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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

	Telecommunications Division
	RESOLUTION T-16561

	Public Programs Branch
	August 23, 2001


R E S O L U T I O N
RESOLUTION T-16561 TO ADOPT THE BUDGET FOR THE TIME PERIOD FROM JULY 1, 2002 THROUGH JUNE 30, 2003 FOR THE UNIVERSAL LIFELINE TELEPHONE SERVICE (ULTS) PROGRAM WHICH INCLUDES THE UNIVERSAL LIFELINE TELEPHONE SERVICE TRUST ADMINISTRATIVE COMMITTEE (ULTS-TAC) AND THE UNIVERSAL LIFELINE TELEPHONE SERVICE MARKETING BOARD (ULTS-MB).

_________________________________________________________________

SUMMARY
This resolution adopts a budget of $284.012 million for the ULTS for the time period from July 1, 2002 to June 30, 2003 (FY 2002-03) and decreases the surcharge rate to 1.25% from 1.45% for FY 2002-03.   The surcharge will fund the ULTS program claims, the ULTS-TAC, and ULTS-MB administrative and program costs, and a three-month reserve.  By approving this resolution on a fiscal year basis, the Commission will conform with the State Budget process.

This total ULTS budget of $284,011,726 consists of the following components:

	ULTS Carrier Claims for ULTS Service
	$275,000,000

	ULTS-MB
	$7,164,108

	ULTS-TAC
	$1,847,618

	
	$284,011,726


The adopted ULTS FY 2002-03 budget is included in Appendices A-1 through A-3 of this resolution.

This resolution adopts a FY 2002-03 budget of $1,847,618 for ULTS-TAC’s administrative expenses.  The ULTS-TAC administers the ULTS program on behalf of the Commission.  At the same time, this resolution adopts a FY 2002-03 budget of $7,164,108 for the ULTS-MB’s program costs.  The objective of the ULTS-MB is to promote and market the ULTS program.  The adopted FY 2002-03 budget for the ULTS-MB covers administrative expenses, estimated costs for marketing assessment study, and marketing programs including a call center.  Finally, this resolution adopts a FY 2002-03 budget for estimated annual claims of $275,000,000 for reimbursement to carriers for providing ULTS services.

BACKGROUND
ULTS Program:

The ULTS program was established in 1984 (Decision 84-11-028) pursuant to Public Utilities Code Section 871.  The program provides discounted basic service to low-income households.  The Commission, in Decision 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 Decision 94-09-065, the surcharge was further extended to all end users services, except for specific exceptions, on January 1, 1995. 
  Appendix A-4 lists the historical ULTS surcharge rates since the inception of the program.

ULTS-TAC and ULTS-MB Programs:

The California Public Utilities Commission (CPUC or Commission) established the ULTS-TAC in Decision 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 is currently budgeted for seven full-time employees who handle daily administrative and financial responsibilities of the ULTS trust and ULTS-MB.

The Commission established the ULTS-MB in Decision 97-12-105 as an entity responsible for marketing the 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.  At the end of 1999, there were approximately 3.350 million ULTS subscribers in California.  Specifically, the ULTS-MB was given the responsibility to develop a budget for marketing the ULTS program, to devise competively neutral marketing strategies, and to oversee the implementation of the ULTS marketing campaigns.

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

NOTICE/PROTESTS
On May 25, 2001, the ULTS-TAC and ULTS-MB submitted to the Commission a proposed FY 2002-03 budget of $9,011,726.  A copy of this budget filing was mailed to the service list of R-95-01-020.  This filing was publicly noticed on the Commission’s Daily Calendar on June 4, 2001, stating that any comments and/or protests must be made in writing and received by the Commission within 20 days.  No protests to the budget letter request have been received.

BUDGET FILING PROCESS

Public Utilities Code (PU Code) Section 277(b) requires the ULTS program funds to be deposited to the State Treasury and PU Code Section 273(a) requires the submission of an annual budget to the Commission for approval.  To conform to the State Budget process, the ULTS budget process was modified from a calendar year basis to a State of California fiscal year budget basis.  The last ULTS budget in year 2000 was transitioned into a fiscal year basis.  In Resolution T-16435 the Commission adopted a budget for the ULTS program on a fiscal year basis, for the period July 1, 2001 through June 30, 2002.  In the current resolution, the Commission adopts the ULTS FY 2002-2003 budget and surcharge rate for the period of July 1, 2002 through June 30, 2003. 

To comply with the requirements of the PU Code Section 273 (a), the ULTS-TAC must submit a proposed budget through a letter request to the Commission on or before June 1 (or the next business day if June 1 is on a weekend).  The Commission has ninety (90) days to approve the proposed ULTS budget since the Commission must submit a Budget Change Proposal for the ULTS program to the Department of Finance (DOF) by September 1.  For FY 2002-03, the ULTS-TAC filed the budget through a letter request on May 25, 2001.   In order for the Commission to fulfill this obligation in a timely manner in the year 2002, the Commission will require the ULTS-TAC and ULTS-MB to file by June 1, 2002 (or the next business day if June 1 is not a business day) a proposed budget and a proposed surcharge level for fiscal year 2003 – 2004 for Commission approval.

