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I.
MAJOR ISSUES PRESENTED
Current Maine law provides that the E-9-1-1 system will be funded by a statewide surcharge levied on various telephone exchange and access lines and “cellular or wireless telecommunications service subscribers.”
  Under the current law, postpaid wireless subscribers are contributing to the E-9-1-1- fund, but prepaid wireless subscribers are not. The threshold question the Committee must answer is: Should prepaid wireless subscribers be required to contribute to the E-9-1-1 fund? Our research indicates that at least 17 states have answered this question in the affirmative. As explained in section IV below, we believe that equity considerations require that both prepaid and postpaid wireless subscribers should be required to contribute to the E-9-1-1 fund.  To the best of the Emergency System Communications Bureau’s knowledge, none of the prepaid service providers who participated in the Committee’s consideration of LD 1418 opposed the concept that both prepaid and postpaid subscribers should contribute to the E-9-1-1 fund. 

The questions that generated the most disagreement during the Committee’s consideration of LD 1418 centered around the proper mechanism for assessing a surcharge on prepaid wireless subscribers. The mechanism we propose in this report is based on the “Tennessee Model” which is currently employed in five states and is discussed in section VI(C) of this report. The organizational structures and methods of doing business of the prepaid wireless providers operating in Maine differ from provider to provider. In recognition of these differences, we have crafted a proposed amendment to the existing E-9-1-1 funding law that offers some flexibility to the providers of prepaid wireless service by giving them the following two alternative methods for collecting the surcharge from their subscribers:

· Collect the surcharge at the beginning of each month during which time is left on the service, or
· Collect the surcharge for each month that the service can be used at the point of sale.
Our proposed amendment offers a third option for prepaid wireless providers who are either unable or unwilling to comply with the first two options.  This third option would allow a prepaid wireless provider to calculate the amount its subscribers owe to the E-9-1-1 fund by the use of a formula. The formula would require the provider to divide its total earned intrastate prepaid wireless telephone revenue during the monthly E-9-1-1 reporting period by the average revenue per customer for that month, multiply the quotient by the surcharge, and pay the resulting amount.

This proposed amendment, which is included as Attachment 2 to this report, is intended to allow each prepaid wireless service provider to select the surcharge collection method, or combination of methods, that is preferable to that provider. Each of the above-listed options is discussed in detail in section VI(D) of this report. 
II.
BACKGROUND

A.
LD 1418 and Resolves 2005, Chapter 62
Last session, the Utilities and Energy Committee (Committee) considered LD1418, An Act to Subject Prepaid Wireless Telephone Service to E-9-1-1 Funding Requirements.  LD 1418 was submitted at the request of the Public Utilities Commission’s Emergency System Communications Bureau (ESCB).  As originally drafted, LD 1418 would have amended existing law governing E-9-1-1 funding to specifically require each prepaid wireless telephone service provider to collect from its customers a surcharge for the period of the prepaid service at a rate of 50 cents per month. The provider would have been given the option of collecting the surcharge at the time the customer purchased the service or at the beginning of each month for which time was left on the service.
After considering the issues raised by LD 1418, the Committee passed a Resolve, to Direct the Public Utilities Commission to Examine Issues Relating to the Collection of Certain Fees on Prepaid Wireless Telephone Services (Resolve).
 The Resolve directs the Commission to “investigate methods for ensuring equity in funding the E-9-1-1 system, the Telecommunications Education Access Fund and the universal service fund ... through the collection of fees on prepaid wireless service.” The Resolve further provides that the Commission must consider “methods that involve collecting fees from providers of the service and methods that involve collecting fees at the retail point of sale.” The Commission must also consider “methods to establish the amount of fees and how or whether these should relate to the sale price or value of prepaid wireless service.” Finally, the Resolve directs the Commission to “examine methods used in other jurisdictions to determine if suitable models have been created that have proven to be effective.”  

The Resolve requires the Commission to submit a report of its findings to the Committee on or before February 6, 2006. The Resolve also gives the Committee the authority to report out a bill during the second regular session of the 122nd Legislature relating to the subject matter of the report.

The purpose of this report is to satisfy the requirements of the Resolve.

