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OPINION ---..-----

I.. INTRODUCTION,. 

Summary 

< This deci~ioo awards. 'a c'ertif1cate of public convenience· ' 
and neces~i t.yt.o appliea~t' for' authority to< provide~' a'do~est1¢: 
cellular mob11e, radio, system .in the -San Franc1'scO-Oa:kl'and:and-.san -
Jose'metropolitan areas~ 

The'de~:tsionestabliShes wholesale 'tariffS. onlY~: for Jlse.'by 
resellers, and apPli~ant.-is, a ut.ho ri zed to 'file an" ap~licat1'o'n<ror< '. 
certi fic'ation, of _ a· "fully separa:t.~(r·- b.usiness·· ,entityas',a,'~etci~i-'-
p;oviber-~ (i:~e .. asares.eiler)'.' ' . .' . '" ' .. ' , . . " . .', '., . . :' ,", . 

Background., :., 

l'his is our' second;dec1sion awarding a, certificate-.. for a 
cellular rad:r~ .teleco~mun'icat:i:ons_systemtthe'rirst being Advancecr 
Mobile Phone Service' (Decision (D_:) 8.4-04~014 dated: Apr:t1':;4,,19;S:4'; .' 

ApJ>lica tion" CA.) ,8·3~O '-1:2;~ef'erred,to: hereafter as· AMP's\d:eei~:r.on)~ 
:',; ",' '," t' "', <, ':, . ." ~ ~ .. " : "'" ",.', : "I.,,~.'l. ", ,;""",~,:,).: " <""'J', .: 

That dee:r.s:t~n covered an applicat.ion' for the, Los. 'Angele.s:, s·tand.ard: -
• metrop¢l':ita~ statisticaf area; (~SA) •.•.. ' , ..• ""'.~ ':: 

• ,',..' • ,'. :~,.:'" • • • :, ',. " , .' : <",' 

Deseri,]?tioll' Or Applican t , 
·'.l'heopenin:g brief orap,p,iieant deseribes, the:hi~tory .. of,:,the 

. steps lead·:tng to its present .strueture and p·o,s,1tion· a$"follo·~';:~,: ' .... 

, " 

. 1 At the b~ginn1ng ~f this proceeding applicant consisted' of::two 
partnerships, (one for San Francisco-Oaklano' and: one for San Jose) 
wh1eh,in turn 7 were composed of Gl'E Mo'cilnet, su'csidiar.iesand 
eertainminor1t.y interests~ The GTE- Mo'cilnet su'csidiaries al"'et>eing, 
merged.into-tbe parent corporation and the parent. corporation w111--be 
the. managing partner o'feach partnership.' For s1mplic1ty"'A.pp,l:ieantw . 

or "'G'!EM".refers to· these partnerships.collectively~ . S~e further:, 
discussion- under the heading. "Description,: of Applicant." .. 

' .. ",' 
•• ' ", I ' •• 
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"GTE', Mebilnet. Ineorpora ted" a wbelly-owned ' 
sul)s1diary o~ GTE, Corporation, was' ,fermed in, . 

'. December 198:, to. engage' in the,domes:Cic cellular , 
mobile rad:10 telephone business. , It ~ormed. two', " 
suosid1aries to. apply ~er the frequencybloek·'B,' 
(wireline ) licenses fer the. San Franc'1:sce~Oakland' 
and San Jese,markets .. Advanced Mebile'Phone 
Serv1ce, Inc '.alse applied f:er these FCC 
licenses. At the same time, Cellular Mebile 
Systems. or California, Ine." Cellular-Netwerk, 
Inc." Intrastate Radio. Telephene" Inc. of San 
FranCisco." and, subsidiaries,ef McCaw Cellular 
Ccmmunicaticns, Inc.,' applied 'fer the frequency . 
blcck A'[non-wireline) licenses fer San Yrancisce­
Oakland and San Jose.. In ad'di tien", california 
Celccm Cemmunicatiens Corperation applied, fer" the 
San Jese f'req,ueney 'block A license. In 
Memoranduc Opinion' and Orders· released May 6,,. 
1983, a:ldJuly 8, 1983,. tbeFCC appreved limited 
partnership agreements between the, ,GTE Mob1lnet ' 
Incorperated subsid.iaries and Advanced. Mebile 
Ph.one Service, Inc .. " an'd.· awarded" the ' 
partnerships, who. are, the, applicants intliis', 
proceeding, constructien permits fer th.e San 
Fratlcisco-Oakland and· San Jo.se areas.. ,The 
remaining applications for,thef.req,uency olock "­
licenses we:-e set!'or.,comparativehea~1ngs. 
Subse<iuently, on June 2:",1983;, the FCC'issueera. 
construeticn,per:itto GTE'Mobilnet of.San Jose 
Limited Partnership, ando.nAugust' 26", 1983',/: 
issued. a constructio.n permit to, GTE Mob11tlet.o.f' 
San Francisco. Limited Partnership. ··Revised:ra<1io, 
station autherizations forSan Francisco., and San 
Jese were issuea by the FCC on Ma:-ch 23" 1981fano., 
March 29, , 984, respectively.. -.. '." '.' .", , 

"On July 1, 1983, tbe partnerships ,filed. ':~jo:int . 
application 'W'ith tllis Co.mmissio.n requesting,. 
pursuant to California Public.Utilities Code. 
Sectien 1001, issuance ef Certificates of PUblic 
Co.nvenience and Necessit.y allcwing, co.nstruction 
and operation of': 'a domestic ee.llular mobile. radio.. 
system i:1 the metropoli tan areas. of 'Sall-Fra'nc1sco.~ 
Oaklan<1"andSanJose •. .-The ap.p'licatio.n, was' 

.amended. three t1mes,anda supplemental 

- 3 , .,"', 
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env1ronmentalassessment.was 3-ubm1ttedon 
October 14, "983.. ,On March .1~. 1984., the , • 

. application was· accept-eator i"ilingbythe 
Commission .. " 

• * • 

, 'J. ~, 

I •• ' '. 

I . , I." 

"The partnerships which are the applicants in this 
. case are now . comprised" of. G1'EMoollnet of'San.... 
Francisco Incorporatedanci Advanceci'MooilePhone 
Service~, ,Inc _ ~ ,and Gl'E, Mobilne't' 0'1" 'San. Jose. ' 
Incorpora ted and Adv'anced Mobile .Phone Service; 
Inc., respectively.. The GTE Mobilnet 
subsidiaries now have a 97 percent interest in' 
each partnership and· are the general partners" 
while Advanced Mobile Phone Service, ,Inc.. (which 
has been succeeded by Pac Tel Mobile Access).' ha's. 
a 3 percent i:1terest 1:1 each. partner-shiJ>. and is a 
limited partner.. As a resul~ of D .. 84-04-01·4[ 
issued b this COmm.ission on A ril 4 19&4 AMPS 
decl.sl.on Mo 1. :let. eterml.ned to at. l.t would 
not. make the entity structure an issue in this 

r-oceedin and accordin lv Mr. Blair testified 
that GTE Mob! net orated wi succeed each 

in 

direct l." .' 

,," 'I' 

OD August 17, 198-4 Gl'EMwrote to the admiDistrative law . 
judge and the parties stating that it had made the' nee essary' filings .' 

merging the' two wholly o'W:led subsidiaries into, itsel'f, ,and,hac:( also' 
. ',' '".,., 

filed for approval of change of' oWDersh1pwith', the ,Federal, , 
, . " . ,.." . 

Commun!ca t1on$o . CO~1ss10n '(FCC) _Any, s.t~ruc'ture ,or capita?;iza t1on' 
i::sue', is:" thus 'ol:>v1a:ted~' 

, lh~ .Syste~ .' .. 
Extensive: staff review. of the system and it,s' environmental' . 

ractorswa;undertakenbefor~th1s applieat.ionwas,~ceePtedfO't' 
filing'. • Asa result of this reView any.' iS'sues relating: ·to·the ',deSig~ 
and:~nv1ronmental impaetwereei1min~te<!: . 

,." " , 
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, 
According to GTEM's witness Robert Rizzar1, approx1ma:tely 

:$16 mi~l1.?n· or iXlVestment is required to start ~perations~ .,and, about 
$8-~ million. bad been expended at the time of theheari.ngs'~ 

PhYsically ,the system. consistS-of buildings,. towers,:· and': .' 
;) " " 

communica tions equipment. G'rEM has secured, all necessary: loCal' 
(zoning and b'Jilding) permits~' After' review and nego:t1at1on.o~, 
certain features, this Comm1S$ion as lead agency' una.e;the ~l:i!'ornia 

, ,/' ,-, . ".' "-',,' <., .. ," "", . 

Environmental, Quality Act filed· a Not-iceo! Proposed De,termination 
. . . '.' . , ."'-, 

with the Secretary of Resources on June 2',. 198.l+ tha.t we had 
determined'the project "';ould'not have a signlf1can.t;: e£fect:,orf the 

. environment and. that' a negative 'declaration 'wQuldissue •. The: 30':"'d'ay. 
protest period to the Notice' expired w-i thol.lt ,any pro,te;tsbe:i.ng i 

file4,.'. On August 1,' 1984, the co~iss:t~n issued Res61u~ion '1":;',10855:. ,. . " ' 

approving the negative declaration_ l'ha.t .resolutioneomple-eed: . 
. env.iron'mental review; and 'nO. further diS'cussionoraction>' i's/:.,' 

" , . . 

neceSsary here.' 
<'To place the system into. operat;ion~an ::rnte'!::,eon'neet'ion 

agreement bet~e~n ,the cellular carrier and tbelOCal:telephone: ' 
company is "essential. At· the star-t,or,this.proceeding~issues:were 
outstanding concerning a pro?Osed' agreement;.. By.the· ¢Qncl'ui:r.'~no!' 
th~ hear-ings,. Gl'EM and Pacific Bell: had' resolved: 'the1r'd'ftfereri:ces~' 
A'modifi·ed·· PropOsed' agreement "CExh_, '30.7 . amended' by ·6:h_.· 3:7;)':'ha~<;.been " 

,. ,.' ,. . > ,: I. , ", ,',. .' 

submitted for· ourappr9val ... ' '.".," . 
. , ','"' 

, 'Iher~, has been no, objection .to this>reviSed"~a:greemeIl:~,".bY·': 
any l?arty. Upon, ,review-,. . we find the terms' and . conditions' :un~i'e7;'which 
Pacific Bellis to provide fac'i',lities.ana arrangement;: to 6onneet". 
G'l'EM to the PacifiC Bell system, and .the quantities' andcharg.es"t.o-:­
inter-office trunks andror locald1stribut.ionchannelsib~t~~en'each 
ceii site,', and the . m~bile telephone S~it~h!'ng< 6f!'ice' to'~; .......•. ,'" . " . 

rea:Sonable. . It' is in ·tbe PU;11c,interest to approve this: "ag~~emen,t " 

wi.thoutdelay .toailow . service-to' comm~n:ce.. ': ...... " 
.' 

.,.' 

• "f 

"" 

- 5 ~ 
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The n1ne Pacific.Bell offices. chosen for 1~terconnect:ion . . 
'Were selected. on the basis of availability of numbers and.t~unk. 
facil1 t1es'~ Aceord.·1ngto Grant Saroka, GTEM· sengineer-ingwi tness,. 
the' nine number-group configur-ation which resulted.trom GTEM',s .... 

So • c" • ! 

:s.tucttes 'Will.· permit ·land.line subscriber-s 1n.apart1cular exchange to 
·l· ("' ", , 

call a mobile numb~r in that' exchange vi thout a.tc>llcharge ~ He 
expects users. of the system to select a J)refix from the area in· .... hich 
the user has a community of interest. . 

'The system. is sO' equi'pped' that a failure ot any; single 
circui telement. within a cell.' s1 te: cannot cause a lOss,:,of.r~'IletionOf ... 
the· cell" a1 tb:ouih '1 ts capaci tycould.:·, b.e· re.d.ueecrin·certaintypes: o:r~. " 

.!' , , , . . . . ,'. . . ~ " .' " I I, I 

'The' ·system will in1tia1ly consist' of 25 cells.p~via1n.g ,for···· 
, ") . 

6,278 user~, and. by ad.d.ing channels and. equipment., itca~·event.ually: 
be' expanded·,toprOv1d.e' for over' 150,OOOuser-s": ,'!hesystemmeet~. ;the' 

< I '>.' ,I, , 

standardsot. the FCC. ·and. of"theAmeric'an !elePhoneand':'!elegraph," 
'.,. " " . . ".,.: . [ .. -- .' ' . '-

Company technical advisory group" Saroka testified:.··· 

Philip L, .. ForbeS~ G1'EM~S cllieftari'ffw1tness" further, 
explained the user cap·ability. of the. 'system in his' prepa~ed'test.:i~ony. 
as follows: " 

"We propose to provide ce1lularmo,bile rad.io· . 
telephone service in the San Francisc'o' and 'San 
Jose areas by offering access t·o.our-ce1'lu1ar­
mobile radio telephone system'Wnich will »e ' 
interconnected to the pub'lic'swi't;ched' telephone 
network.. In ad.dit.ion, .... ewilloffer- r.our . ' 
enhanced services: call torwarding,call 
<1.i version 7 call waiting, and' ·three-vay calling. 
We will a~$o:orre'r' call restrict:i.o~£l1tions., 
<1.irectory·listings 7 r-oamer service, - .. and 
d.etai1 ed· callbi:ll:ing. W' . 

';: ." .. ' .;: ..... . 
. !I 

.... !" 
'. 

2 A roameri·s· an ~.uthorized. . user of anoth.e~; . cell ula~ ,telephone . 

.

..•. . ' service who: enter:; the.1oca1 ser:v1ce area. ·A 'roamer mus:t·arrangetor 
serv1cewith the local provider:;" '. , 

6 

, , 
~. '!.. 
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"The service involves the furnishing of a'-number 
on tbe cellular mobile radio teleeommunications" 

'. system ,. and the use of!acilities. not' inelud1ng. 
the cellularmoo-ile telephone,by,W'hieh'messages 
may l)e transmitted and reeeived over 'the system. " 
• •• Because the San FranCisco and' San Jose 
system is interconnected to the public switched, 
telephone network.,.;.it, will be possi-O:le fora" , , 
mobile user of the system to place aloeal call ' 
anywhere throughout the area indicated oy t,he 
map. 'In addition" a mobile, user ,oftbe system, 
can' place message' toll telephone service calls to " 
anywhere in the world on a sen:t-paid, or receive. . 
basis" 'collect or by using a telel>hone company 
credi t, card number ... " A mObile user anywhere 
within range of' the sys:t-emmay also rece1veloeal ,. 
calls placed from any 'selected' telephone exchange . 
interconneet~d. to the system ••• andmay fur-tner 
receive toll calls from: anywhere 'in the world" 
except that received..;collect calls ancf third' .. 
numbeI"' billing to a mobile number are· not 
permitted.;'" 

", '. 

,Tbere are no outstanding issues reg~rding eapabil;1ty or, " 
, . , ' ." 

design of the system~ and we ,should ap.prove its operation,.; "(The 

'''number assignability" q~estion.t which. basically ',con6e~ns 'P'aei:f'ie, 
Bell • s capabilities and. needs ,.is d"iscussed,·su bSequ~n tly·. ....., 

" . . . '. " .', " " " ' 

The Protestant·· II 
" •... 

. • Intrastate Radio Telephone, Inc' .... of San Franc.:r.:seo, Mccaw :i 

Commun1ca:e:ton.sof·San Franeiseo , Ine. .. ,and. McCaw.·;C6mmunicatio·n:s:.,of.' 
Sa~ Jose,' Inc. (protestant' orIRT/McCaw)'are. n~W' . .'j~1'ntli··:P'u;~UiC.g 
fr~quency bloekA. (nonwireline) appl'ications 'before. the ,,·p-cc·.:for San 
Frane'ise~Oakland and, San Jose. This coml>1ne 1s:·the.proteS:tant.. IR': 
:s-tanding aione is a certificated radiotelephone utilitY' CRT.cry ':Cn 
Calif'ornia. As anR'!U, IRTmay,oecomea reseller'ofeellula.r-mo'oile, 

',' . ,'" '"',' 

se.rv~ee.withoutse·ekiIlg addi.tionalcertiticatec! authority,:by,,:r.:tl'itlg,· 
appropriatetariffsin<anyarea where cellular'servicebeeom.~s . 
available. (AMPS: . d.ec.is1on~ n;J.m~¢".· p_ 5830.') 

',' ';-. 

"," 

.. I ,,-

I ' .. 

":':: ' " '''. , ' 
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The 'Headstart ,Period, and ,the, ,", 
Adverse Positiono-r the Parties 

,'"., .' 

'!'heF~C has awarded ,frequency blocks -ror thew1rel;1ne 
carriers, but is still proeessing applications' for, the nonw1,r~line: 
frequencies. This means' that when, we award',acerti:f"icate to> a" 
wireline cellular carrier" ,that' carrier has a monoP¢lyurit11th~ 

,:nonwireline carrier', fo~ 'the same area sta~ts'ope~at:ing'. ',This: -
tempo~arym~nop~ly, -pe~:i.od is called the~he~d.stari~', ~:r,1~d'~'<: ,,' 

Estimate's,ot its, length vary .. "During, this" prci~eedingIF\!/M:CCaw ' 
s~'!ttled itsdifterences w1ththe ,only competing-nOnwire,'app'l:~~ant: 
'b~~fore' the FCC for the San Francisco-Oakland and San.rose\a~~as. 

II,! , .• '. • , , " .', ,',".'. 

E~ren::with' this,;settlement the consensus seems to· be that nonwire!ine 
:I-I~. ,", .',,,' ,. .' ' . . ," ,', ·r, 

operations will, not begin un,til late 1.986: or early 1987,.: " " ' ," 
, Dur1ngtheheadstart'peri6d,G'l'EMpr~p~s~s" to,:otfe;~; 

wholesal,e service to resellers and.' ~etai-lserviee to, t.he'pubJ.:i~. 
IR'l'/McCaw wishes service to COml:lenceso' it can, ceeome,a'reseller/ 

G'l'EM tb~~will become the monopoly supplierot cel'lula;',mo,b.:Lle ' 

ser'vice3 to, resellers which' a~e its' customers, while simuita:ri~o'uslY 
being a comp'etitor:' to them, as a retailer., " 

'Assuming th'at the IRT/MeCawpart.nershipbeeomes the~non­
wireline carrier i't can (ancrtt h~S- stat.edonthisrecordth~'t"it ' 
intend.s to) seek t.ransfe'r of its end.~user' ('i.e. ' 1 ts'ow:n!"etail) : 

customers to its own. cellular system.. , There' isnothing",1mpr~per in 
such. a posture; FCCdeCisio.ns s1>ecifical:lycontemplate,'. tha't~, 
.app'li'¢an'tSf'~r nonwirel1ne' author1ty,may. become reseilerSd~ringthe 

,. ',' 

3 The· beadstartmonopoly is not· ,absolute. because' standardR'l'U'. . 
service is available. IR'l'/XcCawts witne'ss Trout testifie-d tha·t'IR! 
has constructed. a new automatic dial access system whichean- " 
aceommodate up t01 ,400 units. Other, eon,ventioIlal: RTUs ex:tst",:and 
may have limited. spare capacity from, time .to-.t1:me .. 

.',' . 

" 

" 
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• beadstart period and place themselves in" tbisposition,t-Ominimize ," . 
the beadstart effect. 

