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Q. What is your name and business address?

A.
My name is Jason Olson and my business address is One SBC Center, Room 3530, St. Louis, Missouri, 63101.

Q.
By whom are you employed and in what capacity?
A.
I am employed by Southwestern Bell Telephone, L.P. d/b/a Southwestern Bell Telephone Company (“SWBT”) as Director – Rate Administration.  I have responsibility for many of the Missouri Public Service Commission (“Commission”) approved SWBT tariffs, including switched access and intraLATA toll tariffs, and related regulatory issues.
Q.
What is your work experience?

A.
I began my career at SWBT in August of 1997 as an intern in the Cost Analysis and Regulatory Group while attending graduate school.  In this position, I was responsible for providing assistance in producing cost studies for SWBT’s retail and wholesale products.  In July of 1998, I assumed the position of Manager – Cost Analysis and Regulatory.  In this position, I was responsible for producing cost studies for SWBT’s products.  In November of 2000, I assumed the position of Associate Director – Cost Analysis and Regulatory.  In this position, I managed a group of five managers that produced cost studies for SWBT’s products.  In January of 2001, I assumed the position of Director – Rate Administration.

Q.
What is your educational background?

A.
I earned bachelors degrees in Economics and Political Science from North Dakota State University in Fargo, North Dakota in May of 1997.  I earned a Masters degree in Economics from Southern Illinois University – Edwardsville in Edwardsville, Illinois in August of 1998.

Q.
Have you ever testified before the Commission?

A.
No.  However, I did file rebuttal testimony in Case No. TC-2001-402, but the case was settled before hearing.

Q. What is the purpose of your rebuttal testimony?

A. The purpose of my rebuttal testimony is to respond to the direct testimony of Gary Godfrey, who filed testimony on behalf of Northeast Missouri Rural Telephone Company (“Northeast”) and Modern Telecommunications Company (“Modern”).

Q.
Does SWBT oppose the merger of Northeast and Modern?

A.
No.  SWBT does not oppose the merger of these companies.  SWBT believes that companies should be able to take any lawful corporate form determined by management as long as it does not materially harm the public interest.
Q. If SWBT does not oppose the merger of these two companies, why did SWBT intervene in this case?

A. SWBT intervened in this case because it was concerned with the level of access rates the merged entity would charge.  SWBT is likely one of the largest, if not the largest, purchaser of terminating access from both Northeast and Modern.  When Northeast and Modern filed their merger petition, they initially purposed blending their access rates into a single set of access rates.  SWBT intervened in this case to participate in the development of the new blended access rates to make sure they were not unduly high.  

Q.
Does Mr. Godfrey continue to propose a blended access rate design in his direct testimony?
A.
No.  Mr. Godfrey now simply proposes that both Northeast and Modern maintain their current access rate structure
.
Q. Does SWBT oppose Mr. Godfrey’s new proposal?

A. No.  SWBT does not oppose the proposal because maintaining the status quo does not have an immediate impact on the expense SWBT pays to terminate calls to Northeast’s and Modern’s exchanges.  However, SWBT wishes to point out that Northeast and Modern have some of the highest access rates in the state (with Northeast having the absolute highest).  Maintaining such an unduly high access rate structure will undoubtedly have a negative impact on competitiveness of the telecommunications market.

Q.
How do high access rates negatively impact the development of competition in the telecommunications market?

A.
High access rates negatively impact the development of competition in many ways.  For example, the maintenance of high access rates by one LEC may dampen the desire of LECs in neighboring exchanges to establish new low-priced calling plans.  In a recent on-the-record presentation before the Commission in the MCA investigation case,
 attorneys representing small ILECs expressed the views that some small ILECs either have started, or are interested in starting, to offer expanded calling from their exchanges to neighboring SWBT exchanges. However, they indicated that it was not financially attractive to offer similar expanded calling plans to some neighboring ILEC exchanges because of the terminating access rates that they would have to pay to the neighboring ILEC.
 CLECs also could be less likely to enter and to vigorously compete in exchanges that are next to ones with high access rates.  The high access rates increase the cost structure of CLECs because they will have to pay more to terminate traffic to surrounding exchanges.  Inter-exchange carriers will also be less likely to develop low-priced calling plans and to vigorously compete in exchanges with higher access rates due to the cost to originate inter-exchange traffic.  These examples show the negative impact of high access rates on the parity of service offerings and the availability of competitive alternatives between rural and urban telecommunications users.

