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Decision 00-05-031  May 15, 2000

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of dPi-Teleconnect, L.L.C.’s Application for Approval of an Indirect Change in Control from DPI Holdings, Inc. to Rent-Way, Inc.


Application 00-02-028

(Filed February 14, 2000)

O P I N I O N

1.  Summary

This application seeks approval under § 854 of the Pub. Util. Code of a transfer of control of dPi-Teleconnect, L.L.C. (dPi or Applicant), a reseller of telecommunications services.  The application is unopposed.  The application is granted.

2.  Description of Applicant and Purchaser
dPi, a Delaware limited liability corporation, was authorized to provide resold interexchange (toll) and local exchange telecommunications services in California pursuant to Decision (D.) 99-12-048,
 issued on December 16, 1999.  Its California Public Utilities Commission identification number is U-6276-C.  dPi submitted its financial statements to the Commission with its resale application approved in D.99‑12‑048.  

According to a Form 10-K Rent-Way filed with the U.S. Securities and Exchange Commission for the fiscal year ended September 30, 1999, Rent-Way is the second largest operator in the rental purchase industry with 1,114 stores in 41 states.  Rent-Way is a publicly traded Pennsylvania corporation.

3. Nature of Application 

dPi seeks approval of a change in corporate ownership whereby Rent‑Way will purchase the entire minority interest of 40% held in dPi by Koch Ventures, Inc. (Koch), and 20% of dPi from the remaining dPi shareholder, dPi Holdings Inc.  dPi Holdings will retain a 40% interest in dPi, with Rent-Way assuming a 60% interest after the proposed transaction.  In a letter dated May 3, 2000,
 dPi clarified that dPi Holdings has given Rent-Way an option to purchase an additional 10% interest.  dPi alleges that Rent-Way is not a public utility subject to regulation by this Commission. 

dPi alleges that its management and operations will remain unchanged by the transaction.  Because dPi only recently received Commission approval to operate in California, it has no customers; thus, dPi alleges, the transaction will not adversely affect customers. 

dPi did not attach the Rent-Way/dPi stock purchase agreement to its application.  However, it alleges its intent that the transaction be consummated as soon as possible.  We take official notice of an article that appeared on the Reuters news service on April 10, 2000 and is attached to this decision as Appendix B.  That article discusses an agreement between “Rent-Way/dPi Teleconnect” with Western Union.  Because the article contained language suggesting that the proposed Rent‑Way/dPi transaction had already been consummated, the assigned Administrative Law Judge asked dPi for clarification.  In its May 3, 2000 letter (Appendix A hereto), dPi clarified that while it has a pre-existing relationship with Rent-Way, that relationship is one of agency only.  The transaction for which dPi seeks approval in this application is being held in escrow until all regulatory approvals are secured.  No changes in management, staff headquarters or board of directors will occur until after such approval.  Thus, we are satisfied that the transaction at issue has not been consummated without our approval.

4. Public Interest
dPi states that the proposed purchase will benefit dPi and its projected California customers because it will increase the capital available for dPi’s resale operations, enhance its proposed operations, service and product offerings.  Accordingly, dPi alleges that the change in ownership is in the public interest.

5.  Discussion
Requirements of Pub. Util. Code § 854

Pub. Util. Code § 854 requires Commission authorization before a company may “merge, acquire, or control . . . any public utility organized and doing business in this state. . . .”  The purpose of this and related sections is to enable the Commission, before any transfer of public utility property is consummated, to review the situation and to take such action, as a condition of the transfer, as the public interest may require.  San Jose Water Co., 10 CRC 56 (1916).

The reorganization here will transfer a majority interest in dPi to a large, publicly traded company.  California customers will see no adverse effect of the transaction as dPi has not yet begun service in California.  Although the proposed transaction results in a change in the ultimate ownership of dPi, it does not involve a change in the name under which the company operates, or a change in the manner in which it provides service in California. 

There have been no protests to this application. 

Category and Need for Hearings

In Resolution ALJ 176-3034, dated March 2, 2000, the Commission preliminarily categorized this proceeding as ratesetting, and preliminarily determined that hearings were not necessary.  We uphold these preliminary determinations.

The application is granted, subject to the terms and conditions set forth below.

This is an uncontested matter in which the decision grants the relief requested.  The application requests expedited approval of the application.  The Executive Director may grant noncontroversial applications by nondominant telecommunications carriers to transfer assets or control under Pub. Util. Code §§ 851-854.  (D.87-10-035; D.86-08-057.)

Findings of Fact

1. Notice of this application appeared in the Commission's Daily Calendar of February 25, 2000.

2. Applicant seeks approval pursuant to Pub. Util. Code § 854 of a corporate reorganization that results in a change in the ultimate ownership of dPi such that Rent-Way may own up to 70% of dPi. 

3. dPi is authorized to provide resale interexchange (toll) and local exchange telecommunications services in California under the identification number U‑6276-C.

4. There will be no change in name, current services or rates provided by dPi as a result of the transfer of control.

Conclusions of Law

1. The proposed transfer of control 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 should be approved, effective immediately. 

4. The new dPi should be authorized to operate under the certificate of public convenience and necessity, U-6276-C.

ORDER

IT IS ORDERED that:

1. dPi-Teleconnect, L.L.C. (dPi) and Rent-Way, Inc. (Rent-Way) are authorized pursuant to § 854 of the Pub. Util. Code to enter into the transaction, as more fully described in the application and its exhibits, by which Rent-Way will acquire a controlling interest in dPi.

2. dPi 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 this order.  A true copy of the instruments of transfer shall be attached to the notification.

3. dPi shall file new tariffs incorporating any changes in name, rates, services and management authorized in the transfer transaction.

4. dPi and Rent-Way shall make all books and records available for review and inspection upon Commission staff request.

5. We take official notice of the Reuters article attached hereto as Appendix B for the purpose of establishing that dPi has a pre-existing agency relationship with Rent-Way.  That relationship is separate and distinct from the transfer of control dPi seeks in this application, which transaction will not be consummated until dPi secures all necessary regulatory approvals.

6. The authority granted herein is effective immediately.

7. The certificate of public convenience and necessity granted to dPi in Decision (D.) 99-12-048 is transferred to the newly restructured dPi entity, which is authorized to continue use of the utility identification number U-6276-C.

8. The new dPi shall be bound by all conditions imposed in D.99‑12‑048.

9. Application 00-02-028 is closed.

This order is effective today. 

Dated May 15, 2000, at San Francisco, California. 

/s/  WESLEY M. FRANKLIN

WESLEY M. FRANKLIN

Executive Director

APPENDIX A

APPENDIX B

(SEE CPUC FORMAL FILES FOR APPENDICES A AND B)
� 1999 Cal. PUC Lexis 760, at *29.  In that decision, the Commission gave authorization to a number of carriers as a group.  The permission granted was limited, and prohibited dPi (and others) from engaging in any construction of buildings, towers, conduits, poles, or trenches.  For those carriers seeking authorization for more extensive facilities-based authority involving actual construction, the Commission deferred such authorization pending resolution of further California Environmental Quality Act review.  The Commission required carriers not seeking full facilities-based authority requiring a negative declaration to file a new application at a later date when or if the carrier seeks expanded facilities-based authority.  All of these conditions will continue to apply after the transaction we approve here.


� The letter is attached hereto as Appendix A.
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