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Maned 

APR 9 1997 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Al\plic~'tiOl\of Network l4:mg 
Dista~, loc. (U-5393-C) For a Certificate'of Public· 
Con\'erucllre and NCcl"SSity to Provide IntraLATA 
Tc1cron\Illunications ScrviCt."'S lhroughout Califonlia as 
a R('S('Uer. 

OPINION 

Applicatiol\ 96-1~.()68 
(Filed IAwlllVer 20, 19(6) 

Network Long Distance, Inc. (applicant), a Delaware corporation, qualified to do 

business in California, seeks a certificate of public convenience and n~essity (CPCN) 

under Public Utilities (PU) Code § 1001 to permit it to rcsell intraLATA telephone 

services in California.t On July 8,199-1, we granted applicant the authority to provide 

interLATA telephone services and denied intraLATA authority in Decision (D.) 

9-1-07-009.2 

Applicant also seeks partial exemption from Rule lS(b) of the Commission's 

Rules of Practice and Proccdure to the extent that this rule rCt.luircs the sco'ice of this 

applicalion on dties and counties in the prol"OS<xt service area. 

8)" D. 84-01-037 (14 CPUC2d 317 (198-1» aI\d later decisions, we authorized 

interLATA entry generally. Hm ... ·ever, we limited the authority conferred to hiterLATA 

sco'ice; alld We subjected the appliCal\ts to the condition that they not hold themseh'cs 

out to the public t6 provide intr~lLATA seo'ke. Subsequently, by 0.9-1-09-065, we 

authorized competitive intraLATA services effcXtive Januar)' 1, 1995, for carriers 

meeting specified criteria. 

I California is di\'ided blto tcn Local Aa-ess ant.i Tral\Spoit Areas (LATAs) of various sizes, each. 
containiI'lg nuinerous local telepholle exchal\ges. UlnterLATA" describes services, revenues, ; 
and functions that relate to telecon\munk'ationsoriginatiI\g in 01\(' LATA and terminating in 
another. i'lnlraLATA" describes services, r~vcnues, and (unctiol\s that relate to 
telecoI\\n\unkations originating 31,d lenl\inalil\g withiI\ a single LATA. 

2 At that tln\e, we assignC\t applicant the identification number U-5393-C. 
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The Commission has est,l.blished two major criteri., for ctetermining whether a 

CPCN should be gr"nted. An applicant who is a switchlrss reseller) must \temonstr,,\e 

that it has a mininuu'n of $25,000 of cash or ('"sh Cllui\'alcnt (as dcscri~t in 0.91-10-0-11, 

41 CPUC2d 505 at 520 (1991»1 reasonably liquid and readily available to n\cet the firm's 

start-up expenses. Such applic(\nts shall also dOCUIi\ent any deposits requited by LECs 

or lEes and den\onstratc that they ha\'c additiOI,al resources to ('over an ~uch \feposits. 

(D~~5:o5~oib;~.19iq~U~~i 197 at 208 (1993).) In addition, an applicant is required to. 
,~"~i,':jt \i'J·i.::~\~~~H:t: . 
inat<e Wrea~ohabtC sho~ing of technical expertise in tclccommunic,l.tions or a related 

business. 

As part of its ai1pHcationi applicant provided the finandal staten\erlts of itscH 

and its subsidiaries, consisting of the co}\solidatro balance sheets, conSolidated 

staternents of income and consolidated staten\ents of cash flow demonsli~'ting 

applicant's financial picture as of March 31, 1996, and Septen\bcr 30, 1996. This iiutkates 

that applicant has n\otc than $25,000 consisting ot cash and cash equivalents. It satisfies 

our criteria for being reasonably liquid and readil), a\'ailablc to meet thc applicant's 

needs. 

Apll1icant has providcd Information on its key 11\anagers indicating their 

education and experiellce. It can be sumri,ariz~t as follows: 

Michael M. Ross, applicant's founder hl1979, presidcl\t and chief executive 

officer, has been active in evcr}' (acet of the tetecomil'lunitatioJ\S industry 01\ an 

industry-wide lcvel. He previously managed responSibilities for a wldc range of 

functions including design and inlplementatiOl\ of C~lll route optimization ... traffiC 

