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Decision 99-03-017 March 41 1999 

BEFORE THE PUBLIC UTILITIES COMMiSSION OF THE STATE OF CALIFORNIA 

Application of Pre-Paid Phoncs, Ltd., for a 
CertifIcate of Public Convenience and 
Necessity to Oi(cr Local Exchange, Access 
and IntcrexchangeServices. 

OPINION 

I. Summary 

Application 98-12-016 
(Filed Deccmber 17, 1998) 

Pte-Paid Phoncs, Ltd. (applicant) seeks a certificate of p1Jblk convenience 

and l\eCessity (CPCN) under Public Utilities (Pub. UiU.) Code § 1001 for authorlty 

to provide nonfacHities-bascd resold local exchange and intetexchange 

telecommunkatiOl's scrvices. By this dedsion~ we 'grant the authority requested 

subject to the terills and conditions scOt forth below. 

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

authorized interLATA entry generally.'Howcver, we lio'ited the authority 

con(crrcd to intcrLATA servicc; and we subjected the applicants to the condition 

that they not hold thcmselves out to the public as providing intraLATA service. 

SubsequclUly, by D.94-09-065, we authorized competitive intraLATA 

, California is divided into tcn Local Access and Transport Areas (LATAs) of various 
sizcs, each containing numerous local telephone cxchanges. "IntNLATA" describcs 
services, revenucs, and functions thal relate to telecommunications originating in One 
LATA and terminating in another. "IntraLATAU dcscribes scrvices, revenues, and 
(unctions that relate to felecon\n\unlcalions originating altd terminating within a single 
LATA. 
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intercxchange services effectivc January I, 1995, for carriers meeting specified 

criteria. 

In D.95-07-054 and D.95-12-056, we authorized the filing of applicatiOils for 

authority to offer competitive local exchange service within the territories of 

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

are granted.authority to prOVide competitive local cxchange service must comply 

with various rulcs, including: (1) the consumcr protection rules set forth in 

Append.ix B of 0.95-07-054; (2) the rules for local exchange conipetition set forth 

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

rules adopted in D.96-04-049. 

III. Overview 6f the Application 

AppJicalit, a Nevada lin,ited liability company, filed Application 

(A.) 98-12-016 On December 17,1998. 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 (eLC) throughout Pacific's and GTEC's 

service territories. 

IV. Proc~dural Matters 

In Resolution A LJ 176-3007, dated January 7, 1999, the Commission 

preliminarily categorized this application as ratesetting, and preliminarily 

determined that hearings were not necessary. No protests have been re('dved. 

Given this status, a public hearing is not necessary, and it is not necessary to alter 

the preliminary detern\inations. 

ll1is is an uncontested matter in which the decision grants the reHef 

requested. Accordingly, pursuant to Pub. Uti. Code Section 311(g)(2), the 

otherwise applicable 30-da}' period for public review and comment is being 

waived. 
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v. Financial Qualifications of Applicant 

To bc granted a CPCN, an applicant for authority to provide nonfadlities-

based local exchange and/ or interexchange services must demonstrate that it has 

a minimum of $25,000 of cash or cash equivalent to meet the Cirmis start-up 

expenses.1 To meet this rcquircnlcnt, applicant provided a guarantee by its 

president that demonstrated that it has sufficient cash to meet this rcquirement. 

An applicant seeking authority to pr()vid~ local exchange or intercxchange 
- ; -

services must also den\onsttate that it has suffident additional rCSOUf(~CS to (over 

all deposits required by local exchange" carriers (LEes) and/or intetexchange 

carriers (I ECS).3 Applicant represented that rio teleconln'lurticatitms carrier will 

require it to make a deposit b~fore service canbe initiated. 

We find that applicant has mct our requircment that it possesses sufficient " 

financial resources to fund its operations. 

