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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE' STATE 'OF, CALIFORNIA :, 

In tbe Matter of the Application ) 
of ADVANCED MOBILE PHONE, SERVICE, ) 
INC. and the LOS ANGELES SMSA' ) 
LIMITED PARTNERSHIP for a eertifi- ) 
cate of public convenience ana ) 
neeessityunder Section: 1001 of ) 
the Public Utilities Code of the ) 
State of California for authority ) 
to provide a new Domestic Public ) 
Cellular Radio Telecommunications ) 
System eo the public in the ) 
greater Los Angeles Metropolitan' ) 
area.. ~ 

Ap'Plication 83-Cl-12 , 
(Filed January 7, 1983) 

(See Decision 83-06-080 fo-r. appearances.) 
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SECOND INTERIM OPINION 

DECISION SUMMARY 

This decision grants the requested CPC&N to the 
Pareneishi? to provide a cellular radio telecommunications system 
to the pu~lic in the greater Los Angeles Metropolitan area. It 
becomes effective when either P.MA replaces LACCSA a8 the general 
and a ltmitee partner in the Partnership or LACGSA is fully 
staffed so as to be a completely independent~ self-sufficient 
entity capable of operating the cellular system. 

The decision provides that the Partnership will provide . 
both retail and wholesale servi~esand establishes the appropriate 
tariffs 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 retail rates to provide a viable business, opportun!ty 
to prospective resellers but sufficiently high to'provide the, 
Partnership a Teasonable Teturn on equity for its wholesale 
operations. Because the cellular telecommunications industry 
is in its infancy and all economic feasibility stud1esare of 
necessity based on untested and unver1f1ecl 'projections. the 
decision requires tbe Partnership- to submit a comprehensive 
results of ope~at1on study detailing its first 12' months' 
operations. The decision is granted on an intertm basis so && 
to facilitate prompt rate changes should tbestudy indicate tt;e 
necessity of such changes_ 

The decision also, provides that all resellers 'be . 

certificated utilities, but permits the expanded- operations of 
, I 

presently eertificated radiotelephoneut1lit1es (R'XU8) to ;'. 
include cellular operations by the e:tped1ence of an advice 
letter filing. 

,,' 
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I - BACKGROUND 

Advaneed Mobile Phone Service. Inc., (AMPS or app11eant). 
on beba.tf of itself and its Paeific area 8UCC~SS01:'G. and the-; 

Los Ange let SMSA L:1:ited Partnership (Parene'rship). seek a 
certificate of public convenience and necessity (CPC&N) under 
Public Utilities (PU) Code Section 1001 for autbo,,:ity to provide 
a new domestic public cellular radio telecommunicatiotlS system 
to the public in the greater Los Angeles Metropolitan area. 

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

N. R. Johnson, from March 1, 1983 through March 22'. 1983·. the, 
matter was adjourned te> a date to be set while this Commission 
considered whether or not it should issue an interim order 
authorizing the construction and installation ~f facilities 
contingent upon the appropriate disposition of environmental 
impact considerations but specifically withholding authorization 
to operate the system in service to the public pending further 
hea-rings. 

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

"1.' A cert'ifieate of public convenience 
and necessity is granted te> the Los Angeles 
SMSA Limited Partnership to' construct but 
not operate in public service, a cellular 
radio telecommunications system to serve 
the Los A-ngeles Cellular Geographic Se-rvice 
Ar.ea consisting, of a mobile telephone 
switching office. 24 cell sites. and 
appurtenant facilities. 

''2. The Los Angeles SMSA Limited Partnership 
shall not operate this system in service to 
the public without further authorization 
from this Commission. There is absolutely 
no guarantee that such operat1ngauthor1ty 
will be forthcoming. : 
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"3. Within 60 days from the effective date 
of this order. applicant shall file evidence 
as contemplated by Findings 9. 25, 26, 27, 
28, 29. and 30. Hea~ings will be 8cheduled 
shortly thereafter." (M1meo. pp. 41-42.) 
Seven days of additional hearing were held before 

ALJ Johnson in l.os Angeles between October 31, 1983· and 
December 13, 1983, and the matter was submitted· 8ubject to 
the receipt of concurrent opening briefs due Janua'rY 16" 198411 
and concurrent closing briefs due February 6,. 1984. Opening 
and/or closing briefs were received from applicant, GTEMOb1lnet, 
Incorporated (GTE Mobilnet), the Commission staff (staff), Ies 
Communications Corporation and Mel Communications Corporation 
(lCS/MCI), Allied Radiotelephone Utilities of California, (Allied), 
and Pacific Bell (Pac Bell), formerly The Pacific Telephone and 
Telegraph Company. We also received amicus curiae briefs from 
Executive Cellular Telephone Company (Executive) and Dynatel 
Communications Corporation (Dynatel).!1 

Since the issuance of D.83-06-080 the divestiture. of 
American Telephone & Telegraph Company (AT&T) and its subsidiaries 
has been completed. Consequently, as contemplated by applicant, 
AMPS, as a general and limited partner in the Partnership·, has. 

been replaced by l.os Angeles CGSA, Inc. (LACGSA); the Pacific 
Reqion Holding Company (P.RRC) 1s now known as Pacific Telesis 
(Pac Tel); the Pacifie :Region Cellular Company 1s 'Oow known. as 

11 At the request of, staff counsel and with the. concurrence ·of 
- other parties, the due date was changed to January 23, 1984. 
Y On February 21, 1984 this Commission received a motion from 

ICS/MCl to, strike these briefs on the bases they are replete 
with extra~record testimony~ and representations of counsel 
are not supported by affidavit nor presented by aknowledge
able person who would be subject to cross-examination. The 
motion to strike is denied • 
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Pac Tel Mobile Access (PMA); and The Pacific· Telephone and 
Telegraph Company is now Pacific Bell. LACGSA is • wholly owned 
subsidiary of PMA. . 

Further testimony was presented on behalf of applicant 
by its director of pricing, Robert A..Steuernagel; by its general 
manager-service 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 •. Rickey; 
by district staff manager-special services product management 
of Pac Bell, Richard S. Normington; and by the vice president 
and treasurer of Pac Tel, William E. DowniDg; on behalf of 
ICS/MCI~l by the senior manager of budgets and financial analysis 
for MCI Airsignal, Inc. (MCI-Air), Jo.eph G. NeCastroj and the 
vice president, planning and business development for Mel-Air, 
David W.. Ackerman j and· on behalf of staff by' one of its public 
utility financial examiners II, Mark Bumgardner, and by one of 
its senior utilities engineers, Willard A. Dodge, Jr. 

3/ - ICS/Mel entered into a partnership agreement on August 19, 
1983 with Cellular Mobile Systems of Los Angeles, Inc. 
wherein they are to jOintly prosecute an application for 
a CPC&N before the Federal Communications Commission (FCC) 
and this Comni88 ion.. ' 

-5-
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II - GENERAL 

In D.S3-06-0S0 we noted that in compliance with the 
Modified Final Judgment AMPS and/or its succeeding company will 
form seven new corporate units, one for each regional holding 
company. According to. app'licant's proposal, LACGSA, a wholly 
owned subsidiary of PMA, will be both the general and a Itm1ted 
partner in the Partnership. The other limited partners in the 
Partnership· are GTE Mobilnet, Continental Mobilcom, Inc .. 
(Continental), and United States Cellular Corporation (US 
Cellular). The Partnership is to be the earrie~ for cellular, 
service 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 P.HA. 
Employees of PMA will perform day-to-day management for the 
general partner (LACGSA) and will fully account to the Partner
ship' for ~xpenses related to that effort. Under. the proposed 
operations the Partnership will provide cellular service ,only 
on a wholesale basisaad each of the ltmited partners may 
participate in the Los Angeles market as resellers so long as it 
is done on an "arm's length" basis. Furthermore, according to 
applicant, with LAC GSA as the general partner, PMA may resell 
cellular service through its retail division • 

-6-



• 

• 

• 

A.83-01-12 JJ..J/emk 

.. ,. 

III - FURl'HER EVIDENCE 

. Findings of Fact (Find·ing) 9, 21. 25, 26. 27. 28. 29. 
and 30 of D.S3-06-0S0 required the submittal of additional 
evidence by applicant as follows: 

1. The capitalization of PMA. 
2. A strong and' compelling sbowing why 

LACGSA should replace PMA as the 
General Partner in the Partnership·. 

3. A resale plan that constitutes a 
viable business opportunity and 
thereby permits the nonwire1ine 
carrier to enter the marketplace 
as a bona fide competitor. 

4. A definite proposed tariff f01: our 
consideration includi~~ an evaluation 
of the effect of the proposed cellular 
rates on PAC Tel's Im~roved Mobile 
Ie lephone Service (nr.r.s:) investments 
and on the 1nvestment:G of the competing 
RTUs in the IA SMSA .. 

5. The details of the in~erconnect~on 
arrangements including the com~lete 
costs of obtaining facilities from a 
wireline company .. 

6. A plan, agreed to· by the local exchange 
company, to provide directo;y assistance 
and directory listings to all cellular 
mobile radiotelephone subscribers. 

7. The actual costs
i 

terms and conditions, 
and timing of c:e lular equipment purchase. 

Testimony relating to all or portions of the above 
additional evidence was presented on behalf of applicant. 8~f. 
and some of tbe parties to the proceeding 48 subsequently 
discussed by subject matter. 

/ -' 
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IV - CAPITALIZATION OF PMA 

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

now PMA. 

"8. The SOurce of monies by which PRHC 
will fund PRee for construction of the 
Los Angeles SMSA cellular system 18 not 
set for~h on ~be record in this proceed
ing'. 

"9. Because of the deficiency of 
infomation set forth in Finding 8, the 
FReC or the PRHC should present specific 
evidence of the capitalization of the 
FRee to this Commission." (M1meo. p .• 36.) 
As previously noted, PRHC is now Pac Tel and FRCe is 

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 
which 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 FHA's participation 
in LA SMSA. Once P.KA bas established its credit worthiness it 
1s conceivable that PMA can raise its own' debt from· the capital 
markets. Each of tbe subsidiaries of Pac Tel 1s expected to, 
recover the cost of capital invested in it wll1ch will be retu:r:ned 
to Pac Tel as a dividend. The retained portion of these dividends 
will provide a SOurce of funds which Pac Tel can reinvest "in its 

-8-
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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 funds Which Pac Tel can 
use to fund its subsidiaries including PMA. 'Ihis, witness noted, 
that upon divestiture Pac Tel will have about $16, billion in 

, .' 

assets and will, therefore, by any standard' be capable,of 
funding PMA. According to the testimony, in no ease will ,the 
source of funds p~oduce any detr~ental effect on Pac Bell or 
its ratepayers. , 

Prior to January 1" 1984, all assets acquired· for the 
Partnership were in the name of AMPS· through funding by AT&T~ 
Tbese assets were divested to PMA as of January 1, 1984. PMA 
will, in turn, accord'iag to the proposed operations, transfer 
these assets to the Partnership. In the pr~divest1ture period 
AT&T will have paid approximately 82~ of the constructiOn costs 
billed by Western Electric Company, Inc. ~eetern Electric) and 
83~ of the, $l9.1 million total cost for the Partnershi~ 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 PMAin' accordance 
with its partnership shares. In the event that theotber :' 
partners do not provide their proportionate share of the funding 
Pac Tel will provide additional funding t,o make up the, difference 
provided it. is convinced that this part icular investment is 
viable. 

Testimony presented by designated v1eepresident~ 
chief financial officer. and treasure,. of PMA, Hank K. Rickey, 
indicated that the Partnersbip will be a financially Bound and 
viable entity. He presented a pro forma balance' sheet and 
income statement reflecting a cellular business that will ,be ' 

-9-
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financially healthy and in a strong position to provide returns 

to the investors. The financial statements indicate a projected 
third operating year profit margin of 2l1~ return on assets of 
197.~ and return on equity of 26% at the proposed wholesale rates. 
This witness further testified that P.HA and the Partnership offer 
a number ofstrengtbs including a strong andwell-doeumented 
market demand, growth through investment for Pac Tel, ~,ava11ability 
of capital f'rom the limited partners, and financial self
sufficie'Ccy in a reasonably near term. In addition, further 
studies indicated that variation of· 101. in usage a'Cd/or potential 
market penetration does not significantly affect est~ted 
profitability ma~gins. 

In its brief applicant notes that although staff would 
have preferred the 1dent·ificat1on of .a. pT."eci~e sOurce of . Pac' Tel 
funds and a commitment to- fund thePartnersbip, even 1£ it were 
not profitable~ it 'does not ~lieve the lack of thesetwoite~ 
should prevent the. grant of the CPC&N becau.se of the de minimis 
nature of the amount required for the Partnership in relation 
to the expected value of Pac Tel .. 

Position of Staff 
Testimony on the capitalization of P.MA 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 ewo major components consisting of the amount of 
capitalization required and the source of funds for such amounts. 
UsingPMA-provided financial data staff accountants prepared a 
stateme,nt of changes in financial position for the Partnership 
showing that AT&T should provide approximately $20.2 million. 
Pac Tel should provide approximately $15·.3 million, and. the 
remaining limited partners should provide approx1mate1y $17.1· 
milliOn. a total of$S3 •. l. million. Pae Tel '8. net, capital 

: . -: . 

. : . ' . 
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required (capital required less dividend) would- be $5.8 million 
for the next three years if the minority partners fund their 
full sh;are or $17.6 million if they do not. Staff witness 
testified- that Pac Tel should not have any trouble fundit1g 
either amount. 

This witness noted tbat~ according to- the test~ony of ' 
witness Downing, there is 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 Partnership. Be 
stated" however, that since the amount required for the Partner
ship is ~terial in relation to the expected-value of Pac Tel, 
the above , two items should not stop the issuance ofa CPC&N,in 
this application. 
Position of ICS/MC'I . 

In its brief IesIMeI notes that undertbe'proposed 
operations, all of applicant's revenues will be derived from its 
wholesale sales and to the extent that resellers do, not meet tbe 
projected demands, the Partnership may incur revenue shortfalls. 
ICS/MCI argues that, while applicant anticipates that fromS eo, 
20 resellers might materialize, it provided no: evidence of any 
genuine interest in its actual resale proposal by Any unaffiliated 
entity; and that if resale is not a viable business opportunity, 
resellers will not surface to serve the 401. of market demand that 
applicant hopes it would- satisfy and, therefore, applicant'vil1 
noe meet its projected reve~ goals. 

ICS/MCI, further argues that while applicant insists 
the revised wholesale tariff and draft retail tariff contained 

, . 
in Exhibit 39 are not proposals. they could, i£ 1mpl~nted. 
have a substantial impact on applicant's financial position • 
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When Pac Tel's witness Downing testified about 1ts . interest in~ .,' 
iuvestiug in the Partnership, he had no knowledge of this 
potential change. Consequently, according; to ICS/MCI, while 
it is~cessa=y for applicant to devise a newv1able resale 
plan, it cannot 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 believt!s 
the applica.tion cannot be granted. 
Position of Allied 

In its brief Allied asserts that applicant has failed 
to make any showing of assured financing from any source, as 

follows: 
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 Rae, after 
divestiture, to fund and support this 
project and aggressively pursue the 
cellular se't'Vice business." According 
to Allied, Finding 9· in D.83-06-080 
found such a showing inadequate and 
requested further evidence of funds, 
which applicant has not supplied. 

2. 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 APp-lication 83-04-21. 

3. Many unforeseen changes such as the 
failure of the ltmited partners to' fund 
the project, overestimation of, intern
ally ge~erated· funds. and the effeet of 
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4. 

