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(A'Cision 97-o...~-051 August 1, 1997 

Moiled 

AUG 0 1 1991 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

AppJic.\tion of EXCEL Comnnll1ic\,Uons. Inc. and 
Telco Comn)unic,ltions Grollp, InC', for Appn,1v,ll of 
Agrt.'Cnlent and Plan of Merger and Rclatcif 
Tr.lns.lCUons. 

OPINI9N 

Summary 

_ This decision approves thc n\crge-r of Exrel Comn\unic,1Uons, Inc. (Excel) and 

Telco COn\n\unic.ltiollS Group, Inc. (Telco) l';ursuant to SectIOJ\ 85-1. Each of thc 

comp.\nil's have subsidiarit's who offer telecomm\micalions services in California. 

Dlscussl6n. 

On Junc 19,1997, Excel Mld Telco filed this applkatiol\ for approval of their 

agr('('11\ent to mergc. Undei' the tcrms of the agrccrHenl, Telco <lJld Excel would Jl\ergc 

with h,'o separate subsidiaries of a new holding (On\~lat'\}' alld sUf\'i\'e as wholl}'-o\\'llC<.i 

subsidiarks of the new holding coml1any, New RES Int. Under the teflllS of thc n\erg~r 

agreement, shareholders of Excd will [('(eh'c 011e shate of conlmon stock of New RES, 

Inc. for each share of Excel common stock. Shareholders of Telco will receive .7595 

shan:>s of common stock of New RES, Inc. and $15.00 in ("'sh for eath share of Teko 

common stock. Ullimatdy, Exce) shareholders will hold about 80% and Telco 

shareholders will hold approximately 20% of New RES, Inco's (Omn10n stock 

The Applic.lnts hope to consummate their n\C'Tger by Scptel'nbet 15,1997, subject 

to approval by shareholders, and appro\'.-,) b)' the Department of Justice, the Fcder.ll 

Communications COl1U'llission Mld ".Hious slate authorities. 

The Applictll'lts stelle the merger will SCI\'C thc public int~rest hy strengthening 

the oper.\ling and manageIllent strengths of both merging conlpanics, both of which 

offer a \'.uiety of local and 10llg distatlCe let('(ommunic.,tions sen'lees. The Applicants 

belie\'e the merger will create signific.ml savings in o~)erating costs as welt which will 

promote their competitivc position. 

Sc<:tiOI\ 85-l{a) of the Public Utilities Code provides thai the Commission must 

approve all mergers and te1atcd transactions of jurjsdiction~' utilitics. B('(ause neither 

Teko nor Excel has alUlu.-" re"enues ~x(ccdJng $500 milliOll, the nlergeris not subject to 
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Ihe (('view fl'quirC'd undN Section 854 (h). Both nwrging (lmpanirs arc rC'tati\'C'ly 

snhlll tclfXomnnmic.ltions utilities. Accofding to the financial information provided in 

the applicellion~ thl" combined: assets of thl" two COn)l')~n'ies would bl" about $1.1 bi1lion 

with lot<11 annual rC\'C'I)ues in 1996 of about $1.7 billion for pro\'iding a \'euiety of 

s('f\'i(('s in SO st<lles. As such, the tr'lnS,lcliol\ docs not felise roncerns regarding market 

l')owcr ~r coml)ctilh;e inlpacts. No pari)' protl?Sted the applic(ltion. \\'e herein grant the 

appliccllion of Telco al\d Excel to n)erge. 

Findings of Fact 
1. Excel al)d Telco ha\'e agrre<tto mcrge and bc<ome subsidiari(>s of a holding 

company, New RES, Inc. 

2. Excel and Telco ha\'e authority to of(er tClc<olllriluniceltions services in 

California aJ'td Qther states. 

3. Excel and Telco propose to contim:ie to (If(er scn'ites as authorized under 

current nan1C>S and with existing cerlificcltes. 

4. Nolhhlg in the r(,(,ord suggests the mcrger of Excel aild Telco will disrupt' 

sen' icc or con'promisc scr\'ice qllalit)'. 

5. The nlerger is in the public interest tothe cxtent it will strengthCl'\ both 

companies al'ld create opet.lting efficiettcies. 

6. There is nothing in the lcC(lrd to indicate an}' concerns regarding the abilit}' 

(If the mcrgcd entity to exercise market power in a (.l.shiol\ that would result in anti

competith'c effects. 

Conclusion of Law 
Thc Commission should gr.lIlt the application of Ex({'l and Tclco seeking 

authority to merge their operations tlllder a single holding compa!'\)'. 
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ORDER 
IT IS ORDER,ED that: 

1. The appIiC,1UOI\ ~(Exc(.) COolrluu\ications, Inc. and TelcoConllllunkatioJis 

Group, h'C'~ (or apr»ro\\'t of 'h('irag(~mc",tt()'n\('Cg('and umi('rtakc it. ... Jatt:'d 
tr.mS41ctions as set forth in Exhihit C .)( the applk.\tion is gr.,ntoo. 

2. Exed Comrnunicalions, ]nc, and Telco COl'nmunications GroU}), h\C'. shall 

eontinu(' to file COIllmisSion-lllai,da.tcd sllfchargc, annual finandal, at\d oth('C rcquircd 

reports separately. 

3, Applic .. 'tion 97-06-029 is dosed. 
This order is Hfc<tl\'c today. 
D.,ted A\1g\!~t 1; 1997, at San Fr~r\dsco, California. 

P. GREGORY CONI.ON 
. ,_ . Ptcsid('nt 

JESSIEJ. KNIGHT, JR. '. 
HENRY M. PUQUE 
JOSIAHL. NEEPER' 
RICHARD A. BILAS 

Con\nl.issiOJ\crs 


