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S4 OS "O:lS AUG 1 19S4 
Decision -----

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ~ 
of Southland Communications. Inc •• 
& California Corporation. DBA 
Air Call of California, for a 
Cert1fiea.te of Public Convenie'DCe 
to Operate as a Reseller of 
Cellular Radio Telecom:mmieat:i.ons 
Withiu California. 

Application 84-06-056 
(Filed June IS. 1984) 

OPINION _..a-.. ..... ___ __ 

Southland Communications. Inc. (Southland). a 
California corporation .. which conducts business under the rum&e 

of Air Call of California. 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. 

Southland initially intends to resell cellular 
radiotelephone service in the greater Los Angeles metropolitan 
.area by purchasing cellular service from the Los Angeles SMSA 
L1mited Partnership (Partnership) at the wholesale rates and 
then resellillg the service at its tariffed rates to the end 
users. Since 1979 Southland has been etlgaged in the business 
of selling one-way paging and two-way mobile telephone service 
in the greater Los ADgeles area. as the marketing agent for 
various radiotelephone utilities. It also sells and services 
cODftl1tional and cellular mobile telephonesand pag11lg. "receivers • 
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Southland proposes to resell cellular service in 
Los ADgeles at the following rates: 

Connection Charge $50.00 
Monthly Access Charge 45.00 
Peak Minute Usage 0.45 
Off-peak Minute Usage 0.27 

Decision (D.) 84-04-014 dated April 4~ 1984 on the 

Partnership's Application (A.) 83-01-12 for a CPC&N t~ provide 
a cellular radio communications system in the greater Los Angjeles 
metropolitan area provided tariffs including rates for both 
wbolesale and retail sale of cellular service.. The retail 
comlection charge,. monthly access charge ~ peak minute ~age 
charge. and off-peak minute usage charge are as proposed by 
Southland. However~ the retail tariff prOVisions also included 
charges for mADy optional features.. These retail tariff provisions 
were reviewed 1n detail by this COIrIDusiou and its staff before 

being authorized by D .84-04-014. It is our intent that such 
tariff provisions be uaed 4$ a moclel for other resellers in the 
Los Angeles area. Consequently~ we will require the filing of 
retail taxiffs geDerally similar to the retail provis ions 
authorized by ».84-04-014 and fUed by the Partnership.. We 
recognize that the tariffs as a whole may be somewhat abbreviated 
from those of the primary eerier; however. they must include 
the usual Table of Contents, Preliminary Statement, Rate Schedules ~ 
List of Contracts and Deviations ~ Rules, and Sample Forms, &8 

prescribed in Seetiou II of General Order (GO) 96-A. 'We will 
pexmit the initial filing to contain ouly the Preliminary 
St~emeut, Table of Contents. and Rate Sebedules~ to be effective 
on five days' notice; tl:e remaining material will be prepared 
promptly and transmitted to the Commission staff byadv1ce letter 
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for review and filing per GO 96-A. We will authorize Southland 
to deviate from tbe page numbering system prescribed by GO 96-A, 

Section II .. C. (1) (1)). and to substitute the system generally 
employed by the major wirel1ne exchange carriers at its election.1:l 

Southland anticipates that a substantial number of 
resellers will compete in the retail marketing of cellular 

services in all areas served by cellular systems cd that it 

and other resale companies will ~·e minimal market power. 

Furthermore, according to Southland, competitive market pressures 
will prohibit resellers £rom charging unreasonably high prices 
to customers. Additionally, because resale competitors must buy 
from the dominant carrier. their price levels must reflect the 

regulated wholesale price of the service which they purchase. 

the public is therefore adequately protected by competitive 

forces and by regulation of the wholes~.le rates of the underlying 

carrier. SOtlthland therefore requests that the Commission. at 

a minimum. exempt it from Sections IV, V, and VI of GO 96-A and 
allow tariff revisions to become effective on 15 days' notice .. 
Other resellers have requested exemption from these provisions 
of GO 96-A. 

Sections IV, V, and VI of GO 96-A relate to filing and 
effective dates. procedures in fUing tariff sheets which do not 
increase rates or charges, and procedures in filing increased 
rates, respectively. In ge1leral, these provisions require a 
showing before this. Commission justifying lL1ly increase and 
provide that rates will become effective 30 days after filing 

tariff sheets wh:lch do not increase rates, or 30 days after --fllUig an authorized increase unless Commission authorization 
for • aborter period is obtained. 

1/ l'be alternate system is described in Com:niSsion Resolutions 
- U-27S (.Karch 25, 1947) andT-4886 (.Februa;y 26. 1962) • 
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There is merit to the arguments presented by resellers 

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 proceclure to control the rates and services of a 
monopoly utility. These rules are subject to revision where 
the Commission deems necessary. 

