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REBUTTAL TESTIMONY OF DR. KENT A. CURRIE 1 

ON BEHALF OF AT&T ILLINOIS 2 

 3 

Q. PLEASE STATE YOUR NAME, ADDRESS AND NATURE OF EMPLOYMENT. 4 

A. My name is Kent A. Currie.  My business address is 208 S. Akard, Room 2610.14, 5 

Dallas, Texas 75202.  I am employed by AT&T Services, Inc. as Lead Financial Analyst 6 

within the Cost Analysis Group.  7 

 8 

Q. WHAT ARE YOUR JOB RESPONSIBILITIES? 9 

A. I develop cost methods that determine the costs incurred by the AT&T incumbent local 10 

exchange companies, including AT&T Illinois, for providing telecommunications 11 

services.  I also supervise the production of cost studies, and analyze cost study results.  I 12 

have been employed in this role since January 2000.  My current responsibilities are 13 

similar to those in my position at Ameritech prior to the SBC-Ameritech merger, where I 14 

was responsible for developing and maintaining the methodological framework for 15 

economic cost studies for Ameritech’s telecommunications services.  These cost methods 16 

are used in many types of studies, such as Long-Run Service Incremental Cost 17 

(“LRSIC”) studies and Total Element Long-Run Incremental Cost (“TELRIC”) studies.  18 

 19 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND. 20 

A. I earned a Ph.D. in economics from the University of Iowa in 1973.  In addition, I earned 21 

a Master of Science degree in economics from the University of Iowa, and a Bachelor of 22 

Science degree in mathematics from Bradley University.  I specialize in microeconomic 23 
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theory and industrial organization, concentrating in public utility economics.  After 24 

completing my graduate studies, I held full-time teaching and research appointments at 25 

two engineering universities, Illinois Institute of Technology and Case Western Reserve 26 

University. 27 

 28 

Q. PLEASE DESCRIBE YOUR TELECOMMUNICATIONS W ORK EXPERIENCE. 29 

A. I began my telecommunications career in 1980 at The Ohio Bell Telephone Company.  I 30 

have performed, directed, and supervised many telecommunications cost analyses across 31 

the entire range of services offered by AT&T’s incumbent local exchange companies.  32 

Furthermore, I have developed and monitored cost methods used in such cost studies. 33 

 34 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULAT ORY 35 
COMMISSIONS? 36 

 37 
A. Yes.  I have testified on cost and other economic issues in regulatory proceedings before 38 

the Illinois Commerce Commission (“Commission”) and many other regulatory 39 

commissions.   40 

 41 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING? 42 

A. I am testifying on behalf of AT&T Illinois.   43 

 44 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?  45 

A. I respond to certain assertions made by Sprint witness Mr. Farrar as they relate to cost 46 

elements for transit traffic service, a topic he raises as part of Issue 43.  Specifically, I 47 
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will address his claim that a TELRIC cost study for transit service should assume the use 48 

of softswitches or packet switches, and also his assertion that a “benchmark” for a transit 49 

rate should be half of AT&T Illinois’ reciprocal compensation rate.  I note at the outset 50 

that AT&T Illinois does not agree that transit service is subject to TELRIC pricing 51 

requirements or that Mr. Farrar’s “benchmark” approach has any validity of usefulness 52 

here.  These points are generally addressed by AT&T Illinois witness Scott McPhee and 53 

not by me.  I rebut Mr. Farrar’s specific cost claims only out of an abundance of caution. 54 

 55 

Q. MR. FARRAR ASSERTS THAT AT&T ILLINOIS’ CURRENT T RANSIT RATE 56 
IS BASED ON A NON-TELRIC-COMPLIANT COST STUDY BECAU SE THE 57 
UNDERLYING COST STUDY ASSUMED THE USE OF CIRCUIT SW ITCHES 58 
RATHER THAN PACKET SWITCHES OR SOFTSWITCHES. 1  PLEASE 59 
RESPOND. 60 

 61 
A. Mr. Farrar is incorrect.  Even if TELRIC rules applied to transit service, they do not 62 

require that the network be assumed to use packet switching or softswitches (much less 63 

that the network would only use such switches, as Mr. Farrar seems to assume).   64 

 65 

Q. PLEASE EXPLAIN FURTHER.  66 

A. Today, a TELRIC-compliant cost study should be based on a network design that is 67 

economically and technically compatible with handling voice traffic over the Public 68 

Switched Telephone Network (“PSTN”) based on existing wire center locations.  At 69 

present, PSTN switches handle voice traffic using a Time Division Multiplexing 70 

(“TDM”) format over circuits.  Switches that exclusively use data “packets” for handling 71 

                                                 
1 Farrar Direct at 28 line 620 to 29 line 648.   
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voice traffic, such as packet switches or softswitches, are not compatible with the current 72 

PSTN.    AT&T Illinois’ current voice network contains no switch using data “packets” 73 

for handling voice traffic to or from other PSTN switches.2   74 

 75 

 In addition, TELRIC requires that the network equipment assumed in a cost study be 76 

efficient for the job the incumbent local exchange carrier (“ILEC”) has to do.  47 C.F.R. 77 

