FINANCE & BUDGET COMMITTEE

MAY 15, 2003

SUBJECT:
TELECOMMUNICATIONS CARRIER SERVICES


SBC

ACTION:
APPROVE PARTICIPATION IN A COUNTY OF LOS ANGELES AGREEMENT FOR TELECOMMUNICATIONS CARRIER SERVICES

RECOMMENDATION

Authorize the Chief Executive Officer to join with the County of Los Angeles in a participating agreement with SBC for telecommunications carrier services for a five year requirements contract, inclusive of three one-year options.

RATIONALE

The County of Los Angeles awarded a telecommunications carrier service agreement to SBC, formerly Pacific Bell, in May 2000 for five years with three optional one-year periods.  In order to achieve the best pricing based on usage volume, the MTA and the City of Los Angeles were named as Participating Entities in the solicitation process.  Under that agreement, MTA, as a Participating Entity, is entitled to receive the same price structure offered to the County of Los Angeles.  The new price structure will allow the MTA to realize annual cost savings of approximately thirty-five percent, equivalent to $600,000 on annual billings of $1,700,000.  Also, the County of Los Angeles agreement includes benchmarking provisions to adjust the County’s prices to match the rates SBC is offering to other large customers such as the State of California.  The adjusted prices will also extend to MTA.

Background
The MTA, under an existing month-to-month agreement, utilizes the telecommunications services of SBC to transport its voice and data traffic outside of its private branch exchange (PBX) network and to supply short-term telephone service where it is not efficient to establish an extension to its PBX network.  Under the new contract, identical services will continue to be provided to the MTA.  SBC will require sixty days to implement the new rate structure once Board approval has been granted.

At the time the original agreement was entered into between SBC (Pacific Bell) and the County of Los Angeles, the MTA’s policy and interpretation of the FTA 

regulations provided unclear guidance regarding piggybacking and cooperative agreements.  Recently, the FTA has encouraged cooperative agreements between Agencies as a means of achieving greater cost savings to each participating entity.

FINANCIAL IMPACT

Funding of $1,500,000 is included in the FY04 budget in cost center number 0921, Information Technology Services, under project number 100001 and 30011, General Overhead and Bus Operations.  Since this is a multi-year agreement, the Chief Information Officer and Chief Financial Officer will be accountable for budgeting the cost in future years, including any options exercised.  For FY03, to date $1,430,000 has been expended on this service.

ALTERNATIVES CONSIDERED
One alternative to executing a new contract would be to continue the existing agreement the MTA has with SBC.  This action is not recommended as continuance of the existing agreement precludes the MTA from substantially lowering its telecommunications carrier cost.

The second alternative would be for MTA solely to release a Request For Proposal for telecommunications carrier services.  This action is not recommended as it would delay the MTA’s ability to realize a significant reduction of its telecommunications expenses and the results of the solicitation would likely be less favorable due to significantly 

lower usage than that achieved as a Participating Entity with the County of Los Angeles.

ATTACHMENT(S)
County of Los Angeles Board Recommendation

Prepared by:
Elizabeth Bennett, Chief Information Officer

	

	Richard Brumbaugh

Chief Financial Officer

	

	Roger Snoble

Chief Executive Officer
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	COUNTY OF LOS ANGELES
Internal Services Department

1100 North Eastern Avenue

Los Angeles, California  90063
	

	JOAN OUDERKIRK

Interim Director
	
	TELEPHONE:  (323) 267-2101

FACSIMILE:  (323) 264-7135


September 16, 1999

The Honorable Board of Supervisors

County of Los Angeles

383 Kenneth Hahn Hall of Administration

500 West Temple Street

Los Angeles, CA  90012

Dear Supervisors:

AWARD AN AGREEMENT TO PACIFIC BELL FOR LOCAL CARRIER SERVICES, INTERNET SERVICES, AND ENTERPRISE NETWORK SERVICES

 (ALL DISTRICTS - 3 VOTES)

JOINT RECOMMENDATION WITH THE CHIEF INFORMATION OFFICER THAT YOUR BOARD:

Approve and instruct the Chairman to sign an Agreement with Pacific Bell, effective on execution, to provide Local Carrier services, Internet services and Enterprise Network services for County facilities:

· Local Carrier services are for five years at an estimated first year annual cost of $31.0 million with three optional one-year periods exercisable by the Interim Director, ISD.

· Internet services are for three years at an estimated first year annual cost of $0.8 million with two optional one-year periods exercisable by the Interim Director, ISD.

· Enterprise Network services for design and installation are for five years with a first year estimated cost of $3.2 million with up to three optional one-year periods exercisable by the Interim Director, ISD.  Enterprise Network services for network management, operations and maintenance are for three years with an estimated first year cost of $0.7 million with up to five optional one-year periods exercisable by the Interim Director, ISD.

PURPOSE OF RECOMMENDED ACTION:
The purpose for the recommended action is to establish an Agreement for Local Carrier services, Internet services and Enterprise Network services.

