PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY AND COMPLIANCE DIVISION RESOLUTION NO. T-13071
Telecommunications Branch June 7, 1989

RESOQLUTION

ALL LOCAL EXCHANGE COMPANIES AND INTEREXCHANGE CARRIERS.
ORDER REDUCING THE SURCHARGE RATE ON INTRALATA TOLL AND
INTRASTATE INTERLATA SERVICES TO SUPPORT THE UNIVERSAL
LIFELINE TELEPHONE SERVICE PROGRAM PURSUANT TO THE MOORE
UNIVERSAL TELEPHONE SERVICE ACT, ASSEMBLY BILL (AB) 386,
DATED JULY 15, 1987.

SUMMARY

All Local Exohange Companies (LECS) and Interexchange Carriers
(IECs) are authorized to collect a 2.5% surcharge on service rates

‘of 1ntraLATA toll and intrastate interlATA services to fund the

Univérsal Lifeliné Teléphone Service (ULTS) progran,

BACKGROUND

Assembly Bill (AB) 386 was énacted on July 15, 1987 to replace AB
1348 (1983) and to provide fundlnq for the ULTS program. Thé
Comm1331on, in conformance with theée bill, authorized in Dec1s1on
87-07-090, a 4% surcharge on sérvicé ratés of intrastateée inter-
Local Access and Transport Area (LATA) services beglnn1nq on ‘July
29, 1987. Thé 4% surcharge was subsequently exténded to 1ntrastate
1nterLATA toll beglnnlng on January 1, 1988 to provide adequate
fundlng for the program. Reésolution No. T-12093 dated Juné 17, -
1988 malntalned the surchargé rate of 4% on both intralATA toll and
1ntrastate interLATA toll services.

AB 386 further requ1res the commission to 1n1t1ate, at least
annually, a proceedlng to sét ratés for universal telephone °
serviceé. It also requires all téléphone corporat1ons proV1ding
ULTS sérviceé to annually ftle proposed univeérsal teleéphoné serviceé
rates and a statement of projectéd réevénue needs to meét thé fundlng
requirements, toqether with proposéd funding methods to provide the’
nécessary funding.

DISCUSSION

“The Ccommission, in D. 87 1¢-088, éstablishéd an annual f111ng .
procedure whereby Pacific Béll (Pacific) would filé thé funding -
requiremént and the requlrei surcharge percéntage for the ULTS




L}
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‘ program on April 15 for thé next fiscal year beginning on July 1.
on April 17, 1989, Pacific filed the ULTS funding requiremeéents and
surchargeé percénta?e for the fiscal yeéar of July 1, 1989 thréugh
June 30, 1990 as directéd. Pacific provided 6 different surcharge
percéntage alternatives, based on the following projectionsi

(A) The estimated funding requirement is $151.0
mgigiOn for the fiscal yeéar ending June 30,
1990,

(B) The estimated revenuée subject to surcharge is
$4.756 billion: $1.888 for the intérexchange
companies (IECs,) and $2.868 for the lécal exchange
companies (LECs).

The specifics of the alternatives are as follows:

Surplus Projécted
. (Deficit) Surplus at
Rate on Rate on FY 89/90 Juné 390, 1990
(Millions) (Mil1lions)’

Alternative
alternative
Alternativeé
Alternative
Alternative 1
Alternative

The Commission staff has reviewed thésé alternatives. and concluded
that thé 2.5% surchargé undér alternativé E should bé adopted for
theé fiscal year -1989/90. At Juné 30, 1989, the surplus for theée
ULTS trust fund is projected to be $105.7 million, ‘which is greateér
than the targét of $75 million (equal to about 6 months worth of
expenditures). Although thé surcharge rate of 2.5% will cause thé
ULTS program to opérate with a deficit of $32.1 million for the
fiscal year ending June 30, 1990, it will providé a cumulative
program surplus close to $75 million. Thid surplus will assuré
that sufficient funds aré availablé for future céntingénciés and .
any program modifications made by thée Commission 6r the Legislature.

For clarity to thé subscribér, the staff believés that thé surcharge
should bé identified on thé subscriber’s bill as "Universal
Téléphone Séervicé Surcharge.n

FINDINGS

The Commission finds that:
(1) A surcharge rate of 2.5% will decrease the $105.7 miliibh
surplus by causing thé ULTS progran to operate with a$32.1
. million deficit for the fiscal year. This will result in a




ULTS fund balance of approximately $75 million at June 30, 1990.

A fund surplus of $75 million at June 30, 1990 is reascnable.
given the fluctuations of the program in the past and also the
need for working cash. This $75 million surplus is equal to

6 months of projected progran expenses.

The rates, charges and conditions authorized in this Resolution
are just and réasonable.

The Commission résérves the right in the future to réview the
surchargeé rate and adjust 1t as necéssary to support thé ULTS
program requiréments.

Subscribers may have a better understandlng of their telephone
.bill if the utilities are requlred to include the surcharge as
a separate line item.

IT IS ORDERED thati

1. All Local Exchange cCompanies and Interekchange Carrlers
are to colléct a 2.5% surchargeé . on sérvice rates of °
intralATA toll and intrastaté interLATA services té fund
the UniVersal Liféliné Télephoné Servicé program. :

The surcharqe rate ‘shall be effective for the flrst b1111ng
cycle occurrlng on or after July 1, 1989 through June 30, 1990.

_All telecommunlcatlons ut111t1es subJect to the ULES
surcharge shall file révised tariff schedules in accordance
with the- prov1s1ons of G.0. 96-A on or béfore June 23, 1989
which shall be effective on July 1, 1989,

The surcharge shall be 1dent1f1ed on the subscrlber s b111
as “Univeérsal Lifeline Telephone Sérvice Surcharge.

effective date of this resolution is today.

I certlfy that thls Resolutlon was adopted by the Publlc
Ut111t1es COmm1551on at its regular meetlng oh Juné 7, 1989. The_
following Comnissioners approved it: - - :

G. HITCHELL WILK
Presxdent
STANLEY W. HULETT
JOHN B. OHANIAN
PATRICIA H. ECKERT
Comm1551oners

Comm1551oner Fréderick R. Duda,
being necessarlly absent, did
not part1c1pate.




