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Events and Deadlines

September 1.  FTC “Do Not Call” registry becomes available to telemarketers and to consumers for verifying registration.

September 2.  FCC Form 477, Local Competition and Broadband Reporting Form due at FCC.

September 4.  Montana Taxpayers Assn. conference on K-12 Renewal; tax studies.  Helena.

September 5.  Property Tax Reappraisal Study Committee.  Helena.

September 8.  Montana Cooperative Development Center Advisory Council.  Great Falls.

September 12.  All Montana ETCs must submit cover letter and affidavit to PSC verifying that they use universal service support only for the purposes for which it is intended.  (See MTA for cover/affidavit template.)

September 12.  HB 479 Rules become effective.  Service providers must be registered, billing agents and billing aggregators must ensure that charges placed on consumers’ bills are from registered entities.  (See MTA for copy of new Rules.)

September 12.  Information Technology Board.  Helena.

September 12.  Tax Reform Study Committee (DoR).  Helena.

September 16 (CHANGED from 9/17-18).  Energy and Telecommunications Interim Committee.  Helena.

September 18.  FCC Rural Wireless ISP Showcase and Workshop.  Washington, D.C.

September 22.  Property Tax Exemption Study Committee.  Helena.

September 24.  All regulatory user fees from CMRS providers are due at the FCC.

September 25.  Comments due to FCC on petition for an interim waiver of the Commission’s rules to reduce the number of charges carriers must assess on customers ordering channelized T-1 service.  Replies due: 10/10/03.

September 30.  FCC Form 507, Universal Service Quarterly Line Count Update due at FCC.

October 1.  FTC “Do Not Call” rules become effective.

October 1.  States must submit their certification(s) of ETCs to the FCC.

October 1-3.  Montana Telecommunications Conference.  Bozeman.

October 2.  Revenue and Transportation Committee.  Helena.

October 2-3.  Burton K. Wheeler Center Conference, “State Revenue Generation: Thinking New Thoughts.”  Bozeman.

October 8.  Panel Discussion on Wireless E911 Deployment plans in Montana.  Helena.

October 8.  E-911 Advisory Council (following Wireless Panel Discussion).  Helena.

October 9.  Statewide Interoperability Executive Council (SIEC).  Helena
October 15.  PCS and digital cellular carriers (who obtained TTY waivers) must file TTY quarterly status report at FCC.

October 24.  Economic Affairs Interim Committee.  Helena.

November 20. Energy and Telecommunications Interim Committee.  Helena.

November 24.  Federal wireless local number portability (LNP) implementation deadline.

December 3-4.  MTA 23rd Annual Showcase.  Billings.  [Visit MTA’s web site to register or for more information at www.telecomassn.org]

December 11-12. Revenue and Transportation Committee.  Helena.

January 22, ‘04. Energy and Telecommunications Interim Committee.  Helena.

January 23, ‘04.  Economic Affairs Interim Committee.  Helena.

February 13, ’04. Revenue and Transportation Committee.  Helena.

March 10, ‘04. Economic Affairs Interim Committee.  Helena.

March 25, ‘04. Energy and Telecommunications Interim Committee.  Helena.

April 30, ’04. Revenue and Transportation Committee.  Helena.

May 5, ‘04. Economic Affairs Interim Committee.  Helena.

June 3-4, ‘04. Energy and Telecommunications Interim Committee.  Helena.

June 25, ‘04. Economic Affairs Interim Committee.  Helena.

July 9, ’04. Revenue and Transportation Committee.  Helena.

July 28-30, ’04.  MTA 2004 Annual Meeting.  Lewistown

August 20, ‘04. Economic Affairs Interim Committee.  Helena.

September 9-10, ‘04. Energy and Telecommunications Interim Committee.  Helena.

September 9-10, ’04. Revenue and Transportation Committee.  Helena.

December 1-2, ’04.  MTA 24th Annual Showcase.  Billings.

