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ontrol

	

)
of C

om
m

on C
arrier H
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)
P

ursuant
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om
m

unications

	

)
A

ct of 1934, as A
m

ended, to O
perate as an

	

)
International Sw

itched R
esale C

arrier

	

)

________________________________________________________________________________________)

A
P

P
L

IC
A

T
IO

N

Pursuant to Section 214 of the C
om

m
unications A

ct of 1934, as am
ended, and

Section 63.18 of the C
om

m
ission's R

ules, T
elm

ex/Sprint C
om

m
unications, L

.L
.C

. ("T
SC

")

hereby requests the C
om

m
ission's consent to transfer control of T

SC
 to T

elm
ex International

V
entures U

SA
, Inc. ("T

eim
ex U

SA
"), a w

holly ow
ned indirect subsidiary of T

eléfonos de

M
exico, S

.A
. de C

.V
. ("T

elm
ex"). T

S
C

, a
50-50

joint venture betw
een T

elm
ex U

SA
 and an

indirect subsidiary of Sprint C
orporation ("Sprint"), currently holds an international Section 214

sw
itched resale authorization granted on O

ctober 30, 1997,1 w
hich becam

e effective on

1
T

elm
exlSprint C

om
m

unications, L
.L

.C
.. A

pplication for A
uthority U

nder Section 214 of the

C
om

m
unications A

ct for G
lobal A

uthority to O
perate as an International Sw

itched R
esale

C
arrier B

etw
een the U

nited States and International Points. Including M
exico, O

rder,

A
uthorization and C

ertificate, 12 FC
C

 R
cd 17551 (1997), applications for review

 pendina.
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C
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A
ugust 7, 1998.2 O

n M
ay 4, 1999, T

elm
ex and S

print announced their m
utual decision to

term
inate their joint venture relationship and T

elm
ex's intention to acquire S

print's interest in the

venture.

F
or the reasons set forth below

, prom
pt grant of this A

pplication w
ill greatly serve

the public interest, convenience and necessity by ensuring a sm
ooth transition for T

S
C

's existing

custom
ers and enabling T

elm
ex U

S
A

 to continue to offer unique and com
petitive

telecom
m

unications services to the underserved H
ispanic com

m
unity.

M
oreover, this

A
pplication is eligible for, and should be processed under, the C

om
m

ission's new
 14-day

stream
lined processing procedures, because T

elm
ex U

S
A

's affiliate, T
elm

ex, is from
 a W

T
O

M
em

ber country (M
exico) and T

elm
ex U

S
A

 hereby certifies that it w
ill com

ply w
ith the

C
om

m
ission's dom

inant carrier regulations for the affiliated route.3 In addition, T
eim

ex U
S

A

expects that all of the other conditions to T
S

C
's S

ection 214 authorization w
ill continue to apply

under the transferred authorization, and T
elm

ex U
S

A
 and its parent, T

elm
ex, w

ill com
ply fully

w
ith each of those conditions.

T
elm

ex/Sprint C
om

m
unications, L

.L
.C

., A
pplication for A

uthority U
nder Section 214 of the

C
om

m
unications A

ct for G
lobal A

uthority to O
perate as an International Sw

itched R
esale

C
arrier B

etw
een the U

nited States and International Points, Including M
exico, O

rder, File N
o.

IT
C

-97-127, D
A

 N
o. 98-1585 (released A

ug. 7, 1998), application for review
 pending,

denied, O
rder, D

A
N

o. 98-1678 (rleased A
ug. 21, 1998), stay denied, A

T
&

T
 C

orp. v. F
C

C
,

C
ivil A

ction N
o. 98-1404 (D

.C
. C

ir. Sept. 28, 1998).

47 C
.F.R

. § 63.12(c)(v); see also 1998 B
iennial R

egulatory R
eview

 -- R
eview

 of International

C
om

m
on C

arrier R
egulations, lB

 D
ocket N

o. 98-118, FC
C

99-51,
at ¶ 22 (released M

arch
23,

1999).
T

his A
pplication also is presum

ptively eligible for stream
lining, and T

elm
ex is

presum
ptively nondom

inant on the U
.S

-M
exico route, because T

elm
ex U

S
A

's foreign affiliate,

T
elm

ex, is from
 a W

T
O

 M
em

ber country (M
exico) and T

elm
ex U

SA
 seeks to serve that country

solely by reselling the sw
itched services of unaffihiated U

.S. international carriers. 47 C
.F.R

.

