






































































































































































































































































































































SCHEDULE 3(kl(c) 

MATERIAL ADVERSE CHANGE 

1. Received from NECA $2,470 less than the amount shown as a "NECA 
Receivable" on the December 31, 1996 balance sheet. 



SCHEDULE 3111 

CHANGES SINCE DECEMBER 31 1996 

(iii The Company anticipates entering into an amendment to it s operating 
agreement with Express Communications, Inc. 

l iv) The Company hes not increased compensation or bonuses, payable to 
employees, except in the ordinary course of business in a manner consistent with 
historical practices, and effective July 1, 1997, the Company's Bo8rd of Directors 
approved payment of a special one-time bonus of $250,000 to each Richard W. 
Connors and Patrick T. Connors in recognition of their more than 25 years of service 
to and leadership of the Company. The Company is obligated to pay the bonuses in 
the first quarter of 1998. 

(vi See (iv) above. 

(vii) EPS Technologies, a T-1 customer of Company, hes moved from 
Jefferson, South Dakota to Omaha, Nebraska, which has resulted in a loss of business 
for the Company. 

(viii) See (iv) above. 

The Company has spent approximately $140,000 cash on construction 
of ne\'\a facilities required because Union County widened the county road. 



SCHEDULE 3iol 

EMPLOYEE BENEFIT PLANS 

1. Combined Insurance Company of America Long Term Disability Policy, 
Policy Forni 19698-50, Policy No. KS 44 9611 -0290 (group no. KO 44 42271 , 
effective July 1, 1995, for all employees with a minimum of thirty (30) hours per 
week. 

2. Employee Benefit Plan pursuant to Simplified Employee Pension-Individual 
Ret irement Account Contributions Agreement under Section 4081k) of the I.R.C., 
dated October 12, 1994. 

3. Split-Dollar life Insurance Policy for Richard W. Connors issued by 
Federal Kemµer Life Assurance Company, Policy No. FK503-7622, in the face amount 
of $1 mill ion, issued September 5, 1991 , to fund the Stockholder Cross Purchase 
Agreement between Richard W. and Patr ick T. Connors. 

4 . Split -Dollar Life Insurance Policy for Patrick T. Connors issued by Federal 
Kdmper Life Assurance Company, Policy No. FK503-7623, in the face amount of $1 
million, issued September 5, 1991 , to fund the Stockholder Cross Purchase 
Agreement between Richard W. and Patrick T. Connors. 

5. Salary Continuation Agreement for Richard W. Connors, dated January 
6, 1992. by and between Jefferson Telephone Company, Inc. and Richard W. 
Connors. The Comp1my will terminate this agreement at Closing. 

6. Salary Continua tion Agreement for Patrick T. Connors, dated January 6, 
1992, by and between Jefferson Telephone Company, Inc. and Patrick T. Connors. 
The Company will terminate this agreement at Closing. 

7. OPASTCO Benefit Plan, Group No. 656133-10-59, providing traditional 
medical , standard dental and employee life insurance coverage to all employees of the 
Company. 

8. Life Investors Insurance Company of America life insurance policy on 
Tom J . Connors, Policy No. 110 01 1962825, with a face amount of $75,000, issued 
May 17, 1995. 

9. The Company has no formal vacation policy and none of the employees 
of the Company has accrued vacation time or pay. 

10. The Company has no formal bonus plan for its employees, although the 
Board of Directors of the Company has typically given an annual bonus to the majority 
,.., f : t c- ,....., .., ,,..,.,. ,.,. 1-. ,.,.,.A ,. .. ,.,. •• • : .. ' •••• •• : ... , -' '•• •••- -• •-• •• t • , , 



11 . Security Connecticut Life Insurance Companvflexible premium adjustable 
Life Insurance Policy , Policy No. 00798276G for Richard W. Connors, in the amount 
of $100,000, effective September 1, 1991. 

12. Security Connecticut !..ife Insurance Companv flexible premium adjustable 
Life Insurance Policy , Policv No. 007982770 for Patrick Connors, in the amount of 
$100,000, effective September 1, 1991 . 

13. The Company adopted a written medical benefit plan, effective January 
1. 1979, which reimburses Companv officers up to the amount of $1 ,500 per year, 
for the medical expenses of the officer , his or her spouse and his or her dependent 
children. 



SCHEDULE J(p) 

ENVIRONMENTAL MATTERS 

The gas station located across the street from the Company's main office is 
being monitored for environmental contamination . As a part of that monitoring , two 
monitoring ·Netls were placed on the Company 's property. The Company is not aware 
of any environmental contamination on its property, nor has it has it been served w ith 
any notir.es stating such fact . The Company has been advised that water runs away 
from the Company 's property towards the gas station and. thus, the Company 
assumes that any contamination beneath the gas station, if any, has not also 
contaminated the Company's property. 



