
ALJ/JPO/avs Mailed 11119/98 
Decision 98·11-047 November 19, 1998 

BEFORE THE PUBUC UTILITIES COMMISSION OF THE STATE OF CALIFORNrA 

Application of StatcCommunicatioJ\s, Inc. For a 
Certificate of Public Convenience and Necessity 
to Provide Resold Local Exchange Service in 
California. 

OPINION 

I. Summary 

Applicatiotl 98-08-039 
(Filed August 24, 1998) 

State Communications, Inc. (applicant) seeks a certificate of publi~ 

convenience and necessity (CPCN) u.lder Public Utilities (PU) Code § 1001 for 

authority to provide resold local exchange telecon\numications services as a 

competitive local carrier (CLC),· By this dedsion,'we grant applicant authority to 

operate as a nonfadlities-based resellcr of local exchange services in the service 

territories of Pacific Bell (Pacific), GTE California Incorporated (GTEC), Roseville 

Telephone Company (RTC), and Citizens Telephone Company (CfC). 

II. Regulatory Background 

In Decision (D.) 95-07-054, D.95-12-056, and D.97-Q6·107, we established 

procedures to govern ilpplications lor authority to offer c()mpetitiv~ local· 

exchnnge service within the service territories of Pacific and GTEC. Applici:,nts 

lhat arc griHltcd iluthorily to provide competitive local exchange service lllllst 

I A etC is a common carrier that is issued a crCN 10 provide local exchange 
teleconm\unica,tions service lor a geographic area specified by such carrier. 
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comply with various rules established by the Commission, including: (1) the 

consumer protection rules set forth in ~ppendix B of D.95-07-054; (2) the rules for 

local exchange competition set forth in Appendix C of D.95-12-056; and (3) the 

customer notification and education Hll<;,s adopted in 0.96-04-049. 

By 0.97-09-115, we extended ('overage of our adopted rules for local 

exchal'lge competition to the service territories of RTC andCfe. 

III. Overview of Application and Procedural Back~round 
'. ~.c 

Applicantl ~ &'uth Carolina corporation quaJificd to do business in 

California, filed its application on August 24, 1998. 

In its application, applicant requests authority to operate as a 

non(acilitics·based resellerof local exthange se·tviceswithin Pacific's, GTEC's, 

RTe's, arid ere's s(.rvkc territories. 

The ·California Environmental Quality Ad requires the Comrnission as the 

designatedlcad agency to assess the pOtential environmental impact of a project 

in order that adverse eUects arc avoided, alternatives are investigated, and 

environmcntal quality is restored or enhanced to the fullest extent possible. Since 

applicant states that it will not be constructing any fadlities for the purpose of 

providing local exchange services, it can be seen with eer-fainty that there is no 

possibility that granting this application will have an adverse impact upon the 

clwironment. 

In Resolution ALJ 176-2999 dated September 3, 1998, the COJ1HnissioJ'l 

prclin\inarily categorized this appliciltion as r,ltesetting, and preHmh\arily 

determined hcarings were not necessary. No protests have been received. Given 

this status, public hearing is not necessary, at\d it is 1\ot necessary to alter the 

prelimillary dctcrn\inations lllade in Resolution AL) 176-2999. 
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IV. Motion to File Under Seal 

Concurrent with its application, applicant filed a nlotion for leave fo file 

confidential information under seal. The (:onfidcl\tiaI information consists of its 

bank statement and projected num.ber of cllst~n'lers. Applicant represcnts that 

this information is highly sensitive and proprietary., Applicant (urther represents 

that disclosure of this information could put it at an unfair business 

disadvantage. Applicant requests (:onfidentiality lor a three-year period. 

Applicant would disclose this infornlation to parties subject to an appropriate 

I1on-disdosure agreement. _ 

Applicant states grounds, under General Otd~r 66~C a~d authority there 

dted, fot_the requested reHef. The Coinntission ~as a~ceptoo, siriular data un,der 

seal in other proceedings. Applicantts I'l\otion is unopposed .. A public hearing 
. . r . 

on the n'tOtiOJl is not needed. 

