Resolution T-16366/jaa

December 2, 1999




     PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

TELECOMMUNICATIONS DIVISION             RESOLUTION T-16366

Public Programs Branch                  December 2, 1999
                        R E S O L U T I O N

RESOLUTION T-16366.  TO ESTABLISH A 0.50% SURCHARGE FOR THE UNIVERSAL LIFELINE TELEPHONE SERVICE (ULTS) PROGRAM FOR THE 2000 CALENDAR YEAR AND TO ADOPT A YEAR 2000 BUDGET FOR THE UNIVERSAL LIFELINE TELEPHONE SERVICE TRUST ADMINISTRATIVE COMMITTEE (ULTS-TAC) AND FOR THE UNIVERSAL LIFELINE TELEPHONE SERVICE MARKETING BOARD (ULTSMB). 

____________________________________________________________ 

SUMMARY

This Resolution adopts a 0.50% surcharge for the ULTS program for the 2000 calendar year. This Resolution also adopts a budget of $268.5 million for ULTS program costs for the 2000 calendar year. This amount consists of a budget of $201 million for ULTS claims, $6.2 million for ULTSMB program costs, $1.3 million
 for ULTS administrative expenses, and $60.0 million for reserve fund balance. 
All Local Exchange Companies, Interexchange Carriers, Cellular Carriers, and other companies who are subject to assessing the Universal Lifeline Telephone Service (ULTS) surcharge are ordered by the Commission to collect a 0.50% surcharge on service rates of all intrastate end user services except for: one way radio paging, ULTS services billed, public coin in box or debit card calls, contracts effective before September 15, 1994, usage charges for service to COPTs and Directory Advertising. The surcharge will fund the ULTS program, the ULTS-TAC and ULTSMB administrative and program costs, and also allow an adequate reserve.

This Resolution adopts a budget of $990,941 for the Universal Lifeline Telephone Service Trust Administrative Committee (ULTS-TAC) for ULTS administrative expenses. The ULTS-TAC administers the ULTS program on behalf of the Commission. The adopted budget for the ULTS-TAC covers administrative expenses for the 2000 calendar year. Furthermore, this Resolution adopts a budget of $6,558,589 for the ULTSMB for program costs ($6.2 million) and for administrative expenses ($358,589). The ULTSMB promotes and markets the ULTS program. The adopted budget for the ULTSMB is for the 2000 calendar year and covers administrative expenses, estimated costs for market studies and implementation of interim marketing programs. The adopted budgets for the ULTS-TAC and the ULTSMB are set forth in Appendix A of this Resolution. 

NOTICE/PROTESTS 

Pursuant to D.97-12-005, the ULTS-TAC and ULTSMB filed their proposed budgets with the Commission on October 1, 1999.  The proposed budgets were noticed on the Commission Daily Calendar on October 4, 1999. No comments or protests have been received.   

BACKGROUND


ULTS Surcharge

The ULTS program was established in 1984 (D.84-11-028) pursuant to Public Utilities Code Section 871.  The program provides discounted basic telephone service to low-income households. The Commission, in Decision D.87-07-090, authorized a 4% surcharge on service rates of intrastate inter-Local Access and Transport Area (LATA) services beginning on July 29, 1987.  The 
surcharge was extended to intrastate intraLATA toll beginning on January 1, 1988 to provide adequate funding for the program. In D.94-09-065, the surcharge was further extended to all end user services, except for specific exceptions, on January 1, 1995.
 Following are the historical ULTS surcharge rates since the inception of the program:

                   

Decision or

       Beginning   

Resolution No.        
Rate

     July 1, 1988          T-12093    

   
4.0%

     July 1, 1989          T-13071       

2.5%

     July 1, 1990          T-14081       

3.4%

     July 1, 1991          T-14400       

3.0%

     July 1, 1992          T-14960       

4.0%

     March 1, 1993         T-15221       

5.0%

     July 1, 1993          T-15322       

6.0%

     July 1, 1994          T-15558       

6.0%

     January 1, 1995       D.94-09-065      

3.0%

     January 1, 1996       T-15799       

3.2%


January 1, 1997
  T-15984



3.2%


January 1, 1998
  T-16176                2.4%

     January 1, 1999       T-16245                0.0%     






ULTS-TAC and ULSMB Budgets

The Commission established the ULTS-TAC in D.87-10-088.  The ULTS-TAC was given the responsibility of setting up the ULTS Trust and to administer the financial aspects of the ULTS program.  The ULTS-TAC provides administrative functions for the ULTS programs, receives surcharges, makes payments on claims, and provides investment advisory for ULTS Trust assets.  The ULTS Trust currently employs 5 full time employees who handle daily administrative and financial responsibilities of the ULTS Trust and the ULTSMB.

