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ORDER

BY THE COMMISSION:


On November 18, 2009, McLeodUSA Telecommunications Services, Inc. d/b/a PAETEC Business Services (McLeodUSA) and US LEC of Pennsylvania LLC d/b/a PAETEC Business Services (US LEC Penn) (together the Joint Applicants) filed a Joint Application seeking approval with the Commission, to the extent necessary or required under Chapter 11 of the Pennsylvania Public Utility Code, 66 Pa. C.S. §§ 1101-1103, to participate in a pro forma intracorporate reorganization.  The reorganization will not change the ultimate ownership or control of the Joint Applicants operations, or their corporate directors, officers, or managers, or their service offerings and pricing.  The change in corporate form will be transparent to the public.  Furthermore, McLeodUSA will change its name from McLeodUSA Telecommunications Services, Inc. to McLeodUSA Telecommunications Services, LLC.  The name change will result from converting McLeodUSA’s business form from a corporation to a limited liability company.  Following the conversion, McLeodUSA will continue to do business in Pennsylvania using the PAETEC Business Services name.

A copy of the application was served upon the Office of Consumer Advocate, the Office of Small Business Advocate, the Office of Attorney General and the Office of Trial Staff.  Further notice was not required, no protest period was established and no protests or comments have been received.


McLeodUSA is an Iowa corporation with principal offices located in Hiawatha, Iowa.  McLeodUSA provides integrated communications services, including local services, primarily in 20 Midwest, Southwest, Northwest, and Rocky Mountain states.  McLeodUSA is authorized to operate as a tariffed reseller of interexchange telecommunications services in Pennsylvania pursuant to certification granted at Docket No. A-310456.  McLeodUSA is an indirect, wholly-owned subsidiary of PAETEC Holding Corp. (PAETEC Holding), a publicly traded Delaware corporation with headquarters located in Fairport, New York.


US LEC Penn is a North Carolina limited liability company and an indirect, wholly-owned subsidiary of PAETEC Holding.  US LEC Penn is authorized to provide intrastate telecommunications services in Pennsylvania pursuant to certification granted by the Commission.  Specifically, US LEC Penn is authorized to operate as a tariffed reseller of toll services, a competitive local exchange carrier, and a facilities-based interexchange carrier pursuant to certifications granted at Dockets Nos. A-310814, A-310814F0002, and A-310814F0003, respectively.


PAETEC Holding is a publicly traded Delaware corporation with principal offices located at One PAETEC Plaza, 600 Willow Brook Office Park, Fairport, New York 14450.  Through its regulated operating subsidiaries, PAETEC Holding delivers communications solutions to business customers in 48 states and the District of Columbia.  
The Joint Applicants propose to participate in a pro forma corporate reorganization.  Currently, McLeodUSA is held by PAETEC Holding through the McLeodUSA Inc. and McLeodUSA Holdings, Inc. subsidiaries.  US LEC Penn is held by PAETEC Holding through the US LEC Corp. subsidiary.  The companies intend to execute a pro forma corporate reorganization whereby McLeodUSA and US LEC Penn will become indirect wholly-owned subsidiaries of PAETEC Holding under the PAETEC Corp. and PAETEC Communications, Inc. subsidiaries, rather than through their current intervening parent companies.  US LEC Penn will become an indirect subsidiary of PAETEC Communications, Inc. by way of the contribution of US LEC Corp.’s (US LEC Penn’s parent) stock to PAETEC Communications, Inc.  McLeodUSA Inc. will be collapsed into PAETEC Holding, and McLeodUSA Holdings, Inc.’s (McLeodUSA’s parent) stock will be contributed to PAETEC Communications, Inc.  PAETEC Communications, Inc. is authorized to provide toll service reseller, competitive local exchange, competitive access, and tariffed interexchange carrier services in Pennsylvania pursuant to certification granted by the Commission at Docket Nos. A-310743, A-310743F0002, A-310743F0003, and 
A-310743F004.  There will be no changes whatsoever in the corporate form, name, or manner in which PAETEC Communications, Inc. is held or operated.  




