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FUIlI,lC UTILITIES COKHISSION OF THR STATR OF CALIFORNIA 

Advisory and Co~pliance Division 
Telecommunications Branch 

BE§Q~Y~.IOH 

RESOLUTION T-15S01 
Date October 5, 1995 

RESOLUTION T-15801. ALL TELECOMMUNICATIONS UTILITIES. 
ORDER RAISING THE DEAF EQUIPMENT ACQUISITION FUND 
(D.E.A.F.) SURCHARGE TO 0.36% BEGINNING JANUARY 1, 1996. 

SUMMARY 

This Resoiution orders all telecommunications utilities to raise 
the D.E.A.Ft.surcharge from O.l% to 0.36% (0.0036) on int~astate 
customer bills for billing cyoies beginning January 1, 1996. 
This increase is necessary .to cover the ongoing expenses of the 
program. The subscriber surcharge funding for this program is 
mandated by public utilities (P.U.) Code section 2881(d). 

since 1993, the Deaf and Disabled Telecommunications program 
(DDTP) has collected less· in revenUe than it has spent in 

. ex~ensest steadilY reducing'the fund balance. This deficit was 
in1tially necessitated by the fund balance cap established by 
Assembly Bill (AB) 1410 (1991) of si~ months of projected 
operating expenses. The fund balance is currently below the cap 
established by AB 1430 and further reduction would lower the 
fund balance below adequate levels. 

The D.E.A.F. surcharge applies to subscribers' intrastate 
telephone service, e~cept access charges paid by other carriers, 
monthly basic service charge of UniVersal Lifeline Telephone 
service customers, coin~seht paid callin9 charges, or charges 
for services under contracts executed pr10r to september 15, 
1994. 

BACKGROUND 

The California public Utilities commission (Commission) 
established the DDTP in compliance with senate Bill (SB) 597 
(1979), S8244 (1983) and S8 60 (1985). The DDTP is funded from 
a surcharge collected by all telecommunications utilities from 
their customers and remitted to a public trust fund called the 
D.E.A.F. Trust. 

originally, the D.E.A.F. Trust was funded by a fixed per line 
surcharge. Because of a funding crisis in 1987 and 1988, SB 
2268 directed the Commission to establish a rate recovery 
mechanism through a surcharge of not more than one half of one 
percent (0.5\) on a subscribers total intrastate service until 
July 1, 1990. The surcharge funding mechanism has been extended 
by a series of bills. The latest of these bills, AB 3610 . 
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(1994), extended the all end user surcharge funding system until 
1997. Tho commission is charged with reviewing the surcharge 
annually to ensure that programs are adequately funded and that 
the fund balance is not excessive. (P.u. Code 2881(f». 

Since 1993, the DDTP has operated with a defioit budget in order 
to comply with a statutory limit on tho D.E.A.F. Trust fund. 
Assembly Bill (AB) 1430 (1991) capped the D.E.A.F. Trust fund at 
six months of projected operating expenses. In early 1993 the 
DDTP found that its fund Halance was well in excess of the 
statutory cap. Resolution T-15254 dated March 24, 1~93 
temporarily reduced the D.E.A.F. surcharge from 0.3\ to 0.2\ (or 
six months from July 1, 1993 to December 31, 1995 in order to 
draw the fund below the statutory cap. 

, 
In a letter dated June 13, 1995 addressed to the Commission's 
Executive Director, the Deaf and Disabled Telecommunications 
Program Administrative committee (DDTPAC) Chairman requested 
that the commission raise the D.E.A.F. surcharge from 0.3\ to 
0.4\ to cover in~reasingexpenses. ~n addition, the DDTPAC 
requested author1ty to increase the surcharge up to the 
statutory limit of 0.5\ automatically, without explicit 
commission approval. 

DISCUSSION 

Si~ce19931 the DDTP's exp~nses haVe.ex~eeded its revenUes. 
Th1s defic t spend1ng was necessary In order to draw the 
D.E.A.F. trust fund below the statutory cap of six months worth 
of operating expenses. Now that the fund is well below the cap, 
the surcharge should be set to raise SUfficient funds to cover 
the budget. At the same time; the program's e~penses have been 
growing at a rate of over 6% per year between 1990 and 1994. 

The DDTP's 1996 budget has been adopted by the DDTPAC, but not 
yet approved by the Commission. However~ we believe the bUdget 
will be in the range of $45.5 to $41.6 ro11lion. The DDTPAC has 
adopted a budget of $45.5 million, while a continuation of 
spending trends since 1990 su~g~sts a budget of.$41:6 million. 
The DDTPAC adopted budget antlo1pates $1.1 mil110n 1n revenue 
from non-surcharge sources. ~overing this range of e~penses 
would require a surcharge between 0.36\ and 0.34% based on an 
e~pected 1996 statewide billing base of $12,300 million. 