Discussion 

funding other cellular systems could 
create 4 greater 'monetary obligation 
for Pac Tel than it would choose to 
sustain with a devastating effect on 
the public. 
If the system does notp~ovide the 
rer.u~s which applicant anticipates, 
neither Pac Tel nor the l~ited 
partners have any legal obligation 
to supply the funds and once 4 . 
CPC&N has been issued, the Coa:miss10n 
has l~ited powers to' ensure that they 
do so'. 

The additional evidence requested of applicant in 

• .! \ 

, 

, , . " 
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I 
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. D.83-06-080 with respect to its capitalization was the source 
of motleys by which Pac Tel will fund PMAfor construction of 
the LA SMSA. cellular system. The record is qu1te clear that 
the SOurce of funds £o~ the construction of the cellular system 
is 651. from AT&T' prior to January 1, 1984 and from· Pac Tel 
subsequent to January 1, 1984, 2~ fran G"lE Mobilnet. 10% from 
Continental, and S1. fran OS Cellular. In the event that one or 
more of the Itmited partners decline to participate in the 
funding of the project, the remaining If=1ted partners, may 
elect to advance the required monies in proportion to their 
relative ltmited partnership shares. According to' the record, 
Pac Tel would be willing to make up any funding d~f:[cienc1es 
provided it was assured that the investment offers· .;'realistic: . 
likelihood of being a profitable undertaking which applicant 
states. has been established in case of FHA. , s part.1cipation in 
LA SMSA. 

" 
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Additionally, as of January 1, 1984 AT&T will have 
paid approxt=ately 821. of Western Electric costs and 831. of the 
$19.1 million total cost of the system. For the next three 
years, Pac Tel's net capital required is computed by staff to 
be $5 .. 8 million if the. minority partners fund· their full sharte. 

,', I 

or $17.6 million if they do· not. The pro fo:rmabalance shee:-s 
and income statements entered into the record reflect a cellular . , 

business for the LA SMSAthat will be' financially bealthyand 
in a strong 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 financial integrity of the proptls(!cl 
cellular system. . 

Furt~rmore" it is clearly establi,shed on the record 
that funding is advanced not later'th&n the time the facilities:-'-

" . 
are installed. As a result, the facilities will be eompletely~ 
funded at the time when the system becomes operational. 

General 

V - LAC GSA AS THE. GENERAL PARTNER 

I'll D.83-06-080 we stated: -
".. .. • After divestiture, »rPS will be 
superseded as a general and limited partner 
in the Partnership by its Pacific region 
successor. As previously discussed. the 
AMPS succeSSOr in the Partnershi~ could be 
either the PRCC or the LACGSA. It would 
appear that the LAC GSA would be formed as 
an expedient as a way of allocat1~ costs 
appropriately to each of the markets as 
well as creating a vehicle for the manage
ment of the local market. The record to 
this point does not persuade us that either 
reason justifies the formatio'O of the LACGSA. 
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Because of the relationship of CCS to the 
FRCC, it will be necessary for the FRCe· 
to allocate eosts to the Los. Angeles SMSA 
via the General Partner. It would appear 
that the existence of the LACGSA would 
necessitate additional allocations of 
costs that would not be required if the 
FRee were the General Partner in the 
Partnership. Furthermore, there appears 
to be a distinct possibilIty, even 
prooabil ity, that were it formed the 
IACGSA would duplicate some of t~e opera
tions'of the FRee, thus creating unnecessary 
duplicative costs. Furthe~ore, it appears 
to us that a precise delineation of duties 
and responsibilities of the parent PRCe 
and the subsidiary LACGSA would be d·ifficult 
1f not impossible. Under these circumstances, 
~e ~lace AMPS a~d 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 Par:nership· with the 
LACGSA as the actual or prospective general 
and/or limited partner in the Partnership,." 
(Mlmeo. p~. 20-21.) 

. Position of App11cant 
Test imony supporting LACGSA as the general and &. 

ltmited partner in the Partnership was presented by PMA's 
witness Steuernagel. According to his testimony,. LACGSA will. 
be the successor to AMPS as the general , partner in Los Angeles 
and thus ma,intain the appropriate rel&tionsh:tp between PMA and 
the carriers in accordaDCe with the Partnersbipagreement 
approved by the Fcc.!1 Employees of P.MA will perform day-to-day 
management for IACGSA in accordance with :seorviee agreements 

4/ In accordance with the FCC Memorandum Opinion and Order - adopted December 29 1981 and released December 30. 198~ 
under File No. 29015-CL-P-83, LACGSA became the assignee of 
AHI!S' interest in the Los Angeles SMSA Limited Pa.rtnership • 
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between P.MA 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 economies which result from centralization and from the 
application of accumulated relevant experience at a core 
location'which is the principal justification for PMA managing 
the Los Angeles and other cellular systems under contract. 

Add,itional advantages of this arrangement, according 
to the record, are that 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. 

Furthermore, under the provisions of the FCC decision 
in "Computer Inquiry II·, a carrier may not have a, termiual 
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, FHA would either have to" forego, the cellular 
equipment business or form a separate subsidiary to- hand'le sucb 
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 d1visiou. 

In its brief, applicant argues that, it is a basic tenet 
of California regulatory policy that the Commission willuot 
disturb, the form and, structure of utilities unlessther8 18 
evidence that such form. or structure is adverse' to· the public 
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interest. According to applicant. there i8 DO showiDg 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, partners and this Commission will have the 
ab1lityto scrutinize the appropriateness of 'any cost. charge, 
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 ~'to enter the equipnent bus;.ness without structural 
modifications should the FCC: change the cellular rules, and, ,the 
appropriate demarcation between the partnership, carrier activities 
and the resale a.ctivities permitted wder the FCC-approved, ' 
partnership agreement. 

Furthermore. 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 detertD~ne . 
licensees to'operate on. portions of the radio spectrum is 
exclusively within the. power of the FCC and state action . is 

preempted.. .' 
Poslt'iono:f Staff 

., Testlmony leading to the staff recommendation that the 
LACGSA.·should not' replaee PMA as the general partner of tbe 
Partnership was presented by staff witness Bumgardner., Tbe 

.', " '" . 

bases'for this recommendation set forth in·the reeordare.&8 
follows: 

I 

'~I , 
" 
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1. Separate corporate structures are not 
essent1a.l to ensure that the provision 
of planning and management be adequately 
accounted for between systems, nor will 
the! create a level of accountability 
to further evidence that cross-subsidies 
and/or misallocations do not occur. 

2. PMk as a general pa~tner would not cause 
a competitive disadvantage in the sale 
of terminal equipment because: (a) the 
FCC has not yet authorized PMA to- enter 
the terminal equipment busiuess; 
(b) PMA' s authorized agents can ind.epend
ently offer terminal equipment;' (c) PMA 
currently has no plan to provide te~inal 
equipment upon FCC approval; and , 
(d) equipment could be sold by existing 
separate subsidiaries. 

3. LAC GSA will have no employees so that its 
only functional purpose will be as a 
vehicle to allocatec08ts. 

In arguing this position in its opening brief, staff 
notes that tACGSA 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!: additional compensation for 
whatever role they play in the various CGSAs, ana that the system 
would be operated and maintained through a service agreement 
vith PMA with absolutely no, interface between LACGSA-and the 
carrier's customers. Staff further notes that tbe service 
agreement will be executed on behalf of the Partnership by 
LACGSA's chief executive officer who is an employee of P'MA.. 
Staff recommends that this se=vice agreement be submitted for 

. . 

review prior to issuance of a. final CPC&N,. For the above reasons, 
staff reeomends against l.ACGSA as the general partner1n the 
Partnership. 

. .' i • • 

.., .. ' .... 
;":, 
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In its reply brief~ staff reiterated its.position that 
LAC GSA not be permitted as the general partner in the Part nershlp' 
for the, additional reasons that: (1) the FCC basuot mandaeed 
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 partnership 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 eellular separation 
requirement was initially promulgated in 198:1 and is found, at 
47 en 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 t~ regulations 
requ1~ing that cellular operations in each CGSA be conducted 
through an additioMl tier of separate corporate entities. 
Furthermore. the FCC. has held that states have authority to 
require cellular ope:-ators, to provide service ,through a separate 
subsidiary subject to whatever reasonablerestri~tions the states 
deem appropriate. 

Staff notes the FCC furthe,r stated that' the separate 
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, 
installation, and maintenance personnel, 
and utilize separate computer and 
transmission facilities in the provision 
of cellular services.' (Emphasis added,.) 
(47 CFR Section 22.90l(c) (2»" 
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and in the Computer II decision: 
'''More specifically. t:he separation of 

regulated and unregulated activities and 
associated costs r~I~ir.~s that the 8~bsidia!y 
have its OW~ ope~at ng, marketing, 
instal1at:ion, and maintenance personnel for 
ehe services and e2ui~~ent it offers. 
~. " FCC 2d at 76~77; 35, pOl 4tn at 
2'31) .. ", 
Based, on the above, staff argues 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 eosts 
simply fails to meet the expressed terms of the separation test. 
Staff further argues that under the proposed operations there 
is no assurance against the misallocation of' joint costs 'asso
ciated with wholesale and retail operations nor against misalloca
tion of joint costs between different localities. 

Staff also argues that FCC approval of LACGSA as the 
general partner of the Part'Dership is neither binding on the 
Commission nor nonreversible. Staff. notes that while. ion general. 
each regional cellular company including P.MA will create one or 
more local cellular service companies, such as LACGSA, New Vector 
Communi.cations, the no-rthwest equivalent of PMA, has' controlling 
interest in two ltmited partnerships similar to the Los Angeles 
Partnership and the FCC transfe~ed AMPS' interest in each of 
the partnerships directly to the regional cellular company. 
This is preciselytne 'a-rrangement' staff advocates', in th:LS' matte~ • 

,l 

";' '/ 
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Staff states that applicant, in 1tsopening brief, 
took the position that the Commission should recognize !'MArs 

subsidiary as the general partner on tbe 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 beiug asked to pierce .ehe corporate veil 
surrounding tACGSA but rather is being asked to decline certifi
cation of' the subsidiary on the grounds that it is. a mere sbell 
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 fromthe:certif'1cated entity. 
Staff further argues that while the Commis~ioneouid pierCe',· the 

corporate veil if and when the need arises, the problem !abetter 
I, • r l , '", • 

avoided at the outset • 
Position of rCSlMer .. 

II 

It is the basic position of ICS/MCI', as set forth. in its 
briefs that the proposed organizational struc:ture is not· in the 

• I 

best interest of consumers and would frustrate effective resulatory 
overs1ght~ create 1ncentiv~sfor abuse· and ant1compet1tive 
behavior ~ and impair the efficient delivery of cellular se1:Vic:es 
to the public without having any countervailing public' benefits. 
Consequently. ICS/Mel 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 associated with a communications· public utility .. 
Instead, LACGSA intends to enter into a service agreement with 
PMA providing that PMA will exercise complete control over the 
construction and operation of the system and the prov1s1~, of 
service to the public. LACGSA will have DO· full-time employees, 
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will maintain no office, and will have only three P.MA employee 
officers who will receive no compensation for their tACGSA duties 
and who. will occupy s1mila-rpositions in the CGSA entities 
created for San Diego and San Francisco. Aecord11'1g to ICS.JMCI, 
PMA has assumed complete control for system planning and con
struction, and will operate and· maintaiu the system includIng 
the customer service functions. Other activities tb&t will be 
performed by PMA instead of tACGSA include: (1) receiving. 
orders for wholesale service; (Z) responding to inquiries; 
(3) billillg wholesale customers; (4) provid1ngmarketixxg .ervices 
including advertising; (5) providing financial and accouuting 
service; and (6) developing rate ano tariff proposal's. 

Since all essential functions will be conducted by an 
entity other than the certificated utility, ~CSIMCl believes 
effective accountab:1.1ity for the carrier's busiuess would be 
absent, it would be; difficult for this Commission to exercise 
jurisdiction, and the operations will create confusion among 
members of the public. 

IeS/MeI aSserts there is absol:ute1y no merit to . 
applicant's implication that the FCC has approved, mandated. or 
blessed the proposed organizational structure and this Commission 
is thereby barred from requiring a different structure,. To the 
contrary~ according to ICS1MCI~ the rCC.bas 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 partner, the parties could file a 
simple application with the FCC requesting a pro· formaasS1gamellt. 

to effect the change "h1ch would probably be granted as &' ,(oueiue 
matter 1n about 60 days • 
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IeS/Mel further argues that applicant's Justification 
of the proposed organization to enable applicant to enter the 
cellular equipment business if the FCC changes 1tsrules, to 
provide an a?propriate demarcation between the partnership 
carrier activities and resale activities, and toprov1de a level 
of struetut:'al accountability consistent with the accounting 
findings of the FCC 1swithout merit. 

According to IeS/Me!: 
1. The first justification hinges on 

speculation that the FCC may change 
its rules which appears unlikely in 
view of the recent FCC decision Btati~ 
cellular customer-provided equipment (CPt) 
may be offered through the Computer II 
separate subsidiary but not the 
cellular subsidiary • 

2. The FCC subsidiaryrect'lirements are not 
merely to prevent m,isallocat.i01:ls, eost
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. FHA was 
established to maintain separation 
between the wireline telephone opera
tions and the corporations' cellular 
activities. Having achieved the 
required se2aration, no other apparent 
ob;lective of the FCC is met by estab
lishing an additional subsidiary 'of 
FHA. 

3. PMA has not explained the perceived 
necessity or desirability for it to· 
participate in both the wholesale and 
retail lines of business through separate 
business ent!t1es~ one regulat~d and the 
othe'l:' not. PMA can control botb 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 noncer:ificated entity would be in a 
position to dictate policy for the certif
icated utility that might not be in the 
best interests of the Partnersh1p,or the 
ultimate users of the service. Such a 
conflict could be mitigated 1£ the' 
Partnership were to provide both the 
retail and wholesale service. 

4. Applicant's citing of In Te Trans-Arr~d 
Inc. (1963) 61CPUC 304 as S1:pport for 
its position that the Commission not 
order struc,tural changes is inappro
priate as it involved a situatIon in 
which the CPUC endeavored to pierce 
theco-eporateveil of one entity,in 
order to reach a more &pp~opr1ate 
organization.. AccordJ~ng to IeS/Mel, 
if anything, the above ease supports 
the proposition that it is tmportant 
to, establish a proper organizational 
structure before the applicant goes 
into business, so that the Commiesion 
will not at some future date become 
entangled in pierci~g LACGSA's shell 
in order to reach the actual system 
operator and provider or service, . 
i.e. PHA. 

': '. 

