
PUBLIC UTILITIES CO:-INISSION OF THE STATE OF CALIFORNIA 

cm'mISSION ADVISORY AND CO}JPLIANCE DIVISION 
Telecommunications Branch 

RESOLUTION NO. T-13005 
July 22, 1988 

ALL TELECO}IHUNICATIONS UTILITIES. ORDER ESTABLISHING A 
SURCHARGE NOT TO EXCBED ONE-HALF OF ONE PERCENT UNIFORNLY 
APPLIED TO A SUBSCRIBER'S INTRASTATE TELEPHONE SERVICE, OTHER 
THAN ONE-WAY RADIO PAGING SERVICE AND UNIVERSAL TELEPHONE 
SERVICE, BOTH WITHIN A SERVICE AREA AND BETWEEN SERViCE 
AREAS, TO ALLOW TELEPHONE CORPORATIONS TO RECO\'ER COSTS AS 
THEY ARE INCURRED UNDER SECTION 2881 OF THE PUBLIC UTILITIES 
CODE. 

_ su:·n'IARY 

• 

All Telecommunications Utilities will begin to assess a surcharge of 
one-half of one percent uniformly applied to a subscriber's 
intrastate telephone service, other than one-~ay radio paging and 
Universal Telephone Service (the basic monthly service), both within 
a service area and between service areas. This percentage rate 
surcharge will be implemented by October 1, 1988, and remitted to 
the Disabled Equipment Acquisition Fund,(D.E.A.F.) Trust through its 
Trustee. 

The D.E.A.F. Trust will reimburse all telecommunications companies 
for all costs incurred for their deaf and disabled telecommunications 
service programs from the available funds collected. 

BACKGROUND 

The D.E.A.F. Trust is currently being funded by a flat $0.10 
surcharge which all local exchange company subscribers pay on each 
telephone line they purchase. This funding generates approxi~ately 
$19 million per year. which causes the D.E.A.F. Trust program to 
operate in a deficit. The estimated 1988 budget for the program is 
$32 million. 

The changes to Public Utilities Code, Section 2881 (Senate Bill 
2268, see Appendix A) allows the Commission to establish a rate 
recovery mechanism through a surcharge of no more than one-half of 
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one percent. In addition. those utilities. (intcrexchange carriers 
and resellers. cellular radiotelephone carriers and resellers. and 
radio telephone utilities). that were once exempt from applying the 
$0.10 per subscriber line surcharge. arc nOR required to apply the 
surcharge of one-half of one percent to each subscriber's intrastate 
service. except for one-way radio paging service. 

DISCUSSION 

The D.R.A.F. Trust is presently operating from funds generated from 
a flat SO.IO surcharge on all local exchange company subscriber 
telephone lines. and has been operating with a deficit since early 
1987. This ten-cent surcharge generates revenues of less than $19 
million which falls short of covering the expected expenses of 
approximately $32 million for all deaf and disabled telecommuni­
cations service programs managed by the Trust. 

With the passage of Senate Bill 2268. interexchange carriers and 
resellers. cellular radiotelephone carriers and resellers. and radio 
telephone utilities, except for one-way radio paging service. are 
required to apply the one-half of one percent to each subscriber's 
intrastate service other than one-way radio paging and Universal 
Telephone services. 

With all telecommunications utilities collecting a surcharge for the 
D.E.A.F. Trust of one-half of one percent on their subscriber's 
intrastate service. both within a service area and between service 
areas. the program is expected to operate efficiently and without a 
deficit. 

We intend that all telecommunications utilities will file Advice 
letters implementing the surcharge and give notice to subscribers of 
the new funding mechanism. which is an increase. or a new surcharge 
for many subscribers. 

~e note that for the average residential telephone subscriber with a 
monthly bill of $26. the new monthly surcharge will be 13 cents. an 
increase of 3 cents. For business subscribers. the increase will be 
greater. 

Customer notice shall occur before September I. 1988. in order that 
the surcharge can be collected starting October I. 1988 for all 
monthly service (not exempt from the surcharge) billed in advance 
that month and for all usage after September I, 1988 that is billed 
on or after October 1. 1988. 

