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.e lA.""Cision 97·06-023 June 11, 1997 

Molted 

JUN 1 1 1997 

BEFORE THE PUBL1C UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the ~'fatlcr of the Application of Prople's 
Comnlunkaticin Services, a Special Project of People's 
Advocate, Inc., for a Certificate of Public ConVenience 
and Ne«'SSity to Provide IriterLATA and IntralATA 
telecommunications Servires on a Switchless Resale 
Basis \"ithin the State of California. 

OPINION 

Application 96-10-0,)7 
(Filed October 11, 1996) 

People's Advocate, Inc. (People's or applicant), a California nonprofit 

corporation, seeks a Certificate of public convenience and necessity (CPCN) under 

Public Utilities (PU) Code § 1001 to permit it to resell interLATA and intraLATA 

telephone service within the State of California! The certificate is sought on behalf of 

e what applicant calls its "special ptoject/' which IS named People's Communication 

, California is divided in len Loc.ll Aoce$S and Transport Areas (LATAs) Of various sizes, each 
containing numerous local telephone exchanges. "InterLATA" 'deScribes $ftvires, revenuesl . 

and functions that relate to teleeOn\Jl\unications originating in one LA tAand terrninMing in 
another. blnfraLATA" describes serviC(>S, re\'enues, and (unctions that relate to 

.. _ teJe«>mmunications originating and terminating within a sing1e LATA. 
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Scrvi~s. Applicant proposes to operate its special project as a switchlcss rescHer, t 

providing interLATA and intraLATA services bctwren points in California on a 24-

hour basis. 

A "special projed" is not listed as one of the entities to which this Commission 

may grant a CPCN under PU Code § 1001. Howc\'er .. a nonprofit corporation can be 

granted a CPCN under PU Code § 1001. Atrordingly, we will treat the application as a 

request for a crCN by Prople#s Advocate, Inc. to do business under the name of 

PeOple's Communtcation $en'ices. 

By O. 84-01-037"{14 CPUC2d 317 (1984» and later decisionsl \\'e authorized 

interLATA cillry generally. HO\\'ever, we limited the authority conferred to interLATA 

service; and we subjected the applicants to the condition that they not hold themselves 

out to the p'1bJic as providing intraLATA service. Subsequently t by 0.94-09-065, we 

authorized conlpetith'e intra LATA services effective January I, 1995, for carriers 

meeting specified criteria. 

The Commission has established two major criteria for determining whether a 

CPCN should be granted to a switchless reseHer such as applicant. First, the applkant 

must demonstrate that it has a minimum of $25,000 of cash or cash equivalent (as 

described in D.91-10-0-Il; 41 CPUC2d 505 at 520 (1991», reasonably liquid and readily 

available to meet the firm's start·up expenses. The applicant must also document any 

deposits required b}' LECs or intetexchange carriers (lEes) and demonstrate that 

applicant has additional resources to rover all such deposits. {D.93-05-010, 49 CPUC2d 

J [A--'dsiQn (D.) 93-05-010 defines a switchle-ss rescUer as a nondominant interexchange tarrier 
(NDIEC) with the following charactcrlstics: it uses the switch or another carrier; it usually, but 
not always, uses aCCess circuits that the underlying carrier purchases from a local exch.\nge 
carrier (LEe), it provides service in its own name, and its customers view it as their' telephone 
company lor interLA TA and interstate cans. 0.92-06-069 noted th.\t it is possible to control, 
operate, or manJge telephone lines without owning them. The dedsionalso notes that rescUers 
which do not own or directly operate their own telephone wires may ~tiit have plMlt which is 
owned, controlled, operated, and/or managed in order to facilitate con,-tnunication by 
telephone. 
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.e 197 at 208 (1993).) In addition, the appJicant is required to nlake a rC~lsonablc showing 

of technical ('xpcrlise in t('lecommunkations or a related businl'SS. 

As part of its applic,,1Uon, applk.lnt hilS provided finilncial statements 

dl'monstrating that it has more than $25,000 available in cash or c~lsh equivalents to 

meet its start-up expl'nses. 

Applicant has also provided information on its key managers indicating their 

education, technical training and experience. The Chief EXffUli\'e Officer (CEO) of 

People~s is Ted Costa, whose background is in diie<:t mail.lottr. Costa joined applicant in 

1982 as special assistant (0 its founder, Paul Gann. Upon Mr. Gann's death in 1989, Mr. 

