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SQEINIOXN

Comnunications Signaling, Inc. (CSI), a California
corporation, 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.

CSI is involved in the marketing, sales, installation,
and service of mobile phones and other personal communications
products in the southern California area and has been so involved
for the last 15 years.

Initially, €SI will purchase cellular radiotelephone
numbexrs and air time from the Los Angeles SMSA Limited Partnership
(Partnership) at the wholesale rates authorized by Decision (D.) .-
84-~04-014 and will resell these services to the general public at
rates substantially equivalent to those authorized for the
Partnership's retail sales as follows:

Monthly Access Charge $45.00
Peak Minute Usage 0.45
Off-Peak Minute Usage 0.27
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In addition to the above rates, the Partnership retail
tariff provisions also included 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

for other resellers in the Los Angeles area. Consequently, we
will require the filing of retall 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 II of General Order (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
CSI to deviate from the page numbering system prescribed by GO
96~A, Section IX.C.(1)(d), and to substitute the system generally
employed by the major wireline exchange carriers at its election.l/

CST filed its application for a CPC&N in terms of the
traditional CPC&N granted to monopoly public utilities, but
recquests 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 comsideration of the relative market power,
consideration of granting exemption from certain provisions
of this Commission's GO 96-A, and consideration of granting

exemption from provisions of Public Utilities (PU) Code Sections
816-830 and 851-855.

. 1/ The alternate systenm is described in Commission Resolutions U-275
(March 25, 1947) and T-4886 (February 26, 1962).
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CSIT alleges in its application that resale cellular
radio service competitors have ninimal market power and corre-
spondingly little ability to influence prices and, therefore,
we should adopt a regulatory scheme that will allow the develop-
nent of competition. Precisely for this rcason we have set
the wholesale and retail tariff levels to provide an adegquate
margia <o cnable resellers to enter the competitive marketplace
as bona fide competitors.

Sections IV, V, and VI of GO 96~A relate to filed and
effective dates of tariffs, procedures in filing tariff sheets which
do not increcase rates or chavges, and procedures in £iling
increaced rates, respectively. In general these provisions
require a showing before this Commission justifying any increase
and provide that rates will become effective 30 days after
£iling tariff sheets which do not increase rates, or 20 days after
filing an authorized increase unless Commission authorization
for a shorter period is obtained. €SI suggests that the‘Commission
exempt resellers from the above GO 96-A provisions and allow

tazifs revisions to become cffective on one day's notice. L///

Other resellers have made similar requests.
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There is merit to the argupents presented by resellers that
the Commission concider some modifications of GO 26-A. The basic
purpose of Scetions IV, V. and VI of GO Q6-A is to provide an orderly
procedure t0 control the rates and services of 2 monopoly utility.
Trese rules are subjeet to revision where the Commission deems
necessary. ' |

In this case, we are not dealing with 2 monopoly.
situwation. A% this time, it appears that the cellular mar#et will be
a highly competitive one. The bacic acheme established by +the FCC
allowing two major carriers, one wireiine and one non-wireiine, to
opera%te in the same territory, coupled with the provisions for the
vholesale marketing ¢f this service, is designed to promoté vigorous
competition in cellular markets. \

Under these circumstances, our traditional tariff filing
reguirement of 2 %0-day review period should not de necess&ry.
Indeed, ir 2 new and dynamic market such as cellular telepﬁone, thic
requirement could impede the provision of rates and servicés which
are responsive to customer needs. We, of course, will monitor the
cellular market and if we f£ind abusive or unfair practices by
resellers, we will take corrective zetion aimed at eliminaﬁing such
practices. Therefore, we will permit resellers %0 noke the requesvted
tariff changes on ‘5 days' notice. :

Article 5 of the PU Code entitled "Stocks and Seéurity
Trensactions” regulates in PU Code Sections 816-870 the power

£ the utility to issue stocks and stock certificates or other
evidence of interest or ownership, and bonds, notes, and other
evidence of indebtedness and o create liens on their property
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situated within this State. Article 6 of the PU Code entitled
"Transfer or Encumbrance of 'Utility Property" 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
Commerce Act shall sell, lease, assign, mortgage, or otherwise
dispose of or encunmber the whole or any part of its propefty
useful in the performance of its duties <¢o the public without
first having secured from this Commission an order authorﬁzing
it to do so. CSI seeks exemption from PU Code Sections 816-830
undexr 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 order or rule and subject to such terms
and conditions as may »e prescribed therein, exempt any public
utility or class of public utility from the above PU Code provisions
if it finds that the application thereof to such public utility
or class of public utility is not necessary in the public interest.
CSI, in support of its request, notes that it will not construct
or own any facilities and equipment but will rather sell service
which will use the facilities and equipment of the underlying
carrier. Consequently, according to CSI, observation of the
above PU Code Section will not serve the purpose o0f protecting
investment in facilities against improvident financial manipula-
tion by utility management and strict enforcement of the provisions
would only increase costs and impede competition while providing
no attendant protection to ¢onsumers.

