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ZZIFORE TEE PUBLIC UTILITIES COMXISSION OF 1EE STATE OF CALIFORNIA

in <he Natter of the Applicasion
oL ADVANCED X¥O3ILEZ PEONE SEZRVE z,
INC. and the L0S ANGEZLEIS SNMSA
LIMITED PARTNERSEIP for o certifi-
cate of public convenience and
rnecessity under Seetion 1001 of
the Pudlic Utilisies Code of <he
State of California for authoris
T0 provide a new Domestic Pudlic
Cellular Radio Telecommunications
Systexz <o the pudlic in <he
greaver Los Angeles Mevropolitan
area.

Application 83-01-1
(Piled January 7, 1983)
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(hppearances zre ligted in Appenéix A.)

SNTERIN O2INION

Alvanced Mobile Phone Service, Inec. (AMPS or applicant), on

behall of itsels and i4s Pacific arez successors, and *the Los Angeles

SMSA Limited Partnership (Partnership), secks o cer<ificate of public
convenience and necessity (CPC&N) under Pudlic Udilities (P27) Code

§ 1001 for authority %o provide a new domes<tic pudlic cellular ralie
teleconmunications sysitem %o the pudlic in the greater Los Angeles
Metropolitan area.

AZ%er due notice seven days of public hearing were helé on
zatier in Los Angeles before Administrative Law Judge (ALJ)

- Johnson during the period March 1, 19837 whrough Merch 22, 1983,
and the matter was adjourned %o = date %6 be se=. Concurrent briefs,
due April 13, 1983, were requested on whether or not this Commission
should issue an interim order authorizing the construction and
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insvallation of facilizties contingent upon the appropriate
disposition of environmental impact concicerasions dut specifically
withholding aushorizazion T0 operave the syssem in cervice TO The
pudlic pending further hearings. Such construction and relazed work
and expense would be envirely at applicant’'s risk with no guarantee
of the ultimaze issuance of operating zuthori Briels were
received Irom applicant, the Commiscion

Comnunicavions Corporavion and MCI Comamunicasions Corporation
(ICS/MCI), and Allied Telephone Companies Associasion (Allied). On
May %, 1983 ICS/MCI requested oral argument on she issues raised in
this proceeding. 3Because the issues were developed fully in hearing
and in dbriefs, we declined to grant this reguess.

Tesvimony was presented on behalf of AMPS Yy ivs president
and chief executive officer, William M. Newpor:, by one of izs
project planning engineers, Gerazld P. Baker, by izgc director of
marketing, Susan J. Wolff, by its direcrtor of dusiness planning,

Robert C. Martin, by itvs direcsor of priecing, Robert A. Steuernagel,

4
by ite vice president and chief financial officer, William
0'Connell, and by the chief execusive
Poacific Regional Cellular Corporation

behalf of the Commission staff »y one

examiners II, Mark Bumgardner, and by

engineers, Willard A. Dodge, Jr.; on behalf o MCI by 2 vice

p-nﬂlden planning and business development of MCI Airsignal, Inc.,

David M. Ackerman, and by the president ané chief execuvive officer
£ ICS, Robert Ruszell Burris; = behalf of Allied dy =z

president of Intrastate Radio Telephone of Zan Trancisco. In

Tom L. Cock.

il 4

I = BACKGROUY

With = s 30 provide for
licensing and commercina radio systens, the
Federal Communications Comnmigs n January 18, 1080,

released itz Notice of Inguiry and Notice of Proposed Rulemaking in
CC Docker No. 78-%18, Cellular Communications Systems (1980) 78 PCC

-2 -
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28 984 45 Feg Reg 2859. This inguiry culmina%ed in a "Report and
Order” adopted on April 9, 1981 and a "Mezoranduzn Opinion and Qrder
on Reconsideration” adopted on Tedruary 25, 1982, in the matter of
"An Ingquiry Into the Use of <he 3ands 825-845 ¥E, and 870-8%0 ME,
for Cellular Comzmuniea+: Systens; and Azendment of Parts 2 and 22
of the Commission's R Pelative to Cellular Cozmunica%ions
Systens”, Docret “hese orders designated 30 oy celluler
zarxets in the Un tates based upon siandard zesropolitan
statistical areas In each SNSA <he 7PCC allocased 20 M=,

for local wireline lephone cellular systems and 20 YE, Zor one
nonwireline

gysvezn. ALl nonwireline enti<ies are eligibhle %o apply
and compete for a license 10 operate a cellular systen. The FCC will

evaluate the competing nonwireline applications expected for each
S¥SA in accordance with procedures established by <he advove-
referenced orders.

in accordance with the above oréders Ameriean Telephone &
“elegraph Company (AT&7), on May 5, 1980, formed AMPS as a separate
wholly owned subst ~ary <o offer cellular service. Onm June 7, 1982
ANPS Ziled an application with the FCC Tor & comstruction permit %o
build a cellular sys<exz in <he leos Angeles SNSA. Sueh a pernmit wag
issued on Mareh 31, 1983. LAccor ing %0 the record, AT&T will form a
new company, AT&T Cellular Company, into which AMDS will be merged
after PCC approves 2he AT&T capitalization plan. The Modified Pinal
Judgment (MPJ) entered into be<tween ATET and <he Deparizent of
Justice reguires, among other Things, the divestiture of the cellular
company. In compliance with the MFJ, AT&D or AT&T Cellular Company
will form seven new corporate units, one for each regional holding
company. CThese seven regional cellular companies will jointly own an
eighth corporation, <he Cellular Central Sta<fs Organization (CCS).
At the time of divestiture, on January 1, 1984, +the AT&T Cellular
Company will be dissolved and +he 5tock oL the regional cellular
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companies will be divested to the regional holding companies. The
Pacific Regional Holding Company (PREC), no% yet in existence, will
own 100% of the assets of the PRCC. 2PRCC, when 4% is formed,
proposes %o form the Los Angeles CGSA, Inc. (TACGSA).

The PCC, in the adove=~relerenced cellular service orders,
strongly urged wireline carriers eligidle and desgiring %o provide
cellular service in any SMSA %o reach muiually acceptadle
arrangements %0 provide such service. Conseguently, on QOctoder 26,
1982, AMPS, GTT Mobilnet, Inc. (GTE NMobilnme+), Continensal Mobilecon,
Ine. {(Continen<tal), and United Stases Cellular Corporation {United

tates Cellular) entered in%to an agreezent esiadlishing the
Parvnership, one of the applicants in this proceeding. In accordance
with the agreement, AMPS is both a general pariner and a limited

partner ané GITE Mobilne%, Continental, and United States Cellular are
oSt

no fecision-maxing authority. AMPS proposes that <the ILACGSA Dbe <he

successor Iin interest %0 AMNZS in the 2bove-lizmited par<snershins. PCC

-k gl W

limited partners. The limited pariners are merely invesiors ané have

approval of <the limived partnership was granted on March 31, 1983.
The instant application was filed January 7, 1983 for a
CPC&N <o provide cellular radiotelephone service in portions of Los
Angeles, Orange, San Bernardino, and Riverside Counties.
On Pedbruary 4, 1983 Cellular Mobile Systems of California,
Ine. (Cellular Mobile Systems) £iled a protest %o granting in whole,
or in part, the authority sought in this spplication and a regquest
for a pudblic hearing on the matter. In {ts filing Cellular Mobile
Systens alleged tha%t:
1. Granting the application prior %o the 4ize
similar authority is granted %o <the
prevailing nonwireline applicant will have
serious anticompetitive impact upon the
radiotelephone marxet, including existing

radiotelephone utilities in the Los Angeles
area;
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2. A grant of a CPC&N 4o a wireline company av
this time would provide 1% with up %o “wo
years' time %o capiure +the markzet hHefore <he
nonwireline cozpanies will commence
operations;

The lack of competition thus caused would
result in unnecessarily high ra<es: ané

Wit g
Pudlic interest requires *hat any grant be
expressly conditioned upon the wireline
cozpanies’' ongoing and nondiserinzinazory
provision <0 the nonwireline cellular
carriers of facilities and services
cozparable <0 those provided AMPS.

On Pedruary 7, 1983 ICS/MCI filed a similer protess
objecting to the granting in whole or in part of +he application.
This protest questions the identity and qualifica%tions of applicant,
alleges % ion is blatantly defective in i%s failure o show
the financial ability of applicant to render <he proposel service,
together with information regarding <he manner in whieh applicant
proposes to finance The proposed construction; notes that <there is
insufficient evidence %o evaluate whether or not <here s cross-
subsidization of the proposed cellular service by The Pacific
Telephone and Telegraph Company (PT&7) o= PREC; noites tha* doth 27&7

? rany
and PRCC will be wholly owned subsidiaries of PRIC and the
opportunity for PT&T to continue {ts alleged anticompetitive
practices is therefore continued iato the cellular operations: and
alleges that applicanst should no% be granted 2 heald start over
nonwireline ¢arriers.

II - TE5 ISSUES

The issues Yo be addressed in +he resolution of this
are set Jorth in the record of this proceeding as follows:

T+ Should the Commission issue an interiz order
authorizing the construction and installasion
of cellular facilities dut specifically
withholding authorization %o operate the
gysten in service to the pudlie?
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Corporate identity and accounting
responsidility of the various involved
¢corporavions.

The head start issue.

The adequacy of applicant's capital sitructure
ané financing plan.

The proper level of rates z2nd charges for +he
proposed service.

The adlequacy o the services <o be offered,
including the resale plan.

Cross=-sudsidization.
Interconnection practices and facilities.

Provision for directory assistance and
listings.

The reasonableness of equipment procurement
practices and pricing.

Compliance with the provisions of <he

California Environmental Quali<y Acs

(CZQA).

III - DEASING TEZ PROCEZDING
The Staff Recommendation
The tesvimony of senior utilities engineer Willard A.

