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Dl'Cision 97-{)6{l36 June- II, 1997 

Monett 
'JUN 1 1 1997 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application of The Southland 
Corporation (or a Certificate of Public Con\'enience and 
Necessity to Operate as a Reseller of . 
Telecommunications ServiC'CS within California. 

OPINION 

Application 97-O}-{)5() 
(Filed January 31,1997) 

The Southland Corporation, (applitimt) a Texas·corporation" qualified to . 

do business in California, seeks a certificate of public convenience and neceSsity (CPCN) 

under Public Utilities (PU) Code § 1001 to perrilit it to rescB interLATA and intraLATA 

telecommunications services in California.' App~icant also seeks partial exemption from 

Rule 18(b} of the Commission's Rules of Practice and Procedure to the extent that this 

. e rule requires the service of this application on cities and counties in the proposed 

service area. 

····e 

By Decision (D.) 84-01-037 (14 CPUC2d 317 (1984» andlater decisions, we 

authorized interLATA entry generally. However, we limited the authority conferred to 

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

themseh'es out to the public to provide intra LATA service. Subsequently, by 

D.9-1-09-065, we authorized oompetitive intraLATA services effective January IJ 1995, 

for carriers meeting specified criteria. 

I California is divided into ten loCal Access and Transport A~eas '(LA TAs) of Various sizes, each 
containing numerouS local telephone exchanges. "lnterLATA" desCribes serviceS, te\'enues, 
and functions that relate to telC«>n\I'J\utUtatl6ns Originating in one LATA and ternunating in 
another. "IntraLATA" describes services, revenues, and functions that relate to 
tetcromn\unications originating and terminating within a single LATA. 
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The Commission has cst"blished two major criteria for delermining 

whether a CrCN should be granted. An applicant who is a switch less rescBert must 

demonstrate that it has a minimum of $25,OOCl of cash or cash equivalent (as described in 

D.91-10-0-Il, 41 CPUC2d 505 at 520 (1991», reasonabl)'liquid and readily available to 

meet the firm's start·up expenses. Such app1itanls shall also document any deposits 

required by LEes or IECs and demonstrate that they have additional resources tooovet 

all s~ch deposits. (D.93-05-010, 49 CPUC2d 197 at 20$ (1993).) In addition, an applicant 

is required to make a :reasonable shoWing of technical expertise in tele<Qtnmunications 

.or a related business. 

As part of its application, applicant provided the financial statements of 

itsetl and its subsidiaries, consisting of the ronsolldated balance sheets, Consolidated 

statements of earning and consolidated statements of cash flOl\' demo!lStrating 

applical'lt's financial picture as of September 30, 1996. This indicates that applicant has 

more than $25,000 consisting of cash. It satisfies our criteria for being reasonably liquid 

and readily available to meet the applicanes needs. 

Applicant has provided infomlation on its key managers indicating their 

extensh'e business and management experience. It can be summarized as (oHows: 

a. Masatoshi It(), Chairman of the Board and director of applicant since 
March 5, 1991, is also director and Honorary Chairman of Ito-Yokado 
Group, which includes Ito- Yokado Co., Ltd., Se\'en-Eleven Japan Co., 
Ltd. And Denny's Japan Co., Ltd., as well as other ronipanies. He has 
almost 40 years· business management experience, 

10.93-05-010 defines a switchlcss rescUer as a nondorrunant intetexchange carrier (NOIEC) 
with the following characteristics: it uses the switch of another carrier; it usu-aUy, but not 
always, uses access circuits thalthe und~rl}ing carrier purchases (rom a local exchange carrier 
(LEe), it provides service in its 6\\'fl name, and its customers view it as their telephone 
company fot interLATA and interstate calls. 0.92-06-069 noted that it is possible tooorttro), 
operate, or manage telephone lines without owning them. The decision also notes ~at rescUers 
which d(,> not own (It directly operate their ()\vn telephone \vires may still have plant \""hkh is 
ownedl controlled, opera too, and/or managed in order to facilitate communication by 
telephone. 
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b. Clark J. l-.1aUhews1 II , has been a dirC'Ctor of applicant since March 5, 
1991, and (rom 1981 until D\."'«>mber IS, 1987. Be has b('('n president 
and chief executive officer sin(e March 5, 1991 and sc<:cetary sin(e 
April 26, 1995.l-.tauhews has h('('n an enlplo)'cc of applicant since 1965; 
executive vite president and chief financial officet (rom 1979 to 1991; 
and vice president arid general (Ounset (rom 1973 to 1979. 

c. Stephen B. Krumholz, exC(utive vice president and chief operating 
officer has held this position with applicant since June 199'3. He served 
as senior vice president, Operations, from August 1992 to June 1993. 
For the previous 20 yearsl he held various management positions. 

