
ALJ/emk/ra 

Dee is ion 84 07 119 JUL ~ 8 1984 

~.--.-

!fiJ
' . r I' •• ''--'" -. .... 

L-~ I 4.J ," o': (I . ' .; ',i- ,..-., .... ; J r I j ,I_ J ' ' • I , I . UlG 1 I' ,- I '.;,:.;;. t ~'4 ;., I r I.' : ,t. , , 
40./ l .... ; iJ " . - f! 

- L..J ',.J L.n..; i..:=z 

BEFORE THE P'O'BLIC UTILITIES COMMISSION OF tHE STATE OF CALIFORNIA 

Applieation of the North American ) 
Cellular Telephone. Inc. for a ) 
Certificate of Public Convenience ) 
and Necessity to Resell Cellular ) 
Radiotelephone Service in ) 
California. and to Issue and ) 
Sell Stock. ) 

) 

OPINION ........... - .... -.-

Application 84-05-104 
(Filed May 30, 1984) 

North American Cellular Telephone, Inc. (NACT), 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 under 
Public Utilities (PO) Code Section 1001 and to issue and sell 
10,000 shares of common stoek under PU Code Sections 816 to 
830. 

NACT initially intends to resell cellular radiotelephone 
service in the greater Los Angeles metropolitan area by purchasing 
cellular service from the Los Angeles SMSA L~ited Partnership 
(Partnership) at the wholesale rates and then reselling the 
service at its tariffed rates to commercial, industrial, buSiness, 
and =esidential subscribers and independent mobile phone dealers. 

NACT was recently incorporated as a California 
corporation and was authorized to issue 10,000 shares of capital 
stock. It has no outstanding stock, has no assets, liabilities. 
or indebtedness, and bas not transacted any business. 
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John M. Dick~ M.D.~ NACT's president and chairman 
of the board of directors~ is president of John M. Dick~ M.D. 
a~d Associates~ Inc. Medical Group and Health Physical Survey 
Labs. He possesses a bachelor of science degree in physics and 
electrical engineering~ a master of arts degree in physics. and 
a doctorate of medicine. 

James M. Skorheim. NACI's vice-preside~t-finance and 
general counsel. is an attorney at law and a certified public 
accountant. 

The proposed opening balance sheet at June 30. 1984, 
attached to the application, indicates assets of $10.000 cash 
and equity of 7.000 shares of stock at $1 per share owned by 
Dr. and Mrs. John M. Dick~ and 3,000 shares of stock at $1 per 
share owned by Mr. and Mrs. James N. Skorheim. Additional 
funding will be obtained through further capital contributions 
and open account advances from Dr. and Mrs. Dick and Mr. and 

Mrs. Skorhefm. Also attached to the application was a balance 
sheet at December 31, 1983 for Dr. and Mrs. Dick~ indicating 
assets of $7.537.500. liabilities of $321.600. and a net worth 
of $7,216,500; and a balance sheet at April 30. 1984 for 
Mr. and Mrs. Skorheim, indicating assets of $184,500~ liabilities 
of $lll~OOO. and a net worth of $73.500. 

NACX has forecasted that by the end of its first full 
year of operation it will have app~oxfmately 1,500 subscribers 
in California and a pretax operating profit of $28~600~ and that 
by the end of its fifth full year of operations it will have 
approximately 7.500 subscribers and a pretax operating profit 
of $1,807,000. 
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NACT proposes to resell cellular service in Los Angeles 
at the following rates: 

Service Establishment Charge 
Change Order 
Monthly Access Charge 
Peak Minute Usage 
Off-peak Minute Usage 

$50 .. 00 
15 .. 00 
45.00 

0.45 
0.27 

Decision (D.> 84-04-014 dated April 4~ 1984 on the 
Partne~ship's Application (A.) 83-01-12 for a CPC&N to provide 
a eellula~ radio communications system in the greater Los Angeles 
metropolitan area p~ovided tariffs including rates for both 
wholesale and retail sale of cellular se'!'V'ic:e. The r,~tail service 
establishment charge. monthly access charge, peak minute usage 
charge, and off-peak minute usage charge are as proposed by NACT. 
However, the 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.84-04-0l4. 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 retail 
tariffs generally similar to the retail provisions authorized by 
D.84-04-0l4 and filed by the Partnership. ~e 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, Prel~inary Statement. Rate Schedules~ List 
of Contracts and Deviations~ Rules~ and Sample FO'.CmS, as 
prescribed in Section II of General Oraer (GO) 96-A. We will 
permit the initial filins 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 
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promptly and transmitted to the Commission staff by advice letter 
for review and filing per GO 96-A. We will authorize NACT 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.~/ 

Sections IV, V, and VI of GO 96-A relate to filiDg and 
effective dates, procedures in filing tariff sheets which do not 
increase rates or charges, and procedures in filing increased 
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 filiug 
tariff sheets whieh do not increase rates, or 30 days after 
filing an authorized increase unless Commission authorization 
for a shorter period is obtained. 

