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Executive Summary


Mary Jo Wallace, Vice President of Margin Management for Birch Telecom, Inc. (“Birch”), presents direct testimony on behalf of the CLEC Coalition on the following issues concerning certain General Terms & Conditions issues.


General Billing Issues.  Ms. Wallace provides testimony, based on her considerable experience at Birch Telecom, concerning the due date of SBC’s bills, payment (or escrow) of disputed amounts, and backbilling limitations.  


Birch receives invoices each month from SBC’s electronic billing process.  Birch receives useable electronic invoices from 7 to 9 days following the invoice date, and receives paper invoices from 7 to 13 days following the invoice date.  Birch receives approximately 1,030 invoices every month from SBC, with each invoice averaging 400 to 900 pages.  The review process is thus very lengthy and manually-intensive, and is exacerbated by SBC’s billing errors which are routine and significant.  Thus, besides confirming that charges are legitimate, Birch must document and then track a significant number of billing disputes.  Indeed, in 2004, Birch filed over 2,000 disputes in Missouri, totaling over $600,000.  And Birch’s experience is that approximately 80% of billing disputes are ultimately resolved in Birch’s favor.  Once those disputes are resolved, reconciling and tracking the resulting credits is also time-consuming because the data supporting the backbilling or credits is so sketchy (e.g., Birch recently received a bill that had a single entry “internal correction debit” in the amount of $256,000).  


Because the bill review process is so time-consuming (in large part, because of SBC’s high error rate), Birch requires 30 days to review and reconcile SBC’s invoices.  But because the bills are received many days following the invoice date, the review process would be significantly truncated if Birch were required to provide payment to SBC within 30 days of the date printed on the invoice.  Consequently, Ms. Wallace recommends that payment to SBC be due within 30 days of receipt of invoice or within 45 days of invoice date.  Only in this way will CLECs have the requisite 30 days to review SBC’s bills.


SBC’s proposal that CLECs escrow disputed amounts is particularly unfair, in light of SBC’s demonstrated billing error rate.  Further, getting documentation from SBC for apparently erroneous charges and then getting resolution of the dispute is a very time-consuming and complicated process, frequently exceeding 180 days. Having Birch’s funds tied up for a considerable period of time when 80% of the disputes are ultimately resolved in Birch’s favor is an unwarranted penalty for SBC’s inability to correctly bill.  


Birch has far fewer disputes in the Qwest and BellSouth regions, and those ILECs do not require Birch to escrow disputed amounts.  Qwest and BellSouth not only provide more accurate billing, but they also provide their bills much more promptly than SBC.  The Commission should not reward SBC’s inefficiencies and inaccuracies by approving SBC’s requested contract language concerning due date, back-billing, or escrow of disputed amounts.

Introduction and Witness Qualification

Q.
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A. My full name is Mary Jo Wallace.  My business address is 2300  Main Street, Suite 600, Kansas City, Missouri 64108.

Q.
 BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?  
A.
 I am employed by Birch Telecom, Inc., (“Birch/ionex”) as Vice President of Margin Management.

Q. WHAT ARE YOUR RESPONSIBILITIES AS VICE PRESIDENT OF MARGIN MANAGEMENT? 

A.
My responsibilities include the Line Cost organization, which is comprised of both local and facility invoices, the CABS organization, Revenue Assurance and all aspects of the reciprocal compensation process.

Q. 
PLEASE BRIEFLY DESCRIBE YOUR WORK EXPERIENCE IN THE TELECOMMUNICATIONS INDUSTRY.

A.
I have over 34 years of experience in the telecommunications industry.    I worked for SBC for over 30 years.  While at SBC, I worked in Network where I was responsible for end office upgrades and the monitoring of usage from each of the switches.   Additionally, I was a Management Development instructor in the Human Relations organization; worked in operator services; and worked in the IT and CABS organizations where I was responsible for the usage associated with the billing. I also worked in the Finance organization and my responsibilities there included revenue disbursement and project management for the reciprocal compensation, IBIS and Clearinghouse processes.    My final responsibilities at SBC were in the Regulatory organization where I was responsible for administering the reciprocal compensation and Clearinghouse processes between SBC and the LECs/CLECs.  



I either chaired or participated in the industry LEC billing workshops in Arkansas, Kansas, Oklahoma, Missouri and Texas for the implementation of the Primary Toll Carrier Plan.     Additionally, I represented SBC in its 271 hearings in Texas as a subject matter expert for all aspects of the reciprocal compensation process.   I conducted reciprocal compensation billing workshops for CLECs doing business in SBC’s five state Southwestern Bell region.  Responsibilities for this assignment included the creation of the Data Exchange Binder and the TESP, both of which were provided to CLECs to be used for the reciprocal compensation and Clearinghouse process.    



After retiring from SBC, I worked as a telecommunications consultant. I then joined Birch in 2002, working in the Finance organization.

