
, 

'< ..-.:* 

b' 

REBOLJL, MACMURRAY.  H E W I T T ,  MAYNARD & K R ~ S T O L  
SUITE 406 

1 I I  I NINETEENTH STREET, N.W. 

WASHINGTON. u. c;. ruu36 
TELEPHONL IPOZl 429-00- 
T U C O P I E R !  1 1 0 2 1  420-8743 

February 2,1999 

Mr. Don MilIs 
Executive W a r  
Kentucky Public Service Com.dssion 
730 SchenkeI &e 
Frankfort, Kentuoky 40602 

VIA.FEDERAI., EXE 

Re; Transfer of Control of Coastal Telecom Lbhed Liability C0mpaay tc 
Eclime Telecommunications. Inc. 

'u 
DeRr Mr. Mills: 

bclipse Telmmmunidons, Inc. ("Eclipse") and Coastal Telecom Limited 
Liabiity Company ("Coastal") (referred to iointly as the 'Parties"), by their attorneys, her& 
notify the Kentucky Public Service CommisSion of thek intention to transfer control of Coa 
Eclipsc, and thc ensuing merger of Coastal into Eclipse. The P d e s  both hold Certificatm 
Public Convenience and Necessity. A description of the Parties and the proposed transfb e 
control is provided belaw. 

Eclipse, a Delaware corporation, maintains its heaclquarters at 1122 Capital 
Tcxas Ifighway South, Austiq Tcxaa 78746-6426 Eclipsc is a wholly owned sabsidiary of 
C o m ~ a t i o n s ,  hc. (YXC-CSP'). IXC-CSL in turn, is a wholly owned subsidiary of IX 
C o d c a t i o a s ,  Inc. (UEC"), whose stock is publicly traded on the NASDAQ Stock Ma 
Eclipse currently operates as a reseller of intrastate interexchange services in foriy-eight sta 
including Kentucky. Eclipse received its authority to provide t d e c o w c a t i i o n s  &ces j 
Keulucky under thc name Nttwark Long Distance, Inc. (Wetwork") on August 18, 1994, 
Case No. 94-224. Network's name has since been changed to Eclipse, Eclipse also provid 
interstate and international telscommunications services pursuant to authonty ofthe redera 
Communica.tions Commission ("FCC"). 
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I Eclipse’s and Coastal’s current customers will not be affected adversely by 
proposed acquisition. In taking over Coastal‘s operations, Eclipse will hcorporatc into its 
Coastal’s tariffed prices. terms, and conditions of service for current Coastal customers. Fu 
the Parties will send appropriate notifications to the af€iied customers. h c o r c i i i ,  the 
yiuposed transaction will in no way disrupt ~ M c e  or cause inconvenience or cmdh&n to 
Coastal’s customers. 

pirrsliannt to its existing authorization. The current management of Eclipse will not chaage 

-.+J~ 

Similarly, the proposed transrrction will have no effect on the 
Eclipse, which wiU continue to provide telmmmunications services to its intrastate 

I February 2, 1999 

Coastal, a Tennessee Limited Liability Company, is wrrwatly composed of tv 
Lirexubcr d t i e s  - the AndresvU Bursten 1994 Tnist and the Riva Bursten 1994 Trust. 
Coastal maintains its headquarters at 2 Riverway, Suite 800, Houston, Tern 77Q56. Coal 
provides resold inbastate interexcbmge tetec0xnrri~ir;aci~n~ d t e s  in niac states, including 
Kentucky. Coastal received its authority to provide telecomunidons swviceS in Kentuck 
April 22, 1996, in Case No. 96-106. 

On Yanuay 11,1999, Eclipse and Coastal executed aPurchase Agreement 
(“Agreement“). Eclipse and IXC Internet Services, hc. (“rxC htmf”), M a f l i l h  of Ecli 
will acquire the current membership interests in Coastal &er regulsite regulatory approvals 1 
been obtained.’ Eclipse and IXC Internet will putchase 100 percent of the membership inte 
i11 C o d ,  which MC currently owned e q ~ d y  by two ttusts - 
and the Riva Bursten 1994 Trust. Eclipse will acquire a 99 percent 
Internet wiu acquire a me percent membership interest. Upon zuquisitioa ofthc member 
interests, Coastal will be merged with and into Eclipse? Eclipse 
with Coastal, and Coastal will surrender its certification in Kentucky. 

Coastal is a Tennessee limited liabilhy company, and Tennessee law requires 1 

have at least two members. M C  Internet proides Internw serViw u.d is aut eng 
prnvisicln of interex@hange or local tdemmmunicationS services. 

