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R E S O L U T I O N
RESOLUTION T-16252.  DEAF AND DISABLED TELECOMMUNICATIONS PROGRAM.  REQUEST TO EXTEND PROVISIONAL SPEECH-TO-SPEECH SERVICE AND TO INCREASE THE PER SESSION MINUTE PAID TO MCI TELECOMMUNICATIONS CORPORATION.   

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

_________________________________________________________________

SUMMARY
This Resolution extends the Speech-to-Speech Service (STS) of the California Relay Service (CRS) on a provisional basis until October 11, 1999, authorizes MCI Telecommunications Corporation (MCI) to continue providing STS pursuant to the terms approved in Resolution T-15971 and orders the Deaf and Disabled Telecommunications Program Administrative Committee (DDTPAC) to present its proposal for a permanent offering of STS including the cost analysis required by Resolution T-15971 to the Executive Director of the Commission by March 5, 1999.

BACKGROUND
CRS is a statewide program which, pursuant to Public Utilities Code 2881, provides hearing-impaired and speech-impaired persons 24 hour access to California’s existing public switched telephone network. Under the program, persons using telecommunications devices for the deaf (TTDs) communicate with non-TDD users, and vice-versa, through the voice assistance of relay system operators.  CRS is available for all intrastate, interstate and international calls that originate and terminate in California, but the program only reimburses certified telecommunications companies for their cost to relay intrastate calls.  CRS is funded by a surcharge applied to intrastate telecommunications revenues.

STS provides the equivalent of basic dial tone to people whose speech can not be readily understood over the telephone and whose motion disabilities preclude them from typing well enough to use a TDD.  By this service, speech disabled persons place their own telephone calls by voice or speech synthesizer through operators, who repeat the words of the caller in real time to the party being called.

Sprint provided STS on a trial basis during 1996 and 1997.  STS was a “mandatory-optional” service in the DDTPAC’s Invitation for Bid (IFB) for a CRS provider in 1996.  All bidders to provide CRS were required to bid a separate monthly price to provide STS, although the decision to purchase STS under the CRS contract was strictly at the DDTPAC’s option.  Bidders were told that, if accepted, the bid price would remain constant for the full duration of the contract.  The CRS contract was awarded to MCI who provided a bid of $45,000 per month for STS.

The Commission by Resolution T-15971, dated October 25, 1996, authorized DDTPAC and MCI to provide STS on a provisional basis for one year starting when MCI begins providing STS.  MCI began STS in California on December 8, 1997.  

DDTPAC has submitted by its September 17, 1998, letter to the Executive Director a request that  STS be extended on a provisional basis until October 11, 1999, which is the termination date of the initial three-year period in the CRS Master Agreement under which MCI currently provides STS.  DDTPAC has requested approval of a new rate structure for STS proposed by MCI which would be a minimum of $120,000 per month or $3.75 per session minute, whichever is higher.  DDTPAC has stated that this higher rate structure is reasonable because Sprint charged $3.13 per session minute for STS in 1996 and 1997 and was not required to meet virtually any technical or service quality service standards that MCI’s provisional service is required to meet.  Neither the DDTPAC nor MCI has provided any cost study to justify the requested higher rate structure for STS.

NOTICE/PROTESTS
 The DDTPAC’s letter to the Executive Director of the Commission was dated September 17, 1998.   A notice of the letter was published in the Commission Daily Calendar of  September 29, 1998.  No protests to this letter have been received.  

DISCUSSION
The Commission must take action regarding STS before December 8, 1998, or STS will be terminated.  Consumers who use this service and several state Legislators have corresponded with the Commission requesting that STS be continued.  

MCI provides STS under contract with DDTPAC pursuant to Commission Resolution T-15971 which authorizes STS on a provisional basis for one year.  Ordering Paragraph Nos. 6 and 7 of this Resolution required DDTPAC to present its proposal for a permanent offering of STS to the Commission no later than ninety days before the end of the MCI provisional year, and to explore and advise the Commission on the feasibility of STS being compensated on a usage base rate structure, rather than a fixed monthly payment structure.

DDTPAC and the CRS Advisory Committee prefer that STS should be provided under a multiple vendor environment and that the rate structure for STS should be on a per conversation minute basis.  DDTPAC has stated that an evaluation needs to be made of the financial impact of a multi-vendor environment because of the relatively small call volumes (about 4,400 calls with 32,000 session minutes per month).  DDTPAC has stated that complaints peaked in March 1998 with 320 and currently average 150 to 170 per month.  Most of the complaints are related to low volume, echoing, and static.  MCI has been working to resolve these types of complaints.  

The Commission by Resolution T-16209, dated October 22, 1998, took action to continue the multi-vendor environment for CRS and raised the per conversation minute for CRS to $1.09 for Sprint.  Sprint agreed to provide an in-state account manager, spend at least $200,000 annually for outreach for CRS and be a CRS provider for the remainder of the Master Agreement, which ends October 11, 1999, and the two one-year extensions which the DDTPAC may exercise.  Under the provisions of Resolution T-16209, any other carrier that meets the terms of the Master Contract may submit a signed contract with DDTPAC to the Commission and request approval for the $1.09 per conversation minute rate.   

The Commission by Resolution T-16207, dated October 22, 1998, approved a settlement agreement between DDTPAC and MCI that provided an increase in the CRS per conversation minute rate from $0.699 to $0.89 retroactive to March 1, 1998, that included a payment to MCI of about $2,500,000;  and MCI providing outreach products such as public service announcements for radio and television, enhanced monthly reports to track the effectiveness of outreach programs and a free six-month trial video relay service.  An estimated value of these three items is $1,340,000.