3 D.93-05-01O defhi.e-s a switchless reseller as a nondonunant interexchangecarriet (NOlEt) 
with the (ollowing characteristics: it uSes lh~ SWitch of another carrier; it usually, but not 
always, uses access circuits that the underlying carrier purchases fronl a local exchange carrier 
(LEe), it provides Service in its OWJlnan\e~ and its customers view it as their teterhone 
company (ot intertATA and interstate calls. D.92-06-069noted that it is possible torontro)~ 
oper~te, or n\anagetelephorie lir'u~s without owning then). The decision afro notes thal fE-selters 
which do not own or directly operate their own. telephone wires may still have plantwhich is 
OWI,ed, contioUoo1 operated ... and/or managM in otder to facilitate comri\unication b}t . 
telephone. 
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engineering "nd switching progc"n\S. Currently, he is responsible for "II glob .. " str"tegic 

"ctivities, corporate aff,'irs, long r"nge pJanning and "dministr"th'c functions, "nd he 

has direct ovcrsight o\'er aU national &,}es and marketing "ctivities , business 

de\'elopment, customer servicc "nd 5uPllori fUIlCtiOl\S, and tariff "nd regulatory 

matters. Hc is a gr"duate of Louisiana Statc University in Baton Rouge. 

l\larc I. Becker, co-founder, executivc vice-president and chief operating officer, 

has previously served "s applicant's chief financial officer and controller. In that 

position, he managed "II finandal, accounting and SEC reporting activitlcs. Mr. Becker 

has experience in every aspect of the company, including technical, "dministrative, 

facilities management systems networking, hunlan resources, information services, 

custon\er $ef\'i~e and custon\er support. He currently has responsibility for all 

nationwide operational and rnanagement (uncttons, including accounting systems 

design and hnpJen\entation of related software. He is a graduate of Louisiana State 

Uni\'ersit)· in Baton Rouge. 

Louis J. Resweber has been an executive vice president with applicant since 1995. 

Previously, he gained n\Ore thaI) 15 years experience in mergers and acquisitions, 

capita' markets, str~\tegic pJanning at\d corporate finance as a member of the executive 

managen\ent t('.'Il\S of a nltlllbcr of NYSE-tisted, Fortune 500 concerns. He currently 

heads the str~'t(>gic pJallning, corporate finance and capital markets activities of the 

company I and also "i.reets the actIvities of NetWork Acquisition Corp., a wholly-owned 

subsidiar}· of apl1lic,lnt engaged iI\ targeting mergers and/ or acquisitions of other 

telecon\n\Unic.ltions concerns. Reswebcr graduated cun\ laude from the University of 

Louisbna at L'lfayelte. 

AdditionallYI in the "pplication, applicant stated that it is not required to post it 

"teposit with any local exchange con'panies or IECs. It also represented that no one 

(lssociated with or en\pJo)'C4.t by applicant was previously associated with a 

nonliOl\\inaI'ltIEC that filed for bankrul'ltcy 01' WCl\l out of business. 

\Ve will authorize the intraLATA services that applicant seeks to provide. 
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Findings of Fa~t 

1. AppJic\lnt served a copy of the app1i(\ltion upon 273 telephone corpor(ltions 

with which it is likely to compete. 

2. A notice of the filing of the application appe.ucd in the Daily Calel\dar on 

January 9, 1997. 

3. No protests have been filed. 

4. A he.uing is not required. 

5. By prior Commission decisions, we authorized competition in providing 

interLATA telecommunications service but generally barred offering such $CrviCe from 

holding out to the public the provision of intraLATA service. 

6. By D.9-1-09-065, we authorized con'\petitlve intraLATA services ei(eclive 

January I, 1995, for carriers m~ting specified criteria. 

7. Apl1licant has demonstrated that it has a minimun\ of $25,000 of cash anti c<lsh 

equivalents, reasonably liquid. and. "e(ldily available to {neet its start-up expenses. 

8. Applicant's technical experience consists of 3 managers with a conlbincd 

experience of o\'er 30 ),e,us in the telecommunitations hldustry. 

9. Applicant has subn'\itted with its apl1lication a complete draft of applicant's 

initial tariff which con\pJies with the retluirements estabJished by the Conunission 

including prohibitions on unre.lson.,ble lieposit fCtluiremcnts. 

10. Applic'lnt has represellted that no O)lC associated with or en\plo}'cd by 

applicant was previously associated with a NDIEC that fileti (or bankruptcy Of went 

out of business. 

t 1. Since no facilities are to be constructe<t it C,ln be seen with certainly that the 

proposed opC'r,ltion will not have a signific<lnt effect upon the environment. 