The result. however,. is,tha t (as' is,empha tieally' . 
demonstrated' by- this record) GTEM and'IRl'lMcCaw v:tew eachother:as 
all-out competitors, if notasna t.ural, enemies,.· W,hil~' IR'tiM~Caw d'~es 
not oppose tlleapp'lica tion . because' :it. wishes t.o"fune~:1:O'~' a:s:a .. ' 
.re~eller'it proposes stifr'regulatio.n rorGl'EM's oP'er~t£o~{ 

(including G'l'EM's retail side, which would" compete Qire'etly:with 'the 
reselle'rs) ,'while aovocatinga more-or"';less' lai~se'z" fai~e: 'a,pp:roach.',to 
regulat'Ory·resellers. G!'EM,. in turn" propose~, . .(~mong,o.ther"t:bing~)· ::'" 
tarit'fs withfavorabie fe~t~res for. those who resel'l'~XC:l~s~'~e'lY :the: 
wire11ne (ClEM) service, ])rovisions" WhichIR'!jMcca~reg~rd:a~...· . 
penaltie'sforsw:ttehing to, nonwire11rl-e service~ and:aresel·ie~:· . 
contract' which IRl'lMcCaw ancL theC¢~issionsta~frega~c{as;a;"Big 
Bro:ther" scheme to dominate the ·resellers. Most·partic~l~~lY~·· 
pro'iestant views GIEM':s'prop'osed rates~ and the data so.})pOrt.1rig them,. 

• as' an a·ttempt by G1EM to crOs:3";'sUbsidize 'its retailop.erat~~·h:>~y:it's' '.' ' 
'. wholesale, s·ervice.. . "' .... . ", . ';"::1',.',' '.' 

. OnlY'inth:ts light:: can the' recordbere' be' uride.rstOOd;.' , .' 
,. ,\' 

Previous·Deefslons ,,'",' 

Decisions of the FCCin·this area require the develop6~nt 
ofa resale· plan, which necessitate-swholesale tariffs ·ava11al>leto 
resellers. D.83~06-080 (June 29, 1983), tbe interIm decisio~.in:the. 

, -, " .,.' I I 

same'applicati~nleac.ing to the' fina'l·AM.PS· decision" states:. .. ' 

•••• 

'.' '..' ,.' 

"A resale plan that constitutesavia'o'le<'ou'siness 
oppor'ttlnity and thereby permits the non:-W'ireline 
carrier to entertbe marketplace as a .b-onafide 
compet1 tor is necessaryt.o,., mitigate' any adverse 
efrec·ts of the early entry "into .the· cellular •........ 
marke:tplace of a ~ire11ne carri.e!'" in ad:vanee·· of a· 
non-wireline carrier.," , . 

.:" " 

, . , 

;, , ' 

" I • 

) \" " 
',. 
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Thus" we are eo.mmi tted. to. requlri.ng, wholesale ra·tes:'wb:Lch· 
pro.vide resellers with a' reaso.nable business.' o.p:p¢r-tun1ty'd~r-ingtb~ 

, , •• ') ,,' '. 'l '"",:' 

heads tart per-io.ci.. Impliei tly, if the e~llular pr6vic1e~·1's.to: b~ .•. 
permi ttec1 a r-etail( c1ireet-to-enc1-us'er} sic1eo.·fltso.WD:·· busin.¢s:s~ 

. -,' " " , 

so.me 3yst.em mus.t be plaeed. into. o.peratio.nwMeh..·prevents.·e.o.mpe·ti:tio.n 
o.f a type ~hieh wo.uldperm:tt reseller-s to' drive·the e'ellul·ar'·e:arr-l:e:r 
from the retail market, or which wo.uld:allo.~:the e~rri~~t;"use1ts 
retail business to. c1r1ve out the o.therr-eselle·rs. .' . 

II~ THE EVIDENCE 

G!EM'sRetail Propo.sal 

Philip L_ Fo.r-bes, GttM"s director' of reg.ula"tc·ryaf'fairs, 
testified that the eo.mpany' s pl~n is, toJa. large degree',: tr-a:tf1e 
sens1 t,1 ve a.ncr usage eharge:.swould .. be imposed en the ·heavy'user.s. The' 
monthly access charge is prepesed that. ;$39' with usage .du'~ing;~ak 
.period eha~ge at 45¢ a minute and- an off-peak'peri0<120:e": 'l'heaecess 
. charge. re.e¢gnizes: the availa·bilit.yof tpesystem regard-le:ss.6.f· tbe:: . 

. . 
uS'age,' to· make a e.ontribut!entc cverhe:ad cests~" 

,', , " 

Four enhanced' services would'be: offered:. ,call:. forwarding,· 
ealldiverting, call waiting, andth~ee~~ay calling. AIly:c.cmb.in~~icn 

• ,.. ,- .,r' ", . 

or all of these services would beeffered. 'as anoptionalpaCkage'at.: a 
flat $10 permcnth: charge, plus usag~Charges..·.l'h~r·e:1salSo,'a>c~il 
res~riet~cn opticn available~··for·a on~:"'tim~·charge.· ¢r~,$3:5'~~":" . ." 

·.A ~~mer (see rcotnote Z) .. m~st:a~ran'g~ . to.; '. se~"Vi'~~::::befo're 
being able t~'!plaee O:r receive calls. Theeharge fo.rsuchs-erv1ces 
1s$5 per d.ay .plu,s 50¢ for each. minute o.f uSage. 

Cellular radio. telephoneriumbers are almost all .... ·· " 

no.npublished ~thewi tnesssaid:~ l'hfs" 'is' because ~he~e . .:Ls::a·, charge' 

.. 

I', ,.' 

', ....•. , ~ . The enhanced services are also. offered at wholes'ale :through " 
resellers. 

- 10 -
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for incoming' calls. However,ir a customer wants,th~ eelluiarmo~ile;~ 
num1)er 1i,sted in a directory, thi;will be arrangedt'or a'~ia:t" annual 
charge, ot'. $36 while G1'EM absorbs any charges whieh'the'local:' ,. 
telepbone'companymay make. , " 

.Cust.omers will,' receive a. monthly bill,sho'Wing" their access' 
c~arge, .thetotal: minutes' of usage, and usage c,hargefort~tmonth~ , " 

Customers may elect to: receive a detailed bill on acontinu1ng,. 
monthly basis to; $2'.2S amon·th. 1'011 ~all's,'ma'de 'on"a','sent;,";:~a1<i 

, ' 

basis, will be i tem1zed' on ,the, bill. 

There' is no charge to- deaetiva teo the 'service but" change'sot • 
service or restoring,servicecarry a $25 :flat ch'argefo,r: ea,cli 
request.,!h~re will be a late~paYment charge as allowed bY: 
Commission rules. 

, GttM"star1fr provides f<>r, a serVi'ce depo'sit'O~$.36:,6. 
Interest at ~rate or 6% pe~~ye~r w1l1,bepaid'on'each· dep;s'it' held 
by the company for more than 30 days.:" " , " ' 

" " ' . , . . 

• GTEM~ sProposed wholesale Tar'if:f's', ,: 

, The ,witness ,also des'eribecl the tariffs for wholesale 

• 

cellular se;vic~,thatis,'service t6the public via reseliers_ It 
is 'the 'Whole$alet.ariffsthatc~~sed most of the con,trove~sy~ 

. Und~r- the wholesale ',tari:f'1' 'a reseiler pu,rcha'ses' bl'o:ekS of 
:; .'" , , 

nU~,bers trorD:G1'EM under either an: "exclusi:ve~ 'or "no·n~xc~,u~i.~~'~ 
bas1s. Areseller must orderanini tial l>lock" of 5,O,numb'ers"an~ 
, the:~eaftermay 'Purchase numbers in' bloeks of , O. Are:seiler. 'ordering: 

;: ,~' .' .,' ' . .'.' . 

on'lan exclUSive oasis agrees to contra'ct ancf deal with· <>n:1y'GTEl-f!'Or" 
cellular network services. The resel:l:er 'd'ealing with GTEX:: 

exclusively receives a slig,ht, ctiseountiIithe accessand,~:sage 
charges~' !he' access charge decreases when the reselle~ ,o'ota;ins more ' 

th~n 500>numt>ersand.,' there ar:e fur-ther aecreas~s at a 1500:,' a:nd,'J4500 

levels. Usage charges'deerease ,when a resel!er~susage 1s'1n::excess, " 

<>r250~OOO~minut.esperm6nth~' '", , ' , 

- 71 -
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,The witness stated that. the t.arirr is designed as an 
incentive to', resel"lers t~ promO'te ,the use, of th~:service~' The,· 

minimum of 5Cnum1:>ers, and sal~sthereafter in blocks:' of: J 6 follows 
t.he structure. determined appropriate in .the AMPS ,dec1s1~n .. ,: . !he '.' 

, '.' ,. - ".: 

actual 'rate strllctureis" simil~r, to't~t .int~~.,reta:tltar!f:r~ .. An , 

exclusive resel.ler who 'has .. orc1ered,. from,:'50' , to' 500 numbers,woul<Lincur 
an access cbarge'ot< $3,' .. 25 'pernum~r per month: with',a,~ak usage 
charge, O':t' 38¢>pe'r,minute anCian efr-peak usag~ 6harie'O't":,6¢;;e~ , 
minute .. Rates tor nonexclusive re~ellersareslightiyh1gher- .. The 
same" optiO'nalservicesare avaiiable under, the' wh.ol~sale'_,tarirf 'but, 
the' rate is slightly' iowe~.. . , ," , . 

'Regardi~gSerV:tee, Forbes', testified:' th3:t"G'l'EMrlii:.,r~spond .' 
. , ',. '. .' , ',~', .', . 

to" trouble' reports:. rromre~11ers7 but" if . trou ble:'is, rO':1nd;, in ,the. 
r',,' ( < 

mobile teiephone'-'un1t rathe~thanin'tbe' cellular "network,;::'a' charge 
or $25 per'oeeurrence wil·l'oo'a·ssessed., '.On cross;..exam1na.t.lonhe"'," 
test.i.fied·thit· this: is .. :t·od1S¢O'urage'exC'e~s1 V'e ~rrlee:.·~aii;:;;:oi,,·the 

. resellers. and, keep" costs dOWn._·, He l>et1eves tliat: tb.1S'~:tyJ)~,<'~i ta~1~f' . 
r, • ' . ."'" I"'" ' . ' .,,' • '. _, ;".,' ,".:,' . ',. '., •• r, '. 

provision will, causeresellers·to- .eheekcareful:ly,,··oef.'ore)reQ.ue:5.ting' 
GTEMto: ixive~tig~te trouole~' . . '" . " ," ~ ,.,,' ',,::,,: " 

'Gl'EM"will.alsoit~n1sh' l>iilingtapes to': z:esellers:.so.· that' . 
they, may'.l>ill ',the. end:-use~ eustomers~ .. '!hereis a charge,: O:t~;$.75:tor: 

, ,', .', "" .. 

each':,billi:lg, tape'·whiehtbereseller,tails to retu~n~ because>the.-
, ., , , 

tapes canoe: reu~ed~ , . <, ' 
",',. f 

There'is also a call restriction' teatu~e avai1able'·,!'or· a 

$ 30'nonreeurr i.ll.9 charge" to- p~ev~n t : misuse' of lines ~ .. . .'" 
. Rooert.Rizzari,Gl'EM'.i controller,·testitiec1gen'erally as 

to Gl'EM finaIl~ing..; l'ha~ portionot his' testimony:' devoted •. tOo .. ' 
. ,.,""':\,',, ':'.," .' . . ", ::',.11 ",,' '. ',i,.10 .' :' . ",",. " ""': ," I,.,t,',''':,. , 

profitability under prO'posed' rates' was the' su1>jec·t' of .coEitr.~.e,rsy~ . 
"'", ',' -,:'. :., r '. .r" " 

1.',"' 

,'.,' 
'. . " ' 

.'> , , 

" .. ' 

; .oil" " . 

" " ..... ,.,' 
"t. '. '.,"""" 

.: . 

,.,:',".," 

.' .... , . 
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He testified thatG'l'E Corporation, the,parentof-.GTEM,i'~a 
$13 1:>111i,9n company which has commit'ted, approx:tmately$200'"m:llii6n:·to .. 
the development ofc'ellular mo1:>ile radiotelephone system •...• 'G'rEM,~. '. 
expen.sesare being financed 1:>y'its partners.in a mann~r . similar' t6' 
the financing of thein1tialinvestment t~establishG'l'.EM'~ .. ',· 

, 'I' ~ • • " • ' ... 

Rizzari 'sduties include financial planning.,' His analysis 

of the' market leads him to. the conclusion that-the, prop~sed! :sy~tem 
. , . , ,'. " " " 

should break, even on an annual 1:>asis in itssecorid full· year:. of. 
." • '. "0' '. , • ~'" " \', " ,', • 

operation and' on acumulat:tve cash: now' bas1s'follow1ng"th~::fi'fth' 
year of operation. The pro' rormai~comestat:ement:'h~·a'n~'bis<-~-tarf 

, . , . " '.. . . 

developed- ro~' tlle first 'five yearsappearsonithe:' .fol·lo~ing,·:~.ge.'; .' 

,""" 

',\ I 

\' .", 

< .' •• 
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Year -' 
Net Revenues 

D1reetCosts 
FieldOj)erations, 
Commissions 
Billing: " 
Leases:, ", 
Faeilities'& ,Telco, 

Charges, 
Depre~iat1on 
warranty ,:"" 
State:&, Local Taxes 

''l'otalDi;e~:'t: Costs 

Gross ,Margin 

,:, • Indi~"ect,costs 
" , Marketing, , 

"Gen;;. ,&' Admin. 
Engine'ering., " 
Advertising' , 
Intere,!>t ,:E:xpense 

!otal-In:di~ec~: Costs 
........ ,' • y 

" ' 

'Operat:tng'In~me 

Other ,Income 

: . , . 

, " 

PROFORMA INCOME STATEMENT 
(Thousands" 'of 'Dollars) 

o , 
3,613 

676 1,501' _ 
77 
65 

, 331 467,' 

2~007 
1,401 

48 
87 ~97' 

1,094, 5,963' 

(1,094)' . '(2~350)' 
." <. ~,' . 

, " 

214 358 
;~ .. 

744, 531 
1,386, 416' 

n7 369, 
16 445, 

2,477 2,119,/ 

(3',572) (4,459) 

2 

9,575-

,l,664 
53<~ 

174: ' 
539 

2,258:' 
1,57.1+ 

48 
796" 

1,106 ' 
.'j' ,'I" • 

' , , 

2,469,' 

351 ' 
521, 
409' 
362 
~6~; 

2,006 

463" 

'4' , 

's.~8"2 ,"', 21,.,452,,' 48,953 ' 

3,094 , " 
2 098, , 54 " 
1242' 

7 ' 

" . . . 

4',587,'," 6'~53'T' 
, 2,..71.14,207; 
, '45· 97" 
',2 7 053',:,:,' 3·61:2,' 

.,' ", .,' ", :,,' 

" 9',305:," ,i,,912': -, 9,,439:::' 

38-2' 
567 
444 ' 
3'95 
419:,: ' 

J • ,. 

, ",4,32, 
',641.;;:' 
502:, 
"446::' 
570", '" 

-:;:.....;....;;..:, 

2,207,', ,,'2,59:1.:,' 3,620 

4 ~ 300' :, ',~~9','" ~S.,,895.f:' 
" l .f 

T,',' 

(Deduction) (2) (10)'\ ' 

'453'" 

(22) .... 
'"J' 

,.,.1, .,', 

'Federal:.i'.st'a,te ' 
TaxeS: 

Investment ,Tax , 
Crec1'1t 

. ".' , 

'NE! ,I,NCOME: 
"", .'~ 

1,829' . 2,288: .. 

1,235 

(1,743)' 

, '- 14 -

,C", ",n 

4,218> 1,,;85,1';, 
;" " 

, " , 
'. " 

(231},' (2:;'190') •. (0',066), Ct3,.220} 

173 ." 

395: . 

" ',. 

486 ' 5770" 

2:,57<4" 6 ,36.2:':' 
,i,' "",," 

, < " '" :; ,~! ': 
J~l , 
"11 " 
"i .. ' 
, "I' 

," ,.1 

, ,', 

, .' . 
, ", ,', ." 
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., .. 'i,"'" 
The. third area of considerable dispute was the. testimonY,'of 

. ,', , I' ,,' .. ' • 

Kevin B. ~lair, Gl'EM's director of business plann1ng,concerriingthe 
I,r '. 

development of rates. Elai~ testified> that t?eapplicant:s,Object:tve 
is to provide .cellular service to the' broadest, possio.lemarket. bo"t 
tbatG'l'EM seestbe service at present as primarily ol.lsi'ness, ...•.. " 

.' , 

o~1ented.~ ." ,,\, 
. I:'.· 

" In Blair's.,opinion', the studies suppo~this,c¢nclusion that,' 
th:e wholesale " sid.e and the retail side of ,GTEM' s busines~{ean~tand'· . 

I ' ". . . ~ • .. I: .' '.' 
on their own, and that the financial performance of the: who,lesaleand' 
retail bUsinesses will be.approxima~elY the same, a~ m~~~u~ed by: .. ' 

• . , '. I' .:1 ," ", " :.i'" ".',. '.', 
return on.sales.. In his opinion t.he. wholesale' business, .w:tl'l'oe . 

. • ' "n"_ • , • I;'..,. .' ,,\ . .'~ ,',", I "'. " . ',' '. I , 

slightly less proi"itable.thanthe 'r~ta:il business and. pro-t:estant' 
fears tha.t . the ., retail businei~, 'Afill;"be ,cr<>ss~~ubS"id'1Z~d~>b~the" .. ' 
wholesale side are, unfoundeci'..." .'.. ,~ 

, ".. ...", , ,,' , """ '. .', ): ," "",,' '.,' '"',,, ."'. 

He said .. that all of tbe. costs of operat1ng.·a$.·aw.ho,r~sale" 
business' are with. m':i.no~ ex'cept'ion, al~'6 required forretaif"and:this .. '."'. . . . 

" ..' ", ,J ,', 

allowed:. the' stu<!1es to port.ray t.he cos<;s of each bus10ess ona:"stand- . 
alone basis. 

Blair said .tha tcertain'I'incremental. c<>stsasS~c:iated>So.ielY, 
\o1i th r~tai11ngwere directly" assi:~ned': to' tna t ena o-f ,theo.us!ness 
(such as :cost~ asso-ciated with sales of rices) but. that,a"~~'llY . 
separated costing approach was urijUstif:ied in vie~of: .thef:act. that 
many costs, arecommoo.' A fully a:lloeated cost-analysis 'for: each, 
b~iness,was developea solely f:orC~mmission" info:~a:~ion':in.",· 

. • '. . , I' .,. '. , 

proeesslngthis application. Since he believes tha:t:m<>st'~f ·the 
major costs are common, he 'does not'recommend: ado:pti'onfor,'r,egulatory 

,1"" ","' , ,', 

purposes. otstand-alone accounting ~for: the. \o1holes.aleand re'tai.l'i ' sides, 
or:the~: business.' '. . ',: 

.. ' Gl'EM'~·s position, is thatit;"whole~ale' tariffs ,$ho.uldbe 

evaluatea in the context of: "what ;it considers to.be most.:11kely. 'and 

best quali.fied ~esellers,' wh.ich Gl"EM believes, .to: 1>erad:10\:,'e.~~:ipmen:t. . 
, • I ,,.,' "."' •• ' " 

I, 

. " 
'.' . 

