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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of )

FRONOS COMMUNICATIONS, INC. d/b/a/ )

The Cellular Source for a certificate) Application 838-02-026
of public convenience and necessity ) (Filed February 16, 1988)
to operate as a reseller of cellular )

radio telecommunications services )

within California. (U-4063) )

‘ )

OQPINJION

Applicant Kronos Communications, Inc., a California Lo
corporation, doing business as The Cellular Source, seeks a ) k »
certificate of public convenience and necessity (CPC&N) pursuant to i
Public Utilities (PU) Code Section 1001 to operate as a reseller of
cellular telecommunications services in cCalifornia.

Initially applicant proposes to provide cellular resale
service in the Santa Barbara Cellular Geographic Service Area.

(CGSA) in Santa Barbara County:; ultimhtely,it seeks to provide
service throughout the State of California.

Applicant proposes to resell cellular radio
telecommunications services furnished at wholesale rates by the
Santa Barbara Cellular Systems, Ltd. (SBC), the cellular system
nonwireline resale carrier in ‘the sSanta Barbara CGSA. Charlotte A.
Ruffoni and J. F. Guhring each would have a 50% ownership of .

‘ applicant. Applicant states that both. of its,owners have’ extenszve s
axperience in the radiotelephone utility and related
telecommunications business services in the State of California.
Applicant estimates a customer growth from approximately 215 .
customers in the first ﬂull year of its operations to 816 customers .
in its f£ifth year of operations. | o
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In Exhibit D attached to the application, applicant
Frepared a five-year pro forma income statement  for its proposed
cperations. Its statement indicated that applicant will operate at
a2 net profit of approximately $21,400 in the first year of its
cperations which would increase to approximately $90,600 in the
fifth year of its operations. The corresponding growth in total
income from operations would be from approximately $446,900 in the
tirst year of its operations to approximately $1,027,400 in the
Lifth year of its operations. Applicant’s pro forma balance sheet
contained in Exhibit D shows current assets of $45,000, furniture -
and fixtures of $10,000, and total assets of $55,000. Its current
liabilities are $5,000 and its shareholders’ equity would be
$50,000. In addition, Ms. Ruffoni states that she has $200,000 in
liquid assets available to loan to applicant on as-needed basis zo?
cperating expenses. | | |
| Applicant’s proposed rates are tabulated below:

Connection Charge ‘ $25.00
Monthly Access Charge 45.00
Peak Usage Per Minute 0.45
Off-peak Usage Per Minute 0.20

Applicant’s proposed connection charges is $10 h;gher
than that of SBC and its access charge is $5 below that of SBC. o
Its peak minute usage charge is identical to SBC’s and its off-peak‘ L
usage per minute is $0.07 below that of SBC’s retail rates.
Applicant states these rates are compensatory and its projected
estimates of income and expenses, together with the availability of
funds for applicant’s operations indicate its ability to provide :
service in the cellular resale market.

Due to the competitive nature of the retail cellular
nmrket, applicant claims it will suffer irreversible harm unless it
is provided the opportunity to immediately satisty present demand =
and to compete with SBC. Therefore, it requests that its CPC&N be
made effective on the date of this order on an ex parte basis.
Applicant further states that the granting of this application
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would not have an adverse inmpact on the environment since it would
not construct, own, or operate any fixed cellular radio ecquipment
or facilities but sells the services provided by wholesale cellular
caxriers which do operate the fixed facilities necessary to
transmit cellular telephone traffic.

Backgxround ‘

‘ Decision (D.) 84-04-024 dated April 4, 1984 in
Application (A.) 83-01-12 for a CPC&N to provide a cellular radio
conmunications system in the Los Angeles area provided tariffs
including rates for both wholesale and retail sale of cellular
service. These tarife provisions were reviewed in detail before
being authorized. It is our intent that such tariff provisions be

used as a model for resellers in California.: Consequently, we’ willw_ﬁ A

require the filing of retail tarirﬂs-generelly'szmilar to the
retail provisions authorized by D.34-04-014 for all reseller
applications.

