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BEFORE THE: PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFCRNIA

In the Matter of the Application )
of ULTRATELECOM, INC., a Califormnia)

Corporation, for a Certificate of § Application 84-06-030

Public Convenience and Necessity (Filed Jume 11, 1984)
»

to Resell Cellular Radio Telephone
Sexvice in California, and to Issue)
and Sell Stock. )

)

OPINION

Ultratelecom, Inc. (ULT), a California corporationm,
seeks a certificate of public convenience and necessity (CPC&N)

to operate as a resale carrier providing cellular radio service
within the State of Califormia under Public Utilities (¥U) Code

Section 1001 and to issue and sell stock under PU Code Sectionms
816 to 830.

ULT initially intends to resell cellular radiotelepbone
service in the greater Los Angeles metropolitan area by purchasing
cellular service from the Los Angeles SMSA Limited Partrership
(Partnership) at the wholesale rates and then reselling the
service at its tariffed rates to commercial, industrial, business,
and residential subscribers. ULT will be responsible for paying
all charges it incurs to the Partnership and will collect f£rom
its customers charges incurred by the customers and owed to it.
Once a nonwireline cellular radiotelephome system commences
operations, ULT will be able to offer its customers a choice of
which Los Angeles cellular radiotelephone service they prefer to
use. ULT also may sell and/or rent cellular mobile radio equip~
ment, as well as provide imstallation and repair service for
such equipment. |
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ULT was recently incorporated as Califormia corporation
and is authorized to issue 500,000 shares of capital stock. It
has no outstanding stock, bas no assets, liabilities, or indebted-
ness, and has not transacted any business.

ULT's principal organizers are Jorge L. Serron and his
father, Jorge A. Serron. Since the spring of 1983, Jorge L. and
Jorge A. Serron have been an agent for Mobilcomm of Los Angeles,
a radiotelephone utility, in the sale and renting of paging
service and equipment under the name Ultratelecom. Attached to
the application was a balance sheet as of March 31, 1984, together
with an income statement for 12 months ending March 31, 1984,
of Jorge Serron (father, wife, and son) doing business as
Ultratelecom. The balance sheet indicated assets of $182,842,
long-term liabilities of $26,559, and owmexrs' equity of $156,283.
The income statement indicated a net loss of $7,086. At a recent
meeting of the ULT board of directors, Jorge L. Serron and
Jorge A. Serron and his wife, Susava R. Serron, verbally offered
to sell and transfer to ULT their paging business and assets
plus $10,000 in cask (over and above cash held in busimess) in
exchange for 160,000 shares of common stock valued at $1 per
share as follows:

Name of Shareholder Number of Shares
Jorge L. Serron 56,000
Jorge A. Serron 56,000
Susana R. Serron 48,000

The directors of ULT accepted such offer and authorized
the £iling of this application. Such paging business and assets,
as described in Exhibit "C'" to the application, will be transferred
to ULT by appropriate bill of sale and any other required documents,
plus payment of cash of $10,000, in exchange for the issuance and
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delivery of such shares of capital stock upon authorization
from this Commission.
ULT proposes to resell cellular service in Los Angeles

at the following rates:

