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Staff Response to Commissioner Questions From The March 3, 2003 On The Record Presentation

COMES NOW the Staff of the Missouri Public Service Commission (Staff) and responds to the questions from the Commissioners listed below as follows:

Question 1:  (Tr. p. 22, lines 3-7).  Does the Telecommunications Access Program (TAP) pay salaries of its employees through the fund?

Answer 1:  Yes, both salaries and fringe benefits are paid from the relay fund.  Please see HB7 and the Deaf Relay Services Fund 0559 summary for FY 2002, shown as Attachments 1 and 2, respectively.  HB7 on page 21 shows $188,131 of “personal service” appropriated for fiscal year 2003 and the fund summary for fiscal year 2002 shows $115,470.50 for “wages and personal service.”  The equipment distribution program (EDP) became the Adaptive Telephone Equipment Program (ATEP) program when responsibilities were transferred to the Department of Labor and Industrial Relations (DOLIR) per a memorandum of agreement.  ATEP became the telecommunications access program (TAP) when the program was transferred to DOLIR by A.L. 2000 S.B. 721.  

Question 2:  (Tr. p. 18, lines 21-24 & p. 22, lines 15-16).  What are the expenditures vs. the inputs for a month?

Answer 2:  Please see Attachment 3 showing expenditures vs. the inputs since April 2001, the first month when expenses began regularly exceeding receipts.

The assumptions used for the projected values were:  for receipts, the average for the eight months in this fiscal year (July 2002 through February 2003); relay expenses were projected based on an updated regression, showing expenditures decreasing by approximately $800 per month.  Expenditures for the TAP program were estimated at the appropriated amount of $2.7 million per year.  Staff believes these assumptions are necessarily conservative.  The table shows that the relay fund will deplete in September 2004, given no change in assumed expenditures and revenues.

Question 3:  (Tr. p. 26, lines 5-7).  Why the sudden drops in the fund (one million dollars at a time)?

Answer 3:  The sudden drops result from several months’ relay billings being processed through the fund in a given month(s), along with an ATEP payment.  The relay provider does not consistently send invoices each month, instead often sending the invoices for several months at once.  

Please see Attachment 4.

Question 4:  (Tr. p. 26, lines 20-21 & p. 33, lines 7-9).  What are the dates used as input for the regression?

Answer 4:  The dates used were July 1998 to August 2002 for the original regressions, and to January 2003 for the updates.  

Question 5:  (Tr. p. 31, lines 18-22).  What is the reason for the decrease in collections?  Is it solely due to loss of lines? 

Answer 5:  The proximate cause of any increase or decrease in surcharge receipts would be due to a change in the number of lines.  A company’s calculation of the surcharge amount is the number of lines times $0.09, less $30 or one percent, whichever is greater.  Comparing only the largest companies between calendar  year 2000 and calendar year 2001 (the most recent information available based upon the annual reports submitted to the Commission), there is a net decrease in lines that would account for a yearly decrease of approximately $38,500 in receipts.

Question 6:  (Tr. p. 36, lines 22-23).  Give your actual expenses for your Attachment 4 graph from the October 29, 2002 Staff recommendation.

Answer 6:  Please see Attachment 5, which includes a graphical representation of the actual expenses.

Question 7:  (Tr. p. 42, lines 2-4).  What are the potential changes in expenditures?

Answer 7:  There are several potential changes in expenditures.  The most significant is the relay service contract, which will be awarded July 1, 2003.  Additionally, expenses to the fund are dependent upon mandates from the Federal Communications Commission (FCC) regarding required services or levels of service.  The FCC, for instance, is currently contemplating whether video relay service and Internet Protocol Relay will be paid for from the interstate fund or by states.  Additionally, the TAP program could spend its full appropriated amount of $2.7 million.  

Question 8:  (Tr. p. 44, lines 5-9).  Where do we need the surcharge so that it will level off?  (Where will inputs match expenditures?)

Answer 8:  Since inputs (expenditures and the number of lines) are variable, there is no single surcharge amount that will produce a constant fund balance.  The month-by-month surcharge amount that would approximately equal expenses is shown in Attachment 3.  The average surcharge amount that would equal actual expenses since April 2001 through February 2003 is $0.13.  Going forward, to maintain a fund balance of $4,684,000 (which is the approximate February ending balance), and assuming expenses shown in the table, the required surcharge would be $0.17 through December 2004.   In other words, the expectation is that receipts would match expenses at a surcharge of $0.17.  Please see Attachment 3.

Question 9:  (Tr. p. 47, lines 15-17).  Are we to simply assure the fund is adequately funded or are we to ensure that the fund is being used correctly?