Q.
HAVE YOU PREVIOUSLY TESTIFIED IN REGULATORY PROCEEDINGS BEFORE ANY STATE PUBLIC UTILITY COMMISSIONS?
A.
Yes.   I testified on behalf of SBC Texas in its efforts to gain Section 271 authority in Texas (Project No. 16251). My primary responsibilities for that proceeding were reciprocal compensation and the Clearinghouse process.  I also recently testified on behalf of Birch and the CLEC Coalition in the K2A, O2A, and T2A successor proceedings, on the topics addressed in this testimony.

Q.
ON WHOSE BEHALF IS YOUR TESTIMONY BEING FILED?
A.
My testimony is being filed on behalf of the CLEC Coalition, which is comprised of Birch Telecom of Missouri, Inc., ionex Communications, Inc., Big River Telephone Company, LLC; NuVox Communications of Missouri, Inc.; Socket Telecom, LLC; XO Communications Services, Inc., formerly known as and successor by merger to XO Missouri, Inc. and Allegiance Telecom of Missouri, Inc.; and Xspedius Management Co. Switched Services, LLC, dba Xspedius Communications, LLC  (collectively referred to hereinafter as the “CLEC Coalition”). 
Q.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
The purpose of my testimony is to addressed several billing issues in the General Terms and Conditions Attachment (CLEC Coalition GT&C DPL Issues 7, 8, and 11).

Disputed Issues Related to Billing (GT&C)

Q.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
I will address certain issues in the General Terms and Conditions Attachment related to billing.  These include CLEC Coalition Issues 7(a) and 7(b), related to the due date of SBC’s bills; Issues 7(c) and 11(c), related to payment of disputed amounts; and Issue 8, related to backbilling.  
Q.
SBC IS PROPOSING A 30-DAY TIMEFRAME FOR BILL PAYMENT.  DO YOU THINK THAT IS REASONABLE?

A.
No.  SBC’s proposal ties the 30 days to the date of SBC’s invoice, but my experience has been that the invoice date is not the date SBC generates the bill – or at least it certainly is not the date that SBC sends it to Birch/ionex.  In a review of our invoices received from December 2002 to November 2004, we received electronic invoices from 7 to 9 days following the invoice date.  On paper invoices, the receipt ranged from 7 to 13 days following the invoice date, with an average of 10 days.  So SBC’s 30-days-to-pay is really no better than 20-days-to-pay.

Q.
WHY ISN’T 20 DAYS A SUFFICIENT AMOUNT OF TIME TO REVIEW SBC’S BILLS AND PAY THEM?


A.
A CLEC like Birch does not receive a single bill from SBC in a month; instead, we get approximately 1,030 invoices every month.  Each invoice averages 400 to 900 pages.   So reviewing literally hundreds of thousands of pages is a very lengthy process.  The review process is exacerbated by SBC’s billing errors, which occur regularly and are significant.  So the bill auditors not only review the bills for payment, but also have to create documentation to send to SBC on billing disputes, and then track the resolution of those disputes to make sure Birch receives proper credit on subsequent bills for disputes resolved in its favor.

Q.
COULDN’T THE CLECS SIMPLY NOTIFY SBC AND SEEK ADDITIONAL TIME IF SBC’S INVOICES ARE NOT RECEIVED ON A TIMELY BASIS?

A.
SBC’s invoices are received throughout the month.  Consequently, if CLECs were required to notify SBC and seek additional time to pay, CLECs would be constantly notifying SBC of late invoices because SBC’s invoices are routinely late.  Such a notification process would be cumbersome to administer effectively and place a significant burden on CLECs – all because SBC cannot get its bills out on a timely basis.  

Q.
IS BIRCH’S BILL REVIEW PROCESS AUTOMATED?

A.
No, it is very manually-intensive.  Our review primarily consists of comparing the most recent bill with the prior month’s bill, and then checking whether there is an accurate and reasonable basis for the differences.  Such basis might include added circuits or rate increases.  Once we find a charge that appears unreasonable, we may seek additional documentation from SBC or dispute the charge.  The latter requires logging it into our dispute database, and submitting it to SBC in their required format.  Because SBC routinely rejects our disputes, sometimes in as little as 10 minutes, we then have to re-file the dispute, often with additional documentation.

Q.
PLEASE GIVE SOME EXAMPLES OF PROBLEMS YOU HAVE ENCOUNTERED THAT REQUIRE SIGNIFICANT EFFORT TO RESOLVE.

A.
SBC’s backbilling can cause difficulty because there is no limit on how far back SBC can go to recharge the CLEC.  If SBC sends us a backbill for two years, it means we have to comb back through old invoices to confirm that we have not already been charged for the same item.  SBC can also be very terse or cryptic in describing a backbilling.   For example, we recently received a bill where the entire description was “internal correction debit” in the amount of $256,000.  In that case, there was no way to know what we were being billed for without additional information from SBC.



We also have difficulties reconciling bills when SBC changes its method of doing things.  For example, in the reciprocal compensation area, when SBC switched to terminating recording, our bills went from 4 invoices a month at the state level to a minimum of 50 invoices a month at an OCN/LATA level.  Because of the way we process that type of invoice, we needed to wait until all the invoices were received before we could reconcile them – thereby shortening even more the timeframe for processing.