This issue is before us in Application (A.) 84-03-92
of the California Association of Long Distance Telephone Companies
and provides a larger forum in which to address these considera=-
tions. Accordingly, we will deny CSI's request in this application.
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In Interim D.83-06-080 on the Partnership’'s A.83-01-12,
we stated in Finding 25: ' '

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

CSI'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. In its application,
CSI alleges that:

1. Its proposed intrastate cellular
resale services are desi¢gned to meet
the cellular radio service needs of
subscribers of all sizes, including
residential and small business subscribers.

Its proposed intrastate resale of
cellular service will provide competi-
tion in the cellular radio service market
which will benefit the public at large
and could lead to lower rates.

Coanission approval of the instant
application and the principle of
competition within the cellular radio
service market will bring the following
long=-term benefits to California
cellular subscribers:

a. Lower-priced and better quality
sexvices;

b. Innovative telecommunications
sexvices and equipment offerings
as well as increased consuner
choice:
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Efficient use of existing
conmunications resources as
well as‘increased diversifica-
tion and relizbility of supply
of communications services: and

Development of an expanded tele-
communications supply industry in
California with attendant employ-

ment opporturities for California
residents.

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

CSI estimates that by the end of 1984, it will have
approximately 2,000 subscribers in California and that by the
end of 1988, it will have approximately 20,000 subscribers in
California.

Copies of the application were served on potential

conpetitors within California and no protests were received.

CSI included copies of its financial statements as
of Septemder 30, 1983 showing assets totaling $722,079. For
the year ended September 30, 1983, CSI showed a net income after
income taxes of $99,639.

Upon certification, CSI will be subject to reporting
requirenents deemed appropriate by this Commission. One of these
requirements is the nanner 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, how-
ever, 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 c¢xpenses of utility 0perauions

should be ueRrCthC” from nonu*l ity
operationsg

Charges from affiliates zhould be broken down

so that each ¥ind of charge can de
identified.

Revenue accounts should be appropriately
subdivided (s2c¢cess peak, off-peak, service

order charges., custom calling, directory
isting, etec.)-

Expense accounts shouléd be grouped to provide
a total for aaleu and marketing expense.

This would include, in subaccounts,
advertising, promotion and incentives, sales
salaries and commigsions, sales venicle
expense, ctc.

Genersl and administreotive expenses should he
subdivided %0 identify rent and lease

expense, billing expense, salaries,
insurance, and other appropriate
subdivisions.

6. Other significant costs, such as unsold ’;//
nunbers inventory, should be separately
identified.

CSI will de directed %o file an gnnual report with the
Commission, in o form prescribed by the Commission. Although CSI
will be expected to have detailed operating information available in
its records, for competitive reasons it may not bhe reguired té
¢isclose such detail in its filed annual reports.
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C3I ic not a radiotelephone utility as defined in PU Code
Section 4902.7 Thérefore, it iz rot subject %o *he fee system
prescrided by PU Code Sections 4905. e+ geg., but is instead subject
V0 the fee system set forth in PU Code Chapter 2.5, Article 3. Ry
Resolution M~4727, the Commission set the “ee level for <elephone
corporations at 0.07 of 1% (0.0007) of revenue cubject to the fee,
preseridbed the method of remitting the fee, and directed the
application of a billing surcharge of 0.07% %o customer billings.3
CSI will be ordered to provide in its tarifs rules for the imposition
of thic surcharge.
Pindings of Yact

1. CSI has the abi ity, experience, equipment, and finsneisal
resources to perform the proposed service. ’

2. Public convenience and necessity require the service
proyposed by CSI.

2. CBI should file 2 set of tariffs similar in scope to the
retall tariffs set forth in D.84-04-014 for +he Partnershiyp.

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

? In D.84-04-014 in A.87-01-012, we feternined thet resellers of
celluler service are teleprone corporations under PU Code Sections
216(b), 233, and 2%4, and are subject to our jurisdiction. However,
they are not radiotelephone utilities as defined in Section 4902,
vecause they do not furnish "domestic public land mobile ra2dio
service" as described in 47 CFR 22, bt instead furrnish "domesti
public cellular radio telecommunications gervice."

