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Decision 91-10-032 October 23, 1991 0CT 23 1991

" BEFORE" THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
of Ameri-Tel Communications, Inc.

for a Certificate of Convonicnce U\—“JJ¥“fU

In the Matter of the Applxcatlon )

)

).
and Necessity to Operate as a ) A plxcatxon 90~09- 048
"Reseller of InterLATA Telecom- - ) (Flled September- 20, 1990)
munications Sexvices Within ) -
California. ;

MRS

A

Ameri-Tel Communications, Inc. (Amerl-Tel) ‘seeks a"
certificate of public convenience and necessity’ (CPCN) to- conduct
business as a resale exchange carrier in California. ' Amerl-Tel
proposes to provide resold intrastate "l+" (i.e., interLATA)
telecommunications between points within California, and intexstate
telecommunications service in conjunction therewith. ‘AItﬁdugh
Ameri-Tel proposes a statewide originating service area, its
initial plans call for marketlng Lts services in metropolltan
areas.t o ‘ - ‘ - ‘ Vo

‘Ameri-Tel is a corporation'organized'dnder'thé“l&ﬁé’of“’
the State of Texas, and is qualified to do business in California.
It provides resold telecommunications services us;ng facxl;tmes of
other interexchange carriers, and has no plans to construct
telecommunications network or switching facilities.- Instead, Lt
relies solely upon its underlying carrier (in this case U.S. ,
Sprint) to provide network and-transmission and sthchlng ‘services.

1 Ameri-Tel’s Application actually requests authoxity to conduct
business as a "resale interexchange carxrier operator services
provider” (p. 1), but inasmuch as the text of the Application
specifically states that Ameri-Tel would not: provxde operator
services, we believe this part of the request ‘is the’ rcsult of'a
typographical error, and we will treat it as such.}
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Its sexvice is offerxed to business and- residential customexrs.sexved
from local exchange company equal access (Feature Group D) end
offices, and its customers presubscribe their telephones. to.Ameri-
Tel’s dééignated-underlying carrier. ”CalIs &:e1;heq”$wit¢h§qi
routed, and terminated over the resold facilities.of .thé.underlying
carrier. NS SRR LA WM ) ’.
Because Ameri-Tel provides neo switqhing‘se;vié§§_tQ ;§s
customers, it is said to provide resold communications on a
"switchless"” basis. Switchless resellers essentially combine the
traffic of many individual users into a tariffed volume discount
plan of the underlying carrier. The xeseller passes along some of
the resultant discount to the end users, who thereby pay lower .
interLATA rates than those for which they would gqualify from. the
underlying carrier. The reseller retains the othexr portion of the
discount as gross profit. The role of the reseller is thexefore ..
mexely that of an aggregator of‘trgffic.z e

Because consumers benefit from the lower rates they - .
receive through competition from xesellers, this Commission has
permitted resellers to enter the market with reletive ease since.
the AT&T divestiture. However, after several years of experience
the Commission became concerned about the number of. xesellexs who .
had gone bankrupt, placing substantial rxevenues of the undexlying
carriers at risk. Accordingly, in Decision (D.) 90~08=032, 37 PUC
2d 130, the Commission adopted two criteria for granting.a CPCN to
a nondominant‘interexchange‘carrierH(NDIECJ,_includingya\resellerm
Fixst, the Commission requires the applicant to demonstrate that. it
has a minimum ©f $400,000 in uncommitted cash or equivalent

2 U.S. Sprint provides Ameri-Tel with magnetic-type.call detail
information each month, and rating and billing of callsiis. - ..
pexformed directly by Ameri-Tel ox through a billing agent so that
the Ameri-Tel bill .is included on the customer’s local exchange ..
telephone company bill. ' ' ‘ '
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f;nanc;al resources-—escalated at a 5% annual rate beginning in.
1991--Ln order to insure. that it will be able-to meet; its: Lnxt;al~
operat;ng expenses.3 Second, the appllcant must, make-a-. AT
reasonable showing of technical expcrt;ﬂe”;n‘telecommunxcatxons ox
a related bus;ness. PR UL
. Currently, undex D. 90-08-032 .an appl;cant, zﬂcludlng a

sw;tchless reseller, can only be excused fxom the requirement of:
making a showxng of $420,000.from available cash, .or the .
equ;valent, undex rare cixcumstances: . . R