IeS/MeI asserts that it is well within this Commission'. 
authority to require the applicant and PMA to develop an organ:!.- . 
zational plan that more full~:c:omports with public interest and 

'",- ....... 

suggests that'DOW •. before ';the service becomes operational, 
would be the most appropriate tUne 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 Partnership 
that would not be necessary 1£ PMA were the general partner, 
that there would be a probability of duplication of operations, 
41ld that it would be difficult if·uot :Impossible to· delineate 
precisely the duties 41ld responsibilities.of P.MA and· its 
subsidiary, LACGS~We therefore requested a strong and· 
compelling shO'W'iDg of the necessity of the proposed: corporate 
structures. Obviously we did not contemplate the proposed 
I.ACGSA table of organization cOllsist1ng of threePMA employees 
acting as the corporate officers, no specifically assigned 
personnel, and all of LACGSA's operations be~ug performed by 

PMA. wder contract. We will therefo-re address the primary 
issue of I.ACGSA as the general partner in the Partnership by 

the followiDg. three subissues: 
1. The FCC Sepa~aticn Requirements; 
2. The Advantages and Disadvantages of.· 

tbe Proposed· Organizational Structure; 
anel 

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 Section 22'.901. This regulation provides that cellular 
service be offered by a corporate entity separate and distinct 
from the local exchange telephone company. The purpose of the 
separation requirement was to '~ke the detection of anti~ 
competitive conduct .omewhat easier for regulatory authorities" 
(86 FCC 2d, 469, 46; Feel Reg P'.2766S) • 
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must: 
Further, the FCC required that the separate entity 

" ••• operate independently in the furnishing 
of cellular service. It shall maintain its 
own books of accounts, have sepa~ate offices, 
utilize separate operating, marketing, 
installation, and maintenance personnel, 
and utilize separate computer and: trans
mission facilities in the provision of 
cellular services." (47 CFRSection 22.901 
(c) (2).), 

Similarly in the Computer II decision the FCC stated: 
'~ore 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." 
(Iel. 77 FCC 2d at 476-477; 35 PUR 4th at ' 
231.) , 
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 the ,FCC 
separation requirements. It 1s equally obvious that,with IACGSA 
as the general partner of the Partnership andPMA operating the 
system under contract with LACGSA, as proposed by applicant. the 
objectives of the separation requirement would not be ~ully met. 
This 1s true because, first of all, under the proposed operation 
the Partnership wi.ll in effect be controlled by the parent of 
the gene-ral partner rather than by the general pa1:'tneT. itself 
as both the FCC and this Commission intend. The only personnel 
proposed for LACGSA a-re three officers employed. andpaict by W.A. 
Under these circumstances, it would be 'difficult, if,not 
impossible, for these off:lcers!lot to d,irect· their .attention to;' 
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maximizing the profits of PMA rather than the Partnership. The 
proposed service agreement governing the costs fOr operating and 
maintaining the cellular system will be drs.fted by personnel of 
PMA, not I..ACGSA. Such an arrangement could eonce,ivably result 
1'0. wholesale rates high enough to preclude nonwirelinecarr1er 
resellers from entering the cellular market. Furtbermore, both 
the wholesale and' a major portion, if not all, of the retail 
operations will in effect be p~cvided and controlled by PMA. 
In addition, should PMA be successful in its attempts to obtain . , 

permission from the FCC to sell equipment through'its retail 
divL~ion, PMA will have effective control and'receive the 

,,,"". 

profits: and benefits from most or all of the entire w1re11ne 
cellular system in the Los Angeles area. Consequently, the 
order that follows will condition the grant ~f the CPC&N on 
applicant either replacing LACGSA with P.MA as the general.partner 
in the Partnership or fully s~affin9 LACGSA S~ th~t it becomes 
a completely self-sufficient and independent entity fully 
capable of operating the wireline cellular system for tA SMSA. 

As previously let forth under party positions, 
applicant presented testimony indieating tbatPMA 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 from the application 
of accumulated relevant experience at 
a core location; 

2. Planning and· management sel:Vices' can be 
adequately accounted for between,systems 
and/or partnershi~ 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 
rather than LACGSA the general partner; 
and 

4. It would provide the appropriate 
demarcation between the partnership 
carrier activities and the resale 
activities permitted under the FCC
approved partnership agreement. 

While logic would, tend to support applicant's 
eontention that centralization and the aceumulation of relevant 
experience at a core location would result in eeonomies there 
is no evidence in the record indicating eithe~ the existence or 
magnitude of any such economies. Any such economies that do 
exist would be preserved with ~as the general partner in 
the Partnersh'ip. Furthermore, i£ found· .to be cost-effective, 
a fully staffed LACGSA could: use PMA' s expertise on a c¢usult1ng 
basis until such a time as it eould develop its own expertise. : 

Should the Partnership· grow in the manner anticipated it should 
easily be able to maintain a~d 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 doeumentation ·of the allocation procedures of the revenues • 
expenses, and costs assigned to the Partner8h1~will allow the 
partners and this Commission to· follow the allocation method·' of 
the general partner, t~ determine the appropriateness of costs 
aod expenses:. ancl to ensure. that cross~subsidization and/or: 
misallocations de> not oecu,x: i8 convincing and will be adopted .. 
Conseque1ltly we will not accept applieant's contention tbata 
secondary subsidiary as the general partner in the Partnership 
will create a level of accountability to further evidence that 
cro8s-subsidies or misallocations do not occur • 
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It is true that with PMA as the general'partner','it will" 
be unable to enter the cellular terminal equ1pmentbusiness should 
the FCC change its present, policy.. However, such a change is a 
matter of speculation rather than of anticipation.. Fu'r.tbermore, 

, , 

a recent FCC decision authorizing the offering of cellularCPE 
through a Computer II separate subsidiary, but not the cellular 
subsidiary, would tend to indicate that an FCC pclicy change 

in this respect is'unlik~ly. 
It 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 Partnership. 
However, as proposed by applieant, both the wholesale and retail 
operations would be under the control of ~ with' the result that 
the de~rcation would fade into obscurity. Furthermore.' as . 
subsequently discussed, the order that follows will requ~re 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 ~o 
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 exclusively 
within the power of the FCC and, therefore, state action is 

preempted .. 
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,The "recent action by the FCC" referred to, by: 
applicant was the assignment of AMPS' interest in the Partnership 
to LACCSA. Iu 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 Compauies were 
creating one or more local cellular companies~ the propriety 
ofsueh arrangements was not an issue and the FCC merely approved 
the applications presented to it. The fact 'Zhat the FCC' in. no 
way mandated the establ ishment of loeal SMSA subs1dritr1es: 1s 
readily evident by the fact:: that this same decision also approved 
the transfer of .AMPS:' controlling partnership· interests in 
Seattle and Minneapolis cli"r!'ec:tly to' New Vector Communications 
(the northwest equivalent, of PMA). 

Furthermore, as noted by staff and ICS/Mel, Sect1on22l 
(b) of the Communications Act specifically provides for a dual 
federal-state regulatory scheme. The FCC bas assertedfede,ral 
primary jurisdiction with respect to technical standards, publiC 
need, and the competitive market, and has reserved to the states' 
jUrisdiction the charges, classifications, practices, services, 
facilities, andlor regulatiOns for se%Vices by licensed'carriers. 
In this respect it a,tates: 

"In this regard" we note that consistent . 
with our decision in Computer II, sUfra, 
states have authority to require ceI ular 
operators to provide this service through 
a separate subsidiary. subject to.what
ever reasonable restrictions the states 
deem appropriate in order to effectively 
perform their duties regarding the 
economic regulation of cellular operators." 
(Report and Order of March 9, 1982CC 
Docket No. 79-31S, 89 FCC 2d 58,64.) 
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As previously stated in connection with parties' 
positions, 4pplic,llnt asserts 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 interest 
and cites Trans-k~row! Inc." supra, in support of this position. 
Both IeS/Mel and staff argue that the above, citation 1sinappro
priate in that this' Commission is not being' asked, topieree ',the 
corporate veil of one entity in order to reach a moreapp~opriate 
organization. We agree. 

It :1.$ axiomatic tbat s as set forth in D.83-06-080.the 
• I, • • • 

Partnership, i~: a telephone corporation and, as ,such. subject 

fully to: our ;iurisdiction. 

VI - THE RESALE PLAN 

• General 
Finding 25 of ».83-06-080 states: 

• 

"25,., A resale plan that constitutes a viable 
business opportunity and thereby permits the 
nonwireline ear~ier to ente~ the marketplace 
as 4 bona fide competitor is necessary to 
mitigate any adverse effects of the early 
entry into the cellular marketplace of a 
wireline carrier in advance of a noaw1reline 
carrier. fI (Mimeo.p. 38.) 
Testimony on the viability of applicant's proposed 

resale plan was 'Presented on behalf of applicant, ataff~ ICS/MCI. 
and Allied •. 

Position of PMA 
~·s witness Steuernagel presented testimony proposing 

a tariff that would provide cellular service "in bulk" as a 
wholesale-only business. ,In add1t1on~ on the lastdayofheariug 
he submitted additional test1mo~y allegedly addreSSing the . 

, 
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concerns of staff about the proposed wholesale tar1£fby 
offering for the consideration of the Commission modifications ' 
to the ·original tariff and a draft of a retail' tariff. He was 
emphat1c~ howeve~~ that he was not modifying his original 
proposal but merely offering an alternative for Commission 
consideration should the Commission not fully accept his 
original proposal. Under the terms of the original proposal 
customers will pu~chase access numbers in mintmum quantities 
of 100 telephone numbers for a min~ period of six months. 
The related minimum usagequant1ties will be.lO:,OOOminutes 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. 'Xhe 
customer could' elect to- have a three~year minimum ,contract 
period and receive a 4: discount on usage. ~n calculating' 
the minimum contract period it is assumed that the last' telephone 
numbers placed in service ':are the first onesd1scont1nued~' • 

. ' '. . 
Therefore, 1£ any lines. had been purchased within s,u months of 
a cancellation, a minimum charge would apply to, those litles. 

Tbe moct1ficationG presented for Commission consideration 
on tbe last day of hearing reduced the blocking for access numbers 
from 100 to 10 (minimum initial order of SO), and the related 
minimum usage ~antities to 1,000 minutes of peak usage and 100 
minutes of off-p,eak usage. The requirement to maintain numbers 
in service for at least six months is replaced with a ~equirement 
of 90 days advance notice of termination, and the last-in,' 
first-out provision for the computation of minimum charges is 
deleted as is the requirement of a three-year contract for ", 
addit,1onal discounts. ' 
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The proposed wholesale rates, together with the 
possible modifications, are as follows: 

As 
Proposed· 

Service Charges: 
(1) Number Activation 

To process an order for 
activation of access . 
numbers" per number 

(2) Change ' 
To· add optional features 
or change an access 
number, per access. number 
affected ' 

$15.00 

$10.00 

Access Charge: Per Month 
(1) For each access number 

up to 1,000 numbers 
(in blocks of 100 numbers) $38.25 

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

(1) 

(2) 

For each access number 
up to 100 numbers 
(minimum initial order 
of 50, 'and subsequent 
orders in blocks of 10 
numbers) 
For each access DUmber 
over 100 numbers (in 
blocks of 10 numbers) 
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$15,.00 

$10.00 

PeT Month 
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,As 
Pt-22osed 

Usage Rates': Per Minute -
(1) 

(2) 

Peak Period 
For usage up to 200,000 
minutes (minfmum of 
10,000 minutes per 100 
number bl(~k is required) $.432 

, , 

With 4i.discount .4147 
For usage aver 200,000 

.. 4275 minutes ' 
Witb:.4: discount .4104 

Off-Peak Perioc1 
For usage up, to 20,000 
minutes' (mintmum of 
1,000 minutes per 100 

.2592 number block is required) 
With 47. discount .2488, 

For usage over 20,000 
.2565, minutes "'" 

With 41.:, I!iscount .24624 

(1) Pe.,k Period 
, ", 

For' usage up to and 
including 20,000 
minutes peT.' month 
(mintmum of 1 000 
minutes per 10 number 
block per month is 
required) , 
For usage over 20,000 
minutes ~r month 
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(2) Off-Peak Period 
For usage up to and 
including 2,000 
minutes per month 
(minimum of 100 
minutes per 10 num- . 
ber block per . month .' 
:£.S required)· .. ., . 

For usage over 2,000 
minutes 

As 
Proposed 

, 
.' .... 

Possible. 
Modification· 

Pe-r' Minute . 

$.232' 

$.230 

In addition to ~he s~c:tfic:y:ates set forth above, 
the proposed tariffs contai1ledthe ust:i'.&~l provisions pertaining' 
to applicability, territory, definitiO'ns, service area, timing 
of calls, rate periods for usage, optional features,:ava.ilabiltty 
of service, limitations of liability, the use of service, dis
connection of service for cause, termination of service, depos:l.ts, 
operator assistance, provision of the mobile radio-unit, payment 
of charges, adjustments for taxes, fees, etc., other. carrier 
charges, directory assistance and operator se'tVices; directory 
listings, and· sample forms. 

The draft retail tariff submitted the las·t day' of 
hearing for the cousideration of'. the Commission contained the 
above tariff provisions and the ··following rates: 

Service Charges: 
(1) Service Establishment 

To- process a.n order ... for activation of 
access number , per· access number per 
order .. 

-35-

$50.00 . 

" 
I' 
I 



• 

• 

'. 

A.83-01-12 . AUlemk/jc 

(2) Change 
To add or remove optional features 
or temporarily suspend service per 
a customer's request~ or change an 
access number affected per order 

Access Charge: 
For each acces·s number 

'Osage Rates: ' . 
(1) PeakPeriod 
(2) Off-Peak·· Period, 

$15.00 

Pe1':'Month
$45.00' , 

, ;, 
.I ',,':' 

Pe-rMinute' , 
$"." .45" 
$' .27.· 

Applying the above retail rate to an end user assumed ' 
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 41. discount) results in a 
reseller cost of $187.03, a difference of $23.57. Deducting 
estimated operating expenses from this figure yields pret~ gross 
margin of $16.75 or 8:.07. of r~enues. This witness used.the above 
figures to prepare an inerementa1income statement for a hypothetical 
reseller/customer which he included as part of his ,exhibit. This 
study indicated a 1751. return on nonrecurring investment, 1807. 

return on service investment, and a., return on com:t>:Lned, first-year 
investment of 89%.. This witness believes the assumptions leading 
to the above-computed returns are reasonable and that the proposed 
resale schedule does in effect provid,e a viable business oppo:ttunity 
for resellers.. Were the wholesale rates submitted the last day of • 
bearing used, the incremental income statement study would reflect 
a 30n return on nonrecurring investment, 1931. return on:- service 
investment, and 92: return on comb1~ed first-year 1nvestment~ . 

. , ~) , 
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According to this witness~ 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 is highly dependent upon the combined 
successes of the individual pa~1cipants within the distribution 
channel. 

In its brief~ applicant notes that the parenershtp, 
evaluated the following factors in de~eloping its proposal to 
provide cellular service as a wholesale~onlybusiness,: 

. ,i' 

1. Resale of cellular service .1s to be 
competitive; 

2. Applicant t s resellers will be 
competitive with each other and 
with nonwireline carriers; 

3. The FCC has ordered no tariff 
p%'ovisions restricting. resale;' 

4. !his Commission's objeetive in 
regulating future competitive 
ventures loS to allow competition 
to have the ma:.imum impact on the ' 
market competitors; and 

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

It is applicant's view that this Commission should not 
invo,tve itself in the competitive market of cellular resellers at 

the 'Ir:etail level in keeping with its expressed desire to: 
" ••• ~I:ailor !rtS! regulatory activities to. ensure that the public - -receives the maxfmum possible benefit from the competition that 
does exist." Re Pacific Telephone & Telegraph Co,~ (1978:) 83 
CPUC. 428:, 438., In further suppo't't of its position that the 
Commission not regulate the retail portion of the cellular 
service, applicant asserts that potential resellers maybe 
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discouraged from entering the resale business if they do not 
independentl,. have ,the power to aajl.lst their retail ,price immeaiately 
to reflect the cost improvements, competitive enhancements, 
and other programs and app~oaches tb~yindependently develop 
and that such retail regulation could constitute a restriction 

" . " 

on resale and shared use of cellular serv:f.ce's proh1b!.ted by 

the FCC. 
Applicant ,further 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 control. Consequently. 
according to applicant, the Commission should not presume t~ 
direct or redirect competitive retail market force:, but shOuld 
opt to permit the Partnership to provide wh~lesale-only serv:f.ce 
on a provisional basis in order to evaluate the development o~ 
the competitive reseller market. Applicant further asse~s that 
no informed observer believes that cellular resale will not be . 
other than incremental to other associated enterprises of the 
rese11ers who will beahle to substantially ~prove profits 
above the indicated profit testifieO 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 11'1 to 141. from, PMA. rates'. and' that 
the wholesale rates offered for Commission consideration in 
Tesponse to, the staff report presented wholesale rates dis
counted from l~ to 2lt below the proposed PHA retail rates. 
Such'discounts would~ according to applicant, certainly produce 
an active reseller industry to support the rartnersh1p. . 
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According to the record, witness Steuernagel presented 

the above 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 not be tariffed. As previously discussed, applicant 
proposes that retail service be provided by the retail division 

of PMA. 
Witness Steuernagel also presented test1mony ontbe 

impact of cellular service on other mobile services. According 
to his testimony, there will be no s iguific ant impact because 
applicant has no plans to seek customers specifically from 
existing, mobile services and existing customers probably will 

not switch to, cellular service because: 
1. Conventional mobile units are 

incompatible with cellular syste~ 
which operate at different frequen-
cies; 

2. It is inconvenient and expensive to 
switch; 

3. There is not a sign1ficant price 
differential to encO"..lrage switching; 
and 

4. It will be many years before 
cellular service coverage is as 
broad as for coaventional mobile 
units,. 

Applicant also argues that t~ose parties present at 

the hearings whO engage in IMTS in the Los Angeles SMSA were 
in the best position to, provide evidence 0'.0. the impact of 
cellular service on IM'l'S. Applicant noted that none of these 
parties, i.e. Pac Bell, IeS, and Allied, provided' any witnesses 
or any evidence of any impact on their investments 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 pIau 

is a requirement imposed by the FCC for cellular service to 
act as a safeguard against the ant1compet1tive effect of a 
separate wireline allocation of spectrum resources in each 
cellular market. to· further 4 secondary level of competition 
within each cellular market, and to alleviate the ''headstarttt 

problems by permitting the nonwireline entities to enter the 
cellular market in a ltmited role before they have obtatned a 
license to, provide such service. 

