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      )

NOTICE OF INQUIRY 

QWEST RETAIL RATE REBALANCING

Pursuant to procedures established in Commission docket D2000.5.70
, testimony was filed on Public Interest issues stemming from The Telecommunications Act of 1996.  Testimony filed by Qwest and by AT&T raises the issue of whether Qwest’s carrier access charge rates should be reduced and if so, whether retail rates need rebalancing.
  Whether there is need to coordinate any such rebalancing with other regulatory activity is also a question.  This Notice of Inquiry lists questions on which the Commission seeks comments from interested parties.  The Commission chooses an expedited process allowing for one round of comments as detailed below.

This Notice of Inquiry regards the carrier access charges that Qwest assesses in the Montana intrastate toll market and includes intrastate toll traffic that originates or terminates on Qwest’s switches.  When, for example, an interexchange carrier transmits a call from a Qwest land-line customer in Helena to another Qwest land-line customer in Billings, Qwest assesses the interexchange carrier access charges (CACs) to both originate and to terminate the call.  This type of long distance call is an interLATA call -- one that Qwest is not permitted to carry before it receives Section 271 approval from the FCC.

The 271 public interest testimony filed by Qwest and AT&T is briefly reviewed. Qwest’s witness David Teitzel asserts that the interLATA market in Montana is insufficiently competitive.   He concludes that it is in the public interest to allow Qwest interLATA entry.  AT&T’s witness Mary Jane Rasher asserts that Qwest will be advantaged if Qwest’s CACs are not reduced prior to receiving 271 approval.  AT&T argues that Qwest’s CAC rates are a barrier to competition because the cost that Qwest incurs, or will incur, to complete a call in competition with an IXC differs from the cost that an IXC incurs.  This, AT&T argues, benefits Qwest.  In his rebuttal, Mr. Teitzel responds that AT&T’s concern has no place in Qwest’s 271application process.

In this Notice of Inquiry the Commission asks whether it is necessary to lower Qwest’s CACs in combination with any other necessary measures to mitigate the distributional impacts and to establish procedures to carry out this goal.  The Commission also desires to coordinate any such resulting effort with any other necessary regulatory actions.

As background, Qwest has lowered CACs in the past.  CACs were lowered in D96.12.220, Qwest’s last rate-rebalancing docket.  Although rate rebalancing is not a novel regulatory tool, it raises distributional and other possible issues.   Since this Notice of Inquiry is the vehicle to initially investigate the need for and the possible implications of rate rebalancing, comments are requested on the issues listed below.

Opportunity to Comment

The Commission seeks comments on whether, when and by how much to lower Qwest’s carrier access charge rates for both intraLATA and interLATA intrastate traffic. 

The Commission invites comments on the following questions or issues:

1.       Given the testimony of  Ms. Rasher and Mr. Teitzel’s rebuttal is it necessary to lower Qwest’s Montana carrier access charge rates to mitigate any competitive advantage Qwest may otherwise have when granted 271 approval?

2.       If it is advisable to lower carrier access charges, when should Qwest’s carrier access charges be decreased?  Should there be phased in decreases?  When should any decrease be made with respect to Qwest’s entry into the interLATA market?

3.       Although two options include LRIC (Long Run Incremental Costs) and ECOS (Embedded Costs), what is the relevant cost basis for carrier access charge prices?

4.      Although the cost for a carrier access charge minute of use may be small relative to the current rates, what is a reasonable carrier access charge rate reduction that would mitigate the concern that Ms. Rasher raises?

5.       If and when carrier access charges are decreased, what other regulated retail service rates should change to compensate for the reductions in carrier access charge revenues?  

6.       Because the last time federal universal service funding amounts were factored into rate levels for Qwest was in the early 1990s, can and should the amount of universal service funding that Qwest receives be used to mitigate the rate increases that would otherwise occur as a result of lowering carrier access charges?

7.      The 2001 Montana legislature enacted HB 564.  How might this statute be used in conjunction with the federal USF support that Qwest receives to mitigate the rate impacts of rebalancing Qwest’s rates?

8.      Should the Commission require that carrier access charge reductions be flowed through to toll rates (see (69-3-844(4) MCA)?

9.      To what extent should Qwest’s toll charges be reduced and how should any associated revenue shortfalls be recovered?

10.      If Qwest’s carrier access charge rates are lowered, will there be effects on other ILECs and CLECs (e.g., MTA and MITS members, Ronan and Hot Springs) and how will such effects vary depending on whether an ILEC or CLEC has or does not have a long-distance affiliate?

11.      What is the relation, if any, between retail rate rebalancing involving reduced carrier access charge rates and FCC policies and rulemakings?  What is the relation of rate rebalancing to the sale of exchanges (Qwest to Citizens in Montana)?  Can the impact of rebalanced rates be mitigated using the authority in HB 564 but without a rulemaking that could delay rate rebalancing?   

12.      If there are other important consequences on issues that arise from carrier access charge rate reductions, or that are related to such reductions, and that were not addressed by one of the above questions, please comment on those consequences and how they impinge on the decision to lower carrier access charges.

Regarding procedure please comment on the amount of time required to process a rate rebalancing case and how such a case should be coordinated with Qwest’s anticipated petition for Section 271 approval of the FCC.

The Commission will receive written comments on the above questions and issues through July 20, 2001.  Written comments should be addressed to Dennis Crawford, Program Manager, Montana Public Service Commission, 1701 Prospect Avenue, P. O. BOX 202601, Helena, MT, 59620-2601.  The Commission invites electronic filings of the same written comments so long as the electronic filings are in MS word format.  Electronic filings should be addressed to mlee@state.mt.us.
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� D20005.70 is “IN THE MATTER OF the Investigation into U S WEST Communications, Inc.’s Compliance with Section 271 of the Telecommunications Act of 1996”.





�  The testimony we summarize is that filed by Qwest witness Mr. Teitzel and AT&T witness Ms. Rasher (her affidavit).  Mr. Teitzel’s March 30, 2001 direct testimony (p. 56 of 65),  Ms. Rasher’s May 4, 2001 Affidavit (pp. 10-14) and Mr. Teitzel’s May 23, 2001 Rebuttal testimony (p. 21) are all available at the following URL: http://www.libertyconsultinggroup.com/workshop_number_3.htm
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