PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY AND COMPLIANCE DIVISION RESOLUTION NO. T-13005
Telecommunications Branch July 22, 1988

RESOLUTION

ALL TELECOMMUNICATIONS UTILITIES. ORDER ESTABLISHING A
SURCHARGE NOT TO EBXCRED ONE-HALF OF ONE PERCENT UNIFORMLY
APPLIED TO A SUBSCRIBER’S INTRASTATE TELEPHONE SERVICE, OTHER
THAN ONE-¥AY RADIO PAGING SERVICE AND UNIVERSAL TELEPHONE
SERVICE, BOTH WITHIN A SERVICE AREA AND BETWEEN SERVICE
AREAS, TO ALLOK TELEPHONE CORPORATIONS TO RECOVER COSTS AS
THEY ARE INCURREDP UNDER SECTION 2881 OF THE PUBLIC UTILITIES

CODE.

. SUMMARY

All Telecomnmunications 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-way 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 approximately
$19 million per year, which causes the D.E.A.F. Trust progran 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, (interexchange 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, are now 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.B.A.F. Trust is presently operating from funds generated from
a flat $0.10 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
P.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.

ke 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 1, 1988, in order that
the surcharge can be collected starting October 1, 1988 for all
monthly service {(not exempt from the surcharge) billed in advance
that month and for all usage after September 1, 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
surcharges levied on a subscriber’s service:

For Universal Telephone Service,
rate of that service 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, 1930, the
surcharge 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 Commission Utilities Reimbursement
Account fees (P.U. Code Section 431).

Code Section 739.2).

2) Universal Telephone Service fee (P.U.

3) FCC Network Access Charges for interstate calling.

only the basic monthly

Public Utilities Code Section 2881.(d). has been changed by
legislation (Senate Bill 2268, see Appendix A) which implenents
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.

The present flat rate ($.10/per subscriber line per month)
surcharge mechanism is to be replaced by the new percent use
surcharge mechanism.

Due to funding problems for the past year {program costs
exceeding revenues) the maximum rate of one-half of one percent

will be imposed. :

The surcharge should commence on October 1, 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.

The surcharge may result in an increase for certain subscribers.
Subscribers of interexchange carriers and resellers, and
radiotelephone utilities, except for one-way radio paging
service, are now required to pay the surcharge. Customer
notice is required by all telecommunications utilities before
September 1, 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.

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 739.2), FCC interstate network
access charges).

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

The surcharge of one-half of one percent should remain in
effect until June 30, 1990, unless further action is taken

by this Commission.

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 Pecision 88-05-065, resuvlting

from our Investigation No. 87-11-031.

IT 1S 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 pursuvant Lo 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 1, 1988, and shall be identified on
subscriber’s bills as "commnunications 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).




3) FCC Network Access Charges for interstate calling.

5) By Seplember I, 1988, all telecommunication utilities shall file
an advice letter providing implementation of this surcharge.

The surcharge should commence on October 1, 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.

7) All telecommunications utilities shall give notice to their
custonmers of this surcharge by bill insert or other appropriate
means before September 1, 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 telecomnmunications 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 Comnittee.

1890,

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

1990

I certify that this Resolution was adopted by the Public
Utilities Conmission at its regular meeting on July 22,1988. The
following Commissioners approved it!

STANLEY W. HULETT
Presideny
PONALD VIAL
FREDERICK R DUDA
G. MITCHELL WILK
JOIIN B OHANIAN
Commissioners




APPENDIX A

Resolution T-13005, July 22, 1988

Senate Bill 2268
Chapter 242 (1988)
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CHAPTER 242

An act to ameid Sectlon 2831 of the Public Utilities Codle, relating
to telephones, and declaring Wie urgency theieof, to lake elfect
Immediately.

(Approved by Governor Juns 3, 1883, Fited with
ret Sec:{luy of State June 5\). 1853 )

LEGISLATIVE COUNSEL'S DIGEST

S11 2268, I. Gyeene. ‘Felecommunicatlons devices for the deaf or
severely hearlng impatred and the disabled.

Under existing law, the Public Ulilities Commission implements
programs wheicby telecominunlcations devices are furnished to
telepliene subsciibers who are deaf or severely heatlng impatied and
to statewide organizations representing the deaf or severely heating
impaired and whereby specialized or supplementel teleplione
communicalions equipment may be provided to subsciibers wlio are
cettilicd to be disabled, and to adjust overall rates not to exceed a
tolal of 10¢ per teleplione line of each subsciiber per month to pay
for all of these programs. The comnmlssion is required to establish a
separale fund for cach of these programs.

Ihis bill would, untilt July 1, 1990, direct the commission to establish
a rate recovery mechanism through a surcharge of not more than
Y2 % uniformly epplied to a subscriber’s Intrastate teleplione service,
other than one-way tadio paging service and universal telephone
seivice, for these purposes. ‘The bill would direct the cominission to
establish this surcharge at a level to produce revenues of $32,000000
for 19588 )

‘The bill would delete Ihe requirement for aseparate fund for each
progiam.

The bill would direct the commission to repoit o the Legislature,
by Decemnber 31, 1988, and annually thereafier, on the fiscal stalus
of these programs, including specified matterss.

‘The bill would declare that it is to take effect immediately as an
urgency stalule.

The people of the State of California do enacl as follows:

SEGIION ). Seclion 2831 of the Public Ulilitics Code, is
amended lo read: .