We will grant appJicanl'$ m9tion. -

v. Financial Qualiflcatlons.of Applicant 

To be granted a CPCN (or alithority to re~c111ocal>exchm\ge service} an 

appJkclnt must den\onstratc that it has $25/000 of cash ot cash eq\livaJcnt to n,cct 

the {inn's start·up expcnses. The applicant must also det1lo}\stra-tc that it has 

sufficient additional resourccs to cover all deposits required by other 

tetecotnrnunications (:arricrs it'l ordet to prov~de service it\ Ca1i(oi-nla,' 

Applicant provIded a bank staten\ent that demonstrates that applicant has 

. the required cash. App1ic.ll\t also represented that no c<urlcrs have required it to 

J The financial standards (or ('e,Hric~tion- tooperate as a eLC are sct>forth in 
0.95-12-056, AppendiX C1 Rule 4.0. 
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make deposits. \Ve find that applicant has met our requirement that it possesses 

sufficient financial resources to undertake its proposed operations. 

VI. TechnIcal Qualifications of Applicant 

. To be granted a cpcN (or authority to resell local e>.:change service, an 

applicant o\usl n\akc a re(\sonable showi~lg of technical exper'tise in 

telecontnUtni('Mions or a related business. Applicant $uppJicd biographical 

iniormationon its management whichdemot\strates that 'it has sufficient 

business expertise and training to operate as a con\nlunications reseUer. 

To further demonstrate its technical expertise and fitness to serve, 

appJic(\nt represented that no one associate~. with or employed by applicant as an 

afiiHa,e, officer, direct()r, partner, or o\Yner of more thanlO%·of applicant, wc\s 

pteviotlsly' associated ·with a telc<:omnumications ·cairier that (iled (Of bankruptty 

. or went out of bllsiness, or was sanctioned by the Federal Communications 

Commission (F~C) Or any state regulatory ag~ncy (or failure to comply with any 

regulatory stah~tc, rule or order. 

\Ve find' that applicant has met our requiren\ent that it possC'sses adequate 
, .. 

technical expertise to operate as a CLeo 

COll)mission staff also reviewed applicant's draft tariffs for compliance 

with Commission rules tlnd regulations. The deficiencies arc noted in 

Attachment B of this decision. Yn its compliance tariff filing, applicant is directed 

to correct these defidencies as a condi\ion of our grclntitlg approval of the tMilfs. 

VII. Conclusion 

\Ve conclude that the applkation conforms to our rules for certification as a 

CLC. Accordingly, we shall grant applicant a CPCN to resell local exchange 

service in the sen'ice territories of PaCific, GTEe, RTC, and ere subject to 

compliance with the terms and conditions set forth herein. 
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Findings of Fact 

1. Application (A.) 98-08-039 was filed on August 24, 1998. 

2. A notice of the filing of the application appearcd in the D,\i1y Calendar on 

August 27,1998. 

3. By D.97-06-107, alllnterexchange Carriers and CLCs arc nO longcr rcquired 

to con\ply with General Order 96A, subscdiorts III.G(l) ,\I\d (2), arid CommIssion 

Rule of Practice and Procedure 18(b).· 

4. By D.95-07-054, D.95-12~OS6, D.95-12-057, and 0.96-02-072, the COn\Il\ission 

authorized CLCs meeting specified criteria to provide facilitieS-based local 

exchange services beginning January 1,1996; and resold local exchange services 

beginning l\1arch 31, 1996; 

5. There were no protests to this application. 

6. A heating is not requited. 

7. In prior dedsions, the COJnll\lssion authorized cOIl\petitiol\ in providing 

local exchange telecon\munic~ltions services within the service territories of 

Pacific, GTEC, RTCJ and cre. 
8. Applicant has a minimum of $25,000 of cash or cash equivalent that is 

reasonably liquid and readily available to mcet its start-up expenses. 

