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March 18, 1999

BY OVERNIGHT DELIVERY
Helen O’Leary, Secretary

Georgia Public Service Commission

47 Trinity Avenue, S.W.

Atlanta, Georgia   30334


Re: 
Allegiance Telecom of Georgia, Inc. Notification of 



Pro Forma Intracorporate Reorganization and Financing Transactions
Dear Ms. O’Leary:


Allegiance Telecom of Georgia,  Inc. (“Allegiance-GA” or the “Company”), by its undersigned counsel,  hereby advises the Commission, and to the extent required, seeks Commission approval of a series of pro forma transactions required in conjunction with proposed financing arrangements involving the Allegiance companies.  Specifically, to the extent required, Allegiance-GA seeks:  (1) authority to complete a pro forma reorganization as described below and, (2) permission to grant a security interest in Allegiance-GA’s assets and stock and to guarantee payment in conjunction with a proposed credit facility Allegiance proposes to enter into at the newly created intermediate holding company level.  Allegiance-GA respectfully submits that the relief requested herein serves the public interest and promotes competition in the Georgia telecommunications marketplace.


As explained in detail below, the new corporate structure and proposed security arrangement will give the Allegiance companies generally and Allegiance-GA specifically greater access to capital and provide the Allegiance companies greater financial flexibility.  The proposed intracorporate changes are expected to strengthen the Company’s competitive position and improve its ability to provide high quality telecommunications services to consumers in Georgia and elsewhere.  The reorganization will not affect the Company’s Georgia management or operations and will not change de facto control of the Company.  Moreover, given that the proposed organizational changes are entirely intracorporate, the reorganization and related transactions will not disrupt service or otherwise cause confusion or inconvenience to Georgia consumers. 

I.
ALLEGIANCE TELECOM OF GEORGIA, INC.

Allegiance-GA is a Delaware corporation authorized to do business in the State of Georgia.  Allegiance-GA maintains its principal place of business at:




Allegiance Telecom of Georgia, Inc.




1950 Stemmons Freeway




Suite 3026




Dallas, TX  75207  




(214) 261-7100 (Tel)




(214) 261-7110 (Fax)

Allegiance-GA is a wholly-owned operating subsidiary of Allegiance Telecom, Inc.  Allegiance Telecom, Inc. is a publicly traded corporation that currently is the direct and ultimate parent company of all of the Allegiance operating companies.  In addition to Allegiance-GA’s operations, Allegiance operating subsidiaries are authorized, by virtue of certification, registration or other relevant authority, to provide resold interexchange telecommunications services and facilities-based competitive local exchange and access services in approximately ten other states. 


Allegiance-GA is authorized to provide competitive local exchange telecommunications services, resold interexchange services and interexchange alternative operator services on an interim basis in Georgia pursuant to authority granted by the Commission in Docket Nos. 8412-U and 8414-U.
  In those proceedings, the Commission found Allegiance-GA to be legally, technically, managerially and financially qualified to provide intrastate services.  Further information regarding Allegiance-GA’s qualifications and operations and tariffs containing Allegiance-GA’s rates, terms and conditions of service were submitted to the Commission in conjunction with Allegiance-GA’s applications for certification, are matters of public record and are incorporated herein by reference. 

II.
DESIGNATED CONTACTS


The designated contacts for correspondence and questions concerning this filing are:




Russell M. Blau




Edward S. Quill, Jr.




Swidler Berlin Shereff Friedman, LLP




3000 K Street, N.W., Suite 300




Washington, D.C. 20007




(202) 424-7500 (Tel)




(202) 424-7645 (Fax)



with a copy to:




Robert McCausland




Allegiance Telecom of Georgia, Inc.




1950 Stemmons Freeway




Suite 3026




Dallas, TX  75207

III.
PROPOSED TRANSACTIONS


Allegiance-GA proposes to complete a pro forma reorganization whereby all of the stock of Allegiance-GA will be transferred from Allegiance Telecom, Inc., the ultimate Allegiance holding company, to Allegiance Finance Company, Inc. (“Allegiance Finance”), a newly created holding company that is also wholly owned by Allegiance Telecom, Inc.  The net effect of the proposed transaction will be solely to interpose Allegiance Finance as a new intermediate holding company between Allegiance Telecom, Inc. and Allegiance-GA.  Allegiance Telecom, Inc. will remain the ultimate holding company of the Allegiance companies and retain ultimate corporate control of Allegiance-GA.  Allegiance-GA will continue to provide service to Georgia consumers under the same rates, terms and conditions as it currently provides service.  The proposed reorganization therefore will be entirely pro forma in nature and will be entirely transparent.  A Chart illustrating the corporate structure of the Allegiance companies before and after the proposed transaction is attached as Exhibit A.


In conjunction with the proposed reorganization, Allegiance Finance intends to assume up to $200 million in debt through a senior secured credit facility.  As a newly created holding company, Allegiance Finance holds no state certifications and provides no services.  The proposed financing will be secured by, among other things, the assets and stock of Allegiance-GA and Allegiance-GA will guarantee the debt obligation.  Accordingly, in addition to the proposed reorganization, Allegiance-GA seeks authority, to the extent necessary, to permit Allegiance-GA to convey a security interest in its assets, pledge stock and guarantee debt obligations in conjunction with the proposed financing arrangements.

IV.
PUBLIC INTEREST CONSIDERATIONS

The  restructuring of the Allegiance companies and related financing transactions will serve the public interest in promoting competition among telecommunications carriers.  In particular the proposed reorganization will provide the Allegiance companies greater access to capital.  Allegiance-GA will continue to provide the same high quality, affordable telecommunications services in Georgia, consistent with all terms and conditions set forth in the Commission’s grant of authority and Allegiance-GA’s tariffs currently on file with the Commission.  While the  pro forma intracorporate reorganization and security arrangements will allow the Allegiance companies to meet important business needs, the transactions will be virtually transparent to customers and will have no impact on the Company’s services.  As such, this reorganization will in no way disrupt service or cause customer inconvenience or confusion.  Accordingly, the proposed reorganization is consistent with the  public interest because it will promote competition among telecommunications carriers in Georgia and will allow Allegiance-GA to continue to provide high quality service to Georgia customers.

V.
CONCLUSION


For the reasons stated herein, Allegiance-GA submits that the public interest would be served by its proposed reorganization and related financing transactions as described above.  Accordingly, Allegiance-GA respectfully requests that the Commission grant authority, to the extent required, to permit Allegiance-GA to complete the pro forma reorganization, to incur debt related obligations and to convey the debt related security interests in Allegiance-GA’s assets described above.  Please direct any questions concerning this letter to the undersigned.  







Respectfully submitted,







Russell M. Blau







Edward S. Quill, Jr.







Swidler Berlin Shereff Friedman, LLP







3000 K Street, N.W., Suite 300







Washington, D.C. 20007







(202) 424-7500 (Tel) 







(202) 424-7645 (Fax)







Counsel for Allegiance Telecom of Georgia, Inc.
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EXHIBIT A
Diagram of Previous and Current

Corporate Structures

�	Allegiance Telecom of Georgia, Inc., Docket No. 8412-U, Certificate No. L-006 (Competitive Local Exchange Telecommunications Services, Approved Feb. 17, 1998); Docket 8414-U, Certificate Nos. R-524 and A-152 (Resold Interexchange Telecommunications Services and Interexchange Alternative Operator Services respectively, Approved June 2, 1998).  The Company understands, pursuant to informal discussions with Staff, that the Company’s interim competitive local exchange authority continues to remain effective pending Commission issuance of permanent local exchange rules.    





