PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Telecommunications Branch RESOLUTION T-14020%
commission Advisory and cCompliance Division November 22, 1989

RESOLUTION T-14020. Los Angelés-SMSA Linited
Partnership Rétail and Wholésalé Cellular Service
Oofférs, “Emergency Preéparédness Plan”

BY ADVICE LETTER No. 53 and 53A, FILED ON september 26,
1989 and October 23, 1989, Los Angeles SMSA Limited
pPartnérship (LASLP) offers new retail and wholésale
cellular sérvice called Emergéncy Preparedness Plan.,

SUHHARY

LASLP offers new wholésale and retail céllular service called an-
#“Emérgency Preparedness Plan” that réduceés access rates from. the
standard $45 per month (wholésale, $34.41 peéer month) to $16:50: "
per month (wholesale, $14.50 per month) and ralseés usage charqes
from the standard $.45 pér minute ( wholesale, $.37 per mlnute)
to $:99 pér minute (wholesale, $.86 per minuté), for the first
30 minutes éach month. For usagé over 30 minutes per month, thé
standard retail and wholésale chargés apply. The purpose o6f the
offer is to prov1de a céllular service plan that serves as a T
backup for orqanlzatlons in the évent of a dlsruptlon in
landliné teléphoné serv1ce. The plan is désigned for low usage
(casual, or for tésting purpéses) unless landliné seérvice is
actually dlsrupted. .

Protests were rece1Ved from M1551on Bell . Telecommunlcatlons
cOrporatlon (H15510n Béll) and the Cellular Resellers . S
A55001at10n (CRA). The protests complainéd that that the LASLP.A
or1g1na1 retail-only offer . (Adv;ce Lettér No. 53) did not permit
‘the réséllérs aAn opportunity to compéte when seélling bélow the: -
réseller’s own cost. LASLP respondéd to the proteésts by fillng
its suppleméntal Advice Létter No. 534, which included a :
wholésale plan,,and rev1sed the retail plan so that at any leVel
of usage a reétail nargin is available to the reseller‘

CRA and Mission Beéll both protéestéd LASLP’s wholesale offer in
Advice Leétter 534, ca111ng thé Plan’s gross margln unreasonable
and antl-competltlve. LASLP résponded. that it beliéves the
marg1n offered in its Plan is reasonable given the uniquenéss
and 11m1ted démand expécteéed:. Theé margin depends on the
subscriber’s usage (less than 12. 6% at or below 30 mlnutes of
usage, to over 20% for 60 ninutes of usage).
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LASLP states that it has priced the Plan in response to .. :
inquiries from potential subsoribers who desire a low mOnthly
access feé and limited usagé éxcept in case of emergéncy. It
believes thé Plan is not anti-competitive and will offer
reséllers an opportunity to design their own unique retail back—
up commications plans. .
We find the retail and wholesale Emetgency Préparedness Plan
offers of LASLP to bé fair and reasonable, and make then
effegtivg today. Thé proteéests of Mission Bell and CRA are
dismissed.

BACKGROUND , )

on Séptember 26, 1989, LASLP filed Advicé Lettar No.- 53 offering
a néw retail cellular servicée plan, Emergency Préparednéss Plan;
that lowered monthly access chargés from $45 to $15, and raised -
peak airtime. usage charges from $.45 per minute to §1 g0 per '
ninuté for the first 60 minuteés of usé each month: Usagée -
reater than 60 minutés a month would incur access charges of
,345 for that month and $.45 pér ninute for each minute of use
ovér 60, , - _
Thé purpose of the fillng was to establish -servica plan for
cellular to service as A communications back-up foxr .
organizations in the évent of a dlsruption in landline serv1cé.
Theé plan was désigned for 1ow usage (pr1mar11¥ off-peak) for -
testing unless landline serV1ce is actually q srupted.; e

