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- SECOND INTERIM OPINION

DECISION SUMMARY

This decision grants the requested CPCSN to the
Partnership to provide a cellular radio telecommunications system
to the public in the greater Los Angeles Metropolitan area. It
becomes effective when either PMA replaces LACGSA as the general
and a limited partner in the Partnership or LACGSA is fully
staffed so as to be & completely independent, self-sufficient
entity capable of operating the cellular system.

The decision provides that the Partnership will provide
both retail and wholesale servicesand establishes the appropriate
tar{ffs for such services. The retail tariffs are based on what
market research information indicated would be an appropriate
price to charge and the wholesale tariff rates are sufficiently
below the retall rates to provide a viable business opportunity
to prospective resellers but sufficiently high to provide the. -
Partnership a reasonable return on equity for its wholesale
operations. Because the cellular telecomunications industry
is in its infancy and all economic feasibility studies are of
necessity based on untested and unverified projections, the
decision requires the Partnership to submit a comprehensive
results of operation study detailing its first 12 months'
operations. The decision Is granted on ac interim basis so as
to facilitate prompt rate changes should the study 1nd1cate tte
necessity of such changes. R

The decision also provides that all resellers be f
certificated utilities, but pernits the expanded operations oﬁ
pregsently certificated radiotelephome utilitles (RIUs) to
1nc1ude‘c¢11u1ar'operations'By the expedience of an advice
letter £1ling. o o
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I - BACKGROUND

Advanced Mobile Phone Service, Inc. (AMPS or applicant),
on behalf of itself and its Pacific area successors, and the:
Los Angeles SMSA Lixited Partuership (Partuership), seek a
certificate of public convenience and necessity (CPC&N) under
Public Utilities (PU) Code Section 1001 for tuthovity to provide
a new domestic public cellular radio telecommunications system
to the public in the greater Los Angeles Mbtropolitan area.

After seven days of public hearing were held on this
matter in Los Angeles before Adminigtrative Law Judge (ALJ)

N. R. Johnson from March 1, 1983 through March 22, 1983, the
matter was adjourned to a date to be set while this Commission
considered whether or mot it should issue an interim order
authorizing the construction and installation of facilities
contingent upon the appropriate disposition of envirommental
impact considerations but specifically withholding authorization
to operate the system in service to the public pending further
hearings.

| Interim Decision (D ) 83 06-080 dated June 29, 1983
ordered that:

"1. A certificate of public convenience

and necessity is granted to the Los Angeles
SMSA Limited Partnership to construct but
not operate in public service a cellular
radio telecommunications system to serve
the Los Angeles Cellular Geographic Service
Area consisting of a mobile telephone
switching office, 24 cell sites, and
appurtenant facilities.

"2. The Los Angelegs SMSA Limited Partmership
shall not operate this system in gervice to
the public without further authorization
from this Commission. There is absolutely
0O guarantee that such operating authority
will be forthcoming. :
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"3, Within 60 days from the effective date
of this order, gplicant ghall file evidence
as contemplated by Findings 9, 25, 26, 27,
28, 29, and 30. Hearings will be scheduled
shortly thereafter." (Mimeo. pp. 41-42.)

Seven days of additional hearing were held before
ALJ Johnson in Los Angeles between October 31, 1983 and
December 13, 1983, and the matter was submitted subject to
the receipt of concurrent opening briefs due January 16, 1984-/
and concurrent closing briefs due February 6, 1984. Opening
and/or closing briefs were received from applicant, GTE Mobilmet,
Incorporated (GIE Mobilnet), the Commissfion staff (staff), ICS
Communications Corporation and MCI Communications Corporatiom
(ICS/MCI), Allied Radiotelephone Utilities of California (Allied),
and Pacific Bell (Pac Bell), formerly The Pacific Telephone and
Telegraph Company. We also recelved amicus curiae briefs from
Executive Cellular Telephone Company (Executive) and Dynatel
Communications Corporation (Dymzxtel)'z

Since the issuance of D.83-06-080 the divestiture. of
American Telephone & Telegraph Company (AT&T) and its subsidiaries
bas been completed. Consequently, as contemplazed"by applicant,
AMPS, as a general and limited partpmer in the Partnership, has
been replaced by Los Angeles CGSA, Inc. (LACGSA); the Pacific
Region Holding Company (PRHC) is now knowr as Pacific Telesis
(Pac Tel); the Pacific Region Cellular Company is now koown as

1/ At the request of staff counsel and with the.concurrence of
other parties, the due date was changed to January 23, 1984.

2/ On February 21, 1984 this Comnission received a motion from
ICS/MCI to strike these briefs on the bases they are replete
with extra-record testimony, and representations of counsel
are not supported by affidavit por presented by a knowledge-
able person who would be subject to cross-examination. The
motion to strike is denied o
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Pac Tel Mobile Access (PMA); and The Pacific Telephone and
Telegraph Company is now Pacific Bell. L’ACGSA is a wholly owned
subsidiary of PMA. |
Further test:lmony was presented on behalf of applicant
by its director of pricing, Robert A. Steuernagel; by _1t‘s general
manager-sexvice costs for the Pacific Region, Jeff Chessher; by
its director of engineering for the Pacific Region, Gloria
Everett; by its designated vice president, chief financial
officer and treasurer of the Pacific Region, Hank M. Hickey;
by district staff manager-special services product nienagement
of Pac Bell, Richard S. Noxmington; and by the vice president
and treasurer of Pac Tel, Williem E. Downing; on behalf of |
ICS/MC-'I.-%/ by the senior manager of budgets and financial analysis
for MCI Airsignal, Inc. (MCI-Air), Joseph G. NeCastro; and the
vice president, planning and business development for MCI-Air,
David W. Ackerman; and on behalf of staff by ome of its public
utility £inancial examiners II, Mark Bumgardnmer, and by one of -
its senior utilities enginmeers, Willard A. Dodge, Jr. |

3/ ICS/MCI entered into a partmership agreement on August 19,
1983 with Cellular Mobile Systems of Los Angeles, Inc.
wherxein they are to jointly prosecute an application for
a8 CPC&N before the Federal Communications COmmission (FCC)
and this Comission. _
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II - GENERAL

In D.83-06-080 we noted that in compliance withk the
Modified Final Judgment AMPS and/or its succeeding company will
form seven new corporate units, one for each regional holding
company. According to applicant’s proposal LACGSA, a wholly
owned subsidiary of PMA, will be both the general and a limited
partner in the Partmership. The other limited partuers in the
Partnership are GTE Mobilnet, Continental Mobilcom, Inc.
(Continental), and United States Cellular Corporation (US
Cellular). The Partnership is to be the carrier for cellular
gsexvice for the Los Angeles SMSA (LA SMSA). |

The San Diego CGSA, Inc. and the San Francisco CGSA,
Inc. are also wholly owned subsidiaries of PMA.

According to the testimony of witness Steuernagel,
LACGSA will execute service agreements between itself and PMA.
Employees of PMA will perform day-to-day managewent for the
general partuer (LACGSA) and will fully account to the Partner-
ship for expenses related to that effort. Under the propoaed
operati.ons the Partnersbip will provide cellular service only
on a wholesale basis and each of the limited partners may
participate in the Los Angeles market as resellers so long as it
is done oun an "arm's length' basis. Furthermore, according to
applicant, with 1ACGSA as the general partoer, PMA may resell
cellular service through :Lts retai.l division.
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1II - FURTHER EVIDENCE

Findings of Fact (Fimding) 9, 21, 25, 26, 27, 28, 29,
and 30 of D.83-06-080 required the submittal of additiomal
evidence by applicant as follows: '

1. The capitalization of PMA.

2. A strong and compelling showing why
LACGSA should replace PMA as the
General Partner in the Partuership.

3. A resale plan that constitutes a
viable business opportunity and
thereby permits the nonwireline
carrier to enter the marketplace
as a bona fide competitor.

A definite proposed tariff for our
consideration including an evaluation
of the effect of the proposed cellular
rates on Pac Tel's Improved Mobile
Telephone Service (IMS) investments
and on the investments of the competing
RTUs in the LA SMSA.

The details of the interconmnection
arrangements Iincluding the complete
costs of obtaining faci{lities from a
wireline company.

A plan, agreed to by the local exchange
company, to provide directory assistance

and directory listings to all cellular
mobile radiotelephone subscribers.

7. The actual costs, terms and conditions,
and tining of cellular equipment purchase.

Testimony relating to all or portions of the above
additional evidence was presented on behalf of applicant, staff,
and gome of the parties_to-the proceeding as subsequéntly
discussed by subject mattexr. =
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IV - CAPITALIZATION OF PMA

Findings 8 and 9 of D.83-06-080 state as follows:

"8. The source of monies by which PRHC

will fund PRCC for comstruction of the
Los Angeles SMSA cellular system is not
zet'forth on the record in this proceed-
ng -

"9, Because of the deficiency of
information set forth in Finding 8, the
PRCC or the PRHC should present specific
evidence of the capitalization of the
PRCC to this Commission.'" (Mimeo. p. 36.)

As previously noted, PRBEC 48 now Pac Tel and PRCC is
now PMA. _ :
Position of Applicant |

Testimony on the capitalization of applicant was

presented by the vice president and treasurer of Pac Tel, W. E.
Downing. According to his testimony, PMA, upon divestiture, is
expected to be funded entirely by Pac Tel in the form of advances
vhich will periodically be converted into equity investments
made by Pac Tel. He further testified that as with any other
{investments, Pac Tel must be assured that the investment offers
a realistic likelihood of being a profitable undertaking which
has already been established in the case of PMA's participation
in LA SMSA. Once PMA has established its credit wortbiness it
15 conceivable that PMA can ralse its own debt from the capital
markets. Each of the subsidiaries of Pac Tel is expec:ed_toi-
recover the cost of capital invested in it which will be returned
to Pac Tel as & dividend. The retained portion of thése\divi&ends
will provide a source of funds‘whiéh\Pac Tel cav reinvest in its

b Smimar ST
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subsidiaries. Furthermore, proceeds received from the issuance
of additional common equity and the issuance of debt by Pac Tel
offer additional possible sources of fuunds which Pac Tel can

uge to fund its subsidiaries including PMA. Tbis witness noted
that upon divestiture Pac Tel will have gbout $16. billion in
assets and will, therefore, by any standard be capable of
funding PMA. According to the testimony, in no case will the
source of funds produce any detrimental effect on Pac Bell or
its ratepayers. :

Prior to January 1 1984, all agsets acquired for the
Partvership were in the name of AMPS chrough funding by.AT&I.
These assets were divested to PMA as of January 1, 1984, PMA
will, in turn, according to the proposed operatiouns, transfer
these assets to the Partnership. In the predivestiture period
ATST will have paid approximately 82% of the conmstruction costs
billed by Western Electric Company, Inc. (Wectern Electric) and
83% of the $19.1 million total cost for the Partnership system.
Such payment is in the form of advances to PMA who actually
paid or will pay the monies to Western Electric and other
parties. The Partnership will then reimburse PMA in accordance
with its partnership shares. In the event that the other °
partﬁers do not provide their proportionate éha:é of the funding
Pac Tel will provide additional funding to make up the difference
provided it is convinced that this particular iuvestment is
viable. |

Testimony presented by designated vice'president;
chief financial officer, and treasurer of m, Hank M. Hickey,
indicated that the Partnership will be a financially gound and
viable entity. He presented a pro forma balance sheet and
income statement reflecting a cellular busivess that will be
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financially hesalthy and in a strong position to provide returns
to the investors. 7The financial statements indicate a projected '
third operating year profit margin of 2172, return on assets of
197, and return on equity of 267 at the proposed wholesale rates.
This witness further testified that PMA and the Partunership offer
a number of strengths including & strong and well-documented
market demand, growth through investment for Pac Tel, availability
of capital from the limited partuers, and financial self-
sufficiency in a reasonably near term. In addition, further
studies indicated that variation of 107 in usage and/or potential
market penetration does mot significantly affect estimated
profitability margins. :
_ - In its brief applicant notes that although staff wOuld
have preferred the identification of a precise source ‘of Pac Tel
lfunds and a commitment to fuod the Partnership even if it were
not profitable, it does mot believe the lack of these two items
should prevent the grant of the CPC&N because of the de minimis

nature of the amount required for the Partnerahip in relation _
to the expected value of Pac Tel.

Position of Staff _ \
Testimony on the capitalization of PMA was presented

by'financial examiner II M. K. Bumgardner. According to this

- witness, the subject matter of the capitalization of PMA can be
divided into two major components consisting of the amount of
capitalization required and the source of funds for such amounts.
Using PMA-provided financiel data staff accountants prepared a
statement of changes in financial position for the Partnership
showing that AT&T should provide approximately $20.2 million,
Pac Tel should provide approximately $15.8 million, and the
remaining limited partners should provide approximately $l7 1
million, a toral of $53 l million. Pnc Tel' 8 net capital ,iﬁ
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~ required (capital required less dividend) would be $5.8 million
for the next three years 1f the minority partmers fund their
full share or $17.6 million if they do not. Staff witness
testified that Pac Tel should not have any trouble. funding
either amount.

This witness noted that, accordingvto.the testimony’of
witness Downing, there {s no firm commitment from Pac Tel to
fund the Partnership should it not be profitable nor did Pac Tel
provide a definitive source of funds for the Partunership. He |
stated, however, that since the amount required for the Partmner-
ship is immaterial in relation to the expected velue of Pac Tel,
the above two items should not stop the issuance of a CPC&N in
this application. - '
Position of ICS/MCI ‘

In its drief ICS/MCI notes that under the proposed |
operations, all of applicant's revenues will be derived from its
wholesale sales and to the extent that resellers do not meet the
projected demands, the Partnership may incur revenue shortfalls.
ICS/MCL argues that while applicant anticipates that from 5 to
20 resellers might materialize, it provided mno evidence of any
genuine interest in its actual resale proposal by any unaffiliated
entity; and that 1f resale is not a viable business'oppoftunity,
resellers will not surface to serve the 407 of market. demand that
applicant hopes it would satisfy and, therefore, applicant’ will
not meet its projected reveoue goals.

ICS/MCI further argues that while applicant insists
the revised wholesale tariff and draft retail tariff contained
in Exhibit 39 are oot proposals, they could, 1if implemented,
bave a substantial impact on applicant's financial positiom.
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When Pac Tel’s witness Downing testified sbout its interest tdﬁ
iovesting in the Partnership, he bad no knowledge of this
potential change. Consequently, according to ICS/MCI, while
it is necessary for applicant to devise a new viable reszle
plan, it caunot be approved in the absence of full financial.
information and a proper assessment of applicant's financial
position. Until such information is obtained ICS/MCI believes
the application cannot be granted. ‘ '
Position of Allied .

In its brief Allied asserts that applicAntrhas failed
to make any showing of assured financing from any source, as
£ollows:

1. As noted by this Commission, the only
evidence on record regarding funding for
the Los Angeles system is a letter to the
FCC from Mr. D. E. Guinn, chief executive
officer of Pac Tel, indicating that
"/b]arring any unforeseen changes, it is
the intent of the Pacific RHC, after
divestiture, to fund and support this
project and aggressively pursue the
cellular service business.'" According
to Allied, Finding 9 4o D.83-06~080
found such a showing inadequate and
requested further evidence of funds,
which applicart has not supplied.

The deficiency of applicant's showing
is quickly apparent when compared with
the showing of financial feasibility
presented by other cellular applicants,
such as the Los Angeles Cellular
Corporation's Application 83-04-21.

Many unforeseen changes such as the
failure of the limited partners to fund
the project, overestimation of intern-
ally gererated funds, and the effect of
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funding other cellular systems could
create a greater monetary obligation
for Pac Tel than it would choose to

sustain with a devastating effect on
the publie.