NACT indicates that its proposed rates and charges 
set forth above are qualified as "experimental" in view of its 
anticipation that changes ~y be sought when market conditions 
become more clear than they are at present. Consequently, it 
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. Other resellers have made stmilar requests. 

There is merit to the arguments presented by resel-lers· 
that the Commission consider some 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 of a 
monopoly utility. These rules are subject to revision where the 
Commission deems necessary. 

1/ The alternate system is described in Commission Resolutions 
U-275 CMarch 25, 1947) and T-4886 (February 26, 1962). 
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In this case, we are not dealing ~ith a monopoly 
situation. At this time, it appears that the cellular market 
will be a highly competitive one. The basic scheme established 
by the Federal Communications Commission allo~ng two major 
carriers, one wireline and one nonwireline, to operate in the 
same territory, coupled with the provisions for the wholesale 
marketing of this service, is designed to promote vigorous 
competition in cellular markets. 

Under these circumstances, our traditional tariff filing 
requirement of a 30-day review period should not be necessary. 
Indeed, in a new and dynamic market such as cellular telephone, 
this requirement could impede the provision of rates and services 
which are responsive to customer needs. We, of cou~se, will 
monitor the cellular market and if we find abusive or unfair 
practices by resellers, we will take corrective action aimed at 
eliminating such practices_ The~efore, we will permit resellers 
to make the. requested tariff changes on 15 days' notice. 

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

'~5. A resale plan that constitutes a viable 
business opportunity and thereby permits the 
nonwireline c.lrrier to enter the marketplace 
as a bona fide com?Ctitor is necessary to 
mitigate any adverse effeets of the early 
entry into the eellular marketplaee of a 
wireline carrier in advance of a nonwireline 
carrier. II (Mime 0 • page 38.) 
NACT'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 2S. In its application~ 
NACT alleges that Commission approval of this application will 
bring the follOWing long-term benefits to california cellular 
radiotelephone service subscribers: 

-5-



A.84-05-104 AlJ/emk 

1. Innovative cellular radiotelephone 
service to cellular subseribers at 
large; 

2. Increased subscriber choice of service; 
3. Efficient use of existing and proposed 

telecommunications resources; and 
4. Availability of state-of-the-art 

telecommunications services and 
utilization of modern methods of 
telecommunications. 

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

Upon certification 'by this COlXlmission~ NACT will be 

subject to reporting requirements deemed appropriate by this 
Commission. One of these requirements is the manner in which 

~ records are kept. 

• 

The Commission is currently developing a Uniform System 
of Accounts for cellular eom=unications companies. Until a 
uniform accounting system for cellular companies has be~n pre­
scribed~ the Commission 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 opera~ions can be assembled upon 
request: 

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

2. Charges from affiliates should be broken 
down so that each kind of charge can be 
identified • 
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3. Revenue accounts should be a~proxtmately 
subdivided (access, peak, off-peak, ser­
vice order charges, custom calling, 
directory listing, etc.). 

4. 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 sala=ies and commis­
sions, sales vehicle expense, etc. 

5. General and administrative expenses 
should be subdivided to identify rent 
and lease expense, billing expense, 
salaries, insuraDCe, and other appro~ 
priate subdivisions. 

6. Other s~ifieant costs, such 4S unsold 
lines inventory, should be separately 
identified. 

NACT will be directed to file an annual report with 
the Comadssion, in a form prescribed by the Commission. Although. 
NAC! 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 filed annual reports. 

NACT is not a radiotelephone utility as defined in 
PO Code Section 4902.1/ Therefore, it is not subject to the fee 
system presCl:'ibed by PO Code Sections 4905, et seq., but is 

. instead suhject to the !ee system set forth in PO Code section 40l, 

2:.1 I'D,' D .84-04-0 i 4 in A.83~Ol-12, we deeeI'U\ined that resellers of / 
cellular service are telephone corporations under PO Code 
Sections 216(b), 233, and 234~ and are subject to our juris-
diction. However. they ~e 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 instead furnish "domestic public cellular ra.dio tele­
communications service." 
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et seq. ,By Resolution M-4727, the Commission set the fee 

level for telephone corporations at 0.07 of 11. (0.0007) of revenue 
subject to the fee. prescribed the method of remitting the fee. 
and directed the application of a billing surcharge of O.O~ 
to customer billings.1/ NACT will be ordered to provide in its 
tariff rules for the imposition of this surcharge. 
Findings of Fact 

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

2. Public convenience and neces:sity require the service 
proposed by NACT. 

3. NACT should file a set of tariffs similar in scope to 
the retail tariffs set forth in D.84-C~-Ol4 for the Partnership. 

