
STATE OF MISSOURI 
PUBLIC SERVICE COMMISSION 

At a Session of the Public Service 
Commission held at its office 
in Jefferson City on the 25th 
day of June, 1998. 

In the Matter of the Joint Application 
of McLeodUSA Telecommunications Services, 
Inc. and Consolidated Communications 
Telecom Services Inc. for Approval of 
Merger. 

Case No. TM-98-300 

ORDER APPROVING MERGER AND CANCELLING CONDITIONAL 
CERTIFICATES OF SERVICE AUTHORITY 

On January 20, 1998, McLeodUSA Telecommunications Services, Inc. 

(McLeodUSA Telecom) and Consolidated Communications Telecom services Inc. 

(CCTS) filed a joint application pursuant to Section 392.300, RSMo 1994, 

seeking approval of the Missouri Public service Commission (Commission) 

for the merger of CCTS with and into McLeodUSA Telecom, with McLeodUSA 

Telecom as the surviving entity. 

McLeodUSA Telecom is an Iowa corporation, with its principal place 
\ 

of business located at McLeodUSA Technology Park, 6400 C Street SW, Cedar 

Rapids, Iowa 52406. McLeodUSA Telecom is a wholly-owned subsidiary of 

McLeodUSA, Inc. (McLeodUSA) , and holds a certificate to provide 

intrastate interexchange telecommunications services which was issued by 

the Commission on June 14, 1996 in Case No. TA-96-291. 1 McLeodUSA Telecom 

filed an application for authority to provide basic local and local 

1 The certificate was granted in the name of McLeod Telemanagement, 
Inc. d/b/a McLeod Telemanagement Organization. McLeod Telemanagement, 
Inc. subsequently obtained Commission approval to change its name to 
McLeodUSA Telecom on October 15, 1997 in Case No. T0-98-39. 
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exchange services in Case No. TA-98-288, currently pending before the 

Conunission. 2 

CCTS is an Illinois corporation with its principal place of business 

located at 121 South 17th Street, Mattoon, Illinois 61938. CCTS is a 

wholly-owned subsidiary of Consolidated Communications Inc. (CCI), and 

holds a certificate to provide intrastate interexchange 

telecommunications services which was issued by the Commission on April 

22, 1988 in Case No. TA-88-219. 3 CCTS was also granted conditional 

certificates of service authority to provide basic local and local 

exchange telecommunications service in Missouri on January 3, 1997 in 

Case No. TA-97-31. These certificates were conditioned upon approval of 

interconnection agreements and tariffs, which have not to date been 

filed. 

The proposed transaction is structured as a merger of CCTS with and 

into McLeodUSA Telecom, with McLeodUSA Telecom being the surviving 

entity. The purpose of the transaction is to implement a corporate 

reorganization by which two of the subsidiaries of McLeodUSA', McLeodUSA 

Telecom and CCTS, would be combined. Following the reorganization, 

CCTS's customers and operations will be transferred to McLeodUSA Telecom, 

'conditional certificates were granted on May 19, and a tariff was 
filed on June 19, with an effective date of July 19. 

3 The certificate was originally issued in the name of Midwest 
Fibernet Inc. Subsequently Midwest Fibernet was merged into Consolidated 
Network Inc., and the surviving entity's name was changed to CCTS. The 
Commission approved the merger on February 7, 1996 in Case No. TM-96-136. 

4 McLeodUSA and CCI, the parent companies of McLeodUSA Telecom and 
CCTS respectively, previously consummated a merger by which CCI became 
a wholly-owned subsidiary of McLeodUSA. The Commission was advised of 
the pendency of the parent company merger by letter dated June 19, 1997. 
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which will continue to be a subsidiary of McLeodUSA. Service will be 

provided to current CCTS customers per the terms of its Commission­

approved tariff, as incorporated into the tariff of McLeodUSA Telecom. 