*Any appl;cant who can make a...showing. that

($420,000) in cash is not needed for his .

pr0posed first year of operation, in absence of

revenues during that period, may be granted a - -

[CPCN] with & lesser amount. A sufficient

showing must be made, however, that appl;cant

can meet all demands for wages, rents, .

wholesale IEC and LEC services, equipment and

supplies and any applicable taxes for the flrst

full year of operation...." (37 PUC 2d 148.)
Consequently, & switchless reseller which lacks a current revenue
stream may nevertheless obtain a CPCN if its xesources axe -
sufficient to meet its ant;c;pated oblxgat;ons dur;ng xts first -
year of operations. Lo : SO - SRR

“At the request of . the ALJ, Ameri-Tel furnished a’ pro
forma«;ncome statement for its California operations- for its
initial 12 months of operation. This income statement ‘is attached
as Exhibit A. Although rxevenue projections axe not high, Ameri-Tel
anticipates that it will experience no costs (except that’'of -
supplies) in the absence of. revenues. This is because  a switchless

- “ Loty
N N V- Yoo

3 The administrative law judge (ALJ) recently el;cxted commentsl
in. (R.) Rulemaking 85~08-042 on whether the Commission ‘should- N
establish a special category ¢of NDIEC to be known as a."Switchless-
Reseller, " and offer that category of NDIEC a lesser f;nancxal
fitness requirement for certification to entexr the interLATA
telecommunications markets. ALJ Ruling dated September 6, 1991.
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resellexr relies for production of ‘revenue almost solely upon the
rate differential produced by the agqregatlon of “and’ payment for,
calls under the underlying carrier’s Tariff: In’ other words{ cost
of sales is negligible because the reseller incurs’ v;rtually no ‘
costs of its own. o
‘In the instance of Ameri-Tel, the company s. overhead
consists of a small- management team, the lease'of office’ space, the
cost of sales pexsonnel, and other normal’ bus;nesv'expenses such as
insurance and office supplies. It is’ ‘obvious from 'the pro forma
income statement and other: materlals ‘furnished wzth the applxcatxon
that much of this overhead expense is hoing absorbed by-;ts
operations in other states, where it'is currently operatang Most
importantly, its sales personnel are on. commass;on, and theixr
commissions are based upon sales obtaxned 1n prov;ous months, after
the company actually receives revenue from the salesr -Similarly,
billing expenses and transmission 'costs are not payable until
revenue-producing calls are actually made, so.there will only be a
short lag between the accrual of Ameri-Tel'’s obligations and :.ts : .
receipt of revenues to cover them. AR Lot e o
Ameri-Tel furnished a revised balanoe .gheet , current as’
of December 31, 1991 [sic), at the request :of the ALJ. 'This
balance sheet is attached as Exhibit B. It lists cash-on hand in
excess of $41,000, plus current receivables of more ‘than $135,000.
Customer billings exceed carrier charges' payable by more than
$26,000, which presumably represents some approximation of monthly
gross profit. These figures provide a strong indication that
Ameri-Tel, as a going concern, is able to meet its ongoing
obligations.
Ameri-Tel uses RAM Accounting Sexvices as its cash
management agent. Ameri-Tel states that RAM provides. cash
management .services .for such corporate cl;ents as - Chase Manhattan
Bank, CitiBank, and FDIC,. and has a f;duc;ary :esponsxbxllty to
maintain suff;c;ent balances on. behalf of ats cl;ents to satlsfy
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all operatiehal’lohé'diétanee‘eerVicé”eoét‘ . This’ arrangement
provides an’ added measure of financial secur;ty for Amerm—Tel s"”ﬁ
projected operations in California. ‘ S R G
Ameri-Tel intends to utilize credit verification’
procedures when signing up customexrs, and reserves' the right to
deny service to potential customers with unacceptable financial®
profiles. In the event that a poteéntial customer’s financial '
condition is unknown or marginal, the”companylmaY“cbllect an’
advance payment equivalent to one month’s usage. This payment wxll
be applied to the customer’s current month’s pill. 4 ‘These
measures provide some protect;on agaznst potent;al risk to- local
‘exchange carriers. ‘ ' C T
In'the event’of”Ameri-Tel’s”fhilure}“custbmefS‘WOﬁld
still be able to complete ‘calls over the underlying carrier ‘and '
would be billed by that carrier. Customer service would be %'
continuous, and the administrative change in interLATA carriers
would be transparent to customers from the standpoint of service.
Under these facts, we f£ind that Ameri-Tel qualifies for'
exemption from the current available'bash~requiremeht for granting
a CPCN to an NDIEC. Ameri-Tel'’'s capital needs are minimal,”as is -
its fixed operating expense. If it is aufhorized’tolengege*in“'”'
operations as a switchless reseller, ¢onsumers will' reap the ‘
benefit of lower long distance costs, yet will en*oy'the
transmission quality of the established underlying carrier.s”