§ 51.505(b)(1).  While some small carriers may have deployed softswitches, that does not 78 

necessarily mean that softswitches could or would be employed on a large-scale basis in 79 

AT&T Illinois’ current network that exclusively relies on voice traffic using the TDM 80 

format, nor mean that softswitches would be most efficient for use in that type of 81 

network. Softswitches using “data” packets for handling voice traffic need additional 82 

equipment to work with the existing PSTN.  Since AT&T Illinois and other AT&T 83 

ILECs have and must have switches today that handle voice traffic using a TDM format 84 

rather than using “data” packets, trying to construct and project costs for a hypothetical 85 

network that exclusively relies on handling voice traffic using “data” packets would, for 86 

TELRIC-costing purposes, be excessively speculative. The Connecticut Department of 87 

Public Utility Control recognized these facts in rejecting Mr. Farrar’s identical 88 

unsupported argument and proposal in a transit cost case in 2010.  Decision, Docket No. 89 

09-04-21, at 20-21, 2010 WL 1821240 (Conn. Dept. Pub. Util. Control 2010).   90 

 91 

                                                 
2 Of course, voice traffic in host/remote umbilical arrangements often uses different formats than that used for voice 

traffic between other switch configurations.   
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Q. MR. FARRAR ALSO RELIES ON A LETTER THAT AT&T SUB MITTED TO 92 
THE FEDERAL COMMUNICATIONS COMMISSION (“FCC”). 3  DOES THAT 93 
LETTER SUPPORT HIS VIEW? 94 

 95 
A. No.  The referenced letter makes no attempt to identify the forward-looking switching 96 

technology to be used in a TELRIC-compliant cost study.  Also, the letter speaks of 97 

softswitches as they might be used by rural ILECs, not major ILECs serving 98 

urban/suburban areas.4  In addition, the letter only discusses end-office switching costs.  99 

That is important for two reasons with respect to transiting.  First, tandem switching, not 100 

end office switching, is the only relevant form of switching with respect to handling 101 

transit traffic.5  Second, the costs identified in the letter do not include other costs (such 102 

as transport costs, billing costs, signaling network costs, and an allowance for shared and 103 

common costs) that would need to be included in the development of a TELRIC-104 

compliant transit rate.  Mr. Farrar also provides no discussion of the capabilities and 105 

limitations of softswitches, their costs, or how a hypothetical voice network with 100% 106 

softswitches along with the accompanying design changes that would be necessary 107 

elsewhere in such a network, could be modeled in any realistic way or consistent with 108 

TELRIC’s assumptions about switches (such as keeping existing switch locations 109 

constant). 110 

 111 

Q. HASN’T AT&T PETITIONED THE FCC TO CONDUCT A PROC EEDING 112 
CONCERNING TDM-TO-IP CONVERSION OF THE PSTN?  113 

 114 

                                                 
3 See Farrar Direct, Exhibit RGF-3.1.   
4 Farrar Direct, Ex. RGF-3.1 n.6.   
5 The letter refers explicitly to Class 5, i.e., end-office, switching eight different times and never refers to Class 4, 

i.e., tandem, switching.  Also, the costs of tandem switches are ordinarily viewed as being 100% traffic sensitive, 
whereas the letter (at page 5) presumed a 20% traffic-sensitive fraction of end office switching costs.   
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A. Yes. AT&T filed a petition with the FCC requesting a proceeding to facilitate the 115 

“transition from legacy transmission platforms and services to new services based fully 116 

on the Internet Protocol.”  The petition asked the FCC to establish and oversee trials to 117 

“help the Commission understand the technological and policy dimensions of the TDM-118 

to-IP transition.”6  119 

 120 

Q. IS THAT PETITION EVIDENCE THAT SOFTSWITCHES ARE THE 121 
FORWARD-LOOKING SWITCHING TECHNOLOGY TO USE IN TELR IC 122 
COST STUDIES? 123 

 124 
A. No.  The petition proposes steps to achieve an all-IP network, which is not the PSTN we 125 

have today.  The petition does not attempt to or purport to identify technologies or 126 

network designs to use in TELRIC cost studies.  Moreover, the petition is not targeted at 127 

transit service.  As Mr. McPhee has explained, AT&T’s position as to transit service 128 

remains that it is not required by Section 251 of the 1996 Act and, even if it were, it is not 129 

required to be provided at a TELRIC-based rate. 130 

 131 

 In any event, the proceeding and trials proposed by AT&T in its petition to the FCC are 132 

steps needed to address important technical and regulatory uncertainties that must be 133 

resolved to facilitate any transition to an all-IP network.  For example, services offered on 134 

the existing PSTN may not be identical with the services offered on an all-IP PSTN.  To 135 

date, however, those technical and regulatory uncertainties have not been resolved.      136 

Those uncertainties would need to be resolved before it would be possible to develop 137 