B.
Summary of Action by ESCB
This report has been prepared by the ESCB. To gather background information, the ESCB conducted a telephone survey of prepaid wireless providers doing business in Maine.  The results of this survey are summarized in section III of this report. The ESCB also conducted a state-by-state review of statutes relating to the funding of E-9-1-1 services. As part of this review, the ESCB contacted state administrators for E-9-1-1 services across the country to determine how various states handle issues relating to prepaid wireless funding of E-9-1-1 services. Attachment 4 to this report is a summary of our review of state statues and operations. 
C.
Major Questions Raised During the Committee’s Consideration of LD 1418
The following four major questions surfaced during the Committee’s 

consideration of LD 1418.  

· Is there a fundamental difference between prepaid and postpaid wireless service that justifies different treatment under the E-9-1-1 funding law?

· Is there a justification for amending the current law governing the E-9-1-1 surcharge on prepaid wireless service?

· If the law should be amended, how should the surcharge on prepaid wireless service be quantified?

· If the law should be amended, how should the surcharge on prepaid wireless service be collected?
This report will address and answer each of these major questions.
III. WIRELESS PROVIDERS IN MAINE 
A.
Regulation of the Wireless Industry  
The cellular industry, which includes both prepaid and postpaid wireless providers, is essentially unregulated.  In 1994, the Federal Communications Commission (FCC) determined that wireless providers were not voluntarily providing access to the E-9-1-1 system.  The FCC subsequently required that cellular telephones provide various location data and other emergency information along with an interface into E-9-1-1 PSAPs.  
For the most part, the Maine Commission has no oversight responsibility over wireless providers. The only generally applicable reporting requirements for wireless service providers in Maine relate to funding the E-9-1-1 system and are found in 25 M.R.S.A. §2927.  
With the exception of the FCC required E-9-1-1 interface, and the E-9-1-1 fund reporting requirement, cellular communications is a very competitive, unregulated market, and additional information about wireless service providers is generally considered to be proprietary in nature. The lack of oversight responsibility, limited reporting requirements and proprietary status of wireless provider information make it difficult to obtain details about the operations of wireless providers.
B.
Background Information on Prepaid Wireless Service
There are two types of wireless providers in Maine: postpaid wireless providers who bill their subscribers on a monthly basis for calls that have already been made and prepaid wireless providers who require their subscribers to pay in advance of receiving service.  As noted above, subscribers to postpaid wireless services in Maine are already paying into the E-9-1-1 fund.   Therefore, this report does not focus on postpaid wireless service providers and our proposed amendment recommended in this report does not alter the requirements for postpaid subscribers. 
Based on published information and trade journal reports, we understand that TracFone is the largest prepaid wireless provider in the United States with over 4.9 million subscribers.  Unlike most other large wireless providers, TracFone does not have access to, nor does it operate or control, carrier switches. Instead, TracFone resells wireless service through a prepaid method from over thirty facilities-based wireless carriers across the nation. Telemac Cellular Corp. originally designed the technology used by TracFone for cellular rental services. This technology is atypical for the prepaid wireless industry because the actual account information is stored wholly in the phone itself.  When a TracFone subscriber activates his/her phone, the user does so manually. Although the subscriber must contact TracFone customer service to activate the phone, this is done only to receive activation codes that the user then enters manually in the phone. TracFone does not activate the phone directly. 

Prepaid wireless service is frequently associated with the purchase of a card by the subscriber. It is important to distinguish a prepaid wireless card from the typical prepaid access card. There are various styles and types of prepaid access cards, which are commonly referred to as a retail “gift” card, phone card, calling card, long distance phone card or stored value card. These cards have a validation identifier and a specific monetary value within the magnetic swipe strip on the back of the card. These access cards retain any unused value after a purchase until such time the total card value is used.

