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c
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p
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r
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B
efore the

F
E

D
E

R
A

L
 C

O
M

M
U

N
IC

A
T

IO
N

S C
O

M
M

ISSIO
N

W
ashington, D

.C
. 20554

In the M
atter of

M
cL

eodU
SA

 Incorporated
and D

akota T
elecom

m
unications

G
roup, Inc.

File N
o.

A
pplication for T

ransfer of C
ontrol of

C
om

m
on C

arrier H
olding A

uthorization
U

nder Section 214 of the C
om

m
unications

A
ct of 1934, as A

m
ended

T
o: C

hief, International B
ureau

A
P

P
L

IC
A

T
IO

N

M
cL

eodU
SA

 Incorporated ("M
cL

eod") and D
akota T

elecom
m

unications G
roup,

Inc. (jointly, the "A
pplicants"), hereby request authority of the Federal C

om
m

unications

C
om

m
ission ("FC

C
" or "C

om
m

ission"), pursuant to Section 214 of the C
om

m
unications A

ct of

1934,47 U
.S.C

. § 214, and Section 63.18(e)(5) of the C
om

m
ission's R

ules, 47 C
.F.R

.

§
63.18(e)(5),

for the transfer of control of D
akota T

elecom
m

unications G
roup, Inc. ("D

akota"),

a com
m

on carrier holding a Section 214 authorization, from
 D

akota to M
cL

eod.

T
his transfer of control w

ill occur as part of a transaction w
hereby D

akota and its

subsidiaries w
ill becom

e the direct and indirect subsidiaries of M
cL

eod. U
nder the term

s of an

A
greem

ent and Plan of M
erger ("A

greem
ent") am

ong the parties, M
cL

eod has form
ed W

est

G
roup A

cquisition C
o. ("W

est G
roup"), a w

holly-ow
ned subsidiary incorporated in D

elaw
are.

D
akota w

ill m
erge w

ith and into W
est G

roup, w
ith D

akota surviving. A
fter the transaction,

D
akota and its subsidiaries w

ill be w
holly-ow

ned subsidiaries of M
cL

eod. T
he efficiencies



created by this transaction w
ill have no negative im

pact on the operations of D
akota, and the

changed corporate structure w
ill be transparent to custom

ers.

G
rant of this A

pplication w
ill serve the public interest, convenience and necessity.

T
his transfer of control w

ill allow
 the A

pplicants to m
anage their com

bined telecom
m

unications

operations m
ore efficiently, perm

itting greater investm
ent in facilities, custom

er services and

tecim
ological innovation. Further, the com

bination of D
akota and M

cL
eod w

ill provide the

custom
ers of those entities w

ith a m
ore diverse and com

prehensive selection of services from
 a

single vendor. T
his transaction w

ill ensure continued provision of international long distance

services to D
akota's existing custom

ers and should prom
ote com

petition and low
er prices in the

international long distance services m
arket.

I.

	

T
H

E
 P

A
R

T
IE

S

A
.

	

D
akota T

elecom
m

unications G
roup, Inc.

D
akota is a public corporation organized and existing under the law

s of the State

of D
elaw

are w
ith its principal executive office in Irene, South D

akota. D
akota is a diversified

telecom
m

unications services com
pany w

hich directly or through its subsidiaries is engaged in

the provision of telecom
m

unications products and services. D
akota is a nondom

inant carrier and

holds an authorization under Section 214 to resell international sw
itched services granted in File

N
o. IT

C
-94-394.T

he certificate in File N
o. IT

C
-94-394 w

as granted to D
akota C

ooperative

T
elecom

m
unications, Inc., ("D

C
T

") a corporation form
ed under the law

s of the State of South

D
akota. O

n July
25,

1997, D
C

T
 m

erged w
ith D

akota T
elecom

m
unications G

roup, Inc. and w
as

incorporated in the State of D
elaw

are. R
egulatory approval for the transfer of control from

 D
C

T



to D
akota w

as not obtained in 1997. T
his oversight w

as recently discovered as part of the due

diligence conducted by the parties to the instant transaction. A
s part of this application, the

parties therefore request that the C
om

m
ission authorize the transfer of the Section 214

authorization from
 D

C
T

 to D
akota

nunc pro tune
pursuant to Section 63.1 8(e)(5) of the

C
om

m
ission's rules.

Inform
ation concerning D

akota's legal, tecim
ical, m

anagerial and financial

qualifications to provide service w
as subm

itted w
ith D

C
T

's Section 214 application and is

therefore already a m
atter of record at the C

om
m

ission.

B
.

	

M
cL

eodU
SA

 Incorporated

M
cL

eod is
a

publicly traded corporation (N
A

SD
A

Q
; sym

bol: M
C

L
D

) organized

and existing under the law
s of the State of D

elaw
are.

M
cL

eod's principal offices are located in

C
edar R

apids, Iow
a.

M
cL

eod is a provider of a broad range of telecom
m

unications products and

services to sm
all and m

edium
-size business and residential custom

ers and governm
ent agencies.