"",', 
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; 

dealers., and radio- common carr1ers.~, G'l'EM's oriet' notestbat·Arthur 
'.' -, 

Trout? ' IR+/McCaw's ' witness 'on resale tariffs?: and Dr::':::LeeSelWyn~ ,an 
independent' communications, exper.t' appearing, as a~W1irl~~s:,ror:',th~',·' , 
protestant? admitted as,much oD>cross-examina t.i o.n. GttMn~'t~s~':tha~ 
in th'e' AMPS decision' this Commis'ion esta~li'shedreta'1i',and~holesal~ 

.~. . .. 

rates that would enable a hypothetical resel:ler'wit.b60~', o-r the 
market to' achieve a pre~tax', prOof! t ma'rgin for the' ','first year's " 

:', " 

opera tioD' of 8.30~. Since that deeision,?i~ res~lle~sha've::~en " 
certificated (1n addition to ce'rtifie;a ted ,R'!Us)' 'andthe"co~issi,Orl' ' : 

- , , , ' • l ' .' " •. , ", • " , " \ ,', 

has d'et.ermined· that resellers can'lower prices on:<,Sdays,'no.ti,ee, .. :A 
rev1e·N' 'of these resale applications Co.f which llo:tiee:: ~as;:tak~ri}'sb:o\otS': 

~' , • ,. , " . ,-', - "r-'" ,,' ,', ., :" ,. ,: . 

a vat"iety of estima tillS fit"St year' res:ul ts, wi ttl widely· varying, ,.', " 
projectiolls from substantial pror:ttsto: lo'sses 'foi"f1rstye,ar 
operations .. , In 'View of· this~, G'IEM·'~( posi tion, is: 'that' :r{e' Commission' 

, • • , "'" ',' J ". 'I" " 

must' evaluate proposed. wholesale: rates Withrefe'rence:.'to,the:'best 
qualified: resellers..< 

. G'I'EM"s wi t.neSs Blair regards bus1nesses'w:t,'the~i~ting sales .'.' 
outlets 'and " having sales personnel familiar withthe:mo;i~~" . 
communieations markets as best situated to be cellu'lar',resellers. 
Such' bUSinesses would have costs common to' support;.1n.g¢eliul~r'an<l 
other busilless endeavors. Thus1ncremental costs,or' s:ea~ting 
cellular resale operations wou'lcl', be~ .low .. ~ 'This i~adsd'!'EM'::':to,;the' 
conclusion tlla t the Commission' Sh~uld" authorize aI-a t;e!sp~ead' oetweeri 
whole'sale and retail, ratesurrici'en.t toattrac~tbesebusiriesses I' out 

, • ! -

no greater. In other words, the Coll'llldssion is not' required,toset ., 
wholesale rates .to accommo<!ate resellers with. high-cost,: st.ructure., 

. Such high-cost businesses, woulc1probablynot survi vein"th~',' . 
, . ,., 

competiti ve market anyway, and the' result wo.uld be tt> h:arm"'tnelr 
customers and the underlYing ,carrier as; well.: GTEM note;,bn' b,t"iet': .. ' 
that IR'l'/MeCaw"s:witness Stan1:.o~ expressed a simil~r oJ)1n'ionandthat: 

,.' " '. " 

be mentioned,~ sueh businesses as ear; rental a.gencie~, hot:el<~ha~n·si,,'· i 

,6 - ' 

" ',I 
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IRl'iMeCa'lolitSel! , "ilnd other'large businesses as being best s,uit'ed::to 
, 'I 

being eel~ular,se"iee resellers. 
, " 

G'IEM's 'Iol1tnessBlair presented an ana:l:ys,is of the, potential 
of the' resale 'business under the proposed. tariff wh1ch'~1nh1s , 
opinion, demonstrates that, for ,the San FranC1s¢:~oakian<1~san'Jo:Se 
market, a small resellerwith only 488 units and' thus ;~lY'&. 7S~ot . . . .. , ), ... . 

the market-would r:ealizea pre-tax profit margin less" ,than', a~30~'·(the 

marg1nfound'sut"fieientto eonstitutea viaolebusiness,in' the 'AMPs. 

deeisi~n)~ ~utthatlarger re~llers would' d.ef1n1telY'oe,ab~ethat 
figure. and. profit margins wouldinerease wi,th the,size of' the 
market. G'I'EM: notes that Blair' s exhibits actually eont~in errors in " 

'j " . 

computing taxes ana lease expenses when eorrect'ed", sho'lol' gre'aier 
• , • \ ' ."" '. I • 

. profit margins :tor the resellers thanintheorig1nalealeulat.-io'ns. 
G1'EMalsO points, out that' although its position i$tha~" tb.o~e,~~oC"an: 
aetas eellular resellers on' an' add-,on ba~:ts are' in" tbe. great.est 
position to make, 1~edia~ profit's, Blair's mathemat:!.eal a~a£ysls 
(EXh'ibit, 1, Seb.ed.ule 9) ciees ':no.t represent such" an lne~~men,t.a! 

. busine'ss' 'out. a, start-up bUSiness,: and· "that' a trulyinc:remetital' 
business will, have ineremen'taleo~ts" approac'hing, ~ero.: '" " 

. .' . ",,' . it ' .. ' .. ". 

G'I'EM' summarizes, t,he,"ex~lusive reseller o:pt1on"ra'tes' ' 
spread. ,in its 'opening brief as rdi"lows:' 

',,', ' 

", 

" 
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G'l'EM Spread' Between Proposed " Wholesale and' Retail Rates, . 
. Exclu:s1v~ Reseller·Option· 

50-S00 ·AceessNumb.ers •. 
Access>· ( $39 .• 00, ·~·.3';':25:} 
Peak Usage, ( .. 45' - .3S· = .01 x 300) 
Orf.;.peak usage' ( .20· - •. ,6. = • 04x' 6.) 

Sj)read for all reseller customers: 
I . . 

5·' o~ ',5'00 'Access 'Numbers 
AcceSs· J$39.00 - 30'~50) 
Pe~k·U$age( .. 45.~· .. 36 = ... 09.x· 300) 

(Assuming more than 834 users)' 
Orr-peak usage'( .. 20 - .. ,6 = .04x 6)' 

.Spre~c. for'all reseller. customers: 
" .. I' ' <. • 

, 5' 0':'450 o Aeeess.Numbers ..... 

Acces~: ~$39~OO-'29'~50} :i . 

Peak Usage .' < •. 45,- .• 36. ·:i···.0·9x;300) 

Orf~peak;usage( .. 20-.:16 = .. 04 x 6).; 

.Sp~ea'eror all reseller customers 

4510'andMore'Access Numbers 
AcceS3'($39~0,0·. - 28. .. 25) . 

. PeakUs.age.,· .' ",' . 
o rr -p~a.k;'·Usag~ . 

Spread Per Access NO.; 

$7.1S·' .. , 
. ··21·~OO::·· .... 

.24 •. , 

$28: .. 99:.' per .month· 

$8.:50. 
", , 

. 27·~OO· 

.. 24 

$35 .. 74 per month· 

$ 9.50., 
27 .. ,00; . 

.24: 

$36 •. 74 per'month . 

. . . 

$,'0.15 .. 
21 ... 00,···· 

'.' .. '2'4,; 

Spread for' all reseller customers: . $3,7 ... 99"'·per mon:th· 
. . . . 

CTE~ reminds us that·· the "'nonexcl usi ve . reseller"" op.t·1on • 
'Would not b~ used by- any· resellerdur1ng the headsta'rtperiod sinee ... 
there is no other purveyor or the service availal>le.lt:alsoPoints 
out that the exclusive reseller option will be: availabl~toresellers . 

• .. . • r . , , 

who are. selling both cellular- ano improved mObile,'telephone.ser:v'ice. 
CIMl'S).. 'Thus' the protestant would::' qualify' for' the ~xc'iu~ive' reseller. 

"J. _,"r, " ,,;. 

I. " • 

-la. . ..; 
"'I,' .. ' .. J 

'.'" 

'" 
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, . 
rates even though one of its partners possessesRIU aut.horit.y .. :'," 
F1nally'~ G'l'EM 1)Ointsoutthat the 'Wholesale and retail :rate,spreads 

for cellular service in cities outside Callfo.rn,1a'ar~ substantially:,' . . ) " . -. 

,'lesst.hant.hose, proposed.' by, Gl'EM" but 'the' resellers have: been 
operat1ngiD other, cities anc1 have'found" those ratest~be,ad~ctuate' 
to conduct, a successful' busiriess:~, 

" G1EM notes on bri,e! thatIRl"s 'Witness Trout testified ,both, 
IR'l'and 1 ts a 1"'fil 13, te or parenthaveexist1ng' agreements wi,th' 
resellers of one-wayRIU service and the: rate spread:; 'Which-,IRT o'ffers 
is less, favorable than GTEM'$'~roposec1 spread,. and that. for:t~O-way' 

• : ' f ' ., • 

mobile, reseller compensation' isc a fraction, of that proposed:!he,re~y 
, . . " 

G!EM~, 

G'l'EMfinallypoints,out that, in the AMPS, <1ec'ision:tlle 
Commission ordered the 1"'iling:of wholesale and'retailrates,wh~eh,in 
the Commission's opinion, will result in: a! pre-tax profit: 'margin of " 
8.30~ fora hypothetical reseller w1th', 60%' of the m~rket.:"G!EM, 
mai~tains",that tbe rate spread it proposes, is, almost~:deritj;.6ai>to,'" 
that in LosArigeles~ , 'rheGTEM" brie1':summar1zes the d:t:rrerel'l~s are 
as' follows: 

,'To,tal,Quantity Gl'EM 
Access NU1:lbers Spread 
4,.5100:r-,m~re:$37,.,99 
'~510~4p500 36.74 
510:-f~500: 3S.74 
50~SOO '28~99" 

, •• I • 

Lo'sAngeles 
. 'Spread . 

$37.97 
37~97 

37'.97 
37.9:7 

" .1 ":, 

Diffet'ence in' 
"Spread" 

. '.' $:.'.0'2.': 

.-.26 .. '. 
'~2~~',:' 
:-8,~,98: ". 

. '. G'l'EM's 'Witness Blair testified:, .that in his opinion 'the"'Los 

Angeles rate spread contains an arti1"'icially high marginWhj:ch·,~:i.ll . 
. , ",'" . , 

attract,. more resellers into the business than. the total ,market' can' .' 
support, leading to the failure of some'. He, con~eded:, thereiore~'" '. '. 

that the G1'EM proposal would :"be attractive to rewe'rr~seilers'>:th~t'.· 
is,. some small resellerSWh1eh do:not.~;tend' to deV~lOl>:the'buSi"n:~~s; 

, , 

and' atta'in : the higher volumes . to inerea~~ their:';'ratespread:";' 

. 
. " ,1-", " 
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" Protestant's' Recommendations, 
. Arthur Trout, dist.rict gen~ral ,manager ,for'IR'l'" test'i.fied' 

that' IRT, togetber with, TelPage, ,which are both s.ubsid1ar1es'~of" 
Gencom, an Arizona eorporation, together serve more than 50"OOO:'one­
way paging un:tts in the greater Bay-Area and have,prOvided,'va.~iOUS", 

• • • . ': " , ' ',,1. ,', • 

one-way and two:..waY"radio ,tele.phonese~ices, for 25 yea~s.," 
He exp-lain~d 'that Ilrr:t s,existing R!Ucu'stome~s~;re'6n 

, . . . . "1' 

manual, ,operat.or";as'sis'ted systems whichar'e "clearly i~ferior""'to ,,' 

cellular. To 'the extent that s.uch customers eannO:t, ge:t,:eell,llar ' 
service' from IRT~they, will ,;inhis oPinion';"m1;g~ate:tc GIEM> unless 
IR'l" is in ,a posi t10n, during: theheadstart' period'; toresel1'i' G-1'EM ," 

ser:vice to them on reasonable terms.. He furtherstated"tnat;, tor: the 
~,; , 

same,reason IRT is in danger of., losing "its, own,best 1ctualif1eci:', 
resellers,toG!EM_H~ ~eviewed,' se\1'e~a:l ra~to,rs:in tt:~',".GTEM','p,rop6sal' • 
which, in his. oPinion,woold discoura-ge a r~'sel1er, frC)m: taking" 
advantage 'O'r: better terms tbat' might be,of'!'e,red' by thenonw1:reline 

"<,, ',; 

earrier aft.er the heads tart period ,is over.;" 
• ' " 1 

The 'first o,r these is the provis.iontha tC'Q$tomer-<'telephone 

numb~rs shall remainund~ eontrol of' GTEM'. '!heR~seller, p':g~ee~e~t., ,',' 
which G'!'EM pr~poses be signe(f,''oy all resell.ersprOv1de~ t~at':no,end~ " 
user shall acqu;lre interest in a'number ana that Gl'EM'reser:"':es ,the;[ 

, '. • '. ',:..,' • ' ,': I .,', "o' ,.'" '-I) ',' 
right to assign or change numbers.,when neeessary_,He,test1!"1ed"tru~t 

',,, " ,: •. '. " ' .•• .'.', • .:. ,', '" '. -",", .':' ,",,' " i','" :.:' " "\' i"" ''-' ' 

the telephone number assigned ,to:,a mobile:' un'it' b~comes apart'of' that 
, , I' 'I' 

unit by: being' "burnea" into a part of. that unit ealleC1 a "P~OM," "", 
(programmable' ~ad-on1y memory). 'l'h£Siisfor'tlle,l>urpos:e o-r:,', 
id.'ent.i fying' 'tbe, un1 t, when it make~, an O,ll tgo1ng call ror'b1l11n'g, 'a~d' '" 
other purposes, . and also enablesthe:land1ine: teler>hone,eomp':~uli to', 
id'entify: and route ineoming, calls totbe: Mobile :telephone '$wit.,Ching: ' 
o ffi'ce :,( ~,!SO,) .. Hed1sagreedWith GTEM" that, eu;t.o~e~s w6uld,n6t< " . . 
generally wisli' this number to, l>e known and: testi!'ieC1: "thec.ust:o'mer' 

" " •••• .', " ' .. : I., ,;",.", L 

may, inelude-the' nwilber 'on 'ousiness:6ards,:, station~'ry:, 'and', in',"the; ',: 
. " ~. 

- 20 -
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telePhoned1rectory, and will, certainly 'be prOvide(1~o.al1:per:sons 
,from whom'-he ex?ects calls." Thus.,. if 'an end-user: or reseller' 

. , " "., 

decides ,to: swi tcb to thenonwireline system ,he said:, tbe:: eos~ of 
switching to ,the customer and theresellermu:st in~Iude r~p:~~.iramIlling 
o~ the, ,units, changing ofdirectory'11stings" and,in:'~orm1ng" 
customers., In his exper1en~e an ,average of one hour:ot t1meat.:a 
cost to the reseller O'f ,approximately $30 'is reqUi~ed,: .for:' ' 
reprogramIting of -the mobile'unit. He said there is no, techoicalor 

" .' ", ' ", ' ',.' , ,,' ':, " .. , : ',",,,-' ' 

'engineeringrea~on,' why the num1>ers must "'belong" ,'to G;'I'EM; they , 
actualiyoelong: to, the land11ne ,com'pany and,canjust, aseas,11Y:be 
ass:igned:to:the' re~eller~' ' , "'.~'.'. ' 

'!'here is als,o an involved, difference of.' opillionl>etwee'n 
this witness andGTEM,oIl how to configur:e lines. :to avo:'i'd.'mesia:ge,·unit 
charges. The wi'tnes~' testified' that IR-ralreadYhas,i~'pia~~:':a~,' , 

, existing network of trunks which would perm1t it to handle more than' 
9.7Sof all ineoming' (i.e. ,direct inward· dialing or DID), cal.:ts 
destined rot- mobile. units' by placing them ,on GTEM'"s systeI:l~:',W:it.h the' 
appropria te'3:rrangemen t, With G!EM:~' IR'!" ~ould':' u~dertake 'to·. ea~r~"': all:,,'," ' 
incoming calls.dire~ted· to its cellular'customers, and. ,to ro~tetbem' 
to"G'!EM ~s swi tch rO,r further proeessing on· the GTEM' , net~ork':' ' R~.· 
statl!d. the, result wou'ld b~ t.he message units:':whiCh .would. ;therwise be 
charged to' the calling party would' largely 'be,' avo1'ded~as·w;~·Id.' 

. . . , ," ,. . 

sigllif'icant DIDtrunking charges" and' f'inally', IR'r would'have', ,the 
, , '," . .,", .., ., "" 

opportun1ty~ ()n~licensed>oythe, FCC. to sWi'tch1tscustomers ',~ '.' 
wi~hout delay and. witb less d~nger~r' serv1c~,:outages'~< He·:,t~;:t-1ried' , ' 
tha:t landline carriers have ~en less-than r~lia·'I)le in b-ringi.~·g·':about. ; 

:1' .; , I 1/," • 

such",:'·swi'teho'vers •. ' "'"'~' .~, 
,! I • " • •• • "',,': , '. • ;'" h. L 

, Second:ly~, he denied .• that the ,margins prop<>sed by C7!EM ror-
resellers: are' surficien-: . an~ ·said that, the, GTEX sJ)~eac1- ·1s "fa·r:.:less ' 
thab.what '"is .a:lre~dY.·being, ,paid. to. reseiler:~'~ndsales::agen.ts.':'ih::<~~e'" 
Bay::;Area., In h.l.s· opinion: the, pr-esent'margins·.~re ,n.eeessarY·:i;t~'::.·<',,' 

~ " ~ .' I ~ 
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.'.' :,< ' , , 

attract the best resellers" and G'!'EM.'s. prop.osal will .disc:o,uragethe . 
best resell'ers from entering into the c'ellular 'marketplace~ 

. ,',' , - , 

He . also objected to the charge:ror" a'trouol'e,' ,cal'l" st'ating: 
that the reseller woul~r ~e o'bliged either tomaint~ir(a',~:eChn1cai 
personon1ts own premises or to contracttbe work to' an' 1ndepend~ent . 
shop,at a ,rate or between $40 to $50 an hour .. 

John \; .. Stanton" viee j>resident of Mccaw, Cellular 
Communications,' Inc .. ane! its wholly owned: San Fra'nc'isco,anCi:',San Jose 
subsidiaries" test1ried that present userso,j conventiona:i:;R'!u"ar~. 
pri'me candidates for immediate ~eliular ~ervice anduhlessIRT':a:nd '. 

other companies can' beeomeresellers: on a fair 1)asistb~r~:wii(lbe" 
SU1)stantia.l mj,gration directlyt~ G'l'EM,., damagingexist1ngearr1ers.~' 
The, lengthy list or' particulars to which pro·testa~t,ob-jecti,:ine:lu'cres 
the' following: " " ' .' . ' 

'1. A strong di!'rer"enceofoPin'ion,onth~.actual 
usage rorcustomersunCier l>o-thprimet'1me.an<f 

2 ... 
o!!'~J>eak~riods.. . 

Costs for resellers shown in Gl'EM's estimates 
are based. on GTEM's exclusive rates'and not 
on nonexclusive·, schedule which would be" 
applied to· anyreseller after the heads,tar':t" 
periOd wishing, to 'deal with the nonwireline 
carrier as'well as G'tEM. ' 
A last-in-first-out (LIFO) provision. wh1'eh:' 
inclucies a six-monthminimum:'e¢mmitment for 
access charges to be paid to· GTEM'.t'or that., 
line~ even if the reseller- wishes not to use 
the line. (Much time wa's spen.t examiniIlg 
certain witnesses on theexac't effect. of 
this" but it is clear that under certain 
condition.s it can acid. substantially to' a 
reseller's cost's. Gl'EMsta~s that the 
purpose of this, provision is to prevent 
fluctuations in usage which Ie-ad to' excess 
capacity and excess investment). 

