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Dear Ms. Bayo: 
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Transmitted herewith, on behalf of' K \I< · I ~·k~ ~>Ill In,· . . o , .• 111 "nt!mal ;md Jive ~~~pies of an 
application for Approval of an lnlr;tcorpnrak R ~·ot ~· .u t 11 · '' 11 •n .tnd f<da:~·d I'm 1-"twma l r;msfcr 
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h .. TOIU: Til ... 
... LORIDA J•liUU<. St-:IH H ·~-: ( '0 .\I.\IISSION 

In re Application of 

KMC TELECOM INC. 

for Approval of an lneracorporatc 
Reorganization and Related Pro Forma Transfer 
TransOJCtions 

APPI.I("..\TIO~ 

KMC Telecom Inc. ("KMC Telecom'). by 1ts lltlth:r~l~lll'd nlllmcl. herchy <~pJllics pursuant 

to F.S. A. § 364.33 for approval n me pro tww. to the t'\ll'lll n~·~·l"\:o.,Jr~. nl a sene:. '11' pm forma 

transactions related to the intracorporatc rcorganl/alloll ttl thl· l· , •ulp.m~ min a holding comrany-

subsidiary stnJcture. In the altemarivc. to tbc c~lcntch;Jt t:., f · .. nmu:-.,Hll• •klcmuncs. upon rcvtcw 

oftllc instant application, that approval ofthcst: tr,m..;adlnll'\ ,.., Dnl ll'llllln:d under ~lpJlhCablc statutcs 

and regulations, KMC Telecom requests that the ('onmHs'"' 111 ,,,,,~· an nrtkr dt:chni ng to ~·."<ere is.: 

jurisdiction and dismissing the appli..:ation. 

As explained in detail below, the JIC\V nrgatu/;lllonal -.trUl'llllc "Ill ~in: KMC' Tclccmn 

greater ac~e.ss to working capital and allow it to ~·slabh~h c\p.utdl·d .uhlllu•r~ cflktc:nt m:srkctmg and 

adrninisrrative operations. These intrttcorporutc changes an. C\Jll'\'h:d In '-lrl'll~lhl'lllhc l·ompauy's 

competitive position and improve it!i cnplll'lt)' to pru\ 11k lu~h qu.dlt~ h:kl'tllllfllllllll'attons SCJ"\'ICCS 

to consumers i.t Florida and elsewhere. "lhc rcorgaiH/al llm "1ll ri•H :-.ubstanllally affect the 

company's Florida management or operations ami \\Ill not ,· hall!~~·,/, · "'' '" l., •111r ul of til"" L:•>rnpany. 

Moreover, given that the changes arc: entirely illtr<ICurpt•rah:. rh~· Tl'Of1-!·lllil.lll11Jt :md rdatL'tl 



(ransaclions will not disrupt scn ·in: or 1•tlh.:n' • ~ l· Lllr .~~ (nnftr~wn or iucom·cmcncc to Honda 

customers. As explained below, h~'l.·;nrst· till' (urnp.ur~ h .• ._ nuupklcti th~·sc.: mtrucorporatc ~o.· hangcs. 

KMC respectfully requests authoril~ mm, I''" tw,, 

Applicant submits the followmg mli,rrnatu•n 111 :-.uppor! 111 !Ius ApplicoJiion: 

I. QESCBIPTION OF THE APPI.IL\~.I 

KMC Telecom is a privatc!y hdd I kl.t\\ .til' \'"'1'"1.11!1 ' 11 authontcd It• do husnlc:.~ in the 

State of Florida. Applicant's rcgi!>lcrcd •rg~o.·nt HI I· h•nda ,.., 

CT Corporation Sysll'lll:o. 

1200 South Pine Jslan<.l Rhod~· 

Planlation, Flori<.l.a ~~.1~"' 

Applicant maintains its principal place of husinc.:-.s ar 

1545 Route 206, Swtc JtJtl 

Bedminster, New Jcrsc) 0~'>2! - ~,'ir,-:­

(908) 719-2200 (Tel) 

By this Commission Orders dated Fchruar) I ~ .. ''''- II ,,,r~l·t ,,, 'ltd 2fl7 II l. h:hruary 

27, 1997 (Docket No. 96l.J94-TA) and Sl..'ptnllht.:r ~'- l'l'ltl tl>ol~l.'l ~o %o7~f•·lXl KMC 

Trlccom is authorized to provide intrastate mtl'll'' •l•.u t• ·· · ~< · k· o11111nu tu· .11rou~ 'L'I\' It' cs and 

altemati\<'C local exchange ami exchange accc:-. .. IL'klllllllllllllll o!llt>ll '>l'l\ \l'l'' Ill Fl,l.td.: KM(' 

Telecom is legally, technically, managcnally a111l ti J>t\1\ •• .th qu.d1linl t.• P'"' rd t.· the muast<rtc 

services authorized. KMC Telecom holds tltc fulhm IIIJ.! ll'lllli\·.,ll'' 1 ·l·rttlictll' :--iUJllllcrs ~71J:? . 