Furthermore, PU Code Section 274 includes a provision that the Commission conduct financial and compliance audits of public program related costs and activities at least once every three years, beginning January 1, 2000.

In future years under the provisions of PU Code Section 277(b), if the State budget, which includes the ULTS budget expenses, is not adopted by the Legislature and signed by the Governor on or before the beginning of the fiscal year, payments for any ULTS related claims will not be paid even if the associated claims and expenses are approved by the ULTS-TAC.   Thus, the ULTS claim payments to carriers are contingent on approval of a state budget.

DISCUSSION

On May 25, 2001, the ULTS-TAC and ULTS-MB filed a proposed FY 2002-03 program budget for adoption by the Commission.  The FY 2002-03 budget is a combined ULTS-TAC and ULTS-MB amount of $9,011,726, exclusive of carrier claims for ULTS services of $275 million.  The budget was prepared using a “zero-based” budgeting approach and the budget includes “projected costs for completing tasks” assigned to ULTS-TAC and ULTS-MB.  

ULTS-TAC AND ULTS-MB BUDGET FOR THE FY 2002-2003 BUDGET

The ULTS-TAC and the ULTS-MB submitted a proposed FY 2002-03 budget of $1,847,618 and $7,164,108, respectively.  Tabulations of the proposed budgets are set forth in Appendices A-1 through A-3 of this resolution.  The ULTS-TAC’s proposed FY 2002-03 budget covers administrative expenses.  The ULTS-MB’s proposed FY 2002-03 budget covers administrative expenses, ULTS marketing program expenses including call center, and marketing program assessment study.  Telecommunications Division (TD) staff recommends the adoption of the ULTS-TAC and ULTS-MB proposed budget subject to the following discussion.

1) Personnel – The functions of ULTS-TAC and ULTS-MB are administered by seven external staff positions.  The seven external staff positions for FY 2002-03 are as follows:
a. Executive Director

b. Office Administrator

c. Internal Auditor

d. Administrative Assistant

e. ULTS-TAC Administrative Assistant

f. ULTS-MB Project Manager

g. ULTS-MB Administrative Assistant

The proposed salary increase for FY 2002-03 for the five of the seven staff positions ranges from 3-5% while the proposal salary increase for the other two positions (Office Administrator and Administrative Assistant) is a 10.5% increase.  These two positions have been reclassified due to increased responsibilities resulting in the proposed salary increase of 10.5%.  All proposed salary levels for all seven positions for FY 2002-03 are within the ranges identified in the ULTS Compensation Study as authorized by the Commission in year 2000.  Appendix A-3 lists the salary structure for each of the seven positions.

The Commission notes that the budget for Personnel and other administrative expenses is likely to change because of the need to transition ULTS funds to the State Treasury pursuant to Section 270, which was added by SB 669 (Polanco 2000).  Once ULTS funds are moved to the State Treasury, we expect that the ULTS program will need to be internalized at the Commission.  This internalization of the program may occur in the 2001-2002 fiscal year.  The Commission awaits the approval of the 2001-2002 State budget to know the precise impact of internalization on the ULTS budget.  If the budget is approved in time, we may amend this resolution to reflect the changes resulting from internalization.

2) Marketing Program – The ULTS-MB proposed $5 million for the Permanent Marketing Program and $1.5 million for Call Center for the FY 2002-03 budget.  The permanent marketing program activities include implementing the marketing campaigns and outreach programs for ULTS.  A Call Center enhances the marketing program efforts by providing an avenue for potential ULTS customers to contact and request additional information on the ULTS program.  For example, a Call Center will be able to serve as an educational resource and as a competitively neutral referral source for potential ULTS customers.  Results from the interim marketing program, Phase I, indicated a separate Call Center is essential to the successful expansion of the ULTS program.

TD staff recommends that the Commission adopt both a Call Center and a permanent marketing program totaling $6.5 million ($5 million for the marketing program and $1.5 million for the Call Center) for FY 2002-03.  In D.97-12-105, the Commission stated that the ULTS-MB budget should not exceed the average of the annual ULTS expenses reimbursed to all carriers for the previous three years that carriers provided ULTS marketing services.  In resolutions 
 issued after the issuance of D.97-12-105 the Commission has interpreted this request to impose a $5 million cap on annual expenditures for marketing.  However, TD staff believes that additional costs of $1.5 million for the Call Center are reasonable and should be incurred in order to expand subscription to Lifeline service by eligible customers.  Accordingly, TD staff recommends that the Commission increase the $5 million cap to $6.5 million..

3) Assessment – The ULTS Administrative Committee proposed $200,000 for the Marketing Assessment study for the FY 2002-03 budget. Resolution T-16366 adopted a $200,000 annual budget for calendar year 2000.  Since the assessment is an annual ongoing activity, this resolution adopts the requested level of $200,000 for Market Assessment.