Service Establishment $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 to provide
a cellular radio communications system in the greater Los Angeles
metropolitan area provided tariffs including rates for both
vholesale and retail sale of cellular service. The retail
service establishment charge, monthly access charge, peak minute
usage charge, and off-peak minute usage charge are as proposed
by ULT. However, the retail tariff provisions also included
charges for many optional features. These retail tariff provi-
sions 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 gemerally similar to the retail provi-
sions authorized by D.84-04-014 and f£iled by the Partmnership.
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
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Preliminary Statement, Table of Contents, and Rate Schedules, to
be effective on five days' notice; the remaining materfial will be
prepared promptly and transmitted to the Commission staff by
advice letter for review and filing per GO 96-A. We will authorize
ULT to deviate from the page numbering system prescribed by GO 96-A,
Section II.C.(1l)(d), and to substitute the system generall&
enployed by the major wireline exchange carriers at its electional/
Inasmuch as ULT will construct no plant but will merely
resell tariffed cellular radiotelephonme service, it is requesting
exemption from Parts IV, V, and VI of this Commission's GO 96-A.
Sections IV, V, and VI of GO 96-A relate to £iling and
effective dates, procedures in filing tariff sheets which do not
increase rates or charges, and procedures in £iling 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 £iling tariff sheets which do not
Increase rates, or 30 days after filing an authorized increase
unless Commission authorization for a shorter period is obtalred.
ULT suggests that the Comxission exempt resellers f£rom the above
GO 96~-A provisions and allow tariff revisions to become effective
on one day's nmotice. Other resellers have made similar requests.
There is merit to the arguments presented by resellers
that the Commission consider sowe modifications of GO 96-A. The
basic purpose of Sectioms IV, V, and VI of GO 96-A is to provide
an oxrderly procedure to contrxol 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 (March 25, 1947) and T~4886 (February 26, 1962).
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In this case, we are not dealing with a monopoly
sitvation. At this time, it appears that the cellular market
will be a highly conpetitive one. The basic scheme established
by the Federal Communications Commission allowing 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 traditionmal tariff £iling
requirement of a 30~-day review period should not be necessary.
Indeed, & new and dynamic market such as cellular telephome, this
requirement could impede the provision of rates and services which
are responsive to customer neceds. 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 Partmership's 4.83-01-12,
we stated in Finding 25:

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

ULT's proposed operatioms, as well as the operations
of other resellers Iin the area, dovetail with the resale concept
envisioned in the above-quoted Finding 25. In its applicationm,
ULT allges that its proposed cellular resale services are designed
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to meet the cellular radiotelephone needs of all subscribers,
industrial, commercial, and residential, and that the proposed
intrastate resale of cellular radiotelephone service will
provide competition in the cellular service market which will
benefit the public, and may lead to lower rates.

ULT further alleges that Commission approval of this
application will bring the following long-term benefits to
Califormia cellular radiotelephone service subscribers:

Immovative cellular radiotelephone
service to cellular subscribers at
large;

Inereased subscriber choice of sexvice;

Efficient use of existing and proposed
telecommunications resources; and

Availability of state-of-the-art
telecommmnications services, and
utilization of modern methods of
telecommunication.

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

ULT estimates that by the end of 1984, it will have
approximately 2,000 subseribers in Califormia and that by the
end of its fifth year of operation, it will have épproximately
8,500 subscribers in California. ULT's projected net income
ranges from $27,000 in 1984 up to $610,000 in 1988.

: Copies of the application were sexrved on potential
competitors within Califormia and no protests were received.

Upon cextification by this Commission, ULT will be
subject to reporting requirements deewmed appropriate by this

Comnission. Ome of these requirements is the manner im which
records are kept.
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The Commission Is currently developing a Uniform System
of Accounts for cellular communications companies. Until a

uniform accounting system for cellular companies has been pre-
scribed, the Commission will not issue detailed account

fnstructions. Each cellular commumications company will,
however, be expected to maintain its books in such detail that

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

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

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

Revenue accounts should be appropriately
subdivided (access, peak, off-peak
sexvice order charges, custom calling,
directory listing, etec.).

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 expeunse, ete.

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

Otker significant costs, such as unsold

numbers invento should be separatel
{dentified. = 0’ 7
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ULT will be directed to £ile an amnual report with the
Commission, in 2 form prescribed by the Commission. Although ULT
will be expected to bave detailed operating information available
in its recoxrds, for competitive reasons it may not be required to
disclose such detail in its £iled anmual reports.

