PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMIISSION ADVISORY AND COMFLIANCE : RESOLUTION T-lS933" &
DIVISION . Date July 3, 1996
Telecommunications Branch :

RESOLUTION T-15933. McCi TELECO\!UNICATIO\S (MCI) (U-5011-C). MCI
REQUEST TO PROVIDE DUAL-PARTY RELAY SER\'ICE VIDEO RELAY.
SERVICE AND SPEECH TO SPEECH RELAY SERVICE UNDER CONTRACT
WITH THE DEAF AND DISABLED TELECOMMUNICATIONS PROGRAM
AD\IINISTRATI\'E CQ\I\!IT’I EE.

BY ADVICE LETTER NO 257, FILED MAY 3, 1996 AND 257A, FILED JUNE 5,
1996.

SU\I\IARY |

This Resolution approves MCI 'l‘e!ecommumcahﬁns (MCI) Advice Letter (AL) No. 257

- and AL 257A requesting that MCI be appointed primary provider of the California Relay
Sérvice (CRS). It denies the request for MCI to provide Speech to Speech Service and
Video Relay Service in California.

There were no protests to this advice letter.

BACKGROUND

CRSisa statemdc program pr0\ iding heanng-lmpalred and speech-impaired persons 24
hour access to Califomnia’s existing public switched telephone network. Under the
program, persons using telecommunications device for the deaf’ (TDD) commumcate
with non-TDD users, and vice-versa, through voice assistance of relay system operalors.
The service applies to all local, intralata toll and interlata toll calls that ongmate and
terminate in Califomnia.

CRS was created by the Commission, as a result of lm'esuganon (1.) 87-1 1-031 and in

rcSpOnse to Senate Bill 244 (Chapter 741, 1983). CRS is funded by a surcharge applied

to all intrastate telephone charges. The surcharge (currently .36%) funds all state

- mandated deaf and disabled programs and sérvices, including CRS, equipnient
distribution, outieach and administration. The surcharge is collected by all certified

_telecommunications companié¢s in California and remitted to the D.E.A.F Trust, . _
established for this purpose (Publi¢ Utilities Code Section 2881). “The fund subsequenll)
reimburses the companies for their costs to relay CRS calls. The Deaf and stabled
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Telecommunications Program Administrative Commiittee (DDTPAC), supported by a
paid stafl, manages the program’s day-to-day affairs.

The CRS program was established January 1, 1987, with AT&T Communications of
California (AT&T) providing the telay service. On October 11, 1991, The Commission
issued Resolution T-14638, affirming U.S. Sprint (Sprint) the successor CRS provider
and approving Sprint’s Advice Letter filing with its accompanying contract.

By letter dated April 23, 1996, the DDTPAC notified MCI that it intended to recommend

to the Commission that MCI be selected primary provider of dual-party relay seivices and
Video Relay Serviées in Califernia. The DDTPAC notified MCI, by lettei dated May 31,
1996, that it, also, would recommend t6 the Cormmission that MCl be selected to provide - ..

Speech to Speech Servicg. (Video Relay and Speech to Speech are described in the
Discussion Section of this Resolution under the Mandatory Optional sub-heading.)

By this filing, MCI requests Commission approval of its conitract with the DDTPAC
allowing it to provide CRS when the Sprint contract expires in October 1996, plusthe
‘option to provide two othér services, Video Relay Sesvice and/or Speech to Speech Relay
Service. The contract will be for three years (through October 1999), with the DDTPAC

_ having option to extend it for up to two one-year termis. The contract, however, can not
be finalized until approved by the Commission. ' o ‘
NOTICE

Public notice of Advicé Letter 257 and 257A appeared on the Comniissfon’s Daily
Calendar on May 10, 1996 and June 7, 1996, cespectively. In addition, MCI mailed
copieés of it to competing and adjacent interexchange carviers, as prescribed by General

* Order 96-A, Section 111, 6. ’ ' : '

PROTESTS

No protests were received regarding MCI’s AL 257 or its SUpplementai advice letter,
AL 257A. : o

An informal protest was lodged by AT&T against the DDTPAC'S choice of MClto be
the primary provider of CRS and against inclusion of Operator Services for the Deéaf (a
service AT&T currently provides) to the CRS contract. In accordance with procedures in
the Invitation for Bid (IFB), AT&T deliveredits letter of protest, dated April 30, 1996, to
-the Commission’s Executive Director. Athis diréction, the Commission Advisory and
- Compliance Division (CACD) investigated the issues raised by AT&T and reviewed the
DDTPAC’s response. However, CACD found no irregularities in the vendor selection
process and no reason the DDTPAC’s recommendation should not be formally
considered by the Commission.
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DISCUSSION

Commission Resolution T-14232 dated December 19, 1990, authorized the DDTPAC to
solicit vendors to provide CRS. With the current Sprint contract dug to expire, the
DDTPAC subcommittee released an 1FB on November 1, 1995 to solicit bidders for a
new CRS contract.- Multiple vendors would be allowed, provided cach agreed to the
minimum service standards, the rate established by the IFB process and the Master
Agreement detailing contractual termis and conditions.