4. 1If the system does not provide the
returns which applicant anticipates,
neither Pac Tel nor the limited
partners have any legal obligation
to supply the funds and once 2 -
CPC&N has been issued, the Commission
gas limited powers to ensure that they !

o 80. : |

Discussion | | ' :

'D.83-06-080 with respect to its capitalization was the source |

" The addit:[.onal evidence requested of applicant in

i
Hat
)

of moneys by which Pac Tel will fund PMA for construction of
the LA SMSA cellular system. The record is quite clear that
the source of funds for the comstruction of the cellular‘system/
1s 657% from AT&T prior to January 1, 1984 and from Pac Tel
subsequent to January 1, 1984, 207 from CIE Mobilmet, 10% from
Continental, and 57 from USCellular. In the event that onme or
more of the limited partmers decline to participate in the
funding of the project, the remaining limited partners may
elect to advance the required monies in proportion to their
relative limited partmership shares. According to the recbrd,
Pac Tel would be willing to make up any funding dgfiﬁ'iencies-‘
provided it was assured that the investment offers a realistic
1likelihood of being a profitable undertaking which applicant
states. has been established in case of PMA's pai':vi'cipla‘cidn:iﬁ _‘

=13~
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Additionally, as of January 1, 1984 ATST will bave |
paid approximately 827 of Western Electric costs and 83% of the
$19.1 million total cost of the system. For the next three
years, Pac Tel's net capital Tequired is computed by staff to R
be $5.8 million if the minority partners fund thefr full share
or $17.6 million if they do not. The pro fdrmazbalance'shee:s_
and income statements enterxed Iinto the record reflect a cellular
business for the LA SMSA that will be financially healthy and
in a stroog position to provide returns to the investors. Such
evidence, coupled with the relatively small amount of funding
required as compared to Pac Tel's assets of in excess of $16
billion, assures the overall fimancial integrity of the proposed
cellular systenm. . ‘3 : L

Furthermore, it is clearly:established‘on the’recoﬁd

that funding is advanced not later then the time the facili:igyA o

are installed. As a result, the facilities will be_compiéteﬁy:
funded at the time when the system becomes operational.

V - LACGSA AS THE GENERAL PARTNER
General . |

To D.83-06-080 we stated: -

" . . After divestiture, AMPS will be
superseded as a general and limited partumer
in the Partnership by its Pacific region
succegsor. As previously discussed, the
AMPS successor in the Partmership could be
either the PRCC or the LACGSA. It would
appear that the LACGSA would be formed as
an expedient as a way of allocating costs
appropriately to each of the markets as
well as creativng a vehicle for the manage~
went of the local market. The recoxrd to
this point does not persuade us that either
reason justifies the formation of the LACGSA.
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Because of the relationship of CCS to the
PRCC, it will be necessary for the PRCC

to allocate costs to the Los Angeles SMSA
via the General Partmer. It would appear
that the existence of the LACGSA would
necessitate additional allocations of

costs that would not be required if the
PRCC were the General Partner in the
Partnership. Furthermore, there appears

to be a distinct possibility, even
probabilit{, that were it formed, the
LACGSA would duplicate some of the opera-
tions of the PRCC, thus creating unnecessary
duplicative costs. Furthermore, it appears
to us that a precise delineation of duties
and respongibilities of the parent PRCC

and the subsidiary LACGSA would be difficult
if not i{impossible. Under these circumstances,
we place AMPS and the PRCC on notice that
lacking a strong and compelling showing of
the necessity of the LACGSA, we will not
grant a CPC&N to the Partoership with the
LACGSA as the actual or prospective general
and/or limited garcner in the Partnership.”
(Mineo. pp. 20-21.) : : '

- Position of Applicant .
Testimony supporting LACGSA as the general and a
limited partnmer in the Partnership was presented by FMA's
witness Steuernagel. According to his testimony, LACGSA will
be the successor to AMPS as the general partmer in Los Angeles
and thus maintain the appropriate relationship between PMA and
the carriers in accordance with the Pa:tnershipaggreement
approved by the Fcc.ﬁj Employees of PMA will perform day-to-day
nanagement for LACGSA in accordance with:service agreements

4/ 1In accordance with the FCC Memorandum Opinion and Order
adopted December 29, 1983 and released December 30, 1983
under File No. 29015-CL-P-83, LACGSA became the assignee of
AMPS' interest in the Los Angeles SMSA Limited Partuership.
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between PMA and LACGSA. Similar arrangements will be made
between PMA and other affiliates such as the San Diego and

San Francisco CGSAs. This witness further testified that there
are econonmies which result from centralization and from the
applicatﬁon of accumulated relevant experience at a core
location which is the principal justification for PHA managing
the Los Angeles and other cellular systems under contract.

Additional advantages of this arrangement, according
to the record, are that plamnning and management aervicés.can be
adequately accounted for between systems and/or partuership
interests and the separate corporate structures will create a
level of accountability to furtber evidence that cross-
subsidies or misallocations do mnot occur,

Furthermore, under the provisions of the FCC decision
in "Computer Inquiry I1", a carrier may not have a terminal
business in the same entity that provides the carrier service.
Consequently, according to the record, should the FCC permit PMA
to enter the cellular terminal equipment business in the current
Notice of Proposed Rulemaking on that subject, it would be unable
to do so were PMA rather than LACGSA the general partner. Under
these circumstances, PMA would either have to forego the cellular
equipment business or form a separate aubsidigry‘tbwhandleisuch
an activity. As proposed by applicant, with LACGSA as the
general partner, and subject to FCC approval, PMA could both
enter the cellular equipment business and resell cellular service
through its retail divisionm.

Iz its brief, applicant argues that it is a basic tenet
of California regulatory policy that the Commission will not
disturb the form and structure of utilities unless there is
evidence that such form or structure is adverse to the public
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interest. According to applicant,'there is no showing of an
adverse impact on any public (or private) interest as a result
of LACGSA being the general partner of the Partnership and .
both the limited partmers and this Commission will bave the ,
ability to scrutinizé the appropriateness‘of'any cost,'cbarge,'
or action of PMA. In further support of its position applicant
argues there is strong record evidence of the benefits of the
planned structure consisting of a level of structural accounta-
bility, the ability of PMA to enter the equipment bus:.ness without structural
modifications should the FCC change the cellular rules, and the
appropriate demarcation between the partnership carrier acttvities
and the resale activities permitted under the FCC-approved '
partnership agreement. .
Furtherwore, according to applicant, since the recent
action of the FCC confirms the authority of LACGSA to exercise
the Partnership's right to operate on the wireline cellular
frequencies in Los Angeles, any Commission action which would .
attempt to change the licensee to the wireline cellular frequencies
in Los Angeles would be void because the right to determive
licensees to operate on portions of the radio spectrum 18 |
exclusively‘within the power of the rcc and atate action 13
preempted. : ‘ '
';_Positlon of Staff
. .. Testimony leading to the staff recommendation that the
| -LACGSA should not replace PMA as the general partner of the
o Paztnership was presented by staff witness Bumgardner.. The -

up bases for this recommendation set forth 1o the record are . as
‘£ollows.




v
-

'A.83-01-12 ALJ/emk/jc

1. Separate corporate structures are not
essential to eunsure that the provigion

of planning_and managenent be adequately
accounted for between systems, nor will
they create 8 level of accountability
to further evidence that cross-subsidies
and/or misallocations do not occur.

PMA as a general partner would not cause
a competitive disadvantage in the sale
of terminal equipument because: (&) the
FCC bas not yet authorized PMA to enter
the texrminal equipment business;

(b) PMA's authorized ageants can’ independ~
ently offer terminal equipment; (c) PMA
currently has no plan to provide terminal
equipment upon FCC approval; and

(d) equipment could be sold by existing
separate subsidiaries.

3. LACGSA will have no employees so that its
only functional purpose will dbe as a
. vehicle to allocate costs.

In arguing this position in its opening brief, staff
notes that LACGSA is little more than a corporate shell, with
little or no responsibility for the day-to-day operations of
the business. It notes that each of the corporate officers is
an employee of PMA, receiving no' additiomal compensation for
wvhatever role they play in the various CGSAs, and that the system
would be operated and malntained through a service agreement
with PMA with absolutely no interface between LACGSA and the
carrier's customers. Staff further notes that the service
agreement will be executed on behalf of the Partnership by
LACGSA's chief executive officer who is an employee of PMA.

Staff recommends that this service agreement De submitted for
review prior to issuance of a:final CPC&N. Fof‘:he above reasons,
staff recommends against LACGSA as the general partner in the
Partuership. | | = . SR
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In fits reply brief, staff reiterated its.position that
LACGSA not be permitted as the general partner in the Partnership
for the additional reasons that: (1) the FCC has not mandated
the type of separation advocated by applicant; (2) the corporate
shell structure proposed by applicant fails to serve the major
underlying purpose of a separation requirement; (3) the FCC's
affirmation of the existing partmership structure is not binding
upon the Commission; and (4) this is not a case where the
Commission is asked to pierce the corporate veil.

According to staff, the FCC's wellular separation
requirement was initially promulgated in 1981 and is found at
47 CFR Section 22.901. The net effect of the regulation is to
require that cellular service be offered by a corporate entity
separate and distinct from the local exchange telephone company.
According to staff, there is absolutely nothing in the regulations
requiring that cellular operations in each CGSA be conducted
through an addit{onal tier of separate corporate entities.
Furthermore, the FCC has held that states have authority to
require cellular operators. to provide service through a separate
subsidiary subject to whatever reascnable restrihcions the states
deenm appropriate. ' ‘ :

Staff notes the FCC further s:ated that tbe aeparate
entity providing cellular service must:

", ..operate independently in the furnishing
of cellular service. It shall maintain its
own books of accounts, have separate offices,
utilize separate operating, marketing,

nstallation, and maintenance personnel,
and utilize separate computer and
transmission facilities in the provision

of cellular services.' (Ewphasis added.)
(47 CFR Section 22.901(c)(2))" _
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and in the Computér'II decision:

"'More specifically, the separation of
. regulated and unregulated activities and
associated costs requires that the subsidiary

have {its own operatin marketin
Installation, and maintenance personnel for

the services and equipment it offers.
2 , )""

Based on the above, staff argﬁes that the major thrust
of a separate subsidiary requirement is to avoid misallocation
of joint and common costs by creating separate corporations with
separate staffs and applicant's proposal to create a shell
corporation with no staff and which will experience no costs
sinply fails to meet the expressed terms of the separgtion‘test.
Staff further argues that under the proposed operations there
is no assurance against the misallocation of joint costs asso- |
clated with wholesale and retall operations nor against misalloca-
tion of joint costs between different localities.

Staff also argues that FCC approval of LACGSA as the
general partoner of the Partnership is uneither binding on the
Commission nor nonreversible. Staff notes that while, in general,
each regional cellular company including PMA will create one or
more local cellular service companies, such as LACGSA, New Vector
Communications, the northwest equivalent of PMA, has controlling
interest in two limited partnerships similar to the Los Angeles
Partnership and the FCC transferred AMPS' interest in each of
the pdrtnerships directly to the regional cellﬁlar-cdmpany.

This 1s precisely the arrangement staff advocates in this matter.
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Staff states that applicant, in its opening brief,
took the position that the Commission should recognize PMA's
subsidiary as the general partmer on the grounds that there are
insufficient facts to support piercing the corporate veil and
looking directly to the parent corporation. Staff argues that
the Commission is not being asked to plerce the cofporate'veil
surrounding LACGSA but rather is being asked to decline certifi-
cation of the subsidiary on the grounds that it is a mere shell
which will enter into'a service agreement with its parent for
the operation of the system with the net result that customers
will be unjustifiably insulated from the: certificated entity.
Staff further argues that while the Commission could pierte the
corporate vell if and whben the need a:ises, tne problem is ‘better
avoided at the outset. et j
Position of ICS/MCI | P RS

It is the basic position of ICS/MCT as set forth in its
briefs that the proposed organizational structure is not in the
best interest of consumers and would frustrate effective regulatory
oversight, create fncentives for abuse.and anficompecittve
behavior, and impair the efficient delivery of cellular services
- to the public without having any countervailing public benefits.
Consequently, ICS/MCI believes that PMA, not LACGSA, should be
the general partner of the certificated carrier.

In support of this position ICS/MCI notes that LACGSA
is a "shell" corporation and will itself perform none of the
functions normally associlated with a communications public utility.
Instead, LACGSA Intends to enter into a service agreement with
FMA providing that PMA will exercise complete control over the
congtruction and operation of the system and the provisiomvof
service to the public. IACGSA will have no full-time employees,
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will maintain no office, and will have only three PMA employee
officers who will receive no compensation for their LACGSA duties
and who will occupy similar positions in the CGSA entities
created for San Diego and San Francisco. According to ICS/MCI,
PMA has assumed complete contxol for system planning and con-
struction, and will operate and maintain the system focluding
the customer sexvice functions. Other activities that will be
perfotmed by PMA instead of LACGSA include: (1) receiving
orders for wholesale service; (2) responding to inquiries;

(3) billing wholesale customers; (4) providing marketing sexrvices
including advertising; (5) providing financial and accounting
service; and (6) developing rate and tariff proposals.

Since all essential functions will be conducted by an
entity other than the certificated utility, ICS/MCI believes
effective accountability for the carrier's business would be
absent, it would be difficult for this Commission to exercise
Jurisdiction, and tke opezations will create confusion among
members of the public. ' :

ICS/MCI. asserts there is absolutely no merit to
applicant's implication that the FCC has approved, macdated, or
blessed the proposed organizatiomal structure and this Commigsion
13 thereby barred from requiring a different structure. To the
contrary, according to ICS/MCI, the FCC has held that consistent
with its Computer II decisions the states have authority to
require cellular operators to provide this service only through
a separate subsidiary subject to whatever reasonable restrictions
the states deem appropriate. Consequently, should this Commission
require PMA as the general partmer, the parties could file a
simple application with the FCC requesting a pro forma assigmment
to effect the change which would probably be granted as a routine
matter in about 60 days.' |
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ICS/MCI further argues that applicant’s justification
of the proposed organization to enable applicant to enter the
cellular equipwent business if the FCC changes its rules, to
provide an appropriate demarcation between the partnership
carxier activities and resale activities, and to«prqfide a level
of structural accountability consistent with the accounting
findings of the FCC {s without merit.

According to ICS/MCI:

1. The £irst justification hinges on
speculation that the FCC may change
its rules which appears unlikely in
view of the recent FCC decision stating
cellular customer-provided equipment (CPE)
may be offered through the Computer II
separate subsidiary but not the
cellular subsidiary.

