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RESOLUTION T-16404 TO ADOPT THE BUDGET AND SURCHARGE FOR THE TIME PERIOD FROM JANUARY 1, 2001 THROUGH JUNE 30, 2001 FOR THE PUBLIC POLICY PAYPHONE PROGRAM (PPPP).

_________________________________________________________________

SUMMARY
This resolution adopts a budget of $254,139 and reduces the surcharge from $0.24 to $0.08 per month per pay telephone line for the Public Policy Payphone Program (PPPP).  The adopted PPPP budget and surcharge for the six-month period from January 1, 2001 through June 30, 2001 are included in Appendices A and B of this resolution.

The Payphone Service Providers Enforcement (PSPE) Committee is also the advisory body for the PPPP.  The PSPE and PPPP are two independent programs with separate budgets and surcharges.  We are requiring the Telecommunications Division (TD) to arrange for a program audit of the PPPP, to be completed by April 30, 2001, to assure the Commission that the program is fulfilling the original objectives set forth in D. 98-11-029. 

BACKGROUND
Decision 98-11-029, dated November 5, 1998, adopted procedures for the PPPP.  The PPPP provides payphones to the general public in the interest of public health, safety, and welfare at no charge at locations where there would otherwise not be a payphone.

Public policy payphones qualify at locations designated as emergency gathering places or at locations where residents cannot individually subscribe to telephone service because of unavailability of facilities.  There must be no other payphone located within 50 yards.

The Federal Communications Commission (FCC) deregulated payphones effective April 15, 1997, to promote competition among Payphone Service Providers (PSPs) and to encourage widespread deployment of payphone services to the benefit of the general public, as required by Section 276 of the Telecommunications Act of 1996.  The terms and conditions of this deregulation action are set forth in the FCC’s final rules in its investigation into Pay Telephone Reclassification and Compensation Provisions of the Act (FCC Docket No. 96-128, as adopted and released on September 20, 1996, and published in the October 7, 1996 Federal Register Volume 61, pages 52307 through 52325).

The FCC, consistent with Section 276(b)(2) of the Act, considered whether public policy payphones should be maintained and, if so, how to ensure that such payphones are supported fairly and equitably.  The FCC concluded that there is a need to ensure the maintenance of public policy payphones in locations where, as a result of competition and the elimination of subsides which helped to support such payphones in the past, there might not otherwise be a payphone.  Although the FCC adopted specific guidelines to ensure that these payphones are funded fairly and equitably, it left the primary responsibility for administering and funding such payphones to the individual states.

The FCC, in furtherance of its statutory responsibility under Section 276(b)(2) of the Act, requires each state to review whether the state has adequately provided for public policy payphones in a manner consistent with FCC Docket No. 96-128.  It also requires each state to evaluate whether it needs to take any measures to ensure that payphones serving important public interests will continue to exist in light of the elimination of subsides and other competitive provisions, pursuant to Section 276 of the Act.

California has had a public policy payphone program in place since 1990, pursuant to Decision (D.) 90-06-018 (36 CPUC 2d 446 at 461 (1990)).  However, this program existed only in the service territories of Pacific Bell and GTE California Incorporated (GTEC).  Decision 98-11-029 expanded the public policy program statewide.

NOTICE/PROTESTS
On March 1, 2000, the PSPE Committee submitted to the Commission a proposed budget of $296,671 for the time period from January 1, 2001 through June 30, 2001 (Six-Month Budget).  A copy of this filing was mailed to the service list of R.98-05-031.  This matter was publicly noticed on the Commission’s Daily Calendar on March 3, 1999, stating that any responses and/or protests must be made in writing and received by the Commission within 20 days. No protests have been received.

REVISED FINANCIAL ANALYSIS

In a letter dated May 3, 2000, the PSPE Program Director sent a revised data document to the Telecommunications Division (TD) amending the Six-Month Budget.  The amended Six-Month Budget reflects the results of a recent physical audit of all pubic policy payphones that was completed.  The results of this audit determined that approximately 66% of all payphones classified as public policy, furnished by Pacific Bell and GTEC, do not meet the criteria for a public policy pay telephone.  The number of public policy payphones meeting the criteria is 67.  

After taking into consideration the public policy payphones that may be added by the small LECs and through the general public application process, the PSPE Program Director estimates that a total of approximately 125 public policy payphones should be funded by the PPPP through the amended Six-Month Budget.  Prior to this audit, the PSPE Committee reported to the Commission, in its previous budgets, that there was no previous history or actual figures to rely on for budgeting purposes.  The physical audit on public policy pay telephones provides the information necessary to support the amended budget.