A bidders conference was held on November 15, 1995, Potential bidders wete asked to
submit by December 29, 1995 any requests for modifications to the proposed contract
language. Some of the proposed changes were accepted by’ addendum to the Master -
Contract. Requests for clarifications on the IFB w: ére accepted thiough Januvary 8, 1996.
The last day potential bidders ¢ould protest the réquirements of thé IFB was January 26,
1996. As part of the process, potential bidders wete allowed to submit draft bids by
February 7, 1996. The subcommittes gave commeiton the draft bids in writing and in
confidential sessions with each bidder. Throughout the process, the subcomniittee took
great effort to make the 1IFB open and competitivé. Final bids were received Apnl |,
1996. All bidders wete found compliant with the IFB requirements and none of the
bidders protested the IFB.

IFB Bidding speciﬁcations

Bidders to thé IFB were requlred to bid one prlce pet minute to provide all of the
minimum CRS featurés. The per minute price would be applicable to all conversation
minutes, as 6pposed to session minutes, which are currently the Sprint CRS contract
standards. Since payinent on the basis of conversation minutes results in fewer minutes
billed, the subcommittee expected that bidders would subniit higher seivice bids than
applicable to the current CRS contract. Nonetheless, the subcommittee anticipated that
total monthly payments for CRS would be lower under the new Master Agreement. The
established CRS bid price will be effective for all five potential years of the contract.

Primary and Se¢ondary Providers

The compliant bidder with the lowest per minute price for the required minimum -
standards will be designated the primary provides and would receive use of the current
CRS 800 numbers. All other compliant bidders will be designated se¢ondary providers
and will be reimbursed at the rate paid the primary provider. Secondary providers will be
reQuired to use their own 800 numbers to access CRS.

The pnmary provider may also advertise and use other $00 numbers (in addition to the
existing CRS 800 numbers) to oute calls to CRS. Calls made to CRS 800 numbers or
~ other toll free access numbers may be routed to the providers® new or existing relay
center(s). CRS 800 numbers may also be available for access by users outside of

3«
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California, but the DDTPAC will only reimburse primary and secondary providers for
California intrastate calls. Interstate and international call feimbursement is available

through the National Exchange Carvier Association, lnc,

The DDTPAC subcommittee anticipates that ali vendors of CRS will distinguish their
services through advertisement, outreach and service beyond the minimum service

- standards. Once established, therefore, the subcommittee expects that the primary add
secondary provider designations of vendors joining the CRS Master Agreement will

- disappear. '

The IFB allowed a 5% premium (10 $0.734 pet minute) ovér the established per minute
pricé 16 be paid each month during the first twelve months of sérvice (6 providers whose
total CRS monthly convessation minutes are 300,000 tinutes or less. The purpose was
to encouragé new or secondary service providers and to fostera competitive environment.
With CRS becoming competitively available, it is anticipated that the cost of the service
will decline, while moré choices and options will become available to relay users.
Prior to implementation, ¢ach prospective CRS vendor will file an Advice Letter with the:
Commission, transmitting bid information and the proposed contract. Commission
approval of the respective Advice Letters will givé each primary or secondary provider

~ authority to énter into its contract with the DDTPAC. ' - -

Mandatory-Optional Serviéés -

The IEB required all bidders for the CRS ¢ontract to provide nionthly rates for two
“mandatory-optional” services: Speech-to-Speech and Video Relay. ‘The IFB required
all potential vendors to submit bids for both services with the understanding that the
DDTPAC was not obligated to purchase either. If the DDTPAC decided to purchase
cither service and provided the Commission authorized the purchase(s), the award of
mandatory-optional service contracts would be to the lowest-cost compliant bidder.

