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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA ¢

I
IN THE MATTER OF THE SALE OF THE TC98=" &
MAJORITY OF KENNEBEC TELEPHONE
COMPANY, INC. STOCK TO ROD
AND DONNA BOWAR
REQUEST FOR CONFIDENTIAL TREATMENT OF INFORMATION

Pursuant to ARSD 20:10:01:41, Rod and Donna Bowar, through their undersigned

mey, Michael J. Bradley, request that the documents enclosed in a sealed envelope and

appropniately marked, be afforded confidential treatment as provided for in ARSD

30 10.01:40 and 40:10.01:42 through 44. In support of this request, Rod and Donna Bowar

The first set of documients in the attached scaled envelope consists of the
following from the Stock Purchase Agreement between Rod and Donna Bowar and the
stockholders of Kennebec Telephone Company, Inc.: page | of the Agreement;
ge | of Exhibit B-1; page 1 of Exhibit B-2; page 1 of Exhibit B-3; and page | of
Exhibit B-3. These pages contain the agreed upon purchase price for certain shares of the
stock of Kennebec Telephone Company, Inc
2 The second document in the attached sealed envelope is page 1 from the Stock
Redemption ent between Kennebee Telephone Company, Inc. and Delores
Johnstone. This page contains the redemption price paid by the Telephone Company for the
majonity of Kennebec Telephone Company, Inc. stock

3 I'he third document in the attached sealed envelope 1s a pro forma Balance

Sheet for the years 1997 to 2001 for Kennebee Telephone Company, Inc




4 The fourth document in the attached scaled envelope 1s a pro forma Forecasted
Statement of Cash Flows for the years 1997 to 2001 for Kennebee Telephone Company, Inc

The fifth document in the attached sealed envelope is a histonical Statement of

Operations (a Net Income Statement) for the years 1993 to 1997 and a forecasted Statement

of Operations (a Net Incorne Statement) for the years 1998 to 2001 for Kennebee Telephone
ny, Inc
6. The name, address and telephone number of the person to be contacted
regarding this request 1s
Michael J. Bradley
MOSS & BARNETT
A Professional Association
4800 Norwest Center
90 South Seventh Street
Minneapolis, Minnesota 55402
Telephone: 612-347-0337
A trade secret is broadly defined in SDCL § 37-29-1(4) as informatio
denves economic value from not being generally known to persons who can obtain economic
value from its disclosure
he length of tme for which confidentiality 1s being requested for the pa
containing the agreed on purchase price for the stock ani! for the redemption pric
majority of the stock is ten years
9. If the purchase or redemption price becomes public, possible future buyers
would gam important knowledge regarding Rod and Donna Bowar's estimate of the value of
the Company. Morcover, a known prior purchase price for one company may be treated by
sellers as a floor price, which could escalate prices for future acquisitions. Such

consequences meet the broad defimition of trade secret found in SDCL § 37-29-1(4). The




South Dakota Public Utilities Commussion (“Commussion”) has adopted ARSD 20:10:01:39,
which mandates confidential treatment for trade secrets. Such treatment is warranted here.

10. Pursuant to ARSD 20:10:01:39, the Comnussion may treat information as
confidential. The purchase price was treated as confidential in each of the dockets

orizing the sale of US WEST Communications, Inc. exchanges. See ¢.g., Docket

TC94-122 and Docket TC96-125, le of the Kadoka Telephone Company stock, Docket
TC96-167, and in the sale of the Jefferson Telephone Company stock, Docket TC97-159
Commission Rule, ARSD 20:10:01:43, requires confidential treatment of information when
such information has been treated as confidential in a prior ruling

1 The public interest 1s not harmed by granting confidential treatment because
the purchase price has no effect on the rates charged. The Commission prevents a company
from charging rates based on the acquisition price. See Decision and Order Regarding the
Sale of the Clearfield Exchange. dated October 24, 1996, Docket TC96-125. Rod and Donna
Bowar agree to be bound by this requirement, and therefore the purchase price is not
important to the public

12 Telephone companies have generally treated the purchase and redemption
price of telephone companies, whether an asset transfer or a stock acquisition, as
confidential, taking efforts to prevent disclosure. Rod and Donna Bowar have taken this
precaution because the information could adversely affect the purchase price of future sales

and acquisitions by them. Finally, the purchase price paid for the stock of Kennebec

Telephone Company, Inc. is not a matter of public interest; it is strictly confidential and

private information




13 The length of time for which confidentiality is being requested for the pro forma
Balance Sheet, pro forma Forecasted Statement of Cash Flows, historical Net Income
Statement and forecasted Net Income Statement is five years

14 Telephone companies have always treated the type of information contained on
the pro forma Balance Shect, Statement of Cash Flows and Net Income Statements as
confidential, taking efforts to prevent its disclosure. They have taken this precaution because the
information includes the company s revenues by class of service, expenses and net income. This
information would have cconomic value to potential competitors. The information contained in
the pro formas is not a matter of public interest; it is strictly confidential and private information.

15 Accordingly. Rod and Donna Bowar request that confidential protection be
afforded to the attached documents.

Dated: June . 1998

Respectfully submitted,

By

Michael J. Bradley

MOSS & BARNETT

A Professional Association
4800 Norwest Center

90 South Seventh
Minncapolis, MN

Telephone: 612-347-0337

Attorneys on Behalf of Rod
and Donna Bowar




Ceruficate of Service

I hereby certify that an original and cleven copies of the Joint Application, the Prefiled
Direct Testimony of Rod Bowar and the Request for Confids | Treatment of Inf
were sent via Federal Express on the Sth day of June, 1998, to the following

William Bullard

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capitol

Pierre, South Dakota 575

and a true and correct copy sent by Federal Express to the following

Rolayne Wiest

South Dakota Public Utilities Commission
Capitol Buildi

500 East Capitol

Pierre, South Dakota 57501

and a true and correct copy by Federal Express to the persons on the attached list




Rod Bowar

Kennebee Telephone Company
P OBox 158

Kennebee, SD 57544

Delores Johnstone

Kennebee Tlephone Company
P O Box 158
Kennebee, SD 57544

en M. Maun
Baird, Holm, McEacher
Pedersen, Hamann & Strasheim
1500 Woodmen Tower
Omaha, NE 68102
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i Dl £t TELECOMMUNICATIONS SERVICE FILINGS i
State Capirol 500 E. Capitol These are the telecommunications service flings that the Commission has received for the period of: |
’[',';‘ff,‘j;"‘,‘“_j‘."i"‘ 0 06/05/98 through 06/11/98 “

Fax: (605) 773-3809 1f you need a complete copy of a filing faxed, overnight expressed, or mailed 10 you, please contact Delaine Kolbo within five days of this filing I

CKET § TERVE
NoMBER ! TITLE/STAFFISYNOPSIS | 5 | "oeome

NEGOTIATED INTERECONNECTION AGREEMENT FILED

U S WEST Communications filed for approval by the Commission the negotiated Interconnection Agrreement Between
U S WEST Communications, inc. and Dakota Services, Lid  Any person wishing to comment on the parties’ request for
approval may do so by filing writtlen comments with the Commission and the parties to the agreement no later than July
1. 1998 Parties to the agreement may file written responses to the comments no later than July 22 1998

REQUEST FOR CERTIFICATE OF AUTHORITY

Application by Big Planet, Inc_for a Certificate of Authority to operate as a telecommunications company within the state ‘t

TC98-113 | of South Dakota. (Staff HB/CH) “Appiicant proposes to offer 1+, 0+, 800, travel card, and prepaid card service as we!
as directory assistance to both business and residential users * |
SALE OF KENNEBEC TELEPHONE COMPANY, INC. STOCK 2Ee

|
|
I

|
TC98-112 | o688

The cutrent stockholders of Kennebec Telephone Company. Inc (KTC) and Rod and Donna Bowar jointly apply 1o the
Commission for approval of the sale of the majority of KTC stock to Rod and Donna Bowar (Staff DJ/KC) A

the overall transaction, KTC would redeem certain shares of the stock of the g ckholder. Delores Jc 060998
KTC would continue 1o operate and provide local telephone service under fts exsting Certificate of Author
stock sale By i Tmdi P 1 !

You may receive this listing and other PUC publiications via our website or via internet e-mail. You may subscribe to the PUC mailing list at
http:/iwww.state.sd. htm
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE SALE OF THE ) ORDER FOR AND NOTICE
MAJORITY OF KENNEBEC TELEPHONE ) OF HEARING
COMPANY, INC. STOCK TO ROD AND DONNA )
BOWAR ) TC98-114

On June 9, 1998, the current stockholders of Kennebec Telephone Company, Inc
(KTC) and Rod and Donna Bowar (Bowars), jointly applied to the South Dakota Public
Utilives Commussion (Commission) for approval of the sale of the majority of KTC stock to
Bowars The joint application stated, "As part of the overall transaction, KTC would
redeem certain shares of the stock of the principa' shareholder, Delores Johnstone. KTC
would continue to operate and provide local telephone service under its existing Certificate
of Authority after the stock sale” The KTC consists of the Kennebec and Presho
exchanges

On June 11, 1998, the Commission electronically transmitted notice of the filing and
the intervention deadline of June 26, 1998, to interested individuals and entities. No
petitions to intervene or comments were filed

The Commussion has junisdiction in this matter pursuant to SDCL 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, 49-31-31
49-31-7 49-31-7.1, 49-31-10, 49-31-11, and 49-31-59. The Commission may rely upon
any or all of these or other laws of this state in making its determination

A hearing shall be held on Tuesday, August 18, 1998, at 200 pm , at the Kennebec
Community Room, Kennebec, South Dakota. The issue at the hearing is whether the sale
of the majority of KTC's stock to Bowars should be approved

The public is invited to participate by testifying at the hearing. All persons so
testifying will be subject to cross-examination by the parties. The order of the proceeding
will be in the following sequence: (1) KTC; (2) Bowars. (3) Staff, and (4) the public in
general

The hearing is an adversary proceeding conducted pursuant to SDCL Chapter 1-26
All parties have the right to attend and represent themselves or be represented by an
attorney. However, such rights and other due process rights shall be forfeited if not
exercised at the hearing. If you or your representative fail to appear at the time and place
set for the hearing, the Final Decision will be based solely on testimony and evidence
provided, if any, cunng the hearing or a Final Decision may be issued by default pursuant
to SDCL 1-26-20

The Commission, after examining the evidence and hearing testimony presented
by the parties, shall make Findings of Fact, Conclusions of Law, and a Final Decision. As
aresult of the hearing the Commission may either approve or reject the proposed sale of




the Kennebec Telephone Company. The Final Decision made by the Commission may be
appealed by the parties to the Circuit Court and the South Dakota Supreme Court as
provided by law. It is therefore

ORDERED that a hearing shall be held on the joint application for approval of the
sale of the majority of stock of KTC to Bowars at the time and place specified above.

