT&T Illinois (and its ILEC affiliates) are extremely cautious about 1133 

discontinuing service to their customers.  One of the reasons for this is that if AT&T were 1134 

to discontinue service to a wholesale customer under circumstances where that was not 1135 

warranted, AT&T would face potentially enormous liabilities.  As a result, I can 1136 

absolutely assure the Commission that it has no need to worry about AT&T Illinois 1137 

precipitously discontinuing service to Sprint, or to any customer that might adopt Sprint’s 1138 

ICA. 1139 

 1140 

Q. DOES AT&T ILLINOIS SEE THE POSSIBILITY OF NEEDIN G TO 1141 
DISCONTINUE SERVICE TO SPRINT BASED ON SPRINT’S NON-PAYMENT 1142 
OF UNDISPUTED BILLS? 1143 

 1144 
A. As I have said in connection with other issues, AT&T Illinois’ principal concern here is 1145 

not Sprint, but carriers that might adopt Sprint’s ICA – or (and I have not mentioned this 1146 

variation before) who might cite the arbitration decision in this docket as a precedent in 1147 

their own ICA arbitrations.  1148 

 1149 

Q. ISN’T IT APPROPRIATE FOR THE COMMISSION TO PLAY A ROLE IN THE 1150 
DETERMINATION WHETHER DISCONNECTION IS W ARRANTED? 1151 

 1152 
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A. AT&T Illinois is not saying the Commission should not play a role.  At the end of the 1153 

day, the disagreement really is about whether AT&T Illinois should have to first ask for 1154 

the Commission’s permission.  If Sprint (or a carrier that adopts Sprint’s ICA) is 1155 

threatened with disconnection, it is free to petition the Commission to stop AT&T Illinois 1156 

from discontinuing service for a time and to investigate whether disconnection is 1157 

warranted.  And the Commission can be sure that any bona fide carrier that believes 1158 

discontinuance is not warranted will take that initiative.  The point is that once the non-1159 

payment of bills has reached the point that warrants discontinuance of service, AT&T 1160 

Illinois should not be required to initiate a Commission proceeding to obtain permission 1161 

to act. 1162 

 1163 

Q. DOESN’T AT&T ILLINOIS’ POSITION GIVE AT&T ILLINO IS UNILATERAL 1164 
AUTHORITY TO DECIDE WHETHER THE CONTRACTUAL 1165 
CIRCUMSTANCES WARRANTING DISCONNECTION HAVE BEEN ME T? 1166 

 1167 
A. No, it only lets AT&T Illinois determine in the first instance that it believes those 1168 

circumstances are present.  Again, if the non-paying carrier thinks AT&T Illinois is 1169 

wrong, it will bring the matter to the Commission.  Furthermore, as I noted above, AT&T 1170 

Illinois is acutely aware of the potential liabilities to which it may be subject if it 1171 

breached an ICA by improperly disconnecting a carrier.  That quite simply is not going to 1172 

happen. 1173 

 1174 

Q. ARE YOU AWARE OF ANY STATE COMMISSION DECISIONS ON THIS 1175 
ISSUE? 1176 

 1177 
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A. Yes.  In an arbitration between TDS and Ameritech Wisconsin, the Public Service 1178 

Commission of Wisconsin decided precisely this issue in a manner that strongly supports 1179 

AT&T Illinois’ position here.  Exactly as Sprint does here, TDS contended that its ICA 1180 

with Ameritech Wisconsin should be subject to termination only with a Commission 1181 

order.  TDS made essentially the same argument that Sprint does here, and the 1182 

Arbitration Panel rejected it,13 ruling: 1183 

This Panel should be reluctant to insert the influence of the Commission into the 1184 
competitive relationship of the parties.  Either party under Ameritech’s proposed 1185 
language has the power to invoke the Commission’s intervention when a threat to 1186 
competition exists or appears to exist.  Further, . . . either party may ask the 1187 
Commission to intervene when a controversy exists as to compliance with the 1188 
terms of the agreement.  Creating a requirement that the Commission involve 1189 
itself in the termination of an agreement pre-supposes anti-competitive conditions 1190 
surrounding termination before such an accusation is made.   1191 
 1192 
. . . . In a competitive market the termination of an agreement should take place 1193 
where a competitor is unwilling and/or unable to efficiently compete in the 1194 
market.  Requiring the Commission to approve all terminations regardless of 1195 
circumstance places an artificial and arguably anti-competitive impediment to the 1196 
efficient operation of the market.  This Panel’s responsibility is to prevent anti-1197 
competitive terms and conditions that may lead to harm.  TDS has not 1198 
demonstrated that the language proposed by Ameritech establishes such anti-1199 
competitive terms and conditions.14 1200 
 1201 

