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Decision &4 06 103 JUN G 1984 H

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Uhinsm
DU i

In the Matter of the Application
of INTELECOM CORPORATION for a
certificate of public convenience
and necessity to operate as a
reseller of cellular radio tele~
communications within California
anéd for exemption from the require-
ments of Sections £16-830 and
851~855 of the Public Utilities
Code.

Application 84-04-085
(Filed April 16, 1984)
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InteleCom Corporation (InteleCom) seeks a certificate
of public convenience and necessity (CPC&N) to operate as a resale
carrier providing cellular radio service within the State of
California.

InteleCon is in the business of marketing personal
conmunications products and services including:SCA paging and
¢cellular radiotelephone services. It markets cellular radio-
telephone services on an agency basis in the States of Arizona,
Colorado, Minnesota, and Washington and acts as a reseller of
such services in Indiana. It also sells customer premises equip-
ment such as cellular mobile telephones and paging receivers in
these states.

InteleCom proposes to operate as a resale carrier of
cellular radiotelephone service in California generally in accordance
with the general scheme of regulation set forth in Decision (D.)
84-04-014 dated April 4, 1984 on the Los Angeles SMSA Limited
Partnership (Partnership) Application (A.) 83-01-12.
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Initially, InteleCom will purchase services from the
Partnership at the wholesale rates authorized by D.84-04-014
and will resell these serxrvices to the general public at rates
substantially equiv.ialent to those authorized for the Partnership’s
retail sales as follows:

Connection Charge ' $50.00
Monthly Access Charge 45.00
Peak Minute Usage 0.45
Off~Peak Minute Usage 0.27

In addition to the above rates, the Partnership retail
tariff provisions also include charges for many optional features.
These retail tariff provisions were reviewed in detail by this
Commission and its staff before being authorized by D.84~04-014.

It is our intent that such tariff provisions be used as a model f£or
other resellers in the Los Angeles area. Consequently, we will
reguire the filing of retail tariffs generally similar to the

retail provisions authorized by D.84-04~-014 and filed by the
Partnership. We recognize that the tariffs as a whole may be
somewhat abbreviated from those of the primary carrier; however,
they must include the usual Table of Contents, Preliminary Statement,
Rate Schedules, List of Contracts and Deviations, Rules, and Sample
Forms, as prescribed in Section IX of General Ozrder (GO) 96-A, We
will permit the initial filing to contain only the Preliminary
Statement, Table of Contents, and Rate Schedules, to be effective

on five days' notice: the remaining material will be prepared
promptly and transmitted to the Commission staff by advice letter
for review and £filing per GO 96-A, We will authorize applicant

to deviate from the page numbering system prescribed by GO 96-A, Section
II.C.(1)(b) and to substitute the system generally employed by the
major wireline exchange carriers at its election.

1/ The alternate system is described in Commission Resolutions U=-275
(March 25, 1947) and T-4886 (February 26, 1962).
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InteleCon filed ites application for a CR2C&N in terns
0% the traditional CPCS&N granted to monopely publié utilities, .
ut recuests that in granting such a certificate this Commission
recocnize the significant differences among the potential providers
of e¢ellular radio services in California. Such differences
include consideration of the relative market power, consideration
of granting exemption from cersain provisions of this Commission’s
GO 96-A, and consideration of granting cxXemption Zrom provicions

Public Utilities (PU) Code Sections 216-820 and 851-855.

InteleCom alleges in its application that resale cellular
radio service conmpetitors have minimal market power and cdrrespondingly
little ability to influence »rices and, .ﬁere ore, we should adopt
a reculatory scheme that will allow the development of competztzon.
Precicely for this reason we have set the wholesale and retail tari€f
levels to provide an adegquate margin to enable rogcllers €0 enter
the competitive marketplace as bona fide competitors.