Additionally, in a ~farch 25, 1997 supplement to the application, applicant 

stated"that it is not required to post" a deposit with any local exchange Companies or 

IECs. It also represented that while it had filed a voluntary petition lor relief under 

Chapter 11 of the U.S. Bankruptcy Code andemetged in early 1991, no one associated 

with or employed by applicant , .. 'as previousl}' associated "with a NDIEC that filed for 

bankruptCy or went out of business." 

\Ve will authorize the irlterLATA and iiltraLATA services that applicant 

seeks to provide. 

Findings 6f Fatt 

1. Applicant served a copy of the application upon 102 telephone corporations 

with which it is likely to compete. 

2. A notice (,f the filing of the applicatlon appeared in the Daily Calendar on 

February 6, 1997. 

3. No protests have been filed. 

4. A hearing is not reqUired. 

5. By prior C6mn\ission dedsionsl we authorized competition in providing 

interLATA t~lecomn\uilications service but generally barred offering such service from 

holding oufto the public the provision of intraLATA service. 

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

January t, 19951 for carriers meeting specified criteria. 

7. Applicant has demonstrated that it has a minimum of $i51OOO of cash and cash 

._ equivalents, reasonably liquid and readily available to meet its start-up expenSes. 
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8. Applicant's technical cxperience consists of thrre managers with a combined 

experience of over 30 ycars in business managemcnt. 

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

initial tariff which cornpJies with the requirements established b}' the Commission 

including prohibitions on unreasonable deposit requirements. 

10. Applicant has represented that no one associated with or employed by applicant 

was previously associated with an NDIEC that filed (or bankruptc)' or went out of 

busineSs. 

11. Since no facilities are to be constructed, it can be seen with certainty that the 

proposed operation will not have a significant effect upon the environment. 

12. The Commission has routinely granted NDIECs, such as applicant, an exemption 

ftom Rule 18(b) where no construction is involved to the extent that the rule requires 

applicant to serve a copy of it~ application on dties and counties in the proposed service 

area and to the extent that it requites applicant to provide a conformed a)P>' of all 

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

13. Exemption from the prOVisions of PU Code §§ 816-830 has been granted to other 

resellcis. (Su, e.g., 0.86-10-007 and D.88-12-076.) 
. 

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

exempted from the requirements of PU Code § 851 whene\'cr such transfer or 

encumbrance services to secure debt. (See D.85-11-Q.l4.) 

Conclusions of taw 

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

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

business. 

3. Public conveniellce and necessity require the interLATA and intraLATA services 

to be offered by applicant. 
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4. Applicant is subjfXt to: 

a. The current 3.2% surcharge applicable to aU intr,lslate scr\'i('('s ex('('pl 
(or those excluded by 0.9-1-09-065, as modified b)' D.95-02-05O, to fund 
the Universal Lifeline Telephone Service (PU Code § 879i 
Resolution T-15799, November 21, 1995); 

b. The current 0.36% surcharge applicable to all intrastate scrviccs except 
for those excluded by 0.94-09-065, as modified by D.95-0~-050, to fund 
the California Relay Service and Communkatlons De\,jccs Fund (PU 
Code § 2881; Resolution T-I6017, Apri19, 1997); 

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 current surcharge applicable to aU intrastate servi('('S exccpt for 
those excluded by 0.94-09-065, as modified by 0.95-02-050, to fund the 
California High Cost Fund-A (PO Code § 739.30; 0.96-10-066, pp. 3-4, 
App. B, Rule I.C; set by Resolution T-15987 at 0.0% for 1997, effective 
February 1, 1997); 

c. The current 2.8'7% surcharge applicable to all intrastate services except 
fOLthosecxcluded by 0.94-09-065, as modified by 0.95-02450, to flmd 
the Ca1i(ornia High Cost Fund-B (0.96-10-066, pp. 1911 App. B, Rule 
6.F.);and 

f. The current 0.41% surcharge appJicable to all intrastate services ex«,pt 
(or those excluded by 0.94-09-065, as modified by 0.95-0i-050, to fund 
the California Tele<:oMect Fund (0.96-10-066, p. 88, App. B, R\l!e 8.G.). 

