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Re: Notification of EXCEL Communications, Inc. and Telco Communscallons 
Group. inc. Aarmncnt and Plan ofMerver rwd Related Inuugtipna 

OCilr Ms. Bayo: 

On behalf of EXCEL Commw.ications. Inc. ("EY ::EL'') and Telco CommunicAtions Group, 

Inc. ("Telco'') (together the "Parties"), this letter is to advise the Commission of a proposed 
transaction whereby EXCEL and Telco will merge with two seplllllte subsidiaries of a new holding 
company and EXCEL and Telco will survive as wholly owned subsidiaries of the new holding 
compMy (the "Combination'1. 

Upon review of the Florida atatutcs and Commission rules, it is the understMding of the 

Parties that prior Conuniuion approval is not required for the Combination and related lrai\Uetions 
described herein. ln the event the Commiuion determineatlat approval of the Combination and 

related transactions is required, however, this letter should serve as a request for such expedited 
approval. 

EXCEL Communications, lnc. is a Delaware holding compMy publicly traded on the New 
Yo:rk Stock Exchange ("NYSE'") under the: stock symbol ECI. EXCEL is the parent company of 
EXCEL Telephone. Inc., which is the parent company of EXCEL Tclecommunicallona, lnc . the 

tinh laraell lona distance company in the Unued States in terma of pn:subiCllbcd linea l!XCEL, 
through its operating subsidiaries, ofTers tts subscribers a vanety of communications products and 
services under the EXCEL branded name, which include residential service, commercial service, 

paging service and calling cards. Excel Telecommunications, Inc. is authorized by this Commission 
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to provide resold inlet'cxc:hange servicctV and alternative local exchange authorit~ throughout the 
stale of Florida. 

In addition to the services provided to Florida subscriber~, BXCEL 'a operating subsidiaries 
are authorized by the various atate public utility commissions to provide resold interexchange 
telecommunications services nationwide, either punruanl to certification, registration or tariff 
requirements, or on an unregulat.cd baaia. Additionally, EXCEL's operating subsidiaries currently 
are authorized to provide competitive local exchange services in approximately 30 states and have 
appliea.tiona pending for competitive loea.l exchange authority in the remaining 20 states. 

Telco Communications Group, Inc. is a Virginia corporation puJ:.Iicly traded on the 
NASDAQ stock madtct UDder the stock aymbol TCGX. Telco is one of the na·ion'a I 0 largest long 
distance companies. Pumwlt to certification granted by thia Commiuio.1 to Long Dillance 
Wholesale Cl~ IDd to Dial and Save of Florida, Inc.,*' Telco subsidiaries arc authorized to provide 
telecommunication services throughout the 1tatc of Florida, including local exchange, interexchange, 
and resold intercxchange services. 

Tolco, through its subsidiaries, is a rapidly growing. switch-based provider or long distance 
telccommunieariona products and services, targeting residential, commercial and carrier cUS1omers 
and is authorized by the various state public utility commissions to provide tclccomrnunicationa 
services nationwide, either pumanl to certification, registration or tariff requirements, or on an 
unregulated basis. Additionally, Tclc:o'a opcra::ng subsidiaries c· -rcntly are authorized to provide 
compctltivc local exchange services in approxlma.tely 21 states and arc seeking to obtain authority 
to provide competitive local exchange services in the remaining atates. 

J! MtCenlfiCII.tc No. 2440, Order No. 22611, in Docket No. 8913~TI (granted Marcllll, 1990). 

ll Mt CenlfiCilC No. 4695, Order No. PSC-96-1020-FOF-TX, in Docket No. 960605-TX (granted 
August 7, 1996). 

ll &e Order No. 94-1439, In Docket No. 940867-TI (granted November 23, 1994). 

11 For Di.al & Save lntcrexchanae Authority. Mt Order No. PSC-95-0999-FOF-n in Docket No. 
950463-TI: Four Di.al & Save Florida subaidiarlcs, (I) Di.al 8t Save or Flondl, Alpba. Inc. dlbla Di.al 8t 
Save, lnc:. (CenlfiCitc No. 4057), (2) Di.al 8t Save or Aorida. Beta, Inc. dlbla Dial 8t Save, Inc:. 
(CertifiCate No. 4()j8), (3) Dial & Savo or Aorida, Delta, lnc. d/b/1 Dial 8t Save, Inc. (Ceniratc No. 
4059), llnd (4) Dial & Save or Florida, dlbla Dial &: Save, Inc. (Cenlflcatc No. 4060). were gnnted 
authority on September 7, 1995. 

