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Decision 99-02-020 February 4, 1999 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of SouthNct Telffomm 
Services, Inc., [or a Certificate of P~blic 
Convenience and Necessity to otter Local 
Exchange and Intercxchange 
Tel~comn\lmkations Senriccs in the State of 
California. 

OPINION 

I. Summary 

.','j iru~ffijUlNJi\1l 
Application 98-09-023 

(Filed September 16, 1998) 

SouthNet Telecomm Services, Inc. (applicant) seeks a ~ertificate of public 

(or\Vcl\ience and necessity (CPCN)uilder Publk Utilities (PU) Code § 1001 for 
. - , 

authority to provide nonfadHties-based resold local exchange and interexchange 

telecon\mul\ications services. Applicant also seeks an eX~Jl\ption ftom filing 

intcrexchange t"riffs. By this dffision, we grant the author~ity requested subject 

to the terms and conditions set forth helow. 

II. Background 
By Decision (D.) 84-01-037 (14 CPUC2d 317 (1984» and Inlet decisions, we 

authorized intcrLATA entry generally.' However, we litnitcd the authority 

conferred to interLAT A sCfvicej and we subjected the applicants to the condition 

I California is divided into ten Local Access and Transport Areas (LATAs) of various 
sizes, each containing numerous local telephone exchanges. "Inter LATA" describes 
services, revenues, and {unctions that relate to telecommunications originating in one 
LATA and terminating il\ another. "lntraLATA" describes ser:viccs, revenues, and 
functions that rdate to teleconln\unkations origillating and terminating within a single 
LATA. 
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that thcy not hold thcmsch'c·s out to thc public as providing intraLATA service. 

Subsequcntly, by 0.94-09-065, we authorized'con\pctitive intraLATA 

interexchangc serviccs effective January I, 1995, tor carriers lueeting speci(icd 

criteria .. 

In 0.95-07-054 and 0.95-12-056, We authorized the filing of applications lor 

authority to offer competitive local exchange service within the territories of 

Pacific Bell (Pacific) and GTE California Incorporated (GTEC). Applicants who 

are granted authority to provide competitive local exchange service must comply 

. with various rules, including: (1) the conSumer protection rules set (orth in 

Appendix Bof D.95-()7-054; (2) the rules (or local eXchange competiti<?n set forth 

in Appendix C of 0.95 .. 12-056; and (3) the customer notification and education 

rules adopted iI\ 0.96-04-049. 

IH. OvervIew of the Application 

Applica't\t, a Georgia corporation, authorized to do business in California, 

filed Application (A.) 98-09-023 on September 16, 1998. There were no protests to 

the application. Applicant seeks authority to provide nonfadlities-based resold 

interexchange service as a nondominant interexchange carrier (NDIEC), and local 

exchange services as a competitive local carrier (CLC) throughout Pacific's and 

GTEC's service territories. 

In Resolution AL] 176-3001 dated October 8, 1998, the Commission 

prc1in\inarily categorized this application as ratesetting, and prelin\inarily 

determined that hearings were not necessary. No protests have been received. 

There is 1\0 apparel'll reason why the application should not be granted. Given 

these developm.ents, a public hearing is not necessary, and it is not ncccs5<"lry to 

disturb the preJin\inary determinations. 
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This is an uncontested matter in which the decision grants the requested 

relief. Therefore, pursuant to Public Utilities Code Section 311 (g)(2), the 

othenvise applicable 30-day period {or public review at\d comn\ent is waived. 

IV. Financial QWllifications 6f Applicant 

To be granted a CPCN, an applicant lot authority to provide ncmfacilities-

based local exchange and/or interexchange scrvicesmust den\onstrate that it has 

a minimum of $25,000 of cash" or cash equivalent to meet the [irn\'s star-t-up 

expenses. l Applicant provided a bank statement that demonsfratcs that it has 

sufficient cash to meet this icquir~inent. 

An applicant seeking authority to provide local exchange or intercxchangc 

services nlust also demonstrate that it has sufficient additional reSources t6 cover 

all deposits requited by local exchange carriers (LECs) and/or interexchange 

carriers (IECs):' Applicant represents that no teleconununications carrier will 

require it to IlMke a deposit before service can be initiated. 

We lind that applicant has met our requirement that it possesses sufficient 

{inat,dal resources to fund its operations. 

V. TechnIcal Qualifications of Applicant 

Applicants (or NDIEC and eLC authority are required to make a 

reasonable showing of technical expertise in teleconullunications or a related 

business. To meet this requirement, applicant submitted biographical 

information on its key cmployecs. This biographical information demonstrates 

2 The $25,000 requirement for ClCs Is contained in D.95·12-056, Appendix C. The 
$25,000 rcquiren\ent for NDIECs is containcd in D.91-10-041. 

