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Decision 87 11 OZG NOV 13 '1~$7 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ot 
MC CAW COMMUNICATIONS OF THE 
SO'O"I'HEAST, INC~ tor authorization 
to acquire control of 
OXNARD CELLt1LA.'R TELEPHONE COMPANY 
(U-3010-C) through the Acquisition 
of all the outstandinq stock of 
FIRST CELLULAR GROUP, INC. 

l ®OOU@~]&~ 
) Application 87-09-016 
) (Filed September lS, 1987) 
) 
) 
) 

--------------------------------) 
OPINXON 

Mccaw communications of the Southeast, (applicant) has 
tiled an application tor authority to'acquire control ot Oxnard 
Cellular Telephone Company (U-3010-C) (OCTC),. Applicant has also 
tiled a separate application with the Federal Communications 
·Commission (FCC) tor authority to transfer control of First 

, . 
Cellular Group, Inc., to applicant .. 

proposed control is to be qained throuqh the purchase of,. 
all of the outstandinq stock ot First Cellular Group', Inc. whieh 
wholly owns First Cellular of Oxnard~ Inc. (First Cellular-
Oxnard) the controllinq partner otoCTC. Applicant mainta::.ns its 
principal ottices at 5S0S Lake Washington Boulevard, N.E.: 
Kirkland, Washinqton 98033-7397 .. 

Copies of the application were served on entities with 
which applicant's proposed service is likel,y to compete, as. listed 
in EXhibit E to the application. Notice ot this application 
appeared in the commissio~'s Oaily Calendar of September 15, 1987. 
No timely protests to the application were received: there!ore, a 
public hearing is nO.t necessary. 
BAckground ·otA'QP1"icmt 

Applicant is one ot many subsidiaries ot McCaw Cellular 
Conununications" J:nc~ which is. 86% owned by Mccaw RCC 

Communicat:lons,. Inc., and 14%., publicly traded.' McCaw ~CC 
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communications, Inc. is a wholly owned subsidiary of McCaw 
Communications Companies holding company, which is a corporation 
whose voting stock is owned SS% by MFC, Inc. and 45% by Atfiliated 
Publications, Inc. (API) as shown in Appendix A to this order. The 
units of MFC, Inc. are held by Craig,. John, Keith, anc:1 Bruce Mccaw, 
all of whom are brothers and United states citizens. API is a 
publicly traded corporation that owns and operates various 
communications and media properties. 

A July 20, 1987 prospectus, involving the issuance of 
stock by Mccaw Cellular Communications, Inc.,. supplied by counSel 
for applicant, states that Affiliated Publications, Inc., \I'hich 
through a subsidiary publishes the Boston Globe, is S5% ow,ed by 
the Mccaw family. Therefore',. applicant will be under the' cont~ol " 
ot the Mccaw family. . I 

CUrrent ownership'and pending acquisitions of cellul;ar 
operations by McCaw Cellular communicat;ons, Inc., are disl=.laYed in 
a map included on page 2 of the July 20, 198.1, prospectus, ~oJ in 
Appendix B to this order. 

Applicant, and all other McCaw Communications co:m~ies: 
, I 

are Wasbinc;ton corporations. McCaw has neither indicated in the' 
, , I 

application whether it is a corporation qualified to. do business in 
I 

California ,nor attaehed to the application a copy ota. certif':i:cate 
showing it is a corporation, in good standing ,qualified to'do·! 
business in California. Therefore,. we will condition t:ne 
authorization for the transfer requested herein upon receipt c)-f, a 
filing by applicant stating its qualif'ications t<:> do busincss!in 
california. : 

Applicant, states that it is an experienced operato~ of 
common carrier radio systems. The McCaw communieatio~s conpanies 

, I 

are engaged in radio paging, mobile telephone and cellularrad:io 
'telecommunications services.. McCaw Cellular' Communications, Inc. 
and its affiliates and subsidiaries currently provide facilities 

, I 

based cellu.lar radio telecommunieations service in 19 Metropolitan" 
! 
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Statistical Areas (MSA's) in 14 states, according to applicant. In 
addition, applicant claims that McCaw Cellular Communications is a 
reseller of cellular radio service in 18 additional MSA's. It also 
states that affiliates of applicant are holders of interests in 
Frequency Block NAN carriers that are offering cellular services or 
awaiting CPUC approval for such offering of service in the San 
Francisco, Sacramento and Stockton MSA's, among others. 

