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Staff Response to Item 2 of Office of Public Counsel's March 11, 2003 Filing

COMES NOW the Staff of the Missouri Public Service Commission (Staff) and makes its Response to Item 2 of Office of Public Counsel's March 11, 2003 Filing as follows:


1.
The Office of the Public Counsel (OPC) in paragraph 2 of its comments included 8 items titled “Additional Data To Consider” as follows:

Additional Data To Consider.   The PSC annual review of the adequacy of the surcharge for the Deaf Relay Service and Equipment Distribution Program Fund should be based on all relevant information relating to the anticipated revenue and expenditures for the fund. These projections should include not only projected revenues and expenditures, but also should contain significant data that underlie those projections that can be used to evaluate and revise those projections.   In particular, the PSC should have the following data:

1) The  number of access lines that generate the revenue for the fund at present;

2) The number of access lines projected for at least the next year

3) The projected payments into the fund and the number of lines on which each company is basing its monthly payment. 

4) A projection of the number of relay calls based on history

5) The historical average cost per call paid from the fund, including the monthly payment to the TRS contractor

6) A reasonable adjustment to estimated relay calls for any anticipated use stimulation

7) An estimate in the increase in the contractor's payments in anticipation of new contract or addition of new or expanded services. This should also include any known timing of major expenditures in any quarter or month to consider cashflow.

8) The anticipated appropriation for equipment program and the anticipated actual outlays based on history adjusted by anticipated increases in level of program costs. This should also include any known timing of major expenditures in any quarter or month to consider cashflow.

With this information, the Commission should have a better insight into the factors that affect revenue and expenditure and the source of any significant changes in current levels that should be considered.

2.
Staff realized the Commission was under a very tight time frame and therefore made its initial response one day after OPC’s filing on March 12, 2003.  Staff response to OPC Additional Data To Consider was contained in paragraph 3 of its filing as follows:

Additionally, OPC in paragraph 2 of its comments has included 8 items seeming to indicate that the “additional data to consider” was either not gathered by Staff, or not considered in Staff’s recommendation.  To the contrary, Staff considered the data listed where ascertainable and relevant.  More specifically Staff considered the data in items 1 through 5.  As to item 6, Staff did not attempt to estimate “anticipated use stimulation” of relay, beyond looking at the general trend of usage.  Staff is unaware of an “anticipated use stimulation” study.  As to item 7, Staff did not attempt to anticipate increases in relay provider costs as this may stimulate increases in proposed vendor bids.  As to item 8, Staff did consider both the actual usage and appropriations of the equipment program, but used appropriated numbers as the anticipated budget of the program as called for in section 209.259.2.

3. The Commission in its Report and Order directed Staff to file a more thorough response to item 2 of the Public Counsel’s March 11, 2003 filing.  

4.
In response to the Commission’s Report and Order issued March 27, 2003, the Staff of the Telecommunications Department (Staff) submits the following responses to the Office of the Public Counsel’s March 11, 2003 filing:

1) OPC:  The PSC should have the number of access lines that generate the revenue for the fund at present.

Staff only has approximate access line quantities.  The statutory requirement given in Section 209.255 RSMo 2000 of limiting the charge to 100 lines for large business customers complicates the determination of the number of access lines that generate the revenue for the fund.  Access line quantities can be derived based on revenue generated from the fund.  As Staff created projected revenues, the projected line counts would be calculated by dividing the revenue by the surcharge amount.  The importance of the line numbers is in its projected increase or decrease, which if the surcharge estimate is a constant, is represented by the projected increase or decrease in revenue, which Staff showed in its recommendation.

2) OPC:  The PSC should have the number of access lines projected for at least the next year.

See Staff response to Item No. 1.  Future access lines projections are, when possible, based upon regression analysis.  Staff attempted a regression analysis in its initial recommendation.  

3) OPC:  the PSC should have the projected payments into the fund and the number of lines on which each company is basing its monthly payment.

Staff has not required companies to project payments into the fund.  Staff has concerns regarding such a requirement, including the accuracy of such company projections.  While Staff did not require projections from individual companies, Staff did project future payments into the fund in its recommendation. 

4) OPC:  The PSC should have a projection of the number of relay calls based on history.

Staff receives reports of the number of relay calls placed each month, however, a projection of the number of relay calls is irrelevant.  The number of calls is not significant since the monthly minutes of use are the basis upon which the relay service provider is reimbursed.  

5) OPC:  The PSC should have the historical average cost per call paid from the fund, including the monthly payment to the TRS contractor.

See response to Item No. 4.  In Staff’s opinion, the historical average cost per call is irrelevant since payment to the relay contractor is based upon minutes of use.

6) OPC:  The PSC should have a reasonable adjustment to estimated relay calls for any anticipated use stimulation.

Staff is not aware of an “anticipated use stimulation.” An “anticipated use stimulation” is not required by the provider under the current request for proposals for relay and was not required in past contracts.  In this respect Staff does not have a way to project any adjustment to relay calls based upon such unknown information.

7) OPC:  The PSC should have an estimate in the increase in the contractor’s payments in anticipation of new contract or addition of new or expanded services.  This should also include any known timing of major expenditures in any quarter or month to consider cash flow.

In most years, an estimate of the contractor’s payments in the anticipation of the addition of new or expanded services is not necessary, as such payments are controlled by the contract between the state of Missouri and the contractor.  Additionally, Staff attempted to time its recommendation in the instant case so that a surcharge rate could be set soon after the new contract became effective, to minimize the effects of the unknown cost on the fund.  Most other changes in the costs of relay service are dictated by the Federal Communications Commission (FCC); and such changes in costs are taken into account in setting the relay surcharge when those costs are known and measurable.  Since the payments are based upon contractual per minute rates, there are normally no “major expenditures” to consider.  Also, the Commission discussed the possible negative effect of attempting to predict increases in provider costs before the bids were submitted, as it may cause an incentive for the bids to be higher.  (March 3, 2003 On-The-Record Presentation, Tr. p. 9 lines 17-23 and answers which follow.)

8) OPC:  The PSC should have the anticipated appropriation for equipment program and the anticipated actual outlays base on history adjusted by anticipated increases in the level of program costs.  This should also include any known timing of major expenditures in any quarter or month to consider cash flow.

Staff had and used the anticipated appropriation for the equipment program from the approved HB7.  Any information of known and anticipated major expenditures would likely have been included in the requested appropriation.  Using the fully appropriated amount for the program accounts for possible major expenditures, as the program would not be allowed to spend beyond its appropriation.  The Commission is charged with ensuring adequate funds are available for the operation of relay service and the equipment program.  Staff believes the Commission must ensure adequate funding for the appropriated amount for the equipment program.  Attempting to fund the equipment program based on historical fund outlays may result in a funding shortfall.  


WHEREFORE, the Staff responds to Item 2 of Office of Public Counsel's March 11, 2003 filing.
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