Applicants state that the proposed reorganization will allow 

McLeodUSA to integrate the operations of its subsidiaries in order to 

take advantage of significant economic, marketing, and administrative 

efficiencies. The greater efficiencies will in turn permit McLeodUSA 

Telecom to make greater investments in facilities and customer services. 

Applicants note that there should be no impact on the tax revenues of any 

political subdivision. Applicants further state that they are unaware 

of any pending or final judgments against them from any federal or state 

agency with respect to the issues of customer service or rates. 

The Staff of the Commission (Staff) filed a memorandum containing 

its recommendations on April 3. Staff states that CCTS will merge into 

McLeodUSA Telecom, and CCTS's interexchange customers, operations, and 

all assets will be transferred to McLeodUSA Telecom. McLeodUSA Telecom 

will assume CCTS's operations and will provide interexchange service to 

CCTS's customers. Staff states that McLeodUSA Telecom will incorporate 

CCTS interexchange services and rates into the McLeodUSA Telecom tariff, 

and that CCTS's interexchange customers will be sent written notice of 

the merger and will be given the option of either switching to McLeodUSA 

Telecom's services, or keeping their current CCTS services. 

Staff has reviewed the application and has no objections to the 

proposed merger, and recommends approval of the proposed transaction. 

Staff also recommends that the Commission direct McLeodUSA Telecom to 

make the necessary tariff filing to incorporate CCTS' s interexchange 

services and rates into McLeodUSA Telecom's tariff within 30 days of the 
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effective date of the Commission's order, and that the Commission cancel 

CCTS's certificate of service authority to provide interexchange service 

and the accompanying tariff 45 days from the effective date of the 

Commission's order. Staff adds that the only filing which would affect 

or would be affected by this proposal is Case No. TA-98-288, which 

involves McLeodUSA Telecom's application to provide basic local and local 

exchange service. 

After a review of the case file and Staff's recommendation, the 

commission issued an Order Directing the Filing of a Supplemental Staff 

Recommendation on May 26. The Commission specifically directed that the 

supplemental recomendation indicate how many Missouri customers of CCTS 

would be affected by the merger, and whether McLeodUSA Telecom intended 

to grandfather the services and rates of CCTS. 

On June 1, in compliance with the Commission's order, the Staff 

filed a supplemental recommendation. Staff states that CCTS had 2,516 

customers in Missouri as of the last billing cycle. Staff also states 

that current CCTS services and rates will be incorporated into the 

McLeodUSA Telecom tariff in Missouri, with a notation that these services 

and rates apply to former CCTS customers. In addition, Staff further 

explains that McLeodUSA Telecom has committed to no change in CCTS rates 

until after January 1, 1999, thus CCTS's services and rates will be 

grandfathered until that date. Current CCTS customers will be given the 

option to either switch to McLeodUSA Telecom's services and rates or to 

remain on their current CCTS rate plan. Those customers who do not make 

an affirmative election will remain on their current CCTS rate plan. 

Upon review of the verified application and the attachments thereto, 

and Staff's recommendation and supplemental recommmendation, the 
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Commission finds that the effect of the proposed transaction is to 

consolidate two of the Missouri-operating subsidiaries of McLeodUSA, with 

the surviving entity continuing as a subsidiary of McLeodUSA. The 

Commission further finds that McLeodUSA Telecom will assume CCTS' s 

interexchange operations and provide interexchange service to CCTS' s 

customers. The change in organization will allow McLeodUSA to integrate 

the operations of its subsidiaries in order to take advantage of 

economic, marketing, and administrative efficiencies, which in turn will 

permit McLeodUSA Telecom to make greater investment in facilities and 

customer services. The Commission also notes that the period of time 

during which the services and rates of CCTS will be grandfathered is 

reasonable. Thus, the Commission finds that the proposed transaction is 

not detrimental to the public interest. 

