ICC Staff Brief on Exceptions

Attachment C
ICC Staff Summary of Docket 98-0555 Proposed Conditions
This document contains what Staff believes to be a fairly complete summary of the parties’ proposed conditions in this proceeding.
Staff of the Illinois Commerce Commission
In the event the Commission disagrees Staff’s recommendation to reject the proposed merger, Staff recommends that the Commission condition approval on the following conditions:  (See Staff’s Initial Brief at 168-170)
· Ameritech Illinois’ and SBC’s demonstration to the Commission that they are in compliance with of Sections 251 and 271 of TA96, 47 U.S.C. §§ 251, 271;

· Provision of monthly OSS reports to Staff allowing it to monitor and address any negative OSS trends that may develop in  Illinois after the merger is consummated.  The Joint Applicants agreed to this condition in SBC-Ameritech Ex. 3.1 at 46;

· Ameritech’s agreement to adhere to the Commission’s prior directive and provide common transport.  Ameritech has not agreed to this condition;

· Require notice to cellular customers regarding the impending merger and sale of one of the Joint Applicant’s cellular affiliates consistent with the procedures recommended by Staff;

· Obtaining Commission approval prior to the reduction or removal of any 9-1-1 staff functional in providing 9-1-1 services in Illinois.  The Joint Applicants have not agreed to this condition.  They have only agreed to advise Staff of such changes.  This revision to Staff’s proposed condition is unacceptable; 

· Ensuring that any post-merger changes that are made in the delivery of 9-1-1 services be transparent to the 9-1-1 systems and to the 9-1-1 subscribers. The Joint Applicants have not agreed to this condition.  They have only agreed to advise Staff of such changes.  This revision to Staff’s proposed condition is unacceptable;

· To actively pursue and equally focus on residential, small and medium business customers, comparable to large business customers.  Further, that residential, small business and medium business customers be provided with comparable service, features, new products, pricing, benefits, discounts, etc., including any benefits from TRI, the same as large business customers.  ICC Staff Ex. 7.01 at 11.  Although SBC has not committed to this condition, the Company has indicated it is willing to discuss concern Staff’s concerns and attempt to craft an appropriate commitment.   SBC-AI Ex. 1.2 at 81.   Finally, that the merged company file annual reports with Staff detailing the manner in which they have met this condition.
· A prohibition on the adoption of deceptive and misleading marketing practices in Illinois

· The use of TRI to work on accessibility issues for people with disabilities in Illinois and to implement its Universal Design Policy in Illinois for people with various disabilities to provide input on telecommunications accessibility, service, features, and design.   The Joint Applicants agreed to this condition in SBC-Ameritech Ex. 1.2 at 7;

· Upon completion of this merger,  the Company shall amend the Alternative Regulation formula currently in place  in such a manner that the “Q” component  will be $8 million for any missed minimum service requirement.  Additionally, in the event the Company misses the same minimum service requirement two consecutive years, the “Q” for that item will increase to $16 million for the second year.  If the Company misses the same minimum service requirement three consecutive years, the “Q” for that item will increase to $32 million in the third year.  If the Company misses the same minimum service requirement four consecutive years, the “Q” for that item will increase to $64 million.  If the Company misses the same minimum service requirement all five consecutive years,  the “Q” will increase to $128 million.
  ICC Staff Ex. 8.01 at 16;

· The renewal of Ameritech Illinois’ $3 billion network modernization program in its Alternative Regulation Plan as part of this proceeding and a requirement that Ameritech Illinois identify, for each reported investment, which of its services and products benefit from the investment and identify the area in which the investment is made.  This will ensure that Ameritech Illinois continues its network investments, particularly in those areas of the state with less competitive pressures;

· To update its CAM whenever there is a change in either cost allocation methodology or in the identification of affiliates or services provided or received by Ameritech Illinois; to include in its CAM a brief description of each of Ameritech’s affiliates and, for each affiliate transaction, a description of the type of transaction, the billing provisions for each service or product, and the frequency of transactions; to provide a copy of each affiliate service agreement and the relevant updated CAM pages to Commission Staff prior to receiving or providing services to enable Staff to resolve any cost allocation issues in a timely manner; to file these revisions within 60 days of final regulatory approval; and to inform all relevant company personnel that the manual has been revised, give such personnel ready access to the revised manual, and to train such personnel in its application. The Joint Applicants agreed to this condition in SBC-Ameritech Ex. 1.2 at 6 and Tr. 1580-1581;