4) Auditing and Accounting Expenses -- The ULTS-TAC proposed FY 2002-03 budget includes $16,000 for financial audit, $600,000 for carrier audits, and $500,000 for a compliance audit.  The financial and compliance audits will involve a review of ULTS Trust and ULTS-MB financial records, contract processes, and other compliance issues consistent with the PU Code Section 274. The carrier audit will review various local exchange telephone carriers’ (LEC) practices and procedures for ULTS claims and surcharges. The audit will examine the accuracy of the surcharges carriers remit to the ULTS program, as well as the accuracy of the claims they submit and payments they receive from the ULTS program.  

The TD staff believes that the ULTS-TAC proposed FY 2002-03 budget of $1.116 million for financial, compliance, and carrier audits is reasonable and should be adopted. The contract proposals (e.g. Request For Proposals, Invitation for Bids, etc.) and contracts for the audits should comply with state contracting rules.  Both of the contract proposals and contracts should be submitted to the Director of the Telecommunications Division for review and approval before being release 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.

5) ULTS Claims: The TD staff recommends that $275 million be adopted for ULTS claims.  For FY 2001-02, the Commission adopted $274 million for ULTS claims.  The TD staff recommends the adoption of the $275 million for FY 2002-03 because the carriers will likely incur the same approximate level of costs in FY 2002-03 as in FY 2001-02 resulting from the modifications of the ULTS program in D.00-10-028.  In addition, with increased awareness of the ULTS program from the Permanent Marketing Program and Call Center, TD staff estimates the expenses to increase about $ 1 million in FY 2002-03 from FY 2001-02.

The TD recommendations to adopt the ULTS FY 2002-03 budget of  $284 million, consisting of $275 million for ULTS Carrier Claims for ULTS Service, $7.1 million for ULTS-MB, and $1.8 million for ULTS-TAC, are reasonable.

ULTS Surcharge

TD performed a cash-flow analysis to determine a reasonable surcharge rate from July 1, 2002 through June 30, 2003.  The calculation to decrease the ULTS surcharge rate to 1.25% from 1.45% is included in Appendix B of this resolution.  The factors considered in assessing the surcharge are a three-month reserve, no investment income for FY 2002-03 and actual June 30, 2001 balance of $107.2 million.  For purposes of estimating the surcharge level, TD staff has omitted the interest for calculation purposes after June 30, 2002 because the interest earnings thereon, after transfer of the Fund to the State Treasury are indeterminable.  Interest earnings will not materially impact the surcharge estimate.

The TD staff recommended surcharge rate of 1.25% is reasonable.

Notice to Other Carriers and Advice Letter Filing

In resolution T-15558 (dated June 8, 1994) the Commission waived the notice requirements of General Order 96-A, Section III, G.1, to furnish competing utilities either public or private 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 about which they already know.  Since that time, nothing has happened to change our opinion, so we will waive this notice requirement for tariff changes that comply with this resolution.

The TD oversees the administration of eight public programs.  The surcharge rates for some of these programs will be revised effective July 1, 2002 for FY 2002-2003.  For administrative efficiency, we will allow all telecommunications utilities that are subject to the surcharges for these various programs to file concurrently revised tariff schedules in compliance with resolutions and decisions revising these surcharges in accordance with the provisions of G.O. 96-A for FY 2002-2003 on or before June 15, 2002.  These advice letters shall become effective July 1, 2002.

NOTICE OF AVAILABILITY OF CONFORMED RESOLUTION

In order to be consistent with the Commission’s commitment to utilize the CPUC Internet web site for distributing Commission orders and information, TD has informed all telecommunications carriers of the availability on the Commission’s web site, www.cpuc.ca.gov, of the conformed copies of this resolution, when adopted by the Commission.  In addition, a hard copy of the conformed resolution will be mailed to all parties on the service list of R.98-09-005/I.95-01-020/021.

COMMENTS
A Notice of Availability of TD staff’s draft resolution in this matter was mailed on July 24, 2001 to all telecommunications carriers, advising them of the availability of this draft resolution on the Commission’s web site, www.cpuc.ca.gov, in accordance with PU Code Section 311(g).  Hard copies of the draft resolution were mailed to the parties of record in R.98-09-005, I.95-01-020/021 on July 24, 2001.  Comments received on a timely basis will be addressed by TD staff in this resolution. 
FINDINGS
1) The Universal Lifeline Telephone Service (ULTS) program total budget from July 1, 2002 to June 30, 2003 (FY 2002-03) of $284,011,726 is reasonable.

2) The ULTS surcharge rate should be decreased to 1.25% from 1.45% for the FY 2002-2003.

3) The ULTS surcharge rate of 1.25% provides sufficient revenue to fund projected ULTS program expenses through June 30, 2003.

4) The ULTS surcharge rate of 1.25% will provide a sufficient reserve balance as of June 30, 2003.

