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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of The Los Angeles
Cellular Telephone Company for a
Certificate of Public Con-
venlence and Necessity to Resell
Cellular Radiotelephore Service
in the Los Angeles Cellular
Geographic Service Area.

Application 84-05-043
(Filed May 11, 1984)
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OPINION

The Los Angeles Cellular Telephone Company (LACTC),
a general partnership consisting of Los Angeles Cellular
Corporation and LIN Cellular Communications Corporation, seeks
’ & certificate of public convenience and necessity (CPC&N) to
operate as a resale carvier providing cellular radio service
o within the State of California.
LACTC represents two of the four nonwireline applicants
' before the Federal Communications Commission (FCC) for cellular
authorization in the Los Angeles Cellular Geographic Service Area
(LACGSA). By Application (A.) 83-04-21 as amended om August 3,
1983, LACTC seeks a CPC&N from this Commission to construct a
cellular system in the LACGSA. However, according to LACTC,
authorization and construction of such a system have been deferred
due to the contimuing pendency of adversarial nroceedings at the
? FCC between LACTC and the remaining nonwireline applicants.
\ Consequently, to mitigate the potentially anticompetitive impact
of a wireline carrier entering the marketplace before this non-
wirelive carrier, LACIC is requesting certification as a reseller
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as envisioned in Decision (D.) 84-04=-014 dated April 4, 1984
on Los Angeles SMSA Limited Partuership's (Partunership) A.83-01-12.

LACIC included with the application a forecast of its
revenues and operating expenses for the first and fifth full years
of operation as a reseller. According to these forecasts, LACIC
will have 1,920 telephones in service at the end of the first
year with a pretax operating loss of $1,069,926, and will have
9,600 telephones in service at the end of the fifth year with a
pretax operating profit of $1,297,020.

LACTC also attached to the application its proposed
rates and conditions of service for the resale of cellular service.
The proposed rates and conditions of gervice were in a large part
the same as those proposed by Pac Tel Mobile Access in its
application for a CPC&N as a reseller filed on or about March 16,
1984. The rates paralleled those established for the Partmership
by D.84-04-014. These tariffs were reviewed in detail by this
Commission and its staff before being authorized by D.84-04-014.
It is our intemt that such tariff provisions be used as a model
for other resellers im the Los Angeles area. Consequently, we
will require 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 ag 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 Deviacions,
Rules, and Sample Foxrms, as prescribed in Section I1 of General
Oxder (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 remaining
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meterial will be reviewed by st2ff preparatory to an 2dvice
letter filing per GO 96~A. We will authorize LACTC to deviate
from the page numbering system prescribed by GO 96-A, Section II.
C.(1)(?) and to substitute the system gemerally eaployed by the
major wireline exchange carriers, at its electionaé

In Interim D.83-06-080 on the Partmership's Apniication
23-01~12, we stated in Finding 25:

"25. A xesale plan that comstitutes &
vichble business opportunity and thereby
permits the nonwireline carrier -o enter
the zarketplace as a bora f£ide competitor
is necessary to mitigate any adverse
eflects of the early entry into the
cellular marketplace of a wireline carrier
in advance of 2 nonwireline carrier.”
(Mireo. page 38.)

LACTC's proposed operations, as well as the operations
of other resellers in the area, dovetail with the resale concept
eavisioned in the above~quoted Finding 25.

Once certificated, LACTC will be subject to reporting

requirements deemed appropriate by this Commission., One of these
requirements is the manner in which xecords are kept.

1/ The alternate system is described in Commission Resolutions
U~275 (Maxch 25, 1947) and T~4886 (February 26, 1962).
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ther resellers =11 5 have askxed that the

Iors

Comnmission exempt them from the requi & GO 96-A, Sectionz IV,
VvV, ané VI.