· Access to all books, accounts, records, and personnel of SBC, Ameritech, and all their utility and non-utility affiliated parent, sister, and subsidiary companies, as well as independent auditors’ workpapers.  The Joint Applicants agreed to this condition in SBC-Ameritech Ex. 1.2 at 6;

· The allocation of Ameritech Illinois’ share of merger related savings in the manner proposed by Staff;

· The revision of Ameritech Illinois’ LRSICs, TELRIC, joint and common cost studies within six months of final regulatory approval of the merger.  Staff is willing to work with Ameritech Illinois to establish a priorities list for such updates.  The Joint Applicants agreed to this condition SBC/Ameritech Ex. 1.2 at 4; Tr. at 1744.

DSSA and The Neighborhood Learning Networks  (See DSSA’s Initial Brief at 22-28).
DSSA and the Neighborhood Learning Networks recommend that approval of the proposed merger be conditions on the following:
A.
Adoption of reporting and compliance monitoring systems that are consistent with those proposed by the Edgemont Neighborhood Coalition in Ohio.  To ensure that:

· Adoption and implementation of a mechanism to ensure that low income penetration rates significantly improve

· Adoption of a Universal Service performance measurement system, with specific penalties for both post-merger deterioration in universal service and failure to achieve the national standards in a timely manner

· Adoption of a reporting mechanism that can 

(1)  identify the various penetration rates for various basic and advanced telecom services by income level and geography;

(2)  assure that there is no “redlining” of telecom services; and

(3)  guarantee that there will be no need for the type of Community Reinivestment Act-lime regulations to assure the fair and equitable distribution of telecom services.

B.
Creation of an entity, with the authority and financial capacity , that would be responsible for designing and implementing the specific technology access and education initiatives that will be created to mitigate the digital divide in Chicago, other Illinois cities and rural Illinois.  Provide details on the selection of the members and its operation.  The entity would have a limited life of five years.

C.
Initiation of community technology initiatives in disadvantaged areas so that adequate training and access to telecom services is provided to all education and income levels throughout the state.  These would include:


DOE Technology Challenge Grant - Involves the contribution by Ameritech/SBC of $5 million matching grant to a partnership of Chicago area institutions that received DOE Technology Challenge Grant in 1997.  The other $5 million would be matched by other telecom and technology industry providers.


Computer Learning Centers - Create a fund - similar to the TIIAP program run by the Department of Commerce - which would provide matching grants to various neighborhood housing and education-oriented organizations to create computer learning centers.


Innovative Programs - Support creative and innovative initiatives, through technical assistance and money, that could create replicable programs, products and services that could help bring meaningful and relevant telecom-advancing experiences to low income neighborhoods.  Award made on a quarterly basis.  Based on the “best practices” of the grant programs by the TIIAP in the Department of Commerce and the California Community Partnership in California.

D.  Communication Education Programs - Based on making available the following:  

1.  Connectivity - mechanism that connects a local access point to the internet and the world wide web.

2.  Access to connectivity mechanisms such as computers, cell phones, TVs.

3.  Education as to how to operate these devices.

4.  Education as to how to select, install and operate the software associated with these devices.

5.  Motivation to pursue these opportunities.

To achieve this:

1.  Include consumer education programs that would be provided through schools, libraries, churches, etc.

2.  Involve teacher and staff training in teaching and use of technology and telecom skills.

3.  Introduce technology to non-profit and community based organizations

4.  Develop community mapping programs.  Similar approach identified in an attachment “Building Communities” to their witness’ testimony.

5.  Contract relationship with one or more area educational institutions to gather, process, analyze and disseminate “best” and “most promising” public technology initiatives around the country and world so that residents and organizations in Illinois are aware of all of the experiences that might be relevant to the interests of Illinois in developing the most advanced and cost effective interventions in mitigating the digital divide.

Cook County State’s Attorney  (See the State’s Attorney’s Initial Brief at 57 - 62)
1.  Allocation of Merger Savings to Ratepayers:  The Commission should order a minimum of $343 million to ratepayers.  Illinois law requires that the Commission rule on the allocation of any savings resulting from the proposed reorganization.  220  ILCS 5/7-204( c).  See GCI Ex. 1.0 at 91.