We recognize that the tarif!s-actnally filed may be
somewhat abbreviated from tnose of the primary carriexr; however,
they must include the usual Table of Contents, Preliminary _ o
statement, Rate Schedules, List of: Contracts and Devzations, Rules,k-
and Sample Forms, as. prescribed in’ Section II of General Order
Series 96-A (GO 96—A).1 We will permit the . initial filing to-
contain only the Preliminary Statement, Table of Contents, and Rate?i
Schedules, to be etfective on tive . days’ notice, for the initial |

£iling rather than the one-day notice requested by'applicant. TOVMH if
comply with Commission Resolutioan-lzoso (dated January 13, 1988),]{‘{

applicant’s initial rate schedule,ahould include a special
condition indicating g:_lggs; a 50% reduction in chargeable ‘time"
for cellular-initiated telephone calls.which are not- completed.’
The remnining ‘material should be prepared promptly and transmitted-

.to the Commission Advisory and COmpliance Division by advice letterff .

for review and. riling per GO 96-A.  The. second filing should
include a sample customer billing statement'which Clearly
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distinguishes charges for cellular-initiated telephone calls which
are not completed from any other service charge on the billing
invoice. We will authorize applicant to deviate from the page
numbering system prescribed by GO 96-A, Section IX.C.(1)(b), and to
substitute at its election the system generally employed by the
major wireline carriers, as described in Commission Resolutions
U-275 (dated March 25, 1947) and T-4886 (dated February 26, 1962).

Sections IV, Vv, and VI of GO 96-A relate to filed and
effective dates, procedures in filing tariff sheets which do not
increase rates or chargee, and procedures in filing increased
rates, respectively. In generel,,these provisions require a
showing before this Commission justifying any increase and provrde
that rates will becone erfective 40 days after tiling tariff sheets
which do not increase ra.tes, or 40 days aftexr filing an authorized
increase unless Commission nuthori'etion for a shortexr period is ‘
obtained. '

‘ At this time, the conSiderations repeated in several
recent decisions on applications o cellular radiotelephone servmce
resellers still hold. It appears that the cellular nmarket Will e
2 highly competitive one. The basic scheme,established by the -
Federal Communications Commission {Fcc),ellowing:two-najor ' e
cerriers, one wireline and one nonwireline;‘to4operate in the same - -
territory, ‘coupled with the provisions for the wholesale marketing;'
of this service, is designed tofpromote vigorous competition in .
cellular markets. .

Our traditional tarirt filing requirement of a 4o-day
review period should not- be necessary.- Indeed, in a new and
dynamic market such as cellular'telephone, this requirement could .o
impede the provision of rates and services which are responSive tok
customer needs. We, of course, will monitor the cellular'market ,
end if we find abueive or untair practices by resellers, we will ”[’
take corrective ‘action ained at eliminating such practices.
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Therefore, we will permit resellers to make the requested tariff
changes on 15 days’ notice.

Applicant is subject to the fee system set forth in PU
Code Section 401, et seq. and will be ordered to provide in its
tariff rules for the imposition of the billing surcharge prescribed
for the required fee by Resolution M-4743. Applicant will be
required to keep its records as described here.

Until a uniform accounting systen for cellular resellers
has been prescribed, the Commission will not issue detailed account
instructions. Each cellular . commumications company will, bowever,
be expected to maintain its books in such detail that financial
data relating to its operations can be assembled upon request,
€.g.:

1. Revenue and expenses of utility operations
-should be segregated from’ nonutil ty
operations.

Charges from attiliates shouid be broken
down 'so that each kind of charge can be

1dentiried.

Revenue accounts should be approprmately
subdivided (access, peak, off-peak, service
oxrdexr charges, custom calling, ‘directory
listing, etc.).

Expense accounts should be grouped to-
provide a total for sales and marketmng
expense. . This would include, in
subaccounts, advertising, promotion and
incentives, sales salar es and commissions,
sales veh;cle expense, etc._ '

General and administrative expenses should
be subdivided to identify rent and lease
expense, billing expense, salaries,
insurance, and other appropriate R
subdivisions. . . e

Other - significant costs, ‘such as unsold
numbers, should be lxsted- :




A.88-02-026 ALJ/JJL/ek/xrmn *

Applicant will be directed to file an annual report with
the Commission, in a form prescribed by the Commission. Although
applicant will be expected to have detailed operxating information
available in its records, for competitive reasons, it may not be
required to disclose such detail in its filed annual repoxts.

