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I. INTRODUCTION;J
: Summary o | «
‘ ~ This decision awards a certificate of" public convenience

and necessity to applicantT for authority to provide a domestic

cellular mobile rad{o system in the San Francisco—Oakland and San a
Jose metropolitan areas._-‘ o SRR )

" The: decision establishes wholesale tarifrs only, for use by }sfﬁf3e

'resellers, and applicant is authorized to file an’ application for
".certification of a fully separated business entity as a retail i
| '_‘proVider (iie. as a reseller).ﬁ»;g-"‘ L
“-l‘Background ' DR o , L
o "‘v Ihis is our second decision awarding a, certificate for a _;‘
cellular radio telecommunications system, ‘the first being Advanced
'Mobile Phone Service’ (Decision (D.) 84 04014 dated April 4, 198u-f'
d\Application (A 83-01 123 referred o hereafter as AMvS“7ecisio”)L
e'That decision covered an- application for the Losrkngeles-standard
7metropolitan statistical area (SMSA)-, : ‘ i o
‘Description of Applicant N

The opening brief of applicant describes the history of: theff}f&ﬂﬂf

',steps leading to its present structure and position as follows.‘j

1 At the beginning of this proceeding applicant consisted of two

partnerships (one for San Francisco-Oakland and one ror,San Jose)

which, in turn, were composed of GTE Mobilnet subsidiaries and .~
certain ninority interests. The GIE Mobilnet subsidiaries are being
merged Iinto the parent corporation and the parent. corporation will-be
the nanaging partner of each partnership. For simplicity "Applicans™. -
or "GTEM" refers to these partnerships collectively. See further .
(discussion under the heading "Description of Applicant.‘M_-,‘ SRR
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"GTE Mobilnet Incorporated, a wholly—owned
subsidiary of GIE Corporation, was  formed. in DR

» December 1981 to engage 4in the domestic cellular;"‘
nobile radio telephone business. It formed two
subsidiaries to apply for the- frequency'block B
(wireline) licenses for the San Francisco-Oakland
and San Jose markets. Advanced Mobile: Phone
Service, Ine. also applied for these FCC
licenses. At the same time, Cellular Mobile
Systems of California, Ine., Cellular Network,

Inc., Intrastate Radio Telephone, Inc. of San.
Francisco, and subsidiaries of MeCaw Cellular
Communications, Ine., applzed for the frequency -

- block A [non-wireline] licenses for San Francisco-.
Oakland and San Jose. In addition, California -

' Celcom Communications Corporation applied. ror the
San Jose frequency block A license. In - =
Memorandum Opinion and Orders released May 6
1983, and July 8, 1983, the FCC approved 11m1ted
partnership agreements between the GIE Mobilnet -
Incorporated subsidiaries and Advanced Mobile -
Phone Service, Inc., and awarded the -
partnerships, who are the. applicants in this.
proceeding, construction. permits for the San
Francisco-0akland and San Jose areas. .The : -
rezaining applications for the frequency block &
licenses were set for. comparatlve hearings. .
Subsequently, on June 2, 1983, the FCC issued a
construction permit to GIE Mobilnet of San Jose
Limited Partnership, and on August 26, 1983, '
issued a construction permit:to GTE Mobilnet of
San Francisco Limited Partnership.  Revised radzo
station authorizations for ‘San Francisco and San
Jose were issued by the FCC on Ma*oh 23, 198L and
Mareh 29, 11684, respectively. . e D

"On July 1, 1983, the: partnerships filed a joint

application with this Commission requesting, -
pursuant t¢ California Public Utilities Code.
Section 1001, issuance of Certificates of Public
Convenience and Necessity allowing corstruction-
and operation of 'a domestic cellular mobile: radio
system in the metropolitan areas. of San’ Francisco-v
Oakland.and Sar Jose. - The application was .
,amended three times, and a supplemental
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‘environmental assessment was submitted. on

- Qetober 14, 1983. On March 1, 1984, the"

‘application was- accepted ror filing by the
Commission. ‘ :

IQQ

"The partnerships which are the applicants in thisf‘x‘ '
case are now comprised of GTE Mobilnet of San.
Francisco Incorporated and Advanced Mobile Phcne :
Service, Inc., and GTE Mobilnet of San Jose - .°
Incorporated and Advanced Mobile Phone_Service,
Inc., respectively. The GIE Mobilnet '
subsidiaries now have a 97 percent interest in
each partnership and are the genera’ partners,
while Advanced Mobile Phone Serviece, Inc.‘(which
has been succeeded by Pac Tel Mobile Access) has. .
a 3 percent interest in each partnership. and is a
limited partner. As 2 resul:t of D.84-04-074, |
issued by this Commission on April &4, 198h__IAMPS
decision] GTE Monilnet determined ihat 1t would
not make the entity structure an issue in this
pro¢ceeding, ancd accordingly Mr. Blair testified
that GTE Mobilne“lncorporated will succeed each
of ILts two subsidiaries as the general partner: in]-
the partnenship, and operate the system
directly." (Enpnasis addec. ) -

o} % August 17, 1984 GTEM wrot te to - the adminis racive law’

Judge and the parties stating that it had made the necessary fi’ings fv_

' merging the two wholly owned subsidia*ies into itself and had also

filed for approval of change of ownership witn the Federal

*Communications Commission (FCC)- Any structure or capitalizat

‘_i-sue is thus obviated.

,_',The Sy stem , o ‘ e o
" - Extensive staff review of the system and its environnental E

factors was. undertaken befone this application was accepted for

filing._ As a result of. this review any issues relating to the designt{
and environmental impact were eliminated.Q‘ S R o
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According to GTEM's witness Robert Rizzari, approximately
'$16 million of investment is required to start operations, and about y
$8.4 million ‘had been expended at the time of the hearings..;

‘ thsically, the system consists of buildings, towers, and
communications equipment. GTEM has secured all necessary local
(zoning and building) permits. After review and negotiation on o
ecertain featu“es, this Commission as lead agency under the Californiaj[-
anironmental Quality ‘Act filed a Notice of Proposed Determina ion
with the Secretary of Resources on June 2, 198# that we had ”‘ '
determined the project would not have a. significant effectzon the‘“ ‘
.environment and that a negative declaration would issue.u The 30 day
protest period to the Notice expired without any protes s being
filed._ On Augus* 1, 1984, the Commission issued Resolution T-10855
approving the negative declaration. That resolution completed
genvironmenta’ review, and’ no further discussion or action s’
‘necessary here.l‘ o L }‘ o

_ " To. place the system into operation, an interconnection
| agreement between the cellular carrier and the local telephone
_‘company is essen.ial. At the start of this proceeding, issues were :
_outstanding concerning a proposed agreement‘ By the'conclu&ion o.”,"
ythe hearings GTEM and. Pacific Bell had resolved their: differences._,_‘
A modified proposed agreemenu (Exh-.BO amended by Exh-.BT)Hha ?been‘
submitted for our approval.- ', , S S
T f‘ There has been no objection to this revised agreement by o
any party.‘ Upon review, we find the terms and conditions under which [ﬁ
Pacific Bell is ¢o provide facilities and arrangements to connec“:' -
GTEN to the. Pacific Bell system, and the quantities and charges for"
interoffice trunks and for local distribution channels between each
cell site and the mobile telephone switching office to" be ‘7
reasonable.- It is in ‘the public interest to approve this agreement
without delay to—allow service to commence.

\.
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The nine Paciric Bell ofrices chosen for interconnection
were selected on the basis of availability of numbers and’ trunk A
racilities- According to Grant Saroka, GTEM's engineering witnessr ,
the nine number-group configuration which resulted rrom GTEM' o
studies will. permit landline subscribers in a particular exchange to '
call a mobile number in that exchange without a toll charge.; ‘He ‘
: expects users of the system to ‘select a prefix from the area in- which
~ the user has. a community of interest. '

The system is sovequipped that a failure of any single |
circuit element within a cell’ site cannot cause a loss of. function ofﬁ_,xv,”

the cell, although its capacity could be reduced in certain types oi-:w
railures."‘ : : : , ~ ‘

The system will initially consist of 25 cells providing forfjfﬂf‘“
6,278 users, and by adding channels and equipment it can eventually.;_f
be expanded to provide for over 150 000 userss. The- system meets the f",
standards of the FCC and of the American Telephone and Telegraph
Company technical advisory group,. Saroka testiried.ﬁ" R
. Philip L. Forbes, GlEM's chief tariff witness, further

‘ explained ‘the user capability of the system in his prepared testimony~g
S . as followS'*' PR ,

"We. propose to provide cellular mobile radio

. telephone service: in the San Francisco and- San
Jose areas by offering access. to. our cellular
mobile radio telephone system which will be '
interconnected to the public switched telephone
network. In addition, we will offer four
enhanced services: call forwarding, eall. :
diversion, c¢all waiting, and’ three-way calling.
We will also offer call rest rictionI‘Pfions, .
directory listings, roamer. service and .
detailed call billing.“ S :

” 'I' - i

AN
Co

‘}

S 2 A roamer is an 2uthorized user of another cellular telephone*‘"" ST
voaae 3ervice who enters the local service: area-. A roamer must arrange forvu :
.‘ service with the local provider., oo : S . o

lv-rQ';‘ -
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"The service involves the furnishing of a number
on the cellular mobile radio telecommunications.

-, System and the use of facilities, not including -
the cellular mobile telephone, by which messages
may be transmitted and received over the’ system.«“
. - . Because the San Francisco and San Jose
system is interconnected to the public switched
telephone network...it will be possible for:.a .
mobile user of the system to place a local - call

 anywhere throughout the area indicated by the.
map. -In-addition, a moblile user of the system .
¢an’ place message toll. telephone service calls to
anywhere in the world on a sent-paid or receive
basis, collect or by using a telephone conmpany:
credit card number. A mobile user anywhere ‘
within range of the system may also receive. local
calls placed from any selected telephone exchange
interconnected %o the system...and nay further
receive toll calls from-anywhere ‘in the world
except that received-collect calls and ‘third
number billing to a. mobile'number are not-
permitted "

:There are no outstanding issues regarding capability or a
:*design of the system, and we' should" approve its operation- (Ihe
"pumber assignability— question, which basically concerns Pacific
Bell's capabilities and needs, is discussed subsequently.

' The Protestant "‘J, ‘ - «..‘ R Y

Intrastate Radio Te ephone, Inc. of San Francisco,‘McCaw
tCommunications of ‘San Francisco, Inc., and McCaw Communica ions or
San Jose, Inc. (protestant or IRT/McCaw) are now jointlf pursuing «
frequency block,A (nonwireline) applications before the FCC for San

'Francisco-Oakland and: San Jose.‘ This conbine is the protestant. lRf”~”' |

standing alone is a certificated radiotelephone utility CRTU) in'
California-‘ As an RIU, IRT may become a reseller of cellular mobile T
service without seeking additional certificated authority, by filing j
‘appropriate tariffs in: any area wnere cellular service becomes
.available.; (AVPS decision, mimeo. p..58a )
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The EHeadstart Period and the. .
Adverse Position of the Parties ‘ . e .

E *he FCcC has awarded frequency blocks for the wireline -
carriers, but is still processing applications for the nonwireline;r'
frequencies.f This means that when we award a certificate to a, |
'ﬁwireline cellular carrier,.that carrier has a monopoly until the

fnonwireline carrier for the same area starts Operating., This

;temporary monopoly period is called the "headstart" period“?ﬁ{ _—
'-Estimates of its length vary. During this proceeding IRT/McCaw
settled i £s differences with the only competing nonwire applicant
bcfore the FCC for the San Francisco-Oakland and San Jose areas.
‘Even ‘with this. settlemen. the consensus seems to be- that nonwireline :
operations will not begin until late 1986 or early 1987. o

During ‘the headstart period GTEM‘proposes to offer o

wholesale service to resellers and retail service to. the public. f_
IRT/YcCaw wishes service to commence S0 it can become a reseller._
-GIEM thus will become’ the monopoly suppl er of cellular—mobile
serv ce3 to reselle*s which are its customers, while Simultaneously
being a competitor to then. as a retailer.y

Assuming that the IRT/McCaw'par nership bccomes the non-l7“‘

‘ wireline carrier it can (and it has stated on this record that it
intends to) seek transfer of its end-user (i e. its’ own retail)
customers to its own cellular system., There is nothing improper _n
such a. posture, FCC decisions specifically contemplate that

' ‘applicants for nonwireline au.hority may become rese lers during the;"‘ B

3 The headstart monopoly is not absolute because standard RTU e
‘service is available. IRT/McCaw's witness Trout testified: that IR“;_,
‘has constructed a new automatic dial access systexm which can.

accommodate up to 1,400 units. Other conventional RIUs exist, and :07-

may have limited spare capacity from time to time._

- - 'g-‘ o
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headstart period and place themselves in this position to minimize
the headstart effect. ‘

, The result, however, is that (as is emphatically .