5. Applicant should be exempted frOI1\ Rule 18(b)'s requirement of Si'fvice of the 

application on dties 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 trclnsfer or 

encumbr .. mce serves to secure debt. 

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

9. Because of the public interest in competitive intcrLATA and intraLATA servkes, 

the following order should be effective immediately. 
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ORDER 

IT IS ORDERED that: 

1. A certlficateof public convenience and necessity (CPCN) is granted to The 

Southland Corporation (applicant) to operate as a reseller of interlocal Access and 

Transport Area (interLATA) and, to the extent authorized by IA~ision (D.) 9-l-09~06S, 

intraLocal Access and Transport Area (intra LATA) tele<:ommunkation services offered 

by communication cOmmon carriers in California. 

2. Applicant shall liIe a written accep'tance of the certificate granted in this 

proceeding. 

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

provision of interLATA and intraLA t A service. Applicant may not offer interLATA 

and/or intraLATA service until tariffs are on file. Applicant's initial filing shall be made 

in accordance \vith General Oider (GO) 9frA, excluding Sections IV, V, and VI, and 

shall be effecti\fe-ri6t less than one day after lifirtg.Kp pJita!rt -~hall comply \~ith the 

proVisions in its tariffs. 

h. Applicant is a nondominant interexchange carrier (NDIEC). The clfccth'encss 

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

0.90-08-032 (37 CPUC2d 130 at 158), as modified by 0.91-12-<>13 (42 cpudd 220 at 231) 

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

"5. All NDIECs are hereby placed on notice that their California tariff 
filings will be processed in a~<:otdance with the following 
effectiveness schedule: 

"a. Inclusion of FCC-approved rates for interstate services in 
California public utiHtil's tariff schedules shall become 
effective on one (I) day's notice. 

"b. Uniform rate reductions f~r existing services shall become 
effective on five (5) days' notice. 

"c. Uniforn) rate increases, except for minor rate increases, for 
existing services shall become effective on thirty (30) days' 
notice, and shall require bill inserts, a message on the bill 
itself, or first class mail notice to customers of the pending 
increased rales. 
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i'd. Uniform minor r,lle incre.lsC'S, as dC'finoo in 0.90-11-029, (or 
exisUng services shall become dfecth'c on noll('ss than (i\'e 
(5) working days' noHre. Customer notific.ltion is not 
required for such minor rate increases. 

lie. Advice letter filings for new servires and (or all other types 
of tarif£ revisions, except changes in text not affecting r.ltes 
or relocations of text in the tariff schooules, shall berome 
effective on forty (40) days' notice. 

"f. Advice letler filings merely rc"\'ising the lext or location of 
text material whkh do not cause an increase in any rate or 
charge shan become effective on not less than five (5) days' 
notice." 

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

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

reuse of sheet numbers, and (b) paragraph II.C.(4), \\'hkh requires that "a separate sheet 

or series of sheets should be used for each rule." Tariff filings inrorporating these 

deviations shall be subject to the approval of the Commission's Telcrommunicatlons 

Division. Tariff filings shaH reflect aU fees and surcharges to which applicant is subjC<'t, 

as reflccted in Conclusion of Law 4. 

5. Applicant shalllile as part of its initial tariff, after the effective date of this order 

and consistent with Ordering Paragraph 3, a sen'ice area map. 
6. Prior to initiating service, applicant shall provide the Commission's Consumer 

Services Division with the applicant's designated contact person(s) (ot purposes of 

resolving consumer complaints and the correspondtng telephone number. This 

information shall be updated if the "arne or telephone number changes or at least 

annually. 

7. Applicant shall notify this Conlmission in writing of the date il\terLATA service 

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

days of when intraLATA service begins. 

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. In the event the books and records of the applicant are required for inspection 

by the Commission or its staff, applicant s'hall either produce such records at the 
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Commission1s offiC\.~ or rcirnburse the Comrnission (or the reasonable costs incurred in 

ha\'ing Commission staft travel to appJic~'nt's office. 

