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PUBLIC' UTILITIES· COMMISSION OF THE· STATE OF CALIPORN~ 

COMMISS,ION··ADVISORY· ANO;'COME>LIANCE; . DIVIS.ION. RESOLUTION '1'-149'60 
Telecommunications. Branch: "Date May' 20, . 1992, '. 

B~.sQLll%lgH 

RESOLUTION '1'-14960. ALL LOCAL EXCHANGE COMPANIES AND 
INTEREXCHANGE CARRIERS. ORDER INCREASING THE SURCHARGE 
RATE ON·· INTRALA'1'A'1'OLL AND'IN'1'RASTA'1'E' IN'l'ERLA'1'A TOLL, '1'0 
STJPPOR'l'·.'1'HE··UNIVERSAL. LIFELINE· .. '1'ELEPHONE· SERVICE PROGRAK 
PURSUANT" '1'0'" THE ,MOORE UNIVERSAL 'l'ELEPHONE SERVICE ACT' ... 

. " " 

"', . '" 

SUMMARY 

All Local Exchange Companies (LECs) and Interexchange Carriers 
(IECs' 'are ordered to-collect a 4\ aurcharge on service rates of 
intraLA1'A toll and .. intrastate interLA'1'A toll to, fund.the 
UniverasalLifeline 'l'elephone'Service (UL'1'S) pr09'ram .. 

BAaGRQUNP 

Assembly Bill (AS) 3·8& was enacted' on July 15-, 1987 to replace 
AS 1348 (1983) and to provide funding for the 'OL'1'S program. In 
conform4nce with the bill, the Commission authorized,. in 
Decis.ion 8·7-07-090, a 4\ surcharge on. service rates of 
intrastate inter-Local Access ancl'l'ransportArea (LATA) services 
beginning on July 2'9', 19'8.7. 'l'he surcharge was extended to' 
intrastate intraLA'1'Atoll beginn1ngon January 1, 1988: to 
provide adequate. funding· .. forthe progrOJU. ..Since that. time, the 
sureharge ·rate has been' changed' as followss . 

..' " .. 
• L BegiDnin~: '. ". 

"I I, 

JulY,l, . 19S5'
July '1,.' '1989'· 
July 1 ,19·9:0: 
July 1:, 19:9:1 

DISCUSSION 

Resolut;[0n 'NO,! . 

'1'-12'093- . 
''1'-1307:1 . 

·'1'..;1·4081 ... · 
'1'-14 4~0 0: .. 

Rote 

4·· .. 0;\. 
.2' •. 5'·. 
3~4'· - . 
3 •. 0\ . 

In D.. 8--7-10-08:8:, the Commission estAblished an annual filinq 
procedure whereby Pacific. Bell (pacific) would file the funding 
requirement and the required" surcharge percentage for the OL'1'S~. 
proqr4mi onApril lS,'for·the next,f1scal.ye4r.beq1nningJuly- l~ 
On· Ap~il' ,,'14., . ,19'9:2,: Pac 1·f1c,.- filed- the'P'L'1'S fund1.ng requirements 
an~:'c~~rcha~9~>per.cer.tag~f~rthe .'. fis,cal,year·, July:..-l, '199'2' '. 

• " r'''' , . " )" '" : .''' ~ , i . .' :,' • I , ", ' ,. I,; " . 

.. " 



• 

'ResolutionT-14960' May 20, 1992 

through June 30, 1993 as d.1rected'. Pac.1f.1e provided' 6, different 
surcharge alternatives, based on,the following projections: 

(A) The estimated 'funding requirement is $217.9' million 
for the fiscal year ending, June 30, 199'3-. 

(8) The estimated· revenue subject to surcharge is 
$4 .. 607 bill.1onderived from'information provided' by 
the local and' interexchange companies. 

In its own projection, Pacific assumed the rate effects of 
Implementation Rate Des,ign (XRe) (Phase' XXX of 1.8:7-11-033) and 
intraLA'I'A competition: beginning January 1, 199'3·. Contel of 
California also, included the effects of IRD .1n the projected 
revenue data .1 t provided,. The' decisions on IRO and .1ntraLATA 
competition will affect the financial position of the OLTS 
program., but to, estimate and incorporate their effects is 
premature. Therefore, the rate effects of these two· proceedings 
are not incorporated', at ,this time. The Commission Advisory and 
Compliance Divi$ion'(CACD)has~ reviewed: the six alternatives 
presented,l:Iypac1f.1.c and'rev1sed·the projections on the funding 
requirement' and: revenue· ,base as follows I 

(A), The estimated· fund'ing requirement changes to $19-1.8 
million for the' fiscal year ending June 30, 199'3:. 

. " I . . .• _, 'd ,. 

(8) 'l'he ' e8timat~d' revenue 8ul>ject tosU%'chuge changes to, 
$5,~04S,_billion. "",', ,,' '" " 

The specifics of the alternatives are as followsl 

I II III 

INCRJ!:MEHTAL 'EP'FECT-
StlRCBARGE 'OLTS ON JONE30, 1992' 

OP'l'IONS: SURCHARGE' ULTS:FtJN]), BALANCE-

A. 3,wO' -$40 .. 5,million 

B. 3.5,~ -$15-.2 m£1110n 

C·~ 4.0' +$10: .. 0- m.i.llion 

. D. 4.5:' +$3$~2 million 

E. . ,4:.7'\ +$45·;.3 million 
" ,-- " 

F:. 5, .. 0'\:' +$,6',0:.5;, million, 

-2-· 



, .;:,.,.',,~: .... Reaolut!0xi.T~'14960 Hay 20", 1992' 
, ... ~ 

,~.:." 

