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IIEFOKE T IIE P IILIC UTILITIES COM ~IIS ION 
OFTllt:STATt:Of· so lJTII DAKOTA 

l's r!IE ~l ,\ T r EK OF TII E S1\LE OF lll E 
\IAJORITY 01' Kl, NNEllEC TELEPHOl\E 
C \IPA1'Y. IN . SIOCK TO ROD 
AND OO~"NA BQW;\R 

Kt:QIJEST fOlt CONflDENTIAI. TKEATMENT Of INFOKMATION 

t•ursu=1 nt 10 AR D 20 10:0 1 :-l l , Rod and Donna 130\, ar, through 1hc1r undersigned 

attoml'~ . ~llch:1d J Brndky, n.-q ucst tJ1a11hc do,:umcn1s enclosed mu st:akd cm elope and 

appropnatcl) markC'd . be afTord,-d confidcn1tal 1rca1mt·nt as pro, 1d<.·d for m ARSD 

-10 10 IJI -10 .md JO 10 01..u through ·'-'· In suppon of thi:i. n.--qucst. Rod and Donnn llo\\ar 

The first :,e1 of documents 111 the unaclK'tl scaled cn, clo~ consists of the 

folio,, ln}l from 1hc 1ock Purch;tsc Agrccmcm bcm ccn Rod J nd Donna 13on"Jr and 1hc 

current toclholdcr of Kennebec Telephone Comp:my. Inc.: page I of the grccmcnl: 

Fxh1b1t A. page 1 of E,;:h1b11 13-1 : p:1gc I of l!xh1bn 13-2: page I of fah1b11 U-3: and pagl' I of 

~,;:h1b1t B~ These pages contain the agn•1..-d upon purch:tsc pncc for ccnnm shares ordw 

s1oc or Kennebec Telephone ·ompany. Inc. 

The second documem m 1he alto hcd sc:ilcd cm l'lopc 1s page I from 1hc lock 

Rcdcmpoon gn.-cnK"tlt tx·I\\Cen Ktnncbf.'c Tl..'lephon1.. l.ompan) . Inc and Delores 

Johns1onc I lus page orun1ns the redcmpuon pncc p:ud b) 1hc Tcle1>hon,· Comp:my for the 

11UJOnl) of Kenncbc'C Telephone Company. hw. s1ock 

3. rhc tlurd document 111 1hc nnachcd scaled em elope 1s a pro fonna 13nlanct· 

hcct for the )C rs l'rH 10 2001 for Kennet>..·..: rckphonc Complny. Inc 



The fourth docu111cnt 111 1hc at1uchcd sc:tled <.•n, clo1>e 1s a pro forma Forecasu:d 

S1:11cmcn1 or Cush Flo" for the yc11rs 1997 10 2001 for Kennebec Tcll'phone 'ompany. Inc. 

5. The fitih documl'lll 111 the anachl'd scak-d l'n,·clopc as a lustoncal H1ll'm,·111 of 

Opcro11ons (a Net Income S1:1h: 111ent) for the years 1993 to 1997 and u forecasll'd ~uuemcnl 

ofOpcr.111011s (:a Net Income S1:11cmen1) for 1he years I WJS 10 2001 for Kennebec Telephone 

Cum1).111y, Inc. 

6. 1 he n:1111<.·. address and telephone number of the person to be con1acll'd 

regardmg 1h1s reqm:s1 1s: 

Michael J. Bradley 
MOS & 81\RNETT 
A l>rofoss1onal Assoc1auon 
-l 00 Norwcsl Center 
90 Jouth Seventh Street 
Minneapolis. Minncsolu 55-l02 
Telephone: 612-347-03.\7 

7. A midc Sl.'cn:11s broadly dl'fincd 111 SDCL § 37.21). \1-l) us infomm11011 1ha1 

den ,c..•s ccono1111c ,·aluc from 1101 bcmg 1:1cncmlly known to p,,:rsons who cun obtain ccononm: 

,·aluc from 11s disclosure. 

8. Tht length of 11111c for wl11ch confidentiahty 1s bemg rcquestl'd for 1hc pages 

contnmmg the agreed on pun:hase pncc for 1hc stock anJ tor the n.•dcmpuon pncc for 1hc 

maJOnt) of the s1ock 1s 1cn )C:U'S. 

9. If the purchase or !'l'demp11011 pnce becomes pubhc. possible fo1urc buyers 

would garn unpon:uu knm, ledge rcgurd111g Rod :me! l>onnu Dowar's esunmtc of 1he \':tluc of 

1hc Company. MorcO\cr. a kuown pnor purchase pncc for one company may be 1n:au.·d by 

SCIIC'rs as a floor pncc. \\ l11 c:h could cscalale pnccs for future ucqms111ons. Such 

consequences 111<.·et 1hc broad dcfi 11111011 of 1radc st"C"rct found 111 ~D('L § 37-29-1 (-l ). The 

1171(111 



South 1)3ko1a Public l!t1h111:s Conumss1011 r· omnuss1on"') has :adopted ARSD 20:10:01:39. 

,, h11.h Olll11da1cs t..·onfidcnual m.-utmml for tradc scrrc.•1 . Such 1rcatme111 1s warr.mtL-d here. 

10. l' ursuan110 AR D 20. 10 01 ·39. the Comn11ss1on may treat mfonn:111011 as 

confidc1u1al The pur hasc pncc "as trc:uC'd as confide1111al 111 each of the dockets 

,11uhon11ng the sale oft. WE T Commumca11on . Inc. exchanges. Stt ~ - Docket 

TC9J -J 22 and D0d.e1 TC96-125. the S!lle of the Kudoka Telephone ('01111>:my stock. Docket 

TC96-16 , and m the S31c of the Jefferson Tch.1>hom: ompany stock. Dockcl TC97-159. 

Comm1s 10n Ruic. ARSD 20. 10 01 .,U. requires eonfidcnual treatment of mfonn:mon ,, hen 

such mforma11on has bcrn treated s confidcn11al ma pnor rnhng. 

11 The pubhc 1n1crcst 1s not hamlC'd by grun tmg confitlcnual lreutmcnt because 

the purchase pncc has no cfft..-ct on the rates churgcd. The omm1ss1on prevents a company 

from chargmg rates based on the ocqms111on pn e Ss:t l>tcis,on and Order Rr1wd1°'' t!w 

S11k oClbr Ckurfirld f :scbao,·c. dated October 2-1. 1996. Docket TC96- I 25 . Rod a11d Donna 

Bow:tr agree to tx.· bound by th,s rcqu ircmcn1, and therefore !he purchase pnce 1s not 

11npor1unt to the public 

12. Tdephone companies ha\t..' general!) 1rea1cd 1hc purchase and rcdcmpt1on 

pncc of lclcphonc compamc . \\ hc1her an asset tran fe r or a s1ock acqu1s111on. us 

confidcn11al. 1uk111g cffons 10 prc\ Cnt disclosure Rod :tnd Donna Bowar have 1nkcn tins 

prccauuon because the mformahon could ad, erscl) affo:1 1hc purchaSt' pncc of fu1urc sale 

and acqu1s111ons b) them. Finally. 1tw purctwsc pn c p:ud for 1hc lock of Kcnnebc-c 

Telephone Company. Inc. 1s not a mailer of pubhc mtcrcs1: 11 1s strict ly confidenual and 

pnvatc mfornun1on. 

m11r1 



13. The length of 11mc fo r "hieh confidc111ial11y 1s being r<.-qucs1c:d for 1he pro fomw 

Bulan c Shctl . pro fonnn Forcraslcd S1utcm<>nl of Cash Flows. hi 1oncal Net Income 

Statcmcm and forccas1cd 'Net lncorrn.• uucmcnt 1s li\e )C!ll'S. 

1-'. Telephone companu .. -s h:i\c ah\a)'S trcatcJ the lypL' of 1nfom1a1io11 co111ainaJ on 

the pro fonna Balance Sheet, S1all'111cn1 of Cash Flm\ S anJ Nc1 Income Statements as 

conlidcr11i:d. laking efforts 10 prC\l'III its dj.51. Josurc. They ha, c rakcn this precaution because 1hc 

info m1a1ion ioc ludcs 1hc company's rc\'cnUt.'S by class of ~-n•1cc. e~pcnscs anJ nCI 111eomc. This 

1nfonna1ion \\ Ould ha\'c economic \'Uluc to pou.·nt1al compc1i1ors. The mfonuation con1auu.-d in 

1hc pro fom1us is not a muller of publ11: i111crcs1: it i stricll) confidential and pm·a1c 111fo m1a1ion. 

1 S Accordmgly. Rod and Docma Bowar rt.-qucst tha1 confidcn11al pro1cc11on be 

afforded 10 the nrachcd documc111s. 

L>a1cd. June __ • 1998 

Respectfully subm11tcd . 

By 
1/ 
Michael J. Bradley 

MOSS & llARNEIT 
A Profc~1onal 1\ ssoc1a1ion 
4800 'orwes;t Center 
90 ouch Sc\'Clllh Street 
~-hnn apolis. MN ss..io2~.i 129 
Tckph : 6 12-3~7-0337 

AuomC)'S on Behn If of Rod 
and Donna Bowar 



Ccn1fifili l£ o(Sln 'icc 

I hC'f"Cb)' certify that :m original and eleven copit.-s of 1he Jo11u Applica1ion. the Prefilcd 
Dmx1 Tc 11mony of Rod Bownr rmd 1hc Request for Confidcn1ial Treatment of lnfonna1ion 
\\"'re sent , u1 Federal Express on 1hc 8th day of June. 1998. to the fol lowing: 

W1lli:un Bullard 
Exccuti\'C Otrc 1or 
South Dak.01:i l'ubhe Ut1 h11 Comnu ion 
State of South Dakota 
500 East Capitol 
P1rnc. South D3ko1u 5i501 

and a true and eorrc t copy smt by fl·<kral Express to 1hc following. 

Roh&)'""' \\"1es1 
South D:iJ.:01:i Public U11 hr cs Comm1 1\ln 

Capitol Bu1ld1ng 
5()(l Eas1 C:ip,101 
Pierre:. uth Oako1a 57501 

and :a u,1c and coITTCt copy by FcdcraJ Express 10 thl' persons on the :muched list. 



Rod Bowar 
Kennebec Telephone Co mpany 
PO Box 158 
Kcnnclx.'t'. SI) 57SJ J 

Delores Johnstone 
Kennebec T.:lcphonc ompany 
PO Box 158 
Kcnm .. ffl. D 575-U 

1c,·en ~·1. Maun 
B:aint. llolm. McEachcn 
Pedersen. Hamann & S1r.1.shcim 
1500 Woodmen To"cr 
Omaha. NE 6 I 02 
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Sou1h D.1kon TELECOMMUNICATIONS SERVICE FfLTNGS Public l./11!111<.'S Comm1s.s1on 
Smc C.1puol 500 ft Capuol fhe.M .are1M 1ei.c:~Mlon1 Mf't1Ce lililng11h411 IM C°"'""nM)II tw, ,ecffo'ed lot the penodol: 

P1crrt', SD S7501 ·5070 06/ 05/ 98 th rough 06/ 11 / 98 
Phone· (GOS) 77J .J70S 

l·,ix; ,(,05\ 773.3809 
II 'fOU ftffd • Co,npkl• cop., o l • fittllg lued, OIIINft'IJhl UfKHMd, 0, m.tii.d to you, ....... Conl..CI ()d.1n« ,Cott,o-t11n lt11e d • 't l of'"'~ Fll,ng. 

DOCKET I 
NUMBER TITLE/STAFF/SYNOPSIS I DATE I INTERVENTIDN 

FILED DEADLINE 

NEGOTIATED INTERECONNECTION AGREEMENT FILED I u S WEST CommuncaDOnS N<d lo, app,oval by lhe Comms5'0n lhe negofia1110 ln1e,cor,necb0n AgueemeOI Ber.een I I 
TC

98 112 
US \NEST CommunieallOM, Inc and Dakota Servic:es, Ltd An t person wishing .10 commenl on the parties' reqUMC IOf 0Ml8/9

8 
Comments By 

• approval may do so by !\ling wnnen commenls w1th !he Commts5'0n and the partiff to !he ag,eoment no later than Juty 07,01198 
1 1998 Parties lo the aareement mav Ne wnnan rac......,ses to ltte comm•nts no later lhan Jutv 22 1998 

REQUEST FOR CERTIFICATE OF AUTHORITY 1-tion by Big Planet, Inc fo, a Ce,.flcale of Aulhonr, 10 ope<ale es • IOleoommurncations company w,lhln 1he Slale I I 
TC98-113 of South Oakcca, {Stilft HS,ICH) ·Applicant p,oposes to offe, 1 • , O• . 800, !ravel cau1. and p,epa,o card HMCe as wall 06m9'98 -· as diractorv assistance to botn business and residential users · 

SALE OF KENNEBEC TELEPHONE COMPANY INC. STOCK I The cunenl-e,sol Ken,ebec Tofepnone Compa,y Inc (l(TC) anO Roo anO Donna Bowaq..,Uy applylo lhe I I 
Commiss,on for approval ol 1ha sale ol lhe majoritv ol KTC &tock to Roa and Donna Bowou (Slaff OJ/KC) As pa1t ol 

n::.-11• !he over:1U transac:lion, KTC would redeem cef1ain Shares ol the stock ol the pnnopal s.lockhokler OclOfes Jonnstone 06/09/98 _. 
KTC would continua to operate and prOVlde local telephone 50MCe under 11s eosbng Catt11'1cata ol Autr.onty alter 1ne 
tttnr.k-t11 . 

You may receive this listing and other PUC publications via our website or via ln lernet 1-mall. You may subscribe to the PUC ma,hng lisl al 
h ttp:ftwww.11a1,.1d.uS111a11/e.ucu1iveJpuc/puc. .h1m 

PJI.GE 1 OF 1 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE SALE OF THE 
MA JORITY OF KENNEBEC TELEPHONE 
COMPANY, INC. STOCK TO ROD AND DONNA 
BOWAR 

ORDER FOR AND NOTICE 
OF HEARING 

TC98·114 

On June 9, 1998, the current stockholders of Kennebec Telephone Company, Inc. 
(KTC} and Rod and Donna Bowar (Bowars}, J01ntly apphed to the South Dakota Public 
Uttht1 s Coovn1ss1on {Convn1ss1on) for approval or the sale of the majority at KTC stock 10 
Bowars The joint apphcat1on stated, "As part of the overall transaction, KTC would 
redeem certain shares of the stock of the principal shareholder, Delores Johnstone. KTC 
would continue 10 operate and provide local telephone service under its ex1st1ng Certificate 
of Authority aher the stock sate " The KTC consists of the Kennebec and Presho 
exchanges 

On June 11, 1998, the Commss,on electrorncally transmitted notice of lhe filing and 
the intervention deadline of June 26, 1998, to interesled 1nd1v1duals and ent1t1es. No 
pet111ons to 1n1ervene or comments were filed 

The Cornm1ss1on has JUf1sdict100 1n this mane, pursuant to SOCL Chapters 1 ·26 and 
49-31 . specifically 1-26-17 1, 1-26-18. 1·26-19. 1·26-19.1, 49-31·2, 49-31 -3. 49-31 -3 1. 
49-31 -7. 49-31-7 1, 49-31-10, 49-31 -11 . and 49-31-59. The Comm1ss1on may rely upon 
any or all of these or other laws of this state in making its determ1nat1on 

A hearing shall be held on Tuesday. August 18. 1998. at 2 00 pm . at the Kennet>ec 
Community Room. Kennebec, South Dakota. The issue at the hearing 1s whether the sale 
of the ma,or11y of KTC's stock to Bowars should be approved 

The pubhc 1s 1nv1ted to pan1c1pa1e by test1fy1ng at the hearing. All persons so 
testifying will be subject 10 cross-exam1na11on by the pan1es. The order of the proceeding 
will be 1n the following sequence. (1) KTC; (2) Bowars: (3) Staff; and (4) the public in 
general 

The hearong 1s an adve<sary proceeding conducted pursuant 10 SDCL Chapter 1-26 
All parties have the rtgh1 to anend and represent themselves or be represented by an 
attorney However, such rights and other due process rights shall be forfeited 1f not 
exe<a sed at the hearing tf you or your representative fall to appear at the time and place 
set for the hearing, the Ftnal Oec1s1on wtll be based solely on testimony and evidence 
provided, If any, dunng the hearing or a Final Oec1s1on may be issued by default pursuant 
to SDCL 1-26-20 

The Comm1ss1on. after e)(am1n1ng 1he evidence and hearing 1es11mony presented 
by the pan,es, shall make F1nd1ngs of Fact, Conclusions of Law, and a Final Oec1s1on As 
a result of the heanng the Commission may e ither approve or reJect !he proposed sale of 



the Kennebec Telephone Company The Final Decisoon made by the Comm,ss,on may be 
appealed by the pan,es to the C1rcu1t Court and the South Dakota Supreme Court as 
provided by law It 1s therefore 

ORDERED that a hearing shall be held on the Joint application for approval of the 
sale of the ma)Onty of stock of KTC to Bowers at the time and place specified above. 

Pursuant 10 the Americans with 0 1sab1h1,es Act, this hearing 1s being held ,n a 
physically accessible location Please contact the Pubhc UtthUes Commission at 1-800-
332-1782 at least 48 hou"s ""°' to the neanng ~ you have special needs so arrangements 
can oe made to accommodate you 

Dated at Pierre. South Dakota, this _!'L_ day of August, 1998 

CUtTIFICATf 0, SERVICE 

r,,.~,.,...c.rt.t.NI .-. 
dOCIIIN.:,,l -laan~ ..... uponaillPl'tllKol 
1eco,e1,ntt-. OCICll4,l, M llt,Melon1ntOOC6.i......U 
.. O, flCNMatJ11DJfnlclftAfflllll.irl~ 

--~ . ...,~~"*-
"' kwahtdf& 
-· -r/11/<J<f" 

Of'FIClALSEAL 

BY ORDER OF THE COMMISSION. 
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RECEIVED 

THE PUBLIC UTILITIES 'YK~lSSlLN 
19% 

OF TH£ STATE OF St,~ OAKOTA50Ult1 ..iA~ VfA i,1uBL1C 
UTILI TIES COMMISS IO N 

IN THE MATTER OF THE SALE OF T HJ,:J 
MAJOR 1 TY OF KENNEBC:C TELEPHONE 
COMPAllY , 1 NC. STOCK TO ROD ANO 
DONNA BOWAR 

BEFORE THE PUBL I ~ UT!l.,ITIE. Cf':,O,.MISSION 

TC98 • 114 

PROCEED! NGS : The ve· f'n 1t ed he nng 
was hel on he 18 h d y 
of Augus t 19 8 at he 
KPnn&l::.ec Hearin R0< m, 
Kt"'nne c. So th Dakota, 
commenc1n t 2:00 p.m. 

PUBLIC trrlLITffS COMMISSIOtl: Jim Burg, Chainnun 
Lask Schoenfel e1 
Commissioner 
Pam l'J,=,.laon , C ,mmuaioner 

COMMI SSION STAt'F: Ro ayna A~ lta Wiest 
Katen C1eme r 
D ve Jacobso n 

Repor ed By Cheri Mccomsey w :. lel, RPR 

PREaslON REroRDNG 
I I \I I I I I> 
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APPEARANCES: 

ALSO PRESENT: 

MICIIAEL J. BRADLEY, 
MOSS & BARNETT, 
At.torneya AL La w, 
4 800 Norwest Ce n ter , 
Mlnneapo l la , Mlnneeot a 

HERB C. SUNOALL, 
LARSON, SUNOAL L, LARSON, 
SCHAU13 &- FOX , PC , 
At. corneya a Law, 
P.O. Box 187 , 
Kt:>nnebec, South Oakot 

ROD BOWAR 
DONNA £:iOWAR 
DELORES JOHNSTONF 

PREC!SJONREPORTitlG, l,TD. 
10S S. Euc 1 Ave., S ir~ F., Piet re, SD S7501 

(60:> 9.;5 0!,73 
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!ilt.nU.Jlll = 
Rod Bowar 
Da.ve Jacobson 

r;abibh; ti21 I! 2 

Join Appl1ca ion 

2 Prefi led Oi:-ec Te• l ny 

Dat req\.l.es t.O Mr . 81.~ley 
t:ron, D ve Jaeob•on 
d•te 7 15 · 98 23 

• Reeponseu to ta requests 
d ed 7 · 28 ~8 24 

fExlli its l nd 2 are r,c .. n f o r . d~n· 1 !ic ion) 

PRECISION REPORT 'G, LTD . 
10S s. Euclid Ave . , Su 1· ~ E, Pierre , SO 57S01 

(6GS ) 94 5·0573 
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MR. CHA IR~.:: I'll begi n h 

hearing. Docket TC98-114 in he matter of ho a le 

o f Lhe majority of ~ennebec Te lephone Company, 

Incorporated a ock to R and Donnu Bowar. 

The imc a appro x imatPl y 2 p . m. The dat.e is 

Auguot. 18 , 1998, and he l oc':'a ion o f he hearing ie 

Kennebec Heat 1n9 Room . 

I m J im Burg, commissione r ch i r n . 

Ccmm1Rsione ra Lask Schoentel dt:r nd Pam rlel aon re 

also present. I'm pr~e1 i ng ovf!'r' t.hia heoring . 

The h~arin•, is noti c,; tor Au us 18 , 1998 . an t.he 

No ice of Hearing was issue August 7 , 1998. 

Th issue a this nearing is wh ther th oale 

o! i.e m jor tty o ! hP t<enn~bec Tf'!lephone Comp ny 

stock t.o R an Oonno, Bowar should be ai:,p1ove • 

Al 1 p r iee have he n h t.o be present a nd 

o be r e pr eoented by an a t.orney. 1, l l pe r sons so 

a if'.yir g will S WO lll ln a d 8 b1PCL 0 

c ross e xamin ton by .. pd1Ut:8. The co"'mission•a 

fina decia1on may appe led y the par 1es to 

the S ate Ci r c u i CO•.lrt an Lhe Stale Supreme 

Cour . 

Rolayne W1es wi 11 act as C' iunission counse . 

She ma y prov1d, recommend~ rulings on procedural 

and evidr.n iary ma ere. The commiss1on may 

PRECISION REPORTING, LTD. 
105 s. E clid Ave., Su • ~ E, Pierre, SD 57501 

C605 94S 057 J 
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overru e 1. • couneel'a r~l!.tnin ry rulings 

thr oughout the hearing . If not overruled, t.he 

preliminary rulings will become final. 

MS. WIEST: I'll ke appearances of 

the par ies . 

MR. BRADLEY: I am Mike Bradley. 

I ' m representing Kennebec Telephone Company . And 

wi h me oday is ea int He rb Sund.:all, who is my 

South Dakota local counse l . 

,....S. CREMER: Karen Cremer. 

r e presenti ng commission eta!f , and I didn't bring 

my sc1int . .,..it h me, but I bro h Dave Jacobson. 

MS. w I EST: Does any body want to 

mak opening statements a h s tme? 

Mr . Brad ley? 

MR . BRADLEY: I ' ll be very brl""f. 