SCHEDULE J(ql 

INTELLECTUAL PBQPEBIY 

The Company has registered the corporate name of the Company as a 
corpora tion in the State of South Dakota and owns any common law trademark rights 
associated therewith. 



SCHEDULE 31rl 

REAL PROPERTY 

1. The Company leases approximately t wo (2) acres of land, on which it 
stores rr,.;?erials in two (2) storage buildings. One building is approximately 100X40, 
while the c,ther is approximately 30X50. The rental payment for this property is $250 
per monI i1 . The Company has only an oral agreement with the owner for the lease 
of this property. 

2. The Company owns the following parcels of land: 

(al The West Ten 110) feet of lot three (31 end all of Lot Four 
(41. of Block three (31, of the Town of Jefferson, Union 
County, South Dakota; 

(bl The Southerly 75 Feet of lot Eight 18), in Block Three 131, 
of the Original Townsite of Jefferson, South Dakota, being 
a rectangular tract the Southerly boundary being North 
Rail road Street and the Westerly boundary, Fourth Street in 
said Town of Jefferson, subject to easements and right of 
ways now existing of record; and 

(cl Tho Easterly Thirty (30) feet of lot Five (5) of Block Three 
(3) of the original Town of Jefferson, Union County, South 
Dakota. 



SCHEDULE 311) 

l . Certificate of Authority issued by the South Dakota Public Utilities 
Commi!,ion. 



SCHEDULE J(v) 

1. Combined Insurance Company of America Long Term Disability Policy, 
Policy Fo•m 19698-SD, Policy No. K5 44 9611 -0290 (group no. KO 44 4227), 
effective July l , 1995, for all employees with a minimum of thirty (30) hours per 
week . 

2. Split -Dollar Life Insurance Policy for Richard W . Connors issued by 
Federal Kemper Life Assurance Company, Policy No. FK503-7622, in the fece amount 
of $1 million, issued September 5, 1991 , to fund the Stockholder Cross Purchase 
Agreement between Richard W. and Patrick T. Connors. 

3 . Split-Dollar Life Insurance Policy for Patrick T. Connors issued by Federal 
Kemper Life Assurance Company, Policy No. FK503-7623, in the face amount of $1 
million, issued September 5, 1991 , to fund the Stockholder Cross Purchase 
Agreement betw een Richard W. and Patrick T. Connors. 

4 . life Investors Insurance Company of America life insurance policy on 
Tom J . Connors, Policy No. 110011962825, with a face amount of $75,000, issued 
May 17, 1995. 

5. National Farmers Union Standard Insurance Company for Jefferson 
Telephone Exchange, et. al. , effective until December 31, 1997. 

General Liability {Commercial General 
and Contractor's Protective) 

Automobile Liability 
($ 1 mill ion combined single limit) 

Umbrella 
(Each occurrence and aggregate 
$2 million) 

Workers ' Compensation and Employer's 
Liability 

Real and Personal Property 

Policy No. 2RU0153428 

Policy No. 2RU0153428 

Policv No. 2CB0153429 

Pol icy No. 2WC0153432 

Policy No. 2RU0153428 

Directors, Officers and Managers Insurance Policy No. 2000153431 
and Company Reimbursement 
1$1 million) 



NEXT 

DOCUMENT (S) 

BEST IMAGE 

POSSIBLE 



• Security Connecticut Life Insurance Company flexible premium adjustable 
Jrance Policy, Policy No. 00798276G for Richard W. Connors, in the amount 
),000, effective September 1, 1991 . 

:. Security Connecticut Life Insurance Company flexible premium adjustable 
urance Policy, Policy No. 007982770 for Patrick Connors, in the amount of 
00, effective September 1, 1991. 



SCHEDULE 5feJ 

1. The Company owns the fo llowing parcels of land: 

OW/1/EO REAL PROPERn'. 

faJ The West Ten l!OJ feet of Lot three l3J and all of Lo t Four 
f4J , of Block three l3J, of the Town of Jefferson, L'nion County, South Dakota; 

lbl The Southerly 75 Feet of Lot Eight 181, in Block Three l3J, 
of the Original Townsire of Jefferson, South Dakota, being 
a rectangular tract the Southerly boundary being 1\/orth 
Railroad Street and the Westerly boundary, Fourth Street in 
said Town of Jefferson, subject to easements and righ t of 
ways now existing of record; and 

lei The Easterly Thirty l30J feet of Lor Five ISJ of Block Three 
131 of the original Town of Jefferson, Union County, South Dakota. 