Legislative Ledger

Special Session?  Last month’s Connection predicted a January, ’04 Special Session to determine how to spend certain federal and state “surplus” revenues (and, possibly, whether to freeze the Business Equipment Tax rate).  The Secretary of State was requested in August to poll Legislators regarding an October Special Session.  A majority of Legislators can call such a Session, but results so far indicate that an October Session won’t happen.  January, meanwhile, is beginning to look questionable, too.  For now, there’s roughly $99 million to spend.  About $73M comes from the federal government ($23M of which is dedicated to Medicare, with the remainder available to the state to help “enhance revenues”).  Another $26 million is the result of state revenues exceeding projections.  But that was last month.  This month, the picture is getting cloudy.  The Federal money is still expected, but it may not need a Special Session to allocate it.  Moreover, the cost of Montana’s severe fire season is still undetermined.  State money may need to be “found” to pay for fire costs not recovered from the feds.  Further, corporate income revenues are not coming in at the rate hoped for; so the once-positive state revenue projection may not be so positive after all.  Depending on the Governor’s plan, many Legislators appear more willing to let the Gov determine how/where to spend the money.  
Business Equipment Tax (BET).  The 2001 Legislature lowered the business equipment tax for Class 8 property from 6% to 3%.  It also enacted a “trigger” mechanism by which the tax rate could be reduced to 0% if growth of real wages (growth of wages adjusted for inflation) exceeds 2.85% as calculated by the Department of Revenue by October 30 of each year.  The trigger has been a magnet for controversy ever since it was enacted. Capital intensive industries argue that the BET should be 0%, trigger notwithstanding.  Other states, and indeed countries with which manufacturers must compete often have no business equipment tax at all.  Moreover, the BET discriminates against companies with heavy investment, and it is “blind” to economic vicissitudes.  That is, regardless of business cycles or revenue, the BET still requires constant payment.  A revenue-based tax would be much more fair (but more variable/unpredictable, from a state revenue standpoint).  Meanwhile, other non-Class 8 industries argue that if the BET were eliminated, the non-Class 8 companies would be discriminated against—to the point that they’d be tempted to file an equal protection claim.  The “cost” of eliminating the BET, therefore ranges from around $67 million (current revenues generated from the BET alone) to $290 million if the “ripple effect” of eliminating one class forces reduction/elimination of other taxes.  For now, the issue continues to generate a lot of discussion only.  The latest calculations from the Department of Revenue put the “trigger” at 2.48%.  Therefore the immediacy of “freezing” the Class 8 BET at 3% is somewhat diminished; although the issue remains hot and still may be brought before a Special Session, if there is one. 
Tax Reform.  Tax reform, or the lack thereof, continues to occupy the attention of policy makers.  The 2003 Legislature created three Interim tax study committees, which will be staffed by both the Legislative Services Division and the Department of Revenue.  They’re all kicking into gear in September.

1) The Property Tax Reappraisal Study Committee will study cyclical reappraisal and methods for mitigating the taxable value changes caused by cyclical reappraisal.  It meets in Helena on September 5.

2) The Tax Reform Study Committee will conduct a comprehensive examination of taxation in Montana, giving consideration to the possible need to revise Montana’s existing tax structure and to possible alternative forms of taxation.  It meets in Helena on September 12.

3) The Property Tax Exemption Study Committee will study how property tax exemptions contribute to or impede the goal of an equitable property tax system.  It will meet in Helena on September 22.  

More information on the Tax Reform Study Committee can be found on the Department of Revenue Home Page at www.state.mt.us/revenue.  Go to “What’s New,” where the subheading of “Legislative Interim Study Committees” is located.  Click on “Tax Reform Study Committee” and you’ll find all sorts of interesting reports to download.  Examples: Business Tax Incentives; Guiding Principles of Taxation; State Revenue Sources, etc. 

(See More Montana Matters, below, for a summary of the Montana Taxpayers Association meeting in Helena on September 4, during which tax reform was the topic of the day.)

Government Franchise Law.  The Education and Local Government Interim Committee met in Helena on August 21.  Among the items on the Committee’s proposed work plan was “governmental franchise law.”  MTA wrote to the members of the Committee requesting the committee adopt this work plan study item.  In its memo to the Committee, MTA noted that the Montana Supreme Court last year ruled that "governmental franchise law is not well developed in Montana.  Indeed, the term 'franchise' in this context is not even defined."  MTA added, “the potential for government-sponsored competition has long been a concern to the telecommunications industry and other segments of the private sector.  MTA believes it is important for the Legislature to develop at least some minimum ‘rules of the game’ to ensure some level of security for private investment in Montana.”  The Committee decided to break into subcommittees to explore the various issues on its work plan, including the governmental franchise matter.  MTA will stay actively involved in this issue during the Interim.  (Other local government items to be taken up by the Committee include subdivision law, especially the imposition of local impact fees—a contentious issue during the Legislative Session.)

