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days a week. These employees can be available to service McCaw
customers within the next five years.

Service improv,ment. AT&T has developed methods for
identifying customer dissatisfaction and implementing positive
changes to help the customer. These methods would be available
to McCaw within the next five years.

(c) Develo~entof Technology. Wholesale and retail
customers would beneflt from the design and delivery of new
services and by the enhancements to existing services that
would be facilitated by the merger. The study and development
of capacity expansion, radio frequency propagation
characteristics, speech recognition and systems integration by
McCaw would be aided appreciably by the availability of AT&T's
considerable expertise, research capacity and financial
resources.

33. Following the merger, AT&T/McCaw will file
confidential annual reports with the DRA and CACD, describing
the progress made in each of these areas.

XI. WMBE Reporting

34. AT&T/McCaw will apply AT&T's systems and
expertise to assure compliance by McCaw's California Utilities
with Commission orders regarding the WMBE program.

XII. Execution of the Agreement

35. This Agreement may be executed in any number of
counterparts and by different Parties hereto in separate
counterparts, with the same effect as if all Parties had signed
one and the same document. All such counterparts shall be
deemed to be an original and shall together constitute one and
the same Agreement.

36. The Parties hereto acknowledge each has read this
Agreement, that each fully understands its rights, privileges
and duties under this Agreement, and that each enters this
Agreement freely and voluntarily. Each party further
acknowledges that it has had the opportunity to consult with an
attorney of its own choosing to explain the terms of this
Agreement and the consequences of signing it.

37. The Parties each represent that they and/or their
counsel have made such investigation of the facts and law
pertaining to the matters described in this Agreement as they
deem necessary and that they have not relied and do not rely
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upon any statement, promise or representa~ion by any o~her

party or its counsel, whe~her oral or written, .xcep~ as
specifically s.~ for~h in this Aqreement. The Parties each
expressly assume ~h. risk of any mistake of law or fac~ made by
~hem or their counsel.

38. The undersiqned hereby acknowledq. and covenant
that ~hey h.ave been duly au~horized to execu~e this Aqre.men~

on behalf of ~~eir :espective principals and that such
execution is made wi~hin the course and scoee of their
respec~ive aqency and/or employment. -

XIII. Governin; ~aw

39. This Aqreement shall be qoverned by the laws of
the State of California.

IN WITMESS WHEREOP, the Partie. have ex.cu~ed this
Settlement Aqreemen~ on the paqas that follow.

AMERICAN TELEPHONE: && TELEGRAPH
COMPANY

By:~
. ar

RIDGE MERGER CORPORATION

By:_~~I""'1""'""_~~----
Marilyn J. Wasser

McCAW CELLULAR COMMCNICATIONS, n

By:--~=--__--=~:o:--...-o;~---Scott K. Morris

DIVISION OF RATEPAYER ADVOCAn:S

[ADDITIONAL SIGNATURE PAGES OMITTED]
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APPENDIX A

A. Annual Financial Report of McCaw as a s..nte entity.
B. Annua. Financia. Reports for each of McCaw's California utilities.
C. Capita. e.penditures for McCaw's Calilornia utHities.

1. RePon 01 StI'" of E.u,1 Access

3. Employee ReportinK

A. Initial report on employmeat, salary alld benefit levels lor McCaw's
California utilities aad AT&T's CaUIornia operations.

B. Initial report on AT&TlMcCaw plans for employmeat reduetions
unrelated to the meraer.

C. Annual reports on employment, salary and benefit levels lor McCaw's
Califoraia utilities and AT&T's CaWonria opentions.

D. Ann.al report on net reductions in employment not caused by the
meraer.

4. Ann,.. Bepon on Cu,to.er BeRefill

5. Annual MWBE Report for McCa.'s California V'Pi'ia

(END OF APPENDIX B)
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Los Angeles Cellular Telephone Company Advice Letters



LACfC

AL's INTRODUCING NEW PLANS OR PROMOTIONS:

28 [AL'S: 47, 80, 101, 102, 103, 104, 106, 108, 124,
125, 144, 148, 179, 167-A, 260, 289, 302, 316, 317, 320, 337-A, 358,
366, 367, 370, 371, 465, 472]

AL'S MODIFYING RE-INTRODUCING EXTENDING, OR FURrnER REDUCING
EXISTING PLANS OR PROMOTIONS:

47

OrnER:

[AL'S : 156, 168, 214, 215, 216, 217, 218, 219, 220, 232, 258, 263,
298,318,336,340,359,360,372,375,376,381,387,389, 381·B, 398,
406,415,417,422,430,431,432,434,436,437,442,443,444,446,
460, 461, 470, 471, 488, 501, 504]