Costa was eJC(:ted to serve as CEO. A substantial part of Mr. Costats work has been to 

manage the affairs of another of applicant's "special projects," National 

Communications, which has served as an agent (or the sate of telecommunications 

services offered by such companies as AT&t Communications of Ca-Ufomia, Inc.; GE 

Capital Exchange, and Quest Communications. 

Applicant's president is Sidney Novaresi, a retired Air Force General who has 

been with People's since 1991. In addition to his experience as commander of the Fourth 

Air Force, General Navaresi has worked with a marketing Jim). 

To the extent Mr. Costa and General Navaresi need additional 

telecommunications expertise to operate a switchless reseHer, that experience will be 

provided by Jack Dod, whom People's has hired as a consultant. Mr. Dod has over 25 

years of experienCe with Padfic Ben (Pacific) and l\1ichigan Bell. While at Pacific, he 

worked as a District Traffic lottanager, developed the plan to operate Business ServicE.'S 

as a separate (unctional unit, and handled major "cuto\'ers" to Pacific's Centrex system. 

Based upon applicant's showing that our requirements (or financial strength and 

managerial experience have been met, We \vill authorize the services that applicant 

seeks to provide. However, it is also appropriate to comment on the (orm of corporate 

organization applicant apparently intends to pursue in the future. The application stat~ 

that "it is the intent of the Board of Dire<tors that People's Communication Services will 

e eventually become a '(or profit' feeder (Orporation owned 100% by People'S Advocate, 

Inc. in accordance with (the) Internal Revenue Service feeder corporation law." \Ve 
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hl'rcb}' pbcc appJicant on notice that a change of status from nonprofit to for-profit e-
with respect to its switchJ('SS {cscller acti\'ities may trigger the provisions of PU Code §§ 

851·852l if it in\'oh'e5 the dispositions 01 public utility assets or changes in corporate 

control. 

Findings of Fact 

1. Applicant served a copy of the application upon 367 te!ephone corporations with 

which it is likely to compete. 

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

October 31, 1996. 

3. No protl'Sts have been filed. 

4. A hearing is not required. 

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

interLATA telecommunications service, but generally barred those offering such service 

from holding out t6 the public the provision of intraLATA service. 

6. By D.94·09-065, ,-le authorized competitive intraLATA services effective 

January I, i 995, for carriers meeting specified criteria. 

7. Applicant has demonstrated that it has a minin .. u", of $25,000 in cash or cash 

equl\·alents, reasonably liquid and readily available to fl\C'Ct its start-up expenses. 

8. Applicant has presented evidence that in addition to $25,000 to cover its start-up 

expenses, it has sufticient cash to pay any deposits demanded by its lEes. 

9. Applicant's CEO and president have several years of experience in operating as 

an agent for established providers of telecommunications services. In addition, 

applicant has entered into a contract with an experienced telecommunications 

consultant to help it operate as a switchless reseHer. 

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

initial tariff, which complies with the requitements established by the Commission, 

including prohibitions onunreasonable deposit requirements. 
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-e 11. AllpJiNnt has represented that no one associated with or employed by applicant 

was previoust)' associatoo with an NDIEC that filed (or bankruptcy or went out of 

business. 

12. Since no (acilities ate to be constructed, it can be seen with certainty that the 

proposed operation will not ha\'c a significant effect upon the environment.. 

13. The Comn'lission has routinely granted to NDIECs such as applicant, in cases 

where no construction is involved; an exemption (rom Rule 18(b) to the extent that the 

(ute requires applicant to sen'e a copy of its application on dties and counties in the 

proposed service area, and to the extent that it requires applicant to provide a 

conformed copy of aU exhibits attached to applicant's filed application to potential 

competitors. 

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

rcselJ~rs. (See, e.g., D.86-10-007 and 0.88-12-076.) 

IS. The transfer or encumbrance of property of nondominant carriers has been 

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

encumbrance serves to secure debt. (S("" D.85-11-o.t4.) 

Conclusions of Law 

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

2. Applicant has made a reasonable sho\ving of technical expertise in 

telecommunications. 

3. Public convenience and necessity require the interLATA and intraLATA sen'ices 

to be offered by applicant. 