Pursuant to the Americans with Disabilities Act, this hearing is being held in a
physically accessible location Please contact the Public Utilities Commission at 1-800-
332-1782 at least 48 hours prior to the hearing if you have special needs so arrangements
can be made to accommodate you

Dated at Pierre, South Dakota, this __7__ day of August, 1998

CERTIFICATE OF SERVICE

The undersigned heredy certfies that tres BY ORDER OF THE COMMISSION
document has been server fodey upon a1 partes of
s prygpsne psekmatarpe frspoople el Commissioners Burg, Nelson and
Ust. by facemie or by frst class mad in properly Schoenfelder
i ressed enwopes. it carges prepad thereon

S, /10 72;

LLIAM BULLARD, JR
Executive Director
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EXHIBIT DOCUMENT

TC98-114

;‘ Date

1

| Exhibit

Numb
er

Document
Description

Witness

Admitted

‘ 6/9/98

| ermrs8

1

Joint Application

2

Prefiled Direct
Testimony

Rod Bowar




MOSS & BARNETT

Junc 9. 1998

William Bullard

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capitol

Pierre, South Dakota 57501

Re In the Matter of the Sale of the Majonty of Kennebec Telephone Company, Inc.
Stock to Rod and Donna M. Bowar

Dear Mr. Bullard

vlcase find an original and eleven copies of the following documents: 1) the

JIf of Kennebee Telephone Company, Inc. and Rod and Do
stimony of Rod Bowar in support of the Joint Application; and
T'reatment of Information filed on behalf of Rod and Donna

Enclosed
Joint Applica e
Bowar, 2) the Prefiled Dire
3) the Request for ( ider
Bowar in the above-entitled Docket. Also enclosed is a Certificate of Service
Very truly yours,

MOSS & BARNE T

A Professiona! \ssociation

Michacl J. Bradiey

MJB jjh
Enclosures

cc: Al parties of record
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BEFORE THE PUBLIC UTILITIES COMMISSIONs
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE SALE OF THE 1C98-
MAJORITY OF KENNEBEC TELEPHONE
COMPANY, INC. STOCK TO ROD JOINT APPLICATION

AND DONNA BOWAR

Pursuant to SDCL & 49-31-59, the cu stockholders of Kennebec Telephone
Company, Inc. (“KTC”) and Rod and Donna Bowar, husband and wife, jomntly apply to the
South Dakota Public Utilities Commussion (“Commussion™) for approval of the sale of the
majority of KTC stock to Rod and Donna Bowar. As part of the overall transaction, KTC
would redeem certain shares of the stock of the principal sharcholder, Delores Johnstone
KTC would continue to operate and provide local telephone service under its existing
Certificate of Authonty afier the stock sale

KTC received a Certificate of Authonty on April 18, 1967, to provide
telecommunications services in South Dakota. KTC is an independent telephone company

located in Kennebee, South Dakota, operating two exchanges in Kennebec and Presho and

serving approximately 760 access lines. A copy of the exchange miap is provided as

Exhibit A. Nonproprictary copies of the Stock Purchase Agreement and the Stock

Redemption Agreement (which omit the purchase price) are provided as Exhibit B. A

proprictary copy of the pages which contain the purchase price is being filed separately
Buyer Rod Bowar will file testimony supporting the following statements and

demonstrating that approval of the stock sale 15 in the public interest

< EXHIBIT

e s




KTC will continue to have the financial and technical abilities to assure the
wroper operation of the busmess. KTC will continue to provide its own engineering,
¥ ¥ L g
switching. billing, maintenance, and outside plant support. With the exception of Delores

Johnst who will retire, KTC plans to retain its existing employees (eight full-time and

one part-time) to provide local maintenance and switch support. In addition, KTC hires

additional employees during the summer
Rod Bowar has the managenal capabilities to operate KTC. He currently
serves as Plant Manager and will become President and General Manager of KTC upon the
effective date of the acquisition
Rates will not change as 4 result of this stock sale. and KTC agrees not to
increase any rates, except in response to a Commission order, for a period of 18 months.
Switched access rates will not change as a result of this sale
No existing services will be discontinued as a result of this sale

Customers will continue to be able to communicate with KTC using local

The existing emergency services will be unaffected by the sale
KTC will work with any interested schools and medical facilities to provide
distance learning and tele-medicine as needed
9. KTC 1s very aware of the importance of economic development to the
communities it serves. It pledges continued support for local economic development efforts

10 Tax payments will be unaffected by this sale




he sale will have no in ¢ Universal Service Fund. This is a stock
maffected by this transaction
scheduled to close on the last business day of the first calendar quarter
ISSION s apy g 1. One of the preconditions for closing 1s obtaining
tory approvals. The only FCC approval is related to a business band radio
crefore.
TISSION 10 permit pros
Dated: | . . 1998
Respectfully submitted

FPVVRr 7 P27 /7=

Delores Johnstone Michael J. Bradley

ncbec Telephone Company Moss & Bamett, P.A
PO Box 158 A Professional Association
Kennebee, SD 57544 4800 Norwest Center
Telephone: 605-869-2220 90 S Seventh Street

Minneapolis, Minnesota 55402
On Behalf of the Telephone: 612-347-0337
Majority Stockholders of
Kennebec Telephone Company, Inc omeys on Behalf of Rod Bower
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STOCK PURCHASE AGREEMENT

Thus Stock Purchase Agreement (the "Agreement”) is made as of June 1. 1998
among Rod Bowar (the “Buyer”). Kennebec Telephone Company. Inc.. a South Dakota
corporation (“Kennebec”). and Delores Johnstone Dan Johnstone, Brad Johnstone and
Candy Miller (individually. a "Sharenoider” and collectively, the "Shareholders")

WHEREAS, Shareholders own seventy-two (72) shares of the issued and
outstanding shares of the sole class of common stock of Kennebec

WHEREAS. Buyer desires to purchase thirty-nine 39 shares of the common
stock of Kennebec (the "Kennebec Stock”) from the Shareholders, and the
Shareholaers desire to sell the Kennebec Stock to Buyer upon the terms and conditions
et forth in this Agreement

NOW, THEREFORE, in consideration of the foregoing and the mutual premises.
covenants and agreements set forth below, the parties agree as follows

Article 1
PURCHASE OF SHARES

11 Purchase and Sale. At Closing (as defined below), Buyer shall purchase
the Kennebec Stock from the Shareholders, and the Shareholders shall sell the
Kennebec Stock to Buyer Buyer shall purchase the Kennebec Stock from the
Shareholders for ar. aggregate purchase price of (the "Purchase Price") which
amount shall be payable in accordance with this Article 1

12 Pay of the P Price In cor on for the purchase of the
Shares, at Closing, Buyer shall execute and deliver to each Shareholder an instaliment
note (the “Notes") in the principal amount equal to their respective percentage interest
of the Purchase price as shown on Exhibit A attached hereto, dated as of the Closing
Date and in substantially the form attached hereto as Exhibit B. Buyer and each
Shareholder shall execute a Stock Pledge Agreement in substantially the form attached
hereto as Exhibit C, pursuant to which Buyer shall grant a security interest in the
Kennebec Stock acquired from such Shareholder. Buyer also agrees to assign that
certan First Penn Life Insurance Company Policy No. T101385558 as collateral
security for repayment of the Notes by executing the Assignment of Policy as Collateral
Security in st y the form atta hereto as Lxhibit D As further security for
repayment of the Notes, Buyer shall pledge as security his general partnership interest
in the Kennebec CATV Company. a South Dakota general partnership, by executing
a Security Agreement and UCC Financing Statement in substantially the form attached
hereto as Exhibit E (collectively. the "Partnership Security Agreement”) The security
interests shall secure Buyer's obligation to repay the Notes

13 Closing. The consummation of the transactions contemplated herein (the
"Closing”) shall take place at the offices of Kennebec. Main Street, Kennebec, South
Dakota, at 10.00 am local time, on the last business day of the first calendar quarter




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

Article 2
REPRESENTATIONS AND WARRANTIES OF BUYER

For the purpose of inducing Kennebec and Shareholders to enter into this
Agreement, Buyer hereby makes the following representations and warranties
21 Authorization. Buyer has full power and authority to enter into and
perform his obligations under this Agreement. This Agreement is a valid and binding
obligation of Buyer in accordance with its terms, subject to limitations imposed by laws
and judicial decisions relating to or affecting the rights of creditors or secured creditors
generally or general principles of equity (regardless of whether enforcement is
considered in proceedings at law or in equity) upon the enforceability of any of the
remedies, covenants or other provisions of this Agi and the lability of
injunctive relief or other equitable remedies

22 Regulatory Approvals. At Closing, Buyer shall have given all notices to

and have obtained from all state and federal regulatory authorities any approvals,
consents, permits and authorizations required in order to consummate the transactions
contemplated in accordance with this Agreement

23 Access to Books and Records. Buyer has carefully reviewed this
Agreement and in deciding to purchase the Kennebec Stock has reviewed information
set forth in the books and records of Kennebec. Buyer acknowledges and agrees that
to the best of his knowledge, all documents, records and books pertaining to this
transaction have been made available for inspection by Buyer and his representatives
Buyer has had a reasonable opportunity to ask questions of and receive answers from
the Shareholders and Kennebec concerning all aspects of the business of Kennebec
including, without limitation, its assets and liabilities, and all such questions have been
answered to the full satisfaction of Buyer and his representatives. Buyer further
represents that he has such knowledge and experience in financial and business
matters that management is capabie of evaluating the merits and risks of purchasing
the Kennebec Stock and to make an informed investment decision with respect thereto.

