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INTERIM OPINION

1. Sumsmary of Decision _ , T
In 1988 we began to review the regulation of varlous-af

types of telephone utilities in order to assure that their
regulation was compatible with the existing business and technical
environment. Sincé that time, wé have ordered revisions fin the
regulation of Pacific Bell (Pacific) and GTE california, Inc. -
(GTEC), cellular providers,2 and nondominant interexchange -
carriers. (NDIECs) We now turn to the regulation of
radlotelephone utilities (RTUs). _ Cae
We exerted jurisdiction ovér RTUs in 1961. Duriﬂg the
period 1961 to 1988 we pursued three separate 1nvest1gations of thé
- RTU lndustry to updaté its regulatfon. In theése prévious :
.prOceedings, we shaped our requlation of RTUs to enhancé the .> :
federal policy ‘of RTU competition.  We instituted this proceeding
in 1988 after the Federal Communications Commission (FCC) adopted a
more extensive opén entry policy in allocating radio channels.; Ogr_
 general purpose in this proceeding is to determine the status of
. competition in the RTU industry and whether our RTU regulation S
needs revision to-bé compatiblé with recent FCGC regulation. In our
order instituting this rulemaking procéeding (Order), we asked the

1 Re Altérnative Regulatory Frameworks for Local Exchange.
carriers (198%) 33 CPUC 2a 43.

2 Re Siting and Environmental Review of Cellular Hobile ,
Radiotelephone Utility Pacilities (1990) 36 CPUC 2d 133 and Re
gulatlon of Cellular Radiotelephone Utilltles (1990) 36 CPUC 2d

3 Modification of Tarlff Rules for Nondominant Interexchange
Telecommunications Carriers (1990) 35 CPUC 2d 275 and Re Tariff
Filing Rules for Telecommunications Utilities, Other than Local
Exchange Carriers and AT&T-C (1990) 37 CPUC 2d 130. _
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industry to comment on 27 specific questions.‘ RTUs, local " : .
) ~exchange companies (LECs), Division of Ratepayer Advocates (DRA)
- and other interested parties filed comments and reply comments
addressing these questions.5 ‘ B
: The comments and reply COmments show a general cénsensns
on the status of competition in the RTU industry.‘ DRA presents a
_study of the competitive factors in the RTU industry for the period
1984-1987. This study is based upon Commission records, such as
annual reports and RTU certiticates of public convenience and
necessity, and individual surveys conducted specifically for this
proceeding. DRA's study summarizes: the number of RTU oPerations*
revenues of largé, médium and small firms; capacity of FCC ’
channels; sizé of plant per firm; quality of service; and
- rYeasonablenéss of rates., DRA usés thesé statistics to perfOrm two
markeét conceéentration studies, the Herfindahl index and the
- concentration ratio. Based upon the results of. these studies, - DRA
' concludes that there is growing competition in the RTU industry. 7
The parties do not disputé this conclusion and agrée that SH .
competition is stimulating both service of high quality and lower -
rates. : : o :
There are two major controversies in ‘this proceedingl
whéether RTUs should be reclassified as énd-users, and whether RTUs
may lawfully be deregulated. If regulation is to continué, the
parties also dispute whetheér interconnection rules shouid be
strengthened and how existing certification, éxpansion and tariff

filing rules should bé relaxed.

4 The c0mplete 1ist of questions askéd in the order instituting
this rulemaking proceeding is contained in Appendix A,

5 A list of partieés filing comments and reply cOmments is’
contained in Appendix B, A chart of each party’s answer to each
question is contained in Appendix C. _
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I

S DRA recommends that we remove all existing RTU regulation
in phases.~ DRA récommends that in an interim order we déié?lff all.
RTU services except those in rural areas and order a study of - basic'
rservice in these areas. DRA recommends that we require in the- same
interim order, the reinvestigation of RTU classification in & :‘
‘separate proceeding, that LECs prépare accounting procedures to -
separate RTU affiliates and that interconnection negotiation be =
conducted in "good faith* with a é-month time limit for instituting _
the requesteéd intérconnéction. - After we resolveé the classificatIOn
of RTUs, thé requlatory treatment of basic service in rural areas,
separaté accounting procedures for RTUs affiliated with LECs and
interconnection problems, DRA recommends we derégulate the entire
RTU industry in a final order. Seévéral parties agréé that RTUé{ﬁéy,
lawfully be déregulatéd. .
Other partiés argué that thé law does not allow ,
sdetariffing or derégulation and that existing certification and _
tariff £iling rulés should be relaxed. A majority of these parties
also recommend moreé stringent rules governing the RTU/LBC e
interconnection arrangément. Somé agreé to DRA’s récommended good
faith* bargaining with a time limit for instituting interconnection
services. All RTUs opposé DRA‘s recommendation to reinvestigate
their classification as co-carriers. E
Parties als6 comment on these issuest the Commission's.'
role under the California Environmental Quality Act (CEQA), RTU
agents, predatory pricing, cross-subsidies, consolidation and -
customer complaints. '
After review of all comments and replies, we conclude :
that existing statutes mandaté RTUs to file tariffs and that the
classification of RTUs needs no reinvéstigation at this timé, We
find that interconnéction is a monopoly sérvice provided by LECs -
and warrants stringent regulation. - Theréforé, we requiré éach LEC
presently offering RTU intérconnection services to file an
application proposing a tariff for RTU interconnection service,
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:iccmmission regulated RTUs and may bé used by RTUs only to! provide

hf;;fRTU service. Once effective, these tariffs will replace éxisting
"»L'LEC/RTU intercowpany agreéements and will be governed by all

g Happlicable statutes and Commission general orders, including

' :;General order (GO) 96-A. -
: We agreé that competition warrants relaxed certification

"f,and rate reduction rules. Therefore, we authOrize simultaneous

'fvfiling of FCC and Commission applications, with qualifying
""conditions, and we authorize rate reductions effective on one day s
~5{n0tice and minor increases on five days’ notice. HowéVer, ‘we find
*‘finsufficient justification to rélax existing expansion rules., ‘

' We order further proceedinqs in this dockét to! .

1. reviéw LEC surveys of basic telephoné .

: service in their respective rural areas;

2., recéive comments on the progress of Basic,(
Exchange Télecommunications Radio Service
iBBTRS) and cellular servicé alternatives -

n rural areas} IR

detérmine whéthér RTU service in rural
areas is basic télephone service}

review LEC proposed accounting procedures
for the accounting separation of RTUs -
affiliated with LECs} and

5. recelive DRA’s updateéd report on RTU
industry conceéntration.

o Pursuant to the original procédure previOusly established
-for this rulémaking (Order, p. 12, Item 27), the propdsed decision
of ALJ Bennétt was mailéd on October 23, 1991, Pufsuant to
‘Rule 87, wé deviated from Rule 77.2 of thé Rulés of Practice and
procédure (Rulé) to extend thé comment period on thé prOposed
deéision to 30 days and thé reply period to 10 days. Fourteen
parties' duly filed comments and five parties filed reply comments.

el r.i;including all terms, ccnditions and rates for each type:‘_'f service. _ .
' *1fThe resulting RTU interconnectibn tariffs will be applicable to
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. We have nade the technical and clérical revisions suggested by thei
,parties. We have added clarifying language where parties have ff
suggested clarity is rnieeded: We have adopted two minor revisionst
requiring the RTU tariff to be filed in a future appllcation,
instead of an advice letter; and, réquiring that the FCC public
notice period is expired before an application for Commission
certification may be filed. In a11 other respects, the proposed
decision is unchanged. ' ~
prior to the adoption of the modified Ruleé 18(0), it will
be forwarded to the Office of Administrativée Law (OAL) in
. accordance with applicable provisions of the Government Codé. At
- the conclusion of the OAL noticé requiréments, we inténd to adopt”
the proposed Rule 18(6) containeéd in Appendix E. :

2. Procedural Mattérs -
On February 10, 1988, this Commission invited a1l RTUs,

' LECs, and other interested parties to commeént in this rulemaking f'
proceeding on the status of the radiotéelephone industry and the  '
appropriateness of the présent régulatory scheme for paging and
convéntional two-way radio services, Afteér outlining Commission .
caselaw, the structure of the RTU industry, and the current
régulatory framéwork, thé Commission indicated that it would like,-

- to revisit its policies for regulating radiétélephone services. -

The Commission’s overriding inteérest is whether less-restricted
competition might léad to cheaper or bétter sérvices and whéther

" thé benefits of the current regulatory system exceed the cost paid
by RTUs to comply. (ordéer, pp. 7-8.) The Commission listed 27 -
questions to be addressed in commehts.6 All RTUs are respondents*
in this prOceeding. The Commission rulemaking érder was mailed to

6 See Appendix A.
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respondents, all LECs, “and kno6wn. interested parties. ' (fdmentéi’ ﬁére*‘
due on ox before April 22, 1988.
Oon March 16, 1988, DRA requested that the filing date for
comments ‘be extended to June 3rd, and for reply comments to .
~ June 24th.. DRA asserted that its investigation w0u1d not. be
complete until April 22nd, and that an incomplete inVestigation -
could produce unnecessary requests for evidentiary hearings. Since
there was no objection, the assigned administrative law judge (ALJ)
‘grantéd the éxtension. R ‘ ' :
On Juné 2, 1988, DRA requested a further extension to
June 7th, stating that its comménts exceeded 100 pages and could
not bée timely reproduced. DRA represented that. it would not read
“any comménts filed on June 3rd until after it had filed its
‘comménts. DRA’s comménts weré filed on June 6th. Since there are
no objections to this request and reasonable cause is giVen, we
accept DRA‘s late-filed comments. - : : _
On or before June 6, 1988, 14 parties filed cOmments,
including DRA. On ox before July 1, 1988, eight parties filed - .
'reply comments and the proceediﬂg was considered submitted.jn, .
: On June 28, 1988, Mobilecomm of California, Inc.
’(Hobilecomm), stated that its réeply was late due to other parties'
comméents being received late as well as the néed to obtain approval
trom various corporatée levéls for its own reply comments. .
Mobilecomm requested a one-week extension and filed reply comments
on July 1, 1988.
- . On July 8, 1988, two parties moved that their laté filed
comments be accepted. Allcity Paging and Crico COmmunicationé
corporation (Allcity and Crico) represented that comménts were
filed late because they did not receive many of the other parties'
. comments until a few days before the June 24th deadline; including

7 See Appendix B.




R.08-02-015 ALI/PAB/Soc

L DRA's comments, which were received on June 21st, As of the date
;'of their request, Allcity ‘and Crico represented that they still” had
not recéived all comments filed in the proceedinq._; ‘ - g
The explanations given for late filing of reply cbmments
givén by Allcityt ‘Crico, and Hobilecomm are reasonable. - No party ‘
objected to these motions. These motions are granted and the
late-filed reply comments are accepted. : e
on September 13, 1988, réespondents Allcity and Radio L
Relay Corporation of Califérnia (Radio Relay) filed a motion- to
‘convert this rulemakirng proceeding into an investigation where a
prehearing conferencé and évidentiary héarings would be sét to
address five controversial issués. Respondents alleged that thefe
weré ceértain errors in. the background facts upon which variOus“

"~ - parties based their positions. Howéver, respondents did not-

‘explain which facts wére in- error. Théy opposéd DRA’s -
récommendation to revérsé RTUs’ status as teélephone corporations,_4
and réquested that hearings be held béfore such a decision is made.'
Respondents also requéested that this issué be referred to the '7
commission’s legislative staff or éxcluded from consideration at
“this time, : : -
Allcity and Radio Relay do not indicate which tacts ave
in error in théir motion, nor have they included this’ information
in the Reply comments. Thus, the motion is based on speculation
and must be denied. | h

: On October 13, 1988, Allied Radiotelephone Utilities B
Association (Allied), which represents séveral RTUs, filed a motion'
to set a prehearing conferencé in résponsé to Allcity and Radio
Relay’s motion to convert the rulemaking into an investigation. -
Allied agreed that hearings wéré required prior to any changé of
. RTU status. However, instead of hearings, Allied requested a .-
"prehearing conferencé and workshops prior to a final decision iﬁ'
this matter. Again, this respondent’s main concern was changing
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RTU status without a hearing- Since we do not herein order a ', S .
change in RTU status,” this motion is also dénied. o
3. The Historv of RTU Requlation = o

' The FCC allocates radio frequencies or channéls to -

domestic public land mobile radio carriers (public radio carriers)

'and private radio carriers. The FCC ‘includes radio common carriers
(RCCs) and miscellaneous radio common carriers (HCCs) in the

category of public radio carrfers. The frequencies allocateéd to
public carriers are separated from those of private carriers.:

public radio carriérs aré authorized to provide radiotelephOné
services to the general public; private radio carriers may provide

- gervices to a select group of customers. :

This Commission classifies public radio carriers (RCCs
and MCCs) licensed by the FCC as régulated RTUs and telephoné
corporations because they offer télecommunicatiOn services ovér the-
public switchéd ‘telephone network to the general public. Regulated
RTUs may provide oné-way paging, two-way mobile, maritime mobile, -
‘ajir to ground or céllular mobile services. RTUs offering services .
to the general public within California are under the jurisdiction
of this Commissicn. We have not exerted jurisdiction over. priVate

radio carriers licenséd by the FCC. . (Re RegulatiOn of
Radiotélephoné Utilities (1961) 68 CPUC 756, (1978) 83 cpUC 461 and
(1983) 12 cPUC 2d 363.) :

RTUs are subject to statutéry regulations governing
telephone corporations.. Thus, RTUs must bé cértificated under
Public Utilities Code § 1001 and comply with 8§ 454, 455, 489, and
491 (reasonable rates, tariff filing and notice 6f proposed rate -
changes). RTUs must obtain Commission approval under § 1001 prior
to constructing new facilities, expanding operations or
discontinuing service. We requiré RTUs to file with us the same
annual réport that is filed with the FCC. We have authorizéd RTUs

to file Fcc-approved tariffs.
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Bécause they are public utilities, RTUs have the power to :

' ’lcondemn property undér §§ 610-624 and, initially, we required RTUs

to seek Commission approval of stock transactions (S 816 830)

and the authority to transfer or encumber utility property - .
(66 851-855). (We later rélaxed the stock transaction and transfer'
requirements, discusseéd below.) RTUs must also meet the '
environmental standards set by thé CEQA. As the lead agency under
CEQA, this commission décides whether thesé standards are met.w

' We have invéstigated the requlatién of RTUs on three
,occa51ons ‘since 1%861. : : :

: - In 1966, we joined two RTU complaints for resolution with_
a generic regulatory investigation. We concluded that the public S
interest in providing telécommunications services requirés an_ RTU
to be interconnectéd to thé public switchéd telephone nétwork -
operated by an LEC. We determined that the RTU is responsible fOr

imaintaining its landliné radio equipment and thé LEC is responsible L

for the telephone equipment when an RTU is interconnected with an o
~ LEC.  We found the Pacific Telephone and Télegraph Company’s (the
predecessor of Pacific Bell, or Pacific) proposed tariff to bé
réasonablé and authorizéd the tariff to bé accompanied by an’
executéed intercompany agréément. We grantéd the RTU the option of
providing non-Bell intérconnection equipment or obtaining it frOm
Pacific. We prohibited the RTU from connécting non-utility
business and utility business lines or cbﬂducting improper
switching. We authorized RTUs to obtain as many télephone'lines as
néeded for its operations. (Re Pacific Telephone and Telegraph
company (1966) 66 CPUC 202.)
' In 1978, thé FPCC adopted a néw open eantry policy for
local public paging operations and opéned additional paging
channels. The permits for thesé néw channels were based solély
upon an applicant’s technical criterfa. In licensing procéedings,
the PCC made no inquiry into public neéd, convenience and
necessity, or to channel compatibility between different local




R service areas.: In response to this federal action, we again
. investigated our’ RTU regulation to make it compatible. He. required
eall RTUs, except ‘private mobile radié carriers, to file service '
'territOry maps to aid parties in resolving boundary disputes. HWe
gave RTUs the right under Rule 10.1 to file formal complaints to
resolve intercarrier boundary disputes. (D.88513.) ‘
.. Ia. 1983, pursuant to the federal and stateé policy of opén
entry, we reviséd Rule 18(o) placing on protéstants in an
_ application proceeding thé burden of showing that no public need:
~existéd for certificatiOn or expansion. (D.83-08-05%.) 1In the
samé decisiOn, we required RTUs to first obtain an PCC license ‘
before filing an application for certification with this -
Ccommission. :
, Thereafter, from 1983 to 1987, weé sought to keep all
carriers offering néw téléphone gservices on equal regulatory
footing because’ the services of these carriers compéte in the same
nmarkets thrOughout california. We updated RTU regulatiOn on a

case-by-ilase basis to réflect the sameé regulatory flexibility as .
that of céllular operators and NDIECs. For éxample, in 1987 ‘the |
Commission exempted RTUs from L33 816 830 - (stock transactions) and

§ 851 (transfers and encumbrancés to securé debt); and delégated
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authority to the Executive Director to approve uncontested
applications for the transfer of RTU ownership. (D.87-10= 035 )
Several months later we relaxed the requirements contained in Goj,'7
96-A as they applied to RTUs by reducing from 40 days to 30 daYS,_~
 the efféctive daté for RTU advice letter filings which do not " .
fncrease rates. At the same timé we also exemptéd RTUS from thef
requirement that advice letter filings may not exceed $750 000 in
révenues per year. (D.§8-05- 067.) o
In 1988, prompted by rapid changes in radiotelephonef -
technology and market structure, and by complaints from RTUS
. régarding our regulatory framework, we instituted this rulemaking
proceeding. We asked 27 specific quest.i.ons8 about the RTU _’
industry under the sub-headings ofs goals and regulatory _
framework; competition, économic efficiency and market power; RTUs
and univérsal service; interagency issues* and generic and
procedural issues. : S

4. Goals of RTU Rggglation : .
DRA récommeénds thé same goals for RTU regulation as those

that are generally applied to the regulation of otheéer .
telecommunications utilities: universal service, economic :
efficiéncy of pricing and production, encouragement of
technological advancement, financial and rate stability, full
utilization of the local exchange nétwork, avoidance of cross->
subsidies or anticompetitive béhavior, and inexpensive and
efficient regulation.g To this list, sevéral parties pr0p036 _
that we add our statutory duties of ensuring reasonable rates ‘and
reliable service. Other parties récomménd goals moré specifically

related to the RTU industry: equal regulation of wireline and

8 See Appendix A.

9 See footnotes 1, 2, and 3 above.
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' _nonwireline RTU providers, facilitating the best use for the
»limited radio frequency spectra, and equitable terms for thé

’ 1nterconnection of an RTU to the LEC.