9. No telecommunications carrier has rcquired applkant to make deposits in 

order to provide the proposed servicc. 

10. Applic~"lt/s n\anagcment possesses the requisite technic,,) expertise to 

provide rcsold local exchange services to the public. 

11. No one associated with or employed by applk<'nt was previously 

associated with or employed by a telecommunications carrier that filed (or 

bankruptcy or wel\{ out of business or was sanCtioned by the FCC or any state 

rcgulatory agcncy for failure to comply with any regulatory statute, rulc, or 

order. 
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12. As part of its applicati.oll, applicant submiUed a draft of its initial tariff 

which contained the deficiencies identified in Attachmcllt B to this decision. 

Except for these deficiencies, applicant's dta(t tariCfs complied with the 

requirements established by the Commission. 

13. Shlce applicant does not propose to construct any (acilities in order to 

providcresold local exchange services,h can be seel' with certainty that granting 

applicant authority to provide resold local exchange servi~es will not have a 
significant advers~ ~f(ect upon theel\vi['onmer\t. ." 

14. By 0.95-12-057, as modified by 0.97-01-015, eLC's are exempt (roIn 

PU Code §§ 816-830. 

15. By 0.95-12-057, as n\odified by D.97-01-015, CLCsareexemptcdfrOfl\ the 

requirements of ~U Code§ 851 (or the transfer or encuinbrancc ot)~topert}' 

whenever such transfer or encumbtante serves to sC(ufedebt. 

16. Concurrent with its application, applicant filed a motio}\ lor leave to file .. . . . 

under seal its b:ulk statement and projected number of ~ustorl\ers. 

17. ApplicalH states grounds under General Ordet 66-C (or the requested 

relief. 

18. The Commission has accepted sin,nar data under seal in other 

proceedings. 

19. The motion is unopposed and no hearings are needed. 

Conclusions of law 

1. Applicant h"s the finanCial ability to provide the proposed service. 

2. Applic,\nt has made a reasonable showing of technical expertise in 

teJecommunica lions. 

3. Public conVeniel'lCe and necessity require the (ompetitive local exchange 

services to be offered by appJkant, subject to the tcrn\s arid conditions sct forth 

herein. 
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4. AppHcant is subjed to: 

a. The current 2.4% surcharge applicable to an itHrastate services except for 
those excluded by D.94-09-065, as modified by 0.95-02-050, to {lll1d the 
Universal Lifeline Telephone ~rvice (PU Code § 879; Resolution 
T-16098, Deceinber 16, 1997); 

h. The current 0.25% surcharge applicable to all intrastate ser\'ice$ ex~ept 
for those exdud.ed by D.94-09-06S, as modified by D.95-02-050, to fund 
the California Relay Service and COIl\n\unications Oe\~ic€s Fund 
(PU Code § 2881j Resolution 1-16090, December 16, 1997); 

c. The user fce provided in PU Ct,de §§ 431-435, which is 0.11 % of gross 
" intrastate revenue for the" 1998-1999 fiscal year (Resolution M4789); 

d. The current surcharge applicable to all intrastate services except lor 
those excluded by 0.94{)9-065, as modified by 0.95-02-050, to lund the 
California High Cost Fund-A (PU Code § 739.30;0.96-10-066, pp. 3-4, 
App. 8, Rule LC., setby Resolution T-16117at 0.0% for 1998, effective' 
February 19, 1998); "" . 

e. The current 2.87% surcharge applkabte to all intiasfa{~" servi'ces except 
for those exduded by 0.94-09-065, as n\odified b}' 0.95-02-:050/ to lund 
the California High Cost Fund-B (D.96-10-066, p. 191; App. B, Rule 6.F.)i 
and 

f. 1be current 0.05% surcharge applicable to all intrastate servi~es except 
(or those exduded by 0.94-09-065, as modified by 0.95-02-050, to fund 
the California Teleconnect Furid (D.96-10-066, p. 88, App. 8, Rule B.G; set 
by Resolution T-16165,'effective August Ii 1998). 

