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R E S O L U T I O N
RESOLUTION T-16262.  TO AMEND THE AMENDED MASTER AGREEMENT FOR CALIFORNIA RELAY SERVICES TO INCREASE THE PER CONVERSATION MINUTE RATE PAID TO MCI TELECOMMUNICATIONS COPORATION. 

BY LETTER TO THE EXECUTIVE DIRECTOR DATED NOVEMBER 17, 1998 FROM THE DEAF AND DISABLED TELECOMMUNICATIONS PROGRAM ADMINISTRATIVE COMMITTEE AND TELECOMMUNICATIONS CORPORATION. 

______________________________________________________

SUMMARY
This Resolution authorizes the First Amendment to the Amended Master Agreement for California Relay Service (CRS) (First Amendment) which has been negotiated between the Deaf and Disabled Telecommunications Program Administrative Committee (DDTPAC) and MCI Telecommunications Corporation. (MCI). The First Amendment raises the reimbursement rate to $1.09 for all conversation minutes and eliminates the current “center-by-center” method of assessing liquidated damages for failure to comply with average speed of answer and blockage rate requirements. The Amendment also provides that MCI (1) will expend at least $200,000 per year in outreach programs intended to increase use of CRS in California; and (2) will have an in-state project manager. 

The effective date for the First Amendment is set at October 22, 1998.  This effective date recognizes that these favorable contract terms were extended to Sprint on October 22, 1998. MCI, the primary service provider, requested identical treatment on August 13, 1998.  Thus, accepting the amended contract as entered into as of October 22, 1998 affords MCI terms and treatment equal to that offered to Sprint.

BACKGROUND

In 1995 the DDTPAC issued an Invitation for Bid (IFB) for CRS service as the then-current contract was due to expire in l996.  The IFB expressly contemplated a multiple carrier environment, whereby the primary provider would be entitled to use the published 800 number which is dedicated for CRS use.  None of the carriers bidding in addition to MCI (which was awarded the contract) was interested in providing service at the rate proposed by MCI ($0.699 per conversation minute).  Thus, the program continued as a single-carrier offering.  MCI provides this telecommunications service from its facilities in Riverbank, California.

In June of l997, in Resolution No.16031, the Commission authorized a budget augmentation to supplement the l997 program budget in order to permit CRS users a choice of carriers and to improve the service quality of CRS.  

In September l997 the Commission authorized Sprint to begin offering CRS as a secondary provider at the reimbursement rate of $0.89 per conversation minute, which was the rate bid by Sprint in l995.  In consideration of this higher rate, the Master Agreement was amended to require more extensive liquidated damages for non-performance.  Finally, the Amended Agreement allows Sprint, as a secondary CRS provider, to terminate service on 45-days advance notice. 

Sprint began offering CRS on September 11, l997.  Sprint has no facilities in California; CRS users are connected to one of Sprint’s 10 national centers that provide relay service to the 23 states where Sprint currently has contracts.   

In a letter written on July 17, l998, Sprint put the DDTPAC on notice that unless Sprint’s proposed contract modifications were presented to the Commission by October 18, l998, for its approval, Sprint would have to terminate service.  Sprint states the primary reason for this action was that the investments made by Sprint over the years to its relay service platform and continued increases in labor costs have made the $0.89 remuneration rate no longer feasible. The major contract modification proposed by Sprint increased the remuneration rate to $1.09.

On July 30, 1998, the Information for Bid (IFB) Subcommittee of the DDTPAC recommended certain changes to the master agreement, including an increase in the reimbursement rate to $1.09. At its August 4, l998 meeting, the DDTPAC approved the Subcommittee’s recommendations 

On August 13, 1998, MCI requested of the DDTP that MCI be included in the proposed changes to the Master Agreement that were ultimately ordered in Resolution T-16209.  In particular,  MCI requested a compensation rate equal to that of Sprint.

Resolution T-16209, October 22, 1998, recognized that maintaining customer choice required an increase in the reimbursement rate to $1.09 per conversation minute.  Although Resolution T-16209 only acted on Sprint’s request, it included a financial analysis of extending this rate change for MCI.  Further, Resolution T-16209 granted the DDTPAC the authority to offer other carriers the provisions adopted for Sprint.

At its November 3, 1998 meeting, the DDTPAC voted to approve MCI’s inclusion in the provisions adopted in Resolution T-16209.

NOTICE/PROTESTS
The DDTPAC’s letter to the Executive Director of the Commission was dated November 17, l998.  A notice of the letter appeared on the Commission’s Daily Calendar on December 3, l998.
The Communications Workers of America, District Nine (CWA) filed a protest on December 7, 1998.  The CWA argues that the facility from which MCI provides the relay service has averaged an employee turnover rate of 80% to 90%.  CWA suggests that the high turnover rate both decreases the quality of the service and is related to the low wages paid to employees or to grueling work conditions.  The CWA urges that the Commission hold evidentiary hearings on the proposed amendments so that it can present facts concerning the above matters.

On December 14, 1998, MCI responded to the protest of CWA.  MCI argues that the relay operators serving at the Riverbank facility are not MCI employees, but are instead employees of GC Services, a subcontractor.  Further, MCI states that for the past four months it has consistently met or exceeded its contract requirements for providing the relay service.  MCI concludes by pointing out that since it has agreed to all the contractual requirements in Resolution T-16209 there is no reason to disapprove MCI’s Amendment.
DISCUSSION
In Resolution T-16209, the Commission made a commitment to the multiple-vendor environment, thereby ensuring that Californians using the CRS have a measure of choice.  In raising the compensation rate from $.89 to $1.09, Resolution T-16209 envisioned extension of these contract terms to all CRS vendors operating in California.  In particular, Ordering Paragraph 3 of T-16209 states:

3. The Deaf and Disabled Telecommunications Program Administrative Committee (DDTPAC) may offer other carriers the provisions of the First Amendment if they meet the established criteria in the First Amendment and the Amended Master Agreement.  A signed copy of the contract between the DDTPAC and any carrier for CRS shall be sent to the Executive Director of the Commission and shall be subject to approval by a Commission resolution.     

