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DEPARTMENT OF PUBLI C SERVI CE REGULATI ON

BEFORE THE PUBLI C SERVI CE COVM SSI ON
OF THE STATE OF MONTANA
* * * * *

IN THE MATTER of the Joint Application ) UTI LI TY DI VI SI ON
of MClI Tel econmuni cati ons Corporation )
and British Tel ecommunications plc for ) DOCKET NO. D96.11.1
84
Approval of Merger. ) ORDER NO. 6004

FI NAL ORDER
| nt roducti on

1. On Novenber 8, 1996 MCI Tel econmuni cati ons Cor poration
(MCI') and British
Tel ecommuni cati ons plc (BT) notified the Montana Public Serv
i ce Conmm ssion (Comm ssion)
of their intention to file an application for approval of a nerg
er between the two conpanies. M
filed the application on January 27, 1997.
Fi ndi ngs of Fact and Comm ssion Deci sion
A.  Overview of Merger

2. MCI, a Del aware corporation, is a provider of comrunic
ations and information
t echnol ogy services for individuals and busi nesses worl dwi de. M
Cl is headquartered in Washington, D.C. with 300 offices worl dw
de. Through its network, MClI is expanding fromits core |ong
di stance business to provide | ocal services, international servi
ces, wireless, Internet/ online
servi ces, conferencing services and direct broadcasting satellit
e services. Ml currently has
regul atory authority to offer |local service in twenty states and
, as of the filing date, applications
were pending in four others. MCl intends to expand its presence

in the | ocal exchange nmarket

and offer local services by constructing its own |ocal networks,
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reselling | ocal exchange carrier
servi ces, |easing network elenments (unbundled | oops), and by for
m ng alliances with other new

mar ket entrants to build and | ease facilities.

3. BT is the United Kingdom s | argest provider of conmuni

cations services. BT

provides a full range of services in the United Kingdomto busin
ess and residential custoners

i ncluding local, |long distance, international, wreless, paging,
I nternet, conferencing and nultinmedia services. BT also operat
es a technol ogy research and devel opnment | aboratory in Martl esha
m

Heat h, Engl and.

4. Pursuant to this proposed nerger of MCI and BT, the tw

o conpanies will create a

uni fied tel ecommuni cati ons conpany to be named Concert plc (Conc
ert), followng on their
gl obal joint venture conpany of the same nane. Concert will ser
ve as the parent conpany to both

MCI and BT. Under the terns of the nerger agreenent, each Ml s
hare was to be converted
into .54 of a Concert Anerican Depository Share (ADS), equival en
t to .54 of a BT ADS, plus $6
in cash. The Board of Directors of Concert, to be co-chaired by
the current chairmen of BT and

MCl, will be conprised of fifteen menbers, eight from BT and sev
en fromMIl. This nmerger will
create the first gl obal comruni cations conpany with transgl obal
custoners, a multinational
managenent team dual transatlantic headquarters in Washi ngton D
.C. and London, and shares
traded on three stock exchanges globally. MI and BT will conti
nue to sell and service customers under their own names in their
respective home countri es.

5. On Friday, August 22, 1997 new nerger terns were annou
nced. Under the new
terms each MCI share will be converted into .375 of a Concert AD

S, equivalent to .375 of a BT
ADS, plus $7.75 in cash. This change in terns reduced the anmoun
t paid by BT from $21 billion
to $17 billion.

6. The Applicants believe this nmerger is in the public in
terest. The merger conbines
the financial resources and gl obal position of BT with the nonmen
tum and conpetitive market
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expertise of MCI and is expected to bring benefits to its custom
ers by providing greater reach,

i ntegrated end-to-end services and the conmbi ned strength of the
two conpanies. For M, the

merger will provide financial strength and stability. M wll
al so benefit from BT s experience in

provi di ng | ocal teleconmunications services. BT will gain acces
s to the North Anmerican

tel ecomuni cati ons market. Concert will be able to capture an

ncreasi ng share of the gl obal
t el ecomruni cati ons market through BT's broad range of internatio
nal relationships. Concert wll
al so be able to capitalize on MCl's growth record in the United
States | ong di stance market as
well as its success in opening up new markets to conpetition.

7. MCI expects Montana custonmers to benefit directly from
the merger through
| ower prices and service and technol ogi cal innovations spurred b
y the diverse experiences of Ml
and BT experts as well as the joined capital resources and effic
iencies. M wll offer Mntana
custonmers an integrated set of products and services that will i
nprove | ocal, donestic and
i nternational comruni cations. The increased conpetition expecte
d to result fromthe nerger
shoul d generate |lower prices, greater choice, a greater variety
of service options and nore rapid
depl oynent of advanced technol ogies for |ocal tel ephone custoner
S.

B. FCC Approva

8. On August 21, 1997, the Federal Communications Comm ss
ion (FCC) approved
the proposed nerger of MCI and BT subject to conditions and safe
guards that the FCC believes

are necessary to ensure that the nmerger will enhance conpetition
in the United States. The FCC

concl uded that the followng comm tnments and devel opnents will e
nsure that the merger will have

proconpetitive effects:

1) BT recently agreed to accept a settlenment rate of 7 ce
nts per mnute, one of the
| owest in the world, to term nate United States-outbound calls i
n the United Kingdom

2) MCI has commtted to support the equal access initiati
ves of the European Union.