Prepaid wireless cards are different from prepaid access cards in several significant ways.  Prepaid wireless cards do not store information on a magnetic swipe strip and have no monetary value that is tracked by the card during its usage.   Prepaid wireless cards are not required to be inserted into or swiped on the cell phone and are used solely to provide the purchaser with a validation number for prepaid wireless telephone activation.   This validation number may be provided to the prepaid wireless provider over the internet or through a voice telephone conversation.  Prepaid wireless cards may be purchased at retail stores such as Radio Shack or Wal-Mart. In addition, some wireless providers operate their own retail stores at which their prepaid wireless cards may be purchased.   
C.
Estimated Number of Prepaid Wireless Subscribers in Maine
It is difficult to estimate the number of prepaid wireless subscribers in Maine because providers do not currently report this information to any state or federal agency.  We do know that, due to the nature of the service, the number of prepaid wireless subscribers may vary significantly from month to month.  In addition, from the trade press and other anecdotal information, we understand that prepaid service is becoming more popular and that the number of prepaid subscribers is growing. 
We believe that a reasonable, conservative estimate for the current number of prepaid wireless subscribers in Maine is 100,000. This estimate is based on the following limited information.  In the past, TracFone did provide subscriber information to the ESCB on a monthly basis. The highest number of Maine subscribers reported by TracFone for any month was 70,392 for the month of January 2005. The second highest number was 54,038 for the month of December 2004.  During the hearing and work session on LD 1418, the ESCB suggested that 10,000 was a reasonable estimate for the number of Maine  subscribers for each of the other five prepaid wireless providers operating in the State.  Responses from the providers suggested that this number was likely low.  For the purposes of this report, we have assumed 50,000 prepaid wireless subscribers for TracFone and 10,000 for each of the remaining five providers, for a total of 100,000.  We emphasize that this is a very conservative estimate and that the actual number is probably higher. If the ESCB’s proposed amendment to the E-9-1-1 funding law were enacted, each prepaid wireless provider would be required by § 2927(1-B) to report its total number of prepaid wireless subscribers on a monthly basis. 

D.
Prepaid Wireless Providers Operating in Maine
There are six prepaid wireless service providers in Maine. The ESCB conducted a survey of these providers to gather information about the various wireless plans that are available in Maine.  The results of the survey are summarized below.

1.
TracFone.  TracFone is the largest digital prepaid wireless provider in the country.  TracFone presents itself as a company that often appeals to the low-income, the elderly, young people, students, and the “credit impaired.”  TracFone offers the following plans in Maine:
· $19.99 (40 minutes) expires in 60 days

· $29.99 (100 minutes) expires in 60 days

· $49.99 (200 minutes) expires in 60 days

· $79.99 (400 minutes) expires in 60 days

· $89.99 (150 minutes) expires in 365 days

· $14.99 per month – automatically charged to credit card

2.
Verizon Wireless. Verizon Wireless offers prepaid service that requires a subscriber to pay an activation fee and “refill” the phone with prepaid minutes by purchasing Verizon Wireless refill cards. Verizon Wireless service deducts $0.99 per day for the prepaid service when calling within the “Impulse Rate & Coverage Area.” All other calls cost $0.10 a minute. Fifty dollars of service is included with the purchase of the actual mobile phone.  Verizon Wireless offers the following plans in Maine:
· $15 - $29.99 expires in 30 days

· $30 - $74.99 expires in 60 days

· $75 - $149.99 expires in 90 days

· $150 and above expires in 120 days

3.
Cingular.  Cingular’s prepaid plans either charge $0.10 or $0.25 per minute with the first option including a $1.00 daily access charge on days the phone is used. There are additional charges for long distance and calls to Canada and Mexico. Service will expire depending on the value of the account deposits purchased. The following options are available from Cingular in Maine:
· Cards less than $25 expire in 30 days

· Cards $25-$75 expire in 90 days

· Cards $100 or greater expire in 180 days
4.
US Cellular.  US Cellular’s plans charge $0.40 per minute with a $30 activation fee. US Cellular’s Trackerpack plan uses monthly charges with an allotment of time that must be used within thirty days. US Cellular’s Trackerflex plan requires the user to refill the account every 60 days, but the balance from the previous period will roll over into the following balance period. US Cellular’s plans charge monthly fees with the option to refill minutes. (Minimum of $15) US Cellular offers the following options in Maine:
· Tracker Pack
· $40 with 400 minutes, expires in 30 days

· $50 with 500 minutes, expires in 30 days

· $75 with 750 minutes, expires in 30 days

· $100 with 1000 minutes, expires in 30 days
· Trackerflex
· $100 with no initial minutes, expires in 60 days (balance may rollover)

5.
Unicel.  Unicel offers prepaid service in Maine with its SmartPay Plan. Customers are charged a monthly fee and receive a set amount of minutes with the option to purchase more minutes. The following options are available from Unicel:
· 25 Minutes - $9.99 ($0.35 per additional minute)

· 50 Minutes - $17.99 ($0.30 per additional minute)

· 100 Minutes - $27.99 ($0.25 per additional minute)

· Smart Minute – No monthly Fee ($0.49 per minute)

6.
Onstar.  Onstar provides a hands-free calling service for its customers. The service is prepaid annually with the option to purchase more minutes. The available plans from Onstar in Maine are as follows:
· 30 minutes – $13.99