.11 KMC Telecom entered inru ttwsc uan~al..'lrun~ '' ' ok,l..'rtht.'d lwlow priu1arily ro 
ac.corrunodate import<~nt and time-!lensitive husincs-. anJ l..'urpor :llt' l..' llll:.Jllcrauom . hccaust' the 
rt:organiza.tion and related intracorporate transaclions ha\'l' no unp;KI on tht· naturl", quality or 

terms of servi~ be provided or on florida customers .mu u11<.'' n11t atlcl..'l .1 ~:h:m~t· in actual 
management of KM<.: Telecom's Florida operations. the ~o.·umJWI~ tnall\'Crtl'utly ,Jttl not w~k P• ior 
approval of such transactions. Consequently. KM< · uu\\ wd.' ;mthoriC) 11wll pro wm·. Tht:­
company will, in the fu:ure, seck all necessary Comn"'"un ;trprol al-. 1111 a timd~ h;t,.., 
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4733 and 4822. KMC Telecom is ,tl:-.1• .1uth1•tttcd In 1•tll l·1 :-.talc: public utility c.:ommiss1uns to 

provide rC$Oid interexchangc tclccomnuutH ,tiH•t '' ~,·r' '' r-. .11 1d , nut pctt \1\ t: lm:al c.~ change: and 

ILCCeiB services in ~eventeen slates. 

KMC Telecom was fom1cd ~IS a \."Oq lo/,t l lon \lho-.~· -. tnd .. 1~ a~ I OU" .. owned hy ll.tw ld 

Kamine. As explained in dctml in Scc:llmt Ill hc:h'". l..:~fl · I d 1x orn is now a wholly owned 

corporate subsidiaty of KMC Holdings, lm·. (''I\~ 1< · llold tH~ ' .. , \lr. 1\.anllnc owns a rnaJonty of 

the common stock of KMC Holdings. The: ntrrl·nt nnvnt.Jt t· -.tn tl" turc 1:. outlined in Section Ill 

below. This transaction will not affect scn·H:c lo anv nro,toll•L"r. ;nhl ''ill pn>lll<llc: provtsi,m nf lu~h 

quality competitive telecommuuH:<ttwns M'f\ lrl·~ 1t • the: n tl/l' ll" "I l· lt >nd;t 

II. DESIGNATED CONTACIS 

The designated contacts for corrc:.Jllllltl l· lh. ~· .Jiu I ' l'n· ,,, •• , .. , '''K' l"l l tl l l~: th t:. :\ppl t c<~t•on arc : 

with a copy lo: 

Catherine: Wang 
Mary Albert 
Swidler & Berlin. < 'h<~ rlt"rl·d 

3000 K Strccl. N W . Sutt~ ''HI 
W.tshington, LJ.l'. 20007 
(202) 424· 7500 (Tel) 
(202} 424· 764S (Fax) 

Tricia Breckenridge, V1<:c l'rl''[(k:•t \ l.tt 1-.1'1 I k1 d "ptncnl 
KMC Telecom hK 
J.S80 S. M ilwau~cc A venue 
Suite JOS 
Libertyville. Illinois Nlll-IS 

(84 7) 5 7J.()()()(J (Tel) 

(847) 573·0033 (fax) 
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Ill. REQUEST FOB APPROYAI. NltNC PRO 'Jl':"i(' 01: I~TRA('QRPQRAIE 
REQRGANIZATION AND REl ATED JRA!'ISAC'f)ONS 

KMC Telecom bRS determined that it <:an stren~lhl·n 1h l'ompcllll\ ~·position a.nd ultimately 

provide greater benefits to its customers hy n.:organl/lll!! mto a h11lduu:. cmnpany-suhsidiary 

structure. The specific corporate structure aJoptcd 1s c.:~pl.'~·h:,J lo ~o:nhancc significantly the 

company's access to working capital. and to ass1~1 thl· l'c>lliJMII~ 111 n:ah1111~ unponant marketing. 

