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FILED/ ACCEPTED 

JUN - 7 ?01? 

Federal Commumca~OilS Commission 
Office of !Ita Secretary 

Re: Structure and Pra<lices of the V1deo Relay Sen•ice Program, CG Docket No. 10-51; 
Telecommunications Relay Services and Speech-to-Speech Servzces for lndiwduals with 
Hearing and Speech Disabilities, CG Docket No. 03-123 

Dear Ms. Dortch and Mr. Hlibok: 

On behalf of Sorenson Communications, Inc. ("Sorenson"), undersigned counsel submits 
the attached presentatiOn containing H1ghly Confidential Information under seal pursuant to the 
Second Protective Order Issued in the above-captioned proceedings on May 31, 2012. The 
presentation wa> d1stnbuted at a meetmg among representatives of Soren>on, Madison Dearborn 
Partners, and Commi"IOn staff that we descnbed in an ex parte letter filed on May 10. 2012. 

As required by paragraph 12 of the Second Proteuive Order. we subm1t: (a) one copy of 
the presentatiOn containing Highly Confidential InformatiOn to the Secretary's Off1ce along w1th 
th1s cover letter: (b) two copies of the presentation m redacted form to the Secretary's Office 
along w1th thu; cover letter; and (c) two copies of the presentation containing H1ghly 
Confidential InformatiOn to Gregory Hlibok along with this cover letter. We will also file a copy 
of the redacted version via ECFS. As reqmred by paragraph 3 of the Second Protectzve Order, 
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REDACTED- FOR PUBLIC INSPECTION 

we have rccc1ved wnttcn approval from Comm1ssion staff for the conf1dent1ality des1gnat10ns in 
the f1ling. 

cr;;· CharlesB~ 
Counsel to Sorenson Communications. Inc. 
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Executive Summary 

REDACTED--FOR 

Text redacted in yellow denotes HIGHLY CONFIDE 

,. We appreciate the opportunity to discuss VRS revenue methodology, cost structure and Sorenson's financial constraints with the 
FCC 

,- Sorenson is the low cost provider of VRS with a proven history of mnoval!on, rehabihty and ethical conduct of our busmess 

:.- Tiers are wasteful and inefficient. There i> no JUstification for expandmg tiers, and the tier differentials should be ehmmated as the 
first step m the rate reforms 

:.- The 18 percent flash rate cut m mid-2010 caused great uncertainty in the financial markets regarding the stability and future of the 
VRS program 

and tried to mimmiLC disruphon m service, but as you will see-

We are also at our hmits operatiOnally given the difficulty of staffing to our customer needs and providmg the support they 
demand under the current structure 

,.. As the NPRM recognized, we have actively participated with the FCC since it began its VRS review in 2010. Substantial time has 
passed and we must execute a refinancmg of our debt by 

- The uncertamty around the VRS program and Sorenson in particular have made this much more difficult and expensive 

Sorenson and Its customers will benefit greatly from clarity on the VRS revenue model for as many years as possible m order 
to accomplish the refinancing 

:.- We beheve a transition to a per user system is desirable 

- The per mmute system has resulted in fraud by smaller players 

- The objections to the system on the basis of potential impacts to service can be m1ligated or ehmmated through service-level 
reqmrements that Sorenson supports 

- The industry will require a period of time to transition to such a system but once implemented it should provide the FCC 
with better accountability than the current system 

- A refinancing of Sorenson's debt is only possible with the long-term clanty and predictability that should result from the per 
user system 

:.- We hope our presentation and discussion today will help the FCC appreciate the financml constramts faced by Sorenson and 
illustrate a path forward 
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Sorenson 2012 Financial Default Analysis 

( $ m millwns. etcept Rate per Mmute) 
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Text redacted m yellow denotes I 
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Text redacted in yelow - H 

Comparison of FCC NPRM Stated VRS Costs and Sorenson Results 

Active Users are assumed to represent 

Cost Category 

CA-Related li e VRS COGS) 

1TRS Access Technology (1 e Outreach & Support and Engmeenng) (~} 

General & AdmmJstratJ>...e 

Total D1rect VRS Operating Costs 

Other Actual Costs (Includes Interest & Taxes) 

of Unique Users (See Exhibits) 

$2,100 

325 

970 

$3,395 

0 

I --, 

I Total Cost Per Active User $3,395 ~ 

Com pan son of Implied Per M mute Costs 

Cost Category 

CA-Related (1 e VRS COGS) 

1TRS Access Technology (1 e Outreach & Support and Engmeenng) (JI 

General & Admmtstratl\.e 

Total D1rect VRS Operatmg Costs 

Other Actual Costs tlncludes Interest & Taxes) 

.·~ i.Billl'~"hW: . '- -7';:-,-~·:---::. ............... .. ........ ...,,~ 
,.--v• ~ Rfli~f; ,•-· 

$2 50 

0 39 

1 15 

$4.04 

0 00 

Vanance 

(Sorenson vs FCC) 

I Total Cost Per M1nute $4.04 ---~ 

(11 F1gurcs rcfk-,Lt 2011 (, -\AP rL-.ult' 

C. I 

"' '" 
J\~,umL' a(..tl~C u~crs represent ofSoren~on's umquc uscts (as ofD~ccmbcr .!Ull) 
%rcn~on Enj!;mccnng: Cost~ mcludc dcprccJJ.tJon to rdlcd capJtJ.lloSt' rd<~.io.:J tu vJde<J phtml~ 
FCC :NPRM !llu~tratt\C C'l:amplc Cll:e.i 70 U MOLl ~on.n,on MOU un 1\v~r<~.gL Total Jn,tallcd l T,cr fla<;c v..a<; n 2011 4 