We intend that only the subscriber that is the end-user or consumer 
of telecommunications service should pay the surcharge. Accordingly. 
the surcharge should not be imposed on any telecommunications 
service that is for interconnection or access by common carriers or 
purchased by utilities acting as resellers to the public. 
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The surcharge should not apply to taxes or the following 
surCllal'geS levi ed on a subscriber J s sel'\'ice: 

1) Publio Utilities Commission Utilities Reimbursement 
Account fees (P.U. Code Section 431). 
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2) Universal Telephone Service fee (P.U. Code Section 139.2). 

3) FCC Network Access Charges for interstate calling. 

For Universal Telephone Service, only the basic monthly 
rate of that servioe will be exempt from the surcharge. 

The surcharge of one-half of one percent will remain in effect until 
June 30. 1990. or until further action. After June 30, 1990. the 
suroharge will revert back to 10 cents per subscriber line; the 
definition of a "subscriber line" is the subject of a proceeding 
before this Commission, Investigation (I.) 87-11-031. and an 
interim Decision. D. 88-05-065, has been issued May 25, 1988. 

FINDINGS 

1. Public Utilities Code Section 2881.(d). has been changed by 
legislation (Senate Bill 2268, see Appendix A) which i~plements 
a new funding mechanism of a surcharge to be uniformly applied 
to a telephone corporation subscriber's intrastate tariffed 
telephone service. other than one-way radio paging and Universal 
Telephone Service. both within a service area and between 
service areas. 

2. The present flat rate (S.IO/per subscriber line per month) 
surcharge mechanism is to be replaced by the new percent use 
surcharge mechanism. 

3. Due to funding problems for the past year (program costs 
exceeding revenues) the maximum rate of one-half of one percent 
will be imposed. 

4. The surcharge should commence on October I, 1988; for that month 
it will apply to all monthly service (not exempt from the 
surcharge) billed in advance and for all usage billed after 
September 1. 1988. which is billed in October or later. 

5. The surcharge may result in an increase for certain subscribers. 
Subscribers of interexchange carriers and resellers. and 
radiotelephone utilities, except for one-Hay radio paging 
service. are now required to pay the surcharge. Customer 
notice is required by all telecommunications utilitie£ before 
Septeober I, 1988. 
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The surcharge should be paid by the subscriber, that is, the end 
user or consumer of the telecommunications service. The 
surcharge should not be imposed on common carrier access or 
interconnection charges or for service purchased by utilities 
for resale to the public. 

1) The surcharge should not be applied to taxes or the 
following surcharges applied to the subscriber's service 
charges: 

Regulatory fee (P.U. Code Section 431), Universal Service 
fee (P.U. Code Section 739.i). FCC interstate network 
access charges). 

8) For Universal Telephone Service, only the basic monthly rates 
are to be exempt from this surcharge. 

9) The surcharge of one-half of one percent should remain in 
effect until June 30. 1990. unless further action is taken 
by this Commission. 

10) After June 30, 1990. the surcharge should not be more than 10 
cents per subscriber line; the definition of a subscriber line 
is defined by this Commission in Decision 88-05-065, resulting 
from our Investigation ~o. 87-11-031. 

IT IS ORDERED THAT 

1) In addition to the local exchange companies who are currently 
funding the D.E.A.F. Trust. interexchange carriers and resellers. 
cellular radiotelephone carriers and resellers. and radio telephone 
utilities, except one-way radio paging, will all begin to surcharge 
customers pursuant to Public Utilities Code Section 2881.(d). 

2) A surcharge of one-half of one percent will be applied to all 
telecommunication utility subscriber intrastate tariffed services. 
both within a service area and between service areas. The surcharge 
will take effect on October I. 1988. and shal] be identified on 
subscriber's bills as "communications devices funds for deaf and 
disabled". 

3) This surcharge will not apply to the basic monthly rate for 
Universal Telephone Service. nor to one-way radio paging service. 

4) The surcharge will not apply to taxes or to the following 
surcharges: 

1) Public Utilities Commission Reimbursement Account fees 
(P.U. Code Section 431). 

2) Universal Telephone Service fee (P.U. Code Section 
739.2). 
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3) FCC Network Access Charges for interstate calling. 

5) By September I, 1988. all telecommunication utilities shall file 
an advice letter providing implementation of this surcharge. 
The surcharge should commence on October I. 1988: for that month it 
will apply to all monthly service (not exempt from the surcharge) 
billed in advance and for all usage billed after September 1, 1988. 
which is billed in October or later. 