4 Ameri-Tel does not otherwise intend to collect deposits from
consumers during the first year of operation, and we have inserted-
a condition to that effect Ln the Order.

5 Whether such reseller arrangements are f;nancxally deleter;ous
to underlying long distance carriers is the subject of pending
comments in R.85-08=042. In the absence ¢f further requirements to
protect or compensate those carxiers, however, we are not concerned
with protection ¢f the underlying carrier’s earnings in this
proceeding.
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. There remains fox considexation only the question whether
Amer;-rel possesses the requisite. techn;cal expertise in. . . .. ..
telecommunications or a related business to qualify foxr. authorrty
to operate as a reseller. . We f;nd;;hat,rt,does._,Although Ameri-
Tel xelies almost wholly upon the expertise of its underlying. ..
carrier to provide the actual telecommunications service, its chief
executive officer, president, and vice presidents have substantial.
experience in business, including financial planning. and marketing.
One of its vice presidents has served as a major account, executive
for US Sprint and MCI. As. further evidence of its technrcal .
competence, Amerx-Tel filed its proposed taxiff with its . o
Application. Finally, Amer;-Tel is assisted by two. consultants who
have extensive experience in the telecommunlcatronshlndustry.
Consequently, Ameri-Tel satisfies,thevCommissiouﬂs_uechn;cal
expertise criterion for entry. ... . . ~

In light of the foregorng, AmerL-Tel 3 applrcetron is.
approved.( o
indings of Fact , o e
1. A copy of. the Appl;catxon herezn has been‘servedrupon

each interxexchange. carr;er offering "l+" service to business and
residential customers ln‘CalLfornla, wh;eh.are all‘of,Amerz-rel,slw
potential competitoxs. .

2. Notice of filing. of the Appllcatron was duly publrshed in
the Commission’s Daily. Calendar.v : . e

3. Ameri-Tel has sufficient flnancral resources to meet all
demands for wages, rents, wholesale interexchange carrier and local
exchange carrier services, equipment and supplies, and any
applicable taxes for the first year of operation of the.. A o
telecommunication service for which it requests a- CPCN’hereLn.-pvfb

4. Ameri-Tel has sufficient technical expert;se in i
telecommunications and in the marketing of telecommunrcat;ons
service to. perform the serv;ce for which it requests a CPCN herern.

I
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Conclusions of Law . - .0 .~ L B S T SR BT S

1. The Application” should be granted to the ‘extent . set: forth
in the Order herein.. ST AR P T

2. Because of the public interest in competitive\interDATA‘
sexrvice, the Oxder herein should be made effective immediately.