ULT is not a radiotelephone utility as defined in PU
Code Section a902.3/ Thexefore, it is not subject to the fee
systen prescribed by PU Code Sectlons 4905, et seq., but is
instead subject to the fee system set fortk in PU Code
Sections 401, et seq. By ResSlution.M~4735.the Commission.set the fee level
for telephome corporations for the fiscal year 1984~85 at 0.17% of 17
(0.001) of revenue subject to the fee, prescribed the method of remit-
ting the fee,-and directed.the application of 2 billing surcharge of
0.1% to customer billings. ULT will be ordered to provide in its
tariff rules for the Impogition of this surcharge.

Tindings of Fact ‘

1. ULT has the ability, experience, equipment, and £ipancial
resources to perform the proposed service.

2. ?Public convenience and necessity require the service
proposed by ULT.

3. ULT should file 2 set of tariffs similar in scope to
the retail tariffs set forth in D.84~04-014 for the Partvership.

2/ In D.84-04-014 in A.83-01-012, we determined that resellers of
cellular service are telephone coxrporations wmder PU Code
Sections 216(b), 233, and 234, and are subject to our juris-
diction. BEowcver, 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 CFR 22,
but instead furnish "domestic public cellular radio tele-
commmications service.” .
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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 secuxrity issue may not be
charged to operating expenses or Income.

5. The time constraints of Sectioms IV, V, and VI of
GO 96-A axre unduly restrictive at this time.

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

7. TULI's proposed operations will provide competition in
the cellulax 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 ir question may bhave a significant effect on the
environment,

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

10. A public hearing is not necessary
Conclusions of Law

1. The application should be granted as provided in the
oxder which follows. .

2. VULT should be exempt from the provisions of Sectiouns IV,
V, and VI of this Commission's GO 96-A and may £ile taxiff
revisions to become effective on 15 days' notice.

3. ULT is not a radiocelephone utility as defined in PU Code
Sectxon 4902-

4. TULT is subject to the fee systen set forth in PU Code
Sections 401, et seq.

5. Tbe appropriate surcharge pursuant to Conclusion of Law 4
is 0.1% £or the fiscal year 1984-1985.
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6. Because of the immediate peed for the service, the
order should become effective today.

The certificate herelnafter granted is subject to the
provision of law that the Commissfon shall have no power to
authorize the capitalization of this CPC&N or the Tight to own,
operate, or enjoy such CPC&N in excess of the amount (exclusive
of any tax or annual charge) actually paid to the State as the
consideration for the issuance of such CPCEN or right.

The mumber of shares outstanding, the total par (stated)
value of the shares, and the dividends paid do not determine
allowable return 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 proceedings.

IT IS ORDERED that:

1. A certificate of public convenience and necessity is
granted to Ultratelecom, Inc. (ULT) to operate as a resellexr of
cellular radic telecommunications services within Califormia.

2. On or after the effective date of this order, ULT 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 Partuership (Partmership).
This £iling shall comply with General Order (GO) 96-A, except
that ULT is authorized to employ the altermate method of page
nunbering described Iin Resolutions U-275 and T-4886 at its
election., The initial f£filing shall contain at least the
Preliminary Statement, Table of Contemts, and Rate Schedules,
the rates and charges to be those requested by ULT in its
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application, together with the remaining retail rates and
charges avthorized to the Partnership by Decision 84-04-014, the
filing to be effective on not less than five days' notice. ULT
shall file the remaining tariff schedules, to Include rules and
forms as prescribed by GO 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 0.1% for the fiscal year 1984-1985.

3. TULT is to keep its records as detailed or pages 6 and 7
of this decisionm. ‘

4. The certificate of public convenience and Decessity is
granted as set forth above; the application to be exenpted from
the provisions of Sections IV, V, and VI of GO 96-A is granted
in part.

5. On or after the effective date of this oxder, but before

September 30, 1984, for the purposes specified, ULT may 2ssue up
to 160,000 shares of common stock with par (stated) value of $1
per share.