Applicant claims that its experience will enable it ,to 
continue to provide cellular radio service in the areas served by 

ocrc in an efficient manner. In response to a request for 
additional information, applieant's counSel stated that while: 
applicant will replace the manaqement overseeinq the operation of 
OC'I'C, the local management of OC'I'C is functioninq on a 
decentralized basis and will continue to control the provi~ion of ' 
cellular radio service in the Oxnard, - Simi Valley - Ventu:=a 
metropolitan area. Applicant also points out that it is capable of 
providing the overall leadership and support necessary for local 
management of oere. 
De~oLOCTC 

OCTC, the current utility, is a general partnership., 
formed under california laws, which provides facilities basedi 

, . ", . - . I, 

domestic public cellular radiotelephone service as authorized': by 
DeCision (D.) a..7-06-01Z, dated, June lS, 198.7. oerc holds '!;he FCe 
NA* frequency permit for cellular radiotelephone facilities based 
service to the Oxnard-Simi, Valley-Ventura MSA. It has alr,eady' 
eonstructecl certain of its, facilities and bas, wholesale and retail,' 
services available, based on tariff schedules filed with this! 
commission. The partnership involves 19 units of ownership as 
tollows: 

- 3- -



• 

• 

• 

;~.87-09-016 ALJ/GA/ltq 

HU/.e of Partnex: 

1. First Cellular - Oxnard 

2. Mccaw communications of the 
Southeast, Inc. (Applicant) 

3. western American Joint Venture 1 

4. West~el Fresno company2 

5.. WestTel - Ventura Company 2 

'rotal 

units of ownership Be),st 

11.3 

4.7 

1.0 

1.0 

1.0 

19.0 Units 

Therefore, First Cellular - O~ard, as represented in the 
application, is a wholly-owned. subs.idiary of First cellul~rGroup­
of Oxnard., Inc .. ,: and First Callular Group, Inc'", as shown.';in 
Appendix eto this order. 
Description of Proposed Acquisition 

Applicant proposes to purchase all of the outs~d.ing 
stock, as well, as all warrants or rights to· purchase additional 
First Cellular' Group,. Inc.', common stock,. from, the indivi::tuals. 
currently owning same. Upon conswnation of the proposed 
transaction, applicant wou'ld hold' all o·t'the capital stocJ~,. Class ,A 
and Class B of First Cellular Group·, Inc.,. and thus qain :fUll 

, 

control of OC'I'O. Mr. Wayne N~ Schelle who currently owns 80,000 ,: 
shares (49.2%) 'of First Cellular Group., Inc .. ,. Class A com:.uon,.Stock, 
is the only sh~reholder to sign this application.. However, as' .. ' 
stated in the applicationMr .. Schellehas,obtainedthenecessaJ:Y,: 
Power of Attorney from the' reeininq shareholders to siqn the 
application on ,their behalf.. In addition, the transfer o,f 

, 
, 

l. Controlled, by First Cellular - Oxnard. 
2 Wholly-owned by First Cellular - Oxnard .. 

, . 
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Mr. Schelle's 49.2% interest to applicant together with applicant's 
present ownership interest in OCTC is sufficient to transfer 
indirect control of OCTC to applicant. 