§
63.l2(c)(ii), 63.l0(a)(4). In order to facilitate the prom

pt processing of this A
pplication and

to m
inim

ize any unnecessary adm
inistrative burdens on the C

om
m

ission, how
ever, T

SC
 and

T
elm

ex U
SA

 are filing this A
pplication under Section 63.12(c)(v) of the C

om
m

ission's R
ules.
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C
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I.

	

IN
T

R
O

D
U

C
T

IO
N

A
N

D
D

E
SC

R
IP

T
IO

N
 O

F
 T

H
E

 P
R

O
P

O
SE

D
 T

R
A

N
SA

C
T

IO
N

Follow
ing a contentious tw

o-year regulatory battle, the C
om

m
ission granted

T
SC

's application for global Section 214 authority to operate as an international sw
itched resale

carrier betw
een the U

nited States and international points, including M
exico. In A

ugust 1998,

T
SC

 com
m

enced operations in T
ucson, A

rizona, and subsequently expanded to tw
elve cities in

A
rizona, T

exas and C
alifornia. In addition to traditional "D

ial-i" long distance service, T
SC

offers its custom
ers international 800 num

bers to facilitate calls to them
 by their relatives in

M
exico. T

SC
 also has introduced a unique service know

n as "M
exico en L

Inea," w
hich enables

individuals residing in the U
nited States to pay for the installation of a basic telephone line for

their relatives in M
exico, as w

ell as for m
onthly service fees. T

SC
 has been pleased w

ith its

success in bringing such innovative services to the H
ispanic com

m
unity.

Since T
SC

 com
m

enced operations, how
ever, it and its parents have learned a

great deal about the U
.S. H

ispanic m
arket, leading them

 to reevaluate their respective business

plans. Specifically, both T
SC

 and its parents believe that the overall m
arket w

ill be better served

if Sprint focuses its efforts on ensuring the provision of com
petitive traditional long distance

services to the H
ispanic m

arket, w
hile T

elm
ex focuses on nontraditional com

m
unications

services such as M
exico en L

Inea and other products and services specifically designed for that

m
arket. Sprint and T

elm
ex therefore have m

utually decided to term
inate their joint venture

relationship and are proceeding am
icably to restructure their operations to ensure that both

com
panies can better serve the U

.S. H
ispanic population.

T
elm

ex U
SA

 accordingly proposes to acquire Sprint's
50%

interest in T
SC

.

U
nder the term

s of the agreem
ent betw

een T
elm

ex U
SA

 and Sprint, T
SC

 w
ill be liquidated, and

D
C

D
O

C
S

'209494, I
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its assets, including its S
ection 214 authorization, w

ill be distributed to T
elm

ex U
S

A
.4 T

elm
ex

U
S

A
 in turn w

ill becom
e the operating entity.

II.

	

S
E

C
T

IO
N

 63.18 IN
F

O
R

M
A

T
IO

N

P
ursuant to S

ection 63.18 of the C
om

m
ission's R

ules, T
S

C
 subm

its the follow
ing

inform
ation:

(a)
T

he nam
e, address, and telephone num

ber of each applicant are:

T
ransferor:

T
elm

ex/S
print C

om
m

unications, L
.L

.C
.

9444 F
arnham

S
uite 300

S
an D

iego, C
alifornia 92123

(619) 268-3681

T
ransferee:

T
elm

ex International V
entures U

S
A

, Inc.

9444 F
am

liam

S
uite 300

S
an D

iego, C
alifornia 92123

(619) 268-3681

(b)
T

S
C

 is a lim
ited liability com

pany organized under the law
s of D

elaw
are.

T
elm

ex U
S

A
 is a corporation organized under the law

s of D
elaw

are.

4
U

nder the term
s of their agreem

ent, Sprint (T
SC

's underlying facilities-based carrier) w
ill

succeed to T
S

C
's base of subscribers to its "D

ial I" and international 800 services. O
n

M
ay 21, 1999, Sprint filed a P

etition for W
aiver of the C

om
m

ission's authorization and

verification rules, 47 C
.F

.R
. § 64.1100-64.1190, to the extent necessary to enable S

print to

transfer those subscribers to its custom
er base w

ithout first obtaining each subscriber's

authorization and verification.

