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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

COMMISSION ADVISORY , cOMPLIANCE DIvIsION 
Telecommunications Branch 

B~SO.L!l~~OB 

RESOLUTION NO. T-13061 
April 26, 1989 

RESOLUTION T-13061. ALL TELECOMMUNICATIONS UTILITIgS, 
ORDER LOWERING D.E.A.F. TRUST SURCHARGE TO BE UNIFORMLY 
APPLIED TO A SUBsCRIBER'S INTRASTATE TELEPHONE SERVICE, 
OTHER THAN ONE-WAY RAD16 PAGING SERVICE AND UNIVERSAL 
TELEPHONE SERVICE, BOTH WITHIN A SERVICE AREA AND 
BETWEEN SERVICE AREAS, TO ALLOW TELEPHONE CORPORATION TO 
RECOVER COSTS AS THEVARE INCURRED UNDER SECTION 2881 OF 
THE PUBLIC uTILITIES CODE. 

suMMARy 

By t}:lis R~solutiont ail.Tei.ecomm\ih~cations utilities wiil l:ow~r 
the ,Deaf Equipment Acquisition FUnd (D.E.A.~.) Trust surchai;:'<i~ . 
Uniformly applied to subscriber's intrastate telephonE! servj,ce, . 
other that one-way radio paging and Universal Teleph6ne service 
(the basic monthly service), both within a service.area. and.·.·. 
between service areas from the current level of one-half of one 
percent to three-tenths ot one percent, This three-tenths of 
one perCEn\tag~ rate surc~arge w~ll be effective fo~ billing· .. 
cyoles occurring on or after J~IY 1, 1989, and will be remitted 
to t~e the Deaf Equipment Acquisition (D.E.A.F.) Trust through 
its Trustee. 

The requirements for the remittance 6f revenue generated by the 
D.E.A.F. Trust surcharge to the D.E.A.F. Trust wili be changed 
so that utiiities ~eceiving less than one thousand dollars of . 
monthlyreven~e will repo~ ~nQ remit such revenue on a· 
quarterly basis. Those utilitiE!s generating more than one . 
thousand dollars monthly trom the surcharge will continue to 
report and remit the revenue to the trustee of the D.E.A.F. 
Trust on a monthly basis. 

. . 

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 at a percentage 
surcharge rate of one-hait of one percent Which is appiied to a 
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subsoriber's intrastate service, other-than one-way radio paging 
and Universal T~lephone Service, both within a service area and 
between service areas. This fundlnq qenerates appro~i~ately 
fou~ million dollars monthly which e~ceeds the Trust's monthly 
expenditures of appro~imately $2.3 million. 

In 1987 and 1988, the D.EiA.F. Trust ex-petlEmced a fUnding 
crisis which resulted in firstL inoreasing the Burcharge from a 
flat rate of three cents per telephone line to ten cents per 
line- and. secondly, the legislature's amendment ot the PUC code. 
with the p~ssage of senate ~ill 2268, the changes to pUblio 
utilities Code, section 2981, allowed the Commission to 
establish a rate ~ec6very mechanism through a surcharge of no 
more than one-half of one percent. 

To alleviate deficits initiat~d by the addition of tW() new . 
legislated proqraJn~, the california Relay system. (CRS). in ". 
January 1987 (SB,244,chapter 741, 1983) and the disabl~d ' . 
suppi~m~lltalequipment distribution in June 1987 (sa' 60 ~." c~apter 
585, 1985)the maximum s~rcharge Percentage rate of one'half of 
o~e J?e~cEm~ was assessed to e~ch .. subs,?riber' sinttastate... . . 
serv1ce, e~~ept for one-way radio p~g1ng.service and basic 
universal L~feTeleph6ne service •. This inciu,ded inteiellcha.nge 
carriers and rese~lerstcellUlar i:'adi()tel~ph6ne carrier-sand .' 
resellEU':s, and radio telephone utilities tl1at were 6nce exempt 
frOIil applying the surcharge. Nowth~t the D:E._A~F, Trust has 
reimbursed the telephont!. compiul1es ,for pr$Vi6Us. expenses "c' ..... 

i.ncurred but not paid arid "has Ve~itied initial. surcha~qe reVenue 
estimates l?y more than siX-months operating.eXperience, we'note 
that the highest percentage surchai:'g~ rate allowed by law is no 
longer necessary to ensure full operations. 

DISCUSSION 

The D.E,A.~. Trust FUild l~' ,presently operatlrig at surplus 
resulting frOm the one~half,ofone percent surcharg~. 
In a letter written to commission Executive Director victor 
weisser, DiE.A,F, T:rustAdministrative Committee chai:rman John 
K. Mott recomIil.ends that the surcharge percentage rate be reduced 
to three tenths of one percent. . 