Fi rst of all. let me in roduce the audience . We 

have in the back Oelor-es J ohnstone , who is ee li ng 

her interest in Kenne~, Telephone Com any . 

I had the pr i vilege of sit.t in in her o ffice, 

o ne room (or he enc.i r e t.elephone company, and 

we s aw a plaque which was several years ol d 

commemorating he r tha imi:, f or 44 years 

o f service. And base on my mat.h 

ind ica es 52 of years worki ng wi h 

PRECISION REPOF. ~ING, LTD 

ics ha 

105 S. Euclid Ave .. Su1 .. e E, Pierre, SO 57501 
(605) 945 ·OS73 
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Kennebec Telephone Company • 

And she hao done a wonderful job. She has 

sold he r interest to he young man who is no longe r 

a young man who went to work f o r Kennebec Te le phone 

Company when he was about 18 or younger and kind 

of id i all from digging ditches o ma n ging 

the pro pe rti es. 

He 10 now going o replace Delores Johns t one 

and it ' s ,:m honor for him to con inue working for 

the company ha he' s grown up with in serving ·his 

community and we would, throu h very brief 

c.estimony . outline his c rerlen ials and what he 

in ends o Jo wi -h he company. 

MS. WIEST: Any o pening? 

MS . KRAMER: No. 

MS. WI EST: Yo may call you r first 

witness. 

MR. BRADLEY : Rod Bowar. 

ROD BOWAR , 

called as witness, ing fire d ul y s worn in the above 

cause, estified under oat t· ..l S fol lows: 

DIRECT EXAMINATION 

BY MR BRADL&Y : 

R , would you please sta e and s pell your name for he 

Ct!l"Ord. 

PRECISI ON REPORTING. LTD. 
105 S. E clid Ave., Suit~ E , Pierre, SO 57501 

(605 9.;i; 0573 
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A Rod Bow r , R-0 - D, B-0 - W- A -R. 

And by whom are you empl oyed? 

A Kennebec Telephone Company. 

A 

A 

A 

A 

A 

Would you please describe your job itle an current 

responsibilities with he company? 

I'm curren l y plan m nager of Kennebec Telephone 

Com ny, and my res nsibili 1es include over:;ee1 ng he 

ou aide lant, the swi ching ana soriie of he customer 

service and some of he bi 11 ing. 

And what would be your oi ion of the company a fter t.he 

st.ock sale? 

President and gen,.ral man ger. 

And you and your wife Donna are requesting aut.ho r ity to 

buy the majority o f he Kenne c Telephone Company 

s ock? 

Yes. 

And is Donna here with us t ay ? 

Yes , she is. 

And ha 1 s the other person I mean to introduce a nc! 

failed o do so. And t.he tel,.ph ,ne company then will 

re eem Lhe remaining stock ha you do not purchase? 

Yes. 

So you and your wife will enr:i up being the sole 

stockholders o f he company? 

Y~s. 
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we have had r-.arked as exhibi ts a J o in Application wh ich 

con ,..uns 1n d1 lon to :.1st. · he A l 1.ca 10n, drawings 

o! thl"' exchanges, the S ock Pu r chase Agreemen and also 

he Ccnfi den 1ality S a emen which sets t he actual 

pnce [or the stock urchases. That's marke 

Exh :.b l. 

And Exh1b1t 2 has been marke as you r prefile 

d irect. es 1rr.ony . If I were o ask yot.: he same 

que stion• th t ._.e re in you r prefile est1mony t:. ay, 

uld your ane...,ers be he same? 

Y~a. hey u. be. 

[)') you have ny corrections. ad i ions or deletions 

y 'd lii<e o mak,..? 

No. 

MR . BRADLEY : At. t.his ime I'd l ke 

o ve into the recor-d Exhi its 1 and 2. 

MS . WIEST: Any objection ? 

MS . CREMER: No ob j ec i on . 

MS . WIEST: I! not, t.hey will be 

Th i s 1s a stock acqu1 si ion? 

Yes . 

So Kennebec Telephone Comp ny will con inue to p rovide 

s~rv.ices after t.he sale? 

Yea . 

PRECISI ON RE OTI NG, LTD. 
10S 5. Eucl id Ave . , Suite ~ . Pier:-e, SD 57S01 
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And you' re no seek in t.o changP author lly or the 

certifica te of author ity prevjoualy ranted o 

Kennebec Tel ephone Corr.pany? 

t\ No , I · m no . 

A 

A 

A 

A 

Would yo p lease b riefly esc1 ibe Kenne c Telephone 

Company. 

Kennebec Tele hone COfT'pany cons is s o f he owns of 

Kennebec an Pres!: , h Ol tho&E" t-xchan es. Kenne.be 

has host s w1tch OMS·lO . Presho has re:no e. We re i n 

t he process of connec ing hem with Vi rg. As we speak 

ney a:.-e digging hem 1n, 760 access lines o:-­

therea u s . 

If he commission app r o ves the sale , will he sale 

result i n an i nc i.·e a se i n any oL he current r tea 

char ged by Kenneb ec Telephone Company? 

No. 

Are the ye.rs willi ng t o a ree t o a condi. ion o n 

approval that they wi ll not increase rates f o r a least 

18 mon hs or change design which wo ld result 1n a r. 

increase i n 18 mon ha? 

Yes . 

The only exception would be 1f you had 

commission-imposed changed rates or 1! local taxes we r e 

changed, you ' do ha on a flow-thr o ugh basis? 

Right. 

PRECIS ION REPORTI NG, LTD. 
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tn pas .. co1tiffl1ssion procee ings the commission has 

r equired he sellers o agree o a condi ion hat they 

will not pass through n acquisition d juetment on 

future rat.es. 

A.t e you !al'ru. iar '•'l h a c ,nee o! an 

acqu1sl.t1on a JU&tment? 

Yee, I am. 

Ia hat condition acceptable o the buye::-e? 

Yea, il 10. 

W1ll ar.y services be limin ced as a ::-esult of the 

sale? 

No, hey ..... i 11 not 

Do th• buyer• a i-et; to a conrnias101, im se cor.di ion on 

the ap roval that he byers w.11 con 1nue to provide 

all exis 109 aerv1cee cu::-rently being offered by 

Kennebec Te. ephone c~ any? 

Yea . 

And you have a cache o your es 1rnony lie o f he 

cu:-rent s~rvicea and their ra ('S? 

Yes. 

You i nd icated that here's - is here any E.AS? 

Yes, here is, ween Presho and Kennebec. 

Are you a ware ot ny rPq es· by cur '"'ers :or addic.ional 

EAS? 

None . 

PRECISION R£P(RT!NG, LTD 
105 S. E ell Ave., Suite £. P1erre, SD 57501 
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Kennet-c Telephone Company, I think you said, has a 

DMS-10 s wi ch? 

Yes. 

And you're planning on upgr dtng to rele ee ~ll.20? 

11 

A Yes. 

When ls that - · 

A Tenta iv~ly !'<love r 1. 

A 

A 

Will new services t,.o,come avai! ble s a resul of cha t 

upgrad ? 

Yes. It will :nake us year 2000 co~ ible. I ..., ill be 

capa le of ISDN. Capab1 1tiea w111 be her" for l m 

modem. We ' 11 have an SS7 1n lace. 

Since I had o ask you a lunch what a l meg em is. 

in case here are others, ...,ou ld you mind eel ling us? 

l meg modem Northern Telecom believes u the nex s e p 

from ISON. 

Essen ially he big hin from he cus ome r 

scan inc today, if you have ISDN' n he electricity 

goes out, he commet""cial AC goes o you lose your 

services unless you h ve some form of b ackup . 

l rr:eg modem you (.;dn provide he services that 

you provi ed with ISDN. only i 's not dependent upon 

comme r cial power, whi ch you can provide a 11 the same 

sei·vices and probably at a che per r t.e. 

Cust.omero curren ly have local access o he Int.erne ? 

PRECISION REPORTING. LTD. 
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Yes, they o. 

Who prov ides that? 

No r th Central Electn.c. 

Does th t e le hone company em loy a ny pa rt icula :­

asaiaLance or ser.rices o that company? 

12 

Yea, we do. we at no cos • - hey o not hav e ony 

employeca.s se 1n Kennebec so what .,,..e do is we • • for 

one hrng hey keep the equ1pm~nt in the cable company 

bull ing, al of their ou ers an s uff, and we provide 

it at no ch rge to hem. 

We go out .:rnd maintai n thei r r ou i!rs an 

modems o th~ best of our abilities. 

Will emergenq se rvi ces be af •c e d by the sale? 

No, they w1l l noc.. 

Kennebec Telephone Company curren ly provides 911 

serv1c a? 

Yes. 1 ~s. 

How nany ei=ployees do you currently have? 

We have ""i ht ful 1r.: , one rt t.1me. 

Except f or Delores Johnatone who is re iring, will o ther 

employs keep on • 

Yes. They' l! s ay 1n plac~. 

Who w1 .. aesur:--e De orf•s• • res :,s1 1 1t1.es? 

I will, the ~na9er1.:il. 

In your opin on, will cus omer service change as 

PRECISION REPORTlNG, LTD. 
105 S. E cli Ave., su~t E, Pierie, S 57501 

(605) 945 0573 



• 

• 

• 

6 I 

91 10 

11 

I) 

reeul of he sale? 

A None. 

Md why is th.at? 

A Because we 'll st:ill have the exist.mg employees. I f 

someone ht1s t1·01.1ble od y , they c 11 in , and they t alk 

t.o Lhe one of he ladies in the office. 

And hey w1 l l continue ~o do so. And the 

t.rouble cal ls ...,.j 11 be isp che,d accor ingly. It will 

no be affec e . 

,21 A 

13 

All of your customers will have he 1li y ro mal(.e 

trouble reports or service quest.ions loc- llf? 

Yes . 

Wha 1mp;.c ·•n ll the sale have- on niversal service? 

None. 

15 
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A 

A 

A 

In terms of un1ver-sal service fun ing, it '"'l.ll be none? 

None . 

Wi 11 the sale have a ny impact. on axes? 

No. Because Kennebec• s indept"nden . We pay gross 

:eceipte tax so in a stock a cqu1u i on t.here should be 

no 1mpac 

Is F'CC appro val required ? 

No . 

South D ko a Statutes seek o ensure ha al citizens 

of South Dakot:a realize t:he, · Advant:ages of he 

forthcoming informat:1on age, including economic 

PREC1STON REPORTING, LTD. 
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developmen , educational opportuni ies, heightened level 

of care and more efficient services for all levels of 

gove rnment.• 

Wi ll you be able co provi de CL.ASS eerv ces 

with SS7 as a result oC your upgr de? 

A Yes. 

A 

A 

Ho..., d oes your company sup rt economic developmen ? 

We 're 'l ~liever in i cause a tong local economy is 

going to benefit everyone 1n Lhe c:::>mmuni ty. 

And . .,,e par ici a e in a lot o( ways; for 

ms ance, by helping West. Central Elec ric ...,ith the 

In erne . Ar.1009 other things, .,.,.e ge ,nvolve 1n 

commun1t.y ace ·11t. 1es, provide on•aite support, these 

ypes o[ things. 

would you please ell the commise1on 'Nhat ype o f 

school'3 you've go 1n your co1rmunJ' iee? 

It's Lyman School Otstric . In Pt"esho there's the high 

school and the rade school. For the Presho and Vi vian 

COITlfflUni .es , the 9:-ade school. Ar:. he middle school 1s 

in K(·nnebec for the en ire area, an Re 1ance and 

Kenne· c gra:ie school is 1 r<enn bee. 

An ...,e• re one school 1strict so we offer some 

unique ppor n1t1es tor s being able to o!fer our 

ase1 s ance to the . 

Aie you working w th he school utnct o meet heir 

PRECISION REPORTING, LTD . 
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15 

nee s? 

Yes, we are. In fact, I sit on the technology committee 

that the school has an r y to tell t.hem as much as ...,e 

possibly can o ge in o the CO?" er e n ht now, is 

wh t we• re wor1 ied bo 

How a ut me ical [ac1liti &7 

The1·e· s a clinic i n Kennebec, as you p r obably saw, and 

there's also a clinic in Presho too . They are no 

aseoc1a ed •,u h on another, ut we ...,ould work wi h thelTI 

in any hir.g hey poss1 .. y nee . 

The cont'nission in the s has 1eq 1 re the buyers to 

agree o ho:i.o all e x is ing con rac s, l~ see 

co~:ni ments, licer,ses nd o h .. r agreerren s. Io tha a 

problem for yo 

No, it's no . 

Do you believe that approving the s le would be 1n he 

public int.e rest.? 

Yea, I do . I hink hat a locally o·,med company is a 

s ron sse to this communi y due o the fac he 

e~ployeee are based here nd we can offer h~l in he 

communities in whatever wayo th"?y m y need it. 

l may be from digging a di ch Lo helping hem 

with some hing technical. A so I woul like o -­

myself I ook fon.iard to this opport.unity because I've 

l1ve here all of rr.y h!e, and I want to live here the 

PRE ~ ISION REPORTING, LTD. 
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rest of my 1 ife. An h.1s is a ve1y excit.in 1.me for 

t.he elecomm nica ions age, an I want t o be part of i t . 

MR . BRADLEY: I have no more 

quea ions. 

MS. WIEST: Ma. Cremer? 

MS. CREMER: I h ve no hing. 

MS. SCHOENFELDER: I have several. 

CBOSS-t XAMINAI!ON 

BX MS SCHOENFELDER: 

1-·1rst of all, we have ranted ETC o Kenne c? 

Yes . 

So you've me al 1 c r it.eria? 

Yes. 

If I rec all 1 nght. an I· m intt=rested in your input , 

Kenne c has a rather h1 h loop r-ate so you ge quite a 

i of money ou o( unive r s 1 service out. of he high 

cost fund . 

A Uh huh 

And I guess I'm ndenng i! so,..e hing l ik"' 75/25 

h ppens o tr.e hi h coat ! un for rurah, ho .... nega ively 

h ul affect your service-? 

A We l, it would affec it. , an we'd h.:ive o deal ,_. ith 1.t 

cc t ·1ngly. e of he hin s ha ..... -oul greatly 

1nfluence his 1s wh r" he stat n1v~ aal service fund 
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would possi bly be at . 

I mean. i • s hard o fo resee the f ture on a ll 

of these differen p ieces , bu we may have to we have 

co try o work wi hin our budge o continue t o prov ide 

he bes ssi ble s~rvice, which has al ways been our 

oal. And we went hrough imes before. 

You have a OMS · 10 - • le • a go ack o thf" schools just a 

minute. You a i d you' 11 wo rk with he schools. Are 

yo r schools wire d? 

Yes. The pnsonE-rs go t it ·one . We rov1 ea t.he 

assie ance dur ir"J that 1me mos ly on a vi si ng and some 

,., f these hi nge, hel in 

But und"' r the Governo r' a rogr m, 0 1 you i it l ocally? 

Under the Governor• s program . 

In he rural reas. from what ! hear, we have th 

school a wired, we have pre ty d rn good service co those 

school s a nd whatever the schools r-equ1re we h ve there, 

bu he next p 1·0 lem migh be price. 

And obviously we ' •"' hoping hat here's some 

hel p for hat somewhere, u righ no.,. I wouldn ' cash a 

check. 

Uh-huh. 

• , I guess ! 'm wonderin if here's sorre way ha you're 

con emplat1ng a · ter price for schoois t..h n someth1.n9 

elea:? 

PRECIS ION REPOr..rING, LTD. 
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Well. we ' ve alke abou his , an un il hey know 

exactly what they need, •a hat o cont.em late what. 

hey wan . One of the hinge that's importan is that 

we ge our fi r in between !"le t wo owns so we• re in a 

be er position o offe1· serviceR. 

T ay we have to le ee Caci lities from 

US west , and you know we• re not g,:,i ng C\ get a break 

t.here . So wha we need o do is ge ha in place , and 

hen ·•hen hey 1!eed exactly wha hey n'!ed 

We'v,e al:.eady alked ut this. They• re 

901n o have a hos comput.er nd hen ~ maybe 1n 

Presho, and we' 11 tie all h<> K~nne c terminals back to 

Lhro h our fiber, these y 'l! thi:igs. Bi; 

unt 1 you know, so much o f their st1..£! is based on 

Lhe government money -· it esc pee me 1gh now. 

Ri h . 

ha hey•re no su1·f" wha they wan. So .it's har 

for me to answet . 

But the y• re not usin ny interac ing vi eo !or c.e c h i ng 

pur see ac. his 1tr.e? 

A No. 

Do they have lane o o th t? 

A On that co~i tee .,,,,e•ve t.alked abo t lt, bu the 

super1ntenden rca.ly doesn't foresee i in his fu ure. 

Okay. So i ... -oulo b mos ly COl"pu er services tha 

105 s. SD 57501 
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you'd be looking at? 

Yes. Interne , hese ype o( hinas. 

And you• re doing 911, You don' do enh need 911 in hi s 

CO\.&nty· 

A The cour.ty does not ·•an to yet. We' l·e c able of it if 

6 I hey ask to:- i 
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A 

Good. You have exut1ng f1rel::tars. Doe• that r k 

pret y well for your ama 11 communi y ? 

Yes , it does very ,..,el 

one for each t.own. 

An they' re 1n th exchanges, 

When you pu in a new fiber, nd some o! t-.e technol y 

yo u • re putting in t re d in yo 1. estimony sounds p re ty 

up to ale, INV ld you be a le "..O o like a OSL, digtt.a 

subscriber l i ne. i f and when ~ ou hc:1,ve a e'T\and for 

tha ? 

Yes . And, in fact , we've already -- we've pu .. some AFC 

ou in the rural, a nd we• re usin PAIR GAIN n the towns 

now . We' re usi ng lt on copper t ,;1y, but we c n 

provide 

If ASOM income com s along and PAIR GAIN will 

support it nd the AFC w1.. sup rt i in the rural , 

because we' re so s p read out, you know, lees han one 

cusL.omer per mile, w,-' re a w ya .,..ay t ror:i fiber and he 

rural out there, I'm su?·e. 

Bu we can do almost nythin oday that 
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And 

AFC 1 don ' know if yoJ' ve neard . The problem wi 

AFC 1s yo 've o n ly got a ) -mile radius. 

They• re working with PAIR GAIN, and it• s 

supposed to be availab le forthcoming. PAIR GAIN will 

have a c a r d you put in the AFC , which l can st.1ck a 

litt le termi nal out here i n the rura l to oupport s x 

peop e. 

Do you h ve a b19 deffld .. d ? Do you have a lo of ru r al 

people who want compu ere •..iho are on he Inte rnet who 

are o n li ne? 

t woul say no a lo . There's a {ew. I seems li ke 

they • r e on the end, bu :.: we've r..anage t o ea isfy all of 

their needs to da ce . Sor..e o! ~he longest c ue ome r s a re 

the ones that have it. The ones in between on't. 

Bu peopl e are using -- rural people are usinq computers 

and do have a need f or hem. 

Yes. 

One othe r question . Do you belong o SDN? 

NOL 9 o f ye . 

MS. SCHOENFELDER: Okay . Thank 

you . 

MR. CHAIRMAN: J us t a cou le simple 

ones. 

PRECISI ON REPORTI NG, LTD. 
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BY KB CHAIRMAN: 

Wha c un1 1es do you eerv , or ho.,.. "'I.any c:sr: unities? 

A Just K~nnebec and Presho. 

':'here's no sma.ler t.owna 1n yout ·~r-r1 ory7 

A No. 

A 

A 

A 

A 

A 

And I did not.1 -:e ha . you JCr,c...,., iust ca ht 1 running 

hrough, na:. "':e o : yo .. yo... !:.~,e secun y • pa r 

f your aecur1ty was o y.ou have .: be TV ·-

Yea. 

Wa s ~r.a yours ~!ore? 

It's Delores's ., mine. It's a par ne:-sh1p. 

c;o you h.ave the cable TV here •• .,..,.l l as he phone 

COi": ny· 

Just ~ n K~nn. oec w~ on'• n ,v,,. :. • 1 n Presho 

MR. CHAIRMAN: I on•t hav anything 

else. 

CR0SS-EM'1INATION 

BY MS h!EST: 

What. a r e your oca 1 r tea? 

Okay. It ' s S2S f o :- a business, S16 ! '"' ?" res1 ence. 

You l':'!ent10:ied .. hat ct..s c-,er B'"'rv c_. w.!l no• cha=-:g•. 

Righ now can a cuat -~r l l u-, : i-out. :e 1e r 

24 hours a day? 

Yee. What hey car. <E:', .. her •• h@y ca .... in . and hey get 
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our nswering machine. What he answe ring machine lists 

is the call•ouc numbe:-s · • we ' ve go one person hat's 

al ways on call and wha ~he y have 1s basically a mobile 

phone and we s art out by aay1n tha ' s available to 

call t.hat and sorrebody will answer i 

Bu we even cover the basis if no one answers 

tha , we star lis !ng numbers. My number'r. first. we 

go righ down the lie . If i 's som thing minor chat 

oesn't nee immedia e a enr.ion, they can leave a 

message. 

MS. WI EST: Thank you. 

M!L BAIRMAN: Tha"' prompted one f o :-

me . 

RE:CROSS-FXAMINbTION 

BX MR CHAIRMAN: 

Yo'..l r ra es are $16. Do you have ver ical s ervices as 

well? 

Please ex. lain. 

They are the services, I should say, call waiting, call 

• rward 1n 

Yes. w~· ve got all o' · .ose 

Are any of those in the Sl ? 

No . The only c.hing .. hat.'s in there is touch tone. 

And he res o f hen d ;e add ·on pri cP ? 

Yes . 

PRECISION REPORTING, LTD. 
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w 1tn'!8S 

Dave Jacobson. 

23 

MR . CHAIR?'.AN: That• a a l. 

p,11.5 _ WIEST : A."ly red.1rec ? 

l'.R . BRADLEY: No 

WIEST Thank: you. A:..y othe?" 

r'.R . BRA.D:..£Y. ~o. H~· a our only 

~.S . Wl£S7 "a . Cr,e-

-:t-.an1ta. ! 'll call 

Exh1bita 3 and 4 r M" rlc~d for 1d,.r• ! ! C'a .. ~en 

DAVE JACOBSON. 

called as a w1:nesa, be1ng !1rst .. y s r'" .-.~ .. n,. a ve 

ca se. cesti:.~"'?d under oa ha ! 1:c;wa: 

LIREIT FXA."'i',ATIC~ 

BY MS CR&XER: 

Do you want o s a e your r.a ... e and .Jd :-ess c:- he 

record. 

A My name 1s Dave Jacobson. M;• addreaa is 

blic t' ili iea C ua1on. 500 Eas C pi ol Aven'Je , 

Pierre, South 0a ot.a. 

Who are you em loyed y, ve? 

A By the Pubhc Ut.111 ies Co:r:~iss1on. 

In wha t capaci y? 

A l 'm utility analyst. 

PREC IS ION RE RTING, LTD. 
105 S. Euclid Ave . , S 1 e E. Pierre, SD 57501 

(605) 945-0513 
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A 

Are you familiar ·,Hth docket TC98-l 14? 

Yes. 