7 Zy Resolution M~47%5, the Cdmmission on May 2, 1984, adjusted
fgés percentage Yo 0.1% (0.001), effective for the fiscal year 1984-
y s_. ‘

-8 -
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5. The time constraints of Sectiors IV, V, and VI of GO 96-A
e

re unduly resirictive at thiz +ine.
6. At this time, it appears that the cellular market will be o
highly competitive one. '

cellular radio service market which will benefit the public at large.

€. It can be seen with certainty that there is no possibility
that the activity in question may have s significant effect on the
environment. ‘

v
v
T. CSI's proposed, operations will provide competition in the J/
v

©. CSI should keep its records as detailed on page 7 of this
decision. '

10. A public hearing is not necessary. . ¢
Conclusions of Law

1. The applicstion should be granted as provided in “he order
which follows. _

2. CSI should be exempt from “he provisions of Sections v, v,
and VI of this Commission's €GO 96-A and may file 4ariff revisions on »/
15 days' notice. '

3. CSI should not be exempt from the provisions of PU Code
Sections 816-830 and 851-8565.

&- CSI iz not a radiotelephone utility ac defined in PU Code
Section 4902.

5. (€SI i3 subject to the fee system set forth in PU Code
Chepter 2.5, Article 3. o

6. The appropriate surcharge under Conclusion of Law 5 is
0.07% for the fiscal year 1983-1984, and 0.1% for the fiscal year 7
1084-1985. | ,

T. 3Becazuse of the immediate need for the service, the order
should become effective today. :

The certificate hereinafter granted is subject o the
provision of law that the Commission shall have no power to authorize
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the capitelizetion of this CPC&N or the right to own, operate,
enjoy'such CPC&N in excess of the amount (exclusive of any %ax
annual charge) actually paid to the State as the consideration
the issuance of such CPC&N or righ+.
ORDER
IT IS ORDERED that:

1. A certificate of pudblic convenience ané necessity is
granted $o Communications Signaling, Inc. (CSI) %0 operate 23 a
reseller of cellular radio telecommanications services within
California. |

2. On or after the effective date of +his order CSI is
authorized to file teriff schedules for 4he resale of cellular mobdile
radiotelephone service in the Los Angeles ares purchased from the Los
Angeles SMSA Limited Partnerahip (Par+tnership). This £iling shall
comply with General Order (GO) 96~A, except that CSI is authorized to
enploy <the alternate method of page numbering described in
Resolutions U-275 and T-4886 at its electicn. The initial filing
shall contain at least the Preliminary Statement, Table of Contents,
and Rate Schedules, the rates and charges +0 be those reguested by
CSI in its application together with the remaining retail ratesc and
charges authorized to the Partnership by Decision 84-04-014, the
£iling 40 be effective on not less “han five days' notice. CSI shall
file the remzining tariff schedules, to include rules and forms as
prescrided by GO 96-A, no later than 10 days following the effective
date of this crder, to be effective on not less than five days'
notice. The ¥ariff shall provide for 2 user fee surcharge of 0.07%
for the figcal year 1983-1984, and 0.1% for <he fiscal year 1984-85.

5. CSI is to keep its records as detailed on page 7 of this [/
decision. | B
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. 4. The certificate of public convenience and necegsity is
granted as set forth above; the application to be exempted from the
provisions of Sections IV, V, and VI of GO 96~A iz granted in part v
. and the application to be exeompt from the provisions of PU Code
Sections 216-8%0 and 851855 ig denied. > »,/
This order is effective today.
Dated June 6, 1984, 9t San Franciseo, California.

LEONARD M. CGRIMES, JR.
President
VICTOR CALVO
DONALD VIAL
WILLIAM T. BAGLEY. .
‘ Commiscioners

Commissioner Priscilla C. Grew,
bezng necessarily absent, did not
. participate.
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CSI alleges in its application that resale cellular
radio service competitors have minimal market power and corre-
spondingly little ability to influence prices and, therefore,
we should adopt a regulatory scheme that will allow the develop-
ment of competition. Precisely for this reason we have set
the wholesale and retail tariff levels to p:déide an adequate
margin to enable resellers to enter the cdﬁbetitive marketplace
as bona f£ide competitors.