4. Applicant is subjC'Ct to: 

a. The current 3.2% surcharge applicable to all intrastate services except 
lor those exdud~ by D.9-1-09-065, as modified by D.95-02-050, to fund 
the Universal Lifeline Telephone Service (PU Code § 879; 
Resolution T-t5799, November 21 / 1995); 

b. The ('urrent 0.36% surcharge applicable to aU intrastate serviCes except 
for those excluded by D.94-09-065, as modified by D.~5-02-0SO,t6 fund 
the California Relay $ervite and Communications Devices Fund (PU 
Code § 2881; Resolution T·I6017, April 9, 1997); 
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(\ The user (ee provided in PU Code §§ 431-435, which is 0.11 % of gross 
intrastate re"enue for the 1996-1997 fiscal year (Resolution M-4782); 

d. The current surcharge applicable to all intrastate scrvict-s eX('('pt for 
those excluded by D.94-09-065, as rnodified by D.9S-0i-050, to fund the 
California High Cost Fund·A (PU Code § 739.30; D.96-10-066, Pl'. 3-4, 
App. 8, Rule I.C; set by Resolution T-15987 at 0.0% for 1997, effectl\'e 
Febnlary 1, 1997.); 

e. The current 2.87% surchatge applicab1e to aU intrastate services except 
(or those excluded by D~94-09-065, as modified by 0.95-02-050, to fund 
the California High Cost Fund-B (0.96-10-066, p. 191, App. B, 
Rule 6.F.); and 

f. The' (urrent 0.41% surcharge"applicable to all intrastate services except 
for those excluded by 0.94-09-065, as modified by 0.95-02-050, to lund 
the California Te!cconned Fund (0.96-10-066, p. 88, ApI" B, Rule 8.G.). 

5. Applicant should be exempted ftom Rule 18(b)'s requirement of serviCe of the 

. application 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 exempted from PU Code §§ 816-830. 

7. Applicant should be exempted from PU Code § 851 when the transfer or 

encumbrance serves to secure debt. 

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

9. In the event applicant changes the status of its 5witchless reseller activitieS (rom 
. . 

nonprofit to for-profit, such a change may subject applicant to the requirements of PU 

Code §§ 851-852. 

10. Because of the public interest in competitive interLATA and intraLATA services, 

the following order should be effective immediately. 

ORDER 

IT IS ORDERED that: 

1. A certificate of public com'cnicnre and necessity (CPCN) is granted to People's 

Advocate, Inc., doing business as PeOplets CornmunicAtion Services (applicant), to 

operate as a reseller of interLocal Ac(css and Transport Art~a (interLATA) 

tcle<:ommunications services, and, to the extent authorized by Decision (D.) 9-1-09-065, 
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.e inlr~llocal Acc{'SS and Tmllsporl Ar~~' (intr,1LATA) tt>lcrommunication servires offered 

by communication common carriers in California. 

2. Applkant shaH file a written aC('Cptancc of the ccrtific"te granted in this 

proceeding. 

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

provision of interLATA and intraLATA service. Applicant may not o((er inter LATA or 

intra LATA service until tariffs arc on iile. 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 not less than one day after filing. Applic.lnt shan comply with the 

provisions in its tariffs. 

b. Applicant is a nondonlinant interexchange carrier (NDIEC). The effecth'cness 

of its futurc tariffs is subject to the schedules set (orth in Ordering 'Paragraph 5 of 

0.90-08-032 (37 CPUC2d 130 at 158), as modified by 0.91-12-013 (42 CPUC2d 2iO al 231) 

and 0.92-06-034 (44 CPUC2d 617 at 618), as (ollows: 

"5. All NDIECs are hereby placed on notice that their California tariff 
filings will be processed in accordance with the foUowing 
ef(ectiveness schedule: 

"a. Inclusion of FCC-approved rates for interstate services in 
California public utilities tarilf schedules shaH become 
effective on one (1) day's notice. 

i'b. Uniform rate reductions for existing services shaH become 
effective on five (5) days· notice. 

lie. Unifonn rate increases, eX<:-epl (or minor rate increases, for 
existing services shall become cffCi:tlve on thirty (30) days' 
notice, amIshaU requirc bill inserts, a mes..qge on the bill 
itself, or first class mail notice to cllstomers of the pending 
increased ra.tes. 

"d. Uniform minor rate increases, as defined in 0.90-11·029, (or 
existing services shaH become c((('(tlve on nOlless than fi\'c 
(5) working days' notice. Customer notification is not 
required for such minor rate increases. 

"e. Advice letter filings (or new services and (or all other types 
of tariff revisions, except changes in text not affecting rates 
or relocations of text in the tariff schedules, shall become 
e((eclivc on forty (40) days' notice. 
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"f. Advice Jetter filings n\erely revising the text or location of 
text material whtch do not cause an increase in any r,1le or 
charge shall become effective on not less than five (5) days' 
notiCe." 