For Dial&: Save loCill E•cbanJo Aulbority, Sa CcnlfiCiltc Nos. 4692. 4695, 4698. 4699; Ortler 
No. 961020, in Doclccl No. 960647·TX (granlccl AUJUII 7, 1996). 
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Das:dgtfog o(thc Comblgallon agd Related Tranmtlogs 

The Boards of Directors ofboth EXCEL and Telco have detennined that it would be in the 

best interest ofEXCEL and Telco, respectively .and of their respective shareholders, to merge the 
two entities into subsidiaries of a new holding a>mpany. Accordingly, EXCEL and Telco have 
entered into an Agreement and Plan of Merger dated as of June S, I 997 (the "Agreement"). The 
Agreement was unanimously approved by the Board of Directors of each company. 

Upon consWlllllAtion of the Combination and related transactions described herein, the 

Applicants oxpccl that for the foreaccable future EXCEL and Telco will continue operating their 

operating subsidiaries under their current names and no certificate l.older name will change. 

Moreover, the operating subsidiaries (includlng the openuing subsidiaries of both EXCEL and Telco 

which operalc within Florida) will continue to provide high quality, a !Tordable telecommunications 
services to the public. M such, this Combination will not in any way disrupt service nor cause 

inconvenience or confusion to the customen of any EXCEL or Telco company. Indeed, the 
Combinatio.n will be vii1WI1Jy seamleu to the customers in temu of the JerVices they receive. 

M part of the proposed trnnsaction, a new holding company, New RES, Inc .. has been 

created as a subsidiary of EXCEL.~ New RES, Inc. has two merger subsidiaries, B-Sub, Inc. and 
T.Sub, Inc. EXCBL and Telco will merge withE-Sub, Inc. and T-Sub, lnc. respectively, lenvlng 

EXCEL and Telco as surviving subsidiariea of New RES,lnc." 

Under the terms of the Agreement, all shareholden of EXCEL will receive one share of 

common stock of New RES, Inc. for each share of EXCEL common stoclc.l' All shareholders of 
Telco will receive 0.1595 shares of common stock of New RES, Inc. and St 5.00 in cash for each 

~ The aulhorlud capilal SIOCic of New RES, Inc. consists of 200,000,000 shares of Common Stock. 
par value SO.OOI per lhare, of whicb I ,000 shares are validly issued and outJI.Illdlng. All of the Issued 
and outswJdina capltaiii.OClc prexnlly is beld by EXCEL. Prior to complellon of these transaclloOJ, the 

Certifkale of Incorporation of New RES, Inc. wUI be amended to authorize !0 million shares of preferred 
stock, par value .001 per aban:. 

~ At or prior to the completion ofthcle traOJaclions. the corpor11tc name of the newly formed holding 
company, New R.BS,lnc., will become wEXCEL Communications. Inc.," and EXCEL, which currently Is 
known as EXCEL ComrmnJcetioN, lDc. (and which will be a sub6idlary of New RES. Inc.) will clwlae 
Its name. 

V Curreotly, the &Uiboriz.ed capitalstoclc of EXCEL consists of (I) 10.000,000 lharel of Preferred 
S1oc:k, par value $0.001 per lhare, none of whic:b are ouLStandlng and none of wblch an: raerved for 
issuaoc:e and (II) ~.000.000 llwes of Common SIOCic, of which, as of May 31. 1997. 108.159,9.59 Wn:s 
wen: issued and outiiiDdlna, 1,429,379 shares wen: beld In tbe treasury of EXCEL and 4,402,.540 &hares 
were issuable upon the exen:!Jc of outstandina oplioOJ. 
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share of Telco common stock.~' Ultimately, EXCEL shareholders will hold approximately 80 

percent and Telco shareholders will hold approximately 20 percent of New RES, Inc.'s common 

stock. 

