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�
INTRODUCTION AND BACKGROUND








Q.	PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.





A.	My name is W. Richard Morris, 7301 College Boulevard, Overland Park, Kansas 66210.





Q.	BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?


I am Vice President – External Affairs, Local Markets for Sprint.





WHAT ARE THE RESPONSIBILITIES OF YOUR POSITION AS VICE PRESIDENT – EXTERNAL AFFAIRS, LOCAL MARKETS?


A.	I am responsible for obtaining local interconnection agreements with incumbent local exchange companies (ILECs), such as Southwestern Bell and Ameritech, and other carriers where Sprint is acting as a competitive local exchange company (CLEC).  In addition, my group also provides information on state regulatory requirements, prices of resale and UNE inputs from the ILECs, and provides ILEC account management and dispute escalation services for Sprint’s National Integrated Services and Broadband Local Networks groups.


�
Q.	WHAT IS YOUR EDUCATIONAL BACKGROUND AND WORK EXPERIENCE?


A.	I completed a Bachelor’s Degree in Economics and another in Business Management from the University of Utah in Salt Lake City, Utah.  I also received a Juris Doctor Degree from Brigham Young University in Provo, Utah.  I began my career in telecommunications at Northwestern Bell in Omaha, Nebraska.  I worked for AT&T at Divestiture.  In 1990 I left AT&T and took a position at Sprint.  I have worked in several attorney positions at all three companies and have occupied the position of Vice President – External Affairs for AT&T in Omaha, Nebraksa.  I began my work at Sprint as General Attorney supporting Sprint’s Local Telecommunications Division, the Sprint ILECs.  I became a Vice President at Sprint in 1997 and have held my current job responsibilities for nearly two years.  I have worked with several state Public Utility Commissions and the FCC.





Q.	HAVE YOU PREVIOUSLY TESTIFIED IN REGULATORY PROCEEDINGS?


A.	Yes.  Several years ago I testified before the Iowa Commerce Commission in an AT&T deregulation proceeding.  I also appeared before this Commission on July 14, 1998 at the Telecommunications Policy Conference where the Commission discussed the implications of the merger between SBC and Ameritech.


Q.	WHAT IS THE PURPOSE OF YOUR TESTIMONY AND THE OTHER WITNESSES TESTIFYING ON BEHALF OF SPRINT?


A.	I will respond on behalf of Sprint with regard to several of the merger conditions proposed by SBC/Ameritech.  I will demonstrate that the proposed conditions will do little to open the local exchange markets in Illinois and thus are unlikely to ameliorate the significant adverse effects that the merger will have on competition in Illinois.  Mark Smith will respond to the Performance Measurement proposals  submitted by Joint Applicants.  John  R. Woodbury of Charles River Associates will once again present expert economic testimony concerning the loss of an actual potential competitor in Illinois and will show that the proposed  conditions are unlikely to alleviate the anti-competitive harms of the merger.


Q.	IS SPRINT SATISFIED WITH THE MERGER CONDITIONS PROPOSED BY SBC/AMERITECH?


A.	No.  We believe that the SBC/Ameritech proposals are inadequate.  As Mr. Kahan explains in his Direct Testimony on Reopening, the commitments are for three years only� and are otherwise significantly limited.  The three year time period is particularly troubling.  It is difficult to formulate a business plan based on the commitments made by Joint Applicants knowing that many of the underlying assumptions will be useless after a period of time.  What happens when the commitments expire?  Introduction of further uncertainty makes it more difficult for entrants to enter the market.  Further, the proposed conditions implicitly are made contingent upon approval of the merger and will not be implemented before the merger.  


Q.	ARE YOU CONCERNED THAT THE PROPOSED CONDITIONS WILL NOT BE SATISFIED?


A.	Yes.  Because Joint Applicants are not proposing to satisfy the conditions before the merger is consummated, there are significant questions in my mind whether they will ever be implemented.  In addition, SBC/Ameritech has already put the Commission and the parties on notice that these conditions may be withdrawn if there are changes in policies such as those embodied in the current FCC UNE rules.  


Q.	DOES MR. KAHAN’S STATEMENT THAT JOINT APPLICANTS ARE NOT PROPOSING PENALTIES WITH REGARD TO THE INTERCONNECTION COMMITMENTS CONCERN YOU�?


