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BEFORE THE PUBLIC UTILITIES COMMISSION ~F THE STATE OF CALIFORNIA 

In the M~tter of the Application of ) 
ITT Communications Services, Inc. ) 
C'O'-S·041-C) and Metromec3.ia Long ) 
Distance, Inc. for Approval to ) 
Transfer Control ~ ) 

-------------------------------) 

Application 39-03-048 
(Filed Ma~ch 30, 1989) 

~his is an application in which Metromeaia Long Distance, 
Inc. (Metromedia) seeks authority to acquire control of ITT 
Communications services, Inc. (ITTCSI). 

Notice of the filing' of the application appeurod in the 
Commission's Oaily Calenear on April 4, 1989. 'I'here are no 
protests. 

Metromedia is a Delaware corporation~ On June 27, 1989 
it s~mitted a certificate from the secretary of State indicating 
it was qualified to ao business in California. The certificate is 
dcsiqnatod Exhi~it 1. The application did not have financial 
information about the proposed transaction ana contained a motion 
seeking a waiver o·f :Rule 35·(a) which requires such information. 
The motion had ~een pending. On July 11, 1989 applicants submitted 
a document containing the information required:by Rule 3S(d). 'rho 
d.ocuxnent has }:leen aesiqnatca as Exhibit 2. 'rhe matter is now ready 
for decision. 

The commission makes the tollowinq findings and 
conclusion. 
lindings9fF~ 

1. A public hcarinq is not necessary in thi~ matter. 
2. ITTCSI is a ~claware Corporation qualifie4 to do ~usincss 

in California. It holds authority from the Commission to provide 
interLA'tA telephone service in California· (U-5~41-C). I'l''rCSI 
provides. MTS and WA'I'S-like intcrLA'l'A telephone scrvico~, and 
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private-line point-to-point interLATA service, ~oth within the 
State ot California and throughout most of the United States. 
ITTCSI was formerly known as United States Transmission Systems, 
Inc. and is a wholly owned subsidiary of ITT Corporation. ITTCSI 
was originally certificated to provide service in California in 
Decision (0 .. ) 84-05-008, dated May 4, 1984. Tho Commission in 
0.88-05-042', dated May 16, 1988, authorized IT'I'CSI to acquire 
control of American Network, Inc. (Amnet) and Amnet's subsidiaries 
Starnet International, Inc. and ATE, Inc. That decision also· 
authorized ITTCSI to merge the acquired entities into' a single 
entity, ITTCSI, which now provides service within california 
through a single tariff. 

ITTCSI operates switchinq centers at San Francisco, Los 
Anqelos, and San Dioqo. It maintains private line terminals at San 
Francisco and Los Angeles, and utilizes transmission tacilities 
obtained from various carrier and non-carrier vendors of such 
facilities to interconnect its switching centers and private line 
terminals with one another, with other parts of ITTCS!'s na~io~a~ 
network, and with local points of presence throughout California 
where ITTCS·I' s network interfaces with access services provided by 
local cy.chanqe carriers in California. 

3. Metromedia is a Delaware Corporation which is qualifiee 
to do business in California. It is a subsidiary of Metromedia 
company which provides through subsidiaries interstate 
intercY-changc scrvice on a regionalized basis with its services 
being predominantly availa:Ole to customers in th,Q states of 
Florida, Maryland, New York, New Jersey, Pennsylvania, Toxas, 
Virginia, and the District of Colu~ia. Mctromedia,. is a Florida 
corporation and wholly owned subsidiary of Mctromedia Company. It 
received authority to provide interLA~A intrastate service in 
California in 0 .. 86-06-050, Clated. June 25·, 1986. MQtromcdia was 
assi9ned the CIS· nUll1J:)er U-S1l4-C.. On July 28, 198G, the then 
parent of Metromedia, Metromedia, Inc .. , filed Application 
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CA.) 86-07-053 secKing Commission 'authority to tran~f~r control of 
Metromcdia, and other s~sidiarics of Metrome~ia~ Inc., to 
Metromedia company the present parent of Metromedia. That 
application was granted in D.86-10-009. Metromcdia adopted tho 
provisions of its FCC tariff in October of 1986, but to its 
knowledgo it has never provided lon,g distance service in 
California. 

4. On March 9, 1989, the parties entered into an agreement 
under which Metromedia agreed to purchase all of the outst~nding 
shares of ITTCSI for $125,000,000, subject to adjustment to the 
date the transaction is consummated. 

