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Danielle Brrrt, Esquire
Bingham MeCutchen LLP
ZQZQK Street N.W.
WashingIoü, DC 20006- I 806

RE:

STATE OF ÞE¡.AWARE
PUELT.q gËRt,TGE ËOIVTMISÊIG}N

66 1 Srr-ven Llxe Eouuev*no
gÄ¡t¡¡ol* Bu¡lptrç, SulïE loO

, ÞovERt DEL¡\wARE lggo4

May 12,20ll

MEMORANDUM

t-2

Sincerely

James G. Shong
Public Utilities fuialysr

Frx:

IN THE MATTER OF THE JOINT APPLICALTION OF LEVEL 3
COMMUNICATIONS, INC., APOLLO AMALGAMATION SUB, LLC,
BROADWAY COMhÁUNICATIONS, LLC, WILTEL
COMMUNICATIONS, LLC, TELCOVE OPERATIONS, LLC, GLOBAL
cRossING NORTH AMERICA, INC., AT\ID GLOBAL CROSSING
TELECOMMUNICATIONS, INC. FOR APPROVAL OF THE TRANSFER
OF CONTROL AND RELATED TRAhISACTIONS INCLUDING
CERTAIN FINANCING ARRANGEMENT$ (FILED APRIL t E, 201 1)

l9

Dear Ms. Burt

. After discussion afld review of my rnemorandum dated May, 4, 2011, the
Commission took no action in PSc Docket No. I l-zlg. If you *out¿iiku, I will send
you a copy of the minutes of the May 10, 2011 commission Meeting.

Attachment
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TO The Chair and Members of the Commission

FROM: Jim Shong, public Utilities Analysr

IN THE MATTER OF THE JOINT APPLICATION OF LEVHL 3
COMMUNICATIONS, INC., APOLLO AMALGAMATION SUB,
LLC, BROADWAY COMMLNICATIONS, LLC, W]LTEL

COMMUNICATTONS, LLC, TELCOVE OpERAiroNs, ilc,
GLOBAL CROSSING NORTH AMERICA, INC, AND 

'

GLOBAL CRO SSING TELECOMMLINICATIONS, INC. FOR
APPROVAL OF THE TRANSFER OF CONTROL AND
RELATED TRANSACTIONS INCLUDING CERTAIN
FINANCING ARRANGEMENTS (FILED APRrL lE, 201t)
PSC NO

M

I l-219

Sumrys{y of the' Applisarion

Level 3 Çommunications, Inc. ("Level 3"), and its direct and indirect
rubsidiaries: (1) Apollo Amalgamation sub, tia_ (.,Apolio sub'); (z) Level j--__
commr¡nications, LLC (Level3 LLc); (3) Broadwiog Ço***îcations, LLC
f'Broadwing"); (4) WilTel Commr:nioations, LLC 1,.tMittel"); and (5) TelCove
Operations, LLC ("TelCove" âncl collectively with Ùevel gLlc,.Broadwing, and WilTel

sing North America,Inc. ("Global Crossing"),
Telecommunications, Inc. (..GC
3, Apollo Sub, Level 3 Companies, Global

crossing, and Gc Telecommunications, the "Applicants") submit ttris appticaiion that, if
approved, woul actiou whereby Level3, the
ultimate pârent of GÇ Telecommuni"aiions.
The Applicantr 

-^ ,^. for an indirect mlno.ity
ownership interest (of 24Yeto 26%) in the L iés.
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In additiorr, Applicants seek approval, to the extent required fot the
paticipahon of the ApplÍcants in certain new financing arrangements necossary to
accomplish the acquisition of GC Telecommunioations, as well as the participåtion of GC
Telecommunications in certatn existing finanoing arangtrments put in place by Level3's
subsidiary, Level 3 Financirrg,Inc. ("Level 3 F-inancing"),

