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DR. SELWYN ALSO CLAIMS THAT VERIZON'S ASSIGNMENT OF
“INCREMENTAL” BILLING AND COLLECTION (B&C) COSTSTO ITSTOLL
PRICE FLOOR IS INAPPROPRIATE, AND THAT 100% OF THE “GAINS
FROM JOINT PRODUCTION OF A REGULATED AND NON-REGULATED
SERVICE” SHOULD “INURE TO THE REGULATED SERVICE” (SELWYN
REBUTTAL AT 19-20). PLEASE COMMENT.

Dr. Sdwyn’'s argument is confusing. First, he appears to believe that Verizon does not
dlocate aufficient B&C codts to its “unregulated” services, and therefore consumers are
harmed. He is incorrect: Verizon alocates regulated and unregulated B&C cods in
accord with the FCC's rules (Pat 64). If Dr. Sdwyn disagrees with these rules, he

should talk to the FCC.

Second, Dr. Sdwyn appears to bdieve that Verizon's intraL,ATA toll services ae
“unregulated.”  Here, too, he is wrong: Verizon's locd services and intraLATA tadll

savices are, in fact, regulated; indeed, when the WUTC examines Verizon's earnings, it

Verizon Surrebuttal
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includes the costs and revenues associated with intraLATA toll. Given this, his “cos-
shifting” agument — Verizon is “harming consumers’ by shifting most of its B&C cods

to “regulated” services—is meritless.

Findly, the thrust of Dr. Sdwyn’'s proposa is that, for puposes of imputation, the
Commisson should not dlow companies to use incrementa costs.  But Dr. Sdwyn
himsdf contradicts this postion. For example, on page 34 of his direct testimony, he
recognizes that the approprigte sandard is the incrementd cost dandard: “The
Commisson has repestedly daed that snce B&C ae compditive services, it is
appropriate to impute the Long Run Incrementad Cost (LRIC) rather than tariffed rates”

His proposal to ignore such costs must be rejected.
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