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Road Map

MARS-based Services

- Rate Development Process
o Current versus Proposed Rates / Demand Table
- Demand Trend Charts
IPCTS

o Cost Trends

- Demand Trend

- Alternative rate proposals
IP Relay

- Demand Trend

- Rate Proposal

Video Relay Service

- Cost Trends

- Demand Trend

Fund Requirement



MARS Based Rate Calculation

« Sample Data from Certified State Programs and Providers

Intrastate | Payment | Total Intrastate | Total Intrastate
State Rate per Basis Conversation Session Total $
Minute Minutes Minutes
A $1.26 CM 860,269.07 1,529,497.00 $1.083,939.03
B $0.85 SM 141,312.42 189,595.98 $161,156.58
C $0.93 SM 57,071.00 85,445.00 $79,463.85
D $1.30 CM 926,051.13 1,466,050.19 $1,199,236.21

Other Costs not in Rate

$100,000.00




MARS Based Rate Calculation

» Traditional TRS and Speech to Speech done together

o]

Total Intrastate Payments per minute compensation

o Total Intrastate Conversation Minutes

o QOther Costs Paid to Providers

o Per minute Rate for Traditional TRS

o Per Minute Speech to Speech Outreach Additive

o]

Per minute Rate for Speech to Speech
» Caption Telephone and IP Caption Telephone
o Total Intrastate Payments per minute compensation

o QOther Costs Paid to Providers

o Total Intrastate Conversation Minutes

o Per minute Rate for Caption Telephone Services

$19,909,535

9,147,213

$4,014,789

$2.6155

$1.1310

$3.7465

$42,097,760

$237,490

22,214,101

$1.9058



MARS Based Services

May 1, 2016 Filing

May 1, 2015 Filing
Service Demand Rate Fund Demand Rate Fund
Rgmt Rgmt
Traditional TRS 1,963,360 | $2.2916 | $4, 499,237 2,300,487 | $2.6155 $6,016,925
Speech to Speech 120,000 | $3.4426 $413,122 134,620 | $3.7465 $504,356
Caption Telephone $1.8878 | $12,900,014 5,520,101 | $1.9058 $10,520,208
6,833,358
IP Caption 202,651,457 | $1.8878 | $382,565,409 284,112,735 | $1.9058 | $541,462,050
Telephone
Total 211,568,170 $400,377,772 292,067,943 $558,503,539
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CTS
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IP-CTS
Jan 2012-Jan 2016
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IP-CTS Cost

Category 2014 2015 2016 2017
Facilities 0.0501 0.0387 0.0410 0.0405
CA Related 0.2796 0.2865 0.2979 0.3039
Non-CA Relay Center 0.0601 0.0767 0.0672 0.0638
Indirect 0.3547 0.2751 0.2371 0.1880
Depreciation 0.0549 0.0397 0.0342 0.0310
Marketing 0.0738 0.0579 0.0579 0.0534
Outreach 0.0935 0.0903 0.0928 0.0863
Other 0.7261 0.6259 0.6155 0.6110
Return on Investment 0.0242 0.0122 0.0136 0.0143
Total Cost 1.7171 1.5031 1.4571 1.3924




MARS Revenue Alt

Fund
Rate Demand Requirement
IP-CTS $1.9058 274,021,611 $521.6 million
Other MARS services $17.3 million
MARS alternative 1 $1.4248 “ $409.7 million

MARS alternative 2 $1.76 “ $487.6 million



IP-CTS: Three Alternatives

Minutes Rate Revenue
Mars Rate 284,112,735 1.906 541,462,050
Average Cost Rate 284,112,735 1.425 404,803,825

Marginal Provider Cost Rate 284,112,735 1.76 500,038,414



IP CTS Costs as Reported and
Projected by the Providers

Reported and Projected IP CTS Costs

As reported in 2013 | As reported in 2014 | As reported in 2015 | As reported in 2016
Category 2011 | 2012 2012 | 2013 | 2013 | 2014 | 2014 | 2015
Facilities S 0.0095 S 0.0307|$ 0.0307 $ 0.0620|$ 0.0619 S 0.0448$ 0.0501 $ 0.0387|S 0.0410 S 0.0405
CA Related S 0.0616 S 0.2225($ 0.2225 $ 0.3833|S 0.3828 S 0.2536($ 0.2796 S 0.2865|S  0.2979 S 0.3039
Non-CA Relay Center S 0.0326 S 0.0691|S 0.0670 S 0.0642|$ 0.0620 $ 0.0562 S 0.0601 $ 0.0767(S  0.0672 S 0.0638
Indirect S 0.2983 S 0.2215($ 0.2200 $ 0.3083|$ 0.3080 S 0.3246(S 0.3547 $ 0.2751|S  0.2371 S 0.1880
Depreciation S 0.0553 $ 0.0617|$ 0.0617 $ 0.0676|S 0.0675 S 0.0499$ 0.0549 S 0.0397|S  0.0342 S 0.0310
Marketing S 02103 S 0.1425($ 0.1435 $ 0.1379|$ 0.1344 S 0.0806 S 0.0738 $ 0.0579(S  0.0579 S 0.0534
Outreach S 0.1087 S 0.1203($ 0.1206 $ 0.1407|$ 0.1405 S 0.0877|$ 0.0935 $ 0.0903|S  0.0928 S 0.0863
Other S 12818 S 0.7753 (S 0.8278 $ 0.8206|S 0.8211 S 0.6909|$ 0.7261 $ 0.6259|S  0.6155 S 0.6110
Return on Investment S 0.0259 S 0.0257($ 0.0257 $ 0.0175|$ 0.0175 S 0.0163|$ 0.0242 $ 0.0122|S 0.0136 S 0.0143
Total Reported Costs |$S 2.0840|$ 1.6693|$ 1.7195|S$ 2.0021 S 1.9957|S 1.6046|S$ 1.7170|S 1.5030|$ 1.4572|$ 1.3922
MARS Rate for the period 1.7630 1.7730 1.7877 1.8205 1.8895 1.9058
Average Cost Rate 1.4250
Marginal Cost Provider 1.7600
Sorenson Sorenson Sorenson Sorenson Sorenson
Providers included in Cost Sprint Sprint Sprint Sprint Sprint
Data Hamilton Hamilton Hamilton Hamilton Hamilton
Purple Purple Purple




