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Re: Informational Filing Regarding a Pro Foi~iia Ilitel~ial Restructuriiig 
Ilivolvilia XO Comliiunications Services, Ilic. 

Dear Ms. Bell: 

XO Communications Services, Inc. ("XOCS"), an authorized telecolnlnuliicatiolis 
carrier in I'entucky, by its attorneys, hereby respectfully notifies the I<entuclcy Public Service 
Corlilnissioli ("Col~lmission") of a pro follna intellla1 corporate restructuring wliereby Carl C. 
Icalui, wlio beiieficially holds approxilnately 61% of tile equity and voting interests in XOCS7s 
parent, XO Comiiiulzications, Inc. ("XO") at the present time, will obtain 100% ultimate 
owiiersliip arid colitrol of XOCS. More specifically, as described below, XO will lnerge witli 
and illto a riewly-formed subsidiary of XO, XO Communicatiol~s, LLC ("XO LLC"), with XO 
L,L,C survivilig and becoming tlie iiew direct parelit colmpany of XOCS. Thougli his owliersliip 
and colitrol of Elk Associates LLC ("Elk"), Carl C. Icalin will hold 100% of the issued aiid 
outstaliding membersliip interests of XO LLC after tlie transaction. Tlius, both before and after 
tlze restructuring, Mr. Icalm will have ultimate liiajority ownership and colitrol of XOCS. 
Because of the pro foi-ilia nature of this transaction, XOCS believes that no prior approval is 
required to consummate tlie restructuring described herein. XOCS's ultiinate ownership will 
remain tlie same, its autliorization to provide telecommunicatiolis selvices will reinaili in place, 
and its custo~iiers will not be affected ill ally way as they will contilzue to be offered the same 
services by tlze same service provider witli tlie same name at tlie same rates, telliis and coliditiolis 
as at present. Tlzus, XOCS s~~bmi t s  this filing solely for tlze Commission's inforiiiatioii and to 
keep its records current. 
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I. XO COMMUNICATIONS, INC. 

XO Cominunications, Inc. ("XO"), a Delaware corporation located at 11 11 1 
Sunset Hills Road, Reston, Virginia 20190-5339, is a leading national provider of local and long 
distance telecomni~~ilicatiol~s seivices to businesses, large entel-prises and telecolnniunications 
carriers. XO delivers its services over its own network of inetropolitaii fiber rings arid long Iiaul 
fiber optic facilities and tlwougli the use of facilities and services leased or purchased from third 
party carriers, including inctun~bent local excl~ailge carriers. In addition, XO's wholly-owned 
subsidiary, LMDS Holdings, Iizc. ("LMDS"), holds wireless licenses in the LMDS and 39 GHz 
bands as well as related fixed broadband wireless spectrmn assets. 

XO is authorized by the Federal Communications Coiimission to provide 
interstate and intelxational telecornilzuizicatioizs services. Tlu-ougll XOCS and other subsidiaries 
of XO, XO Virginia, LLC, Coast to Coast Telecommui~icatioi~s, hic. and Telecoi~lilzullicatiol~s of 
Nevada, L,L,C, XO is authorized to provide intrastate interexcl~ange services virtrrally nationwide, 
and to provide competitive local exchange services in 47 states. h1 Kentucky, XOCS is 
authorized to provide local exchange and interexchange telecormuilications.' Thus, XOCS and 
its corporate parent, XO, have been found by this Coiilmission to possess the requisite financial, 
managerial arid technical qualifications necessary to operate as a provider of intrastate 
telecomi~~unicatioris seivices in ~ ~ e n t u c l c ~ . ~  

As noted above, XOCS currently is ultimately majority owned and controlled by 
Carl C. Icahl. Specifically, at present, Cardiff Holding LLC ("Cardiff') beneficially holds 
approxiinately 61 % of the equity and voting interests in XO. Cardiff is indirectly, wholly-owned 
and controlled by Carl C. Ical-m, through his owilersliip and control of certain companies that 
hold ownersliip interests in Cardiff. Wlien XO emerged froill banknlptcy, the parties iiifornzed 
the Cominissioiz at that tinie that Carl C. Icalm, tlu-ouglz his owriership of various companies, 
would be the new majority owner of the newly reorganized XO. The parties filed notification of 
the transfer of control of XO to Mr. Icalm on November 7, 2002. Here, the ownersl~ip is not 
chariging - after the pro foilzza restructuring, XOCS will coiitiriue to be majority owned and 
controlled by Mr. Icalu~. Tlle Corriinission has already passed on this ownership stnlcture, so 
there is no need for tlie Commission to act again. 