Regulatory Review

PSC Work Session: 9/2/03

D2003.5.62 & D2003.4.46.  FCC Triennial Review.  PSC economist Mike Lee briefed Commissioners on developments since last week.  Qwest has approached Commission staff regarding dates for hearing(s) to develop commission rules pursuant to the FCC’s Order.  Staff scheduled procedural conference for Friday, 9/12 (9:00 a.m., Bollinger Room at the Commission).  Lee also mentioned that an ad hoc Committee of NARUC’s Telecom Cte. held a conference call last Friday (8/29).  The FCC has assigned a staff liaison to work with Cte./state commissions.  There likely will be a series of D.C./FCC work shops, in addition to a ROC conference in late September.  Telcordia is likely to provide LERG access pending resolution of confidentiality issues.  Also, responding to a question raised by Chairman Bob Rowe last week regarding impairment, if a state were to find impairment, there still would be a need to tariff UNE-P, at least for now, as Mike reads the Order.  How long such a requirement would be needed is less clear.  He further noted that there could be a “weak link” in the transport section of the Order; Mike is reviewing further.  

PSC Work Session: 8/26/03

Announcements:

· Chairman Rowe introduced Connie Jones, new Commission Secretary.

· Rowe also announced that Commission attorney Monica Tranel had her baby over the weekend!  (It’s a girl, born 8/23.)

L-03.6.1-RUL.  Implementation of HB 479 (Slamming/Cramming).  Utility Division Administrator, Kate Whitney reviewed a revised draft notice of adoption, circulated on 8/25.  MTA and MITS comments are addressed, she reported.  AT&T also submitted comments (but did not testify, as did MTA and MITS).  Draft rules accepted AT&T recommendations to revise letter of agency (LOA) requirements for multi-line businesses.  Also the draft rules revise language to accommodate MTA and MITS concerns regarding liability for charges and timelines (i.e., the rules will eliminate an “immediacy” requirement, per MTA recommendations).  Language will ensure that billing agents with a direct relationship to service providers must ensure that the service provider is properly registered.  The draft rules also provide an expanded comment section to address MTA’s question re: ILEC affiliates: PSC will require affiliates to register.  The draft further addresses AT&T’s concerns regarding need for LOA for change of feature or function.  Staff pointed out that AT&T’s comments address existing rules.  Moreover, the law already provides an exception for LECs and IXCs.  The rules will become effective on 9/12.  Draft rules were approved: 5-0.

BVD 2002-397 (D2000.2.21).  Settlement of WinBack Litigation v. Qwest.  Commission and Qwest have agreed to a settlement amount (not disclosed).  Now parties need to agree on terms of settlement and how to direct proceeds.  Terms should ensure that controls now in place to prevent recurrences stay in place.  Also terms must ensure compensation for CLECs who lost customers as result of Qwest’s behavior.  Any remaining funds should go to telephone assistance/lifeline.  Staff (Kate) recommended appointing a staff and/or commissioner to work with Qwest to come back with principles for terms of an agreement.  Recommendation was adopted, 5-0.  Commissioner Brainard volunteered to serve as liaison.

#03-11915-PSC-Touch America Holdings.  Proceeding.  Deferred.

N2003.6.82.  Implementation of HB 641 and 580.  Kate Whitney reported that the Commission had held two informal roundtables with industry representatives.  (See “Other Regulatory Matters,” below.)  She characterized the effort as successful; Monica (Tranel, staff attorney) did great job as facilitator.  Draft Rules text was circulated to commissioners.  Staff recommended issuing a Notice of Hearing on proposed Rules adoption.  Hearing date will be in mid-November.  Cmr. Schneider commended staff in ushering a work product through what he described as a “nasty” process.  Chairman Rowe also commended the Commission for using alternative dispute resolution process, noting that this Commission is one of the leaders in the nation in using this process.  Notice approved: 5-0.

D2003.4.46 (90 day proceeding) and D2003.5.62 (9 month proceeding).  FCC Triennial Review.  Staff economist, Mike Lee reported that staff had not had an opportunity to review the FCC’s just-released Order with Monica prior to her departure on maternity leave.  A NARUC task force, “TRIP,” (Triennial Review Implementation Plan) is expected to develop “Cliff Notes.”  NRRI has a consultant (David Gable) who is expected to complete an impairment analysis soon.  Lee suggested establishing a weekly work session agenda item to work through issues systematically.  Robin McHugh (Commission Counsel) reminded commissioners that the 90 day “clock” begins only after publication in the Federal Register, which date is not expected until October.  Rowe noted that several lawsuits are expected.  Commissioner Brainard inquired about difference in treatment between copper v. fiber.  He was concerned that last mile fiber will be deregulated and allow Bells to keep their last-mile monopolies.  Rowe agreed that weekly work sessions make sense.  He suggested that the Commission add a link on its Web site to the “TRIP” web site, and to FCC’s Order.