) The requiremcnt for eLC applicants to demonstrate that they have additional financial 
resources to meet aflY deposits requlrcd by underlying LECs and/or IECs is set fOrth-in 
D.95-12-056/ AppendiX C.For NDIECs, the requiren\ent is found In D.93-05-01O. 
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that applicant's employees possess sufficient experience and knowledge to 

operate as a tcleconlmunications rescUer. AppJitant represents that no one 

associated with or employed by applicant as an a((iliate, officer, director, parhter, 

or OWl\er of more than 10% of applicant was previously associated with an 

NOIEC that filed tor bankruptcy ot went out of busincss1 or Was sanctioned by 

the Federal COInnulllicati6ns COil\ntission Or any state r.egulatory agency [or 

failure to COI1\ply with any regulatory ~tatutc, rule, or order, 

We lind that applicant is technically qualified to operate as a CLC and 

NDIEC feseUer. 

VI. CalifornIa Environmental Quality Act (CEQA) 

CEQA requires the Commission as the designated lead agency to AsseSS 

the potential environOicntat"impad of a project in order that adverse e((eds are 

avoided, alternatives are investigated, and environmental quality is restored or 

enhanced to the lullestextent possible. Applicant declares that it will not be. 

constructing any facilitie,s for the purpose of providing interexchange or local 

exchange services. It ~at\ be seen with certainty that there is no possibility that 

granting this application will have an adverse effect upon the environment. 

Vir. Exemption From lEO Tariffing 

By 0.96-09-098, 0.96·12-033, and D.97-06-107, the CommissiOl\ took steps 

to implclnent its authority to exempt specified classes of telecommunications 

carriers [ron\ §§ 454,489, 491, and 495 of the PubHc Utilities Code, and the 

requirement to file tariffs. Corresponding to any request for an exemption from 

the tariffing requirement is an obligation to be subject to the COnsun\er 

Protection 'Rules adopted in 0.96-09-098. Applicant agreed to abide by the 

COJ\su~\er protection rules adopted in D.96-09-098, as n\odWed fron\ tinle to tin\e. 

We will' grant the exemption. 
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VIII. Conclusion 

\Ve conclude that the application conforms to our rules for certification to 

provide competitive local exchange and interexchange teleCOnlnlUnications 

servic::es. Accordingly, we shaH approve the application sl,lbjecl to the terms and 

conditions set (orth herein. 

This is an uncontested n\atter in which the decision grants the relief 

requested. Accordingly, pursuant to PU Code Section 311(g)(2), the ()therwise 

applicable 30~day period {or public review and COnlnlent is bClng w(lived .. 

Findings of Fact 
1. Applicant filed A.98~09~023 on SCpten\ber 16, 1998, (or authority to provide 

teleCOn\Il\Unications services as both a eLC and an IEC. 

2. Notice of A.98-09-023 appeared in the Daily Calendar on 

Scpten\ber21, 1998. 

3~ No protests have been filed. 

4. A hearing is not required. 

5. In prior Con\missio)\ decisions, competition in prOViding interLATA 

tclecon\n\unicatiol\s services was authorized, but those offering such services 

were generally barred (rom holding out to the public the provision of intraLATA 

service. 

6. In 0.94-09-065, the Con\mission authorized (ompetitive intraLATA 

services e((('clive January I, 1995, for carriers meeting specified criteria. 

7. In prior decisions the Commission authorized competition in providing 

local exchange telecommunications service within the service territories of Pacific 

andGTEC. 

8. In 0.95-07·054,0.95·12·056,0.95-12·057, and 0.96-02-072, the Conunission 

authorized CLCs nleeting specified criteria to otter facilities-based services 

effeclive January 1, 1996, and resale services effective March 31; 1996. 
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9. Applicant has demonstrated that it has a minimum of $25,000 of cash or 

cash equivalent that is reasonably liquid and readily available to n'eel its start-up 

expenses. 

10. Applicant is not required to make any deposits with any 

telecommunications carriers in order to provide the proposed service. 

11. Applicant possesses the requisite experience and knowledge to manage a 

telephone utility. 

12. Applicant.will not be constructing any fadHtics (or the purposC~ of 

providing interexchange or local excha.nge service. 

13. As part of its application} applicant stlbmitted a draft of its initial tariff 

which contained the deficiencies identified in Attachment B to this dedsion . 

. Except for thosedcfidendesi appJicanes draft tariffs complied with the 

requirements eShlblished by the Comn,ission. 

