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July 12, 2013


A-2013-2362123, A-2013-2362124, A-2013-2362125, A-2013-2362126, 
A-2013-2362127, A-2013-2362128, A-2013-2362129, A-2013-2362130,
A-2013-2362131, A-2013-2362132, A-2013-2362133, A-2013-2362134,
A-2013-2362135, A-2013-2362136, A-2013-2362137, A-2013-2362138


NORMAN J KENNARD ESQ
THOMAS, LONG, NIESEN & KENNARD
212 LOCUST STREET SUITE 500
PO BOX 9500
HARRISBURG PA  171078


Re:	Joint Application of Cavalier Telephone Mid-Atlantic, LLC, Intellifiber Networks, Inc., LDMI Telecommunications, Inc., McLeodUSA Telecommunications Services, LLC, Paetec Communications, Inc., Talk America, Inc., US LEC of Pennsylvania, LLC, Windstream Buffalo Valley, Inc., Windstream Communications, Inc., Windstream Conestoga, Inc., Windstream D&E Systems, Inc., Windstream D&E, Inc., Windstream KDL, Inc., Windstream Norlight, Inc., Windstream NTI, Inc., Windstream Pennsylvania, LLC and Windstream Corporation for approval to complete a certain pro forma intra-corporate transaction. 


Dear Mr. Kennard:

	On May 8, 2013, Cavalier Telephone Mid-Atlantic, LLC, Intellifiber Networks, Inc., LDMI Telecommunications, Inc., McLeodUSA Telecommunications Services, LLC, Paetec Communications, Inc., Talk America, Inc., US LEC of Pennsylvania, LLC, Windstream Buffalo Valley, Inc., Windstream Communications, Inc., Windstream Conestoga, Inc., Windstream D&E Systems, Inc., Windstream D&E, Inc., Windstream KDL, Inc., Windstream Norlight, Inc., Windstream NTI, Inc., Windstream Pennsylvania, LLC (collectively, “the PA Utilities”) and Windstream Corporation (“Windstream”) (Windstream and the Pa Utilities, collectively, “Joint Applicants”), filed a joint application with the Pennsylvania Public Utility Commission pursuant to Chapter 11 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§ 1102 and 1103, and the Commission’s Statement of Policy – Utility Stock Transfers Under 66 Pa.C.S. § 1102(a)(3), 52 Pa. Code § 69.901 and its Abbreviated Procedures for Review and Approval of Transfer of Control for Telecommunications Public Utilities 52 Pa. Code § 63.325, seeking approval of a pro forma transaction that will involve an intra-corporate transaction (the “Transaction”) that will insert a new holding corporation, Windstream Holdings, Inc. (“WHI”), into the ownership chain above Windstream, the current parent holding company of the PA Utilities.  It does not involve a change in conditions of service or rates.  

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]	Pursuant to 52 Pa. Code § 5.14, relating to applications requiring notice, a notice of the proposed transfer of customer base was published in the Pennsylvania Bulletin on May 18, 2013, with a protest period ending June 3, 2013, in Volume 43 of the Pennsylvania Bulletin (43 Pa.B. 2797).  Additionally, copies of the joint application were served upon the Office of Small Business Advocate, the Office of Consumer Advocate, and the Bureau of Investigation and Enforcement.  Further notice was not required and no protests or comments have been received.

Cavalier Telephone Mid-Atlantic, LLC, utility code 310838, is a limited liability company organized and existing under the laws of the state of Delaware.  It is authorized to provide competitive local exchange carrier and switched access services, interexchange carrier services, and competitive access provider services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310838.  
	
	Intellifiber Networks, Inc., utility code 311102, is a corporation organized and existing under the laws of the state of Virginia.  It is authorized to provide competitive local exchange carrier services, interexchange carrier services and competitive access provider services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-311102.

	LDMI Telecommunications, Inc., utility code 310538, is a corporation organized and existing under the laws of the state of Michigan.  It is authorized to provide interexchange carrier reseller services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310538.  

	McLeodUSA Telecommunications Services, LLC, utility code 310456, is a limited liability company organized and existing under the laws of the state of Iowa.  It is authorized to provide interexchange carrier reseller services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310456.  

	Paetec Communications, Inc., utility code 310743, is a corporation organized and existing under the laws of the state of Delaware.  It is authorized to provide competitive local exchange carrier services, interexchange carrier services and competitive access provider services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310743.  

	Talk America, Inc., utility code 310018, is a corporation organized and existing under the laws of the Commonwealth of Pennsylvania.  It is authorized to provide competitive local exchange carrier services and interexchange carrier reseller services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310018.  

	US LEC of Pennsylvania, LLC, utility code 310814, is a limited liability company organized and existing under the laws of the state of North Carolina.  It is authorized to provide competitive local exchange carrier services and interexchange carrier services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310814.

