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Decision 54 ©6 104 JUNG 1984
BE?ORE TEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application )

gf Am;rican Mbbi%i Commugi;igizns, g

nc. for a Cerxtificate o c
Couvenience and Necessity to ; %gg%:gazggglségoalégz)
Operate as a Reseller of Cellular »
Radio Telecommunications Services )
Within California. 4;

American Mobile Communications, Inc. (American) seeks
a certificate of public comvenience and mecessity (CPC&N) to
operate as a resale carrier providing cellular radio service
within the State of California.

American currently intends to operate as a resale
carrier providing cellular service within the states of New York
and Califormia as soon as the necessary authorizations are
acquired. In California, American proposes to initislly resell
cellular radio service in Los Angeles by buying cellular'radio
telephone numbers and air time at the wholesale rate from Pac
Tel Mobile Access (PMA}L/.and then resell to its customers.
American will be responsible for paying all charges it Lfncurs
to the Partnmership and will collect from its customers charges
incurred by the customers and owed to American.

1/ Decision (D.) 84-04-014 dated April 4, 1984 granted the Los
Angeles SMSA Limited Partmership (Partmership) a CPC&N to
rovide cellular service fin the greater Los Angeles metropol-
tan area. The Partnership will therefore be the wholesale
supplier in Los Angeles at this time.
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American proposes to resell cellular service in
Los Angeles at the following rates:
o Monthly Access Charge $65.00
Peak Minute Usage 0.45
0ff-peak Minute Usage 0.27
D.84-04-014 provided tariffs including rates for both
wholesale and retail sale of cellular service. The retail
wonthly access charge, peak minute usage charge, and off-peak
ninute usage charge are as proposed by American. However, the
retail tariff provisions also included charges for many opticnal
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 for other resellers in the Los Angeles area.
Consequently, we will require the £iling of retail tariffs
generally similar to the retail provisions authorized by
D.84=-04-014 and filed by the Partmership. 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
Coutents, Preliminary Statement, Rate Schedules, List of Contracts
and Deviations, Rules, and Sample Forms, as prescribed in Section II
of Gemeral Order (GO) 96-A. We will permit the initial £iling to
contain only the Preliminary Statement, Table of Contents, and
Rate Schedules, to be effective on five days' notice; the remain-
ing material will be prepared promptly and transmitted to the
Commission staff by advice letter for review and £iling per
GO 96-A. We will authorize applicant to deviate from the page
numbering system prescribed by GO 96-A, Section II.C.(L)(b) and
to substitute the system generally employed by the major wireline
exchange carriers, at its election.=

2/ The alternate system is described in Commission Resolutionms
U-275, March 25, 1947, and T-4886, February 26, 1962.
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Awerican £iled its application for a CPCAN in terms
of the traditional CPC&N granted to monopoly public utilicies,
but requests that in granting such a cevrtificate this Commission
recognize the sigrnificant differences amongz the potential
providers of cellular radio services fn California. Such ’
differences include comsideration of the relative mearket power,
consideration of granting exemption from certain provisiéns of
this Commission's GO 96-4, and consideration of granting exemption
from provisions of Public Utilities (PU) Code Sections 216-830
and 851-855.

American alleges in its application that resale
cellular radio service competitors have minimal market power
and corzespondingly little ability to influence prices and,
therefore, we should adopt a regulatory scheme that will allow
the development of competition. Precisely for this reason we
have gpecifically set the wholesale and retail tariff levels to
provide an adequate margin to enable resellers o enter the
competitive marketplace as bona fide competitors.

Sections IV, V, and VI of GO 96-A relate to filed and
sffoctive Gates of tariffs, procedures in filing tariff sheets‘wnigb
do not increase rates or charges, and procedures in £iling
increased rates, vespectively. 1In general, these provisions
requive a showing before this Commission justifying any increase
and provide that rates will become effective 3C days after £iling
toriff sheets which do not increase rates, or 20 days after
£filing an authorized increase unless Commission authoxization
for a shorter period is obtained. Amexican suggests that the
Commission cxempt resellews from the above GO 96«4 provisions
and allow tariff revisions to become effective on ome day's
notice. Other resellers have made similar requests.
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There is merit to the arguments presented by resellers that
the Commiscion consider some modifications of GO 96-A. The dbasic
purpose of Seetions IV, V, and VI of GO 96-A is to provide sn orderly
procedure to control the rates ané services of a moropoly utility.
These rules are subject to revision where the Commission deens
necessary. ‘ j‘