5. The appHcation should be granted to the extent set forth below. 

6. AppHcant~ once granted aCPCN to operate as a eLC, should be subject to 

the Commission's rules and regulations regardh\g the opertltions of CLCs as set 

(orth il\ D.95-07-054, 0.95-12-056, and other Commission decisions. 

7. Any eLC which does not ~omply with our rules for local exchange 

competition adopted in R.95-0-!-043"shall be subject to sanctions iJ\duding, but 

not limited to, revocation of its CLC certificate. 

8. Because of lhe public interest in COlllpctitive local exchange ser\·ices, the 

following order shOUld be e((ective immediately. 
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9. Applicant's motion to file its bank statement and projected number of 

custonlers under seal should be granted. 

ORDER 

iT IS ORDERED that: 

1. A certHicate of public co)\\'enience and necessity is gratHed to State 

Comnnmications, Inc. (applicant) to operate a~~"a reseller of compNitive local 

exchange services, subject to the term.s and conditions set forth below. 
. . 

2. Applicant shaH file a written acc~ptance 6f the certificate granted in this 

proceeding .. 

3. Applicant is authorized lofile with this Commission tarHf schedules for the 

provision of c6n'ipcHtive lotal exchange services. Applicant [nay not offer 

conlpetitive Jocalexchange services until tarUis are on iile. Applicant's initial 

filing sl~all be mad~ in" accordance' with General Oider (GO) 96-A, excluding 
.., '. 

88 IV, V,'and VI and shall correct thedefidcndes noted in Attachment B. the 

tariff shall be effectiVe not less, than one day after' tariff approval by the 

Comnlission's Telec~mmunkations Division. Applicant shall comply with the 

provisions in its tariffs. 

4. AppJicant is a competitive local exchange carrier (CLC). The effectiveness 

of its future CLC tariffs is subject to the schedules sct forth in Appendix C, 

Section 4.B of Decision (D.) 95-12-056: 

liE. CLCs shall be subject to the following tariff and contract 
filingJ revision and scrvke pricing standards: 

"(1) Uniform'rate reductions for existing tariff services shall 
become effective on five (5) working days' notice. 
Customer notific~tion is not required for rate decreases. 

"(2) Utli(on\\ major rate incteascs for existing tariff services 
shall becon\e effective on thirty (30)days' notice to the 
Co})\n\ission, and ~hall require bill inserts, or first class 

-8-



A.98-08-039 ALJ/JPO/avs 

mail notice to clistomers at least 30 days in advance of the 
pending rate increase. 

11(3) Uniform olinor rate increases, as defined in 0.90-11·029, 
shall becomeeftective oo'nOlless than (5) working days" 
notice to the Commission. Customer notification is not 
required for such minor rate incrc~ses. 

°(4) Advice letter filings for new services and (or all other type~ 
of tariff revisions, except changes in text not affecting rates 
or rClocations of text in the taritf schedules, shall become ' 
effective on forty (40) days' notke. 

"(5) Advice letter filings revising the text or location of text 
n1Meria} which dCfnot'result in an increase in any rate br 
charge shall beconle e((cclive 01\ not less than five (5) days' 
notice to the COinnlission. 

11(6) Contracts shall be $libj&d to GO 96-A rttles for NDIECS, 
except intercohn&tiOl\ contracts. 

11(7) CLCs shall file tarIffs in accordance with PU Code § 876." 

5. Applicant may deviate (1'01\1 the (ollowing prOVisions of GO 96-A: 

(a) paragraph II.C.(l)(b), \vhich requires consecutive sheet numbering and 

prohibits the reuse of sheet 1111l'l,bers; and (b) paragraph II.C.(4), which requites 

that "a separate sheet or series of sheets should be used (or each rule." Tadif 

filings incorporating these deViations shall be subject to the approval of the 

Commission's Telecommunications Division. Tariff filings shall reflect all fces 

and surcharges to which applicant is subject, as reflected in Conclusion of Law 4. 

