BEFORE THE NEBRASKA PUBLI C SERVI CE COW SSI ON

In the Matter of the Application of
McLeodUSA Tel econmuni cati ons Ser -
vices, Inc., Cedar Rapids, |owa,
seeking a Certificate of Authority
to provide facilities-based and re-
sol d | ocal exchange services, high
capacity dedicated private line
servi ces, and special and sw tched
access services in the state of
Nebr aska.
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)
)
)
)
)
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Entered: January 13, 1999

For Arapahoe Tel ephone Com
pany; Benkel man Tel ephone Com
pany, Inc.; Cozad Tel ephone
Conpany; Diller Tel ephone Com
pany; Hem ngford Cooperative

Cooper ative Tel ephone Conpany;
and Waunet a Tel ephone Conpany:
Timothy F. Care

Renbol t, Ludtke & Berger
1201 Lincoln Mall, Suite 102
Li ncol n, Nebraska 68508

By its application filed Novenmber 3, 1998, MLeodUSA Tel ecom

nmuni cati ons Services, Inc.

Certificate

(Applicant) seeks authority to obtain a

of Public Conveni ence and Necessity to provide facilities-based and resold

| ocal
speci al

exchange servi ces,

appeared in The Daily Record on Novenber 5,

I nt ervent
I nc.;

filed Petitions of Fornal
Benkel man Tel ephone Conpany,

hi gh capacity,
and switched access services in Nebraska.

dedi cated private |ine services, and
Noti ce of the application
1998. The following parties

i on: Arapahoe Tel ephone Conpany;

Cozad Tel ephone Conpany; Diller

Tel ephone Conpany; Hem ngford Cooperative Tel ephone Conpany;
Hender son Cooperative Tel ephone Conpany; Wauneta Tel ephone

Conpany;
Tel ephone Co.
Inc.; Geat Plains Conmunications;
Nebr aska Tel ephone Co. (collective
I ntervenors).

A hearing was held January 5, 1999,

The Nebraska | ndependent Tel ephone Associ ati on
G arks Tel econmuni cati ons Co.; Consolidated Tel co,

Canbri dge

HunTel Systemns, Inc.; and Sout heast
y referred to hereafter as the

in the Comm ssion Hearing Room Lincoln,

Nebraska, wi th appearances as shown above.

In support of its application

Steinstra, vice president of network administration for
a copy of MLeodUSA' s application and a stipulation entered into

exhibits,

Appl i cant produced one witness, Ann V.
McLeodUSA, and two



with this application's Intervenors.
Ms. Steinstra testified as foll ows:

McLeodUSA provi des | ocal, long distance, Internet and advanced
tel econmuni cations in ten states and by sone neasures is the |argest
conpetitive local exchange carrier in the nation

McLeodUSA is a whol |l y-owned subsi diary of MLeodUSA
I ncorporated. MLeodUSA, Inc. is a holding conmpany whi ch operates
t hrough McLeodUSA Tel ecommuni cations Services, Inc. and three
ot her whol | y-owned subsi di ari es: Consol i dated Comuni cation, |nc.
McLeodUSA Media Group, Inc., and McLeodUSA Diversified, Inc.

As to Applicant's technical capabilities, Ms. Steinstra testified
McLeodUSA provi des | ocal exchange service and | ong distance tel ephone
service to nore than 107,300 custoners in its ten-state region. Most
of those custoners are served by Centrex Plus. Applicant enploys nore
than 350 persons in its custonmer operations group. More than 22,000
customer calls are handl ed each week. MLeodUSA handl es, in-house,
all billing and account inquiries.

Fi nanci al statenents for MLeodUSA show | osses for the past two
years. In fact, Ms. Steinstra testified, MLeodUSA expects to incur |osses
fromits operating and construction activities for the next several years
while it develops its business and constructs its fiber optic network. The
appl i cant has achi eved positive earnings before interest, taxes, depreciation
and anortization for the past three quarters.

McLeodUSA, Inc., the parent conpany, mekes necessary di shursements
to its subsidiaries to finance their operations. MLeodUSA, Inc. has raised
equity capital and issued senior discount debt totaling alnmpst $1.5 billion
over the past thirty nonths.

Describing its managerial capability, Ms. Steinstra testified that the
managenment of MLeodUSA is the sane as McLeodUSA, Inc. Six of the
ten executive officers formerly served as officers of Tel eConnect or
Tel econJSA.

Ms. Steinstra testified that the grant of a certificate would serve
the public interest by expanding the choice of |ocal exchange providers
and devel opi ng conpetition. Enhanced conpetition will encourage
mar ket participants to invest in a state-of-the-art tel ecomrunication
infrastructure

No ot her parties introduced testinmony or evidence at the hearing.

The Applicant and the Intervenors have filed a stipulation agreeing
to certain | anguage to be incorporated into this order. Additionally, in
the stipulation, the Intervenors state that they "will not oppose this
application" though they reserve certain rights to contest further
applications
of the Applicant.