The Commission established the ULTSMB in D.97-12-105 as an entity responsible for marketing the Universal Lifeline Telephone Service (ULTS) program in a competitive environment, with a focus on achieving the ULTS program goal of providing basic telephone service to all qualifying low-income households. The ULTS program provides subsidized basic telephone service to qualifying low-income households.  Currently, there are approximately 3.3 million ULTS subscribers in California.  Specifically, the ULTSMB was given the responsibility to develop a budget for marketing the ULTS program, to devise competitively neutral marketing strategies, and to oversee the implementation of ULTS marketing campaigns. 

The ULTSMB began its activities in January 1998. Pursuant to  D.97-12-005, the ULTSMB uses ULTS-TAC and Commission resources, when necessary, to carry out its operations. However, to better understand and monitor ULTSMB activities, D.97-12-005 required the ULTSMB to submit an annual budget, which covers administrative expenses, costs of market studies, and other activities associated with ULTS marketing and outreach campaigns. The ULTSMB’s budget, once approved, will become part of the ULTS-TAC’s annual budget.
DISCUSSION


ULTS Surcharge


The number of ULTS customers has grown steadily since 1987 and is projected to reach 3.6 million by December 31, 2000.  The following table illustrates this growth.

                           

ULTS Customers

         June 30, 1987                1,095,293

         June 30, 1988                1,254,647

         June 30, 1989                1,387,100

         June 30, 1990                1,552,800

         June 30, 1991                1,761,200

         June 30, 1992                1,951,100

         June 30, 1993                2,321,500

         June 30, 1994                2,580,000

         June 30, 1995                2,700,000

         December 31, 1995            3,100,000

    December 31, 1996            3,050,000

         December 31, 1997            3,109,000

December 31, 1998

   3,215,000 
       December 31, 1999            3,350,260 (projected)

December 31, 2000  
        3,604,880 (estimated)

The Commission, in D.87-10-088 established an annual filing

procedure whereby Pacific Bell (Pacific) would file the funding requirement and the required surcharge percentage for the ULTS program on April 15 for the next fiscal year beginning July 1. The Commission, in Ordering Paragraph 76 of D.94-09-065 effectively changed the funding periods for the ULTS Program by changing the date on which the revenue and claims estimates are to be filed with the Telecommunications Division (TD) to August 1 of each year.  The revenue and claims estimates are used to establish the surcharge for the succeeding year. The forecasts of claims for 2000 were filed by carriers as advice letters on August 1, 1999. No comments or protests were received on the advice letter filings.

TD estimates the revenues subject to the ULTS surcharge in the 2000 calendar year to be $17.5 billion.  The projected ULTS program costs for the 2000 calendar year is $268.5 million. The funding requirement from ULTS surcharge revenues is projected to be $87.2 million for the same calendar year. This amount represents a projected fund balance of $181.4 million by 12/31/99, estimated ULTS claims of $201 million, ULTSMB administrative and program costs of $6.5 million, ULTS-TAC administrative expenses of $1.0 million, and a reserve fund balance of $60.0 million for the 2000 calendar year. Based on these projected amounts, TD estimates the surcharge to be 0.50% for the 2000 calendar year. This rate is derived by dividing $87.2 million by $17.5 billion and rounding to the nearest tenth of a percent. 

The ULTS revenue and expense forecasts for 2000 reflect the entry of Competitive Local Carriers (CLCs) into the local exchange market. TD reviewed and analyzed the last recorded eight months of claims and collections for the program and compared them with the projected claims and expenses for the year 2000. The TD analysis indicates that the projected claims and expenses for the calendar year 2000 appear to be influenced by carriers’ optimistic view of the number of ULTS customers to be served. However, TD concludes that the estimates are reasonable and that the degree of error in the estimates will not result in a significant over or under collection of ULTS surcharge revenues in the year 2000.

After a careful analysis, TD recommends that a 0.50% surcharge be adopted for the 2000 calendar year. At the 0.50% rate, the program will have adequate funding to pay for its day-to-day costs during the 2000 calendar year, with a reserve balance of $60.0 million at 12/31/2000.

Historically, we have maintained a reserve balance equal to approximately three months of ULTS program costs. However, in order to reduce the burden of the ULTS program on consumers, we reduced this reserve balance to two months of projected program costs when we established the ULTS surcharge for the 1999 calendar year in Resolution T-16245. We also expressed our intent in Resolution T-16245 to set the ULTS fund reserve balance to one month of projected ULTS program costs when we established the ULTS surcharge for the 2000 calendar year.

