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STATE OF CALIFORNIA Public Utilities Commission
San Francisco

Memorandum

Date: April 29, 2005

To: The Commission
(Meeting of May 5, 2005)

From: Delaney L. Hunter, Director
Office of Governmental Affairs (OGA) — Sacramento

Subject: AB 1735 (Asm. U. & C.) Telecommunications: telephone
corporations: surcharge
As Introduced (February 24, 2005)

LEGISLATIVE SUBCOMMITTEE RECOMMENDATION: Support.

SUMMARY: This bill amends Section 2881 of the Public Utilities Code, to extend the
Commission authority, until January 1, 2010, to establish a rate recovery mechanism so
that the programs, under which telephone companies provide telecommunications
access for deaf, hearing impaired, or disabled, are adequately funded and that the fund
balances are not excessive.

DIVISION ANALYSIS (Telco): This bill essentially extends the Commission’s current
authority for an additional four years until January 1, 2010 with no apparent impact on
the Commission authority or quality and quantity of affected services to subscribers.

This bill amends subsections (d) and (g) and adds subsection (j). Subsections (d) and
(9) extend the Commission current authority for an additional four years until January 1,
2010. Subsection (j) attempts to reaffirms that the fund balances are adequately
maintained so that the programs are not under funded or excessively over funded. No
impact on current Commission authority is expected. No impact on quality or quantity
of services, as currently provided to the subscribers, is expected.

LEGISLATIVE HISTORY: SB 210 is a similar bill that was introduced by Senator
Bowen, was amended on 03/14/2005, and was passed at the Senate floor on
04/21/2005. The Commission position on SB 210 was: support.
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STATUS: Passed in Assembly U. & C. on April 11" (Ayes 10 Noes 0). In Assembly
Appropriations on April 20™ and referred to the suspense file.

SUPPORT/OPPOSITION

Support:

California Council of the Blind
California Coalition of Agencies Serving the Deaf and Hard of Hearing.

Opposition:

None on file.

STAFF CONTACTS:

Tom Flynn trf@cpuc.ca.gov
OGA (916) 324-8689
Mike Amato mca@-cpuc.ca.gov
Telco Division (415) 703-1863

Date: April 29, 2005
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BILL LANGUAGE:
Bl LL NUMBER: AB 1735 | NTRODUCED
Bl LL TEXT

| NTRODUCED BY Committee on Utilities and Conmerce (Levine (Chair),
Baca, Cohn, De La Torre, Jerome Horton, Montanez, and Ridl ey- Thomas)

FEBRUARY 24, 2005

An act to anmend Section 2881 of the Public Uilities Code,
relating to tel econmuni cati ons.

LEG SLATI VE COUNSEL' S DI GEST

AB 1735, as introduced, Committee on Utilities and Conmmerce.
Tel econmuni cati ons: tel ephone corporations: surcharge.

The existing federal Tel econmunications Act of 1996, establishes a
program of cooperative federalismfor the regul ation of
tel ecommuni cations to attain the goal of |ocal conpetition, while
i mpl enenting specific, predictable, and sufficient federal and state
nechani sns to preserve and advance uni versal service, consistent with
certain universal service principles. Existing federal |aw requires
that a manufacturer of tel ecomuni cations equi pment or custoner
prem ses equi pnment ensure that the equi pnment is designed, devel oped,
and fabricated to be accessible to and usable by individuals with
disabilities, as defined, if readily achievable. Existing federal |aw
further requires that a provider of tel ecomunications services, as
defined, ensure that the service is accessible to and usable by
individuals with disabilities, if readily achievable.

Under existing law, the Public Utilities Commi ssion has regul atory
authority over public utilities, including telephone corporations.

Exi sting law requires the conm ssion to design and i nplenment prograns
under which tel ephone corporations provide access to the

t el ecomuni cati ons system for subscribers who are deaf, hearing

i mpai red, or disabled, including prograns to provide specialized or
suppl enent al tel ephone comruni cati ons equi pment. The comm ssion is
required, until January 1, 2006, to establish a rate recovery
mechani sm t hrough a surcharge, not to exceed 1/2 %on interstate
service, to allow providers of the equipnent and services to recover
their costs. Existing |aw authorizes the commission, until January 1,
2006, to adjust the surcharge upward or downward within the

specified 1/2% cap, to ensure that the prograns supported thereby are
adequately funded and that the fund bal ances are not excessive.

This bill would extend, until January 1, 2010, the authority of
the conm ssion to establish a rate recovery mechani smthrough a
surcharge and to adjust the surcharge upward or downward within the
specified 1/2% cap, to ensure that the prograns supported thereby are
adequately funded and that the fund bal ances are not excessive.

Vote: majority. Appropriation: no. Fiscal commttee: yes.

St at e- nandat ed | ocal program no.