There is merit to the arguments presented by resellers that
the Coxmission consider some modifications of GO 96~A. The bacice
purpose of Sections IV, V, and VI of GO 96-A iz to provide an orderly
procedure to control the rates and services of 2 monopoly utility.

e rules are sudbjeet to revision where the Commission deenms

In this case, we are not dealing with a monopoly
cituation. AT this time, it appeers that the cellular market will be
a highly competitive one. The basic scheme established by the FCC
allowing *two major carriers, one wireline and one non=wireline, %o
operate in the same Yerritory, coupled with the provisions for the
wholesale marketing of this cervice, is designed %o prdmote vigorous
competition in cellular markets.

Under these circumstances, our tradivional tariff filing
requirement of a 30-day review period should not be necessary.
Irdeed, in = new and dynamic market such as celluler %elephone, this
reguiresent could inpede the provision of rates and services which
are responsive to customer needs. We, of course, will monitor the
cellular market and if we find adusive or unfair practices by
resellers, we will take corrective action aimed a% eliminatiﬁg suc¢h
practices. Therefore, we will permit all resellers %o make the
requested tariff changes on 15 days' notice.

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
Commission will not issue detailed account instructions. Each
cellular communications company will, nowever, be expected %o
naintain ite Hooks in such detail that financial data relating to i+
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 droken down
€0 that each kind of charge can de
identified.

Revenue accounts should be approprisctel
subdivided (access, peak, off-peak, service

order charges, custom ¢alling, directory
listing, etc.j.

Zxpense accounts should he grouped to provide
a total for sales and marketing expense.

This would ineclude, in subaccounts,
advertising, promotion ané incentives, sales
salaries and commissions, sales vericle
expense, e%e.

General and administrative cxpenses should he
subdivided to identify rent and lease
eéxpense, billing expense, salaries,
insurance., and other appropriate
subdivisions.

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

LACTC will be directed to file an annual report with the Commizsion
in a forz prescribed by the Commizsion. Although LACTC will be
expected to have detailed operating information availasble in its
records, for competitive reasons it may not be required to discloce
such detail in its filed annual reporss. |

b4
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LACZC is not a radiotelephone utility sz defined in PU Code

Seetion 4902.2 Therefore, it is not sudbject vo the fee cystenm
presceribed by PU Code Sections 4905, et seg., dut is inctead subject
t0 the fee system get forth in PU Code Chapter 2.5, Article *. B2y
Resolution M~4727, the Commission set the fee level for telephone
corporations a2t 0.07 of 1% (0.0007) of revenue subject %0 the fee,
prescrived the method of remitting the feeo, and directed the
application of a billing surcharge of 0.07% %o customer billings.3
ZACTC will ve ordered to provide in itz tariff rules for the
imposition of this surcharge.
Pindings 0% Fact

1. LACTC has the ability, experience, egquipment, 2néd financial
resources to perform the proposed szervice.

2. Public¢ convenience and necessity reguire the service
proposed by LACIC. '

3. LACTC should file a zet of tariffs similar in scope %0 the
retail tarifls set forth in D.84-04-014 for the Partnerchip.

4. LACTC's provosed operations will provide competition in <the
cellular radio cervice market which will bdenefit the public at large.

2 In D.84-04-014 in A.83-01-.12, we determined that resellers of
cellular service are “telephone corporations under PU Code Sections
216(b), 23%, and 234, and azre subject %o our jurizdiction. However,
they are not radiotelephone utilities as defined in Section 4902,
because they do not furnish "domestic public land mobile radio
service" ag descrided in 47 CFR 22, bdut instead furnish "domestic
public cellular radio teleccommunications service."”

5 By Resolution M-~4735, <he Commizsion on May 2, 1984, adjusted
?8%; percentage to 0.1% (0.001), effective for the fiscal year 1984~

-6 -
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5. It can be seen with certainty that there is no poésibility
that the activity in question may have a significant effect on the
environment.

6. A% the present time 1t appears that the cellular market is
nighly competitive.

7. Other resellers of cellnlar service are being exempted £roo
Seetione IV, V, and VI of GO Q6-A und authorized %o make tariff
revisions on 15 days' notice.

8. ILACTIC should keep i%tz records in such detail as deserided
on page 5 of this decision.

9. A public hearing ic not necessary.

Conclusions of Law

t. The applicatior should be granted as provided in the order
which followse.