	Windstream Buffalo Valley, Inc., utility code 310369, is a corporation organized and existing under the laws of the Commonwealth of Pennsylvania.  It is an incumbent local exchange carrier authorized to provide services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310369.

	Windstream Communications, Inc., utility code 310325, formerly known as Alltel Holding Corporate Services, Inc. and changed its name to Windstream Communications, Inc. in July 2006, is a corporation organized and existing under the laws of the state of Delaware.  It is authorized to provide competitive local exchange carrier services, interexchange carrier services, interexchange reseller services and competitive access provider services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310325.

	Windstream Conestoga, Inc., utility code 310850, is a corporation organized and existing under the laws of the Commonwealth of Pennsylvania.  It is an incumbent local exchange carrier authorized to provide services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310850. 

	Windstream D&E Systems, Inc., utility code 310738, is a corporation organized and existing under the laws of the state of Delaware.  It is authorized to provide competitive local exchange carrier services, competitive access provider services and interexchange carrier reseller services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310738.

	Windstream D&E, Inc., utility code 311050, is a corporation organized and existing under the laws of the Commonwealth of Pennsylvania.  It is an incumbent local exchange carrier and interexchange carrier authorized to provide services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-311050.

	Windstream KDL, Inc., utility code 311413, is a corporation organized and existing under the laws of the state of Kentucky.  It is authorized to provide competitive local exchange carrier services, interexchange carrier services and competitive access provider services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-311413.

	Windstream Norlight, Inc., utility code 3110170, is a corporation organized and existing under the laws of the state of Kentucky.  It is authorized to provide interexchange carrier services in Pennsylvania pursuant to authority granted by the Commission in an Order adopted July 17, 2008, at Docket No. A-2008-2043652.

	Windstream NTI, Inc., utility code 310573, is a corporation organized and existing under the laws of the state of Wisconsin.  It is authorized to provide interexchange carrier services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-310573.

	Windstream Pennsylvania, LLC, utility code 312050, is a limited liability company existing under the laws of the state of Delaware.  It is an incumbent local exchange carrier authorized to provide services in Pennsylvania pursuant to authority granted by the Commission at Docket No. A-312050.  

	Windstream is a corporation existing under the laws of the state of Delaware with corporate headquarters located in Little Rock, Arkansas.  It is a publically traded (Nasdaq: WIN) S&P 500 diversified communications and entertainment company.  Windstream is the parent holding company of the PA Utilities.  The PA Utilities are wholly-owned direct and indirect subsidiaries.  Windstream does not provide telecommunications services in its own right.  Windstream’s regulated subsidiaries, which include the PA Utilities, provide local and long distance telephone services, data hosting services, broadband and high-speed data services, and video services to customers throughout the United States.

	The Transaction will involve the insertion of a new holding corporation, WHI, into the ownership chain above Windstream.  As a result, the PA Utilities will be held through a slightly-modified corporate ownership structure, and they will ultimately be indirectly owned by the same shareholders as before the Transaction.  Because there currently are no 20% or greater shareholders, nor will there be any such shareholders in WHI after the consummation of the Transaction, the Transaction qualifies as a pro forma transaction under §52 Pa. Code §§ 63.325(a)(2).  In addition, there will be no change whatsoever in the PA Utilities’ controlling interest as defined at 52 Pa. Code §63.322.

	The Joint Applicants submit that the Transaction is in the public interest and will be transparent to the current customers; that is, customers will continue to receive service under the same rates, terms and conditions as they do today.  The Joint Applicants maintain that the Transaction will make the PA Utilities stronger competitors that will have greater access to the capital market for making improvements to its services, and as a result, will be better positioned to compete in Pennsylvania’s dynamic telecommunications market. 

	With the exception of four the PA Utilities:  Windstream Buffalo Valley, Inc., Windstream Conestoga, Inc., Windstream D&E, Inc., and Windstream Pennsylvania, LLC, the Joint Applicants aver that they do not have eligible telecommunications carrier status under Federal or State law, are not subject to any broadband deployment commitment under Federal or State law, and the proposed Transaction complies with the prohibition against cross-subsidization imposed under Federal and State law.  

	Windstream Buffalo Valley, Inc., Windstream Conestoga, Inc., Windstream D&E, Inc., and Windstream Pennsylvania, LLC, are authorized incumbent local exchanges (ILEC) and are subject to broadband deployment commitments under Federal and State law.  Windstream Pennsylvania LLC is obligated to have 100% broadband availability as of December 31, 2013.  Windstream Buffalo Valley, Inc., Windstream Conestoga, Inc. and Windstream D&E, Inc. met their broadband deployment obligations of 100% broadband availability as of December 31, 2008.  