SCHEDULE 6/clliiil 

&QUIRED CONSENTS AND APPROIIAJ.§ 

1. South Dakota Public U1ilities Commission. 



Ccnifis:ills o(Sso·ics 

Applico
1
1i~~f~~~~i~~; ~ J~m:,

1
n ~~l;~~;e c~tC:ndfJ~1n-=~~~

0
u~fc~\i!~~tLc. 

and lhc Rcqucsl for Confident ial Treatment of lnfonnation filed on behalf of Jefferson 
Communications. LLC wen: sent \.'lo Federal Express on the 22nd day of September, 1997, to 
the followbg: 

William Bullard 
Executive Oiree1or 
South Oako10 Publ ic U1ilitics Commission 
State of South Dnkoua 
S00 East C11pi1ol 
Pierre, South Oako!.11 S7501 

o.nd a true ar.d correct copy dcposi1ed in10 the Uni1ed States Mail, postage prcp.,id. Bddrcssed to 
the following: 

Rol11ync Wiest 
South Dako!.11 Public U1ilitics Commission 

fOt~C~';t,~, 
Pierre. South Dako!.11 57501 

and a true and correct copy by Federal Express or United States Mail. postogc prepaid. lo the 
persons on the attached list. 

,1¾ I ) . fl.~ 
Jean J. Hwisingcr 



Richard W. Connors 
President 
Jefferson Telephone Co. 
POil-Os 128 
Jefferson. SD 57038 

Paul Bcr~•.innn 
Long 1.ir.cs. Ltd. 
600 SU:\'ens Pon Drive. #150 
Dakota Dunes. SD 57049 

ll2"6612%1M0IIOOC-



RECEIVED 

SEP i l 1997 
BEFOR~ THE PUBLIC UTILITIES COMM ISSION5OUTH DA,OTA PUBLIC 

OF THE STATE OF SOUTH DAKOTA UTILITIES COMMISSION 

IN THE MAlTER OF THE SALE OF THE 
STOCK OF JEFFERSO, TELEPHONE CO. 
TO JEFFE RSON COMMUNICATIONS. LLC 

TC97-

REQUEST FOR CONFIDENTIAL TREATMENT OF INFORMATION 

Pui-suant to ARSD 20: I 0;0 1 :41. Jefferson Communications. LLC (-Jefferson 

Communicntions"'), through its undersigned attorney. Michael J. Bradley. requests that the 

attached original and eleven copies or page I or 1hc Stock Purchase Agreement. enclosed in a 

scaled envelope and appropriately marked. be afforded confidential treatment as provided for 

in ARSO 40:10:01 :40 and 40: 10:0 1:42 through 44. In support of this request. Jefferson 

Communications states as follows: 

I. The document in the attached scaled envelope is page I from the Stock 

Purchase Agreement between Jefferson Communications and the current stockholders of 

Jefferson Telephone Co. This page contains the agreed upon purchnsc price for the stock or 

Jr:ITerson Telephone Co. 

2. The length of time fo r which confidentiality is being requested is ten years. 

3. lhc name. address and lclephonc number of1hc J)t"f'SOn lo be contacted 

regarding this reques1 is: 

Michael J. Bradley 
MOSS & llARNETT 
A Professional Association 
-'800 Norwest Center 
90 South Sc\'enth Street 
Minneapolis. Minnesota 55402 
Telephone: 612-347-0337 



4. A trade secret is defined in SDCt 37-29- 1{4) us infonnation which derives 

economic \'aluc from nol being b>enemlly known to persons who CWl obtain 1.-conomic \'aluc 

from its disclosure. 

5. Telephone companies have generally treated the purchase price of1clephone 

companirs. whether an asset transfer or a stock acquisition. as confidential, Inking efTorts 10 

p~\·en: its disclosure. Jefferson Communications has taken this precaution because the 

infonnnlion could adversely afTect the purchase price of future sales and acquisitions by 

JcfTcrson Communications. Finally. the purchase price paid for the stock of JcfTerson 

Telephone Co. is not a matter of public interes1: it is strictly confidential and private 

infonna1ion. 

6. Accordingly. Jefferson Commwtications requests that confidential protection 

be afforded to the attached documents. 

Outed: September 22. 1997 

m 1r.J?TZQu1• DOC 

Respectfully submitted. 

By 1i1L1Jb~ 
Michncl J. Bmdicf -

MOSS & DARNETf 
A Profession.al Association 
4800 Norv.·cst Center 
90 South Seventh Street 
Minneapolis. MN 55402-4129 
Telephone: 612-347-0337 

Attorneys on Behalf of Jefferson 
Communications, LLC 

----



c.TQCtl: PlJRCflAS[ AC.REf:Mf:NI 

STOC t.: I' RCIUS[ ACRE(M[l'liT d:11td U or AUJ:USI 11
5

. 1997. •mon, RICHA RD \ \ . 