D2002.3.33.  PSC Inquiry into ETC Certification and Designation.  Chairman Rowe informed his colleagues that he had requested this agenda item.  Commissioners voted on 8/5/03 to close this docket and to return later after the Joint Board comes up with its recommendations (regarding its inquiry on portability and other issues).  In retrospect, Rowe noted that closing this docket may have been inappropriate.  He asked to re-open the docket, since there‘s “such good information” contained therein.  Staff attorney, Martin Jacobson, acknowledged that leaving the docket open posed no problem and could have some benefit.  Commissioners voted, 5-0, to reopen the docket.

D2002.12.153.  QLD Tariff.  Mike Lee told Commissioners that Qwest had submitted two additional filings that would have amended or added new tariff items since the Commission’s opening of this docket.  The Commission in both cases rejected the additional tariff filings, pending outcome of this docket.  After the second June filing, the Commission issued a Notice of Commission Action in which it told Qwest that it (Commission) would not entertain any more QLD filings.  Despite this Notice, Qwest has filed a third application, which proposes 4 new tariff rates.  Each proposed rate has the same “tying” concerns that Commission has noted earlier.  Also other attributes/concerns raised by the Commission are back in this filing as well.  For example, the latest tariff request contains: “negative option;” exit fee for early termination; restriction to voice communication only; application to minutes of use (MOU) rates only.  Consistent with 6/16 Commission action, Lee recommended rejection of Qwest’s latest tariff.  Rowe requested elaboration of staff’s MOU concern.  Lee responded that the Commission recommended limiting MOUs because Qwest’s unlimited MOU plan appeared to be subsidized.  Rowe: isn’t Qwest just reselling MCI service?  Lee: MCI remains legal entity for service on behalf of QLD.  Rowe: doesn’t the wholesaler (i.e., MCI) pay access charges?  Lee: it appears MCI will pay access.  Rowe: under price list regime this Commission applied to AT&T, how would the Commission handle this Qwest filing?  Lee: our OCC proceedings addressed (de)regulation of IXCs before Qwest was able to enter the long distance market.  Rowe: didn’t staff determine at that time that AT&T had substantial market power when we did the OCC case (in which the Commission determined that price lists were sufficient and that IXCs no longer needed to file full tariff proceedings)?  Lee: correct.  Rowe: regarding “tying,” has there been any progress on Qwest trying to make its services available to non-QC customers?  Lee: not to staff’s knowledge.  Brainard moved to reject Qwest’s filing.  Motion passed, 3-2 (Rowe, Stovall).

PSC Work Session: 8/19/03

D2003.4.47.  CenturyTel Tariff.  Monica Tranel informed Commissioners that CTL had filed this tariff on 4/7.  The tariff applied to wireless termination and interconnection requirements.  CTL requested to withdraw its tariff; choosing to litigate similar issues in other state(s).  Staff recommended accepting, without prejudice, CTL’s request to withdraw.  Request granted: 5-0.

D2002.12.153.  QLD Permanent Tariff.  Mike Lee reiterated Montana Consumer Counsel (MCC) testimony, which contended that the toll market in MT is not competitive.  QLD responded in its testimony that MCC is wrong; MT market is competitive.  QLD referenced 500 IXCs registered in MT.  Staff submitted data requests in response to QLD’s assertions, asking QLD to elaborate on market share of the carriers referenced in its (QLD’s) testimony.  For example, Commission asked for information on intraLATA and interLATA revenues; carrier access revenues and minutes of use (MOUs).  Lee cited information from a PSC 1996 docket regarding allocation of non-traffic sensitive plant expense.  QLD now indicates that it doesn’t have access to certain data requested by the Commission.  (QLD argues that it’s a separate company, now; so QLD doesn’t have access to information that might reside at QC.)  Lee believes QLD has such information and recommended that the Commission order QLD to provide the data being requested.  Schneider: what happens if we order QLD to provide the data?  Tranel: before we make such an order, we can ask QLD to provide a reason why they can’t provide it.  We believe that both QC and QLD get data from the same source/staff.  Rowe: we spent a long time creating separate affiliate structure under Sec. 272.  Tranel: QLD has not given reason why it cannot provide information that its sister company has.  It doesn’t follow that they cannot get information that the parent has.  Lee: QLD provides us with proprietary information that it gets from parent.  It doesn’t make sense that it cannot provide information here that it otherwise obtains in other instances.  Rowe indicated he would vote against this order under same reasons as before; this inquiry is getting too broad.  Schneider replied that such issues as costs, price squeeze, allocation of assets, etc. are squarely within the parameters of this docket.  Granting of 271 was in large part based on access to the kinds of information now being requested.  Motion to order QLD to justify why it cannot/will not respond to Commission data requests was approved, 3-2 (Rowe, Stovall).