5) For administrative efficiency, it is reasonable to allow all telecommunications utilities that are subject to the various public program surcharges to file concurrently revised tariff schedules in compliance with the resolutions and decisions revising these surcharges in accordance with the provisions of G.O. 96-A for the FY 2002-2003 on or before June 15, 2002.  Such filings shall become effective July 1, 2002.

6) The Universal Lifeline Telephone Service – Trust Administrative Committee (ULTS-TAC) FY 2002-03 budget of $1,847,618 is reasonable.

7) A Call Center will aid the marketing efforts of the Universal Lifeline Telephone Service Marketing Board (ULTS-MB). 

8) The ULTS-MB FY 2002-2003 budget proposal of $1.5 million for a Call Center is reasonable.

9) The total FY 2002-03 budget for ULTS-MB for FY 2002-2003 of $7,164,108 is reasonable. 

10)   In order to conform with the State Budget, the budget process requires changing the filing of proposed program budgets and surcharge levels on a fiscal year basis.

11)  The ULTS program should file a proposed fiscal year 2003 – 2004 budget for Commission approval by or before June 1, 2002 (or the next business day if June 1 is not a business day).

THEREFORE, IT IS ORDERED that:

1) The Universal Lifeline Telephone Service (ULTS) program total budget from July 1, 2002 to June 30, 2003 (FY 2001-02) of $284,011,726 is adopted.

2) The ULTS surcharge rate of 1.25% is adopted, effective July 1, 2002, for FY 2002-03.

3) The 1.25% surcharge rate to fund the ULTS Program shall be applied to all surchargeable intrastate billings rendered on or after July 1, 2002.  This surcharge rate shall continue until further revised by the Commission.

4) All telecommunications carriers who are required to collect the ULTS surcharge shall file revised tariff schedules by advice letters in accordance with the provisions of General Order 96-A for FY 2002-2003 on or before June 15, 2002.  The advice letters shall become effective on July 1, 2002.

5) All telecommunications carriers who are required to collect the surcharges for the various public programs may concurrently file revised tariff schedules in compliance with the resolutions or decisions revising these surcharges by advice letters in accordance with the provisions of General Order 96-A for FY 2002-03 on or before June 15, 2002.  The advice letters shall become effective July 1, 2002.

6) The Universal Lifeline Telephone Service – Trust Administrative Committee (ULTS-TAC) FY 2002-3 of $1,847,618 is adopted.

7) The Universal Lifeline Telephone Service Marketing Board (ULTS-MB) FY 2002-03 budget proposal of $1.5 million for a Call Center is adopted.

8) The total FY 2002-03 budget for ULTS-MB of $7,164,108 is adopted. 

9) The ULTS program shall file a proposed fiscal year 2003 – 2004 budget for Commission approval by or before June 1, 2002 (or the next business day if June 1 is not a business day).

10) The Executive Director shall serve hard copies of the conformed resolution to all parties of record in R.98-09-005 and I.95-01-020/021.

This Resolution is effective today.

I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on August 23, 2001.  The following Commissioners approved it:

	

	WESLEY M. FRANKLIN

Executive Director


Appendix A-1

	
	Universal Lifeline Telephone Service Trust - Administrative Committee

	
	Proposed And Adopted Budget for FY 2002-03
	 
	 

	
	
	 Adopted  
	 Proposed 
	Adopted

	
	Description
	 FY 2001-02 
	 FY 2002-03 
	FY 2002-03

	Personnel
	Executive Director
	$         58,288
	$       53,681
	$       53,681

	
	Office Administrator
	n/a
	$       50,850
	$       50,850

	
	Internal Auditor
	 $         45,876
	$       45,762
	$       45,762

	
	Administrative Asst (was Recept/Secty)
	 $         32,007
	$       35,000
	$       35,000

	
	Executive Assistant
	 $         50,669
	$                0
	$                0

	
	Administrative Asst.
	 $         40,541
	$       29,523
	$       29,523

	
	Project Manager – ULTSMB
	
	
	

	
	Administrative Asst. - ULTSMB
	
	
	

	Personnel
	Personnel (3.75 FTE)
	 $      227,381
	$     214,816
	 $     214,816

	Taxes
	FICA (Medicare/OASDI)
	 $        17,397
	$       16,434
	$       16,434

	
	ETT
	 $                  -
	$              72
	$              72

	
	SUI
	 $          1,767
	$         1,440
	$         1,440

	
	WCI
	 $          2,321
	$         2,686
	$         2,686

	Benefits
	Medical
	 $        26,550
	$       30,254
	$       30,254

	
	Dental
	 $        10,250
	$         7,644
	$         7,644

	
	Accidental Death
	 $             752
	$         1,235
	$         1,235

	
	Long Term Disability
	 $             977
	$         3,397
	$         3,397

	
	Pension
	 $        26,148
	$       24,704
	$       24,704

	Operating Exp.
	Office Supplies
	 $          3,777
	$         5,000
	$         5,000

