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

D/B/A SOUTHWESTERN BELL TELEPHONE COMPANY

SURREBUTTAL TESTIMONY OF JOHN REGAN, JR.

Q. WHAT IS YOUR NAME AND BUSINESS ADDRESS?

A. My name is John Regan, Jr.  My business address is One SBC Plaza, Room 

3652, Dallas, Texas 75202.

Q.
ARE YOU THE SAME JOHN REGAN WHO SUBMITTED DIRECT TESTIMONY FOR THIS CASE?

A.
Yes.

1.
Introduction

Q.
WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?

A.
My testimony will demonstrate to the Missouri Public Service Commission (“Commission”) that the proposed tariffs at issue in this proceeding are in the public interest and benefit customers.  My Surrebuttal Testimony will respond to the Rebuttal Testimonies filed by Mr. R. Matthew Kohly on behalf of AT&T Communications of the Southwest Inc. (“AT&T”) and Mr. Don Price on behalf of MCImetro, Brooks Fiber and MCI (collectively referred to as “WCOM”). 

Q.
WHAT ARE THE MAIN POINTS THE COMMISSION SHOULD REMEMBER ABOUT YOUR TESTIMONY?

A.
There are several main points the Commission should remember:

· SBC Southwestern Bell Telephone, L.P., d/b/a Southwestern Bell Telephone Company’s (“SWBT”) proposed tariffs benefit Missouri consumers by offering additional choice in the competitive local telecommunications market.

· Despite the claims by some of the intervenors, competition is strong in Missouri, customers have more options today than ever before and they are exploring their options in record numbers.  SWBT continues to lose access lines each month.

· In a competitive market, customers desire to change providers for a better deal (churn).  Churn is, in fact, a function of a free market and an indicator that the market is open.

· SWBT’s proposed tariffs offer Residential and Business Customers the opportunity to choose to return to SWBT for local service without incurring a nonrecurring charge.  

· SWBT is making it a priority to help customers affected by the recent industry turmoil, and is prepared to assist customers looking to switch providers and businesses seeking to develop and execute contingency plans.  These proposed tariffs will allow those customers choosing to return to SWBT for local service to do so without incurring a nonrecurring charge

· Customers today are better educated with regards to telecommunications products and services than ever before.  Customers demand that they be treated honestly and fairly.  Customers want and, in fact, demand services that match or exceed competitors’ offers.  This is the basis of SWBT's decision to file the winback tariffs at issue in this proceeding.  SWBT wants to make it easy and simple for customers to return to SWBT, if they choose.
2.
Competition in the Market

Q.
MR. REGAN, YOU SAY THAT COMPETITION IS STRONG IN MISSOURI, YET OTHERS ARE SAYING THAT COMPETITION IS WEAK AND IN TROUBLE.  HOW DO YOU RESPOND? 

A.
As the data in my Direct Testimony as well as the Direct Testimony of Mr. Hughes indicates, competition is strong and growing in Missouri.  Telecommunications customers are examining their options for local telecommunications service and are switching their service from SWBT to Competitive Local Exchange Carriers ("CLECs") in growing numbers. That trend is continuing.  For example, in the months of June and July, the number of SWBT retail lines decreased by over 32,500 lines.  This is in addition to the 52,000 line decrease I noted in my Direct Testimony for the period January 2002 – May 2002, for a total retail line loss thus far in 2002 of over 64,500, or more than 3.4% for the year.  I also note that the monthly average SWBT retail line decrease for the last two months is up 53% from the first five months monthly average (16,000 line decrease per month verse 10,400 line decrease per month). 