~ Theé only goal that is disputed by the parties in this

proceeding is universal service. This goal requires that telephOne
corporations make basic teléephone séxvice available to all members
- of the public within its service territory at an affordable price.
"~ This goal is generally applied to télephbné (:Orpcra'tioné. ~ However,
we récently concluded that universal service is not yet an
appropriate goal for the high cost cellular industry becausé it
will sérve only five pércent of the population in thé néar future
and is undergoing rapid technolégical change. (D.90-06-025.)

In this proceeding, some partiés quéstion whether
universal service is an appropriate goal for the RTU {ndustry since
they classify paging and two-way mobilé service as discretionary--
not essential--service. Othér parties indicaté that RTU service is
the solé méans of teléphone communication in certain segmeénts of
their service areas, implylng that it is, indeed, essential
service. : - o
Pacific finds that RTU service COHStitutés basic éxchange
sérvice in a few remote, rural areas whére landline telephone
service via teléphone poles is impossible because of the terrain.
pPacific recommends that RTU servicé be regulatéd in these areas in
the samé manner as basic exchange service, including measures to
maké the service affordable by all customers. However, Pacific
believes that nationwidé RTU development will require’ regulators to
recognize that paging and improved mobile service10 aré not basic,

10 Improved mobilé service allows 4 customer to "roam® throughout
the state without serxvice disruption. (DRA Comments, pp. 3.3-3 and

3.3-4.)
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. _' essential services and’ that LATA bouﬂdaries do not limit
o radiotelephone service. : e
: Metromedia does nOt believe any basic exchange service is
' provided by RTUs and contends that even if ‘it is, RTUs haVe met
‘their social obligations for affordable sérvice through pfograms j
such- as Life Page Service, a paging sérvice provided freée to organ
transplant organizations. - :
'GTEC does not believe that rural RTU service is basio
' exchange service. Howeveér, even if it is, GTEC points out’ that- the
FCC has recently allowed more télephoné service options which will
increase radiotelephone competitiOn in rural areas.11; Thus, GTEC
contends that these néw 0ptions may affect the availability of RTU
service. in rural ‘areas - and the question of whéther RTU. service is
nondiscretionary ‘basie teléphone servicé in thesé aréas. »
California Autofoné and Radio Electronic Productsfr
Corporation (RBPCO) serves northern. countiés with extensive rural
‘areas of mining, logging and agri-business economies.l REPCO also

. : comments that terrain in many of these areas makes traditional
landline teléphone service 1mp0551ble. REPCO contends that RTU
service is better suitéd for thésé areas and that frequencies,f-f:

11 In 1988, the FCC allocated additiOnal radio channels té be
used for BETRS: - BETRS seérvés as an alternative to basic - :
telecommunications servicé in rural service areas, especially those
*hard to réach® placés for conventional wiréline technolégy. BETRS
uses radiowaves to connect rural customérs with the public switched
toll network. All LECs have the option of employing this
technology if it proves to bé moré cost-effective than installing
wire. izéns Utilities company of California (Citizéns) and GTE
West Coast, LECs in Northeérn.California, curréntly émploy this
service in portions of thelr service territories. Continental -
Télephone Company (Contel) also uses BETRS in its sérvice territéry
in southern California. Also in 1988, the FCC accegted and granted
applications for cellular service in California’s 12 Rural Sérvice
Areas (RSAs). Présently, all 12 RSAs have at least one facility-
based carrier providing cellular teéléephone service. i




. , Thus, in thesé
: pléces REPCO believes RTU service is essential and recommends that
_,ﬂ[the cOmmission continue to regulate rural service as basic exchange
;fIService to assure its availability to all customers. R
- 'DRA is unablé to evaluaté all rural areas bécauaef@;
’;BinfOrmation about basic service in rural areas 13 not routinély
filed with the commission. DRA °stimates that 1% - 1. 5% 0f RIU
]icustomers live in rural areas. DRA’s ovérall recommendation is to
”o*deregulate the entire RTU industry in two phases. Initially, 4n an
: ;interim order all RTU service, except two-way mobile service in
- rural -areas, would be detariffed. DRA recommends that the
‘Commission order all two-way mobile. opérators to prOvide the
Commission the following information wlthin 90 days after ‘an order
. t_-in this prbceeding is signedt = : =

1. The total number of rural and maring:
customers within thé service territory;

' 2;‘ The number of customers who use two-way o A
- mobile service instead of universal o
service} . ‘ ‘ '_, U .

3. Thé options available to rural customers -
for obtaining services similar in quality
and price to two-way mobile service.

4 . After receiving this informatlon, DRA recommends that the
4Commission decide how two-way mobile sérvice in rufal areas should
be regulated. DRA recommends that thé regulation and rates for
rural customers remain the same until the conclusion. of the rural
‘customer study. After the issue of rural seérvice and other problem
areas are ‘résolved, DRA recommends that we deregulate the entire
RTU industry.

4.1 - Discussion

, ' We agree that we heed more compléte infOrmation about

"1rura1 two-way mobile service in each RTU service area beforeé we can
resolve the dispute over basic service in rural areas,' herefore,
wé will adopt DRA’s recommendation to obtain more extensive
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- information about basic exchange service in these aréas. We will
 order all RTUs and all LECs offering two-way mobile service to
survey and report the numbér of rural customers relying solely on_—
two-way mobilé service for basic exchange (universal) telephone :
service. We will consider *rural® to. designate an area eligible
for Rural Radio Sérvice as defined in FCC Rulés and Regulatione

Part 22.2, Definitions.lz_ In addition, wé need updated
information on the status of BETRS and rural cellular service _
offerings in oxder to evaluate whether two-way mobile service 1n )
rural aréas is basic service. We will request all parties to
address the issue of progress of these sérvice options in rural"
areas. Since we do6 not order deregulation in this proceeding
(discussed below) and sincé we believe the révisions to RTU -
réqulation which we now adopt will bénefit rural service, we will
makeé this order applicable to existing rural RTU operations, 1,"
contrary to DRA’s recOmmendations. '

5., Competition in thé RTU Industry ° : -
" Allied contends that the goals of RTU regulatiOn have -

béen achieved in urban areas under competition. Allied indicates R
that early paging systéms transmittéd short messages and 'béeps' -
over a limited area, oftén relying on operator iﬁtervéntion.'
Technological improvéments now énable pagers to transmit
information, including printed copy, automatically. Allied ‘
estimates that these téchnological advances have increéased RTU use

12 *Rural radio sérvice. A public radio service rendered by
fixed stations on frequencies below 1000 MHz used to provide

(1) Basic Exchangé Telecommunications Radio Servicé, which (s
public message communication service between a central office and
subscribers located in rural areas publi¢ méssage ;
conmunication service between landline central officés and
différent exchange areas which it is impracticable to interconnect
by any other means, or (3) privaté line télephone, telegraph, or
facsimile service between 2 or more points to which it is
impracticable to extend service via landline."
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'of the LBC public network with RTU servlces contributing 10% of .
. total énd office switching. Allied cal¢culates that in- 1988, calis '
“ placed by RTUs or their customeérs contributed $18 million in’
additional annual LEC revenue, return calls to pagers contributéd
$14 million, and interconnect feeés contributed $9 million. Thus,
in Allied’s opinion, competition has prompted technological
advancement, increased RTU use, and resulted in larger LEC
revenués. Alliéd conténds that this fncreased RTU use has :3’-’
4sign1£icant1y contributéd to full use of the wireliﬁe network and
RTU radio frequencies, which i{s oné of our regulatory goals‘; At -
thé same timeé, Alliéd conténds, improvements in techﬂology and the
existencé of competition have réduced the price of RTU services and
producéd a good quality of service. Other partié;-, a‘g'reé ’thati the
_ RTU industry is highly competitive.. S s
DRA baseés its conclusion on a study of thé factors
 génerally assessed in a competitive environmeat: number of
'carriers,,independence of carriers, revénues, numbér of . customers,
number 6f compéting carriérs within same areas, basis of o .
»competition, pricé of services, quality of service, and markét
shares of carriérs. DRA presents these facts in its study of the
'RTU industry for the period 1984-1987:
- The RTU industry has gyqwn. from 40 to 91
certificated carriers.

The number of paging customeérs increased. 73%,
paging units fncreased 80%, and total paging.
révenues rose 33%. At the same time, two-way
mobilé service declinéd 4% and represents 10%
of total RTU services. Paging services
représent 90%.

13 As of September 27, 1991, theré are 97 certificated RTU
carriers.




40 RTUs are operated by cOmpani¢s~h616ihalf-.i
more than one certificate and 33 were .
independently owned. Sl

‘The largést RTUs aré two LECs and thrée

Regional Bell Operating Company (BOC) . . .
affiliates, There aré seven méedium-sized
firms and over 50 small firms. Twenty-four -
firms are inactive. o

The largest RTU firms earn 65% of tOtal'__;,'
paging réevenues, thé medium-sizéd firms 2-8%,

2nd the small firms 33-39%. Small firms alsé =~

earn 40% of two-way mobile service revenues.

There is oné county in California wlth'hb,RTU~" ’

service and four counties with only one RTU.
However, in the remaining counties two to .
five indepéndént firms compete. o

Price is the prime méans of competingl"fhéia“
result, RTU ratés have been reduced 30-40%
from 1984-1987. S s

Quality of service is the sécond méthod of .
compétition., In ordér to assess the quality
of service, DRA reviewed the number of = -
customer complaints. During 1985-1987 - .
customer servicé complaints decreaséd from 13- .
to 2 and customer billing complaints F
decreased from 49 to 12.

Téchnical advances in radioteléphoné
transmission and reception have improved
service. Thereforé, DRA reports that RTU
service quality is good in urban areas.
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- Using the Herfindahl,index!? and =~
concentration ratio, ™ DRA finds very low
levels of concéntrated markét power. 1In
these methods of markét measurement; DRA
counts affilfated firms as one company. The
resulting concentration levels are
‘comparable to thosé of the soap and food
industries.

Radio Relay and Electropage, Inc. (Electropage) dispute
the existéncée of 12 competitors in Alameda County. They allege
that 9 of theése companies should be excluded from this count
because of marginal service territory, alter ego relationships or

- inactive operations. However, eéven with thése éxclusions, theré
remain 3-4 competitors in each location described -by DRA.

Parties do not dispute the other numérous facts derived
from DRA‘s study of the RTU industry for the period 1984 to 1987.

14 The Herfindahl index (H-index) is a statistic which captures
“the industry concentration lévél. Whén an industry is occupiéd by
one firm, a pure monopolist, the H-index is at its maximum value of
1.0. Theée value declines with fncreases in thé number of firms and
increéases with rising inequality among any givén numbér of firms,
If all firms have equal market shares, the H-index will fall toward
zéro as the number of firms fincrease. The H-index formula squares
each market sharé which reésults in large firms being given more
weight than small firms. 1In 1985, the H-index for paging sérvices
was 0,20 and in 1987, 0.16. Thé H-index for two-way mobile -
services was 0.18 in 1986 and 0.15 in 1987. Both measurements are
considered low lévels of concentration. (DRA Comménts, pp. 3.2-18

and 3.2-19.)

15 - The concentration ratio is the pércentage of total industry
sales contributed by thé top firms in the total market. It is -
common to report the top four and eight firm concéntration ratios
for an industry. The top four firms in the RTU industry controlled
71% of paglng sales in 1987, while the top eéight firms controlled
90%. If Pacific and GTEC wireline paging revenues are added to
these statistics, thése concentration ratios fall to 66% and 85%,
respectively. The concentration ratios for two-way mobile services
are similfar. The top four and eight firms providing two-way
mobile service control 69% and 89% of 1987 sales, respectively.

(DRA Comménts, p. 3.2-17.)




 Re88:02-015  ALI/PAB/Ja0

"DRA‘s market study does not evaluate sub-markets within the staté.{j
However, PacTél Paging (PacTel) presents the results of the H- index
and concentration ratios based upon the metropolitan RTU markets in
~ San Francisco, San Diego, Fresno, and Los Angeles. Theseé results
also show low levels of market concéntration. . : -

Based upon Alliéd, DRA and PacTel’s market information'°
and the supporting comments of a majority of the parties, we -
conc¢lude that thé RTU industry is highly competitive and that .

consolidation has not adversely affécted thé industry. Howevef,
the industry continués to grow and consolidate and statewide o
networks aré being certified. He desire to updaté information on. .
the market factors and impact of consolidation to verify that thése
conclusions are still valid. This study should include known sub-
markets, such as metropolitan areas, and other information DRA
deems pértinent to our inquiry about the markét and consolidation.;‘
Theréforeé, we will order DRA to update its market and consolldation
studies and to file and serve the study on all parties to this o
proceeding within 120 days after the effective date of this order.
partiés will have 20 days to comment on DRA'S updated study. o

¢. Derequlation of RTUs ,
. When we exerteéd jurisdiction over RTUS in 1961 bOth the

paging and two-way mobile telephone gservices were in their infancy
and both had few customérs., We indicatéd that under *changed -
circumstances" we may reach the conclusion that reégulation of the
RTU industry was not warranted. (D.88513.)

In this proceeding, DRA contends that 'charg_d_
circumstances® warranting the removal of commission regulation have
occurred, The changed circumstancés to which DRA réfers aré -
certain findings in its survéy of the RTU industry for the period
1984-1987. During this period, DRA finds that two-way mobile
service is 10% of the RTU industry and paging is 90%. DRA contends
these new circumstances justify deregulating the industry. We

disagree.
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7 The 'changed circumstances' to which we referred in our .
1978 decision were factors which place entities outsidé our
regulatory jurisdiction, namely, the lack of a public interest to
:regulate a public utility servicée and the lack of a serviceir'
offering to the general: public. Thus, public utility service to
select groups of customers or sérvice which invokes no public
interest does not require Commission regulation, .Accordingly, in
our 1978 decision, we ekpressly excluded from regulation "shared
repeater' services and private services, We statéd'that should the
circumstances of RTUs change, they may not require regulatien in
the futuré. Henceé, in ordér to remové RTUS from Commission

- regulation, a party must show that no public interest in regqulating
RTUs exists or that RTU sérvices are no longer offéred to the

- genéral public. - DRA doés not adequatély addréss thesé issués in
this procéeding. In fact, the commeénts of numérous parties,
including DRA, reflect the opposité opinion--that régulatibn'df'
interconnection is needed to protect the public interest in
obtaining RTU services, : .