Under the contract, Speech to Speech service was defined as an enhancenlent which
enables a speech disabled person fo use CRS with his or her own voice of voice
synthesizer, rather than by using a TTY. Speech to Speech will provide trained operators .
who will translate for people with speech disabilities who have difficulty being
understood on the telephone. The CRS operators will repeat the words of the speech
disabled caller (as speéch interpreters do in a face-to-facé setting) to the person being
called. The service also works in reverse, so that “speech able” users may call speech
disabled persons through CRS. Speech to Speech Service must be available during all
hours of CRS operation, with a minimum of two Speech to Speech operators avaitable at
all times during each 24 hour period. :

. Video Relay setvice is an interactive full-motion vidéo service that utitizes an interpreter
at CRS (¢r another designated location) to refay calls from sign anguage users to voice .

4.
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users without the use of a TTY. The Video Rela) Service allows translation from sign
language to voice, rather than from TTY text to volce. A video camera and othar -
compauble equipment located at the i mtelpreler s location transmits the mterpreter s
image to the CRS user’s location. Video equnpmen[ located at the CRS user’s location
transmits the user’s image to the i interpreter. A voice CRS user may also vse Vidéo -
Relay Service to place a ¢all to asign language user who is at a location equipped with
the proper videoequipnient. Providers of Video Relay Service will provide the
interpreter and compatible video equipment (including PC, software, ¢tc.) at a desngnated
location, and the CRS user will provide the compahble video equipment at his or het
location. Users will access the Video Relay Service using existing video equipped
locations to access CRS. Video Relay Service must be available 16 hours a day (GAM to
10PM) with a minimum of m o interpreters avallable atall times dunng the 16 hour
pel’lOd .

B\d PrOnosa!s

Final blds were received from AT&T MCI and Sprml The final bids include ongmal
signed copies of the Master Agreement and 51gned coples of the ¢ost proposal, in addition
to all material submitted with draRt bids. After reviewing the bids, the subcommittee
determined that all of the final bids submitted were cOmphant with the requnrements of
the IFB and that MCI was the low ¢ost bidder for the minimum réquired CRS service.

For the mandatory-optional services, AT&T was the low cost bidder for Speechto
Speech Service and MCI was the low cost bidder for Video Relay Service. -

The bids submitted to provide the minimum reqmred CRS service were:

Price per
Conversation Minute
AT&T Skl
MCI 699
Sprint .89

The monthly prices and estimated call volumes for Speech to Speech Service were:

, Numbei of
_ Monthly Price Estimated Calls
AT&T $ 8,102 ~ 38,500
MCl 45,000 42,000 - 48,000
Sprint 411,695 40,000
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The monthly prices and estimated call volumes for Video Relay Service were:

Number of
Monthly Price Estimated Calls
AT&T $122,500 24,000
MCI 90,000 60,000
Sprint 96,510 12,000

The DDTPAC Recommendations

On May 1, 1996, the DDTPAC transmitted to the Commission’s Executive Director its
recommendations that MCI be appointed primary CRS provider and that AT&T and

Sprint be appointed as secondary CRS providers. The DDTPAC also recommended that
the two mandatory-optional services be purchased. Selécting the lowest cost compliant -
bidders, the DDTPAC recommended that AT&T be appointed as the provider of Speech
to Speech Service and that MCI be appointed as the provnder of Video Relay Semte

By letter dated May 31, 1996, the DDTPAC informed the Commnssnon s Executive
Director that AT&T had decided not to participate as a secondary CRS provider. MCI
had submitted the second lowest price to provide Speech to Speech Service and the
DDTPAC’s CRS IFB subcommittee’s cost analysis of the Speech to Speech price bids
had determinéd thal MCI’s price bid is reasonable. However, under the terms of the IFB,
a provider of either mandatéry-optional service must also bé a CRS provider.
Accordingly, the DDTPAC recommended MCI to be the provider of Speéch to Speech
mstead of AT&T.

On June 3, 1996, the DDTPAC teaiismitted a letter to the Commission’s Executive
Director stating that its cost analysis had revealéd that none of the bids for Video Re!a)'
Service can be justified . All of the pnc»s seem too high to provide technology that is
rapidly decreasing in price and increasing in availability. In this letter, the DDTPAC
speculaled thal it could acquire similar services for significantly less money through a

By letter dated June 13, 1996, the DDTPAC informed the Executive Director that, based .

-on the ¢ost analysis, the subcommittee had voted to withdraw its recommendation to
purchase Video Relay Service from MCI. At a later point, it will reconsider procuring
the service utilizing newer technologies and through other possible vendors.