In this cage, we are not dealing with 2 monopoly
gitwuation. At this time, it eppears that the cellular market will be
a2 highly competitive one. The hasic scheme establi;hed by the FCC
allowing two major carriers, one wireline and one'nén-ﬁireline, t0
operate in the same territory, coupled with the provisions for the
wholesale marketing of this service, is designcd;tpfprbmote vigorous
competition in cellular markete. i ;

Under these circumstances, our traditional toriff filing
equirement of a %0-day review period should not belnedessary.
ndeed, in a new and dynamic market such as cellular telephone, this
reguirement could impede the provision of rates and services which
are recyonsive 1o customer needs. Ve, of course, will monitor the

ar market and if we find abusive or unfair practices by

T
-
L

cimed 2t elimineting such
. Therefore, we will permit resellers to make the requested |
anges on 15 days' notice. Dl
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hrticle 5 of the PU Code entitled "Stocks and Securit§

Transactions” regulates in PU Code Sections 816~830 the power of
the utility to issue stocks and stock cevtificates or other
evidence of interest or ownership, and dbonds, notes, aund othner
evidence of indebtedness and to create liens on their propevrty
situated within this State. Article 6 of the PU Code entitled
"Transfer or EZncumbrance of Utility Property’ provides, in part,
iz PU Code Sections 851-855 that no public utility other than
a comon carrier by railroad subject to Part I of the Interstate
Commerce Act shall sell, lease, assign, mortgage, or otherwise
dispose of or encumber the whole or any pavt of its property
useful in the performance of its duties o the pubiic without
first having secured from this Commissioun an orxder authorizing
it to do so. American seeks exemption from PU Code Sectioms

16-830 under PU Code Section 829 and f£rom PU Code Sections 851-
855 under PU Code Section 853. PU Code Sections 829 and 853
provide that the Commission may, by order or »ule and subject
to such terms and conditions as may be prescribed therein,
exewpt any public utility or class of public utilicy‘from the
above ?PU Code provisions if it f£inds that the zpplication thereof
to such public utility or class of public utility is not mnecessary
in the public intevest. American, in support of itz request,
alleges that stricet enforcement of PU Code Sections 816-830 and
851-855 would only impede competition while it would provide
no attendant orotection te consumers., Tails issue is before us
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in Application (A.) 84-03-92 of the California Association of
Long Distance Telephome Companies and provides a large forum in
which to address these considerations. Accordingly we will deny
American's request in this application.

In Interim D.83-06-080 on the Partmnership's A.83-01-12,
we stated in Finding 25:

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

American's proposed operations, as well as the
operations of other resellers in the area, dovetail with the
resale concept envisioned in the above-quoted Finding 25. 1In
its application, American alleges that: |

"commigssion approval of the instant
application and the principle of competi-
tion within the cellular radio service
market will bring the following long-term
benefits to California cellular subscribers:

(L) lower-priced services;

"(1i1) innovative telecommunications
services and equipment offerings
as well as increased consumer
choice;

"(111) efficient use of existing
communications resources as well
as increased diversification and
reliability of supply of commu-
nications services; and

development of an expanded tele-

communications supply industry in
California with attendant employ-
ment opportunities for Califormia
regidents,”" (Application page 5.)
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We agree in general with the allegations and note the
reasons set forth generally form the bases for a viable resale plan
for resellers. . | |

American estimates that by the end of 1984, it will
have approximately 1,000 subscribers in California and that by
the end of 1988, it will have approximately 5,000 subscribers
in California.

Copies of the application were served on potential
competitors within California and no protests were received,
American included 2 statement of account dated April 13,
1984 with its application. According to this statement, as of
this date assets consisted of cash on hand of $241,990.12 and
furnishings, automobile equipment lease, and utility deposits
of $85,000 for a total of $326,990.12. There were no liabilities.

In its application, American notes that it would be
subject to reporting requirements deemed appropriate by this
Comnission. Omne of these requirements is the manuer in which
records are Kept.

The Commission is currently developing a Uniform System
of Accounts for cellular communications companies. Until a uniform
accounting system for cellular companies has been prescribed, the
Commission will not issue detailed account instructions. Each
cellular communications company will, however, be expected to
maintain its books in such detail that £inmancial data relating
to its operations can be assembled upon request:

1. Revenue and expeunses of utfility operations
should be segregated from monutility
operations.

2. Charges from affiliates should be broken
down so that each kind of charge can be
identified.
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. Reveaue accounts should be appropriately
subdivided (access peak, off-peak, service
réer charges, cusiom calling, directory
listing, etec. )

Expense accounts should be grouped to provide
a total for salce and marketing expense

This would include. in subaccounts,
advertising, promotion and incentives, sales
salaries and commissions, sales vehicle
expense, et¢.
CGeneral and administrative expenses should bde
subdivided to identify rent and lease
expense, billing expense, salaries,

1quurance, and other appropriate
suhdivisions.