There are no protests.

Eindings of Fact |

1. Applicant has the ability, experience, and financial
resources to perform the proposed service..

2. Public convenience and necessity require the service
proposed by applicant. T .

3. The time constraints of Sections IV, V, and VI or*Gb 96~A
are unduly restrictive at this time.y

4. At this time, it appears that the cellular market will be
highly competitive.

] 5. Applicant’s proposed operations will provide—competition S
in the cellular. radio service market which will benefit the public s
at large. ‘ o

; 6. It can.be seen with certainty that there is no
possibility that the activity in question may have a Signiticant
effect on the enVironment. .

j 7. A public hearing is not necessary.

Conclusions of Law :

, - 1. The application should be granted as provided in the
order which follows.

| 2. Applicant should- be exempt :rom the provisions of
Sections IV, V, and VI of this Comnission’s GO 96-A and nmay. file
tariff revisions to becone erfective on 15 days’ notice.

3. Applicant is subject to-the tee system set torth in
Sections 401, et seq. e :

4. The. appropriate surcharge pursuant to. Conclusion ot Law 3
is 0.1% for the fiscal year 1987-1983. '
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5. Applicant’s rates should be made effective on five days’
notice consistent with the authorization period for other cellulaxr
resellers. '

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

The certificate hereinafter granted is subject to the
provision of law that the Commission shall have no power to
authorize the capitalization of this CPC&N or the right to own,
operate, or enjoy such CPC&N in excess oz the amount (exclusive of
any tax or annual charge) actually pald to the State as the ‘
consideration for the issuance of nuch.CPc&N or right.

Ir IS ORDERED that:

1. A certificate of public convenience and necessity is
granted to applicant Kronos cOmmunlcations, Inc. to operate as a.
resellexr of cellular radio telecommunication serv;ces within
Calitornia. -

2. On or atter the ertective date of this order, applicant
is authorized to- file tariff schedules at the proposed rates as’
shown in its application tor the resale of. cellular mobile - ‘
radiotelephone service in the Santa Barbara Geographic Service Area
purchased from the Santa Barbara Cellular'Systems, Ltd-, modified
to ‘comply with Reselution T-12060 as discussed above. Service may
not be offered until: taritts are on :ile.p ‘This filing shall comply
with General Order Series 96-A (GO, 96-A), except that,applicant is
authorized to-employ the alternate method of page numbering
described in. Resolutions-U—275‘and T—4886 at its election. The
initial filing shall. contain at least the Preliminary Statement,
Table of Contents, and Rate Schedules, the-rates and charges to-be
those requested by applicant in its application,. together. with the ‘
remaining retail tariff provisions authorized ror the Los Angeles f:f?
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SMSA Limited Partnership by Decision 84-04-014 modified to conform
with Resolution T-12060. The filing is to be effective on not less
than 5 days’ notice. Applicant shall file the remaining tariff
schedules, to include xules and forms as prescribed by GO 96-A, no
later than 10 days following the effective date of this order, to
be effective on not less than S5 days’ notice. This filing shall
contain the sample customer billing form conforming to Resolution
T-12060. The tariff shall provide for a user fee surcharge of
0.10%. Failure to file the tariff may result in revocation of the
authority granted here. Applicant is authorized to file rates and.

charges for resale of services purchased from authorized underlying = )

cellular telecommunication warriera in other axeas of California,
in accordance wnth.the provisions ot Section.III of GO 96=-A. .

3. Applicant shall keep its records as detalled in.the body

of this order.

4. Applicant is exempted, in ‘part, from the provzslons of
Sections IV, V, and VI of GO 96~A. ' The certirlcate granted and the .
authority to render sexvice under the rates, rules, and chaxges V
authorized will expire if not’ exerc;sed within 12 months a!ter'the
effective date of this order. .

5. Within 20 days attef this order is eftective appllcant ‘
ahall file a written acceptence or the certltlcate granted 1n this
proceeding. : s
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6. The corporate identification number assigned to applicant
$ U=-4063~-C which should be included in the caption of all origirnal
filings with this Commission, and in the titles of other pleadings
filed in existing cases.
| This order is effective today.
Dated April 27, 1988, at San Francisco, California.