VI. Technical Qualifications of Applicant 
Applicants for NOIEC and CLC authority arc required to make a 

rcasonable showing of technical expertise in telecon\munkations or a related 

business. To meet this requiren\ent, applicant submitted biographical 

information on its president. This biographical information demonstrated that 

applicant's possesses sufficient experience and knowledge to opemte as a 

telecommunications reseller. Applicant represented that no one associatcd with 

or employed by applicant as an a(filiate, officer, dircctor, partner, or owner of 

1 The $25,000 requirement (or ClCs is contained in D.95-12-056, AppendiX C. The 
$25

1
000 requirement for NDlECs is contained In 0.91-10-041. 

) The requirement (or CL.C applicants to. demonstrate that they have additional financial 
reso.urces to. meet any deposits required by underlyh'g l.Ees and/or JEes is set forth in 
D.95-12-056, Appendix C. For NDlECs, the requirement is (ound in D.93-05-010. 
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morc than 10% of applicant was previouslY,associated with an NOIEC that filed 

(or bankruptcy or went out of business, or was sanctioned by the Federal 

Comn\llnications Commission or any statcregulatory agency for failure to 

~()n\ply with any regulatory statute, rule, ot' order. 

\Ve find that applicant is technically qualified to operate as a CLC and 

NDIEC reseHer. 

VII. California "Environmental Quality Act (CEQA) 

CEQA requires thcCon\mission as the designated lead agency to assess 

the potential environmental impact of aproj~ct in order that adverse effects are 

" avoided, alternatives atc investigated, and cnvir6hirtental quality is restored or 

. enhanced to the fullest extent possible. Applictmttepreserited that it will ncit be 

construdingany facilities (or the purpose of providing inter~xchat\ge or local 

exchange services. It ~an be seen \vith ~ertainty tha"t there is no possibility that 

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

VIII. Conclusion 
We ~onclude that the application conforms to our rules (or ~crtification to 

provide competitive local exchange and intctexchangc tele~on\munications 

sen,ices. Accordingly, we shall approve the application subject to the terIl'S and 

conditions set forth herein. 

Findings 01 Fac"t 

1. Applicant filed A.9S-12·016 on Dccemb~r 17, 1998, (or authority to provide 

teleCOnl1l\Unications services as both a CLC and an NDIEC. 

2. Notice of A.9S-12·016 appeared in the Dally Calendar on December 21, 

1998. 

3. No protests have bccn filed. 

4. A hearing is riot required. 
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5. In prior Commission decisions, cQmpctition in providing interLAT A 

telecommunications services was authorized, but those oflering such services 

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

service. 

6. In D.94-09-065, the Comntission authorized con\petitive intra LATA 

services eflective Januar)' 1,1995, for carriers meeting specified criteria. 

7. In prior decisions the Comn\ission'authorized competition in prOViding 

local exchange telecoJ1\n\unications service within the serviCe territories of Pacific 

andGTEC. 

8. In D.95-07-0S4, 0.95-12-056, D.95-12-057, and 0.96-02-072, the Conurtission 

authorized CLCs n\eeting ~pedfied criteria to o((er (acUities-based services 

ef(ective January 1, 1996, and resale services elfedive March 31,1996. 

9. Applicant has a minimum of $25,000 of cash or cash equivalent that is 

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

10. No deposits are required by LECs or interexchange carriers for applicant 

to provide the proposed service. 

11. Applicant possesses the requisite experience and knowledge to resell 

telecommunications services. 

12. Applicant will not be constructing any facilities (or the purposes of 

providing intercxchange or local exchange service. 

13. As part of its application, applicant submitted a drclft of its initial tari(( 

which contained the dciiciencies identified in Attachment B to this decision., 

Except (or those deficiencies, applicant's draft tarifEs complied with the 

requirements established by the Comnlission. 

