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OPINION

1. Summary

This application seeks approval under Sections 851 of the Public Utilities Code of a transaction that will permit Adelphia Business Solutions Operations, Inc. (ABSO) to transfer certain telecommunications facilities and other assets owned by ABSO to an affiliate, ACC Operations, Inc. (ACCO) and ultimately to an ACCO subsidiary.  The transaction is structured to take effect upon approval by this Commission.  The application is unopposed.  The application is granted.

2. Description of Transaction

Applicant states that the purpose of this transaction is to effect an intra‑corporate accounting adjustment in order to book certain debts and assets, now assigned to ABSO cost centers, to ACCO cost centers.  According to applicant, the transaction will improve the financial standing of these companies and assist in attracting capital for their advanced telecommunications networks in California.

Currently, ABSO has authority from the Commission to operate as a reseller and facilities-based provider of competitive local exchange and non‑dominant interexchange services in California.  ABSO states that its focus is on delivery of business services to small and mid-sized businesses.  ABSO’s parent company, Adelphia Communications Corporation (Adelphia), owns or manages numerous cable television operations in Southern California.

Applicant states that, to strengthen its ability to attract capital, Adelphia has crafted this intra-corporate accounting adjustment between its affiliated subsidiaries.  The transaction involves the following actions:

· Formation of ACC Telecommunications, L.L.C. (ACCT), a subsidiary of ACCO and a new Delaware corporation.  ACCT has applied to the Commission for certification as a competitive local exchange and non-dominant interexchange carrier that would use the transferred assets only after certification from this Commission.

· The transfer of ABSO debt associated with its facilities in California to ACCT.

· The transfer of certain ABSO assets in Southern California to ACCT.

· An agreement by which ABSO would manage the delivery of ACCT’s telephone services in Southern California.

· The funding by Adelphia of ABSO’s capital expansion throughout California.

Applicant states that after the transaction, ABSO will continue to hold its current authority for telecommunications services, book assets and debt for its operations in Northern California, and own facilities and operate in Northern California.  ACCT, in turn, upon grant of its operating authority and approval of this transfer application, will operate as a reseller and facilities-based carrier in Southern California.  According to applicant, the transaction described above is only directed at restructuring the assets associated with ABSO’s operations in Southern California and ABSO’s existing debt throughout the state.

To accomplish the transaction, ABSO entered into an asset purchase agreement with ACCO dated December 29, 2000, that will be effective upon approval by this Commission.  ABSO also transferred its debt to ACCO cost centers effective December 31, 2000, consistent with an exemption from Pub. Util. Code § 851 for competitive local exchange carriers.  (See Decision (D.) 85-001-008; see also D.99-12-048.)  ACCO also entered into an assignment with ACCT, its wholly owned subsidiary, to allow for the transfer of ABSO’s debt from ACCO to ACCT and, upon Commission approval, transfer of ABSO’s Southern California assets.

3. Discussion

Adelphia and its subsidiaries are constructing a 33,000-mile-long fiber optic network, with an estimated 18,000 local route miles of fiber, to support a full line of local and long distance voice services, messaging, high-speed data and Internet services.  After a merger with Century Communications, Inc., in April 2000, Adelphia became the fifth largest U.S. cable company, serving 4.7 million customers, including 1.2 million in California.

Applicant states that ABSO has invested significantly in its national and California markets.  However, applicant states that capital markets for competitive local carriers like ABSO worsened significantly in the past year.  Applicant states that this change in capital markets necessitated ABSO’s restructuring of its operations in order to better position it to attract capital to continue its expansion plans in California and nationwide.  ABSO states:

“The Commission is no doubt aware of…the recent and dramatic changes in the telecommunications markets in the United States and California.  New telecommunications carriers such as ABSO face increasing competition in the capital market, and ABSO believes in its business judgment that de-leveraging certain of its assets and liabilities by transferring them to a commonly owned affiliate will make the Company a more attractive vehicle in the capital markets.  The ability to maintain ABSO’s good risk and financial standing will, in turn, permit the Company to sustain its revised network expansion and capital spending plans in California and nationwide.”  (Application, at 8.)

The application states that there will be no transfer of control of ABSO to ACCO or ACCT.  Further, ABSO will continue to provide services to the public under the same name, pursuant to the same tariff, within California.  Delivery of telephone services in Southern California will continue to be managed by ABSO through the new ACCT subsidiary.

Exhibits attached to the application describe the transaction in more detail and show that ABSO, ACCO and ACCT will have the financial and technical qualifications necessary to continue their operations in California.

Pub. Util. Code § 851 requires Commission authorization before a public utility shall sell, lease, assign or otherwise dispose of or encumber assets necessary or useful in the performance of its duties to the public.  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. (1916) 10 CRC 56.)

The proposed transfer of assets here is part of a financial restructuring that applicant believes will lead to improved services for California consumers.  No changes in existing services are proposed.  There have been no protests to this application, and the contemplated transfer appears to be noncontroversial

In Resolution ALJ 176-3063, dated May 14, 2001, the Commission preliminarily categorized this proceeding as ratesetting, and preliminarily determined that hearings were not necessary.  Based on the record, we conclude that a public hearing is not necessary, nor is it necessary to alter the preliminary determinations in Resolution ALJ 176-3063.  

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.  Accordingly, pursuant to Pub. Util. Code § 311(g)(2), the otherwise applicable 30-day period for public review and comment is being waived.

Findings of Fact

1. Notice of this application appeared in the Commission’s Daily Calendar of May 4, 2001.

2. Applicant seeks approval pursuant to Pub. Util. Code § 851 of a transaction that will transfer certain assets of ABSO to an affiliate, ACCO, and ultimately to ACCT, an ACCO subsidiary.

3. ABSO is authorized to provide resale and facilities-based telecommunications services in California.

4. After the transaction, ABSO will continue to provide telecommunications services in Northern California.

5. After the transaction and after it obtains operating authority from this Commission, ACCT will provide telecommunications services in Southern California under ABSO’s management.

6. The transaction is intended to improve the financial standing of ABSO in order for it to continue to attract capital for expansion of its service.

Conclusions of Law

1. The proposed transfer of assets 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.

ORDER

IT IS ORDERED that:

1. Adelphia Business Solutions Operations, Inc. (ABSO) is authorized pursuant to Section 851 of the Public Utilities Code to enter into the transaction, as more fully described in the application and its exhibits, by which certain assets of ABSO will be transferred to an affiliate, ACC Operations, Inc. (ACCO) and ultimately to ACCO’s subsidiary, ACC Telecommunications, L.L.C. (ACCT).

2. Applicant 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.  A true copy of the instruments of transfer shall be attached to the notification.

3. ABSO shall make all books and records available for review and inspection upon Commission staff request.

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

5. Application 01-05-004 is closed.

This order is effective today.

Dated 




, at San Francisco, California.
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