There are several ongoing Commission regulatory proceedings that will affect the ULTS future program costs. First, effective November 1, 1999,
 the monthly rate paid by ULTS customers were reduced from $5.62 to $5.34 for flat rate service and from $3.00 to $2.85 for the measured rate service. In addition, we also reduced the non-recurring service order charge paid by ULTS customers from $10.00 to $9.50. These rate changes will likely increase the ULTS program costs in the 2000 calendar year.  Second, the Commission is revising General Order 153
 in order to conform the ULTS program to current state and federal universal service guidelines. The implementation of the revised GO 153 could result in additional ULTS program costs.  For the foregoing reasons, we will adopt a reserve balance of $60.0 million, which is approximately equal to 
three months of ULTS program costs, for the 2000 calendar year.

Given the uncertainties in estimating surcharge revenues, program expenses, and ULTS subscribers, we will monitor the level of funds in the ULTS Trust fund.  Therefore, beginning on 1/1/2000, we will require the ULTS-TAC to report the status of the ULTS reserve balance to the Commission should the reserve balance fall below 3 month of projected program costs of $60.0 million during the 2000 calendar year.  The ULTS-TAC shall request an adjustment to the ULTS surcharge should the reserve balance fall below $60.0 million. 

The 0.50% ULTS surcharge rate adopted by this resolution covers the ULTS-TAC’s and ULTSMB’s budgets for the 2000 calendar year. Given the amount of projected reserve balance at the 0.50% surcharge rate, we believe that the ULTS-TAC and ULTSMB 2000 budgets and the projected ULTS program and administrative costs for the year 2000 calendar year would be met from the projected ULTS Trust fund. 

In Resolution T-15558 (dated June 8,1994) we waived the notice requirements of General Order 96-A, Section III, G.1, i.e. the requirement to furnish competing utilities either public or private with copies of related tariff sheets. We did so because it did not appear to be in the public's interest for each utility to send and receive over two hundred notices advising them of regulatory changes they already know about. Since that time nothing has happened to change our opinion, so we will again waive this notice requirement for tariff changes which comply with this resolution.

For clarity to the subscriber, we emphasize that the ULTS surcharge rate should continue to be specifically and conspicuously identified on the subscriber's telephone bill as "Universal Lifeline Telephone Service Surcharge."
The Telecommunications Division oversees the administration of eight public programs. The surcharge rates for certain of these programs will be revised effective January 1, 2000.  For administrative efficiency, we will allow all telecommunications utilities that are subject to the surcharges for these various programs to concurrently file revised tariff schedules in compliance with the resolutions and decisions revising these surcharges in accordance with the provisions of G.O. 96-A on or before December 23, 1999. The revised tariff schedules will become effective January 1, 2000. 

ULTS-TAC and ULTSMB Budget for the 2000 Calendar Year
The ULTS-TAC and the ULTSMB submitted a proposed budget of $992,541 and $6,558,989, respectively, for the 2000 calendar year.  A tabulation of the proposed budgets is set forth in Appendix A of this Resolution. The ULTS-TAC’s proposed budget covers administrative expenses for the 2000 calendar year.  The ULTSMB’s proposed budget covers administrative expenses ($358,989), ULTS interim marketing program expenses ($5,000,000), market study and research ($1,000,000), and marketing program assessment ($200,000).  We will adopt the ULTS-TAC and ULTMB proposed budget subject to the following modifications:

Personnel Expenses

Pursuant to D.97-12-105, the ULTS-TAC provides administrative functions to both the ULTS Trust and ULTSMB.

The ULTS-TAC proposes a total budget of $326,975 ($220,375 for ULTS-TAC and $106,600 for ULTSMB) for the 2000 calendar year. The $326,975 estimate for the 2000 calendar year is $77,555 (or 24%) higher than the salary adopted for the 1999 calendar year. This increase is largely due to the ULTSMB projected marketing program activities in the 2000 calendar year.  Consequently, the ULTS-TAC is proposing to employ a project manager and an administrative assistant to provide program and administrative functions primarily to ULTSMB projects.  We will allow the ULTS-TAC to fill these two new positions. However, these two positions shall be on a 12-month renewable contract until changed by the Commission.    

After reviewing the ULTS-TAC proposed salary budget, TD concludes that, except for the salary budget for the Executive Director, the ULTS-TAC proposed salary is reasonable and is consistent with the labor consumer price index (CPI) of 2.7% projected for the 2000 calendar year.
  The ULTS-TAC proposed salary budget for the Executive Director for the 2000 calendar year is 9.3% higher than the salary budget we adopted for the 1999 calendar year.  The  ULTS-TAC proposed salary budget of $82,000 for the Executive Director is based on the Executive Director’s current salary level of $77,500, adjusted for an additional $2,500 (a Cost of Living Adjustment of approximately 3.0%) for the 2000 calendar year, plus a 2.5% contingent amount in the event a ULTS-TAC salary survey supports an additional compensation for the Executive Director ($77,500 x 1.03 x 1.025 = $82,000).