2.  Competition Conditions:  

a.  The significant adverse effects of the merger on competition have been discussed elsewhere in this brief.  In an effort to prevent this SBC and Ameritech should agree to meet the conditions set out in Section 271 of the Telecommunications Act of 1996.  A collaborative process should begin immediately and the merger should not be approved until the Illinois Commission is satisfied that the 271 checklist items have been met in Illinois.  The Commission should order an expedited docket on 271 here in Illinois.  Since 271 compliance is ultimately a decision for the FCC, a timetable for FCC submission and compliance should also be agreed to by the applicants.  This should include substantial automatic and monthly penalties imposed for failure to remedy in a timely fashion any deficiencies found by the FCC and for failure to make a timely submission to the FCC.  As requested by the Hearing Examiner, authority to impose penalties is found in Section 5/5-202 and 5/5-203 of the Public Utilities Act.  220 ILCS 5/5-202, 5/5-203.

b.  The Commission should require that the applicants demonstrate compliance with Sections 251 and 252 of the 1996 Act.

c.  Identification and adoption of “best practices” for interactions with CLEC customers.  GCI Ex. 2.0 at 67.  “In the area of competition, the term “best practices” should be interpreted to mean the practice that best opens up markets to competition and best removes entry barriers.”  See GCI Ex. 2.0 at 51.

d.  SBC and Ameritech must adopt a “best practices” approach in which Ameritech maintains or improves its service quality in areas where it may exceed SBC’s quality of service and where Ameritech adopts SBC’s practices and standards where they lead to service quality superior to Ameritech’s.  Id. at 34.

e.  In the annual merger report, Ameritech Illinois will identify any proposed “best practices” the adoption of which by SBC or its affiliates would affect the provision of intrastate telecommunications service in Illinois.  Such reports will include how each identified “best practice” would affect costs, revenues, employment, service quality, marketing, competition and CLEC’s, and the ability of the Commission to monitor and regulate intrastate telecommunications services.  Ameritech Illinois will explain how SBC is identifying “best practices,” the results of any “best practices,” and how they will be maintained over time.  Id. at 9.

f.  Require Ameritech account managers who work with Illinois CLECs remain in Illinois, and that they retain their current level of decision-making authority.  GCI Ex. 2.0 at 67.

g.  Ameritech Illinois should not be allowed to change any of its competitive policies or practices without first obtaining agreement from the affected CLECs.  If an agreement is not reached, then approval by the Commission should be obtained. GCI Ex. 2.0 at 68.

h.  A self-enforcement mechanism should be included in interconnection agreements.  This would help ensure that Ameritech Illinois meets reasonable service expectations in dealing with CLECs. GCI Ex. 2.0 at 70-71.

i.  Require that any multi-state “deal” that SBC may propose need to be nondiscriminatory. GCI Ex. 2.0 at 71.

j.  Cost studies and pricing for CLEC and wholesale services should be required to be modified to maintain to cost-based pricing required by the 1996 Act and the Commission’s policies. GCI Ex. 2.0 at 77.

3.  Service Quality Safeguards and Public Interest Conditions

a.  Alternative Regulation:  The Commission should order an expedited six-month review of the price cap docket.  The prospect of a merger of this magnitude and its effects were clearly not contemplated when the docket and current caps were put in place.  The Commission needs to take steps to insure that as a result of the merger that Illinois ratepayers are still receiving the least-cost public utility service as required by 7-204(b)(1).  Also, without such a review there are concerns that there may be unjust subsidization of non-utility activities by the utility or its customers.  See 7-204(b)(2).

b.  Network Investment and modernization:  The Commission should renew and extend the network modernization requirements adopted as part of the Ameritech Illinois’ price cap plan with more detailed annual reporting to include a description of services, customers, and geographic areas of the state that benefit from each investment.  At least $600 million each year should be invested in its network.  This is the amount that Ameritech Illinois must spend each year on average to meet it 5-year $3 billion commitment.  Continue the investment reporting requirements instituted as part of the alternative regulation plan. GCI Ex. 2.0 at 8, 13.