                                                 
6 AT&T Petition to Launch a Proceeding Concerning the TDM-to-IP Transition, FCC GN Docket No. 12-353 (filed 

Nov. 7, 2012) at 1 (“AT&T Petition”).   
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specific network plans and designs that are firm enough to perform TELRIC-compliant 138 

cost studies for such an all-IP network, assuming that such TELRIC cost studies would 139 

even be required.  140 

 141 

Q. MR. FARRAR SEEMS PERPLEXED BY THE FACT THAT APPA RENT COST-142 
BASED TRANSIT RATES VARY WIDELY ACROSS SEVERAL AT&T  ILECS.7  143 
ARE YOU PUZZLED WITH THE RATE VARIATIONS REPORTED B Y MR. 144 
FARRAR? 145 

 146 
A. No, I am neither puzzled nor surprised.  There are many reasons why cost-based transit 147 

rates may vary across several AT&T ILECs.  For example, the mix of tandem switches 148 

by vendor, annual carrying charge factors and shared and common factors can vary 149 

significantly across states, which will result in differing costs.  Not to be forgotten, cost-150 

based transit rates are normally the result of extensive fact-based regulatory proceedings 151 

in which commissions make many independent findings resulting in particular rates.  152 

Consequently, there are economic and regulatory reasons explaining differing cost-based 153 

transit rates.   154 

 155 

Q. MR. FARRAR ALSO PROPOSES TO USE AT&T ILLINOIS’ R ECIPROCAL 156 
COMPENSATION RATE AS A BENCHMARK, AND ASSERTS THAT THE 157 
TRANSIT RATE SHOULD BE NO MORE THAN HALF THE RECIPR OCAL 158 
COMPENSATION RATE (OR HALF OF FRONTIER’S RECIPROCAL  159 
COMPENSATION RATE). 8  PLEASE RESPOND. 160 

 161 
A. Mr. Farrar’s proposal makes no sense.  He takes two reciprocal compensation rates – 162 

neither of which purports to be cost-based or TELRIC-based or reflect the actual or 163 

                                                 
7 Farrar Direct at 31 line 691 to 33 line 727.   
8 Farrar Direct at 33 line 729 to 36 line 781.   
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forward-looking costs of any carrier, much less of AT&T Illinois – and then arbitrarily 164 

cuts them in half.  Since neither starting point has anything to do with a cost-based rate (if 165 

such pricing methodology even applied to transit), then any “benchmark” based on them 166 

would be meaningless for purposes of setting a cost-based rate.  In addition, Mr. Farrar’s 167 

presumption that one could simply cut the reciprocal compensation rate in half because 168 

transit service does not include end office switching costs is wrong.  To begin with, not 169 

all of the costs for reciprocal compensation or transit are switching costs.  The reciprocal 170 

compensation rate includes traffic measurement costs, signaling costs, and billing costs.  171 

With reciprocal compensation those costs are built into the end-office switching rate, not 172 

the tandem switching rate.  The same types of costs are also incurred when AT&T Illinois 173 

provides transit service.  Since there is no rate element for end office switching in transit 174 

service, however, these other costs are included in the rate element for tandem switching.  175 

Simply cutting the reciprocal compensation rate in half, based on the idea that with transit 176 

there is one switch involved instead of two, ignores that these costs must be recovered in 177 

transit rates. 178 

 179 

Q. STAFF WITNESS DR. REARDEN SEEMS TO BELIEVE THAT AT&T 180 
ILLINOIS’ CURRENT TARIFFED TRANSIT RATE IS OUTDATED .9  PLEASE 181 
RESPOND. 182 

 183 
A. I disagree.  In fact, this Commission addressed that same issue in a recent arbitration 184 

between AT&T Illinois and Big River and held that AT&T Illinois’ transit rates (and thus 185 

                                                 
9 Rearden Testimony at 18 line 409.   
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the underlying costs) are not outdated and could still be used today.10  The Indiana 186 

Commission addressed the identical issue, involving transit rates of the same age, and 187 

likewise held that those rates remained valid and were not outdated.11  Furthermore, 188 

while the existing AT&T Illinois transit rates are cost-based, the $.0007 proxy rate for 189 

reciprocal compensation and the Frontier rate discussed by Mr. Farrar are not cost-based, 190 

the costs discussed in the letter to the FCC are irrelevant to transit service for the reasons 191 

I discussed above, and the transit rates in other states are not based on any Illinois-192 

specific cost data and can vary from the Illinois rate (higher and lower) for any number of 193 

state-specific reasons.12  Any reliance on those alleged “benchmarks” would be improper 194 

and nothing better than a guess. 195 

 196 

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?   197 

A. Yes.   198 

                                                 
10 Arbitration Decision, Docket No. 11-0083, at 38 (2011).   
11 Order of the Commission, Cause No. 48070-INT-01, at 14-15 (Ind. Util Reg. Comm’n 2012).   
12 Dr. Rearden (at 18 lines 399-400) also cites Mr. Farrar as relying on “estimated switching costs per MOU” in the 

AT&T letter to the FCC.  As discussed previously, those costs were for end office switching only.  The letter to 
the FCC made no assumption about, and did not even discuss, costs for tandem switching, which is the kind of 
switching used in transit service.  That letter also did not contain or purport to be a transiting cost study of any 
kind.   


