
• SWIDLER 
-&-

BERLIN 

June 26. 1997 

YIA OVERNIGHT DE!.IVERY 

Blanca S. Bayo 
Direcror. Div ision of Records & Reponing 
Aorida Public Service Co!Mlission 
2540 Shumard Oalc Boulevard 
Tallabusee, Aorida 32399-0870 

• 

Re: Nor if !Calion of Proposed Transfer of Corurol of Consolidared 
Communjcarjom Telecom Services lac; ro Mel &QdlJSA Jrx:orporatcd 

Dear Ms. Bayo: 

-II 

On behalf of McLeod USA lnc:orporaled ("McLeod USA") and Consolidared C;)mmunicarions 
Telecom Services Inc:. ("CCTS"), enclosed for filing are an original and rwelve (1 2) copies of !he 
above·referenc:ed nOiif~talion. 

Please dale·swnp lbe enclosed exlrl copy of lhis filina and relllm il in lllC actached self· 
addressed, stamped envelope. Should you have any quesr ions, please do nor hesicacc co concacr !he 
undersigned. 

Enclosures 

cc: Casey D. Mahon, Esq. 
Ellyn CruiCber. Esq. 
Anlhony A. Hansel , Esq. 

Rcspecrfully submlned, 

Counsel for McLeodUSA lnc:orporared and 
Consolldared Co!Mlunlcallons Telecom Services Inc: . 
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VlA_O.YE.Rb1GHLDELlVERY 

Blanca S. Bayo 
Director. Division of RecordJ & Reponing 
Aorida Public Service Commission 
2S40 Shumard Oak Blvd. 
Tallahassee, FL 32399.08SO 

• 

Re: Notification of Proposed Transfer of Control of Consolidated 
Communications Tclccom.Scrviccs l.of;, to Mt LcodUSA locorporatal 

Dear Ms. &yo: 

On behalf of McLeod USA Incorporated ("McLeod USA")" and Consolidated 
Communications Telecom Services Inc. ("CCTS") (collectively, "the Panie1"), this letter is to 
ootify llle Cornmi.uioo of a uwaction whereby McuooUSA will 1k4Uile ownership and control 
of CCTS's parent corporation, Consolidated CommllllkatioDS Inc. ("CCI"), and In tum. or CCTS. 
CCTS and McLeod USA's subsidiary, McLeod USA TeiecommllllicatioDS Services, Inc . . ase 
ooodomillllll carrim separately authorized by this Commission to provide intercxcbange 
telecommunications services within the SWe of Aoricla. McLcodUSA and CCTS currently asc 
001 affiliated with each other. 

II is the Uodenllodina or the Panics that prior Commiuion approval is not required for 
the transfer of control transaction desc::ribcd herein. Accordingly, absent receipt of written 
ootlficatlon to the concrary within lhlny (30) days. the Panics wili proceed on the undemanding 
that oo approval or olher formal action with rcspea 10 the proposed transaction is required by the 
Commission. 

AJ described below, McLcodUSA will acquire all of the outsWidlna stock of CCI by 
meraiq CCI ioto and with a oewly formed subsidiary of McLcodUSA. Upon coDSummat.ion of 
the triiiSIClion, the posl·meraer entity will be a dilecl, wbolly-owned subsidiary of McLeod USA. 
while CCTS will be an iodileclsubsidiary of McLcodUSA. Following completion of the proposed 
transaction, both CCTS and McLcodUSA TelecommunJcations Services, Inc. will continue to 
provide services to their rnpec:tive customen under cxiatina service arrangements and pursuant to 
their rnpec:tive certifications. The proposed tranaaction. therefore, will·be virtual ly transpll'CTltto 
customers of the two companics. 

IJ McLeodUS.A Incorporated formerly wu known u Mcleod. Inc. 
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• 
I. TJIE.11ARTJES 

• 

A.. CoDIOlidated. Commi&Dicatlom Tdccom Services ll1c. 

CCTS Is an Illinois corporalion whose principal offices are located at 121 South 
17th Sueet, Mattoon, Illinois 61938. CCTS is a wholly-owned subsidiary of CCI, a privately­
held co.rpomlon organized and existing under the laws of the State of Illinois. CCI is a holding 
company for several corporations engaged in the provision of compc:1itive telcconununic::ations 
producu and services. 