· 100 minutes - $39.99

· 300 minutes - $114.99

· 500 minutes - $174.99

· 1,000 minutes – $299.99



IV. IS THERE A FUNDAMENTAL DIFFERENCE IN THE SERVICE PROVIDED BY PREPAID AND POSTPAID WIRELESS PROVIDERS THAT JUSTIFIES DIFFERENT TREATMENT UNDER THE E-9-1-1 FUNDING LAW?
The ESCB believes the answer to this question is “no.” During the hearing on LD 1418, TracFone asserted that the prepaid wireless service it provides is “fundamentally different” from traditional postpaid wireless because (1) TackFone issues no bills, (2) the service is sold through a third-party retailer and (3) the service is sold as airtime cards measured in units or minutes of use, rather by monthly contracts.  TracFone argued that these differences make it impossible for prepaid wireless providers to comply with the existing E-9-1-1 funding law, which is written to assess subscribers who are billed on a monthly basis. 
TracFone is correct that there are differences in the way prepaid and postpaid wireless service is provided.  The question is: Should these differences result in postpaid wireless customers paying an E-9-1-1 surcharge and prepaid customers being exempted from a comparable surcharge?  The ESCB believes that for the purposes of E-9-1-1 funding, the only significant difference between prepaid and postpaid wireless services is that the former bills before the service is provided and the latter bills after the service is provided. The nature of the service provided by prepaid and postpaid wireless providers is essentially the same.  The E-9-1-1 system is designed to work for any customer of any telephony service in the State, including prepaid wireless customers. The ESCB believes that all telephone customers, including prepaid wireless customers, should contribute to the costs of the E-9-1-1 system.
V.
IS THERE A JUSTIFICATION FOR AMENDING THE CURRENT 
E-9-1-1 FUNDING LAW?

The ESCB believes the answer to this question is “yes.”  There are two basic reasons for changing the existing law to make sure that subscribers to prepaid wireless services contribute to the E-9-1-1 fund.  First, it is unfair that postpaid and prepaid wireless customers are treated differently.  As noted above, both receive essentially the same service and both benefit equally from the E-9-1-1 system.  Under the current law, prepaid customers are being subsidized by all other customers who are contributing to the E-9-1-1 fund.  In addition, the providers of prepaid wireless services are receiving a competitive advantage over the providers of services whose subscribers are paying for the E-9-1-1 system.  Equity requires that (1) the current E-9-1-1 funding law be changed to treat subscribers of prepaid and postpaid services fairly and (2) prepaid and postpaid service providers compete on a level playing field.  To the best of the ESCB’s knowledge, none of the prepaid service providers who participated in the Committee’s consideration of LD 1418 opposed the concept that both prepaid and postpaid subscribers should contribute to the E-9-1-1 fund. 

The second reason for changing the current E-9-1-1 funding law is that doing so will increase the level of revenues coming into the fund to help meet the needs of the E-9-1-1 system. This additional source of revenues will keep the surcharge as low as possible by reducing the need for future increases in the surcharge amount for all other subscribers.  As discussed above, a conservative estimate for the number of prepaid wireless subscribers in Maine is 100,000. A 50 cent/month surcharge on these subscribers would produce $50,000/month and $600,000/year in revenues for the E-9-1-1 fund. This is a substantial contribution to the E-9-1-1 fund that, if realized, could significantly delay the need for an increase in the surcharge amount for all contributors to the fund.  

TracFone is correct that the current E-9-1-1 funding law focuses on customers who are billed after service is provided and on a monthly basis.  The current law raises administrative and compliance issues that make assessing a surcharge on subscribers of prepaid wireless service problematic. The challenge is to create a surcharge mechanism that is (1) fair to both subscribers and service providers and (2) workable.
VI.
ALTERNATIVE SURCHARGE MECHANISMS


A.
Limitations of Existing E-9-1-1 Funding Law


It is important to remember that the current E-9-1-1 law has evolved over time.  When the initial statewide E-9-1-1 surcharge was created in 1993, many of today’s telephone technologies, such as prepaid wireless service, did not exist.  The E-9-1-1 funding law has evolved as the associated technologies have evolved.  In fact, § 2927 has been amended 13 times since it was enacted in 1993. It is therefore not surprising that the current law contains anachronistic language that makes its applicability to evolving technologies problematic.