6) Due to the urgency of this matter and to meet the October 1, 
1988 deadline, the Commission shall make these advice letters 
effective on October 1, 1988. on less than regular notice if 
appropriate. 

1) All telecommunications utilities shall give notice to their 
customers of this surcharge by bill insert or other appropriate 
means before September I. 1988. Only the subscriber that is the 
end-user or consumer should pay the surcharge. Accordingly. the 
surcharge should not be imposed on any telecommunications service 
that is for interconnection or access by common carriers or 
purchased by utilities for resale to the public. 

8) All telecommunications utilities shall remit the funds collected 
under this surcharge to the D.E.A.F. Trust Fund through the Trustee 
specified by the D.E.A.F. Trust Administrative Committee. 

9) This surcharge will remain in effect until June 30. 1990, 
unless otherwise ordered by this Commission. After June 30 J 1990 
the surcharge will revert to 10 cents per subscriber line. 

I certify that this Resolution was adopted by the Public 
Utilities Commission at its regular meeting on July 22.1988. The 
following Commissioners approved it: 

STANl.EY W. IIULETf 
Ptcsid~p.l 

DO:-JAI.l) VIAI~ 
fHEDEiUCK R DUDA 
C. MITCIIEi.1,.. WILK 
JOliN n. OHANIAN 

Commls:sion{'u 

Executive Director 

; ,. 
til 



APPENDIX A 

Resolution T-13005, July 22, 1988 

senate Bill 2268 
Chapter 242 (1988) 
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An oct 10 amenet Section 2831 of tho rubHc Utilillcs (Mlo, rchUI18 
to tclephoncs.t dill) deebring the urgency tllercof. to Ial.:e erred 
hnmcdialc1y. 

(Al'f'Io,·tJ by Goarnor Juna »ll~ FIled "i1h 
Seenlll1 of SI.le June "".19531 

U:CISI..AlIVE COUNSEI."S D1GESr 

.. 

sn 22.(,3. n. Gteene. Tctccommunlca\lons l'cl'kes for the tlc.lf or 
severely Ilc~rrl1g imp3lre(I and tlu) (Jisahlcd. 

Under edstlllg law. tho Public Utilities Commission implemcnts 
programs wltc-relly leleC<lmmuntcatiollS de\'lces are furnislle<i to 
lc1cl'tlone $ut)scrillers who arc de3f or sc\'elely healing Imp:o.hcd and 
10 sl3tewille org3 nizaUons represenllng the dC':lt or se\'erc1y IINr ing 
ImpaIred ~Jl(1 whereby specialize() or supplemenhl lelel11loll0 
communfcallons equipment may be lllo\'lded to subscrlbeu W 10 arc 
cerlined to bo disabled. and to adjust o\'ccal1 rales not to eIeee() a 
10101 of 10, per telephone line of each subscriber per monlh to Pl)' 
(or all of theso programs. '1110 rom mission is requlrcd 10 establish 3 
separate (IInci (or each or the.se programs. 

'IMs bill wouM.untilJut)' I. 1990. direct tbe C<lmmfssron 10estaLJish 
a rale recovery mccllanism tluollgli a sUldl::uge of not morc 11.11.11 
Va % uniformly applied to 8 subscr iber's Intustale telellhone sen'ice. 
other than one-way radio 11aglng sen'ice 8ml unh'crul telephonc 
sef\'ice, (or thesc purposes. '1110 bill would direct the rommission to 
e.stabHsh lIlts S\lIch3Tge at ale\'c1 to produce rc\'enlieS of $32.00l.rm 
for J9S8. 

'1110 hill wouM delete tho requirement for aseparatc fUlul for each 
(lroglD Ill. 

The hill wouM (lirect the rommisslon to report to tho Legislature. 
by December 31. J9S8, ami alllUl3J1y thereafter, on the fiscal stalus 
of tllese programs, inclluJing specified maHeu. 

The bill wonM dedare Ihat it is 10 loke errcd immeclialely as nn 
urgency statute. 

11,8 "eople of 1118 Stare of ealifomta clo enacl at (ol1ou's: 

SEGflON I. Sec lion 2881 of tIle Public Utilities (Mle, is 
Rmefl{lNI to renrJ: . . 