‘ demonstrated by this record) GTEM and IRT/McCaw view each other as
all-out competitors, it not ‘as natural enemies.i While IRT/McCaw doesni
-not oppose ‘the application because it wishes to function asj'*‘
',reseller, it proposes stiff regulation for GTEM's operation _ o
(including GTEN's retail side, which would compete directly with the

resellers)’ while advocating a more—or-less laissez faire approach toiyﬁfdi‘

:regulatory resellers.u GTEM in turn, proposes (among other unings)
tariffs wi*h ravorable features for those who' resell exclu ively the
wireline (GIEM) serVice, provisions which IRT/McCaw regard as
-penalties for swit ching to nonwireline servzce ‘and'a reseller
contrac* which,IRI/McCaw and the Commission staff regard as a "B*g

_ ‘Brother" scheme to dominate the resellers. Mos.. particularly*,

, protestant views GIEM's prOposed ra es,‘and the data supporuing them,;'

as an attempt by G*EV}.o cross-subsidize its retail operationTby itstk:;f133f

- wholesale service. - - : - L : ‘ SRR
, Only in this light can the record here be understood T
"Previous Decisions ‘ | B .‘..,‘”,
- Decisions of the FCC gy this area require the development
‘of a resale plan, wkich necessitates wholesale tariffs available to
resellers.. D. 83—06-080 (June 29, 1983), the interim decision in the‘
same application leading to the final AMPQ decision, statesiﬁg

"A resale plan that constitutes a viable. business R
opportunity and therebdy permits the non-wireline’
carrier t0 enter the marketplace as a bona fide
competitor, is necessary to.mitigate any’ ‘adverse
effects of the early entry into the cellular e :
marketplace of a wireline carrier in advance of a
non-wireline carrier. ' ‘ , O
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Thus; we are. committed to requiring'wholesale rates which
provide resellers with a reasonable business opportunity during the 77
headstart period. Implicitly, ir ‘the cellular provider is to be : h
permitted a retail (direct-to-end-user) side of its own: business,

‘some systen must be placed into operation which prevents competition hﬂe

of a type which would permit resellers to drive the cellular carrier

Afrom the retail market or. which would allow the carrier to use its

retail business to drive out the other resellers.‘_,“

II.- THE zvznancs o

GTEM's Retail Proposal

I - .
AN

R o
SRS
P
i .

Philip L. Forbes, GTEM's director of regulatory affairs, |
testified that the company's plan is, o a large degree, traffic

sensitive and usage charges would be imposed on the heavy users.‘ Thef -

monthly access charge is proposed tha* 339 with usage during peak

,period charge at 45¢ a minute and an’ off-peak period. 20¢., ‘The access]*h
.charge recognizes the- availability o’ the' system regardle s of the ‘

usage, to make a contribution to overhead costs- B .
Four enhanced services would be offered. call forward‘ng,_‘-‘
call diverting, call waiting, and three-way calling. Any combina ion{

or a’l of these services would be offered as'an optional package a*Va" |
~,flat $10 per month charge, plus usage charges._ There is also a ca’l

restriction op ion available, for a one—time charge of $?S. Y
A rOumer (see foo.note 2) “DUSE arrange for servicefbefo

, being able to place or rece‘ve calls._ The. charge for such services

is $5 per day plus 50¢ for each minute of usage. . o
, Cellular radio telephone numbers are: almost all : ,
nonpublished the witness said.u This is because there is_aycharge

s The enhanced services are also offered at wholesale through

resellers.‘
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for incoming calls. However, ir a. customer wants the cellular mobilefd«3 .
number listed in a directory, this will be arranged- for a: flat annual7’v-fi‘

charge of $36 while GTEM absorbs any charges which the local
'telephone company may make. A R T
. Customers will receive a monthly bill showing their access ‘
charge, the total minutes of usage, and usage charge for that month-\"
Customers. nay. elect to»receive a detailed bill on a continuing
"monthly basis for $2. 25 a month. Toll calls made on a sent—paid
‘basis will be itemized on the bill. o SETPEEE
' There is no charge to deactivate the service but chauges of
service or restoring service carrj a $2S flat charge ro“ each
request. There will be a late—paymeut charge as allowed by ,
Commission rules- , o L oL
' GIEV's tariff prov*des for a’ service deposit o* $300. .
‘-Iuterest at. a rate of 6% per year will be paid on” each deposit heldf L
'f'by the company ror more: than 30 days-« ' ‘ '
GTEM's Proposed Wholesale Tariffs : .
The witness a’sordescribed *he tarirfs for who esa’e
cellular service, that is, service to the public ‘via resellers- Ii
is the wholesale tariffs tha caused most of the controversy.xp' ‘
'?" ‘ Under the wholesale tariff a reseller purchases blocks o
‘numbers from GIEM under either an "exclusive" or. "nonexclus-ve" o
.basis. A reseller must order an’ initial Block" of 50 numbers ‘and -

'thereafter may purchase numbers in blocks of" 10.' A reseller orderlng‘f'

on ‘an exclusive basis: agrees to contract and deal with only G*EM ’o*'”"
cellular network services- The. reseller dealiug wi h G*Er ' ‘
-exclusively receives a slight. discount in the access and usage'ﬁ
charges.’ The access charge decreases when the reseller obtaias more
than" 500 numbers - and there are further decreases at a 1500 and MSOO

levels.n Usage charges decrease when a reseller 'S usage is in excess yf“ o

of 250 000 minutes per month. f-*‘
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.The witness stated that the tariff is designed as an
incentive to. resellers to«promote the use. of the 3erv‘ce. The
minimum of 50 numbers and salea therea‘ter in b Locks: of 10 rollows o
' the structure. determined,appropriate in the AMPS decision. The
actual rate structure is oimilar to that zn the retail tariff-j An
exclusive reseller who ‘has ordered from 50 to 500 numberslwould incur
an - accevs charge of $31.25 per ‘Dumber per month,with a peak’usage
charge of 3u¢ -per. minute and an off-peak usage charge of 16¢ per
minute. Rates for: nonexclusive resellers are slightly higher. The
same. optxonal services are available under the: wholesale tari f but
the rate is slightly lower-_Lcﬂ__ N S : f- :
E Regarding‘servicc, Forbes testirxed uhat GIEM will respond
' to trouble reports from resellers, but ir trouble 13 round 1n the
modbile te*ephone unit rather ‘than. in the cellular‘network a charge
of $25 per occurrence will be assessed-. On cross—examinatiou he
testified tbat,this is‘to- discourage excessive service calls by'the

‘resellers and keep costs down-‘ He believes that this type of .arif’

provision will cause resellers £0- check carefully before requesting
:GTEV to investiga e trouble,_m“_,' Ll 'u;'.u, AR ; Jo
L ‘GTEM. will -alsor furnish brlling tapes o resellers uo tnat
they may pill" the~end—user'customer K There is a charge of $75 for
.each bile-ng tape which the reseller fails to return, because the
tapes can’ ‘be reused.,_, IS ."‘ . e A:i .' “ S
- There is also a, call restrection reature available tor a :
$30 nonrecurr;ng Charge, ‘to prevent mzsuse of lznes.;ﬁwf*r’*”' |
_ Robert Rizzari, GTEM's controller, testif;ed generally as -
to- GTEM rinancing- That‘portion of his testimony devoted to
profztability under proposed rates was the subdeco of controversy.

8
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He testified that GIE Corporation, the parent of GTEM is a'

])$13 billion company which has committed approximately $200 million toﬁef‘J”

the development of ‘cellular mobile’ radio telephone system. GTEM'
expenses are being financed by i ts partnersvin a manner similar to
the financing of the initial investment to establish GTEM.lJ‘n
Rizzari's duties include financial planning. His analysis‘”
of" the market leads him to the. conclusion that the proposed sys.em
‘shotld break even on an annual baszs in its second full year of .
operation and on’ a cumulative cash flow basis following the fifth ‘
year of operation. The pro forma income statement he and hisfStaff ‘
developed for the first five years appears on the ‘ollowingﬂpage.:pﬁf"
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 PRO FORMA INCOME STATEMENT
-~ (Thousands.of Dollars)

Net Revenues = 3,613 95575:".15}3W2~f
Direct COStS" : ‘ o _ - e
. Field Operatlons - | y501°. 1, 664‘f ,92ijw_ ,
- ;Commissions. . - 7T 53 T30
Billing SR 65 1787 280&;;;-,
. Leases: ‘ . 46T 0339 539
Facilities & Telco o , R . e
. Charges: | - S 2 2585’ 3,094
Deprecﬁa*ion - 1,401: 1,57#‘ 2,088 2
warranty - 48 48 54
State & Local Taxes 8 39T 786 1,242 -

"Total Direct Costs Ty 094 5 9635 "7,fQ§?'e'u?§395;ﬁ} :”:A“Tva“  
Gross ¥argin (1,094) <2,35°>:f 2,465 6,507 14,480
7Indirect Costs L 5'e - ‘_‘_, ﬁ“_ :
‘«‘Marketing _ e 358 7 351 ‘.382f7"*
© . .Gen. & Admin. Ty 531 .52t . 56T ..
. Engineering . 1,386 416 . k09 445 -

Advertising R & 369. 362 ‘ 395;3: f
Interes* Expense o 16 485 . 363ek , u19ﬁﬁfg

fTotal Ind;rect Costs 2,877 2, 119ﬂ1' 2;006:.   2 2071)e_ fwT?i'  
'“Operating Income \(3;572): (h 469),4 | 263T;”’j§,3oof]fuffeﬂ7ﬁ”f

H,Other~Income . S P '”*v'._ ‘j‘~'_€ﬂ;7f”ffﬁﬁ-*ffﬁe'”fV'r 
- (Deduction) ' - (@ (10) ..(22)p;‘s ;
“Income Before Taxes “(3;572)ff(4;u7f}e?f30n53f‘ L 278
"1'Federa1 & Szate 3 S R ”,f;"ﬂﬁ S IR
CTaxes o 1,829".“2,233;_V:_(231}j*j(2;190?ﬂ‘C§}06695C13,220}pf5v
: Investment Tax B S V';,;f"”ﬂffV,eTQ*_x;‘
| Credit : - 1,23 - 1730 “86ff‘ 7”577 i “25
i?‘_fNEI INCOME o (1,783) . (948) 395 2,574 6 362 1u 032
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The third area of considerable dispute was the testimony ofii_
Kevin B Blair, GTEM's director of business planning, concerning the 2f
development of rates. Elair testified that the applicant's objectivel-
is to provide cellular service to the broadest possible market but '
‘that GTEM sees the service at. present as primarily business '
oriented. L R ._- . , o

In Blair's opinion, ‘the studies support his conclusion thatf![
,the‘wholesale side and the retail side of GTEM's business can s.and o

- omn their own, and that the financial performanoe of the wholesale and;“

"retail businesses will be approximately the sane, as measured byﬂx
return on sales. In his op_nion the wholesale business will be g
slightly less profitable than the retail business and pro estan‘k
fears that the retail business will be cross—subSidized by the :
_ wholesale side are unfounded.. S .,-»:,

" 'Ee said that all of the costs or operating as a: wholesale
business are with minor exception also required for retail and this

. allowed the studies o portray the cos.s of each business on a stand-ﬁP:‘

) alone basis.

Blair said that certain incremental costs associated solelyf*‘

with retailing were directly assigned to tha. end of'the business
(such as costs associated with sales offices) bu. that a fully

' separated costing approach was unjustified in view or the fac* that
Dany costs are common.: A fully alloeated cost analysis for each
business was developed solely for CommisSion information; f:
processins this applica ion-_ Since he believes that most of the

: major costs are common, he does not recommend adopnion for regulatoryﬁf“i
purposes of stand-alone accounting for the wholesale and retail sidesﬁ°

.or the business. e o f‘*dﬂ“ﬂ‘ 5

| ' GTEMs position is that its wholesa’e tariffs should be'“ﬂp o
_evaluated in the context of what it considers to be most likely and}ﬂ

best qualified resellers, which GTEM believes to: be radio equipmentﬁff”
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'«dealers and radio common carriers., GTEM s brief notes that Arthur
NTrout IRT/McCaw's witness on resale tariffs, and Dr- Lee Selwyn, an
independent communications expert appearing as a witness for the

protestant, admitted as mueh on cross-examination. GIEM notes tha‘ t"‘

in the’ AMPS- decision this Commision established retail and wholesale
rates that would enable a hypothetical reseller with 60p or the
market to- achieve a pre-tax profit margin for the first year S
operation of 8.30%. Since that’ decision, 19'resellers have been
certificated (in addition to certiricated RTUs) and’ ‘the Commission N
has determined tha.-resellers can: lower prices on—TS days' notice._,Af
_revied‘of these resale applications Cof which notice was taken) showsﬂff
a variety of estimating first year: results, with widely varying
‘projections from substantial profits to losses for first year

operations.k In view of this, GTEM's position is that .he Commission -

mus* evaluate proposed wnolesale rates with rererence to the best
qualified resellers. ‘ *u‘.ﬁc‘ Yo “".L,?;s x«»ft;ﬁ" -

GTEV's witness Blair regards businesses with existing salesfie.‘

outlets and" naving sales. personnel familiar with the mobile _ )
communications markets as best situated to be cellular resellers.,
Such businesses would: have costs common o supporting,cellular and
~other business endeavors. Thus" incremental costs of starting

~cellular resale operations would. be low.: This leads. GTEN to. the N
-conclusion that ‘the CommisSion ‘should autborize a rate spread between.

o wholesale and retail rate sufficient to attrac* these businesses but.

