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Editor’s note:  The Connection suspended operations during the 2005 Legislative Session, which ended in late April.  After catching our breath, we’re back with this re-cap of regulatory, legislative and other telecom developments in the first half of 2005.
Dates & Deadlines

June 16.  PSC public forum on Western Montana extended area service.

June 17.  Comments due to PSC on intercarrier compensation public workshop to be held on June 28.

June 17.  Legislative Finance Committee.  Helena.

June 17.  Revenue and Transportation Interim Committee.  Helena.

June 20-21.  Energy and Telecommunications Interim Committee.  Roundup.

June 22.  New federal Lifeline and Link-Up rules become effective.  (Montana’s amended rules were published in the Montana Adm. Register on 5/26/5.)
June 22-23.  MTA Office Managers and Accountants Work Shop.  Lewistown.

June 24.  Effective date for implementation of FCC’s new ETC standards for applications before the FCC.
June 28.  PSC Public Workshop on intercarrier compensation.  Helena.

June 30.  All rate of return carriers must file ICLS and LTS compliance self-certifications with the FCC and USAC. 

July 18.  Form 497, low income quarterly report (including Lifeline and Link-Up) due at USAC.

July 20.  FCC reply comments on intercarrier compensation NPRM.

August 1.  Form 499-Q, universal service reporting worksheet, due at FCC.

August 24-26.  MTA Annual Meeting.  Polson.
September 11-14.  NTCA Fall Conference.  Phoenix.

October 10-11.  NTCA Region 9 Meeting.  Vancouver.

October 23-27.  USTA Telecom ’05 Annual Convention.  Las Vegas.

November 6-9.  Western Telecom Alliance (WTA) Fall Convention.  Phoenix

November 30-December 1.  MTA Annual Showcase.  Billings.

Legislative Ledger

The 59th Legislative Assembly convened this January in Helena and adjourned on April 21.  While 90 legislative days are reserved for the biennial Legislative Session, the Legislature adjourned early, setting aside time for a Special Session in December.  The Supreme Court ruled in 2004 that Montana’s education funding system fails to meet the Constitutional standard of a providing “basic system” of funding for “quality education.”  An Interim Committee will propose legislation that meets Constitutional consideration at the December Special Session.   
Meanwhile, the 2005 Legislative Session saw more than 2,375 requests for legislation submitted by 150 legislators.  Of those requests, 1,440 were introduced in either the House or Senate for consideration by those Chambers.  Legislators killed 749 of the measures and passed 691.

Several bills were passed that affect directly the telecommunications and/or utility industries.  A number of employment, tax, and other bills also passed.  For a complete list of the 144 introduced bills and the 260 unintroduced bill draft requests that MTA tracked during the Legislative Session, go to our “Preference List” posted on our web site at www.telecomassn.org.  The following list is limited only to telecom/utility-specific bills.  The Legislature passed:
· HB 112, introduced by Rep. John Musgrove (D-Havre).  The bill encourages state employee “teleworking.”
· HB 114.  John Witt (R-Carter).  Extend duration of historic right-of-way on state lands.
· HB 153.  Mark Noennig (R-Billings).  Protect utility assets from affiliate transactions (i.e., “ring fencing”).

· HB 732.  Don Roberts (R-Billings).  Stop identity theft.
· HJ 45.  Dennis Himmelberger (R-Billings).  Study funding of E-911.  (Although this resolution passed, it failed to garner enough support from Legislators to be assigned to an Interim Committee.  See below.)
· SB 224.  Jesse Laslovich (D-Anaconda).  Allow off-site educational services (distance learning).
· SB 326.  Jesse Laslovich (D-Anaconda).  Penalties for failure to call “one-call” underground utility locator.

· SB 428.  Corey Stapleton.  “211” health and human service referral number.

As noted above, more bills died than survived the legislative process.  Among those were several that would have affected the telecom sector, including:
· HB 106.  Wayne Stahl (R-Saco).  PSC approval of plant acquisition or asset transfer.