4. Applicant n'ay deviate tron\ the following provisions of GO 96·A: 

(a) paragraph 1I.C.(I)(b), which requires consecutive sheet numbering and prohibits the 

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

Or series of sheets should be used fot each rule." Tariff filings incorporating these 

deviations shan be subject to the approval of the Commission's Telecon\munications 

Division. Tariff filings shall reflect aU fees and surcharges to which applicant is subject, 

as reflected in Conclusion of Law 4. 

5. Applicant shan file as part of its initial tariff, after the e((eclive date of this order 

and consistent with Ordering Paragraph 3, a service area map. 

6. Prior to initiating service .. applicant shall pro\'ide the Comnlission's Consumer 

Services Division with the applicant's designated contact persort(s) tor purposes of 

resolving (oI\Sumer complaints and the contact person's telephone rtun\ber. This 

information shaH be updated annually, or whene\'er the name or telephone number of 

the contact person(s) changes. 

7. \Vithin five days after it first renders interLATA sen'ire to the public, applicant 

shall notify this Commission of that fad ill writing. Applicant shall also give written 

notice to this Cornn\ission of the tact that it has begun to rel\der intraLATA service to 

the public within five days after applicant first renders such service. 

8. Applicant shall keep its books and records in accordance with the Uniform 

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

9. Applicant shalllile an aru\ual report, in compliance with GO 1M-A, on a 

calendar-year basis using the it\fonnation request form developed 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. 
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. e 11. The certificate granted and the authority to render service under the r,ll('sl 

chargcs1 and ntles authorized will expire if not exercised within 12 months after the 

effective date of this order. 

12. The corporate identification number assigned to applicant is U~5778-C which 

shall be included in the caption Qf all original filings with this Commission, and in the 

tittE.'S of other pleadings filed il'lexisting cases. 

13. Within 60 days of the etlective date of this order, applicant shall comply with PU 

Code § 7081 Employee Identification Cardsl and notify the Director of the 

Telecommunications Division in wriling of its compliance. 

14. Appliedi'll is exempted lrom the provisions of PU Code §§ 816-830. 

15. Applicant is exempted from PU Code § 851 (or the transfer or encumbrance of 

propertYI whenever such transfer or encumbrance Serves to secure debt. 

16. AppHcant is exempted ftom Rule 18{b) of the Commission's Rules of Practice and 

Procedure to the extent that the rule requires applicant to sen;e a copy of its application 

on the cities and counties it proposes to operate in and to the extent that the rule 

requires applicant to serve a copy of all exhibits attached to its application on potentia) 

(ompe titors. . 

17. f( applicant is 90 days or more late in filing an annual report or in remitting the 

fC€'S listed in Conclusion of Law 4, the Telecommunications Division shall prepare for 

Commission consideration a resolution that revokes the applicant's CPCN, unless the 

applicant have received the written permission of the Telecommunications Division to 

file or remit late. 

18. The application is granted, as set forth aOO\'('. 
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.19. Application 9~10-037 is dosed. 

This order is effective today. 

Dated June 11, 1997, at San Francisco, California. 
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P. GREGORY CONLON 
PreSident 

JESSIE}. KNIGHT,JR. 
HENRY M. DUQUB 
JOSIAH L. NEEPER 
RICHARD A. BILAS 

Commissioners 



.-

A.96-10-037 A L)/ r-. tCK/jac 

TO; ALL INTEREXCUANGE TELEPHONE UTILItiES 

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

A specific annual report form has not yet been prescribed (or the California 
interexchange telephone utilities. However, you arc hereby directed to submit an 
original and two copies of the information requested in Attachment A no later than 
Match 3151: of the year fonowilig the calendar year for which the annual report is 
submitted. 

Address your report to: 

California Public Utilities Commission 
Auditing and COI1lpliance 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 
arid 2108 of the Public Utilities Code. 

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

Information Requ('Sted of California Interexchange Telephone Utilitics. 

To be filed with the California Public Utilities Col'nmission, 505 Van Ness Avcnue, 
Room 3251, San Francisco, CA 9·H02-3298, no later than ~1arch 31st of the year 
following the calendar year for which the annual report is submitted. 

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

2. Address. 

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 ate kept. 

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

If incorporatedl specify: 

a. Date of filillg articles of incorpOration with the Secretary of State. 

b. State in which Incorporated. 

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

7. Date operations were begUll. 

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. 

b. Publicly held corporation. 

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

11. Income statement tor California operatioi\sfor the calendar year (or whiCh 
information is submitted. 

(END OF ATTACHMENT A) 


