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R E B O W L ,  MACMURRAY.  H E W I T T ,  MAYNARD & K R I S T O I  

SUITE 406 

Mr. Don Mills 
Executive Uirector 
Kentucky Public Service Cohssion 
730 Schenkel Lane 
F d o r t ,  Kentucky 40602 

1 I I I NINETEENTH STREET, N.W. 

WASHINOTON. u. c;. E U U ~ ~  
TELEPHONE iaozi 42s-cooa 
TELECOPIER: 18081 929-0743 

February2,1999 

Ke; Transfer of Control of CoastaI Telmm Limited Liability Company t 
Eclinse.Tdecommunications. Inc. 

bclipse Telecarnmurticatiom, bc, (“Eclipse”) and Coastal T e l m m  Liolited 
Liability Company (“Coastal”) (referred to iointly as the “Parties”), by their attorneys, here1 
not,@ the Kentucky Public S e m h  Comtnhsion of their h&on to transfer control of Ca 
&lip=, and thc c&g merger of Coastal into Eclipse. The Parties both hold Certificsim 
Public Convenience and Necessity. A description ofthe Parties and the proposed trandk t 
control is provided below. 

Eclipse, a Delaware corporation, maintains its headquarters at 1122 Capital 
Texas Inighay South, Austin, Tcxaa 78746-6426 Eclipsc is a wholly owned sabsidiary 01 

Communications, hc. (TXC-CSP’). KXC-CSI, in turn, is a wholly owned subsidiary of IX( 
Codcat ionS,  k. (UIXC”), whose stock is publicly traded on the NASDAQ Stock Ma 
Eclipse currently operates as a reseller of intrastate inteeexchange services in foforty-eight stz 
including Kentucky. Eclipse received its authority to provide telecommunications sewices 
Keii~u~ky under thc name Nckworlc Lang Distance, Enc. (LWetwork”) on August 18, 1994, 
Case No. 94-224. Network’s name has Since been chznged to Eclipse. Eclipse also provid 
interstate and international telexmmunications services pursuant to authotlty ofthe liedm 
Communications Commission (“FCC”). 
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Coastal, a Tennessee L b h d  LiabiQ Company, is currently composed of r 
uiwbtf entities - the Andrew U Bursten 1994 Tnist and &e Riva Bursten 1994 Trwt 
Coastal maintains its headquarters at 2 Riveway, Suite 800, Houston, Texas 77056. Coa 
provides resold intrastate interexchage telw;o~u~ri~rions d c t s  in nidc state,  includiq 
Kentucky, Coastal teceived its authority to provide telecommunicatiom setvices in Kentucl 
April 22,1996, in Case No. 96-106. 

On Janw 11,1999, Eclipse and Coastal executed a Purchase Agreement 
("Agreement*). Eclipse and IXC Internet Services, Pnc. ("rxC Intmct"), an affiliate of Ecl 
will acquire the current membership interests in Coastal after requisite rewlatpry approvals 
been obtained.' Eclipse and IXC Internet will purchase 100 percent of the munbership intr 
Li Coastal, which arc CUirentJy owned equally by two trusts - the Andrew M Bursten 1994 
and the Eva Bursten 1994 Trust. Eclipse wiU acquire a 99 percent membership interest anc 
Internet will acquire a cme percent membership interest. Upon acquisition dthc membershi 
interests, Coastal will be merged with and into Eclipse? Eclipse will be the survivor of the I 
with C~a~tal, and Coastal win mender its certification in Kentucky. 

Eclipse's and Coastal's w e n t  customers will not be affected adversely by th 
proposed acquisition. In taking over Coastal's operations, Eclipse will iricorporatc into its t 
Coastal's tariEkd prices, terms, and conditions of senice for cum Coastal customers. Fu 
the Parties will send appropriate notifications to the affected customers. A.ccor6&, the 
y~uposed transaction will in no way disrupt mMce or cause inconvenience or confiwinn in 
Coastal's customers. Similarly, the proposed transaction will have no effct on the operatic 
Eclipse, which will continue to provide telecommunications seNices to its inpastate C~~SLOIU 

pirsliarrt to its existing authorization. The current management ofEclipse will not cfiaage B 

W. 

Coastal is a Temessee limited liability company, and Tennessee law requires Coasta 
have at least two members, IXC Internet provides Internet seIvicxs aud is uot engagd in tl 
prnvisian of interexchange or local telecommunications services. 

1 

2 As part of the same transaction in which Eclipse is acquiring Coastal Eclipse is also 
aqubing the membership interests of a Wisconsin limited liability company also named Coa 
TeIwm Limited Liability Company ('W~sconsin Cuaslal"). Thc two ament mcfibcrs of C 
are also the members of Wisconsin Coastal, which does not operate in Kentucky. Under 
Wisccnsln law, Wisconsin Coastal atmot be merged directly into Eclipse, a Delaware 
corporation. Accordingly, Wisconsin Cnaqtal will be merged into Coastal, immediately pdoi 
Coastal's merger into l%lipw. The merger of Wisconsin Coastal into Coastal i s  a mere forn 
and will nab in any way affeFt Coaskrl's GW mit operations or propascd rncrga into Eclipse. 
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result of the transaction. Coastal's management team and employees will also remain in plai 
employees urEl;liyse. 