According to staff, the indicated viability of the 
proposed resale plan presented by witness Steuernagel is 
suspect because the parameters used consisting of a 601. 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 st~f concurs with witness Neeastro's 
view that a. more realistic appraisal of the potent1al prof,tt
ability of a resale opera.tor indicates a 2.51. t~S4 pretax 
return on sales rather than the 8'~ presented by witness 
Steuernagel. Staff furthe-r .B.rgues that the above figures. based 
on applicant's assumptions, are misleading in that they fail to 
take into account all expenses a. reseller will incur, such as 
labor, utilities, office space. insurance, and expenses' ASSO

ciated with carrying an inventory of unused numbers. According 
to staff. the proposed tariff appears afmed at ensuring. that, . 
~ does in fact become the dominant reseller through its ability 
to operate its retail operation at little or DO· profit by 'reason 
of the. profits earned- through the wholesale opera~:ton. 
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Furthermore, t€lsti~ny presented by senior utilities 
engineer Willard A. Dodge, Jr~ and financial examiner 11 Mark K. 
Bumgardner supports the conclusion that the resale plan proposed: 
by applicant is not viable. Witness,Dodge notes tbat,as 
proposed by applicant, anothe~ organizational element of PMA 

would engage in unregulatecl retailing and, absent an explicit 
showing demonstrat ing; that no, undue advantage can accrue to" PMM., 
staf,f rec~nds sane form of retail tariff.. Staff further objeets:to, the 

canbination of olocKs, of 100 nl.mlbers and six months' minimum contrac.ts..for, ' 

access numbers with the requirement that "last connected is the 
• \J , 

first disconnected"be used in computation. of the access'charges. 
Because of these objeetionable tariff features staff recommen~s;' ' 
that rates and charges be initially authorized on aprov1sional 
basis, for SOt\le period such as· 18 months. 

According to staff wituess Bumgardner, the above
discussed discount provisions favoring the larger resellers, such 
as PMA, could allow these large resellers ~o set the retail' price 
low enough to drive other 'resellers out of bus iness. Witness 
Bumgardner also uoted that P.MA has the ability to' subsidize its 
resale operation from revenues generated' in the Partnership's 
wholesale operation and compares the Partnership, profit margin 
of 197. by year 2 with the maxfmum profit margin of 81. for the 
resale operation.. He 'believes that if the risk associated with
the two businesses are equal, the return should be equal~ 

To determine the financial effect on a nonw1~eli~ 
carrier wishing to, resell the Partnership' s service prior "to its 
entry into the cellular marketplace, this witness developed: 'au 
'income statement for 4 hypothetical reseller for yearl and 
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found that a reseller who does not sign a three-year contrac,t 
would lose $411,593 in the first year of operation. He believes 
tb&t such & 10$s is totally unacceptable on a short-ter.m basis 
and would discourage entry into the resale business. 

He suggests that a possible solution to alleviate a 
portion of this problem woula be to initiate a service establish
~nt charge of $165 to cover the costs of adding each customer 
to the system consisting of $100 for advertis'ing~ $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 p1:'oposed 

cellular system, it is staff's po'sitfon that a Commission 
decision not to regulate retail service would be clearly contrary 
to the public interest, in that P.MA presently enjoys. a monopoly 
position through its control over the single cellular carrier 
in the Los Angeles at'ea and, therefore, has the ability eo 
subsidize low retail rates through its monopoly wholesale 
revenues. Staff further maintains it is abundantly clear that 
both the State Constitution and PU Code grant the C~1ss1on the 
authority to regulate not only the Partnership 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 
service, there would be a pOssibility of anticompetitive conduct 
by_ the members of the Partnership which would be contrary to,' the 
public interest • 
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Staff notes that since there are presently no pending 
reseller a~plications for CPC&Ns. the manner in which the 
Commission sbould exercise regulatory authorities over independent 
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 t:he public, it 1s staff"s 
position that the Partnership should provide both wholesale and 
resale services. According to staff, t~ Partnership is 
proposing to isolate itself from the ulttmate consumer in all 
cases except businesses desiring to purchase in bulk quantities 
under the wholesale rate. Requiring the Partllership to, provide 
service at both the wholesale and retail levels WOUld, according 
to staff, help ensure the financial viability of the Partnership 
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 considered by 

the COmmission in the event it agreed with staff's criticism 
of the original proposal, which included a reduction .in wholesale 
rates t the removal of the lOO-block purchasing requirement, the 

elimination of a six-month minimum contract, and the elim.ination 
of the additional 41. discount when a three';"year contract is 
signed, a.re all desirable in that such revisions would reduce 
the discriminatory provi.sions of, the init 141 tariff w~ich favored 
the dominant reseller and thereby enhance the who·le~alerates. 
However, according to staff, there has been no showing, tba.t the 
revised tariffs present a realistic business opportunity·,to-· 
independent' rese lle,rs • 

" . , 
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Consequently staff Teeommendsthe PartneTlh1p-be 
given authority to" 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 time 
as applicant presents a resale plan that will ensure a 
competitive market for the resale of cellular service. 

In response to the opening ,briefs of applicant and' 
GTE Mobilnet advocating that the Partnership prov:tdeonly 
wholesale service with the retail service to' be regulated by 

,> 
the forces of supply and demand in the competitive marketplace. 
staff argues that both applieant 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 operaeions. and other resellers 
who lack that opportunity. According to staff, applicant and 
GTE Mobilnet use the existence of a competitive resale market 
as a basis for not regulating resale when, in fact. with the 
cellular telec01mIUuications industry in its infancy, there is 
no competitive secondary resale market.. Furthermore, staff notes 
that unlike independent resellers in the lA sMsA. PMA pX.oposes 
to control both the wholesale and retail segments of its ce~lular 
business through service agreements between LAC GSA 'and PMA. 
Sueh an arrangement 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 
aDd t~ereby.plaee independent resellers at'a competitive 
d1s.advantage. 
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Position of IcslMCl 
Testimony on the viability of the proposed resale.plan . 

was presented on 'behalf of ICS/MC I by the. senior m&'Q4ger of 
budgets and financial analysis for'Mel-Air, Joseph G. Neeastro. 
According to his testimony, witness Steuernagel's presentation 
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 2.51. for a reseller having 
fewer than 1,000 subscribers and S1. for £ reseller having more 
than 1,000 $ubscribers. In addition, witness NeC&stro- took 
issue with the proposed method of accounting for cancellatiOns 
which would force the reseller to ''bundle"'' access and usage' .. 
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 c~lls to-meet their allot
ment. Furthermore, accord·i'O.g to the record, the required : 
''bundling'' of access and usage charges would effectivelypreelude 
a reseller from competing. for the business of customers'who, might 
have ,roamer requirements. 

This witness also performed an addit:Lonalstudyentitled 
''Reseller Breakeven Analysis" (Exhibit 34, Attachment :8.). Most 
of the assumptiOns, i.e. operating and marketing expenses and 
the ratio- of fixed and variable costs,. were provided' by applicant. 
According to this study, a typical re~eller having less ~han:l,OOO 
subscribers would· take from five to seven years to break ': even, 
whieh the witness does 'Cot consider a viable business· opportunity. 
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~ith respect to tbe tariff modifications presented 
on the last day of hearing, leS/Mel 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 net profit on the Partnership's 

- '. 

financial status bas not been examined. 
In its opening: and reply briefs IeS/MeI argues that: 
1. Financial experts testifying on behalf 

of ICS!.MCI and staff demonstrated the 
inadequac~ and nonviability of 
applicant s resale plan and, therefore, 
the application should be denied. 

2. The- requirements ::hat resellers pu:r:c:hase 
numbers in blocks of 100 under a s1,x
month contract with minimum usage 
requirements create substantial 
financial risks for a potential 
reseller. 

3. The incremental':., i'O.come statement -relied 
upon by applicant:· is misleading because 
it failed to account for the cost of 
money for investment, misapplied the 
financial concept of "contribution", 
and mischaracter.ized and tmproperly 
calculated returns. 

4. Tbe revenues of tbe hypothetical 
reseller shown by applicant are 
probably inflated because they are 
based on assumed customer usage of 
400 minutes per month even though 
ap?licant assumes a new customer will 
use service 290 minutes a month. 

S. Since PMA is involved in both wholesale 
and retail services, it bas the ability 
to, resell service at little or no 
margin and stlll earn a profit • 

-46-



• 

• 

A.83-01-12· ALJ/emk 

6. Applicant's assertion that resellers 
will have the flexibility to· set their 
own prices. is belied by applicant's 
admission that the retail levelD are 
set at those levels which its market 
research shows customers are w111ing 
t<> pay, thus establishing a ceiling 
while the inadequate profit margins 
are es.tablishing a floor. 

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

8. Staff, ICSIMCI, and Allied· all conclude 
that the proposed resale plan is not 
viable and does. not afford.independent 
entities any reasonable bus1nes8 
opportunity. 

9. An essential consideration 1s whether 
or not individual businesses can 
su%'V1ve in l1ght of the economics of 
the industry and, as demonstrated· by 
witnesses NeCastro, 3umgardner, Harris, 
and Cook, this is far from certain, 
and even doubtful, for .a nonaominant 
reseller under applicant's plan. 

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

11. Applicant's defense of its pos1t1on 
assumes that resellers will offer 
cellular service as an adjunct to 
other business and, therefore, need 
consider only incremental eosts; 
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 1s Allied's position that applicant has presented 

three nonviable resale plans, i.e. the'first plan was presented 
with the application and consisted of both an "agent" and a 
"resale" program, the second plan was presented subsequent ,to 
intertm 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 rath~r than an actual recommendation. 

In its brief, Allied suP?orted its pos1tionby 
summarizing the three plans and portions of the testimony of 
applicant' s witness Steuernagel, Allied's witness Cook. ICS:/MCI' s . . , . 

witnesses NeCastro and Harris,. and staff witness Bumgardner. 
Allied noted that under the first plan the t~tal 

revenue to the reseller~ under applicant's assumptions, as 
testified to by witness Cook, would range between S.25~ and 
6.11. of gross revenues and was totally inadequate in light of 
AMPS' FCC Exhibit K-2 indicating business development" billing, 
and marketing expenses totaling between 15.81. and 321. of reVenues . 
for the first three years of operation. 

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 1ndepeudentreseller. 
Included in these adverse aspects are the re~~irements that the 
reseller prepay for both numbers and access time in blocked 
minimum amounts, the provision of a discount rate of be:'1e'fit 
only to the largest reseller,.and the minimum·s1X-month 
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" 

commitment period with its last-number-acquired, f1rst-number-
disconnected provision. In addition, according to Allied, at 
no time' bas applicant provided an analysis of the financial 
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 pretax profit 
margin of 8t excludes most of the costs that a reseller must 
incur and that witness NeCastro' s pretax profits, using 
applicant's assumptions, of between 2.51. and 51. are much 
mOre realistic. Allied also notes that staff witness Bumgardner, 
also using applicant's assumptions, found that areseller who does 
not sign a three-year contract would lose $411,593 in the first 
year of operation and that tbe assumptions leading to th~ above . 
operation results do not take into account. the losses the 
reseller would incur for bad debt losses on the wirelinepOrt:Lons 
of calls within the CGSA,' the losses inherent,. in the minimum 
blocking of numbers and· access line, or any of the· ordinaxy, 
costs of an ongoing business. ..: 

According to' Allied, the third proposal filed on the 

final day of bearing 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 eosts 
still does not mclude fully allocated 
eosts~ such as rents, utilities, 
salaries, and insurance for a stand
alone reseller; and' 
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3. The hypothetical reseller's pro forma 
statement showing a gross margin of 
171. does not enable the resel1er to 
break even as ind·1eated by applicant' 8 
esttmate of between 15.81. and 32t 
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 typical startup cellular 
operation can be realistically projected 
at 201. of revenues· .. 

Another factor of great concern to Allied is the tmpact 
of the proposed cellular :.system operations on either Pac Bell's 
IMXS system or on existing radio common carriers (RCCs). 
According to Allied. applicant has fa.iled to fully address 
such an impact. 

Allied asserts that the:Lmportanee of an. analysis 
of the 1mpaet of cellular systems on existing Rl'U operations 
cannot be overemphasized as these eXisting systems are the only 
independent competition to applicant during the critical 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 california. According to Allied. existing mobile 
telephone systems. have invested large sums in implementtng 
their systems and this Commission has an obligation 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' unf~1r ~lement.r;::: 
the impact of which ought to be mitigated prior' to, full certif·' 
ication. Allied notes that;j the limited comparison proferred 

. . 

\' • . \ 
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for the record compares rates which include charges for the 
wireltne portion of calls within the CGSA with rates which do 
not contain such charges and that witness Steuernagel,admitted 
under cross-examination that he could not state whether the 
existing Rec rates, when combined with the wireline portion of 
calls within the CGSA_ would: be lower or higher than tberetail 

, ' 

cellular ra~es 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 1s indisputable t~t 
!MrS's subscriber base will be threatened by the proposed system. 