OPI NI ON AND FI NDI NGS



The Conmi ssion considers this application for authority in Iight
of the following criteria and standards established in the Comm ssion's
t el econmuni cati ons rul es:

(a) Wether the Applicant has provided the informtion
requi red by the Conmi ssion;

(b) \Whether the Applicant has provided a performance bond,
i f required,;

(c) Wether the Applicant possesses adequate financial resources
to provide the proposed servi ce;

(d) Whether the Applicant possesses adequate technica
conpet ence and resources to provide the proposed service;

(e) Whether the Applicant possesses adequate manageri a
conpetence to provide the proposed service; and

(f) \Wether granting the Applicant a certificate preserves and
advances uni versal service, protects the public safety and
wel fare, ensures the continued quality of teleconmunications
servi ces and safeguards the rights of consuners, pursuant to
Section 253(b) of the Act.

Applicant has denpnstrated that it nmeets the standards of financial
techni cal and nanagerial conpetence and all other criteria necessary to
provide facilities-based and resol d exchange services, high capacity,
dedi cated private line services and special and sw tched access service in
Nebraska in the territory presently served by US West and Aliant
Communi cations Co. (Aliant).

These opinions and findings carry no precedential value other than
est abl i shing m ni num standards and criteria to apply when considering
applications to provide |ocal exchange service in the above-nentioned
territories. Al tel ecommunications carriers seeking such a certificate
nmust denonstrate that they neet, at a mininmum the standards and criteria
set forth herein.

Before the Applicant is allowed to provide | ocal exchange service
to its users, it nust:

(a) Through negotiation or arbitration reach an interconnection/
resal e agreenent with the pertinent incunbent |ocal exchange
carrier and receive Comm ssion approval of the interconnection/
resal e agreenent; and

(b) File with the Conmi ssion, and receive Comr ssion approva
of, a tariff in accordance with the provisions of Section 002.21
of Neb. Admin. R & Regs. Tit. 291, Ch. 5. This order does not
term nate, waive or in any manner dimnish the exenptions and
protection created by the Act for rural carriers, as defined by the
Act. This order does not address the issue of the rural |oca
exchange carriers' exenption under the Act. Rural exenptions
may be term nated, suspended or nodified only as provided in
Section 251(f) of the Act.



Prior to providing | ocal exchange service or intrastate, interLATA
i nterexchange service in any area in the state of Nebraska, Applicant nust
file, and the Conm ssion must approve, tariffs in accordance with the
provi sions of Section 002.21 of the Neb. Admn. R & Regs. Tit. 291, Ch.5.

As a provider of |ocal exchange service in the state of Nebraska,
Applicant woul d be subject to the sane |laws, rules and regul ations, both
federal and state (including any | aws, rules or regul ations regarding
uni versal service, restrictions on joint marketing and quality of service),
applicable to any other |ocal exchange conpany except those obligations
i mposed on | LECs pursuant to Section 251(c) of the Act.

ORDER

I T 1S THEREFORE ORDERED by the Conmmi ssion that Application
No. C- 1932 be, and it is hereby, granted.

IT IS FURTHER ORDERED t hat upon final approval of the
i nterconnection/resal e agreenents, Applicant is granted authority to
provi de | ocal exchange service to the areas presently served by
US West and Aliant.

IT 1S FURTHER ORDERED t hat before Applicant is allowed
to provide | ocal exchange service to areas currently served by rura
| ocal exchange carriers, as defined by the Act, all of the requirenments
set forth in the Act nust be eval uated.

IT 1S FURTHER ORDERED that Applicant is obligated to
abi de by the sanme | aws, rules and regul ations, both federal and state
(including any laws, rules or regulations regarding universal service,
restrictions on joint marketing and quality of service), applicable to
other | ocal exchange carriers except obligations inmposed on |ILECs
pursuant to Section 251(c) of the Act.

IT 1S FURTHER ORDERED t hat Applicant shall collect from
its subscribers a surcharge (Relay Surcharge) pursuant to the
Tel econmuni cati ons Rel ay System Act, Neb. Rev. Stat. 86-1302 -
86-1306, (Relay Act) and the Comm ssion's annual orders establishing
t he amount of the Relay Surcharge and shall remt to the Comm ssion
the proceeds fromthe Relay Surcharge, as provided by the Relay Act.

IT 1S FINALLY ORDERED that this order be, and is hereby,
made the Conmission's official Certificate of Authority to the Applicant
to provide facilities-based and resold | ocal exchange services, high
capacity dedicated private line service, and special and sw tched
access services in the state of Nebraska subject to the limtations
provi ded according to the stipulation in the record.

MADE AND ENTERED at Lincoln, Nebraska, this 13th day
of January, 1999.

NEBRASKA PUBLI C SERVI CE COVM SSI ON
COW SSI ONERS CONCURRI NG

Chai r man



ATTEST:

Executive Director
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