CCTS is authorized to provide intrastate intercxchangc telecommunications services 
throughout the State of Florida punuant to certification granted by this CommiJSion in Docket 
No. 930269-TI, effective June IS, 1993.v In addition to the services CCTS provides to Florida 
subscribers, CCTS currently is authorized to provide resold imrastate interex.charlge and other 
competitive telecommunications services in oumeroua 001« swes punuant to cenifteation. 
registration or wiff requimneou, or on an urucaulated basis. In addition. CCTS is authorized 
by the Federal Communicatiooa Commission ("FCC") to provide domestic interstate and 
international services as a non-dominant carrier In all ~states and the District of Columbia. 

Further information regarding CCTS's legal , technical. lllllllgerial , and financial 
qualifications to provide service, and a wiff of iu Aorida rates and cbarges. was submitted with 
CCTS's applicat.ioo for certlfteatlon filed wi.th the Commission in Docket No. 930269-TI. is 
therefore already a manu or public record, and is herein incorporated by reference. 

v CCTS'a Florida certilicat.c wu originally granted to ita corporate predeccuor, Midwest 
Fibcmct lnc. ("MFI"). AppliCtJtion for Certificate to pravrde lnteroclrange t~IC'C'ammunlratioM 
service by Midwest Fibemn Inc., Docket No. 930269· Tl, Order No. PSC-93-0786-FOF-TI (iJSued 
May 24, 1993 ). By Order cfTectlvc January 20, '1996, this Commisaion autboriud an intra-corporate 
mcrscr involving MF1 and cauin other CCI llllbsidiarica.. whereupon the posl-mergcr entity changed 
its name to Conaolldated Communicationa Telecom Servica Inc. Rtquest for appro1'0/ of 
/ntraCtJrporate merger 411d pro-fo/'111Q tratiJfer CJ/ control of Ml~st Fibern~t/nr. to Consolultllcd 
Networlclnc., Docket No. 9SI2S6-TJ, Order No. PSC-95-1609-FOF-TI (iuued Dec. 29, 1995). By 
letter dated July IS, 1996, CCTS notilled the Comrniuion that the inlrl-corporate merger and name 
chliJlge that were the subject of Docket No. 9Sl2S6-TI became eiTec.tivc May I, 1996. 
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• 
B. 1\l.tLeodUS.UJK:Orporatcd 

• 
McL:odUSA is a publicly traded Delaware corporation (NASDAQ; symbol: MCLDJ 

whose principal offices are located at McLeodUSA Technology Park, 6400 C Street SW. 
Cedar Rapids, Iowa '2406-3177. McLcodUSA. formerly McLeod, lnc .. 1' is a provider of 
integrated telecommuniations services to small· and medium-sized business and residential 
cusromc:n and govemmeut agc:ncies. primarily in Illinois. Iowa. Wisconsin, Minnesota. and the 
Dakow. McLeod USA's services include primarily competirive local and long distance 
telecommunications services, compclltlve ~CUSS services, including lpecial access and private line 
services. and mainte~ and installation of fiber optic telccommunialions networks. 

McLcodUSA is lhc parmi company of McLcodUSA Telecommunications Scn·ices. Inc., a 
nondominanr carrier that iJ autboriz.cd to provide intrutare lntercxchangc services in Florida 
pursuant to certification iuucd by this Commia:aion in Docket No. 961457-TI. on Ma.-.:!111, 1997, 
as amended on March 24, 1997, effective April 2. 1997. Further infonnarion regardins 
Mcleod USA Telecommunications Services, Inc.'s lc:pl. technical , managerial, and ftna.JX~ 
qualificarions to provide service, and 1 tariff of its Aorldl ntcs.and charses. was submitted with 
its application for ceniflCalioo filed with lhc Commission in Docket No. 961457-TI. is rherefore 
already a matter of public record. and is herein incorporated by reference. 

McLcodUSA Tc:lccommuniations Services, Inc. is also currently authorized to provide 
resold intrastate intere.:cblll&e and other competitive services in nwnerous other states pursiWll 
to cenitlcation. regiscratloo or tariff requiremcnll, or on an unregulated basis . In addition. 
McLeod USA Telecommlllliations Services, Inc. is authorized by the FCC 10 provide domestic 
interstate and International services as 1 non-dominlnt carrier in all SO states and the District of 
Columbia. 