Other Regulatory Matters

HB 641 Rulemaking.  On August 14, the Commission held its second Roundtable with interested parties to develop draft rules for presentation to Commissioners.  (See last month’s Connection for a summary of the first Roundtable, held in July.)  MTA led negotiations for Montana’s local exchange carriers.  Upon review and approval of the draft rules, the Commission will launch a formal rulemaking proceeding, with a hearing anticipated in late October or early November.  The proposed draft rules, as they emerged from the second Roundtable will provide the following:
· Types of records to be made available.  Rules generally will apply to “transit records,” which are call records associated with transit traffic, as defined in the Act.  The definition of transit record was modified at the recommendation of MTA.  Further the rules will include language recommended by MTA to specify that such records are provided in a category 11-01 format, which enables terminating carriers to identify originating carriers by CIC, OCN or other call detail information.

· Cost of transit records.  The cost is established in Qwest’s SGAT ($0.024 per record).  Nothing in the rule would preclude two carriers from reaching their own alternative arrangements.

· Responsible party for payment for call records.  The carrier requesting records from the transiting carrier shall pay.

· Expedited resolution of complaints.  Complaints filed under HB 641 will be expedited on a case by case basis in accordance with Commission procedure.
· Call blocking.  MTA argued for specific language regarding the process of blocking traffic as authorized by the commission following an appropriate hearing.  Commission staff instead decided not to address blocking in the rules; rather, they’ll address blocking on a case by case basis as appropriate.

· Audits and verification.  The rules will include a section recommended by MTA, enabling verification of call records provided by transiting carriers to terminating carriers.

· Remedies.  Again, Commission staff opted for handling remedies on a case by case basis.

· Responsibilities of the originating carrier.  The rules will include language recommended by Qwest to specify the kinds of information that originating carriers shall provide with their telecommunications.  The requirements will cross-reference the first section (above) regarding the types of records to be made available.

D2003.1.14.  Western Wireless ETC Application for Non-Rural Areas in Montana.   On July 24, WW filed a motion to dismiss MTA, MITS and Ronan (RTC) as intervenors in this docket (following the submission of a number of data requests from each of the intervenors).  On August 7, WW replied to PSC data requests 023 to 033, and to MCC’s data requests 001 through 005 (but not to MTA’s or other parties’ data requests).  Also on the same day (8/7), MTA, MITS and RTC filed objections to WW’s motion to dismiss.  PSC Staff gave WW until August 19 to reply to intervenors’ objections.  (The procedural calendar is suspended, pending outcome of objections to WW’s motion to dismiss.)  On August 19, Joe Mazurek, former Montana Attorney General, filed on behalf of WW.   WW’s response continued to maintain that Intervenors lack standing; they’re not “directly” affected by WW’s application for ETC status in Qwest/non-rural areas, according to WW’s (incorrect) assertions.  Further, Mazurek contends that “Intervenors have nothing to add to this proceeding, and their continued participation will serve only to obscure the real factual and legal issues, and to unduly delay the Commission’s consideration of the merits of Western Wireless’s application.”  The MCC and PSC are perfectly capable of wading through the issues without the help of additional intervenors, WW states.  WW even cited an MTA commentary, in which MTA accused WW of playing peek-a-boo, hoping if they close their eyes, intervenors will simply disappear.  (Of course, if intervenors have “nothing to add to this proceeding,” then MTA wonders why all the fuss about trying to dismiss their involvement.)
D2003.2.22.  PSC Investigation of Reasonableness of Qwest Rates as Reflected in Annual Reports.  On August 6, the Commission and Qwest both filed suits against each other in District Court.  Qwest contends the Commission unlawfully is forcing Qwest to file a rate case, while the Commission contends it is fully within the scope of its jurisdiction to require Qwest to justify why its Annual Reports indicate a rate of return (over 21%) far in excess of Qwest’s authorized (10.44%) rate of return.  Qwest also argued before the Commission in earlier “replies” to Commission inquiries that it (Qwest) couldn’t reply to the Commission’s request for more information about its financial figures because Qwest can’t trust its own numbers.  (?!)  Indeed, Qwest recently announced yet another earnings restatement.  It now looks like the company has lost $44.4 billion from 2000-2002, $3.1 billion more than previously reported.  

