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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Joint Application of Zenex Long Distance, Inc. (U 5699-C), Prestige Investments, Inc., Shareholders of Prestige Investments, Inc., and Lone Wolf Energy, Inc. for Approval of a merger and Acquisition of Prestige Investments, Inc.


Application 00-05-067

(Filed May 23, 2000)

O P I N I O N

I. Summary

Applicants Zenex Long Distance, Inc. (Zenex), Prestige Investments, Inc. (Prestige), Shareholders of Prestige Investments, Inc. (Sellers), and Lone Wolf Energy, Inc. (Lone Wolf) are authorized to enter into an Agreement and Plan of Reorganization upon which the control of Zenex will change from Prestige to Lone Wolf.

II. Categorization

Applicants have requested that this matter be categorized as ratesetting and that no hearings are necessary.  By Resolution ALJ 176-3040, dated June 8, 2000, the Commission preliminary determined that this was a ratesetting proceeding, and determined that no hearings were expected.

Notice of this application appeared in the Commission’s Daily Calendar of June 7, 2000.  With no filed protests there is no reason to hold a public hearing and no reason to change the preliminary determinations made in Resolution ALJ 176-3040.

III.  Jurisdiction

The application has been filed pursuant to Pub. Util. Code §§ 851 through 854 and Rule 35 of the Commission’s Rules of Practice and Procedure (Rules).  Section 854 precludes any person or corporation from transferring control of any public utility organized and doing business in this state without first securing authorization to do so from this Commission upon a finding that the transfer of control is in the public interest.  The additional criteria needed for authority to transfer control of a utility set forth in subsection (b) and (c) of Section 854 are not applicable in this instance because Zenex does not have gross annual California revenues exceeding $500 million.

IV.  The Parties

Zenex, an Oklahoma corporation qualified to transact business in California, is a wholly owned subsidiary of Prestige.  Zenex was granted a Certificate of Public Convenience and Necessity (CPCN) to provide intrastate interexchange telecommunications services within California pursuant to Decision (D.) 96-11-036 dated November 26, 1996.
  That decision assigned Zenex its U-5699-C corporate identification number.  Zenex also possesses state and federal authority to transact business throughout the United States.  

Prestige, an Oklahoma Corporation, is a holding company.  Prestige owns all of the issued and outstanding capital stock of Zenex, its wholly owned subsidiary company, pursuant to D. 99-05-045, dated May 21, 1999.    

Lone Wolf Energy, Inc. a Colorado corporation, is engaged in e-commerce and intends to acquire and put together business units with Internet and telecommunications-centered knowledge and capabilities similar to those of Zenex.

V. The Transaction

Zenex, Prestige, Sellers, and Lone Wolf seek authority to merge Prestige into Prestige Acquisition Corp. with Prestige to be the surviving corporation and a wholly owned subsidiary of Lone Wolf, pursuant to the terms and conditions set forth in Exhibit 3 to the application.  The agreement provides for Lone Wolf to issue 15,550,000 shares of Lone Wolf common stock, par value $.001 per share, to the Prestige shareholders.  The transaction will be structured in a manner that will qualify as a tax-free reorganization under the applicable provision of the Internal Revenue Code of 1996.  This agreement has been approved by the Board of Directors of Zenex, Prestige and Lone Wolf, and by all of the shareholders of Prestige.    

Applicants state that approval of this proposed transaction will enable Zenex and its prospective corporate parent, Lone Wolf, to realize significant economic and marketing efficiencies in the provision of high-quality, low-cost telecommunications services and to compete effectively in the competitive telecommunications marketplace.  It is also intended to provide Zenex with financial resources in excess of what it presently has.

The proposed transaction will be made in a seamless fashion that will not affect the current customers of Zenex.  After the proposed transaction is completed, Zenex will continue to possess the technical, managerial, and financial resources necessary to provide reliable and low-cost telecommunications service in California.   Zenex will also continue to operate in California under its own name and in the same manner as it has operated since it obtained its CPCN.  

No new construction is being proposed.  Accordingly, there is no possibility that the proposed transaction contemplated herein may have any significant impact on the environment.

Applicants have requested ex parte approval of this application by Executive Director approval.  Ordering Paragraph 1 of D.87-10-035 provides in relevant part that the Executive Director may grant noncontroversial application by nondominant telecommunications carriers for authority to transfer assets or control under §§ 851-855 of the Public Utilities Code.
  

Pursuant to the above-cited decision, the Executive Director on an expedited basis should approve this application because this application is noncontroversial, in the pubic interest, and because this application involves a nondominant telecommunications carrier.

Findings of Fact

1. Resolution ALJ 176-3040 determined that this was a ratesetting proceeding and determined that no hearings were expected.

2. Notice of this application appeared in the Commission’s Daily Calendar of June 7, 2000.

3. No protests were filed.

4. This application has been filed pursuant to Pub. Util. Code §§ 851-854 and Rule 35 of the Commission’s Rules.

5. Zenex will continue to operate as Zenex.

6. No new construction is being proposed.

7. Zenex is a nondominant telecommunications carrier.

8. The Executive Director may grant noncontroversial applications by nondominant telecommunications carriers for authority to transfer control under Pub. Util. Code §§ 851-854.

Conclusions of Law

1. The proposed change of control of Zenex from Prestige to Lone Wolf is not adverse to the public interest.

2. It can be seen with certainty that the proposed transfer will not have any adverse impact on the environment.

3. This application is noncontroversial and should be granted by the Executive Director.

4. Public convenience and necessity require the granting of this application to be effective on the date signed.

5. The application should be granted to the extent provided in the following order.

ORDER

IT IS ORDERED that:

1. Applicants Zenex Long Distance, Inc. (Zenex), Prestige Investments, Inc., Shareholders of Prestige Investments, Inc. and Lone Wolf Energy, Inc. are authorized to enter into the Agreement and Plan of reorganization attached to the application as Exhibit 3, by which Lone Wolf will acquire control of Zenex. 

2. Applicants shall notify the Director of the Commission’s Telecommunications Division in writing of the transfer of authority, as authorized herein, within 10 days of the date of consummation of such transfer.

3. The corporate identification number U-5699-C assigned to Zenex shall continue to be used by Zenex, which shall be included in all original filings with this Commission and in the titles of other pleadings filed in existing cases.

4. The application is granted as set forth above and the authority granted shall expire if not exercised within one year after the effective date of this order.

5. Application 00-05-067 is closed.

This order is effective today.

Dated July 18, 2000, at San Francisco, California. 

/s/ WESLEY M. FRANKLIN

WESLEY M. FRANKLIN

Executive Director

�  69 CPUC2d 248, identified but not reported, (1996).


�  25 CPUC2d 459 at 462 (1987).
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