The D. E.A. F~ Trust sUbmittEid the 19S, PJ:09ra'm budget based, oil a 
reduction. of the surcharge and estimates that, 'even with the 
dec~ease in, surcharge, the fUild balance wiii' grow by '. 
appro}:CimatelY . one percent per month. The 0 i E. A, F i. Tru~t . . 
Admin~strative committee has. advised that the one percent growth 
r~te in the,fund will allow for 'moderate prbqram growth in 1990 
without adjUsting the surcharge. 

The new surcharge will be effective for each t~lecommunications 
utility's billing cycle beginning on or after July 1, 1989. 

All telecommunications utilities will iile advice letters 
implementing the lower surcharge to be effective on regUlar 
notice prior to assessing the lower surcharge rate. 
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It is intend~d that only the ~ubscribe~ that is the end-user 
ox consumer of telecommunications service should pay the 
surcharge. Accordingly; the surcharge should not be imposed 6n 
any telecommunications service that is for interconnection or 
access purchased by utilities actinq as resellers to the publio 
or by common carriers. 

The surcharge should not apply to ta~es or the following 
surcharges levied on a subscriber's servicet 

1) 

2) 

3) 

publio utilities commission utilities Reimbursement 
Account fees (P.U. Codp. section 431). 

Universal Telephone service fee 
(P.u. Code section 879) 

FCC Network Access Charges tor interstate calling. 

For Universal Telephone service, only the hasio monthly rate of 
that service wiil be exempt trom the surcharge. 

Staff has recommended that the remittance schedule for utilities 
collecting monthlYD~~.A.F' Trust surcharge revenues of ies~ 
than one thousand dollars be changed forn the current monthly .. 
reporting requirement to reporting and remittance on a quart~rly 
basis •. Th~timing tor the reporting of. th~ surcharge reVenue. 
for utilities. collecting uitd~r one thousand. dollars per month. 
will be as foll6ws~.'. utilities would accu~tilate. the surcharge' 
revenue from the bills of February - Apr~l whicn is to be 
r€-~l~tQd to the .TrUst by the tenth d~y of June, the second month 
prece~dih~ the final billi~g month of the quarterly cycle. The 
revenues from the months of May ~ July, AUgUst - October, 
NoVember - Ja.nuary should be remitted to the Trust in the months 
of September, December, and ~arch, respectively, 

The rationale for this modification is that since the D.E~A,F. 
Trust surcharge has been a.pplied to all utilities other than 
one-way paging and basic Universal Telephone service, the 
trustee has received. monthly remittance checks' of less.' th~ui one 
dollar. In such cases the cost ot processing the remittan¢eof 
the surcharge to the Trust is greater than the actual.amount .' 
remitted,. R.~portinq on a quarterly basis, will a;liowthe. . 
trustee of the D.E.A.F. TrUst FUnd to continue to monitor the' 
compliance of util~ties'while dec~~asing thE! costs Of adherence. 
The reporting requir~ments for util~ties col~ectinq monthly' 
revenues in excess of one thousand dollars will continue to 
remit sUch revenues'on a monthly basis. 

The surcharge will remain in effect until further action is-
taken by the Commission . 

Although we note that at a surcharge ot three-tenths of one 
perc~nt, the Trust will accumulate a cash balance of $i9~4; 
million at the end of i989 and it cash balance of $20.6 million 
in ~uly of 1990: on JulY 1, 1990, the rate recoverymecha~ism 
authorized by the Public utilities code section 288i.(d) reverts 
back to a flat ten cents per subscriber line. This is the 
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equivalent Of $19 ~illi6n revenue p~r year, whioh is well below 
the current expense level of $28 mIllion per year. Althou9h 
proposed legislation may extend or remove the sunset pr6vision 
in 1990 for the percentage, use', surcharg~ mechanism, We will 
continue to monitor the funding situation olosely and he 
prepared to continue to provide the programs in a detioit 
spending mOde (depleting any Fund surplus) until a long term 
solution is found that matches prOgram expenses with authorized 
revenues. 

FINDINGS 

1. Because the.D.E.A,F, Trust now has a bud~et surplus, the 
maximUm. one-half Of one percent 'surcharge will be reduced to 
three-ten~hs of one p~rcent to b~ uniformly applied to " 
subscr ib~:r ~ so intrast~.t~, ~e.1~J,)!1~tlEt.; ~~ry ~~.~, 6t.h~l':_~ha~ C?~.~7way' , 
radio pag1ng and universai TelephonQ Service (the basic monthly 

,service), ~oth within a service are~ and between service areas. 

2. The reduction 6f the surcharge rate tothre6-t(mths otona 
percent is recommended by' the D.E.A.F, Trust Administrative 
committee. staff concurs with this recommendation. 

