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Comments of the Montana Telecommunications Association

I. Introduction: Universal Service is Key to Investment in Rural America


The Montana Telecommunications Association (MTA) represents independent commercial and cooperative providers of advanced voice, data and video telecommunications services throughout rural Montana.  These companies serve over 70% of Montana’s geography, and over 31% of its telephony consumers.  MTA members employ over 1,000 Montanans, invest over $70 million annually in our state’s infrastructure and offer a variety of vital telecommunications services, including high speed Internet, fiber backbone, videoconference, wireless, and wireline services to communities small and large.


Montana’s rural telecommunications providers serve territories that are considered rural by any standard.  While it is “normal” to measure consumers per mile of line, many of MTA’s members measure miles of line per consumer.  MTA members average fewer than three customers per mile; many exchanges are well under one customer per mile of line.


The Rural Task Force (RTF) Recommendation succinctly summarizes its White Paper 2 findings in pages 11 – 14.  These findings accurately illustrate the significant differences between rural carriers and non-rural carriers.  The characteristics of Montana’s rural carriers contrast with non-rural carriers even more than the Task Force’s general findings.  Without repeating the findings, suffice it to say that rural telecommunications carriers generally exhibit higher costs and serve fewer customers than their non-rural relatives.  Understanding these differences is the foundation upon which the Rural Task Force built its Recommendation.


Universal service is absolutely essential for the survival of rural telephony. Without universal service support, the economics of distance and density conspire against rural telephone carriers’ ability to bring affordable, comparable telecommunications services to rural Americans.  


Moreover, universal service works.  This is a program that accomplishes its intended objectives to ensure access to affordable telecommunications services by all Americans, regardless of where they live.  The rural telephone companies of Montana continually demonstrate the efficacy of universal service through their investment in advanced telecommunications infrastructure, technologies, and services for rural consumers in this state, and through their unparalleled commitment to the rural consumers of Montana.

II. MTA Urges Immediate Approval of the Recommendations


MTA fully endorses the recommendation of the Rural Task Force, recognizing that the Recommendation represents a consensus of widely divergent interests.  Moreover, MTA urges the FCC to implement the RTF Recommendation immediately and that it remain in place for five years.


The significance of this consensus recommendation cannot be underestimated.  It is rare, if not unique, to witness agreement on any single issue among interexchange carriers, rural incumbent telephone companies, regulatory commissioners, consumer advocates, and competitive wireless carriers.  Yet, the Rural Task Force accomplished what many thought would be an impossible feat.


The consensus reached is obviously not everything each party would have preferred.  That’s the nature of consensus. Nevertheless, as the Recommendation indicates, the consensus represents a delicately “balanced package” of interests and objectives designed to preserve and advance universal service, facilitate competition in areas served by rural carriers, and provide sufficient support for universal service.  “Each of the elements of this comprehensive package are interdependent and should be considered in concert with each other…”

III. MTA Recommendations

a. If the Task Force Recommendation can be revised to accommodate certain improvements without compromising entire balance of the package, or delaying its implementation, MTA would submit the following suggestions.

b. Universal Service Caps Should Be Lifted in their Entirety.

c. The Recommendation proposes re-basing the high cost loop (HCL) portion of the universal service fund; adjusting the corporate operations expense limitation; and providing a “safety valve” for acquired exchanges.  MTA notes in this regard that none of these caps traces its ancestry to statutory requirements.  The notion of capping universal service support is internally driven, by regulatory fiat.  There is nothing preventing regulatory fiat from lifting these caps entirely, and immediately. Estimates place the loss of universal service support to rural communities at more than $130 million in 1999 alone.
  As Montana’s telephone companies have demonstrated, this is money that could have been directly invested in our telecommunications infrastructure.  It is ironic that policy makers across the Nation are clamoring for more investment in rural telecommunications infrastructure, while caps placed on one of the most effective, proven investment tools currently restrict the very investment that Congress and others are seeking.

d. Portability Should Not Create a Windfall for CETCs.

