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Decision 97-08-014 August 1, 1997 -
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application )

of Cominex, L.L.C. for a )

Certificate of Public Convenieéence)

and Necessity to Operate as a Apgllcatlon 97-04-006
Reseller of interLATA and (Filed April 4, 1997;
intraLATA Telecommunications Supplemented April 28, 1997)

Services within the State of
RIGINAL
L3

California.

Cominex, L.L. C.~(app11cant), a New Jersey corporation
quallfled to do bu51ness in Calzfoznla. seeks a certxflcate of
public: convenience and necessity (CPCN) under Public Utilities Code
§ 1001 to pEImlt it to resell interLATA and intraLATA telephone
se1v1ces in Ca11f01n1a as a nondomlnant 1nte1exchange carrier
{NDIEC) . Applicant also séeks an exemption from Rule 18(b) of
the Commission's Rules 'of Practice and Procedure to the extent that
this rule requires service of the application on cities and
counties in the proposed service area. By Decision (D.} 84-01-037
(14 CcPUC2d 317 (1984)) and later decisions,_we authorized interLATA
entry generally. However, we limited the authority conferred to
interL.ATA servicé; and we subjected the applicants to the condition
that they not hold themselves out to the public to provide
intral.ATA service. Subséquently, by D.94-09-065, we authorized

OPINION

1 California is divided into ten Local Access and Transport
Areas (LATAs) of various sizes, each containing numerous local
telephone exchanges. "InterLATA" describes services, revenues, and
functions that relate to telécommunications originating in one LATA
and terminating in another. "IntralLATA" describes se1v1ces,
revenues, and functions that relate to telecommunications
originating and terminating within a single LATA.
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competitive intral.ATA services effective January 1, 1995, for
carriers meeting specified criteria. '

The Cbmmissiép'ﬁas established two major criteria for
determining whether a CPCN should be granted. An applicant who is
a switchless reseller2 must demonstrate that it has a minimum of
$25,000 of cash or‘CaSh"eqﬁivalent (as describéd in D.91-10-041, 41
CPUC2d 505 at 520 {1991)), reasonably liquid and readily available
to meet thé firm's start-up expenses. Such applicants shall also
document anf deposits fequired'by LECs or interexchange éarriers
and demonstrate that they have'aaditipﬁal resources to cover all
such deposits. (D.93-05-010, 49 CPUC2d 197 at 208 (1993).) In
addition, an:applicant is required to make a reasonable showing of
technical eéxpertise in‘telecommunicatibné or a related business.

Applicant represents that it has the financial ability to
operate as a switchless reseller. Its April 28, 1997 supplemental
filing shows that applicant has thé minimum $25,000 cash on hand
for its propésedVOperatiOns¢ However, it also shows that"
applicant's current liabilities are substantially larger than its
¢ombined cash on hand and other cﬁrrent'assets. that it is
opérating at a loss, and that it has a negative $254,992 net
equity. In other words, if applicant was to sell all of its assets.
at book value and pay off its debt at face value, applicant would

2 D.93-05-010 defines a switchless reseller as an NDIEC with the
following characteristics: it uses the switch of another carrier;
it usually, but not always, uses ac¢cess circuits that the
underlying carrier purchases from a local exchange carrier (LEC);
it provides servicée in its own name, and its customers view it as
their teléphone company £f6r interLATA and interstate calls.
D.92-06-069 noted that it is possible to control, operate, or
manage telephone lines without owning them. The decision also
notes that résellers which do not own or directly operate their
own telephone wires may still have plant which is owned,
controlled, operated, and/or managed in order to facilitate
communication by telephone. :
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be short $254,992. Contrary to applicant’s ;ebresentation'that it
has ample financial resources, applicant does not have the minimum
$25,000 in uncommltted cash on hand for 1ts proposed opelatlons.
Appllcant's own lack of flnan01a1 strength, in itself, is

no basis for denylng_eppllcant's CPCN_request. Othel similarly
situated applicants have requested. and obtained CPCNs by providing
irrevocable letters of credit or by substantlatlng that their
proposed operat1on would be viable with a lower threshold amount .
Hence, the’ A531gned Adm1n1strat1ve Law Judge (ALJ) issued a
May 8, 1997, ruling which provided app11cant add1t10na1 time, until
June 9, 1997, to. demonsrlate that 1t has a minimum of $25,000 cash
1easonably llquld and 1ead1ly avallable for its proposed
ooelatlons.» : _— :
As ‘of July 8, 1997, appllcant has not tesponded to the
ALJ rullng or demonstrated that it posseSSEb or has access to the
financial lesources, as requ1red by D.91< 10 041. Absent
appllcant's ablllty to ﬁeet the financial 1equ11ement there is no
reason to consider this appllcatlon.ﬂ This appllcatlon Qhould be
denled
Findings of Fact

