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July 2, 1998


PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Telecommunications Division                    RESOLUTION T-16165

Public Programs Branch                         July 2, 1998
R E S O L U T I O N
RESOLUTION T-16165.  ALL TELECOMMUNICATIONS CARRIERS.  REQUEST BY CALIFORNIA TELECONNECT FUND INTERIM ADMINIATRATIVE COMMITTEE TO REDUCE THE CTF ALL END USER SURCHARGE FROM 0.41% TO 0.05%. 

BY LETTER REQUEST TO EXECUTIVE DIRECTOR DATED APRIL 27, 1998

SUMMARY

On April 27, 1998 the California Teleconnect Fund (CTF) Interim Administrative Committee (IAC) filed a letter with the Executive Director of the Public Utilities Commission requesting that the All End User Surcharge (AEUS) used to fund the CTF be reduced from 0.41% to 0.05%.  This resolution grants this request effective August 1, 1998.

BACKGROUND
The Interim Administrative Committee’s April 28 Letter Request seeks to change the CTF surcharge level initially established in D.96-10-066 from 0.41% to 0.05%.  The IAC’s request is based on analysis provided in the Telecommunication Division’s 1997 California Teleconnect Fund Annual Report.  The IAC’s letter request concurs with the Telecommunication Division’s conclusion that the CTF surcharge is too high and should be lowered.

1.
Decision (D.) 96-10-066 

Decision (D.) 96-10-066 established the CTF to provide discounts to qualifying schools, libraries, hospitals and community based organizations.  The CTF is funded by an All End User Surcharge on intrastate billings.  Ordering Paragraph 10(d.) of D.96-10-066 established a 0.41% surcharge.  The surcharge was intended to raise $50 million (m.) per year which was also the spending cap for the program.  D. 96-10-066 also directs the Telecommunications Division to monitor the discount program and inform the Commission when any adjustments are needed.   

2.
The Telecommunications Division’s 1997 Annual Report
The Telecommunications Division reported to the Commission on the status of the fund and made recommendations for adjustments in the 1997 California Teleconnect Fund Annual Report submitted to the Commission in April 1998.  The 1997 Annual Report examines the expected expenses and revenues for the CTF and determines that the current surcharge level is too high.  The amount committed to be reimbursed to carriers on an annual basis is well below the amount currently collected through surcharges which corresponds to the $50 million cap established in Decision (D.)96-10-066.  

As part of its analysis of the status of the CTF, the Telecommunications Division examines whether the surcharge should be changed. To calculate an appropriate surcharge level the Telecommunications Division considered (1) current demand, (2) projected growth, (3) an allowance for administrative and start-up costs, (4) an allowance for applicable taxes and surcharges, (5) the 1998 end user surcharge billing base and (6) an appropriate reserve.  In proposing a new surcharge level, the Telecommunications Division also seeks to establish a surcharge which can remain in place through 1999 in order to minimize the frequency of surcharge changes and reduce associated costs.   

According to the 1997 Annual Report, as of December 31, 1997, the actual demand for the CTF on an annual basis was $12.9 million (m).  The fund has accumulated $33.4 m in revenues in excess of expenses.  These estimates are based on applications for discounts approved by the Telecommunications Division and remittance reports submitted to the Commission.  Growth in demand for the program has slowed in recent months and the Telecommunications Division expects this trend to continue.
 The Annual Report states that the new surcharge should allow for administrative costs and applicable taxes and surcharges.  To this end, the staff included a 3% allowance for administrative costs ($0.5 m)
 and a 7% allowance for applicable taxes and surcharges ($1.1 m).
 

The 1997 Annual Report projects fund draws of $16.2 m during 1998 and $20.4 m in 1999.  The estimated billing base used by the Commission to determine the appropriate surcharge for 1998 is $12,700 million and is expected to grow by 4% in 1999.  In order to reduce the reserve to an appropriate level by the end of 1999, the Telecommunications Division recommends a surcharge of 0.05%.
   The staff considered two months worth of projected expenses to be a sufficient reserve for the CTF.  

The current estimate of demand on the CTF does not take into account the impact of the federal schools and libraries discount program.  Presently, the magnitude and direction of this impact is unclear.  Arithmetically, the federal program should further reduce CTF demand since CTF discounts are to be applied after federal discounts.  On the other hand, the inauguration of the federal program may also stimulate interest in the state program.  

The 1997 Annual Report also recommends that in the future, the CTF surcharge should follow a process of re-calculation similar to that for the California Relay Services and Telecommunications Devices Fund and the ULTS surcharges. The IAC would submit a Letter Request to the Commission recommending whether or not the surcharge should be modified by October 1 of each year.  The Commission staff would then prepare a resolution for the Commission’s consideration, which would modify the surcharge for the coming year effective January 1.