' ne greater. In other words, the Commission is not" required to se. -
‘wholesale rates to accommodate resellers witn high—cost structure.
Sueh hign-cost businesses. would probably net survive in tne
competitive market anyway, and the result would be to harm their W
oustomers and the underlying carrier as well. GTEM notes on brie._in'

‘that IRT/McCaw s- witness Stanton expressed a similar opinion and thaej;f\f‘
he mentioned such businesses as, car rental agencies, hotel chains,_geﬁf

)
Al
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IRI/McCaw itself, and other large businesses as being best su*ted to
being cellular service resellers."' .'.r : - o
, - GIEM's witness Blair presented ‘an analysis or the poten.ial’
of the resale tusiness under the proposed tariff which in his
opinion demonstrates that for: tne San Francisco—Oakland-San Jose
market, a small reseller with only h88 units and thus only G 75% o.A‘
the market would realize a pre-tax profit margia less than & 30% (the
fmargin round sufficient to constitute X Viable bnsiness in the AMPS
_decision) but that larger resellers would - definitelyebe above thau'
figure -and prof_t margins would increase with the size of the
narket. GIEM notes ‘that Blair s exhibits actually contain errors in .
computing taxes and lease expenses when corrected, show greater
profit margins for the resellers than in. the original calcula ions.
GTBM also points out that although its position.iszthat those who can'
act as cellular resellers on’ an add-on basis are in" the grea est “
position to’ nake immediate profits, Blair s mathematical analy
H(Exhibit 1, Schedule 9) does not represent such an. _ncrementa-n

-business but a start-np nusiness, andthat' a truly inoremen,al

business’ will have increnental coEtsiapproaching zero.,,«,

_ GTEV“summarizes the "exclusive reseller option"irates
pread in its opening brie“ as- rollows- "

b
b
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GTEM Spread Between Proposed Wholesale and Retail Rates_;f'
Exclusive Reseller Option o x e T
- 50500 ACCﬁSS Numbers Vu;h o §Eread Per Access: No.;fil
" Access ($39.00 - 31.25) o $ 7 7S*vf*f“ S

Peak’ Usage <. &5 -..38 = .07 x 300) . '
Ofr-peak usage (.20 e-.16 ‘.Ok x 6) s T
Spread for all reseller oustomers- o jff_fper‘mohehﬂ"'

‘510-1500 Access Numbers
Access (&39 00 = 30 507 S <500
. Peak'Usage (.55 - .36 -;-09 x ?OOJ o "'27ﬁQQf.f
(Assuming more than 834 users) el
orr~peak usage (.20 = .16 = .ou X 6) - = .2ﬂl_1 o ) |
Spread for all reseller customerS"; ‘ $3S-7“{P¢f?moﬁfﬁffval

1510-4500 Acoess Numbers I . o
Access ($39.00:- 29250) . $9.50 -
N"Peak‘Usage ( &5 - ‘36 = .09 X 300) . “ 27?°°£ff‘lw‘j
‘ Off-peak usage (.20 - 216 = ,.0& x 6) ' ;éﬂﬁlff'f‘ff -
' Spread for all reseller customers ' "$36;7¥fperfmonthff‘

1810 and More: Acoess Numberf- I A L
Access ($39 OO - 28 25) o o :$10 75f[ffle;“
 Peak Usage Lo Vf- R - 27. OOf;lffih
OfrApeak Usage | - o S o -;;guﬁf
Spread- for all reseller customers.' ‘f‘ $37 99 Per month

GTEM reminds us that the "nonexclusive reseller“ option ,
would not be used by any. reseller during the headstart period sinoe
there is no other purveyor of the service available., It also points g

out that the exclusive reseller option.will be available to reselle*s
who are selling both cellulaw and" improved mobile telephone serv1oe _
‘(IMTS).' Thus the protestant would qualify for the exclusive reseller ,
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rates even though one of its partners possesses RTU authority., .
Finally, G*EM points out ‘that the wholesale and retail ‘rate spreads_*'
‘for cellular service in cities outs;de California are substantzally;~5
fless than ‘those proposed by GlEM but the resellers have been -
operating in other cities and have found those rates to be adequate’j‘
to conduct a successful business-. ‘ A T ,
| ' GTEN notes on brief that IRT's witness Trout testified both
IRT and i{ts affiliate or parent have existing agreements with
resellers of one-way RTO service and - the rate spread whzch IRT offers
is less. favorable than GTEM's proposed spread ‘and’ that ror two-way
'mobile, reseller compensatzon is a fractzon of that proposed here by
'Grsy. | N Ea e T
‘ GTEM flnally points out that in. the AMPS deczsion the .
Commission ordered ‘the filing of wholesale and retail rates which in
~the Commission's opinion, will result 1n a pre-tax'profit margin of
.30% for a hypothetical reseller with 60% of the market.g GTEM
maintains .hat the rate spread it proposes is.almost identlcal vo ,
that in Los Angeles- :The GTEM br;ef summarizes the differences are']
. as’ follows.‘: ‘ ‘ o SRR ,'. S 'v; .
Total' Qtantlty GTEM ; Los Angeles I Difference ini
Access Numbers,Sp_ead i : Sp;ead o - - Spread - e
4,510 or more. $37.99 - . $37.97 . . ;,$m;>ozyi’f
‘ ’510_2‘ 500 ‘ 36-714 37 97 | - - ,-_‘ -.26
570-1 ,500 f' sy 37T -2

50-500 28.99 . 37.97 S -gles

GIEM's witness Blair testified that in has-oplnion the Losf'“
Angeles rate spread contains an artifacially hlgh margin which wall
attract nore resellers into the business than the total market can o
support, leading to the failure of some. He conceded, therefore, i5y c
“that the GTEF proposal would be attractive to fewer resellers, that o
is, some small resellers which do’ not intend to develop ‘the ‘buss ness?“"“
"~ and" attaln the higher volumes to-increase their rate spread i
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'Protestant's Recommendations ‘ : S ¥ .
Arthur Trout, district. general manager for IRT, testified
that - IRT, together with, Tel?age, which are both subsidiaries of
Gencom, an Arizona corporation,. together serve more’ than 50 000 one- |
way paging units in the greater Bay Area and have provided various
”one-way and two-way radio telephone servnces for 25 years_jJa“ﬂ;

B He expla ned ‘that IRT's existing RIU customers are on ,
manual operator-assisted systems whlch are "clearly inferior“ to '
cellular. To the extent that such customers cannot get cellular ‘

'_Service from IRT they will in his opinion, migrate to GTEM unless :

"IRT is-in a position, during the ‘headstart ‘period; to- resell GTEM
service %o them on reasonable terms._ He rurther stated that for the
same reason IRT is in danger of. losing its own. best\qualified .
resellers to GT”M. He reViewed several factors in the GIEM proposal‘;'

-which in- his opinion, would discourage a reseller from taking :
advantage of better terms that might be. offered by the nonwireline

carrier after the - headstar‘ period is over.. .

The_.irst of: hese is the provision that customer telephone]ff‘

numbers shall’ remain under cont rol of GTEM. The Reseller Agreement 3
.wnich G*sM proposes be signed‘by all resellers provides that no end—:

user shall acquire interes* in a. number and that GIEM: reserves the‘ .
-right to assign or change numbers when necessary.ﬁ He testified that;f

the' telephone nunber assigned to ‘a mobile unit becomes a part of thatip"

unit by-being ‘"burned” into a part of that unit. called a "PROM"
-(programmable read-only memory)- This is for the purpose of
iden irying the unit when it makes an outgoing eall for' billing and
other purposes, and also enables the landline telephone company to
identify and route incoming calls to the Mobile Telephone Switohing
Office: (M”SO). He disagreed with GTEM that customers would not
generally wish this number to. be Known and testified "the. customer
may inolude the number on business cards, stationery, and?inh het -
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telephone directory, ‘and will certainly be. provided to all persons
*.from whom “he expects calls. ' Thus, if an end-user or reseller
decides to switch' %0 the nonwireline system, ‘he said, the cost of

switching to the customer and the reseller must- include reprogrammingj‘,.

of the units, changing of directory listings and informing . ‘

customers.! In his experience an average of one hour»of time at a '

cost to the reseller of approximately $30 is required ror

) reprogramming of. the mobile unit. He said there is no technical or
j‘eng:‘:.neering reason; why the numhers must "belong to GTEM' they
actually belong to the landline company'and can just as easilbee

ljassigned 10 the reseller.,_ o | :

There is also an involved difference of opinion between

‘«'tblS witness and GTEM on’ how to configure lines to avoid message uniti77”v'

charges.‘ The w*tness testified ‘that IRT already has in place an
.existing ne< work of trunks which would permit it to handle more than
S7% of all incoming (i.e., direct inward dialing or DID) calls
destined for mobile units by placing then on GIEM's systen.;_With the'
appropriate arrangement w*th GTEM IR* could undertake to carry al l
incoming calls directed to lts cellular customers and to route then
to- G*EM’s switch for furthe* processing on the G“EM‘network-x He g o
'.stated the result would be ‘he message units which would otherwise be“
charged to the calling party would largely he avoided as would
Significan. DID trunking charges, and finally, IR* would have the
?opportunity, once 11 censed by the FCC, TQ switch its customers o
without delay and: with less danger of" service outages., He testified 5l7
ithat land ine carriers have been less than reliahle in bringing abouty
,such switchovers.a ‘ L L e Lo
_ Secondiy, he denied that the margins proposed by'GTEvlfor
resellers are: suff*cien. and sa*d that the GTEY spread is far

than what is already being paid’ to resellers and sales‘agentsain heﬂf* .

‘aBay Area.; In hiu opinion *he present margins are necessarthO
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attract the best resellers, and GTEM s, prOposal will discourage the
best resellers from entering into tbe cellular marketplace.w’l

‘ ‘ He ‘also objected to the charge for- a trouble call, statingfi
that the reseller would ‘be obliged either to maintain a technical

person on its own premises or to ccntracs the work tc an independentic

shop, at a rate of between suo to $50 an hcur. ,,‘
John W. Stanton, vice president of McCaw Cellular
Communications, Inc. and its wholly owned San Franciscc and San Jose*
subsidiaries, testified that present users of conventicnal RTU are |
~ prime candidates for immediate cellular service and unless IRT and
-cther companies can become resellers on a rair basis there will be

substantial migration directly tc-GTEM damaging existing carriers.,;,;
The lengthy list of particulars to which protestau. objects includesj'f'

the follcwing.

A strong difference of cpinion on the. actual ﬂw}ff
‘usage for customers: under bctn prime time andfj
‘o'f-peak periods. . : -

Costs for resellers shown in GTEM's estimates,V '
are based on GIEM's exclusive rates and nc* -

on nonexclusive -schedule which would be.
applied to any reseller after the headstart:
period wishing to deal with the nonwireline
carrier as well as’ GTEM.

A last-in-first-out (LIFO) provision which
includes a six-month minimum commitment: ror
access c¢harges to be paid to GTEM. for that-
line, even if-the reseller wishes not to use '
the line. (Much time was spent examining
certain witnesses on the exact effect of
this, but it {s clear that under certain
conditions it can add substantially to a-
reseller's costs. GTEM states that the-
purpose of this. provision is- to prevent -
fluctuations in usage which lead to excess
capacity and excess investmen.)- L
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4, “In: the opinion of. the witness GTEM' L
- projections grossly understate stafflng

levels of ‘resellers, salanies,'oommissmons,
- .and other: expenses. .

According to the witness,. wh*le GTEM's R
projections purport to show.that the tariffs
furnish an attractive business opportunity -
for potential resellers, they do aot: ‘analyze '
total income arnd expenses over a significant
.period of time but-only'a single. hypothetzcal
month, and this analysis omits entirely. the"
estimated costs inmcurred by the. reseller in -
putting units into. service. . In: particular, .
GIEM's analysis did not use an average number
of revenue producing units .during the first.
year but the units on lineat the beginning

. of.the year, thus drastically lowering
expenses.