2. LACTC is not a radiotelephone utility 2c defined in PU Code
Section 4002.

5. LACTC ig subject to the fee sysztem set forth in PU Code
Chapter 2.5. Article 3.

4. The appropriate surcharge pursuant 4o Conclusion of Law 7
is 0.07% for the fiscal year 1983-1984, and Q.19 for the fiscal year
1984-1985. '

5. 3Zecause of the immediate need for +he service, the order
should bvecome effective 4oday. A

The certificate hereinafter granted is subject %o the .
provision of law that the Commission shall have no power to authorize
The capitalization of this CPC&N or the right to own, operate, or
enjoy such CPC&ZN in excess of the amount (exclusive of any tax or
annual charge) actually paid to the State 25 the consideration for
the issuance of such CPC&N or right.
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IT7 IS ORDERED

1. A cervificate of public convenience and necessity is
granted to Los Angeles Cellular Telephone Company (LACTC) %o operate
as a reseller of cellular radio telecommunications services within
California. |

2. On or after the effective date of this order LACTC is
autnorized to file tariff schedules for the resale of cellﬁlar mobile
radiotelephone service in the Los Angeles area purchased from the Los
Angeles SMSA Limited Partnership. This filing ghall comply with
General Order 964A, except that LACIC is auvthorized 0 enploy *the
alternate method of page numbering described in Resolutions U=-275 and
T-4886 2%t its election. The initial filing shall contain at least
the Preliminary Statement, Tadble of Contents, and Rate Schedules, %he
rates and charges to be those reta2il retes and charges authorized to
the Los Angeles SMSA Limited Partnership by Decision 84-04~014, the
filing to be effective on not less than five déys' notice. LACTC
shall file the remaining tariff schedules, to include rules and forms
as prescribed by Generzl Order 96-A, no later than 10 days following
the effective date of this order, to be effective on not less than
five days' notice. The tariff shall provide for a user fee surcharge
of 0.07% for the Siscal year 1983=1084, and 0.1% for the fiscal year
1984-85.

3. LACTC is %o keep its records as detailed on page 5 of %this
decision.

4. IACIC iz exempted from the provisions of Sections IV, V,
and VI of General Order 96-A and is authorized to make tarif?
revisions effective on 15 days' notice.
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5.

The application iz granted as set forth above.
This order is effective today.

Dated June 6, 1984, at San Francisco, California.

LEONARD M. GRIMES, JR.

President
VICIOR CALVO
DONALD VIAL: o
 WILLIAM T. BAGLEY
Commissioners

Conmissioner Priccilla C. Grew,
being necescarily absent, did not
participate.
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material will be reviewed by staff preparatory to an advice
letter £iling per GO 96-A. We will authorize LACIC 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 wirelime exchange carriers, at its election.=

In Interim D.83-06-080 on the Partmership's Application .
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 2 bona fide competitor

is mecessary 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.)

LACIC's proposed operat%gns, as well as the operations
of other resellers in the area,‘govetail with the resale concept

envisioned in the above-quoted Finding 25.

Once certificated,/LACIC will be subject to reporting
requirements deemed appropriate by this Commission. Ome of these
requirements is the mannegr in which records are kept. |

The Commission is currently developing a Uniform System
of Accounts for cellylar communications commanies. Vntil
a uniform accounting system for cellular companies has been
prescribed, the Cé&mission will not issue detailed account
instructions. REach cellular communications company will,
however, be 3 pected to maintain its books in such detail that

financial data relating to its operations can be assembled upon
request.

1/ The altermate system is described in Commission Resolutions
U-275 (Maxch 25, 1947) and T-4886 (February 26, 1962).
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Revenue and expenses of utility operations
should be segregated from nonutility
operations.

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

Revenue accounts should be appropriately
subdivided (access, peak, off peak,
service order charges, custom calling,
directory listing, etc.).