1 XOCS filed a notice and tariff to provide local excliaiige and iizterexclzaizge seivices 011 
July 23, 2004, as a result of a coi-porate restructuring. 

2 XO's most recent Annual Repoi-t and Forill 10-Q which contains the consolidated 
financial statements of XO and subsidiaries can be accessed as www.xo.coin. 
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11. PRO FORMA RJ3STRUCTURING 

The pro fornia restructuring of XOCS will occur in colviection wit11 a larger 
overall trailsactioli whereby XO is spilxiing off its wireless business from its wireline business. 
Tlie businesses will be sti-ucturally separate, but both will be ultiinately majority owned and 
controlled by Carl C. Icalv~. On Noveniber 4, 2005, XO entered into a11 Equity Purchase 
Agreelneiit ("Equity P~~rcliase Agreemelit") witli XO Holdings, Iiic. ("Holdings"), a newly- 
formed subsidiary of XO, and Elk Associates LLC ("Elk"), pursuant to which XO will sell its 
national wirelilie telecommunications business to Elk. To accoinplisl~ the sale, XO llas created 
two new wholly-owned subsidiaries - Holdings, a Delaware coq~oration that is a direct 
subsidiary of XO, and XO Coi~in~uilications, LLC ("XO LLC"), a Delaware limited liability 
colnpany that is a direct subsidiary of Holdings. XO will inerge with and illto XO LL,C, witli XO 
L,L,C being tlle suiviving entity, and XOCS becolning a subsidiary of XO L,LC (the 
"Restructuring ~erger"). '  

Upon corisuinrrlation of tlie Restl~~ctming Merger, eacli share of conimon stoclc of 
XO that is outstanding irninediately prior to the Restlx~cturing Merger will be converted into the 
right to receive one share of comlnon stock of Holdings, and each share of prefei-sed stoclc, 
warrant, and stock option of XO outstanding iminediately prior to the Restructuring Merger will 
be convei-tible at the option of the holder illto shares of Holdings common stoclc on the same 
tenns and conditions as applicable to such securities prior to the Restructuring Merger. 
Following these actions, all of the outstanding liiel~~ber interests in XO LLC will be sold to Elk 
for an aggregate purchase price of $700 inillion in cash, subject to certain adjustments. Closing 
is contingent on receipt of all necessary regulatory approvals, among other things. Diagsa~zls 
showing the corporate organizational structure before and after closing are appended hereto as 
Attnchnzerzt I .  

Tlle "XO Comnzunications" brand narne will be transferred to XO LLC at closing 
and will therefore remain with the wirelilie business. Holdings will retain tlie fixed broadband 
wireless spectrum licellses and other assets tluougl~ its ownership of LMDS Holdings, and will 
coinnience operations under a new na~ne. The proceeds from the sale of the wireline busiliess 
will be used to repay XO's outstanding long-tell11 debt; to offer to redeem, at tlie closing of tlie 
sale, XO's outstanding preferred stoclc; and to find tlie growth and development of tlie wireless 
business. Once the sale is completed, the wireless business will be debt-free and is cul-sently 
expected to have in excess of $300 lnillion in cash to fund its operations and for other corporate 
purposes. The sale of XO L,LC is expected to close in early 2006. 

3 XO L,LC will also distribute 100 percent of the outstanding sliares of the common stoclc 
of L,MDS Holdings to Holdings, at wllicli time LMDS Holdings will become a wkolly- 
owned subsidiary of Holdings (the "LMDS Transfer"). 