Q.
IS CHURN A PART OF THE TELECOMMUNICATION LANDSCAPE? 

A.
“Churn” describes the propensity of customers to switch providers.  Customer churn is an issue that we are faced with in this competitive local marketplace, just as the long distance and wireless providers have experienced.  While churn is not something a provider wants to experience, it demonstrates that customers are taking advantage of other providers' offers in the market.  SWBT’s proposed tariffs seek to allow customers to return to SWBT without paying non-recurring costs.  Tariffs such as the ones proposed by SWBT allow customer choice based on best value and quality of service.  In the end, the service provider that best meets customer expectations wins the customer.  Customers benefit because they have a choice in providers based on service, quality, solutions, and/or price.

3.
Customers understanding of the local market

Q.
DO CUSTOMERS HAVE AN UNDERSTANDING OF THE ALTERNATIVES AVAILABLE TO THEM IN THE LOCAL MARKET?

A.
Customers today are smarter and understand their options better than ever before. They know what they want and are willing to either switch providers or stay with their current provider based on best overall value.  Customers today have more options and are willing to test new options, new solutions, and are willing to provide new entrants into the marketplace with opportunity.  However, at the end of the day, customers understand there are choices and tradeoffs for services and support, hence they arrive at their own choice of best value.

Q.
MR. REGAN, IN YOUR EXPERIENCE, HOW HAVE CUSTOMERS CHANGED OVER THE YEARS WITH REGARDS TO UNDERSTANDING THE TELECOMMUNICATIONS MARKETPLACE AND UNDERSTANDING THE PRICING OF TELECOMMUNICATIONS PRODUCTS AND SERVICES?

A.
Today more than ever, I believe customers better understand telecommunications choices and options in the marketplace.  When you consider the number of competitors in the marketplace that offer basic telephone service, as well as the number of long distance companies, cable telephony/cable broadband companies, internet service providers, and wireless providers, there is a vast amount of advertising and communication in the marketplace through various forms of media.  The advertising that exists in the competitive telecommunications industry affords service providers the opportunity to promote choice and educate customers as to the options available to them in the marketplace.  I believe  customers are more informed and knowledgeable now than they were prior to the Telecommunications Act of 1996.

4. 
SWBT’s Customer Messages and Winback Data
Q.
MR. KOHLY ALLEGES THAT SWBT'S "SLAMMING MESSAGES," “HINDER CUSTOMER CHOICE" AND "CONFUSE CUSTOMERS."
  ARE MR. KOHLY'S ALLEGATIONS TRUE?

A.
No.  Communications from SWBT to its former customers are designed in part to ensure that the customer actually made the choice to switch providers.  The letter we send to our former customers is consistent with ensuring that the customer is receiving service from the provider of his or her choice.  SWBT also wants customers to know that it is interested in earning their business if they are inclined in the future to again change their local service provider.  

Q.
MR. KOHLY AND MR. PRICE ACCUSE SWBT OF IMPROPERLY USING WHOLESALE DATA FOR THE PURPOSING OF MARKETING ACTIVITIES FOR WINBACK.  IS THAT TRUE? 
 

A.
No. SWBT’s retail organization complies with the law, and does not use wholesale data to identify potential winback candidates. 

Q.
HOW DOES SWBT GATHER ITS DATA FOR POSSIBLE WINBACK CUSTOMERS? 

A.
**_________________________________________________________ _________________________________________________________________ __________________________________________________________________ __________________________________________________________________ __________________________________________________________________ _________________________________________________________________ _________________________________________________________________________________________________.**

Q.
HOW DOES SWBT USE THE DATA FROM THESE SYSTEMS TO DETERMINE POTENTIAL WINBACK CANDIDATES?


A.
**_________________________________________________________

    _________________________________: 

· _________________________________________________________________________________________________.
· __________________________________________________________________ __________________________________________________________________ _________________________________________________________________________. 
· _______________________________________________________________________________.
· __________________________________________________________________ __________________________________________________________________ __________________________________________________________________ __________________________________________________________________________________________________.  
· __________________________________________________________________________________. 