1. Appllcant seeks a CPCN to operate as a 1ese11er of
interLATA ‘and intraLATA telecommunications services within
California. )

2. A notlce of the f111ng of the appllcatlon appeared in the
Dally Calendat on Apr11 10, 199? »

3. An app11cant who is a switchless reseller must
demonstrate that it has a minimum of $25,000 cash or cash
equiValent'reesOnably-liquid and readily available to meet the
firm's start—ﬁp expenses, _ »

4. Applican;{s‘fihancial,Statements show that its current
liabilities are higher than its current assets, it is operating at
a loss, and it has a negative $254,992 in equity.
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S. Applicant does not have the minimum $25,000 in
uncommitted cash on hand for its proposed operations.

6. An ALJ ruling provided applicant additional time, until
June 9, 1997, to demonstrate that it has a minimum of $25,000 cash
yeasonably liquid and readily available for its proposed
operations.

7. Applicant has not responded to the ALJ ruling or-
demonstrated that it possess or has access to the minimum financial
requirement. o ‘

8. There is no reason to keep this application open.
Conclusion of Law -

The application should be denied becausé applicant has
not demonstrated that it has the financial ability to prOVidé the
proposed service. This order should be made effective upon the
date signed. )

ORDER

IT IS ORDERED that: ,

1. Cominex, L.L.C.'s {(applicant) réquest for a certificate
of public convenience and necessity (CPCN) to operate as a reseller
of interLocal Access and Transport Area and intralLocal Access and.
Transport Avréa telecommunications services within California is
‘denied. This denial is without prejudice to applicant filing a
subsequent new application for a CPCN at such time applicant can
demonstrate that it meets the minimum requirements established for
a CPCN,

2. Application 97-04-006 is closed.

This order is effective today.
Dated August 1, 1997, at San Francisco, California.

P. GREGORY CONLON
President
JESSIE J. KNIGHT, OJR.
"JOSIAH 1L, NEEPER -
RICHARD A. BILAS
Commissioners
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OPINION

 Cominex, L.L.C. (appI{Cant), a New Jersey corporation
qualified to do busihess”in'ééiifqrnia, seeks a cettifiééthQf _
public convenience and necessity (CPCN) under Public Utilitiés Code
§ 1001 to permit it to resell interLATA and intraLATA telephone
services in California'asja nondominant intetexchange'carrier
(NDIEC);1 Applicant also seeks an exemption from Rule 18(b) of
the Commission's Rules of Practice and Procedure to the extent that
this rule requires service of the application on cities and
counties in the proposed service area. By Decision (D.) 84-01-037
{14 cPuUC2d 317 (1984)) and later 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 themselves out to the public to provide
intralATA servicé. Subsequently, by D.94-09-065, we authorized

1 California is divided into ten Local Access and Transport
Areas (LATAs) of various sizes, each containing numerous local
telephone exchanges. "InterLATA" describes services, revenues, and
functions that relate to telecommunications originating in one LATA
and terminating in another. "IntralLATA" describes services,
revenues, and functions that relate to telecommunications
originating and terminating within a single LATA.
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competitive intraL@TA services effective January 1, 1995, for
carriers meeting specified criteria. - ‘

The Commission has established two major criteria for
determining whether a CPCN should be granted. An applicant who is
a switchless ’reseller2 must demonstrate that it has a minimum of
$25,000 of cash or cash eguivalent (as described in D.91-10-041, 43
. CPUC2d 505 at 520 (1991)), reasonably liquid and readily available
to meet the firm's start-up expenses. Such applicants shall also
. document any deposits required by LECs or inteieXChahge carriers
and demonstrate that they have additional resources to cover alil
such deposits. (D.93-05-010, 49 CPUC2d 197 at 208 (1993).) In
addition, an applicant is reqﬁired to make a reasonable showing of
technical expertise in telecommunications or a related business.