In addition, Resolution T-16364, which adopted the year 2000 PPPP budget, ordered Pacific Bell and GTEC to refund any over-collection of Public Policy Pay Telephone revenues from April 1, 1999 through the effective date of the new $0.24 PPPP surcharge adopted on February 3, 2000.  The amended Six-Month budget includes refunds of $228,244 to the program for these over-collections.

The PSPE committee should reimburse GTEC and Pacific Bell for public policy pay telephones on the basis of the subsidy in the studies used by GTEC and Pacific Bell to determine the refunds pursuant to Resolution T-16364 until the public policy pay telephones have been replaced by the PPPP.

Although an additional funding of $228,244 was added due to refunds to the PPPP, the estimated end-of-year 2000 balance only increased from $187,081 to $256,745, a net increase of $69,644.

In the original budget filing, the PSPE Committee assumed that the revenues associated with the adopted $0.24 PPPP surcharge would be effective January 1, 2000 allowing for the surcharge to be collected over a 12-month period.  Resolution T-16364 did not become effective until March 1, 2000.  The revised financial analysis in Appendix A reflects revenues from March 1, 2000 through December 31, 2000 (10-month period).

Another contributing factor impacting the end-of-year 2000 balance is a more accurate assessment of the number of pay telephone lines.  In the original budget filing, the PSPE Committee based the revenue forecast on a pay telephone line count of 271,729.  However, the revised financial analysis reflects that the number of pay telephone lines paying the $0.24 surcharge has decreased to 255,000, thereby reducing the revenue amount even further.

Based on the amended budget filed by the program which reflects the reduced number of public policy payphones and the additional revenue from both Pacific Bell and GTEC, we will reduce the PPPP surcharge to $0.08 per month per pay telephone line.  The adopted Six-month PPPP budget and surcharge are included in Appendices A and B of this resolution. 

BUDGET FILING PROCESS

Senate Bill (SB) 669 has changed the filing requirements for proposed budget and surcharge levels.  Therefore, future budgets must be on a fiscal year basis, not the present calendar year basis, in order to conform to the State Budget process.  Since 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, preceding the beginning of the fiscal budget year.  SB 669 allows the Commission only 90 days to approve a program budget after the filing of such a budget by the Committee and before submission of the adopted budget to DOF.  In order for the Commission to fulfil this obligation in a timely manner in the year 2000, Commission Resolution T-16364, by ordering Paragraph No. 9, ordered the Committee to file by or before June 2, 2000
 a proposed budget and a proposed surcharge level for fiscal year 2001 – 2002 for Commission approval.  

In this budget filing, we have required the Committee to file a proposed six-month budget and proposed surcharge rate for the period of January 1, 2001 through June 30, 2001 to transition to the State Budget process from calendar year to fiscal year.

DISCUSSION
On March 1, 2000, the PSPE Committee issued a recommendation for the adoption by the Commission of the PPPP budget and surcharge for the Six-Month Budget.  Upon assessing the  budget needs for the six-month period, the PSPE Committee recommended maintaining the surcharge rate of $0.24 per month per pay telephone line.  As noted above, subsequent analysis reveals the surcharge rate needs to be only $0.08 per month to support this program.  The Commission needs to know whether or not this program serves the policy goals set forth in D. 98-11-029.  To accomplish this we are directing TD to arrange an audit of the PPPP in order to not only evaluate its implementation but also to determine its value in light of the changed telecommunications market.  The program audit should be completed no later than April 30, 2001.  

REVENUES AND EXPENSES FOR THE SIX-MONTH BUDGET:

Resolution T-16364 adopted a year 2000 budget for the expense categories noted in Column A of Appendix A of this resolution.

A tabulation of the Six-Month proposed and adopted PPPP Budgets is set forth in Columns B and C of Appendix A of this Resolution.

ADJUSTMENTS

The following adjustments are included in Column B of Appendix A of this Resolution and are recommended by the Telecommunications Division (TD) for adoption by the Commission:

1) Salaries – The Cost of Living Adjustment (COLA), as proposed by the Advisory Committee has been reduced from 1.030% to 1.026% to reflect an economic forecast of wage and salary increases based on the California Consumer Price Index for 2001.  Since this is a  six-month budget, we will increase the base annual salaries by 1.3% (half of 2.6%).  The PPPP may propose another annual COLA for the budget period from July 1, 2001 through June 30, 2002.  In addition, payroll taxes were reduced accordingly to apply this proportional adjustment.  The adopted salaries are reflected in Appendices A and B of this resolution.