2 

acquiring the membership interests of a Wisconsin limited liability Company also 
TeIecorn Limited Liability Company (‘*Wiscansin CUasCal“). Thc m arrent ITJ 
are also the members of W~sconsin Coastal, whicb does not operate in Kentucky. Under 
Wisccnsln law, Wisconsh Coastat cannot be merged directly into Eclipse, a Delaware 
corporation. Accordingly, Wscmnsin Cru~~tal will be merged into Coastal immediately 
Coastal’s merger ht~  Eclipse. The merger of Wisconsin Coastal into Coastal is a 
and will not in any way affect Coaskh wirelit opcrations or propascd mcrger 

hs part of the same transaction in which Falilipse is acquiring Coastal Eclipse is 
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result of the transaction. Coastat's management team and employees will aJS0 remain in plaa 
employe= dEcEpse. 

As set forth abwe, Eclipse is a wholly owned subsidiay ofIXC-CSI, which i 
dolly owned s u h d h y  of IXC, a publiJy traded company. KXC is finmcidy well q&ec 
October 1995, IXC issued and sold notes in the aggregate pd,n~$d mo#t  of $2S5,OoO,ooC 
institutional and tru;r&ed investon. In July 1996, KC?s initid publio offering of- , 
generated net proceeds (before expenses) of approximately $83,~000,000 in additional capi 

Junior Exchangeable Prefmed Stock Due 2009. In March 1998, IXC completed the sale o 
Depositary Shares of 6 31'4% CuJative Convcitibk IPrcEerred Stock, which resulted h 
proceeds of approximately $128 million for the company. In April 1998, IXC rsised 

Most recently, in October 1998, WC-CSI established a $400 million medii Mty. 

the company. In Apd 1997, IXC campieted the sale of $100 million of '7%% Junior 
Prefeired St& Due 2nn7. in Augurst 1997, IXC completed the d e  of $300 million 

approximately $450 miltion through the b e  of P?! Senior Subordmated Notes 

Th6 transfa uf w o ~ d  described abovc is cltarly in the public int@rcst. The 
proposed transaction d l  bring together Eclipse and Coastal, two Widy graWing 
interexehmse telwmmkcatioris sewices. The comb'mtion of the two 
and expertise will s t r e e m  competition in the interexchange 

L.-* 

elsewhere, by peWitting the combined companies to compete more effectively with larger 
currently prodding service in Kentwky. 

The transactjon will also combine the complementary nnanagemeat skills, 
bacbound, and experience ofEcGpse and Coastal, sncdns  the companies to capitalize 
build on the diverse d s e  of each company in providing telecclmmunications services t 
public. In addition, the tranSfkT ofcoWol will enable the wmbiud wiiiyanies to &c 
significant economic and marketing &dendes and enhancements, p e d t b g  
in operating costs and witat expenditures. In suq the proposed tramstion will bend3 
public intcrcst by enb;m@ the abilsty ofthe c o m b 4  companies to oEer 1 fitU ra 
competitively p i c 4  servicxs in the interexchange markeQlaCe, thereby further 
intermchange competition in Kemuclcy. 

It is the Parties' understanding that prior Commission apprwd is not reqi 
the tramaction dcscriiod above. Tn the went, however? that the Commission determines 
approval is required, please consider this letter as a request for expedited approval. Abs 
written notice to the coutrsry within 3 0  days of the date of this letter, 111~: Partics will 855 

firther action is required and will conmmmate the merger as planned. 
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Enclosed please find an Adoption Notice. Also enclosed are ten (10) copies 
receipt cupy ofthis letter. Plelrse ac-stomp and return the receipt copy in the self-addred 
stamped envelope pruvided. Phase mmact tRe u n d d p d  with any questions or comment 
regarding this transacti on. 

Leon rr0walsky 
Nowalsky, Bronston & Gothard, L.L.P, 
Suite 1442 
3 SO0 N. Causeway Boulevard 
Metairie,LA 70002 

Attorney for Coastal Telecom Limited 
Liability Company 

Enclosures 
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Kristie Stokes Hassett 
Rcboul, MWurray, Hew&-, 
Maynard & Kristol 
Suite 4U6 
11 11 19th Street, N.W. 
Wapph3ngton, D.C. 20034 

Attorneys for Eclipse TdecammuniC 
InC. 
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PI S .C . Ky. Adoption Notice No. 

ADOPTION NOTICE 

The undersigned Fdipse Tdewdca.tions. Inc., a Delaware corpodon, hereby 

adopts, rames, and d c s  irs own, in every rcapcct ni ifthe Bame had been originally filed 

and posted by it, all tariffs and supplmmts contaimg rates, rules and regulations Tu hllisl 

Service Commission ofKentucky by Coastal Limited Liability Compasy, a Tennessee limite 

liability company, and in effect on the 1 'l day nf May, 1999, the date on which the public se 

business ofthe said Coastal Limited Lithilily Company will bc takm over by Eclipse. 

This notice is issued on the 2& day afF&ruary, 1999, in CMlfbrmity with 807 KAR 

5:011, Section 11 of the Regulations for the f h g  of T& ofpublic U'tb v&h the pub3 

Service Commission of Kentucky. 
W 

Eclipse Telecamnddons. Inc. 

Inc. 

Authorized by K.P.S.C. Order No.- 
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