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Pre-filed Direct Testimony of Carey Roesel (SouthEast Telephone, Inc.)

DIRECT TESTIMONY OF CAREY ROESEL

Will you please state your name and business address.
My name is Carey Roesel. My business address is 210 North Park Avenue,

Winter Park, FL 32789.

By whom are you employed and in what capacity?
I am Vice President of Technologies Management, Inc., a consulting company

specializing in telecom regulation.

Please give a brief description of your background and experience.

Since 1996 I have been a consultant working with competitive
telecommunications companies. In that capacity I have provided assistance in
market planning, rate research, certification, and tariffs. Prior to joining
Technologies Management I worked in the local division of Sprint. I have
received a Bachelor of Arts in Economics at the University of Florida and a

Master of Arts in Applied Economics from the University of Central Florida.

What is the purpose of your testimony?

The purpose of my testimony is to present evidence that a geographically specific

analysis of the rural areas of Kentucky would demonstrate that competitive
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carriers are impaired without access to unbundled incumbent LEC local circuit

switching for DS1 enterprise customers.

In what way are competitive carriers impaired in these markets?
The FCC’s Triennial Review Order opens the door for a finding of impairment due
to market-specific operational or economic conditions. Although operational barriers

may exist, my testimony will focus on economic barriers.

What specific economic barriers exist in the rural markets of Kentucky?
There is an insufficient density of DS1 enterprise customers in these areas to support
self-provisioned switching. The scale economies that characterize provision of
telecommunications services are apparent. The FCC’s Order makes reference to
“scale economies” or “‘economies of scale” nearly 90 times. Although the Order did
not recognize individual CLEC impairment based solely on a company’s small scale
of operations, it did find that if a new entrant were considering the full range of
customers that could reasonably be served in a particular market, and an
economically viable scale of operations could not be achieved, there should be a
finding of impairment for that market.

Pikeville, Kentucky — where SouthEast Telephone presently operates — is
just such a market. The Company has not prepared a detailed UNE-L model for
rural Kentucky. The timeline of this proceeding did not allow for a complete

study, and the expense does not seem warranted given what would apparently be
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a situation of extreme switch underutilization. In its Universal Service
proceeding, the FCC estimated the fixed cost of a stand-alone switch at $486,700
plus $87 per line. The entire Pikeville market for DS1 enterprise services consists
of approximately 80 DS1s. Neighboring markets are much smaller than Pikeville
which, when combined with substantial transport mileage between the relevant
locations, would limit the usefulness of the switch beyond the Pikeville exchange.
Assuming a 10% market share — or about 8§ DS1 enterprise lines — there is simply

insufficient demand to justify switch deployment.

What other areas of Kentucky show evidence of economic impairment?

All areas of Kentucky that do not fall within any established Metropolitan
Statistical Areas would likely show insufficient levels of DS1 enterprise service
demand to justify deployment of a stand-alone switch. Further evaluation would
be required to determine if there any points within these areas that would allow
for economically viable aggregation of circuits from surrounding areas such that

sufficient demand could be generated to justify a stand-alone switch.

How would SouthEast provide service to DS1 enterprise customers in rural
areas should UNE-P become unavailable?
SouthEast would have no economically viable option to provide service to these

customers in the foreseeable future.
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I Q. Does this conclude your testimony?

2 A Yes.
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