In addition, our 1998 decision was not based on the .
division of paqing and two-way mobile customers within the RTU
industry. We concluded that RTUs must be requlated because their
services are offered to thé public and make use of_the public
switcheéd telephone network. We relied on the statutory definition
of a "telephone line® to reach this conclusion. Section 233
defines a telephone line as *...wires...to facilitate communication
by telephone, whether such communication is had with or without the
usé of transmission wires.* (Emphasis added.) Both paging and
two-way mobile telephones require the usé of the wireline network
and are services the RTU offers to thé general public. Therefore,
we cannot agree that the recent growth of paging alone justifies
deregulation. :
DRA and numérous commenters interpret §§ 489, 495 and

previous Commission cases to permit us to detariff or derégulate
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the RTU industry.' Other c0mmenters take the opposite view.‘ They
interpret these réferences as mandating RTUs to file tariffs. e

Section 489(a) states thati ’

“The Commission shall, by rule or order, require

éevery pgglic utility other than a common

carrier™® to filée with the

commission...schedules showing all

rates...together with all rules, contracts,

privilegés and facilities which in any manner

affect or relate to rateés...or sérvice."”

- (Emphasis added.)

In addition, § 495 statés thati

"Every télegraph and télephoneé corporation shall

print and file with the commission schedules

showing 4ll the rates and classifications for

the transmission of méssagés or conversations

between...points." ([Emphasis added.) ‘

Under thé legal rules of statutory construction; ,
the term "may" is generally interpreted as permissive, while the‘;
term 'shall' is generally interpreted as mandatory.. (Cal Jur’ 3d,
Statutes, § 147.) The term *shall® is used in both § 489 and'§ 445
in reférence to filing tariff schedules. . Thereforé, we have: no'i*‘
discretion to detariff or deregulate RTUs., Such action requires
changes in existing statutes by the legislature. .'

| - Parties comménting on the issue of deregulation offer

legislative solutions should we reach this conclusion. Théy
recommend that the Commission support legislation that changes -
§§ 489 and 495 to exclude RTUs or define *radioteleéphone B
corporation' as a category of public utility separate from the
~wireline =telephone corporation. They recommend that: this

législation specify that while RTUs have speoiflc rights and

16 Thé common carrier referred to in this statute is defined in
Public Utilities Code § 211 as a carrier providing transpértation

services.
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obligations, they are not subject to Other statutes applicable to .
monopoly wireline telephone corporatiOns. The parties recOmmend '
‘that the following statutes be modified to add such clarifying
languaget §728.3 (public telephones)} § 871 et . seq. (universal
service; § 489 et seq. (taviff filing); and § 786 (mandatory
mailings to residential subscribers). Mobilécomm assérts that
adding clarifying language in each of thesé statutes would aVOid
unintended regulatory restraints on radiotelephone c0rporations

which lead to further éxpense, time and litigation to lobby for
statutory amendments.

We will consider these recommended changes in statutes as

wé routinely review proposéd legislation. :

7. Status of RTUs : - -
In this proceeding, DRA recommends that RTU status bé

reinVestigated based upon the same current division of services
within the RTU industry, 10% two-way mobile and 90% paging.* DRA
suggests that under thése *changed circumstances,' it may be more
apprOpriaté to treat RTUs as end usérs. Thé implication of this .
7 recommendation is to charge RTUs additional énd user fees,
 including access charges, for interconnection. -
. A majority of the commeénters in this proceeding opposé
DRA‘'s récommendation to reinvestigate and possibly changé RTUs' .
status to that of end users. Crico allegés that theére is no recoxd
to warrant réinvestigation, that this recommendation defies common
sense, and that it undermines an RTU’'s ability to obtain reaSOnable
intércompany connection and traffic intérchange agreéements :
_ (intercompany agreements). Allied cites Decisions 62156, 71291,
74969, 88513, and 83-08-059 as conclusively deciding that RTUs are
telephone corporationss, Numerous RTUs contend if they are
reclassified as end usérs, they will have no protection from high
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$nterconnect charges because they w111 lose their legal standin?'és
a telephone corporation under § 766 to challenge theése- charges.‘7
_ Allcity contends that DRA's recommendation to change

thelr status to énd user could jeopardlze the very exlstence of
small and medium-sized RTUs. Alleity contends that LECs have
- historically attempted to unfairly disadvantage RTUs in negotiating
intérconnect terms, citing numerous complaint proCeedlngs. Crico
agrees and believes that many small and medium-sized companies -
would be at the mercy of LEC cOmpetitors if their classification is
changed. : Cn

Allied réquests that DRA’s recommendations regarding RTU
status be thé subject of formal hearings beforé they aré adopted. -

In responsé to these allegations, Pacific strongly -
disagrees that interconnect issués aré subject to this proceeding..
In Pacific’s opinion, to consider interconnect issués in this
_proceeding would be like discussing interLATA access in a -
proceéding regarding AT&T's regulation. Pacific does not bélieve _
an RTU rulemaking encompasses rulés on an RTU’s purchases from its '
LEC supplier. Pacific contends that RTUs do not 'provide the same_
basic eéxchange seérvice as LECs, nor do they have the Same>franchisé 
obligation to serve all customers in their territory. Thereforé, =
Pacific believes RTUs are distinguishable from LECs for the purpose
of negotiating interconnection. Pacific does not believe RTUs are
entitled to the same interconnect terms as LECs. Pacific contends
that LECs may negotiaté intercompany agreeménts among themselves
which are tailored to their specific néeds and may request
Commission intervention pursuant to §§ 766 and 767 if thesé
negotiations break ‘down,

17 Section 766 states, in part: *...If such télephone or

telegraph corporations do not agree upon the division between them
of the cost of such physical connection...the Commission may after
further hearing, establish such division by supplemental order." -
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. ' Pacific contends that DRA's request that intercompany .
‘agreements be approved by the. COmmission prior to implementation is ‘
. contrary to D.50837 (1954) 53 CcPUC 662, which required intercompany
‘agreements - to be filed for 1nf0rmationa1 purposes only. Pacific

believes that § 766 is sufficiéent to resolve RTU/LEC contract-

disputes.

7.1 Discussion: : : .
Wé areé given no reasonable justification to reinVestigate

the classification of RTUs. The allocation of paging and two-way
mobile services within the RTU industry is irreléevant to the_issue :
of classification. As discussed above, our conclusion that an RTU
is a telephoné corporation was not based upon this division of
services but on the naturé of RTU services. DRA has not addressed
the naturé of RTU services to support its recOmmendation to
réinvestigate. Thereforé, we. will not charnge this classification.
The question of whether an RTU should be charged énd user fees or
access charges is discussed bélow. :

8. Intéerconnection - : ' : .
RTUs offer paging and two-way mobile télephone service

using radio-operated systéms connected to an LEC's wireline
network. This interconnection is governed by an RTU/LEC agreement.
' The agreement specifies the LEC serviceés and facilities to be used
and the respective charges. Interconnection charges aré the
largest RTU expensé and can range up to $40,000 per month for a
Typé 1 connection.
There are two types 6f RTU connections, Type 1 and
Type 2. Thé Type 1 connection connécts the RTU switch or terminal
to each desired end office in its sérvice territory by a dedicated,
leased telephoné line. Separate trunks and a separate block of
telephone numbers are purchased for this purpose. A call placed by
an RTU’s customer is routed to the closest énd office, then




*R.88-02-015" ALI/PABfjac .

 transferred from eﬂdrcfficé to end 6fficé'uutil it féachés‘tﬁe”éna '
office closest to-its destination. Theére are charges to the RTU

" . for each switchingléperatiOn. This type of connection requires

that as many as 30 or 40 end offices be ‘linked in the typical
metropolitan area. The larger the number of end offices to which
the RTU is connected, the more likely it is that landline-
originated calls to RTU paging units will be charged *zZone 1*
(local) rates by the wireliné (LEC) carriér. The originating o
caller pays these telephone charges. If thé RTU has no connection -
to an end office néeded to complete a call, the originating caller
may incur toll charges for such a call. Charges for LEC facilities‘
dedicated to an RTU for Type 1 connection are well established by
LECs., :
_  Thé Type 2 connectiOn links thé RTU switch to an LEC
- tandéem, éliminating thé need for leased lines to, and identifying '
- numbers within, numerous end offices. Thé. RTU switch itself ?‘f
becomes an énd office. The Type 2 connection is a moreé efficient
use of the wireline néetwork and can be less costly to the RTU, its
customers, and landline-originating callers. . :
: In addition to providing connection facilities, the LEC '

assigns to the RTU a block 6f telephoné numbérs to bé allécated to
an RTU’s customers. DRA recommends that unused telephone numbers
be retrieved by LECs after a réasonable period of time in order to
retain adequate telephone numbers for other LEC customérs.

8.1 Intercompany Agreements

- In studying competition within the industry, DRA

fdentifies a "bottleneck® in providing RTU accéss to the publio
network.  Only LECs provide this access. DRA concludés that a
monopoly of an essential interconnection within this competitive
envirénment créates unéqual market power. If the LECs abusé this
monopoly powér by not providing equal access, DRA contends that a
party can be denied thée ability to compete. Since LECs also own .
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" RTUs which cOmpete in this market, such abuse has serious anti- .
competitive implications, according to DRA. To remedy thé .
interconnection problems, DRA recomménds that we adopt the ‘FCC-

- requirement of good- faith negotiations for inteérconnections and. -
that the LECs provide the requested type of intérconnection .within
‘a reasonable time or within & maximum of six months. Other parties
agree that interconnection is a sérjous problem affecting the .
ability to competé. They support the réquirement of good faith
négotiations and connéction within a reasonablée time.

Numerous parties in this proceeding complain that LECs
deny the allegedly chéaper Typeé 2 connéctions to some RTUs even
though they aré made available to cellular carriérs at greatly
reduced rates. RTUs also complain that moré favorablé prices are
provided to an LEC’'s affiliate. They allege that thése below-cost
prices are subsidized by othér LEC monopoly opérations. _

REPCO and others indicate they usé microwave facilities
to carry traffic between mobile and paging ‘terminals and wireline '

“end officés when lease lines or identification numbers aré == ' .
unavailable or are unreasonably priced. REPCO conténds that if it

. wére not permittéd to bypass, its interconnection costs would be
prohibitive. REPCO complains that it is consideréd an end user by
Citizens and for several years has been unable to negotiate o
reasonable rates with Pacific. : -

citizens dénfies that it considers REPCO to be an
interexchange carriér or that it billed REPCO interexchange carrier
access charges. Citizens contends that it provides REPCO with two
measured business lines uséd to access the toll netw0rk at a
monthly end user common line raté. No end user charges aré appliéd
to any other service. citizens considers this charge apprépriate.

Pacific states that thé reason Type 2 connéctions:have
not been provided is because no agreeable price has been réached,
inplying that RTUs' price expectations are unrealistic, '
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- Pacific alleges that Type 2 connections are more - costly than ‘
-Type 1. Pacific recommends that the Commission reject RTU requests{r
to price Type 2 connections below cost. -
Pacific contends that direct inward dialing (DID) numbers‘
are allocated on a first come, first servéd basis, with plain ‘old .
teléphone sérvicé" (POTS) customers being given . priority. Pacific \
contends that the FCC has approved this méthod of allocation. ’J:’yy
Therefore, in Pacific’s opinion, it has responded favorably and '
without discrimination in thé allocation of telephone numbeérs and
interconnection. Pacific sees no need for nondiscriminatory L
requiréménts. However, Pacific also comments that the- '
administratfion of intercompany agreéments is becoming time- _—
consuming. Other parties cOmplain that negotiating these contracts

is éxpensive.
8.2 Radio Carrier Access Tariff

DRA's Overall recommendation in this proceedinq is to' E
deregulate the RTU industry. However, DRA alsé comments on
Pacific’s informal proposal for a Radio Carrier Accéss Tariff L

(RCAT). Pacific distributed this informal proposal for Commission
staff review prior to filing it fOrmally as an advice 1etter. The-*
proposed RCAT would combine the prices for all facilities and
services offered in any type of RTU interconnection into one -
tariff., Pacific proposeés to use this tariff to price all RTU
paging and two-way mobile services., Pacific proposes that rates ‘be
predictable the first two years, and in thé third year Pacific.ﬁ.'
would review and possibly revisé thé prices to reflect costs. 1t

18 Pacific withdrew the propdésed RCAT on Nov. 16, 1987 and has
subséquently filed numérous intercompany agréements for Type 2

interconnection.
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DRA opposes the proposed RCAT fof a number of reasons. : .
It believes that. without clarification of whether an RTU is an end-
user, the. proposed tariff is an access tariff which is normally

~ ‘used for end-users. 1n ‘addition, DRA opposés the proposition that
RTU carriers may bée charged pricés different than those in éxisting
tariffs. 1In DRA’s opinion, if approved, this tariff would be -
insulated from review in an LEC general rate case.!® pRa also .
provides calculations to show that the rates in the proposed RCAT
are 50% below cost. : S

Américan Paging (American) interprets DRA’s comméents on

RCAT as recommending tariffed interconnection. American strongly
supports such a recommendation. American believes having one

~ tariff applicable to all RTUs would assure no price'discrihiﬁation

' against any RTU. American récommends workshops to draft this
tariff, and it believes this forum will give small RTUs a way to
participate in the deVelopment of charges without the cost of
individual negotiations. : : ‘
' - Allied proposed allowing thé option of submitting the .
intercompany arrangéments either as . an intercompany agreement or as

-a tariff. Allied considers both t6 be consistént with an RTU's
status, since both documents have been used in the past. . In
Allied’s opinion, DRA's tariffing of all RTU interconnect terms is
too rigid in a changing; ¢ompetitive market. Allied suggests that
the many issues in this proceeding, including RCAT, depend directly
on a reaffirmatfon of éxisting law that RTUs are telephone
corporations with the right to negotiaté intercompany agreements,

19 After the comments in this proceeding were filed, the
commission granted Pacific and GTEC rate flexibility which
éliminates the requirement for regular rate applications.