Allied, asserts that the competitive c,oneequences of 
granting a CPC&N must be considered by the Commission. 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. Aecording 
to Allied, in evaluating, the legality of dual distribution 
systems, courts and administrative agencies must determine 

" ' 

whether 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 examined 
under the "rule of reason" a.nd may be found justified', if it can 
be shown that they are based on sound economic considerations 
and thereby regulate rather than' destroy c~pet1t:ton.'Con$e- , 
quently, under a dual distribution system ~eements CAU be 

generated which appear both horizontal and 1~legal,or vertical 
subject to' conditiQnal approval. According ~o 'Allied:, t~e 
proposed resale program does not' present a viable, business 
opportunity and the independent reseller cannot hope'to,'make 
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,,' ". 
a prof1t~ or even cover costs as contrasted totbe'propoaed 
profitable operations of applicant's own reta11agents .. Allied 
further.asserts that under the proposal, applicant will hold 
lOOl of the wholesale cellular market during the bead-start 
period, and will be able to stymie the development of third
party reselle't"& in the Los Angeles market .. 
Position of GTE Mobilnet 

GTE Mobiluet' s position on the instant proceeding was 
presented in its briefs and addresses two issues: (1) whether 
resellers of cellular services should be required to' comply 
with the full scope of traditional utility regulation that may 
otherwise be applicable; and (2) the propriety and necessity 
of requiring a wholesaler of ce llula't' se-rviees· to, sponsor ' a 
retail tariff for providing cellular services to the ult1mate 
user of the service • 

According. to GTE Mobilnet, the FCC regards X'esale i as 
an effective means ,of increasing competition and providing a 
robust marketplace and, therefore, conditioned tbe award of 
cellular radio licenses so that cellular ca.rriers'cannot prohibit 
the resale of cellular services. GTE Mobilnet notes that 
resellers of cellular mobile service are not natural monopolies. 
do not have the ability to control the availability of service ' 
to tbeircompetitors or otherwise to restrict market entry, 
and are not of sufficient size te> effect economies of ,8c:ale. 
Consequently~ regulation of such resellers 1s not only unnecessary, 
but because of the time and money necessary to prosecute an 
application for CPC&N, such regulation might discourage potential 
resellers from eutering the market.. Iu further· support of ,its 
position., GTE Mobilnet cites recent FCC action forbearing 
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from the appli¢ation of traditional regulation to reseller. 
and nondominant providers of interstate communication services 
in order to foster innovation 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 statepo11cy~ 

GTE Mobilnet notes that the Partnership does not 
propose to offer cellular services at the retail rate and 
under such a proposal the ultimate, retail customer will obtain 
service from anyone of a number of rese11er entit:lesthat will 
have obtained blocks of numbers from the Partnership'. Should 
the Commission assume jurisdi.ction over resellers, such 
resellers would be required to disclose the rates they will 
charge for thei'%' 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 Mooilnet, irrelevant. 
It is GTE Mobilnet's belief that the consumer will be, best 
served by resellers that are free to price their ,product 
competitively and with flexibility to respond to market 

I, 

conditions. GTE-Mobiluet further asserts that' the Commission 
has recognized that effective c:ompetition serves as a safeguard 
for the consumer, by preventing unreasonably high rates and 
decreases the level of showing nec:ess4'ry' to justify a particular 
rate., GTE Mob1lnet suggests that under the above-outlined 
circumstances, should this Commission conclude that it is 
required to, exercise some jurisdiction over resellers ~f 
cellula.r services, it. should limit its. j.urisd1ct1on to,: 

.' 
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1. Requiring resellers to register with 
this Commission. disclosing relevant 
and necessary information. 

2 • I-Iavll'l9 resellers acknowledge they are 
subject to, Commission jurisdiction. 

S. Requiring resellers to file and keep 
current prices for cellular service. ': " 

Such a streamlining. of the regulatory process would:,pel"mit resellers 
to enter the market. 
Position of Dynatel 

Dynatel, a California. ,communications corporation 
serving the Pasadena. and Los Angeles areas. 18 & recently 
appointed registered agent of P.MA. It submitted its brief in 
response to the opening concurrent brief of staff. In January 
1984 Dynatel signed a contract with PMA which permitted 1t to 

, I 

sell. install. and service cellular telephones (such operations 
do not require a contract with PMA) and representing P.MA in the 
consumer market as an official conduit between P.MAts retail 
outlet and the consumer. providing log-on services to the, 
consumer.. Dynatel states :that it has engaged in numerous 
preparatory activities inant1cipation of its en:ry intc> the 

Los Angeles cellular radio market as an agent of 00... It is 
anticipated the start-up costs for such entry into the cellular 
market will approximate $,350.000. The expenditure of such funds 
is for increased staffing. new administrative offiees. exteusive 
advertising. and the scheduling of deliveries of e'ellula1: 
telephone equipment. 

I 

Dynatel asserts that the following statement appearing 
on page 22 of the staff brief does not accurately reflect, the " 
relationship between the consumi'D8 public and the aceual supplier 

" 

of the sexv:lce, the·Partnership: 
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11 r /jbe Partuershi,.a7 intends to isolate 
itself from those consumers by requiring 
that they obtain service from some other 
entity. Under the proposal, the CillU 
time the ultimate consumer whould s!c7 
have the option of purchasing cellu ar 
phone services directl:L from the carrier 
is when a buisness ~1c7 desires to 
purchase in bulk quant~ties under the 
tariff.'" 
According to Dynatel, under applicant t 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 
from the Partnership and release them to Dynatel as' needed" 
but all billings for the service will be by P.MA and not Dynatel • .. , 
Other resellers W'ill either have to develop agents:': or deal 
directly with the consuming public. In either case:, according 
to Dynatel, tbe ultimate consumer deals indirectly with the 
Partnership through a reseller the same as with PMAts proposed 
operations. 

Finally~Dynatel asserts there is a great pent-up 
demand for cellular service and were the Commission to accept 
staff's suggestion that Los Angeles cellular telephone service 
be activated on a wholesale-only l~ited basis will cause untold 
hardships upon Dynatel due to the activities it bas already 
engaged in to expand its bus iness operations, and the f1nanc:;ul 
commitments it has made for its entry into- the cellular'market. 
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Position of Executive 
Executive states that on or about October 1, 1983 

it signed a~ authorized agency agreement with PMAfor the purpose 
of selling, as a nonexclusive authorized agent of PKA, cellular 
radio service and to sell or lease, install, anct;'provide se:viee 
and maintenance of equipment necessary for such serv1ee£or.the 
subscribers. The amicus c1Jtiae brief was filed in support of 
the agency concept which will allow PMA to offer the sales and 
service through authorized agents. 

Executive asserts that given the fact tbat a great 
demand for cellular service exists" the agency method of selling 
andserv1ci:;z.g 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 customers.w11lbe 
deali'Dg with a local businessperson motivated to providesen?-ce 
and more efficient response time. Furthermore, such an agent will 
be able to p%ovide information and products which are more 
pertinent and consistent with local needs and· tailor his.; service 
to meet those needs. In its brief, Executive detailed. its 
marketing and development efforts to date and eoncludes.~y 
requesting that this Commission recognize the public need which 
exists for the cellular system and the importance and v:Labi11ty 
of the use of· sales agents· for the purpose of serviug the public. 
with· this product .• 
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Discussion 

With the myriad assertions relatin9 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. S·iJnply 
s~ated, a viable resale plan is required to foster compe~ition 
and mitigate any adverse effects of the early entry into the 
cellular marketplace of a wireline carrier in advance of a 
nonw1reline carrier by providing a means whereby a nonwireline 
carrier may enter the cellular marketplace as a ~ fide 
competitor in a limited 'tole before it has obtained a license 
to provide such service •. It is axiomatic that such an objective 
can be achieved only if the resale service opportunity .provided 

I . 

by the cellular entity does in fact constitute a viable business 
opportunity for such' a nonwireline: carrier. As prev~ously 
discussed, staff, ICS/MCI, and Allied are in complete agreement 
tha: the resale plans. proposed by applicant do not provide 
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 requiring resolution are: 

1.. The c:ertifica~iol'1requirements for 
the reseller. . 

2. The provision of both wholesale and 
retail .serv1c:es by certificated 
cellular carriers. , 

3. The full costs ofprov1ding who·lesale 
service. 

4. Rate design for wholesale and· retail 
rates .. 
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s. The impact of cellular service on 
IMTSs. 

6. The role o~ p~~ agents. i 

The FCC intends, and this Commission concurs, that a 

vi~le resale ~lan will permit a nonwireline carrier to enter . ,'" . , 

the cellular marke~place in a limited role prior to obta~inq 
the necessary regulatory approval to provide such service on its 
O't·1:'l. Such nonwireline carriers are q,enerally certificated 
utilities. Furthemore, in accordance with the provisions of 
prJ' Code Sections 216():», 233, and 2'34, resellers are pul:>l~e utilities 
s~ject to this Co~ission's jurisdiction. 

Section' 23:3 c1e~:j;nes telephone line to include " ••• all . 
. ' 

conduits, duets, poles, wires, cables, instruments, and appliances ••• 
o\mee., controlled, operated, or managed in connection with or to 
fa.cilitate cOI:Qunieation DY telephone ••• 11 Section 23~ defines.a 
telephone corporation as includinq Ifevertcorporation.:·or. person 
o't.::ling, contro·llinq, opera.ting, or I:tanaginq any' telephone·line. £or 
cocpcnsation within this State..... Section Z16(bl states:'.' " ••• 
Whenever any ••• telephone corporation ••• perfor.ms. a service or 
delivers a cOmrloaity to' the public or any portion thereof for 
which any cocpensation or payment .whatsoever is received, such ••• 
telephone corporation ••• is a public: utility subject to the. juris
diction, contrOl, ana regulation of the COI:U:lission.:and .the' provisions 
of this part ...... 
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Under these circumstances, it therefore follows that 
only certificated utilities should be permittedtb, 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 ~:: 

existing operations to include cellular service by an appropriate 
advice letter filinq 0·£ the proposed cellular service tariffs. 
In this respect, it should be noted that at the present time 

" 

there are two nonwireline entities competinq for FCC.authoriza-
tion to provide 'cellular service to the LA SMSA. With the i 

availability of a viable resale plan, the unsuccessful'can4idate 
can still enter the cellular marketplace as a reseller~ It is· 
not intended that the requirement that a resellerbe a certificated 
utility preclude.larqe organizations from purchasing' cellular, 
service in hulk 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 enqaqed in the provision, 
operation, ~~d/or maintenance of CPE cellular equipment from 
expandinq their cellular involvement t~ encompass operations 
as a reseller. Consequently, while we will still require prospective 
resellers to, file an application for a CPC&N under the Commission's 
Rules of Practice ana Procedure, we' will ex~rcise' our ,o.p~ion: to
qrant sueh cert:i.ficates on an ex parte basis to the ,maxim'UlU extent, 
possible • 
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i 
A large portion of applicant's presentation and 

I 

argument subsequent to the issuance ofD.83-06-080 addressed 
the con'cept that the Partnership should provide c:ellular service 
"in bulk" as a wholesale-only business. As previously d'1scussed 
in the parties' positions. it is proposed that P.MA under contract, 
with LACGSA provide only wholesale service to- resellersincluding 
PMA's retail division. Applicantenvlsions the resellers as 
unregulated entities which. will establish retail r'ates in

accordance with the ma-rketl>lace. As stated. we ,will ;>permit 
neither unregulated resale of cellular service nor the operation 
of the Partnership by contract betweenLACGSA aud PMA. Further
more, the record is quite clear that. at least until such time 
as nonwireline carriers commence operation as cellular 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 so' as to· make certain of the proper 
allocation of costs between wholesale and retail operations 
necessary to ensure adequate retail sale margin! to provide a 

, . 
viable'reseller business opportunity is to, establish bothreta11 
and wholesale ta~1ffs for the Partnership. Ourassumpt1onof 
jw:isd1ction over both wholesale ana retail operations of the 
Partnership will se~e a twofold purpose. First of all, the 
tariffs we will authorize will proviae ,sufficient returns on the 

, , 

retail rates to provide a viable business opportunity for the 
reseller and thereby preclude the wire11ne carrier from pricing 
competitive nonwireline carrier resellers out of, the market' 
and, secondly, will, as noted by staff. help ensure the financial, 
viability of the Partnership, by retaining theprof!ts within 
the :'Partnersh1l>_ 
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According to the testtmony of applicant's witness 
Steuernagel, the retail rates used for the various feasibility 
studies ~ere 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 costs were , 
fully covere4. The establishment of wholesale and retail rates 
in this manner resulted in market-determined prices rather than 
cost-determined prices. 

In response to a staff request during cross-examination, 
applicant's witness Jeff Chessher provided a summary of the 
access, usage, service establishment, and common cost elements 
for wholesale service. This study showed 4 tot~l 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 mouth .. 
To this would be added 8.9¢ per minute were the wholesale common 
costs allocated 1001. to, the access costs. It, 8hould 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 IeS/Mel and 
for a hypothetical reseller with 60'7. of the market by applicant 
and staff. The retail operation ~xpenses included in these 
studies consisted of the wholesale cost oftbe service prOVided, 
billing expense, bad debt expense, and market,: support .2l Also, 

~I the billing expense, bad debt expense, and market expense 
totaled $6.82 per customer ·per month • 
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shown on these stud1es were 1ncremental nonrecurring investment 
costs per customer to the carrier consisting of $100 per customer 
advert:!;~ing, $50 per customer sales, comm1ssion~ anc!$:15, per 
customer service establishment. Thp.se amounts were formulated 
by applicant and adopted by staff and leS/Mel for, illustrative 
purposes. The record indicates that such costs do not cover 
the full costs associated with the provision of retail,cellular 
service. Excluc!ed are such: essential expenses as labor, 
utilities, office space, and insurance. The incremental income 
statement submitted by witness' Steuernagel indicated an ~ 
pretax return on sales for a hypothetical reseller purchas ing 
cellular service on applicant's proposed wholesale tariff. 
This 81. return was based on, the maximum avs.ilable, discount, . , ' . 

i.e. more than 1,000 subscribers with a three-year contract, 
and on estimated usage of 320 minutes of peak t'ime and, SO.,minutes 
of off-peak time per month. 

Testimony presented by IeS/MCl indicated a margin of 
2.51. for a reseller having fewer than 1,000 SubscTibers ,using 
service 200 minutes a month and 4.97. for a rese11erhavingmore 
than 1,000 subscribers using service for 200 minutes a montb. 
For resellers with subscribers using service for 400 minutes a 
month, lCS/MCI's testimony indicated a 3.11. return for less, 
than 1,000 subscribers and 5,.07. return for more than l~OOO 
subscribers. The inc~me statement for a hypothetical reseller 
with 601. of the market presentee! by staff showed a first year . 
loss of ,$411~593 (negative 4.61.) if the rese11erdoes not 8ign 

a three-year contract and thereby receive a 41. discount .. , 
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According to witness Steue'C"Qagel, if the alt'ernate 
wholesale tariff were used for computing the cost of goods sold, 
the same hypothetical reseller would earn a net income of 
$420,160 or 4.651.. Similarly, the use of the alternate whole
sale tariff in computing ehe incremental income seatement with 
applicant's assumptions would yield a. pretax return on sales 
of 13.801.. Staff witness Bumgardner notes that applicant's 
showiDg indicates a rese1ler's profit margin of 87. under the 
best possible 'circumstances as compared' to a Partnershippcof1t 
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 spec iflc tariffs to 

• 

be authorized by this order. The format of the wholesale rate 
proffered for Commission consideration by applicant on. the last, 
day of hearing appears to,be generally acceptable to the parties 
to the proceeding and to· conform to standard' tariff construction 
for this type of service. Consequently the format, 1£ 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. Y Furthermore, the record supPorts 

, , 

the proffered retail l~vel of rates on,the basis. of market, survey 
data indicating, such a level- will be' aceeptabl'e to., prospective 

, t. , 

customers. Consequently.we will adopt suchs. rate on, 'aninteitm 
basis. 

6/ We, will authorize the applicant to file tariffs consistent with 
Appendix A, attached, on or after the e,ffective date of this order. 
The remainin9 tariff sheets, dealin9 with rules, forms." maps, and 
the like should ce prepared by the applicant in.aecordancewith 
General Order Series,96 (GO 96), and transmitted promp:tly by 
Advice Letter to -the Commission s,taff for review, and. filing as, 
prescribed by GO 96·. 
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Raving established the retail rate. it i8 necessary 
to provide a wholesale rate at a low enough level to provide 
sufficient margin to constitute a viable business opportun£ty 
and high enough to provide an adequate return for' the .' Partner
ship. 

According to the record, a hypothetical reseller with 
601. of the market who, did not sign a three-year contract and 
receive a 41. discount would· have. a first year pretax profit 
margin of a negative 4.561.. Modification of the original 
wholesale tariff as set forth by applicant on the last clay of 
hearing would increase the pretax profit margin for the. first 
year's operation to- a positive 4.657.. This 1s\ still less 'than 
the 87.' pretax profit margin computed by applicant and espoused 
by it as sufficient to constitute a viable business opportunity 
for a reseller. A further decrease of 4.421 in the wholesale 
rate would raise the pretax profit margin for this hypothetical 
reseller to 8~ .. 307.. We will accept this as an adequate margin 
to constitute a viable b,",:siness 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. 