M
cL

eod's services include prim
arily com

petitive local and long distance telecom
m

unications

services, com
petitive access services, including special access and private line services, and

m
aintenance and installation services of fiber optic telecom

m
unications netw

orks. P
ursuant to a

certificate issued by this C
om

m
ission in File N

o. IT
C

-93-3 11, M
cL

eod, through its subsidiary

M
cL

eodU
SA

 T
elecom

m
unications Services, Inc. ("M

cL
e0dU

SA
"), form

erly know
n as M

cL
eod

T
elem

anagem
ent, Inc., is authorized to resell international sw

itched services.

Inform
ation concerning M

cL
eod's legal, technical, m

anagerial and financial

qualifications to provide service w
as subm

itted w
ith M

cL
eodU

SA
's Section 214 application and

is therefore a m
atter of record at the C

om
m

ission.



IL

	

D
E

SC
R

IP
T

IO
N

 O
F

 T
H

E
 T

R
A

N
SA

C
T

IO
N

M
cL

eod and D
akota have determ

ined that they w
ill realize significant econom

ic

and m
arketing efficiencies through a transaction by w

hich D
akota w

ill m
erge w

ith a w
holly-

ow
ned subsidiary of M

cL
eod. A

ccordingly, on O
ctober 27, 1998, M

cL
eod and D

akota executed

an A
greem

ent and P
lan of M

erger ("A
greem

ent"). P
ursuant to the A

greem
ent, M

cL
eod has

form
ed W

est G
roup, a w

holly-ow
ned D

elaw
are corporation, for the purpose of consum

m
ating

the proposed reorganization. D
akota w

ill m
erge w

ith and into W
est G

roup, w
ith D

akota

surviving.
A

t the effective tim
e of the m

erger, each share of D
akota com

m
on stock w

ill be

converted into the right to receive 0.4328 of a share of M
cL

eod's C
lass A

 com
m

on stock ($0.01

par value). T
he m

axim
um

 num
ber of shares of M

cL
eod's C

lass A
 com

m
on stock issuable

pursuant to the A
greem

ent (assum
ing the exercise of all outstanding options to purchase D

akota

com
m

on stock) is expected to be approxim
ately 1

.295
m

illion shares. T
he m

erger w
ill also

result in M
cL

eod's assum
ption of approxim

ately $30.9 m
illion in debt.

A
s a result of the reorganization, D

akota w
ill becom

e a w
holly ow

ned subsidiary

of M
cL

eod. D
akota w

ill continue operating under its current nam
e, and w

ill rem
ain the Section

214 certificate holder.

III.

	

R
E

Q
U

E
ST

 F
O

R
 T

R
A

N
SF

E
R

 O
F

 C
O

N
T

R
O

L

Pursuant to Section
63.18(e)(5)

of the C
om

m
ission's R

ules, the A
pplicants set

forth the follow
ing inform

ation:



(a)T
he nam

e, address and telephone num
ber of A

pplicants are:

M
cL

eodU
SA

 Incorporated
M

cL
eodU

SA
 T

echnology P
ark

6400 C
 Street, S.W

.
P

.O
. B

ox 3177
C

edar R
apids, Iow

a 52406-3177
T

el: (319) 364-0000

D
akota T

elecom
m

unications G
roup, Inc.

P
.O

. B
ox 432

Irene, South D
akota

57037
Tel:

(605)
263-3301

(b)M
cL

eod is a corporation organized and existing under the law
s of the State of

D
elaw

are. D
akota is a corporation organized and existing under the law

s of the
State of D

elaw
are.

(c)
C

orrespondence concerning this A
pplication should be addressed to:

For the transferee:

D
avid R

. C
onri

V
ice President R

egulatory and L
aw

M
cL

eodU
SA

 Incorporated
M

cL
eodU

SA
 T

echnology P
ark

6400 C
 Street, SW

P
.O

. B
ox 3177

C
edar R

apids, Iow
a 52406-3177

T
el: (319) 364-0000

w
ith a copy to:

Peter A
. R

ohrbach
H

ogan &
 H

artson L
.L

.P.
555

T
hirteenth Street, N

.W
.

W
ashington, D

.C
. 20004-1109

T
el: (202) 637-5600

For the transferor:
T

hom
as W

. H
ertz

C
hief E

xecutive O
fficer

P
.O

. B
ox 432

Irene, South D
akota 57037

T
el: (605) 263-3301



w
ith a copy to:

T
eresa D

. B
aer

K
im

berly S. R
eindi

L
atham

 &
 W

atkins
1001 Pennsylvania A

ve., N
.W

.
Suite 1300
W

ashington, D
.C

. 20004-2200
T

el: (202)
637-2200

(d) D
akota is authorized to resell international sw

itched services pursuant to the
Section 214 authorization granted in File N

o. IT
C

-94-394.