22"'-, . 
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, .1;..' 'In'the'opiniO'nof' ,the ,witness GTEM"s: 
projectiO'ns, grossly unaersta:t.e staffing 
levelS' O'fresellerS,. sa'laries,' com:n!ssions:; 

,and O'therexpenses. ' , 
5. AecO'rding to the ,witnes:5, whi,le' G!EM"s .. 

project.iO'ns purport to' show",that the-tariffs, 
furnish anattraetive' busines:r oI>portunity' 
,for ,pO'tential' reseIlers; they dO' 'not,;'analyze:' 
total income~ ,and expenses O'ver a s:Lgnif'iearlt 

,peri¢<! of'time'out'only'a' single hypothetical, 
month,. and this analysis omits ,entirely." the"" , 
est1mate<1,eosts incurred by. the reseller- 'in' 
putting' un1tsinto,se~ic-e. ' InI>arti'eu:t:ar,;, . 
G'!E~Ps analysis :<1id nO't,'use anaveragenum'b'er 
or revenue pro<J)lc1ng' uni,ts ,:during'the~tir'st 
year but the: units oriline "a:tthe beginning 
O'~.,tb.e· year, 'thus'<1rastically'lower1ng,::, 
expenses.", ' ,;.. . ':" , 

.:', 

Most particularly the witness. objeeted',to, cr!El{,'';'eomparison 
.. ' ., •. • l .,'" " • .r \ ._ 

ot what he t:erme<1 "mirwnal.staft1ng'anda<1vertis1rig b~dget~ as,. being 
able to' e~cPete'-erteetivelY '1dth, rnM'~ oWn a.~ounceci,:'~eta1f: effo~;, 

, , ' ' , • .' .'" • • " .,," .~", .. , : >" .. '.. '. ." ......... ','. • 

which includes threer-etai1 outlets .with a full star~,: at each' and, 
piansfor an intenSive ad~ertisi1:g .. campa1gn.'l'he. witnes~'a:t~ml>t~ 
to c1evel~l>a com~ar1son ~hich woul~'i'nelude,:sim:tl3:r p-rorDO'tfona:1 •. ,' 
e ffortsan<1, starr1ngfor resellers ~us1ng 'G!EM" s: own ~ssuml>tiori' tba t 

the res,ellers COUld,' capture .60'% o:f;the'market ~:LthorE~r:"dire'¢.t:1y: 
serving" the,O'ther 4~., He: also included' eertain:other,m.i:scellaneous, 
expenses ~hiCh he't'eltG1'EM,had: omit..:ted'from itsca~eu-latio~~~ 

/ ....... : .. .. 
, . 

" Based' ur>0n,:'tbat development,. 'he eonc:hlde<1tl'iat,ther'e, is 'no 
way a ',thirdparty .. resell.er coul<1, I>ro!'it ,even:over:a~rel3.tive.ly .long 
run, on' the,'basisot: G'I'EM!sprOPO'sed';~r1tts.·5:' ,,' ".":\',,,,::,:,',,~ , 

"." ,. .... ~ ." 
, , 

"- " .......... ' ". 

',:' . 
.'" . . i",,' 

,., 

5' The 'f6rma~s ot: ·the. C'l'EM'exb.1bit b-y witness Rizzar1 and, that' of 
this, witness> vary' s6,.,widely that it is ,impOSSible ,to" eonstr:u<ita , 
eompari.$On table, ,showing wher.e they, diffe'r-, ,and~in,anye:vent, 'the, 
starting· assump'tiO'tls~, vary,so. w1.<1ely,that: sever.al;',dozen footno:tes,>:, 
woul<1 J:>e necessary to ~any' suchta.bleto;just1!"y.the:, f.1iure$(~ ::"Neithe~,' 
w1'tness, ~., course,. haS· the benefit 0'£ any, reeoreccf;',1nt":o-rma,ti'oc:';f'rom:':" 
whieh. tomake'projeetions.:..1i', 'i.~'" ""?, ... ,' 

, ' ",: . 1\.~ ,. I J"',, " '. '" ':. , .. 

";\:,," /': 
. " - ,23 

i' . 



'. 

", ',' 
., ..•... 

. . . 
"_', ,I • 

. , . 
" 

... 
A.83-07-04 AW/vd~ 

. ' 

Finally, the,Witness ObJects to,theG!EM.'s analysis' 
proceed ing .' troe: an incremental 'business rather than . ~nalY%1ng , .. 
reselling as an independent startup business.' Aeeording'to·Stanton,. 
he agre'es that'some costs might be allocated t>et~een regtllatedand 
unregulated bus.iness but savings woul,d be. little ,o,r, 'Iloneiis~en~'i!' .. ' . 

. . .' " " ,'. '. '"' 
the present 1>usiness's other activities did not itlvolve ,m'ol:>ile 

.' ',' "', 

I". 

':" .' 
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He is also eriticalofGl'EMTs establishing rates: at "lllarket 
driven,,6levels •. He points .out that no standardut11ity ratemaking' 
concepts have been ~sed to develop thewhole~ale rates~ and~G!EM'is:' 

,. , ' ' '. ' .' I 

in a position to. charge a relatively,highwholeiale pricednririg>the. 
monopoly ,period ,'. and,using the high , pro'!i tsearned dUr1ni:,tha (~r10d. . 
to lower its prices afte'r the nonwire11ne comp.eti to·r 'b-egins, . . . 
operations. SelwynTs analysis demonstrates' ,thatG!EM'lltill,'realize,a 
5l.+S. return, on average net investment.' in the fifth year.' -, , , 

, Dr. Selwyn pOints to. tll~ fact: that' G!EM~s stUdi~s'on 
• " ':; '.' .. ".. ,,',: -',' .,,' < " 

profitability for resellers a~s\lmes that ,resellers.are.engaged .~ in 
some other l:[ne of business and.wo~ld regard. th~ c'ellular:;esale 

. . ~ " " ," . 

business as. incremental:. ·'rhus. accorc!1ngto Dr. S~lwyn, ,to,'the' 
extent 'that a small marginal' reseller cannot earn mu-chiprofito'n the 
cellular business,' ,i t ~ould ~e reCl;uired' t~ capture ,p'rofit fr:oxo. ot.her ' 

•. '. - I ' . 

business lines. Assuming a reseller to be-in tb.ebusinessor>sales, ' 
and' le~seor: mo~1le telePhon~ ,'uni ts, it. would: thus be, forced:,::tQ;, 
maintain relatively high prices on the 'equipment. items b,e~ause. 'O,r·the· 
low'margin available' from resale' of'the ¢ellular'serv'iee~:.·· On: the' 

~ , .:, '.' '. c ":, " • ." • '. " • 

other· hane ,usingG'rEM~s own calculations," Dr: .. Sel'wyn ,concludes that 
a ,sta~d~alone ,reselling business' would probably :not: ,su¢eeed~~ .. 

'" ','" 

, •••• - •• I 

6. The term "market: driven" do'es not appear in tb.e prepared ". 
test'imonyof the GIEM' Witnesses but in the cross-examination or 
Philip Forbes (Tr. ~40).. He testified thatcerta-in rate.des1gn 'cost, 
:studies were not performed and'. that rates we're "market' ch:':1 ven " ;: that' 
is, thit the tarirfs resulted from marketing studies.' He fUr';th-e'r,' 
testified that he 'was not sure whether the rates would cfrop,.when the, 
nonwireline. carrier comes online but that,th1swould'be determined . 
by many factors •. ' Crr. 44l~)' , _. ',', .. 

25.- . 
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F,urther, , according to';~r. Selwyn.', oecause of:the,4emancr .:fo'r"" 
the prod~t', 1fG'rEM can set raies"a t"market d~i ven" ieVel~ it can' 
use its wholesale profit Quringtne' monopOly period, to'sub~iC1':i.z~ 'its 
own retail' side of the ousiness.GTEM pr~sented' c'ost:s-tUd1;; wbich'. 
attempted to'- alloca.te common costs betwee,ri retail ,andwho,iesa'le~:and". ' 
certain direct costs to retail." ' Dr. ' 'Selwyn' sanalysis c6n:cll.1~es:that:, ' 
too much or the costs are all~atec1 to the whoiesal~, side:. 'AccOrd.'ing, 
totbe,w1tness, GTEM assumes, unreasonably that a retail~perat:ion­
inelud:es zero ac1'ditional capital i'rlves:tment. He ,alsoj>o'iri,ts, t~:'" 

. ..' l' 

~'I'EM's 'alloca:ting -retail costs: ,on its 50~50basisbetween'~,retail; 
, ." 

cellular service' and the' cellular mobile, equipmen,t, sa:ie-i~a~e" ,-' 
'bus1~ess·. He $,tates' there i~'no, tactual basis fer this.;' The 
analYSiS, he points out, aSSllmesth~tevery' GTEM r~ta11,.'customer 
would:rent a moo,:tle' telephone set: fromthecomP:any,,: but:,totll~,e~tent, 

, . , " " , ".. ~ I'," ,', ~, " i 'J 

tha,tat ,least some eustomersdo' not eb'ta!nithe1r eQu1pment,/, trom ' G,'l'EM, " 
th4!re is an -untteralloeation of retailitig c6stto' the"eell'ula;::,'ser"Viee 

• side,otthe ret~il activity.. ' - ,,',' , ,," 
He also j:>ointsto certain errors in calculat'ing sales' 

commiss1onsthat, 'it.corrected,substant1allY l.ncr,ea~~':th'e, :~sts of 
G'l'EM"s re:tail cellular bllsiness. Further, the retailstartop: costs, 
did nO': 1ne:lude' marketing ,and advertisingexp:enses. 

Dr. ,Selwyn ',is further critical ef' th.e restrict:tons on the' 
transferability' of cellular telephone-numbers contempiated' in,'the 

'. • • I • 

GTEM tari!'!.. If th.e reseller wishes to, transfersuos.eri'b-ers:"t.o-tbe 
nonwire licensee's system,. it must modify thetetephonenumber"'~hiCh 
is, encoded, in the PROM chip 'inth~ unit. Aneasier:Sy;tem,tisi'ng" ,,' 

serial numbe,rs is possible but wasnQ-t adopted' l>Y' theFCC'~:<SelwYn" 
• .", v' • • .. ~ , " 

testiried that even UDder the'presentsystem~ 'the, Commfs;1,on'sho1l1d,-
take ,wha",ever, action possiole~ using tbe FCC-approved' ~o:rtwar~to:.,",· 
prev,ent GTEM:rrem causing resellers und'ue expens'e' 1n.:,'eha~g1:ng 1:rom', 

" " ,,' , ' > • ". .' I ','" ,":',< •. ~ .. 1' _ ".; .. :. 

,one sys",emto' another. .' _'.. , 'j'" ~ _;' 'c, 
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Dr. 'Selwyn's first solution is to give theresel.lers:. the" 

opportunlt.ytocontrol a'bloek o!' telephone numbers which the. 
reseller can assign to its. own customer w' Tbis systelXlC:oul<i' ac'tuallY . 

. . ,,' . , 

benefit the wholesaler 'beeause the reseller electingthislXIod-e'o!' 
opera.tion wouldabsorl> a n~lXI!)erof eost:s Which'theunderl;i~~~' c;ir~ier' 
will·· otherwi'se incur~' The disadvantage 1s 'that, the re;ell~~: lflust' 

. invest in its, own switching eQ.uipment and"trunking' fac.11"1t.1es,'bu:t if 
" .,' '. ' '. . 1',," .. ' .. 

a reseller .is willing to' do· this,. i tgains,· greaterpro·te·ct'ion. fo·r·'i ts 
customer base. . Dr. Selwyn also described the . following approach::' 

"An alternative methOo' would permit the res.eller ..... . 
to arrange for an entirely separate blockcf DID, 
telephone numoers, using 'a d:ifferent central 
office prefix. ('NXX') . c<:>de,. which .would' .oe used 
'byth.e c~llular carrier as long as the r-eseller 
continued to do'busines.s with that carrier. 
However, if. the resellerchangedtcthe'other 
carrier, it could arrange to have Pacific Bell' 
tr-ansfer the DID trunks from·· the wireline 
carrier, for example, to the non-wire'line 
carrier-, on a, 'flash. cut' basis~' Customers would 
still have to eh3.nge the position of the 'AlB 
Switch' on their units,' 'but, could ~etain:th:eir-
telephone Dumbers even after the .transfer of 
their serVice, from cne. ~a.rri:er t.o ,thecther',.d'" . 

Dr. Selwyn stated that this method;' would" nct interfere·' with the 
identificationo!' .roamers. 

"Unde~ this. plan,. tbe.re~eller·. would request a 
'I>lock of telephone numoerswitb.a different. NXX 
prefix than, that which was assigned to ;the . 
wireline carrier-. Instead' ofas.soeiat1ng.tbese 
nUlllOers wi th the underlying carrier" th~ elear'ing 
house(s) would 't>e ac1vised to as-socia te :the .' , 
specificNXX prefix co4'e·with the.reseliler 
directly. Thus, when the reseller'elected to. 
change to another carrier, 'no ad<i'-itional 
notifieat1on t.o th.e clearing house, would ,have t(i·· 
bema'de'~ " . ; . .'." 

,';, . 
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Dr. Selwyn is also critical of certain tariff.. features 
rev1ewe~ .previously, which in 'hisoP1nion:,:tendto',loek:'.lnthe:~; : 

, reseller to, GTEM",_ , 

.... '. 

Dr. Selwyn recommends that theCommission'shoU'ld; "b-u!lda' 
wall" around Gl'Ei'P's'wholesale service act1vityandshould: req:u:r.re a ' 
demons,tration that, over a reasonableplanningperiO'cf,.whieb:extendS' 

, . , 'r .". 

ceyond the pre";moriopoly headstar:tperi~<!~' the whole~le':ra:tes"woull 
generate' a fair rate of return .. , He recommends that no: exemp·tion' b.e·· 
granted for G!EM from General Order (GO)' 95, in conn:e,ction~¥heith~r, ' 
its wholesale or retail tarirfsand that, allincrement'aJ.;reta.ili,n,s" 

. '. ,I,"",,, , ". ' ' 

costs should" be proPerly determined, through proper a:lloca'tio,n:"o,r:" 
jOi,rl't persorinel' and. other resources "to p~cl udeOr,: at': i~a$~min:tr:ni'z;e 

,crO'ss-subsi4ization of, ,the retail~ s,ide 
mO'nopoly\prof!ts.. ' 

" " ", ,':-' ' , ,.'::, " ." "":"i' " 
of, ,tbe,',busin~s:s:w:r:thwb¢lesa'le;, 

. ., I 

.'., 

Stafr ~ s :: Prese~~~tion "~I' , 

Sta:Cfwitness Mark Bumgardner madeseveralaccount.ing, 
re'commendations the most, significant o't whi:chis thatapp-11c.an.t 
should: separa~e costs by runctions~ . Dr. Selwyn expressed:, agr.eement 
with this . recommendation. Bumgardner .recommendstllat:'cost:s'd1rectly 
assignable: to' wholesale l>e assign~'d" to·wholesai'eaecount~'r'::that ' .... 
retail b~ directly assigned 'to reta·il ~ ane' eo~t~d'i'rec:~lyass:fgn~ble; 
to' nonutility operations ass1gnec( t~ separate, IloD.ut11itYaeeouri~,s ... 
He. !"urther state.d"costs: not dire~tlY' aSSignaOl~,to:a~y·,o!:tl'l~s.e:· , 
areas'shall be. alloca.ted to the thr~e di:frer'ent;~reas, base'd;,.u'p,o'~,:· so=e 

. "'.- ,", .. 

logical allocatiO'n methO'd" whieh wo.uld be. reviewed 1naud:r.ts~ 
Bumgardner further tes,titied. that' innis oP'1nion'the 

applicant's resale plan does not e6n'stitute' aviaOle ousin~'ss: 
opportunity for the nO'nwireline earrier-' (tha t i's,. :the' pro;tes:tan,tin' ..... 
this.· casewhicbwill pr'obacly: .. become ." a . nonwireli'n~,:car,r-i~r:':Wh~;'::':~: '. 

< I· . 

. .~. 

: .-
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license is issued). Bumgardner- examiCedth/ apPlicant"s. revenue and. 
expenses for providing retail service"; to the' e~d:"us,er~ '~eno.t~d" that 
the" wholesale portion of theapplicantY,s' operation. shows';prof1,ein 
the'second year ,but the resale' pOrtioh, if, analy%ed-U~der,:,the:same:: 

- j ", 

condition as for an independent' reseller,does notbec-ome'prot:Lta,ble' 
- , I' "'. >0 _., '" --

until the third: year.7 According to,',Bumgardner th:ts ,m~an.s,tnat3.ny" 
reseller who operates under ,the same eond1tionsaS:the"appi:tcant:'~:,s,', 
reta'11 operation wo~ld ,los_e- money and_ woutdhavet~"sUbSid7izei:t~~i{ '" -
for the first ,two years from other sourees~ 

Bumgardner also o~jec-ts 't,o- the-previously mentioned;~ta~ifr 
provisions whiehrequire a six-montheOI!ll:itment-and:,i~el~de a LIFO," 
policy OIl numbersw ,His analysis ·-Sb.O~' that und:er,' ce~ta.inic:ondit,io,n.s' 
resellers could' be forced to . pay substantial' ac'~sS: eharg,es,'wh:1c:h!~r~, 

, ".' ) ..,., I,', 
, ' 

not usedey, the reseller' s customers:. ':, 
Willara A_Doage-also te'stitied for-the s:t~rt ..Be'was'm~st 

critical' of a reseller agr.eeme~t'that.· appl;ieant proJ>osea:~i-%l ~ddition ' . 

to, the tariffs.. He' viewed- ~be ;Q.ocuz::ent as es.ta';liShinga' stibo~d:inate 
status for the resellerssomewhat, ont-he order of a' sUb~ontract'or'. ' ", 

Responding t.~ this critiei;m,,' GTEM:rurnis~ed .w1th"it~':';c:r~ef' 
a revised "1ntercarrier agreement.," intend::ed' to eliminate: ,'tn~' ., 
cont.roversy_, However~. the .fo'llowing· ·st11l~ppear::i.n the- 'c1~um~nt. •. ;t.o· 
which, objection in principle·, can.be .' :found, in Dodge 'ste-st,im~,tiy:'.-: ..... ' 

: I," 

, :; 

7 Bumgardner's analysis of overall profitability (fromGTEM"'s', p,~o 
formas,wbieh .<10 not separate-wholesale and retail,) establ:ishe~tb.a:,·· 
ifG'l'EM's'development is aejustedtoco%iform with Commission': rate ' 
'baseaeeountin'g prac-tice, G'l'E!'PS: return: on rate, base w-ould>st-ar,t.'at, a . 
negative 'S: .. l+6S tor the' first year of operatio.n and. advanee',i¢:,a', , '. 
pos1t-1:ve 73~;. O'7J: 'the,fifthyear~ , '. 
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1 • The requirement. that : the resellers shall .. · . . 
submit quarterly reports to GtEM' including. a 
six-month forecast cf anticipated'newenC1..; 
users "aner then t.he other iriforma·tionthat. 
Mobilnet may from time to' time reasonal>ly': 
request...,1th respeet- to each.system:.·expans1oll 
requirements and·tbi.s' performanceofserv,ices' 
hereund.er •. ". .,' .'. . ..... . '.-

2. Reseller'is reqJiredto ,provid.e the>form:' ot 
ener-user contractl> if anYI> for Gl'EM'sreview 
and approval. Tbis provision thus 1riclude 
the statement .tha't the resellel"may d'elete 
"propr1e.taryinf.ormation not relating to' 

:~lw!ob-ilnet '$ interests" prior· to submitting, it 
for approval. 

