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BEFORE THE PUBLIC UTiLITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the ~1(\tter of the JOint Applic,ltion of LCI 
International Td('(om Corp. (U-S270-C) (or 
Authorization under Cn. Pub. Util. Code 
§§ 851 & 852 to Tr,ll\sfer its Assets and 
Operating Authority to tCI hlternational CA, 
Inc. and for LCI International CAl Int. to 
Proyide Intrc)state Intecexchangc and 
COn\petith'e local Exchange Services. 

OPINION 

Summary 

App1k(llion 98-02-027 
(Filed February 10, 1998) 

By this decision, we gral'lt the joint appJic(llion of LCllntetnatiOilal 

Telecom Corp. (U-5270-C) (lCrf) and LCllntcrnatlol1at CA, Inc. (LC(C) sCeking 

permission to transfcr LCtT's assets, including its existing customers, operating 

aUlhorlt)'I and its utility identification number to its wholly owned subsidiar)'t 

lCIC, and authorize lCIC to provide the service formerly pro\'idcd b)' LCfT. 

Background 

By joint application filed February 10, 1998, LeIT and its newly formed, 

whoHy-owned subsidiary, LCtC, seek Commission nppro\'Cll to trarls[cr LefT's 

assets, including its eXisting customers, California Ccrtificate(s) of Public 

Convenience and Necessity (CPCN(s», and letT's assigned Utilit}' Idcntificcltion 

Number, U-S270-C, to LCIC. 

By Resolution ALJ 176-2988 (~farch 12, 1998), this Blatter was preliminaril)' 

ctltcgorized as ratescUing with no he(uing required. 
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No protests or other objections to the appJic,1lion have been submitt(Xi, and 

no he.ning W,15 held. Gh'Cll ttlis situation, it is not llcc(,SSJry to a1tN the 

preliminary determinations nlade in Resolution ALJ -176-29$8. 

The Parties 
LCIT is a non-dominant world-wide tc1cconununic,lliOllS company that 

provides a number of voicc and data cOnlll\unic,ltions services to busin('ss and 

residential clIs\omC'ls. LelT currently originates and terminates interstate and 

international tr,)ffie in all fift}; states, provide:s intr,lstatc service illforly-nine 

states, and is (ertifiCatrd to provide con\petith'c loc,ll exchange service in 

thirty-nine st,ltes. By Decision (D.) 9i-06-009 dat(Xi June 3, 1992, the Commission 

gr,1I1ted LelT authority to provide itHr(lstate, interLATA tclecon'lmuniccllions 

services within California. That authority was expanded to include intr(iLATA 

services by 0.9-1-10-023 issued Octob~r 12, 199-1. 

On June 13, 1994, LCtT sublllitied Ad\'ke Letter No. 14, ad\tising the 

Commission of LClT's intention to operate as a -tlswitched" or "facilities-based" 

reseller within California. By 0.96-02-0721 issued February 231 1996, LeIT W,\s 

authorized to oper<ltc as a rescUer of competitive local exchLUlge sClvices within 

the sClvice territories of Pacific Bell and GTE California. That authority \Vas 

expanded to include facilities-based local exchange scrvkc by D.97-09-110, issued 

September 24, 1997. 

LCIC, a newly formed, wholly owned subsidiaf)' of LeIT, is a Delaware 

corporation authorized to do business in California, having its principal 

California place of business at 949 South Coast Drive, Suite 400, Costa l>.lesa, 

California 92626. LCIC's principal executive office is locclted at 8180 Greensboro 

Drive, Suite 800,lvfcLean, Virginia 22102. 
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The Transaction 

The joint applkclnts requC'st apprO\"'. to lrclnsfer the California operclting 

authority currently held by LelT and the California assets held by l.CIT or its 

unregulated affiliat~ to a newly [orn\ed, whoUl' ownoo subsidiary, LCIC. 11le 

purpose of the transaction i$ to reduce intrclstatc opcrclting expenses. The 

trclilsaction is (\n internallrMlsfer of corporate assets belwC<'n subsidiaries and tin 
assets will rClll<lin under Ihe ultin'tate control of LCIT's and LCIC's par('nt 

corporation, LCllnt('fnational, InC. The California assc.ts witl be trclnsferroo to 

LCIC in exchange for additional shares of stock altd no financial or other 

consider,\tlon will be exchanged between LCIT and LCIC. No liabilities arc to be 

assun\ed by LCIC itl the trclns(er. Following the transfer, LCfT will cO"ntinue to 

exist as a corpofclte entity; however, it will be engaged only ill the provisioll of 

interstate te1ccon\l'l)uni(tltions ser\'iccs. 