>4 Investment Intent. Buyer is acquinng the Kennebec Stock for investment
and not with a view to distribution thereof, ana Buyer will not make any distribution or
transfer thereof except in accordance with the Securities 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 inducing Buyer to enter into this Agreement, Kennebec and the
Shoreholders. jointly and severally, hereby make the following representations and
warranties

1 O and Qualificati of K b Kennebec 1s a
corporation duly incorporated, validly existing and in good standing under the laws of
the State of South Dakota with full corporate power and authority to carry on the
business in which it i1s presently engaged and to own, lease and operate its properties
and to perform its obligations hereunder

32 Organizational Documents. Kennebec has delivered to Buyer a true and
correct copy of the Articles of Incorporation of Kennebec, together with all amendments
thereto, as certified by the Secretary of State of South Dakota, and a true and correct
copy of the Bylaws of Kennebec as currently in effect, as certified by the Secretary of
Kennebec

33 Regulatory Approvals AtClosing, Kennebec shall have given all notices
to and have obtained from all state and federal regulatory authorities any approvals
consents, permits and authorizations required in order to consummate the transactions
contemplated in accordance with this Agreement

14 Authorizati of Ag The execution and delivery of this
Agreement has been duly authorized and approved by Kennebec's board of directors
and the Shareholders. This Agreement is a valid and binding obligation of Kennebec
and the Shareholders, enforceable in accordance with its terms, subject to limitations
imposed by laws and judicial decisions relating to or affecting the rights of creditors or
secured creditors generally or general principles of equity (regardless of whether
enforcement is considered in proceedings at law or in equity), upon the enforceability
of any of the remedies, covenants or other provisions of this Agreement and the
availability of injunctive relief or other equitable remedies. All persons who have
executed this Agreement on behalf of Kennebec and/or the Shareholders have been
duly authorized to do so by all necessary action of kennebec and its Shareholders

35 Capital Stock of Kennebec Kennebec has total authorized capital of
15,000 shares of common stock, par value $100 per share of which 73 shares are
issued and outstanding as of the date hereof Kennebec has no other class of stock
authorized or issued and outstanding. All of the issued and outstanding shares of the
Kennebec Stock are duly and valdly issued and outstanding, are fully pad and
nonassessable, were issued in compliance with all state and federal laws and are held
by the Shareholders The delivery by the Shareholders to Buyer of a certificate or
certificates representing the Kennebec Stock as provided in Section 84 of this




Agreement, will pass good and marketable title to the Kennebec Stock to Buyer There
are no outstanding warrants, options, rights, calls or other commitments of any nature
relating to the Kennebec Stock, and there are no outstanding securities or debt
obligations of Kennebec convertible into shares of capital stock of Kennebec

36 Fi ial of K b 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 Statements”). which are true
and correct in all matenial respects and set forth all known liabilities, whether contingent
or otherwise, accurately and fully as of the dates thereof The Kennebec Financial
Statements were prepared in accordance with generally accepted accounting principles
("GAAP") applied on a consistent basis and fairly present the financial condition of
Kennebec as of their respective dates and the results of operations of Kennebec for the
periods ended December 31, 1996, and December 31, 1997, respectively

37 Ab: of ial Chang Since December 31, 1997, except as
previously disclosed to Buyer, Kennebec has operated its business in the ordinary
course. and there has not been any change in the financial condition, assets, liabilities
or operations of Kennebec other than changes in the ordinary course of business, none
of which has individually or in the aggregate been materially adverse to the financial
condition, properties, assets, liabilities or operations of Kennebec

38 Litigation and Claims. There are no judgments unsatisfied against
Kennebec or against Kennebec Stock or the Shareholders or consent decrees or
injunctions to which Kennebec or the Kennebec Stock or the Shareholders are subject
and there is nu liigation, claim or proceeding pending, or to the knowledge of
Kennebec or its Shareholders threatened, against or relating to Kennebec or against
the Kennebec Stock or the Shareholders or the properties or businesses of Kennebec
nor does Kennebec or its Shareholders know or have reasonable grounds to know of
any basis for any such action or of any governmental investigation relating to Kennebec
or the properties or operations of Kennebec

39 Compliance With Laws To the best knowledge of Kennebec and the
Sharenolders, Kennebec has complied in all material respects with all laws, regulations
and orders applicable to it or its businesses and has obtained all governmental permits
licenses, franchises or the like required in order to conduct its business, and the
present uses of its properties and the conduct of its businesses do not violate in any
material respect any law, regulation, ordinance or order.  Neither Kennebec nor the
Shareholders have received any notice or warning fiom any governmental authority with
respect to any failure or alleged failure of Kennebec or its Shareholders to comply with
any applicable law. regulation or order and, to the best knowledge of Kennebec and the
Shareholders, no such notice or warning has been proposed or threatened




310 No Breach of Agreement The execution, delivery and performance of
this Agreement and the consummation of the transactions contemplated by this
Agreement will not (1) violate or result in a breach or default or acceleration under the
Articles of Incorporation or Bylaws of Kennebec or any instrument or agreement to
which Kennebec or the Shareholders are a party or are bound which would have a
material adverse effect on Kennebec's properties or operations. (i) violate any
Judgment. order. injunction. decree or award against or binding upon Kennebec or upon
the r'ennebec Stock or other securities, property or business of Kennebec which would
have a matenal adverse effect on Kennebec properties or operations, (ii) result in the
creation of any matenal lien. charge or encumbrance upon the properties or assets of
Kennebec or the Kennebec Stock, except as contemplated herein; or (iv) violate any
law or regulation of any junsdiction relating to Kennebec or the Kennebec Stock or

her securities. property or business of Kennebec, assuming all required regulatory
ipprovals have been obtained in connection with the transactions contemplated
hereby

311 Properties and Leases Except as may be reflected in the Kennebec
Financial Statements and except for any lien for current taxes not yet delinquent
Kennebec has good and marketable title free and clear of any matenal liens, claims
charges, options, encumbrances or similar restrictions to all the real and personal
property reflected in the Kennebec Financial Statements and all real and personal
property acquired since such date, except such real and personal property as has been
disposed of in the ordinary course of business All leases of real property and all other
leases matenal to Kennebec pursuant to which Kennebec as lessee, leases real or
personal property are valid and effective in accordance with their respective terms, and
there is not. under any such lease. any material existing default by Kennebec or any
event which. with notice or lapse of time or both, would constitute such a material
default

312 Taxes Kennebec has accurately and timely filed all federal, state county
local and foreign income tax returns, including information returns, required to be filed
by i1, and has timely paid all income taxes owed by it, and no taxes shown on such
returns to be owed by it or assessments received by it are delinquent. Kennebec is not
a party to any pending action or proceeding, nor to Kennebec's knowledge is any such
action or proceeding threatened by any governmental authority, for the assessment or
collection of income taxes, interest or penalties. Kennebec has not executed or filed
with any taxing authorty any agreement extending the period for assessment or
collection of any income taxes Kennebec has paid all taxes owed or which it is
required to withhold from amounts owing to its employees, creditors or other third
parties. Any income tax liabilities, as determined in accordance with generally accepted
accounting principles, are appropriately reflected in the Kennebec Financial Statements

313 C and C Kennebec is not a party or subject to any
contract (whether written or oral, express or implied) not made in the ordinary course
of business containing covenants which matenally affect the ability of Kennebec to
compete in any line of business or with any person or which involve any matenal
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restriction of the geographical area in which, or method by which, Kennebec may carry
on its business (other than as may be required by law or applicable regulatory
authorities)

3.14 Insurance. Kennebec is presently insured and since the commencement
of its business has been insured or self-insured, for reasonable amounts with financially
sound and reputable insurance companies against such risks as companies engaged
in a similar business would, in accordance with good business practice, customarily be
insured and has maintained all insurance required by applicable law and regulation

315 Li Authorizati and App! Kennebec has all permits
licenses. authorizations, orders and approvals of, and has made all filings, applications
and registrations with, federal, state or local governmental or regulatory bodies that are
required in order to permit it to own or lease its properties or assets and to carry on its
business as presently conducted and that are material to the business of Kennebec,
all such permits, licenses, certificates of authority, orders and approvals are in full force
and effect, and. to the knowledge of Kennebec, no suspension or cancellation of any
of them s threatened. and all such filings, applications and registrations are current
The conduct by Kennebec of its business and the condition and use of its properties
does not violate or infringe, in any respect material to any such business, any
applicable domestic (federal, state or local) or foreign law, statute, ordinance, license
or regulation. Kennebec is not is in material default under any order, license, regulation
or demand of any federal, state, municipal or other governmental agency or with
respect to any order. writ, injunction or decree of any court

316 Labor No work stoppage involving Kennebec is pending or, to the
knowledge of Kernebec, threatened with or affected by any labor dispute, arbitration,
lawsuit or administrative proceeding which could reasonably be expected to have a
material adverse effect on Kennebec's business, operations, financial conditions or
properties. Employees of Kennebec are not represented by any labor union nor are
any collective bargaining agreements otherwise in effect with respect to such
employees

317 Defaults. Kennebec is not in default. nor has any event occurred which
with the passage of time or the giving of notice, or both, would constitute a default
under any matenal agreement, indenture, loan agreement or other instrument to which
it is a party or by which it 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 knowledge, all parties
with whom Kennebec has material leases, agreements or contracts or who owe to
Kennebec material obligations other than with respect to those arising in the ordinary
course of the business of Kennebec are in compliance therewith in all matenal
respects




318 Environmental Liability (a) None of the assets of Kennebec (defined for
purposes of this subsection (a) as the real property and tangible personal property
owned or leased by Kennebec) contain any hazardous malerials or hazardous
substances, as such terms are defined or used in the Comprehensive Environmenta!
Response, Compensation and Recovery Act of 1980, as amended, the Resource
Conservation and Recovery Act of 1676, as amended, and all other federal, state and
local laws, ordinances, rules, regulations, orders or determinations of any governmental
authority now or hereafter pertaining to health or the environment, including, without
limttation. petroleum products, friable asbestos and PCBs ("Hazardous Materials”)
other than in such quantities which are incidental and custornary for the maintenance
and operation of such assets (e.g. cleaning fluids) ("Incidental Quantities”)

(b) No notice or other communication has been made or issued by any
governmental agency having jurisdiction over Kennebec's assets, or any other person,
with respect to any alleged violation of any federal, state or local laws, rules,
regulations, ordinances and codes governing Hazardous Materials and which are
applicable to Kennebec's assets; and

(c)  All Hazardous Matenals which have been remediated from any assets of
Kennebec prior to or during Kennebec's ownership of such assets have been handled
in compliance with all applicable laws

319 No Ag With Manag Except as set forth in this
Agreement, neither Kennebec nor any other person or entity has contracts,
agreements, arrangements or understandings, whether in writing, oral or tacit, with any
officer, director, employee or agent of Kennebec, relating to this Agreement or the
Buyer's acquisiticn of control of Kennebec

320 No Brokers. Kennebec has not employed, or is subject to the valid claim
of. any broker, finder, consultant or other intermediary in connection with the
transactions cor plated by this Ag t who will be entitled to a fee or
commission in connection with such transactions

321 Undisclosed Liabilities. To the best knowledge of Kennebec, Kennebec
has no material orc 1S either 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 which have been consistent with past
practices and none of which is matenal or unrecorded

322 Employee Benefit Plans

(a) Inspection of Plans. Kennebec has made available to Buyer for inspection
all bonus, deferred compensation, pension, profit-sharing and retirement plans including
without limitation any multiemployer plans as defined in Section 4001 (a)(3) of ERISA




and all health and life 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, (i) all Benefit
Plans have been operated substantially in compliance with ERISA and other appiicable
law= and (ii) all material reports have been filed with respect to the Benefit Plans in
accordance with ERISA and the Internal Revenue Code.