Descriptio.n of the ApplicErts

Level3

Level 3 is a publicly traded (NASDAQ: LVLT) Dclaware corporation
with principal oflices in Broomfield, Ço, Apollo sub, is a Bermuda company and
wholly-owued subsidiary of Level 3, was recently formed for the purpose of
accomplishing the proposed hansaction. Level 3 is a CLEC that provides high,quality
voice and data services to oarriers, ISPs, and other busincss çustomers over its IÈ-based
network tfuough its wholly owned indirect subsidiaries, the lævel 3 Companies. In
Delaware, Level 3 is authorized to provide interexchange telecommunications services
pursuant to authorþ granted by the Delaware Public Service Commission
("Commission") in PSC Docket No. 98-l 14 through Order No. 4969 issued on December
l, 1998.
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Level 3 has several subsidiaries that are certifioated to provide
telecomrnunicatiorts services in Delaware. Broadwing is authorizetl to provide
interexchange and local exchange telecommunications servicçs prusuunt to authority
granted by the Commission in OrderNos. 65ó5 and 6174- WilTel is authorized to
provide resold telecommunications services prusuant to Order No. 5037 issued in Docket
No. 99'25 ou March 9,1999. TelCove is authorized to provide competitive local
exchange and interexchange telecommunications serviçes pursuant tô authority granted
by the Commission in Order 5586 in Docket Nos. 00-403 and 04426T.

Global Crpssing

Global Crossing, a New York oorporation, is headquartered in Rochester,
New York' Global Crossing's indirect operating subsidÍary, GC Tèlecommunications,
together with its other U.S. and intemational affiliates, provides telecornmunications
solutions over the world's first integrated global IP-based nctwork. Its core network
corurççts rnore ttra¡r 300 major cities in twenty-nine countries worldwíde, and delivers
services to more than 600 citíes in sixty countries and six continents around the globe,
GC Telecommr¡nications and other afñlietcs offer a full rarrge of managed data Ãrl voice
products to enterprise customers, carriers, mobile operators and ISps. 

-
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GC Telecp".mmurrisati on s

GC Telecoilunwrications is a Michigan corporation and wholly-owned
indirect zubsidiary of Global Crossing. GC Telecommunications is authorized to provide
telecornmrmicätions services as a competitive, nondominant cârrier pursuant 19
oertification, registration or tariffrequirernenls, or on a deregulated basis in all fifry states
and the District of Columbia. GC Telecommunications opcrates as a nondonrinant
domestic interstate telecommunications carrier under the FCC's blanket authority and
oPerates as an international telecommunjcations cauier through FCC authority held by
Globat Crossing. In Delawa¡e, GC Telecoffinunications is authorized to provide
tnterexchange telecommwrications servises ptusuant to authority gratrted by the
Commission in PSC Docket No. 95-194 on Deoember 20, 1995.

Description of the Transfer of Contol of QC Teleqomr4,!Ðications

on April I 1, 201 l, I,evel 3, Apollo sub, and Global crossing's indirect
parent company, Global Crossing Limited ("GCL'), Ëntered into an Agreement and plarr
ofAmalgamation (the "Agreement") whereþ Apollo sub and GCL wiu be merged
('*Amalgamated") under Bermuda Law. Pursuant to the Agreement, e¿c.h issued and
outstanding coüunon share and convertible prefened stock of GCL (other than any shares
owned by Level 3, GCL, or their respective subsidiaries and any dissenting shares) will b€
exchanged for shares of co¡umon stock of Level 3. Iu total, Level 3 ourrently exp€cts to
issue approximately 1.3 billion sha¡es. Following the merger of GCL and Apollo Sub,
the separate cotporate existence of Apollo Sub and GCL $'ill cease, a¡rd the combined
comPanyj renamËs Level3 GC, Limited, will exist as awtrolly o$¡ned subsidiary of Level
3 Financing and ultimately a wholly owned subsidiary of Level 3 LLC. As a result of the
transaction, Level 3 will indirectly çontrol oc Tcleoommunications, For the
Commission'g conveniçÌrçË, pre- arrd part tran$action organizational charts are provided
as Exhibit A, Pages I of 3,2 of 3, and 3 of 3.

