Commentary: 2/26/03

HB 641: Non-discriminatory Compensation for Telecommunications Traffic

The Montana House of Representatives is expected tomorrow to consider HB 641, introduced by Missoula Rep. Dick Haines.  This bill has the effect of bringing potentially millions of dollars of capital to Montana’s rural independent telephone companies for their investment in Montana’s telecommunications infrastructure--without spending a single taxpayer dollar!  The bill also will put a stop to a corporate scam in which some telecommunications companies currently are getting a free ride by completing calls to local networks without paying for the cost of completing those calls.

Here’s how it works.  Telephone calls start, of course, when you pick up the phone to place a call.  That call begins on an originating telephone carrier’s network.  The call then is carried to its destination on a terminating carrier’s network.  Sometimes the call can originate and terminate on the same network.  Other times, the call begins on one network, and ends on another.  And then, sometimes, there’s an intermediary, or transiting, network that carries the call from an originating network to a terminating network.  Are you confused yet?

As you might imagine, there are costs associated with each segment that a call uses.  That is, the originating carrier gets paid for its costs by its customers.  The transiting carrier, if there is one, gets paid by the originating carrier.  And the terminating carrier gets paid for traffic that ends up on its network.

Or, at least that’s how it’s supposed to work.  But in reality, the terminating carrier today is not being paid for the costs of completing calls on its network.  Montana’s independent local telephone companies are receiving compensation for only about 20% to 30% of the calls they complete from originating carriers.  That amounts to over a million dollars a year in lost revenues for these rural telephone companies.  And that amounts to real money that otherwise would be invested in technologies, services, and employees in Montana.

The originating carriers who should be paying for completing calls on local Montana telephone networks are getting a free ride.  And they know it.  That’s because under current practice, the terminating carrier cannot always identify the originating carrier.  Without being able to ID the source of a call, the terminating carrier cannot bill the originating carrier for the cost of completing the call.  The call essentially disappears by the time it reaches the terminating network because call identifying information that accompanies the call either isn’t sent with the call or such information gets lost as it transits from one network to another.

Usually, telephone companies negotiate agreements among themselves to define the terms and conditions by which they exchange traffic.  But what incentive does an “invisible” carrier have to negotiate an agreement when the status quo means that it doesn’t have to pay for something it otherwise would have to pay for.  This situation is, in the words of Public Service Commissioner, Tom Schneider, is “unacceptable and indefensible.”

  And this is where HB 641 comes to the rescue of Montana’s small telephone companies.  This legislation would require any originating carrier to identify itself to the terminating carrier.  The bill requires a transiting carrier to provide relevant information about carriers that traverse the intermediate network, if one is involved.  And finally, the bill requires originating carriers to come to the table and negotiate agreements that establish the terms of compensating one another for services that are provided.

In short, HB 641 takes the cloak off the originating carrier, and it makes all parties responsible for paying for services that are provided by local networks.

So there you have it.  Among the hundreds of bills being debated by our Legislature, HB 641 is a simple bill that makes all telecommunications companies play by the same, fair, rules.  And it brings millions of dollars to Montana’s small telephone companies, so that they can be compensated for services they already provide.  Finally, HB 641 will expose a source of investment capital that so far has been illusive.  All this, without spending a taxpayer dime!
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