The TD proposed budget revisions are reasonable. 
ADOPTED SALARY LEVELS FOR THE PPPP – January 1, 2001 through June 30, 2001

We will adopt the following positions and base annual salaries for the Six-Month Budget for the PPPP.  The salaries noted below are the total annual salaries for each position or classification.  However, since the PSPE facility also oversees the TDD Placement Interim Committee (TPIC) and the PPPP, certain of the total salaries may be proportionately allocated to other program functions separate from PSPE.  These percentage allocations are described in the footnotes below and are also included in Appendix B of this Resolution.





Adopted Annual



6-Month

SalaryPer Position               

Salary Allocated to PPPP

Director (1)


$69,990




$13,998 

Analysts (1)


$34,995




$4,374 

Office Assistant (1)

$37,453




$3,745 

Inspectors (8)


$36,610




$7,322 

Field Supervisor (1)

$41,994




$1,049 





















TOTAL:
$30,488 
SURCHARGE

After having assessed the budget needs for the Six-Month Budget, TD recommends reducing the surcharge rate from $0.24 to $0.08 per month per pay telephone line.

The TD proposed surcharge of $0.08 per month per pay telephone line is reasonable.
The PPPP Director shall be given the authority to notify all carriers of their payment and reporting requirements as set forth in this resolution.

NOTICE OF AVAILABILITY OF CONFORMED RESOLUTION
To be 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 Appendix C of this resolution on all telecommunications carriers providing pay telephone service and all parties on the service list of R.98-05-031.  This notice is to inform parties that a copy of this resolution is available at the Commission’s web site, http://www.cpuc.ca.gov .

COMMENTS
The draft resolution was mailed on April 18, 2000 in accordance with PU Code Section 311(g) to the parties of record in R.98-05-031.  A letter was mailed to the service list advising them of the availability of this draft resolution in the Commission’s web site, www.cpuc.ca.gov.

Four letters of comment to the draft resolution have been timely filed.  The following is a summary of each party’s filing:

1) Office of Ratepayer Advocates (ORA)

ORA recommends that the Commission either suspend or significantly reduce the $0.24 per month per pay telephone line surcharge to $0.05 until an audit of the PPPP has been conducted. 

ORA also addresses the PSPE Program’s field investigation, the refunds for over-collections from April 1, 1999 to the effective date of Resolution T-16364, and the availability of information to the PSPE Committee.

2) California Payphone Association (CPA)

CPA supports the recommendations of ORA.

3) GTE California Incorporated (GTEC)

GTEC also raises the issues that the known number of public policy payphones is being reduced as the PSPE Program completes its inspections of the existing sites, eliminating those that no longer qualify for the PPPP and states that the surcharge should be reduced accordingly.  GTEC suggests a surcharge reduction to $0.06 per month per pay telephone line.

4) California Payphone Regulatory Alliance (CPRA)

CPRA did not wish to file formal comments, instead CPRA submitted a letter dated May 1, 2000 regarding this resolution.  CPRA asks that the Commission reconsider the existence of the program because the number of public policy payphones is below 300 and that the program itself appears to be more cumbersome than the benefits it intends to provide.

CPRA states that it has conducted an informal poll of its members and have found no interest in either bidding on or installing or maintaining the payphones that would meet the criteria of the program.

This resolution has been revised to address the comments filed with regard to the draft resolution.
FINDINGS

1) The Public Policy Payphone Program (PPPP) total budget from January 1, 2001 through June 30, 2001(Six-Month Budget) of $254,139 as set forth in Column B of Appendix A of this resolution is reasonable.

2) The information provided in the amended six-month budget dated May 3, 2000, is a reasonable basis to reduce the Six-Month PPPP surcharge to $0.08 per month per pay telephone line.

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

4) The PPPP salaries set forth in Appendix B of this Resolution are reasonable.

5) The PPPP $0.08 surcharge should apply to all carriers providing pay telephone access lines in the State of California effective January 1, 2001.

6) A program audit should be performed on the PPPP to assure that its operation is consistent with the policy goals established in D. 98-11-029 and to determine its value in light of the changed telecommunications market. 

7) The Telecommunications Division should arrange for this audit of the PPPP for completion no later than April 30, 2001.
THEREFORE, IT IS ORDERED that:
1) The Public Policy Payphone Program (PPPP) budget for the time period from January 1, 2001 through June 30, 2001 (Sixth-Month Budget) of $254,139 set forth in Column C of Appendix A of this resolution is adopted.

2) The PPPP surcharge of $0.08 per month per pay telephone line is adopted and effective beginning January 1, 2001 until further order of the Commission.