D2003.8.105.  Mid-Rivers Cellular ETC Application for Rural Areas in Montana.  Mid-Rivers Cellular has filed for ETC status in its license territory which includes Mid-Rivers Communications and certain Range Telephone Cooperative areas.  A notice of opportunity to intervene and comment has not yet been issued.
D2003.1.8.  Blackfoot (BTC) EAS Application.  A group calling itself the Western Montana Local Calling Coalition filed a motion on 8/21 to join the Blackfoot EAS application.  The Coalition represents Hot Springs Telephone Company (HST), Ronan Telephone Company (RTC) and the Confederated Salish and Kootenai Tribes.  The Coalition wants to expand the proposed BTC EAS area to include areas served by HST and RTC, the Coalition’s members, as well as the entire  area reaching from Flathead Valley, served by CenturyTel, to Missoula, served by BTC and Qwest.

More Montana Matters

MonTax Meeting.  As noted above, the Legislature is studying several tax matters during the Interim, including taxation of electricity generation (SJ 29—Revenue and Transportation Interim Committee); property tax reappraisal (SB 461—Interim Property Tax Reappraisal Study Committee); tax reform (SB 461—Interim Tax Reform Study Committee); and, property tax exemptions (SB 429—Interim Property Tax Exemption Study Committee).  The Montana Taxpayers Association (MonTax) met in Helena on September 4 for a “mid-term” discussion of these studies and other tax activities.  Linda Francis, the new Director of the Department of Revenue told participants that DoR is not in the business of making tax policy; it will only implement policy.  The authority to establish tax policy belongs to the Legislature, which gets its direction from the electorate.  In an obvious understatement, she acknowledged that such a philosophy may not always have the Department’s policy.  Francis wants to run a very open, customer focused Department.
The MonTax group reviewed the latest status of the centrally assessed property (SJ 29) study.  The study will focus, as reported earlier, on electricity generation taxation alone.  Some participants had thought that a broader study of centrally assessed property was in order, but Senator Toole, SJ 29’s sponsor, was specific in wanting to keep the study narrowly focused.  

As for property tax reappraisal, issues to be taken up are likely to include valuation, classification, mill levies and “circuit breakers.”  
The tax reform study will likely involve, as usual, the seemingly intractable issue of instituting a state sales tax.  Senator Bob Story (R-Park City), one of the state’s most influential and thoughtful tax policy leaders (and a supporter of a sales tax), told the participants that major tax reform is not likely.  The state’s property tax system is “convoluted,” but we depend on it and it’s not likely to change.  As discussed above, the business equipment tax and other property tax accounts for as much as $290 million of revenues.  Reductions in one tax source will likely result in increases in another; thus, a reduction in the BET could end up being paid for by homeowners.  Many of the incentives for making a sales tax attractive have already been adopted.  For example, income taxes have been “flattened;” capital gains reduced (albeit not as much as many would prefer); property taxes have been reduced; and vehicle registration/taxation has been reformed.  Moreover, term limits may (or may not) affect the ability of the Legislature to develop the kind of leadership necessary to realize major tax reform.  However, Sen. Story acknowledged that major tax reform can be as much a matter of the “stars being properly aligned” as the result of legislative leadership.  And ironically, an increasing number of local governments are adopting local sales tax options on their own.  The state may “back into” a sales tax after voters determine: 1) they can and in many cases already do live with a sales tax; and, 2) they can reduce their property taxes with a sales tax.  The bottom line, according to Sen. Story’s rather bleak, but very practical outlook, is that any tax reform in Montana is likely to be incremental.
MonTax also discussed the issue of property tax exemptions.   MonTax executive director, Mary Whittinghill, passed around a two-inch thick printout of organizations with property tax exemptions.  This list includes lots of churches, and even some labor unions.  Whittinghill pointed out, however, that the value of all exempt property comprises only about 2.5% of total value.
E-911 Wireless Panel Discussion.  On October 8 the Montana 911 Program Office will hold a panel discussion on wireless deployment in Montana.  Two panels will address wireless 911 issues from a wireless and from a LEC perspective.  3 Rivers Wireless and Blackfoot Telephone Cooperative will participate on the wireless and LEC panels, respectively.

E-Government Advisory Council (EGOV).   The EGOC Council met in Helena on August 13.  Montana CIO, Brian Wolf, informed the Council that he’d like to focus the November meeting on the vision for state e-government; have it strengthen its current role as player of IT strategy, and start dealing with the state’s enterprise architecture process.  

Department of Administration Consumer Office attorney, Cort Jensen, briefed the Council on the status of state and federal “Do Not Call” legislation/rules.   FTC and FCC lists have differences in payment amounts, how charities are dealt with, etc.  Montana’s bill is supposed to become effective on 1/1/04.  If a person is on the state list, then he/she will be put on the Federal list, too.  There are issues between who maintains the list both at state and/or federal level, when is it updated, whether states charge for the list, or whether the Feds charge (differences between FTC and FCC rules on that).