· HB 432.  Holly Raser (D-Missoula).  Penalty for vehicular accident while using a cell phone.
· HB 504.  Jim Keane (D-Butte).  Ban cell phone use while driving.
· HB 539.  Monica Lindeen (D-Huntley).  Deregulate retail telecommunications services.
· HB 618.  Robin Hamilton (D-Missoula).  Revise telecommunications service pricing statutes.
· HB 725.  Harry Klock (R-Harlowton).  Revise law on payment for relocating underground facilities.

· HB775.  Dennis Himmelberger (R-Billings).  Deployment and cost recovery of wireless enhanced 911 services.
· SB 321.  Ken Toole (D-Helena).  Authorize PSC initiation of rate cases for certain utilities.

There were 22 resolutions passed by the Legislature requesting studies of various issues, ranging from the study of pension fund investment (HJR42) to a review of state active duty process (SJR14).  Legislators were asked to rank the study requests in order of priority.  Only 18 of the requests were recommended for assignment to an Interim committee.  (HJR 42 was ranked first by the Legislators; SJR 14 came in last in the rankings.)  MTA will be involved with a number of Interim legislative activities, such as

· SJR 38, sponsored by Sen. Vicki Cocchiarella (D-Missoula), to study identity theft.  Even though HB 732 passed (see above) the sponsor and stakeholders alike agreed that further study and future revisions likely are necessary.  This study has been referred to the Economic Affairs Interim Committee.  A copy of the committee’s draft work plan is available at: http://leg.state.mt.us/content/committees/interim/2005_2006/econ_affairs/work_plan/SJR38_draftWORKPLAN.pdf
· HJ 45, by Rep. Dennis Himmelberger passed the Legislature, but failed to be assigned to an Interim committee.  (See above.)  Nonetheless, the Governor’s E-911 Executive Council, of which MTA is a member, is likely to review current E-911 funding statutes and study potential amendments to the current statute, with particular attention to appropriate funding for deployment of wireless E-911.
· HB 725, by Harry Klock failed to pass the Legislature.  However a number of interested parties (e.g., contractors, utilities, state agencies) agreed that further study of existing one-call statutes is warranted.  
For a complete description of the 22 interim study requests, their rankings, and preliminary study outlines, go to http://leg.state.mt.us/content/committees/administration/2005_2006/leg_council/2005_interim_studies_poll_results.pdf
During the Interim, the Legislative Services Division publishes a useful monthly newsletter, named of all things, “The Interim.”  It’s available by subscription ($24 for 18 editions through November, 2006) by calling 406.444.3064.  Or, it’s available on line for no charge at http://leg.state.mt.us/css/publications/interim_newsletter/default.asp
A list of Interim Committees and their members can be found at:
http://leg.state.mt.us/css/committees/interim/2005_2006/default.asp
You can sign up for automatic e-mail notices of meetings, agendas, work products, etc. from Interim Committees by going to:
http://leg.state.mt.us/css/email_logon.asp
And finally, the Montana State Library has compiled socioeconomic and natural resources “snapshots” of Montana’s 50 Senate Districts.  Check it out at http://www.msl.state.mt.us/districts/index.htm
Regulatory Review