The FCC subsidlary requirements are not
merely to prevent misallocations, cost-
shifting, and cross~subsidization, but
are to prevent abuses that can occur
when the same entity both provides a
regulated monopoly service and is
engaged in competitive and unregulated
activities. To preclude this, IPMA was
established to maintain separation
between the wireline telephone opera-
tions and the corporations’' cellular
activities. BHaving achieved the

Te uired»segaration, no other apparent
objective of the FCC {s met by estab-
1lishing an additional subsidiary of
PMA. |

PMA has not explained the perceived
necessity or desirabllity for it to
participate in both the wholesale and
retall 1lines of business through separate
business entities, one regulated and the
other not. PMA can control both through
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its ability to establish policy, costs,
and pricing schemes for both markets to
the detriment of the general public.
Essentially, under the proposed structure,
a noncertificated entity would be in a
position to dictate policy for the certif-
icated utility that might not be in the
best interests of the Partnership-or the
ultimate users of the service. Such a
conflict could be mitigated if the
Partnership were to provide both the
retall and wholesale service. :

Applicant's citing of In re Trans-Arrow,
Inc. (1963) 61 CPUC 304 as support for
{ts position that the Commission mnot

- order structural changes is inappro-
priate as it involved a situation in
which the CPUC endeavored to plerce
the corporate veil of one entity in
order to reach a more appropriate
organization. According to ICS/MCI,
1£ anything, the above case supports
the proposition that it is important
to establish a proper organizational
structure before the applicant goes
{into business, so that the Commisgsion
will not at some future date become
entangled in piercing LACGSA's shell
in order to reach the actual system
2perator and provider or service,

.. PMA, '

ICS/MCI asserts that it is well within this Comnission's
authority to require the applicant and PMA to develop an organi-
zational plan that more fully comports with public interest and
suggests that now, before ‘the sexvice becomes operational,
would be the most apprepriate time to require such changes.
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Discussion

In D.83-06-080 we expressed concern that the existence
of LACGSA as the general partner of the Partnership would
necessitate additional allocations of costs to the Partuership
that would not be necessary if PMA were the general partner,
that there would be a probability of duplication of operations,
and that it would be difficult if not impossible to delineate
precisely the duties and responsibilities of PMa and its
subsidfary, LACGSA. We therefore requested a strong and
compelling showing of the necessity of the proposed corporate
structures. Obviously we did not contemplate the proposed
- LACGSA table of organization consisting of three PMA.emp1oyees
acting as the corporate officers, no specifically assigned
personnel, and all of LACGSA's operations being perforwed by
PMA under contract. We will therefore address the primary
{ssue of LACGSA as the general partner in the Partnership by
the following three subissues:

1. The FCC Sepa-aticn Requirements;

2., The Advantages and Disadvantages of
thg Proposed Organizational Structure;
an

3. Regulatory Commissions’ Jurisdictional
Limits.

As noted by staff the FCC's cellular separation
requirement was initially promulgated in 1981 and is found at
47 CFR Sectiom 22.901. This regulation provides that cellular
sexrvice be offered by a corporate entity separate and distinct:
from the local exchange telephone company. The purpose of the
separation requirement was to "make the detectfon of anti-
competitive conduct somewhat easier for regulatory authorities”
(86 FCC 2d 469, 46; Fed Reg P.27665). |
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Further, the FCC reqﬁired\thac the separate entity

must:

. "...operate independently in the furnishing
of cellular service. It shall maintain its
own books of accounts, have separate offices,
utilize separate operating, marketing,
installation, and maintenance personnel,
and utilize separate computer and trans-
mission facilities in the provision of
cellular services." (47 CFR Section 22.901
(c)(2).) - |
Similarly in the Computer II decision the FCC stated:

"More specifically, the separation of
regulated and unregulated activities and
associated costs requires that the sub-
sidiary have its own operating, marketing,
installation, and maintenance personnel
for the services and equipment it offers."
§§§.>77 FCC 2d at 476-477; 35 PUR 4th at

1. _

It is axiomatic that PMA as the general partner in the
Partnership responsible for the operations of the certificated
carrier providing cellular service would fully satisfy’thé.FCC
separation requirements. It is equally obvious that with LACGSA
as the general partner of the Partnership and FPMA operating the
system under contract with LACGSA, as proposed by applicant, the
objectives of the separation requirement would not be fully met.
This is true because, first of all, under the proposed operation
the Partnership will in effect be controlled by the paféntwof\
the genefél partner rather than by the general partnet itself
as both the FCC and this Commission intend., The only personnel
proposed for LACGSA are three:officers employed~andfpéid by PMA.
Under these circumstances, it would be difficult, if mot |
impossible, for these offiéersvno; to~directvthe£r att¢q;1pn tqb
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maximizing the profits of PMA rather than the PdrCnershipw The
proposed service agreement governing the costs for operating and
maintaining the cellular system will be drafted By personnel of
PMA, not LACGSA. Such an arrangement could conceivably result
in wholesale rates high enough to preclude nonwireline carrier
resellers frem entering the cellular market. Furthermore,‘both
the wholesale and & major portion, if mot all, of the retail -
operations will in effect be provided and comtrolled by PMA. |
In addition, should PMA be successful in its attempts to obtain
permission from the FCC to sell equipment through its retail
dtvigion, PMA will have effective control and receive the
profitS;and benefits from most or all of the entire wireline
cellular system in the Los Angeles area. Consequently, the
order that follows will condition the grant of the CPC&N on
applicant either replacing LACGSA with PMA as the gemeral partnmer
in the Partnership or fully staffing LACGSA so that it becomes
a completely'self-sufficienc'and independent entity fully
capable of operating the wireline cellular syscém'£0r LA SMSA.

As previously get forth under party positions,
applicant presented testimony indicating that PMA operating
the cellular system under contract with LACGSA was advantageous
and in the public interest because:

1. There are economies which result from
centralization and frox the application
of accurulated relevant experience at
a core location;

Planning and management services can be
adequately accounted for between.systems
and/or partnership interests, and the
separate corporate structures will
create a level of accountability to
further evidence that cross-subsidies
or misallocations do not occur;
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3. Should the FCC permit PMA to enter the
cellular terminal equipment business,
it would be unable to do so were PMA

ragher than LACGSA the general partner;
an

It would provide the appropriate
demarcation between the partuership
carrier activities and the resale
activities permitted under the FCC~
approved partunership agreement.

While logic would tend to support applicant s
contention that centralization and the accumulation of relevant
experience at a core location would result Iin economies there
is no evidence in the record indicating either the existence or
nagnitude of any such economies. Any such economies that do
exist would be preserved with FMA as the general partner in
the Partnership. Fufthermore, i€ found to be cost-effectivé, _
a fully staffed LACGSA could use PMA's expertise on a consulting‘
basis until such a time as it could develop its own expcrtise.f‘
Should the Partnership grow in the manner anticipated it sghould
easily be able to maintain aod fully use the services of its own
staff of experts in the field of cellular communications.

Staff testimony to the effect that a good audit trail
and documentation of the allocation procedures of the revenues,
expenses, and costs assigned to the Partnership will allow the
partners and this Commission to follow the allocation method of
the general partner, to determine the appropriateness of costs‘
and expenses, and to ensure that cross-subsidization and/or.
migallocations do not occur is convincing and will be adopted.
Consequently we will not accept applicant's contention that a
secondary subsidlary as the gemeral partner in the Eartnexship
will create a level of accountability to further evidence that
cross-subsidies or misallocations do not occur. o
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It is true that with PMA as the gemeral’ partner it will
be unable to enter the cellular terminal equipment business should
the FCC change its present policy. However, guch a change is a
matter of speculation rather thav of anticipation. Furthermore,
a recent FCC decision authorizing the offering of cellular CPE
through a Computer II separate subgidiary, but not the cellular
subsidiary, wouid tend to {ndicate that an FCC policy change
in this respect is unlikely- : :

1t is true that with the Partnership providing only
wholesale cellular service the demarcation between retail and
wholesale activities would be theoretically greater with PMA as
the retailer and LACGSA as the general partner in the Partunership.
However, as proposed by applicaunt, both the wholesale and retail
operations would be under the control of PMA with the result that
the demarcation would fade into obscurity. Furthermore, as
subsequently discussed, the order that follows will require the:
Partnership to provide both retail and wholesale services
rendering moot the demarcation argument.

‘ Applicant argues that the recent action by the FCC
confirms the authority of LACGSA to exercise the Partnership's
right to operate on the wireline cellular frequencies in Los
Angeles and that any Commission action which would attempt to
change the licensee to the wireline cellular frequencies in
Los Angeles would be void as the right to determine licensees
to operate on portions of the radio spectrum is exclusiwely
within the power of the FCC and, therefore, state action 13 ,
preempted |
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- The "recent action by the FCC" referred to by
applicant was the assigonment of AMPS' interest in the Partuership
to LACGSA. 1In this decision the FCC noted that the corporate
structure proposed by AMPS and which included LACGSA satisfied
its separation requirements. While this decision acknowledged
that some of the Regional Bell Operating Companies were .
creating one or more local cellular companies, the propriety
of such arrangements was not an {ssue and the FCC merely approved
the applications presented *o it. The fact zhat the FCC in no’
way mandated the establishment of local SMSA subsidiaries is
readily evident by the fact: that this same decision 3180«approved
the transfer of AMPS' controiling partnership interests in _
Seattle and Minneapolis directly to New Vector Communications
(the northwest equivalent of PMA).

Furthermore, as noted by staff and ICS/MCI, Section 221
(b) of the Communications Act specifically provides for a dual
federal-state regulatory scheme. The FCC has asserted federal
primary jurisdiction with respect to technical standards, public
need, and the competitive market, and bas reserved-to~theistate8'
jurisdiction the charges, classifications, practices, services,
facilities, and/or regulations for services by licenséd*carrie:s.
In this respect it states:

"In this regard, we note that consistent

with our decision in Computer II, su¥ra

states have authority to require cellular

operators to provide this service through

a separate subsidiary, subject to~what-

ever reasonable restrictions the states

deem appropriate in orxrder to effectively

perform their duties regarding the

econonic regulation of cellular operatoxs.”

(Report and Order of March 9, 1982 CC.
Docket No. 79-318 89 FCC Zd 58, 64 )
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As previously stated in comnection with parties’
positions, applicant asserts that the Commission will not disturb
the form and structure of utilities unless there is evidence
that such form or structure is gdvérse to the public interest
and cites Trans-Arrow, Inc., supra, in support of this positiom.
Both ICS/MCI and staff argué that the above,citatioﬁ is inappro~-
priate in that this Commission is not being asked to pierce the
corporatg,veil of one entity in order to reéch a more*appfoptiatg
organization. We agree. e

It is axiomatic that, as get forth in D.83-06-080, the
Partnership is a telephone corporation and, as such, subject
fully to our jurisdiction. | |

VI - THE RESALE PLAN
General |

Finding 25 of D.83-06-080 states:

"25. A resale plan that constitutes a viable
business opportunity and thereby permits the
nonwireline carrier to enter the marketplace
as a bona fide competitor is necessary to
nitigate any adverse effects of the early
entry into the cellular marketplace of a
wireline carrier in advance of a nonwireline
carrier.” (Mimeo. p. 38.)

Testimony on the viability of applicant’s proposed
resale plan was presented on behalf of applicant, staff, ICS/MCI,
and Allied. | ' | o ‘
Position of PMA 5 S

PMA's witness Steuernagel presented :gstimony,propoaing
a tariff that would provide cellular service "in bulk" as a |
wholesale-only business. In addition, on the last day of bearing
he submitted additional testimony allegedly addressing the
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concerns of staff about the proposed wholesale tariff*ﬁy

‘offering for the consideration of the Commission modifications .

to the original tariff and a draft of a retail tariff, He was

exphatic, however, that he was not modifying his original

proposal but merely offering an alternmative for Commission

consideration should the Commission not fully accept his

origival proposal. Under the terms of the original proposai

customers will purchase access numbers in minimum quantities

of 100 telephone numbers for & minimum period of six months.

The related minimum usage quantities will be. 10,000 minutes of

peak usage and 1,000 minutes of off-peak usage, an average of

100 peak and 10 off-peak minutes per end user per month. The

customer could elect to have a thxee-year mindmum contract

period and receive a 47 discount on usage. In calculating

the minimum contract period it is assumed that the last telephone

numbers placed in service'are the first ones discontinued.

Therefore, if any lines had been purchased within six months of

& cancellation, a minimum charge would apply to those lines. |
The modifications presented for Commission consideration

on the last day of hearing reduced the blocking for access numbers

from 100 to 10 (minimum initial order of 50), and the related

ninimum usage quantities to 1,000 minutes of peak usage and 100

minutes of off-peak usage. The requirement to maintain numbers

in gervice for at least six months is replaced with a requirement

of 90 days advance notice of termimation, and the last-in,’

£irst-out provision for the computation of minfom chargeé'is

deleted as {s the requiremenc of a three-year contract for

additional discounts. . -
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The proposed wholesale rates, togé:her with the
possible modifications, are as follows:

As Possible
Propoged Modification

Sérvice Charges:
(1) Number Activation

To process an order for
activation of access.
nuxbers, per number $15.00

Change

To add optional features
or change an access
number, per access. nuwmber \ |
affected ; $10.00 . 810.00

Charge: Per Month

For each access numbey
up to 1,000 nmmbers
(in blocks of 100 numbers) $38.25

For each access number
over 1,000 numbers (in
blocks of 100 numbers) $36.00

Per Month

(1) For each access number
up. to 100 numbers
(minimum initial order
of 50, and subsequent
orders in blocks of 10
numbers) $36.00

For each access number
over 100 numbers (in
~ blocks of 10 numbers) $33.75
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. |

L A8 Pogsible
Proposed = Modification

U_Sage Rates: | . Per Mi‘nuté :
(1) Peak Period -

For usage up to 200,000

ninutes (minimum of

10,000 minutes per 100

number black is required) $.432

with 47 éiscount 4167

For usage over 200,000
minutes . | 4275

With 47 discount 4104

0f£-Peak Period

For usage up to 20,000
ninutes (minimum of
1,000 minutes per 100
number block is required)

With 47 discount’

For'usage over 20,000
ninutes. -

Witthil#iécount

S Per Minute
(1) Pesk Period |

For usage up to and
irncluding 20,000
minutes per month
(zinimum of 1,000
minutes per 18 number
block per month is
required) ' ‘

For usage over 20,000
minutes per month
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. Possible.
- Modification
'4Pér“ﬁinute 

(2) Off-Peak Pexriod

For usage up. to and

including 2,000

minutes per > month

(minimum of 100

minutes per 10 num-

ber block per month’

1s required) . $.232

For usage over 2, 000
minutes ” .} | $. 230
In addition to the specific: rates set forth above,
the proposed tariffs contaived the usuql provisions pertaining'
to applicability, territory, defimitions, service area, timing
of calls, rate periods for usage, optional features, availability
of sexrvice, limitations of liability, the use of‘service,‘dis-
connection of service for cause, termination of gservice, deposits,
operator assistance, provision,of the mobile radio unit, paymeﬁc
of charges, adjustments for taxes, fees, etc., othex carrier
charges, directory assistance and operator services, directory
listings, and sample forms. ‘
The draft retail tariff submitted the lasc day of
hearing for the consideration of the Commission contained the
above tariff provisions and the following rates:

Service Chargcs:'l
(1) Service Establishment
To process an order.for activation of

access number, per access number per
order , )

b
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(2) Change

To add or remove optional features
or tempo:arily suspend service per
a customer's reguest or change an
access number atfected per order - 815,00

Access Charge' _ ' , Per Month-
- For each access nnmber o Q‘ $45,oo?3

Usage Rates: . . | Per’ﬁi&ﬁééf{
(1) Peak Period - . o 373‘45”f1
(2) Off-Peak Period $ .27

Applying the above retail rate to an end user aSSﬁméd"
to have a monthly peak usage of 320 minutes and a monthly off-peak
usage of 80 minutes, together with the monthly access charge, .
yields a total monthly revenue of $210.60. The lowest possible
original wholesale rate (including a 47 discount) results in a
reseller cost of $187.03, a difference of $23.57. Deducting
estimated operating expenses from this figure yields pretax gross
margin of $16.75 or 8.0% of revenues. This witness used the above
figures to prepare an incremental income statement for a hypothetical
reseller/customer which he included as part of kis exhibit. This
study indicated a 175% return or nonrecurring investment, 1807
return on service investment, and a return on combined first-year
{nvestment of 89%. This wituness believes the assumptions leading
to the above-computed returns are reasonable and that the proposed
resale schedule does in effect provide a viable business opportunity
for resellers. Were the wholesale rates submitted the last day of
hearing used, the incremental income statement study would reflect
a 303% return on nonrecurring favestment, 193% return om service
investment, and 927 return omn combined fixst—year investmen:._ k
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According to this wituness, the true test of the viability of
resale, in what will surely be a highly competitive cellular
industry, will be the marketplace and that applicant’'s own
financial well-being {s highly dependent upon the combined
successes of the individual participan;s within tbe distribution
channel. ; : o |
In its brief, applicant notes that the Partnership
evaluated the following factors in developing its proposal to
provxde cellular service as a wholesale-only business:

Resale of cellular service {s to be
competitive;

Applicant's resellers will be
competitive with each other and
with nonwirelive carxiers;

The FCC has ordered no tariff
provisions restricting,resale,

This Commission's objective in
regulating future competitive
venturesg 15 to allow competition
to have the maximum impact on the
market competitors; and '

5. Between 5 and 20 parties expressed
interest in being resellers.

It is applicant's view that this Commisaion should not
{nvoive itself in the competitive market of cellular xesellers at
the retail level in keeping with its expressed deslre to:

", ..tailor [It§] regulatory activities to ensure that the public
receives the maximum possible benefit from the competition that
does exist." Re Pacific Telephone & Telegraph Co. (1978) 83
CPUC 428, 438. In further support of its position that the
Commission not regulate the retail portion of the cellular
service, applicant asserts that potential resellers may be
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discouraged from entering the resale business if they do mot
iudependently have the power to adjust their fetail,p:icetimmediately“
to reflect the cost improvements, competitive enhancements,
and other programs and approaches they. independently develop
and that such retail regulation could constitute & restriccion
on resale and shared use of cellular services prohibzted by
the FCC. |

Applicant £urther’argues that the viability, or
ability to exist, of any business is most substantially the
result of the skill and quality of the management of the
business over which the Commission has no conmtrol. Comsequently,
according to applicant, the Commission should not presume to
direct or redirect competitive retail market forces, but should
opt to permit the Partmership to provide wholesale-only sexrvice
on a provisional basis in order to evaluate the development of
the competitive reseller market. Applicant further asserts that
no informed observer believes that cellular resale will not be
other than incremental to other associated enterprises. of the
regellers who will be able to substanrially improve profics
above the indicated profit testified to by witness Steuernagel
at even lower prices to the end users. ‘

Applicant asserts that its original proposal positioned
the wholesale rates 5% to 77 below the proposed retail rates of
PMA, that the wholesale rates proffered subsequent to D.83-06-080
reflected discounts of from 117 to 147 from PMA rates, and that
the wholesale rates offered for Commission consideration in
response to the staff report presented wholesale rates dig-
counted from 17% to 21% below the proposed FMA retail rates.
Such discounrs would, according to applicant, certainly produce
an active reseller iudustry to. support the Partuership.‘
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According to the record, witness Steucrnagel presented
the sbove draft retail tariff for the consideration of the
Commission and is not recommending its adoption. As discussed
above, PMA believes retail rates should be set by the market-
place and mot be tariffed. As previously discussed, applicant
proposes that retail service be provided by the retail division
of PMA. .

| Witness Steuernagel also presented testimony on the
{mpact of cellular service omn other mobile sexrvices. According
to his testimony, there will be no significant impact ‘becauég
applicant has no plans to seek customers specifically from
existing mobile services and existing customers probably will
not switch to cellular service because: -

1. Couventional mobile units are
incompatible with cellular systems
wg.ich operate at different frequen-
cies;

It is incorwenient and expensive to
switch; ' ‘

There is not a significant price
digferential to encourage switching;
an .