4. The proposed stock issue is for lawful purposes and 
the money, property, or labor to be obtained by it are required 
for these purposes. Proceeds from the security issue may not 
be charged to operating expenses or income. 

S. The time constraints of Seet1:'ons IV, V, and VI of GO 96-A 
are unduly restrictive at this time. 

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

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

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

21 By Resolution M-4735. the Commission on May 2, 1984 established 
the fee for the fiscal year 1984-1985 at 0.11. (.001). 
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9. NACT should keep its records as detailed on pages 6 
and 7 of this decision. 

10. A public: hearing is not necessary. 
Conclusions of taw 

1.. The application should be granted as ~rovided in 1:be 

order wb.ic:h follows. 
2. NACT should be exempt from the provisions of Sect101lS rl, 

V, and VI of this Commission r s GO 96-A and may file tariffs to 
bec:ome effective on 15 days' notice. 

3. NAC! is not a rad!otelephone utili~y as defined in 
PO Code Section 4902. 

4. NACT is subject to the fee system set forth in PO Code 
Section 40l, et seq. 

5.. The appropriate surcharge under Conclusion of I.aw 4 is 
0.1% for the fiscal year 1984-1~85. ~ 

6. Because of the immediate r..eed for the service, the 

order should bee~ 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 exeess of the amount (exclusive 
of any tax or annual charge) actually, ;>aid to the Sta.te as the 

consideration for the issuance of such CPC&N or right .. 
The number of shares outstanding, the total par (stated) 

value of the shares, and the dividends paid do not determine 
allowable t'eturn on plant investment. This authorization is 
not a finding of the value of the utility's stock or property, 
nor does it indicate the amounts to be included in ratesetting 
proeeedi'D8s. 
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ORDER 
---~-

IT IS ORDERED that: 
1. A certificate of public convenience and necessity is 

granted to North American Cellular Telephone, Inc, (NACT) to 
operate as a reseller of cellular radio telecommunications services 
within California. 

2. On or after the effective date of this order NACT is 
author.ized to file tariff schedules for the resa.le of cellula.r 
mobile radiotelephone service in the Los Angeles area purchased 
from the Los Angeles SMSA Limited Partnership (Partnership). 
This filing shall comply with General Order (GO) 96-A, except 
that NACT is authorized to employ the alternate method of page 
numbering described in Resolutions U-27S and 'I-4886 at its 
election. The initial filing shall contain at least the 
Preliminary Statement, Table of Contents, and Rate Schedules, 
the rates and charges to be those requested by NACT in its 
application, together with the remaining retail rates and charges 
authorized to the Part'Oet"ship by Decision 84-04-014, the filing 

to be effective on not less than five days' notice. NAC'I shall 
file the remai~it18 tariff schedules, to include rules and form..c; 
as prescribed by GO 96-A, no later than 10 days following the 

effective date of this oraer~ to be effective on not less than 
five days' notice. The tariff shall provide for a user fee 
surcharge of 0.1% for the fiscal year 1984-1985. 

3. NACT is to keep its records as detailed on pages 6 and 7 
of this deciSion. 
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4. On or after the effective date of this order, but 
before September 30, 1984, for the purposes specified, NACT may 
issue up to 10,000 snares of common stock with par (stated) 
value of $1 per share. 

5. NACT shall file the reports required by GO Series 24. 

6. 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 qranted 
in part. 

The authority granted by this order to issue stock shall 
become effective when the issuer pays $50, set by PO Code Section 
1904.1. In all other respects, this order is effective today. 

~ated JU ... I; 8 ~1984 ~ ____________________ , at San FranCiSCO, California. 

PU&UC UTllJTIES COMMSSSION 
STATE OF CAUFORNIA 

1ZC!,! ..... \D ~. C::::rXZS. JR. 
PrE:::iC:ot:.t 

VT C~lo:r;~ t;(~·7./·;O 

?:r.::SC!!.1:~ c .. CE.:!,~ 
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3. Revenue accounts should be approximately 
subdivided (access~ peak~ off-peak~ ser­
vice order charges, cu~~om eal11ng~ 
directory listing~ etc.).. /' 

4. Expense accounts sho~ld be grouped to /' 
provide a total for sales and marketiF& 
expense. This wou!.d include~ in s~ 
accounts~ advertising~ promotion;rnd 
incentives~ sales salaries and .... c:("ommis­
sions~ sales vehif:le expensep/etc. 