12. The Commission has routineI)' gr,lnted NDIECs, such as applicant, an 

exemption from Rule 18(b) where no construction is involved to the extent that the rule 

R'(luires applic,mt to serVe a copy of its application on cities and counties in the 

proposeti service area and to the extent that it requires applicant to provide a 
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conformed copy of all exhihits atl.lched to applic.mt's filed appJic.ltion to potenti.,1 

competitors. 

13. Exemption from the provisions of PU Code §§ 816-830 has lXX'n granted to 

othec r('~lIers. (Su, e.g., 0.86-10-007 and 0.88-12-076.) 

t4. The tr.lnsfec or encumbrance of propcrty of IlOJldominant c.uciers has been 

exempted (rom the requirements of PU C<xie § 851 whenever such transfer or 

encumbrance services to S('('ure debt. (Srt' 0.85-11-0-1-1.) 

Conclusions of Law 

1. Applicant has the final1cial ability to ptovidc the J.)roposed service .. 

2. Applic.lnt has made a re.lsonable showing of technic,l) expertise in 

telecommunications. 

3. Public convenience and necessity require the intraLATA services to be offered 

by applicant 

4. Applicant is subjed to: 

a. The current 3.2% surcharge applicable to all intrastate services 
except (or those excluded by 0.9-1-09-065, as modified by 
0.95-02-050, to fund the Universal Lifeline TeJephoncServicc (PU 
Code § 879; Resolution T-15799, NO\'enlber 21, 1995); 

b. The current 0.36% surcharge al'lpJicabte to all intr.lst.He services 
except (or those excluded by 0.9-l-09-065, as modified b)' 
D.95-02-05O, to fund the California Relay Scrvice and 
Conll1\unications Devices Fund (PU Code § 2881; 
Resolution T-15801, October 5, 1995); 

c. The user fee provided in PU Code §§ 431-435, which is 0.11 % of 
gross intr,lst.ltc re\'enue for the 1996-1997 fiscal year 
(Resolution M--4782); 

d. The current surcharge applicable to all intrastate services except for 
those excluded by 0.9.,1-09-065, as modified by D.95-02-050, to fund 
the California High Cost Fund-A (PU Code § 739.30; D.96-10-066, 
pp. 3-4, App. B, Rule 1.C.); set by Resolution T-15987 at 0.0% 
cffecti\'e February 1997; 

c. The current 2.87% surchargc applicable to all intrastate services 
except for those excluded t>}. D.9-1-09-065, as modified by 
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0.95-02-050; to fund the CaUforni" High Cost Func.l-B (0.96-10·066, 
pp. 191, App. B, Rule 6.F.); and 

r. The (urrent 0.41 % surcharge applicab1e to all intr,\state ser\~kes except 
for those excluded by D.9-1-09-065, as lll<xiifiCti b)" 0.95-0~-050, to fund 
the Califo,nia Te1cconncd Fund (D.96-10-066, p.88, App. 8, Rule8.G.). 

5. AppJicant should be exempted froll\ Rule lS(b)'s requirement of service of the 

appJication on cities and counties in the proposed service area and serviCe of all exhibits 

attached to this application on potential competitors. 

6. Applicant should be exernpted froin PU Code §§ 816-830. 

7. Applicant should be exempted fronl PU Cooe § 851 when the transfer or 

encufl,btance serves to secure debt 

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

9. Because c)( the public interest in competitive intraLATA services, the {ollowing 

order should be effective immediately. 

ORDER 

IT IS ORDERED that: -

1. A certificate of llUblic conVcllience and necessity (tF'CN) is granted to 

Network LOl'lg Distance, Inc, (applicant) to oper~ltc as a rescUer, to the extent 

authorized by Decision (D.) 9-1.-09·065, of intra local Access and Transport Atea 

(intraLATA) tclecommunicatiOJ\ services offered by cOn\munication common 

carriers in California. 

2. Applicant shall file a wriHen acceptance of the certificate gr .. ,nted in this 

proceeding. 

3. a. Applk~i.l\l IS authorized to file with this Comnlission tariff schedules for 

the provision of intraLATA service. Applicant may not offer lntraLATA service until 

tariffs are Oil file. Applicant's initial filing shall be made in accordance with General 

Order (GO) 96-A~ excluding Sections IV, V, and VI, and shall be effective l\ot less than 

one day af(erfiling. Applicant shall comply with the proviSIOns in its tAriffs. 