It will be many years before |
cellular service coverage is as
'b:gad as for conventional mobile

Applicant also argues that those parties present at
the hearings who engage in IMIS in the Los Angeles SMSA were
{o the best position to provide evidence on the impact of
cellular service on IMIS. Applicant noted that none of these
parties, i.e. Pac Bell, ICS, and Allied, provided any witnesses
or any evidence of any impact on their investwments as a result
of the proposed rates of applicant. |
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Position of Staff

In its brief, staff notes that a viable resale plan‘
is a requirement imposed by the FCC for cellular service to
act as a cafeguard against the anticompetitive effect of a
separate wireline allocation of spectrum resources in each
cellular market, to further a secondary level of competition
within each cellular market, and to alleviate the "headstart"
problems by permitting the nomwireline entities to enter the
cellular market in a limited role before they have obtained a
license to provide such service.

According to staff, the indicated viability of the ‘
proposed resale plan presented by witness Steuernagel is
sugpect because the parameters used consisting of a 607 share
of the market and discounts for usages in excess of 200,000
minutes of peak and 20,000 minutes of off-peak air time and a
three-year contract are applicable to PMA and not to a typical
reseller. Consequently gtaff concurs with witness NeCastro's
view that a more realistic appraisal of the potential profit-
ability of a resale operator indicates a 2.57 to 57 pretax
return on sales rather than the 8% presented by witness
Steuernagel. Staff further argues that the above figures, based
on applicant's assumptions, are misleading in that they fail to
take into account all expenses a reseller will inmcur, such as
labor, utilities, office space, imsurance, and expenses asso-
ciated with carrying an ianventory of unused numbers. According
to staff, the proposed tariff appears aimed at ensuring that |
PMA does in fact become the dominant reseller through its Ability
to operate its retall operation at little or no profit by reason
of the profits earned through the wholesale operation.
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Furthermore, testimony presented by senior ut:ilities
engineer Willard A. Dodge, Jr. and financial examiner II Mark K.
Bumgardner supports the conclusion that the resale plan proposed
by applicant is not viable, Witness Dodge notes that, as
proposed by applicant, another organizational element of PMA
would engage in unregulated retailing and, absent an explicit
showing demonstrating that no undue advantage can accrue to DA,
staff recommends some form of retail tariff. Staff further objects to the
combination of blocks of 100 numbers and six months' minimm contracts_for .
access numbers with the requirement that "last connected is. the
first disconmected™ be used in computation of the access charges.-,
Because of these objectionable tariff features staff recommends
that rates and charges be initially authorized on a provis fonal
basis, for sowe period such as 18 months.

According to staff witness Bumgardmer, the above-
discussed discount provi.sions favoring the larger resellers, such
as PMA, could allow these large resellers to set the retall price
low enough to drive other resellers out of bus iness. Wit:ness
Bumgardner also noted that PMA has the ability to. subsidize its
resale operation from revenues generated in the Partnership's
wholesale operati.on and compares the Partnership profit margin
of 197 by year 2 with the maximum profit margin of 87 for the
' resale operation. He belfeves that 4f the risk assqciated with
the two businesses are equal, the return should be equal.

To determine the financial effect on & vonwireline .
carrier wishing to resell the Partnership's service prior"to its
entry into the cellular mrketplace, this witness developed- an
'income gtatement for a hypothe:ical reseller for year 1 and
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found that a reseller who does not sign a three-year contract
would lose $411,593 in the first year of operation. He believes
that such 2 loss is totally unacceptable on a short-term basis
and would discourage entry into the resale buginess.

He suggests that a possible golution to alleviate a
portion of this problem would be to initiate a service establish-
ment charge of $165 to cover the costs of adding_each.customer'
to the system consisting of $100 for advertising, $50 for sales
commission, and $15 to establish service. The resulting increase
in the service establishment charge from $50 to $165 per customer
would result in a year 1 net income of $416,507 for the above
hypothetical reseller. ‘

With respect to the retail operations of the prOposed
cellular system, it is staff's position that a Commission
decision not to regulate retall service would be clearly,contrary
to the public interest in that PMA presently enjoys a momopoly
position through its control over the single cellular carrier
in the Los Angeles avea and, therefore, has the ability to
subsidize low retail rates through its monopoly wholesale
revenues. Staff further maintains it is abundantly clear that
both the State Comstitution and PU Code grant the Commission the
authority to regulate not only the Partmnexship as set forth in
D.83-06-080, but also those engaged in the resale of cellular
service. Staff asserts that should this Commission relinquish
its regulatory authority over the provision of retail cellular
sexvice, there would be a possfbility of anticompetitive conduct
by. the members of the Partncrship which would be contrary to the
public in:erest.




A.83-01-12 ALJ/emk /ic

Staff notes that since there are presently no pending
reseller applications for CPC&Ns, the manner in which the
Commission should exercise regulatory authorities over indepehdent
resellers is not an issue in this proceeding and is a matter more
appropriately left to a subsequent decision. ,
Since the Partnership has dedicated its cellular system
to providing cellular phone service to the public, it is staff's
position that the Partnmership should provide both wholesale and
resale services. According to staff, the Partnership is
proposing to isolate itself from the ultimate consumer in all
cases except businesses'desiring-to purchase in bulk quantities
under the wholesale rate. Requiring the Partmership to provide
service at both the wholesale and retail levels would, according
to staff, help ensure the financial viability of the Partmership
and, also, remove any incentive on the part of PMA to misallocate
costs between wholesale and retail.
Staff believes that the revised tariffs, submitted on
the last day of hearing as an alternative to be counsidered by
the Comnission in the event it agreed with staff's criticism
of the original proposal, which included a reduction in whélesale
rates, the xremoval of the 100-block purchasing requirement, the
elimination of a six-montk minimum comtract, and the elimination
of the additional 47 discount when a three-year contract is
signed, are all desirable in that such revisions would reduce
the discriminatory provisions of the initial tariff which favored
the dominant reseller and thereby enhance the wholesale rates.
However, accoxrding to staff, there has been no showing that the
revised tariffs present a realistic business opportunity to
independent resellers. | | |
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Consequently staff recommends the Partnership be
given authority toc place the system in service to the public
on a wholesale-only basis under the terms and conditions
contained in the revised wholesale tariff until such a tiwe
as applicant presents a resale plan that will ensure a
competitive market for the resale of cellular service.

In respense to the Opening.briefs'of-applicant and
GTE Mobilnet advoeating.that the Partnership provide only
wholesale sexrvice with the retail service to be regulated by
the forces of supply and demand in the competitive marketplace,
staff argues that both applicant and GTE Mobilnet assume
existence of a competitive resale market and ignore the
structural differences between PMA as a retailer, with its
ability to misallocate costs between the wholesale operations
of the Partnership and its retail operacions, and other resellexs
who lack that opportunity. According to staff, applicant and
GTE Mobilnet use the existence of a competitive xesale market
as a basis for mot regulating resale when, in fact, with the
cellular telecommunications industry in its infancy, there is
no competitive secondary resale market. Furthermore, staff notes
that unlike independent resellers in the 1A SMSA PMA proposes
to contrel both the wholesale and retail segments of its cellular
business through service agreements between LACGSA and PMA.
Such an arrangemen: will permit the misallocation of costs to
wholesale service, thereby permitting PMA's retail service to
operate successfully at a low markup over the wholesale rates
and thereby place 1ndependent resellers at a competittve |
disadvantage.
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Position of ICS[MCI . .

Testimony on the viabllity of the prOposed resale plan -
was presented on behalf of ICS/MCI by the senior mavager of
budgets and financial analysis for MCI-Air, Joseph G. NeCastro.
Accoxding to his testimony, witness Steuernagel'éspreséntation
showing a pretax return on sales of 87 was overstated. This
witness supervised the preparation of a detailed.analysis‘which
showed a pretax return on sales of 2.5% for a reseller having
fewer than 1,000 subscribers and 57 for & reseller having more
than 1,000 subscribers. In addition, witness NeCastro took
issue with the proposed method of accounting for cancellatioms
which would force the reseller to "bundle access and uségef
charges to ensure the recovery of his prepaid amounts. As a
result, low usage customers must either pay for service they do
not use or they will make unnecessary cclls to meet their allot-
ment, Furthermore, according to the record, the required
"bundling"” of access and usage charges would effectively preclude
a reseller £rom competing for the busine s of customers who might
have roamer requirements. | ‘

This witness also performed an additlonal scudy entitled |
"Reseller Breakeven Analysis" (Exhibit 34, Attachment B). Most
of the assumptions, i.e. operating and marketing éxpenses and
the ratio of fixed and variable costs, were provided by applicant.
According to this study, a typical reseller having less than*l,OOO
subscribers would take from five to sé@en‘years to break even,
which the witness does not consider a,viabieﬂbusinessgopportuni;y.:-

l" ",
LN

i, |
‘.
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With respect to the tariff modifications presented
on the last day of hearing, ICS/MCI believes they should be
given little weight because applicant does not believe in them;
the financial consequences of the tariffs have not been explained,
justified, or subjected to adequate cross-examination; and the
effect of the decrease in met profit on the Partmership's
financial status has mot been examinmed. :

In its opening and reply briefs ICS/MCI argués that:

1. Financial experts testifying on behalf
of ICS/MCI and staff demonstrated the
inadequacy and nonviability of o
applicant's resale plan and, therefore,
the application should be denled.

The requiremenuts that resellexrs purchase
numbers in blocks of 100 under a six-
month contract with minimum usage
requirements create substauntial
financial risks for a potential
reseller. o .

The incremental’ income statement relied
upon by applicant 1is misleading because
it faliled to account for the cost of
money for investment, misapplied the
financial concept of "contribution",
and migcharacterized and improperly
calculated returmns.

The revenues of the hypothetical
reseller shown by applicant are
grobably inflated because they are

ased on assumed customer usage of
400 minutes per month even though
applicant assumes & new customer will
use service 290 minutes a month,

Since PMA 1s involved in both wholesale
and retail services, it has the ability
to resell sexvice at little orx mo
margin and still earn a profit.
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Applicant's assertion that resellers
will have the flexibility to set their
own prices is belied by applicant’s
admission that the retail levels are
set at those levels which its market
research shows customers are willing
to pay, thus establishing a ceiling
while the inadequate profit margins
are establighing a floor.

Applicant's alternate tariffs submitted
on the last day of hearing should be
disregarded.

Staff, ICS/MCI, and Allied all conclude
that the proposed resale plan is not
viable and does not afford independent
entities any reasonable business
opportunity.

An essential consideration is whether

. or not individual businesses can
survive in light of the economics of
the industry and, as demonstrated by
witnesses NeCastro, Bumgardner, Harris,
and Cook, this is far from certain,
and even doubtful, for a mondominant
reseller under applicant’s plan.

PMA will set both the wholesale and
retail prices for service and resellers
will thus have no control over the
cost of providing cellular service.

Applicant's defense of its position
assumes that resellers will offer
cellular service as an adjunct to

other business and, therefore, need
consider only incremental costs;

and, further, that resellers will be
able to differentiate their services

and offer various packaged arrangements.
These assumptions were not substantiated
on the record. ' ‘
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12. There is no justification for pursuing
a resale business in connection with
the sale of cellular CPE unless the
resale business will provide reasonable
returns.

Position of Allied

It 1is Allied s position that applicant has presented
three nonviable resale plans, {.e. the first plan was presented
with the application and consisted of both an "agent" aud a
"resale' program, the second plan was presented subsequent to
interim D.83-06-080 and provided a wholesale tariff only, and
the third plan was presented on the final day of hearing as a
response to a staff proposal rather tham an actual recommendation.

In its brief, Allied supported its position ‘by
summarizing the three plans and portions of the testimony of
applicant's witness Steuernagel, Allled's witness Cook, ICS/MCI's
witnesses NeCastro and Harris, and staff witness Bumgardner; |

Allied noted that under the first plan the total
revenue to the reseller, under applicant's assumptions, as
testified to by witness Cook, would range between 5.25% and
6.1% of gross revenues and was totally inadequate in 1£ght of
AMPS' FCC Exhibit K-2 indicating business development, billing,
and marketing expenses totaling between 15.87 and 327 of Tevenues
for the first three years of operationm.

With respect to the second plan, Allied asserts there
are numerous aspects of the proposal which make it a decidedly
unattractive business opportunity for an independent reseller. -
Included in these adverse aspects are the requirements that the
regseller prepay for both numbers and access time in blocked
minimum amounts, the provision of a discount rate of benefit
orly to the 1argest reseller, and the minimum six-month )
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commitment period with its last-number-acquired, firét-number—
disconnected provision. In addition, according to Allied, at
no time has applicant provided an analysis of the financfal
feasibility of its proposed resale program for a third-party
reseller who has no existing business against which to assess
the basic costs of rent, utilities, and salaries. Allied argues
that witness Steuernagel's analysis projecting a pre:éx profit
margin of 87 excludes most of the costs that a reseller must
incur and that witness NeCastro's pretax profits, using
applicant's assumptions, of between 2.5% and 57 are much
more realistic. Allied also notes that staff witness Bumgardner,
also using applicant's agsumptions, found that a- resellexr who does
vot sign a three-year contract would lose $411,593 in the f£irst
year of operation and that the agsumptions leading to the above
operation results do mot take into account the losses the |
reseller would incur for bad debt losses on the_wireline:pbrtions |
of calls within the CGSA, the losses inherent in the minimum
blocking of numbers and access line, or any of the ordinary
costs of an ongoing business. -
According to Allied, the third prOposal filed on the
£inal day of hearing presents a variety of new issues as follows:

1. The decrease in revenues from the revised
wholesale tariff greatly aggravates the
problem of funding the Los Angeles
cellular system;

2. Applicant's analysis of projected costs
still does not include fully allocated
costs, such as rents, utilities,
salaries, and insurance for a stand-
alone reseller; and

-49- -
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3. The hypothetical reseller's pro forma
statement showing a gross margin of
177 does not enable the reseller to
break even as indicated by applicant's
estimate of between 15.87 and 327%
needed for marketing, business develop-
ment, and billing costs alone for the
first three years and witness Cook's
testimony that marketing expenses
alone for a tygical startup cellular
operation can realistically projected
at 207 of revenues.