And what did you do in analyzing t hi s docket? 

24 

A We reviewed the docket and, as to 1 s compliance with 

t he s acucory guidelines and requirements, sent out. a 

d ca request on July 15 wh ich wa s answere by a res nae 

on July 28 , and that's basic lly it . 

And before you is wha t. was marked as E:x.hi bi 3. Would 

you describe cha f o r us. 

A Yes. Tha is our data reques that we sent on July 15. 

MS. CREMER: I would move (or he 

adr.ussion o( Exhibi 3. 

MR. BRADLEY: No obJect.ion. 

MS . WIEST: It ' s admitted. 

I hink y o u said in front o( you is Exhibit 4 Could 

you ell us what chat is? 

A Yeah. Th c is the da a res nae cha we received 

July 29. was sent July 28 . 

MS. REf.'.EP: Okay. I woul move for 

the aa-:iiss1on of Exhibit 4. 

MR. BRADLEY: No objec ion. 

MS. W:EST: Ad:nit ed . 

~r. Bo-..,ar' s ans:.·e:-s o aca requests. '"1ere those fu 1 

nd cO!'!"plete? 

A Yes . 

PRECISION REF gTING, LTD. 
105 S E cli Ave ., Su1 e E, Pie1·re, so 57501 

(605 't5 ·0573 
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Do you have a recoir.menda ion, Dave? 

Yes . I would rece>n1tDend tha he sa e o ! stock be 

a p roved . : • a ciet. all he s a utory requ1re:nen s, and 

""e · d rec ~no approva . 

~s:..ons 

ques 1ons . 

Th nks. 

at a ... l? 

MS. CPEMER: That's a 11 he 

ld have. 

r-'.S WI EST: Any ques lOns? 

~JL BRADLEY: No U""'B ions. 

~.s . WlEST· C ~i,uuon~rs? 

!-~~ CHAIRl'.-..AN': : don't. have a ny 

MS. WIEST: Okay. Tha:, k you. 

MS. CRE.:V.ER: -ha '9 all: have. 

MS . WIEST: Any closrng statements 

1-1'.R . DRADLEY: Very ne!. I hink 

the staff has sum:ne'i it CO:" 1.,. ely. c early the 

r eq i r err.ents o f he statute have been me . 

We have an ind1v ii.Ja l who knows the company 

be er than anyone else could . .~e hopes o c rry 

on the high l eg a c y .. hat lt& pre ecessor ave h1m , 

and 1 have e very r eas n o believe he will be 

successful. An we ask ha yo approve the s a le . 

"1S WIEST: Ms. Cremer? 

PRECISION REPORTING, LT:J. 
10S S. Eucltd Ave .• S ite E. Pier re . SO S7S0l 

(605) 94 5 0573 
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26 

MS. CREMER: . 0 closing . 

MS. WI EST: Commissioners? 

MR. CHAIRMAN: I move we approv e 

he sale -- the stock exchange sale of 

Kennebec Tele hone. 

MS. SCHOENFELDER: I hink , hough, 

we nee to add he condi ions l.h3t we've o rdinarily 

had on them. So f you' like co do that. 

MR. CHAIRMAN: I'll move hat he 

proposed sale of the stock o f Kennebec Telephone 

Company, Incorporated be appr oved as being in the 

publi c it.t:eresc subject to the following 

cond1t1ons: 

One , that the cu rrent ocal rates not be 

;.:"!creased w 1 hin 18 months from he dace o f sale is 

final; that Kennebec Telephone Company shall not 

reco·Jer any of the acquisition ad juscmen t through 

na reg 1 ted inte r state or intras a e ra es, 

th r ough local rates or h r ough fe e r al o i· state 

universa l service fun :J ; that Kennebec Telephone 

Compa y shall honor all e xisting contracts , 

commi ments, leases, licenses and o her a reements 

"''h ich rela e t o or arise from or- re used for the 

opera ion of the purc haued cowpany: that he KTC 

of fers, a a minimum, all existing services 

PRECISION REPOP-I NG , LTD. 
105 S. Euclid Ave. , Su1 e E. , Pierre. SD 57501 

(605 ) 945-0573 
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currently offered by the purchase company; and, 

finally, KTC no cont.in e any ex1stin extending 

service arran emenc. wt. h..: fi rsl obtaining 

approva from he cOffl:Tlission. 

tS. SCHOENF'ELf'IER: I oecond. 

MS. NELSON: I concut. 

MS. WI EST: Tha ·s it . 

IThe hea dn conclu ed at 2:30 p .m.) 

PRECISI ON REPORTING, LTD. 
10 5 S. Eucli Ave., Suj e E, P1e1· re. SO 57501 

(605) 9 r: ·0573 
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STATE OF SOUTH DAKOTA 

: SS CERTIFICATE 

COUNTY OF HUGHES 

I, CH ERI MCCOMSEY WITTLER, a Registered 

Professional Re rter and Notary Puhl ic in and for" the 

Sta e o! South Dakota: 

00 HEREBY CERT IFY t.ha as the duly . appointed 

shor hand reporter. I o k in shorthand the proceed i ngs 

h d in he " ve •entitled ma t.er on ne 18th day of 

August 1998 , comrrencing at 2:00 p.m., an hat: he 

a r.ached is a rue and correct ranecrip ion of the 

r oceed1 ngs so t 1ken . 

Da ed F 1erre. S0u 1 h Dnkota his 25th day 

of Augus 1998. 

rt.er 

PRECISION RE?ORTlNG, LTD. 
105 S . Euclid Ave., Sui e E, Pierre, SO 57501 

(605) 9 'i 5•05.,1 



Date Exhibit 
Numb 

er 

619198 , 
619198 2 

EXHIBIT DOCUMENT 

TC98-11 4 

Document Witness 
Oescnpt1on 

Joint .4 ... nhcation 

Prefiled Oireci Rod Bowar 
Testimony 

Offered Admitted Denied 



MO S & BARNETT 

\\'1\liam Bu\lard 
E~ccutl\C Dircc1or 

/1, ....... ..... 1,. ....... ~ 

.,,1s. mSnu•rMStun 
~:1-.-.uf'(lu, M1-.-., u 2-4 1!0 

t -- 1111':'0JC 
t' ... "'41 1 11t l;! H<lt,i, A 

JunL·9 . 19'> 

1h Dal.01a Pubhc U11h11cs omm1 10n 
1a1c of u1h DaJ..01.! 

500 l!:ast Cap11ol 
Pierre. u1h Daloia 57501 

- ·"'-­
·- ­- ··--

-. .. _ . 
.. . , __ ., 

R C'l'/VfD 

>ueuc 
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fk In the ~l:mcrofthc ale ofth · MaJonl) of ..:.cnnclx: Telephone Company. Inc. 
Stock to Rod and Donna \1. IJo" ar 

Dear Mr eullard 

1:ndoscJ. pl :uc find J.n onl!mal and dc\t.'fl copies of the follo\,ing documents: I ) the 
Joint t\pph :111011 iilcd on bchalrof K\..•tmcbcc 1ckphonc ompany. Inc. and Rod am.I Do1111J 

130\\Jt, :?l th,· !'refiled l)1r, t 1cs111nony of Rod Bowar in suprort of 1hc Joint Apphc:111011: und 
3) 1hc R(.'qUCSI fo r ConfiJcn11.1I TrcalnK'fll of lnfomi:111011 fikd on bc:h:llf of Rod and Donna 
Bo,,ar m the abu, c-c.•mu lcJ Dod,ct Also cncl0Sl'<l 1s a O:n,ficatc of Sen ice. 

)IJl3 Jjh 
Enclosures 
cc· All pan1e5 ofrct.ord 
\~~~I I 

Vet) 1ruly )OUrs. 

MOSS & l:JAR~F I I 
A Profcss1on:tl ~ 1311on 

,,: I , 
// . co. I ;w...-tf;y 
Mich:tcl J Brodie> ). 



DEFORE TII E Pt: DI.IC TILITlt:S COMMISSIO,' OU 

OF TIIE STA n : O F SOUTII D \l(OTA ununrs C0A!l,lrst,'!:}~C 

ll\'TIIE MATl'ER 01· rll E SALE OFTIIE 
M, ORITV OF K"''Ne 8FC T"LEl'IIO._E 
l'0 \11'."Y. ll\'C TO K TO ROD 
A.'.\'.D D0'1'A BOWAR 

l"C9S-

JOINT APPLICAT ION 

Pursu:mt 10 l)CL ~ -' '>-31-59. the current s1oclr.holdcrs of Kennebec Telephone 

omp.m) . In (""KT ·, and Rod and Oonn11 0o\\3r. husband and \\1fC.Jo1n1ly apply to the 

Sooth Oalr.ot3 Public '11h!1cs omm1 10n ("Comm1 1011
00

) for appro, 111 of the sak of the 

ll13JOrH) of KTC 1od.10 Rod and l)onna Bouar. As ,,an of1hc o,·crJII mmsac11on. KTC 

,,ould rNfocm ccntun share of the tock of thl.' pnnc1pal shareholder. Delores John tone. 

KT ,,ould con1muc to opcrntc and pro, 1dc local telephone sen 1cc under ns c:os1111g 

Ccn1fica1c of Au1horny aflcr the s1od. sale. 

KTC rccc,,cd a Ccntficutc of ,\ u1hont)' on ,\ pnl 1 • 1967. lo provide 

1clccommu111ca11ons scr\'lccs m South Dakota. KTC 1s an mdcpcndenl 1clcphone comp:in) 

locutl-d m Kennebec. S0u1h D:1kota. opcmtmg 1wo c.,ctumgcs 111 Kennebec and Presho :md 

sen mg approxnnalcly 760 access Imes. A copy of1hc exchange mJp 1s pro,·1dcd as 

Exl11b11 A. 1onpropnc1ar~ copies of the 1ock Purchase Agreement and 1hc Stock 

Rcdcmp 10n ,\ grccmcm (,\h1ch om111he purchase pncc, arc provided as Ed11b11 B. A 

propnct.:tl) copy of the pages ,, htch contain the purchase pncc 1s being filed scparntl'I)·. 

Bu)cr Rod Bowar \\Ill file tc t1mony supporting the follo,\tng s1a1cmen1s and 

dcmons1rnt111g that appro,al of1hc tock sale 1.!i 111 the public mlcrcst 



I. KTC will cormnuc 10 h;.wc 1hc fi nancia l and 1cchmcal ab1l i11cs lo assure 1hc 

proper opc-rn11on of1h bus111css. KTC wi ll commuc 10 pro\•idc 11s own c11g1 nccring. 

~nnchmg. b1lhng. numtc11an c. and outside plan! suppon. Wuh 1he exception of Delores 

John lone. who will rcllrc. KTC plans 10 rcia111 11s exis11ng employees (cigln full-lime and 

one P3n-111rn:) to pro\•1dc local mamtenancc and S\\ i1ch support. In addition. KTC lures 

add111onal employees dunng the summer 

Rod 130\\ ar has 1h managcnal capab1l 111cs 10 opcrnlc KTC. He currently 

scnc 11 Planl ~l :magl'r and,, 111 become President and General ~lanugcr of KTC upon 1hc 

.... ffc.·c t1\e d:m: of 1hc Jcqms1110n. 

3. Rates ,, 111 not hangc as .1 result of1h1s stock sak. and KTC agrees not to 

mcrcasc an)' r.ucs. CXC'-'Pl m rcsponsc lo a Com1mss1011 order. for a pcnod of I months . 

.i. $\\llched access rates\\ 111 1101 change as a result of thi s sale. 

5. No cx1s1111g sen ices \\ 111 be d1scon1111 ucd as a rcsuh of this sale. 

6. Customers ,, 111 conunue to be able 10 conunumcate w11h KTC usmg local 

calling 

The cA1sung Cl11(.'rgcncy sc:n·1ccs \\ 111 be unaffccu.-d by the sale. 

KTC ,, ,II \\Ork ,,uh any mttrcst(.-d schools and medical fac1llt1cs 10 pro, 1dc­

d1stance leammg and tclc--mcd1 me as nccdt-d. 

9. KT 1s \Cry aware ofth(.· ,mponanec of ceononuc dc,elopnu:m to the 

commumt1cs 11 SCr"\ e h pledges conunucd suppon for locn l c-cononuc development efTons. 

10 Ta'< p.3) mcms ,, 111 be unaffected by 1lus sale. 



11 rhc sale ,, 111 ha , e no 1mp.:t'1 on the L'.1ml.'rsal Sen·,cc Fund. This 1s a stock 

purctuse and. consequent!~ . 1hc study :U\"J I unaITcc1cd by th is tr.i.nsac11on . 

The :.ale 1s scheduled to close on 1hc l:151 bus mess day of the first calendar quarter 

30C'r thC' onum s10n·s appro\ al 1s granh.'d. One of the prccondmons for closing 1s ob1am111~ 

necc..'SSW) rcgulalol)' appro, als 1 he only FC apprO\'al 1s rclah:d 10 a business band rndio 

hccru.c rhcrcforc. 1he apphcams re pcrtfull) rcqucs-1 C'<pcd11L-d 1rcatmen1 of 1h1s maucr by 

the Con11mss1on 10 pcm111 promp1 closing 

Dated : ~=-'----·· 199 

Respectfully subm111cd. 

Delores JohnslOnc 
Kc.mcbcc Telephone Company 
POBo, 158 
Kenm:tx:c. SD 5 5 .J 
Telephone: 605-"69-2220 

On B<.'11al f of the 
~l:lJon1y Stockholders of 
Kcnnctx.-c Telephone Company. Inc. 

:I 
By _~c~-,,-/--~=,,,/~6__,,.,. 

~h ch:.cl J. 8 r-Jd ley ,,-
Mo~s & Bamcn. P.A. 

Professional Assoc1a11on 
.J 00 Norncs1 Center 
90 S Sc\ cn1h tree! 
~l mncapohs. Mmncsou1 S -W1 
Telephone: 612-J.J7-03J7 

Attomcys on lkh:llf of Rod Bower 
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STOCK PURCHASE AGREEMENT 

This Stock Purchase Agreement (the "Agreement") ts made as of June 1 1998 
among Rod Bowar (the "Buyer"') , Kenneoec Telephone Company. Inc . a South Dakota 
corporauon r Kennebec·). and Delores John tone Dan Johnstone, Brad Johnstone and 
Candy Miller (mchv1dualty a "Sharehe>Sder"' and collecuvely. the "Shareholders") 

Vl!HEREAS, Shareholders own seventy-two (72) shares of the 1ssuec:1 and 
outstanding shares of the soie class of common stock of Kenneoec. 

'M-iEREAS Buyer desires to purchase thirty-nine 39 shares of the common 
stock of Kennebec (the "Kennebec Stock") from the Shareholders. and the 
Shareholders desire to sell tne Kennebec Stock to Buyer upon the terms and cond111ons 
se fonh tn this Agreement 

NOW, THEREFORE. m constdera11on of !he foregoing and the mutual premises 
co\'enants and agreements set forth below, the pantes agree as follows 

An1cle 1 
PURCHASE OF SHARES 

1 Purchase and Sale. At Closing (as defined below), Buyer shall purchase 
tne Kennebec Stock from the Share.~lders. and the Shareholders shall sell the 
Kennebec Stock 10 Buyer Buyer shall purchase the Kennebec Stock from the 
Shareholders for ar . aggregate purchase pnce of (the "'Purchase Price") which 
amount shall be payabLe 1n accordance with this ArtlCte 1 

1 2 Payment of the PurchaM Price In consideration for the purchase of !he 
Shares, at Closing. Buyer shall execute and dehver to each Shareholder an 1nstallmen1 
note (the "Notes") m the prmc1pal amount equal to their respective percentage interest 
of the Purchase pnce as shOwn on Exhibit A attached hereto, dated as of the Closing 
Date and m substanually the form attached hereto as Exh1bfl B Buye, and each 
Shareholder shall execute a Stock Pledge Agreement m substant1alty the form attached 
hereto as Exhibit C, pursuant to wh1Ch Buyer shall grant a secunty interest in the 
Kennebec Stock acquired from such Shareholder Buyer also agrees to assign that 
certa ,n First Penn l ife Insurance Company Pohcy No T101385558 as collateral 
secunty for repayment of the No1es by executing the Assignment of Pohcy as Collateral 
Secunty in substantialty the form att&ched hereto as hibrt D As further securrty for 
repayment of the Notes. Buyer shall pledge as securrty his general partnership interest 
in the Kennebec CATV CNT1pany, a South Dakota general partnership, by executing 
a Security Agreemen1 and UCC F,nancmg Statement In subs1ant1alty the form attached 
hereto as Exhibfl E (collecttvety, the NPannersh1p Security Agreemenr) The secumy 
interests shall secure Buyer's obltgauon to repay the Notes 

1 3 Clo1ing. The consummation of the transactions contemplated herein (lhe 
"Closing") shall tal(e place at the offices ol Kennebec. Main Street, Kennebec, South 
Dakota, at 10.00 a m locat time, on the last business day of the first calendar quaner, 



ending after all requ11ed regulatory approvals. notices and consents have been given 
t1nd obtained, so long as such day is at least ten ( 10) calendar days after receipt of 
such regulatory approvals. or al such other time and place as Buyer and the 
Shareholders may mutually agree (the "Closing DateN) 

An1cle 2 
REPRESENTATIONS AND WARRANTIES OF BUYER 

For !he purpose of 1nducmg Kennebec and Shareholders 10 enter mto this 
Agreement. BJyer hereby makes the following representations and warranues· 

2 1 Authorization Buyer has full power and aulhouty to enter mto and 
perform his obhgahons under this Agreement. This Agreement 1s a valid and binding 
obhgat,on of Buyer in accordance with its terms, subteet to lim11at1ons imposed by laws 
and 1ud1c1al dec1s1ons ,elating to or affecting the rights of creditors or secured creditors 
generally or general punc1ples of equity (regardless of whether enforcement 1s 
considered m proceedings at law or 1n equity) upon the enforceab1hty of any of lhe 
remedies , covenants or other prov1s1ons of lh1s Agreement and the avallab,hty of 
,nJuncuve rehef or other equitable remedies 

2 2 Regulatory Approval• . At Closing, Buyer shall have given all notices to 
and have obtained from all stale and federal regulatory au1hout1es any approvals, 
consents, permrts and authorizations required ,n order lo consummate the transactions 
contemplated 1n accordance wnh this Agreement 

2 3 Access to Books and Records Buyer has carefully reviewed this 
Agreement and ,n deciding to purchase the Kennebec S1ock has reviewed information 
set fonh m the books and records of Kennebec. Buyer acknowledges and agrees that , 
10 me besl of his knowledge, all documents, records and books pertaining to !his 
uansaction have been made available for inspection by Buyer and his representatives 
Buyer has had a reasonable opponunity 10 ask questions of and receive answers from 
the Shareholders and Kennebec concermng au aspects of the business of Kennebec, 
1ncludmg, without hmt1at1on, 11s assets and habihties, and all such quesltons have been 
answered to the full sa11sfact1on of Buyer and his representa11ves. Buyer funher 
represents thal he has such knowledge and e,cpeoence 1n financial and busmess 
matters that management 1s capable of evaluating the merits and usks of purchasing 
the Kennebec Stock and 10 make an informed investment decision with ,espect thereto. 

2 4 Investment Intent Buyer 1s acqu1nn9 the Kennebec Stock for mves?ment 
and not with a view 10 d1s1nbuuon thereof, ana Buyer w1U not make any d1str1bu11on or 
transfer !hereof e,ccept in accordance with the Secun11es Act of 1933, as amended, and 
the rules and regulations thereunder and applicable exemptions therefrom 



Article 3 
REPRESENTATIONS AND WARRANTIES OF KENNEBEC 

AND THE SHAREHOLDERS 

For the purpose of 1nducmg Buyer 10 enter Into thts Agreement, Kennebec and the 
Sh..reholde,s JOmtly and severalty , hereby make lhe followmg representations and 
warranties 

3 1 Organization and Qualificalion of Kennebec. Kennebec 1s a 
corporation duty mcorpora1ed. vahdly existing and 1n good standing undftr the laws of 
1he State of South Dakota with full corporate power and authority ro carry on !he 
bus1 ss m which 1t 1s presently engaged and to own. lease and operate its properlies 
and to perform 11s obhgauons hereunder 

3 2 Organizational Documents. Kennebec has delrvered to Buyer a uue and 
correct copy of the Articles of lncorporauon of Kennebec, together with all amendments 
thereto, as cerufied by the Secreta ry of Staie of South Dakota. and a true and correct 
copy of the Bylaws of Kennebec as currently m etfect , as cemfied by the Secretary of 
Kennebec 

3 3 Regulatory Approval• At Closing, Kennebec shall have given all notices 
to and have ob1a1ned from au sta1e and federal regulatory au1hou11es any approvals, 
consents permits and authonza1,ons requ11ed 1n order 10 consummate lhe transactions 
contemplated 1n acco,dance with 1h1s Agreement 

3 4 Authorization of Agreement The execution and dehvery of this 
Agreement has been duty authouzed and approved by Kennebec's board of d irectors 
and the Shareholders This Agreement 1s a vahd and b1ndmg obhgat1on of K nnebec 
and the Shareholders, enforceable m accordance w1lh ,ts terms. sub1ect 10 hmitat1ons 
imposed by laws and 1ud1c1al decisions relating to or atfecung the ngh1s of credilors or 
secu,ed creditors gene,aUy or general punc1ples of equity (regardless of whelher 
enforcement 1s considered 1n proceedmgs at law or 1n equity). upon the enfo1ceab1hty 
of any of 1he 1emedies, covenan1s or other provisions of 1h1s Agreemenl and the 
ava1lab1hty of m1unct1ve rehef or other equrtable remedies All persons who have 
executed this Agreement on behalf of Kennebec and/or lhe Sha,eholders have been 
duly authorized to do so by all necessary action of t\ennebec and ns Sharehoklers. 