I, 

I 
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Table I 

YEAR . 1 INCOME STATEMENT 

Hypothetical Reseller with 607. of Market 

Retail Revenue: 
Access 
Usa.ge - Peak 
Usag~ .- Off Peak 

Total 
. Cost ·ofGoocls Sold: 

Access a/ 
Usage=- Peak b I 
Usage. - ' Off~ak s.l 

Total: 
Operating Expenses: 

»illiug. , 
Bad Debt 
Marketing,Support 

Total'., . 
Incremental Nonrecurring 

Investment Per Customer: 
Advertising Cos'ts 
Sales'Commission: Costs 
Service Estab ~ Costs, 
Less:, ,Service', Estab,. Rev. 

. Total 
Net Income 
Pretax Profit Margin 

Original 
M-$ 

$2,106-
6,044 

88'5' 

$9,035·' 

$l~711 
5,753' 

841. 
$8,305, ' 

$ 193· 
4S 
76 

$ 314 

$ 720 
360 
lOS 

!360) , 

$ 828-, 

$ (412) 

(4.S6)~ 

(Red Figure) 

Modified. 
1'1-$ " 

$2-,106· 
6,044 

885 .... 

$9,035 

$1,5st,' .' ' 
S,139:-

752' 

$7,473 

$ 193 
45: 
76 

$ 314'" 

$ 720 
360 
108: . 

!360) 
$ 828:. 
$ 420" 

4.651-

AdoJ)ted _ 
H:$ 

$2,106 
6,044· 

885 

$9,035 

$1,512 - '. 
4,912 .. 

719- . 

$,7,143· • 

$' 193 
4.$: 

-76,' 

$ .314 

$ 720 
360 
108 

. !360) 
$ 828,' 

S 7!S0 
8.3ot 

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

~/ Original min~200,000 minutes; others, 20,000 minutes. 
sJ OrigiDal minimum· 20,000 minutes; others, 2,000, minutes. 
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f. ' 

The following tabulation sets forth the return on 
equity for the Partnership for the first three years of operation 
at the 'original who,lesale tariff. the modified wholesale tariff, 
and the adopted wholesale tariff: 

Equity Capital 
Return on Equity: 

Original Tariff, 
Modified Tariff, 
Adopted Ta.riff 

Year 1 

$21,735,000 

(a~;37)1. 
(2'~,.03) 

(3:~3:l) 

Year 2 

$32' ,415" 000 

26.621. 
20.94 
18.44 

: '" (Red Figure) 

Year 3 

$52,497,000 

26.941. 
21.53"', 
19.19' 

The adopted tariff returnson eqUity computations are 
set forth in Table II. I~ will be noted that by Year 2 the 
return on equity will be l8~441. 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 Partnership by requiring,' the 
submittal for Commission review of a comprehensive results 
of operation report, covering the first 12 months of operation, 
to 'be submitted. within 120 days from the completion of the 

first 12' months of operat'ion • 
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• Table II 

Los Angeles SMSA Ltmited Partnership 
Cellular Service 

PRO FORMA INCOME SKEET 
Pre-

operative Year 1 Year 2 
(Tnousand of DOllars) 

Year·3, - ~ 

Total Revenue $ .0 $12~O55 $37~928· $S8~674 : 
Expenses: . 

Administrative 5,228: 5,625- 6,141 . 6~677 
Billing Expense 0 493 1,338: 2 t 156 
Depreciation and 

Amortization 0 1,474 3,942 6,815; .. 
Marketing· 250 1~206 1,296 1,319' 
Operations 511 1,789' 5,912' 10,311 
Facilities 1,834 2,925·. 72S6 10,858 , 
State & Local Taxes 0 245, 1.542' 2.567 

Total Expenses 7,823: 13,757 27,427 40,703 . 

• Income before Taxes 
& Interest (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-

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 21~73S 32,415, S2~49i' 
Return on Equity (12.17) (3,.31) 18.44 19.1~ 

(Red Figure) 

. \ , . 

• 
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lrle appreciate Allied's concerns relating to the impact 
of the proposed cellular operations on either Pac Bell's IM!S 
or on existing Rees. We do not believe, however. that many'exist

iug mobile radio, customers will tmmediately abandon their present 
systems and switch to cellular service. We say this not only 
because of the high cost of switching systems and relatively. 
greater coverage of.the existing units. but· because there really 
is no great incentive for· existing customers to shift their 
service. The prtmary objection to the present mobile radio 
operations is the overcrowding of the facilities. This condition 
should be substantially mitigated by the new "TV" 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 capac ity of the equipment of existing RCCs" and 

the service should improve possibly to the point where existing 
customers will have nO incentive to, switch to,cellula't" service 
at least for some t~e. Furthermore. many of the existing RCCs 
will expand their current mobile radio operations to, include 
cellular service a.nd thereby mainta-in thei'!' economic viAbility. 

In addition, by mandating the Partnership to' provide 
retail as well as wholesale service. we have largely mi,ti9ateQ~i 

Allied's concerns about the· antitrust aspects of adual'dlstri-
butiou system. .' 

Unc1er existing FCC regulations the carrier furnishing: , 
cellular. service cannot furnish the term:Lual equipment. Under . 
the.' assumption that the retail division of PMA would actin the 
capacity of reseller, PMA. has apparently signed agency contracts 
with various corporations who, would sell. insta.ll. and maintain· 

. I 

the terminal cellular equipmeut. As previously stated,. we will 
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certificate the Partnershi~ with either LACGSA with a full and 
adequate staff or P.MA as the general partner. In neither ease 
will the genet'sl partner of the Partnership be able to provide 
the terminal cellular equipment. Consequently the existing: 
agency contracts can remain in effect if PMA 1s the general. 
partner or can be transferred ,to· IACGSA should, it remain, as 

the general partner. In either ease the status quo will be. 
maintained and neither Executive nor Dynatelwill be injured 
by our.aceion in this matter. 

VII - INTERCONNECTION AF.RANGEKENTS 
General 

The proposed cellular system will interconnect with the 
. public switched telecommunications network (network) via inter
connecting facilities called central office connecti~ circuits • 
The connections between the Mobile Telephone Switching Office 
(MISO) and the cell sites are via four~ire voice grade ehaunels~ 
called radio landlines, provided by the telephone company. One 
such radio landline is required· for each cell site channel. In 
addition, twofu11 duplex voice grade data channels are required 
between the MTSO and, each cell site to carry,eell site status 
and control information. It is proposed that the Los Angeles 
wireline cellular system will be interconnected' wieh the network 
via. six electronic' switching (zone) offices located at Shexman 

1 

Oaks, South Pasadena, Los Angeles-Angelus, Los Angeles-PlymoUth. 
Riverside-Arlington, a.nd Orange. These six zone offices have' 
telephone numbers assoeiated with the three numbering plau'areas 
(NPA) in the Los Angeles area., i.e .. 213:, 714, and 8:18 •. Under the 

,~\ . ,t 

above arrangement the'MTSO will be connected to' a Class 5 offIce.' 
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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, tbe'above
described interconnection 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 
is 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 to comple,te 
the call. 

This witness further testified that another advantage 
of the proposed system is that a customer ,can select telephone' 
numbers'in anyone of the three NPAs andtherebymintm1ze the 
cost for that customer from the lanc!line to his mobile'unit • 
Another advantage of the proposed interconnection'system testified 
to by this witness was minimizing the multimessage unit charges 
to' PMA by causing the call to- go to, the zone office c,losest'to 
the terminating user. 

Applicant notes in its brief,that there is nothing in 
its request for its interconnections that is in anyway binding 
on any other carrier. Such interconnections are, according,to 
applicant, a subject of negot1.a.tion between the involved cellular 
service carriers and wireline carriers. 

During the hearing on this matter, according to, the 
record, there was a. connection and traffic interchange agreement 
in effect between The Pacific Telephone and Telegraph Company, 
and, AMPS.. This contract was entered'into as an expedience. so' 
that facilities for the cellular system could be 1mmed,iately 

-69-



. (, 

• 

• 

• 

A.83-01-12 ALJ/em.k, 

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 General 
Telephone Company of California (General) and AMPS-, however, 
related specifically to' cellular service. 
Position of Pac Bell 

Pac :sell 'asserts that the evidence submitted shows it 
will provide interconnection facilities 'under';tar1ff for 
applicant and for any other authorized cellular carrier. 
According to Pac Bell, the evidence presented established that 
Pac Bell is providing interconnecting facilities to applicant 
under a conneetion and traffic interchange agreement, but·, that 
the majority of items covered in that agreement are tariffed 
items provided at tariffed rates. "A few of the items are not 
under tariff but are provided under the same terms and, conditions 
that they are provided to other RTUs in California. 

Pac Bell notes that among the items covered' in 
Attachment II to the connection and traffic interchange agreement 
are new 2000 series channels, recently approved by this Commission 
when submitted under Advice Letter 14652, which were des1gned by 
Pac Bell to meet applicant's requirements. The type 202'1 channel' 
is for use· between the Ml'SO: .and a· cell site a.nd the type 202$ 
channel is for use between the MTSO·· and tbe utility central 
office. 

'I, 

Pac Bell notes that its witness. Normington testified· 
that Pac Bell has not precluded any method of servicing other 
cellular carriers and w~ld discuss with radio carriers the 
possible connection arrangements to be included !nits new 
comprehensive tariff to be filed in early 1984 • 
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Position of Staff 
Staff position 0''0 the interconnection 01£ 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 interconnection with a noncellular RIU, and recommended 
that the agreement be redrafted, in its entirety and resubmitted 
to staff for review. A new interconnection agreement was· 
subsequently submitted and, upon review, st~f has found it 
to be satisfactory. 

With respect to the General agreement, this witness 
stated that some supplementary information 1s required to 
explain the basis. of the rates and charges tmposedby General. 
He further testified that interconnection agreements appear to 
hfm to be subject to- PO Code Section 76&!' when two' California-' 
certificated carriers are the parties, and no model agreements 

71 PU Code Section 766 states: -
"766:. Whenever the commission after a hearing 
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 conversations,. 
and that public convenience and necessity will 
be served thereby, or finds that two or more 
telegraph or telephone corporations have failed 
to establish j oint 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 

(Continued) 
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proposed by other bodies are necessarily effective in thepreseut 
regulatory environment. It is staff's view that tbe Commission' a 
authority under PO Code Section 766 is the mechanism for assur1ug 
the required equivalence of interconnection proyided to 
"wireline" and "nonwireline" cellular carriers in a given area. 

This witness further noted that the Commission prefers 
tariffs as opposed to contracts for the great majority of 
applications and, consequently. the majority, of the 'O'nifoxm 
Service Order Code items in the Pacific' interconnection a9reement should 

be tariffed if it is at all reasonable to do, 80'. 

zJ (Continued) 
'reasonable, except where the purpose of the 
connection is prfmarily to secure the trans
mission of local messages or conversations 
beeween points within the same city, or city 
and ,county. The commission may, by order, 
require that conversations be tra.nsmitted and 
messages transferred over such connection 
under such rules 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 
by the commission over such through lines, 
the commission may after further hear1~~ 
establish such division by supplemental 
order." 
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Position of ICS/MCI 
, D. W. Ackerman, vice president-planning and business 

clevelo'pment for MCl Air, testifying on behalf of IeS/MeI, 
stated his belief that the MTSO should be interconnected with 
the landl1ne 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. According to this witness's test~y, 

f . 

a cellular system can perform all of the necessary functions 
normally associated with a Class 5 office including billing, 
switching, connecting to subscribers, and rout1ngof calls. 
By connecting a cellular MTSO into the 'Cetwork 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 offices, both landline and mobile, 0%' 

local tandem offices. 
Among'the advantages of interconnecting a cellular 

MISO as a Class 5 office, cited by this witness, are that a' 
cellular carrier would be able to design its interconnection 
to the loeal network on the basis of aetual traff:Lc:patteras; 
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, according 
to the test,1mony, where a MTSO is cotnlected to. a Class .s office 
routing of traffic it; depenclent upon the networking confisura
t10ns determined solely by the local telephone company. As' a 
result, all cellular traffic is routed first throughtbe 
Class 5 office connected to the MlSO and routiug and trunk1ng 
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eff1ciencielJ are not maximized. Furthermore_ such an 
intercon~ecl!:ion arrangement would require the Class S switch to 
perform a slecond and unnecessary switching function for each 
call. In addition, the loss of some interoffice circuits does 
not result in a total cellular system shutdown siuce alternative 
coxmnunic,ation paths are available through connections to other 
Class 5 Or tandem offices. 

In addition, according· to the record, by ass1gning 
. , 

Central Office Codes (known as NXX) to the MTSOs: in the same 
manner as end offices a flexible numbering plan can be developed 
and tmplemented· by cellular system operators which will provide 
for ease of operation, the proper routing of inward calls_. 
advanced number assignments, improved administration of. billing 
systems, improved roamer ident:1fication of the home MTSO_ and· 
ease of implementation of automatic station identification into 
the mobile equipment itself. 

The deep concern of IcslMClis that a nonwireliue 
carrier may be precluded or frustrated in its efforts to: obtain 
the type of interconnection arrangements it requires .to provide 
its own competing cellular se'rVice. The basis for this conc,ern 
1s that interconnection can only be obtained through the local 
telephone companies and' Pac Bell is controlled by Pac Tel which 
also controls PMA, i~e. the nonwireline carrier must obtain' 
interconnection from the same corporate family that both controls 
the competing cellular system and also exercises'. bottleneck 
control C1'!er the.essential facilities requ1red.by the nonwire11ne 
carrier • 
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ICS/MeI argues that while Pac Bell has filed one 
advice letter and contemplates the filing of tsr1ffs,that would 
encompass cellular interconnection, it has apparently not 
considered the nature of end office interconnection requirements 
and did not indicate that its tariff would include such arrange
ments. Pae Bell's apparent reluctanee to fully address the issue 
affords the nonwireline carriers little assurance that its 
interests will be fully advanced. 
Discussion 

One of the basic parameters of utility operations 18 
that it provides the specific type of service requested by its 
customers to the maxfmum extent possible. The record 1s quite 
clear that the interconnection service to be provided applicant 
by Pac Bell and/or General is preCisely what applicant desires. 
ApF'licant 's chief engineer testified at length on the advantages 
she perceived with the interconnection arrangements established: 
for the l..os Angeles cellular system. We are satisf:l.ed that the 
interconnection arrangements are well desigued£or the proposed 
cellular operations. Tes,timony presented by ICS!MCI . indicates 
its pref~rence for alternate arrangements whereby .the MTSOwill· 
be connected as a Class 5 or end office rather than to- a Class S· 
office. Such an arrangement for ICS/MCl is a matter for 
consider~tion at the certification hearings for IcslHcl when 
and if they come to fruition. lCS/MCI can tes·t assured that 
our acquiescence in applicant's proposed interconnection 
arrangements in this case will not in any way mandate similar 
arrangements for other cellular carriers. 
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Position of PMA 

VIII - DIRECTORY LISTINGS AND 
OPERATOR ASSIStANCE 

According to the testimony of FHA witt1ess Everett~ 
the availability of directory assistance will be the same for 
the mobile user as for the landl1ne user. The mobile user will 
dial 411 for direc'tory assistance in his homeNPA and' I-NPA-SSS
l212' for directory assistance in his chosen NPA. When a mobile 
user originates an operator-assisted call, the operator will 
handle the call stmilarly to a call originated from a coiuless' 
public phone. The mobile user will nee~ a telephone' company 
credit card number, a third-party bill1Dg number, or a termfnating 
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 wireliue companies to provide mobile directory listings. 
Directory listings will be provided in the wireline telephone 
company's directory for an additional charge'to end' users upon' 
request. However~ because the -mobile end user is charged for' 
air time 0'0 all calls, AMPS expects a low percentage of its 
end users to have their num.bers, listed,. 
Position of Staff 

Staff believes applicant has made an adequate showing 
c. 

with respect to directory listings. It recommended that ,.face 
it 1s possible for a subscriber with recycled numbers to receive 
wrong number calls resulting from outdated directory listings, a 

tariff provision be included providing for the reversal of such 
wrong '01.1IDber charges., 

-76-



,. 

