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Montana Independent Telecommunications Systems (MITS) appreciates the opportunity to respond to the Montana Public Service Commission’s (Commission’s) Notice of Inquiry (NOI) and the consideration of comments from the small companies that serve the most rural areas of Montana.  The comments submitted are general in nature and limited in scope for several reasons. First of all, neither MITS nor MITS’ companies are parties to the multi-state “271” proceeding in which Qwest seeks interLATA relief.  Testimony has been filed in that proceeding; workshops have been held; discussions have taken place – MITS has not participated in that proceeding.  It appears that this Notice of Inquiry was generated at least in part from positions adopted by AT&T and Qwest in the 271 proceeding. MITS is not positioned to comment in any depth on issues generated by a proceeding in which we are not a party.

Additionally, Montana telecommunications statutes draw distinctions between large and small telecommunications carriers.  Large and small carriers are regulated differently.  Large and small carriers have much different cost and revenue structures. MITS cautions the Commission to be mindful of those differences when making policy decisions for non-rural carriers that may later affect rural carriers.   Due process is essential for all as the Commission examines these complex and controversial 

telecommunications issues.  MITS defers its filing of any detailed commentary and legal positions to any subsequent PSC proceeding that specifically addresses access charge rates in the context of rural carriers.
On behalf of itself and its members, MITS files the following comments in response to the NOI issued by the Commission in the above-captioned matter on June 28, 2001.

INTRODUCTION


As the Commission is aware, the FCC continues to engage in the process of “reforming” its policies with regard to access.  Given the unsettled nature of the access system at the federal level, MITS and its members are disinclined to take firm positions on many of the questions raised in this notice of inquiry.  The inquiry involves Qwest, which is a much different kind of local exchange carrier (LEC) in many respects than MITS’ rural members.  MITS is not inclined to take positions with respect to Qwest’s access rates and incur the danger that those positions may be used against MITS’ members in a future docket by those who do not fully understand the differences between rural and non-rural LECs noted above.

GENERAL COMMENTS


Notwithstanding the disclaimer set forth in the introduction, MITS would like to make some general comments with respect to a few of the issues raised by this NOI:

1. Rebalancing. 

 
As the NOI notes in question number five, there is a very serious issue regarding what other regulated retail rates would need to be changed to compensate for reductions in carrier access rates.  For rural companies like MITS’ members, virtually all of our cost-recovery associated with providing local telephone service comes from four sources:   

interstate carrier access, intrastate carrier access, local service rates, and universal service funding.  Together, interstate and intrastate carrier access account for around 60-70% of our cost-recovery.  

Given that the FCC has already engaged in “reform” of the universal service fund and a cap (albeit a raised cap) remains in effect, the only recourse for our companies in the face of a decrease in carrier access revenues is an increase in rates for local telephone service.  Our customers appear to believe they are paying quite enough for local telephone service today.   They may, however, be willing to pay higher local rates if they knew they could save on their long-distance bills an amount equal to or greater than the increase in their local service rates.  Unfortunately, there appears to be virtually no way to force long-distance carriers to pass on their carrier access savings specifically to the customers whose local telephone rates would rise as a result of carrier access reductions.  This is one of the principal reasons MITS has historically opposed carrier access reductions.  

Again, Qwest is a different kind of LEC than the rural companies MITS represents.  There may be revenue sources outside of local telephone service rates available to Qwest that are unavailable to MITS’ members and that can be tapped to pay for carrier access reductions.  Qwest’s customers may embrace local telephone service rate increases where the customers of MITS’ members would not.  These are issues the Commission is in a better position to investigate than MITS.

2. State Universal Service Fund. 

The Commission raises an interesting issue in question number seven.  It is conceivable that a state universal service fund could be established to keep local rates affordable for Qwest’s customers in the event they became unaffordable due to an increase to offset a reduction in carrier access rates.  As we see it, all else remaining equal, this would result in:

1. contributions from the rural, high-cost MITS-member customers into a state universal service fund 

2. to keep local telephone service rates affordable primarily to low-cost urban Qwest customers 

3. that would otherwise be unaffordable because they are being raised to offset reductions in Qwest’s carrier access rates (which are already a fraction of MITS’ members’ carrier access rates)

4. that are being reduced so that costs can in turn be reduced for long-distance carriers

5. with no guarantee whatsoever that any Montana customer will see lower long-distance rates, let alone the rural high-cost customers of MITS’ members that will be contributing to the state universal service fund.

MITS is highly unlikely to support the foregoing.  However, MITS would be willing to discuss the use of a state universal service fund to reduce carrier access rates in a much broader context that includes the rural companies as well as a discussion of the definition of “local” service and its relationship to exchange boundaries established in the distant past.

3. Effects on other ILECs.
We are not aware of any direct impact that a reduction in Qwest’s intrastate carrier access rates would have on the intrastate carrier access rates of MITS’ members.  Certainly the gap between Qwest’s already lower rates and the rates of MITS’ members would become larger.

All of MITS’ members provide long distance as resellers of larger long distance providers.  The larger long distance providers would see the benefits of Qwest’s lower intrastate access rates.  However, the overall impact of such a reduction on those providers’ carrier access costs are likely to be so small in the context of our providers’ total carrier access costs that it is highly unlikely they would be willing to reduce their wholesale long distance rates to MITS’ members.  Therefore, there would be no savings that MITS’ members could pass along to their customers in the form of lower retail long-distance rates.

4. Precedential Value.

As noted in the introduction, Qwest is a much different LEC than the small rural LECs that are members of MITS.  Qwest is regulated differently and has much different cost and revenue structures.  MITS would very much like to see language in any order resulting from this inquiry that recognizes these differences and indicates that an inquiry into Qwest’s carrier access rates is likely to have little or no precedential value with respect to Montana’s rural telephone companies.

RESPECTFULLY SUBMITTED this 31st day of July, 2001.

_________________________________________

Michael C. Strand

Executive Vice-President and General Counsel
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