14. Ex~mption (rom the provisions of PU Code §§ 816-830 has been granted to 

other NDIECs and CLCs. (Sec} e.g' l 0.86-10-007, D.88-12-076, 0.97-01-015, and 

D.96-05-060.) 

15. The transfer or ~n~umbrance of property of llondominant carriers has been 

exempt~d (rOl'tl the requirements of PU Code § 851 whenever such transfer or 

encumbrance serves to secure debt. (See 0.85-11·044, D.97·01-015, and 

D.96-05-060.) 

16. By D.97-06-1071 all interexchange carriers and CLCs arc no longer required 

to comply with General Order 96-AI subsections III.G(I) and (2), and 

Commission Rules of Practice and Procedure 18(1)). 

17. Applicant is qualified (or and requested an exemption (rom tariffing 

requirements. Applicant also agreed to abide by the consun\er protection rules 

adopted in 0.96-09-098, as n\odified from time to tin\e. 
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Conclusions of Law 

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

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

telecommunications. 

3. Public cOl\veniel\ce and necessity require that applicant's competitive local 

exchange and interexchange services be subject to the terms and conditions set 

forth herein. 

4. Applicant is subje<:tto: " . 

a. The current 0.0% surcharge applicable to all intrastate services 
except for those excluded by 0.94-09-065, as modified by 
0.95-02-050, to fund the Universal Lifeline Telephone Service 
(PU Code § 879; Resolution T-16245, Oeccli\bet 3, 1998)i 

b. TI\e current 0.192% surcharge appHcable to all intrastate services 
except (or those excluded by 0.94-09-065, as modified by 
0.95-02-050, to lund the California Relay Service and 
COn1n'lunications Devices Fund (PU Code § 2881; 0.98-12-073 and 
Resolution T-16234, December 17, 1998); 

c. The user fee provided in PU Code §§ 43 i -435, which is 0.11 % of 
gross itltrastate revenue for the 1998-1999 fiscal year 
(Resolution M-4789)j 

d. The current surcharge applicable to all intrastate services except 
for those excluded by 0.94-09-065, as modified by 0.95-02-050, to 
fund the California High Cost Fund-A (PU Code § 739.30; 
D.96-10-066, pp. 3-4, App. 8, Rule 1.Ci sct at 0.0% for 1999 by 
Resolution T-16242, Dc~ember 3, 1998); . 

e. The current 3.8% surcharge applicable to all intrastate services 
except fot' those excluded by 0.94-09-065, as modifil"d by 
D.95-02-050, to fund the California High Cost Fund-B 
(0.96-10-066, p. 191, App. 8, Rule 6.F, Resolution T-16244, 
December 3, 1998); and 

f. The current 0.05% surcharge applicable to all intrastate services 
except for those excluded by D.94-09-065, as modified by 
0.95-02-050, to lund the California TeJecoI\nect Fund 
(0.96-10-066, p. 88, App. B, Rule 8.G. sct by Resolution T-16165, 
effective August I, 1998). 
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5. Applicant should be exempted from PU Code §§S16-830. 

6. Applicant should be exempted from PU Corle § 851 whet\ the transfer or 

encumbrance serves to secure debt. 

7. Since applicant will not be C<?l\structing any facilities, it can be seen with 

certainty that there will be no significant effect on the environment. 

8. TIle appHc.ation should be granted to the cxteilt set forth below. 

9. Applicant, onCe granted a certificate of public (orivenience and necessity to 

6pera~e as a eLC/should be subject totheCCommissi(mis rules and regulations 

regarding the operations 6fcLCs as sc~ forth in 0.95-07-054, D.95-12-056, and 

other Commission decisions. 

10. Applicant's initial tariff filing should correct the deficiencies in its draft 

tariffs as indicated in Attachment B to this decision. 

11. Any CLC which does not comply\vi!h o(l'r rules for local exchange 

competition adopted in Ru]cmaking (R.) 95-04-043 shall be subject to sanctions 

including, but not linutedto, revocatiQno[ its eLC certificate. _ 

12. Applicant should be granted an exenlption from the rcquirerl'lCnt to file 

interexchange tariffs. 

13. Because of the public intctesl in competitiv(ilocal exchange at\d 

interexchange services, the following order should l\c effective immediatcly. 

ORDER 

IT IS ORDERED that: 

1. A certificate of public convenience and necessity is gratHed to SouthNet 

Teleconuu Services, Inc. (applicant) to operate as a nonfadlities-based r~seller of 

competitive local exchange and interexchange services, subject to the terms and 

conditions set forth below. 
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2. Applicant shall file a written acceptance of the certificate granted in this 

proceeding. 