3 5 Capital Stock of Kennebec Kennebec has 1otal authonzed capital of 
15,000 shares of common stock, par value S 100 per share of which 73 shares are 
issued and outs1andmg as of the date hereof Kennebec has no other class of stock 
authorized or issued and outstanding All of the issued and outs1andmg shares of the 
Kennebec Stock are duly and valtdly issued and outslandmg, are fully paid and 
nonassessable, were issued 1n comphance w11h all state and federal laws and are held 
by the Shareholders The delivery by the Shareholders to Buyer of a cen1ficate 01 
cemr.cates representing the Kennebec Stock as prov ided in Section 8 4 of this 



Agreement, w11I pass good and marketable !Ille to the Kennebec Stock to Buyer There 
are no oulstandmg warrants, ophons, rights, calls or other commitments of any nature 
relating 10 the Kennebec Stock, and there are no outstanding securities or debt 
obhgations of Kennebec convertible into shares of cap11al stock of Kennebec 

3 6 Financial Statements of Kennebec Kennebec has delivered to Buyer 
copies of the audited financial statements of Kennebec for the years ended 
December 31 1996 and 1997 (the .. Kennebec Financial Stalements"), which are true 
a1id correct mall mateflal respects and set forth all known habll1ties, whether conllngent 
or otherwise, accurately and fully as of lhe dates thereof. The Kennebec Financial 
Statements were prepared 1n accordance with generally accepted accounting punciples 
('"GAAP"') apphed on a consistent basis and fauly present lhe financial condition ot 
Kennebec as of their respective dates and the results of operations of Kennebec for the 
penods ended December 31 . i996, and December 31 , 1997, respectively 

3 7 Ab1enco of Material Changes. Since December Ji , 1997, except as 
previously disclosed to Buyer, Kennebec has operated its business in the ordinary 
course. and there has not been any change m the financial cond11ion, assets, liab1ht1es 
or operations of Kennebec other than changes In the ordmary course of business, none 
of which has md1vldually or ,n the aggregate been matenaUy adverse to lhe financial 
cond1t1on, properties, assets, l1ab1l1ties or operations of Kennebec 

J 8 Litigation and Claims. There are no Judgments unsatisfied agamsl 
Kennebec or against Kennebec Stock or the Shareholders or consent decrees or 
1n1uncl1ons to which Kennebec or !he Kennebec Stock or lhe Sharehokiers are subject, 
and lhere ,s niJ hhgauon, claim or proceedmg pending, or to !he knowledge of 
Kennebec or its Shareholders threalcned, against or relaung to Kennebec or against 
the Kennebec Stock or the Sharehokiers or the properties or businesses or Kennebec, 
nor does Kennebec or ,ts Shareholders know or have reasonable grounds to know of 
any basts for any such action or of any governmental 1nves11gation relatmg 10 Kennebec 
or !he properties or aper at,ons of Kennebec 

3 9 Compliance With Laws To !he best knowledge of Kennebec and 1he 
Shareholders. Kennebec has complied m au matenal respects with all laws, regulal ions 
and orders apphcabte 10 11 or 11s busmesses and has oblamed all governmental permits, 
licenses, franchises or !he like required m order 10 conduct ,ts business, and 1he 
present uses of its properties and the conduct of its businesses do not violate m any 
matenal respect any law, 1egula11on, ordinance o, order Neither Kennebec nor the 
Shareho~ers have received any notice or warning f1om any governmental authority with 
respe 10 any fa ilure or alleged failure of Kennebec or its Shareholders 10 comply wilh 
any apphcable law regulauon or order and, to the best knowledge of Kennebec and the 
Shareholde1s, no such notice or warning has been propcsed or lhreatened 



3 10 No Breach of Agreement The execution, dehvery and performance of 
this Agreement and the consummauon of !he transae11ons conlemplaled by this 
Agreement w,11 not (1) violale or resutt in a breach or default or acceleration under lhe 
A1tlcies of Incorporation or Bylaws of Kennebec or any lns1rumen1 or agreemen1 to 
which Kennebec or the Shareholders are a party or are bound which would have a 
matenal adverse effect on Kennebec's properties o, operallons, (u) violate any 
Judgment order in1unction decree or award against or binding upon Kennebec or upon 
!he r<ennebec Stock or olher secunt1es, property or business of Kennebec which would 
have a ma1enal adverse effect on Kennebec properties or operations, (m) result in the 
creation of an1 ma1e11al lten, charge or encumbrance upon !he properties or assets of 
Kennebec or the Kennebec Stock. except as con1emplated herein, or (Iv) viol te any 
law or regula11on of any 1unsdict1on relating to Kennebec or the Kennebec Stock or 
other securities property or business of Kennebec, assuming all required regulatory 
approvals have been ob1a1ned 1n connection with the transactions contemplated 
hereby 

3 11 Propenies and LeHos Except as may be reflected 1n the Kennebec 
Financial Statemenls and except for any hen for curren1 taxes not yet delinquent. 
Kennebec has gOOd and marketable !Ille free and clear of any material liens, claims, 
charges. opuons, encumbrances or similar restnctions 10 all the real and personal 
property reflected tn the Kennebec Financial Statements and all real and personal 
property acquired since such dale, except such real and personal property as has been 
d1spased of 1n the oru1nary course of busmess All leases of real propeny and all other 
M!ases mateoal to Kennebec pursuant 10 which Kennebec as lessee, leases real or 
personal property are vahd and etfec11ve 1n accordance with their respective 1erms and 
!here 1s not. under any such lease, any material existing defaull by Kennebec or any 
event wh ich. with nouce or lapse of ume or both, would const1tu1e such a mateual 
delau tl 

3 12 Taxes Kennebec has accura1ely and timely filed all federal , stale counly, 
local and foreign income 1ax returns, including information returns. required to be filed 
by 11, and has timely patd all income taxes owed by 11. and no taxes shown on such 
returns to be owed by 1t or assessments received by 1t are dehnquent Kennebec 1s not 
a party to any pending action or proceeding, nor to Kennebec's knowledge ,s any such 
action or proceeding threatened by any governmental authonty. for the assessment or 
coUP.ctK>n of income taxes, interest or penalties Kennebec has not executed or filed 
with any taxing autho11ty any agreement extenchng the penod for assessment or 
collection of any income taxes Kennebec has pa au laxes owed or which 11 1s 
requ1red to w1thhold from amounts owing to ,1s employees. c1ed1tors or other third 
pan1es Any income tax l1ab1hhes, as determined in accordance with generally accepted 
accounting pnnc1pM!s, are appropria1ety reflee1ed in the Kennebec Financial Statements 

3 13 Commitments and Contracts Kennebec 1s not a pany or sub1ect 10 any 
contraci (whether wntten or oral. express or imphed) nol made in 1he ordinary course 
of business conta1nrng covenants which materially affect the ob111ty of Kennebec 10 
compete 1n any line of business or with any person or which involve any material 



res1nct1on of the geographical area m which, or melhod by which, Kennebec may carry 
on ,ts business (other than as may be required by law or applicable regulatory 
authonlies) 

3.14 Insurance. Kennebec is presen!ly insured and smce the commencement 
of 11s busmess has been Insured or self-insured, for reasonable amounts with financially 
sound and reputable insurance compames against such nsks as companies engaged 
in a similar business would , in accordance with good business practice, customanly be 
insured and has maintained atl insurance required by applicable law and regulation 

3 15 Llcontes, Authorizations and Approvals . Kennebec has all permits, 
licenses. au1hJnzat1ons. orders and approvals of, and has made all fillngs, apphcations 
and reg1strat1ons with , federal , stale or local governmental or regulatory bodies that are 
required 1n order to permit it to own or lease its properties or assets and to cauy on its 
business as presently conducted and thal are matenal 10 the business of Kennebec, 
all such perm11s, licenses, certificates of authority, orders and approvals are m full force 
and effect and. to the knowledge of Kennebec, no suspension or cancellation of any 
of them 1s threatened. and all such filings, applicauons and reg1strauons are current 
The conduct by Kennebec of ,ts busmess and the cond111on and use of us properties 
does not violate or 1nfnnge. in any respect material 10 any such busmess. any 
apphcable domestic {federal, state or local) or foreign law, statute, ordinance, license 
or regulation Kennebec 1s not is in material default under any order , license. regulation 
or demand of any federal, state, municipal or other governmental agency or with 
respect 10 any order, wnt , 1n1unct1on or decree of any coun. 

3 16 Labor No work stOppage 1nvolv1ng Kennebec Is pending or, to the 
knowledge of Kefl nebec. threatened with or affected by any labor dispute, arbitration, 
lawsurt or admm1strat1ve proceeding which could reasonably be expected to have a 
material adverse effect on Kennebec's business, operations, financial condil1ons or 
propenies Employees of Kennebec are not represented by any labor union nor are 
any c0Hect1ve barga1n1ng agreements otherwise ,n effect with respect 10 such 
employees 

3 17 Defaults Kennebec ts not 1n default, nor has any event occurred which, 
with the passage of time or the giving of notice. or both, would conshlute a default 
under any matenal agreemenl indenture. loan agreement or other instrument 10 which 

1s a pany or by which rt or any of its assets are bound or to which any of its assets 
are subJect. the result of which has had or could reasonably be expected to have a 
material adverse effect on Kennebec. To the best of Kennebec's knowtedge. all parties 
with whom Kennebec has material leases, agreemf:"nts or contracts or who owe to 
Kennebec material obhgations other than with respect to those arising in !he ordinary 
course of 1he business of Kennebec are in comphance !herewith 1n all matenal 
respects 



3 18 Environmental Liability {a) None of the assets of Kennebec (defined for 
purposes of this subsection (a) as the real property and tang ible personal property 
owned or leased by Kennebec) contam any hazardous ma1enals or haza1dous 
substances, as such terms are defined or used ,n the Comprehensrve Environmental 
Response. Compensation and Recovery Act of 1980, as amended, the Resource 
Conservation and Recovery Act of 1976, as amended, and all other federal, state and 
k>cal laws, ordinances. rules . regulations. orders or determ1nat1ons of any governmental 
authont'J now or hereafter penam1ng to health or the environment. mclud1ng, without 
llmitauon petroleum products. friable asbestos and PCBs ("Hazardous Matenals"), 
oth~r than m such quanuues which are mcidental and custornary for the maintenance 
and operation of such assets (e g , cleaning fluids) ("lnodental Ouanllbes"), 

(b) No notice or other commumcation has been made or issued by any 
governmental agency having 1unschct1on over Kennebec's assets. or any other person, 
with respect to any alleged v1otat1on of any federa l, state or local laws. rules, 
regulations, ordinances and codes governmg Hazardous Materials and wh1ch are 
applicable 10 Kennebec's assets; and 

(c) AU Hazardous Materials which have been remed1ated from any assets of 
Kennebec prior to or during Kennebec's ownership of such assets have been handled 
m comphance with all apphcable laws 

3 19 No Agreements With Management. Except as set fonh in this 
Agreement, neither Kennebec nor any other person or enuty has contracts, 
agreements. arrangements or understandings, whether ,n wntmg, oral or tacit, with any 
officer. d irector, employee or agent of Kennebec, relating to this Agreement or the 
Buyer's acquis1tk.n of control of Kennebec. 

3 20 No Brokers. Kennebec has not employed. or 1s sub1ect to lhe vahd claim 
of. any broker. finder, consultant or other 1ntermed1ary m connection with the 
transactions contemplated by this Agreement who will be entitled to a fee or 
comm1ss10n 1n connection with such transactions. 

3 21 Undisclosed Liabilities. To the best knowledge of Kennebec, Kennebec 
has no matenal habilities or obligations whatsoever, erther accrued, absolute, contingent 
or otherwise. except those (i) set forth in the Kennebec Financial Statements and which 
have not heretofore been paid or discharged or (Ii) incurred in or as a result of the 
normal and ordinary course of business, all of wh,ch have been consistent with past 
practices and none of which 1s material or unrecorded 

3 22 Employff Benefit Plans. 

(a) Inspection of Plans Kennebec has made available to Buyer for 1nspect1on 
all bOnus, deferred compensation, pension, profit-shartng and reurement plans including 
without hmllatton any muttiemployer plans as defined m Section 4001 (a)(3) of ERISA 



and all health and hfe insurance and other welfare plans maintained by Kennebec or 
with respect to which Kennebec has any liability. Such plans and arrangements are 
referred to hereafter as the "Benefit Plans." 

(b) Compliance With Law To the best knowledge of Kennebec, (1) all Benefit 
Plans have been operaled substantially in compliance with ERISA and other applicable 
laws and (1i) all material reports have been fried with respect lo the Benefit Plans in 
accordance with ERISA and the Internal Revenue Code. 

3 23 Pennlts and Reports. Schedule 3.23 attached hereto sets forth a hst of 
all permits, licenses. registrations. certificates, orders. approvals or other authorizations 
from any authority or other person including, without limitation, the Federal 
Commumcauons Commission (the "FCC") and the South Dakota Public Utilities 
Comm1Ss10n {the "SOPUC") (co!lectively, the "Permits") issued to or held by Kennebec 
1n connection with its operations. Such Permits are the onty Permits that are required 
for Kennebec to conducts its business as presently conducted Each such Permit is 
in full force and effect, and Kennebec has not received notice that any suspension, 
cancellatK>n or modification of the terms of any such Permit is threatened. Kennebec 
tS in full comphance in all material respects with lhe terms of each such Permit. and the 
Shareholders are not aware of any reason not set forth in said Permit why any such 
Perm11 would not be renewed, upon substantially the same terms as currently exist. 
upon expiration of such Permit. Except as set forth on Schedule 3.23, to the best of 
Shareholders· knowledge, (i) all returns, reports, applications. statements and other 
documents requtr~ to be filed by Kennebec with the FCC, the SDPUC and any other 
regulatory or governmental authority or municipahty (including taxing authorities) with 
respect to the business on or before the date hereof have been duly filed or properly 
extended as permitted by law and are true and complele in all material respects, and 
(i1) all reporting requ irements of the FCC, the SDPUC and other regulatory or 
governmental aulhorrties or munccipalihes (including taxing authorities) have junsdiction 
thereof have been comphed with in all material respects. 

3 24 Disclosure. Neither this Agreement nor any of the attachments, written 
statements, documents. certificates or other items prepared for or supplied to Buyer 
pursuant hereto by or on behalf of the Shareholders or Kennebec with respect to the 
transactions contemplated hereby contains any untrue statement of a material fact or 
omits any material fact necessary to make each statemenl contained herein or therein. 
,n hght of the circumstances under which they were made, no! misleading. 

Article 4 
COVENANTS AND AGREEMENTS OF KENNEBEC 

4 1 Changes in Articles of Incorporation or Bylaws. From the date hereof 
until Closing. there shall be no change in the Art1eles of Incorporation or Bylaws of 
Kennebec or m the au1horized or issued capital stock of Kennebec. and Kennebec shall 
maintain its corporate existence and powers and shall use its reasonable best efforts 
to maintain the goodwill and employees of its business 



4 2 Issuance or Purchase of Securities Kennebec shall no! (1) issue any 
add111onal caprtal stock or other security, (iij directly or indirectly redeem, exchange. 
purchase or 01herw1se acquire any shares of its cap11al stock: or (iii) issue 10 any 
person or entity any options, warrants or other nghts to acquire any security of 
Kennebec 

4 3 Conduct of Buain••• From the date hereof untll Closing. except with 
the pnor approval of Buyer 

(a) The business of Kennebec shall be conducted in the same manner 
as presently being conducted and Kennebec shall refrain from enteung into any 
transaction or contract other than ,n the ordinary course of business and shall 
not make any change 1n its methods of management. markeung. accounting or 
operation. eiccept to the extent required by federal or state regulatory authorities; 

(b) No wrmen employment agreement or commitment 10 employees 
(including any commitment to pay retirement. severance or other benefits) shall 
be entered into by Kennebec; 

(c) No increase shall be made 1n the compensation or compensation 
plans (includmg bonuses, comm1ss1ons and fringe benefits) payable or to 
become payable to any officer. director or employee of Kennebec. except for 
those routme salary increases granted to employees in the ordinary course of 
business and consistent with the prior practices of Kennebec. 

(d) Kennebec shall not (i) create or incur any indebtedness for 
borrowed money or Cfeate or incur any other indebtedness except 1n the normal 
and ordinary course of business (11) enter into or terminate any lease of real 
estate, (ni) Cleal any subsidiary, (1v) release or Cfeate any liens or other security 
interest except for purchase money security interests granled in the normal 
ordinary course of business. (v) declare or pay a dividend, whether in cash or 
m-kmd. except for such cash d1stnbutions mutually agreed to by the pan1es 
hereto and maoe on or before the Closing Date. or (vij authonze or make any 
change 1n the caprtal structure of Kennebec; 

(e) Kennebec shall not make any capital eicpend1ture or capital 
eicpendrture commitment, or enter into any lease. as lessee, of capital 
equipment. except in the normal and ordma course of business or as may be 
required by the SDPUC: and 

(f) Kennebec shall not sell any asset or make any commitment relating 
to 1ts assets other than m the normal and ordinary course of business. 

4 4 Ace••• to Properties. At all times pnor 10 the Closing Dale. Kennebec 
shall allow Buyer free and full access during reasonable business hours and after 
reasonable notice to Kennebec's propen,es books and records. including. without 



hm1tation, deeds. title commnments. leases, insurance pohc1es, minute books, share 
certificate books, share registers. accounts. financial records and all olher data that are 
reasonably required for Buyer to make such investigation as it may desire of the 
properties and financial condition and businesses of Kennebec 

4.5 Directors, Officers, Operations. Kennebec shall deliver to Buyer prior 
10 Closing a list showing: 

(a) The names of the Kennebec directors and officers, registered agent 
and registered office: 

(b) The banks and financial institution in which Kennebec h3s an 
account or safe deposit box and the names of all persons authorized to draw 
thereon or to have access thereto: and 

(c) The names of all persons holding powers of attorney from 
Kennebec with copies thereof attached hereto. 

Article 6 
REGULATORY APPROVALS 

6 1 Regulatory Approvals. Buyer shall obtain, at Kennebec's expense, all 
governmental consents and approvals required to carry out the transactions 
contemplated by this Agreement. including, without limitation, any necessary consents 
and approvals from the FCC and the SOPUC. Buyer shall use its best efforts to 
prepare and file all necessary regulatory notices. apptica ons, requests and pelttions 
within thirty (30) days after the date of th is Agreement. Kennebec and the 
Shareho:cters agree to cooperate with Buyer in obtaining such consents and approvals. 

Article 7 
OTHER OBLIGATIONS 

7 1 No Shopping. Kennebec and the Shareholders agree that. subject to 
compliance with any fiduciary duty, neither they nor any of their agents or affiliates will. 
during the period beg1nmng on the date hereof and ending on the first to occur of (a) 
the Closing or (b) the termination of this Agreement, either (i) sell or arrange for the 
sale of the Kennebec Stock; {ii) negotiate, solie1t. encourage or authorize any person 
to sohClt from any third party any proposals relating to the disposition of the business 
or assets of Kennebec or the acqu1s1tton of the Kennebec Stock: or {iii) make any 
1nforma11on concermng Kennebec or the Kennebec Stock available to any person for 
the purpose of affecting or causing a disposition of Kennebec assets or the Kennebec 
Stock 
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An1cle B 
CONDITIONS PRECEDENT TO OBLIGATIONS 
OF KENNEBEC AND THE SHAREHOLDERS 

The obhgat1ons of Kennebec and the Shareholders under this Agreement are 
sub1ect 10 the fulfillment pnor to or on the Closing Date of the following conditions: 

B 1 Reprnentations and Warranties. Each of the representations and 
warran es of Buyer conta ined 1n this Agreement shall be accurate in all material 
respects as of the date hereof and as of the Closing Date, and Buyer shall have 
performed au covenants and agreements required to be performed by it and shalt not 
be 1n defau lt under any of the prov1s1ons of this Agreement at or pnor to the Closing 
Date 

8 2 Certifica te A cenlficate, dated the Closing Date, signed by an officer of 
Buyer covering the prov1s10ns of Section B 1 hereof shall have been provided. 

8 3 Consents and Approvals. AJI consents. approvals, authorizations, 
permits. cen1ficales and orders with respect to the transactions contemplated by this 
Agreement required from any person, entity, court or governmental agency or 
instrumentahty (federal, state or k>CaQ shall have been obtained and shall be valid and 
in full force and effect, and no conditions. requirements or qualif.cations shall have been 
imposed by such consents. approvals, authonzat10ns, permits, certificates or orders 
that, 1n the reasonable opinion of Kennebec and 1he Shareholders. are unduly 
burdens:,me to Kennebec or the Shareholders. 

8.4 Payment and Deliveries Buyer shall pay the Purchase Price in 
accordance with An,cle 2 and shall have delivered to each Shareholder a Note and a 
Security Agreement. and shall have dehvered the Assignment of Policy as Collateral 
Secuuty and the Pannersh1p Secuuty Agreement 

8 5 Related Transaction The 1ransact10n contemplated by that cenam Stock 
Redemption Agreement of even date herewnh between Kennebec, as buyer a 
Delores Johnstone. as shareholder shall have closed Of shall ciose simultaneously with 
the Closing of the transaction contemplated herein 

Article 9 
CONDITIONS PRECEDENT TO OBLIGATIONS OF BUYER 

The obligations of Buyer under this Agreement are subtect 10 the fulfillment prior 
to or on the Closing Date of the following cond1t1ons 

9.1 Representation• aind Warranties Each of the representations and 
warranties of Kennebec and the Shareholders contained in this Agreement shall be 
accurate 1n au material respects as of the date hereof and as of the Closing Date 
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(except to the extent that such representations and warranties shall be incorrect as of 
1he Closing Date because of events or changes occurnng after the date hereof 1n the 
ord inary course of business of Kennebec as contemplated in this Agreement) ; 
Kennebec and Shareholders shall advise Buyer in writing of any such resulting 
inaccuracies, and Kennebec and the Shareholders shall have performed all covenants 
and agreements requ ired lo be performed by them and sha11 not be 1n default under any 
of the prov1si.Jns of this Agreement at or prior to the Closing Date. 

9 2 Certi ficate. Buyer shall have received a certificate, dated the Closing 
Date. signed by Kennebec and the Shareholders covermg the provisions of Section 9.1 
hereof 

9.3 Consents and Approval• All consents, approvals, authorizations. 
permits , certificates and orders with respect to the transactions contemplated by this 
Agreement required from any person, entity. court or governmental agency or 
mstrumenta l1ty (federa l, state or local) shall have been obtained and shall be vahd and 
m full force and effect, and no conditions. requirements or qualifications shall have 
been imposed by such consents, approvals. authorizations, permits. certificates or 
orders that, in the reasonable opinion c t Buyer. are unduly burdensome to Buyer or 
Kennebec 

9 4 Surrender of Certificates Representing Kennebec Stock. The 
Shareholders shall have surrendered to Buyer the certificates representing !he issued 
Kennebec Stock, and such certif1Gates shall be duly endorsed in blank or shall have 
duly e1eecuted blank stock powers attached thereto. 

9 5 No Material Adverse Change. Since December 31. 1997 and through 
the Closing Date, there shall not have occurred any material adverse change in the 
business. operations. assets. liabilities or condition (financial or otherwise) of Kennebec. 

9 6 Related Transaction. The transaction contemplated by that certain Stock 
Redemp11on Agreemen1 of even dale herewith between Kennebec, as buyer and 
Delores Johnstone. as shareholder shall have closed or shall close simultaneously wrth 
the Ck>s1ng of the 1ransact1on contemplated herein. 

Article 10 
TERMINATION 

10 1 Right of Termination This Agreemenl and the transaclions 
contemplated herein may be terminated at any time p11or 10 Ck>sing 

(a) By mutual wrmen consen1 of Buyer and each of the Shareholders; 
or 
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(b) By either of the Shareholders ,f Buyer breaches its obhgat,ons 
under Artlcie 6 of th,s Agreement and lhe Shareholders shall have cooperated 
fully Wllh Buyer in preparation of all requited apphr.at1ons tor approval, or 

(c) By any of the Shareholders in the event that any of the conditions 
set fcrth in ArtlCle 8 of this Agreement shall not have been satisfied or waived 
and Closing shall not have occurred on or before December 31 . 1998. or such 
later dale as shall be agreed upon pursuant to Section 1.3 ofth1s Agreement or 

(dJ By Buyer in the event that any of the conditions set forth m Article 9 
or this Agreement shall not have been sat1sf,ed or warved and Closing shall not 
have occurred on or before December 31 , 1998, or such later date as shall be 
agreed upon pursuant to SectlOn 1 3 of this Agreement. 