323 Permits and Reports. Schedule 3 23 attached hereto sets forth a list of
all permits, licenses, registrations. certificates, orders, approvals or other authorizations
from any authority or other person including, without limitation, the Federal
Communications Commission (the "FCC") and the South Dakota Public Utilities
Commussion {the “SDPUC") (collectively, the "Permits”) issued to or held by Kennebec
in connection with its operations. Such Permits are the only 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,
cancellation or modification of the terms of any such Permit is threatened. Kennebec
is in full compliance in all material respects with the terms of each such Permit, and the
Shareholders are not aware of any reason not set forth in said Permit why any such
Permit 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 requirad to be filed by Kennebec with the FCC, the SDPUC and any other
regulatory or governmental authority or municipality (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 complete in all material respects, and
(i) all reporting requirements of the FCC, the SDPUC and other regulatory or
governmental authorities or municipalities (including taxing authorities) have jurisdiction
thereof have been complied with in all material respects

324 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 Sharenoiders 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 statement contained herein or therein,
in ight of the circumstances under which they were made, not misleading

Article 4
COVENANTS AND AGREEMENTS OF KENNEBEC

41 Changes in Articles of Incorporation or Bylaws. From the date hereof
until Closing. there shall be no change in the Articles of Incorporation or Bylaws of
Kennebec or in the authorized 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
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42 | or P of S iti Kennebec shall not (i) issue any
additional capital stock or other security, (ii) directly or indirectly redeem, exchange.
purchase or otherwise acquire any shares of its capital stock: or (iii) issue to any
person or entity any options, warrants or other rights to acquire any security of
Kennebec

43 Conduct of Business From the date hereof until Closing, except with
the prior approval of Buyer

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

(b) No written employment agreement or commitment to employees
(including any commitment to pay retirement, severance or other benefits) shall
be entered into by Kennebec

(c) No increase shali be made in the compensation or compensation
plans (including bonuses, commissions and fringe benefits) payable or to
become payable to any officer. director or employee of Kennebec, except for
those routine 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 create or incur any other indebtedness except in the normal
and ordinary course of business (i) enter into or terminate any lease of real
estate, (iii) create any subsidiary. (iv) release or create any liens or other security
interest except for purchase money security interests granted in the normal
ordinary course of business; (v) declare or pay a dividend, whether in cash or
in-kind, except for such cash distributions mutually agreed to by the parties
hereto and made on or before the Closing Date. or (vi) authorize or make any
change in the capital structure of Kennebec

(e) Kennebec shall not make any capital expenditure or capital
expenditure commitment, or enter into any lease, as lessee, of capital
equipment, except in the normal and ordinaiy course of business or as may be
required by the SDPUC; and

) Kennebec shall not sell any asset or make any commitment relating
to its assets other than in the normal and ordinary course of business

44 Access to Properties. At all times prior to the Closing Date, Kennebec
shall allow Buyer free and full access during reasonable business hours and after
reasonable notice to Kennebec's properties. books and records, including, without
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limitation, deeds, title commitments, leases, insurance policies, minute books, share
certificate books, share registers, accounts, financial records and all other 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

45 Directors, Officers, Operations. Kennebec shall deliver to Buyer prior
to Closing a list showing

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

(b) The banks and financial institution in which Kennebec has 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 thereto

Article 6
REGULATORY APPROVALS

61 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 , any r

and approvals from the FCC and the SDPUC. Buyer sna" use its besl efforts to
prepare and file all necessary regulatory notices, applications, requests and petitions
within thirty (30) days after the date of this Agreement Kennebec and the
Shareholders 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
comphance with any fiduciary duty. neither they nor any of their agents or affiliates will,
during the period beginning 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, solicit, encourage or authorize any person
to solicit from any third party any proposals relating to the disposition of the business
or assets of Kennebec or the acquisition of the Kennebec Stock; or (iil) make any
information concerning 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




Article 8
CONDITIONS PRECEDENT TO OBLIGATIONS
OF KENNEBEC AND THE SHAREHOLDERS

The obligations of Kennebec and the Shareholders under this Agreement are
subject to the fulfillment prior to or on the Closing Date of the following conditions

81 P! i and { Each of the representations and
warranties of Buyer contained in 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 all covenants and agreements required to be performed by it and shall not
be in default under any of the provisions of this Agreement at or prior to the Closing
Date

82 Certificate A certificate, dated the Closing Date. signed by an officer of
Buyer covering the provisions of Section 8.1 hereof shall have been provided

83 Consents and Approvals. Ali 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
instrumentality (federal, state or local) shall have been obtained and shall be valid and
in 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 of Kennebec and the Shareholders, are unduly
burdensome to Kennebec or the Shareholders

84 Payment and Deliveries  Buyer shall pay the Purchase Price in
accordance with Article 2 and shall have del d to each Sha der a Note and a
Security Agreement, and shall have delivered the Assignment of Policy as Collateral
Security and the Partnership Security Agreement

85 Related Transaction The transaction contemplated by that certain Stock
Redemption Agreement of even date herewith between Kennebec. as buyer and
Delores Johnstone. as shareholder shall have closed or shall close 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 subject to the fulfililment prior
to or on the Closing Date of the following conditions

91 Representations and Warranties Each of the representations and
warranties of Kennebec and the Sharehoiders contained in this Agreement shall be
accurate in all material respects as of the date hereof and as of the Closing Date




(except to the extent that such representations and warranties shall be incorrect as of
the Closing Date because of events or changes occurring after the date hereof in the
ordinary course of business of Kennebec as contemplated in this Agreement)
Kennebec and Shareholders shall advise Buyer in writing of any such resulting
ina-curacies, and Kennebec and the Shareholders shall have performed al! covenants
and agreements required to be performed by them and shall not be in default under any
of the provis.ons of this Agreement at or prior to the Closing Date

92 Certificate. Buyer shall have received a certificate, dated the Closing
Date. signed by Kennebec and the Shareholders covering the provisions of Section 9.1
hereof

93 Consents and Approvals 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
instrumentality (federal, state or local) shall have been obtained and shall be valid and
in 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 of Buyer, are unduly burdensome to Buyer or
Kennebec

94 Surrender of Certificates Representing Kennebec Stock. The
Shareholders shall have surrendered to Buyer the certificates representing the issued
Kennebec Stock, and such certificates shall be duly endorsed in blank or shall have
duly executed blank stock powers attached thereto

95 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

96 Related Transaction The transaction contemplated by that certain Stock
Redemption Agreement of even date herewith between Kennebec, as buyer and
Delores Johnstone, as shareholder shall have closed or shall close simultaneously with
the Closing of the transaction contemplated herein

Article 10
TERMINATION

101 Right of Termination This Agreement and the transactions
contemplated herein may be terminated at any time prior to Closing

(@) By mutual written consent of Buyer and each of the Shareholders




(b) By either of the Shareholders if Buyer breaches its obligations
under Article 6 of this Agreement and the Shareholders shall have cooperated
fully with Buyer in preparation of all requirec applications for approval; or

(c By any of the Shareholders in the event that any of the conditions
set forth in Article 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 date as shall be agreed upon pursuant to Section 1.3 of this Agreement. or

d By Buyer in the event that any of the conditions set forth in Article 9
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 date as shall be
agreed upon pursuant to Section 1.3 of this Agreement

102 Notice of Termination Notice of termination of this Agreement as
provided for in this Article 10 shall be given by the party or parties so terminating to the
other parties hereto in accordance with the provisions of Section 11.4 of this
Agreement

Article 11
MISCELLANEOUS

111 Entire Agreement This Agreement, together with the exhibits and
attachments hereto. constitutes the entire agreement among the parties and
supersedes all prior agreements. oral or written. This Agreement shall be binding upon
and shall inure to the benefit of the parties hereto and their respective successors and
assigns.  Buyer may assign its rights and obligations hereunder to a direct or indirect
wholly-owned subsidiary of Buyer, provided that Buyer shall remain liable for all its
obligations hereunder if Buyer's assignee fails to perform such obligations.

112 Severability If any severable provision of this Agreement is held to be
invalid or unenforceable by any judgment of a court of competent jurisdiction, the
remainder of this Agreement shall not be affected by such judgment, and the
Agreement shall be carried out as nearly as possible according to its original terms and
intent

113 Expenses Whether or not the Closing occurs, each party shall pay its
own expenses incident to the preparation and peiformance of this Agreement and the
transactions contemplated hereby

114 Notice. Any notice, demand or other communication required or permitted
by any provision of this Agreement shall be deemed to have been sufficiently given or
served for all purposes when delivered in person or sent by facsimile transmission with
telephone confirmation of receipt. overnight courier or registered or certified mail, return
receipt requesied all postage and other charges prepaid. as follows
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If 10 Buyer If to Kennebec or Sharehoiders.
Rod Bowar Kennebec Telephone Company, Inc.
P. O. Box 91 P. O. Box 158, Main Street
Kennebec, South Dakota 57544 Kennebec, South Dakota 57544
Fax # (605) 869-2221 Attention: Delores Johnstone

Fax # (605) 869-2221

or at such other address as may be designated by notice pursuant to this Section 11.4
from such party to the other party. Notice sent by overnight courier shall be deemed
delivered on the business day immediately lollowmg deposnt with such courier. Notice
sent by transmi shall be d on the day of transmission
if a business 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 Captions. 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

17 A d This Ag t may be amended, modified, superseded
or cancelled, and any of the terms, pr s, rep 1S,
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

19 C This Ag 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 this Agreement as a part hereof as if set
forth in full herein




1111 Damages; Specific Performance. No party hereto shall be liable to the
other for any indirect. consequential, special, punitive or any other similar damages of
any kind or nature arising in any manner from this Agreement and the performance or
nonperformance of obligations hereunder. In the event of a breach of this Agreement
the parties acknowledge and agree that each of them shall, in addition to any other
emedies available at law or in equity, have the right to seek specific performance by
the other parties of their respective obligations hereunder

1112 Further Actions Following the Closing Date, at the request of Buyer
the Sharehciders shall deliver such further instruments of transfer and take all
reasonable action as may be necessary or appropriate to effectuate this Agreement and
the transactions contemplated hereby Each party will promptly notify the other party

f any information delivered to or obtained by such party which would prevent the
consummation of the transactions contemplated by this Agreement. or would indicate
a breach of the representations, warranties or covenants of any of the parties to this
Agreement

1113 Joint Publicity. No party to this Agreement shall issue any press release
or make a public announcement prior to or on the Closing Date concerning this
Agreement or the transactions contemplated hereby without the prior approval of Buyer

ana each of the Shareholders. which approval shall not be unreasonably withheld




IN WITNESS WHEREOF, the parties have executed this Agreement the day and

year first above written
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(V4 81 &~ SRV Oy &5 &
ROD BOWAR

KENNEBEC TELEPHONE COMPANY, INC
a South Dakota corporation
By, Lence sekovelons

Title
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DELORES JOANSTONE

DAN JOHNSTONE

BRAD JOHNSTONE

Ao NN Y g
CANDY MILLER .