STANLEY W. HULETT
' President.
DONALD VIAL
FREDERICK R. DUDA
G. MITCHELL WILX
JOHN B. OHANIAN
Commissioners

| CERTIFY THAT TH!S DECISON |
 WAS APPROVED 8Y THE | ASCHE
. COMMISSIONERS TODAY.

,jﬁ//”/f,.ﬂ/

Vm_.u-‘ V/QI#‘-I: L’.AU\-UbWU_H- _fu 'TQ’ “’
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would not have an adverse impact on the environment since it would
not construct, own, or operate any fixed cellular radio equipment
or facilities but sells the services provided by wholesale cellulaxr
carriers which do operate the fixed facilities necessary to
transmit cellular telephone traffic.

Biackground

Decision (D.) 84-04~014 dated April 4, 1984 in
Application (A.) 83-01-12 for a CPC&N to provide a cellyXar radio
communicatxons system in the Los Angeles area provide tariffs
including rates for both wholesale and retail sale cellular
service. These tariff provisions were reviewed detail before
being authorized. It is our intent that such riff provisions be
used as a model for resellers in California. Consequently, we will
require the filing of retail tariffs generafly similar to the
retail provisions authorizeﬁ by D.84-04-014 for all reseller.
applications.

We recognize that the tari slactually'riled may be
somewhat abbreviated from those ofsthe primary carrier: however,
they must include the usual Table¢/ of Contents,.. Prelimznary :
Statement, Rate Schedules, L;s of Contracts and Deviations, Rules,
and Sample Forms, as preseri d in Section II of Genexral Order
Series 96 (GO 96). We will permit the initial f£iling to contain
only the Preliminary Statdment, Table of Contents, and Rate
Schedules, to be effective cn five days’ notice, for the initial
filing rather than th¢’ one-day notice requested by applicant. To ‘
comply with Commissién Resolution T=12060 (dated January 13, 1988),
applicant’s initiaY rate schedule should. include a special
condition indica g at _least a 50% reduction in chargeable time

1 tiated telephone calls which are not completed. :
The remaining/material should be prepared promptly and transmitted :
to the Comm ssion.Advisory and COmpliance Division by advice letter
for review/and filing per GO 96.° The second filing should include:

| stomer billing statement which clearly distanulshes‘ =
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charges for cellular-initiated telephone calls which are not

carriers, as described in Commission Resolutions
March 25, 1947) and T-4886 (dated February 26,

Sections IV, V, and VI of GO 96 relale to filed and
effective dates, procedures in filing tariff/sheets which do not
increase rates or charges, and procedures _n'tiling increased
ﬁates, respectively. In general, these provisions require a
showing before this Commission justifyifg eny increase and provide
that rates will become effective 40 dfys after f£iling tariff sheets
which do not increase rates, or 40 gays after f£iling an authorized
increase unless Commission author' ation for a shorter period is
obtained.

At this time, the considerations repeated in eeveral
:ecent decisions on applicati of cellular radiotelephone service

resellers still hold. It apfears that the cellular market will be '
a highly competitive one. /The basic scheme established by the
Federal Communications Coymission (FCC) allowing two majoxr
carriers, one wireline ahd one nonwireline, to operate in the same
territory, coupled wit} the provisions for the wholesale marketlng C
of this service, is signed to promote vigorous compet;tion in
cellular markets.

our traditional taritr t¢11ng requirement of a 4o-day
review period sholild not be _hecessary.’ Indeed, in a new and
dynamic market pguch as celluler telephone, this requirement could
impede the pro¢ision of rates and mervices which are responsxve to

We, of course, wiLl monitor the cellular market

and if we fjynd abusive or unfair practices by resellers, we w111
take corredtive action aimed at elhminating such practices.
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the Commission, in a form prescribed by the Commission.
applicant will be expected to have detailed operating .
available in its records, for competitive reasons, itf may not be
required to disclose such detail in its filed annuaf{ reports.
There are no protests.