Dodge, Jr. of the Communications Division (CD) of the stasf included
the following recommendation:

"The major recommendation at this <time is, then,
that the commission issue an interiz order
authorizing the construction (and installation)
ol facilities, contingent upon the appropriate
disposition of EI (Eanviroamental Impact)
considerations, dut specifically wiitholding (sie)
authorization <o operate the system in service %0
the pubdblic. (It is assumed the applicant will
also cozply with the PCC rule regarding
construction permits and licenses.) Construction
and related work and expense would de entirely at
the applicant’'s risk as no ultimate issuance of
operating authority is guaranteed in advance."
(Exhidit 11, pp. 6-7.)
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. According o %the record, there appear

need for cellular service in support of the XX
é
wi

S t0 be a prosyective
II Olympiad commencing
hat the construction
11l %zrxe 17 nonths
necessitasl ing ANMPS <o begin the construction of <the mobile telephone
switching office (MTSQ) in January 1983 in order %0 provide cellular
gervice in time for the games. This construction was undertaken av
the sole risk of AT&T and its shareholders.

Staff witness Dodge testified that in his judgment
applicant’'s showing at this point does not suflfice for the issuance
of an unconditional CPC&N dut tha+t pudblic interest will be hest
served by the granting of partial authoristy which would be exercised
at applicant's risk and would provide sudstantially greater assurance
0f meeting the service date objective.

Witness Dodge Lfurther testified that +the technical
Teasibility of the proposed systen has bheen demonstrated 40 a
sufficient level of confidence, tha*t the basic engineering has heen
perforned to conforz with the technical standards prescribed by %the
PCC, and tha%t there appear +o de no prodblems wisth the bdasic radio
engineering aspects of the systen. Consequently, <the proven
technical feasidility of the contemplated cellular facilities forms
the basis for stall's recozmendation that the construction at
applicant’'s risk bYe authorized at this time so that cellular service
can be provided on a tizmely basis.

According to staff, nifurcation of the proceeding
permitted by PU Code § 1005 which provides explicitly that:

"The cozmission may, ...isvue the certificate...or
issue it for the construction of a portion
only...or £or the partial exercise only of the
right or privilege, and may attach to the
exercise of the rights granted by the certificate
such terms and conditions, ...as in its judgmenty

the public convenience and necessity
require..."”

in Los Angeles in July 1984. I% igc estimate
and testing of the proposed cellular systen

-
-
L]
L4
-‘
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Position of Applicant

Applicant supports the staf? recommendation that these
proceedings be divided into two phases. Applicant notes that %he
California Constitution, Article XII, §§ 2 and 6, and 2U Code § 701
give the Commission %the droad power to "do all 2hings...which are
necessary and convenient to supervise and regulate public ustilities.
Aceording to applicant, these authorities empower %the Commission to
divide the proceedings into “wo phases. Appiicant further notes +ha<
PU Code § 1005 provides:

"1005. The comzission may, with or withous

hearing, issue the certificate as prayed for, or

refuse 20 issue i%, or issue it for <he

construction of a portion only of the

contenplated street railroad line, plant, or

Systen, or extension thereof, or for the partial

exercise only of the right or privilege, and may

atlach to the exercise of the righte granted by

the cervificale such terms and conditions,

including provisions for +the acquisition by the

pudlic of the franchise or permit and all righ%s

acquired thereunder and all works construcsed or

maintained by auvthority +hereos, as ia i%s

Judgnent the pudblic convenience and necessisy

require; provided, however, upon timely

application for 2 hearing by any person enti<led

%0 bde heard thereat, the commission, before

issuing or refusing %0 issue the certificate,

ghall hold a hearing thereon."”

Applicant has Iinterpreted <this PU Code section as a gran®
by the Legislature providing the Commission with a flexidle power 4o
provide for the pudblic coavenience and necessity by partially, Zully,
or conditionally granting a certificate limited only by +he
requirement that it acts "as in its judgment the pudlic convenience
and necessity require.”

In further support of its position, applicant states that
the circumstances of the application are unigue with some aspects
more properly addressed after the AT&T divestiture of assets +o +he
PREC on January 4, 1984. To wait until then before granting
authority Yo commence comstruction and installation of ecellular
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Tacilities, however, would preclude the use of these facilities
curing the Olympic games. Consequently, according %o applicant, an
sntverin and immediate order permitiing conmstrucsion and installation

T the cellular facility is in %he public inzeres<.
Position of ICS/vCE

In support 0f its 9o on +that the regues% for
authority vo commence consiruction of applicant's proposed Los
Angeles cellular system ané <he recommendation %40 »ifurca%e
proceeding zust e denied, ICS/MCI argues tha%:

t. Applicent’'s request %o be permitied <o
provide cellular service in %ime for <he
Olympic games ig invalid Decause it has nos
ceveloped plans for zeeving such needs, and
ivs marzeting studies for cellular service
focused only on the neeéds for venicular
service as opposed *o portable service when
the Olyzpic games' need relates %o porsadle
servige;
2T Code § 1001 prohivits cons
V0 recelipt of a CPCEN anéd suech a CPC&N cannot
be igsued without a ¢omplete evaluetion of
the Comzission's adopted standards for
appiicavions proposing %o implement new radio
cozmunication services;

wruetion prior
-

Zhe merits of the proposal canno%t be measured

Dy 2 lesser standaxd than is applied in osher
appiicastion proceedings:

There is no legal justification for granting
interiz authority prior <o issuance of a
certificate particularly when, as in %his
case, <he application is deficient and
inadequate in material respects. Such
inadequacies include lack of interconnecsion
arrangements, lack of meaningful controls or
safeguarls %o prevent the possihle cross-
subsidization of <the competitive cellular
service by <he monopoly exchange operations
of PT&T, and the inadeguacy of +the proposed
resale plan permit<ing +he wireline cellular
operators o head start over the nonwireline
operators. PFurtherzore, according %o
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ICS/MCI, it would be improper TO permit the
inveztment of millions of collars where there
are serious guesvions adouv the aufficiency
of the plans and proposals for implexenting
The new gervice; and

ICS/¥CI has been selected By she Olympic
Conmittee T0 provide it with cellular
service: ICS/MCI would be designated The
"ofliclal supplier” of such servicez and its
systen will de operazional by July 1984 47
all regulatory approvals are obtained in
tize.

Position of Allied

Allied opposes <the bifurcazion of the procecdings and
argues thav:

4
)

. PU Code § 1001 provides that no construesion
a2y commence without a CPC&N zrné PU Code
§ 1006 provides %hat when a complaint has
been filed with the Cozmisszion alleging 2
public utilivy is or is about 10 be engaged
in construction work withoust a CPC&N, <he
Commission may issue 2 cease and desist order
fron such consirucstion.

No CPC&N may issue withour 2 finding of
Tinancial feagibilivy and <here are serious,
unrecolved financial guestions raised by <hic
appiication.
Bifurcation of the proceadings would nave
anticompetitive effectsc By providing
applicant with & head start over nonwireline
operators.

Discussion

Under PU Coée § 1005 zhis Com
exercise of the rights granted
condisions ag in iss judgment the

require. It is axiomatic that the linmizatd

rights of the cersificate can include withholding authorization o

-

operate the system in service 10 the pudlic. The wishholding of <he
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right To operate the sycsvem in gervice to <he pudblic with no
guarantee that such an operasi LRnY will ever be granved will
place AMPS on notice sThat it mo roceed with the construction and
installation of the cellular it would o 0 at ivc own

-~ »

risk. A grant of such a limis : ate would be somewhatv
analogous %o an FPCC proceeding wherebhy

As
d AMPS =z pernit =
yever for the Los Angeles
SMSA.

The undisputed evidence of record indicaves that there is a
need for cellular service in <he Los Angeles SMSA. The general need
for cellular service wac recogrnized by the PCC as 2 dasic finding in
its cellular proceedings. Turthernore, the need for cellular service
for use during the Olympic games has been estadblished in this
record. To permiv construction of the convemplated cellular
facilizties in time for use during the Olympic gamec neceszitated the
construction by AMPS of cersain facilitiez in January 198%. Such
construction was commernced with the knowledge ¢of this Commizsion dbus
without assurances thay Coamiszsion approval would be forthecoming. In
order not to foreclose meeting the time schedule imposed by zthe
Olympic games, whe order that follows will aushorize the conssruction
and installavion of the proposed cellular facilizies duz will
withhold authority to operaze the facilizies in public service wizh
no asgurance or guarantee that the operatiag authorivy will de
fortheoming. Applicant droceeds at its own risk under The parvtial
authority gran<ed.

We recognize ICS/MCI's claim vo itz selection by the
Olyxpic Commitvee to provide it with cellular vice as i
"0ffiecial Supplier of Cellular Telephone Services o the 1984 Summer
Olympic Games". Such designasion lg, however, contingent on ICS/MCI
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being both operational in time for the games and being used by <he
Los Angeles Organizing Copzmittee. There ig no evidence that both
these conditions can and will be met. Conseguently, in our opinion,
the possidility that ICS/MCI will be so designazed is not sufficient
reason to withhold authority for AMPS <o proceed a+t i4s risk to
construet and install <the contemplated cellular facilities. In any
event i1 is noved that even should someone other than AMPS provide
cellular service to the Clympic games, the demand for the proposed

gervice in the Los Angeles SNSA is co great that the facilities will
be fully used.

As subseguently discus
contains many deficiencies and s

sed, the record av this point
hortecomings. Coasegquently, we are
unadle at this *time <0 issue an unconditional CPC&N. To adequately
protect the pudblic, including codpeting cellular mobile telephone
companies, and yet perzit applicant to proceed with the project a%
its own risk should i+t so desire, we will grant a limited CPCE&N <o
proceed with the construction anéd installation of <he contemplated
cellular facilities but will withhold the right to operate the
facilities in pudlic service with no guarantee +that such a
restriction will be removed at a future date.

IV. CORPORATE IDENTIZY AXD
ACCOUNZING RESPONSIBILITY

General

The record in this proceeding to date is exiremely clouded
with respect 10 the relationship of the LACGSA o the PRCC, t0 the
PREC, to the CCS, to AMPS, and %0 the operation of the proposed los
Angeles SMSA cellular systex.