(o 89-10-031.)
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‘ Hetromedia Paging Services Gloup (MetrOnedia) challenges _
,DRA's assertion that RTU bargaining power is based upon special !
contracts which are below costs. Metromedia points out that DRA
‘provided no cost analysis to show RCAT rates below cost.
Metromedia alleges that DRA‘s présentation of a one- ~time fee of
$35,000 for a block of telephone numbers by Pacific and $12, OOO tor
each tandem by General weré unsubstantiatéd and were three times
larger than feés or charges of other BOCS. Metromedia asserts that
the FCC did investigaté RTU status and that this Commission has '
also doné so. DRA replies that the FCC treats RTUs different than

this Commission.
8.3 Discussion : _

RTU interconnéction is formalized in an intercompany
agreemént, The agreement contains the terms and conditions of @
' service, set rates for blocks of téléphone numbérs and installation
and reférs to tariffed rates for trunk lines and message units. '
These intercompany agreeéménts aré not required to bé cost- justified
and aré filed for information purposes only. In this proceed1ng,
RTUs complain that they are inapprOpriately assessed end-user
charges and aré unable to agréé on the charge for the moreé .

efficient Typé 2 interconnection. We take official notice that
numérous intércompany agréements to provide Type 2 interconnection
havé been filed at the Commission sincé the comment period expired.
Obviously, someé agreement has béen reachéd over this typé of '
interconnection. However, wé aré concernéd that the RTU is in'a
position of unequal bargaining power in negotiating interconnection
agreements because the LEC is also an RTU compétitor.. -

Intérconnéction is vital to the competitiveness. of an
RTU. Interconnection is obtained from only one source, the LEC.
DRA describes these circumstanceés as a "bottlenéck® in the monopoly
provision of RTU interconneéection. There is no doubt that the o
interconnection of RTU sérvicée with the public switched network is
a monopoly service since only the LEC can provide it. In this
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'sense, 1nterconnection is a basic, essential service for an RTU: :
which warrants strict regulation. »In addition, there is no dispute
'that based upon a statewide average, Type 2 connections provide '

- moré efficient use of telephone facilities than Type 1. Uﬂder the
clrcumstances wheré an LEC providés a monopoly service and’ may use
the same service to engage in compétition through an affiliate, wé
must assurée equal bargaining powér in interconnection negotiations,
We must also assure that all types of RTU interconnection are
availablé to all competing RTU carriers at reasonable, non-
discriminatory and non-preferential rates,

The majority of comménters in this proceediﬁg, iﬂcluding
DRA, are dissatisfied with the existing regulation of :
intérconneéction:. DRA advocates continuing to authorize
intércompany agreements with an additional requirement of *good
faith" negotiations. Adding this requirement doés not addréss the
unequal bargainlng power of an RTU. in négotiations with an LEC
affiljated with a competing RTU. To compound the problem,’ RTUs'
complain of LBC price discrimination, preferential pricing_ and .
cross-subsidies from othér LEC sérvicés. The récommended
requirement of good faith negotiations doés not reach’ these alleged
probléems. Wé do not intend to imply that LECs éngage in_thesé
practices. We find unacceptable thé pCSSibility for such behaviot
to occur under thé current regulation. In addition, RTUs and -
Pacific comment that interconnection negotiations areée time-
consuming and costly. Thereforé, in order to assure equal’
bargaining power between RTUs and LECs, and assure the equal
availability of all types of RTU/LEC interconnéction at reasonable,
non-discriminatory, non-préferential terms, conditions and rates;
we will order all LECs offering RTU interconnéctfon to tariff these
interconnection arrangéments. We will requiré thése LECs to file
proposed tariffs containing all terms, conditions and rates
applicable to the provision of RTU interconnection, including
Type 1 and Type 2 services discussed in this proceeding. The
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Ti_ tariff fillng should include rate elements for all services

: '(tariffed and nontariffed) currently offered under RTU-LEC
' intercompany agreements. Any discrete service currently included '
“in an RTU-LEC contract for interconnection should be included as - L
part of an unbundled RTU-LEC tariff, Once the tariff is in place,
~or if an RTU should réquest any additional feature for IR
‘interconnection, this request should be handled in the forthcoming
ONA rulemaking proceeding. ‘All services should be unbundled in the
‘tariff, which should cover provisions for a'Type 1 or a Type 2°
intérconnection. LECs should price all unbundled rate elements at
direct eémbedded cost. Thé specific diréct cost methodology will be
“includéd in the application. Numerous procedural options, such as
‘written comments or workshops, may beé used to give parties an -
opportunity to comment on thé costs and methodoélogy. All services
should be unbundled so that the different néeds of different RTUs
. can be met. An RTU should not have to purchase, as a result of o
: bundling, élements it does not require.'- : ]

: ~ Each affectéed LEC shall propose an RTU interconnéction '
tariff in an application to be filed within 150 days from the
"effective date of this oxder. : I

We take official notice that many intércompany agreeménts
.contain clauses where the RTU promises not to protest LEC tariffs
filed which may relate to these agréements. We do not find these
clauses applicablé to the tariffs which wé herein order. Thése
clauses réfer to tariffs which may be filed at the discretion of
the LEC. Thé tariffs we hérein ordéer are mandatory and we value
" RTU comménts on thése proposed tariffs.
I1f the proposed tariffs are protestéd, the COmmissioﬂ or
- Assigned Administrative Law Judge will decidé the appr0priste B
course of the action. - Should protéstérs dispute the applicability
of the tariff to provide sérvices, the appropriateness of end-user
fees, access charges or methodology for calculating direct embédded
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fcosts, we will resolve these issues in the disposition of the o

application. -
Once authorized, these interconnection tariffs axe

subject to all statutes and Commission General Orders gOVerning
tariffs, At thée same time these tariffs beconme effectiVe, ‘all
existing intercompany agreements will be superseded.

In resolving the disputé over terms, conditions and’ rates
beéetweén RTUs and LECs, wé cannot ignore that private radiotelephone
carriers exist and aré not subject to an order in this proceeding.
We anticipate that private carriers will question whether thé
interconnection tariffs we order in this proceeding are applicable
to them. The question of who the intérconnection tariff should be
applicable to is a compléx issue for séveral reasons. Pirst,_a,

~long term goal of Commission regulation is to mové away from usé-
‘réstrictive and user-restrictive tariffs given the distortions they
can introduce into the market, as well as the practical reality of
our limited enfércement power. However; if we do not iiﬁii whofis
able to make purchases under an RTU intérconnection tariff, 7 we .
create another opportunity for tariff arbitrage. Creating a new
avenue for arbitrage causes us concern, éspecially when ,
historically, the Commission has supportéd lower pricés for
services provided only to a public utility with attendant
obligations to serve, as opposed to a private carrier.

In reviewing the comments concerning the need for an
interconnection tariff for private carrieéer paging (PCP) companies,
the responses aré mixed. Somé would like the oppOrtunity becausé
they seém to think that thé tariff will be pricéd on a cost-baséd
standard., However, others aré concerned that their option to
negotiate a better contract raté might be takeén away. We nOté that
the Commission may always approve a contract éven when a tariffed
rate is available, according to GO 96-A, Séction X. :

Privaté carriers and LECs negotiate the terms, conditions
and rates for this interconnection in the same manner as
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':negotiations between LECs and RTUs‘e However, we have no record in
_rthis proceeding of the status of private carrier interconnectiOn;x,
"upon which to base a decision to require tariffs.r Therefore, wefi
will order all LECs to servé a copy of this decision and the "
application proposing an interconnection tariff on all privéte
carriers currently receiving interconnection service. Should: this
issue be disputed, we will resolve it in the new applicatlon '
proceeding.— :
cellular RTU interconnectiOn is currently goVerned by
D.90-06-025. If cellular RTUs seek comparable treatment for -
interconnection, such changes should be pursued through a petition
for modification of D.90-06- 025, or await review in the '
chomm1551on s éxpéected ONA rulemaking.
) Finally, LECS who either havée no 1nterconnection
"agreements with RTUS or haVe only a few interconnections with RTUs

The order to file an interconnect tariff does not apply to LECs who’
do not interconnect RTU or PCPs. LECs with féw RTU customers may ’
file an advice létter with the Commission to céncur with either .
GTEC's or Pacific’s tariff, rather than develop their own,
consistent with procedures used for 900 access tariffs.

9, Certification :
Currently, wé require a prospective RTU ‘to obtain an FCC

permit for its radio channels béfore submitting an application to
the Commission for authority to operaté facilitiés in the state.

We added this requirement in 1983 because there was competition -
among applicants for an FCC license in most service areas. Because
of this competition in licensing, all applicants filing '
simultanéous Commission applications may not obtain FCC licenses.7
To avoid the administrative burden of reviewing applications which
may not obtain FCC approval or amending Commission applications
changed during the FCC licensing process, we required that thé FCC
license be obtained first. (D.83-08-059.)
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- ~Parties in this proceeding identify the RTU certification .
: requireménts as regulation which is not" cost-effective.~ Parties
complain that it takes 5-6 months to obtain an FCC license ‘and.
another 3-4 months for the Cémmission to approve certification..;

- Therefore, ‘they consider the total timé to obtain authority to .
Toperate as an unreasonable period to wait béfore RTU construction
may begin. -

Afrsignal of California, Inc., (Airsignal) and - Allied
recémmend that the Commission and FCC applications be filed
simultaneously, as they were before 1983, to lésséen the time for
certifying new operations. Allied provides a standard applicatiOn
to shorten Commission réview, Allied also recommends that . the
Commission delegate authority to thé Commission Advisory and
Compliance Division (CACD) to apprOVe uncontésted. applicationsi
Airsignal récomménds that this authority be delegated té6 the .
Exeéecutive Director. ’ : .t

Pacific reCOmmends removing from the application ‘the -
requirements of public neéd, ‘technical feasibility, quality: of .
service, financial responsibility, pricing and the submission of .
maps. : : :

Willard Dodge, an ex-employeé of the Commissién )
representing himself, suggests that public neéd can beé presumed if
an FCC permit has béen issued.

DRA recommeénds that the Commission aid opeéen entry by
granting intérim authority to operate ex parte pénding a hearing.
At thé same time, DRA reports that only one application has ‘béen
protested in the last two yeéars. : :

One party, AAlert Paging Company of sacramento, San
Francisco, and San Diégo (AAlert), réquests that certification
standards be more rigorous to eliminate under-financed and under-
engineered paging operations. AAlert bélieves customers are harmed
if these carriers sell out to other carriers or abandon service.
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. 9 1 Discussion : :
‘We agree that nearly one year is an unreasénable period

to6 wait for certification. However, we have considered each of- thep
recommended options to shorteh this perfod and must reject most of :
them. The FCC asseésses only the technical ability of the proposed
"gervice and does not assess the néed for the service within the
state. Therefore, we must rétain the current Commission policy
addressing public néed.  Because of our obligation to6 assure
réeliablé RTU servicé at reasonable rates with no adverse éffect on
the environment, wé must rétain thé current requireménts in '
application proceedings.

In addition, wé cannot delegate to staff statutory duties
that require Commission exeércise of discretion. The fact that an
application is not protésted is only oné factor to beé assessed in
its review. The other factors of environmental impact, L
qualifications, téchnical feasibility and financial capability must
be weighed by the Commission to determine if an appllcant has made
an adequate showing. Therefore, wé cannot delegate to CACD or the.3
Exeécutive Director the duty of approving uncontested applications.
‘In addition, we néed territory maps to resolve RTU expansion'
disputes which céntinué to occur..

Evén though the proposed options to shorten the
certification procedure aré inadequate, it is true that there are
‘no longer numerous applicants ‘competing for one FCC licensé. o
Thereforé, the reason for requiring an FCC license prior to
submitting a Commission application no longer exists. ‘We will

- revisé Ruleé 18(o)(1l) to allow simultaneous filing of FCC and
commission applications. Beforé this proposed revision may bé
adopted, we must publish notice of the revised rule in the .
Administrative Notice Register. After we publish the appropriate
notice, we intend to adopt the pr0posed revision in a sécond
interim opinion. (Appendix E.).
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‘Howéver, under the revised rule, before we grant
authority to operaté an RTU, three conditions must ‘be mets
1. All amendments to an FCC application must
be timely submitted to this Commission;

2, . Thé licensé issued by the FCC must be for
-thé same opérations requested in the .
Commission application; and,

3. fThe FCC liceénse must bé filed with the
CommissiOn.

We will retain our current policy of makiﬂg'aﬁ’éxception
to Item 3 above when the FCC is backlogged in mailing licenses but
has published notice of the issuance of a license., After an
applicant makes an adéquate showing that these circumstances exist,
we will grant certification upon the condition that the FCC license
is filed at this Commission in a timely manner. : -

Since we have so few protests to applications, interim
,authority is rarely needed. In addition, our revisions to allow
gimultaneous £iling of FCC and Commission applications will -
undoubtedly shortén the total approval period. However, should .
interim authority be desired pending a hearing, it can be fequested
under existing procédurés éithér in the application or in a
subsequent motion. :

‘ DRA’s analysis of customer complaints does not Verxfy
that more strict regulation of RTUs exiting the industry is
warranted. :

10. Expansion of Service Territory -

Currently, Rulé 18(0)(5), 'construction or thensioﬁ,
allows RTUs to expand their sérvicé‘territory without an
application if the proposed expansion is "minor." An exténsion Of
serviceé territory is consideréd "minor* if it does not ovérlap the
radio service area of another utility by more than 10% of éither
utility’s radio service area and doés not provide substantial
coverage of additional major communities.
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' CACD reviews proposed expansions to determine whether =
they are major or minor. If thé proposal meets the requiréménfé’tb
be classified as "minor," CACD advises the applicant to filé an.
advice letter. If the propOsal cannot be classified as minbr, CACD
- advisés the applicant to filé an application for éxpansion pursuant'
to § 1001 and Rule 18(6)(5).

In this proceeding, thé majority of the industry
representatives request rélaxation of our expansion requiréments.
“They consider thésé rules time-consuming, costly and a hindrancé-in
a competitive einvironment. Several parties request that statewide
authority be automatically granted at the timeé of certification.

We do not beliévé that certification to opérate in 6ne
area sufficiently justifies certification to operate in another
major or non-contiguous area. Certainly, such an opérator may usé
existing operations as evidencé of adequate expertisé and '
qualifications to operate other facilities. However, adequate T
financing for expanded operations is the minimum protéction we can
provide potential customers to assure that the expanded operations
are reliable and will provide adéquate service at reasonable rates.
Thése criteria are central to our statutory duties and are ,
important regardless of the phase of growth or devélopmént of a @
regulated industry. We are also under an obligation to assure that
expanded facilities do not négatively impact the environment.
Relaxation of thése requirements in thé manner parties suggest
would prevént us from meeting 6ur statutory obligations.

Therefore, we will rétain the présent requirements for expansion ‘of

operations.

11. RTO Tariffs _
RTUs are not subjéct to cost-of-service regulation. We.

allow the price of RTU sérvices to be sét by competition. . However,

RTUs must file tariffs and rate schedules with the Commission. In

addition, GO 96-A réequires that rate decreases may not be _

implemented until 40 days after the new rate is filed. For RTUs we
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" have reduced this period to 30 days 50 that custOmers, competitors
and CACD may review the proposed rate and protésters may file -
opposing comments, if desired. However, we have reétained fOr RTUs
the requirement that rate increases be filed. : ‘

11. 1 Rate Decreases
Ccarriers in this proceeding complain that the 30 day
period for rate decreases is unreasonable_in a price- competitive
industry. We agree. DRA’'s study of the RTU industry shows that
RTU rates decreased 30-40% from 1984 to 1987. This study also .
shows that thé major method of competing is by pricing RTU .
serviceés. Under such circumstances, carriers desire to react more
quickly to a change in a competitors’ price. Carriers request that
the notice period for rate decreases be shortened to 15 days fOr
paging services é6r 5 days for all RTU services. Several parties.
requéest that no tariffs be required if rates fall within a pre-
authorized rate band. S
~ We believe the price COmpetition upon which the RTU o
industry is based justifies the greatest rate setting flexibility .
possiblé under regulation.~ Howéver, the parties requesting pre-
authorized rate bands do not offer a raté band proposal for ouf
consideration. Therefore, we ‘will authorize rate reduction
f1éxibility for RTUs similar to that of cellular operators which we
‘réecently authorized. (Réegulation of Cellular Radiotélephone
Utilities (1990) 36 CPUC 2d 464, 492.) RTUs may file rate
reductions effective on one day‘’s notice. These réductions will be
considered temporary tariffs effective on one day’s notice. Absént
a protest within thé 20-day period, the temporary status of the.
tariff will automatically become pérmanent. If a protest is filed,
the tariff will remain a temporary tariff until the protest is
either withdrawn or resolved by the Commission. RTUs will not be
limited in theé percentage of raté reduction they request. in ;‘
addition, a rate decrease means that all rate eleménts are réduced.
It does not includée a net decrease whére somé elements are
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‘increased and others decreased, This procedure is not available :
 for other tariff amendments. We authorize the temporary tariff as f
~ an exception to the requirements of GO 96-A, pursuant to Sectién

- XV, and direct the Exécutive Director to includé the applicable :

changes to GO 96-A.
11.2 Rate Increases ,
Currently, wé require 30 days' notice and cOmmission,;
authorization of RTU rate increasées in order for customérs to
- réceive notice, comment, or seek alternative prbv1dérs. Thé RTU
industry is oné wheré customérs frequently change carriers. This
process is calléd “"churn." Although price increases are rare, it
‘is réasonable to présume customérs will séek alternate providers if
their carrier increases its prices. Again, we seek increased ." '
flexibility for RTUs. We viéw our regulation of the Nondominant
Interchange Carriers (NDIECS) as analogous heré. We will adopt
similar rules. In D.91-12-013, we adopted a bifurcation of-
increases into major and minor ones. This bifurcation was derived
from thé decision in AT&T Communications of california‘’s (AT&T—C)
' *READYLINE" proceeding (D.90-11-029 in Application 83-03- 046).
D.90-11-029 thé Commission defined minor rate increases as fOllOWS{:

*The térm '‘minor increases’ is understood toé
méan an increase in rates which doeées not
increase AT&T-C's California intrastate
revenues by moré than one pércent (1%) and
which wil)l not increasé rates for the affected
sexvice by more than five percent (5%