Most particularly tne witness objeeted to GIEM*z,comparison

of what he termed "minimal staffing and adveroising budget" an being

‘:‘able-to conpete erfecdively with G¢EM'3 own announced retail effort,"“

o
LR it N
| “
. o
¢
i
|

wnich inclndes three retail Outlets with a ‘ull staff at eaeh and
plans for an 1ntensive advertising«campaian.‘ The witness attempted
to develop a comparison which would include similar promonional

effor s 'and. utaffing for resellers, usdng GTEM's own assumption,nhatf~ '
the resellers oould capture 60% of the market w;th GTEM‘dzreetly
serving the other 40%. He. also included certain other miaeel aneousx

expenses whieh he Telt. GT?M had omitted fnom fts calculations. ‘ 

. Based upon: “that deveIOpment he concluded that there is’ noq_<
way a-. third party. reseller conld pro’it ‘even over~a relatively longi(~
run, on’ the banxs of GTEM's proposed tariffs.sgﬁej;j}'un §

5 The ‘ormats of. the GIEM exhibi* by w*cneos R zzari and that of
this witness" vary so.widely that it is inposszble to ‘construet a

: omparison table showing where: they differ, and; in any évent’ *he

starting: assumptions vary. so. widelj that veveral dozen footnotes
would be necessary to any such table to jus@ify‘tne figures.

witness, of course, bas the benefit of any recorded’ informa‘ion”from“w

whxcn to. make projectionn.f
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Finally, the witness objeets to the GTEM's analysis

"proceeding from an ineremental business rathen than analyzing

reselling as. an independent startup business.e Aecording to Stanton, 2
he agrees that some costs might be allocated between regulated and
unregulated business but savings would be little or nonexistent i’
the present business s. other activities did Dot involve mobile '

. communications in. San Francisco and San Jose.

o .
ey .
EN . N
¢
'

Lee L.. Selwyn Ph.D.,'an independent eonsultant testified
on behalf  of protestant._ Bis presentation is in conSiderable detail
only the highlights of which. can be reviewed.hf', S PT

‘ Dr. Selwyn believes that during the monopoly or. headstar*
period GTEM as the supplier of the service, exercises a position of
price leadership at the retail level beeause GTEM's retail price

'establishes an upper limit above which otner resellers eannot sel"' ‘
. their services. At the same  time this is true, GTEM can, during this '

period control wholesale pnices-. These two poSitions enab

regulate reseller entry into the field beeause it can control the'
profi* margin of the resellers.xz,‘_yl. R .
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He is also critical of. GTEM's establishing rates at "marketf\u\

driven"6 levels- He points out . that no standard utility ratemaking
concepts nave been ‘used to develop ‘the wholesale rates, and GIEM is
in a. position to cnarge a relatively high wholesale price dnring tne
monopoly period ‘and using the high profits earned during that period.
to lower its prices after the nonwireline competitor begins :
‘operations-v Selwyn's analysis demonstrates that GTEM will realize a
54% return on average net investment in the fifth year.m_ ,‘

~ Dr. Selwyn points to the ract that GTEM's. studies on )
profitability for resellers assumes that resellers are engaged in
'some other line of busaness and would regard the~cellular resale
'business as incremental.l Thus,. according A-2 Dr. Selwyn, to- tne .
extent that a small marginal reseller cannot earn,much profit on the
cellular business, it would be required to capture prorit from other K
business lines. Assuming a. reseller to be in the business of sales
and’ lease of mobile telephone units, it would thus be forced to
maintain relatively high prices on the equipment items because of the
low margin available from resale of the cellular service.; On. the ‘
‘otner hand using GTBM's own calculations Dr. Selwyn concludes tha*f”
- a stand-alone reselling business would probably not succeed-fr_ffh

6 The term "market driven" does not appear in the prepared ,
testimony of the GTEM witnesses but in the cross-examination of
Philip Forbes (Tr. 440). Be testified that certain rate design cost
studies were not performed and that rates were "market driven™s. that
is, that the tariffs resulted from marketing studies.  EHe- further -
testified that he 'was not sure whether the rates would drop when thegH\
nonwireline carrier. ¢comes on line but ‘that this would be determined L
by many factors. (Tr- aul ) ‘ . . Lo .
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Further, according to Dr. Selwyn, because of‘the demand forfﬂ“f"‘

”the product ifr GIEM can. set rates at. "market driven" levels it can
‘use its wholesale profit during the monopoly period to subsidize its ?
own retail side of the business. GTEY presented cost studies-which
attempted to-allocate common costs. between retail and wholesale, and ‘
certain direct. costs to retail.- Dr. Selwyn S analysisvconcludes thati.

$00 much of the. costs are allocated to the wbolesale sidet Aceordingn)7”"

6 the. witness, GTEM assumes unreasonably that a retail operation
Vincludes zero additional. capital investment., He also po;nts to
GIEM's allocating retail costs’ on its 50 50 basis between retail
cellular service and the cellular mobile equipment sale-lease '

,“business.‘ He s.ates there is no ractual basis for this.v The

analysas, he points out, assumes that every GTEM retail customer

‘ would rent a mobile telephone set from the ompany, but to the extentws;;
tha* at’ least some customers do ot obtain their equipment rrom GIEM, -~ .
there is an underallocation of retailing cost to the cellular service"T- ;

‘Vside of the: retail activity..‘ R c
He also points to certain errors in calculating sales

comnissions that, if‘corrected substantially increase the costs of'j]pp
GTEM's retail cellular business.‘ Further, the retail startup costsp

dld not include marketing and advertising expenses. . ,
Dr.,selwyn is further critical of the restrictions on the
transferability of cellular telephone numbers contemplated in’ the
| GT?F tarilf. Ir the reseller wishes to transfer~subscribers o the
nonwire licensee s systex, it must’ modiry the telephone number which”‘
is encoded in the PROM chip 1n ‘the - unit. -An easier system using
serial nnmbers is poss‘ble but was not adopted by'the FCC.. Selwyn
‘testified that even under the: present system ‘the. Commission should o
take whatever action possible using ‘the Fcc—approved software to “f
prevent GTEM from causing resellers undue expense'in changing‘rro S
\one system to another-_ ‘ SR ‘ Cowy
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o | or. Selwyn s first solution is to give the resellers thevﬁ”
' opportunity to control a- block of telephone numbers which the

reseller can assign to its own customer. Tbis system could actually B
benerit the: wholesaler because the reseller electing this mode of

operation would absorb a number of costs wbich tbe underlying carrierﬂ”
will: otherwise incur._ rhe disadvantage is that the reseller must o
Ainvest in its own switching equipment and trunking racilities but ifv'“ o
a reseller iS-willing to do this, it gains greater protection for itsvf"'
customer base. . Dr. Selwyn also described the . following approach- ‘ '

"An alternative netnod would permit the reseller
- to arrange for an entirely separate block of DID
telephorne numbders, using a different central
office prefix ('NXX") code, which would be used
by the cellular carrier as long as the reseller
convinued to do business with that carrier. -
However, if the reseller changed to the other
carrier, it could arrange to have Pacific Bell
transfer the DID trunks from the wireline
‘ carrier, for example, to the non-wireline '
) . ‘ carrier, on a 'flash cut' basis. Customers would
_ : still have to cbange the position of the TA/B
Switch'.on their units, but could: retain their
telephone numbers even -after the transfer of
their service from one carrier o the other.

» Dr. Selwyn stated .that this method would not interfere with the
identification of roameru-‘ '

“Unde* this plan, the: reseller would requesb a ,
block of telephone numbers with a different NXX
prefix than that which was assigned to the _
wireline carrier. Instead of associating~tbese
nunbers with the underlying carrier, tre. clearing
house(s) would be advised to associate the
specific NXX prefix code with the reseller
directly. Thus, when the reseller’ elected. to
ckhange %o another ‘carrier, ‘0o additional

notification to the clearing house would have to
be made.‘ ,
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Dr. Selwyn is also critical of certain tariff features
reviewed previously, which in his. opinion, tend to lock in the
'reseller to GTEM. ‘ ‘ :

Dr. Selwyn recomnends that the Commission should "build a

'uv_wall" around GTEM 'S wholesale service activity and sbould require a’ .
demonstnation that, over a reasonable planning period which extendsﬁfﬁ

beyond the pre-monopoly headstart period the wholesale rates would*d‘f
generate a fair rate of return.i Be. recommends that no exemption be

granted for GTEM from General’ Order (GO) 96 in connection with eitherfd"‘

its wholesale or retail tariffs and that all incremental retailin@
, costs should be pnoperly determined thnongh proper allccation ol

‘ joint personnel and other resources to- preclude cn at least minimize fg7'5 a

~,cross-subsidization of the reta l side of the. business witn wholesaleff'

" monopoly profits.‘

'Staff's Presentation. | | , | _ -
‘ Staff witness Mark Bnngardner made several accounting

recommendations the most significant of wnicn is tnat applican** ‘ |
should separate costs by functions.‘ Dr. Selwyn expressed agreement»,

with this. recommenda ion. Bumgardner recommends that costs directly fc

assignable to wholesale be aSSigned to wholesale accounts, that

retail be- directly assigned 0 retail, and costs directly assignable
to - nonntility operations assigned to‘separate nonutility accoun sgw“
Ee furtner stated Teosts: not directly assignable to any of these”‘ .
areas shall be. allocated to the three diffenen* areas based upon sone o
logical allocation method" which would be‘reViewed in audits.j}} R

- Bumgardner further testified tha‘ in h S opinion the'.‘

applicant's resale plan does no~ consti ute a Viable business .

'opportunity fon tne nonwi*eline carrier (that is, the protestant in
' this case which will pnobably become a nonwireline carrie when :
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‘1ioense is- 1ssued). Bumgardner’ekehihed the applicant s revenue and

expenses ror providing retail service to the end—user._ He noted thatf7:

. the wholesale portion or the applicant's operation shows prof*t 1n
the. second year but . the resale port;om, ir analyzed under the same o
condition as for an’ independent reselter,‘does not become-profitable E
until the third year.7 According to Bumgardner this means tha*'any
'reseller who operates under the same conditions as tbe applieant =98

retail °P€rat1on would lose money and. would have to subsidlze itsel"’"

for the ‘first two<years from other sources._ e o
‘ Bumgardner also objects to the prevzously mentioned tariff
provis;ons wh ¢h require a six—month commitment and include a LIFO

policy on numbers. His analysis shows that under cert ain conditmons fﬂ}f

resellers could e forced to- pay substantial aooess.charges which are{‘
not used by the reseller s customers.:;- S o e
Willard A Dodge also testlfied for the st f. He ‘was’ zos ,

crmtical of a2 reseller agreement ohat app icant proposed\in addition‘f
- to. the tariffs. - He viewed the docunent as establishing a subordinate"
status for the resellers somewhat on tbe order of a’ subcontracto SN

Responding to-thxs critloism, GTEM furnished with 1ts brlerffa‘.:'"
. a revised "intercarrier agreement,? intended to ellminate tne |

con.roversy. However, the follow*ng sti’l appear 1n the documew~'? ﬂ;

whick. objection in pr;nciple can be. found in Dodge s testimony;pyﬁfffff'“

K Bumgardner 's apalysis of overall profitab;lity (from GTEM' pro*’”
- formas, ‘which do not separate wholesale and retail,) establishe
it GTEM s development is adjusted to. oonform with Commls ion* rat e

thas

base accounting practice, GIEM'S return on rate base would: sta :"3e;s“

negative 18.46% for the first year of opera.;on and advance A
Positive 73 OTS the fifth year. —_
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The requirement that'the resellers shall = .
subnit quarterly reports tOﬁGTEMjincluding[a
six-month forecast of anticipated new: end—'
users "and then the other Information: that
Mobilnet may from time to time reasonably

. request with respect to each systenm: expansion

requirements and tbis performance of services
hereunder.x

Reseller is’ required to provide the form o*
end-user contract, if any, for GIEM's. rev1ew
and approval. This provision thus include
the statement that the reseller may delete

"proprietary information not relating %o = . |
“Mobilnet's interests” przor o submittzng 1t
for approval.

GTEM reserves the right to establ;sh
standards for advertising, promotlonal, and
end-user training manuals, although such
review is limited to "factual matters™
pertaining o .GITENM's services and the use: of
GIEM's servzee marks and trademarks.

The above restrmctions speeifieally do not
apply to any reseller owned or eontrolled by
GTEM, or GIEMF parent eompany. : :

5. The agreement includes a provision thas ir -
tkere is a conflict between the agreement and
the tariffs, the tariffs shall control. -

Dodge stated ‘that if any of the material in the agreemen._?
is necessary for GTEM's operation, it ought to propose tariff rulesf-
instead of. requiring the signing of such a doeument-x ‘ _ -

Dodge regards the wholesale rate structure wzth "exelu _ve"‘
and "nonexcluslve" rates as antleompetitive and violative of PU’Code,r,
§ H53a. He stated he had no - problem wzth a reasonable s rueture tha*;t

nas. lower rates for 1arger quantities, and stas ed that the Commisszonf-_&f

has frequently approved such diseounts in the past.v;
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Generally, Dodge reeommends applying the same conditions to_ o

GTEM as to PacTel Mobile Aceess in Los Angeles.8 Ihua, acoording to
the witness, the facilities-based carrier should have no exemption
fronm making a 3howin5 in support or'rate increase as required by GO
96. The witness stated he was aware that. during the hearings in the'.v
AMPS proceeding the Commission did grant exemption to resale carriersf
(15 days notice and no showing for increases) on the: premise tha*'
oompetition‘among resellers would suffioe. But sinoe there is no N
competition at the wholesale level Dodge said that cannot.be ‘ﬂf‘; |
applied to-the carrier.. A B ,ﬁ: R
Dodge recommended bloek rates wbich in nis opinion, would:lzﬁ
not dbe so unfavorable to the small reseller.v A table follows
_ ~zllustrating the differenee between the applicant's proposal and
o Dodge s recommendation.\‘ ” ' ‘ :

(8‘Pacrel Mobile Access is the successor to AMPS, the original-
applicant in Los Angeles. . The AMPS decision to which. rererenoe ‘has
been made applies to the operationa of PaoTel Mobile Aoeess in the
Los Angeles area- : . : : ; . :
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wxou:sm RA’.!.‘ES, cmmzs AND commons'

"'Exclusive"' : "'Non—'f:xclus;we"‘ i *j . Recommended .