4

D
C

_D
O

C
S

\209494. 1



(c)
C

orrespondence concerning this A
pplication should be addressed to:

L
uis L

opez R
ojo

C
hief E

xecutive O
fficer

T
eim

ex/Sprint C
om

m
unications, L

.L
.C

. and

C
hief O

perating O
fficer and Secretary

T
elm

ex International V
entures U

SA
, Inc.

9444 Farnham
Suite 300
San D

iego, C
alifornia 92123

(619) 268-3681

w
ith a copy addressed to:

G
ary M

. E
pstein

T
eresaD

. B
aer

L
atharn &

 W
atkins

1001 Pennsylvania A
venue, N

.W
.

W
ashington, D

.C
. 20004

(202) 637-2200

and w
ith an additional copy addressed to:

L
eon M

. K
estenbaum

K
ent Y

. N
akam

ura
Sprint C

orporation

1850 M
 Street, N

.W
.

11th Floor
W

ashington, D
.C

. 20036

(202) 857-1030

(d)
T

SC
 holds a global authorization under Section 214 of the A

ct to operate as an

international sw
itched resale carrier betw

een the U
nited States and international points, including

M
exico (File N

o, IT
C

-97-127). T
elm

ex U
SA

 has not previously applied for or received

authority under Section 214 of the A
ct.

(e)-(g)
N

o response required.

5

D
C
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(h)

	

T
he nam

e, address, citizenship, and principal businesses of any person or entity

that directly or indirectly ow
ns at least ten percent of the equity of T

elm
ex U

S
A

, and the

percentage of equity ow
ned by each of those entities (to the nearest one percent), are:

N
am

e:

	

T
eléfonos de M

exico, S
.A

. de C
.V

.

A
ddress:

	

P
arque V

ia 198

C
olonia C

uauhtem
oc

06599
M

exico, D
.F

.

M
exico

C
itizenship:

	

M
exico

P
rincipal B

usiness:
T

elecom
m

unications and related services

P
ercent O

w
nership:

100%

N
am

e:

	

C
arso G

lobal T
elecom

, S
.A

. de C
.V

.

A
ddress:

	

A
v. Insurgentes S

ur 3500

C
olonia P

efla F
obre

T
ialpan, M

exico, D
.F

.

14060
M

exico

C
itizenship:

	

M
exico

P
rincipal B

usiness:
H

olding com
pany for telecom

m
unications-related investm

ents

P
ercent O

w
nership:

22%
 of T

elm
ex

T
elm

ex, C
arso G

lobal T
elecom

 and T
elm

ex U
S

A
 have or w

ill have the follow
ing interlocking

directorates:

T
he follow

ing are directors of both C
arso G

lobal T
elecom

 and T
elm

ex: Ing. C
arlos S

lim

H
elu, Ing. Jaim

e C
hico P

ardo, Ing. C
ldudio X

. G
onzalez L

aporte, C
.P

. Juan A
ntonio

P
erez S

im
on and L

ic. C
arlos S

lim
 D

om
it.

5
T

elm
ex w

holly ow
ns T

elm
ex U

SA
 through a series of holding com

panies. T
elm

ex holds 99.9%

of Sercotel, S.A
. de C

.V
., a M

exican holding com
pany. C

ercotel holds 99.9%
 of Inm

obiliaria

A
ztlán, S

.A
. de C

V
., a M

exican holding com
pany, Inm

obiharia A
ztlán holds 100%

 of T
elm

ex

International, Inc., a D
elaw

are holding com
pany. T

elm
ex International, Inc. in turn holds 100%

of T
elm

ex U
SA

.

France T
elecom

, the French telecom
m

unications com
pany, holds approxim

ately 5%
 of T

elm
ex's

capital stock. T
elm

ex's shares also are publicly traded and therefore m
ay be held by other

non-U
.S. interests. In addition, SB

C
 C

om
m

unications, Inc., the U
.S. R

egional B
ell O

perating

C
om

pany, holds less than 10%
 of T

elm
ex's capital stock.