{4%&? Comm. of Calif. (1990) 38 cpuC %d 126,

As long as a raté increase filing is less than both 1% of
total california intrastatée revénue and 5% of the affected :
- gérvice’s rates, it will bé considered a minor rate increase./rlf a
filing on any service éxceeds either parameter above, it will be

treated as a major increase.
When the RTU files a minor rate increase, it would bée

effective in 5 working days. 1If theé filing is major rate 1ncrease;
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then the present 30- day notice requxrement will continue to apply. ‘

This will allow the RTUs to réspoénd quickly to minor cost increases
and to save the cost of noticés for them, while protecting
customers from unnoticed major rate increases. The agreement also
allows the CACD and DRA staffs time to review the more substantial
rate increases if they should occur. 7 :

~ The term ®"service" as in "affected service" discussed
above should be the equivalent of separately (individually) ,
tariffed services that are offered to customers by the RTUs. . The
bifurcation has merit, and a five-day notice requirement for minor
rate increases is reasonable. Accordingly, weé will modify GO 96-A
to permit minor rate increases to becomé effective on five working
days’ notice. Theése reductions will be considered temporary
tariffs effective on five days’ notice. Absent a protest with;n
the 20-day period, the temporary status of the tariff will
automatically become pérmanent. - if a protest is filed, the tariff
"will rémain a temporary tariff until the protést is either
withdrawn or resolved by the Commission. Al} rate increases ,
_exceeding the criteria of A minor increaseé will continue to require
a 30-day notice péeriod. We direct- the Exccutive piréctor to
include the changes to GO 96-A in its next revision and printing.
11.3 Tariff Amendments :

Radio Reélay and Electropage request that we eliminate the
tariff requireément that updated transmitter locations be filed
immediately, allowing the carrier to include them in its next
- tariff filing. However, amendeqd transmitter locations may have a
negative énvironmental impact. It is important that we receive_the
updated transmittér location as soon as possible to determine if
the envirénmental impact has changed. Therefore, we wili'tetain
this reguirement, : '

11.4 Customer Deposit Clause

In comparing RTU tariffs with those of other telephone

corporations, we find no language requiring an RTU to return
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. customer deposits when it discoﬁtinués 0pera£idns. ﬁiécéntinﬁiﬁé”"
operations inéludés exiting the industry and transferring 0perat1hg
rights to a third party. Protection of customer deposits is: '_ :
important in an industry with a high *"churn® rate. Because such a
“policy is reasonable and required of télephone corporations, . We '

- will require that RTU carriérs amend tariffs to include the samé
policy on customér deposits.

lZ;__ASEQLE _
In this proceeding, we asked comméntérs whether - -

_additional regulation is réequired to govern agents in the RTU
industry. Cellular Réeséllérs Association, Inc. (CRA) responded in
detail. CRA distinguishes a paging agent from a cellular agent or
reseller. CRA asserts that ceéllular resellérs are certificated by
the Commission. Therefore, they have their own tariffs and are thé
only competing non-facilities baséd entities. Paging agents, én
the othér hand, operate for numerous facilities-based carriers
using the tariffs of the overlying carrier. Therefore; paglng
agents do not set retail rates, as do cellular reselleérs.: CRA
récomménds that the Commission should assure that paging agents

 abide by the terms and conditions of their contractual agreeménts

and use thé propér tariff rates, those of the overlying carrier.r

Pacific asserts that RTU agents conduct sales, :
administrative functions, and customer functions under individual
contracts as the carrier’s représentative and are therefore
govérned by the samé reqgulations as the carrier. However, céllular
reséllérs offer service under terms and conditions independent of
thosé established by its facilities-based provider; therefOre,»:
specific regulation of both the cellular resellér and the
facilities-based provider is needed, in Pacific’s opinion.

Radio Relay, Electropage, Pacific, and Américan saw no -
need for additional regulation of RTU agents. " Metromedia and Dodgé
believe problems bétween an RTU and its agent are caused by
inadequate contract language. DRA adds that "tighter*® contracts
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_Ibétween these parties will prevent most problems and the terms and
conditions: aré best left to the contracting parties‘ Numerous e
rparties récommend that these disputes continue to6 be resolved by
civil courts. - : - S
Allied giVes an eéxamplée of a recurring problem between
‘agent and carrier which it believes regulation should resolve,
When an agent défaults on paying its bill, the agency contract
states that hé or she must réturn the customer list to the carriér.
Agénts oftén do not comply with this contract requirément and"
carriers hesitate to términaté the service of customers who have
already paid their bill to the agent. Allied comments that these
cases take an unreasonablé amount of timé to conclude in Civil
court and often do not result in appropriate relief. Allied -
requests that these disputes bé resolved under the CommissiOn L
complaint procedure as a billing dispute or non-payméat of a bill
and that carriers be authorized to notify customers that their
service is in jeopardy. : : - )
12.1 Discussion e .
The decision to engage an agent is one made by an RTU.
Genérally, under such circumstances, the rights and
responsibilities of the parties are governed by an exécuted
agréément. Parties responding to RTU/agent problems point out that
many disputes can bé avoided by more plénary exécuted agreements ‘
and that these disputes should remain under the jurisdiction of
civil courts. HWe agree. Howéver, weé will also formalizé our v
opinion that thé agént stéps intoé thé shoés of the RTU and'réquire
RTUs entering into agency agreéments to include a:clause explaining
this responsibility and requiring that agents observe all
Commission regulations governing the RTU. We also_will require_,
that the RTU maintain the right to directly contact customers to
notify them of bill disputes and thé potential consequencés. . The
customers, even undér the operation of an agency agréement, are the
custoners of the overlying carrier. : '
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13. Predatory Pricinq -,A : N
Allcity Paging (Allcity) recommends that the cOmmissiOn -

play a more active role in policing unauthorized rates. Allcity
alleges that many RTUs assess unauthorized rates, such as discount
rates, well below their tariff rates. . In Allcity's opinion this
unsupervised practice poses a seriOus threat to the long- term
health of the industry and to the ratepayer. Allcity belieVes that
the purpose of discounting rates is t6 force a carrier out of the
market, giving well-financéd carriérs domination of the industry
and the opportunity to raise pricés. Allcity citeés the airline”

- industry to illustrateé this occurrence, and it requests enforcement
of existing tariff rates and an increased vigtlance of predatory
pri¢ing by the Commission. o

Sevéral other parties make allegations of anti--~.""4
competitive pricing and behavior by LECs who provide RTU servicé..g
We direct parties alleging anti-competitivé behavior or use of :
unauthorized rates to continue to participaté in formal complaint:'-
proceedings and Commission-initiated RTU investigations, as théey =
havé in the past. Weé do not conclude that any additional R
procedures areé needed. : : ’ ’

14. cCross-subsidies .
Pacific and GTEC contend that existing structural and -

accounting safeguards for LECs prévent a cross- subsidy of RTU and
other monopoly servicés. Howeéver, Pacific _suggests that it needs
improved accounting procedures for. shared wireline and RTU '

facilities. A - 5
Willard Dodge suggests that Pacific 8 RTU subsidiary be

moved to Pacific Telésis., He states that Contél has made adequate
provisions for cross-subsidiés and that Citizens already has’ a.
separate subsidiary for RTU sérvice. :

DRA conténds that in dual opeérations, an LEC may share
expenseés with an affiliated RTU. DRA finds that, in addition to
general administration and overhead, repair and maintenance
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éxpenses are shared. In its study of cross-subsidies, DRA did not .
have enough information to determine whether there was. crOSS—
subsidization between an LEC and an affiliated RTU. Nor could DRA
- determine whether an LEC and an affiliated RTU operation are
physically separable. DRA récommends that wlreline companies
establish accounting procedures to separate an affiliated RTU and
develop a uniform accounting system that produces a fully 3
distributed profit and loss statement with séparaté accountability
of asséts. DRA recommends that wiréline companiés report this
information monthly to the Commiesion., DRA récommends that RTU
services for wireline companiés remain "above the line* or included
within the regulated reévenue requirement until thé Commission
investigates the issue of physically separatlng ‘an LEC and 1ts RTU

affiliate. : :
DRA‘s recommendation to separate RTU aﬁd LEC operations

for accounting purposes is reasonablé in a competitive environment
where LECs have affiliates which compete for radioteléphoné

 customers. This poli.cy bécomes i.ncreasingly important as wé’'allow o
moré flexible priciﬂg and reduced régulation in the cOmpetitive RTU
industry. We will adopt DRA’s accounting recommendation and -

addreéss in thé future the issue of physical separation of LEC and

RTU operations.
15. Consolidation

In general, large RTUs do not consider consolidation a
threat, while the smallér RTUs are concerned that Regional BOCS
will consolidate further, making it impossible for smaller firms to
compete, .

Pacific‘assertsrthat cdnsolidation'is a healthy
transformation of a highly fragmented, inefficient and ,
‘unsophisticated industry into a more customer-focused, efficient,
and highly competitive industry capableée of serving all needs for
mobility. 1In Pacific’s opinion, consolidation provides the
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'fmomentum to expand the market and derégulation would not affect
consolidation. L . L

, GTEC belieéves that consolidation presents some potential
,entry problems. It notes that small carriers have banded together
to enforce régulation and énhance their negotiating power with o
LECs. However, as the industry becomes more competitive, GTEC
‘believes that laxgéer RTUs using Type 2A interconnection will rake
entry and competition more difficult tor small carriers due to’ the
cost-effectiveneéss of larger networks. GTEC contends that
régulation may equalize this effect.

AAlert believes that consolidation within the paging
industry will continué. However, AAlert believes there will~ always
be at least five competitors in ¢ach market. since subsidiaries of
BOCs are not likely to be further consolidated. -

Mr. Dodge does not considér consolidation to be a
potential problem, since most ‘of attractive acquisitions have'ﬁ7'
already béen made, in his opinion. '

DRA performed two séparate analyses of markéet
concentration, the Herfindahl index and thé concentration ratiOs
pased upon these measurements, DRA finds no adversé: effects of
consolidation. Therefore, DRA reports no adverse effect on. the RTU
industry dué to consolidation. . .

"DRA's review of RTU industry concéntration was performed
four years ago. The industry has continuéd to grow and evolve
since then. Therefore, another réview of markét concentration is.
reasonable to assuré that DRA‘s conclusions are still valid.
Accordingly, we will order DRA to réport on the récént impact of
consolidation, it any. : : -

16. Customer complaints
pacific Bell, AAlert and DRA récommend discontinuing |

regulafory oversight of customér complaints because they are few.

20

20 See footnotes 14 and 15, above.
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Pacific believes that competiti\re forces are better than regulation ‘
in mandating solutions to complaints of limited coverage area, - poor
- coverage, and poor service. " DRA récommends that customers file
complaints in civil courts and other consumer agencies but that

CACD continue to oversee intercarrier disputes under ¢ 766y

Allcity, Allied, podge, Mobilécomm, and Radio Call -
Corporation (Radio call) believe Commission oversight of cOmplaints
should bé maintained. - , : . :

We desiré to maintain & mechanism at this Commission for
customers to complain about RTU Operations and for carriers to =
resolve disputes, especially during this period of intense o
competition, expansion and growth. Customer complaints are a means
of monitoring service quality, and to sOme degree, the adequacy of
commission regulation. - Customer complaints ‘involving technical

requests, such as requésts for more extensive service aréas or

better reception within the existing service area, are bést -

resolved by the commission rather. than a civil court inexperienced

in RTU téchnology. - ST ‘

17. C;QQ,Co!pliance
The overwhelming majority of comménters recommend that

the Commission retain its role as the lead agency for RTU ,
~ compiiance with CEQA requirements.. DRA is the only party who

réecommends that this role bé transferred to local agencies.r,
Howevér, DRA's recomméndation is tied to its overall position thét
the RTU industry should be dereéegulated. :

Several commenters récount probléms; confusion, delay and
excessive cost in obtaining environmental réview from local 7
agencies, We are persuaded that the Commission application ,:
proceeding creatés léss confusion, cost and delay, especially since
we herein authorize simultaneous Commission and FCC appliéations.
Accordingly, we agreé that this Commission should retain its ‘lead
role in CEQA compliance for RTUs.

Several commenters réquest a categorical exemption from
the current Rule 17.1 ét ség.; our rules govérning environmental
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- review, for con5truction on- existing towers or antenna farms.;,f[
These commeénters belieéve that such construction rarely tesulte in a
- significant environméntal impact. . They request that more elaborate
compliance be réquired in the latter case only. ‘ : :

: _ A categorical exemption from CEQA compliance is solely
within the discretion of the Secretary of the Resources Agency._”
(Pub. Res. Codé § 21084(a).) A public agency, such as thé
commission, may requést an exemption for a specific category of
projects. (Pub. Res. Codé § 21086.) However, currently the {7
Secretary of the Resourcés Agency has granted exemptions only for .
repair and replacement projects and for modern extensions of
existing utility facilities. (Rule 17.1(h).) Thus; the currént
Reésources Agency. policy is clearly not to eXémpt new projects. Nor
are weé able to clearly define thé new RTU construction on existing ‘
structurés with no adverse environméntal impact from the raré new’
RTU construction on ‘éxisting structures which may s;gnificantly
affect the environment and require environmental review.
Therefore, wé cannot proposé that all new RTU facilities placed On
existing structurés be categorically exempted from CBQA review.;

FPindings of Fact S :
1. DRA recommends the samé goals for RTUs as other teléphOne'

corporations: universal service, economic efficiency of pricing :
and production, encouragement of teéchnological advancement,
financial and rate stability, full utilization of the local
exchange network, avoidance of cross-subsidies or anticompetitiVe'
behavior, and inexpensive and efficient regulation. .

2. Othér parties recomménd goals oft equal regulation of
wireliné and non-wiréline RTU providers, facilitating the best use
for the limited radio frequéncy spéctra, and equitable terms . for

the interconnection of an RTU to the LEC. .
3. Parties dispute whether thé goal of universal service is

applicable to RTU service, spécifically two-way mobile service, in
rural areas. Some parties consider such service discrétionary,
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terrain prevents traditional wireliné telephone installation.

4, Parties do not provide the number of rural customers who
rely solely on two-way mobile sérvice in each service territory.

‘ 5. In 1988 the FCC allocated additional radio channels to be
used in rural areas under a program called BETRS. ,

6. In 1988 the PCC granted licenses for cellular service in
california’s 12 RSAs. Presently, all 12 RSAs have at least one
‘facflity-based carrier providing cellular telephone service,

7. New radioteléphone serviceé options may curréntly exist in
rural areas which aré not addressed in this proceeding. Thesé new
service options may impact the question of whether RTU service is
- esséntial or discretionary and the type of regulation apprOpriate

for RTUs in rural areas. B :

8. The Commission does not require cellular operations to
meet the goal of universal service. - s

9. The commission needs further information abOut customers
‘and the progress of néw radiotelephone options in rural areas to
- determine whether two—way mobile service in rural areas is
essential or discretionary and the type of regulation which may be
- appropriate. - - :

10. It is reasonable to require each RTU to report the number
of rural customers in its sérvice area who rely solely on two-way
mobile service for telecommunication and to allow parties to
provide comments on this issue in furtheér proceedings undér this
docket . . - ,
Y ¥ We find reasonable theé goals recommended by DRA, excépt
universal sérvice, becauseé théy are normal goals for téléphoneé
corporations,

12. We find reasonable the goal of equal regulation of .
wireline and non-wireliné providérs and facilitating the best use
for frequency spectra but parties do not make specific
recomméndations to achieve these goals.

h while others consider it basic exchange service in areas where the'
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13' we find reasonahle the Qoal of eQUitable terms for : o
interconnection of an RTU to the LEC because interconnection is:

- required to offer RTU sérvice..

"14. DRA studied thése factors in the competitiVe environment -

 for the period 1984-1987t nunber of carriers, independence of

5carriers; revenues, number of customers, number of competing
carriers within samé areas, basis of competition, price of
serviceés, quality of sérvice, and market shares of carriers. ‘

15, With thé excéption of the number of competing carriers
within the same areas, the facts presented in DRA’s study are not
dlsputed by other parties in the proceéding. : o

16. Thé RTU industry has grown from 40 to 91 certificated :
carriérs from 1984 to 1987. Currently, thére are 97 certificated
RTUS. : a

'17. During 1984-1987 the number of paging customers increased

3%, paging units increased 80%, and total paging révénues rose
33%. At the sameé time, two-way mobile service declinéd 4% and n0w
represents 10%_of total RTU services._ '
90%. : :

' 18. Forty RTUs are operated by companies holding moré than
one certificaté and 33 were independently owned during 1984- 1987¢-

19. During 1984-1987 the largest RTUs were two LECs and threé
' BOC affiliates. Théré weré seven medium-sizéd firms and over 50
small firms., Twenty-four flrms were inactive.