CACD’s Review of MCl’s Reqdests

MCI requests approval of DDTPAC recommendations that it be the pnmary provider of
California Relay Service, Video Relay Service and Speech to Speech Service pursuant to
the DDTPAC’s IFB competitive bidding process. CACD has reviewed the

-6-
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accompanying material and has no objection to MCl being the primary provider of CRS.
CACD bLelieves, however, that the request of MCI to provide Video Relay Service and -
Speech to Speech Service is premature,

A Commission authorized trial of Speech to Speech Service in late 1995 confinned its
promise and the technical feasibility. A very important fesult of the trial was that some
persons were given telecommunications access for the first time. However, ¢ritical
economic and policy questions remain and the trial has, subsequently, been extended for
the duration of the Sprint CRS contract to gain additional information. CACD advises
that the results of the second trial should be received and cvaluated before Speech to
Speech Service is authorized as a permanent feature of telephone service in California.

To date, the Commissionhas authorized no ratepayet funding of Video Relay Service.
No trial has been conducted in California and none is planned. It is already known that
videophone technology is feasible, based on a trial conducted by Sprint in Texas.
However, implementation indicates costly wiring, hardware and software upgrades, and
thete is debate on whether the service is an important basic service or an expensive
quality enhancement. CACD advises against offering the service in Califoria until this
question and others raised in Resolutién T-15828 are resolved.

CACD recomimends that the Conimission deny MCI’s request to provide Speéch to
Spéech Service and Video Relay Service. CACD, also, recomniends that if the DDTPAC
wishes to pursue either of these options, it should provide the Commission with a

* comprehensive cost and benefit analysis supporting its tecommendation. The study
should delineate consumeér demographics and projected usage, as well as the costs of
requisite personnel, hardware and other enchancements.

FINDINGS
L. The DDTPAC’s conltract with its current CRS provider expires in October 1996.

2. As directed by the Res. T-14232, the DDTPAC initiated an IFB process to solicit
vendors to provide CRS. Final bids were received in April 1, 1996.

3. Under the IFB, the CRS enhancements called Speech to Speech and Video Relay |
were determnined mandatory-optional services.

4, Final bids were received from AT&T, MCl and Sprint. MCI was the low cost
bidder for the minimum required CRS services. AT&T was the low cost bidder for
Speech to Speech Service and MCI was the low cost bidder for Video Relay Service.

5. In a lettér dated May 1, 1996, the DDTPAC recommended that MCI be appointed
primary CRS provider and that AT&T and Sprint be appointed secondary CRS providers.
The DDTPAC also recommended that the two mandatory-optional services be purchased

57.
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and that AT&T should be appointed provider of Speech to Speech Service and MCI
should be appointed providee of Video Relay Service.

6. By letter dated May 31, 1996, the DDTPAC informed the Commission of its
decision to recommend MCI to be the provider of Speech to Speech because AT&T had
elected not to provide CRS. .

7. By letter dated June 3, 1996, the DDTPAC informed the Commission that its cost
analysis had revealed that none of the bids for Video Relay Service can be justified. :

8. Economic and policy questions remain with respect to Speech to Speech and
Video Relay services. A Speech to Speech trial has been conducted in Califonia anda
second trial has commensed to collect more information. However, a Califomnia trial of
Video Relay is not indicated.

9. CACD has no 6i)jeclion to MCl being l_hé primary btovidér of CRS, but
recommends that the request to provide Speech to Speech Service and Video Retay
Service be denied. ' ' :

10.  Ifthe DDTPAC wishes to further pursue either Speech to Speech Service or
Video Relay Service, it should provide the Commission with a comprehensive cost and
benefit analysis supporting its recommendation. The study should delineate consumer
demographics and projected usage, as well as the costs of requisite personnel, hardware
and other enhancements. '
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THEREFORE IT IS ORDERED that;

1. MCI Telecommunications Corporation (MCl) is aftnrmed as the primary \endor
for California Relay Service.

2. MCI's Advice Letter 257, the supplemental Advice Letter 257A and the
“accompanying contract are apprO\'ed. -

3. Pl’O\’lSlonS for Speech to Speech Semce and Vldeo Relay Semce are denied.
The effecu\c date of th:s Resolunon is today.

1 hereb)' cemfy that lhlS Resoluhon was adoptéd by the Pubhc Uuhtlea Comm;ssmn atits -
- ‘regular meetmg on July 3, 1996 The followmg Commm:oners approved it :

- P. GREGORY CONLON
President
) DAN[EL Wn. FESSLER
JESSIE J. KNIGHT, Jr.
HENRY M. DUQUE
‘JOSIAH L. NEEPER -
' Commissioners