6
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T
he follow

ing are directors of C
arso G

lobal T
elecom

 and alternate directors of T
elm

ex:

L
ic. Jose K

uri H
arfush, C

.P. H
um

berto G
utierrez O

lvera-Z
ubizarreta, L

ic. M
arco A

ntonio

Slim
 D

om
it and L

ic. Patricio Slim
 D

om
it.

In addition to being a director of C
arso G

lobal T
elecom

 and T
elm

ex, Ing. Jaim
e C

hico

Pardo is a director of T
elm

ex U
SA

.

(i)
T

elm
ex U

SA
 certifies that it is "affiliated w

ith" a "foreign carrier" under Section

63.09(d) and (e) of the C
om

m
ission's R

ules. Specifically, T
elm

ex U
SA

 has an affiliation w
ith a

foreign carrier in M
exico by virtue of the fact that it is w

holly ow
ned by an indirect subsidiary of

T
elm

ex, a M
exican telephone com

pany.

(j)
T

elm
ex U

SA
 certifies that it seeks to provide international telecom

m
unications

services to a destination country w
here the follow

ing are true:

(1)
W

here it is a foreign carrier in that country, construing "foreign carrier" as

including a carrier "affiliated w
ith" a "foreign carrier" under Section 63.09(d) and (e) of the

C
om

m
ission's R

ules. A
s noted above, T

elm
ex U

SA
 seeks to provide international

telecom
m

unications services to M
exico, w

here it is affiliated w
ith, and w

holly ow
ned by,

T
elm

ex.

(3)
W

here an entity that ow
ns m

ore than 25 percent of T
elm

ex U
SA

, or that

controls T
elm

ex U
SA

, controls a foreign carrier in that country. T
elm

ex U
SA

 seeks to provide

international telecom
m

unications services to M
exico, w

here C
arso G

lobal T
elecom

 controls

T
elm

ex.(k)

	

M
exico is a M

em
ber of the W

orld T
rade O

rganization.

(1)

	

T
elm

ex U
SA

 w
ill file the quarterly traffic reports required by § 43.61(c) of the

C
om

m
ission's R

ules.

D
C

D
O

C
S
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(m
)

N
ot applicable because T

elm
ex U

SA
 is not seeking at this tim

e to be regulated as

non-dom
inant for the provision of international com

m
unications services to M

exico.

(n)
T

elm
ex U

SA
 certifies that it has not agreed to accept special concessions directly

or indirectly from
 any foreign carrier w

ith respect to any U
.S. international route w

here the

foreign carrier possesses m
arket pow

er on the foreign end of the route and w
ill not enter into

such agreem
ents in the fuflire.

(o)
T

elm
ex U

SA
 certifies, pursuant to Sections 1.2001 through 1.2003 of the

C
om

m
ission's R

ules, that no party to the application is subject to a denial of Federal benefits

pursuant to Section 5301 of the A
nti-D

rug A
buse A

ct of 1988, 21 U
.S.C

. §
853a.

(p)
T

his A
pplication qualifies for stream

lined processing pursuant to § 63. 12(c)(v)

because the affiliated destination m
arket (M

exico) is a W
T

O
 M

em
ber country and T

elm
ex U

SA

agrees to be classified as a dom
inant carrier to the affiliated destination country under § 63.10,

w
ithout prejudice to its right to petition for reclassification at a later date.6

III.
G

R
A

N
T

 O
F

 T
IllS A

P
P

L
IC

A
T

IO
N

 W
IL

L
 SE

R
V

E
 T

H
E

P
U

B
L

IC
 IN

T
E

R
E

ST
. C

O
N

V
E

N
IE

N
C

E
 A

N
D

 N
E

C
E

SSIT
Y

Prom
pt grant of this A

pplication w
ill greatly serve the public interest,

convenience and necessity. H
ispanic A

m
ericans currently are underserved by existing.

telecom
m

unications providers. T
erm

inating the joint venture relationship and enabling Sprint to

focus m
ore directly on bringing com

petitive traditional long distance services to the H
ispanic

m
arket, w

hile T
elm

ex U
SA

 concentrates on providing nontraditional services to that m
arket, w

ill

enhance service to the entire m
arket in w

ays that a single com
pany cannot do on its ow

n. Indeed,

6
See also note 3 sunra.
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T
SC

's experience to date w
ith its M

exico en L
Inea product suggests that such unique,

nontraditional products and services that are tailored to the needs of H
ispanic A

m
ericans w

ith

strong cultural ties to L
atin A

m
erica in general and M

exico in particular w
ill be critical to

ensuring that this underserved population has access to basic telecom
m

unications services.

