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Joint Application of Conversent Communications, Inc., Conversent
Communications of PA, Inc., FiberNet Telecommunications of
Pennsylvania, LLC, CTC Communications Group, Inc., CTC Communications
Corp., Lightship Telecom, LLC, Choice One Communications, Inc. and
Choice One Communications of Pennsylvania, Inc. for approval of a
change of ownership of authorized telecommunication providers in
connection with a merger transaction.

To Whom It May Concern:

This is to advise you that an Order has been adopted by the
Commission in Public Meeting on May 19, 2006 in the above entitled
proceeding.

An Order has been enclosed for your records.

Ver qu%?,
James J. McNulty .
Secretary U{g)
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Certified Mail
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PENNSYLVANIA
PUBLIC UTILITY COMMISSION
Harrisburg, PA 17105-3265

Public Meeting held May 19, 2006

Commissioners Present:

Wendell F. Holland , Chairman
James H. Cawley, Vice Chairman
Bill Shane

Kim Pizzingrilli

Tetrance J. Fitzpatrick

Joint Application of Conversent Communications, Inc.; Docket Nos:

Conversent Communications of PA, Inc.; FiberNet A-310921F0006
Telecommunications of Pennsylvania, LLC; CTC A-310828F0005
Communications Group, Inc.; CTC Communications Corp.; A-310295F0007
Lightship Telecom, LLC; Choice One Communications Inc.; A-310943F0007
and Choice One Communications of Pennsylvania Inc. A-310781F0007

for Approval of a Change in Ownership of Authorized
Telecommunications Providers in Connection with a Merger
Transaction

ORDER
BY THE COMMISSION:

On April 6, 2006, Conversent Communications, Inc. (Conversent);
Pennsylvania utility Conversent Communications of PA, Inc. (Conversent PA);
Pennsylvania utility FiberNet Telecommunications of Pennsylvania, LLC (FiberNet PA);
CTC Communications Group, Inc. (CTC Group); Pennsylvania utility CTC
Communications Corp.(CTC Comm): Pennsylvania utility Lightship Telecom, LLC



(Lightship); Choice One Communications Inc. (Choice One); and Pennsylvania utility
Choice One Communications of Pennsylvania Inc. (Choice One PA) filed, pursuant to
Chapter 11 of the Public Utility Code, 66 Pa. C.S. §§ 1101, ef seq., an application by
which they seek approval of certain transactions through which Conversent, Conversent
PA, and FiberNet I'A would become subsidiaries of a new holding company, Surviving
Corporation. Our order at A-310295F0006, A-310943F0006, and A-310781F0006,
approved at Public Meeting of May 4, 2006, and entered May 8, 2006, approved a merger
and change in ownership whereby CTC Group merged with and into Choice One with the:
new cotporation from the merger, Surviving Corporation, surviving. At the close of that
transaction, 50% of the outstanding capital stock of Surviving Corporation will be held by

the stockholders of Choice One.

Copies of the application were served upon the Office of Consumer
Advocate and the Office of Small Business Advocate. Further notice was not required,

no protest period was established, and no protests or comments have been received.

The Parties

CTC Group is a Delaware corporation. CTC Group is a wholly-owned
subsidiary of Columbia Ventures Broadband, LLC (CVB), which 1s in turn a wholly-
owned subsidiary of Columbia Ventures Corporation (CVC). CVB, a Washington state
limited liability company. is a holding company. CVC, a Washington state corporation,
owns and opcrates a portfolio of telecommunications companies and a small number of

manufacturing businesses around the world.

CTC Comm, a Massachusetts corporation, is a subsidiary of CTC Group.
CTC Comm is certificated in Pennsylvania to operate as an IXC Toll Reseller, CLEC and
CAP. Authority to operate as an IXC Toll Reseller was granted pursuant to our Order

entered September 28, 1995, at A-310295. The CLEC and CAP authorities were granted
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pursuant to our Order entered June 27, 2000, at A-310295F0002 and A-310295F0003,

respectively.