COS\OR SHERYL K. CON~ORS. \I IRC INIA L CONNORS. and PATR ICK T. CONNORS (uch ii 

"St!w" andcollteto \tl} the "S!!!un. and JEFFERSON COMM UN ICATIONS. L LC. ("~11() 

PRELIMI NARY STATEMENT 

A St llt n o"n 100,, of tht 1$Sutd 1nd ouu1anding upital stock of JEFFERSON TELEPHON E CO_ 
INC a S.•:.11h Oal.011 corpor.uion (tht "Compln) " ), wh,ch Coml)ln)' is cnJlJt d in tht businus of providing loc.111 
c \Ch.tn:;t teltphone st~·icts in 1ht 1ru of Jefferson, South Oal.:011 (lhc "Business"). 

B Sclltn desire 10 sell 10 Bu}·er. and Bu~·t r duires 10 purchase from Sellel'l. all of tht 1nued and 
oumand1n, up,1.tl sto.l of1he Comp;in). on the te rms 1nd cond11 ions set fonh hemn 

C The Company owns s1ocl.: in1Crt'Sl$ in Jeffer10n Ct llular. Inc ., I Colorado corpor11ion ("JCI"), and in 
Eastern Sou1h 0:,1.ota Ccllu!;u. Inc., a South D.11,.ota corponiuon ("ESDC": JC I and ESDC, and In) othtr C'n1itit1, 
d,rcctl~ o, ,nd11ec1ly. "holl} ()( p,ani111,. O\\ntd b) tht Comp;in} 11t nch refcl'Tcd to herein Ha "Subsidiuy· inc! 

collccm el~ u the "Subs1d1.1r1es") 

D Ctn.11n 1erms u~ htrcin ue defintd in Stctoe.n I l{J) bC'Jow. 

OW. THEREFORE. for good and YlluablC' considmtion. the' rcct ipt and sufficirncy of which m here~ 
ac~lf'dgcd. SC'llcrs and Buy~r ag.rcc u follows. 

I A"rtsmsn1 10 pn rs:h:n£ ■ n g Sell Al the ClosinJ tu definC'd bC'lo••). Stllcrs sh:1 11 sell 10 Buyn . and BU)tr 
Sh.111 purch:uc from Stllm, all of 1hr iuued and oumanchn& stwn of c,1pi11l itock of 11\t: Company (th( 
"Shain"). fru and clc11 ohll ht ni, 1ntt rt~ts. rncumbrancts o, m trk tions ohny kind or na1u1t 11,,hatsot'vtr. 

/.1) ~ The anrcgltt' purch :a\ t price for tht Sh3rts (1hr ~Purchase Pricr") sh:a ll bC' S3.S00,000 
lcu the fair m11r!..e1 \~lur or 1he C\cludcd u scts shown as ucms j.(; on Schedule: 3(0, which sum shall bC' 
p3)'1blc 1n cash II Closins 10 the Stllc rs in proponion 10 thC'ir ownership of 1he Sh11cs. u sec fonh on 
E•hibitAa1t.tchedhcrc10. 

(bl ~ - Ouytr and Stllers acknowledge: 1hat as of Dcccmbt'r j l , 1996, the' Comp.1nf s b&lancr shw. 
(1t1t "D«embu 03l.1nct Shtti-). rcOtmd .. R,111ned Eamin15N of S7S7.S69 (!ht NRt1.1intd Eaminp.N) 
Bu~ t r avccs 1h.1 t it will ~y Stlltrs lht an101,1n1 ofuminJS rul izcd by tht Com~ny from D«tmbcr ;1. 
I '>96. 10 the d3lt' of Closin;. including an amount rqual 10 tht unrul iud pin durin& such pertOd on lhc 
:UOO sham of common stocl ofCommNt'I Ctllular. Inc. 0""1\Cd by 1ht Company. which taminp shall be 
dtttnn1nt'd in a m.1nnt1 mutually 1grttablC' to Buytr and Stllrn If Buytr and Stlltrs CIMOI dC'tttmint the 
Comiw,~ ·s pre-closing 1997 uminp in a mutwi11y agru ablt mannrr. the fol1owi n1 proctdurt shall bC' 
1mplcmtn1t'd. 

W,thin n,nery (90) da:-s after 1hr Closin; Datt. Buytr 1nd th, Sclltrs shall prcput I ballflCt shccl for 1he 
Comp.i.n~ u of tht close of business on the Closin1 Dale (the NClosin& Balance Shtcf'). "-hich shall bc 
mutu.tll} accrptablc 10 the: Stllers and Buyr r and 1ht1r rtspcc1i~ indC'l)C'ndtnt publ ic 1ccount:anl$. Tht 
ClosinJ: Babnct Sheet shall bC' prcp1tt d in 1cc()(dancc with GAAP and cetaiSl t nt wi th thC' Company"s pu1 

pnmcn The amount of the: PurchUt Price shall be: inc1tucd or ckcn:ucd, as tht cu e m,y bt. by 1hr 

