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	Application of Global Crossing Ltd. (Debtor-in-Possession) and GC Acquisition Limited for Expedited ex parte Approval of the Transfer of Control of Global Crossing Ltd. (Debtor-in-Possession)'s California Operating Subsidiaries to GC Acquisition Limited.


	Application 02-09-044

(Filed September 25, 2002)


OPINION GRANTING APPLICATION TO TRANSFER

OWNERSHIP AND CONTROL

Summary

Global Crossing Ltd. (GCL)
 and GC Acquisition Limited (New GX) (jointly, the Applicants) seek approval under Section 854(a) of the Public Utilities (Pub. Util.) Code for the transfer of ownership and control of GCL's California-licensed subsidiaries
 from GCL, the existing shareholders, to New GX, the new shareholders.  The transaction is pursuant to an action initiated under Chapter 11 of the United States Bankruptcy Code and Bermuda insolvency law. The application is granted.

Jurisdiction

Applicants filed this matter pursuant to Pub. Util. Code § 854 and Rules 35 and 36 of the Commission’s Rules of Practice and Procedure.  Section 854 precludes any person or corporation from transferring control of any public utility organized and doing business in California without first securing authorization to do so from the Commission upon a finding that the transfer is in the public interest.  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 the public interest may require.  (San Jose Water Co. 10 CRC 56 (1916).)

Description of the Parties

GCL is a global telecommunications company organized under the laws of Bermuda.  Through its subsidiaries, including the California-licensed subsidiaries, GCL owns and operates a global Internet Protocol-based fiber optic network that extends over 75,000 route miles, five continents, 27 countries, and more than 200 major cities.  The California entities offer the following telecommunications services. Budget Call and GCTI provide intrastate long distance services on a resale basis as authorized by Decision (D.) 95-06-024
 and D.84-06-113,
 respectively.  GCLS offers facilities-based competitive local exchange services in accordance with D.96-09-072,
 and GC Telemanagement offers resold competitive local exchange services in accordance with D.96-08-020.
  GCNAN provides facilities-based intrastate long distance service as authorized by D.94-10-052.

New GX is owned by Hutchison Telecom, ST Telemedia, and the creditors of GCL and its debtor subsidiaries.  Hutchison Telecom, a Hong Kong company, is indirectly wholly owned by Hong Kong holding company Hutchison Whampoa Limited (HWL).  In August 2002, HWL had an equity market capitalization of approximately $28 billion, making it the third largest company by market capitalization on the Hong Kong Exchange.  Hutchison Telecom and its international operating subsidiaries do not provide telecommunication services in California.  It holds less than 5% indirect minority interests in VoiceStream Wireless Corp., Verizon Wireless, and Western Wireless, Inc.

ST Telemedia, a Singapore telecommunications and information technologies company, is a wholly-owned subsidiary of Singapore Technologies Pte Ltd.
  Through its subsidiaries, ST Telemedia provides fixed and mobile telecommunications, data, Internet services, telephone equipment distribution, managed hosting, teleport, broadband cable and video, and e-business software development services in Singapore.  ST Telemedia is also under common ownership with Singapore Telecommunications Limited (SingTel), which directly provides a variety of domestic and international telecommunications services in Singapore and holds interests in a number of other Singaporean telecommunications enterprises.  Outside of Singapore, SingTel subsidiaries offer cellular, paging, fixed and mobile wireless, Internet access, and data services in various countries in Asia and Europe.
  Neither ST Telemedia and its subsidiaries nor SingTel and its subsidiaries provide intrastate services in California.

The creditors of GCL and its debtor subsidiaries constitute the remaining ownership segment of New GX.  The creditors, secured and unsecured, consist of a variety of banks, bondholders, other communications carriers, equipment vendors and others.  No single creditor is expected to obtain a 10% or greater interest in New GX.

The Transaction

On August 9, 2002, the United States Bankruptcy Court for the Southern District of New York (the Bankruptcy Court) authorized GCL to enter into a purchase agreement to effectuate certain Investment Proposals and Qualified Investment Proposals (Proposed Transaction).
  In furtherance of the Proposed Transaction, GCL would transfer substantially all its assets, including its interests in the California-licensed subsidiaries, to New GX.  Upon consummation of the Proposed Transaction, GCL would relinquish all of its equity and voting power in New GX.  New GX would become the new parent of the California-licensed subsidiaries. 

Under the Proposed Transaction, Hutchison Telecom and ST Telemedia would invest $125 million cash in New GX.  In return, Hutchison Telecom and ST Telemedia, respectively, would obtain common and preferred stock equal to 30.75% of the equity and voting power of New GX.  Creditors of GCL and its debtor subsidiaries would be issued New GX common stock in an aggregate amount of up to 38.5% of New GX’s equity and voting power, as well as $200 million in senior secured notes of New GX and $300 million in cash.  On December 26, 2002, the Bankruptcy Court issued a Confirmation Order accepting the Debtors’ Joint Plan of Reorganization.