Findings of Fact |

1. Applicant has the ability, experience, and financial
resources to perform the proposed sexvice.

2. Public convenience and necessit require the service
proposed by applicant.

3. The time constraints of Sectdons IV, Vv, and VI of GO 96
are unduly restrictive at this time. , '

4. At this time, it appears at the cellular nmarket will be
highly competitive. - f |

‘ 5. Applicant’s proposed gperations will provide competition
in the cellular radio service gharket which will benefit the public
at large. ‘ , ' |
| 6. It can be seen wih certainty that there is no
possibility that the act'Jity in question may have a significant
effect on the envirommept. ‘ '

7. A public hea¥ing is not recessary.
conclusionsg of Law ‘ - ,

1. The appligation should be granted as provided in the
ordexr which follows. :

_ 2. Applicant should be exempt from the provisions of
Sections IV, V, And VI of this Commission’s GO 96 and may file
tariff revisioys to become effective on lsvdays' notice.

3. AppJicant is subject to the fee system set forth in
Sections 40}/ et seq. . o . |

4. e appropriate'suréhargé‘pursuanﬁ to Conclusion of Law 3 .

is 0.1% ffr the fiscal year 1987-1988.
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S. Applicant’s rates should be made effective on fLive
notice consistent with the authorization period for other cellular
resellers. ‘

6. Because of the immediate need for the services the oxder
should become effective today.

The certificate hereinafter granted is sy¥ject to the
provision of law that the Commission shall have ng power to
authorize the capitalization of this CPC&N or the right to own,
operate, or enjoy such CPC&N in excess of the Amount (exclusive of
ary tax or annual charge) actually paid to tie State as the
censideration for the issuance of such CPCHf or right.

IT IS ORDERED that:

1. A cexrtificate of pﬁblic envenience and necessity is
granted to applicant Kronos Commyfiications, Inc. to operate as a
reseller of cellular radio telegommunication sexvices within
Calitornia.

2. On or after the effective date of this order, applxcant
is authorized to file tariff schedules at the proposed rates as
shown in its application for the resale of cellular mobile
radiotelephone service the Santa Barbara Geographic Service Area
purchased from the Sanya Barbara Cellular Systems, Ltd., modified
toﬂcomply with Resolyfion T-12060 as discussed above. Service may
not be offered unti) tariffs are on <ile. This filing shall comply
with General Order/Series 96 (GO 96), except that applicant is
authorized to employ the alternate mnthod ‘of page numbering
described in Regolutions U-275 and T—4886 at its election. The
initial f£ilin ‘shall contain at least the Preliminary Statement,
Table of Conténts, and Rate Schedules, the rates and charges to be
thobe requesfed by applicant in its application, together with the

tail tariff provisions authorized for the Los Angeles
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SMSA Limited Partnexrship by Decision 84-04-014 modified to onform
with Resolution T-12060. The filing is to be effective not less
than 5 days’ notice. Applicant shall file the remaini tarift
schedules, to include rules and forms as prescribed
Jater than 10 days following the effective date of
be effective on not less than 5 days’ notice.
contain the sample customer billing form confo
T-12060. The tariff shall provide for a user/fee surcharge of
0.10%. Failure to file the tariff may res in revocation of the
authority granted here. Applicant is authgrized to file rates and
charges for resale of services purchased from authorized underlying
cellular telecommunication carriers in er areas of California,
in accordance with the provisions of Sbction IIX of GO 96.
3. Applicant shal) keep its rgdcords as detailed in the body
or this order.
4. Applicant is exempted, part, from the provisions of

Sections IV, V, and VI of GO 96 /The certificate granted and the
authority to render service wunder the rates, rules, and charges
authorized will expire if no exercised within 12 months after the
effective date of this ordey.

j 5. Within 20 days after this order is effective applicant :
shall file a written acceptance of the certificate granted in this
proceeding. |
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6. The corporate identification number assigned to applicant
is U~-4063~C which should be included in the caption/of all original
filings with this Commission, and in the titles of other pleadings
filed in existing cases.

This order is effective today.
pated  APR 27 1388 , at san

ancisco, California.

STANLEY W. HULETT =
Ptcudcnt :
DONALD VIAL .

IOH.N B OHANIAN
‘ Commissioners

| CERTIFY THAT THIS DECISION.
CONMISSIONERS TODAY,

/ ':' / / véﬁ.ry

Mociws YY QLA ...on.U‘lVC‘ D"Oﬁof

WAS APPROVED BY THE ABOVE.