ACCESS CHARGE - per no. - : ' SR U
50=500 total numbers $3l.25 per mo. 532.25 per mo, T
510-1500. ™ . " - 30.50 e 31.50 v e,so—loo tocu no’
.. A510=4500 " " 29.50" S 30.50 L $30-50 per mo. T
4510 or more = " 28.25 ;" ISR 29.25 B ‘no Jox. more" no's"*_’;“ B

| ATR TIME ‘USAGE = PEAX PERTOD (see note)'
‘250,000 mn/mo or less, ‘ o
toul usage S 80 38 pe: min. $0.39 pex m:.n. g

o.-,‘

more: than ZS0,000 m:z.n/mo e . '_~_ o . . more thm 30,000
toul_usage ‘ - 0.36 pexr min.  ~  0.37 per min.. mm/mo« touib usage
" AIR TIME USAGE = OFF PEAX PERIOD (see note) o coe ne L
‘ total ‘usage. ‘ $0.16 pex MiB.. $0.17 per min. - .
NUMBER' ACTIVM’ION CHARGE $15 each. number 'SIS each ‘numbgr- SI.S each number

'Any or; al:. of. tour sves $7.50 per me.  $7.50 pex mo. 15'..'. semce sz.oo
L R s ‘2nd semcev“zizs
, 3::d service 51.50

" CALL RES'I:RIC’SION G-&RGE&: ‘ : s
Any set of-options $30 nonrecuzrmg
I o ' ‘ charge_

| MAINTENAN cE oF SERvICE CHARGE o
- Pex occurrence . - §25 S 828
- Per non=returned tape . 575 - - $75

mm:mconmc:r FOR NOMBERS . . R
' - 6 months, mo . 6. months, LIFCG- "

. "OVER-S70CKING" oracczssmms S e SRR
S S Minimom 50% £511 (same) ; 'no. cons-r_-:mt of_ » ,_'  BT
S . or’at discretion‘ © 7| this nature- :.s o
of GTE before more S ‘author:.zed L
numbez:s provided;;* : S B

NOTE: Peak Pexricd: 7 AM to. 7PM, Monday th:u Fr:.day o ' i
- Qff-Peak Period: TPM to TJAM, Monday thru .‘E‘ra.day and alJ. d.a.y on .
o - Saturday, Sunday, and 'on New Year's Day, ,Wa.shington's R
Birthday,: Independence Day, ubor ‘Day, Thanxsgn.v:.ng,‘.v :
‘ a:nd C‘hr:.stma.s s
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On brief tne staff essentially agrees with the protestant
that GIEM's rates are not based upon any standard ratemaking
principles. Staff agrees with Dr. Selwyn that. GTEM established a
retail margin to achieve a desired level of reseller entry and market
penetration. It further agrees that at least during the headsta*t
.period GTBM should have no exemption from GO 96.;w

taff's position on GTEM's PP°P°sal regarding the LIFO type's*ﬂ

| provision in a six-mon*h minimum commitment is the same as
. protestant's.‘ Bumgardner ‘sees a tie~in be.ween these provisions and _
the faet that short-run profitability for resellers is questionable. 3

"Tn order- for the resale: plan to be financially
viable for the nop~-wireline carrier it would" need ,
to be either profitabdble in a short period of time *
(because the non-wireline carrier would probably
sell its own service when it came on line) or
would: have to have the' ability to transfer
customers to its own system when it came on -
line. [GTEM's] resale plan accomplished neither
of these requirements.‘ (Exh. 27, p. 11.)

Staf £ also does no avor GTEM s proposal tolhave the L
authority to deny issu-ng new numbers to a reseller if in GTEM'*E
opinion the reseller s overstocked with nunbers.‘ Starf argues tbat
the reseller is already obligated to pay the access cbarge for all

.numbers it ‘has ordered’ whe her. or not those numbers have been sold toﬁﬂ:_.:~
end-users and believes that this is enough incentive for the reseller97*}

to be pruden n the. amount of numbers it orders. : S A
Other tarif' proposals made by *he sta’f are mentioned in -
the Discuss*on section of thi s opinion.‘». . ' .
. Staff also takes a position the same as protestant
regarding the assignmen* of specific telephone numbers to the
reseller.. Staff believes that tbe evidence presented altnough in
dispute, shows .hat Dr. Selwyn S proposal in this regard is“ﬁxtj
feasible. . o ST

The *oregcing review of the presentations of the three mainf[fiff*“

'par es to tbis case is of necessity abbrevaated The issues are
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‘unusually varied and there is very little agreement between GTEY on
.- one ‘hand,’ and the protestant and the staff on the other hand, on
principal issues and on the weight of the evidence presented._n

III. DISCUSSION

‘Regulatorx Framework Generally ‘ , , : o , -
. Before discussing rates, tariffs, and other conditions of r'
 service we. must respond to certain basic questions raised'9

: How should initial rates be established for a
start-up business"

Should standard rate'base ratemaking and
acecounti ng be requi red°-

Is there a- danger that GTEM s proposed .
wholesale-retail structure would not, allow
reseller competition?. Would IRT/McCaw'
proposals solve the problem or would they
cause the opposite problen of placing
‘independent resellers in a. pos‘tion to drive
GIEM fron- the retail ‘marxet

We are- work*ng here ent rely with pro forma projections,
both for expenses and revenues, although GTBM's rate base may be Q
,relatively easy 0 es.ablish because the company has records of its
investment to date and a reasonable understanding of its future
needs. We have reviewed IRT/McCaw’s evidence in detail. Wh‘le it
has succeeded in demonstrating some inaccuracies,in GIEM' '
project‘ons we cannot decide with certainty tha*riRT/McCaw'
,development,is more accurate generally than GT?M's., However, we - S
'generally agree that GTEM'S developmen* includes tne following najo*‘fj5qi
defects., ' o : ‘

1. It is not reasonadble to- reSard the business
of reselling.cellular service. as strict’y' .
incremental, and to decide thateost v
estimates shouId assume zero or negligible”g “

. 9. 'Ihese questions, as. such, were no*' principal :L...sues in the Loe“-y 3
' Angeles proceeding. : N ‘ S

R
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capital investment. . At this early stage or
the industry, that is too: categorical an’

assumption, even though many resellers may ‘be
part of another business. »

Other unrea°onable slanting of costs appears L
in GTEM's development, ineluding. inadeqnate .
allowance: for. advertising, sales, and S
promotion._‘ ‘ _

Total’ income and expenses ’or resellers over
a reasonable period of time were not.
analyzed, and average numbers of revenue- -
producing units were not used in developing
estimates. (See review of Stanton's
test;mony, supra, pp. 21-22.)

ﬂ Finally, there is the problem of separation of wholesale-
reta*l costs. We agree with protestant that GTEM's developmen.ﬁﬁ‘“' B
inadequately attempts Lo allocate costs on a wholesale-retazl basls,f~‘
even tnongh certain personnel or functzons may be serv;ng both.~
‘ ‘ Both staff and IRT/McCaw donbt whether on" this record we
. can institute service as GTEN proposes._ IRT/McCaw recommends .ha'

-either hold proceedings in abeyance until rates can be developed on af R

rate base model -Qr even cons‘der denying a certificate dnrzng
_headstart.‘ IR*/McCaw s regulatory model’ would 1nclude complete
utility-type regulation for GTEM Cboth wholesale and retail) wn
other resellers would be allowed maximum ’lex bilitv.“ S
*Ihls proposal by IRT/McCaw dasadvantages the end—use* bv” ,
delay_ng the service and is not in the’ public 1nteres y Even afte“
its lnception it would be almost guaranteed to run G”BM out o ”.ne .
retail business, since even GTEM’s retail operatlon wonld be subjectj
to the full weignt of regulation while othe* resellers would be gzven;’

_maximum flexzbility. Certaznly under such a system 1t might be easv o
for resellers to<undercut GIEM long enough to attract its custome*s.‘f ‘

This is espec;ally true if any reseller is ‘in a position to be G
-rlnanced by a: well-established parent corporation. Ihe Commissio"‘
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could attempt to stop this but it would require rull utility
regulation for: all resellers, a difficult task from a practical
‘standpoint. ‘ ‘

_ - Another alternative principally advanced by the staff out ‘
also ment ioned by IRT/McCaw TO is. Lo deny GTEM retail authority, a*m;"' |

B least during headstart, o minimize the reguiatory burden.- Staff's@i"
'opening brief states: = '

"Although it . is theoretically possible to
stablisk regulatory mechanisms which would ~

create the equivalent of a competitive: wholesale
parket and prevent cross-subsidization of
Mobilnet's retail operations, the regulatory task
of establishing and maintaining such a ‘structure:
is excessively complex, difficult, and time-
consuming for the benefit of only Mobilnet. The
problen with the: proferred regulatory fixes is
that, unlike the free market, they are not 'self-
correcting. To the extent that any of the =
current projections of sales, revenues,. expenses,
¢tc. are wrong, restoration of the quasi~-free -
market will require speedy, frequent, contested
hearings on a multiplicity of issues.  If the.
Commission is seeking to have general rate- cases
~for large utilities only once every three’ years,
it makes no sense to set up & regulatory - :
mechanism which will require Commission decisions

on complex cellular rate mat ers eveny 3—&
months.™ : : .

We adopt a variant of staff's suggestion as being moso inf
‘the public interest- ve will approve wholesale. tariffs Cas o
specirically discussed infra), disapprove GTEv”s application fo“‘\ B
retail authority; and authorize GTEM to apply for a certificate to¢;fi_‘@|‘
N engage in resale of cellular. mobile service in the name.. of" : separateV'*f‘,’
subsidiary (not simply a separaoed department of itself) This’““‘ o

10 IRT/McCaw s version of this apparently still includes rate-base
ratemaking, while staff would. prefer removing the most. regressive Lo
. features of the - tariffs and commencing service sw:.ftly. R RS o

- 36:‘.‘-;:“, :" ' o
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structure will require GTEM to treat the separate entity the same as
the other resellers and eliminate any superior position which the
GTEM retail organization might otherwise hold over the independent
resellers. The disadvantage of this decision is some possible delay

for. GTEM in initiating retail business.\ However our policy has beenjﬁd“_ B
Lo process nesale certificate applications expeditiously and to 3rantv,‘j ‘
them unless a clear showing is made that a particular application is {17-‘

not in the public interes‘t.'H

| ‘We believe this variation of the staff'srproposaisf.‘ :
than a "wholesale only certificate for. GTEM because,‘while we do notfﬂ
believe any FCC decision bars us. from such a restriction,_we read

those. decisions (and our own AMPS decision) as contemplating a system53.'

which allows the cellular carrier direct access to the end-user
V whenever possible.,ff ' o o - B

| Our decision here is not identical to AMPS but the ‘"“‘
‘ differences are justified by the record and are’ in line with our

. thinking concerning cost. allocations and attendant problems expressedjpf-

recently in General Telephone Company (D.84- 07—108 dated July 18,
- 19843 A.83- 07 02 et al.). The record in that case’ presented the
CommisSion with a plethora of" cost allocation conundrums in’ ST
connection with marketing customer premises equipment (CPE)QfQW€hQ”“
idecided tha‘ ‘the best solution would be 2 stand-alone subsxdiary.__
.comnented (mimeo- pp.«90-91)" :

In D. 8“-06—027 we denied the application of PacTel Mobile Ateess
ror certification as 2 reseller of cellular service. ‘In-that"
instance, however, we had authorized the Los Angeles: SMSA- Limited
Partaership to retalil directly. The result would have been.a'
situation wherein PacTel was competing with its own certificated ,
. partoership. Here we do not permit retailing by the racility—based
carrier itseif. B « ‘ A : : '
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"A separate stand-zlone CPE marketing subsidiary,

. whether a subsidiary of General or its parent,
GTE, will make future rate proceedings far less
complex, even if we allow some limited .
transitional resource sharing. Limited rescurce’
sharing between General and the new strueturally
separate subsidiary means there would de'a Cross=-
flow of billing between the two in some’ limited’
expense areas. This is far more preferable than
General's proposal for quasi-separated operating .
divisions, for they would still entall detailed |
review of accounting;andvallocations over almost
the entire spectrum of test year results of
operations c¢omponents. Given the evideantiary
record before us we conclude it is in the pubdblic .
interest o act now, notwithstanding our recently
issued Q0II 84-03-02, instituted to gather:
preliminary information from all telephone
utilities s¢ we could make some tentative
recommendations to the Legislature (in response
to Assenmbly Bill 2064 and amended PU Code
§ 7902.5). Ultimately the regulatory questions
posed by either integrated regulated and
unregulated. operations or separate subsidiaries
must be addressed on a case-by-case basis. We
eannot say that ordering a separate corporate
entity for marketing unregulated CPE will solve
forevermore all regulated regulatory’ questions or
issues, but we know that while they zmay be 'of a.
different nature there will be far fewer

recurring in General rate. proceedings. That is
progress-

"We concluce structural separat;on OI'General'
unregulated CPE sales, in contrast. to further
attempts at accountzng or ratemaking: separatlon,
'4s irn the best Interests of ratepayers.
Likewise, it is probably in the best interest ¢f
General from the standpoint of avoiding potential

titrust. lztagatzon " )