O RDER:

IT XS ORDERED that: -~ -~ . SO R

1. A cextificate of public convenience and necessity -is-

granted to Ameri-Tel Communications, Inc. (Amexri-Tel) to-operate -as:
a reseller . of the interLATA telecommunications service offered by
communications common carriers in Cal;fornxa, subject to the -
following conditions: ' S '

a. Ameri-Tel shall offer and provide its

sexvices only on an intexLATA basis;

b. Amer;-Tel shall not prov;de lntraLAmA
services; o o

Ameri-Tel shall not hold out to the public
that it has authority to provide, or that
it does provide, intralATA sexvices; and

Ameri-Tel shall advise its subscribers that
they should place their intralATA calls
over the facilities of the local exchange
company.

2. To the extent that Ameri-Tel requests authority to
provide intralATA telecommunication: sexvice, it is denied.

3. Within 30 days after this order is effective, Amexi-Tel
shall file a wrluten acceptance of the certlfmcate ‘granted in this
proceeding. ' L i, .

4. a. Ameri-Tel is authorized to file with this Commission,
5 days after the effective date of this ordex, tariff schedules for
the provision ofvintéfLAmA‘serVice..iAmeri-Tel‘may not offer
service until tariffs are on file. If Ameri-Tel has an effective
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Federal Communications Commission (FCC)-approved taxiff, it may ~-"
file a notice adopting such FCC tariff with a-copy:of the FCC
tariff included in the filing. Such adoption notice shall .
specifically exclude the provision of intralATA service. ' Lf Amexri-
Tel has no effective FCC tariffs, or wishes to file.tariffs
applicable only to California intrastate intexLATA service, it iz
authorized to do so, including rates, rules, regulations, and other
provisions necessary to offex serxvice to the public. Ameri-Tel’s
initial filing shall be made in accordance with General Qrder
(GO) 96=A, excluding Sections IV, V, and VI, and shall be effective
not less than 1l day after filing. L Vo tee L
b. Ameri-Tel is a nondominant. ;nterexchange carrier
(NDIEC). The effectivencss of its future tariffs is subject to the
schedules set forth in Ordering Paragraph 5 of :D.90-08-032, as. .
follows:

"5. AlL NDIECs are hereby placed on notice that
their California tariff f£ilings will be )
processed in accordance with the followxng
effectiveness schedule:

*a. Inclusion of FCC-approved rates Ln
Califoxrnia Public Utilities
[Commission] tariff schedules shall
become effective on one (l) day,s
notice, ‘

Uniform rate reductions for cx;*txng
services shall become effective on fi
(S) days’ notice, . . ,

Uniform rate. increases fox existing .
sexvices shall become effective on
thirty (30) days‘’ notice, and shall
requirxe bill inserts or first class.
malil notice to customers of the pending
increased rates, and ‘

vy

Advice letter f;l;ngs for new services
and for all other types of tariff
revisions shall become effective on
forty (40) days’ notice."”
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5. Ameri-Tel may deviate from the following provisions 8%”_’

GO 96-A: (a) paragraph II.C. (1)(b), which requires. consecutxve .
sheet number;ng and prohxblts the reﬁse of sheet numbers, and
(b), paragraph II c. (4), wthh requires that “a separate sheet or
sexies of sheets should be used for each rule.f Tar;ff f;llngs
anorporatxng these deviations shall be subject to the approval ot
the Commxss;on Advisory and cOmplLance Dlvmsaon s (CACD) ’d'
Telecommunxcat;ons Branch. Tariff filings shall reflect all fees
and surcharges to which Ameri-Tel is subject.’ B A

6. The requ;rements of GO 96-A relatxve to the effect;venese
of tariffs after £iling axe waaved to the extent that changes 1n ‘
FCC tarlffs may become effect;ve on the same date for Calaforn;a
intexLATA service for those companies that adopt the FCC taraffs.