operational, management and adminislrativc cfficil.'rKII.'S :nu/ nthcr rorpnr<~lc benefits that will 

ultimately benefit KMC Telecom's customers. The l'OlllJl.lll\ h., ... nl.,hh\ll<:d ;s structure whcrchy 

the former direct shareholders of KMC Tckn1111 rum l1~>ltl ,,,,nn ... lllp Jtll\·lc.:sts 111 thl' holdin~ 

CQmp<Uly, KMC Holdings, which, in tum, (lWns three wholly m~ ned suhsHlmrics: KMC Telecom, 

KMC Telecom Il,lnc. ( .. KMC II'J and KMC Tclec:mllul \'uv11ua. lnr l"K ~1< ··\'A") 'I he prcvinus 

and current corporalc structures arc depicl<:tl at b:luhtl A In on.lcr "' ma1111;un nuxunum husincl!s 

flexibility and to take advantage of a varicly of linan~·•n!' \dlldt"'· n·rta111 :uJmiruslrativc and 

business activities will be centralized in the h11ldm~ u•mp.u1~ .tntl the c<>mpany's 

telecommunications services will be provu.lcd thwugh 11' "P~'"'' IIH' "" h ,HI!.ull'' 

which became the holding company or KMC Tclc..:•llll ~HIIld!;llli.;PII'I>' "\H. lloldings ..:rcatcd a 

new subsidiary, KMC 11, also a Dclawar~. company 

Prjor to Jle resc.ructuring, Mr. Harold N. 1\anlllll' \\ .1~ thl.' d,,,·~·t lll.IJIInty sh:1rdmldcr of 

common stock in KMC Telecom. Today. Mr. K<mlllll' uMI~ !C ~ .... ofthl· romnwn sh><:k ()f KMC 

Holdings, the parent com;>anY of K.MC' Telecom ami K r-.1 ( · I I Ill~,.· 'l'lll·"'''ll!~ I 7 ~:·• .. of' ~·ommun 

stock is held by Nassau Capital Partners. L.P. ( l J\5'',.J. :\ J,\ l < ·n.:d1r < ·nlporatwn ( 15':,;,). and 



('on::Stntes Holdings, Inc. (.C)J%). ;~II uf" h"nl ",·1 ,. n:nt .. lll·. ·.t..u du•ldn" ,,, K 1\fl · I clct"um I hcsc 

minority shareholders also own cenain convc:nihk pn:ktt<·d -,h.trc-.. ll(lhuns. and warrants . .: On 

<ktober Jl. I 997, KMC HoJdjngs and the ex isflll).! o" n~:r' o I lhl· ,·umrMn} · s (apilal stock entered 

into a stockholder's agreement that provides 1h.11 uuk. .. s and llllllllhc \:t>llllllOn slock and prdcrrcd 

stock holdings of Mr. Kamin~ and N~tSsau ( 'apit:tl al"l'll'<lun·,J ht'lu" n:rt;,lllthrcsholds, Mr. Kaminc 

and NllSSDU C'npitnl arc entitled to l'lcl·t :111 uf tht· (llll·,·ltll' ul K \11 · lluld1n~s. three of whom arc 

nominated by Mr. Kamine, three of whom arc nommatctl hy ~assau < ·aptl:•l ,mtl nne tlf whmn IS 

nominated by agreement ofMr. Karninc. Nass"u < 'ap11~11. and ~·tthl·r AT&T CrcJi( or a majority of 

the holders of Series C preferred stock) 

As a result ofthese transactions, the same !>h;ucholtkr!> th.ttcm 111.:d 111tcrcsts directly m KM(' 

Telecom hold interests in KMC Holdings. 1\tr. 1\.;tlllllll' l·••ttlllllll'" In 11\\"ll tilL' majorily of the 

common stock (albeit at the holdmg cnmpam kHII. .uul nn• 1 ·l·~ ~l·tuor mant~gcmcnt 

responsibility for the parent company and the opcr.tllll!! ~uh..-•dt.lllt''> I ht· llllr;tcnrporatc lrJnsacti<IOS 

described herein ilre entirdy pro jim1111 111 nalmc 

Ill. PUBLIC INTEREST CONSIDERATIONS 

Approval of the restructuring oflhc KM<. • c.:omJMilll'~ and Jd;th:lllnlrawrpowtc tr:tnsachons 

will serve the public interest in promoting compcti11•111 .• mouJ.! ldcculllllltllllc<lltons carriers. The 

rest.JUcluring will allow KMC' Telecom to du husim·o;-. nrukr .1 "'"1c d lin\·nt ami nttlonal husmcss 