10 2 Notice of Tennination Not,ce of termination of 1h1s Agreement as 
provtded for in this Article 10 shall be given by the party or parties so lermmatmg to the 
olher parties hereto m accordance WJth the provisions of Section 11 .4 of this 
Agreement 

Art1cte 11 
MISCELLANEOUS 

11 l Entire Agreement ThlS Agreement, together with the exhibits and 
anaehments hereto consbtutes the entire agreement among the parties and 
supersedes all puor agreements oral or wntten This Agreement shall be bindmg upon 
and shall inure to the benefrt of the part.es hereto and their respective successors and 
ass,g"ls Buyer may assign Its nghts and obhgations hereunder to a direct or indirect 
wholly·owned subs.diary of Buyer, provtded that Buyer shall remain liable for all its 
obhgal!ons hereunder 1f Buyer's assignee fails to perform such obligations 

11 2 Severability. If any severable provision of this Agreement 1s held to be 
1nva1td or unenforceable by any Judgment of a court of compelent jurisdiction, the 
remainder of this Agreement shall not be affected by such Judgment, and the 
Agreement shall be camed out as nearty as poss,b~ according to its ongmal terms and 
intent 

11 3 Expenses Whether or not the Closing occurs, each party shall pay its 
own expenses incident to t preparat,on and t::rformance of th is Agreement and the 
transactions conlemplated hereby 

11 4 Notice Any notice, demand or other commumcat1on requited or permitted 
by any provision of this Agreement shall be deemed to have been sufficiently given or 
served for a11 purposes when dehvered m person or sent by facs1m 11e transm1ss1on with 
telephone confirmauon of receipt. overn,ght courter or reg istered or certified mail. return 
receipt requested all postage and other charges prepaid. as follows 
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. .. Buyer 
Rod Bowar 
P. 0 . Box 91 
Kennebec, South Dakota 57544 
Fax # : (605) 869-2221 

If to Kemebec 01 Shareh0iderl 
Kennebec Telephone Company, Inc. 
P. 0 . Box 158, Main Street 
Kennebec, South Dakota 57544 
Attention: Delores Johnstone 
Fax #: (605) 869-2221 

or at such other address as may be designated by notice pursuant lo this Sectton 11.4 
from such party to the other party. Notice sent by overnight courier shall be deemed 
delivered on the business day immediatety foUowing deposit with such courier. Notice 
sent by facsimile transmission shall be deemed delivered on the day of transmission 
if a bus iness day or if not a business day the first business day following the day of 
transmission. Notice sent by certified or registered mail shall be deemed delivered on 
the fifth day after deposit with the United States postal service. 

11.5 Governing Law. This Agreement shall be governed by and construed in 
accordance with the laws of the State of South Dakota without regard to its governing 
law principles. 

11 .6 Caption•. The captions appearing herein are for the convenience of the 
parties only and shall not be construed to affect the meaning of the provisions of this 
Agreement. 

11.7 Amendment. This Agreement may be amended, modif,ed, superseded 
or cancelled, and any of the terms, provisions, covenants, representations, warranties 
or conditions hereof may be waived, only by a written instrument executed by the 
parties hereto or, in the case of a waiver. by the party waiving compliance. 

11 .8 Waiver. The failure to enforce or to require the performance at any time 
of any of the provisions of this Agreement shall in no way be construed to be a waiver 
of such provisions and shall not affect either the validity of this Agreement or any part 
hereof or the right of any party thereafter to enforce each and every provision in 
accordance with the terms of this Agreement. 

11.9 Counterparts This Agreement may be executed in one or more 
counterparts, all of which shall be considered one and the same Agreement. This 
Agreement shall become effective when one or more counterparts shall have been 
signed by each of the parties and delivered to the other parties. 

11.10 Incorporation by Reference. The exhibits and schedules referred to in 
this Agreement are hereby incorporated in th is Agreement as a part hereof as if set 
forth in full herein. 
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11 11 Damages; Specific Performance. No party hereto shall be hable to the 
other for any indirect. consequential, special, pumt1Ve or any other s1mllar damages of 
any k•nd or nature ansmg m any manner from this Agreement and the performance 01 

nonperformance of obhgat10ns hereunder In the event of a breach of this Agreement, 
the parties acknowledge and agree that each of them stiall. in add1uon 10 any other 
rernedies available at law or m equity. have the nght to seek specific performance by 
the other part.es of their respective obhgat,ons hereunder 

11 12 Further Actions Following the Closing Dale, at !he request of Buyer, 
the Sharehokiers shall dehver such further instruments of 1ransfer and take all 
reasonable a K>n as may be necessary er appropriate to effectuate th,s Agreement and 
1he ransac11ons contemplated hereby Each party wlll promptly notify the other party 
of any 1nforma11on delivered to or obtained by such party which would prevent the 
consummauon of the transacttons contemplated by this Agreement , or would indicate 
a breach of the representaoons. warranties or covenants of any of the parties to this 
Agreement 

11 13 Joint Publicity No party to this Agreement shall issue any press release 
or make a pubhc announcement puor to or on the Closing Date concermng this 
Agreement or the transactions contemplated hereby without the prior approval of Buyer 
and each of the Shareholders. wh.ch approval shall not be unreasonably wllhheld. 

15 



IN WITNESS WHEREOF. the parties have execu!ed this Agreement the day and 
year first above written 

KENNEBEC TELEPHONE COMPANY. INC., 
a South Dakota corporation 

I ~-
By. +: ~,f, ,,C, •' 
Title . / , 1/J'i v 

' 
~ 

,;; t, ' ' ,,1., /,-:;, 
DELORES JOHNSTONE 

DAN JOHNSTONE 

BRAD JOHNSTONE 

CANOY MIL\,,l\R 

16 



IN 1MTNES5 WHEREOF 1he parties have executed 1h1s Agreement the day and 
year firs! above wntten 

ROD BOWAR 

KENNEBEC TELEPHONE COMPANY, INC., 
a South Dakota c.orporauon 

By ___________ _ 
Title __________ _ 

BRAD JOHNSTONE 

CANDY MILLER 

16 



IN WlTNESS WHEREOF, the parties have executed this Agreement the day and 
year first above wmten. 

ROD BOWAR 

KENNEBEC TELEPHONE COMPANY, INC., 
a South Dakota corporalion 

By .. ·_- ----------
Title:. __________ _ 

DELORES JOHNSTONE 

DAN JOHNSTONE 

BW-sT~ 

CANDY MILLER 

16 
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Oebtot 

PROMISSORY NOTE 

Rod Bowar 
P. 0 . Box 91 
Kennebec, SO 57544 

Date 
Maturit y Date 
Loan Amount 

1998 
2008 

FOR VALUE RECEIVED. the undersigned (the "Oebtor"I , promises to pay to the 
order of: Delores Johnstone (the "Creditor ") the principal sum of 

CALCULATION AND RATE OF INTEREST 

Debtor promises to pay interest, calculated on the basis of actual days elapsed 
1n a 365 day year, on the unpaid principal balance from the date hereof until maturity 
at the follo wing rate : 

an annual r .11e of eight 18)%, which rate shall be fixed uni ii the 
fifth anniversary date hereof. From tho fifth anniversary dato until 
this Note is paid in full , subject to any post-maturity Interest rate 
specified below, the annual interest rate shall be fixed at a rate 
equal to the prime rate minus %% as reported in the~ 
J2M.ro11 effective for the fifth anniversary date . 

The unpaid principal and interest due on this Note at maturity I whether the Note 
matures by demand. acceleration. lapse of t ime or otherwise) shall bear interest until 
paid et the rate of 10% per annum. 

PAYMENTS OF PRINCIPAL AND INTEREST 

l 'he Debtor promises to pay the principal and interest hereof as follows : 

Principal and interast shall be paid together in 120 consecutive 
monthly installments, calculated on a fiheen (1 5) year 
amor1lza11on schedule, of $ each, beginning • 

• 1998 , and on the same day of each month thereafter 
until _ . 2008, when the entire unpaid principal and 
accrued and unpaid interest hereon shall become due and payable. 
Each such ins tallment. when paid , shall be applied first in payment 
o f accrued interest and the balance thereof shall be opplied in 
reduction of principal. 

Debtor may, at any time and hom time to time, prepay this Note, w ithout 
penalty or premium, but any partial prepayments shall not relieve or diminish any 
scheduled subseQuent payments of princi::,al or intere!;! ur.: il .sll oblig3tions are pa;d 
m full . 

~ 
~ 



COLLATERAL 

THIS NOTE IS SECURED BY a security interest in 6 shares of common stock 
of Kennebec Telephone Company, Inc. as evidenced by a Stock Pledge Agreement 

ated ___ , 1998 

OEFAULT 

Debtor shall be 1n default upon the occurrence of ono or more of the following 
events: 

l . Any payment o f punc1pal and/or interes1 hereunder is not paid when due, 
or any other indebtedness of Debtor to Creditor is not paid when due; 

2. Any event of default shall occur under the Stock Pledge Agreement or 
other instrument secunng this Note: 

3. Debtor shaJI die . have a receiver appointed for all or any part of its 
property, become insolvent, or file or have filed against him any petit ion under any 
ex1Stmg or future bankruptcy or 11'\solvency law. 

Upon the occurrence of one or more events of default , Creditor may, at its 
option, declare the entue unpaid balance of this Note to be immediately due and 
payable and thereupon the entire unpaid balance of this Note shall be immediately duo 
and p:,vablo, together with all unpaid interest accrued hereon. with~out notice or 
d!!mand . Upon the occurrence of one or more events of de fault , the Creditor shall 
also have the nght to 1 I demand additional security in lieu of assert ing any other 
remedy; 21 use any remedy Creditor has under state or federal law; 3) use any remedy 
given to Creditor ,n the Stock Pledge Agreement. 

AOOITIONAL TERMS 

This No1e shall be governed by the substantive laws of the state of South 
Dakota vmhout regard to its conflicts of laws principles. 

Unless proh1b11ed by law , Debtor agrees to pay all costs of collection. including 
reasonable attorney' s fees and legal e,cpensos, incurred by Creditor in the event this 
Note is not duly paid . 

Rod Bowar 



Debtor 

PROMISSORY NOTE 

Rod Bowar 
P 0 . Bo, 91 
Kennebec. SD 57544 

Date 
Maturity Date 
Loan Amount 

1998 
1998 

FOR VALUE RECEIVED. the undersigned (the "Debtor") , promises to pay to the 
order of Candy Miller (the "Creditor") the onnc1oal sum of 

CALCULATION AND RATE OF INTEREST 

Deb!or promises to pay interest. calculated on the basis of actual days elapsed 
'" a 365 day year, on the unpaid principal balance from the date hereof until matunty 
at the following rate · 

an annual rate of eight (8)%, whtch rate shall be fixed until the fifth 
anniversary date hereof. From the fifth anniversary date until this 
Note 1s paid in full, subject to any post-maturity interest rate 
specified below. the annual interest rate shall be fixed at a rate 
equal to the prime rate minus ~% as reported in the ~ 
~ effective for the fifth anniversary date. 

The unpaid principal and interest due on this Note at maturity (whether the Note 
matures by demand, acceleration, lapse of time or otherwise) shall bear interest until 
paid at the rate of 10% per annum. 

PAYMENTS OF PRINCIPAL AND INTEREST 

The Debtor promises to pay the principal and interest hereof as follows 

Principal and interest shall be paid together in 120 consecutive 
monthly installments, ca~ulated on a frfteen {15) year amon1zation 
schedule. of S each, beginning. ----· 
1998. and on the same day of each month thereafter until 
---- · 2008, when the entire unpaid principal and accrued 
and unpaid interest hereon shall become due and payable. Each 
such installment. when paid, shall be applied first in payment of 
accrued interest and the balance thereof shall be applied in 
reduction of principal. 

Debtor may, at any time and from time to time. prepay this Note. without penalty 
or premium, but any partial prepayments shall not relieve or diminish any scheduled 
subsequent payments of principal or interest until :tU ob!ig~tior.s are paid in full . 



COLLATERAL 

THIS NOTE IS SECURED BY a security interest in 11 shares of common stock 
of Kennebec Telephone Company. Inc. as evidenced by a Stock Pledge Agreement 
dated _ _ _ • 1998. 

DEFAULT 

Debtor shall be in default upon the occurrence of one or more of the following 
even s 

1 Any payment of principal and/or interest hereunder is not paid when due. 
or any other indebtedness of Debtor to Creditor is not paid when due: 

Any event of defauh shall occur under the Stock Pledge Agreement or 
other instrument securing this Note. 

3 Debtor shall dte, have a receNer appointed for all or any part of its 
property, become insolvent, or file or have filed against him any petition under any 
existing or future bankruptcy or insolvency law. 

Upon the occurrence of one or more events of default, Creditor may, at its 
option, declare the entire unpaid balance of this Note to be immediately due and 
payable and thereupon the entire unpaid balance of this Note shall be immediatety due 
and payable. together with all unpaid interest accrued hereon, without notice or 
demand. Upon the occurrence of one or more events of default, the Creditor shall also 
have the right to 1) demand additional secunty in lieu of asserting any other remedy: 
2) use any remedy Creditor has under state or federal law: 3) use any remedy given 
to Creditor m the Stock Pk!dge Agreement. 

ADDITIONAL TERMS 

This Note shall be governed by the substantive laws of the state of South Dakota 
without regard to its conflicts of laws prinopJes. 

Unless prohibited by law, Debtor agrees to pay all costs of collection, including 
reasonal>le attorney·s fees and ~al expenses, incurred by Creditor m the event this 
Note 1s not duty paid 

Rod Bowar 



Debtor 

PROMISSORY NOTE 

Rod Bowar 
P 0 . Box 91 
Kennebec. SD 57544 

Date 
Ma1ur1ty Date 
Loan Amount 

1998 
2008 

FOR VALUE RECEIVED. the undersigned (the "Debtor"). promises to pay to the 
order of: Brad Johnstone (the "Creditor"') the principal sum of 

CALCULATION AND RATE OF INTEREST 

Debtor promises to pay mterest. calculated on the bastS of actual days elapsed 
In a 365 day year. on the unpaid principal balance from the date hereof until maturity 
at the followmg rate: 

an annual rate of eight (8)%. whteh rate shall be fixed until the fifth 
anniversary date hereof. From the fifth anniversary date until thrs 
Note 1s paid in full, subject to any post-maturity interest rate 
specified beklw, the annual interest rate shall be fixed at a rate 
equal to the prime rate minus %% as repcr1ed in the ~ 
J.2u!!!1! effective for the fifth anniversary date. 

The unpaid principal and interest due on this Note at maturity (whether the Note 
matures by demand, acceleration. lapse of time or otherwise) shall bear interest until 
paid at the rate of 10% per annum. 

PAYMENTS OF PRINCIPAL AND INTEREST 

The Debtor prormses to pay the principal and interest hereof as follows: 

Principal and interest shall be paid together in 120 consecutive 
monthty installments. calculated on a fifteen (15) year amortizatton 
schedule. of $ each, beginning, ----· 
1998, and on the same day of each month thereafter until 
----· 2008. when the entire unpaid principal and accrued 
and unpaid interest hereon shall become due and payable. Each 
such installment. when paid, shall be applied first in payment of 
accrued interest and the balance there f shall be applied In 
reducttOn of principal. 

Debtor may, al any time and from time lo time, prepay this Note, without penalty 
or prem,um. but any partial prepayments shall not relieve or diminish any scheduled 
subsequent oayment,; of r rinc.ip~I or interest until all obligation~ arc paid in full. 



COLLAlERAL 

THIS NOTE IS SECURED BY a secunty mterest 1n 11 shares of common stock 
of Kennebec Telephone Company. Inc. as evtdenced by a Stock Pledge Agreement 
da1ed ___ • 1998 

DEFAULT 

Debtor shall be in default upon the occurrence of one or more of the following 
events 

Any payment of pnncipal and/or interest hereunder is not paid when due. 
or any other mdebtedness of Debtor to Creditor 1s not paid when due; 

Any event of default shall occur under the Stock Pledge Agreement or 
other instrumenl securing this Note, 

3 Debtor shall die, have a receiver appointed for all or any part of its 
property. become insolvent, or file or have med against him any petition under any 
exrsting or future bankruptcy or insolvency law. 

Upon the occurrence of one or more events of default. Creditor may, at its 
option, declare the entire unpaid balance of this Note to be immediately due and 
payable and thereupon the entire unpaid balance of this Note shall be immediately due 
and payable, toqether with all unpatd interest accrued hereon, without notice or 
demand Upon the occurrence of one or more events of default. lhe Creditor shall also 
have the nght to 1) demand additiona l security in lieu of asserting any other remedy: 
2) use ;my remedy Creditor has under state or federal law. 3) use any remedy given 
to Creditor in the Stock Pledge Agreement 

ADDITIONAL TERMS 

This Note shall be governed by the substantive laws of the state of South Dakota 
without regard to its confhcts of laws pru,c,ples 

Unless proncb,ted by taw. OebtOf agrees to pay all costs of collectK>n, inciud 
reasonable attorney's fees and legal expenses, incurred by Creditor 1n the event this 
Note 1s not duly pa id 

Rod Bowar 



Debtor 

PROMISSORY NOTE 

Rod Bowar 
P 0 . Box 91 
Kennebec. SD 57544 

Date 
Maturity 
Loan Amount 

1998 
2008 

FOR VALUE RECEIVED. the undersigned (the "Debtor"). promises lo pay to the 
order of. Dan Johnstone (the "Creditor"') the orincioal sum of 

CALCULATION AND RATE OF INTEREST 

Debtor promises to pay interest. ca~lated on the basis of actual days elapsed 
in a 365 day year, on the unpaid principal balance from the date hereof until matunty 
at the following rate: 

an annual rate of eight (8)%. which rate shall be fixed until the fifth 
anniversary date hereof. From the fifth anniversary date until thtS 
Note is paid in full, subject to any poat•maturity interest rate 
specified below, the annual interest rate shall be fi>ced at a rate 
equal to the prime rate minus ~% as reported in the ~ 
.!2ll!!ll) effective for the fifth anniversary date. 

The unpaid principal and interest due on this Note at maturity (whether the Note 
matures by demand, aece~ration, lapse of time or otherwise) shall bear interest until 
pak:t at the rate of 10% per annum. 

PAYMENTS OF PRINCIPAL AND INTEREST 

The Debtor promises to pay the prinopal and interest hereof as f~lows: 

Principal and interest shall be paid together in 120 consecutive 
monthty instaltments, calculated on a fifteen (15) year amortization 
schedule, of S each. beginning, ----· 
1998, and on the same day of each month thereafter until 
---- · 2008. when the entire unpaid principal and accrued 
and unpaid interest hereon shall become due and payable. Each 
such installment. when paid, shall be applied fins! In payment of 
accrued interest and the balance thereof shall be applted in 
reductk>n of principal. 

Debtor may, at any time and from time to time. prepay this Note, without penalty 
or premium. but any partial prepayments shall not relieve or diminish any scheduled 
subsequent payrMnts nf principPI or INer~t until all obl~a!ions are paid in full. 



COLLATERAL 

THIS NOTE IS SECURED BY a security Interest in 11 shares of common stock 
of Kennebec Telephone Company. Inc. as evidenced by a Stock PJedge Agreement 

dated ---· 1998. 

DEFAULT 

Deblor shall be m default upon the occurrence of one or more of the following 
events 

1 Any payment of pnncipat and/or mterest hereunder 1s not paid when due. 
or any other indebtedness of Debtor to Cred itor is not paid when \Jue: 

Any event of default shall occur under the Stock Pledge Agreement or 
other instrument secunng this Note. 

3 Debtor shan die, have a receJVer appointed for all or any part of its 
property, become msotvent, or file or have fiJed against him any petition under any 
existing or future bankruptcy or insofvency law 

Upon the occurrence of one or more events of default, Creditor may, at its 
option, declare the entire unpaid balance of this Note to be immediately due and 
payable and thereupon the entire unpaid balance of this Note shall be immediately due 
and payabte. together with all unpaid interest accrued hereon. without notice or 
demand Upon the occurrence of one or more evenls of default. the Creditor shalt also 
have the nght to 1} demand addruonal security in lteu of asserting any other remedy; 
2) use an'/ remedy Creditor has under state or federal law: 3} use any remedy given 
to Cteditor in the Stock Pledge Agreement. 

ADDITIONAL TERMS 

Tti ls Note shall be governed by the substantive laws of the state of South Dakota 
without regard to its conflicts of laws pnnciptes. 

Untess proh1b1ted by law. Debtor agrees to pay all costs of collection. including 
reasonabie attorney's fees and legal expenses, incurred by Cred11or in the event this 
Note ,s not duty paid 

Rod Bowar 



STOCK PLEDGE AGREEMENT 

THIS STOCK PLEDGE AGREEMENT is entered into as of 
1998, between Rod Bowar ("Pledgor") and Delores Johnstone, 

("Shareholder ). 

WITNESSETH · 

WHEREAS, PkKtgor and Shareho$der have entered into a Stock Purchase 
Agreement dated June 1, 1998 (the "Agreement") whereby Pledgor agrees to pledge 
6 shares of the common stock of Kennebec Telephone Company, Inc. (the "Kennebec 
Stock") to Shareholder. 

\'VHEREAS, the parties desire to evidence the pledge of such shares by 
this separate Stock Pledge Agreement. 

NOW, THEREFORE, in consideratk>n of the above premises, and other 
good and valuable consideration, Pledger hereby pledges and grants a security interest 
In and to shares of the Kennebec Stock and all proceeds of such stock, including but 
not limited to, any additional shares which are generated as a result of any stock split 
or stock dividend (the "Collaterar) to Sharehokter, as collateral security for Pledgor's 
obl!gatlons described in Section 1.2 of the Agreement. Pledgor and Shareholder further 
agree that this pledge and security interest shall be subject to the following additional 
terms: 

1. Delivery of Certain Items. Upon execution of this Stock Pledge 
Agreement, Shareholder shall retain possession of the certificate(s) evidencing the 
Kennebec Stock. 

2. .Iun.. Pledgor shall pay when due any and all taxes. 
asSf"ssments, and governmental charges k!vied upon the Collateral. 

3. Financing Statements and Other Actions Pledgor shall execute 
and deliver to Shareholder all stock powers. stock split agreements. financing 
statements, and other documents and do such other things from time to time requested 
by Shareholder in order to maintain a first perfected security interest in the Collateral 
in favor of Shareholder and lo effect a transfer to a purchaser of the Collateral. or any 
part thereof, in the event of a sa~ pursuant to paragraph 6 herein. 

4. L.kml. Pledger shall not create, incur or suffer to exist. any lien on 
the Collateral except the security interest created by this Agreement. 



5 01spos1t1on pf Collateral. Pledgor shall not sell or otherwise dispose 
of all or any part of the Collateral. 