6. Applicant shall file as part of its initial tariff, after the e((cclive datc of (his 

order and consistent with Ordering Par.lgraph 3, a service area map. 

7. Applicant's initial tariff shall correct the deficiencies identified in 

Attachment n to this order. 

S. Prior to initiating service, applicant shall providc the Conunjssi~m'$ 

Consumer Services Division with the applicant's designated contact person(s) lor 

purposes of resolving consumer complaints and the corresponding telephone 
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number. nlis information shall be updated if the name or telephone number 

changes, or at leas"t ai\t\ually. 

9. Applica,nt shall notiCythis Con\mission in writing of the date that local 

exchange service is first relldeted to the Pllblic.· This notice shall be provided no 

later than five days after local exchange service (irst begins. 

10. Applicant shall keep its 'books and rec~rds in accordance with the Uniform 

SystchlOf Accounts spC~ified in Title 47, Code of Fedcral Regulations, PMt 32. 
. - ; .: 

11. In the event the books and records of the applidmt are required for 

inspection by the Commisstol\ or its stall, applicant shall either produce such 
. -. 

records at the Comn\ission'~()fficeS or reimburse the CoMmission for the . . -

reasonable C()sts incurred in havingCommissioh ~tafl travel to appli.:anes office. 

. 12. Applicant shaH lite an annual report, h"col'i'pliatlce with GO 104·A, on a 

calendar-yeaI' basis using the in(ormatio'n request (orn\ develop~ by 

Commission staff cOl\tained if\ Attachment A to this decision. 

13. Applicant shall ensure that its employees COI'llply with the provisions of 

Public UtilitJes (PU) Code § 2889.5 regarding solicitation of customers. 

14. the certificate granted and the authority to render service under the rates, 

charges, and rules authorized hereiri wiJI expire if not exercised within 12 months 

after the effective date ot this order. 

. 15. l1le corporate identification (lumber assigned to applicant is U·6079·C 

which shall be induded in the caption of all original filings with this 

Commission, and h\ the titles of other pleadings filed in existing cases. 

16. \Vithin 60 days of the effective date of this order, applicant shall comply 

with PU Code § 'l08, Ernployce Identification Cards, and notify the Director of 

. the Tclecommunicatiol\s Division in writing of its compliance. 

17. )( applicant Is 90 days or more late in filing an ant\ual report or in renlitting 

the fees 1istcd in Conclusion of Law 4, the CO!1lfl\ission's Telecommunications 
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Division shaH prepare for Comnlissio1\ consideration a resolution that revokes 

the applicant's certificate of public convenience and necessity, tUlleS5 the 

applicant has received the written permission of the Con\mission's 

Tclecomrnunications Division to file or reinit late. 

18. Applicant shaH comply \vith the (onsum~r protection rules set forth in 

Appendix D of 0.95-07-054. 

19., Applicant shall con\ply with the Commissio!"s rules for local exchange 

competition in California that are set forth in Appendix C of D.95-12-o56, 

including the requitement that CtC's shall place custOtller deposits in a protected, 

segregated, interest-bearing csaow account subject to Commission oversight. 

. 20. Applicant shall con\ply with ~hc citstomer notification and education rules 

adopt,ed in D.96-04-049 regarding.th~ passage of callirigparty nun\bcr. 

21. Applicant's motion for leav~ to file under seal is granted tothe extent set 

forth below. 

22. The h\formation which has been submitted under seal as an attachment to 

the n)otion, shall remain under seal (or a period of tht'ee years f(ol'n the date of 

this ruling, and during that period shall not be made accessible or disclosed to 

anyonc, other than COnHl\isslon staff or a signatory of a reasonable 

Nondisclosure and Protective Agl'eement, except on the further order or ruling of 

the Con\mission, the Assigned Comrnissioncr, the Assigned Administrative L1W 

Judge (AL)), or the AL] thel\ designated as L'lw and Motion Judge. 