., . PROPRIETARY 



MOSS & BARNETT 

F.IUIY- • - 1"') 

-·--

....... , ..... ~ ..... _ 
,,.,..,._-" )O.ofQ< 

J 80() NOIIWUI C 1"1D 

IIO Sonll St\'l1fTH S1un 

Tu,_,.,, !61l!JHOJOO 
p.._-w,,u tf>l.ll j)<>f,t,jf, 

J-17•0JJ7 

No\·cmbcr 7. 1997 

William Bullard 
Exccutin: Oil'\---ctor 
Soulh Dakola Public Utililics Commission 
State or South Dakoia 
500 East Capitol 
Pierre. South Dakota 57501 

- ·--·--- ·-
- ·---
RE:CEIVED 

!>Our , ua uc 
urn. dt) l., ·A ION 

Re: In the Mauer of the Sale uf thc Stock of Jefferson Telephone Co. to Jefferson 
Communications. LLC 

Dear Mr. Bullard: 

Enclosed please find an original w,d clc\'cn copies of the Prefikd Direct Testimony o f 
James McKenna in support of the Joint Application fikd on bchalfof Jefferson Telephone Co. 
and Jefferson Communications. LLC on September 22. 1997. in the abo\'C entilled Docket Also 
enclosed is a Certificate ofSi:rvicc. 

MJB/jjh 
Enclosures 
cc: : ,\II parties of n.-cord 
IJ2.Ul!2".7•0 1' UOC 

Vcf) truly yours. 

MOSS & BARNETT 
A Professional Associat~ n 

) it~~~i)uv!!}-

~ 18%; 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

I THE MA"ITER OF Tl IE SALE OF TI IE 
STOCK OF JEFFERSON TELEPHONE co. ro 
JEFFERSON COMMUNICATIONS. LLC 

TC97- 159 

REC FI VF.D 

N 

s u ...., vauc 
ur1t11l[S ~O.".:J.t .. $10N 

PREFILED DIRECT TESTIMONY OF 

JAMES McKENNA 



Q. Please s1.;.:e your n:um.' and business address. 

A. Jaml"S Mc Kcnn:1. Onl" Riwr Place. 600 Sll"\l"nS Pott Dri\'e. Suite 150. Dakota Dun~. 

South Dakota 57049-5 149 . 

.i Q. By whom arl" you employed and \\hat is ~our posi1ion? 

s A. I am Exccuti \'C Vice Pres ident and ChicfTckcommunicmions Officer of Long Lines. 

I.Id .. "hich owns 100 pcrccm oflhc s1ock of Jefferson Communica1ions. LLC (- Jefferson 

Com munica1ions"), the purchaser o r Jefferson Telephone Co. 

B Q. What is your cduca1ionul and prolcssional Nlckgroundl 

<I A. I ob1ui ned a Bachelor or Science dcgn.-c in Dusim.-ss Admi nislrJtion from Wayne State 

IO College. Nebraska. in 1979. I ha\'e been employed in the tcll·communi~ tions industry 

11 since 1970. M y rcsponsibili1 ics ha\'e ranged from being a teh.'Communications technician 

12 with the Unih:d States Air Force. and later with Northwest Iowa Tc lephone Company. for 

IJ eight years. I was the Central Ollicc Super\ isor for li\'e years "ilh Nonhwcst Iowa 

1-1 Telephone Company. I ha,·c tx.~n the President and General Manager of Northwest Iowa 

IS Telephone Company since 1983. A more dciailcd n.-sumc is contained on Attachment D. 

16 Q. Whnt is the purpose of your testimony? 

17 A. To provide 1hc foc tual infomm tion ni:c-dcd b~• the South Dakota Public Utilities 

11 Commission r·commission"). pursuant to SIX 'L 49.3 ! •59. to evaluate Jefferson 

19 Communications· rcqucs1 for Com mission approval o r its stock purchosc of Jellerson 

20 Tclcphoni: Co. 

21 Q. Pleusc de-scribe Lo ng Lini:s . Ltd."s current local tc-11..-communications operations. 



A. Auac hmcn1 A to my tcslimony is an Organi 1..ational Char1 showing 1hc divisions and 

subsidiaries o f Long Lines. Ltd . Of those. lh!! follo\\'ing pro\'idc telccommunica1ions 

services: 

Northwest lowu Tckphom.· Company t··NWI"): WI is nn independent 1elephone 

compan., \\hich began opcr.11ions in 1941 scr\'ing the !owns of Sergeant Bluff. Salix and 

Sloa11 in lm\a. NWI is a provider o f loca l h:h.-phonc service, libcr op1ic circuits. Centrex 

scn ·icc. ISDN St."rvicc. \'Diec muil. and cable telev ision. NWI has 20 employees nnd will 

prO\•idc cnginc1.:ring. switching. bi ll ing. managerial. accounting and outside plant suppon 

10 Jefferson Telephone Co. N\V I is located only 22 miles from Jefferson Telephone Co. 

10 Fxrt'I Struril Y Im·: [xccl Security. Inc. is a full-service security comJ)3ny that 

11 designs. in.si:tlls. scn ·iccs. and monitors both residential and commercial security. fire 

12 alarm, c losed circuit television. and access control systems. Exccl's ccntrul monitoring 

11 station is equipped\\ ith the most technologically advanced monitoril\g equipment and 

14 trained professionals. 

