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RCN TELECOM SERVI CES OF PENNSYLVANI A, | NC., RCN TELEcCOM
SERVI CES, | NC., RCN TELECOM SERVI CES OF NEw HAMPSHI RE,
| NC., AND RCN LONG Di STANCE COVPANY
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Order Approving Mergers, Transfer of Certificates of Authority
and Corporate Restructuring

ORDER NO 23,467

May 8, 2000
PROCEDURAL HI STORY AND BACKGROUND

In 1997, RCN Long Di stance Conpany (RCN LD)received
aut horization to provide intrastate interexchange services in
the State of New Hampshire via Authorization No. |XC 23197
dat ed Septenmber 13, 1997. RCN Tel ecom Servi ces of New
Hanpshire, Inc. (RCN of NH) received authority to provide
swi tched and non-switched intrastate |ocal exchange
tel ecomuni cations services in the service territory of Bell
Atlantic by way of Order No. 23,192 (April 6, 1999).

On Septenber 24, 1999, RCN Tel ecom Servi ces of
Pennsyl vania, Inc. (RCN of PA); RCN Tel ecom Services, Inc.
(RCN TS); RCN of NH, a wholly owned subsidiary of RCN TS; and
RCN LD, a subsidiary of RCN of PA (collectively the
Petitioners) filed with the New Hanpshire Public Utilities
Comm ssion (Comm ssion), a joint petition requesting authority

to merge RCN of NH, RCN TS, and RCN LD into RCN of PA and to
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transfer RCN of NH s and RCN LD s tel econmuni cation
certificates of authority to RCN of PA. The petition asserts
that RCN of PA's name will be changed to RCN Tel ecom Servi ces,
Inc. and it is this renamed conpany that will assunme the
certifications and operations of RCN of NH and RCN LD. The
petition also advises the Conm ssion that RCN of PA will not
assunme the certification or operations of an indirect
subsi di ary, Starpower Conmmunications, LLC. Starpower will
remai n an i ndependent corporate entity and RCN of PA w ||
become Starpower’s indirect corporate parent.

RCN of PA, RCN of NH, and RCN LD al so request
approval, nunc pro tunc, for a Credit Facility whereby RCN of
PA, as borrower, and RCN of NH and RCN LD, as guarantors, wll
assume certain obligations under a RCN Corporation credit
agreenent. The petition al so asks that the Conm ssion
aut hori ze, nunc pro tunc, RCN NH and RCN LD to nortgage their
i cences in New Hanpshire, as the Credit Facility is secured
by the assets of RCN Corporation, which include the |icenses
of RCN of NH and RCN LD
1. DESCRIPTI ON OF THE TRANSACTI ON

A. Cor porate Restructuring

The Petitioners request:

(1) RCN LD certificate of authority to provide
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intralLATA toll service in New Hanpshire be transferred to RCN
of PA; and (2) RCN of NH certificate of authority to provide
swi tched and non-switched intrastate |ocal exchange
tel ecomruni cations in the service area of Bell Atlantic to be
transferred to RCN of PA; and

(3) authority for the proposed corporate
restructuring that will include a nerger of RCN LD into RCN of
PA; a nmerger of RCN of NH into RCN TS, which will then be
merged into its direct parent RCN of PA; and, a nanme change of
RCN of PA to RCN Tel ecom Services, Inc.

The Petitioners assert that the proposed corporate
restructuring is strictly pro forma and will not adversely
affect the provision of teleconmunications services in New
Hampshire as the rates, terns, service and operation of RCN of
NH and RCN LD wi |l not change.

I n conpliance with Puc Rul es Chapter 1300, RCN
of PA submtted data to support its assertion of financial
resources, managerial qualifications, and technical conpetence
sufficient to neet the standards set out in Puc 1304.01 (b),
(e), (f), and (g). Further information regardi ng RCN
Corporation and its subsidiaries is contained in the record of
DE 98-081. Staff has reviewed all the data and affirms RCN of

PA has evidenced that it nmeets all Conpetitive Local Exchange
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Carrier standards for conpetence, resources and
qual i fications.
B. Credit Facility

Pursuant to RSA 369:2, the Petitioners are
requesti ng Conmm ssion approval, nunc pro tunc, of a Credit
Facility and aut horization, nunc pro tunc, to nortgage their
New Hanpshire Tel ecommunication Certificate of Authorities.

On June 30, 1999, RCN Corporation, the corporate
parent, and its subsidiaries entered into a $1 Billion Senior
Secured Credit Facility with Chase Manhattan Bank and ot hers
on June 3, 1999. The Credit Facility is secured by the assets
of RCN Corporation including the |licenses of RCN of NH and RCN
LD. The Credit Facility consists of a revolving credit
facility and two loan facilities with various terns that do
not exceed eight years. Proceeds fromthe Credit Facility
will be used for construction of telecomunication facilities
t hroughout the United States.