Sections IV, V, and VI o GO 96~A'relate to filed and
effective dates of tariffs, procedures in filing tariff sheets which
do not increase rates or charges, and procedures in f£iling
increased rates, respectively. In general these provisions
require a showing before tﬁ;s Comnission justifying any increase
and provide that rates will become effective 30 days after
filing tariff sheets which do not increase rates, or 30 days after
filing an authorized/increase unless Commission authorization
for a shorter period is obtained. CSI suggests that the Commission
exempt resellers from the above GO 96-A provisions and allow
tariff revisions/to become effective on one day's notice. It
is essential, cgnsidering the newness of this market, that we
naintain time Jdimitations set forth in Sections IV, V, and VI
of GO 96~A to/provide sufficient time for Commission staff
review and cémpetitor participation in any rate revision proposal
made by a cellular reseller. CSI's request is therefore denied.

ticle 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
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Revenue and expenses of utility operations
should be segregated from nonutility operations.

Charges from affiliates should be broken
down so that each kind of charge can be
identified.

Revenue accounts should be appropriately )
subdivided (access, peak, oif-peak, service -~

order charges, custom calling, directory
listing, etc.s.

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

/
General and administrative expenses should
be subdivided to identify rent and lease
expense, billing expense, salaries, insurance,
and other appropridte subdivisions.

6. Other significant costs, such as unsold lines
inventory, shepld be separately identified.

CSI will be directed to file an annual report with
the Comnission, in a form/;rescribed by the Commission. Although
CSI will be expected to/have detailed operating information
available in its records, for competitive reasons it may not be
recquired to disclose/zuch detail in its filed annual reports.

CsI is nd@ a radiotelephone utility as defined in PU
Code Section 4902( Therefore, it is not subject to the fee systenm
prescribed by Pqéeode Sections 4905, et seg., but is instead
subject to thﬁ/%ee systen set forth in PU Code Chapter 2.5,
Article 3. ,Bf 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. CSI will be ordered to provide
in its tariff rules for the imposition of this surcharge.
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Findines of Fact

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

2. Public convenience and necessity require the service
proposed by CSI. -

3. CSI 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 of exemption from the provisions of PU Code
Sections 816-830 and 851-855 is before us in a broader proceeding
than this application. '

5. The time constraints of Sections IV, Vv, and VI of GO

96~A provide an opportunity for staff analysis of an&-competitor
participation in rate revisions:

6. CSI's proposed operé%ions 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/&uestion may have a significant effect on the
environment.

8. CSI should keep lts records as detailed on page 7 of
this decision.

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

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

- CSI should not be exempt from the provisions of Sections

v, Vv, and VI of this Commission's GO 96-A.

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

5. CSI is subject to 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 service, the order
should become effective today.

The certificate hereinafter granted is suﬁ/;ct to the
provision of law that the Commission shall have no power to
authorize the capitalization of this CPC&N/ég the right to own,
operate, or enjoy such CPC&N in excess f the amount (exclusive
of any tax or annual charge) actua paid to the State as the
consideration for the issuance of/such CPCSN or right.

o

IT IS ORDERED thakt:

1. A certificate of public convenience and necessity is
granted to Communications Signaling, Inc. (CSI) to operate as a
reseller of cellular/radio telecommunications services within
California.

2. Om or after the effective date of this order €SI is
authorized to giie 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 CSIY is authorized to employ the alternate method of page
numbering described in Resolutions U-275 and T-4886 at its
election. The initial filing shall contain at least the Preliminary
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Statement, Table of Contents, and Rate Schedules, the rates and
charges to be those requested by CSI 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. CSI shall file the remaining. -
tariff schedules, to include rules and forms as prescribed/ﬁ§

GO 96-A, no later than 10 days following the effective-date of
this order, to be effective on not less than five da§;' notice.
The tariff shall provide for a user fee surch%;ge of 0.07%.

3. €SI is to keep its records as detailed on page 7 of
this decision.

4. The certificate of public co Yenience and necessity is
granted as set forth above; the application to be exempted from
the provisions of Sections IV, V Aand VI of GO 96-A and from the
provisions of PU Code Sections B816-830 and 851855 is denied.

5. The application ;/ granted as set forth above.

This order is effective today.
Dated UN 6 1984 , at San Francisco, Californix.

TLEZONAZD M. GRIMES, JR.
" Proesident
TICTOR CALVQ
DONALD VIAL
WILLIAM T. BAGLEY
S Commisoioners

Commissionar Priceilla C. Grow,
beloy nocessarily adsent, &id
ot partieipato