Sections IV, V, and VI of GO 96-A relate to filed and effec-
tive datec of tariffs, procedures in filing tariff sheets which
do not increase rates or charges, and procedures in filing
inecreased rates, respectively. In generzl these provisions
regquire & showing before thisz Commission justifying any Increase
and provide that rates will become effective 30 days after f£filing
cariff sheets which do not increase rates, or 30 days after
£iling an authorized incrcase unless Commission authorization
for a shorter period is obtaincd. Intelelonm ,ugqests <hat
the Commission exempt recellers from the above GO 96-A provisions

and allow tariff revisions to become effective on one day's notice.
Other resellers hove made 5imilay requests. | :
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There is merit to the arguments precented by resellers thet
the Commisgsion consider come modifications of GO 96~A. The basic .
purpose of Sections IV, V, and VI of GO 96-A is to provide an'orderly
procedure to control the rates and services ¢f o monopoly wtility.
These rules are subjeet to revision where the Commission deenms
necessary- '

In this case, we are not dealing with a monopoly
situation. At this time, it appears that the cellular market will de
2 highly competitive one. The basic scheme established by the FCC
allowing two major carriers, one wireline and one non-wireline, to
opverate in the same territory, coupled with the provisions-fér the:
wholesale marketing o0f this service, is designed to promote vigorous
competition in cellular markets. ' ’

Under these circumstances, our traditionsl tariff filing
requirement of a 30-day review period should not be necessary.
Incdeed, in a new and dynamice market such as cellular telephone, this
reqguirenent could impede the provision of rates and services which
are responsive %o customer needs. We, of course, will monitor the
cellular market and if we find abusive or unfair practices by
resellers, we will take corrective action aimed at elimihating such
practices. Therefore, we will permit resellers %o make the;requested
tariff changes on 15 days' notice. L
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Article 5 of the PU Code entitled "Stocks and Security
Transactions* regulates in PU Code Sections 816~830 the power of
the utility to issue stocks and stock certificates or other
evidence of interest or ownership, and bonds, notes, and other
evidence of indebtedness and to create liens on their property
situated within this State. Article 6 of the PU Code entitled
"Transfer or Encumbrance of Utility Properxty” provides, in part,
in PU Code Sections 851-855 that no public utility other than
a common carrier by railroad subject to Part I of the Interstate
Conmerce Act shall sell, lease, assign, mortgage, or otherwise
dispose of or encumber the whole or any part of its property
useful in the performance of its duties to the public without
£irst having secured from this Commission an order authorizing
it to do so. InteleCom seeks exemption from PU Code Sections
816-830 under PU Code Section 829 and from PU Code Sections 851-855
under PU Code Section 853. PU Code Sections 829 and 853 provide
that the Commission may, by oxrder or rule and subject to such
terms and conditions as may be prescribed therein, exempt any
public utility or class of public utility from the above PU Code
provisions if it £inds that the application thereof to such
public utility or class of public utility is not necessary in
the public interest. InteleCom, in support of its request, notes
that it will not construct or own any facilities and equipnent
but will rather sell service which will use the facilities and
equipnent of the underlying carrier. Consegquently, according to
InteleCon, observation of the above PU Code Section will not
serve the purpose of protecting investment in facilities againsgt
improvident financial manipulation by utility management and
strict enforcement of the provisions would only increase costs

and impede competition while providing no attendant protection
to consumers.
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This issue is before us in A.84-03-92 of the California
Association of Long Distance Telephone Companies and provides
a larger forum in which to address these considerations. Accordingly,
we will deny InteleCom's request in this application.

In Interim D.83-06-080 on the Partnership's A.83-0l-12,
we stated in Finding 25:

"25. A resale plan that constitutes a
viable business opportunity and therecby
permits the nonwireline carrier to enter

the marketplace as a bora fide competitor

is necessary to mitigate any adverse effects
of the early entry into the cellular market-
place of a wireline carrier in advance of

a nonwireline carrier.® (Mimeo. page 28.)

