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Commentary by Geoff Feiss, General Manager

Montana Telecommunications Association

HB 641-Equitable compensation for telecommunications traffic

March 26, 2003

They say that watching laws get made is like watching sausage get made.  In either event, you really don’t want to know what goes into it.

Last month, the Montana House of Representatives passed HB 641, sponsored by Rep. Dick Haines of Missoula.  This bill would establish a uniform set of rules for telecommunications carriers to exchange traffic among themselves.  In my last commentary, I explained how millions of dollars of telephone traffic is getting a free ride on our phone networks right now.  As consumers, we’re not directly affected by this situation.  But Montana’s local phone companies sure are!

These local phone companies provide at least one leg of the trip that a phone call takes when you pick up your phone to place a call.  That call starts with you when you originate a call.  The originating network then hands off the call to either an intermediate network or directly to a terminating network.  The terminating network finally delivers the call to its final destination, the person you’re calling.  Each phone network that handles that call of course incurs costs, and naturally charges a fee to other networks for the services that are provided along the call’s journey.

At least that’s how it’s supposed to work.  However, a substantial amount—as much as 80 percent or more--of calling traffic that originates on one network and terminates on another network cannot be identified by the terminating network.  This means that calls are being completed by the terminating network for free.  Millions of dollars have not been paid to local networks for services these networks provide to terminate calls.  Of course, the terminating networks could refuse to complete those calls, but that raises significant consumer issues.  Phone companies, after all, prefer to complete calls.  

HB 641 therefore rectifies this situation by establishing common procedures for all telecommunications companies to identify the calls they hand off to one another.  This means that whether a company originates, transits, or terminates a call, it has to identify the source of the call so that the terminating network can be paid for the services it provides.  

Sometimes you need rules when it becomes apparent not everyone is playing the same game.  For example, local phone companies both originate and terminate calls.  When a network originates a call, it pays another network to take the call to its final destination.  The same network may terminate calls too, in which case it charges the originating network for delivering the call.  Today, without proper rules in place, there are companies that send calls off to another network and pay that network originating costs for taking the call to its destination.  However, that same network that paid originating costs for calls to be handed off, may not be paid for calls which it receives for delivery to end users.  It’s a classic cake-and-eat-it-too situation in which some networks get paid for their services in one direction, but don’t pay others for their services in the other direction.

As I said earlier, HB 641 will fix this one-way payment situation.  Putting the bill together has resembled the sausage-making process.  Local Montana as well as out-of-state companies have all had a hand in the drafting process.  Small and large companies, commercial companies and cooperatives, wireless and wireline companies all have contributed.  The result is a consensus bill that terminating, originating and transiting carriers can agree to.

But one or two companies still don’t like the new rules.  It’s funny how when it comes time to writing rules, the people for whom the rules are most intended in the first place are the very ones most likely to object.

Tomorrow, the Senate Energy and Telecommunications Committee will decide whether to adopt these new rules to ensure the equitable exchange of traffic and compensation among all telecommunications networks.  At stake is the identification of millions of dollars of potential compensation that Montana’s local phone companies currently should, but are not receiving.  This is money that should already be part of Montana’s telecommunications investment portfolio.  Money that can be used for continued investment and employment opportunities in Montana.  And the best part is that it doesn’t require a single dime from any taxpayer.

*     *     *
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