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GOVERNOR'S OFFICE OF -
BUDGET AND PROGRAM PLANNING

Bill # HB0509 Title: Provide for prepaid wireless 911 service charge
[Primary Sponsor: [ Regier, Keith | |Status: | As Amended in House Committee

O Significant Local Gov Impact Needs to be included in HB 2 Technical Concerns

O Included inthe Executive Budget [ Significant Long- Term Impacts O Dedicated Revenue Form Attached

FISCAL SUMMARY

FY 2014 FY 2015 FY 2016 FY 2017
Difference Difference Difference Difference

Expenditures:

General Fund $33,000 $0 $0 $0
Revenue:

General Fund $0 $0 $0 $0

State Special Revenue ($62,100) ($28,402) ($28,402) ($28,402)
Net Impact-General Fund Balance: ($33,000) $0 $0 $0

Description of fiscal impact: HB 509, as amended, changes how 9-1-1 fees are collected for prepaid wireless
service bought at retail businesses. It requires those businesses to collect 9-1-1 fees from subscribers and remit
the collections quarterly to the Department of Revenue for deposit in the 9-1-1 accounts. The bill provides
compensation of up to $300 from the 9-1-1 collections made by these retailers for the first quarter of
implementation of the bill. For each quarter thereafter, retailers receive compensation of 5% of the 9-1-1 fees
collected.

FISCAL ANALYSIS

Assumptions:
1. Under current law, in order to support the 9-1-1 system, a fee of $1.00 is collected from subscribers by

providers of access line services for each subscriber access line. Twenty-five cents per month is collected in
order to support basic 9-1-1 services, 25 cents per month is collected to support enhanced 9-1-1 services,
and 50 cents per month is collected to support wireless enhanced 9-1-1 services. Under current law,
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10.

providers must file a quarterly return and remit the 9-1-1 fee collections to the Department of Revenue. Out
of the total collected, 2.74% is deposited in the state revenue fund to be used for administration of the
Emergency Telephone System account. The remainder is distributed in accordance with state law (10-4-
301, MCA) to fund the various activities necessary to maintain the 9-1-1 system.

HB 509, as amended, revises state law with respect to prepaid wireless service providers. HB 509 amended
requires sellers, as well as providers, of prepaid wireless service to collect and remit the prepaid wireless 9-
1-1 fee to the Department of Revenue for distribution to the 9-1-1 program. This fiscal note assumes that if
the service is purchased at a retail establishment, the retail seller will collect the 9-1-1 fee from the
consumer and remit quarterly to the Department of Revenue (DOR). It also assumes that if the consumer
purchases the prepaid wireless service (additional minutes) for their wireless phone directly from the service
provider using a credit card or debit card or other means, the service provider will collect and remit the 9-1-
1 fees directly to the department.

HB 509, as amended, gives sellers the right to deduct and retain up to $300 in 9-1-1 fees for the first quarter
of calendar year 2014. For subsequent quarters, sellers can deduct and retain 5% of the fee for each prepaid
wireless transaction. It sets forth the distribution of prepaid wireless 9-1-1 fees for administering the 9-1-1
program in the Department of Administration.

Montana does not have a general sales tax so the number of retail sellers of prepaid wireless cards is not
known. However, through a state library contract with a private company, there is data on businesses
operating in the state by business line. According to that database, there are about 2,200 retail trade
businesses who might be sellers of prepaid wireless cards in Montana. The retail trade categories selected
include general merchandise stores (not including department stores), grocery stores and miscellaneous food
stores, gasoline service stations, drug stores, liquor stores, tobacco stores and stands, and news dealers and
newsstands. For purposes of this fiscal note, it is assumed that a quarter of these businesses, or 550, are
selling prepaid wireless cards and will need to file quarterly reports and remit 9-1-1 fees to the department.
The distribution of pre-paid cards sold, and 9-1-1 fees collected, by businesses each quarter is not known.
The bill as amended allows sellers to retain up to $300 in 9-1-1 fees in the first quarter, but it is likely that
some sellers do not sell enough pre-paid wireless cards to collect $300 in 9-1-1 fees. For purposes of this
fiscal note, it is assumed that average first quarter compensation to sellers will be one-third of $300, or
$100. Therefore, the revenue reduction due to the compensation to sellers in the first quarter of 2014 is
$55,000 (550 times $100).