We will adopt a salary level of $80,000 for the Executive Director.  We will not adopt the ULTS-TAC proposed 2.5% contingent increase for the Executive Director’s salary. We will review the salary levels for the ULTS Trust employees when we establish the budgets for the ULTS-TAC and the ULTSMB for the next budget period. 

In the budget adopted for the ULTS-TAC for 1999, we required the ULTS-TAC to conduct a salary survey of positions and functions similar to its current staff positions.  This 
survey was not accomplished as a result of time and other technical constraints. The ULTS-TAC proposes to include

$12,000 in its 2000 calendar year budget to conduct a salary survey for its staff positions.  We believe that the ULTS-TAC proposed amount of $12,000 is reasonable and should be adopted.  The salary survey should reflect currently available information and should be based on positions in government and non-profit organizations, which are similar to ULTS staff positions.
  The survey should be completed on or before May 1, 2000.  The Request for Proposal (RFP) and contracts for the salary survey should comply with state contracting rules.  The RFP and contract should be submitted to the Director of the Telecommunications Division for review and approval before they are released for bids. The survey will be under the authority and control of the Commission and should include all associated and relevant benefits including, but not limited to health, dental, vision, and retirements.  A copy of the salary survey, including recommendations, should be forwarded to the Director of the Telecommunications Division within 5 days after completion.  Additionally, the salary levels adopted herein for the ULTS Trust employees should not be increased without prior Commission approval.  Furthermore, no bonus should be authorized for or paid to ULTS Trust employees without specific prior Commission approval.

We have required the ULTS-TAC to complete its salary survey by May 1, 2000.  We have also required the ULTS-TAC and ULTSMB, in this Resolution, to file a proposed six-month (January through June 2001) budget by March 1, 2000 and to file another proposed budget for fiscal year 2001-2002 on or before June 2, 2000.  From the foregoing timeline, it is likely that the ULTS-TAC will not complete the salary survey before it submits its proposed six-month budget.  Therefore, we will require that the salary for the ULTS Trust employees to be contained in the proposed six-month budget be based on the salary adopted in this Resolution for each ULTS Trust employee.  Since the ULTS-TAC salary survey will be completed before the ULTS-TAC submits its proposed budget for 2001-2002 fiscal year, we will require that the salary for the ULTS Trust employees to be contained in the ULTS-TAC/ULTSMB proposed budget for the 2001-2002 fiscal year be based on the salary information that would result from the salary survey.  However, if the ULTS-TAC is unable to complete the salary survey by May 1, 2000 or thereafter, we will require that the salary levels for the ULTS Trust employees to be contained in ULTS-TAC/ULTSMB future budgets be based on the adopted salary levels in effect, adjusted for the appropriate CPI.
   
Legal Expenses

The ULTS-TAC proposed budget includes $53,000 for legal expenses. D.97-12-005 directs the ULTS-TAC and ULTSMB to obtain legal services from the Commission Legal Division when necessary. ULTS-TAC proposal is based on the premise that it may not be able to obtain legal support from the Commission, if needed, on a timely basis.  We will authorize the $53,000 for legal services as proposed for the 2000 calendar year.  However, before any of this money is spent, we will require the ULTS-TAC and ULTSMB to first make a written request for legal services from the Director of the Telecommunications Division and from the Commission’s General Counsel, and only if such request for legal support is not provided in a timely fashion. 

Auditing and Accounting Expenses

The ULTS-TAC proposed budget for the 2000 calendar year includes $10,000, $20,000, and $300,000 for financial, compliance, and carrier audits, respectively.  The financial and compliance audits will involve a review of ULTS Trust
and ULTSMB financial records, contract processes, and other compliance issues consistent with the Senate Bill (SB) No. 669 and the ULTSMB program contract activities in the year 2000. The carrier audit will review Pacific Bell’s (Pacific), GTE California’s (GTEC) and Roseville Telephone Company’s (Roseville)
 practice and procedures for ULTS claims and surcharges. The audit will examine the accuracy of the surcharges they remit to the ULTS program, as well as the accuracy of the claims they submit and payments they receive from the ULTS program.  To enable the auditor(s) to effectively complete these audits in a timely fashion, we will require Pacific, GTEC, and Roseville to make available to the auditor(s) all pertinent documents and information required by the auditor(s) to complete such audits. 
We believe the ULTS-TAC proposed budget for financial, compliance, and carrier audits is reasonable and should be adopted. The RFP and contracts for the audits should comply with state contracting rules and they should be submitted to the Director of the Telecommunications for review and approval before they are released for bids. The audits should be under the authority and control of the Commission. A copy of the audit report, including recommendations, should be sent to the Director of the Telecommunications Division
 within 5 days after completion.