-6-
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b. Apll)i(\lnl is a nondominant inlercxchange cMricr (NDIEC). The df(Xti\'cncss 

of its future t~.uif(s is subjC'Ct to the schedules set forth in Ordering Paragraph 5 of 

D.90-08-03~ (37 CPUC2dt30 at 158), as modified by D.91·12-013 (42 CPUC2d220 at 2.31) 

a~d D.92-06-03-1 (44 CPUc2d 617 at 618): 

"5.' AU ND1ECs arc helcb}' p1aced on notice that their California taril( 
filings will be processed in accordance with the following 
dfcdh'encss schedule: 

"a. InclusUm of FCC-approved rates for interstate services in 
California pubJic utilities tariff schedules shall. beconle 
effedive on one (I) da)/s notice. 

lib. UniCOI-in rate reductions for existing services shaH become 
effective on (h'e (5) days· notice. 

u c. Uniform rale increaSes, except. for minor rate increases, lor 
existing ~en'ices shall become ef(ecUlie oil thirty (30) days· 
notice, and shall requite bill inserts, a nlCS&1ge on'the bill 
itself, ot first class nlail notice to custonlers of the pending 
increased rates. 

'\1. Uniform 111inot rate hlcteases, asdefined iI\ D.90-11-029, fot 
existing sen-ices shall bccon\e effective on not 1('55 than fivc 
(5) working days' notice. Customer notification is not 
required for such minot rate increases. . 

"e. Advice lettet filings for new sen'ices and lor all other types 
of tarift revisions, except changes in text not affecting rates 
or relocations of te~t in the tariff schedules, shan becon\c 
effectivc on forty (40) days' noticc. 

"l. Alh-icc letter (ilings merely revising the text or location of 
text material which do not causea'n increase in any rate or 
charge shall become effecti\'e on not less than five (5) days' 
notice." 

4. Applicant may deviate from the following provisions of GO 96-A: 

(a) paragr.'ph I1.C.(I)(b), whkh requires consecutive sheet numbering and prohibits the 

reuse of sheet nun\hers, and (b) paragraph 1I.C.(4), which requires that "a separate sheet 

or series of sheets should be used lor each rule." Tariff filh\gs incorporating these 

deviationS shalibe subject to the approval of the Commission's TelecomnlUnications 
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Division. Tariff filings shall rdlcct all lccs and surcharges to which appJic~lnt is subjC<l, 

as rdl('(ted in Conclusion of L~w ... 

5. Applic'lnt Sh<ll1 file as P,lft of its initial tMiff, aftl'r the cfftXlivc liate of this 

order and consistent with Ordering PM,'grt'ph 31 a service ared map. 

6. Prior to initiating service, applicant shaH provide the Corhnlission's Consumer 

Scrvices Dh'ision with the applic,lnt's designated contact person(s) lot purposes of 

resolving consumer complaints i111t.t the corresponding telephone number. This 

information shaH he updated if the n.lme or telephone numbC'r changes or at least . 

annually. 

7. Applicant shall notify this Con\missi6n in writing within fivc days of when 

intraLATA service begins. 

8. Al)pJicant shaH keep its Ixxlks and records in accordance with t~e Uniform 

System of Accom\ts specified in Title 47, Code of Federal Regulations, Part 32. 

9. In the event the books and I'\.~onis of the applicant are required for inspection 

by the COlllmissioIl or its staff, appJk'lIlt shall either prod.ute such records at the 

COJl'lmission's offices or reimburse the Commission for the reasonable costs lncuTfCti in 

having Commission staff travd to applicant's office. 

10. Applicant shall file an al\oual repOrt, in compliance with GO 1M-A, on a 

c,llcndar-ycar l~'\sis using the information rcqu('St form de\'eloped b}' the Commission 

Staff and contained in Attachment A. 

11. Applicant shaH cnsure that its employees comply with the provisions of Public 

Utilities (PU) COtie § 2889.5 regarding solicitation of (ustomers. 

12. The (ertiCk.lte gr.Ultcd and the authority to render service under the (,ltes, 

charges, and rules ,'\uthorized will cxpire if not exercised within 12 months after the 

effective lhlte of this oflter. 