Exhidbit G

Exhidit G <o the application is a2 copy of the agreement
estadlishing the Partnership. This agreement provides that the
purpose of the Partnership shall be %0 fund, establish, and provide
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‘l'cellular service within the cellular geographic service area which is
generally contained within <the doundaries of the Los Angeles SMSA.
The initial capital contridutions provide for the following
partnership interesvs:
1. 40% for AMPS as %the General Pariner.

2. 25% for AMPS as a Limited Par<ner.

3. 50% for GTE Mobilnet ag a Limited
artner.

L. 10% for Continental as a Limized
Parsner.

S. 5% for United States Cellular 25 a
imited Partner.

The General Pariner on dehalf of the Partnership shall be
responsihle for obtaining interconnection with the landline network,
Tor operating and maintaining the cellular service system, anéd for
parketing cellular service. The General Partner shall provide
panagement and accounting services to the Partnerchin; shall perforn

, atibde Wy

.all activities and/or functions it deems necessary or appropriate to

marxet, sell, estadlish, operate, maintain, and manage the cellular
system; shall, on behalf of the Partnership, cause %0 be transferred
t0 Partnership's name, all licenses, permits, or other regula%tory
approvals to provide cellular service; shall apply for all other
local, state, or federal licenses, pernits, certificates of

convenience, franchises, or other approvals or authorities necessary
t0 provide cellular service; and can negotiate to odbtain the right to
use hardware and software ‘Yechnology associated with cellular service.
The agreenment also provides that the ILimited Pariners
consent t0 an assignment or other transfer by the General Pariner
upon approval by the FCC of the plan of capitalization of certain
affiliates of the General Partner for the provision of cellular radio
service currently pending bYefore the FCC, or as amended, of its

General Partner's interest t0 an affiliate of the Generel Partner
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.which shall thereupon acquire 2ll rights and odligations of, and
shall in all ways bYe deemed %o be, the General Partner. There is
evidence in the record, as sudsequenily discussed, +ha+s doth PRCC and
LACGSA will replace AMPS as <he General Partner in the Partnership.
Obviously <his is a ma%ier 4thzt requ clLarification.

ot -
Sxhibit B
b ]

T0 the application sets forth the proposed pos+-
rea Regionzl Cellular Organizazion as shown on
in accordance with %his exhivis, +he ILACGSA will

replace ANPS as a General and Limited Pertner in the Partnership.
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EXHIBIT H

PROPOSES POST DIVESTITURE PACIFIC AREA

REGICNAL CELLULAR QRGANIZATION

..
REGIONAL

COMPANY

REGIONAL
CZLLULAR
COMPANY

A ——— W {
CONTINENTAL UNITED STATES LOS ANGELES

b MCBILNET, MOBILCOM, CELLULAR
iNC. INC. CNRPORATION

-~

CGSA INC.

LOS ANGELES SMSA
LIMITED PARTNERSHIP
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estimony 0L William N. Newport

Newport was, &t the time of his testinmony 4in <his
proceeding, the president and chief executive officer of AMPS.
According to his testimony, AMPS' Pacific region successor will de
PRCC which will replace ANPS as +he General Partner in the
Partnership and will have conplete authority to make all decisions
relating to the planning, construction, operation, merketing, and
zaintenance of the Los Angeles cellular systiex.

This witness also <estified that ANMPS will de nmerged into
the AT&T Cellular Company, & wholly owned sudbsidiary of AT&D.
Subseguently, seven regional cellular service subsidiaries will be
formed, each of which will correspond <o the geographic territery of
the new regional Bell operating cozpanies and each oFf which will own
2 one-seventh interest in 2 to-he-Tormed central staff coopany. In
neither his prepared <estimony nor in his respoase t0 cross-
exanination gquestions did witness Newport descridbe or mention the
LACGSA.

Testimony o% William Z. 0'Connell

oL AMPS. He testified in contrast to Newport's Testinmony that the
LACGSA will be formed as a wholly owned subsidiary 02 +he PRCC and
will supersede AM2S as the General Partner in the Pardnership. ZHe
further testified that the CCS was a wholly owned subsidiary of %the
seven regional cellular corporations and has three primary functions
consisting of +he operation of <the AMPS control center, research and
engineering, and a %illing function. Zowever, witness 0'Connell’s
testinony provided no information relating the operation of CCS with
the Par<inerchip in general and/or with LACGSA specifically.
Testinony of Philip J. Quigley

Quigley is presently 2 vice president and general manager
0f AMPS and is the designated chief executive officer of the PRCC.
In his prepared testimony, he stated that the PRCC would be the

O'Connell is a vice president and chief fLinancial officer
L .
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.Gene:-al Partner in the Partnership end would, therefore, be solely

responsible for the construction, operation, narketing, and

¢
maintenance of the Los Angeles cellular systez. Purther, in his

- Wbl a g

¢irect testimony, he statved that the PRCC will be assigned all o<

ot e
those AMPS facilities, rights 4o %echnical inf rnation, and ascets
relating to the provision of cellular service in the Pacific region
as well as access %0 *he CCS.

Zowever, in response %0 cross-exazination guestions, +this

witness testified +that beitween the limi<ed partnership grouping and
the cellular company will be the LACGSA which will be ereazed as an
expedient as a way of allocating costs appropriately <o each of %he
markets as well as creating 2 vehicle for <he management of <he

zarked, L.e. in this case the Los Angeles SMSA. In further response
T0 cross-examination questions he indicated <hat +the LACGSA will de
The General Partner in the Partnership and the Partnership will e
the holler of the FCC license. Eowever, in apparent contradiction %o
this statenment, the following is noted:

"Q Tor example, then, if there were some facet of
cellular service tha%t the Commission wished %o
investigate or wished <o issue an order upon, is
it your understanding +that the Commission could
call in the Pacific Regional Cellular Company

tsell and issue orders %o that company?

"A I believe tha*t is the case. I'm nos
completely sure of <he relationship with respecs
to that accounvtedbility issue tha%t you are
spearing o0, but certainly as the CEO designate
of the Pacific Region Cellular Company and
associated with the variows corporations beneath
it, mysell and the officers of zy stafs would de
accountadle ultimately for 4he operation of %the
marzets in guestion.” (RT 495.)

Another possidle ambiguity included in this witness'
testimony is his svatexent that the ITACGSA will manage the Los
Angeles cellular system, dbut the customer service organization of the

Los Angeles SMSA will prodably reside within the regional cellular
company.
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Position of ICS/MCI

In its brief ICS/MCI noted <hat the LACGSA has not yet been
organized, has no officers, and its stalffing plans are undefined.
ICS/MCI argues that although this wholly owned sudbsidiary of PRCC
will supposedly be responsidle for managing the <technical operations
of the Los Angeles cellular system and handle accounting functions,
applicant was unadle To explain clearly the division of
responsivilities between the PRCC and <he LACGSA, or the functions
each entity will perform. Turther, ICS/MCI notes that the record
clearly estadlishes <hat no plans have deen formalized relating %o
the functions of LACGSA +o either the PRCC or the CCS.
Position of Stafl

The stalf argues that, according %o the record, the PRCC
will be the general partner in the Partnerchiy aznd will be solely
responsible for the operation, markxeting, anéd maintenance of the Los
Angeles cellular systen. %aff notes that the PRCC expects to
provide or participate in the provision of cellular service in San
Diego, Sacramento, San Francisco, and San Jose and that it will de
assigned all of those AMPS facilities, rightes %o technical
information, and assets relating to the provision of cellular service
in the Pacific region. According to staff, witness Quigley testified
that the PRCC, as the successor 1o AMPS, will assume the FCC license
to operate the Los Angeles cellular system and would be accountable
for the operation of the Los Angeles market. taff argues that the
record is quite clear that the PRCC has complete responsidility Lor
the Los Angeles cellular service and that +the limited partners are
perely investors who have the opportunity <o invest in %he
Partnership, dut are not regquired 4o do so0. Under these
circumstances, staff takes the position that any CPC&N issued in this
epplication should be granted t0 AMPS and its succcessor, the PRGC.
Staff also believes that PRCC should be found %o be a telephone
corporation under California law and that there is no need to issue a
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.C?C&N t0 the Partnership as all that is necessary is for this
Comazission t0 approve of the PRCC forming a limited partnership Lor
i¥s Los Angeles cellular operations.

With respect To the relationship bhetween the PRCC and i<s
affiliated conmpanies, staff takes the position that the PRCC nust de
a fully separated subsidiary with separate facilities, Books of
accounts, personnel, and all other normal business funcitions and that
any sharing agreezments detween the P2CC and the local exchange
operations must be on a fully compensatory dasis. Stalf recommends
that any such sharing agreezent be filed with +the Commission 30 days
prior to its effective date, that the PREC be required vo comply with
Commission renortin requirements, and that the PRCC not be allowed
t0 cha-ge its losses 40 any other PREC alfiliate.

Dis ion

I% is indisputadle that it is presently contexzplated that
AMPS will be merged into the AT&T Cellular Company which will be
wholly owned by AT&T and that, further, subsequent 4o the nmerger,
seven regional cellular service subsidiaries will be formed, one for
each of the geographic territories of the new regional Bell operating
companies. It is equally clear that each of “hese seven regional
cellular service subsidiaries will own one-~seventh ol a to-be-2reated
nationwide cellular central staff and that after divestiture each of
the seven regional cellular subsidiaries will be wholly owned
subsidiary of a regional holding company, as will be the surviving
Bell operating companies located in each region.