The approximate purchase price for allot the stock to be 

acquired from the stockholders of First Cellular Group-, Inc. plus 
an amount necessary for first year operatinq costs for OCTC and the 
other cellular telephone companies controlled by First Cellular 
Group, Inc. is $40:6 million. By a letter response to a request 
from the assigned Administrative Law Judge (AIJ) the attorney for 
applicant stated that the approximate allocated purchase.price for 
OCTC, which is the. subject of this application, is $6.& million •. 
An additional $1 million is included in the $40.6 million as set 
forth above for the first year of operation of OCTC by the 
applicant. Therefore, $7.6 million represents' the current amount 
committed by applicant for the purchase and first year of operation 
of OCTC, if the pendin9 applications before the Federal 
Communications commission and this colnlnission are approved • 

OCTC had D.2 reportable income A§ 0: JWle30 f 1987, 
according to- the application, since it received. its certificate of' 
pUblic convenience and necessity (CPCN) to operate by D.87-06-012 
dated June 150, 1987~ OCTC's assets on June 30, 1987, as set forth' 
in the application, 'were as follows: 
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As8j;s Bounded. to Nearest Q2Uar 

CUrrent Assets 

Cash 
Phone and Accessory Inventory 
Other CUrrent Assets 

Total CUrrent Assets 

Othe;:: ASS2:t:i 

Fixed Assets-Network 

Fixed Assets-Office 

Total Fixed Assets 

organizational and Startup Costs 
Other Assets 

TOTAL ASSETS 

$ 500 
$ 6,634 
$ 59,68Q, 

$ 66,8l4 

$254,791 

$ 53,13~ 

$307,926 

$273',98'2 
$ Z,759 

$651,481 

Based on the description of the assets, set forth ~ve,l: 
applicant is paying- approxilnately 10 times the total asset value o'! '!' , 
OC'l'C by the proposed purchase.. A further exa:mination of the assets 
of OCTC reveals that a substantial portion 'of the asset value is 

'I 

made up of organizational and startup costs, as can be expected of I, 
any newly established business operation. Therefore, it follows, 
tha,t the purc:::hase price of OCTC is not' based on the curren:t worth. 
of the present operation and it is instead-based on some assumed 
growth potential for the cellular telephone ,industry. Applicant 
appended a revised~ pro forma income statement tor OC'l'C to its 
application, which showed a signifieant net loss for the first tWOI 
years of operation, and a profit thereafter as follows: 

3 The OCTC pro forma income statement appended to this 
application has been revised and updated· from the J?rofit and" loss, 
statement appended to A.87-03-00S and referred to ~n 0.87-06-012. ' 
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• 
New Subscribers 

Q}Q)ard Cel.lular t~lephone COlQPMY: 

Profit and Loss Projections 
Oxnard,. CA 

~9Jlsolidated 

.l2!U l.2..U..'l ~. 

902 823 819 
Average Subs for Year 663 1,354 2,17$ 
cumulative Subscribers 902 1,725 2,544 

Equipment Sales $ 0 $ 0 $ 0 
Service Activation 

Revenue 18,945, 
Monthly Service ana 

23,458 23,538 

'Osage Revenues 641,716 2,251,557 3,622,536-
Roaring Rever.Lues 59,911 241,849 388',373 
Total Revenues 720,572 2,516,8650 4,034,047 

Cost of Equipment 
Sold O' 0 0 

Cost of service 5-75,591 1,175,38-5 1,392,472 
Depreciation~for _system 98:,58-4, 265,974 323,523 

ross Margin 46,39i' 1,075,506- 2,318,.05Z 

General & 
Administration 918,534. i,045,011 1,133;266 . 