14. ExenlptioJ\ (rom the prOVisions of Pub. Vtil. Code §§ 816·830 h,lS been 

grallted to other NDlECs and CLCs. (Sec, e.g., 0.86-10~OO7, 0.88-12-076, 

0.97-01-015, and 0.96·05-060.) 
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15. The transfer or encumbrance of property of nondonlinant carriers has been 

exetnpted (rom the requirements of Pub. Util. Code § 851 whenever such transfer 

or encumbrance serves to secure debt. (See D.85-11-044, 0.97-01-015, and 

0.96-05-060.) 

16. By 0.97-06-107, all interexchange carriers and CLCs are no longer required 

to comply with General Order 96-A; subsections III.G(l) and (2), and 

Conmlission Rules of Practice and Procedure 18(b). 

ConclusIons of law 
.1. Applicant has the financial ability te) provide the proposed service. 

2. ApplicAnt has made a reasonable showing of techniCal expertise in 

telcconu1\unica lions. 

3. Public COIWellience and necessity require that applicant's competitive local 

exchange and interexchange servkes be subject to the tero\s alld conditions set 

forth herein. 

4. Applicant is subject to! 

a. The current 0.0% surcharge applicable to all intrastate services 
except for those exclttdcd by 0.94-09-065, as modified by 
0.95-02-050, to lund the Universal Lifeline Telephone Service 
(Pub. Util. Code § 879; Resolution T-16245, December 3, 1998); 

b. The current 0.192% surcharge applicable to all intrastate services 
except for those excluded by 0.94-09-065, as modified by 
0.95-02-050, to fttnd the California Relay Service and 
Communications Oevi<:es Fund (Pub. Util. Code § 2881; 
0.98·12-073 and Resolution T-16234, December 17, 1998); 

C. The user fee provided in Pub. Util. Code §§ 431-435, which is 
0.11% of gross int~astate rcvenlle for the 1997·1998 fiscal year 
(Resolution M-4786); 

d. The current surcharge applicable to all itHrastate services except 
for those excluded by D.94-09-065, as n\odified by 0.95-02.-050, to 
fund the California High Cost ~und-A (Pub. Util. Code § ~39.30i 
0.96·10-066, pp. 3-4, App. B, Rule 1.C; set by Resolution T·16242 
at 0.0% for 1999, December 3, 1998); 
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e. The current 3.8% surcharge applicable to aU intrastate services 
except for those excluded by D.9-1-09-065, as modified by 
0.95-02-050, to fund the California High Cost Fund-B 
(D.96-10-066, p. 191, App. B, Rule 6.F., Resolution T-16244 
Decen\ber 3, 1998); and 

f. The current 0.41 % 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 Tele<:onnect Fund 
(0.96-10-066, p. 88, App. B, Rule 8.G.). 

5. Applicant should be exempted (rom Pub. Util. Code §§ 816-830. 

6. Applicant should be exenlpted frol\\ Pub. Util. Code § 851 when the 

transfer or encumbrance scrves to secure dcbt. 

7. Since applicant will not be constructing any facilities, it can be seen with 

certainty that there will be no Significant e(feel on the environment. 

B.The application should be granted to the cxtellt set forth below. 

9. Applicant, once granted a certificate of public conveniellce and necessity to 

operate as a CLC, should be subject to the Com.mission's rules and regulations 

regarding the operations of CLCs as set forth in 0.95-07~054, 0.95-12-056, and 

other Commission decisions. 

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

tariffs as indicated in Attachment B to this decision. 

11. Any eLC which docs not comply with Our rules lor local exchange 

competition adopted in Rutcmaking 95-0-1-043 shaH be subject to sanctions 

includhlg, but not limited to, revocation of its CLC certificate. 

12. Because of the public intel'est in competitive local exchange and 

interexcha"nge services, the followh'g order should be effective inuncdiatel}'. 
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ORDER 

IT IS ORDERED that: 

1. A certificate of public convenience and necessity is granted to Pre-Paid 

Phones, Ltd. (applicant) to operate as a nonfadlities-based rescUer of ~ornpetitive 

local exchange and interexchange services, subject to the tein\s and conditions set 

forth below. 