15 Pimwrc I told in1•: Pionl'l:'r. a partnership between Long Lines. Ltd .. Northwest Iowa 

16 PowcrCooperati\'C and MCI. is commiucd to bringing competitive local telephone 

17 sen·ice. internet and hi gh-SJX.-ed in1eme1 access. cable television and other modem 

11 communications scn•iccs to rural America. l'ionccr"s background support and services 

19 help to strengthen the unique relationship loca l providers have with their customers in 

20 towns nnd n1ral communities. ll1is mak1..-s l' ionccr" s efforts unique in the 



telecommuric:nions industry. The communication networks designed by Pioneer and its 

partners allow the communilit.-s being served to he competitive on a global scale. 

"'~iouxl AN com: SiouxLAN.com. Siouxl:md 's first commercial Internet Server. 

pro\ ides a wide variety of informniion on current C\'Cnts and go\'cmment. and gives area 

businc.-sscs the ability to market their products and sen ·iccs on the internet. 

6 Q. Pleas.:· describe Jefferson Telephone Co. 

A. Jefferson Te lephone Co. is a fan1ily-owned. independent telephone company serving 

the residents of JcfTerson and the surrounding area. Jefferson is situated in the southeast 

corner of South Da.lmmjust east of Interstate 2') on South Dakota Highway 105. The 

10 Company scn·c.-s approximately 550 acces..,; lines. Jefferson Telephone Co. docs not ha\'e 

11 existiog extended area sen ice 10 any other communities. The Company is using a 

12 DMS-10 switch. Tht.• two existing Jefferson Telephone Co. employees y,i JI be: retained to 

13 provide loca l repair and maintenance si:rviccs. 

14 THE IMPACT Ofl'ltE SALEON RATES 

15 Q. Will the sale result in n r.i te increase for customers of Jefferson Telephone Co.? 

16 A. No. The sale will not cause rates 10 inm:asc. and no rate design changes llTC 

17 contemplated. In addi tion. Jefferson Communicu1ions agn.-es not to increase rates or 

11 change rote design. except in n.-sponsc 10 a Commission Order or to reflect a change in 

19 local ta.x r.m .. -s on a now through basis. for a period of 18 months from the dale of the 

20 closing. 



Q. What switched acc1.-ss rmcs will be ch::irl!ed 10 intercxchungc 10II carriers. and wha1 is the 

basis for these mies'! 

J A. The ex ist ing switched access rates wi ll not change as a result of this snk. Rates will only 

chani;c if the Commission orders a chansc pursuant 10 its ongoing rcgulnli on of switched 

acccss raics. 

TIIE IMPACT OF THE SALE ON SERVICES 

7 Q. Whm :il!n ices will be ofll'n:d tHicr this s.:tk is approved? 

1 A. All Sl!rviccs curren1 ly pro,•idcd by Jefferson Telephone Co. will continue to be: avai lable 

nfler the sale. Within six months of the clo:iing. switch chnngt.-s will be mode that will 

10 permit Jefferson Telephone Co. to offer stme-of-thc art serv ices. including ISDN. nil 

11 CL1\ SS services. and voice mail. 

12 Q. Will the Company offer distance lea.min£ and 1clc-mcdici ne services? 

11 A. Yes. While the only school in Jefferson is scheduled to be closed. we an: commiued to 

14 working with the school administration and heal th organizations to meet all of their 

15 communications needs. including distance learning and 1clc-mcdicinc. NWI has 

16 cxlensi ,·e experience in providing di stnnce learning. 

17 Q. Will cmergenc) scrvic1.-s he affected by the sale? 

IS A. 'o. We will continue existing E9l I scn ·kl-S and will work with the county whenever its 

19 needs chnnge. We will also provide thl" l' OUnt) wi th accurotc data for its data bases. 

20 Q . Will customers of kfferson T clcphonl" Co. ha, l" local access 10 the internet using local 

21 calling'! 



A. Yes. Cus1omers may h:I\C local accc-ss to Pio111..'<.'r ln1cmc1. a.n aniliatc of Jefferson 

Communica1ions. 