Answer 9:  Generally, this Commission is charged with providing a statewide dual-party relay system (deaf relay).  Section 209.253.1 RSMo 2000.  The Missouri assistive technology advisory council is charged with providing a statewide telecommunications equipment distribution program.  Section 209.253.2 RSMo 2000.  This Commission is given the task of establishing a rate recovery mechanism to recover the costs of implementing and maintaining the above programs and the limitations on a surcharge mechanism are given in section 209.255 RSMo 2000.  The surcharge is to be reviewed no more than annually, but no less often than every two years, and this Commission is to set the surcharge as to “assure available funds for the provision of the programs.”  Section 209.259 RSMo 2000.  New World Dictionary 85 (2d College Ed. 1980) defines “assure” as “to make (a doubtful thing) certain; guarantee”.  Staff’s recommendation is an attempt to guarantee that funding will be available for the next year of the deaf relay and the equipment distribution program.  

Chapter 209 does not give any oversight of the Missouri assistive technology advisory council or the statewide telecommunications equipment distribution program to this Commission.  Section 209.258.4 provides that the Missouri assistive technology advisory council will request its appropriations from the fund through the Department of Labor and Industrial Relations, so it is the Governor and General Assembly that oversee the annual spending authority of the program through the appropriations process.  In the same section, this Commission makes its request, through a separate budget line item, for “appropriations from the deaf relay service and equipment distribution program fund to deliver the dual-party relay service.”

Chapter 209 does not grant any specific rulemaking authority to this Commission, but does require the Commission to provide deaf relay, provide a recovery mechanism to recover the costs of both deaf relay and the equipment distribution program, and to determine an appropriate percentage that may be retained by the telephone companies to cover their costs of collecting for the fund.  Section 209.257 RSMo 2000. 

Question 10:  (Tr. p. 63, 15-18).  Provide more follow up on the retention amount of $30 or 1% of the amount collected, whichever is greater.

Answer 10:  In return for the administrative troubles associated with the collection and remittance of the relay surcharge, companies are allowed to retain up to $30 (if that much is collected), or 1 percent of the amount collected, if that amount is greater than $30.  For instance, if a company has 1,000 lines, it would collect $90 dollars from the $0.09 surcharge.  One percent of the $90 collected would be only $0.90, so this company would keep $30, and send the remaining $60 to the state.  

If another company has 100,000 lines, it would collect $9,000 from the surcharge.  Since 1 percent of $9,000 is $90, this company would keep $90, and send $8,910 to the state.

The problem occurs for very small companies, those with fewer than 334 lines.  A company with 300 lines, for example, would collect a surcharge amount of $27.  Staff believes that since the $30 is a “retention amount,” this company, since it collected only $27, would keep that $27, and would be entitled to no more.  At least one company has billed the fund for the difference for what it collects in surcharge (when less than $30) and $30.  In this example, this company would send an invoice for $3.  If there are many competitive local exchange providers with fewer than 334 customers, all such companies could conceivably bill the relay fund for up to $30 each month.  Staff does not believe this is a proper use of the funds collected, and believes it should not be allowed.  Staff therefore recommends that its order clarify this topic with the following language:

Except as provided below, the local exchange telephone company is to retain 1% or $30, whichever is greater, of the surcharge amount collected each month.  If the carrier collects a monthly surcharge amount under $30, the carrier will retain the amount under $30 as its full payment for recovery of the billing, collecting, remitting and administrative costs attributed to its collection of the surcharge for that month.

Question 11:  (Tr. p. 63, lines 19-24).  Update the numbers from the first recommendation.

Answer 11:  The average receipts for FY 2003 have been $287,405, down from $340,878 for FY 2002.  Average relay expenses for FY 2003 have been $344,019, up from $338,356 for FY 2002.

Conclusion and Recommendation:

Staff’s projection of receipts is conservatively low to represent the receipts experienced during this fiscal year.  Also, Staff realizes that the TAP program’s expenditures have not, as yet, equaled its appropriated amount, however, since an agency may spend all the funds appropriated to it, the fund must be able to cover that appropriation.  Staff has included only a relatively flat estimate of relay expenses; however, such expenses may be higher than this estimate.  Actual future expenses may be higher than projected expenses because of additional services included in the upcoming relay contract (such as caller ID and CapTel), expenses for relay service may increase, and Staff wishes to ensure that sufficient funds will be available for the programs.

Given that beginning July 1, 2003, relay expenses are not known with any certainty, and the earliest the Commission can revisit and reset the surcharge amount will be April 2004, some ten months after the new contract is in place, Staff still recommends the surcharge be increased by $0.01 to $0.10.  Increasing the surcharge to $0.10 moves the expected relay fund depletion date from September 2004 to November 2004, and provides some assurance against the uncertainty faced by the program.  If the Commission retains the $0.09 surcharge the fund balance may deplete by September 2004, assuming relay expenses remain relatively steady.  If relay expenses increase then the fund will likely deplete at an earlier date.


WHEREFORE, the Staff recommends that the Commission increase the surcharge from $.09 to $.10 for the Deaf Relay Service and Equipment Distribution Program Fund.
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