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

ROD BOWAR

KENNEBEC TELEPHONE COMPANY, INC
a South Dakota corporation

By,
Title

DELORES JOHNSTONE

JOHNSTONE

BRAD JOHNSTONE

CANDY MILLER




IN WITNESS WHEREOF, the parties have executed this Agreement the day and
year first above written
ROD BOWAR

KENNEBEC TELEPHONE COMPANY, INC
a South Dakota corporation

By:_
Title

DELORES JOHNSTONE

DAN JOHNSTONE

) / (

s/ Nz
Lond £ pbpstls)

BRAD JOHNSTONE

CANDY MILLER
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PROMISSORY NOTE

Debtor Rod Bowar Date 1998
P. 0. Box 91 Maturity Date 2008

Kennebec, SD 57544 Loan Amount
FOR VALUE RECEIVED, the undersigned (the "Debtor”), 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

in a 365 day year, on the unpaid principal balance from the date hereof until maturity
at the following rate:

an annual (ate of eight (8)%, which rate shall be fixed until the
fifth anniversary date hereof. From the fifth anniversary date 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 Wall Street

Journal 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, calculated on a fifteen (15) vyear
amortization schedule, of § each, beginning,
8 _. 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 ume, 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 all obligations are paid
n full,

02133




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
dated 1998

DEFAULT

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

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;

2 Any event of default shall occur under the Stock Pledge Agreement or
other instrument 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 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 immediately 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 security 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 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 conflicts of laws principles

Unless prohibited by law, Debtor agrees to pay all costs of collection, including
reasonable attorney’s fees and legal expenses, incurred by Creditor in the event this
Note is not duly paid

Rod Bowar




PROMISSORY NOTE

Rod Bowar Date 1998
P O Box 91 Maturity Date 1998
Kennebec. SD 57544 Loan Amount

FOR VALUE RECEIVED, the undersigned (the "Debtor”), promises to pay to the
order of Candy Miller (the “Creditor”) the principal sum of

CALCULATION AND RATE OF INTEREST

Debtor promises to pay interest, calculated on the basis of actual days elapsed
in a 365 day year, on the unpaid principal balance from the date hereof until maturity
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 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 Wall Street
Journal 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 instaliments, calculated on a fifteen (15) year amortization
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 instaliment, 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 all obligations are paid in full

#27010
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COLLATERAL

THIS NOTE IS SECURED BY a security interest in 11 shares of common stock
of Xennebec 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
events

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;

2 Any event of default shall occur under the Stock Pledge Agreement or
other instrument 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 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 immediately due
and payable, together with ail 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 security 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 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 conflicts of laws principles

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

Rod Bowar




PROMISSORY NOTE

Rod Bowar Date 1998
P O. Box 61 Maturity Date 2008
Kennebec. SD 57544 Loan Amount

FOR VALUE RECEIVED, the undersigned (the "Debtor”), promises to pay to the
order of: Brad Johnstone (the "Credror”) the principal sum of

CALCULATION AND RATE OF INTEREST

Debtor promises to pay interest, calculated on the basis of actual days elapsed
in a 365 day year, on the unpaid principal balance from the date hereof until maturity
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 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 Wali_Street
Journal eff for the fifth y 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 instaliments, calculated on a fifteen (15) year amortization

of § each ginning, 5

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 instaliment, when paid, shall be applied first in payment of

accrued interest and the balance thercof 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 princinal or interest until all obligations are paid in full.
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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 __. 1988

DEFAULT

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

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;

2 Any event of default shall occur under the Stock Pledge Agreement or
other instrument 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 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 immediately 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 security 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 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 conflicts of laws principles

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

Rod Bowar




PROMISSORY NOTE

Rod Bowar Date 1998
P O. Box 91 Maturity 2008
Kennebec, SD 57544 Loan Amount

FOR VALUE RECEIVED, the undersigned (the "Debtor"), promises to pay to the
order of. Dan 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
in a 365 day year, on the unpaid principal balance from the date hereof until maturity
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 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 Wall Street
Journal effective for the fifth anniversary date.

The unpaid principal and interest due on this Note at maturity (whether the Note
by Y , 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

hly instaliments, calculated on a fifteen (15) year amortization

, of § each, beg g i

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 interast until 2l obligations are paid in full

#270084




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 defauit upon the occurrence of one or more of the following
events

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;

2 Any event of default shall occur under the Stock Pledge Agreement or
other instrument 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 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 immediately 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 nght to 1) demand additional security 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 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 conflicts of laws principles

Unless prohibited by law, Debtor agrees to pay all costs of collection, including
reasonable attorney’s fees and legal expenses, incurred by Creditor in the event this
Note is not duly pad




STOCK PLEDGE AGREEMENT

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

WITNESSETH

WHEREAS, Pledgor and Shareholder 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

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, Pledgor 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 "C I") to Sh. ., as security for Pledgor's
obligations 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 of the certifi ) evidencing the
Kennebec Stock

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

3 Financing Statements and Other Actions. Pledgor shall execute

and deliver to Shareholder all stock powers, stock split agreements, financing

its, and other 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 sale pursuant to paragraph 6 herein

4 Liens Pledgor shall not create, incur or suffer to exist, any lien on
the Collateral except the security interest created by this Agreement
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5 Disposition of Collateral. Pledgor shall not sell or otherwise dispose
of ali or any part of the Collateral

6 Exercise of Rights in Collateral. After an Event of Default as
defined in the Promissory Note occurs and is ¢ g, St may 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,
in accordance with state 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, Sharehoider 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.

7 Possession of Collateral, Disclaimer. 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 liability to collect any sums due in respect thereof or to protect, preserve. or exercise
any nghts pertaining thereto

8 Payment in Full Shareholder shall retain possession of the
certificate(s) evidencing the Kenneb=c Stock until Sh, pay 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 This Agreement constitutes 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 conflicts of laws principles. No amendment or modification of this
Agreement shall be effective unless signed in writing by both parties. The headings of
sections 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, legal representatives and successors and permitted
assigns. Each provision of this Agreement shall be viewed as separate and divisible
In the event any provision hereof shall be held to be invalid or unenforceable, the
remaining provisions shall continue to be in full force and effect. This Agreement may
be executed in 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 parties 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 into as of
1968, between Candy Miller ("Pledgor”) and Delores Johnstone,

("Shareholder”)

WITNESSETH

WHEREAS, Pledgor and Shareholder have entered into a Stock Purchase

Agreement dated June 1, 1998 (the "Agreement”) whereby Pledgor 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
this separate Stock Pledge Agreement

NOW, THEREFORE, in consideration of the above premises, and other
good and valuable consideration, Pledgor 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 "Collateral”) to Shareholder, as collateral security for Pledgor's
obligations 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 1 of the cer ) evidencing the
Kennebec Stock

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

3 Financing Statements and Other Actions. Pledgor shall execute

and deliver to Shareholder all stock powers, stock split agreements, financing

ts, and other d its and do such other tiungs 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 sale pursuant to paragraph 6 herein

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




of all or any part of the Collateral

8. Disposition of Collateral. Pledgor shall not sell or otherwise dispose

6 Exercise of Rights in Collateral After an Event of Default as
defined in the Promissory Note occurs and is 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 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 Promissory Note in full. If such sale
proceeds are insufficient to pay Shareholder in full, Pledgor shall remain liable to
Sharehoider for the deficiency. Notwithstanding any other provision of this Stock
Pledge Agreement, Shareholder shall not have a right to transfer ownership of the

ateral to Shareholder, nor to be a purchaser of the Collateral at any sale thereof

7 Possession of Collateral, Disclaimer. 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 liability to collect any sums due in respect thereof or to protect, preserve, or exercise
any rights pertaining thereto

8 Payment in_Full. Shareholder shall retain possession of the
certificate(s) evidencing the Kennebec Stock until Shareholder receives payment of the

full amount for the shares from Pledgor hereunder. Upon receipt of payment in full,
Shareholder shal. deliver to Pledgor the certificate(s) representing 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 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 conflicts of laws principles. No amendment or modification of this
Agreement shall be effective unless signed in writing by both parties. The headings of
sections 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
heieto and their respective heirs, legal representatives and successors and permitted
assigns. Each provision of this Agreement shall be viewed as separate and divisible
In the event any provision hereof shall be held ' be invalid or unenforceable, the
remaining provisions shall continue to be in full force and effect. This Agreement may
be executed in 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 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 "Agreement”) whereby Pledgor agrees to pledge
11 shares of the common stock of Kennebec Telephone C , Inc. (the "K
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, Pledgor 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 "C ") to security for Pledgor's
obligations described in Section 1.2 of the Agveemenl P|edgo: 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 of the ce g the
Kennebec Stock

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

3 Financing Statements and Other Actions. Pledgor shall execute

and deliver to Shareholder all stock powers, stock split agreements, financing

its, and other 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 sale pursuant to paragraph 6 herein

4 Liens. Pledgor shall not create, incur or suffer to exist, any lien on
the Collateral except the security 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 Collateral After an Event of Default as
defined in the Promissory Note occurs and is 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 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 Promissory Note in full. If such sale
proceeds are insufficient to pay Sharehoider 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 right to transfer ownership of the
Collateral to Shareholder, nor to be a purchaser of the Collateral at any sale thereof
7 Possession of Collateral, Disclamer. Beyond the exercise of
reasonable care to assure the safe custody of ine Kennebec Stock certificate(s) in the
physical possession of Shareholder pursuant hereto, Shareholder shall have no duty
or liability to collect any sums due in respect thereof or to protect. preserve, or exercise
any nghts pertaining thereto

8 Payment in _Full Shareholder shall retain possession of the
certificate(s) evidencing the Kennebec Stock 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 constitutes 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 conflicts of laws principles. No amendment or modification of this
Agreement shall be effective unless signed in writing by both parties. The headings of
sections 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, legal representatives and successors and permitted
assigns. Each provision of this Agreement shall be viewed as separate and divisible
In the event any provision hereof shall be held to be invalid or unenforceable, the
remaining provisions shall continue to be in full force and effect. This Agreement may
be executed in 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 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
s e 1998, between Dan Johnstone ("Pledgor”) and Delores Johnstone,
“Shareholder”)
WITNESSETH
WHEREAS, 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 Ki Telep pany, 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, Pledgor 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 "Collateral”) to Shareholder, as collateral security for Pledgor's
obligations 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 1 of the certifi ) evidencing the
Kennebec Stock

2 Taxes Pledgor shall pay when due any and all taxes,
assessments, and governmental charges levied 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 to effect a transfer to a purchaser of the Collateral, or any
part thereof, in the event of a sale pursuant to paragi »h 6 herein

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

S o




5 Disposition of Collateral. Piedgor shall ot sell or otherwise dispose
of all or any part of the Collateral

6 Exercise of Rights in Collateral After an Event of Default as
defined in the Promissory Note occurs and is 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 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 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 right to transfer ownership of the
Collateral to Shareholder, nor to be a purchaser of the Collateral at any sale thereof

7 Possession of Collateral, Disclaimer. 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 liability to collect any sums due in respect thereof or to protect, preserve, or exercise
any rights pertaining thereto

8 Payment in Full Shareholder shall retain possession of the
certificate(s) evidencing the Kennebec Stock until Shareholder receives payment of the
full amount for tiie 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 constitutes 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 conflicts of laws principles. No amendment or modification of this
Agreement shall be effective unless signed in writing by both parties. The headings of
sections 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, legal repr s and suc s and permitted
assigns. Each provision of this Agreement shall be viewed as separate and divisible
In the event any provision hereof shall be held to be invalid or unenforceable the
remaining provisions shall continue to be in full force and effect. This Agreement may
be executed in 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 parties have executed this Agreement 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