6. OQther significant costs, such as unsold
nunbers inventory, should be separately
identified.

American will be directed to Tile an;annual report with the
Comaiszsion, in a form prescribed by *he Commiszion. Although
American will be expected to nave detailed operating information
available in ite records, for competitive reasons it may rot be
required to disclose such detail in its filed annual reports.

American is not a radiotelephone utility as defined in PU
Code Section 4902.? Tuerefore, it is not subject %o the fee systenm
vreseribed by PU Code Sections 4009, et seqg., dut is instead subject

7 1n 2.84=-04-014 in A.83-01=012, we determined that resellers of

cellular service are tvelephone corporations under PU Code Sections

216{b), 2%3%, and 2%4, and are subject to our jurisciction. However,

they are not radiovelephone utilities as defined in Section 4902,

because They do not furnish "domestic public land modile radio

service" as described in 47 CFR 22, but instead furnish "dome vie
.publlc cellular radio telecommunications serv;ce."

-7 -
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. To the fee systen set Zorth in PU Code Chapter 2.5, Article 3. By
Resolution M-4727, the Commiszsion set the fes level for telephone
corporations at 0.07 of 1% (0.0007) of revenue subject to the fee,

prescribed the method of remitting the fee, and directed the
application of = billing surcharge o2 0.07% %to customer billinge.4
azerican will de ordered %0 provide in itz tariff rules for the
imposition of this surcharge. '
findings of PFact

1- Americen has the ability, experience, equipment, and
financial resources to perform the proposed service.

2. Public convenience and necessity require the service
Proposed by American. |

%. American should file a sct of tariffs similar in scope Yo
the retail tariffs set forth in D.84-04-014 for +he Partrership.

4. The issue of exemption £rom the provisions of PU Code
Sections 816-830 and 851-855 is before us in a broader proceeding
than this application. _

. 5- The vime construinis of Sectionc IV, V, and VI of GO 96-A
are unéuly restvrict

6. A% this time, iv appears that tne cellular marxet will be &

ighly competitive one.

L

ive ot this tipe.

T. American's proposed operations will provide compevition in
whe cellular radio gervice market which will benefit the public at
large. |

8. It can be geen with certainty that there is no possibility
that the activity in question may have a significant effect on the
environgent.

9. Anmerican should keep ite records as detailed on pages 6 and
7 of thie decizion.

10. A public hearing is not necessary.

Resolution M-47%5, “he Commission on Hay 2, 1984, adjusted
percentage to 0.1% (0.001), effective for the fiscal year 1984-
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Conclusione of Law

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

2. American should Ye exempt from the provisions of Sections
IV, V, and VI of this Commission's GO 96-A and may file tariff
revisions to be effective on 15 days! notice.

5. American should not be exempt from the provisions of PU
Code Sections 816-8%0 and 851-855.

4. Azerican is not & radiotelephone utility as defined in PU
Code Section 4902.

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

6. The appropriate surcharge pursuant to Conclusion of Law S
is 0.07% for the fiscal year 1983%-1984, and 0.1% for the fiscal yeaor
1984-1985. | |

7. DBecause of the immediate need for the service, the order
should become effective today.

The certificate hercinafter granted is subject %0 the
provision of law %hat the Commission shall heve no power to authorize
the capivalization of this CPC&N or the right io own, operate, or
enjoy such CPC&N in excess of the amount (exclusive of any %tax or
annual charge) actually paid 40 the State a5 +he congideration for
*he issuance of such CPC&N or right.

IS ORDERED that:
certificate of pudlic convenience and necescity is
granted %o American Modile Communications, Tne. (American) to operate
ug a regeller of cellular radio telecommunications services within
California.