D2004.2.23, L-04.07.5-RUL – Montana Telecommunications Association and Montana Independent Telecommunications Systems – Petition for ETC Rulemaking.  After several work sessions and a hearing in December, 2004, followed by several more work sessions consuming nearly a year of deliberations, the Commission adopted new rules establishing minimum public interest standards to be used by the Commission in proceedings for designation of additional eligible telecommunications carriers (ETCs) in Montana.  The Notice of Adoption of the new rules was published in the Montana Administrative Register of 4/28/5.  They include direction on the burden of proof (Rule II) in ETC proceedings; compliance with Commission directives and conditions (Rule IV); minimum additional requirements to be met by ETCs, such as offering supported services throughout the designated service area and satisfying applicable consumer protection and service quality standards (Rule V); satisfying public interest factors including, among other things, the ability of the ETC to provide supported services, the ability of the service area to sustain multiple ETCs, whether an ETC can provide advanced services, the effect of designation of additional ETCs on universal service, etc. (Rule VI).  The new Rules place Montana in the vanguard of states in the nation with ETC guidelines.  The FCC adopted its own guidelines during the time in which the Montana standards were being developed and encouraged states to adopt similar standards.  The Montana Rules are largely consistent with the FCC’s guidelines.  (See “National News,” below.)
D2003.1.14 – Western Wireless Holding Co. (WW) – Application for Designation as an Eligible Telecommunications Carrier (ETC).  As reported earlier in The Connection, WW was the first wireless carrier in Montana to be designated an ETC.  WW’s application is limited to certain “nonrural” areas in Qwest’s service region.  WW objected to various conditions the Commission required as a condition of ETC designation, arguing such conditions should be the result of a rulemaking, to which WW also objected.  The Commission denied WW’s objections and subsequently certified WW as an ETC in a filing with the FCC, thereby authorizing WW to receive universal service fund support for its operations.  Next, WW filed a motion for a protective order, seeking to shield from public review its compliance (or lack thereof) with Commission-imposed conditions.  Among other things, the Commission required WW to file quarterly reports on requests for service and consumer complaints.  The first quarterly reports are past due.  MTA opposed WW’s motion for protective order, and the Commission denied WW’s motion without prejudice on 6/2/5, allowing WW to return with another motion better defining what specific information WW proposes to shield from public review and why it should be kept from public review given the Montana Supreme Court’s decision that is heavily biased in favor of public disclosure.