3.
The Interim Administrative Committee’s Letter Request
In its April 27th letter the IAC requested that the All End User Surcharge (AEUS) for the CTF be lowered from 0.41% to 0.05%.  Ordering Paragraph 10(d) of Decision (D.)96-10-066 established the current surcharge rate of 0.41% to collect approximately $50 m. to reimburse carriers for the costs of discounts associated with the CTF for schools, libraries, community based organizations and qualifying county and municipally owned hospitals and heath clinics.  The IAC cites the 1997 Annual Report as the basis for its recommendation.  The IAC voted unanimously to reduce the surcharge to 0.05% during its April 1998 meeting.  

NOTICE/PROTESTS
The IAC states that a copy of the letter request was mailed to all parties of record in the universal service proceeding on April 27, 1998. Notice of the Letter Request was published in the Commission Daily Calendar of May 18, 1998.  No protest to this Letter Request has been received.  

DISCUSSION
The Telecommunications Division concludes that the Letter Request filed by the CTF IAC meets the requirements set forth in the Commission Orders and recommends that the Commission approve this filing.  The IAC has asked for a reduction of the CTF surcharge from the 0.41% level established by D.96-10-066 to 0.05%.  This new surcharge level will be sufficient to fund CTF program expenses in 1998 and 1999.  The proposal to establish a regular annual schedule for surcharge review was in effect adopted with the approval of the CTF Administrative Committee charter in D.98-06-065. 

FINDINGS

1. A surcharge rate of 0.05% will provide sufficient revenue to fund projected CTF program expenses.

2. The current surcharge rate of 0.41% is generating excessive revenues for the CTF given actual and projected demand.

3. It is reasonable to exclude the effect of the new federal universal service rules from the consideration of the CTF surcharge rate.

4. It will be advisable for the Commission to consider the revenue effect of the new federal universal service rules on the CTF when the CTF surcharge is re-evaluated in the future.

5. It is not in the public’s interest to require all telecommunications utilities to notice all other utilities of a Commission order of which they are all aware. 

THEREFORE, IT IS ORDERED that:
1. All certified carriers who are subject to the collection of CTF surcharges, shall collect a 0.05% surcharge on service rates and charges of all intrastate end user services, except for those that have been specifically excluded, to fund the California Teleconnect Fund program.  

2. The 0.05% surcharge rate shall be applied to all billings subject to surcharge rendered on or after August 1, 1998 and continue until changed by the Commission.

3. All telecommunications utilities subject to the CTF surcharge shall file revised tariff schedules in accordance with the provisions of G.O. 96-A on or before July 31, 1998, which shall be effective on August 1, 1998.

4. Effective August 1, 1998 all telecommunications utilities shall use the revised Transmittal Form, attached to this Resolution as Appendix A, to report and remit the CTF surcharge on all billings rendered on or after August 1, 1998.  

5. The CTF surcharge shall be identified separately on the subscriber’s telephone bills as the “California Teleconnect Fund Surcharge.”  

6. All local exchange companies and interexchange companies are granted an exemption from the requirement to notify other utilities in General Order 96-A, Section III, G.1 for this filing only. 

7. The Executive Director shall serve a copy of this resolution on all telecommunications companies who are required to assess the CTF surcharge. 


This Resolution is effective today.

I hereby certify that this Resolution was adopted by the Public Utilities Commission at its regular meeting on July 2, 1998.  The following Commissioners approved it:

                                 _____________________________

 
WESLEY M. FRANKLIN


Executive Director


RICHARD A. BILAS



President


P. GREGORY CONLON


JESSIE J. KNIGHT, JR.


HENRY M. DUQUE


JOSIAH L. NEEPER



Commissioners

COMBINED CALIFORNIA PUC 

TELEPHONE SURCHARGE TRANSMITTAL

MONTH ENDED ______________

1.  Total Intrastate revenue billed for the Month




$________________

2.  Less: Uncollectibles (if applicable)





_________________

3.  Net Revenues (Ln1 - Ln2)






_________________

4.  Exclusions:(see instructions)
           




  
_________________

5.  Net amount subject to surcharge (Ln 3 - Ln 4)




_________________

6.   a Total ULTS Surcharge Due and Payable (Ln 5  x 2.4%)

 ________________

     
Check or wire transfer number _____________

SEND CHECK TO: BANK OF AMERICA NT&SA, A/C#10-10-022-5218860ULTS, 333 S. BEAUDRY AVENUE, #38325

LOS ANGELES,  CA. 90017
6.  b Total California Relay Service and Communications Device Fund 


 Due and Payable (Ln 5 x 0.25%)

      