10. Applicant shall (He an annual report, in compliance with GO 10-l-A, on a 

calendar-year basis using the infornlation request (orm dc\'cloped by the Commission 

Staff and contained in Attachment A. 

11. Applicant shaH ensure that its en\ployees comply Wlth the provisions of Public 

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

12. The certificate granted and the authority to render service under the ratt'S, 

charges
l 
and rules authorized wiUexpire if not exercised within 12 months after the 

effecti\'e date of this order. 

13. The corporate identification number assigned to applicant is U-S7S8-C which 

shaH be included in the caption of aU origirtat filings with thts Commission, and in the 

titles of other pleadings filed in existing cases. 

14. \Vithin 60 days of the e((ective date of this order, applicant shaUromply with PU 

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

Teleromn\unicationS Division in writing of its compliance. 

15. Applicant is exempted Irom the proVisions of PU Code §§ 816-830. 

16. Applkant is exempted (rom PU Code § 851 for the transfer or encumbrance of 

property, whenever such tranSfer or encun\brance serves to secure debt. 

17. In response to the applicant's request for waiver, applicant is exempted from 

Rule IS(b) of the CommiSSIon's Rules of Practice and Procedure to the extent that the 

rule requires applicant to serve a copy of its application on the Cities and counties it 

proposes to oper~'te in and to the extent that the ntle requites applicant to serve a copy 

of all exhibits attached to its application on pOtential competitors. 

18. II appliCant is 90 days or more late in filing an annual report or in remitting the 

fees listed in Conclusion of Law 4, Telecommunications Division shaH prepare for 

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

applicant has reCeived the written permission of Teleconlmunications Division to file or 

remit late. 
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19. The applic~'\tion is granted, as set forth above. 

20. Application 97·01-050 Is closed. 

This ordN is dfective today. 

Dated June 1 I, 1997, at San Francisco, California. 
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P. GREGORY CONLON 
. . President 

JESSm J. KNIGHr, JR. 
HENRV'M.DtJQUE 
JOSIAli L. NEEPER 
RICHARD A. SILAS 

Commissioners 



A.97·0I·0SO ALl/JAR/gab 

To. ALL INTEREXCHANGE TELEPHONE UflLmES 

Article 5 of the Public Utilities Code grants authority to the California Public Utilities 
CommLc;sion to requite all public U\iJjt.ies doing businf."SS in California to file reports as 
specified by the Commission on the uW~!ies' California opcratiol\S . 

./~( 

A specific annual report {orm h~s not yet beeri prescribed (or the California interexchange 
telephone utiHties. However, YOll are hereby directed to submit anonginal and two copies 
of the infomlation requested. in Attachn\ent A no latet than March 31

st 
of the yeat following 

the calend ar year {or which the annual report is submitted. 

Address your report to: 

California Public Utilities COn\Jl'I.issioI\ 
Auditing and Compliance Branch, Room 3251 
505 Van Ness Avenue 
San Francisco, CA 94102-3298 

Failure to "Ie this iruom\ation 01\ tin\e 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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ATIACHMENT A 

Information Rcqurstoo of California Interexchange Telephone Utiliti~. 

To be filed with -the California Public Utilities Comml'5ion,505 Van Nt"'SS A\,enue, 
Roon\ 3251, &'\n Francisco, CA 9-1102-3298, no later than ~t.u('h 31st of the )'e.lr following 
the c.llendar year (or which the annual report is s\1bmit100. 

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

2. Address. 

3. Name, title, address, and telephone number of the person to be contacted 
conceming 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. 

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

It incorporated, specify; 

a. D.lte of filing artid('S of incorporati6n with the Secretary of State. 

b. State in which incorporated. 

6. Comn\ission decision number granting operating authority and the date of 
that decision. 

7. Date operations were begun. 

8. fA~cription of other business activities in which the utility is engaged. 

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

a. Regulated. public utility. 

b. Publicly held corporation. 

10. Balance sheet as of lA~n\ber 31st of the year (or which information is 
submitted. 

11. Inconlc statement (ot California operations (or the calendar year (or which 
information is submitted. 

(END OF A TI' ACHMENT A) 