InteleCom's proposed operations, as well as the operations
of other resellers in the area, dovetail with the‘;esale concept
envisioned in the above-quoted Finding 25. 1In its appiication,

‘ InteleCom alleges that: |

l. Certification of the Partnership as the
underlying carrier demonstrates the need
for cellular service in the greater Los
Angeles area and certification of under-
lying carxiers in other California markets
where InteleCom may act as a reseller will
likewise demonstrate the need for cellular
service in these markets.

InteleCon's proposed resale of cellular
service will enhance competition in the
cellular retail market.

Enhanced competition will bring the following
long-tern benefits to California cellular
subscribers: ,

a. Lower-priced service:;

b. Increased adility of
customers to choose
between service providers,
3 greater varlety of service
packages, greater choice of _
mobile CPE, and greater attendance
£o customer needs by all service
providers: and

5
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Greater usage of the existing
facilities of the underlving
carrier, which will enable the
underlying carrier to use the
system more efficiently.

We agree in general with the allegations and note the
reasons set forth generally form the bases for a viable resale
plan for resellers.

InteleCom estimates that by the end of 1984, it will
have approximately 1,500 subscribers in California and that by
the end of 1988, it will have approximately 12,000 subscribers
in California.

Copies of the application were served on potential
competitors within California and no protests were received.

InteleCon included copies of its financial statements
for the month ending January 31, 1984 showing assets totaling
$5640,176 as of that date. The net income is estimated to vary
from a negative $44,012 for the first month increasing to a positive
$55,454 for the eighteenth month.

Upon certification, InteleCom will be subject to reporting
recuirements deemed appropriate by this Commission. One of these
requirements is the manmer in which records are kept.

The Commission is currently developing a Uniform System
of Accounts for cellular communications companies. Until a unifornm
accounting system for cellular companies has been prescribed, the
Comnission will not issue detailed account instructions. Each
cellular communications company will, however, be expected to
maintain its books in such detail that financial data relating
to its operations can be assembled upon request:
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Revenue and expenses of utility operations
should be segregated from nonutility operations.

Charges from affiliates should be broken down
co that cach kind of charge can be identified.
Revenue accounts should be appropriately sub-
divided (access, peak, off-weak, service order
charges, custom calling, cdirectory listing,
etc.). '

Expense accounts should be grouped to provide
a total for sales and marketing expensc. This
would include, in subaccounts, advertising,
promotion and incentives, sales salaries and
commissions, sales vehicle expense, ete.

General and administrative expenses should

be subdivided to identify rent and lease
experise, billing expense, salaries, insurance,
and other appropriate subdivisions.

6. Other significant costs, such as unsold numbers
inventory, should be scparately identified.

Applicant will be directed to f£ile an annual zeport with
the Comnission, in a form prescribed by the Commission. Although
applicant will be expected to have detailed operating information
available in its records, for competitive reasons it may not be
required to disclose such detail in its f£iled annual reports.

IntcleCom is not & radioteclephone utility as defined

in PU Code Section 4902.2/ Therefore, it is not zubject to the

in D.84-04~104 in A.33-01-12, we determined that resellers of
cellular service arc telephone corporations under PU Code
Sections 216(b), 222, and 224, and are subject to our
jurisdiction. However, they are not radiotelephone utilities
as defined in Section 4902, because they do not furnish
"domestic public land mobile radio service" as described in

47 CFR 22, but instcad furnish "domestic public cellulax

racdio telecommunications service."
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fec system prescribea by PU Code Sections 4905, et seg., but is
inctead subject to the fee system set forth in PU Code Chapter
2.5, Article 3. By Resolution M-4727, the Commission set the
fee level for telephone corporations at 0.07 of 1% 00.0007) of
revenue subject to the fee, prescribed the method of remitting
the fee, and directed the application of a billing surcharge of
0.07% to customer billings.g/ InteleCom will be ordered to y
provide in its tariff rules for the imposition of this surcharge.