All Montana complaints will be routed through the Citizen’s Protection office (i.e., Cort Jensen).  They’re already handling calls from Montanans.

Future Agenda Items.  Christian McKay of Montana Legend Beef Co. wanted to ask some questions regarding high-speed data connections in rural areas.  Rep. Bob Lake replied with an explanation of last mile connectivity, and the cost of deploying high-speed access in rural areas versus the number of customers with which to recover investment.  Tony Herbert suggested inviting presentations from MTA and MITS at the next meeting.

Anti-Terrorism Task Force (ATTF).  MTA was invited to join the ATTF, which met in Helena on September 2.  Members include representatives of law enforcement and critical infrastructure industries.  The FBI is developing a video/CD for law enforcement agencies to use in critical infrastructure security matters.  ATTF members agreed to share intelligence on security issues among members.

Federal File

Northeast Blackout.  We watched with amazement as millions of Americans and Canadians were affected by a massive electricity blackout that stretched from New York to Ohio.  Little noticed, however, was the fact that the wireline (as opposed to wireless) phone network continued to operate continuously during the blackout.
Do Not Call.  September 1 was the deadline for registering phone numbers on the federal registry in time for October 1 implementation.  Over 35 million Americans placed their phone numbers on the national DNC list.
Do Not Fax.  The FCC developed rules implementing federal Do Not Call requirements as they apply to telecom carriers.  (The FTC is responsible for implementing Do Not Call rules for most other U.S. businesses.)  The FCC’s rules included a number of restrictions on the ability of companies to fax information.  In general, the rules would require companies to obtain prior permission from anyone to whom an unsolicited fax is sent.  An “established business relationship” doesn’t matter, despite such a relationship exemption for unsolicited telephone calls.  The FCC received a wide variety of questions and protests regarding this rule; and on August 18, the Commission extended the effective date on the Do Not Fax rule to January 1, 2005.  The extension will allow the Commission “to consider any petitions for reconsideration and other filings that may be made on this issue.”
E-911 --  Phase II Forbearance.  A letter from U.S. Senators Max Baucus (D-MT) and Sam Brownback (R-KS) to FCC Chairman Michael Powell urges forbearance from the FCC’s accuracy standard in rural areas for Phase II wireless E-911 deployment in rural communities.  As reported in last month’s Connection, the FCC’s accuracy standards discriminate against smaller rural carriers who don’t have large areas over which to average accuracy requirements.  Moreover, rural carriers deploying a handset-based E-911 solution effectively must subsidize the price of their handsets to meet FCC usage/penetration requirements.  In short, rural carriers are at a distinct disadvantage under the FCC’s one-size-fits-all rules, which effectively discriminate against the small rural carriers.  Without appropriate cost recovery or forbearance, rural carriers will continue to face unfair cost and deployment burdens not faced by larger carriers.  MTA also has conveyed this message to the state’s 911 program office prior to a visit to the FCC by program director, Jenny Hansen.
Wireless Local Number Portability (LNP).  The Rural Wireless Working Group filed an ex parte communication with the FCC on August 25, providing a set of guidelines and business practices for adoption and use by carriers implementing wireless local number portability.  The Rural Wireless Working Group comprises NTCA, OPASTCO, and three D.C. law firms.  Among the guidelines, “portability is limited to rate center/rate district boundaries…service providers must maintain numbering resources in the same rate center and facilities must available to allow the old service provider to route calls to the new service provider as ‘local’ calls.”
Security Deposits approved in NECA Tariff.  The FCC adopted amendments to  NECA Tariff No 5 regarding deposits, billing disputes, refusal and discontinuance of service.  Following the MCI bankruptcy, in which MCI failed to pay millions of dollars of access charges to  local exchange companies, NECA proposed tariff revisions that will permit companies to request a deposit from carriers with a proven history of late payments, and to disconnect service for nonpayment of such deposits.
Voice over IP.  AT&T filed an ex parte with the FCC on August 8 in which company officials met with the Wireline Competition Bureau to “reiterate its position that phone-to-phone IP telephony services must continue to be exempt from arcane, uneconomic and bloated switched access charges.”  MTA earlier this year filed comments opposing AT&T’s request to exempt such VOIP services from access.  If it walks like a duck (i.e., a telephone call), then it is a duck.  Regulatory parity means that similar services are treated with like regulatory burdens.  
E-911 Institute.  Sen. Conrad Burns (R-MT) announced the establishment of the Congressional E-911 Institute which will serve as a clearinghouse of information on E-911 and emergency communications issues; promote public education on E-911 issues; and create a forum for discussion and development on E-911 and emergency communications policy initiatives.  Former NTIA Administrator, Greg Rhode is the Institute’s executive director.  
Employment Opportunity Tools.  The Montana Chamber of Commerce reported that the U.S. Department of Labor maintains a useful “onestop employment tool” at www.careeronestop.org.  The site offers “pre-paid” one-stop opportunities for employers, from posting openings and finding applicants to reviewing licenses and regulations to comparing compensation levels and projecting trends.
Studies and Stats