Office Depreciation 9,000 10,000 11,000 
Interest 370,133 393,633 39&,Z76 

Pre-Tax Net Income -1,251,2:70 -373,138' 777',S10 

ACla.-Back 
Depreciation 107,584 275,974 334,5Z3 

cash Flow From 
Operations. -1,143,686 -97,164 1,11Z~033 

Pre-Tax Net Income -1,Z51,270 -373,l38· 777,S10 
Less Taxes' Due 
With canj'-Forwards 0 0 0 

After-Tax Net 
Income -1,25l,270 -373,138, 777,510 

• - 7 -
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, 

$15 81:1 
2,992 3,.805-
3,359 4,169 

$ 0 $ 0 

23·,Zl$ 

4,985,724 6,342,:699 .. 
534,140, 674,,209 

5o,543,08-Z 7,045,,021 

0 0 
1,581,688 1,938,:334 ',. 

'. 

347,039 375,523' 

3,.514 , 355 

1,ZZ3,.418 1,315-,,677: . 
12',000 13;:000-

31Z,849 177~2:81: 

1,966,087 3, ZZ4 ,:707' 

359,039 

2,3Z5,lZ7 

l,966,087' 3,224,,;707' . 
" r,/ 

0 984~399' 

1,966,087 
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From an assumption that the $1 million of operating cash 
beinq advanced as part of the purchase price would cover only tw~ 
months ot 1987 operating loss, it would appear ample to cover the 
planned !uture operations to the break even point for OCTC. 

In another recent Decision (D.> 87-09-018 dated September 
10, 1987, involving an acqui:s.ition of an establisbed radio 
telephone utility by a McCaw family corporation, the commission 
determined that the McCaw family had funds forthcoming! from a $-7550 . 
million sale of its cable television operations which could and 
were to be used for acquisition and operation of ~ellular an~ 
paging' s~!!rvices (Find'ing of Fact 17). D.87-09-018 als;~ described' 
the McCaw family corporations as having other substantial assets· 
which c01:l1d and would be com:m.itted to its public utili'ty 
obligatil~ns • 

• , I 

Applicant confinued its commitment in this application'by 
stating' thai: the transfere:e :Ilas sufficient tunds thrOU~h a . 
corpora~e pi!lrent~ McCaw Cell'ular Communications, Inc.,i to fUnd 

I, . I 

these acqui:sitions 'and operating costs for one year. ::rh,ese funds 
• I 

have been cl:>m:mitted by Mccaw cellular communications, l:nc. for thi:-,· . 
purpose and have not been committed for other purposes~ 
Discgssism 

, An entity seeking to· enter the cellular tel~phone 
business through the acquisition of an existing· cellu!ar utility 
operation is no different :.fr.om an entity seeking to en.ter the 

I . I ' 

cellular telephone business through an appl·ieation for aCPCN' ~.' 
Therefore, 'we are concerned that the new ownership will be 

," I 

financill:lly responsible and technically capable to carry out 
efficiell:t, reliable and cClntinuous utility operations~ 

The transfer ofOCTC. at essentially 10 'times its asset 
value, ~'ithin ~ than six months after issuance of its CPCN,. has. 

us concElrned~ especially l:lCcause ot'the early change of ownership. 
, , ' 

Our concern is heightenedbE~cause only two. facilities-based: 
-cellular operations are C1.l~rrently permitted in each operating' area~ 
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We do recognize that the applicant in this proceeding has technical 
expertise in communications businesses, and currently appears to 
have adequate financial reS01lrces to carry on responsible cellular 
utility operations through OCTC~ also the significant investment 
being made to acquire control of OCTC gives applicant a very real 
incentive to operate this cellular system in an efficient and 
effective manner. Nonethele:s.s, we continue to be concerned about 
the rapid turnover of this specifi~ CPO' (certificate). 
Accordingly, we place applic~nt on notice that for any further 
change in ownership, control, or operations of OC'rC we will require 
full disclosure of the value and worth. of such change or transter. ' 
We will also requ'ire ,reasonable proof that any such fur:ther 
transfer of this cellular utility Will not aggravate rates- or 
reduce the efficiency or reliability of OCTC's cellular utility 
service to its customers. 