3) All telecommunications carriers who are required to collect the PPPP Surcharge shall collect $0.08 per month per pay telephone access line.

4) The Executive Director shall serve the Notice of Availability contained in Appendix C of this resolution on all telecommunications carriers providing pay telephone services and parties on the service list of R.98-05-031.

5) The PPPP Salaries as set forth in Appendix B of this Resolution are adopted.

6) The PPPP $0.08 surcharge shall apply to all carriers providing pay telephone lines.

7) The Telecommunications Division should arrange for an audit of the PPPP, for completion no later than April 30, 2001, to assure that the PPPP operation meets the policy goals established in D. 98-11-029 and to determine its value in light of the telecommunications market.   

This Resolution is effective today.

I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on September 21, 2000.  The following Commissioners approved it:

__________________________________

WESLEY M. FRANKLIN

       Executive Director







LORETTA M. LYNCH








       President








HENRY M. DUQUE








JOSIAH L. NEEPER








RICHARD A. BILAS








CARL W. WOOD








       Commissioners




APPENDIX A 



















PPPP January 1, 2001 to June 30, 2001 Budget






EXPENSES












Column A

Column B

Column C















PPPP

PPPP

PPPP





Adopted (Res. T-16364)

Proposed

Adopted


Description


2000 Budget

6-Mnth Budget

6-Mnth Budget












Salaries


$55,259 

$31,001 

$30,488 


SEP IRA


$6,355 

$3,565 

$3,506 


Payroll Taxes


$10,831 

$6,076 

$5,975 


Computer Maintenance


$8,000 

$1,500 

$1,500 


Education and Training


$6,000 

$1,000 

$1,000 


Equipment Leases


$2,000 

$1,000 

$1,000 


Insurance-General


$7,500 

$3,750 

$3,750 


Insurnance Health Care Benefits


$6,864 

$3,432 

$3,432 


Meeting Expenses


$35,000 

$6,000 

$6,000 


Office Expenses


$7,500 

$3,750 

$3,750 


Postage


$9,500 

$3,500 

$3,500 


Printing


$5,500 

$2,750 

$2,750 


Professional Services


$60,000 

$5,000 

$5,000 


Rent


$8,106 

$4,053 

$4,053 


Mileage for Inspections


$25,000 

$13,125 

$13,125 


Office Repair and Maintenance


$3,000 

$1,500 

$1,500 


Telephone


$6,000 

$3,000 

$3,000 


Travel


$6,000 

$3,000 

$3,000 


Office Phones Installation (One Time)


$500 

N/A

N/A


Data Line Installation (One Time)


$500 

N/A

N/A


Office Supplies Purchases (One Time)


$500 

N/A

N/A


Site Verification (One Time)


$4,500 

N/A

N/A


Consultant - RFP


$50,000 

N/A

N/A


Cost of Operating 229 PPP's


$184,336 

$92,168 

$50,310 
(1)

Installation of 229 New PPP's


$171,750 

N/A

N/A


Legal


$15,000 

$7,500 

$7,500 


Payment to PSPE for Startup Loan


N/A

$100,000 

$100,000 












TOTAL PPPP BUDGET


$695,500 

$296,670 

$254,139 












REVENUE AND EXPENSES




(1) Based on the amended six-month









     budget for 125 Public Policy




Adopted Six-Month Expenses


$254,139

     Payphones.




3 Months Reserve


$127,070






Total Revenue Needed for Six-Month


$381,209






Less 2000 End-Of-Year Balance


$256,745 






Subtotal - Amount needed


$124,464
















Surcharge Rate for 6 Mnths


$0.08






Number of Payphone Lines


255,000 
















6-Mnth Revenue from Surcharge


$122,400






Less Subtotal - Amount needed


$124,464
















Revenues over Expenses:


-$2,064
















Balance as of June 30, 2001:


$125,006
















Note:









The Surcharge Rate of $0.08 per pay telephone line will yield an estimated balance as of June 30, 2000









of $125,006.  This amount is approximately equal to the required three-month reserve.



















APPENDIX B

ADOPTED SALARY LEVELS FOR THE PPPP – January 1, 2001 through June 30, 2001

We will adopt the following positions and base annual salaries for the Six-Month Budget for the PPPP.  The salaries noted below are the total annual salaries for each position or classification.  However, since the PSPE facility also oversees the TDD Placement Interim Committee (TPIC) and the PPPP, certain of the total salaries may be proportionately allocated to other program functions separate from PSPE.  These percentage allocations are described in the footnotes below and are also included in Appendix B of this Resolution.