The joint appliccUlts request that LCIC cOlltinue to provide inlr.lstllte 

conununications services using the Utility Identification Number, U-S270-C, 

currentlyassigri.oo to LCtT, and that it conlitlue to provide intr.lstate service 

according to rates, ten'lls and conditions conhlined ill the tilri((S cltrcel1tI}' on (ile 

with the Com.mission. UpOJ.l approval of the application, LetC will r('fileits 

intr,lstatc tariffs to reflect the change in the corporclte entity providing service. 

No other changes to intrastate services are anticipated. 

Discussion 

Financial Requirements 
Under existing COI\unissiOll regulations, in order (or an entity to 

establish or acquire an existirig facilitics-bas('(i cluTier, the entity nlust 

demonstrate the a\'ailability of $100,000 in cash or cash equivalent to meet initial 

start-up and/or operating' costs. Here, the a\~ailability of those (esources is 

guamntccd b}' LeIC's ultimate parent, LCI International, 1ne. AUllched as 
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Exhibit E to the applk\\tion is C\ leUer executed by LCllnternalional, Inc.'s Chief 

Hnancial Officer stating IhM it irrC\'O(\lbly gllarclntees the availability of $100,000 

plus an muotlnt equal to the funds that may be paid as deposits to oth('r 

telccomnull\katlons carriers whose services LCIC will TescH. Also att\lchcd to the 

appliccltion as Exhibit 0 is LCllnteTnational, Inc.'s n\05t T(,(Clll Form lO-Q filed 

with the U.S. Securities and Exchange COll\lnission, which indicates that LeI 

International, Inc. has the necessary finatlcial (('sources to Ulldertakc that 

guarclntce. 

\Vc conclude that LCIC has sufficient financial {csources available to 

it to meet the Commission's finat'lcial requirements (or the a,lUhority sought. 

TechnIcal Expertise 
Under COI1Ul\issiOI1 regulations, the a~lplicant(s) must demonslr<lte 

that it has available to it operallllg and/or Jllanagement personnel qualified by 

trainIng or experience to operate theentcrprise sought to be est,lblishcd OT 

acquired. Ia\ Exhibit A to the application, appHcants have set (orlh the education, 

training and/or experience of the principal officers of its pan?J\l company, LCI 

Intenlational, Inc., under whose dirccHOIl and (onlrol those individuals 

conducting the day-to-dayopemtiolls of LCIC will work and to WhOll\ they will 

ultimately be tespOilsible. A review of the information submitted h,dic:ltes thosc 

listed possess extensive trainirlg ati.d/or experience itl telecommunications or 

related industries. 

lVe arc satisfied that the applicant has demonstrated the availability 

of qualified personnel to oper .. l.teand J'nanage the affairs of LCIC. 

Transfer of Utility Identification Number 
Applicants have re4..)ttested that the utility idelltifimlion nU1l1bcr,' 

U-S270-C, currently assigned to LeIT be transferred to LCIC as part of this 

tr(lilsactioll. Ul'I.der the usual tn\ns(er of control situations, where onc compan}' 

-4-



1\.98-02-027 ALJ/RI.R/tcg 

acquircs control of another, we cclncd the utility identification number 4lssigned 

to the acquired company and either require the acquiring company to obtain a 

new number, or if it 4lJrt:'ad}' has its own identification number, operate the 

acquired company under the acquIring COmpclllY'S number. This prclclicc is 
intended to avoid customer confusion as to the entity providing service. Here, 

however, since the acquirhlg conlpany, LCIC, is a wholly owned subSidiary of 

the acquired contpany, LCIT, and inasIl1uch as the utility idcntificcltiollllumber is 

not Honnall}' included in the company name, except in proceedings before the 

COlllnlission, we doubt that the customers will be confused. \Vc will, therefore, 

tr,lJ1sfer utility nUlllber U-S270-C ftom LCtT to LCIC. 

Public Interes't 
Since the tr~'lnsfer will be se~lmtess to LCIT's cllstomers, and the 

cllstomers will conthlue t() receive the sall'le service (ron\ LCIC, the subsidiary of 

the current 'sen'ice provider, alld since the ultimate parent of both LCfT Clild 

LCIC provides financial backing to LCIC in this undertaking, it appears the 

trc1nsaction will have 110 adverse impact on the public. 

Conclusion 
Having dentonsir,ltcd that it has access to finalldal tesources in the 

amount required h)' our regulaHons atld that it has sufficient experienced 

personnel to operate LCIC, we will approve the transfer of LelT's assets to LCIC. 

\Ve will also tnuls(er utilit}; idelltifici.ltion number U-S270-C from Lell' to LCIC. 