6 f,;xercise of Rights in Collateral After an Event of Default as 
defined in the Promissory Note occurs and 1s continuing, Shareholder may exercise any 
remedy she has under the terms of the Agreement, this Stock Pledge Agreement and 
anv remedy she has under applicable law. including but not limited to the following. 
Shareholder may cause the Collateral, or any part thereof, to be sold at a public sale. 
1n accordanc, with slate law. Shareholder shall receive from such sale proceeds an 
amount sufficient to pay the balance on the Promissory Note in full. If such sale 
proceeds are insufficient to pay Shareholder in full, Pledgor shall remain liable to 
Shareholder for the deficiency. Notwithstanding any other provision of this Stock 
Pledge Agreement. Shareholder shall not have a ught to transfer ownership of lhe 
Col tera1 to Shareholder, nor to be a purchaser of the Collateral at any sale thereof. 

Possession of Collateral Drscla1mer Beyond the exercise of 
reasonable care to assure the safe custody of lhe Kennebec Stock certificate(s) In the 
physical possession of Shareholder pursuant hereto. Shareholder shall have no duty 
or ltab1hty to collect any sums due 1n respect thereof or to protect, preserve. or exercise 
any rights perta1n1ng there10 

8 Payment in Full Shareholder shall retain possession of the 
certificate{s) evidencmg the Ken~ Slack until Shareholder receives payment of the 
full amount for the shares from Pledgor hereunder Upon receipt of payment in full . 
Shareholder shall deliver to Pledgor the certificate{s) representing the Kennebec Stock. 
endorsed in blank for transfer 

9. Miscellaneous. This Agreement cons1i1utes the entire agreement 
and understanding of the parties hereto and 1s a final expression of their agreement. 
and no evtdence of oral or other wntten promises shall be binding. This Agreement 
shall be subJect 10 and governed by the laws of the State of South Dakota without 
regard to its conflicts of laws pnnc1p~s. No amendment or modificalion of this 
Agreement shall be effectNe unless signed in wnung by both parties. The headings of 
secttans in this Agreement are for reference only and shall not effect the Interpretation 
or construction of this Agreement This Agreement shall be binding upon the parties 
hereto and their respective heirs. tega1 representatives and successors and permitted 
assigns Each prov1s100 of 1h1s Agreement shall be viewed as separate and divisible. 
In the event any provision hereof shall be hekt to be mvaltd or unenforceable. the 
remaining provisions shall conunue to be in full force and effect This Agreement may 
be executed ,n one oc more counterparts, each of wh 1Ch shall be deemed an onginal. 
but all of which togelher shall constitute one in the same instrument 



IN WITNESS WHEREOF, the panies have executed this Agreement the 
date and year first above written . 

ROD BOWAR Pledgor 

DELORES JOHNSTONE, Shareholder 



STOCK PLEDGE AGREEMENT 

THIS STOCK PLEDGE AGREEMENT is entered onto as of 
1998, between Candy Miller r Pledgor'°) and Delores Johnstone, 

("Shareholder"). 

WITNESSETH : 

WHEREAS, Pledger and Shareholder have entered into a Stock Purchase 
Agreement dated June 1, 1998 (the "Agreemenr) whereby Pledger agrees to pledge 
1 shares of the common stock of Kennebec Telephone Company. Inc. (the "Kennebec 
Stock") to Shareholder. 

WHEREAS, the parties desire to evidence the pledge of such shares by 
th is separate Stock Pledge Agreement. 

NOW, THEREFORE. in consideratk>n of the above premises. and other 
good and valuable consideration, Pledger hereby pledges and grants a security interest 
in and to shares of the Kennebec Stock and all proceeds of such stock, Including but 
not limited to, any additional shares whfCh are generated as a result of any stock split 
or stock dividend (the "Collateral") to Shareholder. as ~ lateral security for Pledger's 
obligations describ.."Ct In Section 1 2 of the Agreement. Pledger and Shareholder further 
agree that this pledge and security interest shall be subJect to the following addrt:Klnal 
terms: 

1. Qeliyery of Certain Items. Upon execution of this Stock Pledge 
Agreement. Shareholder shall retain possesst0n of the certificate(s) evidencing the 
Kennebec Stock. 

2. mn. Pledgor shall pay when due any and all taxes, 
assessments, and governmental charges levied upon the Collateral. 

3. f inancing Statements and Other Actions. Pledgor shall execute 
and deliver to Shareholder all stock powers. stock split agreements. financing 
statements. and other documents and do such other things from time to time requested 
by Shareholder +n order to maintam a first perfected security interest in the Collateral 
in favor of Shareholder and to effect a transfer to a purchaser of the Collateral, or any 
part thereof, in the event of a sale pursuant to paragraph 6 herein 

4 i.!t!li Pledgor shall not create. incur or suffer to exist, any lien on 
the Collateral except the secunty interest created by this Agreement. 



5 Disposition of Collateral. Pledgor shall not sell or otherwise dispose 
of all or any part of the Collateral. 

6. Exercise of Rights in Cortateral After an Event of Default as 
defined in the Promissory Note occurs and 1s continuing, Shareholder may exercise any 
remedy she has under the terms of the Agreement, this Stock Pledge Agreement and 
any remedy she has under applicable law, including but not limited to the following . 
Shareholder may cause the Collateral. or any part thereof, to be sok:J at a public sale, 
in accordance with state law Shareholder shall receive from such sale proceeds an 
amount sufficient to pay the balance on !he Promissory Note in full . If such sale 
proceeds are insufficient to pay Shareholder in full , Pledger shall remain hable to 
Shareholder for the deficiency. Notwithstanding any other provision of this Stock 
Pledge Agreement. Shareholder shall not have a right to transfer ownership of the 
Collateral to Shareholder, nor to be a purchaser of the Collateral at any sale thereof. 

Possession of co11a1era1· Oisctaimer Beyond the exercise of 
reasonable care to assure the safe custody of the Kennebec Stock certificate(s) in the 
physical possession of Shareholder pursuant hereto. Shareholder shall have no duty 
or habality to collect any sums due in respect thereof or to protect. preserve. or exercise 
any nghts pertaining thereto. 

8 Payment in Full. Sharehok:Jer shall retain possession of the 
certificate(s) evidencing the Kenneb Stock until Shareholder receives payment of the 
full amount for the shares from Pledger hereunder. Upon receipt of payment in full. 
Sharehok:Jer shal: deliver 10 Pledger the certifteate(s) representing the Kennebec Stock. 
endorsed in blank for transfer 

9 Miscellaneous. This Agreement constitutes the entire agreement 
and understanding of the pan1es hereto and is a final expression of their agreement. 
and no evtdence of oral or other wntten promises shall be binding. This Agreement 
sha ll be subject to and governed by the laws of the State of Soulh Dakota without 
regard 10 rts conflicts of laws pnnciples. No amendment or modification of this 
Agreement shall be effective un~ss signed in wnting by both parties. The headings of 
sections m this Agreement are for reference only and shall not effect the interpretation 
or construction of this Agreement This Agreement shall be binding upon the parties 
he1eto and their respectrve heirs, legal representatives and successors and permitted 
assigns Each prov1s10n of this Agreement shall be viewed as separate and divisible. 
In the event any prov1s1on hereof shall be held lo be invalid or unenforceable, the 
remaining prov1s1ons shall continue to be 1n full force and effect. This Agreement may 
be executed m one or more counterparts. each of which shall be deemed an original. 
but all of wh1eh together shall constitute one in the same Instrument. 



IN WITNESS WHEREOF, the parties have executed this Agreement the 
date and year first above written. 

CANDY MILLER, Pledgor 

DELORES JOHNSTONE. Shareholder 



STOCK PLEDGE AGREEMENT 

THIS STOCK PLEDGE AGREEMENT is entered into as of 
=--~~-· 1998, between Brad Johnstone ("Pledgor") and Delores Johnstone, 
(·Shareholder"). 

WITNESSETH : 

WHEREAS, Pledgor and Shareholder have entered into a Stock Purchase 
Agreement dated June 1, 1998 (the "Agreemenr) whereby Pledger agrees to pledge 
11 shares of the common stock of Kennebec Telephone Compan~. Inc. (the "Kennebec 
Stock•) to Shareholder. 

WHEREAS, the parties desire to evidence the pledge of such shares by 
this separate Stock Pledge Agreement. 

NOW, THEREFORE. in consideration of the above premises, and other 
good and valuable consideration, Pledger hereby pledges and grants a security interest 
in and to shares of the Kennebec Stock and all proceeds of such stock. including but 
not limited to, any additional shares whk:h are generated as a result of any stock split 
or stock dividend (the "Collateral'") to Shareholder. as collateral security for Pledger's 
obli~ations described in Section 1 2 of the Agreement. Pledger and Shareholder further 
agree that this pledge and security interest shall be subJect to the following additional 
terms: 

1. Delivery of Certain Hems. Upon execuUon of this Stock Pledge 
Agreement, Shareholder shall retain possession of the certificate(s) evidencing the 
Kennebec Stock. 

2. ll!H. Pledgor shall pay when due any and all taxes. 
assessmenls. and governmental charges levied upon the Collateral. 

3. f inancing Statements and Other Acttons. Pledgor shall execute 
and deliver to Shareholder all stock powers, stock split agreements, financing 
statements. and other documents and do such other things from time to time requested 
by Shareholder in order to maintain a first perfected security interest In the Collateral 
in favor of Shareholder and to effect a transfer to a purchaser of the Collateral, or any 
part thereof, in the event of a sa~ pursuant to paragraph 6 herein. 

4 ~ . Pledgor shall not create, incur or suffer to exist, any lien on 
the Collateral except the security interest created by this Agreement. 



5 p 15p951Jton of Collateral Pledger shall not sell or otherwise dispose 
of all or any pan of the Collateral 

6 Exergse ot Rights 1n Collateral After an Event of Default as 
defined in the Promissory Note occurs and 1s continuing. Shareholder may exercise any 
remedy she has under the terms of the Agreement, this Stock Pledge Agreement and 
any remedy she has under apphcable law. including bu! not hmited lo the following. 
Shareholder may cause the Collateral, or any part thereof, to be sold at a public sale, 
in accordance with state law Shareholder shall receive from such sale proceeds an 
amount suffi(.Jent to pay the balance on the Promissory Nole in full. If such sale 
proceeds are insuffictent ro pay Shareholder in full. Pledger shall remain liable to 
Shareholder for the deficiency Notwithstanding any other provision of this Stock 
Pledge Agreement, Shareholder shall not have a nght to transfer ownership of the 
Collateral to Shareholder, nor to be a purchaser of the Collateral at any sale thereof. 

PossesslOn of Collateral Otsda1mer. Beyond the exercise of 
reasonable care to assure the safe custody of the Kennebec Stock certificate(s) in the 
physical possesst0n of Sharehotder pursuant hereto. Shareholder shall have no duty 
or hab1hty 10 collect any sums due 10 respect thereof or 10 protect, preserve, or exercise 
any nghts perta ining thereto 

8 Payment m F yll Shareholder shall retain possession of the 
ceniflcate(s) evtdencmg the Kennebec Stock until Shareholder receives payment of the 
full amount for the shares from Pledger hereunder Upon receipt of payment in full, 
Shareholder shall dehver to Pledger the cert1fica1e(s) represenM g the Kennebec Stock. 
endorsed in blank for transfer 

9 Miscellaneous. This Agreement constitutes the entire agreement 
and understanding of the parties hereto and is a final e11:pression of their agreement. 
and no evidence of oral or other wntten promises shall be binding. This Agreement 
shall be subJect to and governed by the laws of the State of South Dakota without 
regard 10 rts confhcts of laws pnnc1p~ No amendment or modrf,cat1on of thtS 
Agreement shall be effective unless signed 10 writing by both parties The headings of 
sechons 1n this Agreement are for reference onty and shall not effect lhe 1nterpretat1on 
or construction of this Agreement This Agreement shall be binding upon the parues 
herP.to and their respective heirs, legal representatives and successors and permitted 
assigns Each prov1sK>n of lh1s Agreement shall be viewed as separate and divisible. 
In the event any provision hereof shall be held to 1nvahd or unenforceable, the 
remainmg provisions shall contmue to be in full force and effect. This Agreement may 
be executed 1n one or more counterparts, each of which shall be deemed an orig inal . 
but all of which together shall constitute one m lhe same instrument 



IN WITNESS WHEREOF, lhe parties have executed this Agreement the 
date and year first above written. 

BRAD JOHNSTONE. Pledgor 

DELORES JOHNSTONE, Shareholder 



STOCK PLEDGE AGREEMENT 

THIS STOCK PLEDGE AGREEMENT is entered into as of 
=-----· 1998, between Dan Johnstone ("Pledgor") and Dek>res Johnstone, 
("Shareholder") 

WITNESSETH : 

VVHEREAS, Pledgor and Shareholder have entered into a Stock Purchase 
Agreement dated June 1, 1998 (the "Agreement") whereby Pledgor agrees to pledge 
11 shares of the common stock of Kennebec Telephone Company, Inc. (the "Kennebec 
Stock") to Shareholder. 

WHEREAS. the parties desire to evidence the pledge of such shares by 
this separate Stock Pledge Agreement. 

NOW, THEREFORE, in consideration of the above premises, and other 
good and valuable consideratk>n, Pledgor hereby pledges and grants a secunty interest 
in and to shares of the Kennebec Stock and all proceeds of such stock, including but 
not limited to, any additional shares which are generated as a result of any stock split 
or stock drvtdend (the "Collaterar) to Shareholder. as collateral security for PJedgor's 
obligations described in Section 1 2 of the Agreement. Pledgor and Sharehotder further 
agree that this pledge and security interest shall be sub,ect to the folk>wing additional 
terms 

1. Oeliyery of Certain Items Upon executJon of this Stock Pledge 
Agreement. Shareholder shall retain possessK>n of the certificate(s) evidencing the 
Kennebec Stoel<. 

2 ~ Pledgor shall pay when due any and all taxes, 
assessments, and governmental charges levied upon the Collateral. 

3. Finanana Statements and Other ActK>OS Pledger shall execute 
and delrYer to Shareholder all stock powers. stock split agreements. financing 
stlttements, and other documents and do such other things from time to time requested 
by Shareholder in order to maintain a first perfected security interest 1n the Collateral 
1n favOf of Shareholder and to effect a transfer to a purchaser of the Collateral. or any 
part thereof, in the event of a sale pursuant to parag; : >h 6 herein. 

4 ~ Pledgor shall not ere ' e. lncur or suffer to exist. any lien on 
the CoUateral except the secunty interest created by this Agreement 



5. D1spo5111on of Collateral. Pledgor shall r.ot sell or otherwise dispose 
of alt or any part of the Collateral 

6. Exercise of Rights m Collateral After an Event of Default as 
defined m the Promissory Note occurs and 1s continuing, Shareholder may exeretse any 
remedy she has under the terms of the Agreement, this Stock Pledge Agreement and 
any remedy she has under applicable law. including but not limited to the following 
Shareholder may cause the Collateral. or any part thereof. to be sold at a public sale. 
in accordance with state law Shareholder shall receive from such sale proceeds an 
amount sufficient to pay the balance on the PromtSsory Note in full If such sale 
proceeds are 1nsuffident to pay Shareholder m full, Pfedgor ~hall remain liable to 
Shareholder for the defioency Notwithstanding any other provision of this Stock 
Pledge Agreement, Shareholder shall not have a right to transfer ownership of the 
Collateral to Shareholder. nor to be a purchaser of the Collateral al any sale thereof. 

7 Possession of Colla1era1 O•scJaimer. Beyond the exercise of 
reasonable care to assure the safe custody of the Kennebec Stock certificate(s) in the 
physical possession of Shareholder pursuant hereto. Shareholder shall have no duty 
or liab ility to collect any sums due in respect thereof or to protect, preserve. or exercise 
any rights pertaining thereto. 

8. Payment in fuU Shareholder shall retain possesstOn of the 
certificate(s) evidencing the Kennebec Stock until Shareholder receives payment of the 
full amount for toe shares from Pledger hereunder. Upon receipt of payment 1n full, 
Shareholder shall deliver to Pledger the cenlficate(s) representing the Kennebec Stock, 
endorsed 1n blank for transfer. 

9 M,scenaneous This Agreement const1tu1es the entire agreement 
and understanding of the parties hereto and is a final expression of their agreement. 
and no evidence of oral or other written promises shall be binding. This Agreement 
shall be subJect to and governed by the laws of the State of South Dakota without 
regard to its confhcts of laws principles. No amendment or modification of this 
Agreement shall be effectwe unless signed in writing by both parties. The headings of 
sections in this Agreement are for feference only and shall not effect the interpretation 
or : onstruction of this Agreement This Agreement shall be binding upon the parties 
hereto and their respective heirs. legal representatives and successors and permitted 
assigns. Each prov1st0n of this Agreement shall be viewed as separate and div1s1ble 
In the event any prov1s1on hereof shall be held to be mvahd or unenforceable the 
remainmg prov1s10ns shall continue to be 1n full force and effect. This Agreement may 
be executed m one or more counterparts, each of which shall be deemed an original. 
but all of which together shall constitute one in the same instrument 



IN WITNESS WHEREOF, the panies have executed this Agreemenl the 
date and year first above written. 

DAN JOHNSTONE. Pledgor 

DELORES JOHNSTONE. Shareholder 



FIRST PENN-PACIFIC 
LIFE INSURANCE COMPANY 

ASSIGNMENT OF POLICY AS COLLATERAL SECURITY 

I. For ValL>" Ree.ewed. the undersign~ assign. uansler and sot over to------------

··-------------------------------
lhere,n ca.ed t t,e · AsS1gnee·. ________ executors, adm1n1sua1ors, sueceHou or aSS19ns. Polley 

N\), _____ issued on the hie o! -----------------

ll'l~re n call~ 1 the ·1nsured·J by the Fitst Penn-Pac,l1c L,fe Insurance Company of Oall troolt Ten ace , llhno1s lht-re,n 
callee tt\e ·1nsurer·1 and all nghts. t•tle and m1erust therem and thereunder (except as prov1d!HI' nerem) sub1ect to 
the 1e1ms and cond111ons ol the Polley and all superior liens , 11 any, which the Insurer mav ave against the Policy. 

PLEASE SEE THE BACK OF THIS FORM FOR ADDITIONAL PROVISIONS RELATED TO 
THIS ASSIGNMENT OF THE POLICY AS COLLATERAL SECURITY 

Signed and sealeo lh•s ------- dayol ------ . 19 ____ . 

------~w~,,-ne-,-,-----------O~w-ne~,.------- IL.S.J 

Address 

Wnness 

A ddress 

Coun1v of ------­

Stale ot -------
]- S.S. 

On 1he ------- day ol ------ . ··----
belore me personally appeared -----------------------

10 me ltnown to be the idermcal person _ _ _ described 1n enl'! whO executed the aoove assignment and 
acknowledged to me that the execu1,on ol same w as ___ tree act and deeo !or the purPQses therein specified. 

No1ary Public 

My comm1ss,on expires -------· 19 

The spouse, ii any. must sign 11 the policy was issued 10 or 1s owned by a res1deru ot Anzona. Cahlornra. Idaho. 
Lows,ana, Nevada, New Mexico. Te,u,s , Wash1ngron, or W1scons1n . 

• For corporations , add signature an<1111le ol another olhcer or all,x corpora1e se.11. 

8L-'017 18,951 P•gel 



..._. .......... _____ _ 
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All of Debtor' s right , clc le and incuu c ln Kennebec CATV 
Cocpany , a Sou Lh Dakot a general parcnenhi p a nd general 
incangiblu 
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SECURITY AGREEMENT (lo, Agrlc.ullu,t or Bu1lnu1) 

Soclol Secu11ty/l.O. Number _ 

Address -----------

Oa:e _ 

Sec.u1ed Party 

Addreis 
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STOCK REDEMPTION AGREEMENT 

THIS STOCK REDEMPTION AGREEMENT tthe "AgrNment " l 1a made es 
of J une 1, 1998, belwHn Kennebec Telephone Compenv. Inc ., • South Dakota 
corporation whose p,1nc ip1I place ot bu11neu II locoted et Mo,n Street . Kennebec , 
S0U1h Oekot1 1thc '"Corporat1on•1. end Delores Johnston• Uhe " Shareholder •) 

WHEREAS, the Shareholder hu previously sold six (61 sh1rH of the 
1Hued and outstanding 1ha1 H of common 1tock. par value f100 "' there hhe 
·common Stock'"I . of the Corpo,e1ion. end 11 the ,ndiv1dual benef1ci1I Ind record 
owner o f only thirty-three (l31 shorn of conwnon 1tock H of the dote he,eol ; 

WHEREAS, tht sne,eho~er' s cnildren have HCt'I previously sold eleven 
111) lherH of common stock of the Corpo,et•on, w n,ch represented 100% ot 1heir 
respective aquity interest in the Corpor1t1on: end 

WHEREAS. the Corpo,etM>ndH.irH to redHm the thutv·thrH (331 shero$ 
Ith• "' $heres~) of Common Stock on the t•rm, end 1ubject to the cond1t1ons Ht forth 
betow: and 

WHEREAS, the Shareholder dHirH 1het the Sh.,H be ttdHm.d by 1ho 
Corporation on the terma and aubiect to the conditions set forth below, 

NOW. TMEREFOAE. in cons,derat,on of lhe mutual covenanu. 
reprt"•ent•uont. w1u1ntie1 and -arQments h•r•in con1,1ned. the perltes agree 81 
folk>wa: 

1. 11£DEMl'TION Of STOCK 

1. 1 Stodl to be ~ . In accordence wnh the terms and 
condnt0ns of U\ts Agreement. 1M perti.s hereby egree thet at th• Clo11ng 111 defined 
belowl tho Shtteholder 1hell aurronder, convey , tten1t1r, 11 .. gn end deliver to the 
Corooretion, frH end clHr of all lten1 , oneumbr1nc11. eauibH and cl1·m1 of any 
net.Ufe wh111oovor . and tho Corporation shall redHm, .CQUlfO, accept and pvrchHe 
the Sheros upon payment by Corporetson of lthe "'Redemption Price "' ) to 
Sha,eholdor . which amount M\all be peyab'- in two ns11Umen11 H dHcrtbeG below 
,n Section 1.2. On the Cktaing Date , .. defined below!, Shareholder ahall dehve, 
certificate, ropruenting the Sh1tH to tho Corpo,et1on. w ith ,,ch cenit1c1te bfl ,ng 
endOrHd 1n blenk for tranefar. or II other'MH determined by Iha Corpor,tion, and 1n 
form • nd sub11enee flHonably utisfectory 10 t~ Corporetton . 