I
A

| -
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2. On or after the effective date of this order American is
authorized to file tariff schedules for the resalc of cellular mobile
radiovelephone service in the Los Angeles area purchased from the Los
Angeles SMSA Limited Par<trnership (Partnership). This £iling shall
comply with Ceneral Crder (GC) 96-A, except that American is
authorized to employ the alvlernate methoﬁ of page nunbering described
in Resolutions U=-275 and T-4826 at its election. The imitial £iling
shall contain at leazt the Preliminary Statement, Tadble of Contents,
and Rate Schedules, the rates and charges to be those requected by
American in its application together with the remaining retail rates
and charges authorized to the Partnership by Decision 84~O4-O14, the
filing to ve effective on not less than five deys' notice. American
shall file the remaining teriff schedules, to include rules and forms
as prescribed by GO 96~A. no later than 10 days following the
effective date of this order, 10 be cffective on not less than five
deys' notice. The tariff chall provide for a user fee surgharge‘of'
0.07% for the fiscal year 1983-1984, and 0.1% for the fiscal year
1984-85. | "

7. Axerican ig %o keep its records a2z detailed on pages 6 and .
7 of this decision.
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4. The certificate of public convenience and necessity is

1ved as get forth above; the application to be excmpted from the
ovigions of Sections IV, V, and VI of GO 96-A is granted in pars
and the application to be exeapt from the provisions of PU Code
Sections 816-83%0 and 851855 is denied.

This order is effectivec today.

Qr

Dated‘June 6, 1984, at San Prancisco, California.

LEONARD M. GRIMES, JR.
President
VICTOR CALVO
DONALD VIAL
WILLIAM T. BAGLEY
Commissioners

Commicsioner Priszcilla C. Grew,

being necessarily absent, did not
- participate.

T CERTIFY THAT WIS DECISION
- ]

WAS ADRROTED T TR AZCVE

COMMISSEUNERS uwntla,

’ ..' - -‘- Natde CIRY .
"E. Bodomitz, Laeduc
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American filed its application for a CPCAN in terms
of the traditional CPC&N granted to monopoly public utilities,
bﬁi requests that in granting such a certificate this Commission
recognize the significant differences among the potential
providers of cellular radio services in California. Such
differences include consideration of the relative market power,
congideration of granting exemption from certain provistons of
this Commission's GO 96-A, and comsideration of gramting exemption
from provisions of Public Utilities (PU) Code Sedélons 816-830
and 851-855.

American alleges in its application that resale
cellular radioc service competitors have minimal market power
and correspondingly little ability to/influence prices and,
therefore, we should adopt a regu%pcory scheme that will allow
the development of competition. ecisely for this reason we
have gpecifically set the wh:}géiiz and retall tariff levels to
provide an adequate margin to¢ enmable resellers to enter the
competitive marketplace as bona £ide competitors.

Sections IV, V,/and VI of GO 96-A relate to filed and
effective dates of tariffs, procedures in filing tariff shegts which
do not increase rates ©r charges, and procedures in f£iling
increased rates, respectively. In genmeral, these provisions
require a showing bé::re this Commission justifying any Increase
and provide that‘f;tes will become effective 30 days after £iling
tariff sheets which do not increase rates, or 30 days after
filing an authorized increase unless Commission authorization
for a shorter period is obtained. American suggests that the
Comnission exempt resellers from the above GO 96-A provisions
and allow tariff revisions to become effective on one day's
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notice. It is essential, considering the newmess 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. American's request is therefore denied.
Article 5 of the PU Code entitled "Stocks.and Security
Transactions" regulates in PU Code Sections 816-855 the power of
the utility to issue stocks and stock certiﬂié&tes or other
evidence of interest or ownership, and bonds, notes, and other
evidence of indebtedness and to create’ liens on theilr property
situated within this State. Articlé/6 of the PU Code entitled
"Transfer or Encumbrance of Utilié& Property' provides, in part,
in PU Code Sections 851-855 t 'é no public utility other than
a common carrier by railroad/subject to Part I of the Interstate
Commerce Act shall sell, lease, assign, mortgage, or otherwise
dispose of or encumber cﬁ; whole or any part of its property
useful in the performadée of its duties to the public without
first having secured/from this Commission an order authorizing
it to do so. American seeks exemption from PU Code Sections
816-830 under PU Code Section 829 and from PU Code Sections 851-
855 under PU Codd Section 853. PU Code Sectioms 829 and 853
provide that the Commission may, by order or rule and subject
to such termS/énd conditions as may be prescribed therein,
exempt any public utility or class of public utility from the
above PU Code provisions if it f£inds that the application thereof
to such puﬁ&ic utility or class of public utility is not necessary
in the public iInterest. American, in support of its request,
alleges that strict enforcement of PU Code Sections 816-830 and
851~855 would only impede competition while it would provide
no attendant protection to consumers. This issue is before us
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Revenue accounts should be appropriately
subdivided (access, peak, off-peak,

sexrvice order charges, custom calling,
directory listing, etc.). 3¢

."/
-

Expense accounts should be grouped to-”
provide a total for sales and marketing
expense. This would include, in sub~-
accounts, advertising, promotion and
incentives, sales salaries and commis-
sions, sales vehicle expense, etc.