Applicant represents that it has the financial ébility to
operate as a switchless reseller. Its April 28, 1997 supplemental
filing shows that applicant has the minimum'$25,000\cash>cn hand
for its proposed opetétions. However, it also shows that
applicant's current liabilities are subétantially larger than its
combined cash on hand and other current assets, that- it is
opérating at a loss, and that it has a negative $254,992 net
equity. In other words, if applicant was to sell all of its assets
at book value and pay off its debt at face value, applicant would

2 D.93-05-010 defines a switchless reseller as an NDIEC with the
following characteristics: it uses the switch of ancother carrier;
it usually, but not always, uses access circuits that the
underlying carrier purchases from a local exchange carrier (LEC);
it provides service in its own name, and its customers view it as
their telephone company for interLATA and interstate calls.
D.92-06-069 noted that it is possible to control, operate, or
manage telephone lines without owning them. The decision also
notes that resellers which do not own or directly operate their
own telephone wires may still have plant which is owned,
controlled, operated, and/or managed in order to facilitate
communication by telephone.
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be short $254,992. Contrary to‘éppliCant's representation that it
has ample financial resoulces, appllcant does not have the mininmum
$25,000 in uncommitted cash on hand for its ploposed opérations.
Applicant's own lack of financial strength, in itself, is
no basis for denying applicant's CPCN requést. Other similarly
sitvated applicants have requested and obtained CPCNs by p10v1d1ng
irrevocable letters of credit or by substantiating that their
proposed operation would be viable with a lower thleshold amount .
Hence, the Assigned Administrative Law Judge (ALJ) 1ssued a
‘May 8, 1997, rullng which plOVlded applicant add1t1onal tzme, unt11
June 9, 1997, to demonstlate that it has a mxnimum of $25 000 cash
reasonably llquld and xeadlly available for its proposed

operations.

as of July 8, 1997, applicant has not’ résponded to the
ALJ ruling or demonstrated that it possesses or has access to the
financial resources, as. required by D.91- 10- 041. Absent
applicant’s ability to meet the financial requlrement thére is no

réason to consider this appllcatlon This appllcatlon should be
denied.
Findings of Pact ,

1. Applicant seeks a CPCN to opelate as a rese11e1 of
interLATA and intralATA telecommunications services within
California. : |

2. A notice of the filing of the appllcation appeared in the
Daily Calendar on April 10, 1997.

3. An applicant who is a switchless reseller must
demonstrate that it has a minimum of $25,000 cash or cash
equivalent reasonably liquid and readily available to meet the
firm’s start-up expenses. »

4. Applicant's financial statements show that its current
liabilities are higher than its current assets, it is operating at
a loss, and it has a negative $254,992 in equity. |
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S. Applicant does not have the minimum $25,000 in
uncormitted cash on hand for its proposed operations.

6. An ALJ ruling provided applicant additional time, until
June 9, 1997, to demonstrate that it has a minimum of $25,000 cash
reasonably liquid and readily available for its proposed
| operations,
' 7. Applicant has not responded to the ALJ ruling or
demonstrated that it possess or has access to the minimum financial
requirement. o

8. 'There is no reason to keep this application open.
Conclusion of Law , ,

The application should be déhieé:béCaﬁse applicant has
hot demonstrated that it has the”finaqcial‘ability to provide the
proposed service. This order should be made effective upon the
date signed.

ORDER

IT IS ORDERED that: ,

1. ComineX, L.L.C.'s (applicant) requést for a certificate
of public'éonvenieﬁce and neceséity {CPCR) to6 operate as a reséller
of interLocal AcCeés and Transport Area and intréLocél Acéess and
Transport Areéa telecommunications seérvices within California is
denied. ThiS'denial is without préjudice to applicant’fiiing a
subsequent new application for a CPCN at such time applicant ¢can
demonstrate that it meets the minimum requirements established for
a CPCN. '

2. Application 97-04-006 is closed.

This order is effective today.
Dated August 1, 1997,.at San Francisco, California.

P. GREGORY CONLON
President
JESSIE J. KNIGHT, JR.
HENRY M. DUQUE - -
JOSIAH 1.. NEEPER
RICHARD A. BILAS
Commissioners