6. ULT shall file the Tepoxts required by GO Series 24.
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7. The application is granted in part as set forth
above. ‘
The authority grauted by this order to issue stock shall
become effective when the issuer pays $50, set by PU Code Section
1904.1. 1Ia all other respects this order is effective today.

Dated AUG 11984 , at San Francisco, California.
Commissioner Prizeilla C. Crow, - LEZONARD M. CRIMES. JR.
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ULT will be directed to file an amnnual report with the
Comuission, in a form prescribed by the Commission. Although ULT
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 ancual reports.
ULT is not a radiotelephone utility as defined in PU

Code Section 4902.2/ Therefore, it is not subject to the fee
systen prescribed by PU Code Sectious 4905, et seq.» but is
instead subject to the fee system set forth inPU Code
Sections 401, et seg. By Resolution M-4727, th Commission set the fee level
for telephone corporations at 0.07 of 17 (0.0007) of revenue
subject to the fee, prescribed the megpod of remitting the fee,
and directed the application of a bi¥ling surcharge of 0.07Z to
customer billings.2/ ULT will be ofdered to provide in its
tariff rules for the Imposition ¢f this surcharge.
Findings of Fact

1. ULT has the ability/ experience, equipment, and financial
resources to perxform the proposed service.

2. Public convenience and necessity require the sexrvice
proposed by ULT.

3. TULT should file a set of tariffs similar in scope to
the retail tariffs set/forth in D.84-04-014 £or the Partuership.

2/ In D.84-04-014/in A.83-01-012, we determined that resellers of
cellular service are telephone corporations under PU Code
Sections 216(b), 233, and 234, and are subject to our juris-
diction. BHowever, they are not radiotelephone utilities as
defined in Section 4902, because they do not furnishk "domestic
public land mobile radio service™ as described in 47 CFR 22,

but instead furnish "domestic public cellular radio tele-
communications service."

3/ By Resolution M-4735, the Commission on May 2, 1984 adjusted

this percentage to 0.12 (0.001), effective for the fiscal year
1984-1985.
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4. The proposed stock Issue is for lawful purposes and the
aoney, property, or labor to be obtained by it are required for
these purposes. Proceeds from the security issue may mot be
charged to operating expenses or income.

5. The time copstraints of Sectioms IV, V, and VI of
GO 96-A are unduly xestrictive at this time.

6. At this time, it appears that the céllular market will
be a highly competitive one. ////):

7. ULT's proposed operations will provide cempetition in
the cellular radio sexrvice market which will benefit the public
at large.

8. It can be seen with oértainty that there is no possibility
that the activity in quess:i.on/ may bave a significant effect on the
eavironment.

9. ULT should keep/its records in the detail described on
pages 6 and 7 of this decision.

10. A publice hea%ing is pot necessary.

Conclusions of Law

1. The appl/ cation should be granted as provided in the
order which follows. ,

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

3. UET is not a radiotelephome utility as defined in PU Code
Section 4902.

4. TULT is subject to the fee system set forth in PU Code

_ Sections 401, et seq.

5. The appropriate surcharge pursuant to Conclusion of Law &
is 0.077% for the f£iscal year 1983~1984, and 0.1% for the fiscal
year 1984-1985.
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application, together with the remaining retail ratesxégd
charges authorized to the Partmership by Decisio?>84-04-014 the
£iling to be effective on not less than five days notice. TULT
shall file the remaining tariff schedules, to/include rules and
forms as prescribed by GO 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 shdll provide for a user fee
surcharge of 0.07% for the fiseal yedr 1983-1984, and 0.1% for
the fiscal year 1984-1985.

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

4. The cerxtificate of public convenience and necessity is
granted as set forth above;/the application to be exemnpted from

the provisions of Sections/IV, V, and VI of GO 96-A is granted
in part.

5. On or after the effective date of this order, but before
September 30, 1984, for the purposes specified, ULT may issue up
to 160,000 shares of/;ommon stock with par (stated) value of $1
per share.

6. ULT shall file the reports required by GO Series 24.