20. During 1984-1987 the largest RTU firms earned 65% of -
total paging revenues, the médium-sized firms 2-8%, and the small
firms 33-39%. Small firms also earned 40% of two-way mobile
sérvice revenues. ,

-21. During 1984-1987 there was oné county in California with
no RTU service and four countles with only one RTU. However, in
thé remaining countieés two to five independent firms cOmpeted. »

22. price is the prime means of compéting. As a result, RTU
rates have been reduced 30-40% from 1984-1987. .
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23, Quality of service. is the second method of competltion.
_In order to asséss thé. quality of servlce, DRA revlewed ‘the number
of customer complaints. During 1985- 1987 customer service _,,;—
- complaints decreased from 13 to 2 and customer billing complaints
déecreased from 49 to 12, Technical advances in rad1ote1ephone S
“transmission and recéption have improved service. Therefore, DRA
reports that RTU service quality is good in urban aréaSs _

24, Using the Hérfindahl indéx and concentration ratio, DRA
finds very low lévels of concentrated market power. In these
methods 6f market measurément, DRA couits affiliated firms as one
company. Thé resulting concentration levels are comparable to
those of the soap and food industries. - : :

, '25. DRA's market study does not evaluate sub-markets within
the state or thé impact of statewide certification on market '
concentration. ' - ‘ _

26. PacTel presents thé results of applying the H-index and
concentration ratios to the metropolitan RTU markets in San - ..
Francisco, San Diego, Fresno and Los Angeles. - These results also,
show low levels of market concéntration.

27. It is reasonablé to concludeé that the RTU industry is
highly competitive and that consolidation had not adversely
atfected the industry during the périod 1984 to 1987.

28. Thé récord in this proceéding indicatés that thé RTU
industry continués to grow and consolidaté. In addition,” numerous
statewide networks have beén certified since 1987. Therefore, it
is reasonablé to updaté DRA‘s market study to to verify that the
_ conclusions in its 1984-87 market study are still valid. The _
updatéd market concentration study will bé more complete if it
includes an evaluation of known sub-markets, such as metrépolitan
areas, and considers the fmpact, if any, of certified statewlde RTU
operations since 1987. _ B

29. The ordér instituting rulemaking indicates a plenary
review of all RTU regulation is intended in this proceéding and
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7‘specif1cally reQuests comments on the"bottleneck' monopoly 1ssue.,
All RTUs and LECs received notice of this rulemaking and were giVen'
an opportunxty to comment on this issué., This issue is 1dent1fied

‘by c¢ommenters as one of the major problems in the industry.

' Thereforé, it is apptbpriate to résolve this issue in this

procéeding. : o : o

30. RTUs offer paging and two-way mobile téléphoéneé service
using radio- operated systeéms intexconnécted to an LEC wireline -
network. LECS provide Type 1 or Typé 2 intérconnection facilitfes
for RTUs. : - : .

31, On a Statewide»average,basis; Typé 2rinterconnection<1éja
more efficient use of thé public switchéd télephone network bécause
it eliminates the need for connection to numerous end offices and -

“the designation of ‘a block of telephone nunbérs to accompany each

-end office. : : -

' 32. Interconnection with the public switched telephone G
network is vital to the RTU's existéencé. The terms, conditions, t»
and’ rates of intercOnnection are vital to the competitiveness of ‘an
RTU. : <
33. intércoﬁhéction is a bottleneck: monopoly because Lﬁ;isf'
provided solely by an LEC, which may also be affiliated with an RTU
competitor. Because of this dual rolée of an LEC, an RTU is placed
in an inherently unéqual bargaining position in negotiating
interconnection arrangements with such an LEC.

34. Theré is inconcluslve evidence to detérminé if, in fact,
anti-competitive béhavior or ‘discriminatory, preferential and =
unreasonable  interconnect rates éxist in the RTU industry partly
bécause intércompany agrééménts are not requiréd to be cost-
justified.' In addition, the pricing of interconnection services
and facilities may vary among the LECs and among the RTUs
intérconnected with thé samé LEC. :

35, Bécause of the monopoly provision of service by an LEC,
DRA récomménds that parties be requiréd to negotiate :

P
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* interconnection agreéménts in *good faith* and that an LEC be =
required to providé interconnection within 6 months. - Numerous
other partiés agree with this recommendatién. o

36. Existing Commission regulation of interconnection gives
an LEC the discretion to make available specific types of RTU
interconnection within a timé périod and at rates, teérms, and
conditions determined by the LEC. ,

37. A ~good faith* bargaining requirement will not change the
inherent compeétitive disadvantage of an RTU negotiating
interconnéction with an LEC who may be affilfated with a competing
RTU.

38. Réquiring'all terms, conditions and rates for
interconnection to be placed in a tariff . will minimize the RTU '
interconnéction bargaining disadvantage and the possibility of
anti—competitive, discriminatory or preferential behaVior by an, LEC
'affiliated with an RTU. TR
L. 38, Negotiating individual intérconnection agreements is.
’-‘Jti.me-consuming and ¢ostly. Establishing separateé tariffs with all .

. terms, conditions and rates for RTU interconnection will minimize
the timé and cost of negotiating individual RTU intercompany -
agreeméents.

40, It is reaSOnable that a11 terms tariffed or nontariffed
currently undér contract in an interconnection agreement,between an
RTU and LEC will be part of the LEC’s filéed RTU interc'o'nnebtion
tariff, -

41, Requiring all intérconnéction terms currently under
‘contract between an RTU and an LEC to bé offered on an unbundled
basis in the tariff assures that an RTU does not havé to purchase,
as a result of bundling, elements théy do not réquire. .

42, The interconnection tariff is a feature of a local
exchange company’'s monopoly portion of the franchiseé and therefore
is a Category I service for those companies under thé new
regulatory framework regulatfon established in D.89-10-031.
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_ 43, A tariffed price for interconnectLOn based on direct

embeddéd cost is consistent with the COmmission s move toward cost-
based rates for california utilities and is a reasonable basis " for :
pricing the service. L <

44, 1t is reasonable and ekpeditious to schedule timé for
parties to review thé LEC's filéd costs and cost méthodology énce "
the application is filed with the Commission either via a workshop‘
or via written filed comments. : » S

45. It is reasonable to expéct that any request made fOr a’
new service feature assoclated with 1nterconnection aftef a tariff
is in placée will bé examinéd as part of the COmmission =3 '
forthcoming Open Metwork Architecture rulémaking. .

46. LECs are the solé providérs of ihtérconnéctiOn;tb the
public switchéd network for uncertifiéd private radio cartiére who
have no notice of_this'proceéding. It is reasonable tofihQﬁifég S
whether the proposed RTU inteérconnection tariffs heréin ordered are
applicable to privaté radio carriers. It is reasonable to allow
private radio carriers and parties in this proceeding to comment on
this issue in furthér proceédings under this docket. - :

47. Cellular companies interestéd in using this tariff may
file a pétition to modify D.90-06-025 which established theé tarlffs"
which govern cellular service, or may await modification to: -
interconnection tariffs which may result from the Commission’s
forthcoming open network architectureé rulémaking.

48. Small local exchange companies may have 1ittle or no need
for interconnection tariffs, and it is reasonable to permit such '
companies to concur with GTEC’s or Pacific’s filed tariffs
consistent with procédurés adopted for 900 accéss tariffs.

49, We requireée RTUs to obtain an FCC licensé prior to
submitting an application for certification at this COmmission. We
established this requirement to avoid cértain administrativé 7
"burdens when FCC applicants were requiréd to compete for a licéﬁse;
However, these circumstances no longer exist. -
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_ - 50.: The time required to complete separate FCC and Commission .
certiffcation is unreasonably lengthy. R

51. Since the FCC no. longer requires an RTU to compete for a
licénse, it is reasonable to allow potential RTUs to simuitaneously
submit applications to the FCC and this Commission.

_ 52, Current regulation allows an RTU to apply for statewide
certification provided it has statewide FCC licensés. Parties
regquest automatic statewide certification based upon existing
successful opérations in oné or more “service territories.__HOhevér,
certification to operaté in one 6r more areas does not address
whether adequate financing or absénce of environmental impact
exists to operate in another major Or non-contiguous area or to
operate statewide. The statutory requiréments of adequate,
réliablé servicé mandate that existing régulation of expansion
remain. : o

53, Because price competition has resulted in significant
decreases in RTU rates from 1984-87 and price is the primary method
of competing, it is reasonable to allow RTUs the. greatest . .
regulatory flexibility in reducing rates to meét the price of a
competitor. Therefore, relaxing the noticeé period for rate
réductions to oné day is reasonable. : : .

54, RTU customers often respond to rate increases by changing
carriers. ’ -

55. It is reasonable to bifur’cate RTU rate 1ncr‘eas’esf into.
major and minor ones. : :

56. The term “"minor increases' is understood to mean: an
increase in rates which does not increasé intrastaté revenues by
more than one percent and which will not increase rates for the
affected RTU service by more than fivé percént. - :

57. It is réasonable to allow RTUs to file advice lettérs
proposing minor increases to be effective in five working days.

58. It is reasonable to continue the 30-day notice
requirement for major rate increases.
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59, RTU tariffs do not contain a claUSe regarding the
disposition of a customer’s deposit if an RTU exits the industry or
transfers its operation to anotheér carrier. This clauvse is ’
~standard for other teléphone corporations and is reasonablé to_!”

reéquire in RTU tariffs., : _
60. RTU agents operaté under the same terms, conditions and

rates as the overlying RTU, :

. 61. RTU agents must assumeé all regulatory duties of the .
overlying RTU. It is reasonable to réquire RTUs entering inte
agency agreements to include a ¢lause attesting to this assumption
of dutfiés. 1In spitée of any agency agreément, it is reésonablé %or
an overlying carrier to retain the right to notify its custOmers of
“a bill dispute by thé agent and the possible consequences of .

- disconnéction should the bill remain unpaid. ' .

62. The solution to many disputes between an RTU and its
agent is to draft more spécific contracts. S ,

63. Current procedures of formal complaints and special
carriér investigations for tariff violations are adequate to
address allegations of anti-competitive behavior.

64, Pacific agrées that accounting procedures for shared :
wiréline and RTU facilities are availablé and havé beeéen adopted 7n

Other LECs have adopted similar accounting practices.
65. DRA is unable to ascertain if LECs cross- subsidize their

RTU operations.

66. DRA‘’s récommeéendation that LECs establish accounting = =
procédures to separaté an affiliated RTU and devélop a unifofm:,j\
accounting system that producés a fully distributed profit and loss
statement with accountability of assets is reasonable. '

67. Furthér investigation of the physical séparation of an -
LEC and its RTU affiliate is needed. It is reasonable foér RTU
sérvices of LECs to rémain within the regulated revenue requiréement
until this issue is resolved.
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" 68. _Customer complaints régarding téchnical issués, such as’
service area covérage, are best resolved by this Commission rather
than a civil court. Customer complaints may be used to gauge the

quality of service and reasonableness of rates within the RTU
 industry. ' '
Conglusions of Law
1. The changé in the division of RTU services to 90% paging
and 10% two—way mobile teléphoné is not suffigient to warrant a
conclusion that thére is no longer a public interest to justify
- regulating RTUs and doés not justify reinvestigating the status of

the RTU.
: 2. The disputé over intercoénnection térms, conditions raﬁd
rates justifiés continuing régulation of RTUs.
3. PU Code §§ 489 and 495 mandate that RTUs filé tariffs and
‘f rate schedules for services provided. B
7 - 4. Tariffs containing all teérms, condltions and rates for
RTU intérconnection should be filed by each LEC. - : o
5: Tariff prices should be based on direct embédded costs. .
- 6. Parties should comment on the LEC’s proposeéd costs and
" cost méthodolcgy either through writtén comments or in & workshop.
: 7. Partiés requesting additional interconnection featureés
_after the filed tariff is approvéd by the Commission should make
‘thefr requests as part of the forthcoming ONA rulemaking.
8. LEC tariffs should be unbundled so that RTUs do not'havé_
to purchasé¢, as a result of bundling, éléements that they do not
require, :
_ 9, All terms tarifféd and nontariffed curréntly part of an
LEC's contract for RTU interconnection should be includéd in the
filed tariff, which should cover provisions for Type 1 and Type 2

intérxconnection.
10. The interconnect tariff should be a Catégory I service

for LECs under the NRF.
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ii. Clauses contained in intercompany agreements prohibiting;

applicable to the order in this proceeding requiring proposed rf?
tariffs to be filed. ,
12, LECs should be ordered to provide a copy of this interim
- order to private radio carriers currently interconnécted with the
LEC network. : ' ORI
13. This proceeding should be held open to receive comments
on thé issues of basic serviceé in rural areéas, separate accounting
for RTUs affiliated with LECs and currént markét concentration.
14. The proposéd Rule 18(0}(1) should be forwarded to the OAL
_pursuant to applicable Governmént Code Sections and should be
‘adoptéd after those procedurés are followed. _
~ 15. Curréent réquirements in PU Codé § 1001 and Ruleé 18 for.f

expansion of RTU facilities or operation should be retained._,‘
16. RTUs should be authorized to file small rate reductions

on oné day’s notice and minor increases on 5 working days’ notice.
This authorization should be reflected in the next revision and

printing of GO 96-A. o ,
17. The 30-day notice period for major rate increases and

immediate £iling of updated transmitter 10cations should be :

retained, - :
18. RTU tariffs, unlikécther telephone corporations,, ’dp not
contain a clause addressing the diSpesition of customer depcsits'
when an RTU discontinu¢s opérations. A customer deposit rulé is
standard in the tariffs of telephoné corporations, '
19. civil courts may award relief in agency disputes that are
not available to bé awarded by this Commission.
20. RTU agency agreements should contain a clause specifying
that an agent assumés the obligation of the overlying carrier to
. comply with 411 Commission régulations and the tariff fiiings of
the overlying RTU. The agency contract should contain a clause

P
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ifauthorizing the OVerlying carrier to directly contact customers
undér circumstanceés.of a bill dispute by the agent.g, : :
21.  The Commission should remain the lead agency for -
» determining RTU compliance with the Callfornla Environmental
' Quality Act. . : S : co
22, LECs should be required to propOSe accounting procedures
to form a séparaté subsidiary for RTU facilities and expenses, -
Separate subsidiaries should be included wlthin the regulated -
revénue réquirement until the issue of physically separating an RTU
affiliated with an LEC is résolved by theé Commission. -
23, Customers should céntinue té be authorized to- file at the
Commission informal and formal complaints against an RTU.
24, This order should be éffective today to implement thése
changes to the Radlotelephone Utility industry.,

IﬂTERIH ORDER. N

. ITIS ORDBRBD thatt . - ; L .
L 1, The Géneral Order (GO) QG-A reQuirement for 30 days'
» notlce of radiotelephone utilities (RTU) rate decréases is- reduced
to 1 day for rate reductions with the filing of an appropriaté
advicé letter. The requirément for minor increase is reduced to 5
‘days, The advice letter shall indicate an approved form of
customer notice. No other tariff améndménts aré authorizéd to be
filed in rate réduction or minor increasé advice letteérs. -
- 2. Notice of the proposed revision to Rule 18(0)(1), as set
- forth in Appendix E t6 this declslon, shall bé transmitted to the
Office of Administrative Law for publicatiOn in the Administrative
Noticé Register. Any interésted party may file further comments on
this proposed revision with the Commission Docket Office within
Go‘days:after the effectivée date of this order. Comments shall be
sérved on the othér parties to this proceeding. '
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3. Within 45 days after ‘the effective date of this order,r

“:each RTU shall amend its existing service tar{ff to include two o

':’policieSl _ :
) ~ a. returning customeér dep051ts when the RTU
discontinues operation; and :

b, regquiring an agent to abide by a11
governing Commission regulation and the
RTU’s seérvicé tariff and retaining the
right toé directly communicaté with all
customers, , ,
4. Within 90 days after thé effective daté of this order,

k-each RTU and LEC offering two-way mobile seéervicé shall submit to-

" a. The total number (or réliable estimaté of
the total numbér) of rural and marine -
customers within thé serxvice territory)

The numbér of customers who use two—way
mobilé service instead of universal
service*

The options available to rural customers :

for obtaining servicés similar in quality
_ and price to two-way mobilée service. -
Comments on the issues of current service options in rural afeés,
whether two-way mobile service is essential or discretionary, and -
the appropriate requlation in rural areas shall be filed as
described in Ordéring Paragraphs 8 and 9 below.