Q.
What are the current access rates charged by Northeast and Modern?

A.
The current intraLATA terminating access rate for Northeast is $0.1752
 and for Modern is $0.1178
.  I would note that Northeast has the highest terminating access rates in the state.  For every intraLATA toll minute-of-use that terminates to a Northeast exchange, it costs the carrier $0.1752 per minute to terminate the call.

Q.
Mr. Godfrey, on page 9 of his direct testimony, presents his position on earnings reviews for Northeast and Modern.  Does SWBT have a position on this matter?

A.
No.  SWBT does not have a position on whether Staff should initiate an earnings review or when such a review should take place. However, should the Commission, either in this case or in a separate case, review the earnings of Northeast and Modern and determine the companies are in an over-earnings situation, SWBT urges the Commission to reduce access rates as a remedy.

Q.
On page 7 of his direct testimony, Mr. Godfrey discusses the refund of “profits” to Northeast’s customers.  Do you agree with Mr. Godfrey that Modern’s customers will benefit from such an arrangement?

A.
I understand the refund of “profits” Mr. Godfrey is referencing to be the annual dividend paid to the co-op members.  Given the past history of refunds, it is likely that the current Modern customers will also reap the benefits of a refund of these “profits.”  It is important that the Commission remember these “profits” are made at the expense of SWBT and other carriers who pay Northeast and Modern the high access rates that the parties are proposing to maintain under the merged company.

Q. 
Has Northeast refunded “profits” to its customers recently?

A.
Yes.  In 2000, Northeast refunded $406,592 to its approximately 4,500 access line subscribers.
   Therefore, its customer received “profits” of approximately $90, per access line.  Based on Staff of the MO PSC’s late-filed Exhibit No. 18 in Case No. TR-2001-344, it is my understanding that Northeast’s local exchange customers only pay $5.00
 for residential service and $7.50
 for business service.  It therefore appears that after the “profits” are refunded, its customers effectively receive free local exchange service.

Q.
Would you please summarize your rebuttal testimony?

A. SWBT does not oppose the merger of Northeast and Modern.  SWBT intervened in this case because it was concerned with the high access rates the merged entity planned to charge.  Because SWBT is not immediately harmed by maintaining the status quo, SWBT does not oppose the access rate design Mr. Godfrey presents in his testimony.  However, the Commission should be aware that the high switched access rates charged by Northeast and Modern have an impact on other carriers and the services they provide.  Should the Commission determine the companies are over-earning, SWBT asks the Commission to lower access rates as a remedy.

Q.
Does this conclude your rebuttal testimony?

A.
Yes.

� See the direct testimony of Mr. Godfrey (pp. 12-13).


� Case No. TO-2001-391.


� Case No. TO-2001-391, Transcript of Proceedings, On-The-Record Presentation, July 15, 2002.  See pages 141-142 for discussion by Mr. Craig Johnson, an attorney for a group of small local exchange companies, and pages 148-149 for discussion by Mr. W.R. England, an attorney for another group of small local exchange company, concerning access charges and the availability of toll plans.  Mr. England states, “[s]o we can economically offer a block of time to those customers that want to call into Bell towns, but, quite honestly, we can’t do it for Verizon or Sprint or some other small company exchanges, depending on those terminating costs.” (pp. 148-149).  


� Calculated using terminating CCL, local switching, line termination, and local transport (1-25 mile band) rate elements.  Sorce: Switched Access Rates of Incumbent Local Exchange Carriers, as of January 2002.  MO PSC web site: http://www.psc.state.mo.us/teleco/access.htm.


� Ibid.


� Case No. TR-2001-344, Transcript of Proceedings Hearing, April 11, 2001.  See pages 68-71 for cross-examination of Mr. Godfrey by Mr. Leo Bub, an attorney for SWBT, concerning Northeast’s 2000 refund to its customers.


� Case No. TR-2001-344.  Staff of the MO PSC late-filed Exhibit 18.  April 16, 2001.


� Ibid.
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