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OS_(U§J?n_:?Oj~,~k9:2~ "l}\191f~'~:'~ f ~?~Ol";: ': :-:', ,,\.;:,\,,'; l'~~~9AF~ 1990 
BEFO'RE THE l PUBLICIOTILITIES,COMMISSION' OF,! THE-S~ATE OF, CALIfORNlh i 

~"! f:':~ ,,-/.-{ (-"._-,.~~. ~.i-;·--;-' J- r.. . ,.t, f'''~''~. '.(", ,"! ",l. ';-

In the'Matter of -the Applicat10n -) - ' 
of' Mel' C6inrt1unlcatlonsCorporation : ) -'f' 
and ,!,~<~e~o,~necrt_;,'!Rn~I?i~t~J}~~ , ) , 
SerV1ces and Systems company ) 
(U j '5152 'C) i to)\uthorize: the, • --): 
A<?_quisiti,<?~" o,~: 1'~l~conJl~<?t;r.ong "-): 

Application, 90-05-:-001 . ~ r t','; 
(FiledM~y,), 19~O), . ,; . ," _." .~.? ," .. _ J. '. :-; : D1stance Serv1ces and Systems - ) 

Company: "(if 51521 C)' by 'MCI " ) 
Communication,s Corporation., _ ) , , 

- ,,: ''. ) '-' -: r \, .' ~ :\ .}_ I < •• 

By -thi~ d~ci~i6it -,,~- approve 'this ai)pllca't'ion> j61ntly):,L[-.-
filed by ,MCI Corrununications Corporation (MCICC) : krid: Ter~c6ni1ect":' 
Long :DistaJ{~'e setvices a.\d Systems company (Teie't:6riilect) -' seeking . 
authorization for Mcicc to acquire control of Telec6iu'le'ct; ~hi<::h " 
would'iesu'tt from Melee t s intended acqu i'sit ion of'Tei~d)fulect',tsr ,;,j f' 

parent company, Telecbm*usA,' inc. (Tel~(:orn)-. i.- : . -,; -
:'~'.~;{: ,- ~~ .• -, '. i-~r·- '. ,l'>~ 

Background 'arid SlJinmary of Applicat1t:>n' 
Notice ~f this application appettred onth~ COinmisi5i<>n-t g -;:, 

daily calendar on May 7, 1990. Applicants request :ex' pa'tte' ,': 
treatment. One protest was filed on May 16, by Clarefice Hunt' 
representing Women and Minority Business Enterprise Advocate .--
Incorporated (protestant).l Applicants filed a- response on 
May 31, 1990. 

1 The filed document was titled ·Opposition to Acquis,i.tion; 
Request for Intervention; Request for Inclusion on Service List; 
Request for Public Hearings; Declaration of Clarence Hunt.- . We 
deem it a protest because in substance it most closely followed 
the definition of protest set forth in our Rule 8.1. 
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\ The < ~pplication as filed(J~~~ Ihc6Mpl~ie b~'da\\~e') It'ilhck"ed1 

a certification 6f:',qUalification'~ to' :tl:'tlnsact,:buslness: c~rtitie<;i.; by! 

the California Secretary of state; f0li")~G~SC;!u31~ ~ff9utt~e?,,!;>r.:~u}~ r :!: 
16(a) and a pro forma balance sheet·\givingieffectlto,th.e.mergeri,-'as 
required by Rule 36(c). The Adml~istratiV~}L.fi~ Jlia~ets'(Atj"sr ~~l:' 
Ruling i'ssued '\June', 18,'. 199()j orde~ed appfl~~nt~i~o'~ t<il~.}t'h'~ ;~l~~·.i~~'.; 
lilformati.b~~f Appti~~ilt~i tbmplied withthe':AQ'jsj\h.lJn~:aWd·'~' c;-:: ;~:.< 

• ,-_, _, ~ '.'~.J~_~ f.;~t. : .~_i; -,," .~i::. ~ . ;i~}.;,: ~~. 

completed the application in a Juiy 6, 199(),'~c()mpl,iance' .fil~ngf:·': .. <; 
Teleconnect is a public,: utility·\i'hi6h;ha~'~'·bee'i\·;:·: ; " .. -, 

certificated as a non-dominant interexchange carrier' arid authorized 
to furnish intrastate long distanc~ ~e~vices by this Commission. 