1 CEIUNG RATE FlUNG (AL 420)
3 PUCREJECfED FIliNGS (AL'S : 79, 107, 122)
1 CELL SITE MODIFAcnON FlUNG (AL 507)
2 ACI1VATION FEE DEFERRAL FILINGS (WHERE ACT. FEE ADDED TO
TERM. FEE) (AL'S : 491, 506)
1 PROG TO DEFRAY ADMIN. COSTS OF RESELLERS (AL 492)

AL'S INTRODUCING NEW PLANS OR PROMOTIONS:

TOTAL

1990: 1
1991: 13
1992: 6
1993: 6
1994: 2

(TOTAL 28)

OF 28, :# STILL IN EFFECT = 18

:# EXPIRED = 11

ONE COUNTED TWICE HAD BOTH EXPIRED
AND CURRENT RATES



AL'S MODIFYING, REINTRODUCING, EXTENDING OR FURTIffiR REDUCING
EXISTING PLANS OR PROMOTIONS:

1990: 0
1991: 9
1992: 5
1993: 25
1994: 8
(TOTAL 47)

01HER8
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A'rl'ACHMENT 13

Declaration of David Nelson



DECLARATION

David Nelson hereby declares as follows:

1. I am vice President of Cellular Service, Inc. (»CSI"),

which has principal offices at 6100 San Fernando Road, Glendale,

California. I have also been President of the Cellular Resellers

Association, Inc. ( "eRA" ) , the California resellers trade

association, since 1985. The purpose of this declaration is to

explain cellular resale activities in the State of California.

2. CSI has approximately 2~,000 subscri.bers and is the

largest cellular reseller in Southern California. CSI commenced

its cellular resale activities in 1984 after receiving a

certificate of public convenience and necessity from the California

Public Utilities Commission ("CPUC").

3. In essence, CSI, like other resellers, is a subscriber to

the ~CC-licensed cellular carriers. CSI purchases large blocks of

lime from both Block A and Block B I~arriers and resells the Lime to

C51's subscribers. CSI incurs most of the same costs that the FCC

licensed carriers incur in the acquisition and servicing of retail

customer:s. Those expenses includE~ (a) marketing, which averag~s

about $300 to $400 for each customer acquisition, (b) billing and

collect ion services I (C) bad debt., (d) customer service, and (e I

GENERAL AND ADMINISTRATIVE ("G&A U
) costs. Although tt has some

control over these latter costs, CSI has no control over its major

expense -- the purchase of service from the cellular carries.



4. The CPUC has established rules and policies which require

the FCC-licensed cellular carriers to sell service to resellers at

wholesale rates. Those rates, in turn, are designed to reflect the

reduction in carrier expenses -- including those items set forth in

paragraph 3 above -- which are absorbed by CSI instead of the

carrier for CSI's subscribers. Thus, CSI not the facilities

based carrier whose service is being resold -- pay for customer

acquisition, billing and servicing, G&A, and any bad debt for any

subscriber bill that becomes uncollectible. In other words, the

wholesale margin requj rement merely prohibits the carrier from

earning money to cover costs which are borne by the rescl1er.

~. CSI, like most resellers, operates under a very small

profit margin. CSI's average pre-tax profit margin between 1986

and 1993 was 1.8 percent (which is particularly small when it is

remembered that resellers, unlike the carriers, have relatively few

assets which can be depreciated). Nonetheless, CSl has made every

effort_ to compete with the FCC-licensed carriers by offering

several rate plans which are priced below the carriers' rate plans

and by offering promotions which provide customers with benefits

such as free or reduced service establishment fees and free airtime

minutes. In fact, on the most popular service plans aViiilable

today Value Plans, which bundle! a specified amount of airtime

under a set access charge CSI discounts its service

establishment fees by 50% and provides approximately 10% more free

minutes than the FCC-licensed carriers.



6. Neither CSI nor the Cellular Resellers Association, Inc.

("CRA"), of which CSI is a member, opposes any rate reduction by

the cellular carriers -- as long as the carriers maintain the

wholesale margin. CSI and eRA have only protested a carrier's

proposed rate decrease if the rate decrease appears to be a

disguised effort to avoid the mandated wholesale margin

requirement.. During the past few years, there have been

approximately 30 instances (among hundreds of carrier advice letter

filings) where the FCC-licensed cl~llular carriers have tried to

erode the wholesale margin by offering service plans which did not

conform to the CPUC's order. Again, it is important to emphasize

that neither CS I nor CRA has any ob:iection to any carrier ef fort to

reduce the costs to consumers through lower rates or long-term

package plans.