Accordingly, the Panel awarded the language proposed by Ameritech Wisconsin, which, 1202 

like AT&T Illinois’ proposed language here, clearly spelled out the circumstances under 1203 

which termination for a material breach may occur and, appropriately, did not require 1204 

Commission involvement. 1205 

                                                 
13  In the PSCW, Arbitration Panels render final arbitration decisions.  
14  Arbitration Decision, PSCW Docket No. 05-MA-123, TDS Metrocom Petition for Arbitration of 

Interconnection Terms, Conditions, and Prices from Wisconsin Bell, Inc., d/b/a Ameritech (March 12, 2001), at 
8-9. 
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 1206 

Q. HAS THE ILLINOIS COMMERCE COMMISSION EVER ADDRES SED THE 1207 
SAME ISSUE? 1208 

 1209 
A. I am not aware of any case in which this Commission has explicitly addressed the issue.  1210 

I am aware, however, of arbitration decisions in which the Commission resolved 1211 

disagreements about disconnection language in a manner that yielded provisions that 1212 

permit disconnection for non-payment with no prior Commission approval.  In Docket 1213 

No. 04-0496, for example, SBC Illinois proposed language that  1214 

permits the Billing Party to send a collection letter to the Non-paying Party when 1215 
there are past due amounts.  This initial collection letter would state that the Non-1216 
paying Party must remit all unpaid charges to the Billing Party within ten business 1217 
days.  If the Non-paying Party (MCI, for purposes of illustration) wants to dispute 1218 
any of the unpaid charges, it must, within ten business days, notify the Billing 1219 
Party (SBC, for purposes of illustration) in writing of any disputes, pay all 1220 
undisputed amounts owing, and pay all disputed amounts into an interest-bearing 1221 
escrow.  Failing that , SBC would send a second letter demanding the unpaid 1222 
balance be paid within five business days. . . . [I]f MCI failed to pay within five 1223 
business days after the second letter, SBC Illinois could disconnect MCI’s 1224 
services if the Unpaid Charges exceeded 5% of the aggregate amount billed by 1225 
SBC to MCI in Illinois during the prior month.15 1226 
 1227 

 The Commission, while not approving AT&T Illinois’ proposed language in its entirety, 1228 

did approve disconnection language that did not contemplate Commission approval of the 1229 

disconnection.  Specifically, the Commission stated,  1230 

SBC’s proposed language . . . that “failure to pay all or any portion of any amount 1231 
required to be paid may be grounds for suspension or disconnection of resale 1232 
services, network elements and collocation as provided for in this section,” also is 1233 
accepted.  The Commission concurs that such a remedy is necessary to enforce 1234 
payment in some circumstances, and that it is not commercially unreasonable to 1235 
suspend or disconnect service after a period of nonpayment.  The Commission 1236 

                                                 
15  Arbitration Decision, Docket No. 04-0469, MCI Metro Access Transmission Services, Inc., MCI WorldCom 

Communications, Inc., and Intermedia Communications Inc. Petition for Arbitration of Interconnection Rates, 
Terms and Conditions, and Related Arrangements with Illinois Bell Telephone Company Pursuant to Section 
252(b) of the Telecommunications Act of 1996 (Nov. 30, 2004), at 17. 
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views SBC’s qualifying language as a reasonable assurance to MCI as to when 1237 
disconnection may be implemented.   1238 
 1239 

 For present purposes, the significance of this is that the Commission carefully analyzed 1240 

SBC Illinois’ proposed language providing for disconnection in the event of 1241 

non-payment, and adopted language that permitted disconnection without prior 1242 

Commission approval. 1243 

 1244 

Similarly, in Docket No. 00-0332, which was an ICA arbitration between Level 3 and 1245 

Ameritech Illinois, the Commission approved a Staff proposal that allowed Ameritech 1246 

Illinois to suspend service based on the CLEC’s non-payment without seeking prior 1247 

