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DECISION AUTHORIZING TRANSFER OF OWNERSHIP OF TGEC COMMUNICATIONS CO., LLC, TO WEST COAST VOICE & DATA, INC.

West Coast Voice & Data, Inc., a Nevada corporation, (West Coast or the Buyer), TGEC Communications Co., LLC, a California limited liability company (TGEC or the Company), and Pacific Centrex Services, Inc., a California corporation, the sole Member of the Company (referred to herein as PCS, the Member or the Seller) collectively with the Buyer and Company, (the Parties) jointly request approval for the transfer of ownership of TGEC from its current Member to West Coast.  Since TGEC will continue to provide services in California as a wholly owned subsidiary of West Coast, the Parties do not seek to transfer TGEC’s operating authority in connection with this transaction.

West Coast is authorized to do business in California; West Coast is not presently authorized to provide telecommunications services in any jurisdiction.  The principal address of West Coast is 9 Hawk, Irvine, California 92618.  West Coast was formed on February 27, 2009 for the specific purpose of entering the telecommunications business.  West Coast asserts that its management team has substantial financial and telecommunications industry experience.

TGEC is a California limited liability company and is a certificated telecommunications provider in California (U 5809 C).  TGEC was granted long distance resale authority by Decision (D) 97‑07‑012; local exchange resale authority by D.97-08-013; facilities‑based local exchange authority by D.01‑08‑037; and facilities-based long distance authority by D.02-02-033 issued February 20, 2002.

Pacific Centrex Services, Inc. (PCS) is a California corporation and is a certificated carrier in California (U 5998 C).  PCS was granted long distance resale authority by D.98-06-003, and facilities‑based and resale local exchange authority by D.01-09-009.

West Coast asserts that it is well qualified to acquire ownership of TGEC; it has the technical, financial, and managerial ability to operate TGEC.  The West Coast executive team includes individuals with years of experience in the telecommunications industry.  Further, West Coast has sufficient financial backing to operate a telecommunications carrier in California.  West Coast has provided descriptions of the background and experience of its management team, along with a copy of its financial statement.

West Coast and TGEC intend to execute a Membership Interest Purchase Agreement (Agreement), whereby pursuant to the terms of a Letter of Intent (LOI) dated February 27, 2009, between West Coast, TGEC, and PCS, West Coast will purchase from PCS all of the membership interests of TGEC for cash (the Transaction).  As a result, TGEC will become a direct, wholly-owned subsidiary of West Coast.  The closing of the Transaction will be contingent upon the receipt of the required regulatory approvals, among other things.

The proposed Transaction does not involve the transfer of any operating authority, assets, or customers.  TGEC’s operations and customers will not be affected by the Transaction.  Immediately following the closing, TGEC will continue to offer to its customers the same services at the same rates, terms and conditions as at present pursuant to existing authorizations, tariffs, contracts, and published rates and charges.  Accordingly, the Transaction will be generally transparent to consumers.  The only change will be that TGEC will be owned by West Coast.  The Transaction is not expected to result in any discontinuance of service to any customer.

Completion of the proposed transaction will serve the public interest.  The Sellers have determined that participation in TGEC is no longer consistent with their business interests.  Since the proposed transaction will occur at the corporate level, Seller’s transfer to West Coast of its membership interest will have no impact on the telecommunications service provided to TGEC customers.  Post-close, TGEC will continue to operate as it has in the past, using the same name, terms and conditions of service, and operating authority.  TGEC intends to retain all its key personnel.  Thus, the transfer of control will be transparent to, and have no adverse impact on, TGEC’s customers.  Furthermore, completion of the proposed transaction will not have a negative effect on competition in the industry since no competitors will be eliminated as a result of the proposed transfer of control.  For these reasons, the proposed transaction serves the public interest.