FACILITIES 

.i Q. Arc swi1ching or other lacilit~ changes currcmly contcmpla1cd? 

s A. Yes. Wi1hin six months of the close of the s.1k. a rcmo1e DMS-100 will be ins1alled. 

which wil l home off of N\Vl"s hos! D~·IS-1 00 located in Sergeant Bluff. Iowa. 

lnst:illa1ion of this r'-°lllOtc- switch will signilicantly increase Jefferson Telephone Co. ·s 

ability 10 offer stah:-of-thc·art services. \V,.: \\ ill also install ahcmativc toll routing 

facilities 10 reduce the risk thu1 a fiber cut ,,ould in1erferc with in1crexchange calling. We 

10 Mc in the proc1..-ss of e\'aluating the existing outside plant and will replace any faci li1ies 

11 that do not meet current engineering standards. The Company will. of course, repair and 

12 replace facilities as needed and wi ll upgmd.: its facilities when needed to provide new 

11 scn •iccs 10 the customers. We ha,•e budgeted S450.000 in the first three years on faci li1y 

1-1 upgrades and maimenwm:. 

IS CUSTOMER SERVICES AND REPAIRS 

16 Q. I-low will customer scn ·ices and repairs be r rm ic.lcd after the sale'! 

17 A. The customers should 1101 notice any change in elastomer services nnd repairs. First. 

11 JcfTerson Tclephom· Co.·s employees will be rciaincd and continue to operate out of the 

19 JdTcrson central office. SL-cond. those employees \\ ill have access to the back-up 

20 support. us nccessnry. from NW I. located only 22 mi les away. Third. customers will 



continw: t1l OC able to make service and bil ling inquiries by callin g a local telephone 

number. 

ECONOM IC DEVELOPMENT 

4 Q. Mo\, " ill the stock purchtL'iC aO\!ct economic de, clopment'! 

5 A. It should ha, c u posili \'c impac1. Firs1. we \\ill prov ide s tate-of-the-art scn•ices. a llo wing 

Jefft·rson to compete for new businesses and to retain existing businesses Second. 

JeOerson Communications is very awan: of the impor1ance o f economic development to 

the communities it ser\'cs. and we pledge to support local econo mic development efforts. 

UNIVERSAL SERVICE .-UNO IMPACT 

10 Q. What imp.,ct. if any. will !he stock sale ha\'c on the intcrsuue uni versal service fund'! 

11 A. Because 1his is a stock sule. it will ha\'e no impact on the Company 's Study Arca and. 

12 there fore. no impact on the universal service fund. 

13 TAX CONSEQUENCES 

14 Q. What arc lhc s1a11: tax conscqucnct.-s o fthi .!> sux:k. sale? 

1.s A. None. Jefferson Tclephonl." Co. is currently 1m independent telephone company subject to 

16 gross receiptS ta.x and will continue 10 opcra1c as an independent telephone company after 

17 1hc sale. In addition. exiting services\\ ill be cominucd using the existing rates. the.Te fore . 

11 the 1,rross rt.-ccipts tax rc\'cnues to 1hc Sl·hool d istrict arc not expected to change. 

19 MANAGERIAL Q UA LIFICATION 

20 Q. Mow will the s1ock sale change 1hc management of JcfTerson Telephone Co. 



A. I will be U1 '! President or klli:rson Conununicatinns. As previously staled. my resume is 

contaim.-d in Anachm..:nt ll. 

JEffERSON COMM NICATIONS' FINANCIAL Q ALIFICATIONS 

4 Q. Has u pro fom1a been prepared showing 1he projected revenues and expenses related 10 

1hc t'pcration of the Company afler the sale'! 

6 A. Yes. 1\ proprietary exhibit con1aining a pro fomm net income statement. :-\ c:ash flow 

smtcment. and a balance sheet ha.,.e been prepared and filed along with this testimony. 

8 Q. How will Jefferson Communications fin:111cc this acquisition? 

9 A. Jefferson Communica1ions will borrow approxinmtdy $2.625.00. The ba!ance will be 

10 financed through capital provided to Jefferson Communica1ions by Long Lines. Ltd. 

11 FCC APPROVAL IS NOT REQUIRED 

12 Q. Is FCC approval of 1his stock sale required'! 

ll A. No. 

" CONCLUSION 

15 Q. In your opinion. is this purchase in the public inten.-st'? 

16 A. Y,;.-s. JcHCrson Telephone Co. wil l be a subsidiary of a company(Long Lines, Ltd.) with 

17 more di\'crse telephone hold ings and economic strength than the current owners of the 

18 Company. Consequently. we will be b:ncr positioned t'> help the Company suec~d in 

!9 the changing environment faced by local telephone companil-s. The new management of 

20 the Company wi ll also hu\'c access 10 broader expertise than the cWTCnt management of 

21 the Company. Rates \\i ll not increase as a resuh of the saJc. Al l existing services wi ll be 



retained. and new siatc-of-art scrvius will quick ly b\.-come available. Service questions 

will continue to be handled locally. The Company will also be o strong participant in 

local economic development projects. dislance learning. tclc-mcdicinc. and whalcvcr 

oLtsicr services are nc.-t."<lcd to mokc kOl-rson a strong and \'iablc community. 

s Q. Docs this conclude your test imony? 