A.	Yes.  The lack of enforcement mechanisms for the interconnection commitments outlined in Mr. Kahan’s testimony is troubling.  The only way to obtain interconnection arrangements that SBC makes available in Texas, for example, (that were obtained through arbitration) is to file an arbitration here in Illinois.  Joint Applicants have every incentive to stonewall competition and to refuse to permit CLECs to import the best market-friendly interconnection arrangements to Illinois and attempt to convince this Commission in an arbitration that such arrangements are unnecessary.  At best, CLECs like Sprint will be able to import the favorable interconnection terms to Illinois in the 270 day timeframe for negotiation and arbitration contained in Section 252 of the Act.  At worst, the terms will not be implemented due to unsuccessful arbitration results.   Thus, there is no certainty that even the scanty conditions being offered by SBC/Ameritech will ever be met.  After the merger there is simply no effective remedy that will require the conditions be fulfilled.


Q.	MR. KAHAN STATES THAT JOINT APPLICANTS WILL NOT “OFFER UNES, SERVICES, FACILITIES OR INTERCONNECTION AGREEMENTS/ ARRANGEMENTS IN ILLINOIS WHICH ARE IMPOSED UPON SBC BY ANOTHER STATE AS A RESULT OF ARBITRATION (AS OPPOSED TO VOLUNTARY AGREEMENT).”  DOES THIS EXCEPTION CONCERN YOU?


A.	Yes.  Entry hurdles for CLECs are not lessened as a result of this exception.  The Joint Applicants’ proposal to allow competitors to import terms from interconnection agreements in other states into Illinois where the Joint Applicants have voluntarily agreed to those terms at first blush is encouraging.  The exception proposed by  Joint Applicants where terms imposed upon SBC as a result of arbitration are not available for importation swallows the rule.


It has been Sprint’s experience with the Joint Applicants that they have been generally unwilling to voluntarily agree to many terms and conditions that are vital to competitive entry.  It has taken arbitration before various commissions to gain many of the terms and conditions that are available today.  The arbitrated terms and conditions may be thought of as the “best practices” available.  The Joint Applicants, desiring to keep the entry bar high, are resisting the implementation of “best practices” in Illinois by proposing to bar the use of arbitrated terms and conditions from other states in Illinois.  Mr. Kahan’s explanation that the importation of arbitrated terms from other states would give undue authority to other states’ commissions is inconsequential.�  If the Illinois Commerce Commission decides to accept the decisions of other state commissions, it will not be abdicating its authority in any way.  The ICC will be acting voluntarily and can rationally accept arbitrated terms in other states to lower entry barriers and to hasten competition in Illinois.  Sprint believes that the “best practices” embodied in arbitrated agreements should be readily available in Illinois. 


�
Q.	IS THE JOINT APPLICANTS’ REFUSAL TO IMPORT THE TERMS OF THE PROPOSED INTERCONNECTION AGREEMENT (PIA) FROM TEXAS A PROBLEM?�





A.	Sprint also believes that the terms of the Texas Proposed Interconnection Agreement should be available in Illinois.  The Joint Applicants refusal to provide a best of class interconnection agreement in Illinois is telling.  Many of the CLECs that are participating in this proceeding (including Sprint) participated in the negotiations that resulted in the PIA.  Joint Applicants’ refusal to import terms from the PIA into Illinois will delay market opening measures.  To reach a similar agreement in Illinois would take months of negotiations.  Adoption of the PIA (or particular terms from the PIA) in Illinois would prevent the parties from “reinventing the wheel” and would kick-start competition in Illinois.  Joint Applicants refusal to import the PIA into Illinois demonstrates that they are not serious about alleviating the anti-competitive harms of the merger. 





Q.	INTERCONNECTION COMMITMENT A ALSO CONTAINS AN EXCEPTION TO NOT OFFER “UNES, SERVICES, FACILITIES, INTERCONNECTION AGREEMENTS/ARRANGEMENTS IN ILLINOIS AT THE SAME RATE OR PRICES AS SBC MAKES SUCH OFFERINGS IN OTHER SBC SERVICE TERRITORIES…”�  DOES THIS PRESENT A PROBLEM?


A.	The Joint Applicants proposal concerning UNE pricing is also flawed.  To the extent that UNEs have been identified in other states and have been priced in those states, the same UNEs should be available in Illinois at those rates if Illinois has not approved pricing for a particular UNE.  The Joint Applicants propose that the pricing of UNEs follow the negotiation and arbitration time line.  Optimistically, this would take at least nine months to create a price.  As the Joint Applicants note, the market is moving very quickly and the unavailability of a needed UNE for nine months could severely impact the ability of new entrants to compete in the market.  While Sprint recognizes that prices should be based on Illinois costs, it believes that the UNEs and their costs developed in other states should be available immediately in Illinois.  The prices for the new UNEs could be adopted as interim prices that would be subject to change after the development of Illinois specific costs.