The FCC reports that nationwide, about 22% of all wireless subscribers are using prepaid wireless (see the
Annual Report and Analysis of Competitive Market Conditions with Respect to Mobile Wireless, Including
Commercial Mobile Services, Fifteen Report, Federal Communications Commission, June 27, 2011).
Industry indicates there are currently 671,328 billed wireless subscribers in Montana. If the nationwide
average cited by the FCC is assumed to apply in Montana, then there are 189,349 prepaid wireless
subscribers in Montana. If the sellers of prepaid wireless service are compensated with 5% of 9-1-1
revenues, or 5 cents per subscriber, this reduces 9-1-1 state special revenue by $9,467. However a
substantial share of these subscribers purchase prepaid service directly from the pre-paid wireless provider,
not a retail store. For purposes of this fiscal note, it is assumed half of the prepaid service is purchased this
way, therefore the estimated cost is assumed to be half, or $4,734.

DOR does not have information on how often in Montana prepaid wireless service subscribers purchase
service, but for purposes of this fiscal note it is assumed that these subscribers make purchases of service
every two months. If subscribers of prepaid wireless service make six purchases per year at retail stores,
then the total state special revenue loss is $28,402 (6 times $4,734).

Under current state law and regulations, all providers, including providers of prepaid wireless service, are
required to remit appropriate 9-1-1 fees on subscriber access lines. To the extent that providers may not be
remitting the proper 9-1-1 fees, this estimate of reduced revenues may over or understate the fiscal impact.

If passed, HB 509, as amended, is effective January 1, 2014. Taxpayers are required to report on and remit
collections quarterly. The returns and payments are due at or before the end of the month following the end

HB0509.02.docx
3/20/2013 Page 2 of 3



Fiscal Note Request — As Amended (continued)

of the quarter. The first quarter this will be effective is January-March 2014 and with payments made by the
end of April 2014, which is in FY 2014. Therefore, estimated revenues will be reduced $55,000 for the
third quarter of FY 2014.

11. The second quarter after implementation, April — June 2014 will also affect FY 2014 revenues. Therefore
the impact in the fourth quarter of FY 2014 will be one-quarter of the total estimated impact of the 5%
compensation, or $7,100. Total reduction in revenues in FY 2014 is estimated to be $62,100.

12. In FY 2015 and subsequent fiscal years, state special revenue is estimated to be reduced by $28,402.

13. DOR will incur additional contracted services costs of $33,000 for processing and programing modifications
and form changes in the department’s integrated tax system in FY 2014.

FY 2014 FY 2015 FY 2016 FY 2017
Difference Difference Difference Difference
Fiscal Impact:
Expenditures:
Operating Expenses $33,000 $0 $0 $0
TOTAL Expenditures $33,000 $0 $0 $0
Funding of Expenditures:
General Fund (01) $33,000 $0 $0 $0
TOTAL Funding of Exp. $33,000 $0 $0 $0
Revenues:
General Fund (01) $0 $0 $0 $0
State Special Revenue (02) ($62,100) ($28,402) ($28,402) ($28,402)
TOTAL Revenues ($62,100) ($28,402) ($28,402) ($28,402)
Net Impact to Fund Balance (Revenue minus Funding of Expenditures):
General Fund (01) ($33,000) $0 $0 $0
State Special Revenue (02) ($62,100) ($28,402) ($28,402) ($28,402)

Technical Notes:

1. The 9-1-1 fees are not collected on subscriber access lines of federal agencies, tribal entities or enrolled
members of tribes living on tribal lands. Based upon 2010 census data and employment data from IHS
Global Insight, these exemptions are assumed to reduce the number of subscriber lines by approximately
44,000. The fiscal note assumes that this has no effect on the costs of implementation.

Sponsor’s Initials Date Budget Director’s Initials Date
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