c.  Require that Ameritech Illinois maintain its existing level of regulatory staffing within Illinois. GCI Ex. 2.0 at 73

d.  Require that employment levels be maintained at adequate levels to provide high quality service.  Customer service representatives should also remain in the Ameritech service region.  The Commission should monitor any changes in Ameritech Illinois’ employee levels. In the annual report on implementation of the merger, Ameritech Illinois should report any transfers of current employees out of Ameritech Illinois (by job title and years of experience), any changes in the number of Ameritech Illinois employees in any job classification, and the effects of such changes on telecommunications service in Illinois. GCI Ex. 2.0 at 18.  This is critical to the Commissions ability to ensure compliance with 7-204(b)(1).  The report of transfers of current employees out of Illinois is part of the monitoring needed to assess whether service quality is harmed as a result of the merger. GCI Ex. 2.0 at 15.

e.  Require that individuals that have cellular contracts with the cellular company that is sold be allowed a minimum of 90 days after the sale is completed to void the contract without penalty.

f.  The Service Quality Index (SQI) in the price cap plan should be strengthened to provide stronger monetary incentives.  It is critical that the incentives be strong enough for Ameritech Illinois not to let service quality deteriorate.  See GCI Ex. 2.0 at 38-41.   Also, the penalty needs to entice compliance on major items.  The out of service over 24 hours standard has been repeatedly missed.  The SQI penalty should be doubled each time it is missed so that Ameritech no longer views missed service quality benchmarks as a cost of doing business. GCI Ex. 2.0 at 40.

g.  Additional service quality measurements be added to the service quality mechanism.  The Commission should make the needed changes to the service quality index in this proceeding, rather than deferring them to the proceeding reviewing the alternative regulation plan. GCI Ex. 2.0 at 19.

h.  Detailed reporting regarding quality of service, including the metrics an standards Charlotte TerKeurst recommends on page 36 of her direct testimony in addition to those already included in the Ameritech Price Cap Plan referenced on  page 35 of Ms. TerKeurst’s testimony. GCI Ex. 2.0 at 9,35,36.

i.  Ameritech Illinois will include its service quality measurements in the annual merger report to the Commission and post the complete report on the internet so that the information is accessible to all parties. GCI Ex. 2.0 at 38.

j.  The SQI penalty for each missed standard should be set at a monetary amount rather than the current percentage reduction in the price cap. GCI Ex. 2.0 at 40, Staff Ex. 8.0 at 16.

k.  The SQI penalty should be strengthened by increasing the penalty for missing a benchmark from the current 0>25% assessment against the price cap index to a 0.75% assessment.  Alternatively, the mechanism could be structured so that the amount of the penalty depends on the degree of service quality deterioration. GCI Ex. 2.0 at 39,40.

l.  The penalty for failing to meeting the SQI standard should be doubled each time that standard is missed as discussed in Ms. TerKeurst’s testimony. GCI Ex. 2.0 at 40.

Illinois Attorney General  (See AG’s Initial Brief at 45-49).
1.  Conditions relating to Investments in Network Infrastructure 

AI must make investments in network infrastructure as are needed to maintain quality of basic exchange services and to upgrade network throughout service territory so that customers have access to new products / services.

A.
ICC should renew / extend network modernization requirements adopted as part of AI price cap plan.

B.
AI should be required to invest $600 million per year in its network, to meet 5-year, $3 billion commitment.

C.
AI should be required to identify, with respect to each such investment:

i.
Which service or product benefits from investment;

ii.
Where investment is made.

2.
Conditions Relating to Illinois Employment Levels
AI employment levels should be maintained at adequate levels to provide high-quality service.

A.
Customer service representatives should remain in AI region.

B.
AI should report to ICC, as part of merger implementation:

i.
Transfers of current employees out of AI (by title, years of experience);

ii.
Changes in number of employees in any job classification;

iii.
Effects of such changes on telecommunications services in Illinois.

3.
Conditions Relating to the Adoption of Best Practices
.
A.
AI should be required to report annually on its planned adoption of SBC “best practices” in Illinois, including any changes in AI marketing practices resulting from such adoption. 

i.
Annual report should include details regarding any  best practices which affect provisioning of intrastate telecommunications services, and with respect to the same, include the effect of such best practice on;

a.
costs;

b.
revenue;

c.
employment;

d.
service quality;

e.
marketing;

f.
competition;

g.
ability of ICC to monitor and regulate intrastate telecommunications services;

B.
Additional safeguards are needed regarding the importation of best practices which benefit shareholders but not ratepayers. ICC should make clear that practices leading to inadequate service quality do not constitute best practices.