Q.	PLEASE SUMMARIZE YOUR CONCERNS WITH INTERCONNECTION COMMITMENT A.


A.	In general, Commitment A� does not appear to provide significant improvement to the status quo.  The Joint Applicants typically implement the same policy across all states in their regions and are not willing to grant interconnection contract concessions on a state specific basis.  Thus, there is not likely to be anything of real value that has been given by the Joint Applicants through negotiation.  As a result, Commitment A has little value as proposed by the Joint Applicants.


Sprint also believes that all conditions should be fulfilled pre-merger.  Any agreement that contemplates post-merger conditions is nearly unenforceable and likely doomed for failure because SBC/Ameritech will lack sufficient compliance incentives.


WHAT PRE-MERGER CONDITIONS DOES SPRINT BELIEVE SBC/AMERITECH SHOULD MEET BEFORE BEING ALLOWED TO COMPLETE THE PROPOSED MERGER?





A.	Although Sprint does not believe that conditions would remedy the anti-competitive aspects of the merger, Sprint, at the FCC’s request, filed a list of conditions that may help ameliorate the anti-competitive effects of the SBC/AIT merger. A copy of those conditions is attached as Exhibit A.  Sprint proposed that SBC/AIT be required to do the following before the merger is allowed to proceed:





Promote Competitive xDSL Services through making available to requesting carriers electronic access to a Loop Inventory Database on the same terms and conditions as such information is made available to the ILEC or its affiliates.  This database should be substantially complete (more than 75%) before the merger is allowed.  The database should permit the real time retrieval of both location specific loop capability information and aggregate market information.  Location specific loop capability shall include actual loop length, the presence of load coils, bridge taps, and repeaters; the presence of other known interferers; whether the location currently is served by facilities that transit through a digital loop concentrator (DLC); and the availability of alternative ILEC copper facilities that could be used to circumvent the DLC.


SBC/Ameritech should also make available xDSL UNEs once they, or their affiliates, have begun to offer xDSL services.  For all loops served by a central office where xDSL service is available, the ILEC should make available xDSL network elements, both individually, and combined as a UNE Platform.  


Unrestricted availability of UNE and UNE combinations (UNE Platform or UNE-P) without any non-recurring charges, sunset period, “glue charge,” or geographic restrictions.  The Joint Applicants’ incentives to exploit the uncertainty of UNE and UNE-P during the current remand to the FCC, and the potential for further appeal by the Joint Applicants, underlies the need for certainty in regard to the use of UNE and UNE-P.  Sprint’s economic analysis indicates that entry is facilitated through the use of UNE and UNE-P rather than resale because of the additional revenue opportunities associated with the use of UNE.  Any restraint on the use of UNE significantly chills entry.


Non-recurring charges for any service, element, or UNE-P or other product provided to a CLEC for which there is a retail analog shall not exceed the Joint Applicants’ charge to its own retail customers.  In order to provide competitive parity, and remove a significant barrier to entry, non-recurring charges should be at equal rates.  In particular, this concept is very important in the xDSL context.  The Joint Applicants should not be able to assess an xDSL line conditioning charge to CLECs that is not also assessed to the Joint Applicants end users or other customers purchasing from the Joint Applicants’ xDSL service tariffs.  The Joint Applicants have proposed excessive charges to CLECs in this regard.


Operational Support Systems (OSS) of the Joint Applicants must be demonstrated to be capable, through third-party tests, of handling the reasonably expected demands for pre-ordering, ordering, provisioning, billing, repair and maintenance with respect to resold services, unbundled network elements, and combinations of unbundled elements.  The Joint Applicants must also provide uniform OSS interfaces for carriers purchasing interconnection.  The OSS interfaces shall include all industry standards, including OBF guidelines, and include both GUI and EDI based interfaces where no industry standard applies.  Uniformity among all related formats, including data fields and business rules shall be implemented across all of the Joint Applicant’s systems and states.


Sprint’s experience has shown that one of the largest hurdles to cross in connection with entry is the development of effective OSS system interfaces with incumbents.  To the extent that systems differ or data fields/business rules behind the systems differ, orders do not pass smoothly.  Significant rework and manual processing are required to correct these situations.  The time and expense involved in state by state customization creates a significant entry barrier.


