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	I. Introduction


�SEQ Numbers_2_0 \* Arabic \r 1�1�.	Q:	Please state your name and current occupation.  


A:	My name is David R. Conn.  I am Vice President - Law and Regulatory Affairs with McLeodUSA Incorporated, the parent company of McLeodUSA Telecommunications Services, Inc. ("McLeodUSA").  My business address is McLeodUSA Technology Park, 6400 C Street SW, Cedar Rapids, IA 52406-3177.  


�SEQ Numbers_2_0 \* Arabic \n�2�.	Q:	Please state your educational and professional background.


A:	I hold BA, MA, and JD degrees from the University of Iowa.  Upon completion of law school in 1978, I accepted a position with the Office of Commerce Counsel, the legal advisor to the Iowa State Commerce Commission (now, the Iowa Utilities Board).  In 1983, the Office of Commerce Counsel became the Office of Consumer Advocate, and the existing personnel became employees of the Consumer Advocate.  With both the Commerce Counsel and the Consumer Advocate, I was involved in all facets of ratemaking and public policy issues involving gas, electric, and telephone companies, with a concentration on telecommunications industry issues.   I was a Lead Attorney in the Consumer Advocate's office when I accepted a position as Associate General Counsel with McLeodUSA in 1994.  I was promoted to my current position in March 1998.  


I currently serve on the Operating Board of the Association for Local Telecommunications Services (“ALTS”), and the Board of Directors of the Competition Policy Institute (“CPI”).  


�SEQ Numbers_2_0 \* Arabic \n�3�.	Q:	What is the purpose of your testimony? 


A:	I will address portions of the response of the Ameritech and SBC witnesses to the questions raised by Chairman Mathias in his letters of June 4 and June 15, 1999.  Specifically, I will address:


•	Ameritech's statement (in arguing its compliance with Section 251 of the Telecommunications Act) about the conditions under which it is paying reciprocal compensation for Internet-bound traffic;


•	Ameritech's implicit contention that it is supplying unbundled loops in a way that furthers the competitive goals of the Telecommunications Act; 


•	the effect on McLeodUSA of Ameritech's position regarding "volume discounts" for resale services; and 


•	Ameritech's treatment of McLeodUSA as a reseller in accordance with the requirements of the Telecommunications Act and Illinois law.  


�SEQ Numbers_2_0 \* Arabic \n�4�.	Q:	Please describe the operations of McLeodUSA since it began providing competitive local telecommunications service.


A:	McLeodUSA began providing competitive local exchange services in Iowa and Illinois in 1994, two years prior to the passage of the Telecommunications Act.  Since that time, we have grown to provide competitive services to over 140,000 local exchange customers in 11 states.  Over 90,000 of these customers are residential customers, and the remainder are primarily small business.  All together, we serve almost 400,000 competitive local exchange lines.  Our primary target markets have been second, third, and fourth-tier cities and towns in the Midwest and Rocky Mountain states.  However, we recently announced an expansion of our target geography to include all the U S WEST and Ameritech states.





	II.  Internet Traffic Issue


�SEQ ParaNumbers1_0 \* Arabic \r 5�5�.	Q:	In Mr. Appenzeller's direct testimony on reopening, he states that "Ameritech has complied and continues to comply with the Commission's Order requiring payment of such reciprocal compensation" on Internet-bound traffic.  Does this testimony give a complete picture of the situation?  


A:	No.  It is my understanding that Ameritech is paying reciprocal compensation on Internet-bound traffic if the terminating company has been a party to a successful complaint against Ameritech on this issue.  Ameritech has apparently not made the decision to pay reciprocal compensation to terminating carriers who have not been parties to such complaints.  As a result, Ameritech is not paying such reciprocal compensation to McLeodUSA.  Unless Ameritech reconsiders this position, McLeodUSA will be forced to file a complaint and litigate exactly the same issues that have already been decided by the Commission and by the 7th Circuit.  While Mr. Appenzeller's statement may be technically correct, since there is no Commission order requiring payment of reciprocal compensation for Internet-bound traffic to McLeodUSA, it leaves one with the impression that Ameritech is paying all carriers for this traffic, and that it not the case. 


�SEQ ParaNumbers1_0 \* Arabic \n�6�.	Q.	What is McLeodUSA’s proposal with regard to reciprocal compensation?


A:	The Commission should require SBC-Ameritech to pay reciprocal compensation on calls terminating to the Internet as a condition of approval of the merger, until the FCC determines that a different compensation mechanism is appropriate.  





	III.  Unbundled Loops


�SEQ ParaNumbers1_0 \* Arabic \n�7�.	Q:	Mr. Appenzeller also notes that Ameritech Illinois has supplied over 47,000 unbundled loops as of April 30, 1999.  Does Ameritech supply unbundled loops to McLeodUSA in a way that furthers the goal of local exchange competition?  


A:	No.  We have had a dispute with Ameritech about "special construction" charges that are sometimes levied when we order unbundled loops.  We are sometimes notified that there will be a charge of thousands of dollars when Ameritech supplies a particular unbundled loop to us, even though there is no charge at all when the same service that McLeodUSA intends to provide is provided to the same location by Ameritech for its own end-user customer. This can occur when the loop must be conditioned for certain services, or when the customers is served through the use of a digital loop carrier.


