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Decision 97-03-029 March 18, 1997 

Matted 

MAR 1 3 1997 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALlFOR~I~ 

In the MaUer of the Application of HLC·lnternet /~' ,. ""rID' n~OOtl~"~' \~i\. 
Incorp~r.lted (or a Certificate of Convenience and , ;, ri" 51 
Necesslty to Operate as a ReS{'ller of Apph ;dr&\ 9 -- - " 
Telecommunications Services \\'ithin the State of (Filed Sel1tember 18, 1996) 
California. 

OPINION 

HLC-Intemet Incorporated (applicant), a California corporation, seeks a 

certificate of public convenience and necessity (CPCN) under Public Utilities (PU) Code 

§ 1001 to permit it to resell interLATA telephone and iI\traLATA telephone service in 

California.' App1icant also seeks exemption from the requiteillcllts of PU Code §§ 816-

830, dealing '\'ith the iSsuance of stocks and other evidence of ownership and bonds, 

notes, and othcr evidences of indebtedness. 

By Decision (D.) 81-01-037 (14 CPUC2d 317 (1984» and later decisions, We 

authorized interLATA entry generally. Howe\'er, we limIted the authority conferred to 

interLATA service; and We subjected the applicants to the condition that they not hold 

thenlseln's out to the public to provide intraLATA service. Subsequently, by 

0.9-1-09-065, we authorized competitive intra LATA services effective January I, 1995, 

for carriers meeting specified criteria. 

• California is divided into ten Local Access and Transport Are",s {LA TAs} of ,'arUms sizes. each 
containing nun\erOtl5 local telephone exchanges. "InterLATA" describes services, revenues, 
and (unctions that relate to tetecon\inur'tications origiriating in one LATA and terminating in 
another. "IntraLATA" describes services. revenues. and functions that relate to 
telecommunications originating and terminating within a single LATA. 
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The Commission has ('st.,hJished two majof criteria fOf determining whethef a _ 

CrCN should bc gr,mted. An applicant who is a switchless reSC'Uer! must demons'r,lte 

that it has a minimum of $25,000 of cash or cash equivatent (as described in D.91-IO-O-Il, 

41 CrUC2d 505 at 520 (1991», r~asonably liquid and re,ldil)' availablc to meet the (irnl's 

starl-up cxpel1SCS. Such applic.lnts shall also document any deposits required by LEes 

or interexchange c,uriers and dcmonstri\te that they ha\'c additional (esources to cover 

aU such deposits. (0.93-05-010, 49 CPUC2d 197 at 20S (1993).) In addition, an applicant 

is required to make a reasonablc showing of technical expertise in telecommunications 

or a related business. 

As part of its appHcation, applicant provided an unaudited balance sheet and 

Income staternent deOlonstrating that it has inore than $25,000 consisting of cash. It 

satisfies our criteria for being reasonably liquid and readily available to meet the 

applicant's needs. 

Applicant has provided information on its key managers indicating their 

education and experience. It can be summarized as (ollows: 

Scott Purcell. Founder, CEO, and Chaimlan: l\fr. Purcell is responsible lor 

strategic marketing decisions, strategic technical decisions, sates, networking, business 

partner rC'lationships, and finandal plarmit\g and analysis. He has ten years' experience 

in the telecomnltmic.ltions business. I\fr. Purcell studied at the Unh'ersity of Southem 

California. 

Powell Hamilton, Director ofSystenls Admhi.istration: Mr. Hamillon is primarily 

responsible for all computer Op('T,ltions and systems administration, as well as all 

z D.93-{lS-OlO defines a switchless (eseller as a nondominant interexchange carrier (NDIEC) 
with the (oUowing characteristics: it uses the switch of another carrier; it usually, but not 
always, uses access circuits that the underlying carrier purchases (ronl a local exchange carrier 
(LEC), it proVides service in its own name, and its customers view it as their telephone 
company (or interLATA and interstate caUs. 0.92-06-069 noted that it is possible to ronh'ol, 
operate, or manage telephone lines without owning them. The decision also notes that resellers 
which du .:)1 own or directly operate their OWn tc1ephone wireS nlaystill have plant which is 
owncd~ controlled, operated, and/or managed in order to facilitate communication by 
telephone. HLC-Inlernet, Incorporated is a switchless reScUer. 
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applic<'lUons progrt1mming (or both customer and IILe-Internet, Inc, Ill' has tell }'C'.us' 

cxperi('n~"'C in tc1('COmmunic,'ltions related busin('sSC's.l-.fr. Hamilton received a Bachelor 

of Sci('n(~ degree in computer science from the Unh'ersity of Southern California and a 

Masters degree in Business Administration (rom the Univcrsity of LaVernc. 

