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[A"X'ision 97-08-020 A\lgUS\ I, 1997 

Mailed 

'AUG 0'1 1997.' 

BEFORE THE PUBLIC U~L1TIE.S COMMISSION OF THE {t1;r;,~m:IJ<tfNf0RNIA 
In Ihe MaUer of Ihe App\!cah<>n of US X~h.nge of WJW1JlR]uooill 
California, L.L.C. For a Certificate of Public 
Convenience and Necessity to Provide All Forms of 
Resold IntraLATA and InterLATA . 
TelecOmmunications Services \Vithin the State of 
California. 

OPINION 

Application 97.oo-Q14 
(Filed. March 11, 1997) 

us Xchange of Callfomia, L.L.C. (applicant), a foreign limited-liability 

corporation with a certificate of qualification to do business in California, seeks a 

certificate of public convenience and Tle<:essity (CPCN) under Public Utilities (PU) Cooe 

§ 1001 to permit it to teseU intcrLATA and inttaLATA telephone serviCes in California.' 

e Applicant, at least initially, will offer intcrexchange services to its subscribers through 

e the resale of other carriers' facilities and network elements in conjunction with its 

installation and utilization of a Class 5 switch which will provide both tandem and end-

office functions. 

By lA"'Cision (D.) 84-01-037 (14 CPUC2d 317 (1984» and later decisions, ,~e 

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 

themselves out to the public to provide intraLATA service. Subsequently, by 

0.94-09-065, we authorized competitive intraLATA services effective January I, 1995, 

for couriers meeting specified criteria. 

'California is divided into ten Local Ao...~ ar.dTransport Areas (LA TAs) of \!arious sizes, each 
containing numerous local telephone exchanges. "IntgrLATA" descri~ services, re\'enues, 
and functions that relate to teJecommuniCations originating in one LAtA and terminating in 
another. "lntraLATA" desCribeS SE'i ... i<:es, rc\'enties, and functions thAt relate to . 
teJeronm\unkations originating and terminating within a single lATA. 
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The CommissIon h:ls ('sti\blishcd two major criteria for determining whether a 

CPCN should be granted. The app1ic<\I'\t must demonstrate that it has a minimllm of 
.. p ,.. .. • .. .. 

$lod,@ of ~Ash or ~ash Cqui\'al('nt (as describC'd in D.91·10-011, Appendix A, 
, ;,A" ~ '; .. , , " , 

paijgl.;r~h·5.t (4 fCrUOd 505 at 520», reasonably liquid and readily available to meet 

the firm's start-up expenses. Such applicants shall also document any deposits required 

b}' LECs or interexchangecarrieis (IECs) arid demonstrate that theyha\'c additional 

resources to COVer all such deposits. Any applicant who can demonstrate that $100,000 

of cash is not needed for its iirst year oi operation, may be grartted a CPCN with a lesser 

amount, baSed on the sufficiency i~uirements set forth in Ordering Paragraph La of 

D.91-10-M 1. In addition, an applicant is required to make a reasOI\abJe showing of 

technical expertise in teleeOmn'lllnications or a related business. (D.90-08-032, 

37 CPUc2d (130, at i47-48, 156, 158).) 

As pait of its appJicatibn, applicant includ('S the gllarantee of its parent, 

US Xchange, L.L.C., stating 'that it will have access to a total of $100,000.00 for a twelve 

month period of lime following the date US Xchange o( California, L.L.C. ieeeiv('$ a 

CPCN. The balance sheet of US Xchange, L.L.C. at December 31, 1996. shows total 

assets of $6i,748,912i which includes cash of $284, 188. This indicates the parent has the 

cash available to meet its financial guarantee. It satisfies our criteria (or being 

reasonably liquid and readily available to mc-et the applicant's needs. 

Applicant has provided lnionnation on its ntanagers' experience, sumn\arized as 

foHows: 

Chief Executive Officer is Ronald VanderPol. ValtderPol formed US Xchange 

L.L.C., the parerit company of US Xchailge's operating affiliates, in 1996 to provide 

through itself and its affiliates (ompctith'e local exchange and interexchange 

tele(ommunications throughout the United Stat('$. VanderPol has extensive experience 

since 1983 in forming and operating successful telffomn1unications companies. 