13. The corporate idclltifk,ltion number assigned to al1plicant is U-5393~C, which 

is the &lllle as assignClt for interLATA service, which shall be h\duded in the caption of 

all original filings with this Conlmission, and in the titles of (,ther pleadingsliJed itl 

existing c.lses. 
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14. \\,ilhin 60 days of the effecti\'e \iate of this order, appHc\lIlt shall comply with 

PU Code § 70s, Employt'C Identification Cards, and notify the Director of the 

Telecommunications Di\'ision in writing of its compliance. 

15. APl"Jic,lnt is cxen\pt~i (rom the pro\'isions of PU Code §§ 816-S.~. 

16. Applieal'lt is cxempt~i fronl PU Code § 851 (or the transfer or encumbr,ln~ of 

propertYt whene\'er such transfer or encumbrance serves to secure debt. 

17. In response to the applicant's request for ,,·ai\'er, applicant is exempted from 

Rule 18(b) of the Commission's Rules of Practice and Proc~iure to the extent that th(> 

rule requires applicant to scn·e a copy of its appllcation OIl the Cities and counties it 

proposes to operate in and to the extent that the rule requires 3llpHcant to serve a copy 

of all exhibits attached to its application on potent~al competitors. 

18. If applicant is 90 days or mote late in filing an annual report or in renlitting 

the lees listed in ConclUSion of La,,· 4, Telecommunications Division shall prepare fot 

Commission consider"Uon a resolution that re\'okes the applicant's CPCN, unless the 

applicants ha\'(~ received the written permission of Telecommunications Division to file 

or remit late. 

19. The application is granted, asset forth alxwe. 

20. Application 96-12-068 is closed. 

This order is effective today. 

Dated .April 9, 1997, at Sc.1Il Francisco, California. 
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TO: ALL INTEREXCHANGE TELEPHONE UJIUTlffi 

Article 5 of the Public UtiHties Code grants authority to the California Public Utilities 
Comn\ission to require an public litiliticsdoing business in Califomia to file reports as 
spedficd by the Commission on the utilities' Califonua operations. 

A specific annual report fomi. has not yet been pn">SCril>C\t (or the California interexchange 
telephone utilitics. However, you are hereby din.xted to subni.it an original and two copies 
of the infonllatiOll. requested in Attadullenl A no later than Maoch 31 sl of the ye<lr foHowing 
the c.llendar ye.1f for which the aMual reJXlrt is subnutted. 

Address your report to: 

California Public Utilities Con'unission 
Auditing and COIl.\plianre Branc~ Room 3251 
505 Vall Ness Avenue 
&11\ Fr<ll\cisro, CA 9-U02-3298 

Failure to file this in{om\ation on time may t~\llt in a penalty as provided for in §§ 2107 
and 2100 of the Public Utilities Code. 

If you have any question concerning this matter, please C.ln (415) 703--1961. 
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AlTACIIMENf A 

Infoml.ltion R('\lU('St(\.t of CaliJomia Interexdl.l1lS~ Telephone UlilitiC'S. 

To re fiJC\.t \\ith the Califomia Public UtilitiC'S Commission~ 505 Van N('SS A\'enue, 
Roon\ 3251, &In Francis('o, CA 9UOi.J298, no ).lb:r th.Ul March 31st of the ),e.u following the 
calendar year (or whkh the aruma) report is submitt~l 

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

2. Address. 

3. Name, tille, address, and telephone Jlumber of the perS(ln to re oonl.,,(('(t 
COn«'rniIlgthe [eportC\.' infornlation. 

4. Name anti title of the officer having CUSt04,ty of the general books of aC\"Qunt 
and the address of the office where such books ar~ kept. 

5. T)'l)c of organization (e.g., corporation, }"artnership, sole proprietorship, etc.). 

If incorporated, sfX'.-tly; 

a. Date of filing artides of incorporation with the ~I\:'tar}' of State. 

b. St.lte ill which iI'KorJ'oratt:'li. 

6. Commission dffision Ilurilher granting operating authority and the date of 
that decision. 

7. D.lle operations were begun. 

8. Description of other busin('ss acli\'iti('s in which the u(ilit)' is engagCtt 

9. A list of aU aHiliatlXt rompal\ies and their relationship to the utility. State if 
a((iliate is a: 

a. RC'gUlatt.". public utility. 

h. Publicly heM corpor.ltion. 

10. Balance shEX't as of IAxember 31s1 of the year (or which iniorn\ation is 
submitted. 

11. hlcome stalemeJ,1 (or Catlfornia operations for the calendar year (or which 
information is sutlnulted. 

(END OF AttACHMENT A) 