"I.,J ! ., ' " \. 

MCICC is the parent company of Mel Telecommunications Corporation, 
which .. is. c,~rtifi9~ted ,as a public uti,lity ,in. Californ~a. MelCC and 

J. ".. • ~ , - _ '\ • •• '.;: ~ ',.".. . - " l -, ,'.,', 

Telecom .are.not public utilities. 
. MelCe proposes to ~cquir~ for cash a"ll t.he i~sued ~nd - ' 

outstanding shares of Telecom .and to make Te'lecom a ~h~ilY~~-I~~d'i" 
sub~idi~ry" of Melce •.. The es'tir!tate,d' total, amount .to be,p~id to" .. , 

, .', ,~<-. " ." '1 , • '.' _" _ ;. • ' .' -.. _ f' 

Telecom shareholders is ~pproximate~y $1. 25, billio!). , ;,,' 
By acquiring Telecom,. Me ICC, ~~lj ~lso have, ~cquiredits 

.. . _ I I ~ ~ $ .,' .:t·' _:, '-1 • \ r .' ~.. , I ': ....~. ( _.' '. ' r -; } .( ~ - _ '" 

subs1,diary, Teleconnect. Applicants sta~~ th?lt no change in 
• 4 J '. • _ • _ ':." _ • ~, . - . , 

operation.or management of T~leconnect is'propo~ed as part of thi~ 
- . ; , . - . . 

transaction. Applica,nts state t,hat, at a future time, wTelecon'nec.t 
and Mel Telec~mmunications corPoration wil,l act.: to bring their 
tariffs into parity and join their operations after they make 
suitable notifications to their customers." 

The stated purpose for the transaction is to wstrengthe'n' 
the abilities of the Applicants to provide high quality 
telecommunications services to the public." The acquisition 'is 
intended to achieve economies of scale through the combination of 
Teleconnect's fiber-optic network and MCICC's broader service 
offerings. Applicants also believe the merger will benefit the 
public by inCl~easlng competition in the int.erekfharuje market; and 
state that prior acquisitions by Melec and Telecom have increased 
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Applicants; have submitted, thiift transaction to' us': for", ,: '}~(-; 
apprc)'valp pursuant; to, Divisj.on' Ij: part! l'rChapter)4,'-Article 6 
(sections 851-856 F 6f the ~ublic Utilities (PU) code h;pPUf Code hi:~ i.:l 
§ 851:prohibits'a~pUblicutilitYrddthout prior Commissiontd>;! ',)'! 

author! zatT6n',' frani· directly' or ,indirectly' selling r or otherwise .. ~;. 
encumbering any;part,of its system'us~d,iJ\:performance of its;·; :,""-
duties to the' public or,afranchisejor!peimit'or-fr<?m'any~merger or 
consolidation 'of' its system· or franchises ,or' permit,wi,th': any.: other, : 
public utility without: Commission authorization"PU;Cocie, §: OS?.,·, n 
prohibits, a- public utility: or a" corporation- holding a' controlling: ,,' 
interest' in' a' public, u'tilit-y from, without prior: Commission;.;; i 

approval, purchasing or acquiring, taking or holding, any part of " 
the capital stock of any other public utility or9anized or existing 
under or by virtue of the laws of:California. 'PU,Code:§ 854(a):,', 
requires' advanceCommissi6n approval ·fOr any'direct or,indirect:. 
acquisition: or~ control of any: public utility~orgcinized and doing:,.:!;", 
businessiin this state. 

Based on the record before us, we find no' impediment to ,. 
approving the application. MClce has th~ ability"including the 
financial ability, to acquire Telecohnect through its,parent 
company Telecom, and continue its operations. The proposed",. 
acquisition and merger is not adverse to the public interest. 
PU Code Sections 854(b) and 8S4(c) refer to specific find~ngs 
needed to a'pprove an acquisition involving a utility with "gross 
annual California revenues exceeding five hundred million dollars 
($500,000,000)". We interpret "California revenues" to be those 
under the Commission's jurisdiction. MCI is the larger of the two 
utilities involved ,in this proceeding, and its revenues under our 
jurisdiction in 1989 were clearly less than $500 million. MCI's I 

certified monthly ·Universal Lifeline Telephone Service Surcharge 
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Transmittal 'l'qreports:;confirm'C that, KCI,l.s: tol~h reyen~es ,') tl1e. ~,' ;; :;'; . 
overwhelming majority of its California business, were $245:mil~ion. 
in 1989. Therefore, we are not required to make the PU Code~ ,"'" .': i (I 
sections'; 8S4(b) and:854(c) findings: in this>proceeding~)';(. 

