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CASE NOS. TT-2002-472 and 473
SOUTHWESTERN BELL TELEPHONE, L.P.,

D/B/A SOUTHWESTERN BELL TELEPHONE COMPANY

DIRECT TESTIMONY OF JOHN REGAN, JR.

Q.
WHAT IS YOUR NAME?

A.
My name is John Regan, Jr. 

Q.
WHAT IS YOUR TITLE AND ADDRESS?

A.
My title is Vice-President, Regional Marketing.  My address is One SBC Plaza, Suite 3652, Dallas, Texas 75202.  

Q.
HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE MISSOURI PUBLIC SERVICE COMMISSION (“COMMISSION”)?

A.
No.

Q.
HAVE YOU PREPARED A SCHEDULE THAT PROVIDES INFORMATION REGARDING YOUR EMPLOYMENT AND EDUCATIONAL BACKGROUND?

A.
Yes.  That information is attached as Regan Schedule 1.

1) Purpose

Q.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
As the Vice-President of Regional Marketing for SBC Communications Inc.,  I am responsible for all of the marketing activities, retail promotions, advertising, product packaging and sales channel product placement strategy for consumer and business retail wireline customers in the Southwestern Bell Telephone, L.P., d/b/a Southwestern Bell Telephone Company (“SWBT”) region.  I will explain in my direct testimony why SWBT has filed two winback tariffs similar to those the Commission has previously approved and why these tariffs should be approved. 

Q. WHAT ARE THE KEY POINTS THE COMMISSION SHOULD REMEMBER REGARDING YOUR TESTIMONY?

A. There are several points the Commission should remember:

· Competition is alive and growing in Missouri today.  Residential and business customers today have more choices and better options than ever before.  The customer is the beneficiary of the competitive landscape that exists in Missouri. 

· SWBT is extremely focused on meeting customers' needs and expectations.  Our goal is to provide high quality services at competitive prices.   

· Some customers seek to return to SWBT for local service after having been with a CLEC for some period of time.  I believe customers choose to return to SWBT because of their prior positive experience, our value, and the quality of SWBT's telecommunications services.

· In considering whether to return to SWBT, customers do not understand or generally accept the idea of paying nonrecurring fees, when many of these customers did not pay a nonrecurring fee when they switched to or established service with a CLEC.

· Customers have grown accustomed to winback offers in the telecommunications market. Customers have experience in the long distance market and know the ease of switching providers and expect SWBT to waive non-recurring charges in the local market when a customer seeks to return to SWBT from a CLEC.

· “Winback” offers by SWBT are good for residential and business customers and for competition.  In Missouri, during the period that SWBT has had winback offers available to customers who are returning to SWBT, customers in record numbers have switched from SWBT and have gone to CLECs.  After switching to a CLEC’s service, some customers have sought to return to SWBT.  The ease by which a customer can move among local exchange providers improves competition; it does not stifle it. 

2) SWBT’s Proposed Tariffs

Q.
PLEASE EXPLAIN SWBT'S PROPOSED RESIDENTIAL OFFER THAT SWBT FILED ON MARCH 29, 2002 WITH A PROPOSED EFFECTIVE DATE OF APRIL 9, 2002?

A.
Tariff File No. 200200831, which is the tariff that is at issue in Case No. TT-2002-472, is a residential promotion that proposes to waive the nonrecurring charges for those similarly situated residential customers who elect to return to SWBT after having been with another local exchange carrier.  This proposed tariff provides additional benefits to these similarly situated residential customers by allowing them to have their nonrecurring charges waived when that customer elects to subscribe to one of SWBT's more popular packages, the SBC Advantagesm, Essentialssm, BASICSsm or WORKS® packages along with the nonrecurring charge waiver for the access line.  To qualify for the nonrecurring charge waiver, the residential customer must not have: 1) had service disconnected for non-payment; or 2) any past due bills for regulated service owed to SWBT.  SWBT proposed that the promotion would be offered for a period of approximately one-year, from April 9, 2002, through March 31, 2003.  Tariff File Number 200200831 is attached hereto as Regan Schedule 2.

Q.
PLEASE EXPLAIN SWBT’S PROPOSED BUSINESS OFFER THAT IT FILED ON MARCH 29, 2002, WITH A PROPOSED EFFECTIVE DATE OF APRIL 9, 2002.