Auvother factor of great comcern to Allied is the impact
of the proposed cellular .system operations on either Pac Bell'
IMIS system or on existing radio common carriers (RCCs).
According to Allied, applicant bas falled to fully address
such an impact. ‘ '

Allied asserts that the importance of an analysis
of the impact of cellular systems on existing RIU operations
cannot be overemphagized as these existing systems are the only
independent competition to applicant duxing the c¢ritical head-
start period. Allied notes that the "traditional" mobile
telephone systems presently serve many thousands of subscribers
in the Los Angeles area as well as in the other major populated
parts of Califormia. According to Allied, existing moblle
telephone gystems have invested large sums in implementing
their systems and this Commission has an obligatiom to such
utilities and their subscribers to analyze the competitive
impact of the cellular system and to determine whether in
their entirety such proposals ‘constitute fair competition,
which is in the public interest, or contain’ unfair elemen:s R
the impact of which ought to be mitigated prior’ to*‘ull certif- ’
ication. Allied notes that’ the limited comparison proferred
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for the record compares rates which include charges for the
wireline portioo of calls within the CGSA with rates which do
not contain such charges1and that witness Steuernagel admitted
under cross-exanination that he could not sgtate whether the
existing RCC rates, when combined with the wireline portion of
calls within the CGSA, would be lower or higher than the retail
cellular rates on the record in this proceeding. Should it be.
found that the cellular rates, similarly compared, are less. than
the'existing‘mobile rates, Allied argues it is indisputablé_thpt
IMIS's subscriber base will be threatened by the proposed system.
Allied asserts that the competitive conmsequences of
granting a CPC&N must be considered by the Comnission. Allied
notes that the proposed dual distribution system, i.e. the
seller competes with its own buyers in the resale of products,
may contravene the restrictions of the antitrust laws. According
to Allied, in evaluating the legality of dual distribution
systems, courts and administrative agencies must determine
vhether the restrictions imposed by the system are horizontal,
i.e. placed by one competitor upon another, or vertical, i.e.
restraints imposed by a seller upon a buyer. Horizontal
restraints are illegal and vertical restraints are examinmed
under the "rule of reason" and may be found justified if {t can
be shown that they are based on sound economic considefations
and thereby regulate rather than destroy competition. Conse~
quently, under a dual distribution gystem agreements cam be
geverated which appear both horizontal and illegal or vertical
subject to conditional approval According_to Allied the
proposged resale program does mot present a viable. business
0pportunity and the independent reseller cannot hope to make
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a profit, or even cover costs as contrasted to the proposed
profitable operations of applicant's own retail agents. Allied
further asserts that under the proposal, applicant will hold
1007 of the wholesale cellular market during the head-start
period, and will be able to stymie the developmcnt of third-
party resellers in the Los Angeles market.
Pogition of GTE Mobilnet
GTE Mobilnet's position on the {nstant pfoceeding,wasy‘
presented in its briefs and addresses two issues: (1) whether
- resellers of cellular services should be required to coumply
with the full scope of traditiomal utility regulation that may
otherwise be applicable; and (2) the propriety and necesaity
of requiring a wholesaler of cellular services to sponsor a
retail tariff for providing cellular services to the ultimate
user of the service. .
According to GIE Mobilnet, the FCC regaxds resale as
an effective means of increasing competition and providing a
robust marketplace and, therefore, conditioned the awazdﬂof_
cellular radio licenses so that cellular carriers cannot prohibit
the resale of cellular services. GIE Mobilnet notes that
resellers of cellular mobile service are not natural monopolies,
do mot have the ability to control the availability of service
to their competitors or otherwise to restrict market entry,
and are not of sufficient size to effect economies of scale.
Consequently, regulation of such resellers is mot only unnecessaxy.
but because of the time and money necessary to prosecute an
application for CPC&N, such regulation might discourage pot:entiall
resellers from entering the market. In further support of its
position, GTE Mobilmet cites recent FCC action forbearing
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- from the application of traditional regulation to resellers

and nondominant providers of interstate communication services‘ :

in order to foster inmmovation and efficient development of the
telecommunications industry. GTE Mobilnet further argues that
a Commission decision to forebear from regulating resellers
would not only ensure the public the best service at reasonable
prices, but would also avoid the potential of unnecessary
conflict between federal and state policy.

GTE Mobilunet notes that the Partunership does mot
propose to offer cellular services at,the retail rate and
under such a proposal the ultimate retail customer will obtain
service from any one of a mumber of reseller emtities that will
have obtained blocks of numbers from the Partnefship. Should
the Commigsion assume jurisdiction over resellers, such
resellers would be required to disclose the rates they will
charge for their service. However, the presence or absence
of a retail tariff applicable to a wholesaler that does not
intend to offer retail service is, to GTE Mobilnet, irrelevant.
It is GIE Mobilnet's belilef that the consumer will be. best
served by resellers that are free to price their product
competitively and with flexibility to respond to market
conditions. GTE-Mobilnet further asserts that' the Commission
nas recognized that effective competition serves as a safeguard
for the consumer by preventing unreasonably high rates and
decreases the level of showing necessary to justify a particular
rate., GIE Mobilnet suggests that under the-abové-outlined
circumstances, should this Commission conclude that it is
required to exercise some jurisdiction over resellers of
cellular sexvices, it should limit its jurisdiction to: .

N
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1, Reg iring resellers to register with
this Commission, disclosing relevant
and necessary information.

2. Having resellers acknowledge they are
subject to Commission jurisdiction.

3. Requiring resellers to file and keep
current prices for cellular service.:-

Such a streamlining of the regulatory process would.permit resellers
to enter the market, . o |
Position of Dynatel | | L

Dynatel, a California communfcations corporation
serving the Pasadena and Los Angeles areas, is a reéentlyf
appointed registered agent of PMA. It submitted its brief in
Tesponse to the opening concurrent brief of staff. In January
1984 Dymnatel signed a contract with PMA which permitte§ it to
sell, install, and service cellular telephomes (such operations
do not require a contract with PMA) and representing PMA in the
consumer market as an official conduit between PMA's retail
outlet and the consumer, providing log-on services to the
consumer. Dynatel states that it has engaged'in'numeroué
preparatory activities in anticipation of its entry iato the
Los Angeles cellular radio market as an agent of PMA. It is
anticipated the start-up costs for such entry into the cellular
market will approximate $350,000. The expenditure of such fundg
is for increased staffiné; new administrative offices, extensive
advertising, and the scheduling of deliveries of cellular
telephone equipment. _ Wil : o

Dynatel asserts that the following staceménz appearing
on page 22 of the staff brief does not accurately refiect.they )
relationship between the consuming public and the actugl'supplier
of the sexrvice, the Partnership: | | o
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"' [the Partnership/ intends to isolate
itself from those consumers by requiring
that they obtain service from some other

entity., Under the proposal, the onl
time the ultimate consumer whould £§¥£7

have the option of purchasing cellular
phone services directly from the carrier
is when a buisness [sic/ desires to
purchase in bulk quantities under the
tariff."" | ‘

According to Dynatel, under applicant's proposed
operations the Partnership will be no more isolated from the
consumer by using its retail division and the agency program
than the consumer will be isolated from the Partnership if it
purchases its cellular service from any reseller in the Los
Angeles market. It notes that PMA will purchase the numbers
£rom the Partnership and release them to Dynatel as needed, :
but &ll billings for the service will be by PMA and not Dynatel.
Other resellers will either have to develép agents or deal
directly with the consuming public. 1In either case, according
to Dynatel, the ultimate consumer deals indirectly with the
Partnership through a reseller the same as with'PMA's-propoéed
operations. | . o o
Finally,‘Dynatel asserts there is a great pentéup
demand for cellular service and were the Commission to‘accépt
staff's suggestion that Los Angeles cellular telephone service
be activated on a wholesale-only limited basis will cause untold
hardships upon Dynatel due to the activities it has already
engaged in to expand its business operations and the financial
comnitments it has made for its entry {nto the cellular*markgt;"

v
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Position of'Executtve o

Executive states that on or about October 1, 1983
it signed an authorized agency agreement with PMA for the purpose
of selling, as a nomexclusive authorized agent of PHA, cellular
radio service and to sell or lease, install, and provide service -
and maintenance of equipment necessary for such service for the
subscribers. The awicus curize brief was £iled in support of
the agency concept which will allow PMA to offer the aales and
service through authorized agents.

Executive asserts that given the fact that a great
demand for cellular service exists, the agency method of selling
and ‘serviciag the equipment and the system will provide an
advantage to the public. According to Executive, the appointed
agent is a local businessperson within the general community or
geographic area represented.' Consequently the custohers,will‘be
dealing with a local businessperson motivated to provide service
and more efficient response time. Furthermore, such am agent will
be able to provide information and products which are wore
pertinent and consistent with local needs and tailor his, service
to meet those needs. In its brief, Executtve,detailed,its |
marketing and development efforts to date and concludes}by
requesting that this Commission recognize the public need which
exists for the cellular System and che'importance and viability

of the use of’ sales agents for the purpose of serving the publicv
with this product , ' |
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Discussion

Witk the myriad assertions relating to a viable
:resale'plan before us it is easy to overlook the basic concept
leading to the imposition of such a plan by the FCC. Simply
stated, a viable resale plan is required to foster competition
and mitigate any adverse effects of the early en:zy into the
cellular marketplace of a wireline carrier in advance of a
nonwireline carrier by providing a means whereby a'nonwirﬁline
carrier may enter the cellular marketplace as a bona fide
competitor in a limited role before it has obtained a license
to provide such service. . It is axiomatic that such an 6bjecttve
can be achieved only if the resale sexvice opportunity provided
by the cellular entity does in fact constitute a viable business
opportunity for such a nonwireline carrler. As prcviously
discussed, staff, ICS/MCI, and Allied are in complete agreement
that the resale plans proposed by applicant do not provxde
a potential nonwireline reseller an opportunity to enter the
cellular marketplace as a bona fide competitor.. :

The resale of cellular service is a complex, many-
faceted matter. Among the component parts of such resale
service requirxng resolution are:

1. The certification requirements for
the reseller.

The provision of both wholesale and
retail services by certificated
cellular carriers. .

The full costs of providing wholesale
sexvice.

Rate design for wholesale and retail
rates.
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5. The impact of cellalar service on
IMISs. -

6. The role of PMA agents.‘

The FCC intends, and this Commission concurs, that a
viable resale plan will perm;t a nonwireline carrier to enter
the cellular marke *place in a limited role prior to obtaininq
the necessary regulatory'approval to provide such service on its
o, Such nonwireline carriers are gmnerally certzfmeated
util;t;es._ Furthermore, in accordance with the prov;sxons of
PU Code Sections 216(b) 233, and 234, resellers are publ;c ut;litxes
subject to this Commission's jurmsdzctlon. ‘

Section 233 defines telephone lzne to ;nclude "...all
condu;ts duets, pole., wires, cables, instruments, and appl;ances...
owﬁed controlled, operated, or managed in connection wzth or to ‘
facilitate comnunication byotelepﬁone..." Section 2°4 def;nes a .
telephone corporation as ;nclud;ng "every corporatxoo or person ,
owning, controllzng, operating, ox manag;ng any telephone 1ine for
compensation within this State..." Section 216(d) states- [P
Whenever any...telephone corporation...performs a servzce or
delivers a commodity to the publ:c or any portion thereof for
whick any compensat:on er payment whatsoevcr is received, such...
telephone corporatzon...zs a2 public utility subject. to. the jur;s- :
diction, control and regulatzon of the Comni s;on and the provisions
of th;s part... : ' ‘
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Under these circumstances, it therefore follows that
only certificated utilities should be permitted +o. act as
resellers. It will not be necessary, however, for’ presently
certificated utilities to obtain separate certification to
commence operations as a reseller. Rather, it only would be
necessary for such certificated utilities to expand their ﬁ
ex;stzng operations to include cellular sexvice by an approprzate
advice letter filing of the proposed cellular service tariffs.

In this respect, it should be noted that at the present time '
there are twe nonwzrelzne entities competing for FCC autho:iza—
tion to provide ‘cellular service to the LA SMSA With the
availability of a viable resale plan the unsuccessful candidate
can still enter the cellular marketplace as a reseller. It is.

not intended that the requ;rement that a reseller be a certifzcated
utllity preclude large organizations fronm purchaling cellular.
service in bulk blocks at the wholesale rate for their own use,

Nor is it intended that such a requirement Create obstacles that
will deter those presently or about to be engaged in the provision,
operation, and/or maintenance of CPE cellular equipment from
expanding their cellular involvement to encompass operatzons

as a reseller. Consequently,‘whzle we will still require prospect;ve
resellers to file an appl;catlon for a CPC&N under the Commission's
Rules of Practice and Procedure, we will exercise our. optlon to

grant such cextzf;cates on an ex parte bas;s to the maximnm extent.
posszble.
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.
A large portion of applicant's presentation and

argument subsequent to the issuance of D.83-06-080 addressed

the concept that the Partnership should provide cellular service
"in bulk" as a wholesale-only business. As previously discussed
in the parties' positions, it is proposed that PMA under contract
with LACGSA provide only wholesale service to—resellers including
PMA'B retail divigion. Applicant envisions the resellers as
unregulated entities which.will establish retail rates in
accordance with the marketplace. As stated, we. willﬂpermic'
neither unregulated resale of cellular service nor the operation
of the Partmership by contract between‘LACGSA and PMA. TFurther-
more, the record is quite clear that, at least until such time

as nonwireline carriers commence operation as cellulaz utilities,
the wireline carriers will dominate the retail market and
effectively establish price ceilings for the resale of cellular
service. Under these circumstances the only way we can effectively
exercise our jurisdiction §0 as to make certain of the proper
allocation of costs between wholesale and retail operations
necessary to ensure adequate retail sale maxrging to previde*a :
viable reseller business opportunity Ls to establish bo;h*reéail
and wholesale tariffs for the Partnmership. Our assumption of
Jurisdiction over both wholesale and retail operations of the
Partnership will sexrve a twofold purpose. First of all, the
tariffs we will authorize will provide sufficient returms on the
retail rates to provide a viable business opportunity for the |
reseller and thereby preclude the wireline carrier from pricing ‘
competitive nonwireline carrier resellers out of the market

and, secondly, will, as moted by staff, help ensure the financial,
viability of the Pnrtnership by retaining the profits wi:hin

the Partnership. ' ‘
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According to the testimony of applicant's witness
Steuermagel, the retail rates used for the varfous feas{bility
studies were based on what market research information indicated
would be an appropriate price to charge. The wholesale rates |
were then derived as a portion of the retail rates and compared
element by element, to make certain the component coscs were :
fully covered. The establishment of wholesale and retail rates
in this manner resulted in market-determined prices rather than
cost-determined prices.

In respounse to a8 staff request during cross-examination,
applicant’s witvess Jeff Chegsher provided a summary of the
access, usage, service establishment, and common cost elements
for wholesale service. This study showed a totsal directly
assigned usage cost of 33.7¢ per minute for peak period service
and 3.2¢ per minute for off-peak service. To this would be
added $37.31 per customer per month were the wholesale common
costs allocated 1007 to usage. The total directly assigned .
access costs were computed to be $9.24 per customer per month,
To this would be added 8.9¢ per minute were the wholesale common
costs allocated 1007 to the access costs. It should be noted
that the above wholesale costs include return on investment as
well as income taxes.