7. Ameri-Tel shall file as part of its 1nd;vxdual taraff,
after the effective date of this crder and consastent w;th Orderxng

Paragraph 4, a service arca map. )
8. Amexi-Tel shall not collect any depos;t from ats

customezs for a pexiod of one year 'from the date its seérvice is
fixrst rendered to the public, except that Ameri-Tel, at its
discretion, may collect an advance payment equivalent to one-
month’s usage, when a potential customer’s financial conditions is
unknown oxr .marginal, which initial payment shall ke applied to the
following month’s bill for that customexr.

9. Ameri=Tel shall keep its books and records in accordance
with the Uniform System of Accounts specified in Paxt 32 of the FCC
rules.

10. Amerl—mel shall f;le .an annual report, in compliance with

-'- LY 2LRL

GO 104~A; n”a“calendar-year‘basms using the information request

s '\I""(\‘-

foxm * deveIoped by the CACD Aud;t;ng and Compliance Branch and
conta;ned”ih’Attachment A.;

.. 11. The certlflcate granted and the authority to rendex
service under the rates, charges, and rules authorized will expire

P L
a0 PN
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if not exerc:.sed w:.th:.n 12 months after the effect:.ve date of this .

order.
12. Amerx—Tel shall send a copy of thrs decrsron to concerned“
local perm;ttxng agencxes not later than 30 days from today e
13. The corporate Ldentrf;catmon number assrgned to Ameri-Tel
is U-5244-C which shall be xncluded in the capt;on of all orxg;nal
frlxngs with thls Commrssxon, and ;n the t;tles of other plead;ngs
filed in existing cases. '
14. Within 60 days of the effectrve date of this order, A
Ameri-Tel shall comply with Publ;c Utxl;txes Code s 708 Employee'“
Identification Cards, and notlfy the ‘Chief of CACD'°'
Telecommunications Branch in wrrt;ng of its compl;ance. o
15. Ameri-Tel is exempted from the prov;sxons of Publrc o
Ut;lxt;es Code ss 816~ 830. S
16. The appl;catron is granted, as set forth above.
17. This decision closes this proceedrng.
This oxder is effective today
Dated October 23 1991, at San Francrsco, Cal;fornxa.\

FERE PP R

b PATRICIA M. ECKERT

. oo Prosident
JOHN B. OHANIAN

"DANIEL -Wm. ‘FESSLER™

- NORMAN D. SHUMWAY .,

Commrss;oners

: e
l CERTIFY THAT THIS, DECISION

WA.S APPROVED BY THE ABOVE
<:CwWNMSSKDNERS FDE#UY

,‘,\-‘
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TO: ALL INTEREXCHANGE TELEPHONE UTILITIES

Article 5 of the Public Utilities Code grants authority to the
California Public Utilities Commission to require all public
utilities doing business in California to file reports as specified
by the Commission on the utilities’ California operations.

A specific annual report form has not yet been prescribed for the
California interexchange telephone utilities. However, you axe
hereby directed to submit an original and two copies of the
information requested in Attachment A no latex than March 3lst of
the year following the calendar year for which the annual report is
submitted.

Address your report to:

California Public Utilities Commission
Auditing and Compliance Branch, Room 3251
505 Vvan Ness Avenue

San Francisco, CA 94102-3298

Failure to file this information on time may result in a penalty as
provided for in $$ 2107 and 2108 of the Public Utilities Code.

If you have any question concerning this matter, please call
(415) 703=1961. .
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ATTACHEMENT A
Information Requested of California Interexchange Telephone
Utilities.
To be filed with the California Public Utilities Commission, 505
Van Ness Avenue, Room 3251, San Francisco, CA 94102-3298, no later
than March 31lst of the year following the calendar year for which
the annual report is submitted.
1. Exact legal name and U # of reporting utility.
2. Address.
3. Name, title, address, and telephone number of the
person to be contacted concern;ng the reporxted
information.
Name and title of the officer having custody of the
general books of account and the address of the
office where such books are kept.

