
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

COMMISSION AOVISORY AND COMPLIANCE DIVISION 
Telecommunications Branch 

RESOLUTION NO. T-l1011 
June 7, 1989 

SUMHARY 

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. 

Ail'LOcal Exchange companies (LECs) and IntereXchange Carriers 
(lEes) are authorized to collect a 2.5% surcharqe on service rates 

'of intraLATA toll and intrastate intertATA services to fund the 
universaiLifeline Teiephone service (ULTS) proqram. 

_ BACKGROUND 

Assembly sill (AB) 386 was enacted on July 15, 1987 to replace AB 
1348 (1983) ~nd to provide fUnding for the ULTS prOgram. The 
commission~ in conformance with the bill, autho~ized inDecision 
87-07-090, a 4% surcharge on serVice rates of intrastat~ inter-,' , 
LocalA~cessand Transpqrt Area (LATA) services beginning oi\'JulY , 
29, 1987. The 4% surcharge was subsequentlY extended to,il}t:rastate 
inteJ;LATA toli beginning on January 1, 1988 to provide adequat~ , 
funding' for, the program. Resohition .No. T-12093 dated JUne 17 i - ' 

1988 maintained the surcharge rate of 4% on both intraLATA toll aild 
intrasta~e lnterLATA toll serVices. 

AB 386 further ~eqUires the commission to initiate, 'at least .' 
annually, a proceeding to set rates tor universal telephone -, 
servic~. It also r~quires all telephone corporationsprovi~i~9: 
ULTS service to annuallY file proposed universal teleph6rU9 servic~ _ 
rates and a statement of prO) ected reVenue needs to meet" the fuilding 
requirements, together with proposed funding methods to provide the' 
necessary funding. ;-

DISCUSSION 

The Commission, in D. 87-1C-088, established an~nnual filing , 
procedure whereby pacific Bell (pacific) woUld flie the funding 
requirement and the require.:! surcharge percentage for the ULTS 
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program on April 15 for the next fiscal year beginnin9 on July 1. 
On April 11, 1989, pa6ifio filed the ULTS funding requirements and 
surcharge percentage for the fiscal year Of July 1, 19~9 through 
June 3~, 1990 as directed. Paoifio provided 6 different surcharge 
percentage alternatives, based on the following projeotions! 

(A) 

(8) 

The estimated funding reqUirement is $151.0 
million for the fiscal year ending June 30, 
1990. 

The estimated revenue subjeot to surcharqe is 
$4.156 billion, $1.8$8 for the int~rexchange 
companies (lEes,) and $2.868 for the lOcal exchange 
companies (LEes). 

The specifics of the alternatives are as follows: 

Surplus projected 
(Deficit) Surplus at .. 

Rate on Rate on FY 89/90 JUile 30, 1990 
lEes LEes (Miliions) (Millions) . 

------- ------- ---------- . . -------------
Alternative A 4.6\ 4.0% $39.2 $144.9 
AlternatiVe B 3,5% 3.5t ;;. 15.5 12L2 
Alternative c 4.0% 2.1\ 1.9 107.6 
Alternative D 3.0% 3.0t -8.4 97.3-
Alternative E 2.5% 2iSt -32.1 73.6 
Alternative F 3.0\ 2.0\ -37.0 68.7 

The.Commission staff has reviewed thesealterrtatives.artd concluded 
that the 2.5% surcharge under alternative E should be adOpted f6r 
thefis~al year-1989/90. At June 30, 1989, the surplus for the . 
ULTS trust fund is projected to be $105.7 million,· which is greater 
than. the target "of $75 million (equal to about 6 months worth of . 
expenditures) , Although the surcharge rate Of 2.5% will ~~use ,'the 
ULTS program to operate with a deficit of $32.~ million for the . 
fiscal year ending June 30; 1990, it will provide a cumulative 
program surpius close to $15 million. Thi~ surplus.will assure 
that sUfficient .. funds. are ava.i1.ablt!for future contingenoies and - . 
any program modificationsma.de by the commission or the LegiSlature. 

For clarity to the subscriber, the staft believes that the surcharge 
should be identified on the subscriber's bill as fluniversal ._ 
Telephone service surcharge." 

FINDINGS 

The Commission finds that: 

(1) A surcharge rate of 2.5% wili decrease the $105.7 mii.iion 
surplus by causing the ULTS prOgram to operate with a $32.1 
million deficit for the fiscai year. This w~ll result in a 
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(2) 

(3) 

(4) 

(5) 
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ULTS fund balan'co of appro)(lmately $75 million at June 30, 1990. 

Atund surplus of $15 mll1io~ at June 30, 1990 is r~ascnable, 
given the fluctuations ot the program 1n the past and also the 
need for workin~ cash. This $15 million surplus is equal to 
6 months of projected proqra~ eXpenses. 

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

The C6mmissi6n reserves the right in the future t~ review the 
surcharge rate and adjust it as necessary to support the ULTS 
program requirements. 

subscribers may have a better understanding of their telephone 
bill if the utilities are required to include the surcharge as 

'a separate line item • 

.IT IS ORDERED that t 

1. Al~ LOcal Exchartgeconpanies and IntereXchahge ca~riers 
are to collect a ~,5% surcharge ,6n service rates ot; , 
intraLATA toll and intrastate interLATA servicest6fund 
the universal Lifeiine Telephone se~ice program. ' 

2. The surcha~ge rateshali he effective for "the first' bilting 
cycle occurring On or after July 1, 1989 through J~le 30~ 1990. 

3. ,All telecommunications utilities subject t6 the UL~S
surcharge shaii,file revised tariff schedules in accordance 
with the provisions of G.o. 96~A on or before June 23, 1989 
which shali be effective on July 1, 1989. , 

4. The surcharge shall be identified on the subscrib~rts bitl 
as "Universal Lifeline Telephone service surcharge-. n 

The effective date of this resolution is today', 

- i: certlfythat tttis Resolution was' adopted by the F-.lblic 
utiiities commission at its regular meeting on June 7, 1989. The 
foil6wlng commissioners approved it: ~1J4iiI~ -\ t ' 

. -\ ~ . 
.. ~ • 1- /" ' 

G. MITCHELL WI.~ . 
pres~dent " -"" ;.:. ' 

STANLEY w. HU~ Executive Director 
JOHN B. OHANIAN . (,.' ' , 
PATRICIA M. ECKERT ' \ • " 

conunissioners -... ' . ' " . , . 

commissioner F~e~erick R~ Duda, 
being neyessar11y absent, did 
not participate. 
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