DC0 1 lBARKlU24 1895 I 
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The transactions contemplated by the Equity Purchase Agreement, including the 
Restructuring Merger and the LMDS Transfer, are pro fornzn in nature because they do not result 
in a change in the actual controllii~g party. Ellc is an entity that is owned and corltrolled by X 0 7 s  
controlling sharel~older, Mr. Icalu~. XOCS notes that the proposed transaction will be effectively 
transparent to XOCS's customers. XOCS's ultimate ownersl~ip will remain the same, its 
a~~thorization to provide telecoillrrlullicatiolls services will remain in place, aizd its customers will 
not be affected in any way as they will continue to be offered the same services by the same 
service provider with the san~e name at the same rates, tenns and co~lditions as at present. Thus, 
XOCS submits this filing solely for the Commission's inforinatioil and to lceep its records 
current. 

111. PUB1,IC INTEREST 

This minor restructuring will not adversely affect the public interest. It involves 
no cllange in the name or identity of the entity providing service to customers nor does it propose 
any change to the rates, tenns and conditions of such service. The restructuring does not affect 
management or the technical or financial qualifications of XOCS as all managerial, technical and 
fillallcia1 resources previously available to it will continue to be available. The scope of those 
resources can be seen in the publicly available Securities and Exchange Coinmission filings of 
XO, which currently is publicly traded. Thus, this transaction will be entirely trailsparent to 
customers. XOCS is now, and will continue to be, majority owlled and controlled by Carl C. 
Icalul; th~rs, the transaction described herein is pro fonna I11 nature. 

XOCS cornpetes with nu~nerous other interexcharlge carriers and enhanced 
network providers as well as the incumbent local exchange carriers and other competitive local 
exchange carriers. Because the public interest is best served by assuring the presence of 
nulnerous telecolninu~zicatiol~s competitors, it is ilnportalit to provide sucll competitors sucli as 
XO wit11 the flexibility to arrange their ownersl~ip in the manner they deem most appropriate to 
cal-ry on their business so long as tllere is no adverse inipact on the pu~blic. To deny such 
flexibility would discourage new colnpetitors fiom entering the state and would encourage 
existing coinpetitors to seelc a rnore favorable regulatory envirolunent elsewl~ere, neither of 
whicl~ would erdlailce the public interest. 



Ms. Stephanie Bell 
December 8,2005 
Page Five 

As tliis intenial restructurillg is pro fonna in nature and the majority ownersliip of 
XOCS will remain the same, XOCS is sublnitting tliis letter for tlie Commission's infor~i~ation 
only and request that it be retained in the appropriate file. Enclosed please find a duplicate of 
this letter, four (4) copies and a self-addressed, postage-paid envelope. Please date-stamp the 
duplicate upon receipt and return it ill the elivelope provided. Should tlie Conimission have any 
questions or believe that ariy fi~rtlzer illfonriatiori is required, please contact Katherine Barlter 
Marshall at (202) 955-9669. 

Respectfully sublilitted, 

B;ad E. M~ltsclielknaus 
Melissa S. Conway 
I<atlierilie Barlter Marshall 
ICEL,LEY DRYE & WARREN LL,P 
1200 Niiieteentli Street, NW 
Suite 500 
Washington, D.C. 20036 
(202) 955-9600 

Its Counsel 

Enclosures 









STRUCTURE FOLLOWING LMDS TRANSFER 
AND XO COMMUNICATIONS SALE TO ELK ASSOCIATES 

XO Communications, LLC c 
XO Communications 

XO Virginia, Fi LMDS Holdings, Inc. 

I /  Elk Associates LLC ("Ell<") will hold 100% of the issued and o~~tstanding membership interests of XO Cointnunications, LLC. EIk is wholly owned and 
controlled by Carl C. Icalm. T~ILIS, Carl C. Icahn will retain ultiillate majority ownership and control of the XO operating subsidiaries. 

21 Cardiff will beneficially hold approximately 61% of the equity and voting interests in XO Holdings, Inc. Cardiff is indirectly, wholly owned and coiltrolled by 
Carl C. Icalu~ tluough his ownership and control of various inteimediary conlpailies that hold ownership interests in Cardiff. 