1 .2 Peyment of ... mpllon Price. In constderet1Cn tor Shtreholder "s 
conveyance and auuender of the Sha11• to t~ Corpor•uon. at Cloa1r--9 I•• Gefi ned 
bolowJ Corporet1on M\all pey SO'Mi of the Redemption Puce at Closing end 50% of ttie 
Red9mp11o n Prie.a on the ftrtt enn,v.,Hry date of the Clo .. ng . Eec:h such payment 



shal l be paid by wire tren1te, of imm.d11tely evedab e fund, ena by tranlf•mng anc 
111igning to Shereholdtt ell the Cor~ration' s tight . title and mt•rHt rn end to certain 
HCUnt1H owned by the Corporation. Th• oe,c•ntageof the Redemotion Price payable 
1n cHh and in Hcuri11es 1n1II be Clet•rmmea t,y mu1u1t 1grHment or the parues 

1.3 Generel"-liMN. In con11d•ret1on for tne uan11cuoncont1mpl1t1C1 
h1r11n. the Sh•eholder and the Corporation each hereby reiHH. waive and forever 
d1ache,ge any cl11m1, now or herHfte, 1,ust1ng, that e ither party hH -a11nat the 
other , 1t1, o lf1cflf1 end director, 1n11ng from. connected with or in any manner related 
to 1h11 AgrHment . 

1.4 Cto.ng. The con1ummeuon of the 1'8'\HCt1on contemplated 
hereunder lthe ·c101mg·1 shell take piece et the otr1ce1 of the Corporation, Mein 
Strut, Kennebec: , Soutf'I Dakota, at 10:00 e .m., locel time . on September 30, 1998. 
or at auch other tu, .. and piece u CorporebOrl and Shereho6der may mutually agree 
1th1 "'Closing 01te"'I , The pantee 1h1N deem the Clos,ng eff1ctrve Hof 11 :59 p.m. 
on the Clo1ing 0111. 

2. COVENANTS OF THE l'AIITIH 

2 .1 bpe,nNa. Each pany 1haH be solely end 1nd1vidu1l ly r11pon11ble 
and l:1ble for the expan, .. end co1ta. including 1norn1y1· and accountants ' feea. 
sepa,11elv incurred by each party 1n connection with this AgrHment and the 
tran11ct1ons contemplated hereby. 

2.2 Information .. turna . The petties nereto agrH to 1,1• all 1nto,m11hon 
returns tt':1t m1y be recauired by fed1r1I 1nd 1t1t1 ta.. law, or regulations H a result 
of the transac1,on1 con1ummat9d under this Agreement et such t.1me and in suc h 
manner es mav be roquered by such laws or regulations, end m a manner cons,11ten1 
w ith the t rHtment afforded 1uch trenuction1 by the Corporation 1n any enformat1on 
returns that it may file with respect to tMse trenaact1ona . 

2.3 TH ~ of ..... Each party agree1 that neither party 
hea made any warranty or r9Ptesentet,on regarding the t•• consequences of the 
ttanuct,on contemplated by thi1 AgrNmant and each par,y shell be solely 1Hpona1ble 
end liable for the payment of lheir r11pec1ive federal. state, and /or local tlXH 
incurred as • rnult of the redemption of the Shares. 

3 . REPRESENTATIONS AND WAIIIIAN'IIES 

3 . I Thia to Sherff. The Sh1rehold•r repre11nt1 and warrants that she 
1s the sole. lndMClual beMficlll end record owner of the Shires and that ahe 
po11eues gooCI valid t,t .. to such Shares, hH end clear of any h1n1 , c.la1m1, pa.dge& 
end encumbrance, of any nature whauo.va, . lh• She11ho1d1r funhor repreHnta and 



warrants 1ne hH full and comptat1 unr11tricted pow•r 1nd authority to individually 
u an1fer, convey and 1Urr1nder th• Sha,11 to the Corporation and no approva l or 
con,ont of eny third party 11 required to con1umm1te 1uch tran1f1, . conveyance and 
, urrender . 

3 .2 Rt.,a.tory -'"'o•el. Corporatton r1preHnt1 end w1rr1nt1 that H 
of the Closrng 0111. it &hall have giwn all noticH to and have obtained horn 111 state 
1M fed111l r19ul1torv authoritiff 1ny approval&, conMnta. permits and authoriat ions 
required ,n o,d., to conaunwnete th, tr1n11ctton1 contemplated 1n accordance with 
thi1 Agreement . 

MISClUANl!OUS PIIOYaOIIS 

4 .1 AINndlnent end Modtkation. S1.1btlct to 1pp1tc1b'8 l1w. th11 
Agrwm1nt m1y be amended, m:>dified or auppllmented only by I wrinen 19reement 
signed by th• Sharlh°'d" end a duly authorized offte;., of the Corpor11ion. 

4.2 ........ The enic:I• end Nction htedinga contain.cl 1n this 
Ag,Hffllnt are aolaly for the putpoae of r1f1r1nc1. •• not part of the agreement of 
the perri"H and shall not affect in any way the meaning or int1rp11tation of th11 
AgrHtMnt. 

4 .3 Arm'• Uftllh Neaotirion; fmire AerNfflant. Thi, AgrHmant has 
been negotiated at •ma' lena,h by •nd ~ pan,ea eophiltk::ettd and 
11:nowtedgHble in the mafllr9 dNtt with in 1hia Ag,11m1nt. Thia Agreement embodies 
the 1n11t1 171ement and undarwtanding of the parties hereto in rNpect of the aub,.ct 
maner con1eintd hlr11n. Tl'lefa .,. no r11tnction1, p,o""HI, repraaentations . 
werrentie1 . covenants . or undaneltinga, odwr then thoH e,cpreuly Hl tonh or 
referred to herein. end thie AgrNffllnt aupe,Md11 all other prior agrNft"llnta end 
undlratandinga blltween IN ~ with rHpect to the aubjtcl matter hereof. Th11 
Ag,11m1nt and el the proviliona her9of lhall be binding upon end inure to the benefit 
of the pan11s h1r1to and their fltpeetn,e hli111, edrnin11tret0fs. e,cecu,ors. auccnaofl 
and perm,nod aaatgna . 

4 ., Governing Law. Thi1 Agrfffflln1 ahell t>I gov1tned by the lawa of 
the Stet• of South Oekota. ncludtng itl conflict, of lewe principl11. aa 10 Ill matters. 
including but not limited to , man.re of validi1:y. conat1uc t1on. affect. performence 1nd 
ramadils. 

4 .5 s. .... abllty. The unenforcHbility or inv.udny of env Hction. 
1ubaect1on or p,ov'8ion of 1h11 Ag,Nment lhall not effect the enforceability or valkt1ty 
of .. o f the provlalOO, of thil Agr....-..nt. 



4.6 Waiver. No failure on the pert of ei ther p1nv to e•erc111 , and 110 
ocuay 1n exerc11ing, any nght, power or remedy under th•• Agreemen t shell operate u 
a we1ver thereof. nor ehell any .. ngle or partial eaerc11e of any •uch right , power or 
rel'T\edy by such peny preclude any other or further •••re, .. thereof or the eaerc11e 
o f any right , power or temedy. 

4 . 7 Additiona, AgtNmente; Further Aqurenc., . Subteet to the torm& 
and cona,t,ons here,n p,ovtded, the p1r11es her1to agree to use 1rieir re1p,ec11ve oeST 
effort, to take , or cauH 10 be taken au ec.11ons. and to do, or cauH to bo Cl one, ell 
thmg1 nec1u1ry, proper. or ec:lv111ble under 1pp4,c1ble l1w1 and regul1tton1 to 
consummate and make effecw, the transactions contemplated by tn11 AgrNment . 
In can II any nme ehe, the Clo-.ng any f'u~r K11on ,, tMceua,v or dHirable to 
carry out tne purposes of this AgrHment, the 1nd1vtdual1 who are p1rt1ec 10 this 
Ag,Hment shall take 111 such nece•Hry action. 

IN WITNESS WHEREOF, UII p1rt101 hereto have ••1cu1ed th,1 Agreemen1 
H or the 01te firtt above wrin«i. 

KENNEBEC TELEPMONE COMPANY. INC 

Bv:.;Ro:,d:;-8;;-o:-w-a-,.-,G"•:-n-.:-,al-c-M::-:--an-ag--e,----

DELORES JOHNSTONE. Shareholder 



HHORt: TIIE PUBLIC UTILITIES COMMISSION 
ot· TIIF. STA TE m· so TII DAKOTA 

IN TllE M1\"ITER OF THE S,I LE OF THE 
MAJORITY OF KENNEllEC TELEPHONE 
C0 \1PA NI' . INC. STOCK TO ROD AND 
DO, NAM. BOW,\ R 

PRF.FILED DIRECT TESTIMONY Of 

ROD BOWAR 



Q Please state your name and business address 

A Rod 8 0\\UT. P.O. Bo, 15 . Kennebec .. outh Dal,.01:1 575-lJ. 

Q R) \\ horn :ire you cmplo)ed and \\ h:n 1s )Our position? 

A ! am Plani ~lanager of K nncbcc Telephone Company. Inc. ( .. Kl"C .. ). I \\' Ill become 

Prcs1dcn1 and Gcncr.11 ~-tanager upon the effec11ve dale of a quinng 1hc maJority of KTC 

s1oci.. 

Q. What 1s )Our cduca11onal and professional background? 

A. I gradualed from Lyman 1-hgh School of Presho. South Dakota. m 19 0. I began my 

employmem \\llh KTC 111 May 19 6. \\Orkmg dunng 1hc summer months and pan-umc 

10 during 1hc school ) Car. I have contmuC'd to work for KTC ever smcc that 11mc. ,,hich 

11 £ 1\CS me o,·cr t,\cnty-h,o years of experience m lhc 1elccommunica11ons industry. I ha,·e 

12 tx-1..·n an ins1rumcn1u\ part of KTCs progress. ~·ly rcspons1b1\i1ics have ranged from 

IJ running a spade on :i construc11on crew. rcpatnng buncd cable. rcpamng ccnlrn l office 

IJ equ1pmc-nt. rngmet:rmg. bil ling. pro,•1d111g customer scn•ice. and now numagmg th 

15 plant. I hm c held J management pos111011 for the pa51 fifteen years. I have seen KTC 

16 gro\\ from I 50 telephone subscnbcrs 10 760 and from two cmployt.-cs-Dclorcs 

17 Johnstone and myself- to c1glu rull-t imc employL·es and one pan-111nc employee. 

18 Oclon .. 'S Johnstone and I also fom1cd a partncrslnp. Kennebec CATV Company. \\ h1ch 

19 now h~ I 00 cable 1cle,·1s1on and 650 DirecTV subscribers. Please sec Anachrncnt A for 

20 a more dclmlcd resume. 

21 Q. Wh:11 ts the purpose of your u.-sumony'! 



1\ . To pro\'1dl! the fac tual mfonn:1110n m.'l'dcd by the South Dakota Public 11111,es 

omm1ss1on ("·Conumss1011··). pursuani 10 SOCL .l9-31 -59. 10 cvaluale the rcques1 for 

Conurnssion approv:1110 purchase the m.tJOnty of KTC stock. 

Q. Please dl·scnbe Kennebec Telephone Comp:my. Inc. 

r\ . KTC 1s a fo rnly-owned. mdqx.·ndcnt 1clcphone company scrvmg the rcs1den1s of 

Kcnncbt."C and Presho. South D:1ko1a. Kl'nncbcc and Presho arc situated m the south 

ccrnral part of the sl:iH.·. Kennebec 1s loca1C'd :it ln1ers1.11c 90 and Stale M1ghway 273. and 

Preslio 1s located at Jmcrslatl' 9U and l . . I ilghway 183. KTC serves approx11na1cly 760 

9 access Imes. of" h1ch I 3 arc busmcs Imes and 577 arc residence Imes. KTC h:is 

10 C:\lendcd area SCf'"ICC bt.•h\ccn Kcnncbt.-c and Presho. KTC uses a DMS- 10 sw11cl1. KTC 

11 \\ 111 rclam its eight fu ll -tnnc and one pan-11mc employees. 

12 THE IMPACI Of' l' II ESAI.EON RATES 

13 Q. Will the sale result m a r.11c mcrensc for cu51omers of KTC"? 

1-1 A. No. The sale \\111 not cause r.itcs 10 increase. and no r.t te design change arc 

contemplated. In add,11011. KTC agree not 10 increase rotes or chnngc rJIC design. c,ccpt 

I b m response lo a Comnuss1on Order or to rcncct :i change in la.\: rates on a flow through 

basis. for a pcnod of 18 mon1 hs from the dale of !he closmg. Please sec . .\nachmcnt B 

for the rall'S charged fur busmess and rl'S1dcn11nl Imes. 

19 Q. Wi ll S\\ IIChcd acci:ss rates be affected by 1hc sale? 

20 A. l\!o 

21 T it [ IMPACT or 1'11[ SALE O'.\' SER\' ICES 

22 Q. Whal sen 1ccs "ill be offcrt-d after 1h1s s.ilc 1s appro\'cd'! 



A. All sen ices cum:nll} prO\ 1ded by KTC ,, 111 con11nuc to be a\'a1lnblc after lh(' sale. KTC 

offers m:my SIIHC-of-!11(' art "f\ ICC'S. mcludmg CLA sen ices. Plc3SC sec 

ttuchmcnt 8 for a hsl and d(' pt1on of 1hc .SC."f\ ices offcrcd b} KTC. 

Q Will KTC offer d1S1anc(' lcammg and 1clc-mcd1cmc SC"''1cc ? 

A Yes Ahliough KTC cum·n1ly docs nol pro, 1dc these sc"'·1cc . 11 ph.-dges 10 work w11h 

6 the 1,,0 climes locau:d m our "ICC area (L)man Counl} lfcalth Center m Kcnn<.·b<.· and 

1ank·~ Jones Mcmonul Chm m Presho) .md thc Lyman lnd<.-pcndcnt School 01s1nct 

(h igh school and grade school m Presho and lll!ddlc and grade school m Kenncbc-c) 10 

prO\ 1dc such Sc.."'1"\ ices upon request 

10 Q. Wi ll emergency sen ICC:S be- afT('ctcd by the sale? 

11 1\ . No. We will on11nuc C'(IStmg 911 scn·,cc and ,, 111 work ,, 1th the coun1y ,,hcncver 11s 

12 needs change. Wc \\ 111 prO\ 1dc thc coumy ,, 11h accur:uc data for its dal:lbasc:s. Also. 

13 KTC will contmue co provide the ex1stmg fircb:ir scn •,cc m each exchange. 

14 Q. Docs KTC offer c:<lcnded area SCT\'ICC' ( .. EAS'')'! 

15 A. Yes. KTC offers E.'\ bct,,ecn Kennebec and Presho. which will be unafTccttd by the 

16 sale. 

17 Q. Oo cuslomcrs of KTC hn, e local access to 1hc mtcml'I usmg local call mg'! 

A. Yl'S. und the sail' would 1101 affect 1hat S(..'rv1cc. 

19 Q. What will be 1he 1rea1mcn1 of rates for touch lone service? 

20 A. Tou h tone scn ·1cc is currcn1ly mcl uded m the monthly hnc charge. and we will continue 

21 to do 1h1s. 



FACILITIES 

Q. Please describe the current swnchmg and other fimllt1cs and any add111ons or upgrades 

current!) contcmpla1cd'! 

A. KTC uses 3 hosl Northcm Telecom OMS· IO in Kennebec scn•1ng a remote 111 Presho. 

KTC plans 10 upgrJdc from Release .JO .11 10 Rckasc-' 11 .20 by 1hc end of 1998. This 

upgrade~ 111 allo,, K re 10 bey ar 2000 compliant and " 111 pr0\•1dc 1hc capability to 

support SS7 and ISDN scrnccs. There 1s currently sewn miles of fiber from "rnncbcc 

10 a S WEST mcct-potnl tha1 carries the toll for all of KTC-s exchanges. There 1s also 

sc, cntccn nules of fiber between Presho and a soullu:rly nttt-pomt with Golden Wcs1 

10 that cam 3 s1gn1ficant amount of1rans111ng traffic. KTC 1s m the proccs of installing 

11 mm~ m1ks of fiber 10 connect Kennebec and Prl'Sho. In the local loop. AFC. Pair Gain. 

ll. and F1bcr h3\ c been added and" 111 continue 10 be addl-d annmtlly to meet the ne1..--ds or 

I; cus1omcrs. 

14 CUSTOMER SERVICES A1"0 REPAIRS 

IS Q llow \\ Ill customer scn·1ces und repa irs be prondcd after the sale'! 

16 A. The cUStomcrs should no1 notice any change m ustorncr sen ices and rcp:nrs. F, t . 

KTC"s cx1s1mg crnplo)eCS \\Ill on1111ue 10 oper.m• 001 or1he Kennebec central office. 

IS Second. the employees will remain the same. w11h the c~ccp11on or Delores Johnstone, 

19 \\ho \\Ill rem,:. Third. customers \\Ill con11nuc to be able to mnke St."n' ICl' and bill ing 

20 mqumcs b) c.1llmg a local number. Founh. there ,nll ~ no change m or locauon of 

11 ,, orJ..crs responsible for repairs. 

2l t:CO:O.OMIC OE\'El.0 ME:s-r 

23 Q. \\'hat 11re )'our ,·1c"s on economic de, clopmcnt" 



A J\ strong local economy 1s \Cf)' 1mpor1an110 KTC Consc.-quently. ,,e \\Ill do \\h:u ,, c 

cun 10 suppon local c-cononuc dc,clopmcnL We will pro,·1de stah.'·Of-1hc-an sen ices. 

u!lowmg KTC 10 compete for new businesses and 10 rc1:11n cx1st111g busmessc:s. We ha\'C 

alwit)S pnd<.·d ourscl\'CS on n strong comm1tmen110 our local commumucs. I also belic\'c 

111 purchasing the •ices \\ e nl.·cd locally whcnc,er po c:1blc: 

6 u :-;1VERSAI. SERVICE FUND IMPACT 

Q \\'h.:.11mpai:t. 1f an) . \\Ill the tock sale ha, <' on the m1crs1au• un1 ,crsal scn1cc fund'! 

A Because th1 1s stock sak . 11 ,, 111 han· no 1mp;i:c1. 

9 TAX CONSEQUENCES 

10 Q \\'hat arc 1hc 1u1c tax conscqurnccs of1h1s s1ocl. sale'! 

11 A. None. KT 1s currently an 1ndCpt.-ndcm 1clcphonc ompan) subJttt 10 gross recei pts ta.,; 

12 and n 111 continue to operate as an mdcpcndcnt telephone company after 1he sale In 

I J add111on. c~11mg SC1" ices,, 111 be continued usmg the cx1S1mg rate . Therefore. the gross 

I~ receipts tux revLnu::s to the school d1s1nct arc 1101 expected to change. 

15 MANAGERIAL QU LIFICATIONS 

16 Q. lion u11l th<.· stock S.Jk h311gc the management of KTC. 

A I will become 1hc Prcs1detu and General ~lanagcr of KT(' A pre,1ously Slated. please 

M.'C Anachm<.·nt A for a mon: detailed statemeru of my quah fieat1 ns. 

I'> Fl:"-i ~CIAL IMPACTOFTllt:S tEON OPERATIOSS 

20 Q. Mas a pru fomm been prepared sho,,mg the proJCCt<.-d n:, cnucs and expcnst..-s related 10 

21 the opcr.111011 of KTC after 1he sale.., 

22 A. Yes. A propnct:1ry <.·xh1b11 con1a1mng a pro fonna net 111come s1a1cmcnt. a cash n,.,w 

23 s1a1cmcn1. otnd u balan<.·c sheet ha, c been prcpan:d and fikd along wuh tlus tcs11mony 



Q. How wi ll !111s :icqu1s1t1on be finann.-d'! 

A. The Sellers urc fimmcmg the acqu1sitton by t:1k1ng noll's from thl· Buyers for the full 

:imount of1hc purchase pncc. 

FCC APPROVAL IS NOT REQ IRED 

Q Is F :1ppr0\ul of 1h1s stock sale required? 

A 'o FCC appro\·al 1s only needed for n busmess band radio license. 

COliSISTE!'iC\' Wll'II SDCI. 49-31-60 TIIROUGll 49-JI~ 

Q SOCL J9.Jl·60 through J9-3 1-6 seek to ensure .. ,hal all cititcns ofS0u1h Oako1a realize 

the jJ\·umagcs of the fo rth coming infom111tion age. including economic dc\·elopmcnt. 

10 educational opportunities. a hcightcncJ lc\el of medical cure. and belier more cfficien1 

11 scr\'icl"S from all k•\·cls of go\·emmcm." ls the sale of KTC stock consistent with those 

12 goals? 

13 A Yes. 1-\ s I cxpl:11111 .. -d. KTC has been and will rcma111 commmcd to working wi th the 

1-1 communuy 10 ;,romotc ccononm: dc\'elopment. KTC \\ 111 pro\ ,de the SC1"'\'1Cl'S required 

15 by its customers and 1s 111 1he process of upgrjding to Release -111 .20 to assure that 

16 cap.:1b1h1y. Tlus will allow !he commumt1es served by KTC 10 compete for new 

bu messes and 10 retain existing businesses. I also pk-dge to \\ Ork with the local school 

udnnmsmuor and hcal!l1 orgam,.anons 10 mC'ct :111 of 1heir commumcauons nl-cds. 

19 mcludmg distance learning and 1elc~mcd1cme. 

20 CO~CLUSION 

21 Q. In )Our op1mon. 1s this s1ock purchase m the pubhc: 11ucrcst? 

22 A. Yes. I ha\ e II H-d m} enure hfc 111 Kennebec'. and I ha\ e pcm 1hc las1 twenty•two years 

23 work mg for KTC. In !hat tune. I ha\'c assumed a \\ 1dc range of rcs-pons1b11lues :ind. as u 



fl'Suh. ha, a thorough undcrs1.a1ding of KTC's opera11ons from 1hc ground up. I ho,•c 

spem o, cr fitic<:n of those years 111 u manJgcnJI capacny. I h:1,·e been pan of KTC's 

g!'O\\ th. progrcs . :md success We will on1muc to pro\'1dc 1hc same qual11y Sl·n •iccs I hat 

K IC curn.·1111. pro, tdC!>. and nc,, state-of-an 5Cf'\ ices,, 111 become a,·a1lnblc as customer 

nl'Ns dtclalc. l'n 1cc questions ,, ,II con1muc 10 be handled loca lly. KTC will also bc u 

strong pan1c1pan1 m locul cconom1c dl' \ clopmcnt proJl'CI • distance lcanung. tclc­

meJ1cmc. nnd " hall'\ er other sen 1Cl'S arc net.-dcd 10 nmkc Kennebec and Presho s1rong 

and \'t:.iblc COllllllUOIIICS 

0 Docs d11s conclude )Our 1cs11mony'! 

IO A Yi;.·s 

11 
l l 
13 
1, 

15 
16 

SWOR~ J'O BEFORE M E 1111 
~(fayofJunc. 1998 

NOTARY PLIBLI 
11).'f 11\', \J -( V 

RoJ Bo,, ar 



N.od Bm,ar 
Planl .\lanal;!l' r 

Kt•nn,•lwc Tl'lt·11honl' Compau,·. lnr. 

