                        


  
                         STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 27th day of May, 2003.

In the Matter of the Application 

)


for Proposed Merger of


)
Frontier Communications of 

)
Case No. XM‑2003‑0393  

America, Inc., and Citizens 

)
Tariff No. JX‑2003‑1864
Telecommunications Company

)

ORDER APPROVING MERGER



Syllabus:
This order approves the application filed on April 4, 2003, with the Missouri Public Service Commission by Citizens Communications Company (Citizens), Citizens Telecommunications Company (CTC), and Frontier Communications of America, Inc. (Old Frontier), (collectively, joint applicants), under Commission Rule 4 CSR 240‑2.060
 and Section 392.300,
 requesting the Commission approve a transaction whereby Old Frontier would transfer its assets and be merged into CTC, which would then be renamed Frontier Communications of America (New Frontier).

The Application


According to the application, two of Citizens’ subsidiaries, CTC and Old Frontier, provide long distance service across the country.  As part of the transaction, Old Frontier

will relinquish its Missouri Certificate of Service Authority and CTC will change its name to “Frontier Communications of America.”  The application also noted that Citizens Telecommunications Company currently does business as “Citizens Communications Company” and has filed applications with the Missouri Secretary of State office to use the doing business name of “Frontier Communications of America.”  The documentation will be filed on receipt from the Secretary of State, under Commission Rule 4 CSR 240‑2.060(2), the rule governing required items later obtained by an applicant.  Customers have been notified and a copy of the notification was attached as Exhibit A to the joint application.


A proposed new tariff was filed on April 29, 2003, with an effective date of May 29, 

2003, under tariff number JX‑2003‑1864.

The Parties


Citizens, a Delaware corporation, has its principal place of business in Stamford, Connecticut.  The Commission certified CTC as a long distance provider, and a Certificate of Service Authority was issued on April 2, 1996, in case number TA‑96‑267, where its Certificate to Transact Business in the State of Missouri was also filed.  CTC provides intrastate and interstate long distance service to customers who select CTC as their long distance service provider.  Some of CTC’s customers use calling card services while traveling in Missouri.


In June 2001, Citizens purchased 100% of the stock of the Old Frontier local exchange carrier subsidiaries from Global Crossings, Ltd.   As part of that transaction, Citizens also purchased Old Frontier, the entity that offered long distance services to the customers of the Old Frontier incumbent local exchange carrier subsidiaries. 


Old Frontier, a Delaware corporation, has its principal place of business in Rochester, New York.  The Commission certified Old Frontier as a competitive interexchange company, and a Certificate of Service Authority was issued on July 18, 2001, in case number TA‑2002‑692, where its Certificate to Transact Business in the State of Missouri was also filed. Old Frontier primarily provides intrastate and interexchange service in Missouri to its customers who reside outside of the state, and use Old Frontier’s calling card services while traveling in Missouri.

The Transaction


During the past fifteen months, according to the joint applicants, the long distance product offerings, pricing, and promotional activities of Old Frontier and CTC have become integrated and many of the functions performed by employees have been combined.  Consequently, say the joint applicants, the Boards of Directors of Citizens, Old Frontier, and CTC determined to eliminate duplicate legal entities that provide similar long distance services.  The proposed transaction, the joint applicants maintain, is straightforward.   CTC will acquire all of the outstanding shares of capital stock and the assets of Old Frontier.  As of the effective date of the merger, all of the issued and outstanding shares of Old Frontier will cease to exist and be canceled.  CTC will then be the surviving entity.  Simultaneously, Old Frontier will relinquish its long distance certificate and CTC will change its name to “Frontier Communications of America.”  


Under Commission Rule 4 CSR 240‑2.060(3),
 “Competitive telecommunications companies are exempt from subsections. . .  (8)(A)‑(E) [addressing requirements for

applications for authority to merge], . . . however, they must file a pleading indicating which company will be holding the certificate of service authority and providing service to Missouri customers, and the tariff under which service will be provided.”  Under this provision, the joint applicants notified the Commission that Citizens Telecommunications Company  (doing business as “Frontier Communications of America”) will continue to hold the certificate of service authority and provide service to Missouri customers under CTC’s approved tariff.