2. Applicant shall (ite a written aecepta.nee of the certificate granted in this 

proceeding. 

3. Applicant is authorized to file with this Conunission tatHf schedules for the 

provision of competitive local exchange and interex~hange services with the 

deficiencies noted ~n Attachment B con'eded. Applicant nlay not offet $ervi~es· 

until tariffs are oil file. AppHcatlt's initial filing shall be made in accordance with 

General Order (GO)96-A, excluding Sections IV, V, and VI. TIle tariff shall be 

effective not less than 1 day after tariff approval by the Commission's 

Telecommunications Division. Applicant shall conlply with the prOVisions in its 

tariffs. 

4. Applicant is a competitive local carrier (CLC). The e((«xtiveness of its 

future CLC tariffs is subject to the schedules set forth in Appendix C, Section 4.E 

of Decision (D.) 95·12·056: 

liE. CLCs shall be subjcct tolhe fo1l0wing tariff and contract filing, 
revision and service priCing standards: 

"(l) Uniforn\ rate reductions for existing tadff servkes shall 
become effective on live (5) working days' notke to the 
Commission. Custon\er notification is not required lor ratc 
decreascs. 

"(2) Uniform major rate increases for existing tariff services shaH 
become effective on thirly (30) days' notice to the COnlmissiooJ 

and shall require bill inserts, or a n\essage on the bill itself, or first 
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class mail notice to customers at least 30 days in advance of the 
pending rate increase. 

"(3) Uniform nlinor rate increases shall become eUeclive ott not 
less than five (5) working days' notice to the COJnmissi91l• 

Customer notificatioll. is not required for such Il\inor rate 
increases. 

11(4) Advice letter filing for new services and (or all other' t}'pes of 
tari(( revisions, except changes in text not a(feding rates or 
relocations of text in the tarHf schedules, shan become effective 
on forty (40) days' noti~e to the Conmussion. 

"(5) Advice letter filings revising the text Or location of text 
material which do not result in an increase it\ any rate Or charge 
shall become effective On not less than(ive (5) days' notice to the 
Commission. 

"(6) Contracts shall be subject to GO 96-A rules for NDIECs, 
except interconnection contracts. 

11(7) CLCs shan file tariffs iI\ accol'dance with Pub. um. Code 
Section 876." 

. -

5. Applicant is a nondonunant interexchangecarrier (NDIEC). The 

effectiveness of its future NDIEC tariffs is subject to the schedules set (orth in 

Ordering Pan,sraph 5 of 0.90-08-032 (37 CPUC2d 130 at 158), as modified by 

0.91-12-013 (42 CPUC2d 220 at 231) and D.92-06-034 (44 CPUC2d 617 at 618): 

"5. All NDIECs arc hereby placed on notice that their California 
tariff filings will be processed in accordance with the 
following effectiveness schedule: 

lIa. Inclusion of FCC-approved rates for interstate services 
in California public utilities tariff schedules shan 
become effective on Ol\e (1) day's notke. 

lib. Uniforn\ rate reductions for existing services shall 
become effective on five (5) days' notice. 

lie. Unifonn rale increases, except for 1\\lno1' rate increases, 
for existing servic~s shall becoJ1\e effective on thirty 
(30) days' notice, m\d shall .requir~ bill inserts, a 
message on the bill itself, Or first class man notice to 
customers of the pending increased rates. 
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lid. Uniform minor rate increases, as defined in D.90·11-029, 
for existing services shall become effective on not less 
than five (5) working days' notice. Customer· 
notification is not required for such minor rate 
increases. 

lie. Advice letter filings {or new services and (oraH other 
types of tariff revisions, except changes in text not 
affecting rates or relocations of tcx~ in the tarili 
schedules, shall become effective on forty (40) daysl 
notice. 