General and administrative expenses
should be subdivided to identify rent
and lease expense, billing expense,
salaries, {nsurance, and other appro-
priate subdivisions.

6. Other signif@;éﬁ: costs, such as unsold
1ines inventory, should be separately
{dentified,”

Axerican wi;;/;e directed to £ile an annual report with
the Commission, in a form prescribed by the Commission. Although
American will be expected to have detailed operating information
available in its records, for competitive reasoms it may mot be
required to digﬁ{zse such detail in its filed annual reports.

American is not a radiotelephone utility as defined in
Section 4902/0f the PU Code. Therefore, it is mnot subject to
the fee system prescribed by PU Code Sectioms 4905 et seq., but
is‘instegﬂlsubject to the fee system set forth in PU Code
Chaptefyz.s, Article 3. By Resolution M-4727, the Commission
set the fee level for telephone corporations at 0.07 of 1%
(0.0007) 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. American will be
ordered to provide in its tariff rules for the imposition of
this surcharge.

-
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Findings of Fact

1. American has the ability, experience, equipment, and
financial resources to perform the proposed sexrvice.

2. Public comvenience and necessity require the service
proposed by American. . P

3. American should file a set of tariffs similar.in
scope to the retall tariffs set forth in D.84-04-0Lk(f;r the
Partnership.

4, The issue of exemption from the provisions of PU Code
Sections 816-830 and 851-855 is before in a broader proceeding
than this application.

5. The time constraints of Sections IV, V, and VI of
GO 96-A provide an opportunity fdérstaff analysis of and
competitor participation in rate revisions.

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

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

8. American should keep its records in the detail described
on pages 6 ang/a of 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. Anmerican should not be exempt from the provisions of
Sections IV, V, and VI of this Commission's GO 96-A.

3. American should not be exempt f£from the provisions of
PU Code Sections 816~-830 and 851-855.

o
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4, American is not a radiotelephone utility as defined
in PU Code Section 4902.

S. American is subject to the fee system set forth in
PU Code Chapter 2.5, Article 3.

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

7. Beczuse of the immediate need for the s€£gice; the

order should become effective today. ed//,/’
The certificate herelnafter gragg is subject to the

provision of law that the Commission sggll have no power to
authorize the capitalization of this CPC&N or the right to ownm,
operate, or enjoy such CPC&N iIn excess of the amount (exclusive
of any tax or annual charge) actﬁélly paid to the State as the
consideration for the issuandé.of such CPC&N or right.

IT IS ORDERED that:

1. A certif%géie of public convenience and necessity
is granted to American Mobile Communicatioms, Inc. (American)
to operate as asreseller of cellular radio telecommunications
services withim California.

2. On/Br after the effective date of this order American
is author%zéd to file tariff schedules for the resale of cellular
mobile radiotelephone service in the Los Angeles area purchased
from the Los Angeles SMSA Limited Partumership (Partnership).

This £iling shall comply with Gemeral Order (GO) 96-A, except

that American is authorized to employ the alternate method of

page numbering described in Resolutions U-275 and T-4886 at its
election. The initial £iling shall contain at least the Preliminary
Statement, Table of Contents, and Rate Schedules, the rates and
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charges to be those requested by American 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 not less than five days' notice. American shall
£ile the remaining tariff schedules, to include rulggfand”forms
as prescribed by GO 96-A, no later than 10 days owing the
effective date of this order, to be effective”on not less than
five days' notice. The tariff shall proviﬁg for a user fee
surcharge of 0.07%.

3. American is to keep its xécords as detailed on pages 6
and 7 of this decislion. ////r

4L, The certificate of public convenience and necessity is
granted as set forth above;/the application to be exempted from
the provisions of Sectfoms IV, V, and VI of GO 96-A and from the
provisions of PU Code Sections 816-830 and 851~-855 is denied.

5. The applicaéion is granted as set forth above.
This order is effective today.
/ JUN 6 1984
Dated /¢ | , at San Francisco, California.

TEONIRD M. GRIMES., JR.
President
VICTOR CALVO
DONALD VIAL
WILLIAY T. BAGLEY
Commissionors

Commizzionor Prisciila C. Grow,
Yeing necossarily abseat, did
0ot participsio




