
ALJ/GE\V I avs 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of Convergent COn\n\unicatioJlS, Inc, 
(U-5874-C) and Convergent CODUI\unkations 
Services, Inc . ., for Approval of a Pro Forma 
Change of Control Under Section 854 of the 
Public Utilities Code. 

OPINION 

1. Summary 

Application 98-ot-049 
(Filed April 21, 199$) 

Convergent Communications, Inc. (Convergent) and its wholly owned 

subsidiary, Convergent Communications Services, Inc. (CCSI), request authority 

t6 permit Convergent to convey its certificate of public ~onvenience and 

authority to CCSI to operate as an interexchange carrier and a reseller of 

competitive local exchange telephone services. Granted. 

2. Nature of Application 
Convergent holds authority from the Con\mission to operate as an 

interexchange carrier and as a teseller of competitive local exchange services. 

(See Decision (0.) 97-09-108.) CCSI is a wholly owned subsidiary of Convergent. 

Pursuant to a corporate restructure, Convergent proposes that CCSI will ~ the 

entity that will be offering telecOD\Dlunications services in California. 

Convergent states that the requested change will have no substantive 

effect on the petsOIUlel or operations of the Calitorrua service provider. 

Convergent states that the information in the application HIed 'by Convergent (or 

. its Certificate of Public Convenience and NeCessity (CPCN) remains 

21%S -1 -



A.98-0-1-0-I9 ALJ/GE\V /avs 

substantially the sanle. The only change that will OCcur as a result of the 

transaction is that Convergent will offer services to California consumers 

through its subsidialY, can, rather than directly. ~I()reo\'er, applicant states, 

$inceConvetgent has not begurt to offer services in California, the corporate 

restructure will not affect any california consumers and wlll not cause pubUc 

confusion. 

Both Convergent and CCSI are Colorado corporations. Convergent has. 

been authorized to offer telecommunications services in several state~, including 

California. Ho\veyer~ Convergent now plans to become a hOlding company, 

trans/erring its authority to CCSI. CCSI 1\0\\1 is authorized to provide 

interexchange and lOCal services via resale in Colorado, Iowa and Oregon, and it 

has a pending application in Utah. 

3. Financial Information. Public Interest 
Based on it pro-lonna balance sheet and income statement for CCSI, 

submitted as part of the application as a confidential exhibit (Exhibit C), 

applicants have shown that CCSlmeets the finandal requirements for a reseller 

of local services and a nondominant interexchange carner: 

The applicants state that this transaction will improve the organization and 

finandal strength of Convergent artd CCsI. According to the application, the 

corporate restructure will in\pt6ve the companies' effidellCY and financing 

ability, and will assist them in entering the California local market to provide 

competitive services to consumers. Because the two companies share 

olanagement and operational personnel, and Ito material change in those areas is 

anticipated, CCSI will provide all of Ule services stated in the tariffs that are now 

in effect. 
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The proposed transaction involves only a change tn corporate stntcture of 

a certified telecoD\D\unications carrier. It can be seen with certainty that the 

proposed transaction will have no significant eff~t on the environnlenl. 

4. DiscussIOn 
Public Utilities (PU) Code § 8S1 requites Commission authorization before 

a utility ntay IImerge, acquire, or controL.any public utility organized and doing 

business in this state .... 11 The ptirp6se of this and related sections is to enable the 

Con\ntission, before any transfer of public utility property is COI\$un\mated" to 

review the situation ai\d to take such action, as a condition of the tiansfer" as ~e 

public interest may require. (San lose 'Vater Co. (1916) 10 CRC 56.) 

Technically, the transfer of control irom Convergent to a wholly o\\rJ\ed 

subsidiary, CCSI, ~ontemplates a transfer oicontrol. As a practical nlatter, 

however, no change in the operation of the telecommunications carrier is . 

proposed or planned. Since Convergent has not y'et begun service in California, 

the transfer of CPCN authority to CCSI should not bea matter of confusion to 

end-users. 

Applicants request expedited approval of Ule a~plkation by the Executive 

Director pursuant to authority delegated to him by the CoiIU:nission to grant 

"noncontroversial applications for authority to transfer assets or control under 

PU Code §§851-85S .. /' (CA\VC, Inc., D.87-04:-017 (1987).) There have been no 

protests to this application, and the contemplated transfer of operAting auUlority 

appears to be noncontroversial. 

In Resolution ALI 176-2992" da'ted ~Iay 7, 1998, theCoDtntission 

prelinUnarUy categorized this proceeding as ratesetting, and preliminarily 

determined that hearings were rtotnecessary. No protests have been received. 
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Given this status, public hearing is not necessary, and it is not necessary to alter 

the preruninary deterntinations n\ade in Resolutlon ALJ 176-2992. 

The application is granted, subject to the tern,s and C01\ditions set (orU, 

below. 

Findings of Fact 
1. Notice ot this application appeared in the Conmussion's Daily Calendar of 

~fay 5, 1998. 

2. Convergent seeks authority to traI\sier its cpcN to CCSI, a wholly owned 

subsidiary. 

3. Converge'nt has not yet begun service in California Wi.der its'operating 

authority. 

4. CCSI meets financial and teduucal requiren\ents to operate as an 

interexchange carrier and a reseUer of competitive local exchange service. 

5. There will be no change in the management or in the provision of services 

byCCSI. 

Conclusions of Law 
1. The proposed transfer of operating authority is not adverse to the public 

interest. 

2. This proceeding is designated a ratesetting proceeding; no protests have 

been received; no hearing is necessary. 

3. The application is noncontroversial and may be granted by the Executive 

Director pursuant to authority delegated by the Conunission. 

4. The applicatiOn should be approved. 
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ORDER 

IT IS ORDERED that: 

1. On or after the eilective date of this order, Convergent Comn,unicatiollS, 

Inc. (Convergent), is authorized pursuant to Public Utilities Code (PU) § 854 to 

transfer Convergent's certificate of public convenience and neCessity (CPCN) to a 

wholly owned subsidiary, Convergent COmn\unicatiorts SerViCes, Inc. (CCSI). 

2. CCS[ is authorized to do business under the utility identification number, 

U-5874-C, previously assigned to Convergent. 

3. Applicants shall notify the Director 6f the Co nurussion' s 

Teleconmlunications Division in writing of the actual date of transfer of 

authority, as authorized herein, within 10 days after completion 6f the transfer. 

A true copy of the instruments of transfer shall be attached to the notification. 

4. CCSI shall file a new tariff incorp<>ratingthe present rates and services of 

Convergent into a single new tariff w\der the nan\e of the transferee, CCSI. 

5. CCSI shall be subjeCt to the same tern,s and conditions that the 

Conunission has placed on Convergent in granting tile CPCN to operate as an 

mterexchange carner and a resellet of competitive local exchartge service. 

6. Convergent and CCSI shall make all books and tecords available for 

review and inspection upon Comnussion stafl request. 

7. Upon conlpliance with all of the conditions of this order, irtduding the 

payment of all fees due under Public Utilities Code (PU) § 431 to the date of 

transfer, Converg~nt shall stand relieved of all future public utility obligations as 

an mterexchange carrlet and a reseller of competitive local exchange services, 

and its utility identification number, U-5874-C, shall be ttansferred to CC$I. 
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8. The authority granted in this order shall expire if not exercised within 

12 months after the effective date of this order. 

9. Application 98-().t~0-l9 is dosed. 

This order is effective today. 

Dated i-",1ll. I 3 1998 ' at San Francisco, California. 

-6~ 

! 
I 

J 
! 
/ 

( 