REDACTED--FOR 

Text redacted 1n veflow denotes HIGHLY CONFIDE 

Sorenson Projected Costs & Proposed VRS Compensation Structure(!> -----------1'61>'''<''­Active Users are assumed to represent ' '-"-'~-----------of Unique Users (See Exhibits) 
,. Phase I rate of reflect-:, the rate per active user rcqmred to approxtmatc revenue ncutrahty rclatlvc to mtcnm rate~ upon aduptwn of per 

user strucmrc The fh e ye-ar duratton of Pha~c I 1~ meant to gl\ e providers adequate tunc to mJ.ke changes nece~sary to meet the constramts of the 
Pha'c II compensatiOn leveL and ultnnately the Post Phase II compensatwn level 

,..- Ph,,e II rate of reflect' the mtdpomt of the Phase I and Post Phase II tate' 

,..- Po,l Phase II rate of '>'htch reflects a reasonable profit margm on current Jrrect operatmg cost> per user ofapproxtmately and 

Ill 
!"".') 

would he subject to ad.Ju,lment for mflatton and producttvtty factof'12 ' 

Cr,,t ngurc<; rdkct 1\.IDP tJA.•\f' p1oi~C1lutb 

f'rupu,LJ P0;t Ph<~s~ ll LHmpLn,dlr•m rdtc dr>e' nut contcmphtc 1<1'--'' \llHLh ~rc nL>trclkd~J lll th~ ~l'r~ ur~r.;llng u"! hfUTC ,lf r('r ,lCt!W US('f 5 



" 

Text redacted in yellow denotes H 

Sorenson Historical VRS Cost Structure (GAAP) 

Active Users are assumed to represent of Unique Users (See Exhibits) 

H1stoncal 
2006 2007 2008 2009 2610 2011 

L 

' ... , ... , 

I 

c 

L 

I lllrlllrlra. 
{ 1) lnLludv, gLnlrdl and aolmlnl~trntl• e co~ts 
(.2) A~~umc~ mm1mum ta,es ol pcr act1vc usc! Ta'\ figures ~huv.n rLih.Lt t:'-1-tm..,; Ldpltal ~truLlurc 6 



REDACTED--FOR 

Text redacted in yellow denotes HIGHLY CONFIDE 

Sorenson Projected VRS Cost Structure (GAAP) 

Active Users are assumed to represent of Unique Users (See Exhibits) 
, Assumes Per Active User Compensal!on of begms January I, 2015, wtth step downs to m Jan 2020 and 

, A"umcs broadband 'ub>tdtc' abo bcgm on January I, 2015, whtch dnves mcrease m market mstalb to by 2017 

, Assumes Sorenson's market share declines from today to by 201 R 

Actual ProJected 
2011 2012 2013 2014 2015 2016 2017 2018 2019 ""' ""' '"' 

L 

n Jan. 2025 

2023 2024 

I •• •••• •••• 
L 

I 

Nuk Ftgurcs rdkLI MOP pruJ<.dlOn~ 

"' (~I 

Jndud~~ general and admmtstrJtl\'C costs 
c\s~umcs mmtmum ta\.e~ of per a.ctt\ c uscz 

c J 

c c_ 

L L 

•• •••• •••• 
Ta>. figure~ shuv. n rLilLL t L"\t~tmg Ldptldl '\rudurL 

2025 

J 

j 

J 

j 

j 
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Market Sizing Analysis 

REDACTED--FOR 

Text redacted 11 yellow denotes HIGHLY CONFIDE 

VRS market opportunity defined as number of households with one or more individuals who use 
ASL as their primary language and have access to broadband 

Lsmg: available Ie<iearch, MDP has attempted to sue the VRS markd, but reLent new u~er tn:nd::. 
Moreover, It remams to be seen how the broadband 

::.ub~td:y \\auld\\ ark and \Vhat, tf any. effect, tt would ha\'e on users. 

SIPP ~urwy "<IR.,.'Iur><.y <;~h<ln &. Ddl. 'lunq 

At best can bear&. undersiiU!d lno:lnltdthn could not hear 
Oue<llon to lllou ~ur,.,)cd ~unrtmnAll} deAf'" ,..,.,.., •hnut•d on hotter eAr"' or unrk'r1t.md •reech 
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lru m1 111 dout po1 '""' 1.n. eoallll ~ Pnp c~""ti 11•1• ht ~~en \'1'~1- Jn[j 1 
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~ J 
ill ~urH) nflnLCime ~nd Pl'f'gram PdrtiCipd!Wn l~lPPl, Pdnel lOU! \\-a\e ~ puhhc u'~ hie funcllmHllV n .. r, Jchm,l•~ people "I"' .rn;."' ruJ tffirrrutndJ tu ~tther "Un•bk to he.;rd Ol1rrndl cum~""hun e• en 1\tth hednng atJ" dnd Per~on 10 deaf' 
t ~ 1 Va•l tnd H~~lth \ttlhhc, "Pn' tleru e rlml C'h.lrdltm,tJC, ofPer>on w1th llearm~ Trouble llruted StJte,, I 'I'XJ.-'ll" l'uhh•hed M•rch J'l'l-1 Pg ~ 

t31 'The Deal Popul.l!on ol the llmted '>tuk.' Jemnte 0 '>• hun md Morell~ T Dtll Jr tl 074) pg lb 

8 