As set forth above, Eclipse 1~ a wholly OWEL& SubsidkUy Of IXC-CSI., which 
wholly owned whsidiary of IXC, a publicly traded company. MC iS financidy well qualifil 
October 1995, IXC h e d  and sold notes in the aggregate principal amount of %285,OOO,o(] 
~ t u t i o d  and iiu;l&ed invcstorS. In July 1996, me's stid pubb offering Of 
generated net proceeds (before expenses) of approxjmately $83,000,000 h additiod capit; 
the company. In Apd 1997, IXC comlp2eted the sale of $100 rnifion of'7%% Junior Convc 
Preferred Stock Due 2nQ7. Tn August 1997, IXC completed the sale of $300 million of 121 
Junior Exchangeable Prefmed Stock Due 2009. Ln March 1998, IXC completed the sale c 
Depositary Shares of 6 314% Crruiuli3tive Convertible Preferred Stock, which resuited in ne 
proceeds of approximately $128 million for the company. In April 1998, IXC rpised 
approxhately %45O million through the b c e  of 9% S&or Subordinated Notes Uue 20 
Most recently, in October 1 W X ,  TXC-CSI established a $600 million credit hility. 

The tmwfer uf wuh ul described abow is clearly in the pubk intomst. The 
proposed transaction will. bring together Eclipse and C o d ,  two rapidly growkg provida 
interexchange t e lmdcat ions  services. The combination of the two companies' m u  
and expertise will strengthen competition ?n the interexchange marketplace in K m  ant 

elsewhere, by permitting the combined companies to compete more effectively with larger I 
currently providing service in Kentucky. 

'---- 

The transaction will also mmbiie the complementary management skslls, 
background, and experience of Eclipse and Coastal, sllawine; the c n r n p b  to capitalize ~1 
build on the diverse expertise of each company in providing telecommunications services ti 
pubhc. In addition, the transfix of contra1 will enable the cumbhd coiiiyanies to rcalizc 
significant econoxdc and marketing &ciencies and enhancements, pemhbg Sigmficant sz 
in operaSing costs and capital expenditures. In sum, the proposed tmuaction will bene& tl 
public G t t ~ r ~ S t  by enhancing the ability ofthe combined companies to offer a RtU range of 
competitivdy p l i d  services h the interexchange marketplprace, thereby M e r  bvigondtq 
interexchange competition in Kentucky. 

It is the Parties' understanding that prior Cornmission approval is not requh 
the transaction dcscriicd above. In tha event, howevery that the Cohsdon  detemhes tl 
approval is required, please consider this letter as a request for expedited approval. Absen 
written notice to the contrary within 3 0  days of the date of this later, the Parties will t u s u  
further action is required and will mnsummate the merger as planned. 
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Enclosed please find an Adoption Notice. Also enclosed are ten (10) copk 
receipt wpy wfthis letter. Please filc-stpmp and returr~ the receipt copy in the self-addrew 
stamped envelope provided. Please contact the undersigned with any questions or c o r n  
regarding tbis t r d o n .  

Kristie Stokes Hassett 
RcbouJ MrreMurray, Hew&., 
Maynard & Kristol 
Suite 4U6 
1111 19thStreet.N.W. 
Weshington, D.C. 2036 

Attorneys for Eclipse T~WCI~.IIIUXI~I  
he. 

Leon N~walsky 
Nowalsky, Bronston & Gothard, L.L.P, 
Suite 1442 
3500 N. Causeway Boulevard 
Metairie,LA 70002 

Attorney for Coastal Telecom Limited 
Liability Company 

Enclosures 

b 

7267.1 4 

@I 008 

and a 
1, 
S 

ions, 



. ~ _ . .  .-- 08/21/01 08:ll F.4B 512 328 7902 --._ --.---. I -  

P.S.C. Ky. ildoptionNotiee No. 

The undersigned Eclipse Telemmecations. Inc., a Delaware corporation, hereby 

adopts, rases, and d e s  i& own, in every pcspcct as ifthe same had been originally filed 

Service Commission ofKentucky by Coastal Limited Liability Company, a Tennessee limitr 

liability company, and in effect on the lX day of May* 1999, the &e on which the public D 

business ofthe said Coastal L M t d  Liabilily Company will bc tokm over by Eclipse. 

This notice is issued on the Zd day of February, 1 W9, in conibrmity with 807 KAl 

5 9 1  1, Section 11 of the Regulations for the fling of Tarif& ofpublic Utilities with the Pub 

Service Commission of Kentucky- 
W 

Counsel for Eclipse Telecommutticatic 
Inc. 

Authorized by K.P. S.C. Order No. E3.A. 
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