ULTS Marketing and Outreach Expenses 

The ULTSMB proposes a budget of $6,000,000 ($5.0 million for interim marketing campaigns and $1.0 million for a market study) and $200,000 for programs assessment for the 2000 calendar year.  In Resolution T-16353, dated October 21, 1999, we adopted the ULTSMB contract with Deen and Black Public Relations (Deen and Black) which requires Deen and Black to develop and implement interim marketing and outreach campaigns for the ULTS program for 12 months (from November 1, 1999 to October 31, 2000) at a total cost of $4,491,762.00.  We find the $4,491,762 contract amount adopted in Resolution T-16353 for the ULTS interim marketing and outreach programs to be reasonable.  However, because the ULTS interim marketing contract with Deen and Black is for 12 months and the permanent marketing program may not be implemented until 2001, we will adopt the ULTSMB proposed budget of $5,000,000 should the ULTSMB find it necessary to extend the interim marketing campaign to December 2000. However, consistent with the requirements set forth in Resolution T-16353, we will require the ULTSMB to seek Commission approval to extend its contract with Deen and

Black or to spend funds in excess of the $4,491,762 previously approved in Resolution T-16353. 

In D.97-12-105, we required the ULTSMB to conduct a market study of ULTS demographics in California.  The information resulting from this study will be used to develop permanent marketing campaigns and outreach programs for the ULTS program.  The ULTSMB is in the process of developing an RFP for the market study, to be conducted sometime in the year 2000, and has proposed to include $1.0 million in is its 2000 budget for this purpose.  We find the ULTSMB proposed budget of $1.0 million for the market study to be reasonable.  This is the same amount we adopted for the ULTSMB 1999 budget
 in Resolution T-16245.

The ULTSMB proposes a budget of $200,000 for ULTS marketing program assessment.  D.97-12-105 directed the ULTSMB to continually assess how effective its marketing campaigns are achieving the overall marketing strategy and outreach goals. With the pending implementation of the interim marketing program, we will allow a budget amount for the ULTS interim marketing program assessment.  The result of this program assessment will enable the ULTSMB to develop comprehensive marketing strategies for the permanent marketing program.  We will allow $200,000 in the ULTSMB 2000 budget for ULTS marketing program assessment in addition to the estimated $5.0 million we find to be reasonable adopted herein for the interim ULTS marketing expenses. 

SB 669 and the ULTS Program

The Governor signed Senate Bill No. (SB) 669 into law.  This bill requires, in part, that ULTS surcharge revenues be deposited into the State Treasury.
  The implementation of SB 669 will be detailed in a report that will be submitted to the Governor and the state Legislature on or before July 1, 2000. We envision that this report will address a transition plan for the transfer of the funds to the State Treasury for all telecommunications public programs, and will include the adopted ULTS program budget for calendar year 2000 and fiscal year 2000-2001 and a timeline for submitting budgets for fiscal year 2001-2002 and future fiscal budget years for each program.  Further, the bill requires the Commission to conduct a financial and compliance audit of program-related costs and activities at least once every three years, beginning on January 1, 2000.

Therefore, commencing on the effective date of this Resolution, we will require that the following financial transactions for the ULTS program be reviewed and approved by the TD using the same process(es) it employs today to approve ULTS claims for carriers: (1) all fund transfers from the ULTS Trust fund account to the ULTS operating bank account; and (2) payments to Deen and Black for the ULTS interim marketing and outreach activities.  The TD may establish other review and approval processes it deems necessary for ULTS expenses to ensure compliance with SB 669. 

Future Budget Filings 

SB 669 will change the filing requirements for proposed budget and surcharge levels.  First, we believe that future budgets must be on a fiscal year basis, not the present calendar year basis, in order to conform to the State Budget process.  Second, fiscal year budgets will need to be presented for Commission approval at least one year in advance of the beginning of the budget year.  The Commission will have to present a Budget Change Proposal for each program budget to the California Department of Finance (DOF) by September 1.  SB 669 allows the Commission only 90 days to approve a program budget after filing of such a budget before submitting the adopted budget to the DOF.  Therefore, in order for the Commission to fulfill this obligation in a timely manner in year 2000, we will require the ULTS-TAC and ULTSMB to file a proposed budget and a proposed ULTS surcharge level for fiscal year 2001-2002 on or before June 2, 2000
, for Commission approval. We will also require the ULTS-TAC and ULTSMB to file a proposed six-month budget and proposed ULTS surcharge rate by March 1, 2000 for the period of January 2001 through June 2001.  The Commission’s adopted six-month budget will then be included as part of the fiscal year 2000-2001 budget in the Commission’s report to the Governor and the state Legislature. 