Applicant should also be aware that the acquisition pric~ 
paid tor OC'rCprovides no basis to:r a finding of value of the 
properties or right~ being acquired. 

In authorizing' this tranr;for we will require applicant to 
assume the public utility obliqat!ons of the seller, including' but!,. 
not limited to the preparation and filing. of annual reports, tarif~ 
schedules, maintenance of necessary business records and pay.ment of 
the fee set forth. in P".U. Code §§40l et seq.. " 

However, since there is.no change· of· name contemplated 
for OC'rC' at thii time, OC'rC' will continue to,· be the entity referred' 
to in, and responsible for the filing-of reports and revisions to 
tariff schedules before this commission under applicant's new 
mana~rement. OCTC's current corp0:z;-ate identification number 
(U-30l0-C) should continue to be used in the caption of all 
original filings with the commission and in titles of 'other 
pleadings tiled in eXisting' eases 'as authorized by ordering­
para~aph 14~ of D.8-7-06-01Z~ 
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Findings of Fact 

1. Applicant seeks authority to transter control of OCTC to 
applicant. 

2. Applicant, is a Washington corporation, and has not shown 
that it is a corporation in good standing qualitied t~ do Dusiness 
in california. 

l. Notice ot this filing appeared in the Commission's Daily 
calendar on September lS, 1987. 

4. No ti~ely protests and/or requests for hearings were 
received. 

S. Applicant through payment of $40.6 ~illion for the 

acquisition of First Cellular Group, Inc., will commit $7.6 million 
SUfficient tor the purchase and first year operating c.osts of OC'I'C .. 

6. Applicant has technical expertise in communications 
businesses and is currently engaged as a provider of cellular 
telephone service around the country. 

7. Mccaw Communications Companies,. which owns and controls 
applicant, has recentlY,neqotiatedthe sale of its cable television 
operations for $7SSmillion, the proceeds of which are. to be u~ed 
on its cellular telephone,. radiotelephone and', paging utility 
operations. 

s. Applicant has stated that it is prepar~d to provide 
additional financing, it required,.. to carry. out the public utility 
obligations of OCTC. 

9. Financial and technical viability are basic requirements 
that need to be demonstrated to obtain or to transfer a CP~. 

10. The proposed transfer of OC'l'C to applicant will not be 

adverse to the public interest. 
11. No name change tor OC'rC is sugqested: or contemplated at 

this time under the proposed,.' transfer. 
lZ. OCTC will continue to: use corporate identification nUl:1ber 

U-l010-C in all formal ~atters filed before this Commission. 
ll • A public hearing is not necessary. 
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14. This decision should be effective today to allow orderly 
transfer of ownership as proposed without further delay or expense. 
Conclusions of Law 

1. The financial and technical viability requirement for a 
CPCN should also be met in ~L certificate transfer application. 

2. The application should be granted as provided for in the 
following order. 

3. OCTC's tariff schedules for wholesale and retail cellular . 
telephone service should continue, as presently in effect, under 
the proposed new ownership of applicant. 

4. This transfer authorization is not a finding of the value 
of the rights and properties to be transferred. 

2JtPER 

I 
I 

IT IS ORDERED that: I 

1. Mccaw Communications of the Southeast, Inc., (applicant) 
is authorized to acquire contro~l of Oxnard Cellular Telephone : 
Company, in accordance with the terms set forth in the application.; 

2. On or before December 31, 1987, applicant shall file'the, 
original and 12 copies :of a compliance tiling with the Commis~iori,s 
Docket O:f:f:i.ce .i.nd.i.cat:i.ng that it is qual:i.t:i.edto do bus:i.ness .in ,I 
calitornia as a condition for acquiring control' of Oxnard Cellular 
Telephone Company as authorized, in Ol:'derinq Paragraph 1. 

3. Applicant shall file writt.an notice of the acquisition ,of 
control of Oxnard Cellular Telephone Company" with the Oirector of 
the Comm.i.ss.i.on's Evaluation and compliance Oivision within ~5 days 
after acquisition otcontrol. 