2881. (a) The rommlsslon shall desIgn enel fmplement a progrom 
whereby eacl. telephone corporation s'Jall provide a 
teleC(Hlllll\lIIrcaliolU device capable of sen'lclng the needs of I11~ 
deaf or severely Ilcartng ImpaIred. togeiller willt 0. single party line. 
nt no dlalge (HI.lliUona) to the basic cIcJlange rale,lo I subsclibcr 
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\\ 1.10 is ~CI tifict' as dc .. f or sc\'ercly he~"fllg IlIllllhcd by A Iiccnsctl 
l"I)'sician. Gudiologist. or 1\ qu;)fifiCtI state ogcncy Glltl 10 Glly 
subscriber wMch Is nn organization lcprcscntlng tIle (leaf or se\'cre1y 
rlcaliug impaired. M ('etermlned alld s~dfied Ly Ibe (,()wmfss!on 
(l\Us\l~nt 10 subdivision (d). . 

. (L) '111o (,()lOrnlssion shan olso dedgn and 'ml1Jcment A progrllm 
whereby caclltdellhonc corpoHltion shall lnovitlo a (lllat paTty reby 
system. tlsing Iltircl parly 'uten'clltion to conncd ric.'lf or se\'('fety 
hcaling·illllllhcd IlCfSOIlS amI offices of org:mlzaUons representing 
.I,e deaf or se\'ercly llearing 'mplJrcd. a$ delcunJlled and specified 
II)' Iho COlll1uisstOIl pursuant to subtli\'lslon (d). with llenons of 
110,/11:11 hearIng Ly \\'3)' of lulclt'OlIllJ1uukalions ()c\'iccs for tIle deaf 
or sc\'elc1y Ilearing Impaired amI tIle telephone s)·stem. making 
nVOlibl)!e rcasonnble access of on ph:lSes of public tdeJlhone sen'ico 
toclea( or sC\'crely hearing imllairetllelel1hone suhscfibers.ln order 
lo lIla~e a clual p:nty rcb)' system whkh will meelthe lequiremellh 
of tlca( nml se\'ercl)' hearing·lml'Olired persons Available Gt A 
'reasonable cost, tile commission slt:::l1 Initiate nn 'l1\'cslfgalfon. 
comllltt Il\lhlic Ileafings to determine Ihe most wsl·elrccli\'e 
mcthOd of IllOviding llual party relay sel\·lce to the cleaf or sC\'crcly 
IIcaTing impaired when \Ising a telC«llllllltlllfcaUons dC\'ke, Dllll 
solicit the advice, counsel. and (lh)'skal R$Slst311(,C of sintewitle 
nonprofit consumcr organizations of lite deaf, during the 
llc\'c1011lllent ami hUJllcmentalion of tlle systcm. The colllmission 
sll:1I1I"13.50 in Illis progralll. on 3 geogrilphical Lasis, o\'cr a tlucc')'car 
pefioo cutling on Jalluary I. 1981. 

(e) '1110 commission sllall a!so design lIIl1l implement a pJOgram 
wllcrehy specialized or supplementa.l lelel)hone coml1lunicalions 
equipmcnt may be I'ro\'hled to subscrikl$ who arc ccrtified to he 
disahled 3t no ch:'l.rge 8dditlona.1 to the iJaste exchange fate. "111e 

· ccrlification, Including a slalemcllt of medical need for specializcd 
telephone cOmmuuications equipment. sllaH Le Illovided L)' a 
IItensecJ ph)'sidan 3ml surgeon acling within 111e scope of J.is or her 
lice me or by a qU3lified stato agcncy. as delermined by Iho 
commission. Tho commission shall, in this connection, study the 

· feasibility of, and IlIIlllement if (Ietcllnined to Le feasiLle.personai 
incomo criteria, In nddition to the mellicat certification of dis3biJit)'. 
ror determining a SlIl)SClibcr·s eligiiJilily under lliis sutxJiyision. 