	
	Publications/Subscriptions
	 $          1,295
	$         1,386
	$         1,386

	
	Postage
	 $          3,239
	$         3,475
	$         3,475

	
	Telephone
	 $          4,856
	$         5,100
	$         5,100

	
	New Equip/Software/Service
	 $          8,000
	$         8,700
	$         8,700

	
	Rent/Lease
	 $        30,209
	$       36,000
	$       36,000

	
	Commercial Liability Ins.
	 $             540
	$            575
	$            575

	
	Staff Training/Development
	 $          2,698
	$         3,000
	$         3,000

	
	Employee Travel
	 $             810
	$         1,200
	$         1,200

	
	Board Travel
	 $             200
	$            200
	$            200

	
	Board Per Diem
	 $          4,800
	$         4,800
	$         4,800

	Advisory Svcs.
	Legal Expenses
	 $          3,150
	$         5,000
	$         5,000

	
	Investment Advisory
	 $        30,000
	$                0
	$                0

	
	Professional Consultants
	 $        15,000
	$         5,000
	$         5,000

	
	Audit/Accounting
	 
	 
	 

	
	--Accountant/Bookkeeper
	 $          6,194
	  $         4,000
	$         4,000

	
	--Annual Financial Audit
	 $          6,000
	$         8,000
	$         8,000

	
	--Compliance Audit
	 $               -   
	$     500,000
	$     500,000

	
	--Carrier Audit
	 $      500,000
	$     600,000
	$     600,000

	
	Board Insurance
	 
	
	 

	
	--D & O Insurance
	 $        26,715
	$       28,500
	$       28,500

	
	--E & O Insurance
	 $               -   
	$                 -
	$                0

	Trust Svcs.
	Trust Fees
	 $      107,888
	$                0
	$                0

	
	SB 669 Estimated Pro-Rata Charges
	 $      328,006
	$     325,000
	$     325,000

	
	Total Administrative Expense
	$   1,396,917
	$  1,847,618
	$  1,847,618


Appendix A-2

	
	Universal Lifeline Telephone Service - Marketing Board
	

	
	Proposed and Adopted Budget for FY 2002-03
	 
	

	
	
	
	
	

	
	
	 Adopted 
	 Proposed 
	 Adopted 

	
	Description
	 FY 2001-02 
	 FY 2002-03 
	 FY 2002-03 

	Personnel
	Executive Director
	$      24,981
	$        17,893
	$       17,893

	
	Office Administrator
	 n/a 
	$          5,650
	$         5,650

	
	Internal Auditor
	$                -
	$          2,408
	$         2,408

	
	Administrative Asst (was Recept/Secty)
	$                -
	$                  -
	$                 -

	
	Executive Assistant
	$                -
	$                  -
	$                 -

	
	Administrative Asst.
	$                -
	$        12,652
	$       12,652

	
	Project Manager – ULTSMB
	$      53,344
	$        55,475
	$       55,475

	
	Administrative Asst. – ULTSMB
	$      40,543
	$        42,175
	$       42,175

	Personnel
	Personnel (3.25 FTE)
	$    118,868
	$      136,253
	$     136,253

	Taxes
	FICA (Medicare/OASDI)
	$        9,096
	$        10,423
	$       10,423

	
	ETT
	$               - 
	$               28 
	$              28

	
	SUI
	$           822
	$             560
	$            560

	
	WCI
	$        1,196
	$          1,703
	$         1,703

	Benefits
	Medical
	$      13,950
	$        10,934
	$       10,934

	
	Dental
	$        4,250
	$          2,505
	$         2,505

	
	Accidental Death
	 $           368
	$             723
	$            723

	
	Long Term Disability
	$           457
	$          2,862
	$         2,862

	
	Pension
	$      13,670
	$        15,669
	$       15,669

	Operating Exp.
	Office Supplies
	 $        8,631
	$        11,167
	$       11,167

	
	Publications/Subscriptions
	$        5,394
	$          5,610
	$         5,610

	
	Postage
	$        6,473
	$          7,832
	 $         7,832

	
	Telephone
	$        5,000
	$          5,700
	 $         5,700

	
	New Equip/Software/Service
	$        5,500
	$          7,600
	 $         7,600

	
	Rent/Lease
	$      12,947
	$        16,000
	 $       16,000

	
	Commercial Liability Ins.
	  $           221
	$             230
	 $            230

	
	Staff Training/Development
	$        1,619
	$          2,400
	 $         2,400

	
	Employee Travel
	$        7,500
	$          7,500
	 $         7,500

	
	Board Travel
	$      23,500
	$        23,500
	 $       23,500

	
	Board Per Diem
	$      32,400
	$        32,400
	 $       32,400

	Advisory Svcs.
	Legal Expenses
	$      50,000
	$        50,000
	 $       50,000

	
	Investment Advisory
	$                -
	$                  -
	$                 -

	
	Professional Consultants
	$      30,000
	$        12,500
	$       12,500

	
	Audit/Accounting
	 
	 
	 

	
	--Accountant/Bookkeeper
	$        5,000
	$          4,000
	$         4,000

	
	--Annual Financial Audit
	$      11,025
	$          8,000
	$         8,000

	
	--Compliance Audit
	   $                -
	$                  -
	$                 -