3. GTEM reserves the, right to establish, 
standard's f'or advertisillg~ promotional\>- and 
end:".user training manuals<p- although such 
review is limited to "fac.tual.matters·" 
pertaining to Gl'EM'sservices'and the use of 
GTEM's serviee marks and. trademarks. 

4. the a.lX>ve restrietions speeifieally do ,not 
apply to. any reseller . owned or eont-rollea·oy 
GTEM, or GIEM'sparent cocpany. '. 

5. The agreement.ineludes a provisioothatit' 
there-is aconf'liet'l>etween the agreement and 
the tariffs, the tariffs· shall con.tro-l. . 

Dodge statedtbatif. any of' t'hemateriai 1ntheagreemeot 
is necessary for' G'!EM"s operation~ 'it ought-to proposetarirr rules 

, . '. . 
1nstead ofreQ.uiring the signing of sucba document:.:, ' 

Dodge regards the, wholesale rate structure ~itb.:"exelus1ve" 
af)d "nonexclusive" rates a~ anticom~ti't1ve ancrviolati~e'or.'Ptr coa·~. 
~. 453a. He stated he had no problem' witb areasonable7-t.rtret~r~ that .. ' 

has.lower rates tor larger quantit:i.e.s,ands,~ateer.tha:t the .C-ommi:sS.ion'. 
has frequently approved such discou'nts in the pas't;. 
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Generally, Dodge reeommendsapplyingthe same ,eond.i·tions to" 
G!EM as t.oP'acl'el Mobile, Aeees.s in Los Angeles .. S, l'hU$,'~aecord.iri'g:to' " 
the vi tness, the fae 1.1 i t1es:-basedcarrier shouidhav~' noex~m'pt.i<?n:" 
from making a showing in support or rate increase as' reQ.uire(lbyGO, 
96 .. The witness s.tated he was'awarethat dUring·thel'iearings:'in,'the 

> .,,' , • ,", < .' 

AMPSproeeed1ng, th~Comm1sSion di(j', grant exemption to, resale',carriers. 
(, 5 days ~ notice and. no, showing, for increases) on the premise tliat 
competition ',among ,resellerswouldsurriee.. "But s1nee"ther-e, ,is n6-" 

competi t:1:on~~' at .' tbe' wholesale. ,1evei~ Dodgesa1d,.tha t:cann~t: o~,'. 
appliec1to'the carrier .. , ' ", "" ' , " " 

Do~gereeomme.nd.ed. ,bloekrates which-, in his o'l>i~1O:~';'wOuld ' 
not be. so unfavorable to the small'reseller~' , A tabi~' foi:to:Js ' 
illustrating the d:irrerenc-e between the apl>licant's'prO:pO'~aiand,' 
Dodge" s' recommend a t1on'. , 

,'" ", 

c', I',. 

" ", 

• L'," 
.,', . 
" 

, 8 Pacl'el Mobile Access is the successor to AMPS~ the original 
applicant in Los- Angeles .. ,l'he AMPS decision towhien ret"erence,has 

•
' been madeapplie.s to the operatIOii'$ of Pacl'el Mob:ileAeeess in the 
, Los Angeles. ,area. " . 
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'WHOLESALERA'l'ES,. ,~' Alm CONDITIONS 

GTE' ' , G'.r.E stAff" 
Recommended, 

ACCESS CHARGE - permo. 
50-$00 total numbers 

510-1S00, ~ ... ' .. 
1510-4500' ,to It 

4510 or ,lIIOre .. 

,. 
¥, , 

.. 

.. , ' I 

more than: .250,000 min/mo 

"Exclusive" 

$31 • .25-, permo. 
30 .. 50 .. ' It,' 

29.50"" ... 
2S~zs.,'." .. 

tot4l usaqe 0.36 Per lnin_ . 

ENH1\NCED SERVICES 
ktlYOl:,:all,offour sves $7 .SOper mo. 

Any set of ,options $30 nonreeurrinq 
charge " 

MAINTENANCE ,OF SERVICE ~, 
Per oeeur:renee $25 

BnUNG'l'APE ClOOGE 
Per non-re~ed tape $7$ 

MINIMOK' CONTRA~FOR;Nm-3ERS 
6 months,. LIFO 

"CNER-STociaNG .. "OF ACCESS NoMm:Rs 
, ' ~. Min:iJnum 50\.·.fill ' 

or At 'discretion' 
of C'I'E' be'fore·,more 
numl:>ers provided, 

, , 

"Non-EXclusive" . 

$32.25,. permo~ 
31~50' .. , It 

30.SO':" 'It 

29'..2$:" to' 

50-100· ~tO'ta.:l',no·s," •. ' 
,;' $30';';So,::;pe~: mo...:, '. " 

llO':or.more>no~s.···' 
" $2S~Zs.:Per:mc>~ 

.,\' "', 

, ',' ,,' 30,000!;j'"y;~~~r' 
$0.39' per min~, ' .,' ,"', " " I 

1ess~to'tAl::<,USAge' , 
. '$0~3S:Per"min'.';:·' "" 
more.' thAn; 30 "oooi':' , 

" ,/" >', \. ~i. ", ;::;. • 

0.37 per ,min. ' min!XI\O':.total;::usA9'e' 
,$O~U;;~ 'm1n." ' , 

, , 

$7':50 per mo.; .. , 1st·~rVice$j.oo, " 
'2nd,service';,·. :2-;25: :,1 " 
Jrd: ser.ri6e/:l.50::'· : ,,: 
4th:$erv;:ce:'~",0:'7$~:,:' , 

,per:mon~L";:" :,: 
$30 nonreCtlrrin9'$30:~no~'eCW:ritJ.q:, 

chal:'ge '<~e,' :.' , 

'$25 $2$,',.' ' 

$7$ $75' ' 

6 months" LIFO- ", "',:90 dAys', ,notice 
, No.I.IFO:C: ",' • ,: ' 

(S4me); 

" 
'i t, ' ' ,. 

no eonstraint:·Of· •. 
this M.'tUre, is' " 
Authorized:',' ',," 

NOTE: Peak Period:. 7 A.'1 to ~M~ MonClay,thru F'X'idAy. ' " " 
Off-Peak Period.: 1PM to-7.AM~Mond4i,thru ,Fridayand4ll day on , 

54 tUrt3.ay,. SundAy,.md. ,on NewYeu·sDay ,wAshin<;ton 9 s ' 
BirthdAy ,.Indepen'en~ Day,., :t.aDor', Day,. , Tha:lJ<:SgiV1ng, 
Md· 'Christmas ' ,," ,. ':,";' 
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. On brief, the staff essentially agrees with the protestant-' 
that G1'EM .. ' S ra tesare not oasedupon any standard ratemaking 
principles. Staff agrees with .Dr. Selwyn that. G1'EM:-establ:1shed a 
retail marg:in to achieve a desired level' of res.eller-entrya~~;market 
penetration.. It further agrees that at leastd.uring the:--liead's:i~r.t 
per10<i' Gl'EM'should have .no exemption from GO 96. _ 

-',,' I' ":" 

• , • • " :. ",,, I"" 

Staff's po~it10n on Gl'EM'sproposal regard1ng-.. theLIFO type 
.' l '.- '", 

prov:i.sion in a six-month minimum commitment is tbe s·ame:as: 
p·rotestant 's. Bumgardne~seesa tie~iri between these P~0,v1.s:i6ns and 
the t"act that sho-rt-runprof1tab111ty for. resellersis, ques~ionable .. : 

"In order fOr .the resale·pla.n to be financ1a:lly. 
viable' for the nOIl-w1re11ne carrier i twou·ld·; need 
to be either profi table in a short period· of time­
(because the non-wireline carrier WOUld. probably , 
sell its own· service when i tcame on lineYor .. 
would have to have the a.bility to tran.sfer 
customers to its own system :when. it came OIl-
line. CG'rEM'sJresale plan·accomplishednei.t.her 
of these requirements •. ~ (Exh.21 ,.p .. 11.) . 

Staff. ,also does not fa vorG1'EM 's. proposa'l· tohiwet.he 
author1 ty to deny . issuing. new n~mbers to 'a ,reseller i.r,i:o,dl'EM:~s,: 
opinion the reseller 1's. o-verstockedw1th- number-s. Sta·r,ra~gueS.~hat· 
the reseller i'salreaay'obligatec,to pay the accesscharge,f~r.·a'll· 
numbers i thas ordered'- whether or not those numbers "have been ,'sold to' 
end-users and believes that this is en.ough' incen:.t.ive".for:~,th~'.reselier' 
to be prudent in·the amo-unt.ofnum~rsit,ord'ers .. 

Other 'tariff proposals ~~d'~ b;the 'staffare' men:tioneci'in '. 

the Discussion' sect10n of th~s oP'in1on.. '. ." 
Staff ali; tak.es a- :l)osi tion the same, as pro.testant> . 

regarding th~'asSignment of s~cific ,telephone numbers to: .the' .. 
reseller. Staff believes t.hatthe·evid'ence presented,alth.oughill 
dispute, shows that Dr. Selwy'n'spropoialin ,this:' 'r-ega::rd is.>.: . 

. " " "'.,' , " ,\ ' .. ' 

feasible. 
The t"oregoing review or the presentat"ions or;-the,'th:~eemai'n 

parties to this caSe' is, of necessitY'~bbrevi~ted'~ ,. The issues:' are , . 
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unusually varied. and there is very little agreement between Gl'EM. o:r' 
. one hand;' and the protestant . and' . the staff on· the' other: ·hand,,.:on .. 
principal: issues and, on .·the weight of·.the evidence ::pre~~nt,ed.:~ '.' 

III. DISCUSSION 

Regulatory Framework Generally' 
" 

Before discussing rates ~tarifrs,. and· o,therconditions or-
service we mus.t responct tocert~inbasic questions raised.: 9 ',' 

1 .. ' How should initialrates.be establish·ed.:>for:a 
start-up business?, . ',' . 

2.. Should standard·.rate'Oase ratemaking: and' 
accounting be . req.uired? 

3. Is' there a danger that G'IEM's proposed: .' 
wholesale-retail structure woul<1 riot, allow" 
reseller competition? Would IR! IMcCaw"s' 
proposals solve the problem, or: would tbey' 
cause the oPPosi'teproblemof placing 
independent resellers.in. a: position to' d.'ri ve . 
G!EMf'rom the' reta'il . market.? ' . 

We are" working here ent'1rely with pro forma pro'jections,. 
both for expenses and reven.ues, a1 though GTEM' s rate' •. base may be 
relatively easy to establish because the compa,ny has reco'r<is of, it,s 
investment to date and a reasonab1e understanding of:1ts :future:·.' 

needs. We have reviewed. IR!lMcC~w"sevidence"in detail'.; . While'i.t· ' 
" ", " ) 

has· succeeded' in . demonstrating some. :i.nac·euraeies:'in':G!EM~s·, ..•. 

proj eetions weeannot' decide with certain t.ytha t::R!IMdc~~~:s " , . 
developme~t is more accurate generally tha'nGTEM"s. Howe:ver" we 
generally agree that GTEM'sdevelopment in.cludes·t~ef¢li~~ngI:lajor 
defects: . 

1. It· is not reasonaole 'to regard,the ousiness 
of r-eselling. cellular. service: as strictly,: 
incremental~and to '<1e-eide,that'cos·t,',' '. . 
estimates shou!d.·assume "ze1"o Qr.,negligible < 

9 These ~uest.1ons~as SUCh,. were notprin,c1'Pa~ 1ssuesin' the Los 
Angeles~ proceec11ng. 
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capital inv:estment." At this early stage:: of, 
the 'industry"tha,t is too categoric-alan', ' 
assumptioD,even though, manyresellersmay b-e 
part of. another business. 

" 

Other 'unreasoDableslanting of costs ap.pears 
in G'IEM's, development, including 1nadeqt1ate' 
allowance, for advertisiDg,. sales, an,d,' 
promotion. ' ' 

3. l'otal' income and'expenses 'for ,resellers o'ver '"" 
a reasonable ?eriC><! or-time were Dot ' 
analy:z:ed,: and,' average numbers cf' revenue­
prOducing units were Dot used in deve'lopiDg 
estimates. (See review of Stanton's ' 
testimony? supra,.pp~ 21-22 .. ) 

Finally, there is the problem of separation of'wholesale-
retail costs.. We agree wi thprotestant that Gl'EM~s ~developmeDt ,;," 
1Dadequa:tely attempts to allocate' costs on a wholesale~r~tail tiasi's,: 
eveD tho~ghcertainpersonDel' or functions maybe' servini"b~o,ih .. , 

. <' ". '. " • '".., , . 

Both staff aDd IFa/McCaw doubt, whether on: this"reecrd"we 
can institute service as G!EMproposes.. IRl'/McCaw reCO~end!k'tb.a':'we, 
e1th~r hold proceedings in abeyance ~ritil rates" can b-e, 'd~vel.ope'2: on, a 
rate base model,. or even consider denyi'ng, a eert1ficat.e,dU~ing:.' ' 
headstart. IFa/McCaw' sregulatory mOd~l wouid i1i'c:i~deco~pi~te . 
utility-type regulation for, GTEM' ('l)oth wholesal'e' anh ;eta:t'l) . while ,.' 
other resellers would'ce allowed maximum ~leXibilitY. ',', 

" ';' This proposal by IR!/McCaw <iisadvantagesthe end'~user-~Y' 
delaying. the' service and is not in the public interest.. Eve:l,~t'te!"· 
its inception, it would be almost guaranteed to' runG'!EM' out,',ot' the, ',' 
retail bus,iness, since e~en Gl'EM',s 'retiilopera tic>ns: . would: be 'suC:jec: 

to- the full weight· of regulation,' while other' resellers:' would','O~g~~en 
,manmum fleXibility.' ' Certainly und-er such asystemi.t might::-oe,'easy 

'1 ,-. " 

for resellers to undercut Gl'EM . long enoug."l ,to attract' its eustomers~ 
'l'h1s'-1s especiallY.true if a~y resell~r, is,:in apos1 t1on:tobe: " 

, '.' ' " " .. 
, '~ '. ..', 

financed ,by a:'well~established';i parent:c~rporatiOnt.!.he 
. . " . 

" II:' 
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could attempt. tostop-tb:L,sout'. it would.- require full:,utiiity 
regUiatiO!l: tor" all resell~~s, ,~ difrieulttaskf;om, apract1eal,' 

, ,'. , 

standrx>int.. '" 

Another alternati ve~ pr1nc-ipa 1:1y advance~ bY:::"th~ ~taf:r'b.tlt 
also mentioned. by IR!/MeCaw,:10 is:to;, deny Gl'EMreta\il"~ut.h~r:tty~,a:t ... 
least' during',headstart,' 'to, minimize the regUlat.or·y: !bll~den ~:'Staff ~s" 

". ' ~. 

opening orier:states: 

"Although. it is theoreticallYPossi~le' to': 
esta~lish regulatory mechanisms which WOUld., 
create the equivalent of aeompetitive wholesale 
market and. prevent cross-su~'sid'iza tion of ' 
Mo~11net's retail operations, the regulatory 'task 
of establishingand.maintainiI:lg sU¢h a struet~re 
is excessively complex~ difficult, aI:ldtime- " 
consuming for, the l>enefi't, of only Mo1:>ilnet~ The 
prot>lem with the l>r,o;ferred> ,regulatory fixes ,is 
that, unlike the free market~theyare not self­
correcting,;. To, ,the extent that, any of the , 
curretlt projections of sa1~s r reveoues,exp,enses, 
etc.. are wrong, restora tioo or the quasi-fre,e. 
marke,t will require speedy, frequent,. contested 
hearings on a multiplicity of issues.. It the" 
Commission is seeking to have general rate' cases', 
for large utilit:tes only'once- every three: years; 
it makes no. sense to set up' a regu·la tory, .' , 
mechanism whichw1ll recru1re Commis'sion decisio'ns, 
on complex cellular rate matters every 3-4 ' ' 
months." ' , 

We adopt a variant of' staf't"s suggestion as beixigmostin 
the public, interest: we willapp~ove wholes~le 'tar-ift's Cas' , 

specifically, discussed infra} ~ d:tsapproveG'!EM"~app:l:tcation:,!o:,'" 
ret.ail authorit.y, and. authorize, ,GTEM't,o apPlYfo~ a C~~itifieateto',' 
engage iI:lresale of cellular-mo1:>ile ',service 'in, t.he name',o-f'a;':sepa-ra:t:e ." 
subsidiary, (not simply a separated departme'ntof, i~be'lt).':,·:'rhis:::' " 

'< ':' I '1" '. \ , 

, '10 IRT/Mc Caw , s version' 'of this' apparently still includes- rat,e~base, ' 

•
' ratemaki'ng,.'while starr would 'preter"%"emO'Ving,, the~,m,os.t:" '~, egreS:s1v, e,"," 

, features of the ,tarif't's anCf commencing, service sWl,ft1y-.,. ',. " . ' 
" "'.,'. 
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structure will require- GTEM to treat, the separate entity the same as­
the-other-' resellers ~ and eliminate any superior- posi,t10ll:. which'the, -
GTEM retail organization might otherwise., h:old over, the' independent., 
resellers. ,The disadvantage of' this deeisionis some possible, d.~lay , 

- " 

for GTEM in initiating' retail business •. However~, our po11cy-has:oeen 
to process res~le eertif'icate applications expeditiously arld',to,gr~nt '" 
them unless a clear show1ng1s . made that apart:tcuiir.: app'lie~i:to'n;'i$ .. '·-
not. in thep~bl"icint·erest.11" , ":'; ,',' . " 

We believe this varia tion~f;'the 'stafr tsproposal:.i·s,oet£e-r 
than' a "wholesale only" certirica te for 'GTEM:beeause, wh'ilewe' d'Q .,not 
believe any FCC' decision bars us,f'rom s,ucna l"'estriction~weread 
thosedecisio~s (and: o~r own, AMP~ decision) aseontemplatin~'a 'sY$tem 
whi.eh allows the cellular carrier dire'ct-'acce~to tbe::end,;,.,use·r~ 
wheneve~ possible~ 

Our' deeisionhere "is not identicai toAMPS'bht,the-' 

differences ,are justified by the record.? and' are in line with our 
thinking concerning cost, allocations and attendant problems:'e~p,ressed 
recent.ly in General Telephone' Company (D.84":'07...;,O'8. d'a't~d·· July '18:".'.: 
1'984; A.'83-07-02 et al.). The, record ,in that, ca·sepresent~d,·"the~·' 

, . . ' ". , 

Commission " with a plethora of cost alloeat1onconundrums: in·,-
' .. 

connection wi tb..· market'il'lg customer premises' equ1pment( cPE}." ,We, 

deCided that, the best solution would ,be' a statid.-alo~esu~;~diar-i~we:_· 
co~en'ted':'(mim~o_ 1'1> .... 90-91) :,.'; ," ","" ',. 