KOO Do,, :u h:as :i11cnt o, cr 1,, cnt)·t,, o years \\Orkrng fo r Kennelx'C' Telephone Company. 
Inc. r·KTC"') lk s1anOO ,, uh K"I J unng lugh school. " hen he ,, as one or1" 0 
cmployl·cs. :md has con1i nucd ,, ith 1hc com11any 10 1he present time. Mc h:,s assunu:d a 
"1dc.· H&rirty of rcsponsibillt 1l-S "lulc at KTC. but has pen! 1hc p:ist fifteen )CJ.rs in a 
m:magmal capacil) . !fr pn:sc111ly scr.cs as Plant Manugcror KTC. He has sccn KTC 
gm" from 1,, o l'mployl'CS to cis l11 foll-liml' aud thn:c pan-time cmployl"CS. He has Sc."i.'n 
K re gro" fro n1 150sub nbcrs 10 760 subscnbcrs. lie has bl-en ,,1th KT from 11s 
bt.·gmmng.s :mJ u11J,:rs1ands the necJs of the co11111J.ny and thC" customers ii scr.c.'S 

Rod Bo,, ar " as a member or the E~prcss c ..,mmuni1.·u1ions board for one year. I le ,, as 
Pres1dl0nt ofC•P Cdlul3r for fo e ~cars I-le is um:ntly a member of the ICAA 
11cgotrnt 111£ tc:un. "htch " as 111s1nm11:nrnl 111 thc . . West purch:isc. In addition. he 1s 
the l1res1dent of the South Dal..ota Telephone 1\ ssoriation. I-le ma1111ains the IL·chnical. 
managm al. and profcssion::tl cxpcr11sc n.-quircd ''" pro\'tdc- co1111nucJ and impro,1.-d 
sen ice to KTC cus1omcrs. 

IIIJ:hli~hl.s Ourln!;! KTC t:mplo}m<'nl 

19 0 Elun inatcd thc last of1 hc o,·crheaJ and pany lines Pcrfonm .. -d 
c.,tcnsi ,c upgr.1.d1.· on the centra l ollicc and the outside plant. 

19S2 Built lhc cable 1cl1.·,·ision S)'S11.·m 111 Kcnncbcc. South Dako1a by 
fonning a partnership. Kcnnc-b1.'C CATV Company. " ilh Delores 
Johnslonc. 

I 9S3-Prescnt Armually replace us much air core cable- as 1hc budgl'I allO\\ :, for 
pre, entati, c mainlcna.ncc 

19 9 13u1 lt fibcr op11c toll foc1l111cs out or Kennebec to a mcct-po1 111 \\llh 
West to hJul KTC's O\\ n toll. 

19'>0 ln::iullcd K IC's firs1 J1g11al swurh 

l ')<JO.prcsc.-n1 l 0pgr"'kd KTC' S\\1tch on 1hrc.'l" J 1ffen:n1 occasions smcc us 
111s1allJ11on. and another upgrade 1,;; 1,cnJmg. 

1996 Purchasro the Prc-sho c,change 1111he .. West le and ins1alkd 
a rcmo1c S\\ llch in Presho. 

19? 13 gJn Jn e,11.•nsi, c upgr.idc of th1.· outside plant a1 Presho. 



199 Pro\'idc local calling bct\\l'Cfl KcnnelK.'C' and Presho. lnslalling 
fiber between Kennebec und Presho. 

Ci,•kArlh>lli~ 

Kennet><.~ Fire Dl·panment. Assist:uu Chief 
Medicine Creek Lions in Presho, Vice·Prcsidcm 
Kennebec Town and Country Club, Member 

= Kcnm::bc.~ Town Board. Board Mcmb<.1' 
I M1chacrs CatOOhc Churth. Board Mc..-mbcr 

1~)11 



Keng:f~~e!eJ~h~~~~n;~- Mg;nc . 
P .O. Box lS8 

Kennebec, s.:>. S754~ 
PRESHO - (605 ) 8!,S - 9651 KENNEBEC - (605 1869-222 0 

3 / 1 / 98 

Dea:- cuscome:-, 

For years. we have st.r i ved :o keep your loca phone : aces 
l o,.,. But. , chere comes a cime :ha: a rate increase is necessa ::-y 
t.o contlnue t.o provide the higl-. quality of se:-vice ou::-

~~=~o::=~a!~P~~~ abi! l~s~e!at~p l~~~~a~he::s m~e~~8 ~ i:~; =~~~e 
as installation of a digital swit.d: (w1ch ~ upg:-ades ) , 
inscallat. i o :r. of fibe:- optic cabl e, class features, Tl service , 
56 K. e tc . . 

There!ore . str:-ting Apri l l. 1998 the rates "''ill be as 
follo .... s : 

susiness llne - 525 . 00 per month ( a business line 

g~;i~:;s ·~r a~~v;~~r;e~h=~ ;~c~)ed 

Pe Sldence line • $16 . 00 per r.-,onth. 

is 
! o :-

Low-income individua s e igible for Li f eline and Link- Up 

~±!~~~~~= ;~~~s~~~~= b!~r~ai~c;!}'s~~i~!g~~!~g;~r th: ough 
st.ate specified telephone assista nce p lans . 

STARTL~G APRI L l , 1998 

YOO WILL BE ABLE TO CA.LL TOLL FREE BETWEEN PRESHO A?O 
XENNEBEC . 

YOU WI LL DIAL 869-XXXX TO REACH ltENNEBEC OR 895-XXXX TO 
REACH PRESHO . 

IT WILL BE CONSIDERED A LOCAL CALL. 

TOUCH •TONE SERVICE WILL BE PROVIDED AS A PART OP THE 
LOCAL SERVICE RATE 

We !eel this is a very stro ng comoitment to bod~ co~ unities 
to bn:i.s them close:- togethe :- and to help them su:vive in the 
!ut1.:re. 

We also ._.ou d l 1ke co emphasi::e that. we also have telephone 
leases available 1f you wou ld like co lease a telephone in 
wh:.ch case we a:-e :-esponsible fo'!'" all the maintenance on the 
phone. :..'e also se l all sha::,es and sizes of good quality 
phones eo elease give us a chance. We wa.nt to be your 
CO(t."l\U!'lica::.ons provide:- . I! yc:J have any ques ~10:i.s please g1ve 
us • call at. the above numbe:- . 

Kennebec Telephone Co., Inc . 

Delo:es Johnstone , Manager 
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Juty 15, 1998 

MchaelJllradley 
Moss & Barnett, p A. 
A Professional Assodaton 
4800 Na<west Center 
90 S Seventh Street 
Minneapolis, Minnesota 55402 

Dear Mt. Bradley· 

Folovmg are quesbons of Convniss,on Staff regarding the r111ng fof approval of sale of stock of 
Kennebec Telephone Company 

1 Has Kennebec: T t*phone Company received any requests for extended area seMCe noc l'IOW 

prOYlded, since the purchase of the PreSho e•Change? If so. prtMde the areas requested to be 
served and the number of requests reoetYed for each area 

2. 1-. Kennebec Telephone Company in compliance with SOCL 49-31-62 through 65 and does 
Kennebec Telephone company expect to be., compliance With the associated upcoming deadlines 
,n thOse statutes? Have the necessary upgrades and investments been Included in the financial 
infoonation provided ,n the filing to date? 

3 What are the current switehod access rates of Kennebec Telephone Company? 

• PrOYlde a list of all telecooVnuncabOl'ls services currently offered by Kennebec Telephone 
Company aod tnew cooespond1ng rates PrOY1de a list of those serv!CI?$ lo be added upon 
complellOn of the 411 20 upgrade and the expected pnee ol those 5el'VICI?$ 

5 Does Kenneoec Teiephoni! Company offer 911 or E911 servce? 

6 W\at IS Kennebec's ETC status and WIii i! be affected by the sale? 

P'8ase have answers to the above questions .ibmltted to the CommisSIOn no tater than July 31 , 
1998 tt you have .a."'ly auestJOns regarchng the above, p6ease contact me at the CommtsSIOn 

cc Karen Cremer 
Oelofes Jonnstone 
Rod Bowat 
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ECEIVE 

Sowth ot.J Pubhc l!uht,cs ommiss1on UL • I 
w.tc of uth D.tkota 

500 Eas1 Cap11ol 
Pierre. D i50 1 

.ourH D.Al<OTA ~u"~· 
JTILITIES CO"- 1rr.•.- ~. 

,.. In the.• Munerof thc ale of the ~l aJont) of Kennebec Telephone Comp3fl), Inc. 
Stock to Rod and Donna Bowar 
Dockc1 'Zo. TC9 -11.J 

Dear \ Ir. Jacob!>On 

EncloSl-d please rind the Responses 10 lnfonnauon Rcqu 1 dau.-d Jul) 15, 199 • " h1ch 
ha, c bl-en pro, 1dcd under oath 

MJBJJh 
Enclosure 

\10 & B R,,ETI 
A Profi ion.al A55oe1a11on 

~hchxl J Bradk) 



RESl'O:O.SES TO l ~.-0 1<.\IATIO:O. REQ UESTS 

Has Kennebec Telephone: Compan) r«~t,t'd 311) requests for cxh .. "Oded 
arc3 scrncc not no" prondcd. since the purchase of the Presho c'Cclungc? 
If so. pro\'id the are:is requested to be SCT'\cd and the number of requests 
n.'C'ci, cd for cx.h arc:i. 

Thcrc hJ.\ c bcl"fl no such requests. 

Is Kennebec T dcphonc Company m compliance with SDCL J9-31-62 
through 65 and docs Kennebec Telephone Company cxpt.-ct lo be in 
compliance ,,ith the 3.SSOCiaicd upcoming deadlines in those s1a1u1cs? 
11:m: the nccc:ss:ary upgrades and m,·cstml-nts bct.."fl included in the 
financial infonmuion pro,-idcd in the fil ing to date. 

The planned upgr.tdc to ,U 1.20 in No\'C.:mbcr 1998 wi ll pro,•idc Kennebec Telephone 
Company ,, i1h the ability to satisfy 1hcsc s1mu1ory requirements. cc also the response to 
ques1ion -4. 

) . Whal arc the cum:nl s,, i1clu."d access roles of Kennebec Tch.-phonc 
Company'.' 

Kennebec 
Presho 

Origi na1ing - .07~3 Tcnninaling - .OS28 
Originating • . 07 Tcnninu1ing - .07 

~. Provide a list of 1111 1clccommunic:11ions scrvii.:,·s currcn1ly ofTcn-d by 
K(.'flnebec Telephone Company :md their corresponding ralcs. Pro\•idc a 
!isl of !hose scrvic"-s 10 be addL-d upon completion of the 411.20 up gr.Ide 
Jnd the expected price of those scr\'iccs. 

Allached hcn:10 1s a listing of all telecommunications scn•iccs currcnlly offorcd by 
Kennebec: Telephone omp:my and !heir eorrcs1>ondi ng rates. This infonnation was a11.11ched to 
the Prcfilcd Tcstimo·1y of Rod Bowar. Only 1wo nc" scn•iccs will bc: a\•ailablc as a rcsuh oflhc 
upsrJdc. One of 1hosc scn·iccs is ISDN. The price fo r ISDN will largely be dependent on 



CUSUlfr'crdanmd for th, scn 1ci:. "'h1ch I current!) u wn. Thcothcr nc\l> sen.ice 1s !I nC\, 
L.· ofTcnng :allo"'sn' C".211 numbcrdch,Cf) on :all v.-a111 ng. It "'111 be pnccd the same as 

other CI..A ofTcnni;s 

\"ha!, Kcnncb« 's ETC suuus IUld "''II n be aiT«1ed b) the SJ1c? 

Krnndx<' Trlcphonc ompany hns apphN for and rcrc1w:d Soulh Dakota Pubh 
l,uh11 om,mSSMltl :appro, 21 for ETC SO"\ 1cc. BcaUSc the SJ.le 11 3 stock tr.msaction. there 1s 
no change tn thC' le-~ und1n • of Kmncb« 1ckphom: Compan), nor will 1hc Kennebec 
Telephone ornp;tn) rcduc the scope ofth scn.iCC'S 11 currently pro\'ides. Therefore. lhc 
c.,1stmg E1C swus fo, )...cnncbcc Telephone omp:i.ny ,\ ill n:main 111 cfTccl. 

\'ERIFIC,\ T ION 

Rod Bow;u, bc:ang first dul) \\ Om. ,·critics th:11. to the bcsl of his knowledge. the abo\'C 

mfom,Jl1on 1s lfUC' a.nd correct 

SWORN TO BEFORE M E tlus 
- 3 day of . 19') 

'.),,,,,.Q, C9,,a::i:;;-.,.= 
NOTARY PUBLI 

My Commi.ss1on .Expiroe Ck.-t. 19, 200& 

19'1111 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE SALE OF THE 
MAJORITY OF KENNEBEC TELEPHONE 
COMPANY, INC. STOCK TO ROD AND DONNA 
BOWAR 

FINAL DECISION AND 
ORDER APPROVING SALE 

OF STOCK; NOTICE OF 
ENTRY OF ORDER 

TC98-114 

On June 9. 1998, the current stockholders of Kennebec Telephone Company, Inc 
(KTC) and Rou and Donna Bowar (Bowars), jointly apphed to the South Dakota Pubhc 
Ut1hues Comm1ss1on (Comm1sst0n) for approval of the sale of the maionty of KTC stock to 
Bowars The JOint apphcauon stated, "As pan of the overall 1ransact1on, KTC would 
redeem cena,n shares of 1he stock of the principal shareholder, Delores Johnstone KTC 
wou'd oontmue 10 operate and provide local telephone service under us existing Certificate 
of Authority after the slock sale .. The KTC consists of the Kennebec and Presho 
exchanges 

On June 11 , 1998, the Comm1ss1on electrorncaUy transmitted notice of the filing and 
the 1ntervent1on deadhne of June 26, 1998, to interested ind1v1dua1s and entities No 
pet1llons to intervene or comments were filed. 

A heanng was held on August 18, 1998, at 2:00 p.m , at the Kennebec Community 
Room Kennebec, South Dakota The issue at the hearing was whether the sale of the 
maJonty of KTC's stock to the Bowars should be approved After hearing the testimony 
presented at the h6anng, the Commission voted unanimously to approve the sale of the 
maJOnty of KTC's stock to the Bowars 

The Comm1ss1on having reviewed the evidence of record and being fully informed 
1n the matter makes the following Findings of Fact and Conclusions of l aw: 

FINDINGS OF FACT 

KTC 1s an 1ndependen1 telephone company located in Kennebec, South Dakota 
and S8f\les the Kennebec and Presho exchanges which have approximately 760 access 
lines Exhibit 2 at 2 

Rod Bowar will beconle the President and General Manager upon the effective date 
of acquinng the maJOrtty of KTC stock J.d at 1 He has 22 years of experience working 
at KTC Jg 

Ill 

Ounng the hearing m Kennebec. there was no pubhc oppos111on to the sa te of the 
stock 



ADEQUACY OF LOCAL TEI EPHONE SERVICE 

IV 

The Bowars will honor all existing contracts, commitments. leases. and other 
a:rangements and will not ehm1nate any services currently provided by KTC Tr. at 10, 15 

V 

The Bowars will retain all of KTC's employees, except for Delores Johnstone who 
1s ret1nng Tr a? 12 Customers will continue to be able to make trouble repans and ask 
service ques11ons by calling a local telephone number. Tr at 13 

at 9. 

REASONABLENESS OF RATES 

VI 

The Bowars have no plans to increase the existing rates for at least 16 months Tr 

PUBUC SAFEJY ISSUES 

VII 

KTC will continue to provide 911 service 1n the Kennebec and Presho exchanges. 
Tr. al 12 

ABILITY OF THE BUYER TO PROVIDE SERVICE 

VIII 

Tlle Bowars are fit, w1lhng, and able to purchase and thereafter operate, maintain, 
and upgrade to lhe level requ ired by the Commission the facil ities of the Kennebec and 
Presho exchanges. Tr at 7 • 16 

IX 

The Bowars have the ab1hty 10 obtain capital and the incentive to invest in the 
Kennebec and Presho exchanges Exh1b1t 1. The BoNars will upgrade the current OMS 
10 switch to provide ISDN and SS7 capab111l1es Tr. at 11. 

X 

The Bowars wi ll support local economic development efforts and will work with the 
schools and chmcs to meet their telecommumcauons needs. Tr at 14-15 



PROTECTJON OF THE pueuc INTEREST 

XI 

The Bowars' purchase of the Kennebec and Presho exchanges 1s 1n the pubhc 
,nterest of the customers wtth1n the exchanges for the following reasons: 

a Ouahty local service will be maintained, 

o The customers of the exchanges w,11 continue to receive customer 
service through the same business office, 

Ra:es will not increase for at least 18 months as a result of the sate 

d Emergency servtees wdl ex>nt1nue 10 be provided to the exchanges at 
lhe level amently provided, and 

e Customers 1n the exchanges will be able to obtain additional, 
advanced telecommun1cat1ons set'\' ces 

Tr at 7.16 

XII 

There will be no changes m the taxes patd as a result of the sa le of lhe slock. Tr. 
a113 

CONDITIONS OF SALE 

The Comm1ss1on shall approve the proposed sale of the stock of the KTC subJect 
to the following conditions 

That current local rates not be increased for 18 months from the date 
the Bowars begin to operate the purchased exchanges, 

2 That the Bowars shall not recover any o' acqu1s1t1on adJustment 
ttvough regulated interstate or intrastate rates, through local rates, or 
ttvough federal or state universal service funds. 

3 That the 80Yt'ars shall honor all ex1st1ng contracts, commitments. 
leases, hcenses, and other agreements ch relate to. anse from, or 
are used for the operat ion of the purchased exchanges. 

That the Bowars offer, at a minimum. all ex1st1ng services currently 
offered by the purchased exchanges and 



5 That the Bowars not discontinue any eX1st1ng extended area service 
without first obtaining approval from the Comm,ss1on 

CONCLUSIONS OF LAW 

The Commission has junsd1d1on over the sa le of s1ock of KTC 10 the Bowars 
pursuant to SDCL Chapters 1·26 and 49-31 . spec,fically 1·26-17 1. 49-31 ·3, 49-31·5. 1, 
49-31-7, 49-31-7 1, 49.31.11 . 49-31-18, 49-31-19, and 49-31-59 

The hearing held by lhe Comm1ss1on relative 10 this mauer was an ev1dentiary 
hearing pursuant to SDCL Chapter 1-26 

Ill 

The Commission has considered, among other things, the requirements of SDCL 
49-31 -59 1n regard to the proposed sale of stock. and protection of the pubhc interest 
pursuant to SDCL 49-31-7 The Commission finds that 11 1s 1n the publtc interest to 
apsxove the sale of stock because the sale will enable the customers 1n the Kennebec and 
Presho exchanges to receive high quality service 

IV 

The Bowars have sa11sfied their burden of proof under SDCL Chapter 49-31 , 
specifically 49-31-3, 49-31-5.1, 49-31 -7, 49-31-7 1, 49-31-11 , 49·31 -18, 49-31-19, and 49· 
31 -59 for opproval of the sale of stock of KTC to the Bowars 

V 

Tne Commission has considered the adequacy of local telephone service in 
reviewing this sale of stock of KTC. The Bov.'ars are required to provide all services 
currently offered In add1t1on. the Bowars must honor ex1st1ng contrads and other 
agreements 

VI 

The Commission has also considered the reasonableness of local rates. The 
Comm1ss1on f inds that rates for the customers 1n the KTC exchange will remain at the 
same levels and there will be no increase in rales for at least 18 months Further, the 
Bowars are prevented from recovenng any of the acqu1s1t1on adJustment through local 
rates. 



VII 

Any ex1st1ng pubhc safety services currently provided will con11nue 

VIII 

The Comrmsst0n has determined that there will be no change 1n the amount of taxes 
paid as a result of the sale of stock 

IX 

The COO"THSSK>l'l has determined that the Bowars have the ablhty to provide modern 
state-of-the-art telecommunicallons services that will fac1litale economic development, 
telemed1c1ne. and distance leamu,g 1n rural South Dakota after the sale. 

X 

The Commission approves the sale of stock of KTC to the Bowars. 

Pursuant 10 SDCL Chapter 1-26, the Comm1ssron hereby enters 11s final decision 
,n this docket It 1s therefore 

ORDERED that the sale of stock of KTC to the Bowars 1s approved subJect to the 
Cond1t1ons of Sale 

PLEASE TAJSE NOTICE that this Deas1on and Order 1n Oocket TC98-114 was duly 
entered this~·- of Seplember, 1998, and filed 1n !he Comm1ss1on's docket 

Dated at Pierre, South Oakota, th IS / t:l o!, day of September, 1998. 

CUnflCAf(OfSffMCE 

n.t""*"'9"'0'*.o,'~INlhl 
OOCl.rllr'Cl'ftONrl_....,~uponall*'l.ad 
,-.:1 1'1 ... ~ n lllllal on ... oac:t,111_._ 

Wol. Dr tacwfloleooot!nl~!nlll..,P'OOII\' 
.,.,,......,~ ...,,d'lllgnp>IC*d"*-

... fkdv,1tci!tJ'//k 
- -~'0+-!~1~~,/~,;,,;,~- ~;]~1'y\.J 

~,£11/ SKASE~missioner 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

RECEIVED 

OCT , n 1998 

>OUTH DAKOTA PUBU 
UTILITl f S COMMISSION 

IN THE MATIER OF THE SALE OF THE 
MAJORITY OF KENNEBEC TELEPHONE 
COMPANY. INC. STOCK TO 
ROO AND DONNA BOWA R 

TC98-114 

VERIFICATION OF CLOSING 

The South Dakota Pubhc Utiht1es Comm1ss1on issued an Order Approving Sale 

o f Stock. dated September 1 0, 1998, granting Rod and Donna Bowar authority to 

purchase tho ma1or1ty of the stock of tho Kennebec Telephone Company, Inc. 

On September 30, 1998, the sale of stock of Kennebec Telephone Company, 

Inc. to Rod and Donna Bowar was completed. 

Rod Bowar hereby verifies that the information contained in this document is 

tr'ue and corr ec t to the best of hlS know ledge. 

Subscribed and sworn before me this 
.:?b!day of~ . 1998 

\ \ • CPI 



($01fir;U(' o[Sroice 

I hereby ccn1fy 1h!11 an origin:i l :ind eleven copies of the Vcnfication o r Closing \\Ctc 
~ .. nt "ia Federal Express on th!! 29th day or October, 1998. to the fo llowing; 

W1lh.1111 Bullanl 
Fxrc1111n· D1rertor 
ou1h Dako1a Pubhc Utili11cs Comm1ss1on 

Stale ofS0u1h l);il,.01a 
500 l:ast Capitol 
Yierrc. South Dakota 57501 

and a true and com.-ct copy sent by Federal fa press to the folio\, mg. 

Rol:1\'11c Wiest 
Sou1i1 0:1ko1a Pubhc Ut1ht1c Conmussion 

fit,~~~:3c~1:l1~7 
P1cm·. South l)al..01a 57501 

and a tnie anJ com-ct copy by Unuc,1 Stales mail. postage pn:p:ud 1hcn.'011. to the persons on 
thc .11tach,.:d list. 



Rod 130\\ar 
K,:nncbcc Telephone Company 
P0Box l5S 
Kt:nncb«. SD 575 -1-1 

~ IC\ Cll \I ~!:tun 
8 :urJ l-lohn, ~kEochcn 
Pcdc~n. 1 lamann & tmshc1m 
ISOO Woodmen ... O\\l"r 

Omah:t. NE 6S I02 
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