Since ill inception in 1991, McLcodUSA bas aggressively pursued its goaJ to be the 
leading provider of inttaratcd telccommunicltions services in the marker areas it targets. 
McLcodUSA's "one slOp" approach integ.mes local. long distanCe, voice mail, paging, and 
Internet access services on 1 single bill, tailored to the customer's specific nc:cds . As of 
Decc:mbc:r 31, 1996, McLeod USA served over 17,800 cwtomc:n in 92 markers. McLeod USA's 
1996 consolidltcd opc1Jiin& rc:venUQ exceeded $81.3 Million. As of March 31, 1997, 
McLeodUSA bad weu in CltCCSI of$779.6 Mlllioo and sbarebolden' equiry In c:ltcess of $394.2 
Million. With iu subs"""'' flDIIICIIJ resowrccs, and as the parent of 1 duly authorized resale 
interc:xchangc: telecommunications and competitive local exchange carrier, McLcodUSA is well· 
qualified to acquire control of CCTS. 

11 McLeod, Inc. wu renamed McLeod USA lncorporlled effective: June I, 1997. 
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• 
II. DF.SC.RifiiON Of_THE.IRANSACTlON 

• 

Mcl..eodUSA. CCI, and CCfS have determined lhllllhey will reali7e significant economic 
and marketiq efficiencies by establishing ccrs as an indirect wbolly-owned subsidiary of 
Mcl..eodUSA. Acconliqly, McLeodUSA and CCI have executed an Agre.:u1cnt and Plan of 
Merger ("Agreement"). The proposed uansaction is structured as a merger of Easuide 
Acquisition Co. ("Eastside"), a newly formed Delaware subsidiary of McLeodUSA. created 
specifically for the purpose of consummating the transaction. Pursuant to the Agreement, CCI 
will merge with and into Eastside, with Eastside being the surviving entity, The surviving 
Delaware corporation will be renamed Consolidated Communications Inc: . ("New CCI"). All 
subsidiaries of CCI, includlq CCfS, will remain subsidiaries of New CCI. 

AI the effective lime of the merger, Sl~~ Million in cash and approximately 8.~ million 
shares of Mcl..co<!USA Class A Corrunon Stock ($0.0 1 par value) will be distribuled lo the owners 
of CCI Common and Preferred Stock." 

After the COII5UIIIIIIIli of tbe lriiiSICiion, CCTS will coruinue 10 be led by a team of well· 
qualified telecommunications DI&Digen comprised, in pan, of existing CCI personnel. 
Mr. Richard A. Lumpkin, Chairman and Chief Executive Officer of CCI, will become 
Vice Cbainnan oflhe McLeodUSA Board of Directors, and Mr. Raben J. Currey, President and 
Chief Opcnting Officu ofCCI.'will become a member of the MtLeodUSA Board. Mr. Currey 
will also serve as an Executive Officer of McLeod USA, responsible for all telephone operations 
for McLeodUSA. The Parties expect that the subsWltial DI&Digcrial, tecbnlcal , and financial 
expertise Of this llllllllerncol team Will enable CCfS tO continue providing biah quality Krvice 
10 its existing customen, u well as to expandl its Krvicc offerings and customer bue. 

Following completion of the transacmion, CCTS will continue to be a wbolly-owned 
subsidiary of New CCI and coolioue 10 provide high quality, affonlabl.c resold services 10 Its 
Florida subscribers pursuant 10 its wlff currently on file at the Commission." The proposed 
transaction simply wUI result in a tbangc in !be ultimate corporate parent of CCfS and will not 

" Specifically, each share of CCI Sales A Preferred Stock will be exchanged for 
approximately 4.~ sbares of Mt LeodUSA Clus A Coovnoo Stock and each share of CCI Series B 
Preferred Stoclc will be excbaqed for approximalcly 4 .~ sbares of MtLeodUSA Class A Common 
Stock. CCI Common Stock will be exchanged for a miA of cub and McLeod USA Class A 
Common Stock, which exact mix will be elecccd by cacb slwebolder of CCI Corrunon Stock. 