-
"f. Advice letter filings merely revising the text or location 

of text material which do not cause an increase in an}' 
rate or charge shall becon\e effective on not less than 
five (5) dayst notice." 

6. Applicant may deviate from the following provisions of GO 96-A: 

(a) paragraph 1I.C.(I)(b), which requires conseCutive sheet numbering and 

prohibits the reuse of sheet nun\bers, and (b) paragraph I1.C.(4), which requires 

that "a separate sheet or series of sheets should be used for each rute." Tariff 

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

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

and surcharges to which applicant is subject, as reflected in Conclusion of L1W 4. 

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

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

8. Prior to initiating service, applicant shall provide the Commission1s 

Consumer Services Division with the appJicant's designated contact person(s) for 

purposes of resolving consumer complaints and the corresponding telephone 

number. ntis information shall be updated or if the name or telephone number 

changes. 

9. Applic~lnt shall notify this Commission in writing of the date that local 

exchange service is first rendered to the pubHc \vUhin five days after local 

exchange service begins. 
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10. Applicant shan notify this Commission in writing of the date inter LATA 

service is first rendered to the public within live days after service begins and 

again within five days of when intraLATA service begit\s. 

11. ApplicalH 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 arc required for 

inspection by the Conlmission or its staff, applicant shall either produce such 

records at the Commission's offices or reimburse the Comn'lission (or the 

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

13. Applicant shall file an annual report, in cOIl\pliance with GO 104-A, on a 

calendar-year basis using the in(ormation request form developed by 

Commission staff contained in Attachment A to this decision. 

14. Applicant shall ensure thM its enlployees comply with the prOVisions of 

Public Utilities (Pub. um.) Code § 2889.5 regarding solicitation of custon\ers. 

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

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

the effective date of this order. 

16. The corporate identification number assigned to applicant is U-6124-C 

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

Commission, and in the titles of other pleadings {iled in existing cases. 

17. Within 60 days of the cCfective datc of this order, applicant shall comply 

with Pub. um. Code § 708, Employee Identification Cards, and notify the 

Director of the Telecommunications Division in writing of its compliance. 

18. Applicant is exempted (rOll\ the prOVisions of Pub. Util. Code §§ 816-830. 

19. Applicant is exempted from Pub. Util. Code § 851 for the transfer or 

encumbrance of property, whenever such transfer or enclImbr(lncc serves to 

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

the fees listed in Conclusion of Law 4, the Conu:nission's Telecommunications 

Division shall prepare for COinrnission consideration a resolutiOl\ that revokes 

the applicant's certificate of public convenience and necessit}', unless the 

applicant has received written permission fronl the COIl\J'nission's 

Telecommunications Division to file or remit late. 

21. Applicant shall comply with the COnsumer protection rules contained in 

Appendix B of 0.95-07-054. 

22. Applicant shall comply with the-Con\Ir\ission's-rules and regulations for 

local exchange competition contained in D.95-07-054, 0.95-12-056, and other 

Commission decisions, including the I'equiremcnt that CLCs shall place custonler 

deposits in a protected, segregated, interest-bearing escrow accou.lt subject to 

Comnussion oversight (0.95-12-056, Appendix C, Scction4.F.(15». 

23. Applicant shall comply with the ComI'l\ission's rules and regulations for 

NDIECs set forth in 0.93-05-010, 0.90-08-032, and other Commission decisions. 

24. Applicant shall COIllPI}I with the customer notification and education rules 

adopted iJ\ D.96-04-049 regarding passage of (('tiling party number. 

25. Applic(lnt shall send a copy of this decisio)\ to concerned local permitting 

agencies not later than 30 days fronl the date of this order. 
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26. The application is granted} as set forth above. 

27. Application 98-12-016 is dosed. 

This order is effective today. 