» undersigned assign, transfer and set over to

executors, administrators, successors or assigns, Policy

the First Penn-Pacific Life Insurance Company of Oak srrace, liinors (herein
t therein and thereunder (except as p n) subject to
if any, which the Insurer may have against the Policy

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

ed and sealed this

Witness

Address
County of

State of

On the day of

before me personally appeared ___

10 me known to be the identical person _ _____ described in and who executed the above assignment and
acknowledged to me that the execution of same was _ free act and deed for the purposes therein specified

Notary Public
My commission expires = .19

The spouse, if any, must sign if the policy was issued to or is owned by a resident of Arizona, California, ldaho,
Louisiana, Nevada, New Mexico, Texas, Washington, or Wisconsin

* For corporations, add signature and title of another officer or affix corporate seal

BL4017 (6/95)




UNIFORM COMMERCIAL CODE—FINANCING STATEMENT—FORM UCC-1
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SECURITY AGREEMENT (for Agriculture or Busine

SECURITY AGREEMENT (for Ag

Debtor
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DEBTOR AGREES THAT HE HAS READ THIS AGREEMENT AND THAT THIS AGREEMENT INCLUDES AND IS SUBJECT TO THE ADDITIONAL
PROVISIONS SET FORTH ON THE REVERSE SIDE HEREOF . 51 ROV , BEING INCORPORATED HEREIN BY THIS REFERENCE
SRCUPED PARTY The Debtor acknowledge(s) receipt of a copy of this document
DEBTOR
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STOCK REDEMPTION AGREEMENT

THIS STOCK REDEMPTION AGREEMENT (the “Agreement”) i1s made as
of June 1, 1998, K . Inc., a South Dakota
corporation whose principel place of bulmau 18 Iocluu st Main Street, Kennebec.
South Dakota ithe “Corporstion”), and Delores Johnstone (the "Shareholder”)

WHEREAS, the Shareholder has previously sold six (6) shares of the
issued and outstanding shares of common stock, par value $100 per share (the
“Common Stock®), of the Corporation, and is the individual beneficial and record
owner of only thirty-three (33) shares of common stock as of the date hereof;

WHEREAS, the Shareholder’s children have each previously sold eleven
(11) shares of common stock of the C. , which d 100% of their
respective equity interest in the Corporation; and

WHEREAS, the Corporation desires to redeem the thirty-three (33) shares
{the "Shares"”) of Common Stock on the terms and subject to the conditions set forth
below; and

WHEREAS, the Shareholder desires that the Shares be redeemed by the
Corporation on the terms and subject to the conditions set forth below,

NOW, THEREFORE, in consideration of the mutual covenants,
and ag herein the parties agree as

P
follows:

1 REDEMPTION OF STOCK

1.1 Stock to be Redeemed. In accordance with the terms and
conditions of this Agreement, the parties hereby agree that at the Closing (as defined
below) the Sharsholder shall surrender, convey, transfer, assign and deliver 10 the
Corporation, free and clear of all iens, encumbrances, equities and clams of any
nature whatsoever, and the Corporation shall redesm, acquire. accept and purchase
the Shares upon payment by Corporation of (the “"Redemption Price”) to
Shareholder, which amount shall be payable in two instaliments as described below
n Section 1.2. On the Closing Date (as defined below], Sharshoider shall deliver
certificates representing the Shares to the Corporation. with each certificate being
endorsed in blank for transfer, or as otherwise determined by the Corporation, and in
form and 'y to the Corporation.

1.2 Payment of N Price. In for S s
conveyance and surrender of the Shares to the Corporation, at Closing (as defined
below) Corporation shall pay 50% of the Redemption Price at Closing and 50% of the
Redemption Price on the first anniversary date of the Closing. Each such psyment




shall be paid by wire transfer of immediately availabie funds and by transferning anc
assigning to Shareholder ali the Corgoration’s right, title and interest in and to certain
securities owned by the Corp The geof the R Price payable
in cash and in securities shall be determined by mutual agreement of the parties

1.3 GenerslRelease. In consideration for the transaction contemplated
herein, the Sh der and the Corp oach hereby release. waive and forever
discherge any claims, now or hereafter exisung, that either party has against the
other, its officers and direc erising from, with or in any manner related
10 this Agreement.

1.4 Closing. The of the
hereunder (the "Closing”) shall take place at the offices of the Corporation, Main
Street, Kennebec, South Dakotes, at 10:00 a.m., local ime. on September 30, 1998,
or et such other time and place as Corporation and Shareholder may mutually agree
(the "Closing Date™). The parties shall deem the Closing effective as of 11:59 p.m
on the Closing Dste.

2 COVENANTS OF THE PARTIES

2.1  Expenses. Each party shall be solely and individually responsible

and lable for the and costs. g attorneys’ and accountants’ fees,
separately incurred by each party in with this Ag and the
transactions contemplated hereby.

2.2 Information Returns. The parties hereto agree to file all information
returns that may be required by feders! and state tax laws or regulations as a result
of the transactions consummated under this Agreement at such time and in such
manner as may be required by such laws or regulations, and in a manner consistent
with the treatment atforded such transactions by the Corporation in any information
returns that it may file with respect to these transactions.

2.3 Tex Consequences of Sale. Each party agrees that neither party

has made any y or rep 9! 9 the tax of the

by this A and sach party shall be solely responsible

and liable for the payment of their respective federsl, state, and /or local taxes
incurred as a result of the redemption of the Shares.

3 REPRESENTATIONS AND WARRANTIES

3.1  Tite to Shares. The Shareholder represents and warrants that she
is the sole, individual beneficial and record owner of the Shares and thet she
possesses good valid title to such Shares, free and clear of any liens, claims, pledges
and encumbrances of any neture The S further and




warrants she has full and complete unrestricted power and authonty to individually
transfer, convey and surrender the Shares to the Corporstion and no approval or
consent of any third party is required to consummate such transfer, conveyance and
surrender

3.2 Regulatory Approval. Corporation represents and warrants that as
of the Closing Date. it shall have given all notices to and have obtained from all state
and federal regulatory suthorities any approvals, consents, permits and authorizations
required in order 10 the P n with
this Agreement

a MISCELLANEOUS PROVISIONS

4.1 and Subject to law, this
& may be fied or only by a written agreement

sumod by the Shareholder and a duly asuthorized officer of the Corporation.

4.2 Headings. The article and section headings contained in this
Agreement are solely for the purpose of reference, sre not part of the agreement of
the parties and shall not affect in any way the meaning or interpretation of this
Agreement.

4.3 Amuunglh" jation; Entire g has
been negotiated at arms’ l.nglh by end and
knowledgeable in the matters desit with in this Ag d
the entire agresement and understanding of the pum- hereto in runoc( of the subject
matter contained herein. There are no
warranties, covenants, or undertakings, other than those oxpuuly sot forth or
referred 10 herein, and this Agreement supersedes all other prior agreements and
understandings between the parties with respect to the subject matter hereof. This
A and all the i hereof shall be binding upon and inure to the benefit
o' the parties hereto and their heirs, s,
and permitted assigns.

44 g Law. This Ag shall be g by the laws of
the State of South Dekota, excluding its conflicts of laws principles, as to all matters,
including but nct limited to, matters of validity, uon, effect, per and
remedies.

45 S . The y of any section,
® or pi of this Ag shall not u"-cl the enforceability or validity
of all of the provisions of this Agreement.




4.6 Waiver. No failure on the part of either party to exercise, and no
delay in exercising, any right, power or remedy under this Agreement shali operate as
8 waiver thereof. nor shall any single or partial exercise of any such right, power or
remedy by such party preclude 8ny other or further exercise thereof or the exercise
of any right, power or remedy

4.7 Additi A Further A - Subject to the terms
and conditions heren provided, the parties hereto agree 10 use their respective past
efforts 1o take, or cause 10 be taken ali 8ctons, and to do, or cause 1o be done all
things r Y. proper, or under I laws and to
consummate and make eff, the by this A
In case ot any ime after the Closing any further action is Necessary or desirable to
Carry out the purposes of this Agresement, the individuals who are parties to this
Agreement shall take all such necessary action.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement
s of the date first above written

KENNEBEC TELEPHONE COMPANY, INC

DELORES JOHNSTONE, Shareholder

240129.03




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

Souy
UTIU),L

IN THE MATTER OF THE SALE OF THE TEIgs L

MAJORITY OF KENNEBEC TELEPHONE

COMPANY, INC. STOCK TO ROD AND

DONNA M. BOWAR

PREFILED DIRECT TESTIMONY OF

ROD BOWAR

EXHIBIT
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21

Please state your name and business address
Rod Bowar, P.O. Box 158, Kennebee, South Dakota 57544
3y whom are you employed and what 1s your position?
Manager of Kennebee Telephone Company. Inc. (“KTC™). I will become

President and General Manager upon the effective date of acquiring the majority of KTC

What 1s your educational and professional background?
aduated from Lyman High School of Presho, South Dakota, in 1980. 1 began my
employment with KTC in May 1976, working duning the summer months and part-time

during the school year. | have continued to work for KTC ever since that time, which

gives me over twenty-two years of expenience in the telecommunications industry. | have

been an instrumental part of KTC's progress. My responsibilities have ranged from
runming a spade on a construction crew, repainng buried cable, repairing central office
equipment, engineering, billing, providing customer service, and now managing the

plant. 1 have held & management position for the past fifteen years. | have seen KTC
grow from |50 telephone subscribers to 760 and from two employees— Delores
Johnstone and myself—to eight full-time employees and one part-time employee.
Delores Johnstone and I also formed a partnership, Kennebee CATV Company, which
now has 100 cable television and 650 DirecTV subscribers. Please see Attachment A for
a more detailed resume

Q. What 1s the purpose of your testimony




A

To provide the factual information needed by the South Dakota Public Unlities
Commission (“Commission™), pursuant to SDCL 49-31-59. to evaluate the request for
Comnussion approval to purchase the majonity of KTC stock

e describe Kennebee Telephone Company, Inc

family-owned, independent telephone company serving the residents of

Kennebec and Presho, South Dakota. Kennebec and Presho are situated in the south

| part of the state. Kennebec 1s located at Interstate 90 and State Highway 273, and
Presho is located at Interstate 90 and U S, Highway 183. KTC serves approximately 760
access lines, of which 183 are business hines and 577 are residence lines. KTC has
extended area service between Kennebec and Presho. KTC uses a DMS-10 switch. KTC
will retan its eight full-time and one part-time employees.

THE IMPACT OF THE SALE ON RATES

Will the sale result in a rate increase for customers of KTC?

No. The sale will not cause rates to increase, and no rate design changes are

contemplated. In addition, KTC agrees not to increase rates or change rate design, except

in response to a Commussion Order or to reflect a change in tax rates on a flow through
basis, for a period of 18 months from the date of the closing. Please see Attachment B
for the rates charged for business and residential lines.
Will switched access rates be aficeted by the sale?
No

THE IMPACT OF THE SALE ON SERVICES

What services will be offered after this sale is approved?