5. Within 120 days after thé éffective date of this order,,

- each LEC shall mail to all parties proposed accounting procedures
- to séparate an ‘affiliated RTU and dévélop a uniform accounting
systém that producés a fully distributed profit and loss statement
with séparate accountability of assets. LECs shall comment on ‘the
" {ssué of physical .separation of the LEC and its RTU operations."
‘Comménts shall be filed as described in Ordering Paragraphs 8 and 9
below. RTU services offered by LECs shall be included within the
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regulated revenue reQuirement until the issue of physical
Separation is resolved by the Commission.

6. Within 180 days aftér the eéffective date of thls order,
DRA shall file and serve each party in this procéeding an updated
market concentration study as discussed in this decision. ' Comments
on the updated study shall be filed as déscribed in Ordering =
Paragraphs 8 and 9 below. : _

7. Comménts on thée issues discussed in Ordering Paragraphs
4, 5, and 6 above shall bé filed in the Commission Dockeét Office
locatéd in San Francisco or Los Angéles within 20 days after the
market study discussed in Ordering Paragraph 6 is mailed.

8. Comments required in this order must contain a
certificate of service to parties listed in Appéndix D attached to
this order and be filéd in compliancé with Rulé 4.5 of the
Commission’s Rules of Practiceé and Procédure. :

9. Within 150 days aftér the effective date of this Order,
each LEC offéering RTU interconnéction services shall tile an advice
letter proposing a tariff for RTU inteéerconnection services,
facilities, terms, conditions and ratés. These tariffs shéli
include all terms tarifféd and nontariffed currently under contract
between an RTU and thé LEC for interconnection. The tariff rate
elements shall bé unbundled, tariff rates shall bé based on direct
embedded cost, and tariffs filed by local éxchange companiés‘whiCH
are governed by thé néw requlatory framework shall be Categqry  §
services. The proposed tariffs shall bé applicablé to regulated
RTUs and shall be used by RTUs only to providé RTU service. Each
. LEC providing RTU services shall mail a c¢opy of this decision and a
. copy of the application proposing an RTU interconnection tariff to
each uncdertifiéd private radio carrier curreéntly interconnected
with thé LEC and any known interestéd parties. The certificate of
service for the interconnection application must veritfy that these
parties have béen served a copy of this decisfon and the
application. Privaté radio carriers desiring to participate in the




’?aé,applicatLOn procééding.,nvol :ng the proposed RTU tariff shall do
.. 8o as proscfibed by applicableLRules of Practice and Précédure.
,,ijrotests ‘to ‘the pr0posed tafiffs will be accepted in the *;ﬂ o
};finterconnectioﬁ applicatién pro&eeding. ’
o 10, - The Executive Diréctor, in coordination with thé ,
:.Administrative Law Judge DivisiOn, should transmit a copy of this
';forder to the Officé of Administrat1Ve Law in accordance with thé
;'applicable provisions of thé GéVernmént code. Thereafter, we
'a'>intend to adoPt thé revised Rule 18(0)(1) in Appendix B.j;, -
- 11%  Thé Bxécutive Diréctor i$ directed to includé the
-»l;applicablé changes to GO 96-A from the narrative, findings in fact,
~_and conélusions of law of this ordéer as-applicable to thé RTU
'['industry in the next revision and printing of GO 96-A. o
This order is éffectiVe today.
Dated January 10, 1992, at . San Francisco, CalifOrnia.

DANIEL Wm, FESSLER. R
‘ Presidént3f :
‘JOHN B. OHANIAN R
PATRICIA M. BCKERT -
NORMAN D, SHUMWAY -
Commissionéfs

- | CERTIFY THAY THIS £4CX
 WAS APPROVED: BY: . THELABOVE -
| com.ms.oué«s TODAY N
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BE:OR° THE PUBLIC UTILITIbb COHHIaSION OF THE STATE OF CALIPOR&IA

Rulemaking instituted on the . ..) L FILED oo
Comnission's own motion into the : PUBLIC UTILITIES COMHISSION
regulation of radiotelephone = FEBRUARY 10, 1988 .
- utilities. _ SAN FRANCISCO OFFICE’
A | S - R.88-02-015 -

ORDER INSTITUTING RULEMAKING

Purpose of InvestigatiOn .

. . The Commission has an interest in the status of the ‘
| radiotelephone industry and the apprépriateness of our presént‘.
regulatory scheme. This rulemaking focuses on paging and

_ conventional two wsy radio servites. « ii ‘

. ‘ Histbu of CPUC RegulatiOn of Radiotel hone Utilities '

t: The California Publié¢ Utilities Comnissidn hés regulated

radioteléphone utilities (RTUS) since 1961, The CPUC first exercised
its jurisdictibn in Deciston 62156 (1961) 58 CPUG 756. ”

This Comnissién considered deregulation of RTUs in 19?7 in 7

Case Ho. 10210, which resulted in no substantive changes in
regulatory policy tovard RTUs. In its Order Instituting 7
Ianvestigation (OII), the Conmission cited a nunbet Of "chepgpd
circumstances" that pronpted it to re-examine the need fOr régulatién
of the industry, The OII stated that uany more freQuencies had
bec0me available for RTUs' use, and that customers c0uld choose

between RTUs, landline conmpanies' radié services, nonutility shared




repeaters. or a custoaer owned systea.. The COmmission believed that‘l

ethejRSUs ang EQe,go g}gs;gn‘§dt¥c%ed tremendous c05ts in contesting

fered

atters before the FCC. “The OII also suggested ‘that aany California
RTUs were Only c°rporate shells; which obtained conmdn cerrier ‘

‘.frequencies and then conducted mOSt of their utility OpetatiOns>:

" through n0nutility affiliates or agents. enabling RTUs to avoid CPUC
regulatién. Finally, the COmmissiOn believed that deregulatiOn might
be appropriate because the Commissien s work c0nsisted prinarily of
protecting existing RTU service areas and of mediating thei:
internecine battles of the radiotelephone industry._"

_ Only two parties to the OII advocated any forn of
'deregulation. the California Hobile Radio Associatien and the>1

,NatiOnal Association of Business and EducatiOnal Radio.- The staff.

: »_._’the 0verwhe1ming mejority ‘of the RTU industry. and the wireline ‘ .

‘dutilities strongly SUpported continued regulation.__
| _ In DecisiOn (D ) 88513 (1978) 38 CPUG 461. the COmnissiOn
..:ffound that the Public Utilities Code reQuired the Conmission to '

regulate radiotelephdne utilities and wireline telephone cdmpanies
uith respect to their providing two-~ way radio and one way paging
‘services to the public._ ‘The’ decision also stated that the CommissiOn
had no authority toé regulate the Operations of ptivate nobile radio
comnunicatiens licensees. The only change in the status quo effected
by D. 88513 was the revisioe 6f service aréa maps under a unlfOrn

method of measurement déscribed in the Carey Report (FCC Rules
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Ti22 504).’this actibn vas intended to reduce costly and Vasteful iif'

o litigation before the Commission.,ft

_ _ 1In 1983," the Comm1s31on issued D 83 08- 059 as a result of,”
another OII. This OII was a response to the FCC s decision tolij»d'
riincrease the number of frequencies available for paging OperatiOns.‘

This decisiOn revised Rule 18(0) to make it more difficult for an

B existing éarriér to OppOSe neéwv entrants or to block the eXpansiOn

plans of a c0mpetit0r. Since: then, most certification prOCedures
have béen perfunctory, and territories that vere previously served by
0nly one RTU may now bé served by several. ‘ir :
In the early 1980s.7e Cénmissidn resolutibn revised the CPUC‘
_regulatory funding surcharged on RTUs to make it nore consistent withg
the surcharge on ‘more c0nventiona1 services. This surcharge ndw‘: -
dapplies to RTUs the standard percentage of. interstate revenues used

for surcharging basic services.

The Nature of Radiotelephone Services

_ The RTU industry offers tvo major types of servicest tdd;”
uay radio service and paging (which is usually one- vay but may be
tvo-way). Both RTUs and private mobile radio providers‘ may be
connected to the public svitched netvork‘ the only distinttion is a
that RTUs offer serviees to the general public._ * }& B ’

Conventional two- way radio car phOnes offer mobile telephone
service via FM radie frequencies in the Public Land Hobile Service
(FCC Rules & Regulations Part 22, 501) - Conventional car phones have.

been supplanted for the most part by cellulag phones.
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Howe#er; the market for paging has Continued to grov
:rapidly. Paging is the cepability to- send a message to someone
: carrying a portable receiver. The message can be a simple beep,
rindicating that the recipient should contact an ansvering service or
 3 pre determined number, it can be a phone number or alpha-numeric
message displayed on the receiver; or it Can be a short voiCeEf o

message. SOme pagers permit Very short two- vay c0nversati0ns.f»"

| Though paging has historicelly been a local service. recent adVances

in technOlOgy now . support nationwide paging via satellite.:
Other services offered by RTUs include marine radio
i services,'rural radio services (which substitute for bésic phone
;service in. extremely remote areas), point to point microvave, and

: radio to-radio services that allov a nobile user to comnunicate with

‘other users by leaving nessages at a base station. L ‘

_'Structure of the Radiotelephone Industry _ S
» The industry consists of 91 speciaiized radiotelephone
utilities (some of vhich are subsidiaries or affiliates of one
another). All the larger wireline utilities--including Pacific :

- Bell (and Pacific Telesis), GTE California. Continental, Citizens,

* and ROSeville—-and six smaller independents also offer» o
radioteléphOne services.  Some of the larger wirelines nave recently
acQuired a number of smaller RTUs. As a result. many of the hannels
that the FCC originally allocated to non wireline RTUs ere ‘now. owned

by subsidiaries or affiliates of vireline cOnpanies. Hon-vireline

-
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1RTUs have also cdnsolidated in reéent years. Orerail.;théiindustgyf—:

T:‘;has COnsolidated into feuer, larger firms. _ S
7 ' Hany of the vireline COmpanies. including the Bell Operating
‘Companies. are not bnly eXpanding their paging operatiéns but also a3
1c0nsolidating paging services vith Cellular. This allows them to_
market such services jointly and to avoid regulatory scrutiny vherei'
paging services ‘had previOusly been regulated as part of a monOpolyi
"LEC Operation.- ' -
| | In recent yeers, the FCC has a110cated a greater number of,
-'tfrequenCies té paging._ Heny of these frequencies had been used for
,«two way nobile car services, f0r which denand dropped when cellular;
fiphbnes became aVaileble.j The FCC also. opened up entirely new spectra
;(900 HHz) for peging._ Thus, elthOUgh the number of aVailable
nlfrequencies still represents an upper limit on the number of firms.
L;that could enter the field, it has nbt pdsed a barrier to entry in ,7'
the past few years (since the advent o cellular phones) '
' Host of the RTUs are nembers of Allied Radiotelephone.
.Utilities of California.‘ In November 1987. after negdtiations uith,
'_Allied, Pacific prOposed a Radio Carrier AcceSS Tariff (RCAT). The"
'.RCAT is designed to be a standard tariffed offering frOn Pacific Bell,
tregarding RTU access te the publie switched network. Under the Q
present arrangement. ‘éach RTU files a separate cbntract specifying
the terms of its interconnection. The RCAT would replace this 3
‘melange of contracts with a single, standardized tariff The RCAT:_

proposal has raised the quéstion not only of how much RTUs ought to
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pay for interconnection. but also of vhat type of interconnection the .

wireline utilities should prOvide to RTUs.f e L
_ : Currently. RTUs are connected to the public sﬁitched netdorx
‘by Type One interCOnnectiOn—-that is. by méans of DiD and DOD trunks
that’ 1ink an RTU office directly to vireline compeny end offices.
Allied contends that RTUs 6ught to énjoy Type Two interébnnéttion;
vhich uses a tandem switch to route. cells to Vari0us end offices.“
Since the tandénm eliminates all the direct links to end offiCes, Type
Tvo interconnection uould be nore etficient end therefore cheaper for
the RlUs. -RTU customers w0u1d also avoid toll charges. Tandem -
interc0nnection Vould demand a higher level of technicel :‘
sophistication frOm the RTUSr"To date, the LECs have not permitted
' RTUs Type Tuo interconnection, élthough a number of cellular phéne'
conpanies elready enjoy tendem interconnectiOn.: : | .

The ComnissiOn s Current Regulatory Framewbrk

A new RTU must first approaCh the FCC for a license end
authorizatién to use certain frequencies in a certain geographicel
area, Since more than two RTUs nay compéte ia eny given erea.
conpetition for licenses 1s less fierce for RTUs than for celiular
tirns, ' | | » |
| ) The Commission currently regulates entry of RTUs by
requiring prospective RTUs to apply for a Certificate of Public |
Convénience and Necessity (CPCN); this is doné by application, but

RTU CPCNs are rarely protested and serve nainly to keep the
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-?COmmiSSion staff informed ab0ut which cOmpanies ‘are offering service.

’Approval is usually routine.r : S _
| : The Commission also regulates the prices RTUs are allowed €6
;charge for services (but not the prices charged for rental of '
’equipment. such as’ pagers) COmpanies whése 3ross annual revenues
exceed $750 000 must file a fornal application in order to raisern'
rates} all éther companies may file increases by advice letter (with
;supporting material) For rate decreases, c0npanies generally must‘
show that their rates are c0mpensat0ry~—that is. ‘that the prOposed_

- rates will cover costs and vill not Constitute predatory pricing.

' _Rate chenges for rediotelephOne services offered by an LEC are’

f_considered 1 that LEC's general rate case.di
o Hhen séaeone vants to- buy an RTU, or if an RTU vants to.
:-offer stock ‘no transactiOn can occur until the Coumission apptoves“a
;COmpany application. The COmmission also mediates disputes over
service aréas. reviews tariff filings, nonitors service quality; and
reguires cOmpanies ‘to submit annual repOrts.

Because of technological advances._paging services are no.
longer purely lécal.- & pérson in Néw York can page another in San
Francisco. - ‘This: capability 1s 86 new. that the FCC has not taken any
action to regulate paging On an interstete basis.'nor has the

‘Comnnission regulated interLATA paging any differently ‘than intraLATA
3 : .

'paging. » )

The Commission would like to revisit its policies for

regulating radiotelephone'services. The Conmission is interested in
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‘i5f‘studying uhether less. restricted competition might lead to cheapetﬁ
"ihand/or berter services and whetﬁer the benefits of the current |

i'fjtegulatory systen exceed its costs.“ Greater interest in the

"-jfregulation of RTUs has also arisen as a result of the booming gfowth

‘iin the cellular telephone industry.‘Changes in RTU technOIOgy, and
,the dynamic state of teleCOmmunications in general.- p

’.'Questions and Issues Regarding Regulatién of RTUs

" To assist the Commission in its study, ve are requesting
"that radiotélephone utilities, wireline companies, RTU custdmers, end
SOther interested parties provide c0mments to us. These comments

f :should spec1fiCally address the follouing questions' ST

A R égu latory Goals and Framevorks

.1. What goals should the Comuissidn seek to achieve
in its reguletion of radiételephone services? ‘

2, Given the goals described in QuestiOn 1, would

. full or partial deregulation of RTUs and/or the
wireline- companiées' radiotélephoneé services be .
in the pudlic. interest? Hhat would be the costs
and the beneéefits? o

Do any aspects of radiotelephone reguletion néeéd -
to be strengthened rathér than reduced, given -
the above goals? Again, please deseribe the
cOsts and theé benefits. ,

Hhat complaints do customérs voice egainst RTUS
and wireline mébile carriers? Is regulation
necessary to handle the conplaints?

