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July 6, 2011
A-2011-2235657
		A-2011-2235659


MICHAEL A. GRUIN ESQ
STEVENS & LEE
17 NORTH SECOND ST, 16TH FLOOR
 HARRISBURG PA 17101




Re:  Joint Application of NTELOS of West Virginia Inc. and FiberNet Telecommunications of Pennsylvania, LLC for approval of a General Rule change of control.     




Dear Mr. Gruin:


On April 4, 2011, NTELOS of West Virginia Inc. (NTWV) and FiberNet Telecommunications of Pennsylvania, LLC (FiberNet PA; together Joint Applicants) filed a joint application pursuant to Chapter 11 of the Pennsylvania Public Utility Code, 66 Pa. C.S. § 1102(a)(3), and the Commission regulations on Abbreviated Procedures for Review of Transfer of Control of Telecommunications Public Utilities at 52 Pa. Code § 63.324, seeking approval of a general rule change of control.  The Joint Applicants propose a corporate restructuring that will result in their ultimate corporate parent changing from NTELOS Holdings Corp. to a newly formed publicly traded company to be known as “Wireline One”.  The proposed transaction is being undertaken in order to separate NTELOS Holdings Corp.’s wireline business unit into an independent stand-alone operation.  The proposed transaction is being considered as a general rule transaction because it will result in a greater than 20% change in the indirect ownership of NTWV and FiberNet PA.   

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Pursuant to 52 Pa. Code § 5.14, relating to applications requiring notice, a notice of the proposed change of control was published in the Pennsylvania Bulletin on April 23, 2011, with a protest period ending May 9, 2011.  Additionally, copies of the joint application were served upon the Office of Small Business Advocate, the Office of Consumer Advocate, and the Office of Trial Staff.  Further notice was not required and no protests or comments have been received.

	NTWV (utility code 3111651) is a Virginia corporation.  In Pennsylvania, NTWV is authorized to provide telecommunications services as a CLEC, IXC Reseller, facilities-based IXC, and CAP pursuant to Docket Nos. A-2009-2148183, A-2009-2148184, A-2009-2148185, A-2009-2148186, A-2009-2148187, and A-2009-2148188.  
    
	FiberNet PA (utility code 310828) is a Pennsylvania limited liability company.  In Pennsylvania, FiberNet PA is authorized to provide telecommunications services as an IXC Reseller, CLEC, and CAP pursuant to Docket Nos. A-310828, A-310828F0002, and A-310828F0003.    

	Both of the Joint Applicants are wholly owned by NTELOS Inc. (NTI).  NTI is a Virginia business corporation and is the direct or indirect parent company of numerous operating entities which provide telecommunications services.  NTI controls 100% of NTWV through NTI’s wholly owned subsidiary NTELOS Communications Inc.  NTI controls 100% of FiberNet PA through NTI’s wholly owned subsidiary NTELOS FiberNet Inc.  NTI, in turn, is 100% owned by the ultimate parent company in the NTELOS corporate structure, the publicly traded holding company NTELOS Holdings Corp.    

	The proposed transfer of control involves NTELOS Holdings Corp. separating its wireline business unit into an independent stand-alone operation, separate and apart from its wireless business unit.  On December 7, 2010, NTELOS Holdings Corp.’s board of directors unanimously approved a proposed plan to create separate wireless and wireline businesses by spinning off the wireline business into a new publicly traded company.  Following the spin-off, NTELOS Holdings Corp. will be composed of wireless operations only.  The new wireline company will have two traditional ILEC businesses and a competitive business unit offering CLEC, high-speed data, and wholesale services over an approximately 5,700 route-mile fiber network.   

	Following consummation of the proposed transfer of control, the wireline operations will become an entity independent from NTELOS Holdings Corp., and NTELOS Holdings Corp. will essentially become a wireless company.  In order to complete the transaction, NTELOS Holdings Corp. has formed two new companies, Wireline One and Wireline Two.  Following the completion of certain intermediate reorganization steps, Wireline Two will be a direct, wholly-owned subsidiary of Wireline One.  The stock of the NTELOS ILECs and NTELOS CLECs, including the stock of the Joint Applicants, will be contributed into Wireline Two.  

	The NTELOS ILECs and CLECs will remain certificated and subject to the oversight of the relevant state Commissions where they do business, but they will have a new ultimate corporate parent.  Instead of the current ultimate parent, NTELOS Holdings Corp., the ultimate new corporate parent of these entities will be the newly-formed,  independent Wireline One.     