4.
Conditions Relating to Service Quality - Reporting Requirements

AI should be required to improve reporting of service quality achievements and service quality index of price cap plan should be modified to include more customer-oriented measurements, and to provide more efficient incentives for AI to provide high service quality.

A.
ICC should require AI to submit more detailed repotting regarding quality of service, particularly with respect to provisioning of basic exchange service to end user customers.

B.
ICC should require AI to report the following service measurements:

i.
% installation within 5 days;

ii.
Trouble reports per 100 access lines;

iii.
% out of service more than 24 hours;

iv.
% dial tone within three seconds;

v.
Operator average speed of answer - toll and assistance;

vi.
Operator average speed of answer - information;

vii.
Operator average speed of answer - intercept;

viii.
Trunk groups below objectives;

ix.
% calls answered within 20 seconds - business office;

x.
% calls answered within 20 seconds - repair office;

xi.
Installation repeat trouble report rate (7 days);

xii.
% repair appointments missed, broken down by residential and business;

xiii.
Repeat trouble report rate, broken down by residential and business;

xiv.
% installation appointments missed - company reasons, broken down by residential and business;

C.
AI internal metrics should probably also be reported, to monitor service quality on private / ISDN lines, along with AI internal standards for these metrics.

D.
AI should be required to include service quality measures in annual merger report to ICC, with posting of complete report on the Internet.

5.
Conditions Relating to Service Quality - Penalties for Failure to Meet Standards
A.
Service quality index in price cap plan should be strengthened to provide stronger incentives to AI to prevent service quality from deteriorating.

i.
Since price cap mechanism applies to shrinking number of AI services, the penalty will decline over time, since it is pegged to the price cap index. Therefore, penalty should be fixed at a set figure;

ii.
The penalty for failure to meet a standard should double each time that standard is missed; thus, at some point, the penalty will become large enough to compel compliance.

iii.
Another approach would be to credit customers whose service is impaired.

B.
Service quality measurements should be modified to more accurately and completely capture most important ones.

6.
Conditions Relating to Competition Relating to Competition
A.
AI /SBC should be required to focus resources on best practices which benefit CLECs. Joint Applicants’ cited best practices all benefit shareholders and retail operations. Best practices should include system to provide services to CLECs.

i.
Account managers for CLEC business to remain in Illinois; retain authority to make decisions;

ii.
AI shouldn’t be allowed to change competitive policies/practices, without first obtaining agreement from affected CLECs.

iii.  Contracts with CLECs should be required to have self-enforcement (liquidated damage) provisions / mechanisms

B.
Reporting requirements should be adopted which would allow ICC, carriers, and others to monitor levels of service provided by AI to its affiliates, and to other CLECs

C.
SBC /AI could be required to obtain approval under Section 271 of the Telecommunications Act of 1996 before merger consummated, or, at a minimum, SBC / AI could be required to demonstrate to the ICC compliance with Section 251 of the Telecommunications Act of 1996 before is merger consummated.

D.
The Commission should initiate a collaborative process to resolve any outstanding 271 or 251 issues

E.
A third: AI’s local exchange operations could be functionally separated/structurally separated/divested from its retail and wholesale functions

7.
Conditions Relating to Regulatory Issues Relating to Regulatory Issues
Commission should require that AI maintain its current level of regulatory staffing in Illinois.

8.
Conditions Relating to Reflection of Merger Benefits in Rates
Flow-through of merger benefits should benefit basic telecommunications customers and further competition. Rate reductions should accrue in both retail rates, and in the rates interexchange carriers and CLECs pay.

A.
Rate reductions should not, for example:

i.
Accrue only to large users;

ii.
Require the purchase of bundled service;

iii.
Require a long term commitment.

B.
Reductions should:

i.
Be available to all non-competitive service customers, including small captive customers and CLECs

ii.
Be reflected in interconnection, UNE, and transport and termination rates.

C.
Merger related reductions should be allocated on an equal-percentage basis among noncompetitive retail rates, wholesale rates, and intrastate and switched access rates, taking into account increased demand resulting from rate decreases.

Citizens Utility Board   (See CUB’s Initial Brief at 67-68).