Chief Operating Officer Richard Postma received his law degree from the 

University of Michigan in .1975 and has acted as General Counsel to 

telecommunications (ompai\ies since 1985. 
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ExC(uli\'e Vice PrcstdC'ot D.1Vid J. EastC'r has considcr,lbte tN'hnic,ll and 

managerial experience in all facets of the telN'Omn\\mirations industry. SpN'ifk,'Uy, he 

has more than tcn years of experience overseeing network operations (or scveral 

successful start up telcoomrnunk~,tions companies providing a "ariet}' of scrvires 

including interexchange, competitive a«ess and local exchange services. 

\Ve will authorize the interLATA and intraLATA scr\'ires that applicant seeks to 

provide. 

Findings of Fact 

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

March 14, 1997. 

2. No protests have been filed. 

3. A hearing is not required. 

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

intertATA telecomnumications service but generally barred those offerillg such service 

e from holding out to the public the provision of intraLATA service. 

e 5. By D.94-09-065, We authorized competitive intraLATA services effective 

January 1, 1995, lor carriers meeting specified criteria. 

6. Applicant has demonstrated that it has a rninimum ot$tOO,OOO of cash, 

reasonably liquid and readily a,'ailabte to ('neet its start-up expenses. 

7. Applicanes technical experience consists of three employees with a combined 

experience of oVer 20 years in telecommunications. 

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

initial tariff which complies with the requirements established by the Comn\ission 

including prohibitions on unreasonable deposit requirements. 

9. Applicant has represented that 1\6 one associated with or employed by applicant 

was previously associated with an NDIEe that filed for bankruptcy or went out of 

business. 

to. US Exchange of California, L.L.C. does not preSE'ntly have any permanent plan 

~. __ for constructing facilities in the State of California. In the event US Xchartge of 
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California, L.L.C. creates a plan (or constructing its own faciHtiC's, US Xchangc of 

California, L.L.C. will provide the Con,mission with a colllpJete environmental 

assessment of the proposed facilities prior to construction, and would comply with all 

relevant regulatioJ\s. Since no facilities are to be constructed, it can be seen with 

certainty that the proposed operation , .... ill not have a significant efled upon the 

enVironment. 

11. By 0.97-06-107, applicants for NDIEC authority ate exempt from Rule IS(b). 

12. Exemption from the pr~visions of PU Code §§ 816-830 has been granted to other 

reseHers. (Stt', e.g'l D.86-1(}-OO7 and D.88-1~-076.) 

13. The transfer or encumbrance of property of not\dominant carriers has been 

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

encumbrance serves to secure debt. (Sri D.SS-l1-o.w.) 

ConclusiOns of Law 

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

• 

2. Applicant has Inade a reasonable showing of technical expertise in e 
telecommunications lor in a related business). e 

3. Public convenience and J\CC(>ssity rcquirethe (interLAtA] [and) [intraLATA1 

service(s) to be offered by applicant. 

4. Applicant is subject to: 

a. The (urrent 3.2% surcharge applicable to all intrastate services except 
for thos.e excluded by 0.94-09-0651 as modified by 0.95-02-0501 to fund 
the Universal Lifeline Telephone ServiCe (PU Code § 879; 
Resolution T-15799, November 211 1995); 

b. The current 0.36% surcharge applicable to all intrastate services except 
(or those excluded by D.94-09-065, as modified by D.95-02-O""~, to fund 
the California Relay Service and CommuniCations DeVices Fund (PU 
Code § 2881; Resolution T-160171 Aprl19, 1997); 

c. The user fee provided In PU Code §§ 431 ~435, which is 0.11 % of gto~ 
intrastate rc\tenue for the 1~7-1998 Ciscal year (Resolution M-4786)i 

d. The (urient surcharge~pplicable to all intrastat~ servicesex~pt tor 
those excluded by 0.94-09-065, as modified by 0.95-02-050, t6 fund the 
California High Cost Fund-A (PU Code § 739.30i 0.96-10-066, pp. 3-4, 
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App. B, Rule l.Ci set by Resolution T·15987 at 0.0% (or 1997, ('{{ective 
Febntary I, 1997); 

c. The current 2.87% surchMge applicable to all intrast~te servires except 
for 'hoSe eXcluded by 0.9-1-09-065, as mooified by 0.95-0~-05(), to fund 
the California High Cost Fund-B (0.96-10-066, p. 191, App. B, 
Rule 6.F.); and 

f. The current 0.41% surcharge appJicable to aU'intra$tate $ervkes except 
(or those excluded by D.94..09-065, as mOdified by 0.95-02-050, to fund 
the Califomia Teleconnect Fund (D.96-10-066, p. 88, App. B, Rule 8.G.). 

