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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA .' 

• 

• 

Investigation on the commission's ) 
own" motion into the methoc1 of ) OIl 83-11-05- (Rulemakinq) 
implementation of the Moore ) (Filed November 30, 1983) 
universal Telephone Service Account. ) 

---------------------------------) 
OPINlQN MQDIPXING DECISION 87-10-Q88 

Pacific Bell filed a pet! tion for mexUfication (petition), 
of Oo~iG1on (0.) 87-10-088, Whieh 1mplomonto~ aureharqo tun4inq 
requirements tor the subsidization ot Universal Telephone Lifeline 
Service CULTS)., on December 18:,' 1987 .. 

By this petition, Paci~ie'Bell seeks to modify the 
decision to correct two· matters. First, it proposes that ordering 
Paragraph 1& o~the decision be modified to ~llow the local' 
exchange companies to recover federal excise taX' and similar state,! ." 
and local tax effects on am~unts'paid, forOL'rS from the UL'rS 'l'rust~ , ., 
Second, that the decision be modified to accurately describe 
Pacific Bell's ' position with. respect t,othe legislative' intent .o~ 
Assembly Bill (AB) 386 and AB 461. 

On the first matter, Pacific Bell asserts that the 
portion of Ordering Paragraph l&r~lating toexeise taxes 
conflicts with Internal Revenue Code (IRe) Section 42Sl(a) (2') whicb.. ,; 

, . 

requires the party,paying for' communications services, or in this 
case the 'O'LTS Trust, to·' pay the applicable excise: tax. ., ' . . 

In support of'its poSition', Pacific Bell cites Private 
Letter Ruling 8520059 of the Internal Revenue Service (IRS),. dated:: 

, .." 

February 20,,198Sand a Technical Advice Memorandtrm, (LTR 8709;O~6) 
. of the IRS, dated November .18', 19S6,AttAchment A anclB to the' 
petition. Al thouqh such, . pronouncements 'from. the'IRS Are not 
bin(Ung~ Po.citic :Bell, indiat.testluit they do- represent the likely 
IRS position on an issue • 
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We concur with Pacific Bell that the decision should ~ 
modified to allow utilities to recover excise taxes on OLTS 
programs from the ULTS Trust. 

On the second matter" Pacific Bell clarifies that it did 
not concur with AT&T Communications of California (AT&T-C) or with 
u.s. Sprint Communications company (u.S. Sprint) that the 
legislative intent of AS 386 is to require all telephone 
corporations to fund ULTS. Rather, Pacific Bell believed that AB ' 
386 Hcompletely leaves open the question of upon whom a ULTS 
surcharge can be applied."" FUrther, Pacific Bell recommended that 
the ULTSsurcharqe ,should be imposed upon the intrastate,. interLATA;-' 
(Local Access and Transport Area) services provided by the '. , 
interexchange companies. Accordingly r Pacific Bell requests that· " 
Finding of Fact 31 and Conclusion of Law 14 be modified to properly 
rofloct it5 pOGition. 

we. concur. Fin4i~ ot FAct 3.1 ISn4 Concluo£onot lAw ,14: 
Ahould bo modif'1oCl to omit 4ny rOf'oronc:o to P4e11:1e8011 • 
Findings ot faxt 

1. Pacific Bell filed a petition for modification of 
D.87-10-088on December 1S, 198-7. 

2. ordering Paragraph 16 relating to .excise taxes conflicts 
with Section 42S1(a)(2)of.the IRC. 

3. Pacific Bell did· not concur with. AT&T-C' or with u.S. 
Sprint that· the legislative int~nt of ,AB' 386 is to require all 
telephone corporation~ to fund' ULTS~ 

4. Pacific Bell., recommended that the' ULTS surcharge should:" 
.'. , . "I 

be imposed upon the intrastate, interLATA interexchange companies.~ ", 
Conclusion "ott.aw , 

Pacific Bell's petition tor modification 'of 0.87-10-088' 
.hould be granted • 
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Q.~ D E R 

IT IS ORDERED that: 
1. Findings of Fact 22 and 31 of Decision (D.) 87-10-088- are 

modified as follows: 
22. Otilities imposing tho surchargowould 

incur little or no additional income tax 
liability bOC4UGO tho aurchargo would bo 
taxable Incomo to theutilitios,upon 
receipt of surcharge money and deduetible 
as ordinary business expenses when paid t~ 
the Trust. 

31. AT&T' and U.S. Sprint assert that the 
leqislativeintent of AS 38& is t~ require 
all telephone corporations·t~ fund ULTS on 
an equitable basis. 

2. Conclusions of Law 12 and 14 of'O.87-10-0sa: are moditied 
as follows:' 

12. Income tax: effects'from the universal 
Liteline Telephone service CULTS)' shall not 
be recoverable from the ULTS,fund because 
the- utilities,.imposinq the surcharqe' are' 
expeeted to incur little orn~ additional 
income tax liabil.ity., However ,excise 
taxes and any sfmilar stataor local taxes 
imposed on amounts paid: for ULTS should be 
recoverable:from'the~UL'rSTrust. 

14 .. AT&T' and OS Sprint's interpretation of AS 
3.86" requiring all telephone corporations to
fund OL'rS,' on, an equitable basis should: be 
adopted .. 

3. ordering Paragraph 16 of O.87~10~088is modified as 
follows.: 

16. State, and' Federal income taxeffeets 
incurred, by,the utilities forULTS p:r;oqralDS ' 
shall not' be recoverable from, the' OLTS ' 
Trust; such effects shall, 'be recoverable' in', 

- 3 -

" , 



• 

• 

• 

OIl 83-11-05 ALJ/MJG/rsr 

general rate eases. However, any excise 
taxes and similar state or local taxes 
imposed on amounts paid for OLTS shall be 
recoverable from the ULTS Trust. 

This order is effective today. 

Oated FEB' 241988 ' at San Francisco', California .. 

, 
" 

I 

I 

STANLEY W. HOLET!' 
, ,presid.ene 

DONALO VIAL 
JOHN B~ 'OHAN,IAN 

Commissioners 

Commissioner ,Frederick R.Duda .. 
being necessarily a~~ent,. did, 
not participat.e.. ' 

-CommissionerG-. Mitchell wilk, 
being necessarily absent,. did, 
not participate_ 

_ .• --- .. -,~ .. " .• _ ... ,.<. 
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