~ ., r , '. V 

"'" 

. . " 

"" .. '.,. , 

'11 InD .. 84-06-021 we <ienied the application of' PacTel Mob11eAcce,$:r 
for certit'ica tion as areseller. of cellular service'~ In/ that>" , ," 
instan~e, however" we had. authorized the Los Angeles SMSAL1mited 
Partnership to,retail directly.. rhe result wouldhave--been,a , 
situation whe,rein Pacrel was ,competing with' its owneerti,rica:te,d~,", 
partnership... Here we do not permit. re:tailing by: the, facili:ty~based ' 
carrieri tself'.. . , " ,,' " ",";' 

. ,~ '. 
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"A se~arate stand-alone CPE marketing st:bsid1ary, 
. whether a sucsidiary of General or !. ts parent ~ 

G1'E, will make futore rate proeeedingsfar less. 
complex, even i.f we allow scme limi ted'· , 
transitional resource sharing .. Limi teo.rescorce' 
sharing between General and. the new structurally. 
separate subsidiary means there would, 't:>e a c~css.;.. 
flow of cilling cetween the twO:ic. some limited ~, 
expense areas:. Ihis is far more preterab'lethan 
General's propesal for quasi-separated o~rating 
divisions r for they would still entail d.etailed 
review of accounting and. allocaticns over almost 
the entire speetrutl of testyearresul ts: oJ' ' .. 
operatioos components. Given the evidentiary 
record 't>efore us we conclude it is in t.he,pub1ic 
interest to act new,. notwithstanding our receotly 
issued OII 84-03-02, iost1tuted. to' gather' 
preliminary ioformaticn from· all telephone 
ut.ilities so we could make some tenta.ti ve 
recommendations to' the Legislature (in response 
to Assembly Bill 2064 aod amended PU COde. 
§ 1902 .. 5). Ultimately the regulatory questions 
pcsed by either integrated regulated aod ' 
unregulated operaticns or: separate' sul>sid1arles 
must. oe adcress~d on acas.e-l>y-case basis.·' We 
cannot say that ordering a separate corpcrate 
entity for mal:"keting unregulatedCPE will solve 
forevermere all regulated,regulatory quest1.ons.or 
issues, l>ut we know that while they rtay 1>e"cf a: 
different nature there will ce far fewer 
recurring in General rate. prcceedings. That: is 
prcgres:s. . 

I, 

"We conclude structural separation .of General's 
unregulatee CPE sales, ine.ontrast<tc further 
at.tempts 'at accounting or' ratemaking', separation, 
is in the cest interests of ratepayers. " 
Likewise ~ it is prObal>ly in tbecest, interes't o'f:' 
General£rom the standpoint of avciding p¢'tential 
antitrust litigation." ," 
We thex: efferee General certain guidelines onsepara tio,n, 

which allowee certain narrow :except.ioos to' ful'l . separat.ion .. " 
Essentially, shar1ng'of resources was: allowed for': 

- 38 -
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1.. Corporate offic'ers.~ directors ~', 'and 
headquarters and support staff. 

2. Legal andaccoun tins' support for a, period of:, 
two, years.. " 

3. Cust~m~rbilling .. 
We are, uncertain at this, time whether ,suchexeept'ions, are 

equally appropriate for the stand-alone reseller, business.. We will 
make thatdecisi~n when the reselle~ .application is filedt,"but,: ,we 

wish, fu,ll' separationCPhYSiCal'and.firiancial) .for working le,vel :o~ 
oper,a tionalactivi ties, and ,if tbe apPlic~n t' p:roP,osesany','c~s'.t-~· ' 
sharing at the executive level or forspecit"ie. supp.ort ',se'rVic~s;' ,it 
will bea~ the task of 'ShOWing ~hatexe~p,tioris:from fUllse~~ra:tio~' 
will not. burden the Commission with' exactiy t~ek1rid,: oi,~~.st' ' ' 

allocation, and cross;"subsidizationissueswhiehwe "area ttem~ting, to' " .' , . . 

avoid. ,(,' ' 

'The system' we- adopt recogniz.es thereali ties, 'o'f:the:": 

insti tutional'hostili ty ~tween IRTIMcCaw and'GTEM,;wh1Ch,:'was 

summar-ized previously. l'hepublie does not oenefit :frc>m:':adoption of 
any. regulatory system which isl1kely'to produce ,a dusts;torm~of ',' 

\ , 

tar1tf filings" ,protests to the' 'fili'~gs., complaints:" cross~' 
,complairits~applications. counterapptications,~ etc. In:a'dd1t,1on to 
thepu~11c confusion ~manating from such'as1tuat.io.n,.we,~~e" no,t 
staf'f'ed'to 'oversee matters pr-o~rly if" $~eh a', s~~~~~rio" ;e~rs'_: Cur " 

solution eliminates the 11kelib.oodot tltis· b'YP,laC1~g,:.Gri:'M'~1n"~a" , 
..' ' '. ,<'." "r, 

, . 
", ,.1 

,.',' . ,'. 

,.,' "', .. 
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: ,,' 

from the proposed tariffs the worst lock~"in ,fea,tures,,'changethe rate 
blocks to: favor the small,reseller mOre ,and otherwise' mOd1fYG!EM~S.·' 

, " '." 

proposed tariffs to make themaeeeptable' for' the present.~' "We 
disagree with IR!lMeCaw that even, temporary use" of "market 4riven" 
rates is unreasonable in a regulatory situa't:ton deal~rig ~i:th' a 

"., . 

start.up industry_ Dr. Selwyn' salternat1ve,' of immed.iate imposition 
of:,tradftional utility ratesettingmight, requirehiSheriniti'al·rat.es, 

,.' , .' ., . , ' , 

to cover expenses and a , reasonable returnover,the,first.,!'e:"".·: years' 
while' the customer base is developed.. ,!hiswou14' ~6,t~nefit.the 
consumer or the industry.. Nor, as the stafr. pOintsou:t.,!'s.t.b.e~' 

. ,.' 

sut'f1eient. data or staft' personnel to begin such regulation' 
1mmediateiy. '.',' 

, . 

We will, allow wholesale rates based essentially,on"G'IEM"s 
market projections and' cost est±mate~ to go' 'ilito:~rfec,t.~~'2:'We; 
will, how'ever, require rate-base, utility-type accoun.t1rig ,t,o b~'gin 'in 
, 985:;. Ihis will allow us~, once .the cumulative' l:>reak~even~,'po'int,i$ 
re~ched; to"assure tha.t" the retur-nfor:the' bus1nes:s:l.:S :~e:aso'n~~leand' 

~ " , 

commensurate with risk. 
,Such'surve:l.llance is, necessary for two reasons. 'the first", 

is ,that projections by the staff (see' discussio~" o'fBumgardIl~r" s. 
development), demonstrate the' possil)i~i'tY :o,r excess!ve.:ratesi"o'freturn " 
after a few years., We' have a cle'ar duty to prevent this' CpUCO<ie., 
§ ~;51).. Afterheadstart, there, may also, ~ the need toprev~nt,: 
unreasonable' price competition be'tween t.hetwoc'ellular: prO~'id.et';" 
whicb 7 in' th~ 'long run,. ,'would, benerit.'neither"the·carri~rs:'no:;"the 
pubiie~' ,,'" " ,\, 

.. ,,-, 
:', " 

:.',' '12 .Specifiemodifieations are discussed und,er.' the headiD.g,,~Rat~s' 
andl"aritfs." ' ' ' ,Ili' " 



• 

• 

While- applicant and the resellers view cellular mobile, ' 
service a'S busicess-oriented and ,not in the same category as basic' 

.11-

telephone servi?e, it should not 'be, regarded permanently as', a .', 
carriage trade' item,and.,.in the long~un,. rates shouldbe-' 
established so that while there 150 a fair' returnto,wi'%"eline,ane 

.... 

nonwireline provid:ers, . the service is available as.:'W'i'd.ely'as·· 
po:s,sible~ ) Conside~ing the hist.oryo!', tel~co1llIl1tinieatioc:sie'~era:Liy" 

. , . , ' . . , '. '"' . 

it" can "be seen that "today"s:"luxul"'Y'""·· has.' a "way '·of· ~eoming:tomorrow",s" 
necessi:tY.' ' ., . . ' .' , . ',' . " 

We cannot decide now whether full applications,for"rate 
increases will be necessary' in the future with a duOp.oly·rather,than· 
a, monopoly; 'we have no economic" information, at hand' ~1 th . wb1ehto ,: ' 
make that decision. For the. present we will re,quire:' 

1. AdVice lette.r . .filings., for tariff changes, 
with copiesiserved .up¢c the resellers. 

2. Annual' reports using s·tand.ard' utility' rate 
base accounting" commencing with,' the 1985-
calendar year' (that' is "year~end reports ' 
based on recorded da ta) ~' 

3. Pro 'forI:laestimates for' eachcurren.t ye'ar 
based upon the first. six months' recor<1'ed' 
data. . . 

We recognize that'accounting systems tor , tradlt:tonal 'lan<t11ne' , 
telephone companies m~y not Oesuited.,'!orGl'EM .and. otber's1m11a::-

. . . . . . 

companies.. The Evaluation and Compliance Divi'sion should· 'dev'elo;, 
, .' '. ~' 

appropriate accounting requir-ements after ob,tafning, 1nput.froc·, 

cellulai"pro~ide~s~ _" ...•.. 
It should" b~ apparent . from this. .discusSiontha twe ;~:onSid.e:- •. 

GTEM·srequest ,tor exemption from. GO 96. to ~ .. unmeritot"iou.s: ' '.' 
Exemption ·~~uld.. ~~t permit prop.erre'gulator-Y' 'surve11lanee'?"nor woulc. .... 

.. i tal16,~, a'prop~; opportun1ty.~toprotest:·· ta:-iff) filings.: .~"" 

.' 
41 -
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' .. , .. :.' 

In closing. on this subject, we will add;th~:t'1,:t,1sour 
int.entio.n to. treat the wire11ne and nonW1re11nec.irr1~r:~1n'this 

, ~ " '. ,,~.,. ',,' " 

market e(tui tal>ly. When the headstart periO<i co.ncludes ,we will 

reexamine the "separate reseller' entitY~ co.ncept'.,' 'We;will' ,also. , 
investigate what d.egree o.f ratefleXio.ilit; ;b.o.uid: be', in"pl,~ce:'when 
tlo:o. 'carriers are, o.peratio.nal. We will: of co.urse: c,on's:1.d'ef'the ' 
interests ,o.f the independent, resellers:, and the" public in": reaehing~ 
that decision. .. , 

£.~ • 

lhis decisio.n does not estab11sha rule'that ,in ,all future 
cellular applic~:t1ons, a sepa;ate· reselling 0. l"'ganizat ion 13'" 

. !, • I "..., •• ',~, 

necessary, 'out if proclems similar to., those in this, applica,t1on are 
encountered,: ~e:~may follow·,this resu:lt., Nor doe:s. the:'for~g6ing , 
discuss1onmean ')we',have prejudged the'merits or:anY',applie'~'t1~riby a' 

. . .', I ~, .' , .,." I' • • ' ".' ,. " ' ,. '. 

GlEM"'su'osldiary ;':fo.r a c~llular" resalecert:t:t'1cate •. ' ": .' ", ...... , 
<" •• , 'I '" . , '. " . 

The-" Re5eller:: cOatraet'" 
A3"'C11:~cus3e<1 under the heac1ing ~Staft'~ Presentation," the' 

staft (and p:rot~stan~>as ~{ll"" o.bject to: the" 1nterearl"'1e'r;,agr~ement~ 
(a' :formal contract' which GlEM:wishes ,tor,eQU1re·eaCh.·:.reseller ,'to. . 
s1"':"'.) .'" '" " ',',' 0-""" , -,;' 

G'!EM,regards the,redrarted:agreement'asmee~1ngol>jeet:toll~' 
raised by thepartie5. and the ALJ' ~ . Its.tateso.n, brier' that> GO "96,; 
contemplates'such agreements and that' they are cu~toma~Y'~:" ';Furthk~,,. . 
ClEM argu~s that it must~have the ~le~data and·, ro~casts t'o:m~t 
d~mand witho.ut, at, the 3ame t1me overexpand'1ngplant~' " 

While ,the fo.reea:st1ngpro~iem "1sthebe~t' argument.1n,favo.r, 
o.f the agreement,. there are compel11ng arguments aga1nst,,':tt. ' Wed.o.: " 
not wish to exclude GTEMCor at .l~ast 1tspare~t) ent1l"'elY·'rrom'the 

'. l' .' .' .. '. 

'resale bUSiness ~. When' a subsi:d'iary 'is esta't>lisht)'" r~ (tuery whether the 
, '.' "I'" • .' , 

other resell.ers' will furniSh" accurate 1nforma,t.ion;·, ol""whether they 
:. ", .' ',.J . '. ,".' " . ", "',:,: ..• , <, "'."'-1"',, .:" .' 

will' l)e suspicio.US of its use 'and.' reSist disclosure, or:: seek: to: .. ' .... 
mislead Gl'EM.' This WOUld2 th'en ~eco~~'a: ~olie~'~i~r~'ble~:,,'puttiri'g' a . ' 

further drain o.n" stafr t~~~ ~n"" ~S~'blyr:eS~·'l~'i~g,:':in'~~t~'~~~n~d" ;' 
,I: " 

I. '.1' ., ..•• 

" ", 
. ( 

" ,,' .' , .. ~' 
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cancellation of service'and formal complaints. We l>el1eve GTEMis 
capal>le o1:perfoMlling i t~ownm~rketI"eSearCb, and .do~ot: d'eem·· 
. quarterly', reports, etc., from resellers necessary.. (GTE~r, may,: of 
eourse~ seek' information,'ona voluntary l>asis.) .' " ., . 

The:provisi6n re~ui;ing~ the' resell~rto' furnish·th~. end-· 
• I '" • . 

user contract to. GTEM for approval, and that whiehreserves.:to:GTEM 
the right to estal>l1shadvertis1ng an,dPromotion~l stand'ard's:ror: ,'. 
reseller~, even though. limited' to "factual'matters,:".ar-e, no't,': 
appropriate ~, This" Commission,. not G1'EM ~: regl.11at~s the'reseiiers:,' who 
hold c'ertif1cates as telephone ut.ilit1esfrom us~' ,Gi'EK~may·,rii~ .. 
tariffs which re~uir'e the reseller· to· furniSh' a form end;" use r: 

. '--
eon tract to it and:: to the Commission,~, If con~tr-acts: co,n,tain matter 
objectionable' to Gl'EM and negotiati'ondoes·no,tsolv·e,th~.probi.em, PU. '. 

Code § , 701" 3,· is availal>le. '. Gl'EMmayalso:f;l:.le, proposed taritf'si 
~. I , _ , • " , ' ' 'I '. ," c • '/,' I.'"', "I, •• ", : ,:,,' '.;:'(" I" ,_ I"~ .. !·' ", 

designed to protect, the use of'. its trademarks and. to' prevent:,.any", 
", . • , ". '." l ;'" ' -, 

misadvertis1ng by resellersof the sySt~TS: ~apal>'11ities,and':uSes. 
.. • , • ,. • " • , "' " '.' I, 

Finally, .the revised agreement' still'includ:es, the.:'p:rovi's:1:0n 
that the tariffs eontr-ol if ther-e ,is. a:conf'li~t 1)etweenthe" e8~traet .' 
and the , tarirfs.~ ,Since. the contractd~s not ,also . cont~in:',·ariY;:. 
provi'sion 'und'~r which G'IEM agrees' to 'fO~l>ea.r from fil:tngcorifl.1cting \ 
tarif!' prOvisions ~ there appe,ars to be a' want or. mut.uality;'oi,· 
obligation Poss1l>ly render1ngthecontract11lusor-y.'IriMa~tei v . 

Hopper' ('958) 51 Cal 2d "9' ~ , 22.' (3:30. P.2d' 625 ),~tis' ista~ed,:.·.as·a' 
'. , " " . " ,. , .', , ,.,'., If" • ','. .". ': " .~: " ' ' 

general rule that .when the parties attempt to· make· a cont'raet,' 
,'",' 

.,',.' 

>. ' ... 
,,' 

13 "Any public utility may complain on any of the grounds upon ' 
which . complaints are allowed to l>e filed 'oyother'part1es" and' ,the 
same procedure shall be adopted and followed· as .in· other eases,,. 
except 'that. the complaint maybe heard' ex parte by. the commission or· 
may be' served upon any ,parties des;1'gnated by the; eommissiorj.'w'~' ,.',' " 

,- -: ,~ 

,:'" 
"," , 
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" ••• where' promi!!.es are exchanged as the con~ideratiori',":, tbe'promis,es ' 
must be mutual in obligation. In other,wOrds,. f'orthecontractto 
bind either party, both must have assumed 'some legal obligations.' 
Without this mutuality of o'oligation~ theagreementl.acks, I 

consideration and no enforceable con'tra~tha'~ been created.;." 14 . 
. The, oojeetio'nable t:eat.uresof,the contract lead', us, to the, 

conclusion that. it must. ~, disapproved .. ' It attempt:sto,all.ow:.Gnt1to 
\ _ j , '. 'c, '" ." , '. , ,,' " . ~' "" 

take over some of t.he regulatory, f'unct1ons'~elonging to the::. 
Commission .. ~ It is a bad bargain> evenf'o~ GTEM', l:>e~au:se"i t. nlarbe, . 

> " '., " , ' , • '/ 

unen·foreeal:>le ,at. least if' tari.£tsare' :t11edwhieh n·egate'someo.fits ' . 
. ". ': .~:. 

prOvisions .. " 

Staff" wi tness DOd'getest.ifie.dtha~' thecarrierin:'Los ,'.'. 

Angeles. had proposed' no, such contr-a,et but instead' had: compi~~~;~ 'user-, 
friendly manual ~ the tone, a.nd content of: wh1enserv:e the' purpose of· , 

I ,,' I ',.,\' '/'.' . " • 

enlisting the reseller's cooperation and~ explain'ing" how .t,heresell·er' 
can get. the most benefit, out of' the system ,.o:Pera tionally and, .. 

financially •. It,.is divided into topiealsections·,.andis ess.~ntiailY 
a hands~on, how-'to-do-it, booklet"elearlywritten and'f'ree !'rom 
jargon.'. We will direct GTEM to produce a s1m11.ar m~nu~l~::'it"may 
incluae warnings a'bout..suehma'tter as misuse of "proprietary . 

, ....',' • I""" :. ,.... . .~ " . '. 

iDf'ormatioD or a reminder on how long. o.verd'ue . bills! will:ce.t.Olera ted. 
". , ' . ,..' ,I .... ....' 

before service will be discontinued.~but it isbe'.tter practic-e,. in 
, , . , '.. . 

our, opiDion~ to summarize suehmatter in' 0~d.inarYEng11sh· wi,tb:':'· .. 
reference" to tariff pages rather than toprinttar:i::f'!"lang,~a:g~'iO' 

, '" 

, .'" 

\ -', '", 'I . 

".' .. .' -, ,.; .•.. ." 