" Similarly, McLeodUSA Teleconunumcatloos Se:rvita, Joe. will continue to provide 
services 10 Aorida c:ustomc11Utlder its existing service agreements , pursuant to Its own grant of 
cenification. 
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involve a change in the manner in which CCTS provides service t.o ils Florida customers. As 
such, the lransaction will not cause inconvenience nor confusion to CCTS's customers or 
olberwise have a negative impact on lhe operations of CCTS. Indeed, the lransaclion will be 
virtUally uansparent to CCTS's customers in terms of the services that they receive. 

Ill. l'11BLlC_.Jllll'ERES'[_CONSIDEilADONS 

Consummation of the proposed transaction will serve the public intefCSI , convenience. and 
neceuity for several reasons. First. the rcor1aniz.ation will create a significantly larger entity 
committed to bringin& competitive integrated telecooununicalions to consumers in small· and 
medium-sized markets that are usually noc W'getcd by ocher telecommunications providers . As 
a result. consumers in these markets will receive the many benefits of competition. including 
superior c:ustomer service and expanded service offerings. The Panics antici~ that the 
contemplated business combination will result in 1 company better equipped to accelerate iiS 
growlh u 1 competitive telecommunications service provider. 

The Panics also believe that the cornbi:nation of the existing management and work force 
of the two companies will stteqthen their collective ability t.o bring competitive 
telecommunications services to consumers in. the State of Florida. Each company's executive 
rnanagemea~ team possesses extellSive telecommunications experience. from which the combined 
company will benefit. For ewnple, u operaton of I local exchange company for over 100 years. 
CCI executives have extellSive lcoowledge and e.Jtperlencc in lhe provision of local exclwtge 
services. Similarly, McLeod USA is managed by a team of veteran telecommunications 
professionals, led by eotn:prene\lr Clark E. McLeod, who have developed a proven strategy of 
delivering competitive telecommunications services to consumers." 

The Parties also eJtpecl that the combined resources of the new business structure will give 
lheir companiea greater aa:ess to capital markets , enabling lhem to continue to improve and 
expand lbeir oompetltive service offerings to tbe public. In addition, lbe transfer of control will 
allow the Partlel to manage tbeir telecommunicalions operations more efficiently. lhereby 
penniuing great.el' invesiiDCtll in flcilitles, customer services, and technological innovation. The 
proposed lrllllfer will also benefit the public iruerest by enhancing the Panics' operational 
flexibility and etlk:ieocy u well u their fUIIIIICial viability. Funher. the combination of CCI and 
McLeodUSA will ultimately provide their openting subsidiaries· customers wllb 1 more diverse 

t1 Seven of the nine executive officers, for ewnple. served u officers of Tcleconnect 
Company ("TelecoiiiiCI:l") or of Telec.onnect's succeasor, Telecom* USA. Inc. 
("Telecom* USA"). Telecoonect began providing COmpetitive long distance services in Iowa in 
1982 and rapidly rxponckd inlo doz.ens of markets in tbe Midwest. Telecon.*USA wu the fourth 
largest Jona dlscance carrier in the U.S. wben It wu purchased by MCI in 1990. 
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• • 
and comprehensive selection of services from a single provider. The proposed transaction. 
therefore, wUI ensure the continued provision of high quality and innovative telecommunications 
services to CCTS's existing customers and should promote competition in the Florida 
telecommunications service market . 

IV. CONCLUSiON 

It is the understanding of the Parties that prior Commission approval is not required for 
the transfer of control transaCtion described abo· e. Thbletter is forwarded to the CommiSJIIIn 
for informatlollal purposes, to be Included In the appropriate file. In the event. however. that the 
Commission clecmnines that approval Is required. please consider this letter as a request for 
e.xpediled approval. Absent receipt or written notification to the contrary within thiny (30) days, 
the Parties will proceed on the undentanding that no approval or other formal action with respect 
to the proposed transaction is required by the Commission. 

Please do noc hcsiwe to colllaCt the uodcrsigncd with any questions or conuncnts regarding 
this transaction. 

Peter Rohrbach, Esq. 
Karis A. Hastings. Esq. 
HOGAN & HARTSON, L.L.P. 
SSS Thineenth Strc:ct. N. W. 
Washington. D.C. 20004 

Counsel for MclcodUSA Incorporated 

l9Sl04 I 

Counsel for MclcodUSA Incorporated and 
Consolidaled Communications Telecom Services Inc. 
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