3. Applicant is authorized to file with this Commission tariff schedules for the 

provision of competitive local exchange services with the deficiencies noted in 

Attachment B corrected. Applicant may not oUer services until tariffs are on file. 

Applicant's h\iti~l filing shall be n'\ade in accordance \ ... hh Genera) Order (G.o) 

96-A, excluding Sections IV, VI and VI. The tariif sha1l be effective not less than 1 

day after tariff approval by the Comn)ission's Telecon\munications Division. 

Applicant shall (OIllply with the provisions in its tariffs. . 

4. Applicant is a competitive local carrier (eLC). The effectiveness of its 

future CLC tari({s is subject to the schedules set forth in Appendix CI Section 4.E 

of Dedsiol'l (D.) 95-12·056: 

"E. CLCs shan be subject to the following tariff and contract filing, 
revision and service pricing standards: 

11(1) Uniform rate reductions for eXisting tariff services shall 
become effeCtive on five (5) working days' notice to the 
Con\mission. Custon\er notification is not required for rate 
decreases. 

11(2) Uniform major rate increases for eXisting tMif( services shaH 
. become effective on thirty (30) days' notice to the Comn'\ission, 

and shall require bill inserts, or a message on the bill itself, or first 
class mail notice to ~ustomers at least 30 days in advance of the 
pending rate increase. -

"(3) Uniform m.inor rate increases shall become effective on not 
less than five (5) working days' notice to the Commission. 
Customer notification Is not required for such minor rate 
increases. 

11(4) Advice letter filing for new services and for all other types of 
tariff revisions, ex~ept changes in text not affecting rates or 
relocations 01 text in the tariff schedules, shall become c((eclive 
on forty (40) days' notice to the Con'lmission. 
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"(5) Advice letter filings revising the text or location of text 
material which do not result in an increase in any rate or charge 
shall become effective ()n not less than fivc (5) days' notice to the 
Commission. 

11(6) Contracts shall be subject toGO 96-A rules for NDIECs, 
exc:ept interconnection contracts. 

11(7) CLCs shall file t:triffs in acc6rd:tn~e with PU Code Section 
876/' 

5. Applicant ·is a nondon\inant inteicxchange carder ·(NDIEC). 

6. Applicant may deviate from the fo1l6\vi~g prov,isi6ns of GO 96'-A: 

(a) paragraph 1I.C.(I){b), which tequir(>s conseCutive sheet riiin\bering and 

prohibfts the reuse o{sheet numb~ts, and (b) paragraph Il.C.(4), which requit'~s 

that 11 a separate sheet or seriesof sheets sho"uld be used ;foi each rule.;' "Tarifi 

filings incorporating these deviations ~httll be subject to the approval of the. 

Con\nlission's Telecommunications Division. Tariff filings shall reflect all fees 

and surcharges to which applicant is subject) as reflected in Conclusion of L"\\V 4. 

7. Applicant shaU file as part of its initial tariff, after the effective date of this 

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

S. Prior t() initiating service, applicant shall provide the Commission's 

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

purposes of resolving consumer conlplaints and the corresponding telephone 

number. ·This information shall be updated or if the name or telephone number 

changes. 

9. Applicant sh:tll notify this Commission in writing of the date that local 

exchange $Crvicc is first rendered to the public within 5 days after local exchange 

service bcgh\s. 

10. App1icmlt shall notify this Commission in writing of the date interLATA 

service is fjrst rendered to the public \vithin five days aftet service begins and 

again within five days of when intraLATA service begins. 
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11. Applicant shall keep its books and records in accordance with the 

Generally Accepted Accounting Principles. 

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

inspection by the Con\mission or its staff, applicant shall either produce such 

records at the Commission's offices or reimburse the COIl\nlission for the 

reasonable costs incurred in having Commission staff travel to applicanes office. 

13. Applicant shan file an annual report .. in compliance with GO 104-A, on a 

calendar-year basis using the information reques't fornl developed by 

Commission staff contained in Attachmcnt A to this decision. 

14. Applicant shall ensUI'e that itsemployees comply with the provisions of 

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

15. The certificate granted and the authority to render service undel' the rates .. 

charges; al,d tules authorized will expire if not exerciscd within 12 months after 

the effective date of this order. 

16. The corporate identification nUJl'lber assigned to applicant is U·6115-C 

which shall be included in the caption of all original filhlgs with this 

Comn\ission, alld in the titles of other pleadings filed in eXisting cases. 

17. Within 60 days of the effective date of this order, applicant shall comply 

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

the TelecomnHmicalions Division in writing of its compliance. 