.. 14'l'his.langua·ge was Quoted witb approval in Bleecher v Conte 
(1981·) 29 Cal'3d 3l+5~ 175 Cal Rptr 278. See also- 'litkin~ Summmary of 
Cal~Law ~ .8th. ed •. Contraets~ §§ i10', 174, .and .1 75~'This def'ense:to, , 

• 

val~dity is not favored and most cases; '''ineluding' Mattei ·vHo?pe:r' .. and~ 
Bleecher v Conte ~ result in f'indiDgs that the, cont.ract inq,uestion., . ' 
was enforceable. The general rule is,. however,.:ve,ry mueh"al£ve· .. ···' 
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• " 

full. , If Gl'EM is not certain what is desired, ass'istanceis ...... ' 

available .. from personnel of the Evaluation a.nd Comp:liance,Div:rsion~ 
This Commission wants the 'cellularR'l'U .systemto.wo~kwell 

anc1 to attract customers so that it is reaso,nably 'proritable~We, 
believe that for this'to occUr, Gl'EM. mus:t, .. while proteeti,ng;:i'tS'own .,' 
leg:rtimate 'interests, adopt as r;iendlyan attitude tow~r-d :re~el1ers 

• I • '.,', . 

as possible and' treat them as custome~srather: than,' as":adversaries~' 

Our choice ·.of regulatory framework,.and'ou-rruling onthe'.co~.t~~6t' , 
• • • .. . , .'.' " I' 

issue,are designed: to: aceomplish, this;, 
I ...• ,l 

Since' we are disapproving this application' to the; .extetlt 

. that· it req~e~ts-direct retail authority tor'G'!EM,.th:':t; discussion 
nee'd cone-ern wholesale ,rates, only. If G'l'EM, or its parent establishes 
a separate entity and ifareseller cert.iricateisgran,tedto~"it,~t,he 
wholesale rate~and tariffs established forGTEM W'illa~plY'~~';t'hat' 
.separate business to the same extent as they': may, applyto6,th~r: : 

,'1 : 

resellers ... ' 

, It, should< be noted that, While IR'l'/MeCaw, preserrted"d"e~iaileA.' 
evidence on,. costs under1y1ng. rates, it offered no exhib,it ,containi.ng' 
a development of any' alternate r~te plan. Wh11e'this appl:t~atlo~':'wa~ 

• •.• . • ",' I' " ", 

placed on somewhat of an accelerated schedule, 'IR'!/McCaw,lll.ight::have 
anticipated: that, in view of demand, .we ,would' wish to avoid':'deJ:~yirig 
1nst1tut10n or the service if any other alternative is., availa"cle.:: '. ,W~" 
believe IR'!/MeCaw has- suffiCient· experience'in t'he,business':tO:': 
prepare such alternate rat.es, had.it chosen to dO: so"~ and is:, now in 
no . position' to complain that our approach is to' ,~ke the ,best ot tbe', 

re'cord . at hand in order to ,allow op.e~a tions to. 'star~ .'5 . , ' 
Wet~rn now to specific' tariff ,issues. and',wha.t, we believe' 

to be the best solutions to thembased'on the record. 
. , 
.' ' 

15 Applicant estimated during hearings, that, assuming a l>rompt:' 
decision, service could start early in 1985-.' 

-~5 
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Exclusive and nonexclusive rate bands. Forreascns 
advanced :by staff.ntnesses Dodge and Bumgardner we reSect,separate, 
rate bands for resellers aealing exclusively withGTEM' and ,for-those 

• ,_ I .' • I 

, j, . .,' • ',.' , 

not doing, so.. these were not found'necessary,in AMPS arid:we'b-elieve 
. , ... - .,",' 

that vOlumeaiscounts~ if correctly set up, plus mini1l'lum c,ontraet ' 
, ' . . \. ", 

periods,. are adequate to' control undue, fluctl,lations-indema'~d,/and' 
pr-essure"onGTEM: to- m;ke exee:olsplant investment,w "" GTEM'ShOuld~" 

, eommacd· loyalty of resellers by 'o1.'f'eririg good;serviee~riot;demand ,it 
oy too many lock-in provisions. 16 We', recognize the adverse, ~ 
competitive position of IRtlMeCaw and, its desir,e to: transfe~',i:t-s ": 

" . '" . , 

resale customers as rapid.ly' a,s possible to' its' n,onwirelirie',buslness 
when it 1s iDstituted.', but lock':'in> tariffswh.ich are,too:':'~~rong:, 
punish' the' remaining reselle~: .. 

Access charges and 'air time usage. We adopt Dodge::s, ' 
rate blocks ror acce,ss charges and, his air time 'usage charges:" 'because 
we believe th~ small reseller should., receive more favora~leitreatmen;t 
tbac under G'!EX· s, proposal. (Seetaoleor who.lesai~rates~,.a'c>ove,: .' 
wh.iehcompares GTEM·s ana the starf's~uggested' rates~,) . 

Enhanced services. G'I'EM proposed'a flateharge'for,any 
or all cf the,four services (call'forwarding" calf ai~erti~g'~ . call 
waiting, acd three-way calling). Dod"ge ,spropo.sal wh1eb.establ:tsh~S· 
a seale of ~harges:based on: how, many' are order~a" is,_, 'hes~id:~:'fair~r' 
to the consumer and more :customary'; .. , .", " ," 

" .. . . - " .' 

In,response to Dodge's recommendation" GIEM/argues.',that'it . 
wishes to', pac~gethe services' for' marketing reasons,.and points,,:out';: 
in i tsclos1ng brief: 

',.' . 

16' At' one point in his testimony~' Gl'EM's witness Blair' stated, that, 
GTEM "recognizes the suostantialvalueinhaving tn-euneiv1ded' 
loyalty of its resellers." He stated~ "!hisvalue inures,a:s well ,to 
the benet"i tor' theres'eller." (Exh~ 1, p'. 20.) 
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"The pricing of' such services oy GTE Mo"bilnet 
" should not "be compared with t.ne' priclng·o·f ,such' 

services by a landline telephone company" 
howeve~~ The pricing of' such services 1>y a 
landline company involves only a flat rate 
price. On the other hand,,' such services when, 
offered by Gtt Mobilnet have two rate elements: 
Tbe !'lat mont.hly rate of $10.00, and the usage' 
charge which is inc::urred when'ever the: .service is 
activated. ,The call forwarding servic'e, for-· 
example, would involve two usage charges.. The 
user- could program his cellular telephone so that 
calls to his cellular number were red'irect,ed~, f'or 
example,. to his ousiness office.. Usage charges" ' 
would be incurred on the call to the cellular 
telephone, and' on the redire'ctedcall from the 
cellular telephone to the user 's "business ' 
office.. - Because there are in faet two· rate, 
elements (flat rate and usage sensi-tive) 'invol vee!. 
in a cU,stomer's use of the enhancedservic-e's~, and 
l>ecause :i of themarketingreason.s. discussed,' a,t , 
pages '4(\-50 of' Applicants 'Main Brief,: ' 
app,lican'ts' proposed, flat rate 'charge :0[: $10' .. :00, 
for any i;or all enhanced services -should'oe ' " 
authorized..:" " , 

With this explanation" we wili allow G:TEM to price the 
" ' 

services as proposled. , If they do Dot "sell" well , we assume" 
, 1\.. :. " '. .," .. , ,. '. 

applicant will consicier revising its thinking onoffering',a>~'package." 
Maintenance charge.' We agree with G1'EM~,that', -$ueh:,~~ , ' 

charge is justified-to prevent e~ces~ive 0~fr1vol¢usmairit.enanc'e 
demands OYineX?erie~C'ed resellers, and', will authorize it' a:t:the' 
level ($25) and. under-the cond.:1.tions proposed by' a'pplieant'., , 

Minimum' contract periodf'or, numbers. The'sepr-opo:s:ed' 
features prod\lced heated debate.. Applicantandprote,stant.:,'eacb 

, ,.' 

offered evidence which stressed worst-case scenarios, adverse,H to," 
the~s'el ves .. ',' Certainly GTEMmay leg1t1ma tely claim: co:n~erri"OY~;hO\o: 
it can serve its customers orr an economical' "basis: if d:emand', 
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~luctuates rapidlyp and can'also recommend that we allew it 'to adopt' 
tari~~s d'esigned to' alleviate .pressures,which: might eauseexcess 
plant investment.. The issue is how we balance these" interests' 
against these o~ the resellers p whO' sheuldb'e free from 'excessive' 

leck~~nprOVisiens after 'the headstart peried .. " Wechoe:se Dodge's and 

Bumgardnertsrecemmendatienthat ,we adept the' same90;-day netice 
provisiens(with nO' "LIFO") , that, are in 'plac'e " in ' Les, Angeles":: .• ' 

"overstocking"pr-ovfsion~ We agr~e"with sta'ff"\witness 
" ,,' ,,' ". 

Dedge that this is superflueustO' the min'imum cO'~tractprevision and 
will, not autherizei t... Even' wi tb a separa,te reseller 'ent1typ it,: 
ceuld have antice:lpetitive ,ef'fects and lead" to d'isputes':' 

Other staff'" sugges,tiens _, On· brief' ,.Staff' reeemm~nds 
that tar-i::r::r previsions O:e'added, which. ce'ver notice te'sUbsc'ribe~s:, 
eptiens fer-customer-sin handling disputed bills ,.'and that the, 

, '1' , 

heliday tariff exclude Memerial Day which has not l>een, consi'~ered a 
heliday fO'r rate purpeses.. ' These additions and change,s ' are 

reasonable.. 'Ihere, are, also miner, changes, to' G'I'EM's;service:,de'J)Osit 
'. ' . '" " -, 

tar11":r, whiCb include eress-ret"erences., These. are alsoreasonal:>le,': ' 
,A~eou~ti~'g Recommendatiens , " , , ' ' '. , 

Recemmendations' by staff witness'Bumgardner,wh1cnarenot 

previously di~cusSedand wh1chdonet relate to" the',whelesale:...reta'1l 
co'st' separati~nproblem' er t,o- other issues which are d:1slx>sed;:':erl1:,: 

are."aS:,follewS: " 
,~ , : . 

. ,",' ' 

17 The summaryberedees net include his major recemmendationtha.t.', 
applicant must be fully stat"fed and econem1:eally sel:r~surf'1eien't,." 
slnee.,G"tEMhas eliminated the issue by substituting itselr:r'or the.' _' 
or1gj:nal subsidiary' applicants. , ' 

, , ~ , , 

'II ,-
,.. , Ii, 

-JJS ~ 

'j, 
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, , , 

1. GTEM should be'required to 'maintain a 
.' subsystem of aceounting. records inn such, a· 

form as to show separa,telythe' result's, of 
operations (plant investment,., depreciation 
reserve,. operating, revenues" op-erating 
expenses,. etc.) for the San Franciseo/San. 
Jose cellular geographical, service, area., 
This s,ubsystem of accounting ree6rds' 
should: :: 

2. 

3. 

a. 
b. 

c. 
d .. 

e. 

f. 

g. 

'1 

normalize· investment tax credit (ITC); 
, '" 

normalize accelerated cost reeo-very 
system (ACRS);' , 
flow tllrough all' ,other tax. ded'uct1o'1'ls; 
separate out:dues,. doriations" and: 
contributions in a separate account; . . , . . , 

separate out'fees or costs paid'to 
afriliated companies; 
separate plant ttnder: cO!lstruction fr'~m 
plant ,in service, ,except for', pro:j,ects 
that' cost less than$2S'~ 000 or: take less' 
than two months to construct which: should 
remain in plant-in-service. 
accrue IDe on, p1ant ullder construction 
using 'the IDC rate developed using the 
IDC fixed formula calculatioll; , 

h. separate out interest' exp-ellses ,into a 
separate aecoun't-; and' 

i. Follow all other accounting reQ.uirements 
of this Commission. which are pres-eri1>ed 
for telephone corporations. 

GTEM should be'req,uiredto review'its IDC 
rate on a Quarterly basis to-en.sure that the 
rate is still applicable; should'therebe ,a 
change of: 25 basis ,points or more ane'W'rate , 
should be set. 'The rate shocild be limited,to 
a ceiling of: one-half of 1%' less than the" 
rat.e,ofreturn authoriied by this 
Commission. .. . 

GTEM. should conform to allor-this 
Commission's reporting requirements;., 
including CO 6S,G077, and GO 104. 
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GTEM's only ol>jectionto accounting'requirementS:concez-ns 
. ., ~. ~ 

the issue', previously discus.sed~ of sadc11ing1ts.· retail. ~.s::1i(i'e~ vith . 
accounting requirements which c1'onot:apply to other reselle:r:s~ If ~n 

. \. ' ., 

applieationby GTEM or its parent to resell ,in t.l:l1s,area'tbirough a, 

separa te entity is appro;ed , that.. en ti ty ,will \>-e' tr.-ea ted>eQUallY'>w1'th 
the otherresellers.. The above' listed accounting requireme~\ts are 

", ' 

not. objected to',.. appear reasonable, and' are adopt,:ed'.. I:t,:'i tem '11, 
l .' ~" 

causes any problem o.ecauseour' aceountingrequirements have,b~en '. 
ba~ieally conceived ~or landline telephone compani~s,a'pp11cant: ~nd 

.. ~ .' • • , • .' • "". , ",.' ". !, I ,.... " . I • •• , 

the, Evaluation and Complianc,eDivis1on (and .other' eellular<carriers), 
should work' together to develop. ad1fferentand moresu1t:ab-le't:ormat ',' 
for cellular operations. (Cf ... prev1ou's, discussion on',thi;s:~p<>int, " 
underthe heading 'fRegulatorY'Fr~~work ~r.iera::iJ.y~'f)' .' 
The~PrOb-lemo!' Assigning 
Numl>ers:to Resellers 

. ,The' principal parties apparently did not realize' the" 

seriousness of the dispu-:e ,on this issue prior tohear1ngs. ,Th.e 
, . , 

result is a wide, divergenee of opinion between, technical 'witnesses 'on 
thecapaOili'ty of Pae1f'ieBell"s system~ in th:is/ rega~d,~ At ,: the-~ same 
time no party offered a~tnessor' evidence from,'pacifi(;;'B'ell~>whi'ch: 

I " " • C I , \ 

is'eertain'ly in the' best .position to know 'who is co'rre'et~ .. :,Pac;:r.fic",· 
!, " " .,' -,', , 

Bell itself par:;ticipated only as' aninterestedpar-ty,an"d.was . . . 
" .. I.... ' ". . .' . ' .. " . '. . '" ". . .:, ." . 

apparently surpri'sed by the issue:. ,While .. it· presented:. noe-videnee, 
.' .' • j ' ,I'; , 

it fi·lea' a short' crief on the subject stating that: adop.tion .of D'r~ 
Sel~~ s "alternate" recommendat.ion is feasible' (separate:.NXX.codes. 
for' r~sellers affiliated' with .tllenonwirei1neC'ell\llaripp11~ants~) _. 

. 'PaCific Bell 'cites heavy demarid: on','th~ finite:',numb;ero't,NXX 
prefixes as.' a major reason it opposes ass,:tgnment o'f'tel,eptione;numoe!"s ..... . 
directly' to IRT/McCaw Or" oth'er resellers,. The 'o.;1et' s,tat~s :::, ' ' ' . 

. : ".,,:,,- . 
• ' I ',' 

-: 50 -
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"1. 

'. 

"2. 

. "3. 

, -

Pacific Bell believes that further ev1Qen~e 
is needed to. prove thatIRX has th.eab11ity. 
to switch calls-in thi$manner";Mr.Trout"s· 
unsupported. statement i$ insufficient._ 
The Federal Communications·Commission and. the· 
California PubliC Utilities- Commission 
("Commission") bOoth expected: that cellular 
systemswouldbe·intereonnected. d.irectly- to 
the land.line telephone network. 
Intereonnection via a thi'rdent1ty seems 
unnecessarily cumbersome and:. presents . 
additionalprob-lems to the regulatory 
agencies. For examp:le. ~.r. Trout suggests 
that GTE Mobilnet should charge different 
rates for customers.interconnected 'in this 
way;. also, the regulatory agencies'would have 
to ensure that any, th1rden.t1ty ·that :p!,opo,ses: 
to p~viae interconnection is in fact capable: 
of doing so..' . , 

Pacifie Bell would prefer eventually· to .. 
in terconnect all large cellular .syst,ems' by . 
means of tandem in tereonnecti·o,D.. For' . large '. 
volumes of calls~ this is a more effieient. 
and less' costly method of 1nte'rconnection, 
which ultimately provides better NXX'code 
utilization. ~ !anaem interconnection, . _. 
however, req,uires discrete NXXcod.-es;this..is 
one reason why Pacific Bell has agreed to the 
initial assignment of several NXX cod.es to: 
the Los Angeles and· San Francisco/San Jose' 
systems. These initial assignments will. 
minimize later, number changes whentandet:· 
interconnection· is. achieved.. The I.R! . 
pro]X>sal, in contrast, ,would mean that' all. 
customers interconnected 'oY.IR!'would later 

'need to· have ,their'numbers changed to 
ac.commod.a teo tandem interconnection..,. '. 
The, .IR'! proposal is, in essence, a' partial 
bypass of-Pacific Bell'slOc~al network'. See 
Ex ... 20·, ,p. 1"-12. !he,Commissi~n'.has·~·,in:­
De.c1s1oni!8~-O~ 113, forbidden· 1ntral.'A!i ' . ". 

'I 

il 
, . ,.1: 
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competition invoice message transmission .. 
IRT"s p.roposal is, nothing more .than a 
mod.ified. form of intraLATA competition, and 
should not be permi tted.. ' 

"Mr. Tro~t recommended direct' interconnection to' 
IRT in'orderto avoid .alleged proo.lems in 
transferring, numbers (Ex ~ 20, pp:., 12-1'3). ' 
Pacific Bell d'id not ree~ive a copy of EX."ZO 
until August 10, 1984 'and thusd'id not have ,an, 
opportuni ty to' respond to- it during hearings;, 
Pac:ific, Bell regrets,any difficulties" IR'I: may' 
have had in transferring numbers on,: this, one 
occaSion. , For the, purposes' of this Reply, Brie'f, 
it is sufficient to note that either of' Dr. 
Selwyn's proposals will require a Dumber transfer 
aDd/or a customer number, change • If' numbers are 
assignee. to IR! out of different end offices, 
they will heLve toce transferred byIR'I when the 
McCaw system begins operation. Later,. when i, 

tCl.ndem in te~connection is achieved., the 
customers' rium~rs will have' to, be ehanged., If 
NXX codes, are ,assigned t'oG'I'E Mobilnet' for' use ,by 
the resellers' affiliated ''Il10''1 th the non-,wireline:' 
cellular app,licant, the numbers, involvea, -Nill 
ha,ve to be transferredla ter ,to the: KcCaw system 
but the customers" numbers, will not . have t~:be , 
changed.;." ' 

, I 

Theo.rief eoneludes l;)y stat-ing: that for' the r,easons 
enumera ted ~ Pacific Bell has, agreed to assign one" NXX,per NPA (area 
code) for use 'by GTEM in serving resellersaffiliated'W1th:the 

nonwireline cellular appl:tcant' (IR'I'/McCaw) • during head.st:art~. " 
The record. is not sufficiently develop~C1, iO,r .us·to,;decide 

" ." ~ . . 

t.hat I>acif'icBell is wrong about i tsown system,'s future needs ori ts 
capabilities. It"· Pacific Bell '$ method' of h.andling, the' ?r<;>blem . 
proves illadequate in Gl'EM·s or IRT/McCaw"s,opinion, (or.in:the;OP,1nion 
or, anyotherresel'J.er) the dissati'sried party' shou.ld r11'e, a separate, .' 

: .... ' '. '.. ii ~' '. "",,',':,,', .. -,:~,. I" '.,.,':, .""'~,'":,.:.,"'.,.,"',:~,,:.',~' •• "'~".,."\',,, ,L" • 

application or comiplaint on tJ;lissub-jec:t alone "e. and,. sb'ould'serve it . 
I ' " " .. ;' ". '<:,;;, ~ ...... 

", :' ,",,,, 
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upon Pacific Bell? any other affected 'landline or cellu,lar carrier" 
and any re.seller in the same cellular ,mobile service area~ 'Any such, 

application or comp'laintmust ,show-that attempts-were'made,to' 
negotj,ate asolut1onpriorto filing> 
Findings of Fact"': 

'.'Res.trueturing of Gl'EM'to 1ncorpo~ate the ,two'subsidiaries , 
into thep.l3.l""ent,col"'!>('),..~ti(')n ::'''d'tomake"the parent the managing 
partner' ,meets the requirements, of' the AMPS <1eeision .. , . . . ., ..-.-- " , 

2. Commission Resolution 'I-1085S' (August 1;, 1ge'~) comp'leted' 
. '.' , 

environmental, review or the proposed ce'ilular mobile rad1oteleph,one 
system? and no further action is nec:essary.' 