Protests were -réceived .on October 16, 1989, from 31581on Bell
and on-October 16, 1989, from CRA. H1581on Bell protests. that
LASLP doés not offér its wholesaleé customers (resellérs like
Hission Béll) a compénsatory rate, demonstratinq that it is
1mposs1b1e for any reséller to make the same. offer to thé
réséllér’s reétail customers without incurring a substant1a1
loss., CRA also protests that réséllers cannot match LASLP'
retail Advicé Létter No. 53 without selling below their cost.~

on October 23, 1989, iASLP filed supplemental Adv1ce Letter Ho.
53A in which it introduced a wholesalé equivalent of. thé réta11
Emeérgency Preparedness Plan. LASLP reéduced the number of -
minutes of usage from 60 to 30 minutes at which time cha
revert to thé standard access and usagé rateés. - ‘TASLP rev1sed
the rétail per minuté raté from $1.00 to $.99 and the monthly
access from $15 to $16.50.

The wholesalé rates aré $14.50 per month for access and $. 86 per
mlnute for usage up to and including 30 minutes of usé:

.~

LASLP stated that it believes its revised Emergency Preparedness
Plans (AdV1cé Letter No. 53A) are respon51ve to theé bdasic )

concern of Mission Béll and CRA, and will make cellular service
available to bu51nesses which have expressed a neéd for cellular
to play a part in their individual émergency. preparedness plans.
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On Novembexr 7, 1989, CRA and Missidn Bél)l protested LASLP Advice
- Letter No. 53A: Mission Bell statés that the resulting gross
margin for the Plan (with no monthly usage) is only 12.1%, well
below the standard Basic Rateé margin of 23.,5%. It bélieéeves the
Emergency Préparednéss Plan is anti-competitive and
unreasonable. '

CRA states that the Plan’s maximum gross margin of 12.85% is not
justified by LASLP and doés not *present a realistic business
opportunity to indepéndent résellers”. It calls the reduction
of the standard gross margin by almost 50% *unfair and anti-

competitive~.

LASLP résponds that thé purpose of thé plan is to meet a limitead
customér démand for low access r,10u:usagé.back-u§- e
communications service. It béliéves thé plan will be uséd only
by businesses who want an altérnativé communication system
during émérgencies such as a firé, éarthquake, oOr othér ' =
disaster., It eéstimates that no significant markqtih? costs will .
- be générated by these Plans: - LASLP démonstrates in its response
that as thé custémer’s usagé éXceééds the 30 minuté cap =
eéstablished in the Plan, the gréss margin réturns to over 20%,
thée same as in the Basic Rate Plan. < . . .

LASLP offers to provide Commission Staff with a report in one ' .
'yéar on thé numbér of subscribers.to thée Plans and a description

of actual usage pattérns. We will ask Staff to request such &

report from thé company aftér oné year of experienca with these

offers. In the intérim, wé agréé with LASLP that the Emérgéncdy .
Préparedness Plan is in thée public interest and we acceépt thé

-préesent offer as réasonablé.

DISCUSSION _
We find that LASLP has réspondeéd efféctively to thé protests of -
Mission Bell and CRA,; and has éfféred in its supplémeéntal Advice
. Leétter No. 53A wholésalé and rétaill Emérgéncy. Preparéd Plans
that offér céllular sérvice that is in thé public interést and
providés an opportunity for reselléers to compete in the :
marketplacé with the cellular carrier. :

'

ROTESTS -

The protests of Mission Bell and CRA are dismissed.

F >~-‘.G.S - - .

The_Emefgéncy Preparedness Plans of LASLP as Suppleméhtéd by 1'.
Advice lLetter No. 53A and fair and reasonablé and in thé public
interest.




,Névcnber 22,1989
'Taxnxroax, IT I8 ORDERED thatz

Advice Letter No. 53 (as supplemented by Advlce Letter No. 53A
filed October 23, 1989) is made effective today. :

I hexréby ceéxtify that ‘this Résolution was- adOpted by the
_ Publio Utilities Commission at its reqular meeting on November
22, 1989:. The following Commissioénérs approved ity

G. MITCHELL WitK

- . Prosident:
FREDERCI?VR Hgtlé)a R T B S5 Sl
STANLEY I s‘Iey Ftankli ROSPRAA
gﬁg&\ %Hkgé\(rém : o Act1n§ sxecutwe D?rector -
7 Commissioners . . - - ’;,,m ““x\‘,_:-