These regional cellular cozpanies will have the
responsidility of providing cellular service in the region
enconpassed by +the regional holding company. EHowever, only one
wireline company will be permitted to serve each SMSA. To eliminate
the necessity of holding comparative hearings to determine which
wireline carrier would serve each SMSA, AMPS negotiated agreements,
as urged by the PCC, with the various wireline carriers wheredby i%
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could become involved in <the provision of cellular service <o various
SMSAs as 2 general and/or limited partner. With respect to the ILos
Angeles SMSA, AMPS participated in the formation of the Parinersihip.
fter divestiture the successor 40 AMP3 in %the Pacific region will de
+he PRCC.
The PRCC will Ye assigned all of the ANPS facilities,

ights %0 %echnical information, and assets relating %o the provision
0f cellular service in the Pacific region. In Califoraia 22CC
expects +0 provide or participate in the provision of cellular
service as an operating company, O as a general and/or limited
partner. In those SMSAs where partnerships are involved, the
partnership itself {s the entity responsidle for <the provision of
cellular service in +the SNSA albeit the general pariner ig in
complete control of the complex operations of the cellular service.
Consequently, i% is the entire parinership and no% simply the general
partner that should be certificated. In this case such 2z posture is
consistent with the Partnership sgreement provisions reguiring all

-
licenses, cer%tificates, et¢c. relating to cellular service 40 be in
the name of <the Partnership. TUnder these circumstances, the
Partnership is a telephone corporation under California law.

Zaving established the Partnershiy as the pudlic utilitie
telephone corporation providing cellular service in the Los Angeles
SMSA, we nust now address the matter of the composition of the
Partnership. As of now the Partnership consists of AMPS as a general
and limited paritner and GIE Mobilnet, Continental, and United Staves
Cellular as limited partners. After divegtiture, AMPS will bde
superseded as a general and limited partner in 4he Parinership by its
Pacific region succtessor. As previously discussed, +the AMPS
successor in the Partnership could be either the PRCC or the LACGSA.
It would appear that the LACGSA would be formed as an expedient as a
way of allocating costs appropriately 4o each of the markets as well
as c¢reating a vehicle for the méhagement of the local market. The
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record to this point does not persuade us that either reason
ju tifies the formation of +the LACGSA. 3Because of the relationship
£ CCS to the PRCC, it will be necessary for %he 22CC +o allocate
costs %0 the Los Angeles SMSA via the General Partner. It would
appear that the existence of “he ILACGEA would necessitate additional
allocations of costs that would not be required if the PRCC were the
General Pariner in the Partnership. IPurtherzore, there appears %0 be
a distinct possidility, even provadility, that were it forzed, the
LACGSA would duplicate some of the operations 0% the PRCC, <thus '
creating unnecessary duplicative costs. Furthernmore, it appears %0
us that a precise delineation of duties and responsidilities of <the
parent PRCC and the subsidiary LACGSA would be difficult if not
impossidle. TUnder these circumstances, we place ANMPS and <the PRCC on
notice that lacking a svrong and compelling showing 0f <he necessity
0% the LACGSA, we will not grant 2 CPC&N <o the 2artnership with %he
LACGSA as the actual or prospective general and/or lizni<ed partner in
. the Partnership.
This Commission's General Order 65-A requires each public

utility having annual gross operating revenues of $200,000 or more %o
file with this Commission a copy 0L each financial svtatement prepared
in the normal course of dusiness and a copy 0f i%s annual repoc-t and
ther financial statements is sued t0 its stockholders. General Order
104=A reguires a public utility %0 £ile with the Commission an annual
report of its operations in such form and content and in such numbder
of copies as the Commission may prescride. The requirements of <these
two general orders apply o the Partnership. In addition, should <he
PRCC receive a CPC&N to operate a cellular systexz in a specific SMSA,
it will be required %o comply with <he provisions of the adbove %wo
general orders. Turthermore, the Califoraia utility subsidiaries of
PREC must also file such financial reports in compliance with these
two general orders. The to%tal of these mandatory financial filings
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should provide an audi¢ <rail comprehensive 4o permit

the stalff to detect any form © dization %haet may exist.

The Eead Star+ Issue

The PCC 2addressed <he head star+ issue in i+s order of
April 7, 1981 in CC Docket No. 79=-318 as follows:

"Because 2 wireline carrier is unlikely <o de
encunbered by a competing applicant for <he sazme
facility, a prodlen may arise a3 2 result of +<he
wireline cozpany's ability %o get an early start
in constructing and operating in its markes. In
our view, bhecause 0F 4the great unsatisfied
existing ané povtential demand for celluvlar
service, it is unlikely 4hat many merkess will Ye
unadle <o support two cellular sys<ezs. We also
congider iv unlikely that the advantage from an
early eniry into the market would be sufficiensl
signilicant %o outweigh <the need %o grans
immediate relief in markets, pacticularly in
light of the recuirement that no restirietions be
placed on resale and shared use of ecellular
services. . . . If, however, a non~-wireline
applicant can demonstrate that pernmitiing an
early entry into the market would no%t be in 4he
public interest, we would consider a reguest for
a brief moratorium on wireline service. We
should exphasize, however, +ha%t general
unsupporved allegations of harm will not de
susficient to delay service %o the pudlie.
(citation omitted.)"” (Repor: and Order of
April 7, 1981 in CC Docke%t No. T79-318, footnote
57, page 24.)

Testinmony presented by AMPS' witness Newport indicated
ANPS' position that this Comzission should not consider delaying the
issuance of a CPC&N to ensure that AMPS receives no head start over
competing nonwireline carriers for “he following reasons:

7. The FCC is monitoring the issue as above-

" described and to litigate this issue here
would be a needless waste of private and
pudblic resources;
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2. A delzy of the cellular service would deprive
the pudlic of a service in one 0f the most
congezted mobile radio markets in zhe
country;

AdopTing a policy against head svarts would

eliminace any incentive for wireline and

nonwireline carriers To sezzle differences

and thereby avoid time~-conzuming hearings;

and

The competitive advantages AMPS

by early eairy are llght or rnonexisten

vecause o the huge zize of <the povenvial

market and the opportunit* Zor zhe

nonwireline carriers 10 2¢%T 4o rese

Theredy cap:u*n a porvion o0f the ma

ICS/MCI'c witnesces Earris and Ackernan p

indicating that 2 delay in enzering the marketplace could place
nonwireline carriers at a permanent disadvantage. In response 30
AMPS' allegavion <hat any disadvantages To tThe nonwireline companies
could be mitigated by their acti S > 5. both ICS/MCI and

Allied's witnesces testified shat the an proposed by

applicant does not consvitute z viable dusiness opporvunity because
of the wholly inadequaze nes

revenue, defore overnead marxeving,
salary, and zale commisgion expenses, tThat would be realized under
the raves proposed by applicant.

Stalf's posivion on the head ; iscue iz <that the
position of ICS/MCI was considered and re FCC and shouléd
not be allowed for reconsiderazion in thi i rIner,
according to staff, there ic no evidence i ne T T0 SupporT The
proposition that a nonwireline applicant could not compeve in the Los
Angeles cellular market bYecause it hegan
subsequent to vhe wireline applicant.

The PCC has found that the Los
sufficiently large to adequavely support two cellular
minimize any poscidle adverse effect of such a head siars
nonwireline cellular operator we will procecs expediziously the
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pending oapplications of nonwireline carriers to compete in the Los

Angeles SMSA market. TFurther, we intend 0 ensure <the availadbilivy
T0 such operators of 2 resale plan that <oec constivuse

business opportunity and theredby permit the nonwireline ca k1)
nter the marketpiace as a dona Lide compevivor. Finally, we wil

address the head start issue as it relates 0 operating authorivy

when we congsider the applicavion for such authorivy.

Capizal Structure and
Pinancing Plan

Tesvimony intended <o demoncirate to thiz Commizsion thav
whe Partnership will be a financially sound and viadble entizy capabdble
0f serving the public need for cellular service was presented by
AMPS' vice president and chief financizl ¢fficer, William E.
O'Connell. EHis testimony indicated that AMPS receives all of its
funding from itg parent company, AT&T, through quarterly egquity
contridbutions and periodic advances. Inivially, funds needed for
congtrucstion will be obsained by AMPS from AT&T. Subsequent To the
approval of the Partnership agreement on Mereh %1, 198%, the inizial
capital contridution will be made <o Par<nerchip by the limived and
general partners. Any addizional ecuipment reguired will be provided
by the pariners in accordance with she Partrnerchiy agreenent.

Thic witness further testifie the PRCC will Ve
created ag a waolly owned subsidiary of ceszor prior wo the
divestizure, and <the LACGSA will 2lso ve formed as a wholly owned
subsidiary of PRCC. During 1683 AT&T will fund AMP2S which will
provide sthe capival reguired by PRCC which will, in tura, fund the

LACGSA. Afzer zhe diveszizure, capital convwridbusions will be made Dy
vhe Limivwed Partners an n accordance with vh

Partnership agreement. Tundi vhe LACGSA will be obzained from
the PRCC which will obvain 1its equizy capizal froz vhe ZREC.

Aceoréding <o the record, neither NWewporw, chiefl execuzive
officer of AMPS, rnor Quigley, cesigna ed cu*ef executive officer of
PRCC, ¥riew the source of PRHC's funds o de used for the PRCC. Az

- v

waff rnotes in its brief, the only evicence of record on funcing for
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.P..CC is a letter from D. E. Guinn, designated chied
executive officer of PRHC, indicating that: "3arring any unforeseen
changes, it's the intent of <the Pacific REC, af4er divestiture, %o
fund and suppors this project and aggressively pursue the cellular
service dbusiness.” According %0 staff witness Bungardner, AMPS’
application and prepared testimony were silent on where PREC would
get the funds To finaznce i4s operation and construcition; L% is
uncertain what the additional cost reguirements will be for AMPS'
pu.uicipa ion in the provision for cellular service in other areas
California; and the Limited Parinership agreement {does not require
any noney w0 be invested into the venture by pariners; there is no
support for the estimates of construction and plant, revenues,
expenses, and number of customers; and some numbers provided stall
were used for planning purposes dut do not reflect the actual
position whieh AMPS is pursuing. TFor the above reasons staff
aceounvtants were unadle to deternine the finaneial viability of the
Los Angeles cellular project. In addition, according +o this
witness' testimony, stalf accountants are concerned with the
potential adverse financial conseguences o0f the PRCC's operations on
PT&T's local operations once AMPS is divested, including the
potential ¢ash érain on PT&T, PT&T's financial effect should the
project prove 4o we no%t viadble, and PT&T's capital requirement if
AMPS requires greater than anticipated cepital. 3Because of the adbove~-
deserived deficiencies in the record, s%aff is of the opinion that
prior to obtaining authority to operate & cellular service, %he
or PREC nust present specific evidence of the capitalization of the
PRCC t0 this Commission. We agree.