The proposed name change will result from the conversion of McLeodUSA from an Iowa business corporation to an Iowa limited liability company.  The conversion will not involve the merger of McLeodUSA with any other entity.  Following the conversion, the converted McLeodUSA entity will continue to be an indirect, wholly-owned subsidiary of PAETEC Holding.  The assets, liabilities, interests, rights, and obligations of McLeodUSA will remain vested in the converted entity.  McLeodUSA will simply continue in existence in the form of a limited liability company.  Because the converted entity will be recognized as the same entity as the converting entity and no transfer of assets or liabilities will have occurred, McLeodUSA submits approval to change its name from McLeodUSA Telecommunications Services, Inc. to McLeodUSA Telecommunications Services, LLC. 
The pro forma reorganization will not result in a transfer of control of McLeodUSA or US LEC Penn because the ultimate parent of those companies, i.e., PAETEC Holding, will remain the same.  Furthermore, the day-to-day operations of the company will continue to be managed by the same personnel, and the transaction will not affect the Joint Applicants’ current rates or services.  The transaction will enhance the overall operational efficiency and competitive position of the company because it expects to gain significant tax benefits as a result of the pro forma reorganization, which will ultimately inure to the benefit of the companies’ subscribers.  Consequently, the transaction is consistent with the public interest, and will promote competition among telecommunications carriers in the state.


For the reasons advanced by McLeodUSA and US LEC Penn, we conclude that the record provides substantial evidence of affirmative public benefits sufficient to warrant approval of the proposed transactions under City of York v. Pennsylvania Public Utility Commission, 295 A.2d 825 (Pa. 1972); Irwin A. Popowsky v. Pennsylvania Public Utility Commission, 937 A.2d 1040 (Pa. 2007).

The Commission has determined that McLeodUSA and US LEC Penn are current with their annual financial and Security Planning and Readiness Self-Certification Form report filing requirements, and there are no outstanding Commission fines or assessments.

Having reviewed the joint application, we have determined that the proposed corporate reorganization, entity and name change are necessary or proper for the service, accommodation, convenience, or safety of the public and that the application should be approved as requested; THEREFORE,

IT IS ORDERED:

1.
That the joint application is hereby approved and that a certificate of public convenience be issued to US LEC of Pennsylvania LLC and McLeodUSA Telecommunications Services, Inc., evidencing our approval of the proposed pro forma corporate reorganization.
2.
That the application of McLeodUSA Telecommunications Services, Inc. to change its corporate form and name is hereby approved and that a certificate of public convenience be issued to McLeodUSA Telecommunications Services, Inc., evidencing our approval.
3.
That within 30 days of the consummation of the transaction approved in Ordering Paragraph No. 1, above, McLeodUSA Telecommunications Services, Inc. and US LEC of Pennsylvania LLC shall file with this Commission notice of such consummation, together with any tariff adoption supplements incorporating any changes needed to be made to the McLeodUSA Telecommunications Services, Inc. and US LEC of Pennsylvania LLC tariffs on file with this Commission.



4.
That, if McLeodUSA Telecommunications Services, Inc. or US LEC of Pennsylvania LLC determines that the proposed transactions will not take place, McLeodUSA Telecommunications Services, Inc. or US LEC of Pennsylvania LLC shall promptly notify the Commission.


5.
That a copy of this order be sent to the Pennsylvania Emergency Management Agency and the Pennsylvania Department of Revenue – Corporate Tax Division.


6.
That, within 60 days following consummation of the transaction approved by Ordering Paragraph No. 1 above, US LEC of Pennsylvania LLC shall file with this Commission such affiliated interest agreements as may be necessary to govern transactions between US LEC of Pennsylvania LLC and PAETEC Holding Corp.
7.
That upon filing of the notice required in Ordering Paragraph No. 2 or 4, above, this case be marked closed.
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BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  March 25, 2010
ORDER ENTERED:  March 29, 2010
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