2/ By Resolution M-4735, the Commission on May 2, 1984, adjusted
this percentage to 0.7% (0.001), effective for the fiscal
year 1984-1985. '
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Pindings of Fact

1. InteleConm has the ability, cxperzeﬁcc equipment, and
Zinancial resources to perform the probosnd servzcc.

2. Public convenience and necesszty require the service

roposced by IateleConm.

3. InteleCom zhould file a set of tariffs similar in scope

-0 the retail tariffs set forth in D.B4-04-014 for the Partnership.
rf the provisions ¢f PU Code

Sections 816-830 and 851-355 is beforc us in a broader procceding
<han thie application. \

5. The time constraints of Sections IV, V, and VI of GO 96-A
are unduly restrictive .at this time. ‘

6. At this time it appecars that the cellular market will
be a highly competitive one.

4. The issue of exemption f£fror

7. 1InteleCom's proposed operations will provide competition in
the cellular radio service market which will benefit the public at large.

&, It can be seon with certainty that there is no possibility
+hat the activity in question may have a significant effect on the
environment. :

9. IntelcCom should keep its records as detailed on pages 6
and 7 of this decision.

10. A puslic hearing is not necessary.

Conclusions of Law

1. The application should be granted as provided in the
order which Zollows. “

2. InteleCom should be exempt from the prov:.f;lon¢ of
Sections IV, V, and VI of thic Commiscion's GO 96-A and ‘may f£ile
tariffs to hecome cffective on 15 days' notice.

3. InteleCom should not be coxempt from the provisions of
2U Codec Sections 216-830 and 851-855.
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4. InteleCoh isvnot a radioteiephone uvtility as defined
n PU Code Section 4902,
5. IntcleCom is subjeect to the fee system set forth in PU
Code Chapter 2.5, Article 3. ; ,
6. The appropriate surcharge uncder Conclusion of Law 5 is
0.07% .for fiscal year 1983-1984, and 0.1% for the fiscal year 1984-1985. -
7. Because of the immediate need £or the service, the orxder
should become effective today. %

The certificate herc;nafté} granted is subject to the
provision of law tha%t the Commission shall have no power to
authorize the capitalization of this CPC&N or the right to dwn,
operate, or enjoy such CPCLN in excess of the amount {exclusive
of any tax or annual charge) actually paid to the State as the
consideration for the issuance of sth C?C&N or xight.

IT IS ORDZRED that:

1. A certificate of public convenience and necessity is
granted to InteleCom Corporation (InteleCom) to operate as a
reseller of cellular radio telecommunications services within
Califoraia.

2. On or after the effective date of this order InteleCon
iz authorized to file tari<f schedules for the resale of cellular
mobile radiotelepnone sexvice in the Los Angeles area purchased
from +the Los Angeles SMSA Limited Partnership (Partnership). This
£filing shall comply with General Order (GO) 96-A, oxcept that
InteleCon is auvthorized to employ the aliernate method of page
numbering deserided in Resolutions U275 and T=42886 at its clection.
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The initial £iling shall contain at least the Preliminary Statement,
Table of Contents, and Rate Schedulos, the rates and chargc° to be
those recuested by InteleCom in its application togethcr with the
remaining retail rates and charges authorized to the Partnership
wy Decicion 84-04-0714, the £iling to be effective on not less than
five days' notice. InteleCom shall file the remaining tariff
schedules, to include rules and forms as prescribed by GO 96~A,

no iater than 70 days following the effective date of this orxder,
to be effective on not less than five days' notice . The tariff
chall provide for 2 usexr fee surcharge of 0.07% for the fiscal
year 1983-1984, and 0.01% for the fiscal year 1984-1985.

3. InteleCom is +O keep its records as detailed on pages
6 and 7 of this decision.

4. The certificate of public convenience and necessity is
granted as set forth above; the application to be exempted from the
provisions of Sections IV, V, and VI of GO 96-A is granted in part
and the application to be exempt from the provisions of PU Code
Sections 816-830 and 3851~855 is denied.