A. All services currently provided by KTC wiil continue to be available after the sale. KTC
offers many state-of-the art services, including CLASS services. Please see
Attachment B for a hst and description of the services offered by KTC

/ill KTC offer distance learning and tele-medicine services?
Yes. Although KTC currently does not provide these services. it pledges to work with
the two clinics located in our service area (Lyman County Health Center in Kennebec and
ey Jones Memorial Chinic in Presho) and the Lyman Independent School District

(high school and grade school in Presho and middle and grade school in Kennebec) to
provide such services upor
Will emergency services be affected by the sale?
No. We will continue existing 911 services and will work with the county whenever its
needs change. We will provide the county with accurate data for its databases. Also,
KTC will continue to provide the existing firebar service in each exchange
Does KTC offer extended area service (“EAS")?
Yes, KTC offers EAS between Kennebec and Presho, which will be unaffected by the

sale.

Do customers of KTC have local access to the internet using local calling?

Yes, and the sale would not affect that service.
What will be the treatment of rates for touch tone service?
Touch tone service is currently included in the monthly line charge, and we will continue

to do this




FACIL
Q. Please describe the current switching and other facilities and any additions or upgrades
currently contemplated?
KTC uses a host Northern Telecom DMS-10 in Kennebec serving a remote in Presho.

KTC plans to upgrade from Release 408.11 to Release 411.20 by the end of 1998. This

upgrade will allow KTC to be year 2000 compliant and will provide the capability to

support SS7 and ISDN services. There is currently seven miles of fiber from Kennebec
to a US WEST meet-point that carries the toll for all of KTC's exchanges. There is also
seventeen miles of fiber between Presho and a southerly meet-point with Golden West
that carries a significant amount of transiting c. KTC 1s in the process of installing
nine miles of fiber to connect Kennebec and Presho. In the local loop, AFC, Pair Gain,
and Fiber have been added and will continue to be added annually to meet the needs of
customers.

AND REPAIRS
How will customer services and repairs be provided afier the sale?

customers should not notice any change in customer services and repairs. First

KTC’s existing employees will continue to operate out of the Kennebec central office
Second, the employees will remain the same, with the exception of Delores Johnstone,
who will retire. Third, customers will continue to be able to make service and billing

number. Fourth, there will b no change in or location of

ECONOMIC DEVELOPMENT

Q. What are your views on economic development?




A

A strong local economy is very important to KTC. Consequently, we will do what we
can to support local economic development. We will provide state-of-the-art services,

allowing KTC to compete for new businesses and to retuin existing businesses. We have

always prided ourselves on a strong cor 10 our local cc s. | also believe
i purchasing the services we need locally whenever possible.

UNIVERSAL SERVICE FUND IMPACT

will the stock sale have on the interstate universal service fund?
Because this 1s stock sale. 1t will have no impact

TAX CONSEQUENCES
What are the state tax consequences of this stock sale?
None. KTC 1s currently an independent telephone company subject to gross receipts tax
and will continue to operate as an independent telephone company after the sale. In
addition, exiting services will be continued using the existing rates. Therefore, the gross
receipts tax revinues to the school district are not expected to change
MANAGERIAL QUALIFICATIONS
How will the stock sale change the management of KT(
1 will become the President and General Manager of KTC. As previously stated, please
see Attachment A for a more detailed statement of my qualifications
FINANCIAL IMPACT OF THE SALE ON OPERATIONS

Has a pro forma been prepared showing the projected revenues and expenses related to

the operation of KTC after the sale?

Yes. A proprictary exhibit containing a pro forma net income statement, a cash flow

statement, and a balance sheet have been prepared and filed along with this testimony




How will this acquisition be financed?”
The Sellers are financing the acquisition by taking notes from the Buyers for the full
amount of the purchase price
FCC APPROVAL IS NOT REQUIRED
Is FCC approval of this stock sale required?
No. FCC approval is only needed for a business band radio license.
CONSISTENCY WITH SDCL 49-31-60 THROUGH 49-31-68
SDCL 49-31-60 through 49-31-68 seck to ensure “that all citizens of South Dakota realize
the advantages of the forth coming information age, including economic development,
educational opportunitics, a heightened level of medical care, and better more efficient
services from all levels of government.” Is the sale of KTC stock consistent with those
goals?
Yes. As Lexplamed. KTC been and will remain committed to working with the
community to promote economic development. KTC will provide the services required
by its customers and 1s 1n the process of upgrading to Release 411.20 to assure that
capability. This will allow the communities served by KTC to compete for new
businesses and to retain existing businesses. | also pledge to work with the local school
admunistrator and health organizations to meet all of their communications needs,
including distance leaming and tele-medicine
CONCLUSION
In your opinion, 1s this stock purchase in the public interest?

Yes. | have lived my entire hife in Kennebec, and | have spent the last twenty-two years

working for KTC. In that time, | have assumed a wide range of responsibilities and, as a




result, have a thorough understanding of KTC's operations from the ground up. | have
over fifteen of those vears in a managerial capacity. | have been part of KTC's
growth, progress, and success. We will continue to provide the same quality services that
KTC currently pro nd new state-of-art services will become available as customer
needs dictate. Service questions will continue to be handled locally. KTC will also be a
strong paruicipant in local economic development projects, distance learming, tele-
medicine, and whatever other services are needed to make Kennebec and Presho strong
and viable communities
Does this conclude your testimony?

A Yes

e, 5
( f"cioft‘e, v

(=

Rod Bowar
SWORN TO BEFORE ME this
lat day of June, 1998

NOTARY PUBLIC
Wy Qg D vt all




Rod Bowar
Plant Manager
Kennebee Telephone Company, Inc.

Rod Bowar has spent over twenty-two vears working for Kennebee Telephone Company,
Inc. ("KTC"). He started with KTC during high school, when he was one of two
employees, and has continued with the company to the present time. He has assumed a
wide variety of responsibilities while at KTC, but has spent the past fifteen years ina
managerial capacity. He presently serves as Plant Manager of KTC. He has seen KT(

grow from two employees to eight full-time and three pant-time employees. He has seen
KTC grow from 150 subscribers to 760 subscribers. He has been with KTC from its
and understands the needs of the company and the customers it serves.

Rod Bowar was a member of the Express Communications board for one year. He was
resident of C+P Cellular for five years. He is currently a member of the ICAA
cgotiating team, which was instrumental in the U.S. West purchase. In addition, he 1s

the President of the South Dakota Telephone Association. He maintains the technical,

managenal, and professional expertise required 1o provide continued and improved
service to KTC customers

Highlights During KTC Employment

1980 Eliminated the last of the overhead and party lines. Performed
extensive upgrade on the central office and the outside plant

1982 Built the cable television system in Kennchee, South Dakota by
forming a partnership, Kennebee CATV Company, with Delores

Johnstone

1983-Present Annually replace as much air core cable as the budget allows for

preventative maintenance

Built fiber optic toll facilities out of Kennebec to a meet-point with
U.S. West 1o haul KTC's own toll

tal switch

KTC's switch on three different occasions since its
nstallation, and another upgrade is pending

Purchased the Presho exchange in the U.S. West sale and installed
1 remote switch in Presho

Began an extensive upgrade of the outside plant at Presho.




Provide local calling between Kennebec and Presho
fiber between Kennebee and Presho

Current
Kennebec Fire Department, Assistant Chief
Medicine Creek Lions in Presho, Vice-President
Kennebee Town and Country Club, Member

Previous
Kennebee Town Board, Board Member
St. Michael’s Catholic Church, Board Member

Installing




PRESHO

service ch

STARTING APRIL 1, 1958

YOU WILL BE ABLE TO CALL TOLL FREE BETWEEN PRESHO AND
KENNE

BEC.

OU WILL DIAL B865-XXXX TO REACH KENNEBEC OR 895-XXXX TO
REACH PRESHO.

IT WILL BE CONSIDERED A LOCAL CALL.

TOUCH-TONE SERVICE WILL BE PROVIDED AS A PART OF THE
LOCAL SERVICE RATE




KENNEBEC TELEPHONE CO INC
PO 158
KENNEBEC SD. 7544

PRESHO 9959651
Startng Apri 15t 1957 we wil ha
any of ese leats
y Vv aiso are requred v cer
CALLER NUMBER 1D AND BLOCKING OPTIONS
moer W ose who sudscrde 1o Caler numter 1D If you wieh 10 B
. may #30 request ceTmanent numer
CALLER NUMEER UNBLOCKING
umBer wil nict De SS0YeS on any ak 15




Soutt Dakota
Public Utilities Commission

State Capitol Building, 500 East Capitol Avenue, Pretre, South Dakota 57501-5070
July 15, 1998

Michael J. Bradley

Moss & Bamett, P.A

A Professional Association
4800 Norwest Center

90 S Seventh Street
Minneapolis, Minnesota 55402

Capitel Office Dear Mr. Bradley
Telephane (605)773.3201
FAX (605)773 3009 Foliowing are of C Staff reg: g the filing for approval of sale of stock of
Kennebec Telephone Company

Transportation
e

1. Has Kennebec Telephone Company received any requests for extended area service not now
provided, since the purchase of the Presho exchange? If so, provide the areas requested to be
Consumer Hothine served and the number of requests received for each area

18003321702

FAX (605)773 3226

TTY Through 2. 15 Kennebec Telephone Company in compliance with SOCL 49-31-62 through 65 and does
Reley South Dakits Kennebec Telephone company expect to be in compiiance with the associated upcoming deadlines
1.500.%77 1113 in those statutes? Have the y upgrades and been included in the financial
information provided in the filing to date?

Internes
Db puc state sd us
.

3 What are the current switched access rates of Kennebec Telephone Company?
Jom Burg
':("“I‘M 4 Provide a Iist of all telecommunications services currently offered by Kennebec Telephone
Vics-Charman Company and their corresponding rates. Provide a list of those services to be added upon
Lasks Schornfelde, completion of the 411.20 upgrade and the expected price of those services

5 Does Kennebec Telephone Company offer 911 or ES11 service?
6 What is Kennebec's ETC status and will it be affected by the sale?

Please have answers 10 the above questions = .omitted to the Commssion no later than July 31
1998 i you have any questions regarding the above, please contact me at the Commission.

Sincerely

," ‘ane ()(\/0{1;40\

Dave Jacdbson

cc Karen Cremer
Delores Johnstone
Rod Bowar

Steven M Wegnan




& BARNETT

July 28, 1998

Dave Jacobson
Dakota Public Unlities Commission
State of South Dakota
500 East Capitol
Picrre, SD 57501

In the Matter of the Sale of the Majonity of Kennebee Telephone Company, Inc
Stock 10 Rod and Donna Bowar
Docket No. TC98-114

Dear Mr. Jacobson

Enclosed please find the Responses to Information Requests dated July 15, 1998, which
have been provided under oath

Very truly yours

MOSS & BARNETT

A Professional Associa

MIBjjh
Enclosure
cc: Rod Bowar




RESPONSES TO INFORMATION REQUESTS

Has Kennebec Telephone Company received any requests for extended
area service not now provided, since the purchase of the Presho exchange?
If so, provide the arcas requested to be served and the number of requests

received for each area

Respons:
ave been no such requests.
Is Kennebee Telephone Company in compliance with SDCL 49-31-62
through 65 and does Kenncbec Telephone Company expect to be in
compliance with the associated upcoming deadlines in those statutes?