Type of organization (o.g., coxporation,
partnexship, sole proprietorship, etc.).

If incorporated, specify:

a. Date of filing articles of incorporation with
the Secretary of State.

b. State in which incorporated.

Commission decision number granting operating
authority and the date ¢of that decision.

Date operations were begun.

Description of other business activities in which
the utility is engaged.

A list of all affiliated companies and theix
relationship to the utility. State if affiliate is
a:

a. Regulated public utility.

b. Publicly held corporation.

Balance sheet as of December 3lst ¢f the year for
which information is submitted.

Income statement for California operations for the
calendar year for which information is submitted.

(END OF ATTACEMENT A)
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EXHIBIT A

AMERI=TEL COMMUNICATIONS INC,
PROFORMA INCOME STATEMENT
CALIFORNIA OPERATIONS

AUG 91 SEPT 91 OCT 91 NOV 91 DEC 91  JAN 92 FEB 92 MAR 92 APR 92 MAY 92 JUN-92  JUL 2

Revenues $2,000  $3,000 35,000 36,000 38,000 310,000 $12,000 $14,000 $16,000 318,000 320,000
Carrier Costs 31,300 31,950 $3,250 $3,900 35,200 $6,500 47,800 39,100 310,400 $11,700 313,000
Salaries 30 30 30 30 50 50 30 30 30 50 30
Commiasions $200 5300 3600 3800 31,000

8illing Costs $1,120 $1,300

Rent & Equipment 30 30

Supplies

Insurance & Taxes 50 30 30

Profit 3680 31,000 $1,240

Note: Above figures are for revenue and costs associated with California operations,
Note: In absence of revenues, all coats (except aupplies) are also eliminated.

(KND OF BXHIBIT A)




EXHIBIT B
Page 1

Ameri=Tel Communications, Inc.
. Application No. $0=09-048

AMERI-TEL COMMUNICATIONS, INC.
BALANCE SHEET
DECEMBER 31, 1991
Page 1 of 2

ASSETS
Current Assets

Cash - Republic Bank 41,043.98
Interstate Bank (37,799.79)
Nominee Cash Account 380.39
Accts. Receivable - employee 5,530.00
Accts. Receivable ~ billings 108,319.81
Accts. Receivable — other 21,500.00
Transfer to HOA 29,722.20

Total Current Assets 168,696.59

Fixed Assets

Computer Egquipment 6,590.86
Other Assets 200.00
Motor Vehicles 17,500.00
Customer Lists 48,000.00

Total Fixed Assets , 72,290.86

QOther Assets 21,009.45

T —————

TOTAL ASSETS 261,996.90




EXEIBIT B

Page 2
Ameri-Tel Communications, Inc.
Application No. 90-09-048

AMERI-TEL COMMUNICATIONS, INC.
BALANCE SHEET
DECEMBER 31, 1991
Page 2 of 2

LIABILITIES AND EQUITY

Current Liabilities

FICA Payable

Federal W/H Payable
State W/H Payable
Accruals

Accounts Payable
Carrier Charges Payable

22,148.16
14,303.36
6,033.77
'2,514.69
5,000.00
82,551.11
10,474.13

Phone Billing Payable
Commissions Payable
Sponsorships Payable

(1,123.38)
(8,147.62)

Total Current Liabilities 145,708.79

Liabilities

2,836.26
13,180.36
11,000.00
12,000.00
17,000.00

Payable - ITT
Payable -~ GMAC
Payable = C. Hogue
Payable - Birdsong
Pavable ~ T. Freeny

Total lLong Term Liabilities 56,016.62

Stockholder Equity

238.00
216,012.00
(155,978.51)

Capital Stock
Paid-in Capital
Current Income (Leoss)

Total Stockholder Equity 60,271.49

261,996.90

TOTAL LIABILITIES AND EQUITY

(END OF EXEIBIT B)