	
	--Carrier Audit
	$                -
	$                  -
	$                 -

	
	Board Insurance
	 
	 
	 

	
	--D & O Insurance
	$      12,000
	$          6,400
	 $         6,400

	
	--E & O Insurance
	$      24,000
	$        31,609
	 $       31,609

	Trust Svcs.
	Trust Fees
	
	
	

	
	Total Administrative Expense
	$    403,887
	$      414,108 
	 $     414,108

	Marketing Exp.
	Marketing Program
	$ 5,000,000
	$   5,000,000
	 $  5,000,000

	
	Call Center
	
	$   1,500,000
	 $  1,500,000

	
	Market Research
	$     750,000
	$                  -
	$                 -

	
	Assessment
	$     200,000
	$      250,000
	$     250,000

	
	Total Marketing Expense
	$  5,950,000
	 $   6,750,000
	$  6,750,000

	
	Total Budget:
	$  6,353,887
	$   7,164,108
	$  7,164,108


Appendix A-3

	Universal Lifeline Telephone Service Trust - ULTS-AC and ULTSMB Combined

	Proposed Budgets for FY 2002-2003
	
	

	
	
	 Adopted ULTSAC 
	 Adopted ULTSMB 
	 Adopted Cumulative 

	
	Description
	 FY 2002-2003 
	 FY 2002-2003 
	 FY 2002-2003 

	Personnel
	Executive Director
	$          53,681
	$        17,893
	$       71,574

	
	Office Administrator
	$          50,850
	$          5,650
	$       56,500

	
	Internal Auditor
	$          45,762
	$          2,408
	$       48,170

	
	Admin. Asst (Recept/Secretary)
	$          35,000
	$                  -
	$       35,000

	
	Executive Assistant
	$                    -
	$                  -
	$                 -

	
	Administrative Asst.
	$          29,523
	$        12,652
	$       42,175

	
	Project Manager - ULTSMB
	
	$        55,475
	$       55,475

	
	Administrative Asst. - ULTSMB
	
	$        42,175
	$       42,175

	Personnel
	Personnel (7.0 FTE)
	$        214,816
	$      136,253
	$     351,069

	Taxes
	FICA (Medicare/OASDI)
	$          16,434
	$        10,423
	$       26,857

	
	ETT
	$                 72
	$               28
	$            100

	
	SUI
	$            1,440
	$             560
	$         2,000

	
	WCI
	$            2,686
	$          1,703
	$         4,389

	Benefits
	Medical
	$          30,254
	$        10,934
	$       41,188

	
	Dental
	$            7,644
	$          2,505
	$       10,149

	
	Accidental Death
	$            1,235
	$             723
	$         1,958

	
	Long Term Disability
	$            3,397
	$          2,862
	$         6,259

	
	Pension
	$          24,704
	$        15,669
	$       40,373

	Operating Exp.
	Office Supplies
	$            5,000
	$        11,167
	$       16,167

	
	Publications/Subscriptions
	$            1,386
	$          5,610
	$         6,996

	
	Postage
	$            3,475
	$          7,832
	$       11,307

	
	Telephone
	$            5,100
	$          5,700
	$       10,800

	
	New Equip/Software/Service
	$            8,700
	$          7,600
	$       16,300

	
	Rent/Lease
	$          36,000
	$        16,000
	$       52,000

	
	Commercial Liability Ins.
	$               575
	$             230
	$            805

	
	Staff Training/Development
	$            3,000
	$          2,400
	$         5,400

	
	Employee Travel
	$            1,200 
	$          7,500
	$         8,700

	
	Board Travel
	$               200
	$        23,500
	$       23,700

	
	Board Per Diem
	$            4,800
	$        32,400
	$       37,200

	Advisory Svcs.
	Legal Expenses
	$            5,000
	$        50,000
	$       55,000

	
	Investment Advisory
	$                    -
	$                  -
	$                 -

	
	Professional Consultants
	$            5,000
	$        12,500
	$       17,500

	
	Audit/Accounting
	 
	 
	 

	
	--Accountant/Bookkeeper
	$            4,000
	$          4,000
	$         8,000

	
	--Annual Financial Audit
	$            8,000
	$          8,000
	$       16,000

	
	--Compliance Audit
	$        500,000
	$                  -
	$     500,000

	
	--Carrier Audit
	$        600,000
	$                  -
	$     600,000

	
	Board Insurance
	 
	 
	 

	
	--D & O Insurance
	$          28,500
	$          6,400
	$       34,900

	
	--E & O Insurance
	$                    -
	$        31,609
	$       31,609

	Trust Svcs.
	Trust Fees
	$                    -
	
	$                 -

	
	SB 669 Costs
	$        325,000
	
	$     325,000

	
	Total Administrative Expense
	$     1,847,618
	$        414,108
	$  2,261,726

	Marketing Exp.
	Marketing Program
	$                    -
	$   5,000,000
	$  5,000,000