The Commission will provide further guidance and direction for future fiscal year (2002-2003 and thereafter) budget filing requirements.   

In future years under the provisions of SB 669, if the State budget, including spending authority for ULTS-TAC and ULTSMB CHCF-B funds, are not adopted by the Legislature and signed by the Governor by the beginning of the fiscal year, then the ULTS claims, and the ULTS-TAC and ULTSMB operating and program costs will not be paid even if the associated 

claims, program costs, and expenses are approved by the ULTS-TAC and ULTSMB.  Payments to carriers for ULTS and payments for ULTS marketing program expenses may not be made if the State budget approval process is delayed beyond the start of the new budget year.

   Notice of Availability of Conformed Resolution

In the past, the Commission has served a hard copy of this resolution on all telecommunications carriers and parties on the service list of R.98-09-005, I.95-01-020/021.  Consistent with the Commission’s commitment to utilize the CPUC Internet for distributing Commission orders and information, the Executive Director shall serve a Notice of Availability as contained in Attachment B of this resolution on all telecommunications carriers and all parties on the service list of OIR 98-09-005 and OII/OIR 95-01-020/021.  This notice is to inform parties that a copy of this resolution is available at the Commission’s web site, www.cpuc.ca.gov.

COMMENTS

The draft resolution of the TD in this matter was mailed on November 2, 1999 in accordance with PU Code Section 311(g) to the parties of record in OIR 98-09-005 and OII/OIR 95-01-020/021.  A letter was mailed to all telecommunications carriers advising them of the availability of this draft resolution in the Commission’s web site, www.cpuc.ca.gov.
TD received two comments to the draft resolution. Comments were filed by Mr. Ken McEldowney
 on November 15, 1999 and by Mr. Barry Ross
 on November 17, 1999.  These commenters noted technical errors in the proposed budget set forth in Appendix A of the draft resolution. These technical errors have been corrected.    

FINDINGS

The Commission finds that:

1.
The estimated budget of $268.5 million for the ULTS program is reasonable for the 2000 calendar year.  A surcharge rate of 0.50% is reasonable for the 2000 calendar year.  The 0.50% surcharge rate will provide sufficient revenue to fund projected ULTS program expenses.  

2.
An estimated ULTS Trust fund reserve balance of $60.00 million at 12/31/2000 is reasonable at this time. 

3.
It is reasonable for the ULTS-TAC to conduct a salary survey of positions in government and nonprofit organizations, which are similar to ULTS Trust staff positions by August 1, 2000.     

4.
It is reasonable to use the CPI to establish the salary levels for the ULTS Trust employees pending completion of the ULTS-TAC salary survey.  


5.
It is reasonable to adopt a budget of $990,941 for ULTS-TAC’s administrative expenses and $358,589 for ULTSMB’s administrative expenses for the 2000 calendar year.   

6.
A total program budget of approximately $6.2 million ($5.0 million for interim marketing programs, $1.0 million for market study, and $200,000 for program assessment), as set forth in Appendix A of this Resolution, is reasonable. 

The $1.0 million for market study will not be made available to the ULTSMB until such time that the ULTSMB submits an RFP and a contract for a market study for Commission approval. 

7.
The ULTSMB may request funding for interim marketing activities in its budget for the year 2001, but may not exceed the budget cap established for it in D.97-12-105.     

8.
Beginning January 1, 2000, the ULTS-TAC shall report the status of the ULTS reserve balance to the Director of the Telecommunications Division should the reserve balance fall below a reserve balance of $60 million.  ULTS-TAC shall request an adjustment to the ULTS surcharge within 5 business days that the reserve balance falls below $60.0 million. 
9.
It is reasonable to require the ULTS-TAC to provide the following financial transactions to the Director of the Telecommunications Division for review and approved: (1) all fund transfers from the ULTS Trust fund account to the ULTS operating bank account; and (2) payments to Deen and Black for the ULTS interim marketing and outreach activities.  The TD may also establish other review and approval processes it deems necessary for ULTS expenses to ensure compliance with SB 669. 

10.
Telecommunications service subscribers will have a better understanding of their telephone bill if the utilities are required to continue to include the ULTS surcharge as a separate line item on customers’ telephone bills.

11.
For administrative efficiency, it is reasonable to allow all telecommunications utilities that are subject to the various telecommunications public program surcharges to concurrently file revised tariff schedules in compliance with the resolutions and decisions revising these surcharges in accordance with the provisions of G.O. 96-A on or before December 23, 1999, which shall become effective January 1, 2000.