		The Joint Applicants aver that the Transaction is in the public interest.  The PA Utilities will remain well-qualified to provide service to their customers, and their operations will continue to be overseen by their existing management teams.  The rates, terms and conditions of those services will not change as a result of the Transaction, and the Pennsylvania customers of the PA Utilities will not be affected in any way.  The Transaction will be virtually transparent to customers and will not result in any loss or impairment of service for any customers.  The proposed Transaction will provide the PA Utilities with greater flexibility for future equity and debt transactions, which will increase its access to capital and benefit the PA Utilities and their customers. 

		Upon completion of the proposed Transaction, the shared corporate operations and other service functions currently handled by WCI on behalf of other Windstream operating subsidiaries, including the PA Utilities, will be transferred and migrated from WCI to Windstream.[footnoteRef:1]  Only the “shared” corporate services will be assigned to Windstream; the telecommunications operations and licenses currently held by WCI, including those in Pennsylvania, and the assets used to perform telecommunications services pursuant to those licenses, will remain with WCI following the pro forma Transaction.   [1:  The PA Utilities will provide an affiliated interest agreement with the Commission by notice filing as contemplated under Chapter 30 after the Transaction has been closed.] 


	As required by Section 63.325(k)(1) of our rules, 52 Pa. Code §  63.325(k)(1), we find that the record sufficiently supports the Joint Applicant’s claim that the proposed intra-corporate Transaction involving the insertion of a new holding corporation into the ownership chain will benefit customers by providing lower cost of capital which will help keep operating costs and their customers’ rates low.  After the proposed Transaction, the PA Utilities will continue to provide telecommunication services at the same rates, terms and conditions; and, therefore, the Transaction will be transparent to current customers.  For the reasons advanced by the Joint Applicants, we conclude that the record provides substantial evidence of affirmative public benefits sufficient to warrant approval of the proposed Transaction under City of York v. Pennsylvania Public Utility Commission, 295 A.2d 825 (Pa. 1972) and Irwin A. Popowsky v. Pa. PUC, 937 A.2d 1040 (Pa. 2007).  
	The Commission finds that the Transaction is necessary for the service, accommodation, convenience, or safety of the public as required by Section 63.325(k)(2) of the Commission’s rules.  The Commission will issue certificates of public convenience approving this Transaction as required under 66 Pa.C.S. §§ 1102(a) and 1103, and the Commission’s rules 52 Pa. Code § 63.325(k)(2).  

		Based upon the information provided in the joint application, the Commission finds that the Transaction does not harm competition.  The Commission’s approval enhances the PA Utilities’ ability to compete in Pennsylvania without harm to consumers or Pennsylvania markets as required by Section 63.325(k)(3) of our rules.  52 Pa. Code § 63.325(k)(3).  

		The proposed Transaction will not have any impact on the tariffs of the PA Utilities or their rates, terms and conditions of service. 

		The Commission has determined that the PA Utilities are current with all annual financial and Security Planning and Readiness reports, and there are no outstanding Commission fines or assessments.  

	In summary, we find that the joint application should be approved as a pro forma transaction under Section 63.325 of the Commission rules as requested, and, that certificates of public convenience be issued to Cavalier Telephone Mid-Atlantic, LLC, Intellifiber Networks, Inc., LDMI Telecommunications, Inc., McLeodUSA Telecommunications Services, LLC, Paetec Communications, Inc., Talk America, Inc., US LEC of Pennsylvania, LLC, Windstream Buffalo Valley, Inc., Windstream Communications, Inc., Windstream Conestoga, Inc., Windstream D&E Systems, Inc., Windstream D&E, Inc., Windstream KDL, Inc., Windstream Norlight, Inc., Windstream NTI, Inc., and Windstream Pennsylvania, LLC, evidencing our approval of the pro forma transaction.  


	Therefore, the Commission directs the Joint Applicants to file notice with this Commission within 30 days of the consummation of the pro forma transaction, and to provide an affiliated interest agreement with the Commission by notice of filing as contemplated under Chapter 30 after the Transaction has been closed.  If the Joint Applicants determine that the proposed pro forma transaction will not take place, they shall promptly so notify this Commission.   	
[bookmark: _GoBack][image: ]		
							BY THE COMMISSION



							Rosemary Chiavetta
							Secretary


cc:	Jean L. Kiddoo, Esq., Bingham McCutchen LLP
	Russell M. Blau, Esq., Bingham McCutchen LLP
	Jeffrey R. Strenkowski, Esq., Bingham McCutchen LLP
	Cesar Caballero, Windstream Communications Inc. 
	Pennsylvania Emergency Management Agency 911 (E911)
	Melissa Derr, Technical Utility Service, Public Utility Commission
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