	
	Call Center
	$                    -
	$   1,500,000
	$  1,500,000

	
	Market Research
	$                    -
	$                  -
	$                 -

	
	Assessment
	$                    -
	$      250,000
	$     250,000

	
	Total Marketing Expense
	$                    -
	$   6,750,000
	 $  6,750,000

	
	ULTS Carrier Claims
	
	
	$ 275,000,000

	
	Total Budget:
	$      1,847,618
	$   7,164,108
	$ 284,011,726


Appendix A-4

ULTS Surcharge Rate

The following are the historical ULTS surcharge rates since the inception of the program:

	Beginning
	Decision or

Resolution
	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-14081
	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
	Decision 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%

	January 1, 2000
	T-16366
	0.5%

	January 1, 2001
	T-16412
	0.8%

	June 1, 2001
	T-16435
	1.45%

	
	
	


Appendix A-5

ULTS Customers

The number of ULTS customers has grown steadily since 1987 and is estimated to reach 3.7??? million by December 31, 2001.

The following table illustrates the growth in ULTS customers:

	
	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

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

	December 31, 2001
	3,704,448 (estimated)

	
	

	
	


	APPENDIX B

	
	
	
	
	

	ULTS Surcharge Analysis

	
	
	
	
	

	
	
	(A)
	(B)
	

	
	
	Monthly
	Year
	

	1
	Balance as of June 30,  2001
	
	 $ 107,210,650 
	

	
	
	
	
	

	2
	Billing Base for FY 2001-02
	 $ 19,414,000,000 
	
	

	3
	Revenue at 1.45% surcharge
	23,458,583 
	
	Line 2 * 0.0145/12

	
	
	
	
	

	4
	Est. Claims (5/31/00 - 12/21/00)
	22,821,492 
	
	Adopted Per Res. T-16435

	5
	Est. Admin. Exp. (5/31/00-12/31/00)
	645,900 
	
	Adopted Per Res. T-16435

	6
	Total Disbursements (5/31/00 - 12/31/00)
	23,467,392 
	
	Line 4 + Line 5

	
	
	
	
	

	6a
	Investment Income
	305,841 
	
	Adopted Per Res. T-16435

	
	
	
	
	

	7
	Cash Flow (7/1/01-6/30/02)
	297,032 
	3,564,388 
	Line 3 - Line 6 + Line 6a

	
	
	
	
	(Year = Col. A * 12 months)

	8
	Estimated Balance as of 12/31/00
	
	110,775,038 
	Line 1 + line 7

	 
	 
	 
	 
	 

	9
	Billing Base for FY 2002-03
	19,487,690,000 
	
	

	10
	Estimated Revenue at 1.25% Surcharge
	0.01250 
	
	

	11
	
	20,299,677 
	
	 (Line 9 * Line 11)/12 

	
	
	
	
	

	12
	Est. Claims (7/1/02 - 6/30/03)
	22,916,667 
	
	Est. annual claims = $275,000,000

	13
	Est. ULTS-MB and ULTS-TAC 
	750,977 
	
	$9,011,726  for ULTS-TAC & ULTS-MB

	14
	Total Disbursements (7/1/01 - 6/30/02)
	23,667,644 
	
	Line 20 + Line 21

	
	
	
	
	

	14a
	Investment Income
	 -   
	
	Assumed no investment income

	
	
	
	
	

	15
	Cash Flow (7/1/02 - 6/30/03)
	                     (3,367,967)
	(40,415,601)
	Line 11 - Line 14 + Line 14a

	
	
	
	
	(Year = Col. A* 12 months)

	16
	Estimated Balance as of 6/30/03
	
	 $70,359,437 
	Line 8 + Line 15

	 
	 
	 
	 
	 


STATE OF CALIFORNIA
 Gray Davis, Governor
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PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE

SAN FRANCISCO, CA  94102-3298

July 24, 2001

To:  All California Public Utilities Commission Certificated Telecommunications Carriers

The following draft Resolutions will be on the agenda of the Commission’s August 23, 2001 meeting:

A) Draft Resolution T-16550 proposes the approval of the following:

· The California High Cost Fund-A program budget for July 1, 2002 to June 30, 2003 in the amount of $ 43. 250 million.

· The increase in the surcharge rate to 0.210% effective July 1, 2002 from the current surcharge rate of 0.20%.

B) Draft Resolution T-16554 proposes the approval of the following:

· The California High Cost Fund-B program budget for July 1, 2002 to June 30, 2003 in the amount of $ 563.425 million.

· The maintenance of the current 2.6% surcharge rate.

C) Draft Resolution T-16548 proposes the approval of the following:

· The California Teleconnect Fund program budget for July 1, 2002 to June 30, 2003 in the amount of $ 57.125 million.

· The increase in the surcharge rate to 0.31% effective July 1, 2002 from the current surcharge rate of 0.185%.

D) Draft Resolution T-16561 proposes the approval of the following:  

· The Universal Lifeline Telephone Service program budget for July 1, 2002 to June 30, 2003 in the amount of $ 284.012 million.