During the Committee’s consideration of LD 1418 last year, several prepaid wireless providers pointed out aspects of the existing law that impede the collection of the E-9-1-1 surcharge from prepaid wireless subscribers.  For instance, § 2927(1-B) currently provides that the surcharge must be (1) billed on a monthly basis and (2) shown as a separate charge on the customer’s bill.  The prepaid wireless providers assert that each of these requirements is not applicable in the prepaid wireless context because their subscribers are not billed on a monthly basis. 
Another aspect of the existing law that raises issues about its 
applicability to prepaid wireless service subscribers is the provision in § 2927(1-B) that requires that the “E-9-1-1 surcharge may not be imposed on more than 25 lines or numbers per customer billing account.”  This requirement was initially included in the law in response to Private Branch Exchange (PBX) and Centrex technologies which deliver telephone conductivity to larger users/businesses of telephone service through “trunking.”  “Trunking” allows for access to many more telephone numbers over two wires because it moves the equivalent of the telephone company hardware onto the business site or uses the telephone company’s PBX at the telephone company central office location. In other words, trunking does not represent a one-for-one telephone number equivalent of a standard business line or number and generally accounts for more than 25 lines or numbers. At the time the “25 lines or numbers per customer billing account” limitation was incorporated into § 2927(1-B), the Legislature determined that such systems should not have to pay the E-9-1-1 surcharge on any more than 25 lines or numbers.
 


The “25 lines or numbers per customer billing account” limitation in § 2927(1-B) is significant in the prepaid wireless context because TracFone has asserted that the limiting language should also apply to TracFone.  TracFone notes that it does not operate or control any wireless carrier telephone switching equipment and consequently is billed usage from the six wireless carriers doing business in Maine. TracFone asserts that it is a “customer” of the six wireless carriers and that it should only have to pay for 25 lines or numbers relating to the customer billing account it has with each of these six wireless providers.  Thus, according to TracFone, the “25 lines or numbers per customer billing account” limitation in current law limits TracFone’s E-9-1-1 funding requirement to $75.00 per month (25 lines  x  50 cents  x  6 customer billing accounts  = $75.00), regardless of how many subscribers TracFone has.  As discussed below, the ESCB recommends that the law be amended to make sure that all prepaid wireless subscribers, including those of TracFone, pay the same surcharge paid by postpaid wireless subscribers. 
B. State-By-State Review of E-9-1-1 Funding Mechanisms for Prepaid Wireless Providers
The issue of E-9-1-1 funding by subscribers of prepaid wireless 
services is not unique to Maine.  Each state has addressed this issue in the past and many states are currently re-evaluating the way their laws should address this issue.  In response to the Resolve passed by this Committee last session, the ESCB conducted an extensive review of how other states have answered questions relating to E-9-1-1 funding by subscribers of prepaid wireless services.  Attachment 4 to this report is a state-by-state summary of the results of our review. For each state included in Attachment 4
, we (1) indicate whether the state requires subscribers to prepaid wireless services to contribute to the state’s E-9-1-1 fund, (2) provide information on any pending action in the state regarding this issue, including text from pending legislation, (3) include relevant information about compliance and enforcement issues and (4) provide the text of relevant statutes.


Attachment 4 was compiled during the summer of 2005.  At that time, the following 17 states had enacted legislation that requires subscribers of prepaid wireless providers to fund the state’s E-9-1-1 system: Alabama, California, Florida, Illinois, Indiana, Iowa, Kansas, Maryland, Minnesota, Montana, Ohio, Pennsylvania, South Carolina, Tennessee, Virginia, Washington and Wisconsin.  Several other states, including Maine, are currently considering or reconsidering the issue.

As described in Attachment 4, the 17 states with prepaid wireless laws have adopted a variety of methods for ensuring that the subscribers of prepaid wireless providers contribute to the state’s E-9-1-1 fund.  Our interviews indicated that states were having varying degrees of success on compliance and enforcement issues.  Because of the variety of implementation methods and the varying lengths of time those mechanisms have been in effect, it is difficult to draw any definitive conclusions about which existing mechanism or combination of mechanisms is the best. However, one general conclusion can be drawn from our state-by-state survey: the most commonly used mechanism is the model that has been developed by Tennessee.  Of the 17 states that require subscribers of prepaid wireless service to contribute to the state’s E-9-1-1 fund, the following five states employ the Tennessee model in their statutes: Tennessee, Iowa, Ohio, Virginia and Wisconsin. In addition, Rhode Island and South Carolina are considering adopting the Tennessee model.  
C. Tennessee Model

The Tennessee Method places the burden of collecting the surcharge on subscribers of prepaid wireless service providers on the provider.  The Tennessee model offers two collection options for the prepaid wireless provider.  The first requires the prepaid wireless provider to “collect, on a monthly basis, the service charge from each active prepaid customer whose account balance is equal to or greater than the service charge.”  This option does not specify how the surcharge will be assessed or whether it will be collected at the point of sale or in some other fashion.  The option simply requires the prepaid wireless provider to collect the surcharge.