The DDTPAC informed the Executive Director of the Commission by a letter dated October 16, 1998, that the DDTPAC has exercised its first renewal option for the current Master Agreement.  This renewal would extend the CRS Master Agreement until October 11, 2000.   STS is a service in the CRS Master Agreement.  MCI provides STS at $45,000 per month pursuant to the CRS Master Agreement and Resolution T-15971.  

STS is an invaluable service for those Californians who have motion and speech impairments. STS is the only way thousands of Californians with cerebral palsy, muscular dystrophy, multiple sclerosis, stuttering and laryngectomies can use the telephone.  STS, or an equivalent, should be available so that individuals with motion and speech impairments are able to communicate utilizing the telephone. The Commission believes that it is time for STS to be a permanent service with the CRS.  

Should STS become a permanent service, it would then be necessary to address whether a sole/multi-vendor environment should be established and what the appropriate rate level and rate structure should be.  There is not adequate information before the Commission to address these issues.  Although DDTPAC has forwarded a recommendation both for a rate structure and to extend STS on a provisional basis, no cost studies were made available and the economics of a multi-vendor environment have not been addressed. 

The DDTPAC has not yet submitted a request for permanent offering of STS.  Without that request and the cost analysis which must accompany such a request, we cannot approve a permanent offering of STS.  Instead, the DDTPAC has asked for an extension of STS on a provisional basis to October 11, 1999.

We note that, prior to our issuance of Resolution T-15971, staff recommended that the Commission “adopt the DDTPAC’s request to adjust the rate and method of payment at the conclusion of the [provisional] year, based on call volumes experienced.  (Resolution T-15971,page 9.)  We note also that Ordering Paragraph 8 of Resolution T-15971 states that “[t]he DDTPAC shall consider adjusting the rate and method of payment based on call volumes experienced during the provisional year of service.”

The DDTPAC has requested an increase in the per session minute rate for STS without providing any cost justification for the request.  We see no assessment of how any changes in call volumes justify the proposed rate increase.  Consequently, we cannot determine whether the proposed rate increase is reasonable or not; therefore, at this time we do not approve a change in the per-session-minute rate.

Were we to approve an increase in the per-session-minute rate without a cost basis, we would be setting a precedent for a higher rate when the DDTPAC requests approval of STS on a permanent basis.  We decline to set a precedent here for a higher rate later, unless we have a cost basis for doing so. 

DDTPAC should prepare an analysis of providing STS through the CRS, addressing the issues of rate level and rate structure, standards for service, resolving consumer complaints and the economics of a multi-vendor versus a sole-vendor environment.  In its analysis DDTPAC should consider and propose, if appropriate, a per session minute rate for STS, provide a comparison of STS rates for service provided in other states, and utilize a cost study for a sole-vendor environment.

We note that in the Master Agreement, MCI bid to offer STS at $45,000 per month “based on a 36 month minimum commitment.” (MCI, Final Bid, Volume III Cost Data, Page 59.)  The Commission approved  MCI’s offering of STS on a provisional basis at the $45,000 per month rate.  Given MCI’s commitment to this rate for a 36-month period, which expires October 11, 1999, and lacking any cost basis at this time for increasing the monthly rate, we authorize MCI to continue to offer STS at the rate approved in Resolution T-15971.

The Commission will be in a position to address STS after DDTPAC has prepared and submitted its analysis of STS to the Executive Director of the Commission.

FINDINGS

1. The Deaf and Disabled Telecommunications Program is authorized to have MCI provide Speech-to-Speech Service until December 8, 1998, pursuant to Commission Resolution T-15971.

2. Speech-to-Speech Service is an invaluable service for those Californians who have motion and speech impairments because it provides basic telephone service.

3. The Deaf and Disabled Telecommunications Program Administrative Committee requests an extension of Speech-to-Speech Service provisionally until October 11, 1999.

4. The Deaf and Disabled Telecommunication Program Administrative Committee requests a rate increase for Speech-to-Speech Service from $45,000 per month to a minimum of $120,000 per month or $3.75 per session minute.

5. Neither the Deaf and Disabled Telecommunications Program Administrative Committee nor MCI has provided a cost study to justify the higher requested rate for Speech-to-Speech Service.

6. The California Relay Service per conversation minute was raised from $0.699 to $0.89 for MCI in October 1998.

7. MCI may request an additional increase for California Relay Service per conversation minute from $0.89 to $1.09 pursuant to Commission Resolution T-16209 dated October 22, 1998.

8. The Deaf and Disabled Telecommunications Program Administrative Committee has exercised its first year renewal of the California Relay Service Master Agreement which now extends to October 11, 2000.

9. Speech-to-Speech Service is a service in the California Relay Service Invitation for Bid.

THEREFORE, IT IS ORDERED that:
1. MCI is authorized to continue to provide Speech-to-Speech Service on a provisional basis until October 11, 1999.  

2. The Deaf and Disabled Telecommunications Program Administrative Committee shall  submit to the Executive Director of the Commission by  March 5, 1999, its  proposal for permanent offering of Speech-to-Speech Service, including a cost analysis and other requirements as set forth here and in Resolution T-15971. 

This Resolution is effective today.

I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on December 3, 1998.  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
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