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CASE NO. TR-2001-65

SOUTHWESTERN BELL TELEPHONE, L.P.

D/B/A SOUTHWESTERN BELL TELEPHONE COMPANY

SURREBUTTAL TESTIMONY OF CRAIG A. UNRUH

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A.
My name is Craig A. Unruh and my business address is One SBC Center, Room 3528, St. Louis, Missouri, 63101.

Q.
ARE YOU THE SAME CRAIG A. UNRUH THAT FILED DIRECT AND REBUTTAL TESTIMONY IN THIS CASE?

A.
Yes.

1)
Introduction

Q. WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?

A. The purpose of my surrebuttal testimony is to address the rebuttal testimony, or lack thereof, filed by parties in this case.  Specifically, I note the almost complete lack of participation by any competitive local exchange carriers (CLECs) in this case which was initially created to address the current cap on CLEC switched access rates.  I also address continued suggestions that the Missouri Universal Service Fund (USF) could be used to fund switched access reductions.  I explain that high switched access rates can impact the calling plans offered by incumbent local exchange carriers (ILECs) and CLECs and not just the long distance prices charged by Interexchange Carriers (IXCs).  Finally, I demonstrate that no party has provided any statutory authority permitting the Missouri Public Service Commission (Commission) to lower the switched access rates charged by price cap carriers such as Southwestern Bell Telephone, L.P., d/b/a Southwestern Bell Telephone Company (SWBT).  In addition to my testimony, Mr. David Barch is also submitting surrebuttal testimony on behalf of SWBT in which he addresses other parties’ rebuttal testimony regarding specific cost issues. 

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

A. The Commission should understand the following points about my testimony:

· Even though this case was established to determine a long-term solution for determining maximum rates for switched access service offered by CLECs, there has been an almost complete lack of CLEC participation in this case, leading to the conclusion that CLECs are not concerned about the current switched access rate cap.

· The continued suggestions that a Missouri USF could be used to offset any switched access rate reductions is both contrary to state statutes governing Missouri’s USF and poor public policy.

· The high switched access rates charged by many ILECs affect the plans offered by other providers in the state including expanded calling plans offered by ILECs and CLECs and not just the long distance prices charged by IXCs.

· No party has argued that the Commission has the authority to reduce the switched access rates offered by price cap regulated carriers, such as SWBT.

2)
Lack of CLEC participation regarding the current switched access rate cap mechanism suggests CLECs are not concerned about this mechanism becoming permanent

Q. IN YOUR DIRECT TESTIMONY, YOU TESTIFIED THAT THE CURRENT CAP ON CLEC SWITCHED ACCESS RATES WAS A REASONABLE LONG-TERM SOLUTION FOR DEALING WITH CLEC SWITCHED ACCESS RATES.
  DID ANY CLECS RAISE A CONCERN WITH MAKING PERMANENT THE CURRENT CAP ON CLEC SWITCHED ACCESS RATES?

A. No.  In fact, no CLEC even filed rebuttal testimony let alone expressed a concern about the current cap on CLEC switched access rates.  The Commission should infer from this that the CLECs are not concerned about the current cap.

Q. DO OTHER PARTIES SUPPORT THE CONTINUATION OF THE CURRENT CAP ON CLEC SWITCHED ACCESS RATES?

A.
Yes.  The Office of Public Counsel (OPC), Sprint Missouri Inc., and The Missouri Independent Telephone Group (MITG) all support the continuation of a cap on CLEC switched access rates.
 

3) 
The use of a Missouri USF to fund switched access rate reductions is unlawful and poor public policy 

Q. MR. WARINNER
 SUGGESTS AGAIN IN REBUTTAL TESTIMONY THAT A MISSOURI USF COULD BE USED TO OFFSET SWITCHED ACCESS RATE REDUCTIONS (WARINNER REBUTTAL TESTIMONY, P. 17).  DOES HE PROVIDE ANY EVIDENCE IN HIS REBUTTAL TESTIMONY DEMONSTRATING THAT SUCH AN APPROACH WOULD BE LAWFUL OR APPROPRIATE? 
A. No.  In my rebuttal testimony, I demonstrated that it would be both unlawful and poor public policy to use the Missouri USF to fund access reductions.
  Section 392.248.2 RSMo 2000 clearly lists the only permissible uses for a Missouri USF and funding switched access rate reductions is not included.  The OPC reaches the same conclusion.
  Moreover, it would be poor public policy to create a new mechanism (i.e., a Missouri USF) to continue the significant reliance on external sources (e.g., Federal USF, switched access charges) for cost recovery – as opposed to relying on a carrier’s own end-user customers to recover a greater share of the cost of providing service to these end-user customers.

4)
High switched access rates charged by many ILECs impact the plans offered by other carriers including plans offered by other ILECs and CLECs and not just the prices of long distance services offered by IXCs

Q. THE SMALL ILECS ARGUE THAT SOME FORM OF FULLY DISTRIBUTED COST ALLOCATION SHOULD BE USED TO IDENTIFY THE ILECS’ SWITCHED ACCESS COST AND THAT A PORTION OF LOOP COSTS SHOULD BE CONSIDERED SWITCHED ACCESS COSTS.
  WHY DO YOU BELIEVE THEY ARE TAKING THESE POSITIONS?