Commission approval.16  1248 

 1249 

Sixteen years into arbitrating and approving interconnection agreements that do not make 1250 

prior Commission a prerequisite for disconnection based on non-payment of undisputed 1251 

bills, the Commission should not now, for the first time, impose such a requirement.  1252 

Indeed, it is more apparent now than ever, in light of AT&T Illinois’ losses to 1253 

irresponsible carriers like Halo (which, by the way, was operating under an adopted ICA) 1254 

that AT&T Illinois should not be required to jump through that hoop in order to protect 1255 

itself. 1256 

 1257 

                                                 
16  Arbitration Decision, Docket No. 00-0332, Level 3 Commc’ns, Inc. Petition for Arbitration Pursuant to Section 

252(b) of the Telecommunications Act of 1996 to Establish an Interconnection Agreement with Illinois Bell 
Telephone Company d/b/a Ameritech Illinois (Aug. 30, 2000), at 16. 



ICC Docket No. 12-0550 
AT&T Illinois Ex. 3.0 Greenlaw 

Page 48 
 

Q. TURNING TO THE NEXT DISAGREEMENT THAT YOU IDENTI FIED IN 1258 
CONNECTION WITH ISSUE 57, WHAT IS THE DISAGREEMENT 1259 
CONCERNING DEPOSITING DISPUTED AMOUNTS IN ESCROW? 1260 

 1261 
A. AT&T Illinois proposes language for GT&C sections 11.3.3 and 11.3.4, which are 1262 

encompassed by Issue 57, that is consistent with the language it proposes for escrow in 1263 

Issue 53, which I discussed above.  Sprint opposes that language, presumably because 1264 

Sprint opposes the escrow requirement.  The Commission should adopt the language 1265 

AT&T Illinois proposes for sections 11.3.3 and 11.3.4 for the same reasons that it should 1266 

resolve Issue 53 in AT&T Illinois’ favor. 1267 

 1268 

Q. WHAT IS THE DISAGREEMENT CONCERNING THE SCOPE OF  1269 
DISCONNECTION? 1270 

 1271 
A. Under AT&T Illinois’ proposed language for GT&C sections 10.14 and 11.1, if Sprint 1272 

fails to timely pay its bills or escrow disputed amounts, AT&T Illinois may cease 1273 

providing services to Sprint under the ICA.  Sprint, in contrast, proposes language for 1274 

section 11.1 that would allow AT&T Illinois to discontinue only the service for which 1275 

Sprint failed to pay. 1276 

 1277 

Q. WHY SHOULD THE COMMISSION RESOLVE THIS DISAGREEM ENT IN 1278 
FAVOR OF AT&T ILLINOIS? 1279 

 1280 
A. As I understand it from counsel, if a party materially breaches a contract, the other party 1281 

may terminate the contract in its entirety.  (Again, I leave the discussion of the law to the 1282 

lawyers.)  AT&T Illinois’ language is consistent with that, and Sprint’s is not.  The 1283 

Commission should also take into consideration that AT&T Illinois will not in all 1284 

instances exercise its contract rights to the maximum possible extent, and I certainly do 1285 
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not foresee AT&T Illinois terminating service to Sprint.  AT&T Illinois should have the 1286 

option of discontinuing service to a non-paying carrier altogether, however, so that it can 1287 

avail itself of that right with a totally irresponsible carrier adopting carrier of the sort that 1288 

I have alluded to above. 1289 

 1290 

 Q. THE FOURTH AND LAST DISAGREEMENT YOU MENTIONED IN 1291 
CONNECTION WITH ISSUE 57 CONCERNS THE TIME PERIOD F OR 1292 
DISCONNECTION AFTER A DISCONNECTION NOTICE.  PLEASE  1293 
COMMENT ON THAT. 1294 

 1295 
 A. Although GT&C section 11.1, which is encompassed by Issue 57, encompasses this 1296 

disagreement, the disagreement is primarily teed up in section 11.3, which it the subject 1297 

of Issue 58.  I discuss this issue there.  1298 

 1299 

Q. HOW SHOULD THE COMMISSION RESOLVE THIS ISSUE? 1300 

A. The Commission should accept all of AT&T Illinois’ proposed language for the 1301 

discontinuance process.  This is reciprocal language and appropriately protects the Billing 1302 