The Commission concurs with Staff that McLeodUSA Telecom should be 

directed to make the necessary tariff filing in order to incorporate 

CCTS's interexchange services and rates into its tariff. . . 
However, the 

Commission will not cancel CCTS's certificate of service authority to 

provide interexchange service and its accompanying tariff until after 

McLeodUSA Telecom makes the necessary tariff filing. Since CCTS is not 

providing basic local or local exchange service at this time, and 

McLeodUSA Telecom's application for basic local and local exchange 

certificates has been conditionally granted in Case No. TA-98-288, the· 

Commission will cancel CCTS's conditional certificates of service 

authority to provide basic local and local exchange telecommunications 

service. 
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IT IS THEREFORE ORDERED: 

1. That the merger of Consolidated Communications Telecom 

Services Inc., with and into McLeodUSA Telecommunications Services, Inc., 

with McLeodUSA Telecommunications Services, Inc. as the surviving entity, 

is approved in accordance with the joint application filed on January 20, 

1998. 

2. That McLeodUSA, Inc., McLeodUSA Telecommunications Services, 

Inc., Consolidated Communications Inc., and Consolidated Communications 

Telecom Services Inc. are authorized to take any and all actions 

necessary to effectuate the merger contemplated by the joint application 

and this order. 

3. That McLeodUSA Telecommunications Services, Inc. shall file 

appropriate changes to its existing tariff in order to incorporate the 

customers of Consolidated Communications Telecom Services Inc. into its 

operations, with the tariff sheets to be filed no later than 30 days from 

the effective date of thip order. 

4. That the conditional certificates of service authority to 

provide basic local and local exchange telecommunications service, 

granted to Consolidated Communications Telecom Services Inc. on January 

3, 1997 in Case No. TA-97-31, are canceled. 

5. That McLeodUSA Telecommunications Services, Inc. shall file a 

pleading with the Missouri Public Service Commission notifying the 

Commission of the closing date of the merger within ten days after 

completion of the transaction. 
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6. That this order shall become effective on July 7, 1998. 

(S E A L) 

Lumpe, Ch., Crumpton, Schemenauer 
and Drainer, CC., concur. 
Murray, C., absent. 

Bensavage, Regulatory Law Judge 
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BY THE COMMISSION 

/}J_ H"j ~M.s 
Dale Hardy Roberts 
Secretary/Chief Regulatory Law Judge 
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Pre-Merger ~cLeodVSA-Corporate Structure 
Incorporated Flunncinl'? 

(Delaware) 
formerly k11own as McLeod, Inc. ___/ STAR IS NOT PART OF COMPANY NAME 

I 

Mcl~~d!JS;A Mcdl:~~ McL~d!J.S:A Teiecommunlc2tion~ ~onsolidated Communlcntions McLeodJ.!SA !;:on~olid:tted 
Groun. Inc. <lA) Services. Inc. VA) Teletom Services. Inc. (JL) Diversified, Inc. (lA} Communication Inc. 

f<:=>Merge¢ Parent/Holding Company D'k/a McLeod Telemanagement, Inc. Provides integrated (Deb.ware) 
Authorized to provide integrated !Q98 telecommunications services (9/24/97) 

I 
telecommunications services 

I I I I I I 
MS:LMdJ.lSA McJ.:eodJ.l:Sd: Qreene ~ountr MWRIOW$;rS1 Mldwes~ ~cllular Ruff:alo, !,;;ody & 

McL:eod!,lS:A ~onsolid.atcd 61], In~. O:Ol 6!:S:, In£: (!A} Partners, Inc. Inc. (J:A} OssQ:clate~ £2:!06:} Assoch!:tes, Inc. (JA} 
Publish In£: !,;;ommunlc•tions Local tete~ Cable services (!T~ 85°{'!:} Involves acquisition Provides cellular Specializes in marketing, 

~omn;:o~.nr (1A) Dir~~tQrl~ Ins;. communications Provides cable and leasing of towers services telecommunications 
Publishes !ill distribution 

.· 
television and land to support services and fundraising 

telephone Publishes network wireless services I for colleges 
directories telephone 

directories Illinoi~ SMS:A 

I I I 
Limit~d f:artners, 

Inc. (27%) 
CCDIS:crien~ 

~-L·!:· ~~0{'!:} 
Mc.L:eodL!S:A Consolidated ~onsolldatcd Mc:Leod!JS:A Provides cellul:lr 