" 

4. oxnard Cellular Telephone Company's tariff schedules for 
wholesale llnd retail 'services on file with this Commission will 
continue to be effective' and need not be refiled since no change in, 
the utility'S name is contemplated under applic:ant's ownership • 
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5. The ordering paragraphs and other requirements applicable 
to Oxnard Cellular Telephone Company, as set forth in Decision 
87-06-012 dated June 15,1987, except·as modified herein, will 
continue to apply to Oxnard Cellular Telephone Company after its 
transfer to applicant. 

6. Oxnard Cellular Telephone Company~$ corporate 
identification number U-3010-C shall continue. to be included in the 
caption of all original filings with the Commission ~~d in the 
titles of other pleadings filed in existing cases. 

7. The authority granted in ordering Paragraph 1 shall 
expire unless it is exercised before December 31 r 1987. 

This order is. effective today. 
Dated NOV 1 31987 , at san Francisco, California. 

Comm1!3a1onOr Do~d V1~1. 'bo1::1g 
n~c~ssa:-!ly Absont. d!.d :Q.O~ . 
part1c1pa1~e. . 
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APPENDIX A 

MFC~lnc. 
Private Company 

55% 

Affiliated Publications, Inc. 
Public Company 

45% 

L- _________________ .~----------------------J 

McCaw Co·mmunications Companies 
Wholly Owned 

McCaw RCC Communications, Inc. 
Wholly Owned 

• 
• 
• I.. 

• 

McCaw Cellular Communications, Inc. PublicShare 
86% ' ------ 14%, 

McCaw Communications of the Southeast, Inc.. 
Wholly Owned, 
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Fil'M Cellular 

Group, Inc, 

. 

'" ~ , ..... 

I I 
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i ~ r 
Pil'lltCe lIullll' Pi"" Cellular Pi"'t CellulaI' Ili.,.t Cellular Pi.,., 

or GrouJ)or Group or Group. or Group 

·tII.lnc Columbia, Ine. Lakeland. Inc. Oxnard, Inc:. $1'1 

1cm;,. 100')';, tOO')';, t()O?l, 1 

"l .. 

Columbia Lakeland Oltnard Sh ~, 

CellulaI' Cellular Cellular Cellu IJir 

Telephone TelephOfte TelephOlle Te 

Company Company Company Com 

92,1% 86% ",~ 9S~ 

Fint Cellular VfOIIp, Inc:. wholly QWftS e.c:1'I or the ti:!IIt tier companie!L (Pint Cellularor AIIK\I&ta, CoIlimbia, LakelJind. Oxnard and Sh~ Inc.). Fint CetlulJit Group or A\lguQIt •.. 
Inc:. ia anope1'Jltinl~comPl'ny and be~n'ope1'JIt~ in April or 1987. Columbia CellularTe/epl!oM Company i5 9Z.1'Xr owned by Pjnt.Ccllul.tGroupO{CoIum~lne. and began Opcira~ 
tion. in May or 19::17. LakelJind CellularTelephone ComPllny ia CIIrrently ~ own«1 by £Iii'll! CellulaI' Croup,or Lakelan4. Inc:.. with 9'r .. in. tile pt'O«M orclor;in\tand"l>egan operationA 
in AUKUfil or 19K1.' Oxnard CellularTelep/lofte Company i~ 97.63"'" owned by FifttCell\llar Ciroul>or Oxnard. Inc'-and beJClln operatiocla in $cptemberot'l987. ~'h~:portCcllulJir 
Telep/lolllC eomp!,ny Iii CIIl"I'en'Iy92.S% 0Wfted by PI"'t CellulJirCrouporShreveport. [nc:. with 2.5% in the p~orcIOtlil'l~andbell*ntopcil'lltion,. in Septembero( 1'~. 
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