Rates and Charges

Included as a portion of Exhidit L <o the application
as an attachment to the prepared testimony of witness R. A.

Steuvernagel were the proposed rates and charges shown on the
following page.
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Proposed Rates and Charges
Rate Structure for los Angeles

Plan 1:
Service Establighment Charge
Monthly Access Charge
Access nunber, each

Air Time Usage Rates

Peak
(Weekdays
7 am.~-7 p.m.) Off-Peak

Per minmute, each $ .35 $ 21

Plan 2:

Monthly Access Charge
100 - 1000 Over 1000
Access number, each $ 38.25 $ 36.00

Air Time Usage Rates
Peak (Weekdays 7 a.m.-7 p.m.)

000 000
10 -~ (200) Qver (200)

Per thousand minmutes, each $343.00 $339.50

20

000
(20)
Per thousand minutes, each $205.80 $203.70

]l - Qver
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. According to the %estinmony of this witness, the rates were
designed with the objective 0% developin price structure that
ives the cus as much flexihilisy <n using the service and
control over h_s u-timaue charges as possidle while ensuring that
applicant would zmee%t i%s financial objectives of being a viabl#
ssful competivtor. TUnder cross-exanination by
cunsel, this witness further testified +that he would not
e the above=~proposed rates as a proposed tarill because It
does no% contain all +he terms and conditions which would go into &’

tarif? and that the rates and charges thenselves were not a firz

£ir
proposal. Obviously, Yefore a £inal CPC&N can issue, 2 definitive
proposed tariff must dbe presented for our concideration, evaluation,
and possidle modification. According to <the record, a service cost
tudy on a proposed variff has commenced but no firz completion date
has been indicated.

Applicant 2lso stated that the unusual circumstances
surrounding the origination and installation of a celluvlar systen

necessitate an innovative approach 1o rates and charges and require
tarif? flexibility in order 40 meet the needs of the proffered
service. It is essential that the details of <the desired innovati
and flexidle +tariff he clearly and unequivocally set forth on the
record before we will be able %o reach a final decision.
Additionally, before final certification, an evaluation ¢f the effect
oL the proposed cellular rates on PT&T's Improved Mobile Telephone
Service (IMTS) investments and on the investments 0f the competing

radiotelephone utilities in the Los Angeles SMSA should be submitted
into evidence.
The Resale Plan

The concept of using resellers 4o market cellular service
was ordered by the PCC in its cellular docket in order %o fLoster
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competition and alleviate concerns over +he head start issue.
According to AMPS' witness R. C. Mar+tin
with the resale plan include:
1. Increased competition with variable pricing
plans and service pacxages:
2. TUnconstrained market entry and exis;

3. A means for nonwireline ca'*‘e“s %0 esvadblish
a narket presence in cellular service prior
10 constructing a compe ting cnllula* ne<worx;
andé

n, the advantages associated

Satisfaction of the PCC's cellular order

reguiring no restriction on resale of

service.
Ihis witness further testified <tha%, in his opinion, the proffered
resale plan is a financially viadle program for bo<h <he reseller and
AMPS.

Both ICS/MCI and Allied pre sented vestizony indicating <that
the proposed resale plan does not constitute 2 viadle dusiness
opportunity. The testimony of ;CS/MC;'s witn Harris
that without inclusion of such basic expense as overhead,
marxeting, and sales commissions, the ne+ revenues %o a reseller are
too low to justify operations as a reseller. Allied's wi<ness Cook
presented testimony indicating that the average reseller could expect
net revenues of between 5.25% and 6.1% of total revenues. He further
testified that when cost responsibdility for bad dedts and billing and
marketing expenses are sub%tracted from +the above ne+ revenues, +“he
reseller cannot hope to make a profit

The stalf finds the testimony of witnesses Zarris and Cook
t0 be persuasive and notes that a viadle resale prograz is a
requirement of the FPCC's orders authorizing cellular service and tha+
the proposed resale program does rnot meet this requirement.
Consequently, staff takes the position that applicant should de
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required %o subzmit to this Comziscsion a new resale proposal which
offers a more realistic conmpetvitive business opportunit prior o the
final certification of <the project. S+taff's posistion well~%taken
and will be adopted.

Cross=-Subsidization

Staff notes that according %o +the tes<tizony of AMPS' chief
financial officer, witness 0'Connell, the only access 4o the equity
markets by the PRCC will be at the regional holéding company level.
The principal operation of the PREC, however, will be the local
exchange telephone service ©0 be provided by PT&T. Staff witness
Bungardner testified that he was concerned w*.h ensuring that the
PRCC not have 2 financial effect on PT&Y. According <0 this

itness's vestizony, there should be no potential for cross-
subsidization of <he PRCC from PT&T either directly or indirectly
through an unjustified pricing of services or sharing of facilities,
personnel, or eguipment. This witness further testified <That the
only means of avoiding the financid p-ob ms of concern to vthe staff
is 0 reguire the 2PRCC <o be a separate entivty and 4o require <he
PREC to conply with Commission financial requirements, which
basically is the filing of a consolidated financial statement in
accordance with Commission General Orders 65 and 104.

ICS/MCI also addressed the poitential for cross-
subsidization of the new ¢ellular service with revenues generated
from PT&D's ratepayers. ICS/MCI notes that in an attempt %o deny
that PRIC might continue to fund any operating deficits of the ILos
Angeles cellular systex, witness (Q'Connell stated that Yecause 0F 4he
PREC's fiduciary responsibil Ty to the sha*eholde.u, PREC would no%
continue to invest noney where there was not a reasonable prospect
for an adeguate return. However, according to the “estimony of
witnesses Harris and Cook, this was precisely +he manner in which

PT&T managed the funding of its modile telephone services in the
State of California.
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It is odbvious froz the record %o da%te +that ¢cross-
subsidization is potentially poscidle and that this Conmmission must
positively ensure against {ts occurrence to the detriment of 2PT&T in
its final decision in this maiter.

Interconnections

The proposed cellular systex will

public switched telecommunications network (network) via
interconnecting facilities called central office connec

circuits. The connections detween the MISO and +the cell
via four-wire voice grade channels, called radio landlines, provided
by the telephone company. One such radio landline ig reguired for
each cell site channel. In addition, Iwo full duplex voice grade
data channels are required between the MTSO and each cell site o
carry cell site status and control information. The ILos Angeles
cellular sys+ten will be interconnected with the network via six
electronic switching offices located at Sherman Oaks, South Pasadens,
Log Angeles-Madison, Los Angeles~Plymouth, Riverside-Arlington, and
Orange. The interconnection facilities %0 %these offices will bde

»

e e e

leased from PT&T. It is contemplated that such facilities will de
furnished under an intercarrier arrangenent at rates which include an
element referenced to tariffs for similar facilities plus an element
for special regquirenments.
Staff notes that +the implementation of <the interconnection

of the cellular systen with the network affects several critical

elements, including cos®, gquality of service, reliability of the
systen, availability of service features, and access to toll
carriers. According t0o staff, the information provided in the
instant application is sufficient +to indicate the feasibility of the
proposed interconnection method, du?t is lacking in necessary details
with respect to the interconnection asgreenment and the associated
costs and cost Justification. TUnder these circums<ances it is the
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.sta:‘f pocition that a detailed showing on the interconnection

arrangements is necessary before a CIC&N Stafl velieves such
a showing should include: evidence of cozplete cos+s of obtaining
facilities from the wireline cozpanies, with ¢o08% justification; an
explanation as to why any ¢0st L3 n0t a2 tariff offering; a2 complete
description of the facilities in terzms of +ype, %technical

and rou*‘ug: ané participation bhefore the Commission

-~
- -

ICS/MCI exprecsed great concern 4that the
interconnecti which were prepared by AZ&T, and waich are
bYeing finalized <through private negotiations of AMPS and P2&7, not
serve as the model which 2 nonwireline car=ier will bYe forced %o
accept in estadlishing its own cellular system. ICS/MCI's witness
Harris testified that 2 nonwireline ce-_ular sysvezm operator should
be able to intercomnect its cellular systexz in %he most <echnically
and econonmically efficient manner. Ee further testified “hat the
ability of a nonwireline carrier %0 od%tain the arrangements 1%
requires will directly impact its ability to offer a truly
competivive cellular service. ICS/MCI notes %that applicant intends
to interconnect itz cellular systen 40 2 Class 5 0ffice even <though
the No. 1A-ESS switch is currently employed az a2 Class 5 central

feice. ICS/MCI's witness Ackerman +estified that cellular systens
can be connecved as Class 5 end offices and +hat such a method of
connection might be technically and economically superior o the
method proposed by applicant.

it is obvious that the record 4o the proceeding is, a*t this

point, very deficient in information with respect %o proposed
interconnection arrangements and costs. A% the further hearings on
this matter, we will expect applicant 40 provide the extensive
showing envisioned by staff as well as address the sudject of <he
connection of the MTSO as or 10 a Class 5 office.




.Directory Assistance
According ©o +the record, ANMPS has made no deteraination as

t0 whether directory assistance or listings would Ye availadble to
mobile radiotelephone sudscribvers. tafl L3 of the view that

fL is of %
cellular subscribers should have access 40 saze operator services
and direc¢tory lis%i S the local exchange
conpany. According %o concrete justification, the
lack of such servic tory and unaccepiabdle.
Conseguently, it be cant should be required %o
present a plan, coneurred in by the local exchange cozpany, 40
provide directory assistance and directory listings to all cellular
modbile radiotelephone subdscridbers. We agree and will expect
applicant %<0 present such a showing a+t +he further hearings on this
natter.