Applicants contend that the Proposed Transaction is in the public interest because it will enhance transmission capacity and wholesale telecommunications services in California by strengthening the financial position of the California-licensed subsidiaries and enabling them to emerge from bankruptcy as stronger and more viable competitors.  In addition, the Proposed Transaction is not expected to affect the day-to-day operations of the California-licensed subsidiaries and will be transparent to their customers.

Discussion

Where acquiring companies do not possess certificates of public convenience and necessity (CPCN), the Commission applies the same requirements as to an applicant seeking a CPCN to exercise the type of authority held by the company being acquired:  a minimum of $100,000 in cash or cash equivalent, and technical expertise in telecommunications or a related business. Applicants assert that New GX not only will obtain the assets and operations of the California-licensed subsidiaries but also will acquire much of their substantial knowledge and expertise in maintaining and operating telecommunications networks and providing telecommunications services.  They do not expect the current management and personnel of the California-licensed subsidiaries to change substantially once the Proposed Transaction is completed.  Accordingly, the Commission finds that Applicants possess the technical expertise required.

Applicants state that because New GX is a newly formed entity, it has no historical financial statements.  Consequently, they submitted pro forma financial information and GCL’s most recently available financial statements with the application.
  These documents demonstrate that New GX has sufficient resources to meet Commission requirements. 

Applicants also assert that to the best of their knowledge:  (1) no affiliate, officer, director, partner, or owner of more than 10% of New GX, or any person acting in that capacity, has been sanctioned by the Federal Communications Commission or any state regulatory commission for failure to comply with any regulatory statute, rule or order; (2) no such person or entity has held a similar position with a telecommunications carrier that filed for bankruptcy during such person’s tenure; and no such person has been found criminally or civilly liable for a violation of § 17000 et seq. of the California Business and Professions Code or for any actions that involved misrepresentations to consumers, or is currently under investigation for similar violations.  Applicants state that the direct shareholding of the California-licensed subsidiaries will not change; those companies will have the same relationship with New GX as they have had with GCL.  Thus, Applicants satisfy Commission requirements on these factors.

In all, it appears that New GX and the California-licensed subsidiaries will gain an improved capital structure that will enable both to compete effectively in California.  Additionally, the California-licensed subsidiaries’ customers will continue to be served by qualified consumer representatives and receive telecommunications services at the same rates, terms and conditions that they have had.

This application proposes no new construction.  Accordingly, there is no possibility that the Proposed Transaction contemplated herein may have any significant impact on the environment.  There are no protests to this application. Applicants’ request is granted.

This is an uncontested matter in which the decision grants the relief requested. Accordingly, pursuant to § 311(g)(2) of the Pub. Util. Code, the other- wise applicable 30-day period for public review and comment is being waived. Pursuant to §§ 851-854, the Executive Director may grant noncontroversial applications by nondominant telecommunications carriers to transfer assets or control.
 

Categorization

In Resolution ALJ-176-3096 dated October 4, 2003, the Commission preliminarily categorized this proceeding as ratesetting, and preliminarily determined that hearings were not necessary. Based on the record, the Commission concludes that a public hearing is not necessary; thus, the preliminary determinations in ALJ-176-3096 will not be altered.

Assignment of Proceeding 

The assigned Commissioner in this matter is President Michael Peevey and the assigned Administrative Law Judge is Jacqueline A. Reed.   

Findings of Fact

1. Resolution ALJ 176-3096 determined that this was a ratesetting proceeding and that hearings were not necessary.

2. Notice of this application appeared in the Commission’s Daily Calendar of October 4, 2002.

3. No protests were filed.

4. This application has been filed pursuant to § 854.

5. Pub. Util. Code § 854(b) and (c) are not applicable in this instance because neither of the applicants has more than $ 500 million in gross annual California revenues.

6. GC Acquisition Limited (New GX), as constituted by Hutchison Telecom and ST Telemedia, has sufficient financial resources to meet the Commission's requirements to provide facilities-based and resold local exchange and interexchange telecommunications services.

7. Given New GX's stated intention to make no changes in the day-to-day operations or management of the California-licensed subsidiaries, New GX possesses the necessary technical expertise required by the Commission.

8. The California-licensed subsidiaries: Budget Call Long Distance, Inc., Global Crossing Local Services, Inc., Global Crossing North American Networks, Inc., Global Crossing Telecommunications, Inc., and Global Crossing Telemanagement, Inc. will continue to operate under their stated corporate names.

