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12 BY THE COMMISSION:
RN Having considered the entire record herein and being fully advised in the premises, the Arizona

14 Corporation Commission CCommission™) finds, concludes, and orders that:

13
ih 1 On March 10, 1997, Amencan Telecommunications Systems, Inc. C"ATS  or “Applicant™)

17 o filed with the Commission an apphication tor a Certificate of Convenience and Necessity (“Certificawe™)

IR 1 1o provide resold telecommunications service in the State of Arivona,

v 2. In Decsion No. 38926 (December 22, 1994), the Commission found that resold
2 telecomimunications providers (Uresellers™) were public service corporations subjeet to the jurisdiction

21 of the Commission.
R | 3 in Decision No. 39124 (June 23, 1995), the Commussion adopted A A.C. R14-2-1101

23 through Ri4-2-1115 to regulate resellers.

M4 4. ATS 15 an Oluo corporation which has been qualified w conduct business in Arizona since
2501997
26 5 ATS 15 a switchless reseller which purchases telecommunications services from AT&T.

27 6. On November 4, 1997, the Commission’s Utilities Division Staff (Swdt™ filed a Stat

28 Report.
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7 The Statt Repont stated that ATS provided a corpiled balance sheet for the period ended
February 10, 1997, Applicant was incorporated in February 1997, The balance sheet indicated that
Applicant had no retamned carmings. Applicant did not subniit an income statement. Staft stated that
Applicant has not provided adequate financial information for Staff to make a determination regarding
Appdicant’s financial viabihity and financual resources.

5 Stafl has concemns about Applicant’s ability to incur operating losses in the future and o
repay customer prepayments, advances, and deposits. Accordingly, Staft recommended that pursuant
10 A AL REE2-TT05 DL Applicant maintain for a minimum of one year, an escrow account equal to the
total amount of any prepayments, advances and deposits that Applicant may collect from its customers
as a condition of certification. In the alternative, Applicant could file a letter stating that it does not
currently charge custemers any prepayments, advances or deposits, and does not intend to do so in the
future I at some tuture date Applicant destred to charge customers any prepayments, advances or
deposits. it must file imformation with StafY that demonstrates Applicant’s financial viabiliy. Staff would
review the information and provide Applicant its decision concerning financial viability within 30 days
of receipt of the idormation. Staft beheves that if Applicant experiences financial difficulty, there should
be munimal wnpact o its custemers. Customers are able to dial another reseller or tucilities-based
provider, and may permanently switch to another company without forfeiting any prepayment, advance
or deposit.

9. The Statl Report stated that Applicant has no market power and the reasonableness of its
rates would be evaluated in a market with numerous competitors.

10, Statt recommended that:

(4} Apphicant’s application for a Cernficate should be approved subject to AAC.
Ri4-2-1106.8:

thy  Appheant’s mtrastate 1oll service offerings should be classified as competitive
pursuant 1o AAC RI4-2-1108;

il Applicant’s competitive services should be priced at the effective rates set forth
in Applicant’s tarifls and the maximum rates for these services should be the maximum
rates proposed by Applicant in its tarifls. The minimum rates for Applicant’s competitive
services should be Applicant’s long run incremental costs of providing those services as
set forth in A A.C.RI4-2-1109. Any future changes to the maximum rates in Applicant’s
taritfs must comply with A AC RI4-2-11HHO:
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(d)  Applicant should be required to comply with the Commuission’s rules and modify

its tartfTs to conform with these rules, if it is deternuned that there is a conflict between

Applicant’s tartf1s and the Commission’s rules; and

{¢+  The application may be approved without 4 hearing.

11, By Procedural Order dated November 5, 1997, the Comnussion set a deadline of
December £, 1997 for ihing exceptions to the StalY Report; requesting that a hearing be set. or requesting
intervention as interested parties.

12, Noexcepuons were filed to the Staff Report, nor did any party request that a hearing be
sel, nor were any requests for intervention filed with Docket Control.

3. On November 12. 1997, Applicant filed a letter which indicated that Applicant has not

amd does not intend 10 charge customers any prepayments. advances or deposits.

14 Applicant’s propos.d tarif? includes a section on the provision of prepaid telephone calling
cards.

15, On Mav 28, 1998, Applicant filed a statement indicating that it 1s not selling prepaid
telephone calling card service i the State of Arizona. Applicant stated that the prepaid calling card

fanguage in the tartt s included for future use it Applicant begins to offer such service.

I Applicant is a public service corporation within the meaning of Article XV of the Arizona

Constitution and A R S §§ 40-281 and 40-282.

2 The Commission has jurisdiction over Applicant and the subject matter of the application.
3 Notice of the application was given in accordance with the law.
4. As condiioned below, the provision of competitive interb ATAmral ATA reseller

services in Arizona by Applicant is in the public interese,

b With the conditions contained herein. Applicant is a fit and proper entity to receive a
Certficate for providing competitive imtecd ATA/intral ATA reseller services in Arizona,

6. Statl s recommendations in Findings of Fact No . 10 are reasonable and should be adopted.

as modified below,
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TTIS THEREFORE ORDERED that the application of American Telecommunications Systems,

| Ine for a Ceruficate of Convenience and Necessity  for authority o provide competitive

terk ATAintral ATA resold telecommunications services except local exchange services shall be. and

the same 15, hereby granted, as Bmited below.

FEES FERTHER ORDERED that American Telecommunications Systems, Inc. shall comply

- with the MafY recommendations set forth 1n Findings of Fact No. 10, which shall include the removal of

the tant? section regarding prepad tetephone cards from its Arizona tarifl until further ordered by the
Commission.

IT IS FURTHER ORDERED that American Telecommunications Systems. Inc. shall not be
authorized to charge customers any prepayments, advances or deposits. If in the future American
Telecommunications Systems, Inc. desires to initiate such charges, it must file information with the
Commussion that demonstrates the company’s financial viability. Stafl shall review the information and
file its recommendation concerning financial viability within thiny days of receipt of the financial
information. tor Commission approval,

ITIS FURTHER ORDERED that this Deciston shall become effective immediately

’ BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
J .
i £
' f‘sl(‘f’\f - H URMA\ CON
c"-'/ IN WITNESS WHEREOF, I SE. Exceuntive Secretary of the Arizona
Corporation Commission. have hereunto set my hand and caused the official seal
of the ¢ ummzsmow be affixed at the Capitol, in the City of Phoenix, this

lé44% davof T,

/y . 1998,

WK ROSE™ P
EXECUTIVE SECRETARY

| DISSENT
| BMB:dap
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ATTORNEY AT LAW
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