A. I believe their goal is to maximize the cost estimates for their switched access service in an effort to justify their high switched access rates.  While SWBT’s combined originating and terminating switched access rates are slightly less than $0.06 per minute, the average combined originating and terminating switched access rates for the other ILECs in the state is over $0.165 per minute.
 

Q. SOME PARTIES QUESTION WHETHER OR NOT THERE ARE BENEFITS ASSOCIATED WITH SWITCHED ACCESS RATE REDUCTIONS BY FOCUSING ON IXCs.
  DOES SUCH A FOCUS CONSIDER THE WHOLE STORY?

A.
No.  While I also question the extent to which IXCs have traditionally “flowed-through” access expense reductions to their end user customers through lower long distance rates, this is only part of the impact that should be considered.  For example, with lower switched access rates, we may see an increase in the number of expanded calling plans offered by ILECs and CLECs.  A few small ILECs have offered expanded calling plans, or are at least considering the possibility of offering expanded calling plans to their customers.  As I pointed out in my rebuttal testimony
, I understand that these companies have primarily focused on expanded calling to SWBT exchanges where the cost of switched access is almost always lower than it would be in other surrounding exchanges served by other ILECs. 

Q. ARE YOU AWARE OF ANY REQUIREMENT THAT THE COMMISSION USE A FULLY DISTRIBUTED COST ALLOCATION METHOD AS PROPOSED BY THE SMALL ILECS TO DETERMINE THE COST FOR INTRASTATE SWITCHED ACCESS SERVICE EVEN THOUGH THE SMALL ILECS ARE RATE OF RETURN REGULATED?

A. No.  Even though an ILEC may be regulated under traditional rate of return-type regulation, I am aware of no statutory obligation requiring the Commission to utilize a fully distributed cost allocation method for determining the cost of a particular service.  I would note that when SWBT was subject to rate of return regulation, the Commission did not follow a fully distributed cost allocation method for determining the prices of all of SWBT’s services.  When SWBT was under rate of return regulation, its prices were set pursuant to the Commission’s decision in Case No. 18,309.  Based on that case, SWBT’s prices for competitive and non-basic services were set based on long run incremental cost (LRIC) with a contribution element designed to keep basic rates low.  Basic local rates were then residually priced to recover the remainder of the revenue requirement.

5)
No party has suggested that the Commission has the authority to reduce switched access rates charged by price cap regulated ILECs

Q. AFTER DEMONSTRATING IN YOUR DIRECT TESTIMONY THAT THE COMMISSION DOES NOT HAVE THE AUTHORITY TO REDUCE THE SWITCHED ACCESS RATES CHARGED BY PRICE CAP REGULATED ILECS, DID ANY PARTY ARGUE AGAINST THAT CONCLUSION IN REBUTTAL TESTIMONY?

A. No.  There appears to be general consensus that the Commission does not have the authority to reduce SWBT’s switched access rates.  Mr. Harper, testifying on behalf of Sprint Missouri, Inc., thoroughly explains in his rebuttal testimony the limited number of ways in which a price cap carrier’s switched access rates can be impacted.
  It is clear from these limited statutory provisions that the Commission cannot lower SWBT’s switched access rates in this proceeding. 
6)
Summary

Q. PLEASE SUMMARIZE YOUR SURREBUTTAL TESTIMONY.

A. I have pointed out that the lack of CLEC participation in this case indicates that CLECs are not concerned with the current switched access rate cap mechanism.  I have reiterated that the concept of using high cost USF monies to support small ILEC switched access rate reductions would be both unlawful and poor public policy.  I also explain that high switched access rates impact the services offered by carriers (including expanded calling plans offered by ILECs and CLECs and not just the long distance services of IXCs) throughout the state.  For example, the high terminating switched access rates charged by many ILECs have an impact on the services that SWBT offers in the marketplace.  Finally, I note that no party has provided any statutory evidence suggesting that the Commission has the authority to reduce the switched access rates charged by price cap carriers such as SWBT.

Q.
DOES THIS CONCLUDE YOUR SURREBUTTAL TESTIMONY?

A.
Yes.

� Unruh direct testimony, pp. 7-8.


� Meisenheimer rebuttal testimony, pp. 3,11; Harper rebuttal testimony, pp. 5-7; Larsen rebuttal testimony, p. 21.


� Testifying on behalf of Holway Telephone Company, KLM Telephone Company, IAMO Telephone Company and Green Hills Telephone Corporation.


� Unruh rebuttal testimony, pp. 4-7.


� Ms. Meisenheimer states that “access usage is not an essential local service and, therefore, cannot be supported by the Universal Service Fund” (Meisenheimer, rebuttal testimony, p. 10). 


� See for example the general rebuttal testimony of Mr. Schoonmaker testifying on behalf of Small Telephone Company Group, Mr. Larson testifying on behalf of The Missouri Independent Telephone Group, Mr. Brandon testifying on behalf of Alltel Missouri, Inc. and Mr. Warinner.


� Based on information obtained from the Commission’s website on or around 8/28/02. � HYPERLINK http://www.psc.state.mo.us/teleco/access.htm ��http://www.psc.state.mo.us/teleco/access.htm�.  The average ILEC switched access rate represents a simple average of all listed ILECs except SWBT. 


� See for example, Meisenheimer rebuttal testimony, p. 10 and Warinner rebuttal testimony, p. 7.


� Unruh rebuttal testimony, pp. 7-8.


� Harper rebuttal testimony, pp. 7-8.





PAGE  