(d) Tile wllImlssion shaH cstablish a rate recovery mcchanism 
tIHOUgl. a surcilarge not 10 exceed one·haIr of I perccnt uniformly 
apJltic(1 to a subscriber·s Intrasl3te telephone service. other than 

· ono-\\'a)" ta{lio paging scn'ice and unh'crsal tclepllouo service. oolh 
within a sen'ice arca :ll1d between service areas, to allow le1q)IIone 
cor poratiol.ls (0 recover costs (IS they are InClined untler lhis section. 
'1I1e sllrcharge for 1988 shall Le cSlaLlisiled nt n le,,'ol 10 prootloo 

11P\~cll\lcS of ~rnorc tl13n thlll)··two million dollars (t-J2.tXXJ.OOl). 
~)n .. ,\/I{\ (I[(c"y I. 1990. tIle commission' shaH eslnLlisJI the ratc 
ic((,\'ery IllCcll3l1ism as n surdunge nollo cxcecd len cellls ($O.lO) 
, ". . -- ~ .. 
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per month (or (,,1ch liho' of a suhscrilJer.11le WlTlmtssion shaH rcqllhe· 
Ihal the 11iOgUI.IllS fmlll('mcntcd under tMs scclion be hlculificd on 
subscriLeu' bills as "communication de\'iccs funds for de,)f nlld 
disabled" Rml S11311 establish a fund end requtre separate attolluHllg 
for cadi of the programs Imll!cmentcd under IMs section .. 

(e) 111e ronllllls.sion shaH determIne ,ud sp~df)' thoso statewitle 
organizations l~l1rcsen\Tng tho deaf or sc\'crcly hearing Impaired 
wlilela sll31) lccch'c a IctcromOlunkalJons devlco lluulI:\Il\ to 
suWi\'isioll (a) or a dual puly leby s)'stem pursuant to sulxli\'isioll 
(b). or 00llt, and In ",Mch offices 'he equ1pment shaH Le Inslalled In 
the case of nn organizatton haYing more than ona office. The 
colllmission shan dircct tho telephone t'Orporalions subject to its 
Juristlictloll to wmp1)' witl, its detennlnations AIlJ spccificatiollS in 
thh (eg3u1. 

(r) 111e wl\lm!sslon sllJ.lI prep:nc 8nd submit 10 the l.egisb\\Ir~, 
on or LerolC December 31. 19S9. and annually thereafter. a [('11Ol1 on 
the fiscal status of tho programs established nmJ (und('(llll\(SU~llt to 
this section RIHI Section 2881.1. ". I.e (cpoll s!J:,n include R stotelllelli 
of the surchargo Ie vet C.$tablished pursuant to sulxli\,rsfon (tI, allll 
rC\'CIlUCS produced L)· tllo smdl3rgc. 811 Rccounting of IlrogwlIl 
eJ.l1CllScS. and all C\'Slultion of options (or t'Oulrolling lhose clpcuse.s 
ami Increasing l1rogr8m effidcncy.lndmJing, hut not limited to,tlle 
following proposah: 

(I) The e.staLlis!unent of a means lcst for persons to q\laM)· for 
program cquiprnent or f.ec or reduced charges for the usc of 
telecollllllllllkaUon scn'lecs. . 

(2) Tile Imposition of limits or oilier lcstrlctlons on lll3l.ill\lll11 
mage Ic\'c1s for 111e relay sen'icc. which shall include tllo 
dC\'dopmcnt of a program to provide hasic COIllIl1\lI\lcatiOlls 
IccluirClllcnts to relay usen at disC'Qunle<1 rates 81lll. for usage in 
cxcess of those Lasic u:qulrements, at rates wlliclt reCOVcr tile filII 
costs of sCf\'ice. 

(3) More emcicnt mea.ns for oblaining 3mI clislliLllting 
equipment to (IUnlified subscribers. 

(4) The establishment of qua'ity slnlllhrds (or incre;lsillg the 
efficiency of 11 Ie relay s)'slem. 

SI~C. 2.. 'Ihis acl is an urgency statute necoss:"y for Ihe 
imllle(liate IHCSCf\'allo11 of tile lluiJlic peace.'leahh, or safely wilt.in 
tIle mcaning of Article IV of tIle Conslitlllion amI s'I~1l go into 
Immediatc e(fecl. '1110 fads wnstiluHng the nccessit)' a.e: 

An impcnding and substantial deficit will soon occur fnthe fumHng 
needed to support Ihe. lelecommulllca.lions access jllOgl311lS 
rC(luircd under SecUon 2831 of tile Public Utililtes Code due to t1m 
limitatiQus, imposed on Ille surcbarge \\'ltIch slll'porls thcst! 
lnogu'llus. In ordel 10 make Q\'oihbte adeql1:1to re\'elUlCS 10 sllJlJ>OII 
these progrnlJls llJ qukUr. 8S possible. it Is nccessru_llhis acllakc 
eHect iUlIllCtIi31e!y. 