IP-Relay Cost by Function for
2016-2017 Program Year

Tariff year

projected cost
Category 2014 2015 2016 2017 2016-2017
Facilities 0.0360 0.0255 0.0270 0.0278 0.0274
CA Related 0.1822 0.0903 0.1143 0.1166 0.1155
Non-CA Relay Center 0.1558 0.1424 0.1242 0.1237 0.1239
Indirect 0.1634 0.1383 0.1225 0.1251 0.1238
Depreciation 0.0133 0.0604 0.0390 0.0220 0.0305
Marketing 0.0529 0.0396 0.0378 0.0366 0.0372
Other 0.6569 0.7431 0.7274 0.7586 0.7430
Return on Investment ~ 0.0063 0.0087 0.0119 0.0098 0.0108

Total Cost 1.2667 1.2482 1.2041 1.2202 1.2122
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Video Relay Service

e Current Compensation Rates:
> Tier 1 (0-500,000 minutes per month)
o Tier 2 (500k — 1 million minutes per month)
o Tier 3 (> 1 million minutes per month)



Video Relay Service

» Cost Categories

o

o

Facilities-

Land, Buildings, Utilities, Property Taxes, etc.
CA Related-

Salaries and Benefits plus Subcontractor

Non-CA Relay Center Expenses-
Management, Staff, Telecom Billing and other “Center Expenses

Indirect Expenses
Accounting, Legal, Engineering, R&D, Operations Support, etc.

Depreciation Expense
Depreciation Expense associated with Capital Investment

Marketing Expense
Other Expense
Return on Investment @ 11.25% plus tax on equity return



VRS Per Minute Component Costs in Dollars

Category 2014 2015 2016 2017
Facilities 0.1988 0.1911 0.2040 0.2027
CA Related 1.4388 1.3871 1.4433 1.4565
Non-CA Relay Center 0.3380 0.3613 0.3612 0.3510
Indirect 0.5458 0.5127 0.5076 0.5028
Depreciation 0.1634 0.1202 0.1207 0.1278
Marketing 0.0476 0.0570 0.0558 0.0571
Other 0.0001 0.0003 0.0003 0.0000
Return on Investment 0.0322 0.0313 0.0281 0.0239
Total Cost S 296 S 2.86 S 295 S 295
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VRS Revenue

July — December 2016

January — June 2017

Demand Rate Revenue Demand Rate Revenue
Tier 1 $4.44/$5.29 $4.06/$5.06
10,833,285 49,511,875 10,998,621 46,486,612
Tier2 $4.44 $4.06
8,934,888 39,670,903 8,981,637 36,465,446
Tier 3 $3.68 $3.49
47,839,420 176,049,066 48,714,041 170,012,005
Total
67,607,593 265,231,843 68,694,299 252,964,064




Contribution Base Changes In
2015-2016

Period | MonthStart

1
2
3
4
5
6
7
8
9

10

7/1/2015
8/1/2015
9/1/2015
10/1/2015
11/1/2015
12/1/2015
1/1/2016
2/1/2016
3/1/2016
4/1/2016

MonthEnd
7/31/2015
8/31/2015
9/30/2015

10/31/2015

11/30/2015

12/31/2015
1/31/2016
2/29/2016
3/31/2016
4/30/2016

Contribution Base

$64,129,341,109.10
$63,974,283,904.25
$64,047,924,357.86
$64,001,417,948.17
$63,918,146,973.88
$63,900,642,950.68
$63,899,783,830.83
$63,899,893,802.76
$63,868,975,611.10
$63,867,489,082.80

Base Variance
($1,052,846,808.27)
(5155,057,204.85)
$73,640,453.61
(546,506,409.69)
(583,270,974.29)
(517,504,023.20)
(5859,119.85)
$109,971.93
(530,918,191.66)
($1,486,528.30)

Program Fund
$1,048,514,727.13
$1,045,979,541.83
$1,047,183,563.24
$1,046,423,183.45
$1,045,061,703.02
$1,044,775,512.24
$1,044,761,465.63
$1,044,763,263.67
$1,044,257,751.24
$1,044,233,446.50

Program Fund
Variance

$253,943,856.43
($2,535,185.30)
$1,204,021.42
($760,379.80)
($1,361,480.43)
($286,190.78)
($14,046.61)
$1,798.04
($505,512.43)
($24,304.74)



TRS Fund Requirement for
2016-2017

MARS Based Services $538,847,405
MARS Based Services Alt 1 $426,987,980
MARS Based Services Alt 2 $504,940,743

Other — including IP-Relay $219,382,218

VRS $525,504,968
2015-2016 Fund Size $1,048 Million
2016-2017 per MARS etc. $1,144 Million
2016-2017 Alternative 1 $1,013 Million

2016-2017 Alternative 2 $1,104 Million