D2003.8.105 – Mid-Rivers Cellular (MRC) – Application for ETC Designation.   The Commission granted MRC’s application for designation as an ETC in the service territories of Mid-Rivers Telephone Cooperative (MRTC) and Range Telephone Cooperative (RTC).  This designation marked the first time a wireless carrier had been designated an ETC in rural areas in Montana.  Several Commissioners on several occasions indicated how “sloppy” the process had been by which the designation was granted.  Nonetheless, the Commission approved MRC’s application on a 4-1 vote (Schneider opposing).  MTA and the Montana Consumer Counsel (MCC) both filed motions for reconsideration of the Commission’s Order granting MRC’s designation.  MTA argued that the proceeding was so procedurally flawed that parties’ due process rights were compromised.  Further, MRC had failed to establish that it could meet the minimum requirements needed to provide service as promised.  MCC argued similar points and raised additional legal questions regarding the Commission’s decision.  In an order dated May 25, 2005, the Commission denied MTA’s and MCC’s requests for reconsideration in a 3-2 vote (Schneider, and Molnar opposing.)  
D2004.5.84.  Intercarrier Compensation.  On June 29, 2004, the Commission held a public workshop to discuss intercarrier compensation issues with interested parties.  Intercarrier compensation refers to the manner in which telecommunications providers (are supposed to) compensate one another for origination, transit, and termination of telecommunications traffic.  Such compensation usually takes the form of interstate and intrastate carrier access charges for long distance traffic, reciprocal compensation for exchange of local traffic, and—closely related—universal service support.  Access and universal service combine for as much as 80% of rural telecom carrier revenues.  Without these two “legs” of the 3-legged revenue “stool,” investment in rural networks would be unsustainable.  Since last year, the FCC initiated a further notice of public rulemaking (FNPRM).  Initial comments were filed on or before May 23, 2005.  Reply comments are due on July 20.  (More, below, in “National News.”)  The Commission has scheduled a second intercarrier compensation public workshop on June 28, 2005.  Comments are due on June 17.  Interested parties are asked to comment on the various plans and proposals filed with the FCC and recommend any appropriate comments that the Commission should file in the reply round at the FCC.
D2005.4.57, D2005.4.59, D2005.4.60, D2005.4.61, D2005.4.62, D2005.4.64, D2005.4.65, D2005.4.67, D2005.4.68, D2005.4.69, D2005.4.70, D2005.4.71, D2005.4.72 – Qwest and multiple other carriers – Interconnection agreements filed under 47 U.S.C. §252 – In an on-going discussion at the Commission, Commissioners approved, 5-0, a draft order to treat Qwest interconnection agreements as filed under §252 of the Telecom Act.  The Commission maintains all such agreements are subject to public filing, review and approval as provided under the Act.  Qwest argues that recent federal court decisions no longer require certain interconnection agreements to be filed under §252.  Staff added that the order will serve as a single place where parties can look for explanation, background and analysis on how to proceed with future interconnection agreements.  
D2005.1.1 – PSC – Qwest USF Expenditures – In January, the Commission approved an inquiry into how Qwest uses its universal service support funds.  The Commission continues to express concern that Qwest’s capital expenditures in Montana consistently have declined on an annual basis while its annual universal service receipts have increased.  (In February, for example, the Commission revisited D99.8.200 in which Qwest promised to maintain certain capital expenditure as a condition of the Commission’s approval of the Qwest/US WEST merger.  Commission staff contended that Qwest had not met its cap ex commitment, but the matter was dropped out of concern that successful prosecution of remedies in court was problematic.)  MTA filed comments in D2005.1.1, contending that Qwest’s universal service support is determined by federal procedures and that the Commission lacks jurisdiction to direct Qwest’s receipts or expenditures of federal universal service support.  At its June 2, 2005 work session, the Commission approved issuing a notice of investigation and intervention deadline commencing formal proceedings to determine whether the PSC should direct Qwest expenditures of universal service funds and, if so, how expenditures should be directed.  Commissioner Schneider specifically pointed out that the FCC grants authority to states to decide how USF funds are spent by non-rural carriers.
D2003.12.170 – Western Montana Local Calling Coalition.  Commissioners approved a staff recommendation on May 24, 2005 to convene a meeting of interested parties (e.g., CenturyTel, Ronan, Hot Springs, Blackfoot and Qwest) to discuss a proposed Western Montana extended area sservice (EAS) plan and to consider options to a formal EAS arrangement.  A public forum has been scheduled for June 16 in Helena.