Pléase ¢0mpare the costs and benefits of the
following aspects of our curreéat regulatory:
prégram, Based on their costs and benefits, for -
which of these aspects should the Commission
c0nsider alternatives to its current regulatiou?
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Entry through certificates of phsiié:f"

convenience and necessity

*

Expansion of service

Arbitration of servicé area or other disputés;l»:";‘

. Antenna siting under CEQA

Tariff filfngs
. Rate increases

Quélity of service
Accounting procedures and annual repofts'

' S§0ck sales and transfers of ownership
Ihtérﬁonnéction with wire line telephone sj§;§§§5

- Customer COmplainfs o

Shoulﬁ;ahy segnehtS'of the Induétri.be tfé§£é3 i:7f“'L
distinctly? Pleasé consider such aréas as .~ = -

specialized RTUs versus wirelineés; paging ve;sﬁé?f” 7'77:;'

mobilé car services; rural radio servicés versus: <
those services that cannot be considered "basic™ =
telephone servicé, In partiéular, given that . =
the virelines' radiotelephone 'serviceés are now.

subject to cost-of-sérvice regulation through “,;*ff;'

the general rate case procéss, how would greater
pricing flexibility for RTUs affect the o
wirelines' ability to compete? S

Does the presence of ageats (vhich function much

1ike reselleérs in the cellular industry) régquire
any regulatory response? , O

What regulatory options would require enadling
1égf{slation? If such legislation were T
necessary, what législation should the
Conmmission support?

'B. Competition, Economic Efficiency, and Market Pover

9.

How competitive are RTU services? Are there .
elements of the services that are bottleseck .
monopolies? Specifically, what is the proper
rolé of LECs in providing access to networks and
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functions required by hoﬁavi:éliﬁe?RTUs?ﬁﬁﬁﬁﬁﬁld
the Connission impose spec¢ific non- " s

discriminatory access requireméhts't0 §reE1hﬁéﬁ£,;:f_'

anticompetitivé éonduct?

What coastitutés the basis for coampetition -
between radiotélephone service providers! - A
prices, type of service, service quality, or a -« .

combinatién of these factors? Do RTU-gerv1c¢SL:;3r;‘“
conpete with other serviceés as substitutes? = Are

RTU services complements to any other services?:
What has the trend been in RTU rates? S

How easy are entry and exit for radlotelephone
service providers? How do entry and exit. - .
characteristics currently affect the level of .o
competition in the iandustry? How could. = "
alternative forms of regulation affect the . - -
ability of firms to enter or exit? Does the - -
limited number of unused frequencies constitute

a significant barrier to éntry, now or ia the =~

future?

To what extent does consolidation of firﬁé"' :
represent a threat to competition? How - =

o entrated would the industry likely bedome ™ - =

under déregulation? Does consélidation offer ':
any benefits (such as écononies of scale, -

berter coordinated servicés, etc.)? Given that - =

a great deal of consolidation has already . .-
occurred, should the CPUC take any regulatory
action téo prevent anticompetitive béehavior? - . -
What role does thé CPUC have with respect to the -

policies of the FCC in this area? C

To what extent does the current system allow .
opportunities for iamproper cross-subsidies? Are
wireline utilities able to evade regulatéry .
tréatment through c¢ross-subsidies betweeén - -
subsidiaries or affiliates? Can RTUs cross- - . .
subsidize operations through the use of agents -
or other unrégulated entities? How would . .
alternative regulatory schemes afféct ~ .
opportunities for cross-subsidization? Under
vhat circumstances should the Commission be .
concerned about cross-subsidies? What type of .
accounting or structural separation requirements
would be necéssary to guard against improper
cross-subsidies? '
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Does the joint offeringmof Cellular and paging’
services raise any regulatory 1ssues? CL

'How do different types’ of regulation affeot the
 priéing of services? ihat steps- could thé

Commission take to énc¢ouragé the lowest. prices? ;:
Are thére any serfously distorted prices under <.’

thé curreat systea? How do currént ratés différf” Es%‘

_ from the rates that would reésult ‘from .
alternative regulatory scenarios? Under what _
circunstances, if any, might predatory pricing

- by larger firms bdecome 4. problem?

How does regulation. or its absence’ affeCt the o
quality and availability of services? Does our

regulation provide consumers with & choice of a f“f.

rangé of quality, where lower quality is .
reflected in lower prices? How does the
availabilty of RTU service Vary among o
3eographice1 regions?

How expensive is our regulatién? Hould - -
decreased c¢osts of regulation ‘be passed on to S
- customeérs in léwver rates? :

RTUs and UniVersal Service

18,

19,

20.

Does the soctal role 6t any RTU service _
necessitate or justify céntinued régulation?

What social importancé will RTU serviées have ih‘*,u_
the future? IA vhat areas do RTUs provide basic -’“

telephone service?

Under an alternative regulatory scheme. how
should rural radio servic¢es--which are.

stationary services that provide basic telephOne- o

services in isolated areas--be treated? . How
many customers currently rely on rural radio.
service for basi¢ service? How do rates for
rural radio services comparé to rates for . -
ordinary basi¢ service? How will rural radio_:
service markets change in ‘the future?

How would any prOpOsed regulatOry ¢hange- affect :
the provision of basic telephoné services by
LECs? Do RTUs provide any subsidies to basic
serviceés (through intérconnéction access = = .
charges, for example)? Conversely, do basic
services in any way subsidize the LECs'
radiotelephone services?
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“for ctegulatioén, now and in-the €uture? .

‘Does - -

technological change pose a significant threat .
6f bypass of the local exchange cémpaniéé" Co

. aetworks?

. D, Interagency Issues

22,

What actions has the FCC taken recently and what
actions i¢ it planning to take in regulating .- . -

this industry? .Are any of our regulatory . . -
actions duplicative? Do any FCC actions require

a CPUC responsé?

What regulatory treatnent, if any, would be ' .
appropriate in response ‘to the developmént of =
nationwidé and interLATA paging? What should be
the FCC's and the CPUC's respective roles in ~ -
this area? e

"Should the CommisSiOn,céntiﬁué'to be tﬁé;leéd“3 ,""

agency for CEQA with respect to siting of RTU

‘facilities? Shoéuld the Commission establiSb‘afgfﬂ o
categoriéal exemption under CEQA with réspect to = -

proposed antennae that would be located on .

éxisting antenna farms or miérovave tovers? -

26.

_'—ﬁ,‘jcénertc ahd’PrGCedufal Issues

Should thé'COEmissibhfcoﬁsider éﬁ)/btﬁéffk%dféfg
joint cellular/RTU issues? o

How should any ptopbééd:regﬁlétéry éhangeé_ﬁé »i'ﬁ

impleménted? Would implementation of changes

for wvireline companies' radiotelephoné services:
requiré any special treatment, sincé such .
services may share facilities with monopoly -
services? ' - . s .

After receiving parties' responses to the =
questions set forth ia this Rulewmaking, a =~ -
proposed Rule will bé draftéd and conmménts will

be solicited before a final Rule is adopted. We -
hope with this process to avoid protracted .~ =
hearings, but will preserve thée option of .
converting this Rulemaking to an Invéstigation
at a latér date should evidentiary hearings.
prove necessary., ' o
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| o R D-B R
R, 1s ORDE?ED chat: o
. 1. Rulemaking is hereby instituted onh the COmmissiOn s. |
© _own motibn into the regulatiOn of radiotelephOne utilities._'zir _
o "2, -All radiotelephone utilities subject to the jufisdiction of
the CommissiOn are uade respondents to this rulemaking and ere' '
invited to present their c0mments On the above questions.4 Other
' parties are also invited to submit comaents. _' . ) _
3.7 0n or before April 22. 1988. any interested parties and the
Division of Ratepayer Adv0cates shall file c0mménts regarding the,? B
abOve questions. : |
4, Parties filing reply comments must do eO‘on’orfbefore
. Hay 13, 1988. , . . _' ','_ "
L 5. Parties shall file an originel and 12 copies of any COmnents
" to the Comnission 8 Docket Office.: ‘Each party subnitting c0mments~1

shall make a COpy of its couments evailable to any pers0n on . request.




V'ifj;ceftificated in Californ134 x ~fi"- :
e - This Order is effective tbday. _;_- R ST
| Dated February 10. 1988, ét San Francisco, Califofnia.

STAHLEY V.‘HULETT
L AR President
f%DONALD VIAL e
T FREDERICK Re- DUDA ,
<G HITCHELL WILE
Conmissioners ;*

Conmissibner Jéhn B.:Ohanian, being
‘nécessarily’ absent, did not SR
participate.ze" SR

4'c,mn.a o s Capy

; - 14 T‘ g.
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Aalert Paging Company of Sacramento, San Franoisco, and San Diego -
Airsignal of California, Inc; L - -
"Allcity Paging ' :
Allied Radiotelephone Utilities Association of Califérnia
Américan paging Inc. of california . e 7 )
cal Autofone and Radio Blectronio Products Corporation Tff_f
cellular Réséllers Assooiatlon, Inc.¢- : S
citizens Utilities Company of California
Crico Communications COrporation of San Joseé
pivision of Ratépayer Advocates
‘podge, Jr. Willard A: :
GTE California, Incorporatéd
' Metromedia Paging services Group o
Mobilée Communicatioens of California, Incsf
Pacific Bell’ C : -

PacTél Paging : : S
- Radio Rélay Corporation of California and Electropage, Inc.i -

R. L. Hohr, dba Radio call COrporatiOn

(END OF ipésuoix5aj
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question/ . slg-City” CAuto- . zems o Media Com - Be11 ‘Tel Relay call

- D. Should. . .
Comm, { -
‘maintain
Cﬂf)\lead

aqéncy
rolé?

‘catment
mtherhéarirgréq.dred

may 1de esséntial séxvicé for cmsuners whosé lifeetyle rer,uiré mobility
r\odifferentindsaractérﬂ;anamothértelephonésexvice o _

(BD OF APPRNDIX C)
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Beck, Young, French & Ackerman

Ré: Aalert Paging Company of Sacraménto
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San Francisco, CA 94105

Marc P. Fairman, Esq.

Debra L. Lagapa, Esq. ,
Morrison & Foérster :
Ret Airsignal of California Inc.
345 California Street
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David M. wilsoh, Bsq.V:_ o _
Dinkénspiel, Donévan & Reder ]
Ret Allied Radioteléphoné Utilities ‘

Assocliation of california :
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san Francisco, CA . 94111 _

James D. Squeri, Eéq.-
David A. Simpson, Esq.
Armour, Goodin, Schlotz
& MacBride L
Rét Allcity Paging Inc. & Crico o
Communications Corp. of San José
505 Sansome Street, Suite 900
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pavid J. Marchant, Esq.

Martin A. Mattes, Esq. -

Graham & James '

Ret American Paglng, me, (Califorﬁia)
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San Francisco, CA 94111 '




Aileen P. Amarandos ,
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suite 1300 e
washington, D. C. '20004-2505*::-

- James E. Walley
Owner/Hanager .
Auto Phone Company .
1538 18th Street . -
Oroville, CA 95955

boug Brent, Esq. -

Kentucky Public Sérvice
Commission ‘

P. O. Box 615 ' R

Frankfort, KY 40502 R

Cal-Autofone

Juné E. Smith.

President - - S
1615 Highland Avénue |
Eureka; CA 95501 .

Peter Casciato' -’ ’
1500 Sansome Stréet, #201
San Francisco, CA 54111 :

Alvin H. Pelavin, Esq.-

Cooper, White & Cooper '

Ret Citizens Utilities ,

- Company

201 california Street T 17th Floor
san Francisco, CA 94 11
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Leona Cohen . e
8674 1/2 W, Olympia alvd. ‘
Los Angeles, CA _90035 :

Willard podge, ar.
P. 0. Box 1105 '
Novato, CA 94948 1105

Ralph Hoepér, President _ _
Forest Hill Telephbne Co., Inc._g
P. O. Box 236 . '
Foresthill, CA 95631

Kenneth K. Okel, Esq.

Kathléeen Blunt, Esq. -

GTE california Ine. . -

One GTE Place, RC 3300 .
Thousand Oaks, CA 91362- 3811

warren A. Palmer, Bsq.:
*24 Cordelia Drive.
Petaluma, CA 94952

carl Diehl, Esq. . S
Dinkelspiel, Donovan & Reder R
Ret Mobilécomm Of California, Inc. R
One Embarcadero Center _ :
Suite 2701 o L

San Francisco, ca 94111_7

pavid P. Discher, vice Presidént
Pacific Bell

140 New Montgomeéery St. Rm, 1510_
san PFrancisco, CA 941 5

Mike Kerr

Pactel Paging Of California
2181 W. Winton Aveo_ .
Hayward, CA 94545

Mark A. Stachiw

Pactel Paging of califOrnia
Three Forest Plaza

pallas, TX 75251

Morley G. Mendelson, Esq.
Kadenacy, Mendelson & Schwaber
Res Radio Call Corporation
888 S. Pigueroa St., Ste. 190
Los Angeles, CA 9061




'Hayne B. Cooper, Esq.f’f' '
. Farrand, Cooper & Bruiniers _
“Radio Reélay COrp. Of - Californla
& Electropagé; Inc. - - I
,235 Montgomery Street, Ste, 1035._v‘
San Francisco, CA 94104 LT
_ALJ Bennett, ROOm 5117 ,-“ : 3
Janice Grau, Esq., Room 5023 fi’-;'}
Ravi Kumra, DRA, Room 4007
ThOmas Lew, DRA, ROOm 4007

?State Servicet"

Staté Board of Equalization
o Louis E. Heyer R
.- 1020 =N"_ Streéet
1:'Sacrament6, CA 94279 0001

' (END OF APPENDIX D)
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REVISED RULE 18(0)

(0)  In the case of an application to furnish one-way paging
or two-way mobilé radiotelephone service (othér than cellular
mobilé radiotelephonée service), the following requireméents apply 1n
addition to those enumerated in Rules 1 through 8, 15 thrOugh 17.1,
and (a), (b), (d), first sentence of (f), (g),r (h), and (1) abOVe!

may at any timé theréaftér submit its application to this =
commission. end-a—tegible copy of—its—PEE permit{s)i—to—this
commisstons The proposed new service area, or the effect of
changed facilities on thée utility(s) existing service area, if any,’
will be shown on a fully legible engineering service area COntOur
- map, of suitablé scale, preparéd in accordance with the applicablé
criteria set forth in 47 CFR 22. The use of aeronautical charts
for this purpose is unaccéptablé, '

(2) Each application shall address thée following matters
in a substantial manner and with particularity,; consistent with the

scope of the authorization soughtt

(A) Demonstration that the proposéd service 1s
' responsive to public need and demand. :

(B) Technical feasibility of thé proposed syatem
and the technical competence of the applicant.

(C) Description of the proposed service including
terms, conditions, area of coveragé, quality,
and featurés of service, and differences from
any service presently provided in the proposed
service area,
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(D) Financial re5p0nsibility of thé applicant.
(E) Economic feasibility of theé proposed service 4n
 the markét to be sérved.

(F) Present operations of the applicant and
affiliated companies.

(3) Should an existing utility protest such application,
the burden shall rest with the protestant t6 show that the °
application should not be granted by affirmativély establishing
that granting the application will 80 damage existing service or

 the particular marketplace as to deprive the public of adéquate
servicé. The protest shall conform to Rulés 8.1 through 8.8 ‘of the ‘
Commissién $ Rulés of Practice and Proceduré. A sérviceé map of .
protestant's claimed sérvicé area shall be filed with the pfotest.
Protests of a general or nonspecific nature ‘will not be sufficiént
to warrant consideration by the Commission. ' : : : .
, (4) Should an éxisting utility propose to provide )
serviceé in an area contiguous to its authorized service areéa and
not presently recéiving radiotelephone service by any utility, an
application for a certificate need not be made, but the engineering
data required in (1) above shall be provided to the COmmission ,
staff, :

(5) Should an existing utility propose an extension of
sérvice area which it bélieves to bé minor in nature, but to which
(4) above is inapplicable, it shall submit thé relevant engineering
data to thé Commissions staff, with a writtén request for
detérmination of the nécessity for a certificate application.

Reply will be by letter from an authorized représeéntative of the
commission’s Communications Division. 1In géneral, an eéxteénsion
will be considered minor if it does not overlap the radio serviceé
area of andther utility by more than 10% of either utflity’s radio
sérvice area and also does not provide substantial coverage of
additional major communities.
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(6) Actions as described in (4) or (5) ab0vé, or actions

"-‘such as constructién of fill iﬂ transmitting facilities which do

L . not. afféct sérvice area boundaries, shall be described in tariff |
fevlsions which shall be promptly filed by the utility.r_ g

_  (END OF APPENDIX E)