\Vc will authorize the interLATA and intraLATA scrvires that applk.'lnt seeks to 

provide. 

Findings of Fact 

1. Applkant served a copy of the application upon 328 telephone corpOrations with 

which it is likely to compete. 

2. A notice of the mingo! the application appeared in the Daily Calendar on 

Scpten\ber 26, 1996. 

3. No protests ha,'c been filed. 

4. A hearing is not required. 

5. B)' prior Coni.mission decisions, we authorized competition in providing 

interLATA telecon\mtmicationsservice but generally barred offering such service from 

holding out to the public the prOVision of intraLATA service. 

6. By 0.94-09-065, we authorized competitive intraLATA services effective 

January I, 1995, (or carriers meeting specified criteria. 

7. AppJicant has demonstrated that it has a rninimum of $25.000 of cash, reasonabl}' 

liquid and readily available to meet its start-up expenses. 

8. Applicant represented that its underlying carriers do not require deposits. 

9. Applicant's technical experience consists of two employees with a cornbined 

experience of over 20 }'ears in telecomrnunkalions-te1atcd businesses. 

10. AppJicant has submitted with its application a complete draft of applicant's 

initial tariff which complies with the requirements established by the Commlssion 

including prohibitions on unreasonable deposit requirernents. 

11. Applicant has repreSented that no one associated with or employed by applicant 

was previousl}t associated with a NDIEC that tiled for bankruptcy or went out of 

business. 
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12. Since no (,lcilities arc to be constructed, the propoS{'d operation will not have a 

signific,mt effeel upon the environment. 

13. The Commission has routhle1y gr,lnted NDIECs, such as applicant, an exemption 

from Rule 18(b) where no construction is irwoh'ed tc! the extent that the rute requires 

applictlnt to serve a COP}' of its application 011 dtieS and counties in the proposed St'rvice 

area and to the extent that it requires applicdllt to provide a conformed COP}' of aU 

exhibits attached to applicant's tiled application to potential competitors. 

14. Exemption (ron\ the provisions of PU Code §§ 816-830 has been granted to other 

resellers. (See, e.g., D.86-10-007 and D.88-12-076.) 

15. The trM\s(er or encuinbra)lce of property of hondominant carriers has been 

exempted from the requirements of PU Code § 851 whenever such transfer or 

encumbrance sen'ices to secure debt. (See 0.85-11-Q.l4.) 

Conclusions of Law 

1. AppHcant has the financial ability to provide the proposed service. 

2. Applicant has made a reasonable showing of technical expertise in 

telecommunications oi in a related business. 

3. Public convenience and nccessity require the interLATA and intraLATA services 

to be offered by applicant. 

4. Applic.mt is subject to: 

<l. The current 3.2.% surcharge applicable to aU intrastate services except 
for those excluded by D.94-09-065, as modified by 0.95-02-050, to 
fund the Universal Lifeline Telephone $entice (PU Code § 879; 

. Resolution T-15799, November 21, 1995); 

b. The current 0.36% surcharge applicable to all hUrastate servic('S except 
for those excluded b)t 0.94-09-065, as modified by 0.95-02-050, to 
fund the California Relay Service and COn\munications Devices Fund 
(PU Code § 2881; Resolution T-I5801, October 5, 1995); 

c. The user fee provided in PU Code §§ 431-435, which is 0.11 % of gross 
intrastate revenue for the 1996-1997 fiscal year {Resolution M-4782}; 

d. The curtent surcharge applicable to all intrastate services except tor 
those excluded by D.94-09-065, as n\odified by 0.95-02-050, to fund the· 
California High Cost Fund-A (PU Code § 739.30; 0.96-10-066, pp. 3-4, 
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App. D, Rule I.e; RrsoJution T·15987 at 0.0% for 1997, ef(ective 
February I, 1997.); 

c. The cutrent 2.87% surcharge applicable to aU intr,lstate services ex«,pt 
(or those excluded b)' 0.9-1-09-065, as modified by 0.95-02-050, to (und 
the California High Cost Fund-B (0.96-10-066, p. 191, App. B, 
Rule 6.F.); and 

f. The current 0.41% surcharge applicable to aU intrastate services except 
for those excluded by 0.94-09-065, as nlodifioo by D.95-02-05O,to fund 
the Califomia Tc1econnect Fund (D.96-1()"'066, p. 88, App. B, Rule S.C.). 