Equipment Procurement
The equipment to Ye used for the proposed Los Angeles
cellular systen is <0 e supplied by Western Zlectric. According %o
e o

the staff, i4 is essential that any uncertainties concerning +he
price or terms of purchase of the eguipment de explained before
operating authority is granted <o applicant. Accoréing +o +the
record, AMPS had not sought out nor performed any evaluations of
systens of other manufacturers. Turther, the costs and conditions of
purchase of the Western Zlectric equipment are still deing negotiated
in spite of the fact that the ecuipment was ordered in April 1982.
Purther, as noted by ICS/MCI and the staffs, the prices are being
negotiated with Western Electric by persons not associated with
witness Quigley or the PRCC. TUnder these circumstances staff
believes that applicant should be required %0 present the actual
costs, terms and conditions, and timing of the cellular equipment
purchases and, further, should show +hat the equipment procurement
has been handled on an expeditious dasis +o best use the advantages
of predivestiture funding. ©Staff's position is well-taken.
Consequently, we shall expect applicant %o inc¢lude the adbove-
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.des ribed equipment procurement showing during the ensuing hearings
on this matter.

Znvironmental Impacs

CEQA and Rule 17.1 of +«his Commission's Rules of Practice

and Procedure require an envirenmen<al iew of all developmental

projects bvefore S T a CPC&XN. The con,emplau_d Los Angeles
cellular ng vhe construction of an MTSO duilding and
24 ¢ells, cte upon 18 local jurisdic . On January 7, 1983
applicant filed 2 motion <o (a) have %hi ission declare itzels
©0 be the lead agency for ceriain portions of <he project for
purposes of complying with CEQA and (b) reduce <he amount of the
second deposit required Yy Rule 17.1(3) of <his Commission's Rules of
Practice and Procedure to an amount that is reasonadly related 1o the
Commission's actual costs of preparing the environmental docuzents
required for <this projecv. On March 24, 198% <he presiding ALJ
issued a ruling finding that +hic Commission is <he proper lead

agency for the project as a whole ané denying the reguest for a

reduction in the amount of the second deposit required dy Rule

17.1(3).

On Mareh 7, 1983 AMPS' environmental counsel met with <he
Commission's Eanvironmental Impact Section and it was agreed that the
initial stuldy required by § 15080 of CEZQA would consist of written
statements to staff estadlishing requirements of each local
Jurisdiection prior %o local approval of each cell in the cellular
gystem.

The overall project is composed of a set of widely
dispersed relatively small structures whose only interconnection is
- through radio and <elephone lines. Zach of the individual structures
would be the sole responsidilisy of its local perpitting agency, if
they were not linked into a2 single systen requiring a single
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.ope:-a*.:ing permit. Since the individual systens operate at a low
power in frequency bands well separated froa television and ordinary
Yroadeasting freguencies and since good freguency consrol is
essentlial t0 the operation of the system, no significant interlerence
with radio or television reception is to be anticipated. The
funetion of c 5 %0 provide communication and i+ does no<
present any impacts <than reasonably can be considered
significant. Accordingly, the only potential adverse izpacts are
those associated with the individual structures. Such impacts are
ordinarily mitigated by the conditions set dy the local permitiing
agencies. TFor this <Type 0L project 1t would be inappropriate for
this Commission to attenmpt to duplicate or replace the funetions of
the existing local agencies or %0 override the conditions set by
local agenciesz %0 mitigate potential adverse environmental impacts.
Hence, a negative declaration can he issued 1if <he perzit conditions
imposed By the local agencies for each site are incorporated as
conditions of the Commission’'s cer<tificate.

. Written statements %o the Negative Declaration were
received from the local jJurisdictions involved with the project. In
all but a few cases “he local jurisdictions specified special
conditions of project approval. These requirements were summarized
and included in the initial study/Mitigated Negative Declaration.

The remaining jurisdictions indicated that they were still
evaluating the proposed project. Therefore, all conditions of
project development and operation necessary 40 znitigate poitential
local environmental impacts had yet 4o be developed. Zowever,
applicant is reguired %o obdtain all necessary pernits and approvals
from these jurisdictions, and 2ll associated conditions of project

approval are incorporated in the Negative Declaration.
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Based on stalf evaluatiorn of the project, on correspondence
and discussions with each and every responsidle agency on <he
project, and on the adopivion of all local agency conditionz of
project approval, a finding shas project could not have =z
significant effect on the environment was issued in a Mitigaved

This Mivigaved Negative Declarastion wazs availadble for
public comment more than %0 days prior <o the issuance of This
inverim decision, as is required vy State ZIR Cuidelines § 15083(e).
No protests were received.

Tindings 0f Pace

1. In order to provide cellular service in time for use during
the XXIIT Olympiad commencing in Los Angeles in July 1984, it was
nececsary for AMPS To commence consirucvion of the MTSO in January
1983. Such coastrucsion was undertaken a2t <he sole risk 0f AT&T and
its shareholders with no asscurasce this Commission would grant the
requested CPCEN.

2. pibs for cellular aodile
radiotelephone service in the Los

3. The FCC nesz determined < 2% in eacn cellular
service area will de a wireline company affilizte and one compesitor

- M e

will De 2 parinership of one or zore nonwireline companies and/or
affiliaves.

4. .On March 31, 1987 the PCC issued o consiruction perzit to
AMPS for the construction of a cellular systez in tvhe Loz Angeles
area.
AMPS, GTE Mobilret, Continenzal, and United States Cellular
greement egtadlishing the > Angeles SMSA ILimized

FCC approved she parvnership agreement on Mare
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. 6. During 1983 the funds %o be required by AMPS for the
congiruction of the Los Angeles SMSA cellular sysitem will be provided
by its parent, AT&T, through quarterly equity contridutions and
periodic advances.

T. After divestisture, funding reguired by AMPS' successor
be provided by PREC.

8. The source of zonies by which PREC will €uné PRCC “or
consiruction of the Los Angeles SMSA cellular systen is 10t ses
on the record in this proceeding.

8. 3ecause of the deficiency of information set for<h in
Finding 8, the PRCC or the PREC should present specific evidence of
the capitalization of %he ?RCC 40 <this Commission.

- b

10. The relationship of the proposed LACGSA %o +he PRCC, %0 the
PREC, o the CCS, %o AMPS, and %o the opera<ion of <he proposed Los
?

Angeles SNSA cellular service systez is not clearly set forsh in <he
record of this proceeding to date.
1. Zhe initial capital consridutions provide for <he Tollowing
partnership interests in the Parinership:
a. 40% for A¥PS as <he Genersl Partner.
b. 25% for AMPS as 2 Limited Parsiner.

c. 20% for GTE Mobilnet as a Limited
lartner.

d. 10% for Continen%tal as a Limited
Par<tner.

e. 5% for United States Cellular as a
Linited Partner.

12. The General Partner on behald of the Partnership will de
responsidle for obtaining interconnection with +<he landline network,
for operating and maintaining the cellular service systezm, and <or
marxeting cellular services.
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. 13. The General Partner will provide managameﬁ* and accounting
services to the Partnership; will perform all activiiies and/or
functions it deens necessary oOr appropriate to marxzew, sell,

stablish, operate, maintain, and manage the cellular sysvtenm; will,
on behall of the Par<inership, cause 40 be <ransiferred *
Partnership’s nane, licenses, pernits, or other regulavory

approvals %o provide cellular service; will apply for all other
£

q
local, state, or federal licenses, pernits, certificates of

convenience, franchises, or other approvals or authorities necessary
t0 provide cellular service; and negotiate +0 obtain the right to use
hardware and software technology associated with cellular service.

14. The Limived Partners congent to an assignment or other
transfer by the General Partner upon approval by <he PCC of +the plan

£ capitalization of certain affiliates of <the General Partner for
the provision of cellular radio service currently pending before the
PCC, or as amended, 0f its General Parvtner’'s interest $0 an affiliate
the General Partner which shall thereupon acguire all rightes and
obligations 0f, and shall in all ways be deexneld 40 be the General
Partner.

15. AMPS will be merged into +he AT&T Cellular Company, a
wholly owned subsidiary of AT&D.

16. ALter the merger, seven regional cellular companies will de
formed, one for each ¢f the geog-ap“*ca’ territorites of <The new
regional Bell operating companie

17. The seven regional cellular cozpanies will each own one-
geventh of a nationwide cellular central staff.

18. The PRCC will bYe assigned all of the AMPS facilities,
rights to technical information, and assets relating 4o the provision
of cellular service in the Pacific region.
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49. The Partnerghip is responsidle for the provision of
cellular service in sthe Loc Angeles SNMEA

20. Afzer divestiture the PRCC chould replace AMPS ac the
General Partner in the Partnership.

21. Lacking a strong and compelling showing %o the contrary,
LACGSA should nos replace tne PRCC as the General Pariner in the
Partnership.

22. The Partnership and the Califoraia subsidiary utilizies of
whe PREC must £ile financial reporis reguired by General QOréers
65-A and 104-A.

2%.a. The combinec financial filings set forsh in Finding 22
should provide an audit trail sufficiently comprehensive o perniv
the s3af?t 1o detect any form of crosg-sudbsidizasion vhat may exisi.

. Applicant should demonsirate To the satisfaction of this
Commission thas neither Iits organizazion, iTs operavions, nor iTs
capivalization program will 2e & menszl to PT&T.

24. The PCC found that the Los Angeles SMIA market is
ficiently large to adecuazely support wireline and nonwireline
cellular SysTens

o at

25. A resale plan that ¢constivutes o viable business
The

opportunity and theredby permits the nonwireline carrier to eater The
marketplace as a bona fide competitor is necessary o mivigate any
adverse effects of The early eatry into the cellular markevplace of 2
wireline carrier in advance of a nonwireline carrier.