23. If lIppliC,'U1t beHeves thM lurther protection of this redacted information is 

needed after three yeMs, it may file a n\olion stating the justification for turther 

withholding the information from public inspection, or for such other relief as the 

Commission rutes may then provide. This motion shall be filed no later than 30 

days before the expltali()J\ of this protective Order. 

24. 111e appli<\ltion Is granted l as set forth above. 
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25. This proceeding is dosed. 

This order is effedivc today. 

Dated November'19, 1998, at San Fran(isco, California. 

RICHARiJ A.-J}lLAS 
" , President 

'P.,GRECORYCONLON' 
JESSIEJ. K~JIGHT/Jlt-- .. , 
H]~NRY M:bUQHE, 

, , JOSIAH-L; NEEPER'-
Commi~i()1Yers 
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TO: ALL COMPETITIVE LOCAL CARRIERS 

Article 5 of the Public Utilities Code grants authority to the California Public 
Utilitics Con\mi$sion to require a1l public utilities doing business in California to 
file reports as specified by the Conlmission on the utilities' CaJifornia operations. 

A specific annual report (orn\ has 1\ot yet been prescribed for California 
Conlpetitive Local Carriers. However, you arc hereby directed to subinit an 
original and two copies of the information requested ill Attachn\cnt A no later 
thall March 31st of the year following thccatendar year for which the annual 
report is submitted. 

Address your report to: 

CaJiforni(\ Public ~tiljti.es Commission 
Financial Reports, Roon\ 3251 
505 Van Ness Avenue 
San Francisco, CA 94102·3298 

Failure to file this information on time may result in a penalty as provided f6r in 
§§ 2107 and 2108 of the Public Utilities Code. 

If you have any question concerning this mattet, please call (415) 703·1961. 
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ATTACHMENT A 
Page 1 

Information Requested of California hltel'exchange Telephone Utilities and 
Competitive Local Carriers. 

To be filed with the California Public Utilities Commission, 505 Van Ness 
Avenue, ROOn13251, San Frat\dsco, CA 94102·3298, no later than Match 31st of 
the year following thc caMt:tdar year (or which the annual report is silbnulted. 

1. Exa~t legallll\mC a~d U ## 0"( ~eporting ,utility. 

2. Address: 

3. Name, title/address; andteleph<?ncnutrtber of the.' person to be 
cOlllcktcd concefllit\g the repbrte'd "iilfotl11a tion.-

. . . 

4. Name and title" of th~ bil!cer having custody of the general books 6f 
account and the address ·of tll~ office where s.lIch books are kept. 

5. Type of organization (c.g., corporatIon, "partnership, sole proprietorship, 
etc.). . 

If incorporated, specify: 

a. Date 'of filing articl(>s of incorporation with the secretary of State. 

b. State in whichin(orporated. 

6. COJllmission decisiollllumber granting oper,lting authority and the date 
of that decision. 

7. D,ltc'operiltions were begun. 

8. Description of other busit\csS activities in which the utility is cngaged. 

9. A list of all affiliated companIes and their rclationship to the utility. 
Stale if aWHale is a: 

a. Regulated PllbHC tltility .. 

b. Publicly held corpor'ltioll. 

10. Balance sheet as of DC('cmber 31st of the year for which Information is 
submitted. . 
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ATTACHMENT A 
Page 2 

11. Income statement lor CaUfon\ia operations (or the calendar year for 
which infornlation is submitted. ,. 

(END OF A IT ACHMENT A) 
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ATTACHMENT B 

List ofddidendes in tariiCs filed by State COnlmunications, Inc., in A. 98-08-039 lobe 
cOllected in Tariff CompHancc Filing . 

.. 1. In~lude sample [orn\s. 

2. The c6mpany must inCtllde a demarcation larill or concur hl another carrier's tariff. 
. . . 

3. Sheet 11·T: N~d to updatesutchatge anlounls. 

4~ Th~ UI~Ts service must be tariffed. 

(END OF ATTACHMENTS). 