           ________________

         
Check or wire transfer number _____________

SEND CHECK TO: BANK OF AMERICA NT&SA, A/C#10-10-022-5219780DEAF,  333 S. BEAUDRY AVENUE, #38325

LOS ANGELES,  CA. 90017

6.   c  Total California High Cost Fund (A) Surcharge


  Due and Payable (Ln 5 x 0.0%)




________________


Check or wire transfer number ________________

SEND CHECK TO: CPUC, TELECOMMUNICATIONS DIVISION, 505 VAN NESS AVE, SAN FRANCISCO, CA 94102

6.   d  Total California High Cost Fund (B) Surcharge


________________

Due and Payable (Ln 5 x 2.87%)


Check or wire transfer number ________________

HOLD FUNDS UNTIL A TRUSTEE IS APPOINTED.  YOU WILL BE DIRECTED WHERE TO REMIT.

6.  e  Total California Teleconnect Fund Surcharge


________________


Due and Payable (Ln5 x 0.05%)


Check or wire transfer number ________________

HOLD FUNDS UNTIL A TRUSTEE IS APPOINTED.  YOU WILL BE DIRECTED WHERE TO REMIT.

I hereby certify that this return, including accompanying schedules and statements, has been examined by me and to the best of my knowledge and belief is a true, correct and complete return.

Signature_______________________________Title__________Date___________Telephone No. __________________

Typed Name_______________________ Company______________________________________ CPUC#___________

TRUST OFFICE USE ONLY

INPUT DATE_____________

STATEMENT DATE________

BY___________

COPIES OF THIS FORM AND INSTRUCTIONS, IN WORD FOR WINDOWS

FILE FORMAT, ARE AVAILABLE ON THE CALIFORNIA PUBLIC UTILITIES COMMISSION HOME PAGE AT:

www.cpuc.ca.gov

REV 8/98

CALIFORNIA PUBLIC UTLILITIES COMMISSION
Only one copy of this completed form should be sent to each of the following addresses:




 






California Public Utilities Commission






Telecommunications Division






Attn: Chief Public Programs Branch






505 Van Ness Avenue






San Francisco, CA 94102






(415) 703-1633






(415) 703-1965 (FAX)

CALIFORNIA RELAY SERVICE AND COMMUNICATIONS DEVICE FUND

MAIL CHECK AND


MAIL COPY OF FORM TO: 

 

FORM TO:

Bank of America, NT &SA

California Relay Service and Communications Device Fund
A/C #10-10-022-5219780 DEAF
Attn: Shelley Bergum, Executive Director

333 S. Beaudry Ave., #38325                 Deaf and Disabled Telecommunications Program

Los Angeles, CA 90017

1939 Harrison St., CA  94612





Oakland, CA 94612

                                               

(510) 874-1410           

                                                  
(510) 287-2931 FAX

UNIVERSAL LIFELINE TELEPHONE SERVICE TRUST

MAIL CHECK AND


MAIL COPY TO: 

 

FORM TO:




Terry Gray
Bank of America, NT &SA

ADMINISTRATIVE COMMITTEE
A/C #10-10-022-5218860 ULTS
ULTS Trust

333 S. Beaudry Ave., #38325 

1970 Broadway, Suite 650

Los Angeles, CA 90017  

Oakland, CA  94612

NOTE:   For Wire Transfers
Fax a copy of this Transmittal Form to:  Bank of America, Attn: Kim Rico, Re: 10-10-022-5218860 ULTS 

(Incoming Wire) and indicate on the Form date wire will be sent.  Cash should be wired as follows:  

 Bank of America - ABA #121000358                        

 Credit Account #12579-53309

 Attn: Disbursement Unit #8333

 Ref:  Acct#10-10-022-5218860 ULTS
Mail a copy of the transmittal to the Commission, Bank of America, and UTLS Administrative Committee at the address noted above.        
� The staff believes that the demand for the fund will grow by 50% during the course of 1998 ($6.5 m) and another 10% during 1999 ($2.0 m).   The 1998 growth estimate is based on new applications received in the last five months of 1997.


� The $0.5 m allowance for administrative costs is based on the ULTS program which experiences similar administrative costs.


� The seven percent allowance for taxes and surcharges corresponds to an amount used by the Telecommunications Division internally to ensure that sufficient funds would be available for the program.  The additional taxes are the Federal Excise tax of 3%, the 911 tax of 0.072% and local user taxes which vary from jurisdiction to jurisdiction, but can range up to about 15%.  Schools, libraries and in some cases community-based organizations may be exempt from local user taxes, so the 7% allowance is probably a conservative estimate.


� Dividing the estimated fund draws by the billing base results in a surcharge level of 0.15%; however, the surcharge has continued at a high level for the first half of 1998 leading to excess collections during this period.  The 1997 collections together with the 1998 collections will lead to a reserve far in excess of what is necessary.





5