Q.
IS IT YOUR EXPERIENCE THAT SBC’S BILLS ROUTINELY CONTAIN ERRORS?

A.
Yes.  In fact, we recently settled over 3,000 separate disputes with SBC.  During 2004, we issued almost 2,000 disputes in Missouri alone totaling over $600,000.  In 2004, we issued over 8,200 disputes with SBC in the states of Kansas, Missouri, Texas and Oklahoma totaling over $2.3 million. Our experience has been that approximately 80% of our disputes are ultimately decided in our favor.  Because of the poor quality of SBC’s billing, we simply cannot afford just to pay the bill without a careful review.

Q.
WHEN A DISPUTE IS RESOLVED IN YOUR FAVOR, DOES SBC SEND YOU A REFUND?


A.
No, SBC only issues credits.  This becomes a particular problem if the credit is issued on a BAN (Billing Account Number) for which there is little subsequent activity.  We typically ask for such credits to be transferred to other BANs that do have activity – but that process takes time, so we have to constantly follow up and make sure the credit is applied.  Many times there is no visibility on outstanding credits where there is no current activity because, while the credit will show up in the month it is issued, after that SBC may not send us another bill. So an outstanding credit could easily fall into a “black hole” if we don’t monitor its existence and insure it is transferred as requested.

Q.
IS IT YOUR EXPERIENCE THAT SBC’S BILLING PROCESS IS MORE ERROR-PRONE THAN OTHER RBOCS?

A.
Yes.  We have far fewer disputes with Qwest and BellSouth.  In fact, SBC’s bills, in the states of Texas, Kansas, Missouri, and Oklahoma, account for 97.5% of the number of disputes and 91.3% of associated charges disputed throughout the SBC, Qwest and BellSouth regions. Qwest and BellSouth also are much prompter in getting their bills to us.  So we do not have the review issues with them that we have with SBC both because we have longer to perform the review and because there are fewer errors to reconcile.  We do not have to escrow funds on disputed amounts with these companies either – where it would not be quite as financially painful to do so because their error rate is much lower so the escrow requirement would be less.

Q.
DO YOU BELIEVE A CLEC SHOULD HAVE TO ESCROW DISPUTED FUNDS UNTIL THE DISPUTES ARE RESOLVED?

A.
No, absolutely not.  As I indicated, SBC’s bills are routinely in error.  Further, getting documentation from SBC for apparently erroneous charges, and then getting resolution of the dispute is a very complicated process that can take months to complete.  CLECs do not have the financial resources sufficient to place significant pools of cash on hold while SBC leisurely processes disputes that will likely be resolved in the CLEC’s favor.  I do not think we should be penalized in this way for SBC’s inability to correctly bill.  Further, SBC has absolutely no incentive to resolve billing disputes quickly or improve its billing accuracy as long as it gets paid up front by the CLECs or the funds are sitting in escrow. 

Q.
ISN’T SBC’S RISK INCREASED IF A DISPUTE CONTINUES OVER A LONG PERIOD OF TIME?

A.
The resolution of billing disputes is primarily within SBC’s control, since it is the company with the original records that generated the bill.  Thus, the CLEC is being required to part with significant sums of money for equally significant periods of time, but with little control over the dispute resolution process.  CLECs should not bear the entire financial burden when SBC has some modicum of control over its own eventual receipt of payment (where the dispute is resolved in SBC’s favor) and CLECs must simply wait it out (where the dispute is resolved in the CLEC’s favor).  The equities clearly warrant protecting CLECs’ cash flow here: there is greater harm to CLECs having to pay out cash they do not owe than the harm caused to SBC for a mere delay in payment.
Q.
WHAT ARE YOUR RECOMMENDATIONS TO THE COMMISSION CONCERNING BILLING ISSUES?

A.
So long as SBC’s bills are so lengthy and error-filled, it is critical that we have at least 30 days to review and pay the charges.  This can be accomplished by having the due date tied to the receipt of the invoices.  Since SBC’s proven track record of getting bills to us runs from 7 to 13 days (and longer for some other CLECs), then it might be possible to have a 30-day review if the due date was 45 days from the date of the invoice.  Any more compressed due date makes processing SBC’s invoices virtually impossible.



I also believe CLECs should not be required to escrow disputed amounts.  If SBC improved its billing systems, it would receive payments for legitimate charges promptly.  And until it does undertake those improvements, it should not be rewarded by putting its competitors in a financial bind because of escrow requirements.



Finally, I do not think SBC should be permitted to backbill for more than 6 months.  Again, SBC’s error-prone process should not be encouraged, nor should CLECs be forced into the difficulties of reviewing and confirming the validity of very old charges.  Such a limitation should not apply on credits, however.  In some cases, there is no means for us to determine that SBC has been erroneously bill us in error for an extended period of time.  If we later discover the error, or if SBC finally realizes its mistakes, it would not be fair for SBC to retain all those payments erroneously made because of SBC’s faulty billing system.  Limited credits would merely reinforce SBC’s sloppy billing practices because there would be no negative consequences.  That is not in the public interest nor appropriate for the Commission to encourage.

Q.
DOES THIS CONCLUDE YOUR INITIAL TESTIMONY?

A.
Yes, it does.







1
13