_______________________________________________________________________________________________.**   



5.
Response to AT&T’s Claims 

Q.
MR. KOHLY CLAIMS, AT PAGE 19 OF HIS REBUTTAL TESTIMONY, THAT THIS CASE IS ADDRESSING RETENTION EFFORTS.  IN THIS PROCEEDING, IS SWBT SEEKING APPROVAL OF A RETENTION PROMOTION?

A.
No.  Both of SWBT's tariffs that are at issue in this docket involve winback tariffs (i.e., these tariffs offer a promotional rate to customers who have already left SWBT).  SWBT does not have a retention tariff (i.e., a promotional offer to encourage existing SWBT customers to remain) pending before the Commission. 

Q.
MR. KOHLY SPEAKS OF TWO ADVERTISEMENTS, ONE WITH A TOASTER AND ANOTHER REGARDING A LIGHT POST.
  CAN YOU COMMENT ON THESE ADVERTISEMENTS?

A.
I would first note that these ads have nothing to do with the tariffs at issue in this case, and did not even run in Missouri.  In any event, I would note that in a competitive market, providers use advertising to relay messages to customers and potential customers.  Advertising typically emphasizes how a product meets customer needs and the competitive strengths of the advertiser.  These ads are consistent with the normal competitive process and are certainly not improper. 

Q.
MR. KOHLY MAKES REFERENCE TO SWBT NOT BEING ABLE TO SEE IF A CUSTOMER HAS BEEN SLAMMED. 
  WHAT STEPS DOES SWBT TAKE TO ENSURE A CUSTOMER HAS NOT BEEN SLAMMED? 

A.
It is unfortunate that slamming occurs in the telecommunications industry.  When slamming occurs, SWBT attempts to help the customer regain the provider of their choice.  However, SWBT has no way of verifying that a customer has been slammed, unless the customer tells us.  That is why SWBT sends a customer service message to customers who disconnect local service to let the customer know that there has been a change to their account.  SWBT’s notice to customers is designed to allow the customer the opportunity to call SWBT if the customer believes they have been slammed.  It is during the conversation with the customer that SWBT is able to identify if the customer has been slammed. 

Q. AN ISSUE HAS BEEN RAISED WITH REGARD TO SWBT’S CREDIT POLICY FOR WINBACK OFFERS.  CAN YOU PLEASE EXPLAIN SWBT'S POLICY? 

A. I believe SWBT's position on this issue may be misunderstood.  I want to make sure the Commission understands our policy regarding credit to a potential winback customer.  If a Residence or Business customer has an outstanding balance owed to SWBT, then the customer must either pay that outstanding balance or make acceptable payment arrangements before SWBT will offer to provide them new service.  Once a customer has paid their outstanding balance or established payment arrangements with SWBT’s credit department, then SWBT allows that customer to again receive service from SWBT.  SWBT allows customers to return even if they had been disconnected for non-payment in the past.  Claims to the contrary merely reflect a misunderstanding of SWBT's offers and practices.

Conclusion

Q. CAN YOU PLEASE SUMMARIZE YOUR TESTIMONY?

A.
The tariffs proposed by SWBT benefit customers.  These potential winback customers will be able to elect to return to SWBT for local service without incurring a nonrecurring charge.  Despite the unsupported testimony of some intervenors, competition is healthy in Missouri.  The data provided by SWBT in testimony demonstrates that CLECs are not only active in the local market in Missouri, but are gaining market share.  In response to this competition, SWBT seeks to regain some of its former customers.  In marketing to these former customers, SWBT-Retail does not inappropriately use wholesale data.  SWBT’s marketing efforts to this class of customers is designed to increase choice for consumers.  The Commission should approve SWBT’s proposed tariffs to allow SWBT to compete for these similarly situated customers.  

Q.
DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

A.
Yes.

� See Kohly rebuttal at page 4 


� See Kohly Rebuttal at page 21, and  Price Rebuttal at page 17


� See Kohly Rebuttal at page 19


� Id. at page 20


� Id. at page 12
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