Under the forward-looking TELRIC pricing standards used to determine rates for unbundled loops, loop costs should already include the costs to "unbundle".  Even if this were not the case, however, that is certainly no reason for competitive carriers to be charged by the RBOC when the RBOC would not charge its own end-users to provide the loop.  This situation is a clear example of discrimination against competitive carriers like McLeodUSA. 


This situation is complicated by Ameritech's refusal to provide McLeodUSA with access to its existing databases which include information about the existence and type of copper facilities, the presence and types of digital loop carrier deployed, and the deployment of equipment such as load coils, taps and repeaters.  As a result of this refusal, McLeodUSA has no way of determining in advance whether there will be impediments to using unbundled loops to provide service to a particular customer, or when Ameritech might attempt to apply special construction charges.


�SEQ ParaNumbers1_0 \* Arabic \n�8�.	Q.	What is McLeodUSA’s proposal with regard to this issue?


A:	The Commission should prohibit SBC-Ameritech from imposing unreasonable and cost-prohibitive special construction charges on CLECs and should require SBC-Ameritech to provide CLECs access to databases which include information about the existence and type of copper facilities, the presence and types of digital loop carrier deployed, and the deployment of equipment such as load coils, taps and repeaters, as a condition of approval of the merger. 





	IV.  Volume Discounts


�SEQ ParaNumbers1_0 \* Arabic \n�9�.	Q:	Question 7 of Attachment A to the Chairman's letter of June 4 requested more information about wholesale services, including "volume discounts."  Does Ameritech provide wholesale discounts?


A:	Since 1994, McLeodUSA has been providing competitive services in Illinois using the resale of Ameritech's Centrex service.  Where McLeodUSA uses Centrex resale, McLeodUSA functions [and is treated by Ameritech] as a single large customer with many different locations.  Typically, discounts have been applied to our usage based on this fact, i.e., that McLeodUSA is a single customer from the standpoint of the bill that Ameritech renders. 





Ameritech's tariff, however, contains language which seems to contradict this approach, stating that "aggregation of services including usage services, for the purposes of applying volume discounts . . . is permitted for carriers on the same basis it is permitted for Ameritech Illinois' retail customers.  Aggregation of services is limited to services under an account provided to a particular Carrier customer's premises."   Ill. C. C. No. 20, Part 22, Section 1, 3rd Revised Sheet No. 1.1.  To the extent this language is intended to prohibit aggregation across McLeodUSA's end-users, the FCC has determined this approach to be "presumptively unreasonable."  In the Matter of Implementation of the Local Competition Provisions of the Telecommunications Act of 1996, CC Docket No. 96-98, FCC 96�325, ¶ 953 (August 8, 1996).  The Commission should make it clear that language which attempts to prohibit volume discounts across end-user customers of a CLEC is not allowed, and should require that it be removed from Ameritech’s tariff in order to ensure that volume discounts continue to be provided.





	V.  Ameritech Treatment of McLeodUSA


�SEQ ParaNumbers1_0 \* Arabic \n�10�.	Q:	The Chairman's letter of June 4, 1999, also asked in general about the provision of telecommunications services on a wholesale level.  What has been McLeodUSA's experience in this regard?  


A:	As noted above, we began providing service in Illinois through the resale of Ameritech's services in 1994.  It was not until 1997, however, that McLeodUSA entered into a resale agreement with Ameritech in Illinois.  At the time that agreement was signed, McLeodUSA purchased substantial services from Ameritech, out of Ameritech's retail tariffs.  We believed that signing a resale agreement would have the effect of allowing us a wholesale discount on the service we were purchasing, and would purchase in the future; but since the services we purchased would themselves remain the same, we expected that the agreement would not have any operational implications for us.  


In the two years following the signing of that agreement, however, we have been in a constant struggle with Ameritech to implement the agreement.  For example, Ameritech refused to provide us with Voice Messaging after we had signed the agreement, even though we have purchased the same service for resale prior to signing.  It must be noted that this was not a dispute about a "wholesale" discount; Ameritech refused to provide the service to McLeodUSA even at the same retail rates that any non-carrier customer would pay.  We have been advised at various times that we would experience reduced levels of support from our account team, that we would have longer intervals to secure service, and that would have to change various elements of our network configuration in order to "implement" the resale agreement, even though the service we purchase did not change after we signed the agreement.  We continue to work with Ameritech toward the resolution of these and other issues regarding that agreement.  None of these problems, however, seems consistent with a desire to adequately meet the needs of wholesale customers, and to implement what should have essentially been nothing more than a billing change.  





�SEQ ParaNumbers1_0 \* Arabic \n�11�.	Q:	Please summarize your testimony.


A:	There are issues raised by the Chairman which get to the heart of our problems competing with Ameritech for local service.  In determining what action the Commission should take with respect to this merger, the Commission should take these issues into consideration and impose appropriate conditions to ensure that the goal of effective local competition is achieved. 


�SEQ ParaNumbers1_0 \* Arabic \n�12�.	Q:	Does this conclude your testimony?  


A:	Yes, it does.  
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