Incremental income statements for a hypothetical
reseller/customer were presented by applicant and ICS/MCI and
for a hypothetical reseller with 607 of the market by applicant
and staff., The retail operation expenses included in thesge |
studies consisted of the wholesale cost of the service provided,
billing'expense, bad debt expense, aund market;suPPOztaé- Also

5/ The billing expense, bad debt expense, and market expense
totaled $6.82 per customer per mon:h '
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shown on these studies were incremental nonrecﬁrringiinvestment .
costs per customer to the carrier consisting of $100 per customer
advertising, $50 per customer sales3commission; and $15 per
customer service establishment. These amounts were formulated
by applicant and adopted by staff and ICS/MCI for 1llustrative
purposes. The record indicates that such costs do mot cover
the full costs associated with the provision of retail cellular
service. Excluded are such essential expenses as. labor,
utilities, office space, and insurance. The incremental {ncome
statement submitted by witness Steuernagel indicated an 87
pretax return on sales for a hypothetical reseller purchasing
cellular service on applicant's proposed wholesale tariff.
This 87 return was based on the maximum avsilable discount,
i.e. more than 1,000 subscribers with a three-year contract, |
and on estimated usage of 320 minutes of peak time and 80 minutea
of off-peak time per month. - '
Testimony presented by ICS/MCI indicated a margin of
2.57% for a reseller having fewer than l,OOO subscribers using
service 200 minutes a month and 4.97% for a reseller.havingfmore
than 1,000 subscribers using service for 200 minutes a month.
For resellers with subscribers using service for 400 minutes a
month, ICS/MCI's testimony indicated a 3.17 return for less
than 1,000 subscribers and 5.07 return for more than 1,000
subscribers. The income statement for a hypothetical reseller
with 607 of the market presented by staff showed a first year
loss of $411 593 (negattve 4.6%) if the reseller does not sign
a three~year contract and thcreby receive a 4% discount
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According to witness Steuernagel, if the alternate
wholesale tariff were used for computing the cost of goods sold,
the same hypothetical reseller would earn a net income of
$420,160 or 4.657. Similarly, the use of the alternate whole~
sale tariff in computing the incremental income statement with
~ applicant's aSsumptions would yield a pretax return on sales
of 13.80%. Staff witness Bumgardner notes that applicant's
showing indicates a reseller's profit margin of 87 under the
best:possible‘cirtumstances,as.compared‘to a Partuershipprofit
margin of 197 by year 2 and asserts that if the risk associated
with the two businesses is equal, then the return should be
equal. In any event, it is quite clear that the profit margin
for the reseller as proposed by applicant is entirely inadequate
to constitute the viable resale plan required by the FCC and
this Commission.

At this point we will address the 8pec£fic tariffs to
be authorized by this order. The format of the wholesale rate
proffered for Commission consideration by applicant'on the lest’
day of hearing appears to be generally accepteble to the parties
to the proceeding and to conform to standard tariff comstruction
for this type of service. Consequently the format, If not the
level, of the wholesale tariff set forth in Exhibit 39 will be
adopted. Similarly the format of the retail rate set forth in
Exhibit 39 will be adoPted 74 Furthermore, the record uupports
the proffered retail level of rates on the basis of market survey
data indicating such a level will be accepteblm to. progpective
_customers. COnsequently we will adopt such a rate on an interim
basis. ’ '

6/ We will authorize the applicant to file tarszc conszstent with -
Appendix A, attached, on or after the effective date of this order.
The remaining tariff sheets, dealing with rules, forms, maps, and
the like should be prepared by the applicant in accordance with
General Oxder Series 96 (GO 96), and transmitted promptly by -
Advice lLetter to . the Commission staff for review. and fmlzng as
prescr;bed by GO 96. ‘

-52=
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Having established the retail rate, it 1s,necossary ’
to provide a wholesale rate at a low enough,ievel_to provide
sufficient margin to comstitute a viable business opportunity
and high enough to provide an adequate return for the Partner-
ship. , :
According to the record, a hypothetical reseller with
607 of the market who did not sign a three-year contract and
receive a 47 discount would have a first year pretax: profit
margin of a negative 4.56%. Modification of the original -
wholesale tariff as set forth by applicant on the last day of
bearing would increase the pretax profit margin for the first
year's operation to a positive 4.65%. This is still less than
the 87 pretax profit margin computed by applicant and espoused
by it as sufficient to constitute a viable business Opportunitj
for a reseller. A further decrease of 4.427 in the wholesale
rate would raise the pretax profit margin for this hypothetical
reseller to 8.30%. We will accept this as an adequate margin
to constitute a viable business opportunity for a reseller.
Table I sets forth an income statement for the first year's
operation for the hypothetical reseller with 607% of the market
at the original proposal the modified proposal and the adopted
rates., : \ ST
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Table I

YEAR 1 INCOME STATEMENT
Hypothetical Reseller with 607 of Market

Original Modified
~ M=% S
Retail Revenue: '

Access $2,106 $2,106

Usage - Peak 6,044 2044

Usage - Off Peak ‘ S 885,‘
Total .

Cost of Goods Sold:

Access &/

Usage - Peakb/ 5 1753

Usage - Off Peakec/ 841Z

Total: = 58;305”‘
rati: Expenses. L
°p§1111§§, o $ 193
Bad Debt .= , 45
Marketing Support ' 76
Total - $ 314

Incremental Nonrecurring ,
Investment Per Custcmer: k |
Advertising Costs = $ 720 |
Sales Commission: Costs 360 360 360 '
Service Estab. Costs ‘ 108 108 - 108

Less: - Service Bstab ‘Rev., (360) (360> (360
‘Total $ 828. $ 828  § 828

Net Income | $ (4612) $ 420 $ 7%0 .

Pretax Profit Margin . (4.56)% 4.657 8.307%
" (Red Figure) |

For original access, it was for under 1,000 and over 1,000
numbers. For medified and adopted, it was for over and
under 100 numbers.

Original minimum 200,000 minutes; others, 20,000 minutes.
Original mintmum 20, 000 minutes- others, 2,000 minutes.
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The following tabulation sets forth the return on

equity for the Partnership for the first three years of operation

at the original wholesale tariff, the modified wholesale tariff
and the adopted wholesale tariff:

Year 1 Year 2 Year 3
Equity Capital s21,735,ooo $32,415,000 $52,497,000
Return on Equity: . j . o
Original Tariff (c. 37)% 26.627 26.947%
Modified Tariff (2.03) 20.94 21.53"
Adopted Tariff ’ (3 31) 18.44 ‘ 19‘.‘19“"

' (Red Figure)

The adopted tariff returnson equity computations are
set forth in Table IX. It will be noted that by Year 2 the
return on equity will be 18,447, for the wholesale operations.
This return should be enhanced by the retail operations of the
Partnership. Such returns are somewhat higher than we normally
allow for a utility operation but are justified In this instance
by the preoperative and Year 1 negative returns. We will
monitor the operations of the Partnmership by requiring the
submittal for Commission review of a comprehensive results
of operation report, covering the £irst 12 months of operation,
to be submitted within 120 days from the completion of the
first 12 months of operation.

L)
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Table II

Los Angeles SMSA Limited Partnership
Cellular Service

PRO FORMA INCOME SHEET

Pre~- ’
operative Year 1 Year 2 = Year 3-
o (Thousand of Dollaxrs) | :
Total Revenue $ .0 $12,055  $37, 928‘ . $58,674 .
Expenses: - : L S
Administrative 5,228 5,625 6,141., 6,677
Billing Expense - 0 493 1,338 2 156‘,
Depreciation and o ' o
Amortization 0 1 474 3, 942 -6, 8151
Marketing 250 1, >206 1 296‘- 1, )315
Operations ' 511 1, 789‘ 5, 912, 10 311
Facilities 1,834 2 925, 7s 7256 10, .858
State & Local Taxes 0 245 1,542 2,567
Total Expenses 7,823 13,757 27,427'- 40,703
Income before Taxes \ R o
@ & mteresc (7,823)  (1,702) 10,501 = 17,971
Taxes on Income ' (4,021) (1,087) 4,266 6,981
~ Income before Interest (3,802) (615) 6,235 10,990
Interest during Con- ‘ N R
struction 2,430 0 0 0
~ Less Interest Exp. 913 104 257 918
Net Income (2,285) (719) 5,978{ 10,072
Equity Capital 18,771 21,735 32,415 52,497
Return on Equity (12.17) (3.31) - 18.44 19.19

(Red Figure)
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Ve appreéiate Allied's concerns relating to the impact
of the proposed cellular operations on either Pac Bell's IMIS
or on existing RCCs. We do mnot believe, however, that manylexist-
ing mobile radio customers will immediately abandon their present
systems and switch to cellular service. We say this not only
because of the high cost of switching systems and-relativeiy,
greater coverage of.the existing umits, but because there reully
is no great incentive for existing customers to shift their
service. The primary objection to the present mobile radio
operations is the overcrowding of the facilities. This condition
should be substantially mitigated by the new "IV" frequencies
authorized by the FCC. As a result of these new frequency
allocations, the number of mobile radio units should be more in
keeping with the capacity of the equipment of existing_RCCs and
the service should improve possibly to the point whexe existing
customers will have no incentive to switch to cellular service
at least for some time. Furthermore, many of the existing RCCs
will expand their current mobile radio operations to include |
cellular service and thereby maintain their economic. Vinbility;

In addition, by mandating the Partmership to provide
retail as well as wholesale service, we have largely mitigated/
Allied's concerns sbout the antitrust aspects of a dual distri-‘.
bution system. |

Under existing FCC regulations the caxrier furnishing
cellular service camnot furnish the termival equipment. Under
the assumption that the retail division of PMA would act in the
capacity of reseller, FMA bas apparently signed agency‘contracts
with various corporations who would sell, install, and maintain
the terminal cellular equipment. As previously 8taced e will
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certificate the Partnership with either LACGSA with a full and
adequate staff or PMA as the genmeral partver. In neither case
will the general partmer of the Partnership be able to provide
the termingl cellular equipment. Cousequently the existing.
agency contracts can remain in effect 1f PMA 1s the general.
partner or can be transferred to LACGSA should it remain as
the general partmer. In either case the status quo will be

malntained and neither Executive nor Dynatel will be injured
by our action in this matter.

VII - INTERCONNECTION ARRANGEMENTS
 Gemeral . - |
The proposed cellular system will intercommect with the
 public switched telecommunications network (metwork) via inter-
connecting facilities called central office commecting circuits.
The connections between the Mobile Telephome Switching Office
(MTSO) and the cell sites are via four-wire voice grade chanmnels,
called radio landlines, provided by the telephonme company. One
such radio landline is required for each cell site chammnel. 1In
addition, two full duplex voice grade data chamuels are required
between the MISO and each cell site to carxy cell site status ‘
and control informatiom. It is proposed that the Los Angeles
wireline cellular system will be interconnected with the network
via six electronic switching (zome) offices located at Sherman
Osks, South Pasadena, Los Angeles-Angelus, Los Angeles-Plymouth,
Riverside-Arlington, and Orange. These six zone officea”hav¢
telephone numbers associated with the three numbering plan areas
(NPA) in the Los Angeles area, i.e. 213, 714, and 818. Under the 
above arrangement the MISO will be connected to a Class 5 office.'f
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Position of Applicant

Testimony was presented on behalf of applicant by the
director of engineering for PMA and the chief executive officer
of LACGSA, Gloria Everett. According to her testimony, the above-
described interconmmection arrangement permits least cost routing -
by routing the call to the zone office that is closest to the
terminating number. If all circuits are busy high usage routing
s available and if these facilities are loaded the call is .
automatically overflowed and routed to the second’zone‘office

in that NPA so that there is another opportunity co complete
the call.

This witness further testified‘that another advantage
of the proposed system is that a customer can select telephone
numbers in any onme of the three NPAs and thereby ninimize the
cost for that customer from the landline to his mobile unit.
Another advantage of the proposed intercomnection system tegtified
to by this witness was minimizing the multimessage unit charges
to PMA by causing the call to go to the zone office closest to
the terminating user. ‘

Applicant notes in its brief chat there is noching in
its request for its interconnections that is in any way binding
on any other carrier. Such interconmnections are, according to
applicant, a subject of negotiation between the involved cellular
service carriers and wireline carriers. -

During the hearing om this matter, accoxrding to :he
record, there was a comnection and traffic interchange agreementl
in effect between The Pacific Telephone and Telegraph Compeny
and AMPS, This contract was entered into as an expedience 80
that facilities for the cellular system could be immediately.
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installed. It was contemplated that the contract would generally .
be superseded by a tariff. The contract was patterned after
agreements generally used with radio common carriers. The
connection and traffic interchange agreement between Genmeral
Telephone Company of California (General) and AM?S, however,
related specifically to cellular service. ' :

Position of Pac Bell ,

Pac Bell asserts that the evidence submitted shows it
will provide intercomnection facilities under tariff for
applicant and for any other authorized cellular carrier.
According to Pac Bell, the evidence presented established that
Pac Bell is providing intercommecting facilities to applicant
under a connection and traffic interchange agreement, butnthat
the majority of items covered in that agreement zre tariffed
items provided at tariffed rates. A few of the items are nmot
under tariff but are provided under the same terms and conditions
that they are provided to other RIUs in California.

Pac Bell notes that among the items covered in
Attachment II to the connection and traffic interchange agreement
are mew 2000 series channels, recently approved by this Commission
when submitted under Advice Letter 14652, which were designed by
Pac Bell to meet applicant's requirements. The type 2021 chanmel
is for use between the MISO and a cell site and the type 2025

channel is for use between the MISO and the utility central «
office.

Pac Bell notes that its witness Nbrmingtoﬁ testified
that Pac Bell has not precluded any method of servicing other
cellular carriers and would discuss with radio carriers the
possible connection arrangements to be imcluded in its new
comprehensive tariff to be filed in early_19$4. -
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Position of Staff .

Staff position on the interconnection df facilities
was included in the testimony of its witness Dodge. He stated
that the Pac Bell interconnection agreement needed
revision to reflect operation of a cellular system rather than
an Iinterconnection with a noncellular RTU, and recommended
that the agreement be redrafted in its entirety and resubmitted
to staff for review. A new interconnectibn.agreemeﬁt was
subsequently submitted and, upon review, staff has found it
to be satisfactory. o :

With respect to the General agreement, this witness
stated that some supplementary information is required to-
explain the basis of the rates and charges imposed by General.
He further testified‘that interconnection agreements_appéar to
him to be subject to PU Code Section\?GGZ! vhen two California-
certificated carriers are the parties, and no model agreements

7/ PU Code Section 766 states:

"766. Whenever the commission, after a heari
finds that a physical connection can reasonably
be made between the lines of two or more tele-
phone corporations or two or more telegraph
corporations whose lines can be made to form a
continuous line of communication, by the con-
struction and maintenance of suitable connections
for the transfer of messages or conversatioms,
and that public convenience and necessity will
be sexved thereby, or finds that two or more
telegraph or telephone corporations have failed
to establish joint rates, tolls, or charges for
service by or over their lines, and that joint
rates, tolls, or charges ought to be established,

- the commission may, by its order, require that
such connection be made on the payment of such
compensation, if any, as it finds to be just and

(Contimued)
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proposed by other bodies are necessarily effective in the.present
regulatory enviromment. It is staff's view that the Commission's
authority under PU Code Section 766 is the mechanism for assuring
the required equivalence of intercomnection provided to
"wireline" and "nouwireline” cellular carriers in a given area.

| This witness further noted that the Cohmtssion‘prefers
tariffs as opposed to contracts for the great majofity-of
applications and, comsequently, the majority of the Uniform
Sexvice Order Code items in the Pacific intercommection agreement should
be tariffed 1f it is at all reasonable to do so.

7/ (Continued) .

reasonable, except where the purpose of the
connection is primarily to secure the trans-
mission of local messages oxr conversations
between points within the same city, or city
and county. The commission may, by order,
require that conversations be transmitted and
messages transferred over such connection
under such xrules as it may establish, and may
prescribe through lines and joint rates, tolls,
and charges. If such telephone or telegraph
corporations do not agree upon the division
between them of the cost of such physical
connection or connections or the division of
such joint rates, tolls, or charges established
bgéthe commission over such through lines,

the commission may after furtber hearing,
esgabl}sh such division by supplemental
order."
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Position of ICS/MCI

D. W. Ackerman, vice president-planning and business
development for MCI Air, testifying on behalf of ICS/MCI,
stated bis belief that the MISO should be interconnected with
the landline network as a Class 5 or end office rather than ,
to a Class 5 office. He noted that a cellular telephone service
will be an exchange telephone service which may serve as many
or more customers than do many local telephone exchanges and
telephone companies. Accoxding to this witnéss's‘testimony,
a cellular system can perform all of the necessaéy functions
normally associated with a Class 5 office including billing,
switching, connecting to subscribers, and‘routingfof calls,
By connecting a cellular MISO into the network as a Class 5
office, it would interconnect to Class 4 (or higher) Toll
Centers for access to the intercity network and connect with
other Class 5 central officcs, both landline and mobile,
local tandem offices. :

Anong the advantages of 1nterconnecting a cellular
MISO as a Class 5 office, cited by this witvess, are that a
cellular carrier would be able to design its interconnection
to the local tetwork on the basis of actual traffic patterns;
trunk requirements would be predicated on usage and networking
arrangements through local-tandem or other end offices, and
would be based on actual usage patterns. By contrast, acéording
to the testimony, where a MISO is commected to a Clasg 5 office
routing of traffic ic dependent upon the ne:working configura-
tions determined solely by the local telephone company. As a
result, all cellular traffic is routed first through the
Class 5 office connecced to the MESO and routing and trunking
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efficiencies are not maximized. Furthermore, such an
interconnection arrangement would require the Class 5 switch to
perform a second and unnecessary switching fumction for each
call. In addition, the loss of some interoffice circuits does
not result in a total cellular system shutdown since altermative
communication paths are available through connmections to other
Class 5 or tandem offices.