Tax Poll.  The University of Montana’s Bureau of Business and Economic Research (headed by Dr. Paul Polzin, who spoke at MTA’s Annual Meeting in July) conducted a poll for the Montana Chamber of Commerce on public attitudes toward tax reform.  Some results:

· 48.3% of respondents favored implementing a sales tax; while 50.5% opposed;

· 54.3% favored offsetting both property and income taxes, IF a sales tax were enacted;

· 26.4% favored lowering only property taxes (again, IF a sales tax were enacted);

· 48.6% believe the state budget should be balanced by a combination of reducing services/spending and increasing revenue

· 19.9% thought it should be done by cutting services alone;

· 12.5% believe increasing revenues is the answer;

· 0.7% believes in “increasing industry taxes.”

Montana Tax Structure vs. U.S.  As noted above (see Legislative Ledger), the Department of Revenue’s web site has a number of reports under the Tax reform Study Committee heading.  Among the reports available on the site is “Tax Structure MT vs. US.”   This report shows among other things:

· Income taxes comprise 40% of all states’ revenues, and an equal percentage of Montana’s revenues.

· However, “all states” derive 48% of their revenues sales taxes and 2% from property taxes; 

· Montana receives 26% of its revenues from sales taxes and 21% from property taxes.

ETC Economics.  NTCA and OPASTCO released a white paper by economist Dale Lehman refuting assertions made by Western Wireless (WW) regarding the economic benefits of designating multiple (wireless) eligible telecommunications carriers (ETCs).  WW predictably argues that it should receive the same universal service support as the incumbent, regardless of its own cost structure.  The Lehman white paper analyses the economics of universal service while also refuting WW’s assertions about forward-looking economic costs.  (It should be noted that the Wall Street recognizes a good deal when it sees one.  The Wall Street Journal recently described as “gravy” the windfall that wireless ETCs receive when they receive support based the incumbent’s cost structure.)
Telephone Trends.  The FCC’s annual “Trends in Telephone Service” report was released in August.  “High-speed” line growth (200 Kbps in one direction) grew 23% from 16.2 million lines to 19.9 million lines in the second half of 2002.  Competitive local exchange carriers (CLECs) provide service to 24.8 million lines (13.2%) of nationwide lines, compared to 21.6 million lines (11.4%) in June 2002.  One-fourth of the CLEC-provisioned lines are CLEC-owned.  For the full report, go to www.fcc.gov/wcb/ stats.
Driving Distractions.  The AAA reported in August the results of a study of driver distractions.  First on the list is “reaching, leaning, etc.”  Second is “manipulating music/audio controls;” then, 3) eating, drinking; 4) conversing; 5) grooming; 6) passenger distractions; 7) reading or writing; 8) using a cell phone; 9) smoking.
Industry Items:

DSL Video.  BellSouth announced in August that it will deploy video on demand over its DSL networks.  (Other Bell companies--e.g., SBC and Qwest--have announced deals with satellite DBS providers to offer video content packages to their customers.)   BellSouth’s service will enable consumers to download, not stream, a movie onto the consumer’s computer, where it can be viewed using standard software for up to 30 days following the “rental” date.

MAIN and NoaNet Partnership.  MAIN, Inc., a 100% digital, 1,500 mile fiber optic network owned by 10 Montana independent telephone companies, announced in August that it has partnered with the Northwest Open Access Network (NoaNet) to provide backbone fiber connections from Montana to the Western States of Washington and Oregon.  NoaNet operates a 1,500 mile fiber optic network with fiber optic cable leased primarily from the Bonneville Power Administration (BPA).
MTA Matters:

MTA Annual Meeting Slides:  A number of speakers at MTA’s Annual Meeting in July have given MTA permission to put their slide presentations on MTA’s Web site at www.telecomassn.org.

MTA Annual Showcase: December 3-4 in Billings.  Over 90 vendors will present their products and services and provide technical seminars at 21st annual  regional trade show.  For more information, or to register, visit our web site at www.telecomassn.org.  

Questions or Comments?

If you have any questions, want more information, or have any comments, please feel free to call or write MTA at 406.442.4316, or email gfeiss@telecomassn.org.
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