1)  Competitive service reclassification and accompanying price increases -- 


Commitment that prices for any reclassified small business and residential service that have traditionally been noncompetitive services (i.e. monthly access and usage, including usage bands A, B and C) will not be increased for small business and residential customers.  


2) Remove the service quality penalty from the price cap formula, set the dollar amount per missed item at $8 million and double the dollar penalty for service quality benchmarks that are missed in consecutive years.  See GCI Ex. 1.0 at 39-41; ICC Ex. 8.01 at 16-17 

3)  Revise the service quality index in the price cap formula to incorporate standards listed at pages 35 and 36 of Ms.TerKeurst's Direct testimony, GCI Ex. 2.0 at 35-36.

4)  Increase the dollar investment in the out-of-service-over-24-hours problem to the dollar level mentioned by Mr. Gebhardt during cross-examination ($30 million) would be necessary to spend in order to fix the problem on an ongoing basis.  See Tr. at 817.


5) $343 million annual rate reduction (reflecting $1.4 billion in merger synergies allocated over 10 years.)  Rate reduction should be allocated on an equal percentage marginal cost basis among noncompetitive rates, wholesale rates and intrastate switched access rates, taking into account expected demand stimulation due to the rate cuts.  See GCI Ex. 2.0 at 72-92.


6) Infrastructure investment IBT must identify, for each reported investment, which of its services and products benefit from the investment.  IBT should also identify the area (e.g., MSA) in which the investment is made.  See GCI Ex. 2.0 at 14.


7) Job creation and retention 



a) Customer service representatives shall remain in Illinois;

b) IBT must report any transfers of current IBT employees out of Ameritech Illinois service territory (by job title and years of experience);

c) and any changes in the number of IBT employees in any job classification and the effects of such changes on Illinois telecommunication services.  See GCI Ex. 2.0 at 18.


8) IBT must report on the adoption of SBC's "best practices" in Illinois in an annual merger-related report that lists how each "best practice" would affect costs, revenue, employment, service quality, marketing, competition and the ability of the Commission to monitor and regulate intrastate telecommunication services.  See GCI Ex. 2.0 at 33-34.


9)  Annual merger report filed with the Commission should include record of performance with respect to the service quality measurements listed in the price cap plan with a posting of complete report on the Internet.  GCI Ex. 2.0 at 38.


10) Competition 



a)  Section 271 compliance; or



b)  Sections 251 and 252 compliance; or

c)  Collaborative process (with Commission involvement) in order to accomplish the market-opening process.  See GCI Ex. 2.0 at 63-72.

d) IBT must conduct all interactions between the separated retail and wholesale components on an arms-length basis, with the retail arm obtaining any goods and services from the wholesale operations through written contracts whose prices, terms and conditions would be available to CLECs;

e) SBC, as part of its "best practices,” through IBT, shall explain how its plans to identify and implement a system of "best practices" for providing services to its CLEC customers;

f) Merged company must maintain account managers in Illinois to oversee IBT's interactions with IL CLECs, with those account managers retaining decision-making authority;

g) IBT must not change its current competitive policies or practices, including its OSS, without first obtaining agreement from affected CLECs or approval of the ICC;

h) Establishment of reporting requirements that would allow the ICC, carriers and others to monitor the level of service provided to CLECs and IBT affiliates;

i) Establishment of negotiated self-enforcing mechanisms in new interconnection agreements that would provide compensation to CLECs if performance standards were not met.  See GCI Ex. 2.0 at 63-72.


11.  Updating of cost studies by IBT within six months after date merger is consummated.  See ICC Ex. 3.00 at 43.


12.  Commitment that any multi-state deals that SBC may propose in its efforts to obtain one stop shopping advantages be nondiscriminatory.  See GCI Ex. 2.0 at 71.


13.  IBT's existing level of regulatory staff remain in Illinois.  See GCI Ex. 2.0 at 73.

14.  Indefinite continuation of residential basket rate freeze.

AT&T  (See AT&T’s Initial Brief at 50-51).
AT&T concludes that no condition can address competitive issues.  However, if the Commission concludes that the proposed merger should be approved, AT&T recommends structural separation.

(a) Ameritech Illinois network assets and personnel would be separated from its “retail” and other assets and functions.  Ameritech Network Operations would, by agreement, be limited to providing network services to other competitors.