26. TBefore a final or unrestricted CPCEY can be izsued on This
ratter, a delinite proposcc tariff should be presented for our
conzideravion.

27. Included with whe definizte propoccd zariflf set forsth in
Pinding 26 should de an evaluation of vhe effect of the proposed
cellular rates on P7&T'c IMTS invesiments and on The investments of

the competing radiotelephrone utilivies in the Loz Angeles SMEA.
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. 28. Applicant should marxe a detalled showing on %he
interconnection ar angeme“,s including evilence of complete cos%ts of
odtaining facilities 7r whe wireline companies with cost
justifﬁcation an erplana ion as %0 why any cost is not a tarisfs
olfering, and a complete descripsion of <he facil
type, technical characteristics, andé

29. Applicant shouléd present a
exchange company, to provide directory assi

Listings %o all cellular modbile radio Plephone subscrivers

L

ies in %erms of

0. Applicant should be regquired %o Present the actual costs,
Terzs and conditions, an

tizing of the cellular eguipment purchases
ané, furth

T, should show the equipment procurement has deen handled
noan expecitious dasis %o best use the advantages of predivestiture
funding.

31. The overall proiec% is composel of widely dispersed
relavively szall sYructures interconnected through radio and
telephone lines.

22. Zach of tre individual structures would be the sole

Weod o

responsidility of the local permitting agency were they not linked
into a sing’e sysves requiring & single operating permis

23. this type of project, it would be inappropr_ate for
this Comm.ss‘on to atlexnpt to duplicate or replace +he functions of
trhe existing local agencies or %o override the conditions set b7

local agencies 0 nitigate potential adverse enve ronzental impacts.

4. The permit conditions imposed by the local agencies for
each site shouléd be considered as nitigation measures ané
incorporated as conditions precedent %o Commission grant o a CPC&N.

5. On May 16, 1987 a Negative Declarat: n Tinding that %he
project could not have & significant effect on the environment i< the
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.miti ation measures required by local agencies for each site was
issued.

26- The Negative Declaration is adopted by the Commission and
i¥s contents have been considered in making a decicion on <he project.
Conclusions of Law

1. 2U Code § 1001 prohidits the construction of utility plant

receipt from This Cozmission of a2 certificate +that the
ure public conven and necessivy require, or will
such construction.

PU Code § 1005 provides that +his Commission may atiach
the exercise of the rights granted by <he certificate such terms and
conditions as in its judgment the pudblic convenience and necessit
require.

5. The granting of a limited CPC&N authorizing the
construction of the proposed ini%ial cellular 4elecommunications
system buv withholding authority %o operate such system %o provide
such service to the pudlic is within the austhority of +his Commission
under PU Code § 1005.

4. The Los Angeles SNMSA Limited Part ershipy is a telephone
corporation under California law.

5. A CPC&N should be issued 4o the Partnership rather than %o
the General Par<ner.

6. In accordance with the provisions of the CZQA +his
Commission is the lead agency for the Los Angeles SNMSA wireline
cellular project.

7. A restricted CPC&N should be issued 4o the Los Angeles SMSA
Limited Partnership permitting it to comstruct and install a cellular
systen at {4s sole risk. Sueh a CPC&N shouwld specifically withhold
authorization to operate the system in service to +the pudlie.

8. A-Notice of Determination should be filed with the
Secretary of Resources.
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() INTZRIM ORDER
IT IS ORDERED <tha
1. A certificate of pudlic convenience ané necessity is

granted to the Los Angeles SMSA Limited Par<nership %o construet dut
not operave in public service a cellular radio %telecozzunications
gystez 0 serve the Los Angeles Cellular Geographic Service Area
consisting of a modile velephone switching office, 24 cell sites, and
appurtenant facilivies.

2. The Los Angeles SNMSA Limited Partnership shall not operate
this sysven in service %0 the pudlic without further autho ization

-

is Comaission. There 1s adbsolutely no guarantee that such
operating authority will de fortheoming.
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. 3. Within 60 days from the effective late of +his order,
applicant shall file evidence as contemplated by Pirndings 9, 25, 26,
27, 28, 29, and 30. Hearings will be scheduled shortly thereafter.

The Executive Director of +the Commission ic directed %o
Zile a Notice of Deterzination for the project with contenss as set
forth in Appendix 3 to the decision with the Secretary for Resources.

This order is effective %oday.

Dated JUN 29 1883 ., at San California.

.‘.:.ISC ....IJ. C. GREW

DONLID VIAL

WILLIAM T. R4AGLZY
Comnisszioners

I CERTIFY THAT TETS DECISION
WAL APPRCVED T THE AROVE
COMNISTICHERS 'IOZ‘.".Y.

" //‘_‘ "/// /7 E
ceph E. Bodovitz, Execu

tive Lo *’0"
7 - |
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APPENDIX A

LIST OF APPEARANCES

Applicant: Latham & Watkins, by Thomas A. May, Attorney at Law; and

Roger P. Downes, Stephen R. Rosen, and Margaret deB. Browm,
AtTorneys at Law,

Protestants: Farrand, Malt{ & Cooper, by Wayne B. Cooper, Attorney
at Law, for Cellular Mobile Systems of CE%%EornIa, Enc.; and
Palmer & Willoughby, by Richard B. Severy and Warren A. ‘Palwer,

Attorneys at Law, for ICY Communications and MCI Communications
Corporation.

Interested Parties: Orrick, Herrington & Sutcliffe, by David R.
Pigott, Attorney at Law, for GIE Mobilnet, Inc.: McCut n,

Doyle, Brown & Enersen, by Craig McAtee, Attorney at Llaw, for
LIN Cellular Communications Corp.; Dinkelspiel, Domovan &

Reder, by David Wilson, Attorney at Law, for Allied Telephone
Companies; James F. Murray and Michael C. Mount, for Los Angeles
Olympic Organizing Committee; Robert B. Stephens, for Law
Enforcement Communications Subcommittee for Law Enforcement
Coordination; and Ted lewis, for Law Enforcement Coordinmationm.

Commission Staff: Randolph Deutsch, Attorney at Law, Willard A.
Dodge, Jr., Teresa Burns, and Hiie Galvin,




APPENDIX 2
NOTICZ OF DEITZRINATION

. T0: Seeretary for Resources FROM: California Public Utdlities
116 Noth Street, Room 1312 Comnission
Sacranento, CA 958 350 MeAllister Street
San Francisco, CA 94102

SUBJEST: PRiling of Notice of Determination in compliance with Section 21108
or 21152 of the Pudlic Resources Code

Projecct Title

Advanced Mobile Phone Service Cellular Radio Televhone Service

State Clearinghouse Number (I submitted to State Clearizghouse)
SCH # 23060901

Cortact Person Telephone Number
Teresa Burns (415) 557-2374

Project Jocation
Greater Los Angeles Metropolitan Area

Project Description

Public Cellular Radio Telephone Communications System

This 4is t0 advise that the Califormia Public Utilities Comiission

(Lead Agency or Responcible Agency)
has approved the above described project and has made the following determinations
regarding the above described project:

1. The project 7/ w1 have a sigrificant effect on the enviromment
[X] vl not
2. /7 An Environmental Impact Report was prepared for this project
parsuant to the provisions of CEQA.

[XJ A Negative Declaration was prepared for this project pursuant
to the provisions of CZQA.

The EIR or Negative Declaration and record of project approval
may be examined at 350 Melllister St., San Francisco, CA

3. Mitigation measures / X/ were /] were not made a condition of the
approval of the project.

® L. A statement of Overriding Considerations /_ / was [ /was mot adopted
for tiis project.

Date Received for Filing

Executive Director
Date
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1nstallation o facilities contingent upon the approprias
isposition of environmental impact considerations dus specifically
withholding authorization 40 operate <the systen in service <o <the
public pending further hearings. Such construction and related work
and expense would be entirely a%t applicant's =isk wi<h no guarantee
7 the ultimate issuance of operating auuh?;,: . 3riefs were
received from applicant, the Cozmission s% (stazf), ICs
Communications Corporation and MCI Cozmurications Corporation
(ICS/MCZ), and Allied Telephone Compagzéo Associaztion (Allied).
estimony was presented on behals of AMPS dy its president
andé chief executive officer, William M. Newport, by one of its
project planning engineers, G e'al&/-. Baker, by its director of
marxeting, Susan J. Wolfs, by 4 s director of dusiness planning,
Robert C. Martin, dy its director of pricing, Robert A. Stevernagel,
by i%s vice president and chie? <imancial officer, Willian =.
0'Connell, anéd by the chies é;ecutive officer designate of <he
Pacific Regional Cellular Corporation (PRCC), Philip J. Quigley; on
behald of the Comzission stafs by one of i+s pudliec utility financial
examiners II, Mark Bumgardner, and Yy one of its senior utilities
engineers, Willard A. Dodge, Jr.: on dehals of ICS/MCI by a vice
president, planning and business development of MCI Aizsignal,, Ine.,
David M. Acze*ma&, and by the president and chief executive officer
of ICS, Robert Russell Harris; and on behal’ of Allied by the
president of Int*as vave Radio Telephone of San Prancisco, Inec.,
Tom I. Cook.

I - BACKGROTXD

With the object of amending £ts rules %0 provide for the
licensing and commercial operation of cellular radio systexs, the
Federal Communications Commission (FCC), on January 18, 1980,
released its Notice of Inquiry and Notice of rroposed Rulemaking in
CC Docket No. 79-318, Cellular Communications Systems (1980) 78 PCC
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ICS/MCI, it would be improper ©o permit <he
invesinent of millions of dollars where “here
are serious guestions adbout the sufficiency
0L the plans and proposals for implemensing
the new service; and

5. ICS/MCI has deen selec
Conzivtes to provide & 1lular
service; ICS/MCI would D gnated the
"official supplier" of such services and i%s
systen will Ye operational dy July 1984 if
all regulatory approvals are ob%ained in
time.