Best Practices available in other states served by the Joint Applicants shall be available in Illinois.  The Joint Applicants shall make available to any requesting carrier any term or condition that it or any of its affiliates is obligated to provide a CLEC under any existing interconnection agreement, arbitration decision or other state ruling throughout the area served by the Joint Applicants.  Such term or condition should be made available within 30 days of request.


This condition would permit the pro-competitive terms and conditions available in one agreement to be available in Illinois without the burdensome process of renegotiating and re-arbitrating.  Further, availability of best practices would assist in opening the markets of the Joint Petitioners to competition.


Performance measures should be adopted that are better defined than the 79 undefined performance measures that the Joint Petitioners propose.  The performance measures adopted in Texas would be appropriate for use in this context.  Mark Smith addresses this issue further in his testimony.


�
Q.	MR. VIVEROS OF JOINT APPLICANTS EXPLAINS THEIR OSS COMMITMENTS.  GENERALLY, JOINT APPLICANTS COMMIT TO DEPLOYING WITHIN 2 YEARS OF THE MERGER CLOSING COMMERCIALLY READY, APPLICATION-TO-APPLICATION INTERFACES (E.G. EDI AND EBI).  DOES THIS SATISFY SPRINT’S OSS CONCERNS?


A.	No.  The time period is way too long.  Joint Applicants have had more than three years since the Act passed to improve their OSS systems so that CLECs will be at parity with the ILEC.  Now, Joint Applicants propose at least 2 years from the merger closing to do what they already have an obligation to do.  Note that if CLECs and Joint Applicants do not agree to a plan, an arbitration will be held under the terms of the commitment.  This could add additional time to the process.  Moreover, Joint Applicants do not agree to third party testing of the revised OSS.�  Third party testing is necessary to ensure that the OSS systems work properly and that parity is achieved.





Q.	HAS THE FCC STAFF AND THE JOINT PETITIONERS PROPOSED DIFFERENT MERGER CONDITIONS THAN THOSE PROPOSED BY THE JOINT PETITIONERS IN THIS PROCEEDING? 





A.	Yes.  In DA 99-1305, CC Docket No. 98-141, released July 1, 1999 proposed conditions were published for comment.  These terms differ markedly from those proposed by the Joint Petitioners in this proceeding.  Sprint does not find the proposal contained in DA 99-1305 to be sufficient and recommends adoption of the conditions proposed by Sprint in Exhibit A.  Given the recent public release of the FCC conditions, I have not had a full opportunity to study the conditions and what effect they may have on Illinois and the conditions proposed by the Joint Applicants here.  I am perplexed though as to how certain conditions may work together.   For example, paragraph 51 of the FCC proposed conditions seems to mirror interconnection Commitment D in Illinois.  There is, however, no explicit statement excepting out importation of terms obtained by Joint Applicants’ CLEC through use of the pick and choose provisions of 252(i) in the FCC proposed conditions as there is in interconnection Commitment D in Illinois.  Joint Applicants should inform this Commission as to how the FCC conditions will apply in Illinois and explain how any differences between the proposed set of conditions will be reconciled.  Until that is done, I cannot make a reasoned judgment regarding the effect of the conditions proposed at the FCC.	





Q.	DOES THAT CONCLUDE YOUR TESTIMONY?


A.  	Yes.


�	Exhibit 6 to the Amended Joint Application , p. 8, f.n. 12; Kahan Direct Testimony on Reopening, Ex. 1.3, p. 32.


�	Kahan Direct Testimony on Reopening, Ex. 1.3, pp. 11-12.


�	Kahan Supplemental Direct Testimony on Reopening, Ex. 1.4, p.3.


�	Joint Applicants’ Response to Commission June 15 letter, p. 3 and Dysart Supplemental Direct Testimony on Reopening, Ex. 10.1, pp. 2-3. 


�	Kahan, Ex. 1.3, p. 7.


�	I have the same concerns relating to Interconnection Commitment D where Joint Applicants except out importation of interconnection arrangements obtained by a Joint Applicant CLEC through the pick and choose provisions of 252(i).  Joint Applicants will be incented to not seek favorable interconnection terms out of region and will instead adopt other CLEC agreements to avoid importing arbitrated terms to Illinois.


�	Viveros Supplemental Direct Testimony on Re-opening, Ex. 7.2, p.4.
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