An estimated SSOO million - $600 million will be utilized to fund the cash portion of the 

Combination and additional borrowings will be nvailable to refinance the existing indebtedness of 

Telco. Cuh consideration for Telco shareholders will be paid by New RES, Inc. out of aS I billion 

commillcd eredjt facility from an affiliate of lehman Brothen. 

The Applicants expect to COIIS\llllmAte the Combination by Septembel IS, 1997, subject to 

approval by the sharcbolden of each company, Hart-Scott-Rodino clearance, the approval of the 

Federal Communications Commission and various state authorities and ot11er customary conditions. 

The principal ahateholdera of each company, who' in the aggn:gate hold a m11jority of the outstanding 

common stock of each company, have agreed to vote in favor of the Combination. 

Upon completion of the Combination, the combined company's Board of Dirccton will 

comprise six persons. Henry G. Luken Dl. Chairman of the Board of Telco, and Donald A. Burns, 
Vice Chairman of the Board, President and Chief Executive Officer of Telco, will join the four 

current direeton of EXCEL. to form New RES. Inc's Board. Kenny A. Troun, who currently is 

Chairman and CEO of EXCEL, will serve in the same positions for the combined company. John 

L. McLaine, who cwrently is Chief Operating Officer and President of EXCEL, will serve in the 

same positions for the combined company. 

Pgbllc: lntcmt Cons!dc:radopa 

Consummation of the proposed Combination will serve the public interest by bringing 

together the operating and management strengths of both EXCEL and Telco. In addition to realizing 

opportunities in EXCEL's and Telco's core long distance business, EXCEL's access to the Telco 

leased network wiU alJo better position the combined company as it continues with its plans to enter 

the local telephone mar1cct and ultimately provide a bundled paclcage of local, long distance and 

wireless services. Immediate opportunities will be aeatcd for significant savings in operating costs 

and capital cxpcndi!UJ'CS due to Telco's existing !cased network infrastructure. 

The proposed Combination will also exploit the cultural and ryn~gistic fit of the 

management teams of EXCEL and Telco. Combining EXCEL's networic marketing organization 

with Telco's highly successful Dial Around mlllketing platform, each of which targel5 different 

I' Curreolly, lbe 111tboriud eaplw SIOCll: of Telco consists of(l) I~.<XX>.<XX> shares of preferred $10Clc , 

no par value, nooe of wlllch are outstandlna and none of wbkh arc reserved for issuance and (II) 
ISO,<XX>,<XX> &bares ofConvnon Scoct. of which u of May 31, 1997, 33,t30,942 shares were Issued and 
ouiSLtndina and 3,608,933 wen: luuablc upon the exercise of out~tandina options. 
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segmcntJ of the residential awitet, along with Telco's commercial sales force, gives the new 
company a leadership position in alternative channels of distnl>ution for telecommunications 
productJ and services, a diversified revmue base:, and significant synergies in marketing, network 
performance, and operations. Significant cost savings will be n:aliz.ed related prinwily to 
information systems development costJ and billing expenses. Accordingly, the proposed 
Combination will benefit customers through improved services and lower roles, thereby promoting 
competition in Florida. 

Conc:lu•lon 

Upon review of the Florida llatules and Commission rules. it is the unc c:manding of the 
Parties that prior Commiulon approval is not required for the Combination ::r.d the related 
transactions described lbove. Abient rcc:dpt of written notification to the controry within thirty (30) 
days. we will proc:eed oo our understanding that no npproval or other formal action with respect to 
the proposed Combination and related transactions is required by the Commiuion. This Jetter is 
forwarded to the Commiuion for informational purposes, to be included in the appropriat~ file. 

Please contoct the undersigned with any questions or commentJ regarding this lransac:tion. 

J. Christopher Dance, Esq. 
EXCEL CommunicatioDS, Inc. 
8150 North Centro! Expressway 
Suitc2000 
Dallu, Texu 75231 
(214) 863-8210 

Bryan K. Rachlin, Esq. 
Telco Communications, Group, Inc. 
4219 Lafayette Center Drive 
Chantilly, Virginia 20151-1209 
(703) 631-5600 

Respectfully submitted, 

~ CtJt>P-'--
Kalhy L Cooper 
SWIDLER & RERUN, CHARTERED 
3000 K Stn:et. N.W., Suite ~NJ 
Washington, D.C. 20007 
(202) 424-7500 
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