Expense accounts should be grouped so ,
as to provide a total for sales and e
marketing expense. This would include,

in subaccounts, advertising, promotion

and incentives, sales salaries—and

comissions, sales vehicle-expense, etc.

g

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

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

LACTC will be dﬁfzcted to £ile an annual report with the
Commission, in & form prescribed by the Commission. Although
LACIC will ﬁé expected to have detailed operating information
available in its records, for competitive reasons it may mnot be
requiré& to disclose such detail in its £iled annual reports.
IACIC is not a radiotelephone utility as defimed In
PU.Code Section 4902. Therefore, it is not subject to the fee
system prescribed by PU Code Sectioms 4905 et seq., but is
instead 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 corporatioms at 0.07 of 1% (0.0007) of
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revenue subject to the feé, prescribed the method of remitting
the fee, and directed the application of a billing surcharge of
0.077% to customer billings.Z/ LACTC will be oxdered to provide in
its tariff rules for the imposition of this surcharge.

Findings of Fact

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

2. Public convenience and necessity require the” service
proposed by LACIC.

3. 1ACTC should £file a set of tarif sinilar in scope to
the retail tariffs set forth in D. 84-03/014 for the Partmership.

4. LACIC's proposed opcratiog;/will provide competition
in the cellular radio service market which will benefit the
public at laxge.

5. It can be seen.wit certainty that there is no
possibility that the activi:y in question may have a significant
effect on the environmenb('

6. LACTC should "ep its records in such detail as
described on pages 3 and 4 of this decision.

7. A public h/;ring is not necessary.

Conclusions of Law

1. The application should be granted as provided in the
oxdex which folibws.

2. LACTC~is not a radiotelephone utility as defined in
PU Code Sectfsn 4902,

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

4. The appropriate surcharge pursuant to Conclusion of
Law 3 15 0.07% for the fiscal yvear 1983-1984, and 0.1% for the
£iscal vear 1984-1985.

2/ By Resolution M-4735, the Commission on May 2, 1984, adjusted
-~ this percentage to 0.1% (0 001), effective £or the fiscal
yvear 1984-1985,
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5. Because of the immediate need for the service, the
oxrder should become effective today.

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-own,
operate, or enjoy such CPC&N in excess of the amount/CE;élustve
of any tax or anmual charge) actually paid to the“State as the
consideration for the issuance of such CPC&N~or right.

IT IS ORDERED that:

1. A certificate of public convenience and necessity
is granted to Los Angeles CelIGiar Telephone Company (LACIC)
to operate as a reseller qf/éellular radio telecommunications
services within Califoruf;.

2. On or after/the effective date of this order LACTIC is
authorized to file tariff schedules for the resale of cellular
mobile radioteleghone service in the Los Angeles area purchased
from the Los Angeles SMSA Limited Partnership. This £iling shall
comply with Gdéeral Order 96-A except that LACTC is authorized
to employ the alternate method of page mumbering described in
Resoluti:zs U=275 and T-4886 at its election. The initial £iling

ghall cq/ ain at least the Preliminary Statement, Table of
Contents, and Rate Schedules, the rates and charges to be those
retail ‘rates and charges authorized to the Los Angeles SMSA
Limited Partnership by Decision 84-04-014, the £iling to be
effective on not less than five days' notice. LACTC shall file
the remaining tariff schedules, to include rules and forms as
prescribed by General Order 96-A, no later than 10 days following




A.84~05-043 ALJ/ra

the effective date of this order, to be effective on not less
than five days' notice. The tariff shall provide for a user
fee surcharge of 0.07% for fiscal year 198321984, and 0.1% e
for the fiscal year 1984-1985.
3. LACTAC is to keep its records as detailed~dn pages 3
and 4 of this decision.
4. The application is granted as set- forth above.
This order is effective today
patea - JUN. 61984 {an Francisco, California.

el

TONARD M. GRIMES. JR.
Lyeosident
VICTOR CALVO
DONALD VIAL
WILLIAM T. 2AGLEY
Coxniscionors

Commizzioner Priseilla C. Grow,
boing necossarily abaent, 414
not participate ‘




