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I. BY THE COMMISSION

A. Statement

1. This matter comes before the Commission for consideration of a joint application filed by Talk America Holdings, Inc., Talk America Inc., LDMI Telecommunications, Inc., Cavalier Telephone Corporation and CavTel Holdings LLC (together, Applicants) for approval of an indirect transfer of control.   The application was filed on October 2, 2006, and requested approval to enter into certain related financing transactions required to consummate the acquisition of Talk America Inc. (Talk America) and LDMI Telecommunications, Inc. (LDMI) by CavTel Holdings, LLC (CavTel Holdings).

2. On December 6, 2000 Talk America was granted a certificate of public convenience and necessity (CPCN) to provide local exchange telecommunications services and emerging competitive telecommunications services in Colorado (Docket No. 00A-584T, Decision No.C00-1388).   Talk America filed a Local Exchange and Emerging Competitive Services Tariff that was effective February 26, 2001.  LDMI holds a toll reseller registration to provide resold toll telecommunications services in Colorado only, and thus is not considered a regulated entity.  

3. The applicant, Cavalier Telephone Corporation (CTC) is the parent entity and has direct ownership of its subsidiary, CavTel Holdings.  CavTel Holdings directly owns the subsidiary Cavalier Acquisition Corp., which was formed for the purpose of effecting the transfer of control of Talk America Holdings and its subsidiaries, which includes the regulated entity Talk America and registered toll reseller LDMI.  Following the transfer, CavTel Holdings will have indirect control of Talk America and LDMI.  No transfer of certificates, assets, or customers will result.  The Applicants represent that the regulated entities will continue to provide service to existing customers in Colorado under the same rates, terms, and conditions existing prior to the transfer. 

4. The Applicants seek Commission approval of the financing transactions required to consummate the acquisition.  According to the application, both Talk America and LDMI will be co-guarantors of various credit instruments to be obtained from a syndication of lenders; however, neither company will be a borrower.  As co-guarantors, Talk America and LDMI are to pledge the entirety of their assets as security, therefore encumbering the CPCN authority of Talk America granted by this Commission.   

5. Commission Staff posed various questions to the Applicants’ representative on October 13, 2006.  On October 23, 2006, in response to the questions posed by Commission Staff, Applicants’ representative stated that the final financing agreement will specifically exclude the CPCN of Talk America, Inc. that was granted by this Commission.  The Applicants’ representative further stated that CTC will agree to provide the final financing agreement to the Commission upon consummation of the transfer, demonstrating that the CPCN authority of Talk America has been removed from the terms and conditions of the financing agreement. 

6. On October 5, 2006, the Commission issued a Notice of Application Filed, giving notice to all interested parties.  Interventions were due on or before November 6, 2006.  No interventions were filed.

B. Discussion

7. The response of Applicants’ representative indicates that the contemplated encumbrance of assets will exclude the Commission-issued authority of the regulated company Talk America in the executed financing agreement.  The Commission has authority regarding encumbrances pursuant to §§ 40-15-204 and 40-15-303, C.R.S.  Both statutory sections identify a CPCN as a property right that can only be encumbered upon authorization of the Commission.  Since the Commission issued CPCNs will be excluded from the final financing agreement and will not be encumbered, we find that no Commission authority to enter into the contemplated encumbrance transaction is required.  
II. ORDER

A. The Commission Orders That:

1. The joint application filed by Talk America Holdings, Inc., Talk America Inc., LDMI Telecommunications, Inc., Cavalier Telephone Corporation and CavTel Holdings LLC for approval of an indirect transfer of control does not require authorization by this Commission.

2. The joint applicants shall provide a copy, in this docket, of the executed financing agreement relating to the transfer of control no later than December 31, 2006.  The specific language that excludes the Commission issued telecommunications authority granted to Talk America, Inc. shall be referenced in the cover sheet of the financing agreement.  
3. In the event the consummation of the transfer of control is delayed, the applicants shall notify the Commission of the delay and provide the date on which the copy of the final financing agreement will be provided.

4. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
November 15, 2006.
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