• 

• 

A.83-0l-12 , ALJ/emk 

Discussion 

,·The record, is clear that the availability of directory 
assistance will be the same for the mobile user &8 for the . . 

landl1ne user and, therefore, satisfactory. Furthermore, the 
contemplated procedures for operator-assisted calls appear to 
be entirely reasonable. Staff suggestion that a tariff ~ 

provision providing for the cancellation of wrong number' calls, 
resulting from outdated directory listings appea%'s reasonable 
andw1l1 be adopted. 

IX - CELLlJLAR EQUIPMENT 

Position of PMA 

Finding 30 of D.83-06-0S0 states: 
"30. Applicant should be required to present 
the actual costs, terms and conditions, and 
ttming 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 
predivest1ture funding. tt (M!meo. p. 39'.) 
In response to, this finding, PMA witness Everett 

presented a copy of the general sales agreement between Western 
Electric and AMPS. Such agreement, together with accompanying 
testimony, detailed costs, terms and conditiOns, and timing of 
the cellular equipment purchases. !he testimony also ,indicated 
that in the predivestiture period, AT&T will have paid approxi
mately 821. of the Western Electric costs and, 831. of the $19' 
million total cost for the Los Angeles Partnership. system,. 
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Position of Staff 
Staff believes that applicant has made an adequate 

showing'with respect to detailing the costs, terms and conditions, 
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. ,30 
of D.83-06-080. 

x - ROAMER PHONES 

Gene'r'al 

A roamer is a user of a cellular mobile service in an 
area other than his home service area. The FCC genet'ally 
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. 
According to, this testimony, it would first be necessary 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 
lO-digit telephone number. the landline users in the roamer's 
home system would call that lO-digit number to access the MTSO 
in. the Los Atigeles system. The Los Angeles MTSO . would· check to' 

see 1£ the NPA/.NNX code is acceptable and, if 80, the originating 
caller from the roamer's home system will get a second, dial tone 
and will then dial the roamer' 8 mobile home system· number: using] 

~' . . 
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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 is only 
necessary for him to give his NPA/NNX number. assumiDg he is 
not a fraudulent user. to place a call. 
Position ~f lCS/MCl 

ICS/Mel 's witness Ackerman touched on' roamer service" 
in his testimony stating tba~ the automatic routing of calls 
involving roamers and the quality of service received by them 
will be of a· higher quality if the MTSO operates as a Class' 5 
office in the networking hierarchy. 
Discussion 

The above-described provision of cellular service to 
roamers appears to be reasonable. As pz:oeviously 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' 
matter the divestiture of AT&T and its subsid:Larieshas 'been 
completed as follows: the Pacific Region Holding Company is now 
known as Pacific Telesis; the Pacific Region Cellular Company. a 
wholly owned subsidiary of Pacifie Telesis. is now known as' 
Pac Tel Mobile Access; The Pacific Telephone and Telegraph 
Company is now Pacific Bell. a wholly owned subsidiary of 
Pacific Telesis; and' AMPS. as the general and, a limited partner 
of the Partnership. has been replaced by Los Angeles ,CGSA. a 
wholly owned· subsidiary of Pac Tel, Mobile Access • 
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2. The source of funds for the construction of thec:ellular . 
system 18 6S~ from· AT&T prior to Janua~J1, 1984 and from Pac Tel 
subsequent to January 1, 1984, .207. fran G'lE Mobilnet, 10% from 
Continental, and S% frcm 'OS Cellu lar • In the event that one or 
more of the limited partners declines to participate in the 
funding of the project, the remaining Itmited 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 
m of Western Electric costs and 831. of the $19.1 mill1ontotal 
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-b!ll1on 
assures the overall financial integrity of the proposed cellular 
system. .' 

5. Sin:e funding is advanc;td 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 organization consisting of three PMA 
employees acting as the corporate officers, _ no- specifically 
assigned personnel, and all-ofLACGSA's operationS being perfo:rmed 
by PMA under contract. 

7. PMA as the general partner •. 1n the Partnership would 
fullysatisfy-tbe FCC separation requirements. 

s.. LACGSA as a fully staffed. viable, and self-sustaining 
entity ace1ng as the general partner in the Partnership would 

. -

fully satisfy the FCC separation requirements. ' 
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9. With FHA operating the 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 1'0. the record :Lnd,1cating either 
the existence Or magnitude of economies resulting from the i' 
centralization and the accumulation of relevant experience at 
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 det,ermination of the appropriateness 
of costs and expenses and ensurle that cross-subsidlzation and/or 
misallocations do not oecur. 

12. The FCC has asserted federal primary Jurisdiction with 
respect to technical standards, public need, and'the competitive, 
market aDd has reserved to the states' jurisdiction the chaxoges" 
claSSifications, practices, services, facilities, and/or 
regulations for services by licensed 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 a wireliue.earrier in advance of a 
nonwireline carrier by providing a means of early entry iuto, 
the cellular marketplace for the nonwirelinecarrier. 

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 fide competitor. 

15. Resellers should:, be certificated utilities subject to 
this Commission' s jurisdiction. 

16. At least until such time as nonwireline carriers 
commence operation as cellular utilities, the wireline carriers 
will dominate the retail market and effectively establish price 
ceil1ngs for the resale of cellular service • 
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• 
17 • The Partnership should provide retail service as well·. 

as wholesale service. 
18 •.. The retail rates forming the basis for &pplicant' B 

feasibility studies and set forth in Exhibit 39 are . 'based on 
what market research information indicated would be an appropriate 
price to cbarge 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 4.561. under 
applicant's original proposal, 4.651. under applicant's modified 
tariff, and 8·.301. under the adopted rates. 

21. The adopted wholesale rates should provide the 
Partnershit>'s year 2" wholesale operations a :return on equity of 

• 
approximately 18:.441. which is: reasonable in light of the pre
operative and year 1 negative returns. 

• 

22. Cellular service for the LA SMSA will not have an 
unreasonably adverse effect on the operations of existing RTUB 
on Pac Bell's IM!S operations. 

23. The operations of the Partnership as certificated by 
this order should not have an adverse effect on agents engaged 
in the sale, leaSing, and maintenance of CPt cellular equipment. 

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

25. The.interconnection arrangements to be used for the 
Partnership should not be considered as mandatingstm11ar 
arrangements for other cellular carriers. 

26. The availability of directory assistance will be the 
same for the mobile user as for the . land 11ne user • 
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27. Applicant's contemplated procedures for operator-. 
assisted calls appea~ reasonable. 

28~; There should be a· tariff provision:. providing for the 
cancellation of wrong number calls resulting from outdated 
directory listings. 

29 .. Applicant's proposed provision· of cellular service to 
roamers is reas.onable. 

30. Applicant ·should submit a comprehensive results of 
operation report covering its first l2 complete· months of 
operation'within l20 days of the end of the period covered. 

31. This decision should be issued on an interfm basis 
to :.exped1te the hearing process should the study discu8sed in 

. . 

Finding 30 indicate a need to, revise the authorized; wholesale . 
and I or· retail rates. ' 
Conclusi.ons of Law 

1. Because the amount of funding required for tb.eLA 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 has' jurisd1ct·ion over the operations of cellular 
resellers. 

4. This 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 retail operations~ to preveut &uticompetitive· practices, 
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and. to ensure 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 tari£fs set forth in 
Appendix A should be adopted on 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 should' be granted to the Partnership to become 
operative when LACGSA becomes fully staffea ana self-sufficient 
or is replaced as the general ana a limited partner in 'uhe' 

Partnership by P!~. , 

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

10. Because of the immediate need for the semce the 
order should 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 t~ the 
provision of law that the Commission shall have no powert~ 
authorize the capitalization of this certificate of public 
convenience and necessity or the right to own. oper&te~ or 
enjoy such certificate of public convenience 4nd·necessity in 
excess of the amount (exclusive of any tax or annual charge) 
actually paid .to. the State as the consideration. for the .. issuance 
of such certificate of public convenience a.nd, 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 Partnershipc (Partnership) 
to construct 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 seheclules including the rates, 

charges and condi.tions set forth in Appendix A attaChed to th;s. ~order. ' 
'Ibis filing shall ccmply with the General Order Series:, 96,. 1he effective elate 

of the re-r...sed schedules shall be fiw day.; after filing. 

3. Partnership, shall immediately notify the Commission 
in writi-og when either La's Angeles CGSA, Inc. (1.ACGSA) becomes fully 
staffed and entirelyself-suffic:lent or when Pac Tel Mobile 
Access replaces LACGSA as the general and a limited partner 
of the Partnership .. 

4. " Partnership shall immediately notify the Commission 
'I' . I 

in writing of the date it commences. providing cellular service 
,to the general public. 
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s. Within l20 days after the first full 12 months of' 
operation. Partnership shall subnit to the Ccmnission 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 4 1984 • at San FranCisco. California. 

:1 
\ 

LEONARD M. GRI'HZS. ' JR. 
" '~eSid¢nt, 

VICTOR" CALVO. ~I .... . 
PRISCILLA C.>" GREW' . . 
DON,AIJ", VIAL ••• .,' 

Comm1ss1'onerZil 
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• 
AMPS or applicant 
Partnership 
CPC&N 

PU Code 
ALJ 
D. 
GTE Mobilnet 
Staff 
ICS/MCI 

Allied 

Pac Bell 

• Executive 
Dynatel 
A:X&X 
LACGSA 
PRaC' 
Pac Tel 
PMA . 
Mel-Air 
FCC 
Rl'Os 

Continental 
US· Cellular 
LA SMSA 
Findixlg 
Dn'S 

Western Electric 

• 

GLOSSARY ........ _-----
Advanced Mobile Phone Service, Inc. 
Los Angeles SMSA. Ltmited Partnership 
Certificate of P1.1bl1c Convenience aDd· 

Necessity 
Public Utilities Code 
Administrative Law Judge 
Decision 
GTE Hobilnet, Incorporated 
Commission staff 
ICS Communicat .ions Corporation and Mel 

Communications Corporation 
Allied Radiotelephone Utilities of 

California· 
I. 

Pacific Bell' (The Pacific Telephone and 
Telegraph Company) 

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

Pacific' Region Holding Company 
Pacific Telesis 
Pac Tel Mobile Access 
Me·I Airsignal, Inc. 
Federal Communications Commission 
Radiotelephone Utilities 
Continental Mob11com,~ Inc. 
United States Cellular Corporation 
Los Angeles SMSA 
Findtngs of Fact 
lmproved Mobile Telephone Service 
Western Electric Company, Inc •. 
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CPE 

RCCs 
network 
MTSO 
zone 
NPA 
General 

GLOSSARY -----------
(Mobile) Customer Premises Equipment 
Radio Common Carriers 
public switched telecommunications network (PSTN) 
Mobile Telephone Switching Office 
electronic switching offices 
numbering plan area 
General Telephone COmpany of Caiifornia 

, .. 
J 

, , ,-
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APPEKDIX A 
Pase 1 

:ortmtr.~ RA1'ES, CBARGES;J(!) COImI'nONS FOR c:Er..LUIAR MOBItE ·1'EtEPBONE SERVICE 

Timing o't Calle 

A.. Chargea.ble time ~ar calls or1g1:D&ted 'by a. mobile rad10 unit begins·. 
when aeormect1ou 18 established to the C~ ~ae1l1t1es, and 
ends vlle%)the mobile rad10· \lXI1t d1sco%l%lec:ts, rega.!'dles8ofvhether 
the call is completed. 

~. Cha:"geable time tor ce.lls. received by' a mob1J.era41o un1t "beg1zla 
when the call 1a all8wered and ends when the XIlobUe radio 1XD1t 
diac07.mecta.. . 

c. Usage on each call is rOUXlded up to the :Dext minute tctr bill1ng 
purposes. 

D. 'Wben a connection is established in one rate period and e~ 1n 
another, the rate in eUect tor each period applies to the :portion 
0: the co=ection occurring W1tl:l1n each rate period •. 

Rate Periods tar Usage 

Ap,pl1ca'ble rates are 'based on the time or dq. eJ:Id. MY or week· as . 
tollows: . 

A. Peek Period· 

(l) 7& .. :m. to 7 p.m. - Mo:o~ tbro'U8h 1r1dq. 

(2) The peak per10d tor the :r'ollOW'1:lg hol14ayrs .1s. charged at 
ol':r-pea& ;per1o<1 rates; 

New Year's Day (Janue.:ry ·1) 
Washington' s ~1rthday (tMrd Monday 111 

(February) 
Independence Day (July 4) 
Labor Day (first Monday 1n ~ber) 
~giv1:cg (fourth 1'hursday 1n November) 
Christmas (December 25) 

:B. Ott-Peak Per1od. 

7 p.m .. to· 7 a.m. - Monday tbrough Fr1~ cd all day on Satu:rday, 
Sunday and thehol14ays apec1t1ed above .. 



... '. 

• 

'. 

'. 

A. 83-01-12 wick 

AP.PEND:OC A. 
Page 2 

lM'ERIM:RATES, C.B:ARGES JJfI) CONDITIONS FOR CELLUIAR ~BIIE1'EU:PBONE SERVICE 

RAtES· AND CBARiES (cont' d) 

Retail Serv1ee Pl8.n 

A. Serv1ee Charges 

(1) Serv1ce 'Este.'b11sbment 

To pz'ocess an ard~ for aet1vat1on of 
aecess num'ber, per access XNm'ber per 
order 

(2) C'hIl:Jge' 

To add or remove optional features or 
te~ar1ly suspend service per a 
customer's request, or change in aee~sa 
num'ber e.rteeted :per order 

~. Access Charge 

For each'access nUlll'ber f 
" 

C. Usage' Rates . I'. 

(1) Peak Per10d 

(2) orr-Peak Period 

,I 
.1. 
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APPENDIX A 
Page 3 

i 
::) , 

~ RAT.ES, CHARGES· A1lD CON.OI1'IONS FOR CELtOLAR MjIlILE TELEPHONE SERVICE 

RATES A'Nf) CHARGES (cent' d) 

Optional Fe&tures 

A... Detailed :Bill1:cg 

A supplement to· tl:e montb:~ bill l1st1:cg 
~ional features, usage and toll far 
e&cb access number .. 

Paper co,?.!, :per:pr1nt l1:ae" per request 
M1n1mum charge· pe%'. request 

:8. Call Restrictions, 

(1) Loc:&l NPA 

lio· aent'"'l'eLid cal.l.G ~ be completed 
to points outside tbe local m>A., 3)e%' 
access number arrange4 

(2) Rot ~ 

Or1g1nat1Dg service may 'be. used ~ 
to call one predeterm1ned telephone 
number, per access n':ll:llber ar%'&Xlged 

$ .. 02 
$ 5.00 

.i 
Per Month 

$ .80 

$ 1.15 
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IN'XERIM :RAXES, CHA:RGES JOO) CONDITIONS FOR CELLtlLAR M:>:BILE n:tEPHOn SER'r.!CE 

mES' JJm CE'.ARGES (cont'~.) 

Qpti~ Fea.tures (con~" ~ d:j : ... 

:B. Call ~estr1ct:1ons', (cant' 4) 

(3) Incoming Only 

No outgoing calls mJq be 
eompl.eted.~ ~,aecess 
number arra:aged. 