T
elm

ex U
SA

 w
ill continue and expand T

SC
's focus on these innovative products and services,

providing H
ispanic A

m
ericans w

ith easy access to those services at a low
er cost than they and

their fam
ilies traditionally have paid.

Processing this A
pplication under the new

 stream
lined procedures w

ill ensure that

T
elm

ex U
SA

 can continue to provide these and sim
ilar services to the m

ost underserved

segm
ents of the H

ispanic population in a seam
less and uninterrupted m

anner. T
SC

 operates an

ongoing business w
ith existing custom

ers and em
ployees in tw

elve cities in A
rizona, T

exas and

C
alifornia. T

hose custom
ers and em

ployees need certainty and a sm
ooth transition to the

restructured enterprise.

M
ore significantly, this A

pplication raises no new
 issues. T

elm
ex U

SA
 seeks

only to continue to operate under T
SC

's Section 214 authorization as currently conditioned, and

T
elm

ex U
SA

 and its parent, T
elm

ex, w
ill com

ply fully w
ith those conditions.

M
oreover, all of

the issues that T
SC

's com
petitors previously raised about a T

elm
ex.-affihiated entity operating in

the U
nited States and the state of long distance com

petition in M
exico have been briefed

repeatedly. E
ven assum

ing those issues w
ere validly raised in prior proceedings -- and, in light

of U
.S. W

T
O

 com
m

itm
ents, they w

ere not -- those issues have since been resolved am
ong the

parties or by the M
exican G

overnm
ent. A

s the C
om

m
ission is aw

are, U
.S. carriers and T

elm
ex

recently resolved the m
ost contentious of those issues -- the level of U

.S-M
exico settlem

ent rates

D
C

_D
O

C
S

\209494. I
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--
w

ith T
elm

ex agreeing to reach the $0.19 benchm
ark rate on July 1, 1999, fully six m

onths

ahead of the C
om

m
ission's deadline.7

P
articularly in light of the interests of T

S
C

's existing custom
ers and em

ployees

and the great need in the H
ispanic com

m
unity for the services that T

elm
ex U

S
A

 plans to

continue to provide, T
S

C
 and T

elm
ex U

S
A

 urge the C
om

m
ission to grant this A

pplication

prom
ptly.

7
T

o the extent the C
om

m
ission believes any further issues rem

ain w
ith respect to the entry of a

T
elm

ex-affihiated entity into the U
.S. long distance m

arket, T
elm

ex U
SA

 w
ould not object to

m
oving pending proceedings, such as the fully briefed Show

 C
ause O

rder, to the new
 docket.

See T
elm

exlSprint C
om

m
unications. L

.L
.C

.. A
pplication for A

uthority under Section 214 of the

C
om

m
unications A

ct for G
lobal A

uthority to O
perate as an International Sw

itched R
esale

C
arrier B

etw
een the U

nited States and International P
oints. Including M

exico, O
rder to Show

C
ause, File N

o. IT
C

-97-127, D
A

 98-2400 (released N
ov. 24, 1998).
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0
3
/
S
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2
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5
9
/
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4
2
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1
4
7
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1
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C
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N
C

L
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For the foregoing reasons, the C
ornniission should grant its consent to the transfer

of control of T
S

C
 to T

elm
ex U

S
A

 under the C
om

m
ission's new

 stream
lined processing

procedures.

R
espoetfully subm

itted,

T
E

L
IV

thX
ISP

R
rN

T
 C

O
M

M
U

1'C
A

T
IO

N
S,

L
.L

C
.

L
uis L

opez R
oj

B
y:

C
hief E

xecte ,O
fficer

T
E

L
M

E
X

 T
E

R
A

T
1
O

N
L

 V
E

N
T

U
R

E
S

U
S
A
,
 
I
N
C
.

M
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ontrol to T
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pplication of
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. ("T
SC

") for consent, under Section 214 of the

C
om
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ended, and Section 63.18 of the C

om
m

ission's R
ules, to

transfer control of T
SC
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ex International V
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Form
 159 and a check for $780 in paym

ent of the filing fee for this A
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e if you have any questions.
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