In this case, we are not deali~ with 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 allowing two major 
carriers, one wireline and Otle 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 tbese ciret1mstances, our traditional tariff filing 

reqairement of a 30-day review period should not be ueeessary. 
Indeed, in a new and dynamic market such as cellular telephone, 
this requirement could impede the provision of rates a.nd services 
which are responsive to euatomer needs. We, of course, will 
monitor the cellular market and if we find abusive or unfair 

practices by resellers, we will take corrective action aimed 
.at eliminating such practices. Therefore, we will permit 
resellers to make the requested tariff changes on 15 days' 

notice. 
In Interim D.83-06-080 on the Partnership's A.83-0l-12, 

we stated in Fincii1l8 25: 

-.- "25. A resale plan that constitutes a viable 
business opportunity and thereby permits the 
noawireline carrier to enter the marke~place 
&8 & 'bona fide competitor is necessary to 
mitigate any adverse effects of the early 
entry into the cellular marketplace of a 
wirel1ne carrier in advance of a llonwire­
line carrier." (Mimeo. page 38-.) 
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Southland t S proposed operations ~ as well as the 
operations of other resellers in the &rea~ dovetail with the 

resale concept envisioned in the above-quoted Finding 2S. In 
its &pplication~ Southland alleges that: 

-..... 

1. Certification of the Partnership as 
tbe \11lderlyitlg carrier demonstrates the 
need for cellular service in the greater 
los Angeles area. and certification of 
underlying carriers in other California 
markets where it may act as a reseller 
will likewise demonstrate the need for 
cellular service in these markets. 

2. Southland' 8 proposed resale of cellular 
service will eIlhanee competition in the 
cellular retail market. 

3. Enhanced competition will bring the 
following long-term benefits to 
California cellular subscribers: 
a. Lower priced service; 

b. Increased ability of 
customers to choose between 
service providers. a greater 
variety of service packages, 
greater choice of mobile 
customer-provided equipment 
and greater attendance to 
customer needs by all service 
providers; and 

c. Greater utilization of the 
existing fac liities of the 
underlying carrier which 
will enable the uuAerlyin,g 
carrier to use the system 
more efficiently. 

We agree in general with the allegations and note the 

reasons set forth generally form the bases for a viable resale 
plan for rese11ers • 
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Southland estimates that by tbe end of its first full 
year of operation. it will have approximately 1.200 U11its in service 
and that by the end of its fifth full year of operation it will 
have approx1mately 6.000 units in service. 

Southland's £irJ.ane:Lal statements attached to the 
application indicated that &s of April 30. 1984 its assets totaled 
$958»373. its liabilities totaled $686,768, and its stockholders' 
equity totaled $271.605. The net income of Southland for the six-
1IlO1lth period ended April 30. 1984 was sbown to be $94,443. 
Projected earnings indicated estimated net profits ra~ugfrom 
$885.129 for the first full year of operation to $713·,579 for 
the second full year of operation to $805,962 for the fifth full 
year of operation. 

Copies of the applicatiouwere served on potential 
competitors within California cd DO protests were xeceived • 

Upon certification by this Commission, SOuthland will 
be .ubject to repore1tlg requirements deemed appropri&te by this 
Commission. One of these requirements is the manner iu which 
records are kept. 

!he Commission is currently developing & Uniform System 
of Accounts for cellular cOUll'.l.Ut1.ieations companies. Until a 
un1form accountillg system for cellular companies has been pre­

acribed, the Commission will not issue detailed account instructions. 
Each cellular eomrmmieations compAllY will. however. be expected 
to maintain its books in such det'.ail that financial data relating 
to its operations can. be assembled upon request: 

-.- 1. Revenue .mdexpeuses of utUity operations 
should be segregated from nouutility 
operati01l$ • 
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2.. Charges from affiliates should be broken 
down so that each kind of charge can be 
identified. 

3.. Revenue accounts shoald be appropr:!.ately 
subdivided (access, peak, off-peak, 
serv1ee order charges, custom calling, 
directory listing, etc.) .. 

4. Expense. accounts should be grouJ?ed 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 .. 

S. General and administrative expenses 
should be subdivided to identify rent 
and lease expense, bUling expense, 
salaries, insurance, and other appro­
prate sulxliv1s1ons .. 

6. Other significant costs, such as unsold 
numbers iuventory, should be separately 
identified. 

Southland wUl be directed to file an annual report 
with the Commission, 1n a form prescribed by the Commission. 
Although Southland 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 
atmaal reports .. 

