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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Allplic~ltion ot Teleglobe Inc. and Excel 
COOlul\U\ications, Inc. for Approval of Agreeolet\t 
and Plan of Z\ {erger. 

OPINION 

summary 

Application 98-07-021 
(Filed July 7, 1998) 

Teleglobe Inc. (feleglobe) and Excel COlnmunkations, Inc. (Excel), seek 

apl)ro\'cll of a n\erger and transie'r of control through which Excel ",ill becODle a 
wholly owned subsidiary of Teleglobe. Granted. 

Nature Of Application 
Teleglobe is a Canadian corporation \vhich, tluough its operating 

subsidiaries, is ao\ong the world's largest intercontinental telecoDl.n\wuccltions 

caniers, with services reaching 240 countries and territories. Its indirect wholly 

owned subsidiary, Teleglobe USA Inc. (teleglobe USA) is authorized to provide 

interexchange services u\ 24 states, including Califoniia .. Authorization u\ this 

. state waS granted through the ConlmissioJ\'s registration process, as approved in 
Decision (D.) 97-09-097 on Septeu\ber 22, 1997. 

Excel is a Delaware holding company which, through its subsidiaries, is 

the fifth largest long distance cODlpany in the United States. It has focused 

llrimarily on pro\'iding residential resold telephone services. The Coolnussion 

has autllorized interexchange and coulpetitive local exchange service for tluee 

Excel subsidiaries! Telco Holdings, Inc. (U-SS26-C) in D.97-08-085; Long 
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Distance \\'holl's(lte Club, Inc. (U-5653-C) in 0.96-08-019j and Excel 

TclccOllUl\unications, Inc. (U-S196-C) in 0.90-02-028 and D.97·0-l-058. 

Applicants have agreed 10 a IranS(lction in \\'hkh North ~Ierger Suh 

Corporation, a wholly owned subsidiary of Teleglohe, will n\erge into Excel, and 

each outstanding share of Excel's conUl\Ol\ stock will be converted into the right 

to receive 0.885 of a COnUn01\ share of Teleglobe cdpital slock. As a result, Excel 

will bt.""Conle a wholly owned suhsiditu), of Teleglobe, the (Ortner Excel 

sharehold.ers will hold 48.5% of Teleglobe's COUlmon shares, and the pre-ll\erger 

Teleglobe shareholders will hold 51.5% of 1eleglobe's C011\n\on shares. 

Teleglobe slates that it has the techillcal, managerial and financial 

qualifications to continue Excel's service in Caluonlia. Finat\dal information 

attached to the application as Exhibit A shows that Teleglohe last year recorded 

re\'enues of mOre than $1.9 billion. 111e parties in July 1998 alU\otu\ced that the 

. waiting period required by the Hart-Scott-Rodino Anlitnlsl Irnproveu\ents Act of 

1976, as atnended, has been lernlinated, and that close of the merger transaction 

is expected to occur before year end following dPpro\'al of the Federal 

Conul\unkatiolls Commissioll, state conunissiol\s a11d Canadian authorities. 

Public Interest 

Teleglobe and Excel slate that they willl'ealize significant revenue and 

operating ad\'antages by u\erging the two entities. Applicants state that their 

current subsidiaries will cOlltinue to ol)emte under their current nantes, and the 

1l1erger will nol disrupt service or cause confusion to cuslon\ers. According to 

applicants, the merger will be virtually seamless to customers in tenns of the 

services they now recehte, but it will make additional products and services 

available to both Excel's and Teleglobe's cuslol1ters. 
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The "pplkclnts stelte I1Mt the merger wilt sen'e the }lublic interest in 

prollloting competition in the telecolllll\Unkations nlarke\ by combining the 

compclnies' finelncial resources and complementary services, facilities and 

experlise. Applicants stelle that the combu\ation of Telegto\,c's extensive 

intercontinenttll network with Excel's t.~halUlels of distributiOl\ (\lld U.S. network 

will aHow the conlbined cOl\\pany to oller an arra), of neW }"roducts ,u\d services 

to homes, businesses, other carriers and Intenlct service providers. 

Applicants have attached a cop)' of their n\erger agreeUlent to their 

a})plkation as Exhibit C, and ther have provided a chart der,icling the trallsfer of 

control and post-n\erger orga.niz'c:ltiOl\ as Exhibit D. 