Page 3



97MI6004. t xt

Under equal access, custonmers would have the option of pre-subsc
ribing to carriers other than BT
for United Kingdom outbound |ong distance and international cal
s. Currently, such custoners
must di al special access codes on a call-by-call basis to use BT
's conpetitors. Ml also
acknow edged that the FCC could take enforcenent action against
MCI if BT fails to conply with
Eur opean Uni on equal access requirenments as inplenmented by the U
nited Kingdom Accordingly,
the FCC conditioned its grant of the license transfer upon MCl's
non- acceptance of BT traffic
originated in the United Kingdomto the extent BT is found to be
in non-conpliance with United
Ki ngdom regul ati ons i npl enmenting any European Uni on equal access
requirenents.
3) BT and MCI have committed to the European Conm ssion t
o make substanti al
capacity on the TAT-12/13 transatlantic submari ne cabl e avail ab
e to newy licensed conpetitors.
In addition, MClI has agreed to provide these new conpetitors wt
h adequat e nmatchi ng backhaul
capacity in the United States.
4) BT and the United Kingdom Governnment recently announce
d that the United
Ki ngdom Government will redeemits "special share"” in BT. The U
. K. Government's decision to
sever all ownership ties with BT provides additional assurance t
hat BT will not enjoy any speci al
advant age over other carriers.
C. Analysis
9. Based on the application and its investigation, the Co
nmm ssi on concl udes that the
proposed nmerger is in the public interest and, therefore, should

be approved. Ml wll have
access to operating and adm nistrative expertise that will enabl
e it to continue providing quality
service to current MCI and BT custoners. Concert will be able t
o mai ntain substantial capital

expenditures in existing operations and will invest for growh i

n new markets. The nerger wl

pronote conpetition in |ocal tel ephone service, consistent with
Comm ssi on rul es, rel evant

Mont ana statutes, and the Federal Tel ecommunications Act of 1996
, Pub. L. No. 104-104, 110
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Stat. 56 (to be codified as anended in scattered sections of 47

US.C). MI's current sales and
support organi zation servicing Montana will not change.
10. Based on the application, the merger will bring benefi

ts to Montana customers
t hrough | ower prices, greater choice anong providers, nore servi
ce options and nore rapid
depl oynent of advanced technol ogies for |ocal tel ephone custoner
S.
Concl usi ons of Law

1. The Commi ssion has authority to supervise, regulate an
d control public utilities
operating in Mntana. Section 69-3-102, MCA. M is a public u
tility offering "regul ated
t el ecomruni cati ons services" in the State of Montana as defi ned
in 0O 69-3-803(3), MCA. Section
69-3-101, MCA

2. The Comm ssion has authority to do all things necessar
y and convenient in the
exerci se of the powers granted to it by the Montana Legi sl ature
and to regul ate the node and

manner of all investigations and hearings of public utilities an
d other parties before it. Section 69-3-103, MCA
3. The Comm ssion has jurisdiction over all utility activ

ities which affect a utility's
duty to render "reasonably adequate services and facilities" at
"reasonabl e and just" rates, and has
the authority to "do all things necessary and convenient in the
exercise of its powers," including
the sale or acquisition of public utilities that provide intrast
ate regul ated tel ecommuni cati ons
services. Sections 69-3-103 and -201, MCA.

4. The United States Congress enacted the Tel ecomruni cati
ons Act of 1996 to
encourage conpetition in the tel econmunications industry. Congr
ess gave responsibility for
much of the inplenmentation of the 1996 Act to the states, to be
handl ed by the state agency with
regul atory control over tel ecommunications carriers. See genera
1y, Tel econmunications Act of
1996, Pub. L. No. 104-104, 110 Stat. 56 (anending scattered sect
i ons of the Comrunications
Act of 1934, 47 U S.C. O 151, et seq.).

5. Adequate public notice and an opportunity to be heard
has been provided to al
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interested parties in this Docket, as required by the Montana Ad
m nistrative Procedure Act, Title
2, Chapter 4, MCA.
Or der

THEREFORE, based upon the foregoing, it is ORDERED that, ef
fective upon ratification
of the nerger by MCI and BT sharehol ders, the proposed nerger of
MCI and BT is
APPROVED.

Approval of the proposed merger does not constitute determ
nati on or approval of rates
or any rate making issues.

DONE AND DATED this 2nd day of Septenber, 1997, by a vote o
f 5-0.
[0BY ORDER OF THE MONTANA PUBLI C SERVI CE COW SSI O

DAVE Fl SHER, Chair man

NANCY MCCAFFREE, Vice Chair

BOB ANDERSON, Conm ssi oner

DANNY OBERG, Conmi ssi oner

BOB ROWE, Conmm ssi oner
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ATTEST:

Kat hl ene M Ander son
Conmm ssi on Secretary

( SEAL)

NOTE: Any interested party may request the Comm ssion to rec
onsi der this decision. A

notion to reconsider nmust be filed within ten (10) day
s. See ARM 38. 2. 4806.
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