Rarticipants in,Çenain Finffæing Alrang,e, ments of,Level 3 FinfftcinB

. Applicants request approval to authorize the Level3 Companies and GC
Telccomrnunications to partioipatE in certain financing arïangements in cónneetion with
thc transfer of control fransaction described hçrein. First, Level 3 Finarrcing, a wholly-
ownçd unregulated non-c¿rier subsidiary of Level3, plans to euter into a $650 mlfiiou
Tcrm Loan wrth a six-year maturity date. Level 3 Financing plans to lend the net
proceeds it receives to its subsidiary, Levcl 3 LLC, rn rehrrn for an intercompany demand
note, arld in turn, Lwel 3 LLC may lend the net proceeds to Level 3 Gc, Limitcd iD
return for an intercompany demand note. The Level 3 cornpanies and GC
Telecommr¡nications seek approval to pledge assets and act a.s guarafltors in support of
the $650 million Term Loan.
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Second, tn support of the merger transaction, Level 3 Finarrcing also plans
to either (a) issue $ I . I billion in Senior Notes in a registered public offlering or a private
placement or (b) enter into a $1.1 billion Bridge Loan with a one-ye4r maturity date from
closing ("Bridge Loan"). Pu¡suant to either arrangerxent, Level 3 Financing will lend the
net proceeds it receives to its subsidiary, Level 3 LLC, in retum for an intercompany
demand note, aad tn turn, Level 3 LLC may lend thc net procecdu to Level g GC, Lirnited
in retum for sn intercompany demand note. The proceeds from thc $1.1 billion Senior
Note or Bridge Loan financing arrangement will be used to repây the existing
indebtedness of Level3 GC, Limitbd. The Level3 Companies and GC
Telecommrurications seek approval to act as guarantors for the $1.1 billion financing
arrangement. Should Level 3 Financing errter into the $I.t billion Bridge Loen, Level l
Financing has the option at matruity of the Bridge Loan to either (l) refinance the Bridge
Loan by cnteriug into a Rollover Loan with a six-year matr:rity date or (2) replace the
Bridge Loan by issuing Exchange Notes with a six-year maturiry date. The Level 3
Companies and GC Teleoommunications also seek approval, as necesss-ry, to act âs
guarantors for either the Rollover Loan or the Exchange Notes.

lDdirect MinoriLv Ownership Trar,rsfer of the Lçvel 3 Compar-ries

Applicants request approval fo¡ an indirect minority hansfer of ownership
of the Level 3 Companies that will occur as a oonsequence for the merger transaction, As
a result of the exohange of shares in corurection with the merger, STT Crussing Ltd,, a
direct current investor in GCL and an indirect invcstor in Global Crossing and GC
Telecourmunications, will obtain a minority iuterest of approximately 24Yo to 26yo tn
Levcl 3, and indirectly in the Level 3.Companies. In addition, Southeastern Asset
ManagemenL Inc., which is cttrrently the largest Level 3 stockholder with an approximate
30% interest, will hold approximately 15% of Level 3. Other than STT Crossing Ltd.
and Souttreastem Asset Management, Inc., no other individu¿l or entity is expectãd 19
hold 10% or morË of Lçvel 3. Thc majority of Level 3 stock will continue to be helO Uy
current invçstors.

PAGE øË/Tø

Public l¡terest Considerations

The Applicants maintain that the transastions described in their
application will serve the public interest, The Appticants expect that the merger will
enable the combined entity to better meet the local, national, and global needJof
enterprises, wholesale buyers, and othcr çustomf.rs. The Applicant-ç state within their
application that the tuansaction will bring together two successful caricr organizations
that have proven themsclves in a highly competitive marketplace and assert that these
transactio¡s will help create a stronger competitor by bringing together each
organization's respective strengths. Operetion as an rntegrated company will allow each
of the operating oompanies to be more competitive and to deliver grËater value and
variety of scrvices to their çustomers than thuy do individually.
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The Applicants submit that the transactions will be conclucted in a rnaru¡er
that will be largely transparent to customers of the Level 3 Companies and GC
Telecommunicatiorts. The transactions will not result in a change of catrier for cu$torners
or any assignment of authorizations, and in no event will it result in the discontinuance,
reduction, los$, or impairment of service to çustomers. Following con$ummation of the
transactions, tåe Level 3 Companies anrt GC Telecommrurications will continue to
provide high-quality commr¡nications scrviçes to its customers without interruption and
without immediate change in rates, terms, or cond.itions.

Stçff Recommendation

Applications seek financing approval by large multi-state resellers of
competitive intastste telecorrununicatons services technically come under the provisions
of 26 Del' C $215 because thc ¡escllcrs a¡e deemed to be public utilities. The applicants
have represented that the proposed transaction is ín accordance wrth the law, foia ptoper
purpose, and consistent with the public interest. The Commission has previously allowed
such applications to beoome effective by statutory approval without Commission action.
The result seems appropriate undet the circumstsnces. $taffl therefore, recoÍunends that
the Commission not act on this application. This will have ttre effeot, rurder 26 Del, C.
$215, of the application being approved. Staffwill also acquire verification from the
Appliceurts that the proposed indireot tansfer of control has been completed.
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Pre-Transaction Level 3 Corporate Structure
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Pre-Transaction Global trossing Corporate Structure
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Post-Transaction Level 3 Corporate Structure
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