We then offered General certain guidelines on separaeion,
which allowed ce“tain parrow exeepuions Lo full separation.,'
Bssent;ally, sharing ©of resources was allowed for.

e
[
v
EEI
v
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1. Corporate officers, directors, and'-h"
: headquarters and support staff. -

2. Legal and accounting support for a period offw‘“‘h
two. years- : , :

3. Customer billing.,,‘ | :

We-are uncertain at. this time whether such exceptions are
'equally appropriate for the stand-alone reseller business. We will
make that decision. when the: reseller application is filed but we R
wish full separation (physical and rinancial) ror working level or o
operational activities, and ir the applicant proposes any cost-t-‘
sharing at’ the executive level or for. specific support services, it
fwill bear the task of showing vhat exemptions from full separation
will: not burden the Commission with exactly the kind of cost .
e allocation and cross-subsidization issuesrwhich we: are attempting tof
_ avoid. ‘ I | o : o ffﬂ\ |
| o lhe system we—adopt recognizes the realities of the
1institu*ional hostility between IRT/McCaw and GTEV, which was e
surmarized previously. -The pub ie does not benefit from adoption orjf
any‘regulatory'system whick is likely to pr oduce a duststorm of
S tariff filings, protests to the' ’ilings, complaints, cross-;] ‘
'complaints, applicati ons, counterapplications, etc.t In addition to
the pub ic confusion emanating from such an situation, we are not

_ staffed to oversee matters properly i such a: scenario oecurs._ Our'pﬁl

solution eliminates the _ikelihood of this by placing GTEM in a
‘posi on in which it nust treat all purveyors to the end-users
equally.: , | : S "‘,
o Regarding ins tution of rates, we agree with the staff

'tha‘ serviee should commence as soon as possible because of the | o
- demand and that the mos*-appropriate way to do this is”to remove« ,Jp“
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‘ from the proposed tariffs the worst’ lock-in reatures, change the rateffi%fﬂyf
blocks to favor the small reseller more and otherwise mcdify GTEM' |
proposed tariffs to make them acceptable for the present-‘ We ‘
disagree with IRT/McCaw that even temporary use of "market driven"
rates. is unreasonable in 2 regulatory situation dealing with a
startup industry- Dr. Selwyn s alternative of immediate imposition TR
of traditional utility ratesetting might require higher initial rates‘r' “
to cover expenses and. a reasonable return over ‘the’ first few years
while the customer base is developed., This would not benefit the
consumer or the industry._ Nor aslthe staff poznts out, is there
sufricient data or staff’ personnel to begin such regulation :
immediately. ‘ S S s . S R S

| We will al low'wholesale rates based essentially on GTEM' REIEN
market projections and cost estimates to go into effect-i? We o ,
will, however, requ*re rate-base, utility—type accounting o begin inil“”
1985.‘ This will allow us,- once ‘the cumulat ve break—even po-nt is_ .

) reached to assure that the re urn for the business is reasonable andlf”

commensura te with risk. ' S : .
- Such,surveillance is necessary for two: reasons.” The 'irst :
is that projections by the soaff (see—discussion of Bumgardner s ) VH‘
development) demonstrate the possibility of excessive rates: ‘of returngfr

after a few years. We ‘have.a clear duty to preven*'this (PU Code
§ 51). After ‘beadstart, there may also be the need to preven“ T
unreasonab e price competition between the two cellular providers,

l which in the long run, would benefit neither the carrierS‘nor"the
DUbliC-r ¢ P DR : e . : A ¢ o

Lo 12 Specific modifications are discussed under the heading "Rates Nt
and Tariffs.” Rt | P
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‘ While‘applicant and the resellers view-cellular mobile T
‘service as business-oriented and not in the same category as basic j:~"
telephone service it should not be regarded permanently as a

: carriage trade item, and, in the long run, rates should be
established S0 that while there is a fair return to wireline and
nonwireline providers, the service is available as widely'as ‘ )
possible.; Considering the history or telecommunications generally,,,.{ o
it can - be seen that today s "luxury" has a way of becoming tomorrow' '”rg R
necessity. f‘ S | - : SR S
T We cannot decide now whether fu’l applications ror rate :
increases will be necessary in the future with a duopoly ra her ..hau
a monopoly, ‘we have no . economic information at hand with which .o
make that decision. ‘For the present we. wil’ require. '

1. Advice letter £ilings for tariff changes, |
with cop_es served upon” the resellers.‘

2. Annual reports using standard’ utility rate
base. accounting, commencing with the 1985 -
calendar year (that is,- year-end reports
based on recorded data). | ,

3. Pro forma. estimates for each current year
_ ‘based upon the first six mon hs' recorded
data. .

We recognize that’ acccunting systems for traditiona’ landl
telephone cozpanies may not be suited for GIEM and other similar-‘.
companies. The Evaluation and Compliance'Division should developz
appropriate accounting requirements after obtaining input fron
‘cellular—providers._. ‘ o Sl L,.‘_, R
| o It should be apparent from this.discu sion that we consideri“
| GTEM's request Lor exempt ion from GO 96 to be unmeritorious.gyvj o
_ Exemption would. not pernit proper regulatory surveillance, nor woul d"*l
,\it allow a. proper opportunity“to protes* ariff filings. Hf{,,” .
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In closimg on this subjeco, we will add that it is our
in ention to treat the wireline and nonwireline carriers in this-'
marxet equitably.‘ When the headstart period concludes we will
reexamine the “separate reseller entity" concept. We will also o
investigate what degree of rate. rlexibility should be in: place whenff
'two carriers are operational. We will of course consider the :
interests or the independent resellers and the publ‘c in reaohing
]that decision-‘_ L : ‘ L e e

Thi° decision does not establish a rule that in all ruture |
cellular. applications, a separate reselling organization is
necessary, but if problems similar to those in this application are
f\encoumtered ‘we' ‘may follow this result. Nor does the foregoing
discussion mean«we have prejudged the merits of any application by a
GTEM subsidiary for cellular resale certiricate.' v :

' “he'Reseller Contract ' e HEEE ) S o .
‘ - As- discussed under the heading "Stafr's Presentation;" the

'starf (and protestant as well) ‘object to the "intercarrier agreement”;;*if

(a Tormal coatract which GTEM wishes to require each reaeller to
sign).‘ SN . e L _

raised by the. parties and- the ALJ. It states on. brier that Go 9o .
| ontemplates such agreements and" that they are customary.l Further,
GTEM argues that it must have the sales data and forecasts to meet
demand without at the same time overexpanding plant.‘ . - ‘

While the iorecastimg problem is the best argument in ravor*"
of the agreement there are compelling,arguments against it. We do
n0t wish to exclude GTEM . (or at least its parent) entirely from the ‘
’resale business.v When a. subsidiary is established query whether thef'
, other resellers will furnish accurate information, or whether they
will be suspicious of its‘use and resist diselosure, or seek to ,
mislead GTEM.‘ This would then become a policing problem putting a
rurther drain on staff time and possibly resulting in th hatened

GIEM regards the redrarted agreement as meesing obdections R
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‘cancellation of service and formal complaints. We believe GTEN is
capable of performing its own market research “and do not deem
"quarterly reports, ete. from resellers necessary. (GTEM‘may, of
course, seek information on a voluntary basis ) A
| Ibe provision requiring the reseller to furnish the end-~v
user contract to GTIEM. for approval and that whicb reserves to GTEN
the right to establish advertising and promotional standards for
resellers, even though limited to "faotual matters,# are not,f ﬂ.‘ ‘
appropriate.' Ibis Commission,‘not GIEM regulates the resellers, who‘%
hold certificates as- telephone utilities rrom us._ GTEM may file
tariffs whlcb require the reseller to furnish a form end-user{f— .
contract to it and~to the Commission. If contracts contain matter

objectionable to. GT?N ‘and negotiation does not solve the problem, lU o

Code § 170713 is available. GTBM may also fdle proposed tariffs Hj'
designed to' protect the use. of itsvtrademarks and to prevent any
misadvertising by resellers of tbe system srcapabilities and uses. ' ‘

Fina’ly, the revised agreement still includes tbe provision‘;
that ‘the tariffs control if tbere is a conrlict between the cont aet
and the tarif‘s- Since the contract does not also contain any

provision under which GTEM agrees to forbear from filing conrlictingl‘.“

ta*if‘ provisions, there appears to be a want of‘mutuality of
obligation possibly rendering the contract illusory. In Mattei v »
‘Hopger (1958) 51 Cal 2d 119, 122 (330 P. 2d 625) it is stated”as a
f‘general rule tha* when the parties attempt to make a contractx,jf-

13 "Any pub’ic utility may - complain on any of the grounds upon ‘
which complaints are allowed to be filed by other-parties, and the -
same procedure shall be adopted and followed as in other cases, - -
except - that the complaint may be heard ex parte by the commission or
may'be served upon any parties designated by theucommission "‘“Q,
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. ..where' promises are exchanged as the consideration, the promises
nust be mutual in obligation. In other words, for the. contract to -
bind either party, both must have assumed some legal obligations.'
Without this mutuality of obligation, the’ agreement laeks
consideration and no enforceable contract has been . created.ﬁ1g

- The. objectionable features of the contract lead us: to the’
- ¢onclusion that it must be: disapproved._ It attempts to allow GTEM to
‘ take over some of the- regulatory functions belonging,to the _
Commission. It is a bad bargain even for GIBY because it may be I
unenforceable, at least if tarirfs are filed which negate some of’its “
provisions., o : o

Staff witness Dodge testified that the carrier in Los

Angeles~had proposed no such ccntract but instead had compiled a user-f'v‘

friendly manual ‘the tone: and content of‘which serve’ the purpose ol
enlisting the reseller s cooperation and explaining how the reselle~ o
can’ get the mos* benefit out of the. system, operationally and _
-financial It is d‘v‘ded into topical sections, and is essentially
a hands-on, hcw-to-do-it booklet clearly written and free from

jargon. We will direct GTEM to produce a similar manual._ It may
include warnings about such matter as misuse of proprietary , ,
informa tion or a reminder on how long overdue bills will be. tolerated
before service will be discontinued but it is. better practice in
our. cpinion, to summarize such matter'in ord nary English with L
reference to tariff pages rather than to print tariff‘language in ﬂ"‘

,_1h This language was quoted with approval in Bleecher v Conte TR
(1981) .29 Cal '3d 345, 175 Cal Rptr 278. See alse WitKino, Summmary . of_y

Cal. law, 8th ed. Contracts, §§ 170, 174, and. 175. This defense to:

validity is not favored and most cases,vincluding Mattei v Hopper: and

Bleecher v Conte, result in findings that the. contract in question-

was enforceable. The genera’ rule is, however, very much alive’w”.

;.
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rull._ If GTEM is not certain what is desired assistance is
available -from personnel ‘of the Evaluation and Compliance Division--_
This Commission wants the cellular RTU system to. work well
and to attract customers so that it is reasonably profitable., We;xy
. believe that for this to occur, GTEM mus while protecting its own
legitimate interests, adopt as rriendly an attitude toward resellers
as possible and treat them as customers rather. than as adversaries.-
‘Our'choioe of regulatory framework and our ruling on the contract
issue are designed to accomplish this., ‘ '
Rates and Tariffs ‘

Since we are disaoproving this application to the exten.i
'that it requests-direct retail au.hority for: GTEM this discussion L
need concern wholesale rates only.' Ir GTEM or. its parent establishesm"r‘,
‘a separate entity and if a reseller certif*cate is granted to it thea""‘
wholesale rates and tariffs es.ablished for GTBM will apply to that
‘j‘separate business to the same extent as they may apply to o her T“*
resellers.« S S ' T A L
LIt should be noted ‘that, while IRT/McCaw presented detaiiedﬁ}”“ff .
evidence on costs underlying rates, it offered no exhibi conta ning'ff*a”m']
a developmen* of ‘any alternate rate plan. While this application wasff“‘
placed on somewhat of an accelerated schedule, IRI/McCaw might have '
‘anticipated that, in view of demand we would wish to avoid delaying fi
‘institution of the service if any other alternative is available- Ve
believe iRT/NcCaw has surficient experience in the business to f'h
prepare such alternate rates, had it chosen o do so, and is now An
no position to complain that our approach is to«make the best of ;he‘ﬁf‘
record at hand in order Lo, allow operations to start.?s o B
o _ We turn now to specific tarif’ issues and what we believe
N to be the best solutions to them,based on the record.-nr.._,fv'

. 15 Applicant estimated during hearings that, assuming a prompt
decision, service could star. early in 1985.- ‘




" R.83-07-0K  ALJ/vel w' |

- Exclusive and none'xcl'ﬁ'si.ve‘rate' bands. For reasons
- advanced by staff witnesses Dodge and Bumgardner we. reject separate
rate bands for resellers dealzng exclusively with GTEM and for those

- not doing 50. These were not found necessary in AMPS and we believe

that volume discounts, it correctly set up, plus minimum contract -
‘periods, are adequate to ‘control undue fluctuatlons in demasd, and |
pressure:’ on GTEM’to—make excess pnant 1nvestment- GTEM should '
'command loyalty of resellers by offering good servzce, not demand it
by too many lock-in provisions.TG‘ We recognlze the’ adverse
\competitzve position of IRT/McCaw and ;ts desire to'transfer Its |
resale customers as rapidly as possible to its nonwireline business:“
~ when it is instituted dut lock-in tariffs which are too strong
'punish the remaining resellers. . o s o
Access. charges and air time usage. We adopt Dodge s
‘rate blocks ror access cha*ges and his air time usage charges because;

we believe the swall reseller should receive more favorable treatmentcf 

: than under GTEF's proposal. (See table of wholesale rates, above,
‘which conpares GTEM's and the staff's suggested rates. ) : "

f ‘Enhanced services. GT”M proposed a fla* charge'for any ‘
or all of the four services (call forwarding, call dzvertlng,)call
waiting, and three-way calling). Dodge s proposal which establishes
a scale of charges based on how many are ordered 1s,lhe sai”'“
:to the consumer and more customary..g , «' : :‘ ;

In response to Dodge s recommendatzon GTEM argues that it

o in its closing_brieftt"

-16 At one'point in his testimony, GIEM's witness Blair stated that

GTEM "recognizes the substantial value in having the undivided C
“loyalty of its resellers." He stated, "This value inures as we’l Lo,
the benefit of the reseller."” (Exh. 1 p. 20 ) : Do

wishes to package the services for marketing reasons, and points out,§t]'_yi
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"The pricing of such services by GTE Mobilnet .