7. At one point, for example, u.s. West proposed to give its

subscribers -- but not CSI's subscribers -- a $400 rebate for the

inception of servl.ce. U.s. West's discriminatory proposal was

particularly troublesome since csr, like most carriers, must spend

approximately $300-$400 for each customer acquisition. In effect,

then, u.s. West's proposal would completely undermine CSI's ability

to compete because CSI would still have to make an gndiscounted

purchase of service and then incur the various expenses described

in paragraph 3 above for customer acquisition and servicing.



8. l\s n general proposition" it does not seem fair to me to

allow u.s. West and other FCc-licensed carriers to operate retail

activities in a competitive market at a loss while maintaining the

same rates (which are extremely profitable) at the wholesale level

where there is only limited (if any) competition (since no one can

sell at wholesale without an FCC license, and there are only two

cellular licenses in each market).

9. The CPUC's regulatory program has authorized resellers

like CSI to amend their certificates of Public Convenience and

Necessi ty would become switch-based cellular resellers. Such

resellers would install switching equipment between the FCC

licens'ed carrier's Mobile Telephonl:? Switching Office ("MTSO") and

the Local Exchange Carrier's ("LEe") Central Office. use of a

reseller swi tell would enable CSI to offer lower rates to its

subscriber, by shifting control of certain switching functions

from the facilities-based carrier to the reseller. As a switch

based reseller, CSI could perform its own subscriber validation,

call routing to the LEC, and certain billing functions now

performed by the carrier.

10. Switched-based resellers will be able to provide improved

services (like voice storage and retrieval, call waiting and call

forwarding). We will be able to design and offer services which

rely on the interworkings of a switch. For example, an FCC

licensed carrier is testing a switched-based product which allows

retail customers to have their home, office, cellular or paging



calls directed through a central "gateway" telephone number. The

customer does not have to give out 4 different telephone numbers to

be reached. This service is only available to the FCC-licensed

cellular carrier's retail users, since they control the switching

facilities.

11. Fi.nally, I should add that Nextel Communications, Inc.

("Nextel U
) ~s not yet a competitive force in the mobile

communications market in Southern California and I have no reason

to believe that Nextel will be a force in the foreseeable future.

Nextel cannot offer wide area, interconnected service, and the

telephones it distribut.es to consumers are much larger and less

user friendly than those offered by the cellular carriers and

resellers.

I hereby declare under penalty of perjury that the foregoing is

true and correct.

72~j~_~_--,lL-- _
David Nels-on-

1('·-/1--9£"/

Date
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ATTACHMENT 14

Declaration of steve Muir



s~.v. Muir hereby declares as followst

1. I fUll Pr_iclent ot Cowrach Mobile Telephone company

("Co.Tech"), which baa its principal ottices at 3928 Point Idan

Way, Hayward, california. I have also been Secretary-Treasurer

of t:he Cellular Reaellars Association, Inc. ("CRA'·), the

California res.llars trade a.sociation, since 1985. The purpose

of this declaration is to review ComTech's cellular resale

activities in th8'state ot California.

2. ComTech has approxi.a~ely 36,000 subscribers and is ~h8

larqest cellular re.eller in Northern California. ComTech

cows.need its ~.llular resale activities in 1984 after receiving

• certificate of public conveniance and necessity from the

California PUblic utilities Commission ("CPUC").

3. I have reviewed the declaration of David Nelson ~o be

tiled in conjunction with the proceedings on the California

petition in PR File No. 94-SP3. That declaration accurately

describes ~he basic nature of ComTech's cellular resale &OurC8Q.

Like eSI, Co.Tech operates under a very small profit marqin.

comTech's average pre-tax profit mar9~n between 1986 and 1993 was

3.5 percent. And like CSI, ComTach has made every effort to

coapeee with the FCC-licen8ed carriers by otterinq dOlens o~ rate

plans which are otten lower-pricQ4 than ~he carriers' rate plans.

A ~ew of COIllTec:h'. rate plans are 4eaaribed in the att.acblllent to

this declaration.

4. Like Mr••alaon, I am aware of s1tua~1ons in wh1chth.

PCC~licen.ed cellular carriers offer paOkaqes to ratail customers



- 2 -

-,.. ...

on a 41scriminatary basis ~o their retail subscribers but not ~o

e01ltl'ecb' s. Ateached 'to 1:his' c!eclaration is an advertisement rrom

GTE Mo~ilnet, one of ~e Bay Area's FCC-licensed oellular

carriers, ofterin9 "Co 9'1"8 a $319 television to anyone who

bacoaas a new aubacriber tor GTZ Kob11net's cellular service.