A.
Tariff File Number 200200628, which is the tariff that is at issue in Case No. TT-2002-473, is a business promotion that proposes to waive certain nonrecurring charges for those similarly situated business customers who elect to return to SWBT after having been with another local exchange carrier.  The business customer must not have: 1) had service disconnected for non-payment; or 2) any past due bills for regulated service owed to SWBT.  SWBT proposed that the promotion would be offered for a period of one year, from April 9, 2002, through April 8, 2003.  Tariff File Number 200200828 is attached hereto as Regan Schedule 3.

Q.
HAS THE COMMISSION PREVIOUSLY APPROVED TARIFFS SIMILAR TO THESE PROPOSED TARIFFS?

A.
The Commission has twice previously approved a SWBT residential tariff similar to the one at issue in this proceeding.  The only difference between the tariff that is at issue in Case No. TT-2002-472 and the prior residential tariffs that the Commission previously approved, is that the current proposed tariff adds an additional benefit to customers.  Specifically, under the terms of the proposed tariff, SWBT will waive the nonrecurring charges for both the access line and the designated vertical feature packages.  Additionally, the Commission previously approved the SWBT proposed business tariff that is at issue in this proceeding.  SWBT merely seeks to extend the business tariff that the Commission previously approved since the prior promotion expired on April 8, 2002. 

3) The Competitive Marketplace in Missouri

Q.
ARE THE CLECS WINNING CUSTOMERS IN THE MARKETPLACE?

A.
Yes.  Customers are choosing to go to CLECs for local service today in record numbers.  In many ways, the telecommunications services of the competitors are similar, and many products are the same.  What differentiates companies in the customer's mind boils down to a very simple concept: which company delivers the most value in terms of service, reliability, products, packaging, and competitive pricing.  This means the “winning” company best addresses the customer value proposition.  Having said that, by the nature of competition, not all companies do as well in this endeavor; some do a better job than others.  My job is to ensure that SWBT offers a value proposition that meets customer expectations in the Missouri marketplace.

Q.
SINCE AUGUST OF 2000,
 WHAT HAS HAPPENED TO THE NUMBER OF RETAIL LINES THAT SWBT PROVIDED? 

A.
Over the last 22 months, the number of SWBT retail lines in service has decreased by 179,582 or 6.8% from the base of August 2000.  Through the first five months of 2002, the number of SWBT retail lines decreased by 52,000 or 2.1% of the base as of January 2002.  These numbers do not reflect any additional lines the CLECs have sold to their customers, nor does it reflect any new customers who elected to receive telecommunications service directly from another carrier rather than from SWBT.  This data indicates that competition is strong in Missouri, and, that the number of local service customers that are leaving SWBT has increased significantly.

Q.
DID SWBT HAVE COMMISSION-APPROVED WINBACK TARIFFS IN PLACE DURING SOME PORTION OF THE PAST 22 MONTHS?

A.
Yes.  SWBT has had Commission-approved winback tariffs waiving nonrecurring charges for residential customers from August 4, 2000, to December 31, 2001.  Additionally, SWBT has had Commission-approved winback tariffs waiving nonrecurring charges for business customers from April 9, 2001, to April 8, 2002.  As outlined in the direct testimony of Mr. Hughes, the Commission has previously approved 12 winback tariffs proposed by SWBT over the past 22 months. 

Q.
DOES THE DATA DEMONSTRATE THAT EVEN WITH WINBACK OFFERS MORE CUSTOMERS ARE SWITCHING TO CLECS EACH MONTH THAN ARE RETURNING TO SWBT?
A. Absolutely.  The number of competitive disconnects over the past 22 months have been growing consistently, while the number of SWBT retail lines during the same period have declined.  Even including those customers who have elected to return to SWBT for local service, the number of SWBT retail lines still has decreased by over 52,000 lines from January 2002 to May 2002, that is over a 2.1% line loss in just five-months.  Also, as I have previously mentioned, the number of customers “lost” by SWBT does not include the number of “new” or “growth” lines gained by other carriers.  SWBT faces effective competition from a variety of carriers including resellers, CLECs purchasing UNEs, pure facilities based CLECs (e.g., cable TV providers), and wireless carriers.