JUSTIFICATION:

Deregulation of the local telephone industry has allowed the County to competitively bid for local telephone and data services (Local Carrier services) for the first time.  Anticipating that the competitive bidding process would yield substantial savings, ISD and the County’s Chief Information Officer (CIO), under direction from your Board on November 4, 1997, developed an RFP for Local Carrier services that included the option to provide Internet services and the option to construct an Enterprise Network for the County.  

The continued provision of telephone services is essential to County operations.

FISCAL IMPACT:
The recommended Agreement is estimated to cost $35.7 million annually.  The amounts will vary based on the usage of the various Local (voice, data), Internet and Enterprise Network services.  The gross savings from voice and data services are approximately $14.0 million annually.  However, some departments’ telephone expenses are partially reimbursed by the Federal and State Governments (i.e., subvention).  Therefore, the net County cost/impact of the savings is approximately $10.3 million.  This will be used to defray the costs of expanding the Enterprise Network.  The CAO, Auditor-Controller, CIO and ISD are developing the methodology for equitably reflecting the savings from the Carrier Services RFP and the allocation of the costs for the Enterprise Network and Internet services.  They will prepare the budget adjustment necessary to properly allocate the Carrier Services savings and network costs (i.e., the new Enterprise Network and the existing LAnet).

FINANCING:

The recommended Agreement will be funded from the Telephone Utilities Budget established by the CAO and administered by ISD.  The FY 1999-00 Telephone Utilities Budget contains sufficient appropriation to cover all anticipated costs under the recommended Agreement.  

FACTS AND PROVISIONS/LEGAL REQUIREMENTS:

ISD has determined that the Living Wage Program (County Code Chapter 2.201) does not apply to the recommended Agreement as this Agreement is for non-Prop A services.

Language in the recommended Agreement allows the County to monitor Pacific Bell’s performance and includes monetary assurance provisions for non-performance.

The recommended Agreement makes Pacific Bell the County’s exclusive telecommunications carrier services provider.  If Pacific Bell provides the needed service, the County must obtain it from Pacific Bell.

The recommended Agreement requires Pacific Bell to give first consideration for any employment openings to County employees targeted for layoff or qualified County employees who are on the re-employment list during the term of the Agreement when filling future vacancies.

The recommended Agreement requires Pacific Bell to consider hiring participants in the Department of Public Social Services GAIN Program who meet the minimum qualifications for open positions.

The District Attorney approved the Child Support Compliance Program provisions of this recommended Agreement and issued a certificate of compliance for Pacific Bell’s filing of the Principal Owner Information Form with the District Attorney’s Office.

County Counsel has approved the Agreement as to form.

CONTRACTING PROCESS:
On March 19, 1998, ISD released the Telecommunications Carrier Services RFP for Local and Long Distance services with options for acquiring Internet and Enterprise Network services.  Notice of the RFP was sent to all vendors authorized by the California Pubic Utilities Commission (CPUC) to provide telephone services to the County.

On August 6, 1998, proposals were received from five vendors.  An extensive evaluation process was conducted, including participation from County departments, the City of Los Angeles and the MTA.   In addition to proposal scoring, oral interviews were held with the three top Local Carrier services proposers.  Best and final pricing was received on December 16, 1998.  The highest scoring vendor, Pacific Bell, is recommended for the Local, Internet and Enterprise Network services.  A recommendation on the Long Distance service provider will be presented to your Board in the next several weeks.

The RFP was a complex document with options for services, options for various term lengths and options for County ownership of Enterprise Network equipment.  The varying term lengths for the several services in the recommended Agreement give the County flexibility in the future to rebid as market conditions or vendor performance dictates. Benchmarking provisions will adjust the County’s prices to match the rates Pacific Bell is offering to other large customers such as the State of California.  County ownership of certain Enterprise Network equipment also allows for flexibility in rebidding.

The five-year terms for Local Carrier services and for the Enterprise Network design and installation services were negotiated to balance Pacific Bell’s start up costs and conversion time frames for these services against the County’s desire for flexibility in choosing when to rebid.  The three‑year terms for Internet services and for Enterprise Network management, operations and maintenance services reflect the lower start up costs and the shorter conversion time frames needed in changing to another vendor.

The recommended Agreement with Pacific Bell allows other jurisdictions to negotiate agreements with Pacific Bell using the prices for Local Carrier services contained in the County Agreement. Pacific Bell’s revenues from other jurisdictions could enable the County to realize a bonus of 1% for each dollar beyond a threshold amount.  The threshold amount is equal to the County’s first year expenses for Local Carrier services plus $4 million.

The recommended Agreement provides the County with substantial savings in basic phone services that can be applied to Internet services and implementation of a high speed Enterprise Network that will be required for the County to move to electronic government in the 21st Century.

IMPACT ON CURRENT SERVICES (OR PROJECTS):
Approval of the recommended Agreement with Pacific Bell will result in conversion from GTE provided local voice and data services.  

The conversions will take place over a period of months with no planned impact on County operations.

Respectfully submitted,
Respectfully submitted,

JOAN OUDERKIRK
JON W. FULLINWIDER

Interim Director
Chief Information Officer
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Chief Administrative Officer


Executive Officer, Board of Supervisors


County Counsel


Auditor-Controller
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Telecommunications Carrier Services
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