LT COWM SSI ON ANALYSI S

RSA 374:30 requires a finding that the transfer of a
utility’ s “franchi se, works or systent is for the public good.
RCN Cor poration asserts that the proposed corporate
restructuring will enable the conpany to reduce its

adm ni strative and operati ng expenses; realize operational and
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managenent efficiencies and other corporate benefits, thus
enhancing its conpetitive position in New Hanpshire. The
Petitioners represent that the transaction will be transparent
to RSN of NH and RSN LD custonmers and will not adversely
affect the provision of teleconmmunications in New Hanpshire
but will increase the financial strength of the entity that is
provi di ng services in New Hanpshire.

We have found in the past that RCN of NH has
evi denced technical, managerial, and financial conpetence. In
this instance Staff has reviewed the updated financials filed
with this petition and believes the Petitioners remain
financially and operationally qualified. Accordingly, we find
t he proposed transfer of operating authority certificates of
RCN LD and RCN NH to RCN of PA will result in no net harm
which is the standard by which we eval uate nmerger petitions.
See, Re Eastern Utility Associates, 76 NH PUC 236 (1991). The
transfer of control may in fact produce net benefits to RCN s
customers. We will, therefore, approve the Petition, as it
relates to the pro forma restructuring.

Upon approval of the petition, RCN of NH and RCN LD
will refile its New Hanpshire tariff to reflect RCN Tel ecom
Services, Inc. as the operating entity. W also direct RCN of

NH and RCN LD to provide notice to each custoner of the



DT 99- 158 - 6-

acquisition of RCN of NH and RCN LD by RCN of PA. W will not
require that RCN of NH and RCN LD provide all custoners with
an opportunity to change carriers w thout additional charge.

We have al so been asked to approve a credit facility
and aut horize RCN NH and RCN LD to nortgage their licenses in
accordance with RSA 369:2. Pursuant to RSA 369:2 a utility
may, with the approval of the Comm ssion, nortgage its
certificate of authority in order to secure its obligation
under a credit facility. See generally, Re ACC Corporation,
80 NH PUC 581 (1995).

We note that RCN NH and RCN LD operate in the
i nt erexchange resale carrier market for which traditional rate
of return regul ati on does not apply. Accordingly, the failure
of an interexchange carrier as a result of inappropriate
financing arrangenents will be the burden of the conpany’s
st ockhol ders and not harmthe public interest. See Re WI Tel
of New Hanmpshire, Inc., 79 NH PUC 671, 672 (1994).
Nonet hel ess, we are concerned about the encunbrance of a
certificate of authority which was specifically granted to a
particul ar conpany based on a show ng of financial, technical
and operational conpetence. W have the same authority to

revoke a certificate of authority as we have to grant one. See

Cl arenont Gas Light Conpany, 68 NH PUC 231, 251
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(1983)[citations omtted]. Moreover, a transfer of such
certificate is subject to our approval. Thus, if the Conpany
defaults on its credit facility we nust approve the transfer
of the certificate to any new hol der. Any approval of the
credit facility does not nean we approve the transfer should a
default occur. W will, therefore, approve the nortgage in
accordance with RSA 369:2 subject to our being notified if
default occurs. Such notification is necessary in order that
we may review the nerits of the transfer at that tine.

Based upon the foregoing, it is hereby

ORDERED, that the nerger of RCN Tel ecom Services of
New Hanpshire, Inc. and RCN Long Di stance Conpany with and
into RCN Tel ecom Servi ces of Pennsylvania, Inc. is hereby
APPROVED; and it is

FURTHER ORDERED, that the assignnent of RCN of New
Hanmpshire, Inc.’s Certificate of Authority to provide |ocal
exchange tel ecommuni cati ons in New Hanmpshire i s APPROVED; and
it is

FURTHER ORDERED, that the assignnment of RCN Long
Di stance Conpany’'s Certificate of Authority to provide
intraLATA toll service in New Hanpshire is APPROVED;, and it is

FURTHER ORDERED, that the name change of RCN of

Pennsyl vania, Inc. to RCN Tel ecom Services, Inc. is APPROVED;
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and it is
FURTHER ORDERED, that the Credit Facility and the
nort gagi ng of RCN of New Hanpshire, Inc.’s and RCN Long
Di stance Conpany’s Certificate of Authority in New Hanpshire
is Authorized nunc pro tunc, as described herein.
By order of the Public Utilities Conm ssion of New

Hanmpshire this eighth day of May, 2000.

Douglas L. Patch Susan S. Ceiger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Thomas B. CGetz
Executive Director and Secretary