QiYeft the small proti~ marqin under which. ComTech operates, it i.

plainly unfair tor coaTech ~o have to compete against such otfars

whioh ComTech would otherwise have to purcha•• Xobilnet's s.rvice

for its sUbscribers without receivinq any kind of comparable

4iscount or promotion.

S. Like CSI, ComTech is prepared to install its own switch

between the cellular carrier's MTSO and the Local Exchange

carrier in order to reduce costs and improve service to its

aubac:ribers. ComTech is prepared to enCJaqe a manufacturer of

carrier switch•• to ensure that ComTech'& switch is technically

compatible.

I hereby dec:lara under penalty of perjury that. the forevoinq is
true and correct.

~_..._:_.._----
tol('t~4:

Date
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1 San Francisco/San Jose market. Mobilnet's Agents, as listed in

2 the caption of this complaint, sell Mobilnet's retail cellular

I 3

4

5

6

1

8

9

10

11

service to the pUblic pursuant to written agreements with

Mobilnet whereby Mobilnet pays such Agents a commission for each

cellular subscriber who purchases cellular service from

Mobilnet.
----- ---------)

4. On or about December 1, 1986, Mobilnet in concert

with its Agents, has implemented a plan which provides for the

sales promotion offering of a free Panasonic color television

set (valued at $319.00) to members of the public in return for

purchasing a telephone from Mobilnet's Agents and retail

cellular service from Mobilnet.

;
/

13
es promul...J.uu an 1ncludes newspaper and

14

15

]6

17

]8

19

20

21

22

23

radio advertising. Attached hereto as Exhibit A is a copy of an

advertisement for the plan that was published by the San

Francisco Chronicle on December 1, 1986. Attached hereto as

Exhibit B is a copy of an advertisement furnished the

Association's counsel which, according to Mobilnet, is scheduled

to be used after December 10, 1986. The December 1, 1986

advertisement clearly states that the receipt of the television

set is tied to "sign up for GTE Mobilnet cellular service." The

December 10, 1986 Advertisement copy states, by way of small

print and an asterik "*GTE Mobilnet phone number required with

document furnished by Mobilnet in conjunction with California

24

25

26

purchase

6.

"
Attached hereto as Exhibit C is an eight page

27

28

Mobile Phone Co., Inc., one of Mobilnet's Agents, that de-
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ATTACHMENT 15

Cellular Resellers Association, Inc., Response to Applications
for Rehearing (September 21, 1994)



Investigation on the Conunission's
Own Motion into Mob. Telephone
Service and Wireless Communications

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA a

)
) I. 93-'2-007
) Decision 94-08-022

--------------).
RESPONSE TO EMERGENCY REQUEST OF

LOS ANGELES CELLULAR TELEPHONE COMPANY
FOR IMMEDIATE STAY OF DECISION 94-08-022

Cellular Resellers Association, Inc. ("CRA"), Cellular Service, Inc. ("CSI"), Comtech

Mobile Telephone Company ("Comtech") and Nationwide Cellular Service, Inc.

(''Nationwide'') (collectively "Resellers"), by their attorney and pursuant to Rule 42(b) of

the Commission's Rules of Practice and Procedure, hereby respond to the Emergency

Request of Los Angeles Cellular Telephone Company For Immediate Stay of Decision 94-

08-022 dated September 28, 1994. As discussed below, none of LA Cellular's claims are

new and merely regurgitate those raised in its Application for Rehearing filed on or about

September 6, 1994. As a result, the so-called "emergency petition" is nothing more than an

unauthorized pleading and should be dismissed outright.

Nonetheless, Resellers will again respond to LA Cellular's extra record concerns,

noting in the case of interconnection of the reseller switch, that at least four existing

resellers have sent a total of 15 bonafide interconnection requests to duopoly carriers for

Los Angeles, San Francisco, San Jose and San Diego as well as the surrounding MSA's in

reliance on Dec. 94-08-022. See Attachments 1-9 hereto. Moreover, as LA Cellular's

attached correspondence with various resellers indicates, it intends to obstruct the efforts of

resellers to interconnect their switches and deny the public the further competition that

switch-based resale would provide as set forth in Dec. 94-08-022. The Commission should

not allow this to happen. Instead, it should make sure that the duopoly carriers cooperate