, , , 

3. The interconnection agreement between GTEM and Pacific Be,ll 
is reasonable and. in the, pu!>lic interest .. 

4. Design andeapability of the system are satisfactory. 
, '.,' 

5. Since GTEM.' s proposed: o~rations constftute a startup: ' 

business, aDd. since revenue and. expense projections are.,entireiy p'ro 

'. forma," i tis reasonable for the presen~ to' employ marke~~ing"" ' 
pro'jeetions to set rate~, ~!"Id' r~t~-b.::.!'1=~ ,..~t~m:=tk,ingsho1.:l'ld'n()-t ,b-e 
lnstit:~'ted 1~mediatelY ~ However, r~te":ba;eaccounting'Sh~tild' be:' 

're\luired eeg1nning ,in 1 985.. . ' ,,', " 
6. G'IEM~ s wholesale-ret~il rate, proposal is based' upon a cos,t 

development wh.ich views its own prO'posed retail business as, . " , , ' . 
ineremental and asre(tuiring zerO' or negligibl~'!'ixedinvestment.' 

7.' GttM,~S estimates, viewC'O'mpeting resale businesSes 'as,,'add:"on 
or incremental? requiring li ttleor no' f'i~ed 'investmen't?'an<1the '", 
estimates do-not ineludeadequate allo'wan~e' f'~r sales~:,pr6mot'i6n~ ,and' 

.1' . 

adv~rtising. l' '. I, 

I 

8 ~', Gl'EM's methodology of cost, assi'gnment is unreasonab,le.' in ' 
tbat i,t :m~k~S ~n.inadequateattempttoaSsign·cost'sdireetlyto the' 
wholesale or prOpOs.ed retail sides o~its business. ' 

-:53 
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" .. 
9 .. At tbis stage of development ot'theindustry,wecannot 

make the eategorical assumption thattbe cellular' mObiie·~t3.il: ',' 

business, whether or not it is the carrier-Y 3- retail' :S1C1eo'r\t.he 
. ' 

business of an independent reseller, should.' be. seen as ,purely>' 

. , 

incremental, or ,that a company having such business' as: its principal 
(or sole) function cannot compete erfieiently" 

10. G!EM·s cost and.' rate de.velopment d~s not afford us' the 
basis for establishing a ~ta1l i1de for G!EM,,'s cellular mObile' 
servicewitb assurance that independent resellers could ad-op,t: a, 

similar rate structure and remain inbus1ness, l>ecaus'e ir:G,TEM:' S 
retail return is 'inadequate, 'i't canremainoperati~nal:'througb,; 
subsidization, while. this may not .be, t'r~e" f~r.· 'compet,i~g,r~~e.llers, .,. 
un,iess they: are also subsidized. bywell:-financed sour:ceS:~, OrbY.:io'the~., 
profitable business lines." 

'1.. 'The' solution to the problem in the .precedingfinC1ing" 
proposed oy IRT IMcCawot imposing' relatively rigid reg.ulation for '.' 

. G!EM~s retail operationwhi-leallowi'ng inaependentre:sellers' 
flexibility, is unreasonable in that G'l'EM's abilityto-r:espondto. 
c¢mpetit'i ve challenges would. be,' inadequate~' and th1~c~uld 'result: in 
driving, G!EM from'the retail market, .. 

12. The costing methodology andregulatoryp.roposal,sof' the' 
applicant, and the counterp.roposals of"IRTlMcCaw, demon:s.trateth3.t .. · 

the par~1ei regard' each other .. solely as competito~s,and::that:' Gl'EM 

views ind.epenaent rezellers generally as'comJ>eti toririther' than' 'as 

customers.. !his is, Und.eSirabl~:forthe.end~users and. for, the 
COmmission, in that: it may lead to.' a tariff',wa,r- and. nume~ousiot?er 
actions and reactions byvar10us Compan1es.servin'g'the~ pul>lie;'i.rhich 
",111 'ma:1<ethe system 'co~rus1ng for' the 'publieand'imp~sS1.O'le.to ••• ' 
reglllate.'e.ft1c~ent'ly... ..... " 

.,.,' ' 



.' 

..... 

e, 

' •. 

.. . 

, .. ,' ' 

A. 83-07 -04" ALJ/vdl·· 

.' 
13 .. Based on' this record, theonlYl""easonable method available 

to us to 'eliminate the problems mentioned' in. thepreeeding.t'in<1ing~ .. 
whicb will also al1o"; service to Degin. promptly is' tOdisappro.ye • 
GTEM's retail tariff's and to restrict its direct.operati6ns..toth~ 

. . . .. ..' ," " . 

wholesale business, but to authorize, it to.file an application,< . . .' . , . : ~ 

through a· separate subsidiary, 'as a .reseller~ 

'. "t, 

14. GTEM's·, \lholesale' .. tariffs an~rateS:,although de~eloped from 
marketing data. and notfrom'utility-t~erate~base .methcX1~log-i~s, are' . 
reasonable f.or. a startuP':bu~ine-ss but'" eontain:th~ioilo\li~,g: . .'·,· ' . 

. , ' . ". " 

unreasonable'l>rovisions: 
a. Exclusive and nonexclusive rate bands';' 
b. Access, and air time charges \lb..ieh unduly 

disfavor the small reseller. 
c. An unreasonably. long minimumeontraet'period 

and, a "LIFO"" provision'. 
" , '," . ' '',. '. ' 

d. An "overstocking of numbers" provision' which. 
is unduly antie:Qmpetit1ve. 

Staff"s recommendation on elimination or modification'o!'those 
• • • I " . 

provisions,. and the additional st-aff'recommendatfonsonnot:tee to 
subseriberz? . o~tions for· customers in handlingc1isputedb1l1s,a1'ld' a·· 

., revision to the holiday 'tarit'f ,··.·a.re .. rea~onab-le·and' sbo~ldbe': ad~i>ted.~ 
15.. G!EM:' S charge. for service calls and' its prop'osed' :ta.rif~ (or" 

enhanced ser~ices a~e rea.sona ile and shoulc1 bea'dopted.. " '., .. . 
16.' The' pro})Ose.d (rev:t;ed)intere~rrieragreeme~t·;wli1eb.>;GTEM .. , 

would !I r~quir~, resellers· other 'than i~OWD ~ese 1l1~i·~ side't~.·Sign'iS . 
'" • ' ".' " • I ' • , i' 

unrea~~onab-le ... 
7-7. Staff's. recommendation that .GrEM.be'requ1redto develop· a 

user-'friendly manual for· reseliers i; reasonaole." 
18. Stafr"s aeeounting'recomrnendationsare reasonable~nd 

should be ad·opted •..• It is alsoreasonable'to r~quire'rate':'ba;~~ 
• • >. , " , • ..", :.- " ' I"~', ,"" 

telephone utility. accounting to,. begin in -198-5·, with: requirements, anc!' 
rep¢.rts .. as set, forth in the. Order.:', 

.. " I'" . ' 

'. ~' .'. 
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'19. 'telephone numbers shou'ld ,be made avai'lable to',·resellers1n 
aeeo·rdance with, the reeommenda,t.ion· of . Paeific B.ell. If ,.:atte·r ; 
attempte<1. negotiation,any party' is. dissatisfied" withthi's ':.. . 

arrangement, it should file an appropriat~a:P'Plication.oreomplain~ 
as set . forth in the Order .. ' .' 

20. The1nterconnection agreemen·t between "Pacir1eBell:: and GTEM 
is reasonable,' and. shoul(1be' app·roved.';' , 

" " ' 

21. Applicant sbould b~ subject.tothe userfee'a~a:,pereentage 
of gross intrastate'revenues und.er 'Public Utilities, Code" §§"431-435. 
The tee tor: thef'iscal year 1984-1985: is .:lS~ , 
Conclus,ions o!" Law 

1. Pub11cconven1ence an4 necessity'reqUire granting' this 
appliea.t1onto· :the extent and. uncereond1 tions 'set forth-in the:Ord:er~ " 

~.. Because of public deman~ffor the 'serviee~ ·tbi~"d~eiSion ' 
should be etrective '1mm~iatelY' t;:'obv:s.ate'any .rur,tbe~delaY,in . 

" "" • r .' 

constructing, and operating' a ,cellular ,'mobile' rad1otelepho~e" .service .• 
in the San FranCiSCO-Oakland and: San Jose areas. ' ,,' 

OR D· E', R _ _ _ _ _ ,ion,.~ 

IT IS ORDERED that: 

1. A,certificate of public·¢¢tlvenience.ari:<1 necessity is 
granted to Gl'E .. Mooilnet., Ine~, and ,the . remaining' l>artne~$h1~:;, 
interez.t.s CG!EM) to' c~nst~uct and operatecellular.imOl)11~ ': :, 

. " . .1', • 

telecommunications systems' 1xf t.he' San Fran¢iseo;~Oakla:nd,area and in " 
the: san Jose area. 

,.' ~". ,. '. . 

2.. On . or. atterthe. :effecti ve date or:' this" order~., GTEM is 
authorized to· file,wholesale tarif:r'schedUlesinaeC~rd.anc-e,w:tth 
Exhibit , 9 ,mod.ified 1naccord'ance' w1thstaff re¢Omnlen<ta:tion's 
(Fin<:r1ng 14) ~, The riling, shall comply, lor1th:' GO 96 ~~d sba.l:i' be ' 

..', .. -' . . . 

et':t'eetive not earli'er than'; 5 days a!ter filing." 

'3. G'!EM shall,. noti!'Y ~heCommission':in:writ1ngo:rthe' ,day it 
"',' ,."., 

commences service. ' , . , .. ' 
" 

',:1 • 

.' '. .. . 
, ,,1 
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4. Prior to; commencing operations-,GTEM shall developand'have 
ready tor,'distribution a manual tor resellersin accordance with the 

" . ' 

c1iseussion, on ,this subject in the Opinion. 

5.' The interconneetionagreemen.t' between Pacir1C'B~11,and: ClEM, 

is approved,;. 

6. NumCers 1:or resellers shall be provided in aeeordaoee,w:ith 
the recommendation of ~ac1f'icBell .. , Any partydissatisf'iec1'<.withth'at· 
arrangemen t'may. af'ter negotia tiOIl, file anappl'ica tion ; or. eo~pla1n t, "" " 
on that separate subject, serving copies' of' it on. all. reseller;s1n', 
the area'and all'artected telephone (landline)' uti:litiesand',:~elluiar' 
carriers .. ' . ,~ " 

7.. Beginning' January 1 " 9'85,~,r~te-base ;utility~typ:e", 
accounting shall. -o.e' required tor Gl'EM. It shall,: 

a.. File'annual repcrt.s as required for telepho,ne' 
utilit.ies.; 

b • File annual pro, forma, results of operation, ' 
reports, employing 6;, months cf!"'ec:orded"data'~" 
due <1ate for such reports'~eingOet.o'beI:' ,'O!' 
each ,year. " ' , 

c. Follow starf·saecounting recommendations as 
set forth in ,theOpinio,n .. ', ' 

",. ' .. 

8. On or after the effective' date or this ,decision~, ClEM is 
authorized to app'lyfor autho~ityto c~'nd.uct bu-siness as'a reselle:­

. of cellular mobile'radiotelePhone se;vic-e th~ough' ~.;epa:r~te. 
su'bSid::tary .. ' , "" 
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9. Applicant i:J' :JuoJeet: tot-he user:'fee as a,pereentageof 
.' " " ' . , . '.':, ' , ' , , ,\,. \), '. " ~ " . ,. ., " ,.-, 

gross intrastate revenues pursuant,:: to-Publie Utilities' Code, , 
§§ 431~435a 

. < \' 

" 

10. Except,a's 'granted, ,this app11eation:,:is, denied:. 
This order i~ e !'tee ti ve today~' 
Dated November,7" 1:984" at ,Sa'n-' Franeiseo,.Californ1a. ' 

',., . ', .. '" ... ' ','. A,. .' 

.," ..... ,J" • 

" " .. 
VIC,TOR", CALVO:' 

"PRISCILLA,. C~, GREW' ' 
DONALD"VIAL: }', <' ,', " ' 

, t.,r:rLLIAM':'I'~::, BAGLEY . 
, . 'ComDi1ss.ion~rs 

< " 

, '~' . 1':,' , " , ..... 
. "', 

I.·.·. ' 

, " 
" 

·1 
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I~ ."1, 

!: 
:', 
" " The witness stated tha~tbe, tariff is designed" :as' an 

incentive. to. resellers to promote' the use of. the serv1ce·~:IThe. 
minimum of 50 numbers ,and sales thereafter in blocks of 1:0 fo-llows 

'. '. ':" , . ~: i " 
the structure determined appropriate 'in the AMPS, deCision,. ,The' 
actual rate stMlcture is similar to that inttie retail. 'ta.~:U·f. 'An 

, ", l • 

exclusive· reseller who has ordered from' 50 to 500, numbers:: would· incur, 
• , I'· '., ,.. " , " • .it .' ,'"' .' ,,~,\',' 

an access' charge of $31.25 per number: per month :'W1th a peak,"usage, 
charge of 38¢ per minute and an orf-peak usage charge of'" 6~ pe . 
minute •. Rates, f.'or nonexclusiveresellers are slightly hi, The 
same optional,services are a~ailableunder the who:ie'Sale/ta~,i:ti but 
the rate is slightly lower. 

Regarding servic,e~ Forbes testified that l'EM'will,'respond' 
to' trouble reports from resellers~ but ,if trOub' ,:is::~ound:'1n"the' ," 
mObile, telephone unit rather than, in the cell ar network,,'a·'c'harge. 
of $25', per' occurrence'will be assessed;. On cros;-exam1nat1o~ 'h~' 
testified ··that, this Is' to discourage exce ~1veservic~'~all;',by' the' . 
resellersandkeep costs' 'down. " He beli es that this typeot:,tariff 
proviSion will cause, l7esellers ,to che '.carefully, befor,e requesting 

Gl'EM to inv~stigate trOUble';. 
Gl'EMwill.also furnish tapes to reseller.s:sothat 

th~y may, billthe.enci-user custom rs. l'here1s a' cha:r.~e'~f',$7S. for 
eac'bbillingitape which the reseler fails to return'~' beca~se': the,' 
tapes canbereused~ ;; 

There.is.also·a cal . restriction' feature availabl~fora . " ., 

$30 monthly charge ~to preve?t.'misuse of. ·lines. . 
Robert R1zzari ~ ?,EM' s controller',~ testified.' genera.lly as 

. to G'l'EM financing. That ~rtion of' his testimony ~evoted to, , 

profi ta oil1 ty uncleX"' PX"'7ed}a tes, was the' subject: ofeontX"'o:v~rsy.· 

/ ' 

I 

1 
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ALJ/vdl' 

In·the opinion of" the witness ClEM's 
projections grossly understate staf"fing 
levels of r-esellers" salaries, commission's,' 
ana other expenses. . 

5. Acc~rding to t·he.'witness y while Cl'EM"s, 
projections.purporttoshow that the tariffs 
furnish an a ttrac,ti ve business opportunity 
for potentialresellers,they do;, not ,analyze 
total income ana e,xpenses over a:', significant, 
perioo. of time out only a sirigle1hyp.o-tbetical 
month; ana this a%lalysis omit:se;tt.r"rely· ,the, 
estimated costs incurred by th eselle-r in 
putting- units, into service. n 'particular,. 
GTEM's analysis aid %lot use an average'number 
of revenue,p.ro<lucing unit. duringt.he ,firs·t- ' 
year but the units .on 1 ;e-·at the beginning 
of: the year,. thus o.ras ieallylowering, " 
expenses. 

Most particularly the" tness objected toGIEM''''s comparison 
, .. ' ' '~ . ~ , 

of what he termed "'minimal sta ingan<1ao.vertising l:>tlo.ge~" as being 
able to compete effectively. th GTEM.' 5- oWlla:inouneed retail effort,,, 
which, .includes three retail outlets' with a full 'start: ,at'eachane ,- ' 
plans for an intensive ad ertising cam?aign ... The witnessa'ttempted 
to develop a compari5-on hich "toUlo. includ~. similar< promo,ti_~n2:1" 
efforts and staffing f r resellers, us1ngG"rEM's ownassump:t:!'ol: that ' 
theresellers could, pture 67~ of th.e market with Gl'EM-dir~'c,tlY , 
serving the, other 4 He also included' certain. othermisc~liane'ous ' 
expenses which he elt G'IEM:had omitted~, from its. cal~u'lat:i.o~~:~ . 

Based o' 'that, development"heeoncluded' that-tile-reis: no· 
way a thirdresell'er cou·ld· profit, even over' a relati~~iYlong 
run,. on., the. s,of: GlEr·ps proposed:,ta~1trs.5' ., 

5 The format; of the C!EM exhibit cywitness Rizzari and. that o'~ 
this witness vary so widely that it is impossible 'to construC':'3 
comparison tab,le showing. where they, differ ,and, in anyevent'th-e 
start1ng· assumptions vary so widely that several dozen foo.t,t1o,tes,' 
would "be, necessary to any such table to justify the f'igures~ 'Neithe:" 

• 
witness, of course,' .bas the benefit o'fanyreeorded information-,fro: 

. which to make projections. " , ,". ,:';" , 
",',' r' 

" \ ". 
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19. Telephone numbers should be made available to: resellers in 

aeeordaneoe with the. recommendation Of',:pacif1e'Be~'l.I'f~' arter' 
attempted ,negotiation, any party is· d·issatis·f'ie(i, wi·thtbis' , 
arrangement" it-should, file anapl>rOpriateappli~atiOrl'Or~omplaint, ' 
asset forth in ' the Order.' . ',' 

20. The interconnection ,agreement between Pac1f'1cBel.landG'tEM 
is reasonable, anci ,sbould ~e approved. .:' .,' ,,' ./"-~ ... 

conelU~~O:'~~j;~:nvenienee and necessity require granting~ •..•...•. 

a?plication~ t.o,t.he, exte,nt.' an,a und~r. ~ondit,ions,set fo,rt7,, ~,/the, Order. 
2. Because of public, demand .for the. service,. ~~>.~ec1sion 

should be e:f:fectiveimmediately to' obv'iate anyfur~er del~i::tn" . 

constructing and opera~:l:ng, a. ~ellular ~C>bile"r~telePhon~.~'er'l/ice '" 
in the San' Francisco-Oakland and, San. JOse s.·' , ' , " 

O' RD .. ER' , , .... ~ -.--
IT IS ORDERED that: 

,. A eert1f"icate o:f public cy-nvenience and necessity is' 
granted to ·GTEMobilnet, Inc. ,ancY'the'remaining· partnership·,,' 
interests (G!EM) toconstructauaop,erate cellular mobile ," .', 

telecommunications' systems'in the ,San' Francisco-6~kla~d'area'and' in" 
theSan ,J ose area. 

2. On 'or a.fter date of' tbi,sorder" GTEMis 
authorized to rile'whol sale tariff'schedules inacco~d~ncewith" 
Exhibi't19, modified it accord'ancew1t~,; staf'f'recommeridations' 
(FindiDg 1~) •. ' The riling shall eomp.ly·<wi th' GO 96, and "shall be 
effective Dot: eartrthan. 5 days aft.~r,filing. ',',' .. 

,3.. ' GTEM sl:l:all notify the:~ Commission.:tn: writin~of' the' <1ay it / ' . . 

commences Serv~e ~', 
, ,,( 
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9. Exeept asgrantec1, this application is denied • 
. This order is effeeti ve ·tod'ay .. 

. Dated. NOV. 7:'\984 ,at, San Franeise<>,Cali"fornia .. 
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