The second option offered by the Tennessee model focuses on calculating the number of subscribers.  Presumably, this option was created in response to concerns raised by prepaid wireless service providers in Tennessee about (1) the difficulty in determining the number of prepaid wireless subscribers who should pay the surcharge and (2) the many problems associated with collecting the surcharge.  This second option in the Tennessee model uses a formula to estimate how many of the prepaid wireless provider’s subscribers should be assessed a surcharge in a given month. This method divides the provider’s total intrastate monthly revenues by the average revenue per user (ARPU) of the wireless industry.  The Tennessee model uses $50 as the monthly ARPU, which represents an estimate for the national average for monthly wireless revenues. The result is the estimated number of subscribers for the month.  This number of subscribers is then multiplied by the subscriber surcharge amount, which results in an overall amount that the wireless provider must pay to the E-9-1-1 fund for the month in question.  
ILLUSTRATION:

Formula:


Monthly Intrastate Revenue
=
Number of Subscribers




ARPU

Number of Subscribers   x  Surcharge  = Amount paid to E-9-1-1 Fund by 

Prepaid Wireless Provider

Assumptions: 

Monthly intrastate revenue = $500,000



ARPU = $50



Surcharge = 50 cents

Calculation:


$500,000   =   10,000



     $50



10,000  x  0.50  =  $5,000

The Tennessee model is relatively straightforward.  It directs the prepaid wireless provider to collect the monthly surcharge from its subscribers.  If the prepaid wireless provider is unable or unwilling to collect this amount from its subscribers under the first option provided by the Tennessee model, the Tennessee model includes the above-described formula by which the prepaid wireless provider can calculate the amount it must pay into the E-9-1-1- fund.  As noted above, five of the 17 states that have laws requiring subscribers of prepaid wireless service providers to contribute to the state’s E-9-1-1 fund use the Tennessee model.  At the time we conducted our state-by-state survey, two additional states were considering adopting it. 
The ESCB believes the Tennessee model provides a sound basis for assessing a surcharge on subscribers to prepaid wireless services in Maine.  However, for the reasons described below, the ESCB believes the Tennessee model can be improved upon in two significant ways. 

D.
ESCB Recommended Amendment to Maine’s E-9-1-1 Funding Law

The ESCB recommends two changes to the Tennessee model that 

are reflected in our proposed amendment to  25 M.R.S.A. § 2927 (Attachment 2).  First, the Tennessee model uses $50 for the Average Revenue Per Customer (APRU) in its formula for calculating the number of subscribers and the corresponding amount owed to the E-9-1-1 fund under the formula.   This $50 figure is based on the revenue per user for the entire wireless industry as a whole as reported by the Cellular Telephone Industry Association (CTIA).  Our research suggests that the monthly bill for average prepaid wireless subscriber is considerably less than the $50 amount determined by CTIA and used in the Tennessee formula.  For instance, our review of the web site of America Movil, the parent company of TracFone, indicates that for the second quarter of 2004, the ARPU for all TracFone subscribers was $15.00 and for the second quarter 2005, it was $14.00.  In light of this apparent discrepancy, our proposed amendment does not incorporate the $50 ARPU amount used in the Tennessee model and instead requires the prepaid wireless provider to use its actual ARPU for calculating the number of its Maine subscribers and the corresponding amount owed to the Maine E-9-1-1 fund under the formula.   Our research indicates that all of the prepaid wireless providers operating in Maine are able to calculate their Average Revenue Per User because they must include their ARPU in determining their stock price/rating and the overall value of their company. 



The revenue impact of this shift from the $50 ARPU figure in the Tennessee model to the actual ARPU amount used in our proposed amendment could be substantial.  The following chart illustrates the potential revenue effects from the use of different ARPU amounts.
	