Remaining ETC Applications.  The Commission in April issued 8 Notices of Application and Intervention Deadline for carriers that had submitted applications for designation as ETCs in Montana.  The Dockets are:
· D2000.5.64 – InterBel Telephone Cooperative, Inc.
· D2004.1.5 – InterBel Wireless, Inc. 
· D2004.1.6 – Triangle Communications System, Inc
· D2004.1.7 - Sagebrush Cellular, Inc. 
· D2004.1.8 – Northern Communications, Inc.
· D2004.3.36 – Blackfoot Communications, Inc. 
· D2004.3.38 – Range Telephone Cooperative, Inc. 
· D2004.8.127 – VCI Company 
InterBel Wireless and Northern Communications subsequently withdrew their applications, leaving six “remaining” ETC applications pending before the Commission.  Procedural schedules will be issued next.  (Note: 3 Rivers PCS’ application—D2003.10.156—also is pending before the Commission, having proceeded through initial discovery last year before being suspended.)  MTA has been granted intervention in all of the pending ETC dockets.
L-05.03.3-RUL.  Lifeline/Link-up (Low Income Telephone Assistance Program).  Last year, the FCC promulgated new rules pertaining to the Lifeline and Link-up programs.  (Lifeline subsidizes the cost of telephone service for low income citizens, and Link-up subsidizes the cost of installing telephone service for low income individuals.)  Montana has its own low income telephone assistance program.  Eligibility is based on Medicaid eligibility.  The new federal rules add an income test to the eligibility criteria (135% of the federal poverty guideline, among other income-based factors) for “default” states relying on Federal rules, and for Tribal areas in both default and non-default states.  (Montana is a non-default state with its own eligibility criteria.)  The Commission issued proposed rules implementing the new federal guidelines for Tribal Lands in Montana.  MTA and others testified at a Commission rules hearing on May 3.  The new rules were published in the May 26 edition of the Montana Administrative Register.  The new rules include many of MTA’s recommendations, including an option to provide annual notice to lifeline subscribers in lieu of conducting an annual statistical survey.
Bresnan Digital Voice Service. – At their May 17 work session, commissioners discussed plans by Bresnan Communications (cable TV provider) to deploy competitive voice services in Montana.  According to an earlier presentation by Bresnan to Commission staff, the voice service Bresnan plans to offer would use an Internet-based phone and Bresnan’s residential cable connection to take a call to the local phone company’s switch, where it would be switched locally and transported to its destination using the public switched telephone network (PSTN).  Commissioners decided to defer any decision on the regulatory treatment of such telephone service until later in the year, preferring to see how the issue settles out on the federal level.  The regulatory treatment of such telephone service is the subject of federal regulatory and court (and legislative) activity.  MTA argues that if it walks like a duck and quacks like a duck, it’s a duck—i.e., telephone service—and should be treated accordingly.  The FCC’s recent decision to mandate that all Internet-based voice service comply with 911 emergency calling requirements simply underscores the “duck” theory.  (See “National News”, below, for more on the FCC’s 911 decision and other voice over Internet Protocol—VOIP—matters.)
D2003.2.23 – 3 Rivers ETC in Shelby.  Following in Western Wireless’ footsteps, 3 Rivers’ application for designation as an ETC in Shelby was approved in March with conditions similar to those the Commission required WW to meet.  Also, similar to the WW matter, 3 Rivers filed a motion to reconsider the Commission’s order, objecting to the Commission-mandated conditions on the basis that 3 Rivers is a cooperative not subject to commission regulatory jurisdiction.  The motion was denied, and the Commission subsequently certified 3 Rivers’ ETC status to the FCC and USAC at its May 10 work session.
D2005.4.51 – Covad Arbitration.   Covad, a competitive local exchange company (CLEC) believes that the Commission has the authority to make available to competitors additional unbundled network elements (UNEs) beyond those required by the FCC.  Qwest disagrees.  The Commission appointed staff attorney, Monica Tranel, as hearing officer at its May 10 work session.
D2005.1.11 – Range Telephone Cooperative, WWC Holding Co. (Western Wireless) – Reciprocal interconnection, transport, and termination interconnection agreement.  Commissioners approved an interconnection agreement (ICA) between Range and WWC in April.  The agreement includes rates, possible meet points, etc.  Of particular note is a provision by which Range could purchase Qwest’s transit traffic records, which Range then could use to bill WW for traffic under this agreement.  Staff noted that Verizon Wireless (VZW) agreements are following the same pattern.