· The decrease in the surcharge rate to 1.25% effective July 1, 2002 from the current surcharge rate of 1.45%.

E) Draft Resolution T-16546 proposes the approval of the following:

· The implementation of the 711 abbreviated dialing code for the California Relay Service (CRS).

· Modification of the definition of basic service to include access to CRS via 711.

· Adoption of signage requirements for payphones to implement 711.

F) Draft Resolution T-16559 proposes approval of the following:

· The Telecommunications Devices for the Deaf Placement Interim Committee (TPIC)  program budget for July 1, 2002 to June 30, 2003 in the amount of $1.093 million.

· The decrease in the surcharge rate to 0.00% effective July 1, 2002.

A copy of the draft resolutions are available to the public at the Commission’s web-site at www.cpuc.ca.gov/static/industry/telco/resolutions/index.htm. This Notice of Availability of the draft resolutions also informs you of the availability of the conformed resolutions, when adopted by the Commission, at the same website.  Hard copies of the draft resolutions are being mailed to the following:

· Draft Resolution T-16550:  17 Small LECs, CHCF-A Administrative Committee, and parties of record in I. 87-11-033.  

· Draft Resolution T-16554:  Parties of Record in R.95-10-020/I.95-01-021.

· Draft Resolution T-16548:  Parties of Record in R.95-10-020/I.95-01-021.

· Draft Resolution T-16561:  Parties of Record in R.98-09-005/I.95-01-020/021.

· Draft Resolution T-16546:  Parties of Record in R.00-05-001, I.87-11-031, R.95-01-020, and participants in the April 11, 2002 workshop.

· Draft Resolution T-16559:  Parties of Record in I.88-04-029.

If you are not a party to the proceeding, and you do not have Internet access, you may obtain a copy of the draft resolutions or conformed resolutions by contacting the Telecommunications Division at (415) 703-1638.

Pursuant to Public Utilities (PU) Code 311 (g), these draft resolutions are available for public comments.  Comments should be focused on factual, legal, and/or technical errors in the draft resolution.  Comments must be limited to five pages in length and shall include a subject index listing the recommendations to the draft resolution, a table of authorities, and an appendix setting forth the proposed revised findings and ordering paragraphs.

These draft resolutions will be on the agenda of the Commission’s August 23, 2001 meeting which is to be held 30 days from the above mailing date.  The Commission may vote on these resolutions, or it may postpone a vote until later.  When the Commission votes on a draft resolution, it may adopt all or part of it as written, amend, or modify it, or set it aside and prepare a different resolution.  Only when the Commission acts does the resolution become binding on the parties.

Comments on Resolutions T-16550, T-16554, T-16548, T-16561, T- 16546, and 

T-16559 should be addressed as stated below.  The date of submission is the date the comments are received by the Telecommunications Division.  Parties must serve a copy of their comments on each party set forth on the service list attached to the draft resolution, on the same date that the comments are submitted to the Telecommunications Division.

Comments must be received no later than August 8, 2001 (which is 15 days from the date of this mailing).  Reply comments may be submitted on or before August 13, 2001 (5 days after opening comments are submitted) and shall be limited to identifying misrepresentations of 

law, fact, or condition of the record contained in the comments of other parties.  Replies shall not exceed three pages in length and shall be submitted and served in the same manner as opening comments.  Late-filed opening comments and/or reply comments will ordinarily be rejected. 

However, in extraordinary circumstances, a request for leave to submit comments or replies late may be filed together with proposed comments/replies.  An accompanying declaration under penalty of perjury shall be submitted setting forth all the reasons for the late submission.

Opening comments and reply comments on these resolutions, should be addressed to 

Hassan Mirza and mailed to California Public Utilities Commission, Telecommunications Division, 505 Van Ness Avenue, San Francisco, CA  94102.

Sincerely,

/s/ JOHN LEUTZA

John M. Leutza

Director

Telecommunications Division

Enclosure (Draft Resolution and Service List):

· Draft Resolution T-16550:  17 Small LECs, CHCF-A Administrative Committee, and parties of record in I. 87-11-033.  

· Draft Resolution T-16554:  Parties of Record in R.95-10-020/I.95-01-021.

· Draft Resolution T-16548:  Parties of Record in R.95-10-020/I.95-01-021.

· Draft Resolution T-16561:  Parties of Record in R.98-09-005/I.95-01-020/021.

· Draft Resolution T- 16546:  Parties of Record in R.00-05-001, I.87-11-031, R.95-01-020, and participants in the April 11, 2002 workshop. 

· Draft Resolution T-16559:  Parties of Record in I.88-04-029.

� 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.”


�  Resolution T-16176, dated August 6, 1998, adopted one half  (or $2.5 million ) of ULTS proposed $5 million calendar year 1998 budget for the remaining months of  calendar year 1998 for ULTS marketing programs.  Resolution T-16245, dated December 3, 1998, adopted a $7 million 1999 calendar year budget for ULTS marketing programs.


� TPIC surcharge rate is part of the CRS surcharge rate.
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