Staff Recommendation


On May 19, 2003, the Staff of the Commission filed its recommendation and memorandum.  Staff pointed out that Section 392.300 and Commission Rule 4 CSR 240‑2.060(7)
 govern the sale of assets.  The Commission may approve an asset transfer if it is “not detrimental to the public interest.”
 


Staff pointed out that, according to Commission rules, competitively‑classified companies are required to provide minimal information in applications to merge, to consolidate, or to sell or transfer assets.  Staff cited Commission Rule 4 CSR 240‑2.060(3), which states that competitive telecommunications companies are exempt from the requirement to provide the reasons the proposed transaction is not detrimental to the public interest.  Nevertheless, Staff stated, based on the limited information provided to Staff, Staff does not believe this particular transaction will be detrimental to the public interest.  This transaction, said Staff, involves only competitively‑classified companies and is not detrimental to the public interest, since a customer has or will receive advance notice and

can freely switch to another provider.  Staff also noted that this transaction does not involve a company in bankruptcy.


In summary, Staff recommended that the Commission (1) approve the merger between Citizens and Old Frontier, (2) waive the application of 4 CSR 240‑33.150, (3) recognize the new corporate name Frontier Communications of America, Inc. for the surviving corporation, (4) approve the new tariff, (5) direct the surviving corporation to file, within ten days after completing the merger, a certificate of authority from the Secretary of State in the new corporate name, (6) cancel the certificate and Mo. Tariff No. 1 of Old Frontier, and (7) cancel M.P.S.C. Tariff No. 1 of Citizens Telecommunications Company d/b/a Citizens Telecom. 

Decision


The Commission has reviewed the application and Staff’s recommendation and memorandum.  The Commission finds that the proposed transaction is not detrimental to the public interest and should be approved.  The Commission finds that waiver of Commission Rule 4 CSR 240‑33.150 is consistent with the purposes of Chapter 392, RSMo, and that it is reasonable and should be granted, since the affected customers have already been notified.  Thus, the Commission will accept and follow Staff’s recommendation.

IT IS THEREFORE ORDERED:
1. That the proposed merger between Frontier Communications of America, Inc., and Citizens Telecommunications, Inc., is approved.

2. That the application of Commission Rule 4 CSR 240‑33.150 is waived.

3. That the new corporate name, Frontier Communications of America, Inc., is recognized.

4. That Frontier Communications of America, Inc., must file, within ten days after completing the merger, a certificate of authority from the Secretary of State in the new corporate name.

5. That the certificate of service authority to provide interexchange telecommunications services issued to Frontier Communications of America, Inc., in case number TA‑2001‑692, with the effective date of July 30, 2001, is canceled.

6. That the tariff of Frontier Communications of America, Inc., is canceled.  That tariff is:

Missouri Tariff No. 1

Original Title Page through Original Page 38
7. That the tariff of Citizens Telecommunications Company, d/b/a Citizens Telecom, is canceled.  That tariff is:

M.P.S.C. Tariff No. 1

Original Sheet No. 1 through Original Sheet No. 25
8. That the tariff filed by Frontier Communications of America, Inc., filed on April 29, 2003, is approved to become effective on May 29, 2003.  That tariff is:

PSC MO No. 2

Original Title Page No. 1 through Original Page 51

9.
That this order will become effective on May 29, 2003.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

( S E A L )

Simmons, Ch., Murray, Gaw and Forbis, CC., concur

Hopkins, Senior Regulatory Law Judge

� On April 30, 2003, parts of this rule were transferred to Commission Rule 4 CSR 240�3.


� All citations to statutory authority are to the year 2000 Revised Statutes of Missouri, as currently supplemented, unless otherwise indicated.


�  Now Commission Rule 4 CSR 240�3.520.


� See prior footnote.


� See Re: MFS Communications Company, Inc., 5 Mo. P.S.C. 3d 312, 315 (1996).
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