• • Derived by multiplying the 8urcharge rate in Column XX ~y 
$5.045 billion (the revised foreca8ted revenue subject to 
UL'I'S surcharqe) and 8ubtracting, $,19~1. 8; million (the. revised 
projected' 1992-93 OL'I'S funding requirement). Xt .hould be 
emphasized that Column III does.~ include the existingttt.'rS 
fund balance on June 30, 1992. 

CACO has reviewed these alternatives and concluded that the 4% 
8urcharge under alternative C should be adopted for the fiscal 
year 199'2/93·. At the 4% rate, the program will have adequate 
fundinq to· pay, for its expenses and to- increase its reserve.. At· 
June 30'1 19'92'1' the balance for the OLTS trust fund is projected 
to be $5·9 million. 'l'he' surcha:rqe rate of 4%., after Adding· 
projected earnings, of $2~6, million on ,fund investments, will add 
an additional $12'.6 million to the fund.. This will result in a 
projected balance of $71.& million at June 30,199-3. 

'1'0 further ensure that the IRD And intraLATA comrtition 
proceedings d'o not, adversely affect the financia poSition of 
the program, CACO w.illmonitor their progress and review the 
resultant decisions to evaluate the impact on, the program. If 
theproqram's' funding becomes. insufficient, CACO should' 
immediately notify the Commission·toexamine' thefund'1ng 
requirement~o; that adequate,revenue will be g-enerated to· defray 
the-expenses. '. ,': ., . . ,,",' 

Forclarity,"to:the;:a,ubaeriber,. the 8ureharq. .hould, continue to, 
, be';1dent1fied'>. on:: the: .:-.ubaer1ber ~8 bill', :as-"UrUversAl.Lifeline 
'relephoneServie,e,surehar9~ .. :"': ; " . ' . 

FINDINGS· 

~he Commission finds that, 

1. ' A 'surcharge rate of 4%, should' be charged on service rates. 
of intraLA'l'A "tol'l'and: intrastate interLA'1'A toll ,for the fiscal' 
year 1992/1993 .. ,- 'l'hisis projected-, to· result. ina .ULTS· fund 
balance of approximately $7'1-.& million on June 30, 199:3 before 
any effects of IRD. -. ," . " " 

2. The increase authorized. in th1sResolution is justified 
and. the' resu,l ting: rate" is reasonable. 

. ., 

3. The Commiss.ion reserves '. the' right in the future to' review 
the surcharge rate and adjust it,'as necessary to support the 
UL'l'S proqr~ requirements.. . 

. -
,4 .. ,: Subscribera.,may have ,a betterunderstand'ing of their 
telephone:, bi,11s:'1f,the utilities,are;required: to' include the 

,8ureharge,;.:aa,.a' separate·'l'ine,:.:.item,~,', ' ':,,' ..' ,". 
, .,' • "j " ,,', ,:" i .. ~ •. , ~.'" '; . • ..' :'. " " .' . :-::. ': ," ",'. . e I , "J. 

,.I' " " 
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, Resolution,"'l'~149'6~,/,: ,H4Y,20, 1992' 
" " ',I, 

- (, 

THEREFORE, IT IS ORDERED that , 

1. ' All Local Exchange Companies'and Interexchange Carriers 
shall collect' a 4,\ surcharge' on service rates of intr~A toll 
and 'intrAs.tate" inter:LATA. ,toll to- fund the Universal Lifeline 
'l'elephone Serv'iceproqram. ' 

2'.. 'l'he:surcharge rate shall be effective for, the first. billing 
cycle occurring on- or, af'ter July 1" 199;2: Anci continue until 

, changed by the Commission. " ' , 

.. , 

" 

3. On or before June 15" 19:9,2', all telecommunications 
utilities subject ,to- theUX:rS. surcharg-e shall file 'revised 
tariff ,schedules in, accordance with the provisionsofG.O-. 96-A 
to, become effective on, July 1, 199'2.' , , 

4 • The surcharge shall be identified" 'on the subscriber r s bill 
as. "Univers.al Lifeline 'l'elephone Service Surcharge'." 

'rhe effective date of this resolution. is today.' 

I certify that this Resoluti,Qn was adopted' by the Public 
Utilities Commission ,at its 'X'egular meeting ,on May 20, 1992'. 
The following Commissioners approved z. ,~ .. ",. ".~~,,,., 

........ 
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'NE ;,l' ... ·SHOL::.>1AN·, ~ ....... , ' 
" 'Exeeut1:;e,• D1rec~~;~~~."M'~",,·;;K;:j " :' ".".:;:~~~;,.<' ~.,', 

, .. ,.:. '.,,\ .. , ' . ': :', 

'~, 'an;" FESSIER 
P.z:esident. 

JQJNB .. amNIAN 
N:\RMAN,' D~ ~., 

Ccmniss10ners 
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