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O P I N I O N

Summary

This decision grants the joint application of U.S. TelePacific Corp. (TelePacific), Rader Reinfrank Holdings No. 3 (RRH), and TelePacific Holdings Limited (TPH) for approval for a change in indirect control of TelePacific.  The change in indirect control is the result of a change in the composition and size of the board of directors of U.S. TelePacific Holdings Corp. (Holdings), the corporate parent of TelePacific.  There will be no interruption of TelePacific’s service, and no change in the rates or terms and conditions of service to customers.

Parties to the Transaction

TelePacific, formerly known as Justice Long Distance Corporation, is a California corporation.  Its principal place of business is 515 South Flower Street, 49th Floor, Los Angeles, California 90071-2201.  By Decision (D.) 96-12-057 and D.97-12-084 (as modified by D.98-07-045) TelePacific was granted certificates of public convenience and necessity (CPCN) to operate in California as an interexchange carrier and as a facilities-based and resale local exchange service provider (U‑5721-C), respectively.  TelePacific is a wholly owned subsidiary of Holdings. 

RRH is a California general partnership.  Its principal place of business is 9465 Wilshire Boulevard, Suite 950, Beverly Hills, California 90212.  RRH, along with its designees, holds 150 shares of Holdings’ Series A preferred stock.

TPH is a Cayman Islands corporation.  Its principal place of business is West Wind Building, 4th Floor, Harbour Drive, George Town, Grand Cayman, Cayman Islands, B. W. I.  TPH holds 1000 shares of Holdings’ Series C preferred stock.

Procedural Background

In Resolution ALJ 176-3046, dated September 7, 2000, the Commission preliminarily categorized this application as ratesetting, and preliminarily determined that hearings were not necessary.  No protests have been received.  Therefore, a public hearing is not necessary, and it is not necessary to alter the preliminary determinations.

This is an uncontested matter in which the decision grants the requested relief.  Therefore, pursuant to Section 311(g)(2) of the Public Utilities Code, the otherwise applicable 30-day period for public review and comment is being waived.

Proposed Transaction

The applicants represent that no conveyance of property is involved in this proceeding.  No direct change in TelePacific’s operations is involved.  TelePacific will retain its CPCN.  What is involved is a change in the board of directors of Holdings.  There are currently nine directors.  Under the proposed shareholder agreement, the number of directors will increase to eleven.

Currently, David Glickman, one of the stockholders of Holdings, exercises control over Holdings.  Neither RRH nor TPH currently exercises control over Holdings individually or as a member of a control group.  Under the proposed agreement the board will be selected as follows:

Glickman will be able to designate three directors.

RRH will be able to designate three directors. 

TPH will be able to designate three directors. 

One director will be designated jointly by TPH and either RRH or GE Capital Equity Investments, Inc., which holds preferred stock in Holdings.

One director will be chosen by the entire board.

The result is that Glickman will no longer have individual control over Holdings and its subsidiaries.  No one stockholder will have control.  Therefore, control will reside in alliances formed by groups of shareholders that may change over time.  Absent such alliances, control may not reside with any particular group of shareholders.

The applicants represent that the proposed change in control will not result in any presently foreseeable changes in TelePacific’s management or operations.  The applicants believe that the change in control may help place Holdings in a position where it can attract needed capital at lower cost.

Request for Confidentiality

The applicants filed a motion with this application requesting that certain financial documents be filed under seal.  The documents consist of the stockholders’ agreement that results in the proposed change of control, and Holdings’ financial statements.  The applicants represent that the documents are confidential. Public disclosure of the documents would place the applicants at an unfair business disadvantage.  The motion is unopposed.  We have approved similar requests in the past and will do so here.

Discussion

When control of a company that holds a CPCN is to pass to another entity, we apply the same requirements to the acquiring entity as we would in the case of an applicant seeking a CPCN to exercise the type of authority held by the company being acquired.

In this case, no acquisition is involved.  The ownership of Holdings is not changed.  The only change is to the organization of the board of directors of Holdings.  There is no apparent adverse effect on TelePacific’s technical ability or financial status.  As a result, there is no reason to believe that the public interest will be adversely affected.  Therefore, we will grant the application.

Findings of Fact

1. TelePacific , RRH and TPH seek approval for a change on the organization of the board of directors of Holdings that will result in a change of indirect control of TelePacific.

2. No conveyance of property is involved in the transaction.

3. Telepacific’s financial resources and technical expertise will not be adversely affected.

4. TelePacific’s operations will not be adversely affected.

5. The proposed change in control is not adverse to the public interest.

6. Notice of this application appeared on the Commission’s Daily Calendar on August 10, 2000.

7. There were no protests to this application.

8. No hearings are necessary.

9. Applicant filed a motion concurrent with the application requesting that the shareholders’ agreement and Holdings’ financial statements filed with the application be kept under seal.

10. The motion is unopposed.

11. Public disclosure of the shareholders’ agreement and Holdings’ financial statements would place Holdings and its affiliates at an unfair business disadvantage.

12. The Executive Director may grant noncontroversial applications by nondominant telecommunications carriers for authority to transfer assets or control under Sections 851-854 of the Pubic Utilities Code.

Conclusions of Law

1. Applicants’ request to file the shareholders’ agreement and Holdings’ financial statements under seal should be granted for two years

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

3. In order to avoid delaying this transaction, the approval of the application should be made effective immediately.

ORDER

IT IS ORDERED that:

1. The joint application of U.S. TelePacific Corp. (TelePacific), Rader Reinfrank Holdings No. 3 (RRH), and TelePacific Holdings Limited (TPH) for approval for a change in indirect control of TelePacific is approved.

2. The applicants’ motion to have the shareholders’ agreement and the U.S. TelePacific Holdings Corp. financial statements filed with the application kept under seal is granted for two years from the effective date of this decision.  During that period the shareholders’ agreement and financial statements shall not be made accessible or disclosed to anyone other than the Commission staff except on the further order or ruling of the Commission, the Assigned Commissioner, the assigned Administrative Law Judge (ALJ), or the ALJ then designated as Law and Motion Judge.

3. If the applicants believe that further protection of the shareholders’ agreement and the financial statements kept under seal is needed, they may file a motion stating the justification for further withholding of the shareholders’ agreement and financial statements from public inspection, or for such other relief as the Commission rules may then provide.  This motion shall be filed no later than one month before the expiration date.

4. The authorization granted herein shall expire if not exercised within one year of the effective date of this order.

5. This application is closed.

This order is effective today.

Dated November 13, 2000, at San Francisco, California.

/s/ WESLEY M. FRANKLIN
WESLEY M. FRANKLIN

Executive Director
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