The Execulh~e Director is authorized under previous decisions of the 

Commission to issue orders granting noncontested applications of nondominant 

interexchange c,uriers (NDIECs) to transfer control under Public Utilities Code 

§§851-S54. 
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Findings of Fact 
1. No protests or other opposition to the appJic\ltlon have been filed. 

2. LCIT and LCIC jointly se.ek authority to tr,lns(ef LefT's assets, and its 

opemting authority, including its utility identification nuntbec, U-5270-C, to 

LCIC. 

3. LelC is a wholly owned subsidiary of tCIT. 

4. LCIC desires and intends to provide intrashlte tclccomnlltnic<llions services 

. presently provided by LCIT at the sallie rcites, terolS and conditions conla.incd in 

LCIT's tariffs currently oil file \\,lth the Con'ullission. 

5. LCllntcrnatiOJ'ta1, hic. irrevocably guar,lli.fecs LC[Cthe a~'ailabjlity ?f 
$100,000 phis an at'nount equal to the funds that IllclY be paid as deposits to other 

tcleeollullllllic<ltions carriers whose sen'kes LCIC will resell. 

6. Officers and employees ~f LCI hltcrnatiotlal, }ftC;, LCIC's 'ultilllate parelH, 

under whose direction mid control LCIC perso.l'l!lel op~rate and to who)'n thet 

arc responsible, possess extensive tr(1iiling and/or expe'ricnce in 

telccOlnmunications or related industries. 

7. LCIC desires to utilize the utility id'cntification number, U-5270-C, 

currently assignec.i to LCtT, and to provide service althe same rates and under 

the satne ter~ns and conditiolls as specified in LCITis tarifis on file with the 

Commission. 

8. By Resolution ALJ-176-29S8 (~1arch 12, 1998) this lllaiter was prellmhlarily 

categorized as rtltesetting with no hearing required. 

9. The tmnsfer of LeIT's llssets to L(:IC is not adverse to the public interest. 

10. The Executive Director is authorized tlI'lder previous decisions of the 

Commission to issue orders gr<llUitlg Ilonco'ntested applications of NDIECs to 

trallsfer control under PU Code §§ 851-854. 
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Conclusions of law 
1. No hC"aring on the appJic(ltion is llcCess(U)'. 

2. LCIe has, or has a\'clilable to it, sufficient firlancial resources to Illeet the 

Commission's requirements. 

3. lCIC has, or has availab~e to it, management and operating personnel who 

possess ('xlensive tr<lining and/or experience in IdecoJlul\unic<ltions or related 

industries.-

4. The transfer of LCtT's authority to LCIC is in the public interest. 

5. Utility idel\tification Illuilber U-S270·C should be transferred from LetT to 
LCIC. 

OADER 

IT IS ORDERED that: 

" 1. On or aftet the effective date of this order, LCI Inten\ational Tclecon\ Corp~ 

(LCIT) is authorized to transfer an of its operating authority to LCI hHcrnational 

CA, Inc. (LCle) purstHult to Puhlic Utilities (PU) Code § 851, ill accordance with 

theterms and conditions set forth in AppHcatiOl\ (1\.) 98·02-027. 

2. LelT and LCIC shall jointly Ilotify the Director of the Comn\ission's 

Tclc<oll\munications DivisiOl\ in writing of the actual tnll\s(er date as authorized 

herein, within 10 days thercafter. 

3. LCIC shall file a new tariff incorporating LCtT's present rates into a single 

new "tariff und~r the IlCllne of the transferee. 

4. LCIC shaH be subject to the same tern\s and conditions that the 

Comnlission has p1aced on LClT itl gmllting the authoril)' represented ill its 

CPCNs. 

5. LCIC clnd LeIT shallli.\ake all books and records available for review and 

hlspection upon Commission staff request. 
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6. Upon compliance with nll of the conditions of this order, including the 

payment of all fees due under PU Code § 431 to the date of transfer, LetT shall 

sltll\d relieved of allluturc public utility obligations incidenttl} to the authority 

being transferred and its Identifictltion Number U-S270-C shall be lrclnsferred to 
LCIC. 

7. On and after the datc of tnlI1s(e~, LCIC shall opemtc m\(ter the Corllorc1tc 
- -". ~ ~ - , ~ . 

Identificatioil Number U-5270-C, Wili~h<~hall be h~~i-~tded in the caption of nil 

original filings with -~his COl'nnlissiOll, and in the titles of other pleadings filed in 
existing c<lseS. 

8. The authority grartted itl this order shall expire if notex~rcised within 

12 tnonths after the effectivc date of this order. 

9. A.93-02-027 is dosed. 
This order is eficctl\,c today~ 
0,1 ted - Jll 0 9 1998 

-I at San Fr<1I\Cisco, Califon'lia. 

Executive Director 


