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PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE

SAN FRANCISCO, CA  94102-3298

July 27,1999         

Wesley M. Franklin                    

Executive Director

California Public Utilities

505 Van Ness Avenue

San Francisco, CA  94102

Re:  Contracts for the Establishment of Trust Accounts for California High Cost Fund-B and California Teleconnect Fund

Dear Mr. Franklin:

We are formally filing the signed contracts including trust agreements for the establishment of trust accounts with the Bank of America and the Union Bank for the California High Cost Fund-B (CHCF-B) and California Teleconnect Fund (CTF), respectively.   These contracts require Commission approval by resolution action.   As you know, you and the respective banks for these two programs have signed these contracts.

In the Universal Service Decision (D.96-10-066, as amended), the Commission established the CHCF-B and CTF programs.  The CHCF-B program is to provide universal service subsidy support in the high cost areas of the service territories of the five largest local exchange carriers.  The CTF program is to provide discounted services to qualifying schools, libraries, hospitals, and community-based organizations.  Both of these programs are being funded by All End-User Surcharges on intrastate billings. Since February 1997, the carriers have been collecting these surcharge revenues from end-users.  At this time, it is estimated that the amount held by the carriers is in the range of $500 to $700 million for CHCF-B and $50 to $100 million for CTF.  Further, in 1998, the IRS ruled that trusts that will be established for the CHCF-B and CTF are tax-exempt, and therefore any transfers to the trusts and interest earned thereon are exempt from income taxes.

During the Administrative Committee’s June 30, 1999 meeting, the committee selected the Bank of America for the establishment of the trust account for CHCF-B and Union Bank for the establishment of the trust account for CTF.  These two selections were conditional upon the finalization of the trust agreement and a memorandum of understanding covering the trust agreement, monthly fee, and other related documents for each bank.  Each trust agreement has been modified to incorporate non-substantive amendments.  At its July 27th 1999 meeting, the Administrative Committee formally approved the filing of the trust contracts containing the memorandum of understanding, trust agreement, and related documents for each bank with the Executive Director of the California Public Utilities Commission for adoption by the Commission.   

Notice of this letter filing will be posted in the Commission’s Daily Calendar and a copy of this letter request will be mailed to all appearances in R.95-01-020/I. 95-01-021 and all certificated carriers.  Any party wishing a copy of the trust contracts should contact Hassan Mirza of the Telecommunications Division at 415-703-1638,  Anyone may protest or comment on these trust contracts, but we recommend that the same standard be applied to this filing that applies to a protest of an advice letter filed pursuant to General Order 96-A.  Such comments or protests must be filed within 20 days of the date of this letter.  As in the case of advice letter protests, such protests or comments should be delivered to the following address:




John Leutza




Director, Telecommunications Division




California Public Utilities Commission




505 Van Ness Avenue




San Francisco, CA  94102

The Administrative Committee requests a copy of any such protest or comments also be delivered to the following address:




David M. Shantz




Chairman, Administrative Committee




California Public Utilities Commission




505 Van Ness Avenue




San Francisco, CA  94102

Once the Commission approves the trust contracts and the two trust accounts are established, the Assigned Administrative Law Judge, in consultation with the Assigned Commissioner, will issue a ruling advising carriers when and where to submit surcharge revenues for CHCF-B and CTF (Ordering Paragraph # 3 of D.99-05-013, dated May 13, 1999).  This ruling will also require the remittance of all interest earned by the carriers on CHCF-B and CTF and a sworn declarations of interest the carriers earned prior to the effective date of D.98-01-023 (dated January 7, 1998).  Further, the carriers will be  advised by a letter from the Director of the Telecommunications Division as to the requirement of workpapers and other relevant documents to support the amount of interest that is reported by the carriers (Ordering Paragraph # 5 of D.99-05-013).

Thank you for your consideration of this matter.

Sincerely,

David M. Shantz                                                                      Michael C Amato

Chairperson                 




  Vice Chairperson

Administrative Committee



              Administrative Committee

Cc: John Leutza, Director-Telecommunications Division (with Attachments)

      Service List OIR/OII 95-01-020/021 (without Attachments)

      Carriers List (without Attachments)
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