5. General and administrative~xpenses 
should be subdivided to ~entify rent 
and lease expense, bil~i~g expense~ 
salaries~ insu~anee~ and other appro­
priate subdivisions~~ 

6. Other significant ~sts~ such as unsold 
lines inventory ~ ~':"ould be separately 
ident if!ed. / _ 

NACT will be directed to file an annual report with e the Comm:i.ssion~ in a form Jrescribed by the Commission. Although 
NACT will be expected toJhave detailed operating information 
available in its recordls~ for competitive reasons it may not 
be required to discl~e such detail in its filed annual re~rts. 

,e 

NACT is not a radiotelephone utility as defined in 
PU Code Section 4102.!/ Therefore~ it is not subject to the fee 
system prescribecY by PU Code Sections 4905~ et seq .. ~ but is 

instead SUbjee~O the fee system set forth in PU Code Section 401, 

ZI In D.84-04-l04 in A.83-0l-12~ we determined that resellers of 
cellular/service are telephone corporations under PU Code 
Section$2l6(b)~ 233~ and 234, and are subject to our juris­
diction(. 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 en 22" 
but instead furnish "domestic public cellular radio tele­
communications service." 
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9. NACT should keep its records as detailed on pages 6 
and 7 of this decision. 

10. A public hearing is not necessary. ,/ 
Conclusions of Law ~ 

1. The application should be granted a~ovided in the 
order which follows. ~ __ 

2. NACT should be exempt from th~rOVisions of Sections 
V, and VI of this Commission's GO 96-A/a.nd may file tariffs to 
become effective on 15 days' notic$-/ 

3. NACT is not a radiotel~bone utility as defined in 
PU Code Section 4902. ~ 

4. NAC'I' is SUbjecZto he fee system set forth in PO' Code 
Section 401, et seq. 

S. The appropriat surcharge under Conclusion of Law 4 is 
/ 

0.077. for fiscal year 1983-l984, and O.l~ for the fiscal year 
1984-1985. ~ 

6. Because 01 the immediate need for the service, the 
I order should become effective today. 

I 
The ce~tificate hereinafter granted is subject to the 

I 
provision of law that the Commission shall have no power to 
authorize thci capitalization of this CPC&N or the right to own, 
operate, 01 enjoy such C?C&N in excess of the amount (exclusive 

I 

of any taX or annual charge) actually paid to the State as the 
/ 

consideration for the issuance of such CPCSN or rtght. 
The numbe~ of shares outstanding, the total par (stated) 

value of the shares, and the dividends paid do not determine 
allowable return on plant investment. 'l'his authorization is 
not a finding of the value of the utility's stock or property, 
nor does it indieate the amounts to be included in ratesetting 
proceedings. 
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ORDER ---- ..... -
IT IS ORDERED that: 

1. A certificaee of public convenience and necessity is 
~ .. " 

granted to North American Cellular 'Ielepbone_ I~(NACT) eo 
operate as a reseller of cellular radio telecommunications services 
within California. / 

2. On or after the effective datyof this order NACT is 
authorized to file tariff schedules for the resale of cellular 
mobile radiotele?hone service in th~Los Angeles area purchased 

/ 
from the los Angeles SMSA LimitejlPartnerShip (Partnership). 
Ihis filing shall comply with General Order (GO) 96-A_ except 
that NAC! is authorized to e~oy the alternate method of page 
numbering described in Res~tions U-275 and T-4886 at its 
election. The initial fi~ng shall contain at least the 
Prel~inary Statement~ ~ble of Contents, and Rate Schedules~ 

/ 
the rates and charges~o be those requested by NACT in its 
application, togeth~ with the remaining retail rates and charges 
authorized to the ~rtnership by Decision 84-04-014, the filing 
to be effective o~ not less than five days' notice. NACT shall 
file the remain1~g tariff schedules_ to include rules and forms 

'/ 
as prescribed by GO 96-A, no later than 10 days following the 

I 
effective date of this order, to be effective on not less than 
five days' ~tice. The tariff shall provide for a user fee 

I 
surcharge/of 0.077. for the fiscal year 1983-1984~ and 0.11. for 
the fisca1 year 1934-1985. 

0/ NACT is to keep its records as detailed on pages 6 .and 7 
of this decision. 
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