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Joint Application of Conversent Communications of Pennsylvania, LLC and FiberNet Telecommunications of Pennsylvania, LLC for approval of a change in control as a result of a combination of their current parents.

	Docket Nos:

A-310921 F0005
A-310828 F0004



	Securities certificates of Conversent Communications of Pennsylvania, LLC and FiberNet Telecommunications of Pennsylvania, LLC for the guaranty by each of two senior credit facilities to provide loans to the parents of the utilities. 
	S-00051038
S-00051037


ORDER

BY THE COMMISSION:

On January 13, 2005, Conversent Communications of Pennsylvania, LLC (Conversent PA) and FiberNet Telecommunications of Pennsylvania, LLC (FiberNet PA) 
filed the above-captioned joint application pursuant to Chapter 11 of the Public Utility Code, 66 Pa. C.S. §§1101, et seq.   Copies of the application were served upon the Office of Consumer Advocate and the Office of Small Business Advocate.  Further notice was not required to be published and no protests or comments have been received.

Also on January 13, 2005, each of the applicants filed a securities certificate for its guaranty of two senior credit facilities that will provide funds to the parents of the two utilities.  With their securities certificates, each of the utilities volunteered an extension of the statutory consideration period until 60 days following the filing date, or until March 14, 2005.  The utilities later granted a further extension of the consideration period to March 24, 2005.
The Parties

Both Conversent PA and FiberNet PA hold authority in Pennsylvania to provide service as an IXC reseller, CLEC and CAP.  Conversent PA received its approval for entry into service by Order entered January 29, 2001, at Docket Numbers A-310921, et al.  FiberNet PA was certificated pursuant to our Order entered September 20, 1999, at Docket Numbers A-311188, et al.  Conversent PA is an indirect subsidiary of Conversent Holdings, Inc. (Conversent Hldgs.) and has sister subsidiaries providing similar service in all the New England states plus New York and New Jersey.  FiberNet is a direct subsidiary of Mountaineer Telecommunications, LLC (Mountaineer) and has sister subsidiaries in West Virginia and Ohio.  Conversent PA does not now have any customers in Pennsylvania, but the applicants believe the proposed merger and the associated financing proposed in their securities certificates will strengthen Conversent PA’s ability to market its services to Pennsylvania customers.
The Application


Conversent Hldgs. and Mountaineer have signed a letter of intent to enter into a merger agreement by which they will form a new corporation, Conversent Communications, Inc. (Conversent Inc.) that will become the direct parent of Conversent Hldgs. and Mountaineer.  Conversent Inc. will thereby come to hold the ultimate control of Conversent PA and FiberNet PA, and for this change in control of the two utilities the applicants now seek our approval.

Under Conversent Inc., FiberNet PA and Conversent PA will retain their separate brands and identities and will provide service pursuant to the currently effective tariffs of each utility.  Moreover, there will be no immediate change in the managements of the two Pennsylvania utilities.  Therefore, there will be continuity of service and the merger will be transparent to customers.  In their joint application, the utilities cite the operational advantages and the increased financial strength that the larger organization will make available to the utilities.  


Upon consideration, we conclude that the record provides substantial evidence of affirmative public benefit sufficient to warrant approval of the proposed transactions under City of York v. Pennsylvania Public Utility Commission, 449 Pa. 136, 295 A.2d 825 (1972).

The Securities Certificates

By their substantially identical securities certificates, FiberNet PA and Conversent PA seek authority to enter as guarantors into proposed Senior Credit Facilities.  The borrowers under both facilities will be the direct parents of the two utilities, Mountaineer and Conversent Hldgs.  The newly formed Conversent Inc.,
 and all the direct and indirect subsidiaries of the borrowers, including the two Pennsylvania utilities, will act as guarantors of both the term loans and the revolving loans.  In addition, the loans will be secured by a pledge of substantially all the property and assets of all the borrowers and the guarantors.
The individual facilities will be a Term B Facility for $200 million, and a Revolving Credit Facility having a maximum principal amount of $25 million.  The interest rate on each facility will float at specified margins over LIBOR or a base rate that is a function of the lead lender’s prime rate and the federal funds rate.  Preliminary loan documentation requires, however, that the borrowers obtain interest rate protection, which will reduce the lenders’, and potentially the utilities’, exposure to the vagaries of floating short-term interest rates.  The Term B facility will have a final maturity six years from the closing date, while the revolver will terminate at the end of five years.  Under certain conditions, loans under the Senior Credit Facilities may be increased by additional term loans or revolving loans totaling up to $75 million, bringing the maximum principal amount under the two facilities to $300 million.

$100 million of the proceeds of the credit facilities will be used for the acquisition, as part of the merger, of ownership interests held by some of the investors in Mountaineer and Conversent Hldgs.  Other uses will be the repayment of existing indebtedness of Conversent Hldgs., Mountaineer or their subsidiaries, and for working capital and general corporate purposes.
Conclusion


Having thus reviewed the instant filings by Conversent PA and FiberNet PA, we find that the merger of Conversent Hldgs. and Mountaineer is necessary or proper for the service, accommodation, convenience, or safety of the public, and that the application should be approved.  We have also determined that the guaranty of the Senior Credit Facilities by the two utilities is necessary or proper for the present and probable future capital needs of the utilities; THEREFORE,

IT IS ORDERED:

1.  That the application concerning the merger of the parents of Conversent Communications of Pennsylvania, LLC and FiberNet Telecommunications of Pennsylvania, LLC is hereby approved.
2.  That a certificate of public convenience be issued to each of the two applicants evidencing our approval, and the case be marked closed.

3.  That the securities certificate of Conversent Communications of Pennsylvania, LLC for its guaranty of the Senior Credit Facilities is hereby registered.
4.  That the securities certificate of FiberNet Telecommunications of Pennsylvania, LLC for its guaranty of the Senior Credit Facilities is hereby registered.







BY THE COMMISSION







James J. McNulty






Secretary

(SEAL)

ORDER ADOPTED:  March 23, 2005
ORDER ENTERED:  March 23, 2005






PAGE  
5