In addition, according to the record, by assigning
Central Office Codes (known as NXX) to the MTSOs in the same
manner &s end offices a flexible numbering plan can be developed
and implemented by cellular system operators wbich will provide
for ease of operation, the proper routing of inward calls,
advanced number assigmments, improved administration of billing
gsystewms, improved roamer identification of the home MISO, and
ease of implementation of automatic station identification into
the mobile equipment itself. '

The deep concern of ICS/MCI is that a nonwireline
carrier may be precluded or frustrated in its efforts to obtain
the type of interconmection arrangements it requires to provide
its own competing cellular service. The basis for this concern
is that interconmection can only be obtained through the‘lo¢41
telephone companies and Pac Bell is controlled by Pac Tel which
also controls PMA, i.e. the noowireline carrier must obtain
interconnection from the same corporate family that both controls
the competing cellular system and also exercises bottleneck
control over the essential facilities required by the nonwireline_
carrier._ ' :
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ICS/MCI argues that while Pac Bell hag filed one
advice letter and contemplates the filing of tariffs,that would
encompass cellular intercomnection, it has apparently not
considered the nature of end office interxcommection requiremerts
and did not indicate that its tariff would include such arrapge~ .
ments. Pac Bell's apparent reluctance to fully address the 1ssue
affords the nomwirelime carriers little assurance that its
interests will be fully advanced. '

Discussion | |

One of the basic parameters of utility operations is
that it provides the specific type of service requested by its
customers to the maximum extent possible. The record is quite
clear that the intercomnection service to be pzovidéd'applicanc
by Pac Bell and/or General is precisely what applicant desires.
Applicant's chief engiuneer testified at length on the advantages
she perceived with the interconnection arrangements established
for the Los Angeles cellular system. We are satisfied that the
interconnection arrangements are well designed for the proposed
cellular operations. Testimony presentedvby\ICS/MCIfinchates
its preference for alternate arrangements whereby the MTSO will
be connected as a Class 5 or end office rather than to a Class 5
office. Such an arrangement for ICS/MCI is a matter for
consideration at the certification hearings for ICS/MCI when
and 1f they come to fruition. ICS/MCI can rest assured that

our acquiescence in applicant g proposed interconnection
arrangements in this case will not in any way mandate similar
arrangementsfor other cellular carriers.
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VIII - DIRECTORY LISTINGS AND
OPERATOR ASSISTANCE

Position of PMA ”

According to the testimony of PMA witness Everett, |
the availability of directory assistance will be the same for |
the mobile user as for the landline user. The mobile user will
dial 411 for directory assistance in his home NPA and 1-NPA-555-
1212 for directory assistance in his chosen NPA. When a mobile
user originates an operator-agssisted call, the operator will
handle the call similarly to a call oxiginated f£xrom a coinless
public phone. The mobile user will meed a telephone company
credit card number, a third-party billing number, or & terminating
party willing to accept a collect call in order to complete the
call. Under the proposed arrangements it will not be possible
for a mobile unit to accept an incoming collect call.

In addition, sent-paid operator-assisted calls, i.e.
placing a call through an operator from a mobile unit and asking
the operator to bill the mobile unit telephone number, are not
permitted. According to the record, AMPS has made arrangements
with the wireline companies to provide mobile direetory 1istings.
Directoxry listings will be provided in the wireline telephone
company's directory for an additiomal charge to end users upon
request, However, because the mobile end uger is charged for
air time on all calls, AMPS expects a low percentage of its
end users to have thelr numbers listed.

Positfon of Staff

~ Staff delleves applicant has made an adequate showing
with respect to directory listings. It recommended that since
it 1s pogsible for a subscriber with recycled numbers to receive
wrong mumber calls resulting from outdated directory 1istings, a
tariff provision be included providing fbr the reversal of such
wrong punber charges. : '
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Discuésion

assistance will be the same for the mobile user ag for the
landline user and, therefore, satisfactory. Furthermbre,*the
contemplated procedures for operator-assisted ¢allsvappear'to
be entirely reasonable. Staff suggestion that a tariff .
provision providing for the cancellation of w:oﬁg:number‘calls7

resulting from outdated directory listings appeaxs reasonable
and will be adopted. : - ‘ |

IX - CELLULAR EQUIPMENT
Position of PMA |

Finding 30 of D.83-06-080 states:

"30. Applicant should be required to present
the actual costs, terms and conditions, and
timing of the cellular equipment purchases
and, further, should show the equipment
procurement has been handled on an expedi-
tious basis to best use the advantages of
predivestiture funding.” (Mimeo. p. 39.)

In response to this finding, PMA witness Everett
presented a copy of the genmeral sales agreement between Western
Electric and AMPS. Such agreement, together with accoupanying
testimony, detailed costs, terms and conditions, and timing of
the cellular equipment purchases. The testimony also indicated
that in the predivestiture period, AT&T will have paid approxi-
mately 827 of the Western Electric costs and 837 of the $19
million total cost for the Los Angeles Partnership‘syStemgv

. The record is clear that the availabilicy of direétdryA
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Position of Staff | .

Staff believes that applicant hag made an adequate
showing with respect to detailing the costs,‘terms and’coﬁditions,
and timing of cellular equipment purchases and that it has taken
adequate advantage of the predivestiture funding available from - .
AT&T for purposes of acquiring equipment.

Discussion

It appears that applicant has adequately complied
with the requirements set forth in the above-quoted Finding,BO
of D.83-06-080.

X = ROAMER PHONES

General

A roamer is & user of a cellular mobile service in an
area other than his home service area. The FCC generally
encourages cellular operators to accommodate roamers.

Position of PMA | ,

The details of serving roamers were entered into the
record during cross-examination of PMA's witness Everett.
Accordingvtopthis testimony, it would first bDe necegsary to
have an agreement between the Los Angeles system and the home
system of the roamer. Under the proposed operations, when a
roamer comes into the Los Angeles system he would be given a
10-digit telephone number. The landline users in the roamer' 8
home system would call that 10-digit number to access the MTSO
in the Los Angeles system. The Los Angeles MTSO would check to
see 1f the NPA/NNX code is acceptable and, if so, the originating
caller from the roamer's home system will get a second dial tone
and will then dial the roamer's mobile home system number usingi
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a touch-tone telephone and the call will complete. For the
roamer to place a call in the Los Angeles system it 1s only
necessary for him to give his NPA/NNX number, agssuming he 1s
not & fraudulent user, to place & call.
Position of ICS/MCI |

ICS/MCL's witness Ackerman touched on roamer service '
in his testimony stating that the automatic routing of calls
involving roamers and the quality of service received by them

will be of a higher quality if the MISO operates as a Class 5.

office in the metworking hierarchy.

Discussion ‘
The above-described provision of cellular service to

roamers appears to be reasonmable. As previously stated,

agreements between the Los Angeles system and the home. system

of the roamers will be necessary. It appears reasonable to

assume that such agreements will be forthcoming as the need
arises. ‘

XI - FINDINGS AND CONCLUSIONS

Findings of Fact

1. Since the issuance of interim D.83-06-080 on this
watter the divestiture of AT&T and its subsidiaries has been
‘completed as follows: the Pacific Region Holdfing Company is now
koown as Pacific Telesis; the Pacific Region Cellular Company, a
wholly owned subsidiary of Pacific Telesis, 1s now known as
Pac Tel Mobile Access; The Pacific Telephone and Telegraph
Company 1s now Pacific Bell, a wholly owned subsidiary of
Pacific Telesis; and AMPS, as the general and a limited partner
of the Partmership, has been replaced by Los Angeles CGSA,
wholly owped subsidiary of Pac Tel. Mobile Access.
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2. The source of funds for the construction of the cellular -
system is 65% from AT&T prior to Jamuary 1, 1984 and from Pac Tel
subsequent to January 1, 1984, 207, £rom GTE Mobilmet, 10% from
Continental, and 5% from US Cellular. In the event that one or
more of the limited partners declines to participate in the
funding of the project, the remaining limited partners may
elect to advance the required moneys in proportion to their
relative limited partnership shares.

3. As of January 1, 1984 AT&T will have paid approximately
827 of Western Electric costs and 837 of the $19.1 million total
cost of the system.

4. The relatively small amount of funding required from
Pac Tel as compared to its assets of in excess of $16 billion
asgsures the overall financ lal integrity of the proposed cellular

system. |

. 5. Since fmd.mg is advanced when or ‘before the facilities
are installed, the cellular system will be completely funded at
the time it becomes operational, ,

6. When we issued D.83-06-080 we did not contemplate the
proposed LACGSA table of orgamization comsisting of three PMA
employees acting as the corporate officers, no specifically
assigned personnel, and all of LACGSA's operations being perfomed
by PMA under comtract.

7. PMA as the general partmer in the Partnershipr would
fully satisfy the FCC separation requirements .

8. LACGSA as a fully staffed, viable, and self-sustaining
entity acting as the general partuer in the Partnership would
fully satisfy the FCC separation requirements. h
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9. With PMA operating tle cellular system under contract
with LACGSA as proposed by applicant, the objectives of the FCC
separations requirements would not be fully met.

10. There is no evidence in the record indicating either
the existence or magnitude of economies resulting from the
centralization and the accumulation of relevant experience &t
a core location as asserted by applicant.

11. A good audit trail and documentation of the allocation
procedures of the revenues, expenses, and costs assigned to the
Partnership will permit the determination of the approprilateness

of costs and expenses and ensure that cross-subsidization and/or
misallocations do mot occur, |

12. The FCC has asserted féderal primary juxisdiction with“
respect to technical standards, public need, and the competittve“
market and has reserved to the states' jur:f.sd:f.cti.on the cha:ges, '
classifications, practices, services, facilities, and/or
regulations for services by licemsed carriers.

13. A viable resale plan is required to foster competition
and mitigate any adverse effects of the early entry into the |
cellular marketplace of & wireline carrier in advance of a
nonwireline carrier by providing a means of early entxry {nto
the cellular marketplace for the nonwireline carrier.

14. The resale plan/plans proposed by applicant do not
provide a potential nonwireline reseller an opportunity to enter
the cellular marketplace as a bona £ide competitor.

15. Resellers should be certificated utilities subject to
this Commission's Jurisdiction.

| 16. At least until such time as nomwireline carriers
commence operation as cellular utilities, the wireline carriers
will dominate the reteil market and effectively establish price
ceilings for the resale of cellular service.
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17. The Partnership should provide retail aervice as. well
as wholesale sexrvice. '

18. - The retail rates forming the basis for spplicant's
feasibility studies and set forth in Exhibit 39 are based on _
what market research information indicated would be an appropriate ‘.
price to charge rather than on cost.

19. The retail rates set forth in applicant's Exhibit 39
should be adopted on an interim basis.

20. The year 1 pretax profit margin for a hypothetical
reseller with 607 of the market would be a negative 4.567 under
applicant's original proposal, 4.65% under applicant's modified
tariff, and 8.307 under the adopted rates.

21. The adopted wholesale rates should provide the
Partnership’s year 2 wholesale operations a return on equity of
approximately 18.447 which is reasomable in light of the pre-
operative and year 1 negative returns.

22. Cellular service for the LA SMSA will not bave an
unreagonably adverse effect on the operations of existing RIUs
on Pac Bell's IMIS operatioms.

23. The operations of the Partrership as certificated”by
this order sbould not have an adverse effect on agents engaged
in the sale, leasing, and maintenance of CPE cellular equipment.

24. The intercommection arrangements for the proposed
wireline cellular system are reasonable.

25. The intercomnection arrangements to be used for the
Partnexrship should not be considered as mandating similar
arrangenments for other cellular carriers.

26. The availability of directory assistance will be the
same for the mobile user as for the landline user.
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27. Applicant’s contemplated procedures for operator-
assisted calls appear reasonable.

28. There should be a tariff provision. providing for the
cancellation of wrong number calls resulting from outdated
directory listings.,‘_ : | '

29. Applicant’ 8 proposed provision of cellular service to
roamers is reasonable. :

30. Applicant should submit a comprehensive results of
operation report covering its first 12 complete nonths of
operation within 120 days of the end of the period covered

31. This decision should be issued on an interim bagis
to expedite the hearing process should the study discussed in
Finding 30 indicate a need to revise the authorized wholesale‘
and/or retail rates. !
Conclusions of Law

1. Because the amount of funding required for the LA SMSA
cellular system as proposed by applicant is small in relation
to Pac Tel's total assets, it is unlikely the project will not
be adequately funded.

2. This Commission has jurisdiction to require cellular
operators to provide this service through a separate subsidiary
subject to whatever reasonable restrictions we deem appropriate.

3. This State's Constitution and PU Code provide that .

this Commission bas jurisdiction over the operations of cellular
regsellers. ‘

4. 7This Commission should require the certificated
cellular carrier to provide both wholesale and retail services
80 as to ensure proper allocation of costs between wholesale
and retaill operations, to prevent anticompetitive”practices;
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and to emsure a rate differential between retail and resale rates
that will provide a reseller a bona fide opportunity to compete
in the cellular marketplace.

5. The wholesale and retail tariffs set £orth in
Appendix A should be adopted om an interim basis.

6. It is the responsibility of a public utility to
provide the specific type of service requested by its customers
to the maximum extent possible.

7. Applicant has complied with the requirements set forth
in Finding 30 of D.83-06-080.

8. A CPC&N sghould be granted to the Partnership to become
operative when LACGSA becomes fully staffed and self-sufficient
or is replaced as the 9enerol and a limited partner in'the-
Partnexchip by PMA. .

9. The tariffs set forth in Appendix A should be effect;ve‘
until such a time as review of the Partnership's operations
indicate the necessity of changes.

10. Because of the immediate need for the service the
order ghould become effective today and operative as soon as
the conditions set forth in Conclusion of Law 8 are satisfied..

The certificate hereinafter granted is subject to the

provision of law that the Commission shall have no power to
authorize the capitalization of this certificate of public
convenience and necessity or the right to own, operate, or
enjoy such certificate of public convenience and necessity in
excess of the amount (exclusive of any tax or amnual charge)
actually paid to the State as the consideration for the issuance
of such certificate of public convenience and necessity or right.
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SECOND INTERIM ORDER

~ IT IS ORDERED that:

1. A certificate of public convenience and necessity is
granted to the Los Angeles SMSA Limited Partunership. (Partnershipy)
to counstruct and operate in public service a cellular radio
telecommunications system to serve the Los Angeles Cellular
Geographic Service Area consisting of a mobile telephone
switching office, 24 cell sites, and appurtenant facilities.

2. On or after the effective date of this order
Partnership is authorized to file tariff schedules including the rates,
charges and conditions set forth in Appendix A attached to this oxder.

This £iling shall comply with the General Order Ser:.es 96. The effective date
of the re\r.....,ed schedules shall be £ive days after fll:mg.

3. Partmership shall lmmediately notify the Commigsion
in writing when either Los Angeles CGSA, Imc. (LACGSA) becomes fully
staffed and entirely self-sufficient or when Pac Tel Mobile
Access replaces LACGSA as the general and a limited partner
of the Partnership.

4. Paxtnership shall immediately notify the Commission

in writ:ing of the date it commences providing cellular service
‘to the general public.
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5. Within 120 days after the first full 12 months of '
operation, Partnership shall submit to the Commission staff for consideration
a comprehensive results of operation report covering the
Partnership’'s first full 12 months of operations.