Have the necessary upgrades and investments been included in the
financial information provided in the filing to date.

Response

The planned upgrade to 411.20 in November 1998 will provide Kennebec Telephone
Company with the ability to satisfy these statutory requirements. Sec also the response to

question 4

What are the current switched access rates of Kennebec Telephone
Company?

Response:

Kennebec Onginating - .0743 Terminating - 0828
Presho Onginating - .07 Terminating - .07

Provide a list of all telecommunications serviccs currently offered by
Kennebee Telephone Company and their corresponding rates. Provide a
list of those services to be added upon completion of the 411.20 upgrade
and the expected price of those services.

Response:

Attached hereto is a listing of all telecommunications services currently offered by
Kennebee Telephone Company and their corresponding rates. This information was attached to
the Prefiled Testimony of Rod Bowar. Only two new services will be available as a result of the
upgrade. One of those services is ISDN. The price for ISDN will largely be dependent on




The other new service is a new
It will be priced the same as

1 or E911 service?

f Rod Bowar, Kennebec Telephone Company
county requests E911, Kennebec Telephone

status and will it be affected by the sale?

clephor mpany has applied for and received South Dakota Public
N Approv ETC service. Because the sale is a stock transaction, there 1s
of Kennebec Telephone Company, nor will the Kennebec
¢ scope of the services it currently provides. Therefore, the
chee Telephone Company will remain in effect

VERIFICATION

Rod Bowar, being first duly swom, verifies that, to the best of his knowledge, the above

n 1s true and correct

T Ty

Rod Bowar

SWORN TO BEFORE ME this
43 day of '\.. 4 . 1998

(R ctrrg.
NOTARY PUBLIC

ssion Expires Oct. 19, 2004




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE SALE OF THE ) FINAL DECISION AND
MAJORITY OF KENNEBEC TELEPHONE ) ORDER APPROVING SALE
COMPANY, INC. STOCK TO ROD AND DONNA ) OF STOCK; NOTICE OF
BOWAR ) 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 applied to the South Dakota Public
Utilties Commission (Commission) for approval of the sale of the majonity of KTC stock to
Bowars The joint application stated, "As part of the overall transaction. KTC would
redeem certain shares of the stock of the principal shareholder, Delores Johnstone. KTC
would continue to operate and provide local telephone service under its existing Certificate
of Authority after the stock sale” The KTC consists of the Kennebec and Presho
exchanges

On June 11, 1998, the Commission electronically transmitted notice of the filing and
the intervention deadline of June 26, 1998, to interested individuals and entities. No
patitions to intervene or comments were filed

A hearing 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
majority of KTC's stock to the Bowars should be approved After hearing the testimony
presented at the hearing, the Commission voted unanimously to approve the sale of the
majority of KTC's stock to the Bowars

The Commission having reviewed the evidence of record and being fully informed
in the matter makes the fo!lowing Findings of Fact and Conclusions of Law.

FINDINGS OF FACT
|
KTC is an independent telephone company located in Kennebec, South Dakota
and serves the Kennebec and Presho exchanges which have approximately 760 access
lines Exhibit2at2
l}
Rod Bowar will become the President and General Manager upon the effective date
of acquiring the majority of KTC stock Id at 1 He has 22 years of experience working
atKTC Id

During the hearing in Kennebec, there was no public opposition to the sale of the
stock




ADEQUACY OF LOCAL TELEPHONE SERVICE
v

The Bowars will honor all existing contracts, commitments, leases, and other
arrangements and will not eliminate any services currently provided by KTC. Tr. at 10, 15

\

The Bowars will retain all of KTC's employees, except for Delores Johnstone who
isretinng. Tr at 12. Customers will continue to be able to make trouble reports and ask
service questions by calling a local telephone number. Tr. at 13

REASONABLENESS OF RATES

Vi

The Bowars have no plans to increase the existing rates for at least 18 months. Tr.
atso

PUBLIC SAFETY ISSUES

Vil

KTC will continue to provide 911 service in the Kennebec and Presho exchanges
Tr.at12

ABILITY OF THE BUYER TO PROVIDE SERVICE

Vil

The Bowars are fit, willing, and able to purchase and thereafter operate, maintain,

and upgrade to the level required by the Commission the facilities of the Kennebec and
Presho exchanges. Tr at 7-16

IX

The Bowars have the ability to obtain capital z11d the incentive to invest in the
Kennebec and Presho exchanges Exhibit 1. The Bowars will upgrade the current DMS
10 switch to provide ISDN and SS7 capabilities. Tr. at 11

X

The Bowars will support local economic development efforts and will work with the
schools and clinics to meet their telecommunications needs. Tr. at 14-15




PROTECTION OF THE PUBLIC INTEREST
X

The Bowars' purchase of the Kennebec and Presho exchanges is in the public
interest of the customers within the exchanges for the following reasons

a Quality local service will be maintained.

The customers of the exchanges will continue to receive customer
service through the same business office

Rates will not increase for at least 18 months as a result of the sale

Emergency services will continue to be provided to the exchanges at
the level currently provided, and

Customers in the exchanges will be able to obtain additional
advanced telecommunications services

Tr at7-16
TAXES
Xl

There will be no changes in the taxes paid as a result of the sale of the stock Tr

CONDITIONS OF SALE

The Commission shall approve the proposed sale of the stock of the KTC subject
to the foilowing conditions

1 That current local rates not be increased for 18 months from the date
the Bowars begin to operate the purchased exchanges

That the Bowars shall not recover any of ihe acquisition adjustment
through regulated interstate or intrastate rates, through local rates, or
through federal or state universal service funds,

That the Bowars shall honor all existing contracts, commitments
leases, licenses, and other agreements which relate to, arise from, or
are used for the operation of the purchased exchanges

That the Bowars offer, at a minimum, all existing services currently
offered by the purchased exchanges. and




That the Bowars not discontinue any existing extended area service
without first obtaining approval from the Commission

CONCLUSIONS OF LAW
|

The Commission has jurisdiction over the sale of stock of KTC to the Bowars
pursuant to SDCL Chapters 1-26 and 49-31, specifically 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

n

The hearing held by the Commission relative to this matter was an evidentiary
hearing pursuant to SDCL Chapter 1-26

The Commission has considered, among other things. the requirements of SDCL
49-31-59 in regard to the proposed sale of stock, and protection of the public interest
pursuant to SDCL 49-31-7. The Commission finds that it is in the public interest to
approve the sale of stock because the sale will enable the customers in the Kennebec and
Presho exchanges to receive high quality service

v

The Bowars have satisfied 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 approval of the sale of stock of KTC to the Bowars

Vv

The Commission has considered the adequacy of local telephone service in
reviewing this sale of stock of KTC. The Bowars are required to provide all services
currently offered. In addition, the Bowars must honor existing contracts and other
agreements

vi

The Commission has also considered the reasonableness of local rates. The
Commission finds that rates for the customers in the KTC exchange will remain at the
same levels and there will be no increase in rates for at least 18 months. Further, the
Bowars are prevented from recovering any of the acquisition adjustment through local
rates




vii
Any existing public safety services currently provided will continue.
Vil

The Commussion has determined that there will be no change in the amount of taxes
paid as a result of the sale of stock

IX

The Comrmission has determined that the Bowars have the ability to provide modern
state-of-the-art telecommunications services that will facilitate economic development,
telemedicine, and distance learning in rural South Dakota after the sale

X
The Commission approves the sale of stock of KTC to the Bowars

Pursuant to SDCL Chapter 1-26, the Commission hereby enters its final decision
in this docket. It is therefore

ORDERED that the sale of stock of KTC to the Bowars is approved subject to the
Conditions of Sale

PLEASE TAKE NOTICE that this Decision and Order in Docket TC98-114 was duly
entered this _/& % _ of September, 1998, and filed in the Commission’s docket

x

Dated at Pierre, South Dakota, this /£ day of September, 1998

CERTIFICATE OF SERVICE BY ORDER OF THE COMMI§ION

e undersgned heredy centfies

st by facsumie of by frst class mad i properly
addressed evacpes. W Charges prepaxd thereon
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Date




ARNETT

RECEIVED

October 29, 1998

William Bullard
tive Director
ties Commission

Execu
th Dakota Public Ut

of South Dakota
500 East Capitol
Pierre, South Dakota 57501
the Majonty of Kennebee Telephone Company, Inc
donna M. Bowar

Docket No. TC98-114

al and eleven copies of the Verification of Closir
Also enclosed is a Certificate of

Dear Mr. Bullard
Enclosed please find an or

of Rod and Donna Bowar in the above-entitled Docket
Very truly yours

MOSS & BARNETT
A Professional Association

Michae! J. Bradley

MIB jjh
Enclosures
cc: All parties of




RECEIVED

BEFORE THE PUBLIC UTILITIES COMMISSION 1T

OF THE STATE OF SOUTH DAKOTA B3

JUTH DAKOTA PUBLY
JITILIT) MMISSION

IN THE MATTER OF THE SALE OF THE
MAUJORITY OF KENNEBEC TELEPHONE TC98-114

COMPANY, INC. STOCK TO
ROD AND DONNA BOWAR VERIFICATION OF CLOSING

The South Dakota Public Utiliies Commission issued an Order Approving Sale
of Stock, dated September 10, 1998, granting Rod and Donna Bowar authority to
purchase the majority of the stock of the Kennebec Telephone Company, Inc.

On September 30, 1998, the sale of stock of Kennebec Telephone Company,
Inc. to Rod and Donna Bowar was completed.

Vernfication

Rod Bowar hereby verifies that the information contained in this document is

true and correct to the best of his knowledge
>/ ez

Rod Bowar

_Subscribed and sworn before me this
bt day of (rohcy . 1998

O Ui \

Notary Public

Qoene £x(




Certificate of Service

I hereby certify that an original and eleven copies of the Verification of Closing were
nt via Federal Express on the 29th day of October, 1998, 10 the following

William Bullard

Executive Director

South Dakota Public Utllities Commission
State of South Dakota

500 East Capitol

Pierre, South Dakota 57501

and a true and correct copy sent by Federal Express to the following

Rolayne Wiest

South Dakota Public Utilities Commission
Capitol Building

500 East Capitol

Picrre, South Dakota 57501

and a true and correct copy by United States mail, postage prepaid thereon, to the persons on
d i

the attac st

PR
A o). TIMADY
Jean ). Hunsinger




Rod Bowar
Kennebee Telephone Company
PO Box 158

Kennebee, SD 57544

Steven M. Maun
Baird. Holm, McEachen
Pedersen, Hamann & Strasheim

1500 Woodmen "ower
Omaha, NE 68102
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