	# Subscribers


	ARPU of $50

	ARPU of $25


	ARPU of $15



	TracFone
	50,000/month
	$7,500
	$15,000
	$25,000

	 5 Other Carriers
	                                  50,000/month
	            $7,500
	            $15,000
	         $25,000

	
	
	
	
	

	
	
	
	
	

	
	Total Yearly for Six (Estimated)
	$180,000
	$360,000
	$600,000




The second difference between our proposed amendment and the Tennessee model is that our amendment includes an additional option for a prepaid wireless provider to collect the surcharge from its subscribers.  Our research indicates that prepaid wireless providers in Maine operate in many different ways and offer many different plans.  For instance, some wireless providers own their own facilities while others do not.  Some wireless providers sell their services through stores that they own and operate, others do not.  These differences among Maine’s prepaid wireless providers explain why these providers do not agree on how § 2927 should be amended to provide for E-9-1-1 funding by their subscribers.  In an effort to accommodate as many of these differences as possible, we have tried to create a flexible mechanism that would allow each of Maine’s prepaid wireless providers to use the option, or combination of options, that is best matched to the nature of its organization and operation.  We have therefore included three options in our proposed amendment, rather than the two in the Tennessee model.  Our proposed amendment allows the prepaid wireless provider to either collect the surcharge from its subscribers at the beginning of each month or at the point of sale.  If neither of these options is feasible, the proposed amendment would allow the prepaid wireless provider to determine the amount it must remit to the E-9-1-1 fund based on the ARPU calculation described above.  Our proposed amendment allows the prepaid wireless provider to select the method that is best suited to the provider’s unique circumstances.


The ESCB’s proposed amendment includes two additional features that deserve note.  First, the proposed amendment makes it clear that the E-9-1-1 funding requirement applies to the subscribers of prepaid wireless services by adding the phrase “including prepaid wireless telephone service” at several places in § 2927 and by adding a definition of prepaid wireless telephone service in 25 M.R.S.A. § 2921.  Second, we have added a sentence to § 2927(1-B) to make it clear that the “25 lines or numbers per customer billing account” limitation discussed in section VI(A) above, does not apply to prepaid wireless providers.
VII. CONTRIBUTION BY SUBSCRIBERS OF PREPAID WIRELESS SERVICE TO MTEAF AND MUSF 
Resolves 2005, Chapter 62, directed the ESCB to consider equity in 

funding issues relating to subscribers of prepaid wireless services and the Maine Universal Service Fund (MUSF) and the Maine Telecommunications Education Assessment Fund (MTEAF).  We have reviewed existing law relating to the MUSF and the MTEAF and recommend no changes to those laws at this time. 
Current law directs the Commission to establish through rule the assessment requirements relating to MTEAF and MUSF, and establishes guidelines for determining those requirements.  Chapters 285 and 288 of the Commission's Rules establish assessment procedures, including requirements for mobile telecommunications providers.  While the rules do not explicitly refer to revenues obtained from prepaid wireless service, the terms of the rule do not exclude those services. Should it become necessary to revise language regarding prepaid wireless service in the context of MTEAF and MUSF, the Commission has the authority to do so through the rulemaking process.    
� The current law governing E-9-1-1 funding is codified at 25 M.R.S.A. § 2927. A copy of section 2927 is attached to this report as Attachment 1. 





� Resolves 2005, ch. 62. A copy of the Resolve is included as Attachment 3 to this report.


� There are different types of long distance calling cards.  For instance, there are some long distance calling cards that do not use a magnetic strip, but do include a pin number that is used by the card holder to place long distance phone calls.


� This summary is based on survey conducted by the ESCB during the summer of 2005.  The specific terms of the various plans discussed in the summary may have changed or evolved since the survey was conducted.  


� The Commission is aware that there are other new technologies, such as Voice Over Internet Protocol, that raise questions about the applicability of E-9-1-1- funding requirements to the subscribers of those services. We have not discussed those technologies in this report because they were not addressed in LD 1418 and we believe are therefore beyond the scope of this report.  


� Some may argue that the existing “25 lines or numbers per customer billing account” limitation should be reconsidered by the Legislature because it exempts large users from paying their fair share into the E-9-1-1 fund and results in low-volume users paying a disproportion share of the costs.  We have not addressed that issue here because it is beyond the scope of LD 1418 and this report. 


� The information in Attachment 4 is a compilation of information gathered through telephone interviews and internet searches. Because we were not able to gather clear or complete information regarding the applicable laws and practices in New York and North Dakota, we have not included those states in the summary. 
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