11 Assuming, for the purpose of cakulalion e>nly. tiH· tlllllll'diall' <.:nm·<.·rsiun of all c:unvcrtilllc 
securities and future interests into common .srud(. on :t rully dtlulcll IM\1'\, !Ill' lar~c~t shareholders 
ofthe compar.y's conunon stock would be Mr Kamitll' ar .!9 !IJ•·; and Na-.,au <. ·apilal at 31.56 ~ . 
Such conversions have not occurred and today l\1r Kau11nc rcl.un ... h1' lll<~Jorlly ~.:ommon stod; 
ownership of KMC Holdings. 

Jt The company has Stries A. C ant.J l> stm:lo.. 1/Uhl.tllt..llll~ 
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structure and g1vc the company !tn.'atcr a,y~·-.~ h> \\111k111!J , ·ap1tal and nnprovcu marketing and 

lldministrati ve operations. 

WhHe the pro forma intracorpor~tc 1 r;l1lskr~ i 11\ ol n:d m till' rc:.l rucruri ng of the company 

will meet important business needs, the tralb~u.:tttJn:. .ITl· \ 11111:!1 ly transp:Jfl'lll to prnspcctivc 

conswners and will have no impact on the colttp;my's Sl'r\ 1r~s ,\:. ~m:h, this rcorgani7.ation will in 

no way disrupt service or cause customer IIKOll\cllll'IK\" m ,·nnlusloll. An:ordin!(ly, gr;ml of this 

application is consistent with the public 1111\:rcst hl'(<iliSl' 11 will promok rompetiti<'n among 

telecommunications carriers in Florida and will allow K \H · I l'll·,·om 111 providl' high c.tuality scr\'icc 

to Florida customers. 

IV. CDNCLUSION 

For the reasons staled her ·in. KM< · T··k,·,1n1 r,·-.pnttull~ ~uhmll!:> thatth ..: public interest 

would be served by a gran!, to the extent necessary . of 1111 :-. .spplkattun Alternatively, if the 

Commission determines that approval is nol ir1 fat·t a-., ,ut~.:d. K Mt · Td~:t:,lln rcl.JUCsts that the: 

Commission issue an order declining to ex ere i s~: junsdil'IJOn <lllllllt sl lliS~IIIg the application. 

Dated: December 3u, 1997 

('a<hc:m \\',111!' 

Mary ,\/herr 
SWil>LER & Bl· Rl 1:-. . ( ·ttARTEREI> 
31100 K Srrl',~l. '\: \\ . 'i111 rc \Oil 

Washill).!tun . I>< · 2111111~ 

(~0~) 424 --:'501) 11 d> 
(202) -L:!~- 7<•~5 !I a\) 

Comt~l·l 1(, 
KM( . l t' kl'lllll l1K . 
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Diagram or Previous and< 'urn·nr 
Corporall' Sl rul·l u res 



. f Pre Reorganaza aon 

KMC' Telecom Inc. 
("KMC Telecom") 

KMC Telecom of 
Virginia, Inc. 

c·KMc -v A"> 

l<MC 

KMC Telecom Inc. 
("KMC Telecom") 

Post Reo~anization 

KMC Telecom 
Holdings. Inc. 

KMC Telecom II, Inc. 
rKMc II"> 

KMC Telecom of 
Virginia, Inc. 

('•KMC- VA") 



... 

\TRIFIC\ TION 

I. Michael A. Sternberg. hereby declare that I am Prcs1dent of KMC Tel«om !nc.; that I am 

authorized to make this Verification on us behalf: that I have read the: ioregomg Apphcataon ancl 

exhibits thereto and I declare that the same are true.: and correct to the best of my knowledge. 

information and belief. 

' 
\ 

~'>-. .-:-2 
M1c wei A. Sternberg 

\ 

~(lh 
Subscribed and swom to before me thisX_t_day of Decem her 1 91)7 

JfAHNf IH IJAkl«l IIA 
t. Nota•, l'uhltr ol N••• kf":."J 

My {..ommiUIOII fa ~Jilts .-.rc.ll 18..?002 

My Commission expires·------

222905.1 