- This order is effective today.

Dated APR 41384 » 8¢ San Francisco, California.

LEONARD M. GRIMES, JR.
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AMPS or applicant

Partnership
CPC&N

PU Code

ALJ

D.

GIE Mobilnet
Staff
ICS/MCI

Allied
Pac Bell

Executive
Dynatel
AT&T
LACGSA
PRHC

Pac Tel
PMA |
MCI-Air
FCC

RIUs
Continental
US Cellular
LA SMSA
Finding
IMTS
Wésternlxlectric

Advanced Mobile Phone Service, Inc.
Los Angeles SMSA Limited Partnership

Cexrtificate of Public Convenience and
Necessity

Public Utilities Code
Adninistrative Law Judge
Decigion

GTE Mobilnet, Incoxrporated
Commission staff

ICS Communications Corporation and MCI
Communications Corporation

Allied Radiotelephone Utilities of
California

Pacific Bell (The Pacific Telephone and
Telegraph Company)

Executive Cellular Telephone Company
Dynatel Communications Corporation
American Telephone & Telegraph Company
Los Angeles CGSA, Imc.

Pacific Region Holding Company

Pacific Telesis

Pac Tel Mobile Access

MCI Airsignal, Inc.

Federal Communications Commission
Radiotelephone Utflities

‘Continental Mobilcom, Imc.

United States Cellular Corporation
Los Angeles SM3A

Findings of Fact

Improved Mobile Telephone Service
Western Electric Company, Inc.
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CPE (Mobile) Customer Premises Equipment

RCCs - Radio Common Carriers ,
network public switched telecommunications network (PSfN)
MISO Mobile Tel ephone Switching Office

zZone electronic switching offices

NPA numbering plan area ‘

General General Telephone Company of California
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APPENDIX A
Page 1

INTERIM RATES, CEARGES AND CONDITIONS FCR CELLULAR MOBIILE TELEPHONE SERVICE -

RATES AND CBARGES.

Timing of Calls

A. Chargeadble time for calls criginated by & mobile radio unit degins-
when a compection 1s establisbed to the Compeny facilities, and
exds when the mobile radio unit disconnects, regardless of whether
the call 1s completed. '

Chargeable time for calls received by & mobile radio undt begins
wvhen the ¢call is answered and ends when the mobile radio unit
discommects. = - B -

Usage on ‘eﬁch call 4is rounded up to the pext minute for dIlling
Purposes. ‘ :
When & connection is established in one rate period and ends in
ancther, the rate in effect for each period applies to the portion
of the compection occurring within each rate perioq..

Rate Periods for Usage

Applicadle rates -bre_'ba.s'cd on the time Of day and day of week a8
“follows: N ‘ ' _'

A. Peak Period |
() 7 ‘a.ﬁ:. to T p.m. = Monday through Friday.

(2) The peak period for the following holidays is charged at
olf=-penk period rates:

Nev Year's Day (January 1)

Washington's Birthday {third Mopday in
(Februaxry)

Independence Day (July &)

Labor Dey (first Monday in September)

Thenksgiving (fourth Thursday 4in November)

Christmas (December 25) :

B. 0Off-Peak Period

. T p.n. 0. T 8.1, = Monday through Friday asd all day on Seturday,
‘ Sunday and the ‘bolidays specified adove. \
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APPENDIX A
Page 2

INTERTM RATES, CHARGES AND CONDITIONS FOR CELLULAR MOBILE TELEPHONE SERVICE = |

RATES. AND CBARGES (cozt'd)
Retail Service Plan .

A. Serviee Charges
(1) Service Establishment

To proccsé an order for activation of
access number, per access mmber per

order , $50.00 . .
Change’ ' |
To add or remove optiopal features or

tenporarily suspend service per a

customer's request, or change in access
oumber affected per order $15.00 -

Access Charge ' , Per Month i

For éac‘hll’:g';_ce'ss number ' , : $us.oo |
Usa.g_e‘R;‘tc::sf:’ | o . PerMinute
(1) Peak Pertod ‘ s s
(2) Off-Peak Period T S
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APPENDIX A
Page 3

INTERIM RATES, CEARGES. AND CONDITIONS FOR CELLULAR MOEXLE TELEPHORE SERVICE

RATES AND CHARGES (cont'd)
Optiopal Features

A.

Detailed Billing
A supplement to the monthily bill listing

optional features, usage and toll for
each access number.

Paper copy, Dper print lipe, per request
Minimum charge per request

Call Restrictiohs

(1) Zocal KPA
No sext~paid calls may be completed
to points outside the local NPA, per
access pumber arranged
Bot Lipe
Qrigim.ting service mey de used only

to call one predetermined telephope
Duder, per access pumber arranged
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AFPPENDIX A
" Page %

INTERIM RATES, CEARGES AND CONDITIONS FOR CELLULAR MOBILE TELEPEONE SERVICE "

~ RATES AND CHARGES (cont'd)
thional Features (cont "c‘l')' 2

B. cal Restrictions (cmt'd) ‘

3) Incoming On:w
Yo outgoing ca.lls Day be

ceupleted, per’ mcces.s
number manged.

Outgoing Only
No in-comingﬁca.lls will de

accepted, per access number
arranged..

Speed CaJJ.ﬁxg‘

Allows se:.ec':.ion of up to eigh'a
nusbers for completing calls to
specified destination using
shortened code numbers,

per a.ccess m:mber a.rra.nged.
Dixectory L:Lsting

Each listing in o directory

REGULATIONS
Minimum Contracts Perdiod

The minimum contract period for each item provided is one
month unless stated elsewhere in this tariff.
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INTERIM RATES, CHARGES AND CONDITIONS FOR CELLULAR MOBILE TEIEPHONE °ERVIC'E
REGULATIONS (cont'd)

Rates for Fractional Periods’

The charges for a fractional pert of & month will be a proporticaste part
of the monthly. recurring charges based on the actual number of days the

service 4t provided. For the purpose of administering this regula.tion,
every menth is eon-idercd <o have 30 dws

Peyment of Charges

A. The customer is responsible for peyment of ¢harges for all gervices:
furnished including, but not limited to, all calls originated by
or completed to the customer's mobile radio wnit, as well as any -
other charges billed to the customer’s accesc number. Charges are
based on tariff rates and subject to regulations effective at the
time service is furaished. Billing for access and optional features
is monthly in advance of service. All other charges are dilled at
the end of the billing pericd. . ‘ o i

Adjustments for Taxes, Fees, Bte.

A. The regte schedules set forth in this tariff do not include any.
amounts resulting from taxes, fees, or exactions imposed by oxr for
any municipal corporation or other political subdivision or agency
of govermment against the Coapany, its property or its cperations,
excepting only taxes imposed gemerally on corporations.

The amounts resulting from such taxes, fees, or exactions imposed
against the Company, its property, or its operations, excepting
only texes imposed generally on corporaticns, sbell e billed to
its customers pro rata by the c°mpanar as appropria.te.

Othex Carrier Charges

The customer is responsidble to pay the Compeny for ell toll charges
resulting from the origination of modile calls €O points outside the
Cellulax Geogra.phic Service Ares, and other charges or calls dilled
to the customer’s access nmn'ber. These charges are in addition to
the cha:ge for usage. ' , : - :
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APPENDIX A
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INTERIM RATES, CHARGES AND CONDITYONS FOR CELLULAR MOBILE TELEPHONE SERVICE
KEGULATTONS (comt'é) v

]

LA

'réleghone Numbers .

At the sole .disqré'cion of the Carrier, telephone numbers of customers
who- discontinue sexrvice may be reassigned thirty days from date of
discontinuance of service.

Directory Assistance and Operator Services

A Directory assistance and operator-assisted calls will be provided by
the Jocal wireline telephone company as part of the services 1t Awniches
to the Company. The customer will be billed for air time or usage at
the appropriate rate vhen a ¢2ll Is placed from o mobile radio wnit to.
directory assistance or to an operator. R

Directory Listing

Directory usfings will be provided in the wireline telephone company's
directory for an additional charge to customers upon request.

Bulk and Wholesale Service Plan

Service Plan

A.. General

(1) This service allows for the purchase of access numbers and
usage on 2 monthly basis. A minfmum of 50 ‘access lines per
customer in use at any given time is required. This service
plan Is available bdoth for large individual users and also
for resellers. a e T
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INTERIM RATES, CHARGES AND CONDITIONS FOR CELLULAR MOBILE ZTRLEPEONE SERVICE

RATES AND CRARGES (Cont'd)

(2) Billing for access and usage is monthly 4n advance of service.
200 minutes of usage per access numder will be billed in
advance, with 80% billed at the peak rate and 204 at off-peak.
IL the customer’s actual usage charges for a month differ frem
the amount billed in advance the customer will de billed or
credited the difference, depending oz whether actual usage
charges are more or less than that dbilled in advance. The
customer will not be credited for usage that ic less than the
minimums of 1,000 minutes peak period znd 100 minutes off-peak
for each dlock of 10 access lines. ‘

A magnetic tape, at specifications determined by the Cempany,

can be provided monthly to each customer without charge. The

tape identifies detailed usage and toll messages for each

access number, and other charges or calls billed to the customer's
. access numbers. The custamer is responsidle for returning the

magnetic tapes to the Company. o

B. Service Charges
(1) Number Activation

To process an order for activation of an ' X
access mumber, per number, per order S $15.00

(2) Change

To add opticoal features or change an |
access number, pexr access number affected, :
per order S $10.00-
. Access Charge ' Per Month -

L) For each access number up to 100 numbers
(minimum initial order of 50, and .
subsequent orders in dlocks of 10 numbers) $34.01

(2) For each access numbder over 100 numbers o
(in blocks of 10 numbders) $32.26
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INTERTM RATES, CHARGES AND CONDITIONS FOR CELLULAR MOBTLE TELEPHONE SERV'ICE

RATES AND CHARGES (Cont'd)
D. Usage Rates '
(1) Peak Period

For usage up to and including 20,000 minutes
per moath (minimum of 1,000 minutes
per 10 number dlock per month is required)
For usage over 20,000 minutes per moath
0f2-Peak Period |
For usage up to and including 2,000 minutes
per month (minimum of 100 minutes per
10 number dlock per month is required)

For usage over 2,000 minutes

Optional Features
A. Detafled Blling
A supplement to- the monthly b4ll listing

opticnal features, usage and toll for each
access number.

Paper copy, pér request
Microtic&-, per‘:equcst-

call izenr:.ctiém : |

(1) Local Nea-
No senﬁ_-jaﬁ.d. calls may be completed to
points outside the local NPA, per access
mmbe:‘.', a.xfnnged. ;
Hot Line
Origiﬁh.ting service may be used ‘only to

call one predetermined telepbone numbder,
per access number arranged.




A.83-01-12 ALY/xn/jc

AYFENDIX A
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INTERIM RATES, CHARGES AND CONDITIONS FOR CELLULAR MOBILE TELEPHONE SERVICE

RATES AND CHARGES. (Cont"d)
(3) Incmi_ﬂ& Cnly

No outgoing calls may be completed,
per access number arranged.

(L) outgoing Omly

No in-coming calls will be accepted,
per access number arranged. -

Speed Ca.u.ing'

Allows selection .of up to eight numbers for
completing calls to specified destination
using shortened code numbers, per access
number arranged. '

Directory Listing

ﬁ&' lﬁ.sting 4n va.v-’ directery |

REGULATIONS '
Undertakinz of Resellers

By oblaining these services at the wholesale rates as set forth in this -
tariff, the custamer who intends to resell thege services to the public
agrees to be subject to the jurisdiction of the California Public
Utilities Commission over that resale. Service will be provided for
resale only to resellers holding a certificate of public convenience and
necessity from that Comission. ‘

Availability of Service

Subject tothe‘. teoms: and.conditions specified in this tariff, Cellular Radio
Telecommunications Service will be provided to any person, fim or . ‘
corporation who wants the service. ' T
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mmr»x RATES, CHARGES AND CONDITIORS FOR CELLULAR MOBILE TELEFHORE SERVICE

RECULATIORS (eont'd)

Minimm COntract. Period

The minlmum contract pericd Zor each item provided 13 ope wonth uwnless
stated elsewhcrc in this tariff. _

Termination of Service

A customer will provide 90 days advance notice in writing to the Company
prior to termination of service. The customer is responsidle for payment.
of outstanding charges for the pericd during which service vas rendered.
I ternmipation occuwrs prior to- 90 days of notification to the Company, ..
the customer will dbe reaponsible for the access charges for the remining-’
nmber of days. ‘

Qperatcr Assi stancé"

Operator a.aaista.ncc 15 provided by the local wirelive telephone cam'pe.r.v
Sent-paid operator-sssisted calls are not permitted. <Custower or ;
authorized users can dial O or O+ 'to place credit card, th‘.lrd ‘umber a.nd
collect calls,

Rates for Fractiosal Periods

The charges for a fractional part of a month will be a proportiopate

part of a monthly recurring charge based on the actual number of days

the service is provided. For the purpose of ad:ninister:.ng this regula.tion,
every month 1is considered to. have 30 deys.

Payment of Charges

The customer is responsible for payment of charges for all services
furnished including, but not limited to, all calls criginated by o
completed to tbe customer's mobile radio unit, as well as any other
charges Hilled to the customer's access number. Charges are based on
tariff rates and subject to regulations effective at the time service
is furnished. Billing for access, optiopal features, and usage 1s .
worthly 4in advance of service. All other charges are dilled at the end
of the billing period. ‘ : P R
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INYERTM RATES, CHARGES AND CONDITIONS FCR CELLULAR MOBILE TELEPHEONE SERVICE

REGULATIORS (cemt'd)

Adjustments for Taxes, Fees, Ete.

A. The rate schedules set Torth in this tariflf 4o not include any
apounts resulting from taxes, fees, or exactions iwposed by or
for any municipal corporation or other political subdivision or
agency of governwent against the Company, its property <r its’
operations, excepting only taxes imposed generally on corperations.

The amounts resulting Jrom such taxes, fees, or exactions imposed
against the Compeny, 1ts property, or its operations, excepting
only taxes imposed generally on corporations, shall de billed to
its customers pro rata by the Company as am:ro;riate.

Other Carrier Charges

The custower is responsidle to pay the Company for all toll cherges
resulting from the origination of mobile calls to poizts outside the
Cellular Geographic Service Area and other charges or calls dilled to
the custcmer’s access numbers. These charges are in addftion to the
charge for usage. R - ' K

Telq:hm mmbers

“r
Telephone mumbers of custcmers who discomtinue service may be rea.uigned
thirty days from date of discontinuance of_, service.

Directory Assistance and Operator Services

Directory assistance and operstor-asssisted calls will dbe provided by the
local wireline telephope company as pert of the services it furnishes

t0 the Company. The customer will de billed for air time or usage at the
appropriate rate vwhen a call 1s placed from a xnobile redio wnit to-
directery a.ssistance or to an opera.tou.'.

Directo:y Lis‘ting

Ds.recbory Listings will be provided in the wireline telephone company’s
Airectory for an additional charge to customers upon request.

(END OF AFPENDIX A)
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OE/CALIFORNIA

In the Matter of the Application )
of ADVANCED MOBILE PHONE SERVICE, )
INC. and the LOS ANGELES SMSA ;
LIMITED PARTNERSEIP for a certifi-
cate of public convenience and )
necessity under Section 1001 of ;
),
)

Application 83-01-12

the Public Utilities Code of the (Filed January 7, 1983)

State of California for authority
to provide a new Domestic Public”
Cellular. Radio Telecommunications
System to the public in the

greater Los Angeles Metropolitan
area. - - ;

(See Decision 83-06-080 for appearances.)

Additional Appearances

v 476.
Dinkelspiel, Doné;an & Reder, by Roni M. é&ﬁ%ghton, Attorney
at Law, for/Allied Telephone les, protestant.
Brobeck, Phleger & Harrison, by Robert N. Lowry
and Jeanne L. McJoynt, Attorneys at Law, for
Motoj71a Cellular Service, Inc., interested

‘ party/
Patrick/L. Gileau, Attorney at Law, for the
ommission staff. |