The DDTP's fUnd balance is expected to be $15.6 million by the 
beginning of 1996. This represents less than four months of 
projected expenses. If the commission does not raise the 
surcharge, the fund balance will fall below three months worth 
of projected e~penses--the minimum adequate reserve for the 
program--by the end of 1996. For this reason we are adopting a 
surcharge level of 0.36% to ensure that the program will cover 
all of 1ts likely e~penses. 

The DDTP requested a 0.1\ increase in the surcharge from 0.3 to 
0.4\. '~e believe that this level of surcharge may result in 
over collection, possibly raising the fund balance over the 
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statutory cap by the end of 1996. The ODTP made this suggestion 
in part based on a recommendation of CACO that some 
telecommunications carriers would have difficulty billing 
surcharges at the hundredth of a percent lovell After 
contacting carriers that were previously unable to bill in the 
hundredths of a percent, all carriers indicated that they could 
now bill surcharges in the hundredth of a percent. 

In addition to asking for an increase in the surcharge, the DDTP 
requested authority to raise the surcharge up to 0.5\ without 
prior Commission approval. The commission is unable to grant 
this authority to the DOTP since the P.U. Code section i881(f) 
e~pressly charges the commission with reviewing the surcharge 
and changing the levels to meet program needs. 

FINDINGS 

1. The ODTPAC advised the C6mmission that the fund balance in 
the D.E.A.F Trust was projected to be $15.6 million by the end 
of 1995. This fund balance is below the cap established by AB 
1430. 

2. The current surcharge 0.3% does not coVer current e~penses 
and is not e~pected to cOVer expenses in 1996. 

3. With no increase in the surcharge, continued deficit 
spending will reduce .the o.E.A.F. fund balance below an adequate 
reserve by late 1996 • 

4. The 1996 D.E.A.F. Trust-budget has been adopted by the 
DDTPAC, but not yet approved by the commission. However, the 
budget is expected to range between $45.5 million and $41.6 
million. 

5. A surcharge of 0.36% on all telecommunications carriers 
with a total billing base of $12,300 million will raise $44.3 
million for the DDTP. 

THKREF6RE, IT IS ORDERED that: 

1. All telecommunications utilities: local exchange 
companies, competitive local carriers, interexchange carriers 
and resellers, cellular radiotelephone carriers and resellers, 
and radio telephone utilities, shall implement a Deaf Equipment 
Acquisition Fund Trust Surcharge rate of O.l6% for billing 
cycles beginning January 1, 1996. (One way paging has been 
exempted from the definition of telecommunications utilities by 
Assembly Bill 202 (1995).) 

2. The Deaf Equipment Acquisition FUnd Trust surcharqe (0.36\ 
from January 1, 1996 until further order) thall be applied to_ 
all telecommunication utility subscribers' intrastate tariffed 
services, both within a service area and between service areas. 
The surcha~ge will be identified as "california Relay service 
and communications device fund." 
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3. The Oeaf Equipment Acquisition FUnd Trust surcharge shall 
not bo hnposed on any telecommunications services for 
interconnection or access or to any services purchased by 
utilities for resale to the publio. 

4. The Deaf Equipment Acqulsitio~ Fund Trust surcharge shall 
not ap~ly to Universal Lifeline Telephone service rates. 

5. The Deaf Equipment Acquis~tiori FUnd TrUst surcharge shall 
not apply to coin-sent paid calling. 

6. The Deaf Equipment Acquisition FUnd Trust sUl."charqe shall 
not apply to taxes or to the following surcharges: 

1. Public utilitIes Commission Reimbursement Account fees 
(P~U~ Code section 431) . 

2. universal Lifeline Telephone service'surcharge (P.U. 
Code section 819) 

3. california Hiqh cost FUnd surcharge (P.U. Code 139.3) 

". Federal communications commission Network Acce.ss 
Charges for interstate calling. 

1. Each tel~communications utility shall tile a single advice 
letter to implement the 0.36\ surcharge for billing cyoles 
beginning January 1, 1996 and until further order of the 
Commission. such advice letter shall be tiled prior to the 
implementation of the new surcharge and shall be effective on 
regular notice. 

I hereby certify that this Resolution was adopted by the Public 
Utilities commission at its regular'meeting on October 5, 1995. 
The following Commissioners approved itt 

I abstain • 

lsI JOSIAH L. NEEPER 
Commissioner 

~~~ ,'lESLEM: FRANKLIN 
Acting Executive Director 

DANIEL Wrn. FESSLER 
President 

P. GREGORY CONLON 
JESSIE J. RNICHT, Jr. 
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HENRY M. DUQUE 
commissioners 