DDTPAC’s submission of November 17, 1998 complies with this order.  Specifically, it includes a signed copy of the First Amendment to Amended Master Agreement for CRS Services.  In the signed contract, MCI agrees to commit to all requirements stated in Resolution T-16209.  It is therefore eligible for the five changes set out in Resolution T-16209.  These consist of:

a) “The remuneration rate for a conversation minute is raised to $1.09”;

b) “Liquidated damages are assessed on aggregate performance”;

c) The Provision that CRS service can be terminated by the carrier at any time with 45 days advance notice is eliminated.” (Note: This provision is not applicable to MCI, since it applies only to Secondary Carriers);

d) The carrier is required to have an in-state account manager for CRS”; and

e) The carrier will spend at least $200,000 in outreach programs for CRS consumers annually.”

In its discussion, the DDTPAC states that investments that MCI has made over the years to the TRS platform and a new 1999 platform have made the current rate of $.89 no longer feasible for CRS providers.  The DDTPAC notes that the nationwide interstate rate of $1.168 still exceeds the new rate of $1.09.  

The financial impact of extending these changes to MCI was considered in Resolution T-16029 but deserves repeating. Extending the rate to MCI is estimated to result in an additional cost impact of $1,314,736 for 1998.  This projected increase can be absorbed in the existing CRS budget.   Therefore, there would be no need for a budget augmentation or an increase in the surcharge paid by California ratepayers for l998. 

The financial impact of this rate increase for l999 would be included in the l999 budget for the DDTPAC.  This will be addressed by the Commission by the end of this year. At this time, however, it is estimated that if this rate were available to both carriers throughout 1999, the cost of the CRS program would rise from $22,176,400 to $27,159,900.

Turning now to the protest of CWA and MCI’s response.  The quality of relay service is adversely affected by high turnover rates among relay operators.  Although MCI rightly points out that the relay operators are employees of a subcontractor, it is disingenuous for MCI to claim credit for the improving quality of the relay service while failing to respond to the issues raised by CWA concerning working conditions and compensation at the Riverbank facility. Moreover, when MCI and its subcontractors had difficulties in providing quality services, the Commission took special cognizance of how remedial actions would affect the Californians who work to provide these services to deaf and disabled Californians.  Indeed, it was only with great reluctance that the Commission deemed that only a mult-vendor environment that included an out-of-state service provider could provide Californians with the quality and choice that they deserved.  Finally, the Commission would find it inappropriate if those providing these key telecommunications services were to be the only Californians not benefiting from the Commission’s policy of providing Californians with a choice between vendors of relay services.

Nevertheless, despite our concern that relay operators benefit from the higher payments to relay vendors, MCI’s principal legal point – that MCI has met the conditions contained in Resolution T-1609 – is convincing.  MCI, the primary provider of services and signatory to the master agreement, deserves compensation at an identical rate to Sprint when it agrees to identical contract provisions.  MCI has done so.  Indeed, MCI has had an in-state CRS account manager since October of 1996.  Further, it commits to spending at least $200,000 annually in outreach programs.  As the financial analysis above indicates, the additional costs are consistent with the 1998 adopted budget, and an expense that can be considered and accommodated within the 1999 budget.

FINDINGS   
1. The Commission is committed to having more than one carrier offer CRS.

2. MCI is the primary provider and has been providing services for the California Relay Service since October 11, 1996.

3. On October 22, 1998, the Commission adopted Resolution T-16209.

4. Resolution T-16209 amended the Master Agreement for CRS Services to make five changes.  These changes are described in this resolution.

5. Resolution T-16209 authorized the DDTPAC to offer the provisions of the First Amendment to other carriers meeting the Amendment’s criteria for providing CRS. 

6. On August 13, 1998, MCI, the prime vendor of CRS services,  requested inclusion in the negotiations and in the increase in rate to $1.09 then under consideration for Sprint.

7. On November 17, 1998, the DDTPAC requested that the Commission extend the revised contract terms to MCI.  The submission from DDTPAC included a signed copy of the contract amendments negotiated between the DDTPAC and MCI for CRS services.  The amendments are “entered into as of the date of the California Public Utilities Commission approval of Resolution T-16209.

8. The Communications Workers of America, District Nine (CWA) filed a protest on December 7, 1998 alleging that high turnover and poor service quality make evidentiary hearings on the amendments necessary.

9. On December 14, 1998, MCI responded to the protest of CWA stating that service quality has improved and that it has agreed to all the contractual requirements in Resolution T-16209

10. MCI has agreed to all the contractual requirements in Resolution T-16209.
11. It is reasonable to authorize MCI to offer CRS under the terms and conditions of the First Amendment effective October 22, 1998 – simultaneous with the authorization for Sprint. 


THEREFORE, IT IS ORDERED that:

The “First Amendment to Amended Master Agreement for CRS Services” – entered into as of the date of the approval of Resolution T-16209 on October 22, 1998 between the DDTPAC and MCI – is approved.
The protest of CWA is dismissed.
The effective date of this Resolution is today.
I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on December 17, l998.   The following Commissioners approved it:

   /s/  WESLEY M. FRANKLIN

WESLEY M. FRANKLIN

Executive Director



RICHARD A. BILAS

President

P. GREGORY CONLON

JESSIE J. KNIGHT, JR.

HENRY M. DUQUE

JOSIAH L. NEEPER

Commissioners
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