. Should not be compared with the pricing of such ‘
services by a landline telephone company,
however. The pricing of such services by a
landline company inveolves only a flat rate -
price. On the other hand,  such services when.
offered by GTE Mobilnet have two rate elements:
The flat monthly rate of $10.00, and the usage:
¢harge which Is incurred whenever the service Is
activated. The call forwarding service, for’
example, would Involve two usage charges. The
user could program his cellular telephone so that
calls to his cellular number were redirected, ror
exanple, to his business office. Usage. charges
would‘be incurred. on the call to the cellular:

elephone, and on the redirected ¢all from the

cellular telephone to the user's business
office.  Because there are in fact two rate.
elements (flat rate and usage sensitive) involved
in a customer's use of the enhanced services,. andp
because of the marketing reasons discussed at '
pages ua-so of Applicants' Main Brief,.
applicants' proposed -flat rate -charge of $10. 00
for any:ior all enhanced services should be :
autho*ized "

With this exp anation, we will allow GTEM’to price the
services as- proposed., Iz they do no* "sell" well we assume
'applicant will consider revising its . thmnklng on offering a “package.

_ , Maintenance charge.« We agree with GTIEM:. that such a 3
charge is just*fied to prevent excessive or frivolous maintenance f‘
demands . by lnexperienced resellers, and will author;ze it at the
level ($25) and under the conditions proposed by applicant.

Minimum' contract period for numbers. Tbese proposed
features p*oduced heated debate. Applicant and protestant,eacb
offered evidence which stressed worst—case scenarios adverse to
themselves.v Certainly GTEN may legitimately claim concern over now
it can serve its customers onr an economical basis if demand
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fluctuates rapidly, and can also recommend that we allow it to adopt‘

tariffs designed to alleviate pressures which might cause excess
- plant investment. - The issue is how we ‘balance those interests ,
against those of the resellers, who should be free from excessive _
lock-in provisions after the headstart period.; we choose Dodge s and’t
Bumgardner s recommendation that we adopt the same 90 day notice |
wprovisions (with no "LIFO™) that are in place in Los. Angeles-»,- |
'~ wOverstocking® provision. We. agree with staff witnessfp‘
Dodge that this,is super'luous to the minimum contract provision.
will not authorize it. Even with a separate reseller entity, isa"
| could have. anticompetitive effects and lead to disputes. -
‘ ; Other staff suggestions. On. brief staff recommends

that tariff provisions be added. which cover notice to subscribers,
' options for customers in handling disputed bills, and that the
holiday tarifs exclude Memorial Day which has not. been considered
holiday for rate purposes.- These additions and changes are
reasonable.‘ There. are also - minor changes,to GTEM’s.service deposit
tar*ff which include cross-references- Ihese are also reasonable. ,
‘Accounting Recommendations S J e |
| Recommendations by stafr witness Bumgardner which are not
-previously discussed and which do not relate to’ the wholesale-retailf

cost ‘separation Problem or to- other issues which are disposed of77
are. as follows-“]j : ‘ _ , ‘

17 The summary here does not include his major recommendation that
applicant must be fully staffed and economically self—sufficient,;”,
- since GTEM has eliminated the issue’ by subs ituting itself for the

‘ original subsidiary applicants.. . :

JI

- 48 =
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1.

GTEM should be required to maintain a
subsystem of aceounting records in- suoh a
form as t0 show separately the results. of
operations (plant investment, depreciation
reserve, operating revenues, operating
expenses, etc.) for the San Franeiseco/San .
Jose cellular geographical. servioe area.
This subsystem of aeeounting reoords
should:

a.. normalize investment tax credit CITC),“

b. normalize. accelerated cost reeovery

system (ACRS)'~ A -
c. flow'through all other tax deductions,”"

' separate out: dues, donations, and
contributions in a separate aeeoun

separate out" fees or costs paid to
affiliated companies,

separate plant under construetion from N
plant In service, except for projects .
that cost less than $25,000 or: take less’
than two months to constiruet. whioh shouldf
rexain in plant-in-service. -

acerue IDC on plant under construction )
using the IDC rate developed using. the
IDC fixed. formula oa’cula*ion' '

separate ous interest expenses into a
separate’ aceount, and".

Follow all other. accounting requirements
of this Commission which are prescribed
for telephone corporations.

GTEM should be’ required to revi ew its IDC

rate on a quarterly basis to emsure that the\
rate i1s still applicable; should. there be a

change of 25 basis. ‘points or more a new rate

should be set. The rate should be limited to -

a ceiling of one~half of 1% less than the
te of return authorized by this
Commission. :

GTEN‘should conform to- all of this

Commission's reporting requirements;
including GO 65, GO 77, and GO 104.
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G*EM's only objection to accounting requirements concenns
the issue, previously discussed of saddling its- retail ”side"vwi h

accounting requirements wnich do not apply to otner resellers.p 1r an R

_ application by GTEM or its parent to resell in’ tnis area through a .
separate entity is approved that entity will be tneated equally withgf*
the other resellers. The above listed accounting requirements are
not. objected to, appear reasonable, and are adopted If item 1*
causes any pnoblem because our ‘ageounti ng requirements have been

basically conceived for landline telephone companies applicant and L

the Evaluation and Compliance Division (and other cellular carriers)‘
should work together to develop a diff erent and more suitable 1"er‘rzza*"“i
for'cellular operations.- (Cf.,previons discussion on vhis point ﬂgf .
“under. the heading "Regulatory Framework Genera’lylf) o

The' Problem of. Assigning
Numbers: to Resellers

- The principal parties apparently did not realize the
.sericusness of the dispu,e on this is sue prior to hearingn., Ine
resu’t is a wide divergence of opinion between technical wi nesses on

~ the capabili ty of Paeif ¢ Bell's system, in tnis regard. At the same"f

. time no party ofrered a witness or evidence from Pacifie Bell. wnich
is oertainly in the best position to know who is correct-; Paeific
Bell it sel’ partieipated only as an interested party and was j“* _
apparently surprised by the issue. Wbile it. presented no evidence,
‘it filed a short brief on tne subject. stating tha* adop ion of Df
Selwyn s "alternate" reeommenda ion is feasible (separate Nxx codes

fo* rese’lers affiliated with the nonwireline cellular applieants).;aff,"

, Pacific Bell cites heavy demand on’ the finite number of‘Nxx ;‘_"_
: prefixes as a. major reason it opposes assignment of telephone nunbe*s :{jw\

directly’ to IRT/McCaw on other resellers.: Ihe brief states-ggf




A.83-07-04 ALJ/vel

Pacifi¢c Bell believes that further evidence .
is needed to prove that IRT has the ability
to switek calls in this manner; Mr. Trout's -
unsupported statement is insuffmcient.

The Federal Communications Commission and the

California Public Utilities Commission
("Commission™) both expected that cellular
systems would be interconnected directly to
the landline telephone: network. ‘
Interconnection via a third-entity seems
unpecessarily cumbersome and presents
additional problens tonthe.regulatory
agencies. For exanple, Mr. Trout suggests
that GTE Mobilmet should charge different
rates for customers interconnected in this
way; also, the regulatory agencies would have
to ensure that any third entity that proposes -
to provide interconnection is in fact capable}'
of doing 50.

Pacific Bell would prefer eventually to
intercounnect all large cellular systems by
means of tandem 1nterconnection. ‘For large
volumes of calls, this is a more efficient .
and less costly method of interconnection, .
which ultimately provides better NXX code’
utilization.. Tandem interconnect;on, R
however, requires diserete NXX codes; this is
one reason why Pacific Bell has agreed to the
initial assignment of several NXX codes to
the Los Angeles and San Francisco/San Jose
systems. These initial assignments will .
minimize later number changes when. tander’
interconnection i{s achieved. The IRT =
proposal, in contrast, would mean_tnat all
customers interconnected by IRT would later
‘need to have their numbers changed to
accommodate tandem interconnection.“.

The IRT proposal is, in essence, a’ parnial
bypass of Pacific Bell's local network. See
Ex. 20, pp. 11=12. The Commission: has,’ in
Decision”&k-06—113, forbzdden intraLAIA

.5/- ,
i
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competition in voice message transmission.
IRT's: proposal is nothing more than a
modified form of intralATA competition, and
should not be permitted-‘

"Mr- Trou* recommended direet’ interconnection to '
IRT in order to avoid alleged problems in
transferring numbers (Ex. 20, pp. 12-13). |
Pacific Bell did not receive a copy of Ex.‘zo
until August 10, 1984 'and thus did not have an
opportunity to rcspond to it during hearings,
Pacific Bell regrets any difficulties. IRT may
have had in transferring numbers on’ this one
occasion. . For the purposes of this Reply. Brief
it is sufficient to note that either of Dr.

Selwyn's proposals will require a number. transfer"‘d

and/or a- customer number change. If numbers are
assigned to!IRT out of different end offices,
they will have $o be transferred by IRT when the
MeCaw systenm begins operation. ‘Later, when |
tandenm interconnection is achieved, the
customers' numbers will have to be changed. If

NXX codes are assigned to GIE Mobilnet' for use by

the resellers affil;ated with the non-wireline
cellular applicant, the numbers involved will-
have to be transferred later .£o the McCaw system '
but the customers” numbers will not have to be
changed " : _

The brief concludes by stating tnat for tne reasons .

_ enumerated, Pacific ‘Bell has agreed to. assign one NXX per NPA Carea .
code) for use- by GIEM in serving resellers afflliated with the
nonwireline cellular applican* (IRT/McCaw) during headstart.__n"“,

The record is not sufflciently developed for us to decide _

that Pacific Bell is wrong about its own system 'S . future needs or itsi

If Pac¢ific Bell's nmethod. or handling the" problem _

E proves inadequate in GTEM's or IRT/McCaw's opinion (or in the opinion

of any other reseller) the dissatisfied party should file a separate
application or complaint on. this subject alone, and shoul‘,serve 1t
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upon Pacific Bell any other affected landline or cellular carrier,;l

- and any reseller in the same cellular mobile service area. ~Any such B

application or complaint must show‘that attempts were made to
negotiate a solution prior to filing.‘
-Findings of Fact :

Restructuring of G?EM to incorporate the two subsidiaries
into the parent corooration and’ to make the parent the managing
partner meets the requirements or the AMPS: decision._ S

2. Commission Resolution I—10855 CAugust 1, 1984) completed
environmental review or the proposed cellular mobile radiotelephone
system, and no further action is necessary. ‘ S

3. The interconnection agreement between GIEM and Pacific Bell?
is reasonadle and in the. public intere t. ' _

4. Design and capability of the system are satisfactory.._

5. Since GTBM's proposed operations constitute a startup ,
business, and’ since revenue and expense projections are entirely pro"
forma,’ it is reasonable for the presen* to employ mar keting ‘
*projections o set rates, and rate-baso ratomaking should not be
instituted immediately. However, rate—base accounting should be
'reQuired beginning in. 1985. o .' ‘u' ST

6. GTEM's wholesale-retail rate proposal is based upon a cost
developmen. wnich views its own proposed retail business as
incrementa’ and as requiring zero. or negligible fixed investment. .

7. GTEM's estimates view. competing resale businesses as add-on
~or incremental requiring little or Ro’ fixed investment and the ' |
estimates do no. include. adequate allowanee ﬂor sales, promotion, andﬁ
advertising._ S , L ‘i DRI .