(b) The Ameritech Network Organization would be required to develop, test and implement non-discriminatory operational support systems to provision network elements to competitors, including the Ameritech Retail Organization.  Operational support systems should support both network elements obtained in undisrupted combinations, as well as network elements individually.  The Ameritech Network Organization would agree to combine network elements that are not currently combined at the request of any competitor, so long as the requested combination is technically feasible.

(c) For an interim period (i.e., until the OSS systems are determined to be fully operational and nondiscriminatory), the Ameritech Network Organization would provide OSS customer-support functions to all new entrants who choose to use the Ameritech Network Organization for these functions, including the divested Ameritech retail entity.

(d) The Ameritech Retail Organization would be permitted to begin offering competitive services at its inception, but only through the use of network elements obtained using the same OSS systems available to all other entrants.  At no time would the Ameritech Retail Organization be permitted to resell the retail services of the Ameritech Network Organization.

(e)


A balloting process of defined duration would be conducted..  At the conclusion of the balloting process, any local exchange customers that had not selected a competing provider would be allocated.
  

AT&T notes that more detailed and refined steps and requirements would need to be developed, but the foregoing principles would serve as a framework for instituting an adequate separation of retail from network functions and provide a basis on which a merger with the retail side of Ameritech Illinois could proceed.

21st Century Telecom of Illinois, Inc.
21st Century supports the condition proposed by AT&T’s witness, Mr. Gillian, stating that the Commission should mandate a clean structural separation of the Company’s retail management form the ILEC’s network operations.  (21st Century’s Reply Brief at 3).
NextLink 
NextLink recommends that the Commission condition approval of the proposed merger on the conditions adopted in BA/NYNEX merger as well as the following conditions:

 (a)
Pre-Approval Conditions   (See Nextlink’s Initial Brief at 18-22).

· Ameritech meet all 14-points of the Section 271 checklist as determined by the FCC prior to implementation of this transaction. 

· SBC/Ameritech establish mandatory and detailed performance reporting requirements to enable competitive service providers to determine quickly and clearly whether SBC/Ameritech is providing service to them in a non-discriminatory manner.  These performance reporting requirements must require SBC/Ameritech to report all service transactions on a disaggregated company-by-company basis, including all CLECs and Ameritech itself.  Moreover, the Commission must not permit SBC/Ameritech to use any statistical model that allows "bad" performance in one service category to be offset by "good" performance in another service category.

· Impose a duty on SBC-Ameritech to negotiate interconnection agreements with enforcement mechanisms that ensure compliance with each performance standard.  As a part of this approach, the Commission should require SBC-Ameritech to include incident-based liquidated damage enforcement provisions.  These enforcement provisions are administratively efficient because they require little regulatory oversight and ensure that the incumbent monopoly has the right incentive to provision service at the statutory "parity" standard.

· The Commission further should direct SBC-Ameritech to focus resources on the identification and adoption of "best practices" for its interactions with CLECs.  Moreover, SBC-Ameritech should be required to report to the Commission on how the post-acquisition monopoly will identify, implement, and maintain a system of "best practices" for providing services to CLEC customers.


(b)
Post-Approval Conditions        (See Nextlink’s Initial Brief at 22).

· SBC/Ameritech must submit to a post-approval compliance proceeding that would be conducted on an annual basis until SBC-Ameritech demonstrates that the Illinois market is irreversibly open to competition.  Such proceedings would require SBC/Ameritech to demonstrate that it is in full compliance with all federal and state conditions and requirements.

· Require SBC/Ameritech to offer in Illinois any technically feasible service, facility, and/or interconnection arrangement that SBC/Ameritech currently or subsequently provides in any other state within its combined service territory.  This condition would ensure that competitors in Illinois would be able to take advantage of the same arrangements that SBC/Ameritech offers competitors in other states.

�      As Staff noted in its Direct Testimony (p. 16), the wording of this proposed penalty adjustment assumes that the next ARP will be for a five year term.  In the event that does not turn out to be the case, this language can be adjusted accordingly to reflect whatever term results.


� This provision would both accelerate competition and extend the useful life of Ameritech’s existing customer-support functions which might otherwise not be easily adapted for use by the divested Ameritech retail operation (which would have to develop systems like any other CLEC).





� In designing the specific processes to effect a balloting and allocation of retail customers, the Commission should review the process, procedures and customer experience used to ballot and allocate customers to promote long distance competition.
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