2881.  (a) The commission shall design andimplement a program
whereby each telephone corporation shall provide a
telecommunleations device capable of servicing the needs of 1he
deaf or severely heailng Impalred, together with a slngle party line,
at no chaige additional lo the basle exchange rate, log subsceiber
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who s gedlificd as deaf or severely hiearfug hinpalred by a licensed
plysician, audiologist, or a qualified state agency aud to any
subsceiber whichis an organization representing the deaf or severely

~ heating impaived, as delermined and specified by the commission
puesuant to sulxlivision {d). )

* (b} ‘the commission shall also design and Implement a program
whereby each teleplione corporation shall provide a dual patty relay
system, usiug third pacly futervention to connect deaf or severely
hearing-impatied perssons and offices of organizations representing
the deaf or seve:e!y heating impaired, as deteunined and specified
by tle commission pursuant to subdivision (d), with persons of
normal hearing by way of Intercommunications devices for the deaf
or seveiely hearing timpaired and the teleplione system, making

¢ available reasonable access of all phases of public telephone service
todeaf or severely hearing impaired telephene subsceibers. In order
lonake a dual parly relay systein which will meet the requitements
of deal and severely lhearingimpaired persons available at a
‘teasonable cost, the commission shall tnitlale an investigation,
conduct public hearings to detennine lhe nost cost-elleclive
nicthod of providing dual parly relay seivice to the deaf or severely
hearing impaited when using a telecommundcations device, and
solicit the advice, counse), and plysical assistance of slalewide
unonprofit consmner organizations of the deaf, during the
development and tmiplementation of the system. "the conunission
shall pliase fnthis program, on a geograplical basis, over a thiee-year
period ending on January 1, 1987,
{c) "the commission shall also desigi and implement a program
whereby specialized or supplemnental telephone communications
. equipment may be provided lo subscribers who are cerlified to be
disabled at no charge additional to the basic exchange rate. The

“certificalion, including a statement of medical need for specialized
telephone communicalions equipment, shall be provided by a
ltensed physician and surgeon acling within the scope of his or her
license or by a qualified state agency, as delermined by the
commission. The commission shall, in this connection, study the
feasibility of, and finplement if determined to be feasible, personal
incoine crileria, in addition to the medical cerlification of disability,
for delerining a subsctiber’s eligibility under this subdivision.

(«}) The comnission shall establish a rate recovery mechanism
thiough a surcharge not to exceed one-halfl of 1 percent uniformly
applied 1o a subsceiber's Intrastate telephone service, other than

“one-way radio paging sctvice and univeisal telephone service, both
within a service area and between service areas, to allow telephone
corporatioys lo recover costs as they are fncurred under this section.
“Ihe surcharge for 1988 shall be established at a Jevel to produce

ypvehues of pad more than thisty-two million dollars ($32,000,000).
On and oftcgly 1, 1990, the commission:shall establish the 1ate
1dcavery mechanism as a surcharge not to exceed ten cenis {($0.10)

.
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per month for cach line of a subsceiber. The commission shall requiie -
that the piograms inplemented under this section be ldentificd on

subsceibers’ bills as “communication devices funds for deaf and

disabled™ and shall establish a fund and require separale accounting

for cach of the programs implemented under this section. -

(e} The commission shall determine and specify thosé slatewide
organizations represenling the deaf or severely heating tmpaired
which shall teceive a telecommunicalions Jevlco puisnant o
subdivision (a) or a dual parly relay systein pursuant to sulxlivision
(b), or both, and in which offices the equipment shall be installed in
the case of an organizalion having more than ouns office. The
comnission shall direct the telephone corporations subject to its
Judisdiction to comply with its detenininations and specifications in
this segard.

{f) The commission shall prepare and submit to the Legislature,
on or before Decenber 31, 1983, and annually thereafller, a tepotl on
the fisca) status of the programs established and funded pursvant 1o
this section and Seclion 2531.1. ‘T he repoit shall include a statement
of the surchaige level established pursuant to subdivision (d) and
revenues produced by the surcharge, an accounting of program
expenses, and an evaluation of oplious for controlling those expenscs
and incteasing program efficiency, including, bul not limited to, the
lollowing proposals:

(1) The establishuncnl of a means test for persons to qualify for
program equipment or fiee or reduced charges for the use of
telecommunication services. ’

{2) 'the hmposition of limits or other restrictions on maximum
usage levels for the relay service, which shall include e
development of a prograin to provide basic communicalions
requitencnts o relay users at discounled rates and, for usage in
excess of Lthose basie requirements, at rates which recover the full
costs of service.

{3) More efficient means for oblainiug and distsibuting
equipinent to quatified subsceibers.

(4) ‘The establishment of quality stendards for increasing the
elficiency of the telay system. .

SEC. 2. 'This act i3 an urgency statute necessary for the
immediate preservation of the public peace, health, or safely within
the meaning of Article 1V of the Constitution and shall go into
immediate effcet. ‘The facls constituting the necessity are:

Animpending and substantial deficit will soon occur in the funding
needed lo support the. telecominunicalions access programs
required under Seclion 2831 of the Public Utilities Code due ta the
limitalions. finposed on the surcharge which supporls these
programs. In cider to make available adequate revenues to suppmt
these prograins as quickly as possible, it is necessar).l this act lake
effect immediately, )