5. Applicant' is exe'mpt from Rule 18{b). 

6. AppHcaiu should be exempted from PU Code '§§ 816-830. 

7. Applicant should be exempted from PU Code § 85i \\·hell the transfer or 

encumbrance serves to secure debt. 

8. The appli~ation shouldbe gra~ted to the extent set forth below. 

9. BeCause of the public interest in rompetitjVe interLATA and intra LATA services, 

the following order should be effeCtive immediately. 

-0 R D E R 

IT IS ORDERED that: 

1. A certificate o( public cOlwenience and necessity (CPCN) is granted to US 
, " 

Xchange of California, L.t.C. (applicant) to operate as a reselter of interLocal Access and· 
. _.' 

Transport Area (interLATA) and, to the exte~t authorized by Decision (0.) 94:-09-065, 

intra Local Actess and Transport Area {intraLA tAl telecommunicatlon services offered 
. . 

by communication common carriers in California. 

2. Applicant shall file a written acceptance of the certificate granted in this 

proceeding. 

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

pro~ision of interLA t A and intra LATA ~rvice. Applicant rna}; not of(et interLA t A 

and inttaLATA service until tari((s are on file. Applicant's ,initial filing shall be made in 

accordance with General Order (GO) 96-A, excluding Sections IV,V, and VIj and shall 
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be effcdh'c not less than one day after fUing. Applic"nl shall comply with the 

provisions In its ,tariffs. " 

b. Applicant Is artondomtnant intetexchan'ge carrier (N"DIEC). The effectiveness 

of its future ta"nUs Is subject to the sch~Ules set forth in Ordering I\u~graph 5 of 

.0.90-08-032 (37CP0C2d 130 at 158), as modified by 0.9)-12-013 (42 CPUC2d 220 at ill) 

and 0.92-06-004(44 ,~PUcid 617 a~ 618):" ~"' 
I'S.AlfNDIECs ~re her-ebVplaced on notice that thei~ California tariff 

filings will bep~oceSsed in accordance with the following 
effectiveness schedule: " 

." . . ~ 

lIa. Indusi~~6f fCC~~pprox~ ~ates tot int~rs\ate services in 
California public uHli~Jes tariff schedules shall be«)n\e 
effective on one (1) day's notice. , 

"b. "Uniforil\rat~ ieducti6~ for existing servkesshaU b«ome 
effeCtive on five (5) days' notice. "., 

IIC. Uniforin tat~ ir\cr~a:ses, :e~tePt f<ir"inh\6t iate inctea~s/(ot "" 
existing serviceS shall become,e{f~tlve on thirty (30) days' " 
notice, and shall tequlre bill inserts, a mes..~ge tin the bill " 
itself; 6r first class mail notice to customers of the pending 
increased rates. 

lid. "Uniform minor tate i"ncreases, as definc(fin' 0.90-11 ~029, for 
existing services shall becorrlc"eifective on not It'SS than "five 
(5) working days' 1\9tice. Custornernot{fication is not 
required (ot suchn'iinor rate increases. 

lie. Advice letter filings (01' new services and lot all other types 
of tarit( revisions, exc:ept changes in t~xt "not affecting rates 
or rel6Cations of text in the tariff Schedules, shall be<::ome 
effective on forty (40) days' notIce. 

"f. Advice lette"rEilings merely tevisirtg the text or locatron of 
text materia) which do I\ot cause an increase in any rate Or 

charge shaHbe<X>me effective on not less than five (5) da)'s' 
notice." 

4. Applkanl may deviate frbiri the following prOVisions o( GO 96-A: 

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

reUse 01 sheet numbers, and (b) paragraph n.C.(4), which requites thal"a 'separate sheet 

"or Series (){ sh~ts should be t~sed. foteach 'rule/' Tariff filings intoiporatirigthese 

deviations shaH be subject to the approval of the Commission's Teleeomnlunkations 
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Dh'ision. Tariff filings shall reflect nil (ccs and surcharges to which applicant Is subject, 

as reflected in Conclusion o( Law 4. Applicant Is also exempt (rom GO 96-A, 

par,\graph III.G.(I) and (2) whtch requires service of advice letters on competing and 

adjacent utilitics, unless such utilities have spccificaliy requested such service. 