9. The California-licensed subsidiaries are nondominant telecommunications carriers.

10. No new construction is being proposed in this application.

11. New GX has no complaints (alleging fraud or significant wrongdoing) pending against them before this Commission, the FCC or any other state Commission.

Conclusions of Law

1. The proposed transfer of ownership and control of Budget Call Long Distance, Inc., Global Crossing Local Services, Inc., Global Crossing North American Networks, Inc., Global Crossing Telecommunications, Inc., and Global Crossing Telemanagement, Inc. from Global Crossing Ltd. (GCL) to New GX is not adverse to public interest.

2. The application is noncontroversial and may be granted by the Executive Director pursuant to authority delegated by the Commission.

3. This proceeding is designated a ratesetting proceeding; no protests have been received; no hearing is necessary.

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

5. New GX, as constituted by Hutchison Telecom and ST Telemedia, meets the Commission's requirements for an acquiring company of authorized providers of facilities-based and resold local exchange and interexchange telecommunications services.

6. The application should be approved; since the matter is uncontested, the decision should be effective on the date it is signed.

ORDER

IT IS ORDERED that:

1. Applicants Global Crossing Ltd. (GCL) and GC Acquisition Limited (New GX) are authorized, pursuant to California Public Utilities Code § 854(a), to transfer control of Budget Call Long Distance, Inc. (Budget Call), Global Crossing Local Services, Inc. (GCLS), Global Crossing North American Networks, Inc. (GCNAN), Global Crossing Telecommunications, Inc. (GCTI), and Global Crossing Telemanagement, Inc. (the California-licensed subsidiaries) from GCL to New GX, as set forth in Application (A.) 02-09-044.

2. GCL and New GX 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 later of either the date of consummation of such transfer, or the date of the signing of this order.

3. The corporate identification numbers assigned to the above listed California-licensed subsidiaries:  U-5476-C (Budget Call); U-5685-C (GCLS); U‑5423-C (GCNAN); U-5005-C (GCTI); and U-5655-C (GC Telemanagement), respectively, shall continue to be used by such California-licensed subsidiaries, and shall be included in all original filings with this Commission and in the titles of other pleadings filed in existing cases.

4. The corporate identification numbers assigned to the above listed California-licensed subsidiaries:  U-5476-C (Budget Call); U-5685-C (GCLS); U‑5423-C (GCNAN); U-5005-C (GCTI); and U-5655-C (GC Telemanagement), respectively, shall continue to be used by such California-licensed subsidiaries, and shall be included in all original filings with this Commission and in the titles of other pleadings filed in existing cases.

5. A.02-09-044 is closed.

This order is effective today.

Dated January 16, 2003, at San Francisco, California. 

	/s/   WESLEY M. FRANKLIN

	WESLEY M. FRANKLIN

Executive Director


�  Its status is Debtor-in-Possession.


�  The California-licensed subsidiaries include:  Budget Call Long Distance, Inc. (Budget Call) (U-5476-C), Global Crossing Local Services, Inc., formerly Frontier Local Services, Inc. (GCLS)(U-5685-C), Global Crossing North American Networks, Inc., formerly known as Frontier Communications International, Inc. and RCI Long Distance, Inc. (GCNAN) (U-5423-C), Global Crossing Telecommunications, Inc., formerly known as Allnet Communications Services, Inc. d/b/a Frontier Communications Services (GCTI) (U-5005-C), and Global Crossing Telemanagement, Inc., formerly known as Frontier Telemanagement, Inc. (GC Telemanagement) (U-5655-C).  Currently, all of these subsidiaries are Debtors-in-Possession.


�  June 8, 1995.


�  June 13, 1984.


�  September 20, 1996.


�  August 2, 1996.


�  October 26, 1994.


�  In turn, Singapore Technologies Pte Ltd is a wholly-owned subsidiary of Temasek Holdings [Private] Limited.


�  StarHub, Inc., a subsidiary of ST Telemedia, and other SingTel subsidiaries provide international services in the United States pursuant to authorization under Section 214 of the Communications Act of 1934.


�  The Supreme Court of Bermuda authorized GCL to enter into the Proposed Transaction on August 12, 2002.


�  Order Pursuant to Section 1129(a) of the Bankruptcy Code and Rule 3020 of the Federal Rules of Bankruptcy Procedure Confirming Debtors’ Joint Plan of Reorganization, U.S. Bankruptcy Court of S.D. N.Y., Chapter 11 Case No.02-40188 (REG)(Jointly Administered)(December 26, 2002). 


�  Attached as Exhibits B and C, respectively. 


�  Re Crico Telecommunications of San Jose, D.87-10-035, 1987 Cal. PUC LEXIS 283; Re California Associations of Long Distance Telephone Companies, D.86-08-057, 1986 Cal. PUC LEXIS 786.
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