MTA supports the Task Force’s recommendation to disaggregate universal service support to establish portable per line support available to all eligible telecommunications carriers (ETCs).  However, MTA notes that it still is possible for a competitive ETC (CETC) to game the system effectively by “entering” a service territory as an ETC using a combination of its own low cost facilities, where beneficial to the CETC, and resale of the incumbent’s retail services where facilities-based service is not cost effective.  Thus, it is conceivable that a wireless carrier, for example, could obtain ETC status without incurring the costs, or providing the quality of service comparable to the incumbent, and yet obtain per line support at the incumbent’s level.  The incumbent’s per line support would represent costs far in excess of those associated with the CETC’s costs or service.  The CETC effectively could receive a windfall at the expense of the universal service fund and its contributors and foregone beneficiaries.

e. MTA recommends a cost-based portability mechanism, whereby universal service support to the CETC is attributed to the CETC’s per line disaggregated  costs of providing universal service in its designated service territory.

f. The Recommendation Should Address Stranded Costs

Similarly, MTA is concerned that competition in rural areas could result in stranded costs, which are not addressed under the Task Force Recommendation.  For example, incumbent rural carriers invest in network infrastructure with an expectation that sufficient and predictable universal service support will help them recover a portion of their investment.  If at some later date a CETC enters an incumbent’s market and succeeds in winning over customers and ported per line universal service support, the incumbent is left with stranded investment, which it would be forced to recover from a smaller customer base.  The incumbent would need to raise rates, reduce service, or reduce future infrastructure investment.
  

g. MTA does not believe that universal service is a zero-sum game.  There is no law that requires a dollar-for-dollar reduction in an incumbent’s universal service support to compensate for a competitor’s gain in support.  This concept of zero-sum portability is another product of regulatory fiat.  MTA therefore recommends that a CETC’s universal service support not be attained at the expense of an incumbent’s support, leaving the incumbent with stranded costs.
 

h. The Recommendation Should Be Implemented Immediately, and Not Associated with Access Reform
MTA acknowledges that the Commission recently has received a filing (the MAG Plan) from a multi-association group seeking the Commission’s timely approval of a comprehensive access reform package.
  MTA considers the Rural Task Force Recommendation as separate and distinct from the MAG Plan, and urges the Commission to consider the two recommendations separately, beginning with the RTF Recommendation.

First, the RTF Recommendation, as noted above, has received the benefit of extensive review, and agreement, from a broad variety of interests. As such, the RTF Recommendation is ready for immediate implementation.  

Second, as the old adage goes, the way you eat an elephant is one bite at a time.  It is far more efficient for the Commission to address universal service reform (which also carries a statutory sanction) before tackling the distinct issue of access reform, which carries no similar statutory requirement for the Commission to address.

IV. Conclusion

MTA fully supports the Rural Task Force Recommendation and urges its immediate implementation for a period of no less than five years.  Recognizing the Recommendation is a delicately balanced consensus agreement, MTA nonetheless recommends some improvements if their adoption does not irreversibly upset the balance struck by the Task Force.  Finally, MTA strongly recommends that the Commission address the Task Force Recommendation separately from the MAG Plan.

Respectfully Submitted,

Geoffrey A. Feiss

General Manager

Montana Telecommunications Association

208 North Montana Avenue, Suite 207

Helena, Montana  59601

406.442.4316

gfeiss@telecomassn.org
November 3, 2000

� See the Rural Task Force Recommendation at p. 21.  The combined effect of the HCL, corporate expense, and acquired exchanges caps is $131.3 million.


� This raises several potential violations of the Telecommunications Act.  Would loss of universal service support under such circumstances violate the “sufficient and predictable” standards of the Act?  If a carrier were forced to raise rates or reduce investment, at what point would its rates or services no longer meet the “comparable rates or services” standard of the Act?


� MTA realizes that some stranded costs could be attributable to poor business investments.  For example, an incumbent might invest in obsolete technology, or provide poor service.  If a competitor then takes the incumbent's customers, the incumbent may not necessarily qualify for recovery of all of its stranded costs under certain circumstances.


� In the Matter of Improved Regulation of Interstate Services of Non-Price Cap Local Exchange Carriers and Interexchange Carriers, Petition For Rulemaking of the LEC Multi-Association Group, RM No. ______(October 20, 2000). 