This order is effective today. «
Dated June 6, 1984, at San Francisco, California.

LEONARD M. GRIMES, JR.

President

VICTOR CALVC o
DONALD VIAL |
WILLIAM T. BAGLEY

Commiszioners

Commissioner Priscilla €. Grew,
being necessarily absent, did
not participate. ~

I CERTIFY THAT THYS
lf]/‘(‘ ntjlflp'flv ‘L'; ,H' '-‘7""

C LL;_LJIO'«I AA\D/’.LJ"' '\..,.
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InteleCon £iled its applicatidn for a CPC&N in terms
of the traditional CPCS&N granted to monopoly public utilities,
but requests that in granting such a certificate this Commission
recognize the significant differences among the potential providers
of cellular radie services in California. Such differences
include consideration of the relative market power, consideration
of granting exemption from certain provisions of thiqﬁCommissioh's
GO 96-A, and consideration of granting exemption £rom provisions
of Public Utilities (PU) Code Sections 816-830/52a 851-855.

InteleCom alleges in its applicatrion that resale cellular
radio service competitors have minimal xarket power and correspondingly
little ability to influence prices amd, therecfore, we should adopt
a regulatory scheme that will allow the development of competition.
Precisely for this reason we hﬁy@(set the wholesale and retail tarifsf
levels to provide an adegquate/margin o enable resellers to enter

the conpetitive narketplace/as bona f£ide competitors.
Sections IV, V,/and VI of GO 96-A relate to filed and effec-

tive dates of tariffs, procedures in £filing tariff sheets which
do not increase rates /r charges, and procedures in £iling
increasecd rates, respectively. In general these provisions
require a showing '/fore this Commission justifying any increase
and provide that/rates will becone e¢ffective 30 days after £filing
tariff sheets which do not increase rates, or 30 days after

f£iling an authorized increase unless Commission authorization

for a shorter periocd is obtained. InteleCom suggests that

the Commission exempt resellers from the above GO 96-A provisions
and allow tariff revisions to becone effective on one day*s notice.
It is essential, considering the newness of this market, that we
maintain time limitations set forth in Sections IV, V, and VI of
GO 96-A to provide sufficient time for Commission staff review and
competitor participation in any rate revision proposal made by a
cellular reseller. InteleCom's request is therefore denied.

-3
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Revenue and expenses of utility operations
should be segregated from nomutility operations.

Charges £rom affiliates should be broken down
50 that each kind of charge can be identified.

Revenue accounts should be approprzately sub—
divided (access, peak, off-peak, service order
charges, custom callxng, directory listing,
etc.).

Expense accounts should be grouped to providew -
a total £or sales and marketing expense. This
would include, in subaccounts, advertzsanq,
promot;on and’ incentives, sales salar;es and
commissions, sales vehicle expense ete.

General and administrative expenses should
be subdivided to ;dentzfy,rent and lease
expense, billing expense, " salaries, insurance,
and other approprzatg/subdmviszons.

6. Other significant costs such as unseld lines
inventory, should be separately identified.

Applicant will be/dzrected to f£file an annual report wish
the Commission, in a form prescrmbed by the Commission. Although
applicant will be expected to have detailed operating information
available in its recérds for competitive reasons it may not be
required to dzsclose such detail in its £iled annual reports.

InteleCom is not a radiotelephone utility as defined
in PU Code Sectzon 4902. Therefore, it is not subject to the
fec system prescribed by PU Code Sections 4905, et seg., but is
instead subject to the fee system set forth in PU Code Chapter 2.5,
Axtzc}e 3. By Resolution M-4727, the Commission set the fee level
foxr telephone corporations at 0.07 of 1% (0.0007) of revenue
subject to the fee, prescribed the method of remitting the fec,
and directed the application of a billing surcharge of 0.07% %o
customer billings. InteleCom will be ordercd to provide in its
tariff rules for the imposition of this surcharge.
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Findings of Fact

l. InteleCom has the ability, experience, equipment, and
financial resources to perform the proposed service.