Party against increased losses resulting from the Non-Paying Party – including carriers 1303 

that might adopt Sprint’s ICA – continuing to run up bills it does not pay. 1304 

 1305 

AT&T ISSUE 58: Should the period of time in which the Billed Party 1306 
must remit payment in response to a Discontinuance Notice be forty-1307 
five (45) or fifteen (15) days? 1308 

 1309 
(GT&C Sections 2.40 and 11.3) 1310 

Q. WHAT ARE THE COMPETING PROPOSALS ON THIS ISSUE? 1311 
 1312 
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A. AT&T Illinois proposes that if the Billed Party receives a Discontinuance Notice for 1313 

failure to pay its bills, the Billed Party must remit payment within 15 days to avoid 1314 

disconnection of its services.  Sprint proposes an overly liberal 45-day limit. 1315 

 1316 

Q. WHY IS AT&T ILLINOIS’ POSITION MORE REASONABLE T HAN 1317 
SPRINT’S? 1318 

 1319 
A. AT&T Illinois’ proposed 15-day period is sufficient time after receiving a 1320 

Discontinuance Notice for a Non-Paying Party to pay unpaid billed charges – particularly 1321 

since these charges are not disputed.   Since the Discontinuance Notice cannot be sent to 1322 

the Non-Paying Party until after the charges are already Past Due (meaning the carrier 1323 

has already had at least 31 days to pay), the carrier actually has a minimum of 46 days 1324 

from the invoice date to avoid service disconnection.  That is certainly a reasonable 1325 

amount of time for a carrier to pay its undisputed charges, or make mutually satisfactory 1326 

payment arrangements to avoid such action. 1327 

 1328 

Sprint, on the other hand, proposes a 45-day period to pay undisputed charges after the 1329 

Discontinuance Notice is sent.  That would give the Non-Paying Party a minimum of 76 1330 

days after the invoice date to pay its undisputed bills.  Sprint maintains that such a long 1331 

period is justified because “discontinuance of service is a drastic remedy.”17  AT&T 1332 

Illinois  agrees that discontinuance is drastic, but discontinuance is an appropriate and 1333 

proportionate response to a carrier that fails to pay its undisputed bills in a timely fashion 1334 

                                                 
17  See Sprint’s position statement on Issue 58 on the DPL. 
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and forgoes the many opportunities available to it to cure the past due balance before 1335 

discontinuance of service would be initiated. 1336 

 1337 

Q. HOW DOES SPRINT’S PROPOSED TIMEFRAME FOR DISCONTINUANCE 1338 
SQUARE WITH ITS PROPOSED DEPOSIT LANGUAGE? 1339 

 1340 
A. It does not.  As discussed in Issue 51, Sprint proposed a deposit that would be limited to 1341 

one month’s billing and capped at $50,000.  Yet, Sprint in effect proposes that the Non-1342 

Paying Party be allowed more than two and a half months (76 days minimum) before it 1343 

can be disconnected for non-payment.  This is unreasonable. 1344 

 1345 

Q. IS AT&T ILLINOIS’ PROPOSED TIMETABLE FOR DISCONT INUANCE OF 1346 
SERVICE MORE CONSISTENT WITH THE TERMS AND CONDITIO NS 1347 
GOVERNING ASSURANCE OF PAYMENT? 1348 

 1349 
A. Yes.   While the minimum of 46 days past the due date before a discontinuance could 1350 

occur under AT&T Illinois’ proposed language is shorter than the three months 1351 

anticipated billings that AT&T Illinois proposes as the maximum deposit amount, the 1352 

maximum deposit amount is often not in fact requested.  In addition, it would be 1353 

extraordinarily unusual for AT&T Illinois to actually discontinue service to a carrier on 1354 

the earliest permissible day. 1355 

 1356 

Q. HAS THE ILLINOIS COMMERCE COMMISSION EVER ADDRES SED THIS 1357 
ISSUE? 1358 

 1359 
A. In my discussion of Issue 51, concerning deposits, I mentioned ALJ Gilbert’s PAD in the 1360 

Level 3 arbitration.  In that same PAD, Judge Gilbert addressed the parties’ disagreement 1361 
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concerning how soon the CLEC must act after receiving an overdue notice in order to 1362 

avoid disconnection.  He decided: 1363 

[W]e find that SBC’s proposal that Level 3 act within ten business days of an 1364 
overdue notice is reasonable.  As SBC emphasizes, Level 3 will have already had 1365 
30 days to evaluate SBC’s charges. . . .  Level 3 offers little to support its 1366 
contention that ten business days are insufficient.  Viewed pragmatically, if Level 1367 
3 remains unconvinced about the validity of a bill as the tenth business day 1368 
approaches, it may choose to invoke dispute resolution procedures, averting 1369 
disconnection. 1370 
 1371 

