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Executive Summary


James C. Falvey, Senior Vice President of Regulatory Affairs for Xspedius Communications, LLC, testifies to the following:


Xspedius-only deposit issue:  The primary purpose of a deposit is to mitigate the risk of extending credit to a customer.  Because SBC routinely owes Xspedius much more than Xspedius owes SBC, there is no risk to SBC.  Consequently, a one-month deposit is more than adequate.
Introduction 

Q.
PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.

A.
My name is James C. Falvey. I am the Senior Vice President of Regulatory Affairs for Xspedius Communications, LLC. (“Xspedius”).  My business address is 14405 Laurel Place, Suite 200, Laurel, Maryland 20707.
Q.
ARE YOU THE SAME JAMES C. FALVEY WHO FILED DIRECT TESTIMONY IN THIS CASE?
A.
Yes.

Q.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
My testimony addresses an Xspedius-specific issue concerning deposits, and rebuts the direct testimony filed by witnesses for SBC Missouri.  

Q.
ON WHOSE BEHALF ARE YOU TESTIFYING?

A.
For this rebuttal testimony, I am testifying only on behalf of Xspedius Management Co. Switched Services, LLC, dba Xspedius Communications, LLC (“Xspedius”). 

· Xspedius GTC Issue 3:  Should Xspedius be required to provide a deposit in excess of one month’s average net billing?

[Responding to Quate Direct at 52-53]

Q.
WHAT IS THE NATURE OF XSPEDIUS’ ISSUE ON DEPOSITS?

A.
Xspedius proposes that, should Xspedius’ credit history warrant the imposition of a deposit, then that deposit should be no more than a one-month deposit, based on projected average monthly billings, reduced by the amount that SBC Missouri owes to Xspedius.  If SBC Missouri ever owes Xspedius more than $500,000, then no deposit could be required.

Q.
DOES MS. QUATE ADEQUATELY ADDRESS SBC’S OPPOSITION TO XSPEDIUS’ PROPOSAL?

A.
Ms. Quate states that the Commission “should foster fair deposit requirements based on objective criteria and the billing party’s actual risk,” but then states that SBC’s deposit requirements meet such a standard while Xspedius’ do not.  Apparently, Ms. Quate is ignoring her own criteria – that deposits are meant to mitigate risk.  As I demonstrated in my direct testimony, SBC routinely owes Xspedius significantly more than Xspedius owes SBC.  In such circumstances, the billing party at risk is Xspedius, not SBC.




Xspedius has proposed a simple, objective formula to calculate the circumstances under which SBC could request a deposit from Xspedius.  So long as the imbalance of payments is so great, it would simply be unfair to impose a deposit on Xspedius.  SBC is more than adequately assured by virtue of its own accounts payable to Xspedius.

Q.
HAVE ANY OTHER COMMISSIONS RULED ON XSPEDIUS’ DEPOSIT ISSUE?

A.
Yes.  Xspedius raised the identical deposit issue in both the K2A and O2A successor proceedings.  In Kansas, the Arbitrator agreed that it would be “extremely unfair” to require a deposit of Xspedius when the amounts owed are so out of balance.  He therefore approved Xspedius’ language.  On May 16, 2005, the Commission affirmed the Arbitrator’s decision.  In Oklahoma, the Arbitrator substantially approved Xspedius’ language as well.  She agreed that the deposit should be net of what SBC owes Xspedius, but permitted up to a two-month net deposit.  However, she also approved Xspedius’ language prohibiting a deposit if SBC owes Xspedius more than $500,000.

 Q.
DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY ON GENERAL TERMS AND CONDITIONS?

A.
Yes, but I reserve the right to supplement my testimony. 
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