STATE OF MISSOURI

              PUBLIC SERVICE COMMISSION

At a session of the Public Service Commission held at its office in Jefferson City on the 2nd day of August, 2005.

Application of Talk America Inc., to Purchase the
)

Stock of LDMI Telecommunications, Inc. d/b/a 

)

LDMI Telecommunications, and Long Distance of
)  
Case No. XM-2005-0492

Michigan, Inc. d/b/a FoneTel



)

ORDER APPROVING APPLICATION
Issue Date:  August 2, 2005
 



Effective Date:  August 12, 2005
On June 14, 2005, Talk America Inc., filed an application requesting that the Commission approve its purchase of the stock of LDMI Telecommunications, Inc. d/b/a LDMI Telecommunications, and Long Distance of Michigan, Inc. d/b/a FoneTel (LDMI).  

The purchasing company, Talk America Inc., is a Pennsylvania corporation, and is itself a direct, wholly-owned subsidiary of Talk America Holdings, Inc.  Talk America Inc. currently holds certificates in Missouri to provide interexchange and competitive local exchange telecommunications services.  The company that Talk America Inc. intends to purchase, LDMI Telecommunications, Inc., is a Michigan corporation.  It holds certificates to provide telecommunications services in Missouri under two names.  Under the name LDMI Telecommunications, Inc. d/b/a LDMI Telecommunications, it is certificated to provide intrastate interexchange service.  Under the name Long Distance of Michigan, Inc. d/b/a FoneTel, LDMI is certificated to provide intrastate interexchange and non-switched local exchange telecommunications services.
To consummate the transaction, LDMI will merge with Lion Acquisition Corp., an acquisition subsidiary of Talk America Inc.  Talk America Inc. will then purchase all of the stock of LDMI.  As a result, LDMI will become a wholly-owned subsidiary of Talk America Inc., but will continue to operate as a separate entity.  LDMI will retain its names and certificates of authority in Missouri.  All existing tariffs will remain in place and current customers will not see a change in their service providers.       

The application indicates that it was filed on behalf of Talk America, although it also suggests that LDMI may have been intended to be a joint applicant.  To clear up any confusion, on July 5, the Commission, acting on a motion filed by its Staff, issued an order adding LDMI as a party. 
The Commission’s Staff filed its recommendation regarding the application on July 14.  Staff indicates that the proposed merger of LDMI with Lion Acquisition Corp., the acquisition subsidiary of Talk America Inc., is a merger for which the parties must obtain the Commission’s approval under Section 392.300.1, RSMo 2000.  Staff indicates that this proposed merger is not detrimental to the public interest and recommends that the Commission approve that transaction.  

Staff also indicates that the proposed sale of the stock of LDMI to Talk America Inc., is not subject to the requirements of Section 392.300.2, RSMo 2000, because neither of the companies involved in the transaction is organized or existing under the laws of Missouri.  As a result, Staff contends that the proposed sale of stock is not subject to the

Commission’s jurisdiction.  On that basis, Staff recommends that the Commission find that it does not have jurisdiction over the sale of the stock of LDMI to Talk America Inc.

Neither Talk America Inc. nor LDMI have filed a response to Staff’s recommendation.  The Office of the Public Counsel, which is also a party to this case, has not responded to Staff’s recommendation, nor has it filed its own recommendation.
Based on the recommendation of its Staff, the Commission finds that the proposed transaction is not detrimental to the public interest and should be approved.  The Commission, however, disagrees with Staff’s suggestion that there are really two proposed transactions and that the Commission has jurisdiction over only one of those transactions.  The Commission believes that there is only one transaction, the merger of LDMI with Talk America Inc., which is being accomplished through the use of an acquisition subsidiary.  Talk America Inc.’s purchase of the stock of LDMI is just the means by which that merger is being accomplished.  Since the Commission has jurisdiction over a part of the transaction, it must have jurisdiction over the entire transaction.  Therefore, in approving the proposed transaction, the Commission is approving all aspects of that transaction, including the sale of the stock of LDMI, as well as the merger of LDMI with Lion Acquisition Corp.
IT IS THEREFORE ORDERED:

1.
That Talk America Inc.’s Application for authority to purchase the stock of LDMI Telecommunications, Inc. d/b/a LDMI Telecommunications, and Long Distance of Michigan, Inc. d/b/a FoneTel, including the merger of LDMI with Lion Acquisition Corp., is approved.   
2.
That this order shall become effective on August 12, 2005.
3.
That this case shall be closed on August 13, 2005.


BY THE COMMISSION



Colleen M. Dale



Secretary

( S E A L )

Davis, Chm., Gaw, Clayton and Appling, CC., concur

Murray, C., concurs, concurring opinion to follow
Woodruff, Senior Regulatory Law Judge
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