Lightship, a Delaware limited liability company, and its immediate parent,
Lightship Holding. Inc. (Lightship Holding), a Delaware corporation, are also subsidiaries
of CTC Group. Lightship is certificated in Pennsylvania to operate as an [XC Toll
Reseller, CLEC, CAD, and Facilities Based IXC. These authorities were granted pursuant
to our Order entered October 16, 2000, at A-310943, A-310943F0002,
A-310943F0003 and A-310943F0004, respectively.

Choice One PA, a Delaware corporation, is a subsidiary of Choice One,
also a Delaware corporation. Choice One PA is certificated in Pennsylvania to operate as
an IXC Toll Reseller, CLEC, CAP and Facilities Based IXC. The IXC Toll Reseller,
CAP and Facilities Based 1XC authorities were granted pursuant to our Order entered
May 4, 1999, at A-310781, A-310781F0003 and A-310781F0004, respectively. The |
CLEC authority was granted pursuant to our Order-entered May 25, 1999, at
A-310781F0002.

Conversent, a Delaware corporation, is the parent company of two principal
subsidiaries, Conversent Holdings, Inc. (CHI) and Mountaineer Telecommunications,
LLC (Mountaineer). CHI, a Delaware corporation, is in turn the parent of Conversent
Communications, L1.C which is the direct parent of Conversent PA, a Pennsylvania
limited lability company. Conversent PA is certificated in Pennsylvania to operate as an
IXC Toll Reseller, CLEC, and CAP. These authorities were granted pursuant to our
Order entered January 29, 2001, at A-310921, A-310921F0002, and
A-310921F0003, respectively.
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Mountaineer, a West Virginia limited liability company, is the parent of
FiberNet PA. FiberNet PA is certificated in Pennsylvania to operate as an IXC Toll
Reseller, CLEC. and CAP. These authorities were granted pursuant to our Order entered
September 20, 1999, at A-310828, A-310828F0002, and A-310828F0003, respectively.

The Proposed Transactions

Following the receipt of the necessary regulatory approvals, among other
things, and pursuant to the terms of the Merger Agreement between CTC Group, Choice
One, Choice One Acquisition Inc. (Acquisition Sub), Conversent, and Fanch
Communications, Inc., Acquisition Sub will merge with and into Conversent, with
Conversent surviving and becoming a direct subsidiary of Surviving Corporation. Post-
transaction, Conversent PA and FiberNet PA will join CTC Comm, Lightship and Choice

One PA as subsidiaries of Surviving Corporation.

In order to facilitate the transaction, The Robert C. Fanch Revocable Trust
(a revocable trust of which Robert C. Fanch is the sole trustee) will transfer one-half of its
ownership in NEVD Holdings Delaware, LLC to Fanch Family Foundation, Inc., a
Colorado not-for-profit corporation.' NEVD Holdings Delaware, LLC owns 43% of the
common stock of Conversent and, currently, The Robert C. Fanch Revocable Trust owns
88% of NEVD Holdings Delaware, LLC. This transfer is expected to occur virtually
stmultaneously with the transactions. As Robert C. Fanch is the sole trustee of both The
Robert C. Fanch Revocable Trust and The Fanch Family Foundation, the preliminary
transfer of control is entirely pro forma. However, to the extent necessary, the parties
seck commmission approval to complete this preliminary pro forma transfer of control in

connection with the instant transaction.

' The Fanch Family Foundation, Inc. is a 501(C)(3) entity whose purpose is to make charitable contributions. Robert
C. Fanch is the sole trusice of The Fanch Family Foundation, Inc.




Effects of the Transactions

The application states that there will be no impact on the customers of
Conversent PA or FiberNet PA, as well as to the customers of CTC Comm, Lightship or
Choice One PA. The proposed transaction will be transparent to all jurisdictional
customers and will not result in a change of carrier of any jurisdictional customer.
Immediately after completion of the transaction, Conversent PA, FiberNet PA, CTC
Comm. Lightship and Choice One PA will continue to offer the same services at the same
rates, terms and conditions as at present and any further changes in the rates, terms and
conditions of services will be made coﬁsistent with Commission requirements. The
transaction is not expected to result in any change or discontinuance of service for any

customer.