Adopted Annual



6-Month

SalaryPer Position               

Salary Allocated to PPPP

Director (1)


$69,990




$13,998 

Analysts (1)


$34,995




$4,374 

Office Assistant (1)

$37,453




$3,745 

Inspectors (8)


$36,610




$7,322 

Field Supervisor (1)

$41,994




$1,049 





















TOTAL:
$30,488 

APPENDIX C

CALIFORNIA PUBLIC UTILITIES COMMISSION

NOTICE OF AVAILABILITY

OF

RESOLUTION T-16404

This is to notify you that Resolution T-16404 is available at the Commission web-site, www.cpuc.ca.gov.  The Commission at its regular meeting on September 21, 2000 adopted this resolution.  Resolution T-16404 approves the Public Policy Payphone Program (PPPP) budget and surcharge level for the Six-Month Budget from January 1, 2001 through June 30, 2001, and adopts a surcharge level of $0.08 per month per pay telephone line effective January 1, 2001.

If internet is not available to you, you  may obtain a hard copy of this resolution by contacting the Commission’s Telecommunications Division at 415-703-3051.






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


� The adopted annaual salary for the PSPE Program Director is $69,990


40% ($13,998) is allocated to the PSPE Six-Month budget,


30% ($6,999) is allocated to the TPIC Six-Month budget, and


30% ($13,998) is allocated to the PPPP Six-Month budget.





� There are six (6) Analysts in the PSPE Program office.  The adopted annual salary for each PSPE Analyst is $34,995. Five (5) of these analyst positions are 100% allocated to the PSPE Program.





However, the annual salary of one of these analysts is allocated 25% to PPPP, 25% to TPIC, and 50% to the PSPE as follows:


25% ($4,374) is allocated to the PPPP Six-Month budget


25% ($4,374) is allocated to the TPIC Six-Month budget, and


50% ($8,749) is allocated to the PSPE Six-Month budget.





� The adopted annual salary for the PSPE Office Assistant is $37,453.


60% ($11,236) is allocated to the PSPE Six-Month budget


20% ($3,745) is allocated to the TPIC Six-Month budget, and


20% ($3,745) is allocated to the PPPP Six-Month budget.





� There are eight (8) PSPE Inspectors.  The adopted annual salary for each PSPE Inspector is $36,610.


80% ($14,644) is allocated to the PSPE Six-Month budget       ($14,644 x 8 = $117,152)


15% ($2,746) is allocated to the TPIC Six-Month budget, and  ($2,746 x 8 = $21,966)


5% ($915) is allocated to the PPPP Six-Month budget.	($915 x 8 = $7,322)





� The adopted annual salary for the PSPE Field Supervisor is $41,994.  


75% ($15729) is allocated to the PSPE Six-Month budget


20% ($4,194) is allocated to the TPIC Six-Month budget, and


5% ($1,049) is allocated to the PPPP Six-Month budget.


� The adopted annaual salary for the PSPE Program Director is $69,990


40% ($13,998) is allocated to the PSPE Six-Month budget,


30% ($6,999) is allocated to the TPIC Six-Month budget, and


30% ($13,998) is allocated to the PPPP Six-Month budget.





� There are six (6) Analysts in the PSPE Program office.  The adopted annual salary for each PSPE Analyst is $34,995. Five (5) of these analyst positions are 100% allocated to the PSPE Program.





However, the annual salary of one of these analysts is allocated 25% to PPPP, 25% to TPIC, and 50% to the PSPE as follows:


25% ($4,374) is allocated to the PPPP Six-Month budget


25% ($4,374) is allocated to the TPIC Six-Month budget, and


50% ($8,749) is allocated to the PSPE Six-Month budget.





� The adopted annual salary for the PSPE Office Assistant is $37,453.


60% ($11,236) is allocated to the PSPE Six-Month budget


20% ($3,745) is allocated to the TPIC Six-Month budget, and


20% ($3,745) is allocated to the PPPP Six-Month budget.





� There are eight (8) PSPE Inspectors.  The adopted annual salary for each PSPE Inspector is $36,610.


80% ($14,644) is allocated to the PSPE Six-Month budget       ($14,644 x 8 = $117,152)


15% ($2,746) is allocated to the TPIC Six-Month budget, and  ($2,746 x 8 = $21,966)


5% ($915) is allocated to the PPPP Six-Month budget.	($915 x 8 = $7,322)





� The adopted annual salary for the PSPE Field Supervisor is $41,994.  


75% ($15729) is allocated to the PSPE Six-Month budget


20% ($4,194) is allocated to the TPIC Six-Month budget, and


5% ($1,049) is allocated to the PPPP Six-Month budget.
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