5. Applicant should be exemptEid from Rule 18(brs requirement of service of the 

application on cities and counties in the proposed service area and service of aU cxh'ibits 

attached to this application on potential competitors. 

6. Applicant should be exeinpted [rom PU Code §§ 816-830. 

7. Applicant should be cxenlpted from PU Code § 851 \"hen the transfer or 

encumbrance serves to secure debt. 

8. The application should be granted to the extent set forth below. 

9. Because o( the public interest in competitive interLATA and intraLATA services, 

the follOWIng order should be e((ective immediately. 

ORDER 

IT IS ORDERED that: 

1. A certificate of public convenience and netessity (CPCN) is granted to HLC· 

Internet, Incorporated (applicant) to operate as a reseller o[ interLocal Access and 

Transport Area (interLATA) and, to the extent authorized by Decision (D.) 94-09-065, 

intraLocal Ac~ and Transport Area (intr.lLATA) te1ecommunication services offered 

by comnlunication common carriers in California. 

2. Applicant shaH fite a written acceptance of the certificate granted in this 

proceeding. 

3. a. Applicant is authorized to file with this Commission tariff schedules for the 

prOVision o[ interLA fA and intra LATA service. Applicant may not offerirtterLATA 

and/or intraLATA service until tariffs arc on file. Applicanes initial filingshaU be made 
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in accordance with GC'nC(ill Ordcr (GO) 96-A, excluding Sections IV, V, and Vf, and e 
shall be cf(ecth'e not Icss than one da)' after filing. Applicant shall comply with the 

provisions in its tariffs. 

b. Applicant is a nondominant interexchange c<urier (NDIEC). The ef(ecth'elless 

of its future tariffs is subject to the schedules set forth in Ordering Paragraph 5 of 

D.90-08-032 (37 CPUC2d 130 at 158), as moJified by D.91-12-013 (42 CPUC2d 220 at ~31) 

and D.92-06-034 (44CPUc2d 617 at 618): 

"5. An NDIECs are hereby placed on notice that thcir California tariff 
filings will be l>r<xcSsed in accordance with the following 
effectiveneSs sChedule: 

"a. lttdusion of FCC-appr6ved rates for interstate services in 
California public utilities tariff schedulcs shall become 
effective on one (1) day's notice. 

lib. UnifOClll rate reductions (or existing services shall be<:ome 
effeeth'eon five (5) days' nolice. 

"c. Uniform rate increases, eXcept for minor rate increases, (or 
eXisting Services sha 11 beeonle effective on thirty (30) days' 
notice, and shall require bill inserts, a message on the bill 
itself, or first class fllail notice to customers of the pending 
increased rates. 

lid. Uni(orin minor rate incteases~ as defined in D.9O-11-029, for 
existing services shall become e(fecth'e on not less than 5 
working dars' notice. Customer notification is not required 
for such minor rate incteases. 

"e. AdviCe lettet filings for new services and for all other types 
of tariff revisions, except changes in text not affeCting rates 
or relocations of text in the tariff schedules, shall become 
effective on (orty (40) days' notice. 

"f. Advice letter filings n\erety revising the text or location of 
text material which do 1\01 cause an increase in an}' rate or 
charge shall become effective on not less than five (5) days' 
nolite." 

4. Applicant may deviate from lhe (ollowing provisions of GO 96-A~ 

(a) paragraph II.C.(l)(b), which requires consecutive sheet numbering and prohibits the 

reuSe of sheet numbers, and (b) paragraph II.C.(4), which requires that 1/3 sepMate sheet 
or series of sheets should be used for each rule." Tariff filings incoiporating these 
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deviations shall be subject to the approval of the Commission's Tc1ecommunic~ltions 

Di\'ision. Tariff filings shaH reflect aU fccs and surcharges to whkh applic,1nt is subject, 

as reflected in Conclusion of Law 4. 

5. Applicant shall file as part of its initial (,niff, after the e((eclivc date of this order 

and consistent with Ordering Paragraph 3, a scrvice arca nlap. 

6. Prior to initiating scrvke, applicant shall provide the Commission's Consumer 

Services Division ''''ith the applicant's designated contact pcrson(s) fot purposes of 

resol\'ing consumer complaints and the corresponrling telephone number. This 

information shalt be updated if the name or telephone number changes or at least 

annually. 

7. Applicant shall notify this Commission in writing of the date inter LATA service 

is first rendered to the public within five days after service begins and again within five 

days of when intraLATA ser\'ice begins. 