Sells advertising ~etwork~ervic.e~1 ~ommunication~ ~ommunlc:ation~ lntee;r:ated services 

Inc. OAl Querator~ervices Public :Service~ .!lli.ili!ru. 
Constructs fiber !.!!s.:.1II.d !.!!s.:.1II.d Srstem~, Inc:. 
optic network; Provides operator Provides prison Provides 

~onsolidated C:an1J2usQ.all, 
maintains Iowa service and pay phone telephone Market Inc. (lA} 

Communications telecommunications equipment Response Inc. £11.} 
Network services Provides 

' 
E~l ~.::tbline; telemarketing 

Services services 

!ncQrnor:~afcd 

!Mill 
50% ownership 

I 
Consoll1latetl 

I IlissoiJ~ASAP 
c;ommunications Illinois ~:onsolidatcd Consolidated 

Telecom Service~ Inc. {II.} Tclc[!honc (ompanr Communications 

Will be here until merged illJ S:r:slcms & .Services Inc. 

into McLeod USA local exch:mge carrier l!!J 
__..__,T elccommunications Provides billing ser~" 

-
I Services, Inc. 
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McLeod!.!SA Media 
!lronJl, Inc. a&) 

Parent!Holding Company 

I 
I I 

Ms:!&Qdl!Sd: Qln~Qiidats:d 

Pu~ll~hin2; !:omn·~1nleation~ 
CompanyOA) Directories Inc. 

Publishes !ill 
telephone Publishes 
directories telephone 

directories 

~D§:s;rluus, 
L.L.C. C8S%l 

Sells advertising 

~c.LeodVS4.. 
Incorporated 

(Delaware) 
formerly known as McLeod, Inc. 

STAR IS NOT PART OF COMPANY NAME 

I 
McLeodUSA Telecommunications McLeod!.!SA Diversified, !:;onsolidated 

Service~, Inc. (IA) Inc, aM Communication Inc. 
flkla McLeod Telemanagement, Inc. Authorized to (Delaware) 

provide integrated telecormnunications services (9/24/97) 

I I •' I I 
McLeodl!SA Mcl,eodUS,!, Q.reene ~ount~ MWRTower~1 Midwest !:ellul.ar Ruff:.lo, ~odr & 

m,Inc.(!A} ACS, Ins;. C!Al eartneo, Inc. Inc. (lA} A~~oc:lats (2~0{'1:} Associates, Inc. £IA} 
Local tele· Cable services OL85%l Involves acquisition Provides cellular Specializes in marketing, 

communications Provides cable and leasing of towers services telecommunications 
distribution television and land to support services and fundraising 

network wireless services I for co\l~ges 

tlllnQIS S:MS:A 

I I I Limlt~d f:nrtners, 
Inc. C27%l 

Mc~eod!l~d: Consolidated Consolidated McLeodUSA Provides cellular 

Network Services. !:;:ommunic2tion~ Communication~ lntet:rate!;l services 

Inc. (IAl QQ$;rntQr ~ervlces f:u blic ~ervlce~ ~ 
Constructs fiber illJ!!d Inc. fJL) Sy~tem~, Inc. 
optic network; Provides operator Provides prison Provides <;onsolldutcd ~ampusCllll, 
maintains Iowa service and pay phone telephone M.!r!i£!. Inc. {lA} 

Communications telecommunications equipment Re~uon~e Inc. (II.) 
Network services Provid~s 

·' telemarketing ESI ~abllne 
Services services 

IncOr(!orated 

iMlli 
50% ownership 

I I I 
llliuols Consolidulcd ~R\z, INC. Con~olidalcd 

Tc!e(!honc <;omo:~ny Currently Communications 

l.!Ll inactive Svstcms & Scrvicc:s Inc . 
Local exchange c.:~rrier .illJ 

Provides billing services 
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