Position of Allied

e he Qlyzpic
3

L
w
.
w

¢ by %
with ¢
e dezi

Allied opposes the bifurcation of the proceedings and
argues thav:

1. 2PU Cole § 1007 provides =het no ¢onssrucsion
zay commence without a CPCAN and 2T Code
§ 1006 provides that when a complaint has
veen filed with the Commissidn alleging a
pudlic utilidty is or is abdols %0 be engaged
in construction work without a CPC&N, the
Commission may issue a ¢fase anéd desist order
Irom such construction

No C2C&N may issue wihout a finding of
financial feasidilify and 4here are serious,
unresolved financial gquestions raised By %his
application.

ifurcation of £re proceedings would have
anticonpetitive effects by providing
applicant wish a head start over noawireline
operators.

Discussion

It is quite frue, as argued by both ICS/MCI and Allied,
that PU Code § 1001 pronridits the consiruction of utilisty plant prios
t0 the receipt fro;/ﬁ is Comnission of a certificate tha%t the present
or future public convenience and necessity require, or will require,
such construction. Eowever, PU Code § 1005 provides that this
Commission may attach to the exercise of the righis granted dy the
certificate such terms and conditions as in its judgment the public
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. convenience and necessity require. It is axiomatic 4hat the
limitations €0 the exercise 0f the rights 0L the certificate can
include withholding authorization 4o operate <The systenm in gervice €0
the pudblic. The withholéding of the right 10 operate +the systez in
service %o <the pudlic with no guarantee that such an operating right

l ever bYe granted will place ANPS on notice that it may proceed
consdruction and installation of the cellular system, dut it
so at ivs own risk. A grant of such 2 linmited certificate
sonewha®t analogous %o an FCC proceeling wheredby a perzit *o

construct is first issued and subseguen<tly followeld by a license %o
operate. As previously swtated, the FCC has alrggdy gran%ted AMPS 2
pernit to consstruct the proposed wirelime cellxlar systen for the Los
Angeles SMSA.

The undisputed evidence of record indicates that there is 2
need for cellular service in <he Los Aﬁééles SMSA. The general need
for cellular service was recognized the PCC as a basic finding in

‘I'its cellular proceedings. TFurthergore, the need for cellular service

for use during the Olympic games/has been established in this
record. To permit constructieg/g: the cont mplated cellular
facilities in time for use during the Qlynmpic games necescitated <he
construction by AMPS of cerfgin facilities in January 1983. Such
construction was commencgg/;ith the knowledge of this Cozmission dut
without assurances th%:/Commission approval would be fortheoming. In

order not to foreclose /meeting the +time schedule imposed by the
Olympic games, the i;de' that follows will authorize the coznstruction
and installetion of /the proposed cellular facilities Hut will
withhold authority/to operate the facilities in pudlic service with
no assurance oz/gﬁarantee that the operating authority will be
fortheoning. Applicant proceeds at i4s own risk under the partial
authority granted.
We recognize ICS/MCI's claim o i%s selection by <he
Olympic Committee 40 provide it with cellular service as its
"0fficial Supplier of Cellular Telephone Services to the 1984 Summer
. Olyzpic Games". Such designation is, however, contingent on ICS/MCI

- 11 =
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o 2.

A Celay of the cellular service would deprive
the public of a service in one of +he nost
congested zmobile radio markets in the
country;

Adoprting a policy against head gtarts would
eliminate any incentive for wireline and
nonwireline carriers 0 setitle differences

ané thereby avoild time~consunming hearings:
and

The cozpevtitive advanitages AMPS would receive
by early eantry are slight or nonexis+tent
because of the huge size of the potential
market and the opportunity for the
nonwireline carriers %0 act as resellers an
theredy capture 2 portion 0f the market.

ICS/MCI's witnesses Sarris and Acﬁérman presented testimony
indicating that a delay in entering +he marketplace could place the
nonwireline carriers at a permanent digadvantage. In response %o
AMPS' allegation that any disadvantages Yo the nonwireline companies
could be mitigated by their acting/as resellers, both ICS/MCI and

.Allied's witnesses testified ‘:ha%:e resale plan proposed by
appiicant does not constitute a/viadle business opportuni<y decause
of the wholly inadequate net ~eveaue, before overhead aarketing,
salary, and sale commission é&penses, that would be realized under
the rates proposeld by applifant.

Svafl's positio'/on the head start issue is that the
position of ICS/MCI was /considered and rejected by the PCC and should
not be allowed for reconsideration in this proceeding. Murther,
according o staf?, “here is no evidence in the record %o suppost the
proposition that a ﬁénwireline applicant could not compete in the Ios
Angeles cellular mé}ket because it began service some months
subsequent %o the/wireline applicant.

We agree with the FCC that the Los Angeles SMSA macket is
sufficiently large %o adeguately support two c¢ellular gystems and
that any advantage £rom an early entry into +the market would not be
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.sufficiently significant to outweigh the need %o grant immediate
relief to satisfy such demands. To further zinimize any possidle
adverse affect of such a head start on a nonwireline cellular
operator, we intend 4o ensure <the availadilisy 4o such operators of a
resale plan thavt does constitute a viadble dusiness opportunity and
theredby permit the nonwireline carrier t0 enter +he nmarketplace as a
borna fide competitor.

Capital Structure and
Financing Plan

Testimony intendeld to dexonstrate o this Commission that
the Partnership will be a financially sound and qiéble entity capadble
0f serving <the public need for cellular ee:vicg/ias presented by
AMPS' vice president and chief financial officer, William E.
O'Connell. EHis tesvinmony indicated thas AMPS receives 2ll of i+s
funding from its parent company, ATET, théGugh guarterly eguivt
contridutions and periocdic advances itielly, funds neeled for
construction will be odbtained by ANPS/from AT&T. Subsequeat to the
approval of the Partnershiy agreeme“t on March %1, 1983, the ini<ial
capital contridvution will be made o Partnership by the limited and
general partners. Any additional equipment required will bde provided
by the partners in accordance with the Par<nership agreedent.

This witness further testified that <he PRCC will be
created as a wholly owned %#ésid‘a-y 0L AMPS' successor prior %o the
divestiture, and the LACGSA will also bYe formed as a wholly owned
subsidiary of PRCC. Durﬂég 1983 AT&T will fund AMPS which will
provide the capital regrired by PRCC which will, in <urn, fund the
LACGSA. AZfter the divestiture, capital contridutions will be nmadle by
the Limited Pariners /and the LACGSA in accordance with the
Partnership agreemegt. Funding for the LACGSA will be ob%ained fron
the PRCC which wil;/obtain its equity capital from the PREC.

According to the record, neither Newport, chief executive
officer of AMPS, nor Quigley, designated chief executive officer of
PRCC, knew the source of PREC's funds to be used for the PRCC. As

. 3tall notes in its brief, the only evidence of record on funding for

- 24 -
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. Based on stafll evaluation of +the project, on correspondence
and discussions with eaeh and every responsidle agency on the
project, and on the adoption of all local agency conditions of
project approval, a finding that the project could not have 2
significant effect on the environzent was issued in a2 Mitigated
Negative Declaration on May 16, 1983%.

This Mitigated Negative Declaration was availadle for
pudblic comment more <than 30 days prior 4o the issuance of 4his
interin decision, as is reguired dy State ZIR Guidelines § 15083(e).
No protests were received. -

Pindings of Pact /////

1. In order to provide cellular service in +ime for use during
the XXIII Olyzpiad commencing in los Angelpé’.u July 1984, it was
necesgary for AMPS t0 commence constru ?;ﬂbn 02 <“he MISO iz January
198%. Suceh construction was under a.;. at the sole risk of AT&Y and
its shareholders w.uh no assurance this Commission would grant <the
reguestved CPC&N.

. 2. There iz a significant/demand for cellular mobile
radiotelephone service in the yOe Angeles area.

3. The PCC haz det e'mgﬂed That one competitor in each cellular
service area will be a wi*ei&ne conpany affiliate and one c¢competitor
will be one or more nonw%fgline companies and/or affiliates.

4. On March 231, ¥083 the PCC issued a construction perait %o

AMPS for the comstruction of a cellular system in the Los Angeles
/
area.

5. AMPS, Gg; Mobilnet, Continental, and United States Cellular
entered into an ag*eemen* establishing the Zos Angeles SMSA Limited
Partnership. ‘;he PCC approved the partnership agreement on March 31,
1983.
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' 19. The Partnership is responsidle for the provision of
cellular service in %the Los Angeles SMSA.
20. After divestiture the PRCC should replace ANMPS az the
General Partner in the Partnership.
21. Lacking a sitrong and compelling showing to0 <he conirary,
LACGSA should not replace the PRCC as %the General Partner in <he
Partnershin.
22. The vhe California subsidiary utilities of
the PRHEC nust
65~A and 104=~A. -~
23. The cozbined financial filings set forth ¥x Pinding 22
should provide an audit trail sufficiently comprehensive %o permit
the giaff To detect any form of cross-subsidiZation that may exist.
4. The Los Angeles SMSA market is sﬁéiiciently large 0
adequately support two ¢ellular systemi/é;d any conpetvitive advantage
from an early entry into the market wotld not Ye sufficiently
significant Yo outweigh the need 4o/grant immediate relief %o satisey
such demands.

25. A resale plan that cowstitutes a viadle dusiness
opportunity and therebdy permits the nonwireline carrier to enter %the
marketplace as a bona fide competitor is necessary Vo zitigate any
adverse effects 0f +the ea;i& entry into the cellular marketplace of a
wireline carrier in advgﬁée 0f a nonwireline carrier.

26. 3Before a fi;di or unrestricted CPCE&N can be igsued on this
matter, a defin teﬂp%oposed tarif? should be presenteld for our
consideration.

27. Included with the definite proposed tariff set forth in
Pinding 26 should be an evaluation of the effect of +the proposed
cellular rates on PT&T's IMTS investments and on <he invesiments of
the competing radiotelephone utilities in the Los Angeles SMSA.

7
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