8. Applicant shall keep its books and reCords in accordance with the Unifom't 

Systen\ of Accounts specified in Title 47, Code of Federal Regulations, Part 32. 

9. Applicant shall file an am\ual report, in con'tpliance with GO 1M-A, on a 

calendar-year basis using the in(omlation request forn't de\'eloped by the Commission 

Staff and contained in Attachment A. 

10. Applicant shall ensure that its employees comply with the provisions of Public 

Utilities (PU) Code § 2889.5 regarding solicitation of customers. 

11. The certificate granted and the authority to render service under the rates, 

charges, and mles authorized will expire if not exercised within 12 months after the 

effecti\'e date of this order. 

12. The corportlte identification number assigned to applicant is U-S7J7-C which 

shaH be included in the caption of all original filings with this Commission, and in the 

titles of other pleadings filed in existing cases. 

13. \Vithin 60 days of the effecth'c date of this order, applicant shall comply with PU 

Code § 708, Employee Identification Cards, al1d notify the Director of the 

Telecommunications DiviSion in writing of its complian(c. 
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14. AppJicllnl is ~x~mpted from th~ pro\'isions of PU Code §§ 816-830. 

15. App1ic~lnt is ~xemptoo from PU Code § 851 for the tr,lnsfef or ~ncumbr,lIlC'c of 

properly, whenever such tr,lnsfN or cllcltmbr,mcc servcs to $('Cure debt. 

16. In response 10 the applicant's rcque'st (or \\',lh'er, applical\t is exempted (rom 

Rule' 1 8 (b) of the Commission's Rules of Practice and Procedure to the ~xtcnt that the 

rule requires applicant to scn'c a cop>, of its application on the cities and counties it 

proposes to ope'rate in and to the ~xtent that the rulc requir~s applicant to scrvc a copy 

of all exhibits attached to its application on potential competitors. 

17. If applicant is 90 days or more late in filing an atmual report or in. remitting the 

(('('s listed in Conclusion of L.1.W 4, Telecommunications Division shall prepare for 

Commission consideration a resoJutlon that re\'okes the applicant's CPCN, unless the 

applicants ha\'e recei\'ed the written permission of Telecomnlunications Division to file 

or remit late. 

18. The application is gfdntoo, as set forth above. 

19. Application 96-09-034 is dosed. 

This order is ef(e<:ti\'e today. 

O.lted .March 18, 1997, at San Francisco, Califonlia. 
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JOSIAH L. NEEPER 
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TO: ALL INTEREXCHANGE TELEPHONE UTILITIES 

Article 5 of the Public Utilities Code grants authority to the 
California Public Utilities Co~~ission to require all public 
utilities doing business in California to tile repOrts as 
specified by the Commission on the utilities' California 
operations. 

A specific annual report form has not yet been prescribed for the 
California interexchange telephone utilities. However, you are 
hereby directed to submit an original and two copies of the 
information requested in Attachment A no later than March 31st of 
the year following the calendar year for which the annual report 
is submitted. 

Address your report to: 

California Public Utilities Commission 
AUditing and Compliance Branch, Room 3251 
505 Van Ness Avenue 
San Francisco. CA 94102-3298 

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

If you have any question concerning this matter. please call 
(415) 703-1961. 
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ATTACHMENT A 

Information Requested of Califol-nia Intel-exchange Telephone 
Utilities. 

To be filed with the California PUblic Utilities Commission, 
505 Van Ness Avenue, Room 3251, San Francisco, CA 94102-3298, no 
later than March 31st of the year following the calendar year for 
which the annual report is submitted. 

1. Exact legal name and U I of reporting utility. 

2 . 1\ddres s . 

3. Name, title. address, and telephone number of the 
person to be contacted concerning the reported 
information. 

4. Name and title of the officer-having custody of the
general books of account and the address of the office 
where such books are kept. 

5. Type of organization (e.g., corporation, partnership, 
sole proprietorship, etc.). 

If incorpOrated, specifyt 

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

b. State in which incorporated. 

6. Commission decision number granting operating authol.-ity 
and the date of that decision. 

1. Date operations ""ere begun. 

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

9. A list of all affiliated companies and their 
relationship to the utility. state if affiliate is a: 

a. Regulated public utility. 

h. Publicly held corporation. 

10. Balance sheet as of December 31st of the year for which 
information is submitted. 

11. Income statement for California operations -f6r the 
calendar year for which information- is submitted. 

(END OF ATTACHMENT A) 