M
cL

eod' s subsidiary M
cL

eodU
SA

 T
elecom

m
unications Services, Inc., form

erly
know

n as M
cL

eod T
elem

anagem
ent, Inc., is authorized to resell international

sw
itched services pursuant to the Section 214 authorization granted in File N

o.
IT

C
-93-3 11.

(e)(5)
A

pplicants request authority for the transfer of control of D
akota, a

com
m

on carrier holding an international Section 214 authorization, pursuant to
the term

s and conditions of
63.18(e)(5)

of the C
om

m
ission's R

ules.

(f) N
o response required.

(g) N
o response required.

(h)( 1)
M

cL
eod and D

akota hereby certify that neither entity has an affiliation
w

ith a foreign carrier w
ithin the m

eaning of § 63.18(h)(1) of the C
om

m
ission's

R
ules.

(h)(2)
D

akota w
ill be a w

holly-ow
ned subsidiary of M

cL
eod. Inform

ation
regarding the principal shareholders of M

cL
eod is provided in E

xhibit A
,

attached.
T

he prim
ary business of N

ew
 D

akota and M
cL

eod is
telecom

m
unications services. N

o director of D
akota or M

cL
eod holds an

interlocking directorship.

(i)
M

cL
eod hereby certifies that it has not agreed to accept special concessions

directly or indirectly from
 any foreign carrier or adm

inistration w
ith respect to

traffic or revenue flow
s betw

een the U
.S. and any foreign country w

hich M
cL

eod
m

ay serve under the authority granted under this part, and w
ill not enter into such

agreem
ents in the future.



(j) T
he A

pplicants hereby certify that no party to this application, as defined in 47
C

.F.R
. § 1.2002(b), is subject to denial of Federal benefits pursuant to Section

5301 of the A
nti-D

rug A
buse A

ct of 1988, 21 U
.S.C

. §
853(a).

IV
.

	

C
O

N
C

L
U

SIO
N

A
ccordingly, the A

pplicants respectfully request that the C
om

m
ission authorize

the transfer of control described herein.

R
espectfully subm

itted,

M
cL

eodU
SA

 Incorporated

D
akota T

elecom
m

unications G
roup, Inc.

B
y:

(J-

D
ated:

	

I'?
-I/-

q



E
X

H
IB

IT
 A

T
he current ten percent or greater shareholders of M

cL
eod are as follow

s:

1.
IE

S Investm
ents Inc., a w

holly-ow
ned subsidiary of lB

S Industries Inc. ("IE
S"), 200 1st

Street, S.E
., C

edar R
apids, Iow

a 52401. IE
S and IE

S Investm
ents Inc. are U

.S. corporations.
JE

S is an electric utility com
pany.

2.
M

W
R

 Investm
ents Inc., a w

holly-ow
ned subsidiary of M

idA
m

erican E
nergy H

oldings
C

om
pany ("M

idA
m

erican"), 500 E
. C

ourt A
ve., D

es M
oines, Iow

a
50309.

M
idA

m
erican

and M
W

R
 Investm

ents Inc. are U
.S. corporations. M

idA
m

erican is an electric utility
com

pany.

3.
C

lark E
. M

cL
eod and his w

ife M
ary E

. M
cL

eod, do M
cL

eodU
SA

 Incorporated,
M

cL
eodU

SA
 T

echnology P
ark, 6400 C

 Street, S.W
., P

.O
. B

ox 3177, C
edar R

apids, Iow
a

52406-3 177.
M

r. and M
rs. M

cL
eod are U

.S. citizens. N
either M

r. M
cL

eod nor M
rs.

M
cL

eod individually holds ten percent or m
ore of M

cL
eod's stock, but their com

bined
holdings exceed ten percent.

4.
L

um
pkin Fam

ily G
roup, do C

onsolidated C
om

m
unications Incorporated, 121 South 17th

Street,
M

antoon, Illinois 61938. T
he L

um
pkin Fam

ily G
roup represent the com

bined
ow

nership interest in M
cL

eodU
SA

 by various m
em

bers of the L
um

pkin fam
ily. T

he
L

um
pkin fam

ily's M
cL

eodU
S

A
 C

lass A
 C

om
m

on S
tock is held in 49 separate trusts. W

hile
the com

bined ow
nership interest in M

cL
eodU

SA
 in the 49 separate trusts equals 13.4%

, no
one individual L

um
pkin fam

ily m
em

ber controls a 5%
 or greater ow

nership in M
cL

eodU
SA

.
A

ll m
em

bers of the L
um

pkin Fam
ily G

roup are U
.S. C

itizens. D
etails regarding the various

L
um

pkin Fam
ily G

roup trusts are available upon FC
C

 request.

A
s part of the transaction described herein, new

 shares of M
cL

eod stock w
ill be

issued to existing holders of D
akota com

m
on stock. A

s a result, the interests of the above
M

cL
eod shareholders w

ill be diluted w
hen the m

erger is consum
m

ated. M
cL

eod does not
currently anticipate that the issuance of M

cL
eod stock to D

akota shareholders w
ill result in any

new
 ten percent or greater shareholders of M

cL
eod.
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