S. Applicant shall file as part of its initial tarift, aftet' the effective date of this order 

and consistent with Ordering Paragraph 3, a 5ef'iice area map. 

6. Prior to initiating service, applicant shall provide the Commission's ConSumer 

Services Division·with the applicant's designated contact per~n(s) for purposes of 

resOlving consumer complaints and the corresponding telephone number. This 

information shall be updated it the name ot telephone number changes or at least 

annually. 

7. Applicant shall notify this Commission in writing of the date interLATA serviCe 

is first tendered to the pUblic \\~ithinfive days after Service begins and again within five 

days of when intra LATA service begins. 

8. AppJicant shall ket>p its books and records in accordance with the Uniform 

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

9. In the event the books and retordsof the applicant are t~uired (ot inspection by 

the Commission or its staff, applicant shall either produce such records at the 

COn\n\ission's offices or reimburse the Commission for the reasonable costs incun:ed in 

having ComIi\ission staff travel to applicaries office. 

10. Applicant shall file an annual report} in rompliance with GO 1M-A, on a 

calendar-year basis using the information'request form developed by the Commission 

Staff and contained in Attachment A. 

11. Applicant shall enSUre that its emplo)'Cf's co['nply with 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 rates, 

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

elfective date of this order . 
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13. The (orporate identiff~ation number C\ssigncd to appHCal\t is U·SS23-C whkh 

shall be included it, the caption of aU original filings with this Commission, and in the 

titles of other pleadings tiled in exi~ting caS('s. 

14. \Vithin 60 days of the effcctive date of this order, applicant shall comply with ru 
Code § 70s, Emplo}'cc Identifk'ltion Cards, al\d notify t~e Oiredor of the 

Telecommunications Division in writing of its compliance. 

15. Applicant is exempted from the provisions-of PU Code §§ 816-830. 

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

property, whenever such transfer orencumbrancc serves to secure dt"bt. 

17. Applicant is exempt fron\ Rule 18(b) of the Commission's Rules of Practice and 

Procedure. 

18. If applicant is 90 days or n\ore late in filing an annual report or in ren\itting the 

lees listed in Conclusion of Law 4, Telecommunications Division shall prepare for 

Commission consideratiol\ a resolution that revokes the applicant's CPCNJ unless 

applicant has received the written pemltssiOI\ of Tele<on\n\unications Division to file or 

remit late. 

19. The application is granted, as set forth above. 

20. Application 97-03·014 is dosed. 

This order is effective today. 

Dated August 1,,1997, at San Francisco, CaHfon\ia. 
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JESSIE J. KNIGHT, JR. 
I IENRY ~1. DUQUE 
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 
Commission to require aU public utilities doing business in California to me reports as 
sJ>e(ified by the Conuuissi6nOJ\ the utilities' California operations. 

A speCifiC annual report form has not yet been prescribed for the Ca)ifornia 
Intetexchange telephone utilities. However, you are hereby directed to submit an 
original arid two copies of the information requested in Attachment A no later than 
~fal'(h 3l it of the year following the calendar yeaI' for which the annual report is 
submitted. 

Address your report to: 

California Public UtiHties Comlnissicn\ 
Auditing and Compliance Branch, Room 3251 
505 Van Ness Avenue 
San Franclsco,CA 9410~-3298 

Failure to me this information on time nlay 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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A lTACHMENT A 

Informatiol\ Requested of Ca1ifornJa Interexchange Telephone Utilities. 

To be filed with the California Public Utilities Commission, 50S Van N{'SS Avenue, 
Room 3251, 5.1n Francisco, CA 9-1102<~i98, no later than March 31st of the year 
(ollowing the calendar year (or which the annual report. is submitted. 

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

-2. Address. 

3. Name, title, address, and telephone number of the person to be rontactro 
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, specify: 

a. Date of filing articles of incorporation with the Se<retary of State. 

b. State in which incorporated. 

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

7. Date operations were begun. 

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

9. A list of an 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 tot California operations tot the calendar year for which 
information is sUbri\itted. 

(END OF A IT ACHMENT A) 