	According to the Joint Applicants, although the NTELOS ILECs and CLECs ultimately will be indirect subsidiaries of a new parent holding company, Wireline One, little will change from an operational perspective.  The Joint Applicants will continue to provide services with the same technical, financial, and managerial ability as they do today, and will continue to employ the same personnel.  

	The Joint Applicants aver that the restructuring will have no impact on rates or services, and the proposed transaction will be completely seamless and transparent to customers.  No Pennsylvania customers, assets, or certificates of public convenience will be transferred in connection with the proposed restructuring.  

	According to the Joint Applicants, in the new wireline structure, a number of services will continue to be provided by Wireline One or a subsidiary of Wireline One.  Those centralized services will allow the individual operating companies to benefit from the efficiencies that will be realized by the arrangement.  The centralized services will be provided pursuant to an affiliates agreement, and are expected to include human resource, finance, tax, internal audit, legal, planning, general support, and information technology services.  

	The NTELOS ILECs and NTELOS CLECs will continue to have the same technical capabilities after the separation that they currently possess.  All equipment, buildings, systems, software licenses and other assets owned by the NTELOS ILECs and NTELOS CLECs will continue to be owned by them after the separation.  According to the Joint Applicants, there are no assets jointly-owned between the wireless and wireline businesses.  

	The Joint Applicants aver that the establishment of the NTELOS wireline companies as an independent, stand-alone corporation will serve the public interest by creating a company whose primary strategic focus will be building upon its wireline capabilities in the markets it serves.  This separation establishes a heightened level of clarity in terms of the wireline companies’ vision and purpose, which has the beneficial effect of better aligning the interests of the wireline companies with the interests of its customers.  The separation also allows the wireline companies to expand service offerings, take advantage of growth opportunities, and increase control of capital investment decisions.      

	The Joint Applicants continue to aver that since the wireline companies operate in an industry that is subject to technological advances, evolving consumer preferences, and dynamic change, it is likely that the interest of NTELOS Holdings Corp.’s wireline operations may begin to diverge from the interests of the wireless operations.  The Joint Applicants claim that the proposed transaction will in no way negatively impact telecommunications competition in Pennsylvania.

	The Joint Applicants verify that the proposed transfer of control will have no impact on NTWV’s or FiberNet PA’s existing affiliate interest agreements, and that the expected public effect on their capital structure will be positive.  

Compliance checks found that NTELOS of West Virginia Inc. was current with all fines and assessments, but needed to file their 2010 annual and Security Planning and Readiness reports.  Upon request these reports were filed.  FiberNet Telecommunications of Pennsylvania, LLC was current with all fines and assessments, but needed to file their 2009 and 2010 Security Planning and Readiness reports.  Upon request these reports were filed.

	As required by Section 63.324(k) of our rules, we find that the record sufficiently supports the Joint Applicants’ claim that the general rule change of control is in the public interest and consistent with 66 Pa. C.S. §§ 1102(a) and 1103(a).  The Commission finds that the general rule transaction is necessary for the service, accommodation, convenience or safety of the public in some substantial way as required by Section 63.324(k)(1) of the Commission’s rules.  The Commission finds that a certificate of public convenience authorizing this general rule transaction is necessary as required under 66 Pa. C.S. §§ 1102(a) and 1103, and the Commission’s rules, 52 Pa. Code § 63.324(k)(2).  

	In addition, based upon the information provided in the joint application, the Commission finds that the general rule transaction does not harm competition.  The Commission’s approval enhances the Joint Applicants’ ability to compete in Pennsylvania without harm to consumers or Pennsylvania markets as required by Section 63.324(k)(3).  Finally, the Commission has determined that no conditions are necessary or proper as required by Section 63.324(k)(4).   

	In summary, we find that the joint application should be approved as a general rule transaction based on these affirmative public benefits as required by City of York v. Pennsylvania Public Utility Commission, 295 A.2d 825 (Pa. 1972) and Section 63.324 of the Commission’s rules as requested, and, that certificates of public convenience be issued to NTELOS of West Virginia Inc. and FiberNet Telecommunications of Pennsylvania, LLC evidencing our approval of the general rule change of control.










	Therefore, the Commission directs NTELOS of West Virginia Inc. and FiberNet Telecommunications of Pennsylvania, LLC to file notice with this Commission within 30 days of the consummation of the general rule transaction.  If the Joint Applicants determine that the proposed general rule transaction will not take place, NTELOS of West Virginia Inc. and FiberNet Telecommunications of Pennsylvania, LLC shall promptly so notify this Commission. 
	


[image: ]							BY THE COMMISSION



							Rosemary Chiavetta
							Secretary


cc:	Kathy Aunkst
	J. Elaine McDonald
	Pennsylvania Emergency Management Agency 911 (E911)
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