Discussion

Under Section 852, no public utility, and no subsidiary, affiliate of, or corporation holding a controlling interest in, a public utility, shall purchase or acquire, take or hold, any part of the capital stock of any other public utility, organized or existing under the laws of this state, without prior Commission authorization.  Section 854 further requires Commission authorization before a company may “merge, acquire, or control . . . any public utility organized and doing business in this state . . . .”  The purpose of these and related sections is to enable the Commission, before any transfer of a public utility is consummated, to review the situation and to take such action, as a condition of the transfer, as the public interest may require.

In a situation in which a company that does not possess a Certificate of Public Convenience and Necessity (CPCN) desires to acquire control of a company that does possess a CPCN, we apply the same requirements as in the case of an applicant seeking a CPCN to exercise the type of authority held by the company being acquired.  Therefore, although West Coast does not hold a CPCN authorizing it to provide telecommunications services in California, it must meet the requirements for issuance of a CPCN because it is acquiring control of TGEC, a certificated carrier.

The Commission has established two major criteria for determining whether a CPCN should be granted.  An applicant who desires to operate as a facilities-based and resale provider of local exchange and interexchange service must demonstrate that it has a minimum of $100,000 in cash or cash equivalent, reasonably liquid and readily available to meet the firm’s start-up costs.  In addition, the applicant is required to make a reasonable showing of technical expertise in telecommunications or a related business.

This application includes financial statements and other evidence that demonstrates that West Coast has sufficient resources to meet our financial requirements.  Also, since applicants have indicated that West Coast will retain TGEC’s current management, we find that West Coast has sufficient experience and expertise in the telecommunications field to capably manage TGEC, for the purpose of this transaction only.  Except for a change to TGEC’s ownership, this transaction will be transparent to customers.  The proposed transaction is in the public interest.

Therefore, we will grant the application pursuant to §§ 852 and 854.

Categorization and Need for Hearing

In Resolution ALJ 176-3232, dated April 16, 2009, the Commission preliminarily categorized this application as ratesetting, and preliminarily determined that hearings were not necessary.  No protests have been received.  There is no apparent reason why the application should not be granted.  Given these developments, a public hearing is not necessary, and it is not necessary to disturb the preliminary determinations.

Waiver of Comment Period

This is an uncontested matter in which the decision grants the relief requested.  Accordingly, pursuant to Section 311(g)(2) of the Pub. Util. Code and Rule 14.6(c) of the Commission’s Rules of Practice and Procedure, the otherwise applicable 30-day period for public review and comment is waived.

Assignment of Proceeding

Rachelle B. Chong is the assigned Commissioner and Robert Barnett is the assigned Administrative Law Judge in this proceeding.

Findings of Fact

1. In D.97-07-012, D.97-08-013, D.01-08-037, and D.02-02-033, TGEC was granted a CPCN to provide limited facilities-based and resold local exchange and inter-and intra-LATA services in California.

2. As a result of the Transaction, West Coast will acquire 100% of the membership interest in TGEC and will therefore gain control of TGEC.

3. Customers of TGEC will continue to receive service under the same rates, terms, and conditions after the Transaction.

4. West Coast has sufficient financial resources to meet the Commission’s requirement to provide facilities-based and resold local exchange and inter- and intra-LATA services.

5. West Coast’s management has met the requirements for technical and managerial expertise to provide telecommunications services in this state, for the purposes of this transaction only.

Conclusions of Law

1. The Commission will apply the same requirements to a request for approval of an agreement to acquire control of a facilities-based and resale provider of local exchange and inter- and intra-LATA telecommunications services within California as it does to an applicant for authority to provide such services.

2. West Coast meets the Commission’s requirements for the issuance of a CPCN to provide facilities-based and resold local exchange and inter- and intra‑LATA telecommunications services, for the purposes of this transaction only.

3. This transaction is in the public interest.

ORDER

IT IS ORDERED that:

1. Pursuant to Public Utilities Code Sections 852 and 854, the application of TGEC Communications Co., LLC, (U 5809 C) and West Coast Voice & Data, Inc., for approval of the transfer of control of TGEC Communications Co., LLC from Pacific Centrex Services, Inc to West Coast Voice & Data, Inc., is approved.

2. Application09-03-026 is closed.

This order is effective today.

Dated 




, at San Francisco, California.
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