~'; ,.; We; n6w" come' ,"-0 i the' protest; of 'protestant ,:: ,·The I pq>test· is,. 
based <in 'allegations that MGI; is'currefitly violati(H}, the';c :."ic.'t:',·. 

Comrnissionts; General Orde~ (GO),: 156, ~nd: that ,ratepayers' wo.uld 1 b~':', 

best served: if MeL complied' with Assembly: Bill: '3678 an~l GO .. 156. :; ,,(, 
protestant requests evidentia'ry hearings on' these,i~s~es.:, !;" "'1 ':". 

'\.' ',.~:: lnl response t{)' the i protest," MCICC argues ~.th~b:fj ',):' ;, -. , .. 
Protestant's i grievance:with MCICC's, women' and: minority business···;· , 
enterprises practices raises'no'issue'relevant'tothe pending"" i 

application and should be raised in a compJ,aint •... Melee: also argues 
that Protestant's pleading'is'procedura.lly and substantively 
defective. ',', ' 

We find, that the protest. raises no material issues ,. 
relevant t6 this'application 'and thus presents no valid basis for 
setting hearings nor a'ny bar to granting the relief sought in the 
application~ We.inake this finding'without rea.bhing;the substantive 
issues raised in the protest or MCICC's response,' because this ~. 

application is not'an appropriate forum for, consideration· of those 
issues •. Part' 5 of, GO 156 specifies· that a women and minority 
business" enterprise' (WMBE) aggrieved by any utility act or omission 
in violation of law or Commission order is permitted to file a 
complaint, pursuant toPUCode § 1702 and Article 30fthe 
Commission's Rules of Practice and Procedure. While we are 
committed to our WMBE program and take very seriously allegations 
of violations of the program rules by a utility subject to those 
rules, we must also ensure that WMBEs raise their concerns in the 
appropriate forum. 

The Commission makes the following findings and 
conclusions. 
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Findl'iujffl bf~ FaOe ,,"~'; r~) ~ '\01' ,-:j,:)~. 7-.'.: ':-;::'!",',:f i'l[[, ;::T::, :.f:,' ii') Oi!t :To; f :-:~; 

1. MClce is a Delaware Corporation which is authorized:to)do' 
business in 'California'. Cd MOICdLis-the; parent" company of: MCI . \-
Ten~c6ininbh16at:ion's' C'OrPOI"AtiOrir (U: 5011 ~ 0) /~which is.'cerq.ficated,asl 
a public utility in California. 

2 .i Telecoin' is' tne' parent" company of . Tele'connect;J <i , ;3 

Teledonnect:(U 5152; C), is -an 'Iowa Corporation which" is~ a.llthorized ,'> 
to do business iri:California ~" . Telecoimect, is a i nortdominaflV :, '-.; \:' 
interexchan'ge i carr'ierand holds-a~ cer~ifioate6f public, convenience 
and necessity 'authorizing it"to provide intrastate: long,distance,p>., 
telecommunications service, which was originally, griulted .. to~,) r Ji '~li 

Teleconneot.· company by" D. 87--09--012· a:nd ,transferred: to; Teleconhect 
pursuant to D.88"'05:..040.' , .. " ',;)',',_,r >,' :.:,' :>_', 

3. MCICC'and'Telecomhave entered~intO' an agreement whereby 
MCICC will':; through' a subsidiary ,acquire all' issued· and,:- l:~' ,(,' 

outstahdi'ng, shares of Telecom for $42 per share at anestimate~, i.'-. --

cost"of $1.'25·billion'and;will' 'make Telecom a wholly owned ;,,", ,', 
subsidiary of MClCe. - ' ,1" -,:: 

- 4.'< No'change in operation' or management of Teleconnect is 
proposed as part of this transaction.. Teleconnect and MClce intend 
to hring their tariffs into parity and join their operation in the c 

future; after notifications to' customers .":: 
5. Telecom provides domestic and international 

telecommunications service over digital fiber-optio and, microwave -, 
transmission facilitiesto'custome~s located principally;in the 
southeast, midwest, and west. Teleconneot is the only subsidiary 
of Telecom which operates 'in California. Teleconnect operates a 
fiber-optic network that would, after this merger, permit MCICC to 
provide high quality, facilities-bAsed telecommunications service. 