D2004.3.39 – Implementation of number portability stipulations as approved by the Commission.  In March, the Commission approved a staff recommendation to send a letter to all parties that had reached stipulated agreements with Western Wireless in 2004 regarding intermodal number portability arrangements.  Staff wanted to obtain information about the status of implementation of the agreements.  However, before the letter could be sent, the U.S. Court of Appeals for the D.C. Circuit remanded part of the FCC’s intermodal number portability order, agreeing with movants including CenturyTel and others that the FCC had failed properly to take into account the effect of its number portability order on small businesses as required by the federal Regulatory Flexibility Act (RFA).  The Court remand put into question whether, and to what extent the stipulated agreements remained valid and rendered the proposed Commission letter to parties moot for the time being.
PSC Streaming and Archives.  You can now audio stream Commission work sessions live, as well as retrieve them from the Commission’s archives located on their web site, eDocuments page, at:  http://www.psc.state.mt.us/eDocs/.  Go to the “Work Sessions Audio Feed.”  
More Montana Matters

Statewide 911 Contract.  The State of Montana and a consortium of Montana’s independent telecommunications providers led by CenturyTel of Montana signed a contact on June 3 implementing a statewide E-911 program.  The new E-911 system will provide secure, redundant 911 routers and a redundant backbone network, greatly enhancing network reliability and increasing individual emergency service answering point functionality and control.  A recent loss of 911 service in the Missoula area that resulted from a Qwest fiber cut illustrated the need for backbone redundancy, which the new statewide contract provides.  The contract demonstrates a successful public/private partnership which maximizes the benefits of Montana’s independent telecommunications infrastructure and the state’s public safety services bureau’s administrative capabilities. 
Emergency Services Interoperability.  The Statewide Interoperability Executive Council (SIEC) has approved a number of county-wide and multi-county proposals to migrate all emergency communications to a single, “trunked” wireless network.  The objective is to enable all emergency service personnel (fire, law enforcement, and even state and/or federal agencies, including the National Guard and U.S. Forest Service) to communicate simultaneously with one another on a common communications network using common (or compatible) equipment.  Lewis & Clark County was the first demonstration project, and is just now coming on line.  The “northern tier interoperability project” is in line to connect emergency communications capabilities along Montana’s hi-line.  The next steps include finding money to fund these interoperability projects, and connecting the individual projects together into a single network.  
E-911 Executive Council.  As noted above, HB 775, providing a funding mechanism for wireless E-911 deployment, failed to pass the House of Representatives in the 2005 Legislative Session.  A study resolution, HJ 45, passed but legislators did not give the resolution a high enough priority to justify assigning the study to an Interim committee.  Nevertheless, the E-911 Executive Council has decided to pick up the ball by exploring a legislative proposal for funding wireless and wireline E-911 deployment.
National News 