18. Applicant is exempted (ron\ the provisions of PU Code §§ 816·830. 

19. Applicant is exeli\pted from PU Code § 851 for th~ trc1nsfer or 

encun\brance o( prop~rly, whenever sllch transfer or encumbrance serves to 

SCCll re debt. 
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20. If applicant is 90 days or more late in filing an annual report or in remitting 

the lees listed in Conclusion of Law 4, the Commission's Telecommunications 

Division shaH prepare Cot Comn\ission considcration a resolution that revokes 

the applicant'scertilicatcof public convenience and ne<essity, unless the 

applicant has received written permission front the Con\n,ission's 

Telc<:ommunications Division to file or temit late. 

21. Applicant shall comply with the consumer protc<:tion rules contained in 

Appcndix B of D.95-07~054. 

22. Applicant is exempt from the requirement to(ile interex(hange tariffs 

subject to the condition that it abide by the Commission's COnsUrllef Protection 

Rulcs adopted in 0.96-09-098 as n\odified fron) time to time. 

23. Applicant shall comply with the Commission's rules and regulations for· 

local exchange competitioncontained in 0.95-07-054, 0.95-12-056, a"ld other 

COIllmission dccisions, including the requirement thatCLCs shall place custon\cr 

deposits it\ a protectC<i, segregated, interest-bearing escrow account subject to 

Con\n\ission oversight (0.95-12-056, AppendixC, section 4.F.(15». 

24. Applicant shaH con\ply with the ComnusSion's rules and regulations (or 

NDIECs sct forth in 0.93-05-010, 0.90-0S"()32, and other Commission decisions. 

25. Applicant shall conlply with the customer notification and education rules 

adopted in 0.96-04-949 regarding passage of caUing party number. 

26. AppliCant shall send a copy of this decision to concerned local pern\itting 

agencies not latcr than 30 days from the date of this order. 

27. Th~ application is granted, as set forth above. 
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28. This proceeding is closed. 

This order is c(fective today. 

Dated Februar}; 4, 1999, at San Francisco, California. 
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. RICHARD A. BILAS . 
President 

HENRYM.'DUQUB 
JOSIAH L. NEEPER . 

CommiSsioners 
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INFORMATION REQUESTED OF COMPETITIVE LOCAL CARRIERS 

TO: ALL COMPETITIVE LOCAL CARRIERS 

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

A specific al\lutal report form has not yet been prescribed for the California 
interexchangc telephorte utilities. However, you arc hereby directed to submit an 
original and two copies of the information requested in Attachment A no later 
than March 31st of the year followirig the calendar year for which the annual 
report is submitted. 

Address your rcport to: 

California Public Utilities Commission 
Auditing and Compliance Branch, Room 3251 
505 Van Ness'Avenue 
San Francisco, CA 94102-3298 

Failure to file 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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ATTACHMENT A 

INFORMATION REQUESTED OF COMPETiTIVE LOCAL CARRIERS 

To be filed with the California Public Utilities Commission, 50S Van Ness 
Avenue, Room 3251, San Francisco, CA 94102-3298, no later than Mar(h31st of 
the year fOllowing the calendar year for which the alU\ual 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 
contacted concerning the reported infoimation. 

4. Name ~nd tUle of the officer having custody of the gelleral books of 
account and the address of the office where such boOks are kept. 

5. Type of organization (e.g., (ofpOration, partnership, sole. 
proprietorship, etc.). 

If incorporat~d, specify: 

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

b. State in which incorporated. 

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

7. D.lte operations \vere begun. 

8. Descriplion of other business activities in which the utility is engaged. 

9. A list of aU affiliated companies and their relatJonship to the utility. 
State if affiliate is: 

a. Regulated public utility. 

b. Publicly held corporation. 

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

11. Income staten\cnt for California operations for the calendar year for 
which informallon Is submitted. 

(END OF ATIACHMENT A) 



A.98-09-023 ALJ/JPO/mrj 

ATTACHMENTB 

The followjng is a Jist of the deficiencies ii, SouthNet Telecolltnl Servi<:cs, 
Inc.'s tariff filing: 

1. Sheet No. 114, Rule No. I, Defitlitions. Include in the list of definitions, the 
definition for a: (I) liMajor Rate Incteasell and (2) "l\11noi Rate Increase. 

~. Sheet Nos. 178 and 179, Rule No. 25, Use 01 Fadlities and Service.· Since thiS 
tariff langDage is appropriate only fora fad Ii ties-ba Sed local exchange service 
provider, delete these t~riff sheets. . . 

(END OF ATTACHMENT B) 