- 8. GTEM's methodology of cost assignment is unreasonable in
that it makes an inadecuate a tempt to aSSign costs directly to the
“wholesale or proposed retail sides of its business.;'
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9. At this stage or development or the industry, we cannot
- make the categorical assumption that the cellular mobile retail
business, whether or not it is the carrier’s retail side or the
‘business of an independent reseller, should be seen . as. purely ,
incremental or that a company having such business as.its principa‘
(or sole) runction cannot compete efficiently." S
10, GTEM's cost and rate development does not afford us the
" basis for establishing a retail side. for GTEM's cellular mobile
service with assurance that independent resellers could adopt a’
similar rate structure and remain in business, because if GIEM'*l
retail retura is inadequate, it can remain operatlonal througn
subsidizat on, wnile tnis may not be true for competing resellers, |
unless they are also subsidized by well-financed sources, or by otnerin
profitable business lines. - R : - T e
11.  The solution to the problem in the preceding finding
proposed by IRT/McCaw of £ imposing relatively rigid regulation for
>.GT”M's retail operation wnile allowing independen. resellers j
flexibi’ity, is unreasonable in tnat GIEY's ability to respond to..
competitive challenges would be inadequate, and this could result in‘”
driving GTEM from the retail market. - L ‘:'ﬁ‘“.w '\,. a
12. The costing methodology and" regulatory proposals of the
applicant and the counterproposals of IRI/McCaw, demonstrate that
the parties regard each otner solely as competitors, and tha* GTEM ,
views independent resellers generally as competitors rather than as B
customers., This is. undesirable for the end—users and for the
: Commission in that it may lead to'a, tariff war'and numerous other |
actions and reactions by various companies serving the public, which"
S will make the system confusing for the public and impossible to
o regulate efficiently- G NS
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13; “Based on’ this record the only reasonable method available
to us to eliminate the problems mentioned in the preceding findings
‘which will also allow service to begin promptly is. to disapprove ‘
"GTEM' retail tariffs and to restrict its direct operationsrto the '
wholesale business, but to-authorize it to file an application,
. through a separate subsidiary, as a reseller. Sl
4. GTEV's ubolesale tariffs and rates, although developed from
marketing data and not rrom utility-type rate-base methodologies, are
__reasonable for a startup business but contain the following
. unreasonable provisions' . o
o Exclusive and nonexclusive rate bands- o

“ Access. and air time charges which unduly ‘
disfavor the small reseller.

An unreasonably long minimun contract period
- and'a "LIFO" provision-‘,;..

An- "overstocking of numbers” proviSion whicb
is unduly anticompetitive.‘-

v,Staff's recommendation ‘on elimination or—modification of those‘r
provisions, and the additional staff recommendations on notice to
; subscribers, options ror customers in handling disputed bills, and a _
:arevision te the holiday tariff are reasonable and- should be adopted.,
5. GI”M's cbarge for service calls and *ts proposed tariff for
'enhanoed services are’ reasonable and should be adopted.vv~q‘4ff* ‘,‘”
| 16.' The proposed (revised) intercarrier ‘agreement wbicb GTEM

would require resellers other than its own reselling.side to Sign is j
unreasonable. ' :

TT;_ Starff's recommendation that G*Ev‘be required to develop a
-user-friendly manual for resellers is reasonable.‘, S
18. Staff's accounting recommenda.ions are reasonable and
should be adopted -~ It is also reasonable to require rate-base, N L
. telephone utility accounting to begin in 1985 witb requirements.and
reports as set fortb in the Order.;,'
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S 18. Telephone numbera ahould be/made available to resellers in
accordance with the recommendation of Pacific Bell.‘ If, after ;

‘attempted negotiation, any party is dissatisfied wi h this LV o o
arrangement, it should file an appropriate application or complaint IR
- as set rorth in the Order.- ' : T :

20. The interconnection agreement between Pacific Bel andﬁGTEM
is reasonable, and. ohould be- approved- ‘ -

21.‘ -Applicant should be subject to the user fee an a percentage
of gross intrastate’ revenues under Public Utilitie« Code §§ “31-&35._
The fee *or the fiscal year . 198&-1985 is .15. ' e
Conclusions of Law ' o o d# e

1. Public convenience and neceaaity require granting this

application to ‘tke extent and under condi ionsi'set forth in the: Order.,;'-f

o 2;A ‘Because or public demand for the aervice, thie deciaion
should be effective immediately to obviate any further delay -n

_ constructing and operating a cellula* mobiie radiotelephone aervice

in the San Francisco—Oakland and San Jose area

~IT IS ORDERED that: - | o |
1. A certificate of public convenience and necessity ia

-granted to GTE. Nobilnet. Inc., and the renaining partnership

interents (GTEM) to" conatruct and operate cellular mobile .
telecommunicationa nystemn in’ tne San Francisco-Oakland area and in
the’ San Jose area. ' ST e T : ‘“
2. On or arter the effective date of! this order, GTEM is |

authorized to rile wholesale tar*ff'schedules in accordance with
Exnibi 19, modified in- accordance wi £h staff recommendat ons
(Finding 1)y, The £iling. ahall comply with GO .96 and ahall be.
effective not earlier ‘than' 5 days after. filing. ', S

f,33. GTEM shall notify the- Commission in writing of'the day it
conmences service.,H‘j‘-' - c ~ NSRS o
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4. Prior to commencing operations, GIEM shall develop and have‘J”

ready for- distribution a manual for resellers in accordance with the
discussion on this snbject in the Opinion.\v

5. The interconnection agreement between Pacific Bell and GTEM,p‘
is approved- ‘ ' )

6. Numbers for resellers shall be provided in accordance with ;;

‘the recommendation of Paciric Bell.‘ Any party dissatisfied with.thatg‘f
arrangement may, after negotiation, file. an application or complaint
on that separate subject serving copies of:it on all resellers An-

the area and a1l affected telephone (landline) utilities and cellularfi’ L

‘carriers-,\“ T , e : ‘ /-ogw‘a.“'
o Te Beginning'January 1, 1985, rate-base, utility-type
accounting shall be reqnired for GTEN-V It shall*" o

a. ‘File annual reports as required for telephone
‘utilities.

b. File annual Pro. forma results of operation ,
reports employing 6 months of recorded: data,

due date for such reports being October A of
each year.

‘¢. Follow: staff's accounting recommendations as -
- set forth in the Opinion._

8. On or after the efrective dat e of this deoision GTWN is :.
- authorized to apply for authority to- conduc* bnsiness as a reseller]
of cellular nobile radiotelephone service through a separate

3 subsidiary. R o ' '
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gi_‘l" i 9.'

Appl;cant is subject to the user fee as a. percentage.of.:_”.

gross *ntraatate revenues pursuant to-Public Utzlities Code
§§ 9437-1¢35- ' L s : «
10. Except -as granted this application is denied.-
o This order is e’fect;ve today.;,‘ : L
Dated November 7, 198“ at San-Francisco, California.v

. VICTOR CALVO
.LlPRISCIDLA C-JGREW
" DONALD" VIAL

;W*LLIAM T BAGLEY
‘ Commiasion@rs

cmm et TRIS chksﬁon
wns APPT 0, 7Y THE ABOVE
CORLSTLYL .....»;_,,.o;.o.y .
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APPENDIX A

List-of-Appenrances

Applicant:  Andrew T. Jones and Iheodore L. Lindgren, Attorneys a%
FLaw, for GTE Mobiinet of San Francisco Limited Partnership and

GTE Mobilnet of San Jose Limited Partnership (see footnote 11 of -
Opinion). , _ o

' Protestan Dinkelspiel Donovan & Reder, by David M Wilson, forf

Intrastate Radio Ielephone of San Francisoo and McCaw/Intrastatejf
Cellular Systems. :

Interested Parties: Margaret deB. Brown Attorney at Law, for
Pacific Bell; Roger P. Downes and Steven N. Wilson, Attorneys at
Law, for Pacte’ Mobile Ac¢cess; and Graham & James, by James
S ueri, Attorney at Law for Southwestern Bell vobile Systems,_
Ino. o - Sl

[N

DOdEez Jr. ST N

' (END OF APPENDIX &)

Commission Staff. James E;~Scarff;*Attorneyjatftéﬁg:andiﬂgﬁiérdmﬂlfﬁ“‘

‘
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The witness stated that the. tariff is designed as an
incentive to resellers to promote the use of the service-r The ‘
minimum of 50 numbers and sales thereafter in blocks of . 10 follows C
the structure determined appropriate in the AMPS decision.; The o
actual rate structure is similar to that in ‘the retail tarirf.,
‘exclusive reseller who has ordered from 50 to’ SOO numbers would incur
an access: charge of $31 25 per number per month‘with a peak usage
charge oi 38c per mirute and an. off-peak usage charge of 16¢ peviu;

. minute. Rates. for nonexclusive resellers are slightly hi ‘
same optional services are available under the wholesale/tariff but_
‘the rate is s’ightly lower. B ‘ _ o , o
- Regarding service,’ Forbes tes ified that' TEM will respond
to trouble reports fron resellers, but if troub", is round in the
‘mobile telephone unit rather than in the cell ar network ar charge
of $25 per occurrence will be assessed. On‘cross-examination he o
testiried that this is’ to discourage exce sive service calls by the
resellers and keep costs down. He beli‘ es that this type of tar
provision will cause, resellers to che carefu’ly before reques*ing
‘GTEN to investigate trouble. : | EURTEEI

G”EY will also furnish bj ling tapes to resellers so that~4'
they may. b4l the. end-user custom rs. There is a charge of $75'forf
each billing tape which the rese ler fai’s to return, because the
' tapes can be. reused.gpf‘ ‘ : * 1 o , e _
| , There is. also a cal): restriction feature available for a'
$30 nonthly charge, to prevent misuse of lines._ N .

' Robert Rizzari, G; ?M's controller, testified generally asm
Jto GTEM financing.ﬁ That Bprtion of his testimony devoted to Coe
profitability under propo ed rates was the subject of controversy.




'In the opinion of the witness GTEM's
projections grossly understate staffing

levels of resellers, salaries, commissions,‘
and other expenses.‘

According to the witness, while GIEM s
projectzons purport to.show that the tariffs
furnish an attractive business opportunity - -
for potential resellers, they do.not analyze ..
total income and expenses over a significant
period of time but only a’ single hypothetical:
month, and this analysis omits egpibely the
estimated costs incurred by th eseller in
putting units into service.

GTEM's analysis did not use/an average: number
of revenue. producing units’ during the first
year but. the units on lide at the beginning
of the: year,- thus dras lcally lowering‘ :
expenses.

Most pa*ticularly the' ‘tness objected to GTEM Y compar_sonV .
of what he termed "minimal sta nng 2nd adventising budge*" as beingrff"
able to compete effectively th- GTEM's own announced reta*l effo.t,“y
which includes three retail outlets wath a full staff at. each and (
plans ‘for an in.ensive ad ertdsing campaign. Ihe witness attempted T
to develop a comparlson hich would lnclude similar promotiona_j,
efforts and st affdng by r reselle*s using G*EM' own assump.ion tha,f-

 the resellers could p.ure 67% of the market with GIBN directly :
-se*ving the other 40%. He also included certa n other miscellaneous’
expenses which he felt CIEM. had omztted rrom its calculations.‘ 3
' ln that development, he concluded that there s nofd
reseller could profnt, even over a relatnvely long
ruz, on the. ba‘ S~of GTEM'S proposed tariffs-s :

> The formats. of the GTIEM exhidbit by witness Rizzari and that of .
this witness vary so widely that it is impossidle ‘to comstruct-a '
comparison table showing,where they differ, and, in any event the.
starting assumptions vary so widely that several dozen footnotes '
would ‘De necessary to any such table to- justify the . figures., ‘Neither
witness, of course, has the benefit of any recorded informa n-froz
which to make projecoions._ , « S
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19. Telephone nunbers should be made available to resellers in
‘accordance with the recommendation or Pacific Bell. If, after '

;attempted negotiation, any party is dissatisfied with this

arrangement, it should file an appropriate application or comp"ainv ;_"""

as set- forth in the Order.p SN . h ,
20., The interconnection agreement between Pacific Bell and GTEM ‘

is. reasonable, and: should be approved.

Conclusions of Law , g

' Public convenience and necessity require granting S ,

applicat on. o the extent and under. conditions set forth N the Order. o

2. Because or public demand for the service, t CR decision

should be errective immediately o obviate any further de ay-in

construc ing and operating a’ cellular mobile ra'votelephone service

in the San Francisco-Oakland and San Jose ar_ s.,f"

. Ir IS ORDERED that: g : o

1. A certificate of public venience and necessity ‘s
granted to GIE ‘Mobilnet, Inc., an he remaining partnersh P
interests (GIEM) to construct aph operate cellular mobile jfp: | |
| telecommunications systems in'the San Francisco-Oakland area ‘and in'
the San Jose area. . S ’ e

2. On or after the:effective date of this order, GTEN is ,.“
authorizcd to' rile whol sale tariff schedules in accordance with
‘Exhibit 19, modified im accordance with.staff recommendations
(Finding 1“)- The ﬂiling shall comply with GO 96 and shall be
ef*ective not earlier than 5 days after filing. _ T

34 GTEM shall notify the Commission in writing of the day i“ﬂf\‘

,,commences service.,‘“;~"- L L S ' v S




i‘j-; 'Y

| A.83-07-08 ALI/vel

Except as granted this application is denied. S
'l‘his order is effective today. . ‘ A e
Dated NOV T W ’ -, at San’ Francisco, Califor'nia.-