Q.
WHAT INFORMATION DO YOU RELY ON TO DETERMINE THE NUMBER OF CUSTOMERS WHO LEFT TO GO TO A CLEC? 

A.
My organization estimates the number of customers that have left SWBT and elected to receive local service from a CLEC by comparing disconnect service orders processed by our Retail Operations with the total number of disconnects for all of SWBT Retail.  The remaining customers are the ones that SWBT believes have elected to receive service from a CLEC.  The number of competitive disconnects shown on Regan Schedule 4 demonstrates that more and more customers are electing to leave SWBT and receive service from a CLEC.  

4) Customer Demands in a Competitive Market

Q. WHAT ARE CUSTOMERS LOOKING FOR IN A COMPETITIVE MARKET?

A. I believe customers are looking for a telecommunications provider that provides value to them.  This value may be based upon price, service, or the type of offerings available.  I believe customers choose to return to SWBT due to our total value proposition we provide to the customer.

Q.
ARE SWBT'S PROPOSED TARIFFS IN RESPONSE TO CUSTOMER DEMAND?

A.
Yes.  Customers contact SWBT to return for local service, but many times are disappointed to learn there is a non-recurring charge to re-establish service with SWBT.  This is often times different than their experience when they switched to the CLEC for local service, because CLECs frequently waive non-recurring charges for establishing service.  In some cases, customers who want to come back to SWBT for local service have decided not to do so because of the non-recurring installation charge. 

When a customer seeks to re-establish service, currently we are unable to offer any special promotion for that “winback” customer.  To the customer, we appear to be unresponsive and non-sensitive to the competitive forces of the marketplace. Customers expect companies to earn their business and do not fully understand the legal and regulatory issues surrounding SWBT tariff filings.  

Q.
IS THIS THE TYPE OF OFFERING YOU EXPECT IN A COMPETITIVE MARKET?

A. Yes.  In a competitive market such as the local telecommunications market in Missouri, carriers will develop unique offerings and promotions (such as SWBT’s proposed tariffs) in order to win customers in the marketplace.  It is the customer that realizes the benefit of such offers. 

Q. IS THIS SIMILAR TO YOUR EXPERIENCE IN OTHER MARKETS?

A. Yes.  I have 18 years of experience in the competitive telecom market, including the CPE (customer premise equipment) and the intralata-interlata voice and data services sectors.  During that time, SWBT’s affiliates continually evaluated their offerings to ensure that they were meeting the customer value proposition in the competitive marketplace. SWBT is merely attempting to do the same thing now in the local exchange marketplace. 

Q. DO CUSTOMERS RECEIVE “WINBACK” TYPE OFFERS IN OTHER MARKETS?

A.
Certainly.  For example, cable TV companies offer to buy back satellite dishes for customers who have chosen to drop their traditional cable TV service and purchase service from a satellite cable provider.  Winback offers have also been prevalent in the long distance market for many years.  For example, some long distance companies offer checks to prior customers that have switched providers.  When these checks are cashed, the customer’s long distance service is switched back to the previous provider.  Some IXCs will provide a “signing bonus” for the value of the remaining term liability of an existing contract or bonuses for long distance voice or data services.  The long distance market provides an excellent example of what telecommunications customers have grown to expect and SWBT is merely attempting to do the same thing now in the local exchange marketplace.

Q. DO SWBT'S WINBACK TARIFFS PROMOTE COMPETITION?

A.
Absolutely.  As I indicated, SWBT’s winback tariffs are responsive to the competition it faces in the marketplace.  The fact that SWBT is providing such promotions demonstrates competition is working.  Moreover, with SWBT’s response in the competitive marketplace, including the proposed offering of winback tariffs, CLECs will have an incentive to increase their competitive response.  It is this give and take in the competitive market that will increase the intensity of competition.  Clearly, it is consumers that ultimately benefit from this increased competitive activity.

5)
Conclusion

Q.   CAN YOU PLEASE SUMMARIZE YOUR DIRECT TESTIMONY?

A. SWBT's proposed tariffs that are at issue in this case are designed to provide customers with additional choice in the competitive local telecommunications market in Missouri.  Customers will benefit from these proposed tariffs that would allow a customer to elect to return to SWBT for local service without incurring a non-recurring charge.  It is these types of offers that will increase the intensity of the competitive marketplace and allow customers to receive the full benefits of competition. 

Q.
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A.
Yes.

� August 2000 is used as a point of reference because, as is further explained below, SWBT’s first winback tariff became effective in August 2000. The Commission has approved many winback tariffs since that time.
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