Dated March 4, 1999} at San Francisco} Califorrtia. 
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RICHARD A. BlLAS 
. President' 

HENRY M. DUQUE 
JOSIAH L. NEEPER 

CommisSioners 
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INFORMATION REQUESTED OF COMPETITIVE LOCAL CARRIERS 
AND INTEREXCHANGE CARRIERS 

TO; ALL'COMPETITIVE LOCAL CARRIERS AND INTEREXCHANGE CARRIERS 

Article 5 of the Public Utilities code grants authority to the California PllbJk Utilities 
Co"mmlssion to require all public utilities doing business in Caliiorrua to file reports as 
specified by t;heCommisslon ofl,the utiti~ies' California operations. 

A specific annual report forn, has not yet been prescribed for the Caiilornia 
infetexchange telephone utilities. However, you are hereby directed to submit an 
original and two copfesof the information requested iri Attachment A (\0 later than 
March 31st of the year follOWing the calendar year for which the annual report is 
submitted. ' 

Address YOllr report to: 

California Public UtilitiesCoinmissioIl " 
At"lditing and Cotrtpliance Branch, Room 3251 
505 Van Ness Avenue -
San Francisco, CA 9~102·3~98 

. Failure to file this iniortnation on time n\ay result ina penalty as ptovided for in §§ 2107 
and 2108 of the Public Utilities Code. 

If YOll have any question concerning this matterl please call (415) 703~1961. 



A.98-12-016 Atj/jPO/jva 

INFORMATION REQUESTED OF COMPETITIVE LOCAL CARRIERS 
AND INTEREXCHANGE CARRIERS 

ATTACHMENT A 
Page 1 

To be filed with the California Public Utilities Commission, 50S Van Ness Avenue, 
Room 3251, San Francisco, CA 94102·3298, no later than March 31st of the year 
following the calendar year lor 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 contacted 
concerning the reported in{onnation. 

4. Nan\e and title of the officer havingcustOdy 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; et~.). 

If incorporated, specify: 

a. Date of filil\g articles of incorporation with the Sectetar>t of State. 
, 

b. State in which incorpolated. 

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

7. D,\te operations were begun. 

8. Descrir~tion of other business activities in which the utility is engaged. 

9. A list of all affiliated compartfes artd their teJationship to the utility. State if 
a ffiliate is: 

a. Regulated public utility. 

b. Publicly held corporation. 

10. Balance sheet as of December 31 st of the year (or which information is 
submitted. 

11. Income statement (or California operations {or the calendar year (or which 
information is submitted. 

(END OF A ITACHt\1ENT A) 
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ATIACIIMENTB 
Page 1 

Ust of deficiencies in tariffs filed by Pre-Paid Phones~ Ltd, in A. 98-12-016 to be 
corrected in Tari(f Compliance filing. 

1. Include sample forms. 

2. Need to delete Advice Letter No.1 (rom the draft tariff sheets. lhe company's 
compliance tariff will be the Advice Letter filing. 

3. Sheet 4-1', Service Area Map should indIcate that the company intends to 
provide local exchange service in Paci(ic Bell's and GTEC's service .areas. 
Clarify language to indicate that whiletoH Service may be provided 
statewide, competitive local service is limited to ·Pacific Bell, GTEC, Roseville 
and Citizen's service territories .. 

4. Sheet 7-T, Taxes and Surchargcs needs to be updated. 

5. Information specified in Rule II, Change of Service Provider, Appendix B of 
D. 95-07-054 must be included in the tariff. 

6. Sheet 25~T, Appelldix B, page 12 in D. 95-07-054 under blocking access to 900 
and 976, the Commission stated that the CLCs shall block at the customer's 
request. 

7. The conlpany must include a demarcation tariff or concur in another carrier's 
tarif( demarcation tariff. 

8. Include an additional schedule (e.g) No. 2-T (or interexchange 
telecommunications services. 

(END OF ATfACfIMENT B) 