Discussion

The Applicants submit that the transaction serves the public interest.
Immediately after consummation of the transaction, Conversent PA and FiberNet PA, as
well as CTC Comm, Lightship and Choice One PA will continue to offer service under
the same name and operating authority at present in Pennsylvania. The transaction
involves no change in the entity offering service to customers, the facilities used to
provide such service, or the services, rates, terms and conditions of such service. All
existing tariffs will remain in place at this time. The transaction will be transparent to

consumers in Pennsylvania and will not have any adverse impact on them.

We find. as averred by the Applicants, that the transaction will serve the
public interest because consumers will benefit from the operation of five strong:
competitive telecommunications providers —.Conversent PA, FiberNet PA, CTC Comm,
Lightship and Choice One PA — under one umbrella company, Surviving Corporation.
The combination of these regional competitive telecommunications providers will

increase the scope of each of the existing companies and should enable the combined

wn




companies to compete more cffectively in the highly competitive market for
telecommunications services. Further, the combined companies will benefit from
increased economies of scale that will permit them to operate more efficiently and thus
realize substantial financial synergies that should enable the combined companies to
increase their operaling income and free cash flow. Therefore, 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 Commission has checked on the following items for compliance:
Annual Reports, Assessments, Fines, NXX, Tariff Compliance, and Universal Service

Funding. Al items were found to be in compliance.

Having thus reviewed the instant application, we have determined that the
transactions leading to the establishiment of Surviving Corporation as a holding company
for Conversent PA and FiberNet PA, in addition to CTC Comm, Lightship and Choice
One PA, are necessary or proper for the service, accomimodation, convenience, or safety

of the public, and that the application should be approved; THEREFORE,
IT IS ORDERED:

1. That the merger of Conversent Communications, Inc., Conversent
Communications of PA, Inc. (Docket Nos. A-310921, A-310921F0002, and
A-310921F0003). FiberNet Telecommunications of Pennsylvania, LLC (Docket Nos.
A-310828, A-310828F(002. and A-310828F0003), CTC Communications Group, Inc.,
encompassing CTC Commmunications Corp. (Docket Nos. A-310295, A-310295F0002 and
A-310293F0003). Lightship Telecom, LLC {(Docket Nos. A-310943, A-310943F0002,



A-310943F0003 and A-310943F0004), Choice One Communications, Inc. and Choice
One Communications of Pennsylvania, Inc. (Docket Nos. A-310781, A-310781F0002,
A-310781F0003, and A-310781F0004), with and into Surviving Corporation, as the sole
survivor of the merger, 1s hereby approved and that certificates of public convenience be
issued to Convursent Communications of PA, Inc., FiberNet Telecommunications of
Pennsylvania. LLC, CTC Communications Corp., Lightship Telecom, LLC, and Choice

One Communications of Pennsylvania, Inc. evidencing our approval.

2. That within 30 days of the consummation of the transactions approved in
Ordering Paragraph No. | above, Conversent Communications of PA; Inc., FiberNet
Telecommunications of Pennsylvania, LLC, CTC Communications Corp., Lightship
Telecom, LLC. and Chetce One Communications of Pennsylvania, Inc. shall notify the

Commission of the date of such consummation.

3. That if the parties determine that the transactions approved in Ordering
Paragraph No. 1, above, will not be consummated, Conversent Communications of PA,
Inc., FiberNet Telecommunications of Pennsylvania, 1.L.C, CTC Communications Corp.,
Lightship Telecom, LLC. and Choice One Communications of Pennsylvania, Inc. shall

promptly notify this Cemmission of such determination.

4. That within 30 days of the consummation of the reorganization,
Conversent Communications of PA, Inc., FiberNet Telecommunications of Pennsylvania,
LLC. CTC Communications Cotp., Lightship Telecom, 1.LC, and Choice One
Communications of Pennsylvania, Inc. shall file such new and/or revised affiliated
interest agreements as may be necessary to govern transactions among the utilities and

their affiliates.



5. That upon filing of the notice mentioned in Ordering Paragraph No. 2 or

3, above, this case be marked closed.

(SEAL)

ORDER ADOPTED: May 19, 2006
ORDER ENTEREDMAY 2 5 2008
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BY THE COMMISSION

James J. McNulty
Secretary

-