12.
Senate Bill 699 will require the ULTS and other programs funds to be deposited into the State Treasury.  

13.
The implementation of SB 669 will be detailed in a report that will be submitted to the Governor and the state Legislature on or before July 1, 2000.

14.
SB 669 will change the future filing requirements for proposed program budgets and surcharge levels to a fiscal year basis from a calendar year basis.

15.
It is reasonable to require the ULTS-TAC and the ULTS-MB to file a proposed six-month budget, from January 2001 through June 2001, and ULTS surcharge rate for the same time period on or before March 1, 2000.   

16.
It is reasonable to require the ULTS-TAC and the ULTS-MB to file a proposed budget on or before June 2, 2000 for fiscal year 2001-2002.

17.
The Commission is committed to utilize the CPUC Internet for distributing Commission orders and information.

THEREFORE, IT IS ORDERED that:

1.  All Local Exchange Carriers, Interexchange Carriers,

Cellular carriers and other certified companies who are subject to the collection of ULTS surcharges, shall collect a 0.50% surcharge on service rates of all intrastate end user services, except for those that have been specifically excluded, to fund the Universal Lifeline Telephone Service program.  The Combined California PUC Telephone Surcharge Transmittal currently in use shall be used to transmit all payments to the ULTS program until revised.  The Telecommunications Division shall post this Resolution on the Commission web site, www.cpuc.ca.gov, within 5 business days from the effective date of this Resolution. 

2.
The 0.50% surcharge rate shall be applied to all surchargeable billings rendered on or after January 1, 2000 and continue until further revised by the Commission.

3.
All telecommunications carriers subject to the ULTS

surcharge shall file revised tariff schedules, by advice letters, in accordance with the provisions of G.O. 96-A on or before December 23, 1999.  The advice letters shall become effective on January 1, 2000.

4.
All telecommunications carriers that are subject to the surcharges of the various telecommunications public programs may concurrently file revised tariff schedules, by advice letters, in compliance with the resolutions or decisions revising these surcharges in accordance with the provisions of G.O. 96-A on or before December 23, 1999.  The advice letters shall become effective January 1, 2000. 

5.
The ULTS surcharge shall be identified separately on the subscriber's telephone bills as "Universal Lifeline Telephone Service Surcharge."

6.
The Commission reserves the right in the future to review and adjust the surcharge rate adopted in this Resolution as necessary to support the ULTS program requirements.

7.
All Local Exchange Carriers and Interexchange Carriers are granted an exemption from the noticing requirement of General Order 96-A, Section III, G.1 for this filing only.

8.
An administrative budget of $1,349,530 ($990,941 for ULTS-TAC and $358,989 for ULTSMB) for administrative expenses for the 2000 calendar year, as set forth in Appendix A of this Resolution, is adopted.

9.
A total budget of $6.2 million ($5.0 million for interim marketing programs, $1.0 million for market study, and $200,000 for program assessment), as set forth in Appendix A of this Resolution, is adopted for the ULTSMB for the 2000 calendar year. The $1.0 million for market study shall be made available subject to our review and approval of the ULTSMB’s RFP and contract for the market study.

10.
The ULTS-TAC shall conduct a salary survey of positions in government and nonprofit organizations, which are similar to the ULTS Trust staff positions, by August 1, 2000.   The survey shall be under the control and authority of the Commission. The RFP and contracts for the salary survey shall comply with all state contracting rules. The RFP and contracts for the survey shall be submitted to the Director of the Telecommunications Division for review and approval before they are released for bids.  A copy of the salary survey shall be provided to the Director of the Telecommunications Division within 5 days after completion. The Director of the Telecommunications Division shall determine the reasonableness and appropriateness of using the salary survey to establish the salary levels of the ULTS Trust employees.
11.
The salary levels adopted for the ULTS Trust employees in this Resolution shall not be changed without prior Commission approval.   
12.
The salary levels for the ULTS Trust employees to be contained in future budgets for the ULTS-TAC and the ULTSMB  
shall be based on an estimated annual Consumer Price Index until such time that the ULTS-TAC completes a salary survey.  
11. 13.
The ULTS-TAC shall conduct an audit of Pacific Bell’s, GTE California’s, and Roseville Telephone
 Company’s practice and procedures for submitting ULTS claims and surcharges. The audit shall examine the accuracy of the surcharges they remit to the ULTS program, as well as the accuracy of the claims they submit and payments they receive from the ULTS program. Pacific, GTEC, and Roseville shall make available to the auditor(s) all pertinent documents and information required by the auditor(s) to effectively complete such audits in a timely fashion.  The RFP and contracts for the audit shall comply with all state contracting rules. The RFP and contracts for the audit shall be submitted to the Director of the Telecommunications Division for review and approval before they are released for bids. A copy of the audit report shall be provided to the Director of the Telecommunications Division within 5 days after completion. 
14.
Commencing on the effective date of this Resolution, the ULTS-TAC shall provide the following financial transactions for the ULTS program to the Director of the Telecommunications Division for review and approved: (1) all fund transfers from the ULTS Trust fund account to the ULTS operating bank account; and (2) payments to Deen and Black for the ULTS interim marketing and outreach activities.  The TD may also establish other review and approval processes it deems necessary for ULTS expenses to ensure compliance with SB 669. 