The a9ree.ment provides that purchase price will be paid 
by (a) a cash payment of $25· million at clo~ing, (b) delivery at 
closing of Metromedia's non-negotiable promissory note for one-half 
of the balance payable three years after closing, and (c) delivery 
at closing of Metromedia's non-negotiable promissory note for the 
remaining amount payable four years after closing. Eaeh note will 
bear int~rest payable quarterly at an annu~l rate of one percentage 
point below the Manufacturer's Hanover prime rate from time to 
time. The principal amount of the notes will initially be based 
upon a mutually agreed-upon estimate o'! the purchase price and will 
be appropriately adjusted atter final determination of the purchase 
price. 

S. The parties anticipate that the acquisition ot ITTCSI by 
Metromedia will aChieve cuostantial cost savin9z as a result ot 
steps which will be taken to integrate their now-separate 
operations into a common network. These steps will inelude the 
more efficient utilization of transmission facilities, elimination 
of higher-cost services and facilities obtained from othor vendors, 
and a general repositioning of resources so' as to best serve all of 
their respective customers at the lowest cost consistent with the 
provision of high quality service. The parties expect California 
customers to benefit from the consoli~ation through efficienci~s 
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achieved by the inteqration of facilities and overall network 
improvements. For the present and foreseeable future Metromedia 
intends to continue providing service pursuant to ITTCSI's tariffs 
on file with the Comnission. As part of the agreement, Metromedia 
has obtained the right to continue providing service under an ITT 
name for up to three years. Metromedia intends to· exercise that 
right for a sufficient period to assure that ITTCSI customers are 
fully satis·:fied with the services of the co~ined entity and that 

·no customer dislocations occur as a result of that co~ination~ 
6. As of December 3l, 1988, Metromedia had fixed assets of 

$2l,.084,442 ",nd total assets of $6l,9l3,640. For the year ending 
December 3l, 1988, Metromcdia had operating revenues of 
$l22,333,861 and a net profit of $7,626,340. 

7. Metromedia has the ability, including financial ability, 
to acquire control of ITTCSI and continue its operations. 

8. The proposed acquisition on control of ITTCSI by 
Metromedia is not adverse to the public interest~ 

9.. Metromedia and ITTCS:I are telephone corporations which 
, 
arc nondominant telecommunications carriers with respect to the 
matters presented in this application. 

10. Ordering paragraph 1 of D.85-01-008 in A.84-03-92 dated 
January 3, 1985, provides that: 

"1. On al"ld after the effective date of this 
order, public utility resellers of 
telecommunicationS services are exempted 
from the requirements of PO' Code §§ 8l'5-
830." 

11. Ordering P",raqraph 7 ot 0.87-04-017 dated April 8, 19Z7, 
relating ':0 telecommunications carriers, provides in part that; 

" ••• in noncontroversial applications for 
authority to' transfer assets or control under 
PO' Code §§ 8:S1-855·, such authority may be 
granted by the commission "S Executive Director 
as specified in 0.86-08-057." 
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12. Since the ensuring order primarily affects the parties to 
this application, it should be made effeetive on the date of 
issuance. 
Conclu~j.QD otJAW 

The application should be granted. 
This authorization is not a finding of the value of the 

rights and properties over which control is to be acquired. 

IT IS ORDERED that: 
1. On or after the effective date of this order, Mctromcdia 

Long Distance, Inc. (Metromedia), may acquire control of ITT 
Communications Services, Inc. (ITTCSI) in accordance with the terms 
set forth in the application. 

2. Within 10 days after acquisition of control, Metromedia 
shall write the Commission stating the date of the transfer of 
control. A copy of the docu~ents effectuating the tran:~cr of 
control shall be attached. 

3. Upon consumation of the acquisition of control, ITTCSI's 
Identification Nu~er U-5041-C is revoked~ Mctromedia shall 
continue to usc Identification N~cr U-$114-C in the caption of 
all original filings with the Commission, and in the titles of 
other pleadings filed in existing cases. 

4. The authority granted in Ordering Paragraph 1 shall 
expire unless· it is cY-ercised before August 31,. 1990. 

This ord:JUis, efr~et~ve today. 
Dated L 2 8 1~9 ,at San Francisco, California. 
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(/Mkr 1d~W'F 
VIC'l'OR WEISS ~ 

Executive Director 

I CERT.IFY THAT THIS. OECISION 
W AS~ AP?ROV::O BY THE ABOVE 
COi\4.MISStONERS TOOAY. 

1)f.~ bJttuU 
" ........ ,. VoItt;i:.'.I.:(, l:M)CI.trivc OircdO'" 
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