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ORDER

BY THE COMMISSION:

          On August 20, 2004 US LEC of Pennsylvania Inc. (US LEC-PA) filed a securities certificate pursuant to Chapter 19 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§1901, et seq., for the issuance by the utility and its affiliates of a note in principal amount of up to $150 million and a revolving credit arrangement in an amount up to $25 million.   The utility later volunteered an extension of the statutory consideration period to October 1, 2004. 

          US LEC-PA is a jurisdictional entity authorized to provide service as a reseller of toll services, CLEC and interexchange carrier pursuant to authorizations granted by the Commission at A-310814, A-310814 F0002 and A-310814 F0003 on August 12, 1999.  US LEC-PA is a wholly owned subsidiary of US LEC Corp. (Parent).  Parent is a publicly traded Delaware corporation whose principal offices are located in Charlotte, North Carolina.

Parent is proposing a series of debt financing arrangements that will include the issuance by Parent of senior notes in amounts up to $150 million, and a revolving credit facility through which Parent, US LEC-PA and its affiliates, as co-borrowers or guarantors, may borrow in aggregate principal amounts up to $25 million. The senior notes will be guaranteed by US LEC-PA along with all other domestic operating subsidiaries of Parent, and secured by a secondary lien on the assets of Parent, including the stock as well as the assets of US LEC-PA and other domestic subsidiaries of Parent.  Under the revolving credit arrangement, US LEC-PA and each co-borrower will be jointly and severally liable for the obligations of the other co-borrowers.  Additionally, a security interest in the assets and stock of US LEC-PA will be pledged to secure the obligation of Parent as a co-borrower.



The Notes are expected to be placed with institutional buyers through a private placement, while the revolving credit arrangement is expected to be placed with one or more financial institutions through a syndication agent. According to the filing, the precise placement of the revolving credit arrangement will be determined at a later date.


The proposed financing does not create a ring-fence that might otherwise protect the jurisdictional utility, US LEC-PA, from the default risks of its Parent and its Parent’s affiliates.  However, the lack of a ring-fence should not preclude the approval of this securities application because the risk profile of US LEC-PA and its affiliates are similar, and the financial risk for these securities is typical for a competitive local exchange carrier.
          Our review of the securities certificate leads us to conclude that the proposed issuance of up to $150 million principal amount of senior notes and a revolving credit in principal amounts up to $25 million is necessary or proper for the present and probable future capital needs of US LEC-PA, and as a result the securities certificate should be registered; THEREFORE,


IT IS ORDERED:


1. That the securities certificate of US LEC of Pennsylvania Inc. for the issuance of secured notes, in an aggregate principal amount not to exceed $150 million, and a revolving credit arrangement in principal amounts not to exceed $25 million, is hereby registered.


2. That this docket be marked closed. 






BY THE COMMISSION,






James J. McNulty







Secretary

(SEAL)

ORDER ADOPTED:  September 30, 2004 

ORDER ENTERED:  September 30, 2004
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