(4) Outgo1ngOnly 

No 1n-comng' calls v1l1 be 
accepted, per access number 
arra.nge~. 

C. Speed Ce"ing 

Allows selection 01: up to eight 
numbers tor.com;let1ngealls to 
speeifie4 dest1na.t1o:c. us1ng 
shortced.eode numbers, 
per ae~ss number &rranged • 

. . ' 

'1). :o:trectorytating' 
, " 

Each.l1st1ng 'in a. directory 

~1mum Contracts Period 

The lIWUmum contract period tor each i tern provided is one 
month tmless sta.ted elsewhere in this ~tar1r1". 

" 

Per Month 

$ 1.75· . 

.i 

I 

$ 1·75 

, . 
" 

r 

, . .. 

; 

., ., 
" 

'1 
. ~ ; 

0' ; . 

" 't. 
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:mrERIM :RAn:S, C~GES J.Jm CONDITIONS FOR CELLULAR M:>:BII.! tt.LEPH.Om: SERVICE 

REG~ONS (cont'4) 

Rat~s 'tor Fract1onl1l Pmo(!s 

The ehtsrges tor a tractional part ot a montll 'Will be a :proportionate :part 
0'£ the montbly, re'~ charges base4 on ~c a.ctual number ot days ~he 
:service is p:roV1ded. For the pur,pose ot MmiT!ister1ng this regulation, 
~rer.r month1s eonsidered to·hav~ 30 ~ays.. ' 

A. The customer is responsible tor ~en.t or eha.rges for aU services' 
furnished incluaillg, but not limited to, all eaJ.lJ; orig1nated 'by' 
or completed, to· the customer's mobile r8410 unit, as weU as 8ZJY' 
otller charges billed to the custQlller' s a.eces:: n'Cllllber. Charges' are 
based on tarit.f rates and subject to, regulat~ons eftective at the 
time serv1ce is :f'ur.c.ished.. :B1lling tor a.ccess ~, optional. teatures 
is monthly 1n advence or service.. All other eharges a:t"~ billed, at 
the end or the biJ.l.ing :Period.. ' 

.Ad.justmentsfor Taxes, Fees, Etc. 

A. The rate schedUles set torth 1n this taritt do not 1ncla4e any 
amounts resulting 1":rom taxes, te~s, or exactions imposed 'by or tor 
any municipal. corporation or other political sube:tv:tsion or 86ency 
o'! govercment age.in.st the Company, its property or its operations, 
except1:o.g only taxes imposed gener~ on corporations. 

B. The amOtmts result1ng from sucb taxes, tees, or exactions, 1m:pos~ 
against the Company, i'ts property, or its opers.tions,' excepting. 
only taxes imposed generally on corporations, shall 'be billed to, 
itseustomers pro:ra.ta. by the COllZpS%lY as appropmte. ' 

Other C8:rrl.er Charges 

The ~om.er 1s responsible to:pay the Comprmy t:orell toll charges 
reStZlting !rem the or1g1ne.t1011 or mobile eo.lls to',po1nts outside the 
CellUlar Geograph1c Service }Zea, and other charges or ee..Us billed 
to-the customer f s, access number.. These cha.rgesare m ~d1t:ton to, 
the 'chD.rge 'tor t13age. 
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J:N'rERIM :RA!rES, CHARGES »:rD CONDI'l'IONS FOR' CELLtILAR ~BIt.E DLEPaONE SERVICE 

EEGULAXIONS (eont'e) 

Telephone Numbers 

At the sole discretion 01: the Car:r1er, telephone numbers 0'£ eustaners 
wo e1scont:1nueser~ce may be reassigned thirty days mm ~te, 0'£ 
eiscontinuance 0'£ :e%'V1ce. 

Directory Assistance and Operator Services 

A D1reetory assistance and operator-assisted calls will be providea. 'by' 
the local wirel!ne telephone compal'lY as pa:rt or the services it :turxlishes 
to the Company. The customer will be bUled·,tor a:tr ,time or usage at 
the ap,propr1ate ra.te " .. hen c. call, is placed 1'=om. a mobile r&4io umt to, 
direet0X'1 assistance or to an. o.pen.tor. ' 

Direet0ryListins 

Directory l1st~s ... Jill be proVided 1n the wirellne telephone Cailpany's 
direetory tor an a4ditional. charge to custcmers upon %'equest-: 

Bulk and Wholesale Service Plan 

Serv1cePlan 

A., General. 

(1) Tbis service allows 'for the purchase or access numbers· and 
usage on a mon~ basis. A m1n1nN1!1 0'£ 50'a.ecess l1rles per 
eustomer in use at. IJZJ.Y given. time is required. This serviee 
plan. 1sava1la.ble both '£or, large :1n.d!:v1duaJ.u.sers end &lso . 
tor resellers. . , 
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ltt.1!ERIM ~, CHAIiGES· Am) CONDmONS· FOR CELI.'OLA.R MOBIL!! '%EL'E:PHORE SERVICE 

RAtts .AND CHAlGES (Cont' d) 

(2) BiJl1'ng tor access e:o.~ usage 15 montbly 1n advance ot serv1ee. 
200 m1nutes ot usage per access n1Jmber w1ll be bllled :In 
adv&llce, wi th ~ billed at the peak rate and 2~ &t ott-pealc. 
It the cu.atomer r liS actua~ usage cba:'ges 'tor a month differ from 
tbe amouut billed in· advance the CU5tomer w1ll be blll.ed or 
credited the d.1tterence, depending on whether actual. uaase 
charges are more or less than that billed ~ advance. !rhe 
customer Y1ll not be cred1 ted tor usage tb&t 11:. less tban the 
minimums or 1.,OOO m1nutes peak period =d loo m1nutea ott-peak 
tor each bloCk of 10 access lines. 

(3) 

'. 

A magnet1c tape, at specifications determined by the Ccmpany, 
em beprov1ded monthly to· eal:h customer Y1tbout eharge~' %he 
tape identities detalled usage and toll messages 'lor each 
&cce85 n1Jmber, and other charges or e&ll.s billed to- the cuatcmer' • 
access numbers. %he customer 1a responsible tor: ret1J%'n1Dg the 
magnetic tapes to- the Campa:y. 

B. Service Charges 

(1) liUmber Aet~:vat1on 

To process an .order tor aet1vatioc. ot an 
access ' number, pern1D'ber, per order 

(2) Cha:age 

~ addopt1ocal teatu:res or dwlge an 
access number, per aeeess number affected, 
per ol'd.er . 

C. AceeA Cbarge 

(1) For each· access number up to· 100 numbers 
(minimum.· :1n1tlal. order ot5O, and 
subsequent ord.ers 1n blocks otlO numbers) 

(2) 'For each aeeeS8 number over 100 numbers 
(~ blocks or 10 numbers) 

. . 

$10.00 

Per Month 

$34.41 

$32.26· 

r 
I 

.,1 
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IN'ImtIM. RAm>, ~.AM) CONDITlONS FOR CELL'CLA.R MOBILE ~0ftE SERVICE 

RAtES Am) CHA:RGES. (Cout' d) 

D. Usage Rates 

(l.) Peak. Period 

For usage up· to and including 20:.000 mUluteS 
per month (m1u1mum o't l,ooo· m1uutes 
per 10 number block per month is reQ.Uired) 

For usage over 20,000 minutes per month 

(2) O't't-PeAkPer1od 

For usage up to· and including 2',000 m1nu.tea 
per month (m1n1mum ot 100 minutes per 
10 number block per month is required) 

For usage OWl" 2,000 m1:o.utes 

Opt1onaJ. features 

A. Detailed :Bi,,1ng 

A supplement to- the monthly blll. l1st1ng 
opt1ono.l feAtureD, usage 8Jld toll tor each 
&ceeas number. 

Papel" COW, per reQ.uest 

Microt1ehe, per request 

(l) Local·M'A 

No· act-paid eall.a 'mAY' be completed to 
points outside the loeal. JPA, per access 
number. &rl'a%28e4. 

(2) ~ L1ue 

Or1ginating service 'lAY' 'be used CIGly to 
ea.ll one. Pre4etexm1ned tel.cpbone number, 
per access D1D.ber arrange4. 

t", 

Pel.- Minute 

Per Month 

$0.70 

$1.50 
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:nr.rERIM RA!mS~ CBABGES AND· CONDmONS FOR CELL'OLAR MOBILE mBPBONE SERVICE . , . 

RAmS AM> CBABGES· (Cont '(1) 

(3) IncOlZW2g 0:DJ.y 

No outgoing eallG may be completed, 
per access Jl1.1mber arr&nged .. ' $1 .. 50 

(4) Mg01:lg' Ocly 

No in-ccm1z2g calJ.s w1lJ. be ac:;Cepted,' 
per aceess number a.rranged. $1 .. 50· 

c. Spee4 Calling 

AllOW'S aelec:tioc.ot up to- e1gbt numbers tor 
canplet1z:lg·ealJ.s to specified dest:1nat1on. 
using shortened code num'bers, per access 
number a.:rrange4. $4.35 

D. D1l'ectory L1st1zlg 

Each llit1l2g' .ina directory . $2'.50 

'Undertald..ng ot Resellers 

By obta.1n1ng tbese services at the wholesale rates as set forth in tb1a 
tar1tt, the eustcmer who intends to resell these services to the PQbl1c 
agrees to 'be subject to- the jUl"1adict1on ot the Calitornia. Public 
'Ot1J.1t1es Ccmm1ss1on over tbat resale. Service will be provided for 
resale only to resellers holc:1ing a certificate of puolic convenience and 
necessity fran that Carmission .. 

. " 

A~ilability of Service 

SUbject to the teens: and.o:>ndit.ions specified· in this tariff, Cellular R.Xlio 
Telecarmunications. Service will be provided to· any person·, . fim or 
corporation who wants the seryice .. 
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J:If.r.ERIM RA!rES, ~ES Al'm CO:NDITJ:ONS- FOR CELL'OLAR K>BlLE TEU:PB:ONE SERVICE. . " 

The m1'Jl1mUm contraet 'Period. tar each item provided1a one month wl.es. 
stated elsewhere ill this· tar1:rt .. 

A customer 'Will ]n"ov1de 90 4ays advance notice :1n vr1t12lg to the Cotrr;ttJ.rq 
pr10r to term1:nat1o:o· or aerv1ce. tthe customer 1s respons1ble "ror ~. 
ot outstaDd1X1g. chargee. tor the period dur1X1g. 'Wb1chserv1ee vas . rendered .. 
It term1:ca.t:Lon OC:C\2X"S prior to- 90 deys or not1t1cat1on to· the Cotrr;ttJ.rq, -.:., 
the customer·.Vill 'be respons1ble "ror the aecees ebargea' tor the fl1M1-njng: 
xn.1Dlber ot 4a.ys.. . 

Operator asa1stance1s prOVided by the loc:al ~el1De telepboDe. COlDPfJotG" .. 
Sexxt~d· operator-assisted callsa:re not permitted.. ~tQmer. or : 
authorized users can d1a.l 0 or ~ to place cred1t card, tb:1rd·num'ber a:a4 
collect calls. 

The elW'ges tor a :rracti~ part ot a month \I1ll 'be a :P1"0l>0%"t10:aate 
part. of a mont~ recu:r:r"1llg cbarge based on the aetualnum'ber of' 4qa 
the aerv1ee 18 provided. For the purpose of edm1n1ster1llg. this regulat1on, 
every month 18 considered to. ha~ 30 d~e.. 

Payme:;1: or Cbarges 

ThecUS'tOmer 1areaponsible tor pay.ment or eharges tor all .R%"V1ees 
turn1ab!d illelud:1ng, but not l:1:m1ted to, all e.alla or1g1nated by- or 
completed to ~ customer's mobile radio tm1t, as 'Well as &:qotber 
charges 'billed to· the c'UStomer'a aecess number. Charges a:re baaed em 
tar1tt rates aDd· subject to· regulations effective attbe time aerv1ce 
1s turn1abed. !1ll1ng tar aceess,. opt1o:oalteaturea, a:04 usage 1a 
mont~ 121 ad'Y8Jlceor eeX"V1ce..All other cbargea are 'b1lled at the e2l4 
or the b~J J 1'Zlg. :period.. . 
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, 
~ MrES, CHARGES' AND CONDITIONS· FOR CEUiOLAR x):BltE TEIEPBONE SERVICE 

REGUIATlOR:> (cent' d) 

A~justments for Taxes I Fees t :etc. 

A.. The rate scbedules set tortb in this t&ritr do not lDelude arq 
amounts result~ trom taxes, tees, ar exactions imposed by' ar 
tor arq mtm1cipal corporation or other political subdivision or 
agency' or goveX':cment aga1nst the C~, its property or its 
operatiOns, exc:eptitlg oXlly taxes 1:mposed gener~ on c:crr:porations~ 

~. The amounts resulting :r= such taxes, tees, or exactions 1mposed 
aga.1nst the Compe.:y, its property, ar its operations, except~ 
o~ taxes i:mposed gener&J.ly on corporations, sbaU be b1lle4 to 
its C'U8tomers :pro rata b:.r the C~' as appropr1ate .. 

Other Carrier' CbArges 

the customer 1s responsible to pay the ~ tor all toll charges 
resulting ~om, the origination or mob1le call.s to· po1nte outs1dethe 
Cell'alar Geograpb1e Serr1ce 'Area. and other c:bargea or calls b11led'to· 
the c:us'tcmer's aceeSG numbers. 1'heae charges are 1n' add1t:1on·'to, tbe 
charge tar usage. '. : ; . 

Telepbone NUmbers 
~r 

I 

~elepbone XlUXIlbera or customers who discontinue serv1ce '1l1&y be reaas1gxled 
tbirty days trom date ot d1acont1nua.nce or. serv1ce. 

Direet~Ass1stance an~ Operator Services 

I>1reetor;y aasi&tanCf! e.xId. operator-ass1sted cells Will 'be prO'V'1ded 'by ,the 
loco.l V1rel1ne tele:phone catJtp&"f:q as ~ of the aerv1ces 1t :rurXd.shea 
totbe~. Tbe customer v1ll 'be bllled for a1r t1me or usage at the 
appr~1ate rate Vben a call 18 placed 1'%'om a moblle nd1o- Ul'l1t to·· 
dtrec:tory asSistance or to an operator. 

D1reetorz List1pg 

D1rec:tor,r l.1st122ga Will be provided :tn, the v1re11ne telephone comp&r(y"a 
d1reetor'y'ror an additional. charge to· customers upon.request • 

(ENDOF~A) 
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Decision 84 04' 014 APR 41984' "",''' 

/', 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF/CALD'ORNIA 

In the Matter of the Application ) 
of, ADVANCED MOBILE PHONE SERVICE ~ ) 
INC. and the LOS' ANGELES SMSA ) 
LDaTED PARTh"ERSHIP for a certi£i ... ) 
cate of public convenience and ) 
necessity under Section 1001 of ) 
the Pu~lic Utilities Code of the ) 
State of California for authority» 
to provide a new Domestic Public ' 
Cellular, 'Radio Telecommunications 
System to the public in the 
gre,ater Los, Angeles Ketropolitan 
area. 

Application 83-01-12 
£Filed January 7, 1983) 

'" '!. 
(See Dedsion ;-06-080 £0'1: ,.ppe.r.nees.) 

Additional Appea~anees 
. . / ~ ... ick&v 

Dlnkelsplel" torman & Feder, by Roni M..iIIi"d.t:on, Attorney 
at Law, for/Allied Telephone Conpariies, protestant. 

Brobeck, P~leger & Har~1son, by Robert N. Lowry 
ana Jeanne L. McJoynt, Attorneys at Law, for 
Mototra Cellular Set"Vice, Inc., interested 
party, .. 

. Patrick L. Gileau, At~orney at Law, for the' , 
Commission stiff. ' ' 
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