Southland is not a radiotelephone utility as defined 
in PO Code Section 4902}J :therefore, it is not subject to the 
fee system prescribed by PU Code Sections 4905, et seq., but is 

2/ In D.84-04-014 in A.83-0l-012, we determined that resellers of 
- ·-cellular service are tel~phOf1e corporations under PU Code Sec­

tions 2.16 (b) • 233, and 234. and are subject to our jurisdiction .. 
However. they are not radiotelephone utilities as defined in 
Section 4902. bec:ause they do not furnish "domestic: public land 
mobile radio Service" as described in 47 CFR 22, but instead 
furnish "domestic public cellular radio telec:oamunic:atio\'l$ 
service." 
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instead subj ect to the fee system set forth in PU Code 
sections 401, et seq. By Resolution M-473S, the Commission 
set the fee level for telephone corporations for the fiscal 
year 1984-1985 at 0.1 of lX (0.001) of revenue subject to the 
fee, preseribeQ. the method of remi ttin9 the fee, and directed 
the application of a billing surcharge of O.l~ to customer 
billinqs. SOuthland will be ordered to provide in its tariff 
rules for the impos1 tion of this surehar~e. 
Findings of Fact 

1. Southland bas the ability, experience, equipment, and 
financial resources to perform the proposed service. 

2. Public convenience and necessity require the service 
proposed by SOuthland. 

3. Southland should file a set of tariffs similar in scope 
to the retail tariffs set forth in D.84-04-0l4 for the Partnership • 

4. The time constraints of Sections IV, V, and VI of 
GO 96-A are unduly restrictive at this t:llDe .. 

5. At th1s time, it appears that the cellular market will 
be a highly competitive one .. 

6. Southland'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 110 possibility 
that the activity in question may have & sigu1ficant effect on the 
environment. 

8.. Southland should keep its records in the detail described 
on pages 6 and 7 of this decision. 

9. A public hearing is uot Decessa:ry • 
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Conclusions of Law 

1. The applicat10n should be granted as provided 1u the 
order which follows. 

2. Southland should be exempt from the provis1ous of 
Sections IV. V. and VI of this ComD11ss1on' 8 GO 96-A and may file 
tariff revisions to become effect1ve on IS days r notice. 

3. Southland is not a rad1otelephone utility as defined 
1%1 PU Code Section 4902. 

4. Southland is subject to the fee system set forth in 
PO Code Sections 401 .. et seq. 

s. the appropriate surcharge pursuant to 
Conclusion of Law'4 is O.l% for the' fiscal year 
1984-1985. 

6. Because of the immediate need for the service. the 
,order should become effective toda.y. 

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 (exclusive 
of any tax or allllUal charge) actually paid to the State as the 
consideration for tbe issuance of such CPC&N or right. 

ORDER -- ... _----
IT IS ORDERED that: 

1. A certificate of public convenience and tleCessity is 
granted to Southland Comanm1cations. It3C. (Southland) to operate 
as .It reseller of cellular radio telecommunications seni.ces withiu 
CAl1fornia.. 
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2. On or after the effective date of this order Southland 
is authorized to file tariff schedules for the resale of cellular 
mobile radiotelephone service in the los Angeles area purchased 

from the Los Angeles SMSA Limited Partnership (partnership). This 
filing shall comply with General Order (GO) 96-A~ exeept that 
Southland is authorized to employ the alternate method of page 
DUmber1ng described in Resolutions U-27S and T-4886 at its election. 
The initial filiDg shall contain at least the Preliminary Statement~ 
Table of Contents~ and Rate Schedules~ the rates and charges to be 
those requested by Southland :In its applieation~ together with the 
remaining retail rates and charges authorized to the Partnership 
by Decision 84-04-014. the filing to be effective on not less than 
five days' notice. Southland shall file the remaining tariff 

schedules. to include rules and forms as prescribed by GO 96-A~ 
no later eha.n 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 O.l~ for the fiscal year 
1984-1985. 

3. Southland is to keep its records as detailed on pages 6-
and 7 of this decision. 

4. The cert:f.ficate of public cOllVeniet1Ce and necessity is 
granted as set forth above; the application to be exempted from 
the provisions of Sections IV, V ~ and VI of GO 96-A is granted in 
part. 

S. Southland shall file the reports required by GO Series 
24 • 
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"6. The application is granted in part a."'ld denied in part 

as set forth above. 
'!his order is effective today. 
Dated AUG i 1984 ~ at San Fra'Oc1sco~ Cal:t£ornia. 

eo!C1c~1o::er Pr1:1c1lla c. ere,:,. 
being neceaa8.:o1ly absOtl.'t. 4014-
=.0-; ~:-'t1c1pat.e 

C?CClis::ioner W111i:u:: T. Bagloy 
'being necessa:ily ,ab.":.eDt,. 41.d 
."O.ot. ;a:uc.!,pa:.e • 

.. 
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:tEONARD M. GRIMES. JR. 
Prosi·dent. 

VICTOR CJJ..VO 
~~A.LD n/.J:. 
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