 That analysis applies equally here, and strongly supports AT&T Illinois’ position. 1372 

 1373 

AT&T ISSUE 60: Should the ICA require the Disputing Party to use the 1374 
Billing Party’s preferred form in order to dispute a bill? 1375 

 1376 
(GT&C Sections 10.8 and 12.4.1) 1377 

Q. WHAT IS THE DISAGREEMENT ABOUT BILLING DISPUTE F ORMS? 1378 

 1379 

A. AT&T Illinois proposes language that would require the Billed Party to submit Billing 1380 

Disputes on the Billing Party’s dispute form.  Sprint proposes language that would permit 1381 

the Billed Party to submit Billing Disputes on its own dispute form, or, in the alternative, 1382 

to recover from the Billing Party any costs it incurs to modify its processes to use the 1383 

Billing Party’s form.18   1384 

 1385 

Q. WHAT IS THE BASIS FOR AT&T’S POSITION ON THIS IS SUE? 1386 

                                                 
18  As the DPL shows, there is disputed language in AT&T Illinois’ proposed GT&C section 10.8 (which is the 

subject of this issue) that provides that by the Bill Due Date, the Billed Party must pay undisputed amounts and 
must place all Disputed Amounts in escrow.  That language is comprised by Issue 53. 
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A. Bills for services provided under an ICA can be voluminous and complex, and Billing 1387 

Disputes are frequent.  AT&T Illinois receives many Billing Disputes from many 1388 

carriers.  In order for AT&T Illinois to efficiently process these disputes, it is essential 1389 

that all carriers use the same form, namely AT&T Illinois’ standard dispute form, which 1390 

is compatible with AT&T Illinois’ billing/collections systems.  AT&T Illinois has 1391 

worked successfully with other carriers in the past to ensure they are using AT&T 1392 

Illinois’ Billing Dispute form and providing the necessary data.  Sprint has been 1393 

unwilling to cooperate, but Sprint has no right to demand different treatment than other 1394 

carriers. 1395 

 1396 

Moreover, AT&T Illinois’ position recognizes that, as a general proposition, Billing 1397 

Disputes should be submitted on the Billing Party’s form.  There is no disputing the fact 1398 

that standardization in ordering and billing processes leads to operational efficiencies that 1399 

are lost if the Billing Party has to reconcile a variety of different formats and data inputs 1400 

from different carriers.   Standardization results in billing dispute claims being handled 1401 

more quickly and accurately than they would be if billed parties used their own 1402 

idiosyncratic forms.  AT&T Illinois’ language would require AT&T Illinois to submit 1403 

disputes on Sprint’s form, which presumably benefits Sprint in the same manner. 1404 

 1405 

Q. HAS THIS COMMISSION APPROVED ICAS THAT INCLUDE T HE BILLING 1406 
DISPUTE FORM PROVISION PROPOSED HERE BY AT&T? 1407 

 1408 
A. Yes.  The Commission has approved approximately 80 ICAs with similar language. 1409 

 1410 
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Q. WHAT IS THE BASIS FOR SPRINT’S POSITION? 1411 

A. Sprint claims it should be permitted to use its own form to submit Billing Disputes to 1412 

AT&T Illinois because, Sprint asserts, it would be costly for Sprint to modify its internal 1413 

processes to meet AT&T Illinois’ needs.  Sprint’s practice, however, unfairly imposes costs on 1414 

AT&T Illinois.  AT&T Illinois must correct Sprint’s billing information, populate the missing 1415 

and incomplete data, look up accounts, and reformat the dispute forms.  This costs AT&T Illinois 1416 

money and delays the ultimate resolution of the Billing Dispute.  Sprint’s practice also unfairly 1417 

benefits Sprint as compared to other wholesale customers.  And if Sprint is allowed to use its 1418 

internal forms, other carriers may seek to follow along, which would exponentially increase 1419 

AT&T Illinois’ burden of managing Billing Disputes. 1420 

 1421 

III. CONCLUSION 1422 

Q. DOES THIS CONCLUDE YOUR TESTIMONY?   1423 

A. Yes.   1424 