3 t The D.E, A. F, Trust subInt tted. tl:te 1989 proqran\ budget ba~ed 
on a redUction of the sur-charge and estimates" that, even with 
the decrease in the sur-charge, the fund bAlance will gro~ by 
approximately one percent per month. . , 

4 •. The new surcharge perceritage *ate wIll be effective for the 
billing cYcles beginnin~ on or after July i, 1989, for all 
telecommunications uti11ties. 

5. Ali telecommuilication utilities will fiie advice letters to 
be effective on regUlar notige implementing the lower surcharge 
rate. 

6. The surcharge shoUld be paici by the sw;>scriber; 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. 

7. staff has reco~ended that the remittance Sch~dule for 
utilit~es coliecting monthlY revenUes of less that one , 
th6usa~d dollars per month be changed from the current monthlY. 
reporting requirement to reporting and remittance on a 
quarterly basis. 

8 •. The timing for the reporting of the surcharge ·t6rutilities 
collecting under one thousand doiiars per monthwoU!:;" be as 
fOliows! u~ilities would accumulate the surcharqerevenues from 
the bills of N6yember - January to be remittedtq the Trust by 
the tenth day of March. The revenues generated fron the 
surcharge applied to the bills from,Feb~ary~ April, May -' 
July, August - October would be remitted to the Trust by the 
tenth day of June; September, and December, respectively. 
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9. Those utilities colleoting oVer one thousand dollars in 

• 
monthly sUrcharge revenUes will continue to remit the surcharge 
payments on a monthly basis. 

10. The surcharge should not be applied to taxes or the 
following surcharges applied to the subsoriber's service 
charges I 

Regulatory.fee (P.u. COde,section 431), Universal service 
fee (P.u. Code section 819), FCC interstate network access 
charges. ' 

11. For universal Telephone service. only the basio monthly 
rates are to be exempt from this surcharge. 

12. This'surc~arge 6£ three-t~nths 6f one percent will remain 
in effect until further action is taken by the commission. 

THEREFORE, IT IS ORDERED that: 

1) All telecommunications utilities including local e)lchange', 
~?inJ?aniest iiltereXChanqe.·~arr~ers ~nd resellers

1 
cellula~. 

racb.otelephone car~iers and resel~ers , and rad 0 telephone 
utilities, except for one~way radio paging, shall lower the 
current D.E.A.F T~st surcharge rate 'of one-half of one percent 
to three-tenths of one percent. 

2) The D.EL~A.~~T~S~ su~c~cirqe, <?f ~r~e-tanths of ~ne_~~r~~ilt, 
shall be applied to all telecommun1cat10n utility subscr1ber 
intrastate tariffed services, both within ~'serVice area and 
between service areas. The surcharge shall be effectiv~ tor the 
first billing cycle occur~inq on or after July 1, 1989 and 
shall be identified 6n subscriber's bills as ·communication 
devices funds for deaf and disabled.· 

3) This surcharge wilt not apply to taxes or to the f6llowing 
surcharges: 

1) 

2) 

3) 

PUblic utilities commission Reimbursement Account fe~s 
(P.u. Code section 43i) 

universal Telephone Service fee (P.u. Code section 
879) 

FCC Network AccesS Charges fOr interstate calling. 

. 4) All telecommunication utilities shall tile advice l~tters to 
be effective on regular notice implementing the-lower surcharge 
rate. 

5) The surcharge shou~d be paid by th~ subscriber, . that ts, ,the 
-end 'user, or consumer of the telecommunications service! ... The ' 
surcharge should not be impqsed on common carrier access or 
~nterconnection charges or for service purchased by utilities 
for resale to b)e public. 
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• 6. utiliti~s cOllecting less thttn 0)\$" th6usa""d -fiollars pel' 
month in revenues generated by the D.E.A.F. ~ru9t sur¢harge 
shall remit colleoted funds to the truste$ Qf the D.E.A.F, Trust 
FUnd on a quarterly basi~ with i"emi~tance dates ~ccu~ri~9 on the 
tenth day of Decembe~ t6r the bilting oyoleoccurrinq tr6m " 
August - October, the tenth day Of Karch for the billing eyole 
occurring from November ~ January I the tenth day" of June for the 
billing cyole occurring fro~ February --ApJ;ll,Alid the telith day 
of September for the billing cyole occurring form May - July. 

7. utilities c6ilecting more than Qne th6u.sand d6lla'rs iil 
monthly rev~n\l~sas' genera~ad by the D.E.A.F., Trufitsurcharge 
shall continua to remit collected lunds to the trustee of the 
D.E.A. F. Trost Fund on a monthly basis. " 

8. This surcharge will remain effect until otherwise ordered 
by the commission. " 

I h~rel?¥ .. ~~~if~ that~hii; ,R~~olut,ionw.as _ ado1?ted by" ~ePUblio 
util~t~~s commission ~t its regular meeting on Aprl~ 26, 1989. 
The following Commissioners approved it: 

". 
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