Discussion 
Public Utilities Code § 8S4 requires COni.n\ission attthorization before a 

utility Inay "Inerge, acquire, or controL.all), public utility orgallized and doulg 

business in this shlle .... 11 The purpose of this and related sections is to enable the 

COl\uuissioll, before any lrat\sfer of public utility liroperty is consllllunated, to 

review the situation alld. to take such action, as a condition of the transfer, as the 

llublic interest may requite. (Sa1\ lose 'Vater Co.! (1916) 10 eRC 56.) 

The proposed. lllerger here proolises in\proved products and services (or 

Califonlia conSluners. No change in the nantes or services of Califonlia 

subsidiaries of th~ two conlpanies is contel'nplated. Teteglobe has the tedu\ica', 

managerial and iitlclndal qualifications necessary to contu\\.te operating all of the 

Catifonlia telecou\l1\unic.ltiol\s subsidiaries affected by the uwrger. 

Ap}llicants request expedited appro\'al o( the applicatiOll by the Executive 

Director pursuant to authority delegated. to hinl by the COl1unission to grant 

"noncontroversial applications (orduthorit)~ to transfer assets or conlrol ul1der 

PU Code §§ 851-855 ... " (CA\Ve, h\c., D.S7-0-l-017 (1987).) There ha\'e been no 
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protests to this ~lpplkdtion, ,ulrl the contempldted corporclte reorganizatiol\ 

appecus to be noncontro\'ersi,d. 

In Resolution ALJ 176-2997, dilted July 23, 1998, the COllul\ission 

preliminarily categorized this proceeding as rdtesetting, and l)reliminarily 

detNmined that hearings were not ilecesscuy. No })rotests have been received. 

Given this stclhts, a public heclring is not Ilecessary, nor is it necessal)' to alter the 

preliI~lulal)' delermU\dtion in ALJ-176-2997. 

The application is grclnted, subject to the tern\s and conditiOl\S set forth 

below. 

Findings of Fact 
1. Notke of this al-)pliccltion appe,\red ullhe COUUllission's Dclily Calendar of 

July 17, 1998. 

2. Teleglobe and Excel seek authority pursuant to PU Code § 85-! of a ulerger 

al\d trdnsfer of control by which Excel will bt..~ome a wholly owned subsidiary of 

Teleglobe. 

3. A Tcleglobe subsidial)', Teleglobe USA, is authorized to provide 

facilities-based interexchange services throughout Califonlia. 

4. Three Excel subsidiaries are authorized to provide ulterexchange and 

cOlnpetili\'e local exchange telecon\lllUnkations services in California. 

5. There will be no change in the nan1.es or current services provided by the 

companies' subsidiaries as a result of the Inetger. 

Conclusions of Law 
1. The proposed tral\sfer of operating authority is not adverse to the public 

interest. 

2. lllis proceeding is designated a ratesetting proceedulg; no protests ha\'e 

been receh'edj no hearing is necess<ll)'. 
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3. The applic(ltion is nOl\('ontro\'("fsi(ll and Ill(l}, be granted by thl~ Executive 

Director pursuant to "ttthority delegah .... d b)' the Commission. 

4. TIle applkcltion should be approved. 

ORDER 

IT IS ORDERED lhal: 

1. On or after the effecti\'e date of this order, Teleglobe Inc. (feleglobe) and 

Excel COllununications, Inc. (Excel) are authorized l'lurs\1ant to Public Utilities 

Code § 854 to enter into a merger transaction as tnore fully described it\ the 

application and u\ Exbibit C. 

2. Ap1)lkants shall notify the Director of the COu\uUssion's 

Telecollu\uulications Division itl writitlg of the actual date of ttdllsfer of 

authority, as authorized hereit~ \\'ithin 10 days after con\pletio1\ of the transfer. 

A tnle copy of the ulstnm\ents of transfer shall be attached to the notification. 

3. Subsidiaries of Excel shall file new tariffs incorporating atlY changes in 

rates, services and tni\nagement authorized in the tnerger transaclion. 

4. Teleglobe and Excel sh(,11 ll\dke all books and records available for review 

and inspection upon Commission staff request. 
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5. The authority granted in this order shall expire if not eXt'rdsed within 

12 months after the effective date of this order. 

6. Application 98-07-021 is closed. 

This order is effective today. 

Dated -srp 2~· lQQq --J at San Francisco, California. 
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