FCC Docket No. 01-92.  Intercarrier Compensation.   At least 99 parties filed over 3,000 pages of comments by the May 23 deadline on the FCC’s further notice of public rulemaking (FNPRM) investigating reform of the existing intercarrier compensation regulatory system by which telecommunications networks compensate one another for the exchange of telecommunications traffic.  (The FCC’s Notice itself is more than 100 pages, and offers an excellent “summary” of the issues and questions involved in this complex issue.)  “Intercarrier compensation” refers to intrastate and interstate access charges (charges associated with the origination and termination of long distance calls), reciprocal compensation (charges associated with origination and termination of local calls between networks) and, closely related, universal service (federal and, where applicable, state support for investment in high cost networks).  MTA joined MITS and Mid-Rivers Telephone Co-op (MRTC) in filing joint comments at the FCC.  The MITS/MTA/MRTC comments largely support the principles advanced by the Rural Alliance (RA), a group of rural ILECs from around the country.  Both the join comments and RA, for example, emphasize that access charges should not be eliminated, as some parties recommend.  All networks should be compensated for the services they provide, and all network users should contribute equitably.  Currently, not all telecommunications service providers contribute fairly, or at all, to the cost of maintaining telecommunications networks.  Further, the FCC should consider the effect of intercarrier compensation reform on end user costs and universal service.  For instance, if access charges are reduced or eliminated, end user rates necessarily will increase, or pressure to increase universal service contributions will increase, or both.  Reply comments are due on July 20.
FCC Mandates VOIP 911 Capability.  The FCC in May mandated voice over Internet protocol (VOIP) providers to provide reliable 911 calling capabilities on their services within 120 days.  VOIP service providers advertise their broadband voice services as substitutes for traditional phone service.  However, VOIP services do not necessarily enable users to call or be located by emergency services when VOIP subscribers call “911.”   Prior to issuing its mandate, the FCC head from individuals from Connecticut, Florida and Texas who described personal tragedies, including the death of a child, when they were unable to get through to 911 on their VOIP telephones.
Eligible Telecommunications Carriers (ETC) Guidelines.  The FCC on February 25, 2005 adopted guidelines for designating ETCs, and encouraged states to adopt similar standards.  The FCC’s ETC guidelines will become effective for any ETC applications at the FCC as of June 24, 2005.  The Montana Commission’s recently-adopted ETC Rules largely incorporate the FCC’s recommended guidelines.  (See “Regulatory Review,” above.)  The FCC’s standards require applicants among other things to: provide 5-year buildout plans showing how universal service support will improve service; demonstrate that they will remain functional during emergencies; and satisfy consumer protection and service quality standards.  The FCC also recommends annual certification requirements including requiring ETC to demonstrate compliance with their 5-year quality improvement plans; to report on service outages; and to satisfy requests for service.  
Level 3 Forbearance Petition.  In 2003, Level 3 Communications, a provider of Internet-based phone services (VOIP), requested forbearance by the FCC from imposing access charges on its VOIP telephony service.  The FCC was required to rule on Level 3’s petition by March 22.  On March 21, Level 3 withdrew its petition in the face of substantial opposition from parties across the nation.  MTA had filed comments at the FCC in 2004 opposing Level 3’s petition.  In March of this year, independent telcos of Montana urged members of Congress to weigh in with the FCC, arguing that the FCC should not “carve out” Level 3’s telephone service while the FCC is considering comprehensive intercarrier compensation reform (see above).  Moreover, since Level 3’s service (and other VOIP providers) uses the public telephone network, the FCC should not allow Level 3 or any other VOIP provider to avoid paying the costs associated with using the public network.  By exempting Level 3 or other VOIP providers from paying access charges, the FCC would encourage regulatory arbitrage whereby carriers would attempt to circumvent access charges by recharacterizing the nature of their traffic as “VOIP.”
Phantom Traffic.  Among the issues raised in the FCC’s FNPRM on intercarrier compensation (see above), is the matter of “phantom” traffic that escapes identification and appropriate billing from networks that carry such traffic.  Originating carriers should (but don’t necessarily) provide sufficient call identification information to enable terminating carriers to identify and bill for traffic that is delivered to end users.  A significant amount of telephone traffic escapes identification, and therefore circumvents normal billing processes.  Failure to pay for services rendered by networks is like shoplifting.  MTA drafted legislation in 2003 which was enacted to help prevent this problem.  The problem persists on a national level.  In a recent meeting at the FCC, CenturyTel noted that the “phantom traffic” problem may result in a loss of 10% to 15% of revenues.  The company recommended that the FCC adopt rules to require all originating carriers clearly to identify their traffic, and all other carriers to maintain the integrity of call identifying information to enable terminating carriers to be able to bill for such traffic.  The proposed rules also would permit blocking of unidentified traffic and would require decertification of carriers who fail to comply with such rules.  Service providers should have enforcement options available to encourage others to comply with reasonable expectations. 
Number Portability.  The D.C. Circuit Court of Appeals in March remanded the FCC’s intermodal (wireline to wireless) number portability order on the basis that the FCC had failed adequately to consider the effect of its order on small businesses, as required by the federal Regulatory Flexibility Act (RFA).  MTA and MITS last year petitioned the Montana PSC to suspend these rules in part because of the cost of implementing the rules particularly for small rural carriers.  MTA also argued that the FCC’s intermodal portability rules effectively instituted a new “location portability” requirement without having gone through a public notice and comment period.  The Appeals Court did not rule on the “location portability” matter.  The FCC has initiated a notice of public rulemaking seeking comments on its compliance with the RFA.  Meanwhile, MTA member companies and others reached stipulated agreements with Western Wireless which effectively implement intermodal number portability in Montana under terms that recognize the interests of rural Montana carriers and their customers.
New “811” dialing code adopted.  The FCC in March designated “811” as a nationwide “one-call” number for contractors, builders and others to call for locating underground utility facilities before excavating.  The dialing code will be operational in two years.
Faces at the FCC.  MTA was delighted to see the appointment of Commissioner Kevin Martin by President Bush to the Chairmanship of the FCC.  Martin has demonstrated a deep understanding of rural telecommunications issues.  MTA endorsed Martin’s appointment and was pleased to note that Senator Conrad Burns also supported the appointment.  Chairman Martin’s former legal advisor, Dan Gonzalez was appointed to FCC Chief of Staff, and Michelle Carey, formerly of the Commission’s Wireless Competition Bureau, is now the Chairman’s legal advisor.
In Congress:

· Anti-Discrimination Act (ADA) and universal service.  The last thing the U.S. Senate did before adjourning in 2004 was pass a motion by Sen. Conrad Burns to suspend for one year a recommendation by the General Accounting Office to change the method by which certain universal service funds are booked.  The effect of the change would have reduced the amount of universal service funding available for allocation, and increased the amount of contributions required to fund universal service—without providing any benefit.  Bills have been introduced in both the House (HR 2533) and Senate (S. 241) this year to extend the moratorium permanently.  
· Staff Moves.  Former Montana PSC attorney, Monica Tranel, has taken a position with Sen. Conrad Burns as telecom advisor, replacing Mike Rawson who has joined a D.C. consulting firm.  Given Sen. Burns’ central role in any future efforts to rewrite the Telecom Act, Montana is fortunate to have a staff resource from Montana who understands rural telecommunications issues as well as Monica.
Around the Nation:

· The Minnesota Department of Revenue ruled that voice over Internet Protocol (VOIP) is a taxable telecommunications service.  Under Minnesota law, “telecommunications service” means “the transmission, conveyance, or routing of voice, data, audio, video, or any other information or signals to a point, or between or among points, by or through any electronic, satellite, optical, microwave, or other medium or method now in existence or hereafter devised, regardless of the protocol used for such transmission, conveyance, or routing.”  
· The Texas Attorney General in March sued Vonage, a VOIP provider, for failure adequately to inform its customers that Internet-based phone service does not always provide emergency 911 service.  Indeed, a Texas child reportedly was unable to call 911 on her home VOIP phone to report an armed robbery in progress in her home.  (The FCC subsequently mandated that all VOIP service providers enable 911 capability on their services.  See above.)
· The Nebraska PSC voted unanimously to assess state universal service contributions on the intrastate portion of VOIP services.  The Commission determined that the intrastate portion of VOIP should be determined using the FCC’s “safe harbor” allocation that is applied to wireless traffic.  The FCC’s safe harbor allocates 28.5% of wireless traffic to the interstate jurisdiction, meaning that 71.5% is intrastate.  
· The City of Baltimore, as well as several other state and municipal tax jurisdictions, has begun taxing cellular phones in the same manner as wireline phone service.  The city argues that since wireline and wireless service are substitutable, the services should be treated alike when it comes to taxation (and revenue) policy. 
Studies, Stats & Stuff
Telecommunications Trends.  According to the latest FCC statistics, as of June 2003 (latest available):
· High speed line subscriptions in Montana increased from 10,446 in June ’01 to 28.023 in 6/03;
· CLECs provided 3% of the total end-user switched access lines in Montana;
· There were 343,360 mobile wireless subscribers in Montana; and 
· 542,127 Montana ILEC loops.
Penetration rates.  Telephone subscribership penetration rate (based on 3/05 Census data) increased from 92.8% to 93.3% in Montana.  Nationally, the subscribership penetration rate is 92.4%.  The penetration rate varies by state (WA and UT shared the highest percentage at 96.9%); income (80.4% for households with annual incomes less than $5,000; and 96.9% for households with annual incomes greater than $75,000); ethnicity; age; and other variables.
Telephone Prices.  Toll (long distance) rates fell 6.6% in 2004 and local rates rose by 0.1%, according to the FCC’s telecommunications reference book.  (Similarly, a report by Legg-Mason, a financial analysis firm, finds that the consumer price index for traditional telecommunications services has lagged the CPI for all products since the mid 1980s.  During the same years, a variety of other telecommunications related services, such as video and Internet, “experienced expenditure and CPI growth significantly greater than the core telephone service’s.”  The average business single phone line rate in 2004 was $43.75, according to the FCC’s report.  Monthly household expenditure on telephone service was $79.67 in 2003.
MTA Memos
MTA Office Managers Workshop.  The Office Managers workshop will be in Lewistown on June 22-23.  USAC, NECA, National Farmers Union Insurance are on the agenda.  MTA and Montana Taxpayers Assn. will provide a legislative and regulatory recap.  There’s plenty of time for roundtable discussion among managers regarding issues of concern.  Go to MTA’s web site for registration and other information at www.telecomassn.org.

MTA Annual Meeting.  MTA’s Annual Meeting will be held at the wonderful KwaTuqNuk Resort on Flathead Lake, August 23-26.  National and state policy makers and business leaders will provide updates on policy and technical perspectives.  The annual banquet will on board the Far West cruising Flathead Lake.  For more information, visit MTA’s web site at www.telecomassn.org.
Scholarships.  Annual MTA Memorial Scholarships were awarded this year to Megan Stitt, a graduate of Drummond High School attending Carroll College, and Bridget Kelly, a graduate of Flathead High School, planning to attend either St. Mary’s College or the University of Notre Dame.  MTA also awarded Showcase Scholarships to Paige Anderson, who graduated from Hot Springs High School, and will attend Dartmouth College, and Averi Creasia, a Helena Capital High School grad, planning to attend either Seattle University or Western Washington University.
Questions & Comments
Your feedback is encouraged and welcome!  Feel free to call or write any time.
Montana Telecommunications Association

208 North Montana Avenue, Suite 105 
Helena, Montana  59601

406.442.4316

www.telecomassn.org
Geoff Feiss, General Manager

gfeiss@telecomassn.org
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