6. MClce provides telecommunications services including 
voice, data, messaging, facsimile, and other services through its 
subsidiaries. Melce's broader service offerings are expected to 
enable Teleconnect to increase its market penetration from its 
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7. i Melee tlad i total'! assets 1 of, $6 }'338 ~ billion) as; ,oJ il i ,; »ill eLl.i 

Dece'mberJ 31', j 1989 .. ~IV had. ~pe~atin<j' revenues! of> $6)471:-. bi) . .lioI1,Jp,r" 
the year ending December 31, 1989. 

8. Telecom· had, total-> asse!:;s· 6f',$486 ~ 53! millionyas; 9f ,:': 
December-"ll'j'> 1999 & '. It had, net, communication' s~rvi~,~~ ;r~ven~~i oJ. f "''':.' 
$712.9 million' for the year, ending December, .31'1! ;1989_. ;,.- ";,; :;"',: ,,', " 

;:;,:' j ,9 .',',' MCICC has the· ability i,"including ;financiaL a b.l1.ity,o; to' i fIi 
acquire,thi:i' a~ sets, of . Telecom "ahd', through' it! to' continu9,:the,:".o, :,':' t, 
()perations~of'Telec6pnect., :-"~ :~,," :c,~ __ ' ,;:-.>,' fOc'. :,i'l:,c:i,;',l;W'.' ",f.; 

10\ - 'The proposed'acquisition of 'Teleconn~cti ,through i,t~, "", 
patent Telecom, is not adverse to the public I interest. '. ' : :;'!;:l 

\; Ih'Teleconnect, is a public utility teseller.Of .",' 
telecommunications· services within thenieaning ,of ordering' ;'. ' ; ... 
Paragraph l' of D. 85~OI"'008, which provides that· ·public utility· 
resellersare' ex~mpted -from the requirements of; PU code Se,cti()n~' 
816-830.· (17 CPUC 2d I, at p. 5.) ,,' , ' 

': 12.' ",The protest of'Wo,men and MinoritYi'Business ,Enterprises 
tncorporatedtaises no,material issues relevant to this. 
appl ica't ion • . r' 

13. MCl's 1989 revenues under Commission jurisdiction were 
clearly less than $500,million. 
Conclusions of Law , 

1. . A public hearing on this application is not necessary ',e, 

·2 .'The application should be granted. i This authorization is 
nota finding of the value of the rights 'and properties, to be 
transferred. ' 

3. The findings enumerated in PU Code Sections,854(b) and 
854(c) ate not required in this proceeding. 
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ORDER 

IT IS ORDERED thatl 
1. On or after the effective date of this order t MCl 

COmmunications corporation (MClee) may acquire control of 
Teleconnect Long Distance Services and System.s Company 
(Teleconnect) through acquiSition of Telecomt as described in this 
decision. 

2. Within 10 days after acquisition of control, Melec shall 
inform the Commission in writing of the date of transfer of 
control. A copy of the documents effectuating the transfer of 
control shall be attached. 

3. The corporate identification number assigned to 
Teleconnect (U 5152 C) shall be retained by MCICC for all 
operations conducted under Teleconnect's certificate and shall be 
included in the caption of all ori9inal filings with this 
Commission and in the titles of other pleadings filed in existing 
cases. 

4. No consolidation of operations of Teleconnect with MCI 
Telecommunications Corporation or changes in their rates or tariffs 
to bring them into parity shall occur without prior written 
notification to the Commission and compliance with all applicable 
laws and orders. 

5. The authority granted in Ordering Paragraph 1 shall 
expire unless it is exercised before August 31, 1991. 

This order is effective today. 
Dated August 8, 1990 1 at San Francisco, California. 

G. MITCHELL WILK 
President 

FREDERICK R. DUDA 
STANLEY W. HULETT 
JOHN B. OHANIAN 
PATRICIA M. ECKERT 

corrunissioners 