THE PEOPLE OF THE STATE OF CALI FORNI A DO ENACT AS FOLLOWS:

SECTION 1. Section 2881 of the Public Uilities Code is anended
to read:
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2881. (a) The conm ssion shall design and i nplement a programto
provi de a tel ecomruni cati ons devi ce capabl e of serving the needs of
i ndi vidual s who are deaf or hearing inpaired, together with a single
party line, at no charge additional to the basic exchange rate, to
any subscriber who is certified as an individual who is deaf or
hearing inmpaired by a |licensed physician and surgeon, audiol ogist, or
a qualified state or federal agency, as determ ned by the
conmi ssion, and to any subscriber that is an organi zation
representing individuals who are deaf or hearing inpaired, as
det erm ned and specified by the conm ssion pursuant to subdivision
(e). Alicensed hearing aid dispenser may certify the need of an
i ndividual to participate in the programif that individual has been
previously fitted with an anplified device by the di spenser and the
di spenser has the individual's hearing records on file prior to
certification.(b) The conm ssion shall also design and i nplenent a
programto provide a dual -party relay system using third-party
i ntervention to connect individuals who are deaf or hearing inpaired
and offices of organizations representing individuals who are deaf or
hearing inpaired, as deternm ned and specified by the conmi ssion
pursuant to subdivision (e), with persons of nornmal hearing by way of
i nt ercomuni cati ons devices for individuals who are deaf or hearing
i npai red and the tel ephone system maki ng avail abl e reasonabl e access
of all phases of public tel ephone service to tel ephone subscribers
who are deaf or hearing inpaired. In order to make a dual -party rel ay

systemthat will neet the requirements of individuals who are deaf
or hearing inpaired avail able at a reasonable cost, the comi ssion
shall initiate an investigation, conduct public hearings to determ ne

the nost cost-effective nethod of providing dual-party relay service
to the deaf or hearing inpaired when using a tel econmuni cations
device, and solicit the advice, counsel, and physical assistance of
statewi de nonprofit consunmer organizations of the deaf, during the
devel opnent and inplenentati on of the system The conm ssion shal
phase in this program on a geographical basis, over a three-year
peri od endi ng on January 1, 1987. The conmi ssion shall apply for
certification of this programunder rul es adopted by the Federa
Conmruni cati ons Conmi ssi on pursuant to Section 401 of the federa
Americans with Disabilities Act of 1990 (Public Law 101-336).

(c) The commission shall also design and inplenment a program
wher eby specialized or suppl enental tel ephone conmunications
equi prent may be provided to subscribers who are certified to be
di sabl ed at no charge additional to the basic exchange rate. The
certification, including a statement of visual or nedical need for
speci al i zed tel ecommuni cations equi pnment, shall be provided by a
i censed optonetrist or physician and surgeon, acting within the
scope of practice of his or her license, or by a qualified state or
federal agency as determined by the comm ssion. The conm ssion shall
in this connection, study the feasibility of, and inplenent, if
determ ned to be feasible, personal incone criteria, in addition to
the certification of disability, for determ ning a subscriber's
eligibility under this subdivision.

(d) The conmi ssion shall establish a rate recovery nmechani sm
t hrough a surcharge not to exceed one-half of 1 percent uniformy
applied to a subscriber's intrastate tel ephone service, other than
one-way radi o pagi ng service and universal tel ephone service, both
within a service area and between service areas, to allow providers
of the equi pment and service specified in subdivisions (a), (b), and
(c), to recover costs as they are incurred under this section. The
surcharge shall be in effect until January 1, 2006

2010 . The commission shall require that the prograns

i mpl enented under this section be identified on subscribers' bills,
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and shall establish a fund and require separate accounting for each
of the prograns inplenented under this section

(e) The conmi ssion shall determne and specify those statew de
organi zations representing the deaf or hearing inpaired that shal
recei ve a tel ecomruni cati ons device pursuant to subdivision (a) or a
dual -party relay system pursuant to subdivision (b), or both, and in
whi ch of fices the equipnment shall be installed in the case of an
organi zation having nore than one office.

(f) The conmission nmay direct any tel ephone corporation subject to
its jurisdiction to conply with its determ nations and
specifications pursuant to this section

(g) The conmi ssion shall annually review the surcharge | evel and
t he bal ances in the funds established pursuant to subdivision (d).
Until January 1, -2006— 2010 , the
conmi ssion shall be authorized to nmake, within the limts set by
subdi vision (d), any necessary adjustnents to the surcharge to ensure
that the prograns supported thereby are adequately funded and that
the fund bal ances are not excessive. A fund bal ance which is
projected to exceed six nmonths' worth of projected expenses at the
end of the fiscal year is excessive.

(h) The conmi ssion shall prepare and subnmit to the Legislature, on
or before Decenber 31, 1988, and annually thereafter, a report on
the fiscal status of the prograns established and funded pursuant to
this section and Sections 2881.1 and 2881.2. The report shall include
a statenent of the surcharge |evel established pursuant to
subdi vi sion (d) and revenues produced by the surcharge, an accounting
of program expenses, and an eval uation of options for controlling
t hose expenses and increasing program efficiency, including, but not
limted to, all of the follow ng proposals:

(1) The establishment of a neans test for persons to qualify for
program equi pnent or free or reduced charges for the use of
t el econmuni cati on services.

(2) If and to the extent not prohibited under Section 401 of the
federal Anericans with Disabilities Act of 1990 (Public Law 101-336),
the inmposition of limts or other restrictions on naxi num usage
| evels for the relay service, which shall include the devel opnent of
a programto provide basic comunications requirenments to all relay
users at discounted rates, including discounted toll-call rates, and,
for usage in excess of those basic requirenents, at rates which
recover the full costs of service.

(3) More efficient nmeans for obtaining and distributing equi prent
to qualified subscribers.

(4) The establishment of quality standards for increasing the
efficiency of the relay system

(i) In order to continue to neet the access needs of individuals
with functional limtations of hearing, vision, novenent,
mani pul ation, speech and interpretation of information, the
conmi ssion shall perform ongoi ng assessnent of, and if appropriate,
expand t he scope of the programto allow for additional access
capability consistent with evol ving tel econmunicati ons technol ogy.

(j) The conmission shall structure the programs required by this
section so that any charge inposed to pronpte the goals of universa
service reasonably equals the value of the benefits of universa
service to contributing entities and their subscribers.