2. Public convenience and necessity reguire the servize
proposed by InteleCon.

3. InteleCom should £file a set of tariffs similar in scope
to the retail tariffs set forth in D.84-04-014 for the Partnership.

4. The issue ¢% exemption from the provisions of PU Code
Sections 816-830 and 851-855 is before us in a broader proceceding
than this application. o

5. The time constraints of Sections IVZV, and VI of GO 96-A
provide an opportunity for staff analysis ¢of and competitor
participation in rate revisions

6. InteleCom’'s proposed operations will provide competition
in the cellular radio service market which will benefit the public
at large.

7. It cﬁgxbe seen with certainty that there is no possibility
that the activity in question may have a significant effect on the
environment,

8« InteleCom should keep its records as detailed on pages 6
andlz/g; this decision.

9. A public hearing is not necessary.
Conclusions of Law

1. The application should be granted as provided in the
order which follows.

2. InteleCom should not be exempt from the provisions of
Sections IV, V, and VI of this Commission’s GO 96-A,

3. InteleCom should not be exempt £rom the provisions of
PU Code Sections 816-830 and 851-855. |
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4. InteleCom is not a radiotelephone utility as defined
in PU Code Section 4902.

5. InteleCom is subject o the fee system set forth in PU
Code Chapter 2.5, Article 3.

6. The appropriate surcharge under Conclusion of Law 5 is
0.07%.

7. Because of the immediate need for the sexvice, the order
should become effective today. ,/,,wf“‘”

The certificate hereinafter granted is~subject to the
provision of law that the Commission shall-have no power to
authorize the capitalization of this CPC&N or the right to owm,
operate, or enjoy such CPC&N in excess of the amount (exclusive
of any tax or amnual charge) acfaglly paid to the State as the
consideration for the issuante of such CPC&N or right.

SRRER

IT IS ORDERED that:

1. A certificate of public convenience and necessity is
granted to InteléCom Corporation (InteleCom) to operate as a
reseller of ¢cedlular radio telecommunications services within
California.

2. or after the effective date ¢of this order InteleCom
is authorized to file tariff schedules for the resale of cellular
mobile /radiotelephone service in the Los Angeles area purchased
from‘the Los Angeles SMSA Limited Partnership (Partnership). This
£iling shall comply with General Order (GO) 96-A, except that
InteleConr is authorized to employ the alternate method of page
nunmbering described in Resolutions U-275 and T-4886 at its election.
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The initial £iling shall contain at least the Preliminary Statement,
Table of Contents, and Rate Schedules, the rates and charges to be
those requested by InteleConm in its application together with the
remaining retail rates and charges authorized to the Partnership
by Decision 84-04-014, the £iling to be effective on 393/1633 than
five days' notice. InteleCom shall file the remigniﬁg tariff
schedules, to include rules and forms as prescribded by GO 963,
no later than 10 days following the effective date of this oxder,
to be effective on not less than five dayg: notice. The tariff
shall provide for a user fee surchar /sf 0.07%.

3. InteleCom is to keep-its/éizords as detailed on pages 6
and 7 of this decision.

4. The certificate of public convenience and necessity is
granted as set forth above~//
provisions of Sections

the application to be exempted from the
Vv, and VI of GO 96-A and from the

provisions of PU Code Sé;tions 816~830 and £51-855 is denied.
5. The application is granted as set forth above.
This order is effective today.
Dated . JUN 61984 , at San Francisco, California.

LONARD M. GRIMES, JR.
resident
VICTOR CALVO
DONALD WIAL
WILLIAM T. BACLEY
T Commissioners

Comrizsioner Priseilla C. Crow,

boing rmocessarily adsoat, 4id
ot bharticipate