15.
The ULTS-TAC and the ULTSMB shall file a proposed “six-month budget” (from January 2001 through July 2001) and a proposed ULTS surcharge level for the same period by March 1, 2000.

16.
The ULTS-TAC and the ULTSMB shall file a proposed budget and surcharge level for fiscal year 2001-2002 by June 2, 2000. 

17.
The Telecommunications Division shall post this resolution on the Commission web site (www.cpuc.ca.gov) within 5 business days from the effective date of this resolution.

18.
The Executive Director shall serve the Notice of Availability contained in Appendix B of this resolution on all telecommunications carriers and parties on the service list of OIR/OII.95-10-020/021 and OIR 98-09-005.  

This Resolution is effective today.

I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on December 2, 1999.  The following Commissioners approved it:

______________________________

WESLEY M. FRANKLIN

Executive Director








RICHARD A. BILAS








   President








HENRY M. DUQUE








JOSIAH L. NEEPER








JOEL Z. HYATT








CARL W. WOOD








   Commissioners

APPENDIX B

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFONIA 

NOTICE OF AVAILABILITY 

OF RESOLUTION T-16366


This is to notify you that Resolution T-16366 is available for viewing and downloading from the Commission’s web site, www.cpuc.ca.gov.  This resolution was adopted by the Commission at its regular meeting on December 2, 1999. It revises the Universal Lifeline Telephone Service (ULTS) surcharge rate from 0.0% to 0.50% for the 2000 calendar year.  This Resolution also adopts budgets for the 2000 calendar year for the ULTS Administrative Committee and for the ULTS Marketing Board.  

Parties may also obtain a hard copy of this Resolution by contacting the Commission’s Telecommunications Division at (415) 703-3051. 

� Consists of $990,941 for the ULTS-TAC and $358,589 for the ULTSMB.


� Assembly Bill (AB) 386 was enacted on July 15, 1987 to replace AB 1348 (1983) and to provide funding for the ULTS program.  AB 386 did not, after establishing an initial rate, provide specific directions for establishing surcharge rates or the related amount of reserve for the ULTS Fund.  However, the legislation allows the Commission to "determine any questions of fact in the administration of this article."


� Pacific Bell Advice Letter No. 20400


� OIR 98-09-005, Modification to the ULTS Program and General Order 153  


� UCLA forecast of CPI for California (June, 1999).


� From comments filed by Ken McEldowney and Barry Ross, TD understands that the ULTS-TAC authorized a salary increase for the Executive Director from $75,000 to $80,000 in July 1999.     


� We expect the ULTS-TAC salary survey to reasonably reflect the ULTS Trust employee positions.  We will authorize the Director of the Telecommunications Division to determine the reasonableness and appropriateness of using the results of the ULTS-TAC salary survey for establishing the salary levels for the ULTS Trust employees.   


� We will require that this method of using the CPI to establish the salary levels for the ULTS Trust employees be continued until the ULTS-TAC completes a salary survey.   The mechanics of applying the CPI adjustment to establish the salary levels for the ULTS Trust employees in future ULTS budget periods will be discussed in the appropriate Commission resolutions for these budgets.   


� Pacific, GTEC and Roseville are currently the three largest recipients of ULTS subsidies for services provided to ULTS subscribers.  It is reasonable to first examine the financial records of these carriers for the services they provide to ULTS customers.  We will evaluate the need to examine financial records of other carriers for the ULTS program in the future.    


� The ULTSMB was unable to perform the market study in 1999 because of the activities involved in the development of the interim marketing and outreach campaigns.  


�   Senate Bill No. 669 affects the CHCF-BULTS program and five other public programs funds.


�  June 3, 2000 is Saturday; thus June 2, 2000 is set as the filing date of each program budget.


� Mr. McEdowney serves as Chair of the ULTS-TAC.  His comments were allegedly filed on behalf of the ULTS-TAC.  


� Mr. Ross represents the California Telephone Association on the ULTS-TAC and on the ULTSMB.  Mr. Ross filed comments as a member of the public.   
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