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March 5, 2007


Interim Report by the Public Utilities Commission
To the Utilities and Energy Committee
On Discussions Regarding the Current Regulatory Structure 

and Process for Maine’s Rural Telephone Companies
I.
BACKGROUND
In 2005 and 2006, the Utilities and Energy Committee (Committee) considered LD 1675, An Act to Make a Standard Alternative Form of Regulation Available to Rural Telephone Companies.  The Committee ultimately voted “Ought Not to Pass” on the bill, but agreed to send a letter to the Commission requesting the PUC to continue to consider several issues raised by the bill.  
By letter dated January 23, 2006, the Committee Chairs requested the Commission to convene a group of interested persons to review and discuss “the current alternative form of regulation (AFOR) process and its effects on small rural telephone companies.”  Specifically, the January 23rd letter directed the group:

· To review and discuss the current process that exists for establishing an AFOR and how that process impacts small, rural telephone companies, and

· To evaluate options for streamlining and simplifying the process for a rural telephone company to adopt an AFOR, including

· Opportunities to streamline the rate review and evaluation process, including the potential for a two-tier (short-term and long-term) model for rate cases associated with AFOR proceedings, and

· Options for and costs and benefits of developing a standardized AFOR model, or “template,” for rural telephone companies. 

The January 23rd letter also requested the Commission to report the results of the group’s work and policy recommendations to the Committee no later than January 1, 2007. 

As discussed below, the Commission staff requested an extension of the January 1st reporting deadline to allow for further discussions.  As also discussed below, the parties agree that this Report is preliminary in nature and request that the Commission be allowed to file a Final Report to the Committee on or about November 15, 2007.  
The purposes of this Interim Report are to (1) respond to the January 23rd letter and (2) inform the Committee about the plans of the parties to continue discussions through monthly meetings from March through November 2007.  
II. SUMMARY OF MEETINGS AND DOCUMENTS PRODUCED BY THE 
GROUP 
On June 29, 2006, Commission staff met with representatives of the Telephone Association of Maine (TAM) to outline a process for responding to the January 23rd letter.  We agreed to meet with a larger group of TAM members and representatives of the Office of the Public Advocate (OPA) on July 20, 2006.
  During the July 20th meeting, TAM described its concerns about the current regulatory structure and process and made a preliminary presentation of an alternative regulatory construct.  The Group discussed a variety of issues relating to TAM’s proposal.  At the conclusion of the July 20th meeting, TAM agreed to draft a written summary of its proposal in the form or a standardized model or template.  
On October 4th, TAM provided staff and the OPA with a document titled “Relaxed Regulation Template.”  A copy of the October 4th Template is attached to this Interim Report.  The Group met on November 16th to discuss the October 4th Template.  The Group also discussed a variety of related issues that were not specifically addressed in the Template.  At the conclusion of the November 16th meeting, the Commission staff agreed to prepare a detailed response to the October 4th Template and the other issues that were raised during the November 16th meeting.  On December 5th, the Commission staff provided TAM and the OPA with proposed amendments to the October 4th Template and a Memorandum explaining and justifying the proposed amendments.  Copies of the staff’s proposed amendments and Memorandum are attached to this Interim Report.  
On December 26th, TAM filed a letter in response to the staff’s December 5th proposed amendments to the Template.  TAM’s December 26th letter noted that while the Group had made a good faith effort to identify and address TAM’s needs, the amendments proposed by staff were not sufficient to meet those needs.  TAM’s December 26th letter noted that current differences between TAM’s position and staff’s position could not be resolved by the January 1, 2007 reporting deadline.  TAM therefore concluded that the Commission’s report to the Committee should note that the parties had reached impasse.    
On January 4, 2007, Commission staff notified the Committee Chairs of the possible impasse in the Group’s discussions, but requested an extension of the reporting deadline to allow the parties a final opportunity to explore alternatives before declaring impasse.  
By letter to TAM representatives dated January 9, 2007, staff stated that: (1) the parties had made significant progress since last June; (2) there may be some misunderstandings among the parties about what has been proposed and why; (3) the Chairs of the Committee made it clear in their January 23rd letter that they expect the parties to try to negotiate a workable solution before bringing these issues back to the Committee; (4) staff would welcome the opportunity to discuss and explain the specific features of its proposal if TAM is interested and (5) if TAM would like to continue negotiations, staff would be happy to request a further extension of the reporting deadline to allow those discussions to take place.


On January 11, 2007, a TAM representative called staff to discuss the situation and the parties agreed to continue discussions on January 18th.  The Group had a very productive meeting on January 18th.  Discussions during the January 18th meeting resulted in two significant conclusions.  First, during the January 18th meeting, various TAM members indicated that their respective concerns are diverse and sometimes inconsistent.  They noted that this diversity of interest is not amenable to the kind of standardized or template approach the Group had been pursuing.  The Group therefore decided to indefinitely suspend discussions of the Template.  Second, several members of the Group noted the benefits of face-to-face meetings and the free exchange of information.  Based on these observations, the Group decided to initiate a series of monthly meetings to more clearly define and explore (1) the fundamental needs of the parties and (2) ways to address those needs.   
 
By email to the Committee Chairs dated January 20th, Commission staff reported that the Group had agreed to: (1) hold their first monthly meeting on February 21st during which they would agree on a tentative agenda for monthly meetings throughout the spring, summer and fall; (2) request permission from the Chairs to file an Interim Report followed by a Final Report to be filed in November 2007 and (3) request a further extension of the reporting deadline for the Interim Report until March 1st so that the Interim Report can identify the topics the parties will be exploring in the upcoming months.  
III.
CONTINUING DISCUSSIONS 

TAM representatives and Commission staff met on February 21st.  During the February 21st meeting, the parties agreed to meet on the third Wednesday of every month from March to October and discuss the following topics:

March
Bundled service offerings including accounting and Chapter 290 issues

April
Pricing flexibility for basic and non-basic service

May
Tariffing flexibility

June 
Competitive parity focusing on possible changes to Commission rules – Part 1
July
Competitive parity focusing on possible changes to Commission rules – Part 2
August
Competitive parity focusing on possible changes to statute – Part 1

September
Competitive parity focusing on possible changes to statute – Part 2

October
Open (discussion of new topics that arise during earlier meetings or carryover topics from earlier meetings)

November
Final report to the Committee
As noted above, the parties request that the Chairs allow the Commission to file a Final Report to the Committee on or about November 15, 2007.  The purpose of the Final Report would be to summarize the results of the monthly meetings outlined above and to propose any additional action recommended by the parties.
Attachments

� Throughout this Interim Report, we refer to representatives of TAM, the OPA and the Commission as “the Group.”
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