6 A. Yes 
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JAMES J. MCKENNA 
PRESIDENT 

NORTHWEST IOWA TELEPHONE COMPANY 

Jim's career spans the entire gamut of -the telecommunications industry; from his 
experience in the US. Military with handling and supervising operator services to 
today':. responsibility fo r the direct management of our Northwest Iowa Telephone 
Company. Jim's technical knowledge, as well as his management skills, brings to Long 
Lines, Ltd., the professionalism and expertise to round out our overall management 
team. It should not be overlooked that Jim McKenna was the individual who 
discovered the E.qual Access capability for MO back in 1981. 

Employment History 

1983 - Present 

1978 - 1983 

1973 . 1978 

1970 - 1973 

Education 

President and General Manager 
Northwest Iowa Telephone Company 

Control Office Supervisor 
Northwest Iowa Telephone Company 

Combination Technician 
Northwest Iowa Telephone Company 

Telecommunications Technician 
United States Air Force 

Wayne State College- Wayne, Nebraska - 1979 
Bachelor of Science Degree - Business Administration 

Civic Activities 

Westwood Community School Board - Sloan, Iowa 
City of Salix, Iowa - City Council - 1979 to 1986 
City of Salix, Iowa - Fire & Rescue Dept. - 1974 to Present 



Ct:nificalL" offo-o,in:: 

I hereby certify duu an original and clcvcn copies of the abo\'C Md foregoing Prctiled 
Din.-cl Testimony of James McKenna in supJXtn of the Joi ni Application tiled on behalf of 
Jefferson Telephone Co. and Jefferson Communica1ions. LLC were sent via Feder.ii Express on 
1hc 71h day of No\'embcr. 1997. to the following : 

William Bullard 
Ex"--cuth c Director 
South Dakota Public Utilities Commission 
State of South Dakow 
500 East Capi1ol 
Pierre. South D:iko1a S7S01 

and a true und corrcc1 copy deposited into the United Suucs Mail. postage prepaid, addressed to 
the following: 

Rola\'nc Wiest 
South D.:iko1a Public lh ili1i1."s Commission 
Capitol Building 
500 East Capi10I 
Ptcrrc. South Dakow 57S01 

and a I.rue ru1d correc1 cop)' by FcdcrJI Express or United Sw1cs Mail. postuge prepaid. to the 
persons on lhc attacht.-d hst . 

..1-.. 



Richard \V. Conno~ 
President 
JcOCrson Tckphonc Co. 
P0Box l 28 
Jefferson. SD 57038 

Paul Bergmann 
Long Lines. Lid. 
600 Stcv:ns Port Drive. #ISO 
Dakota Uunes. SD 57049 

James McKcnna 
Northwest Jowu Telephone Company 
504 Fourth Sln."Ct 
Sergeant Bluff. IA 51 OS4 

Steven M Maun 
Baird. Holm. McEochcn. 

Pedersen. Hamann & Strusheim 
1500 Woodmen Tower 
Omaha, E 68 I 02 

IJ2~e7MOl 1 DO(' 



MOSS & BARNETT 

NOV 1 2 1997 
IOUTH DAKOTA PUBLIC 
JIIU TIES COMMISSION 

-•0-
-·•-1" ...,.._,,_. 

,----.. 

,_, _,. .. ~--·­
- ,~ - ·--· 

William Bull:ml 
Executi,·c Din..-clor 

Al'w•ua.:,,.,.., 

.aMl(I N ,•¥o·ln CJ..VJ'U 

90 'fl t S.,..1 . ..-n1 St~U'T 

M1s,l'.A POUS M1-.,uo,-,,_ SS-&02-1129 

Ttu.-1f>Ul) H OJOO 

f A4')t\Ul.l jtil211J96616 

J.17.()JJ7 

November 11. 1997 

South Dnkota Public U1ilitics Commission 
State of South Dakota 
500 l;Mt Capi tol 
Pierre. South Dakola 5750 1 

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

Re. In the Maner of the Sale o rthc Stock of Jefferson Telephone Co. 10 Jefferson 
Communications. LLC 
Docket No. TC97-159 

Dear ~'1r. Bullrud: 

Enclosed please find an original and eleven copies of the Request for Confidential 
Treatment oflnfonn.:uion and the l'roprictary Pro Fonna Financial Projc-ctions filed on behalf of 
JclfeTSOn Communications. LLC in the above cntilled Docket. These docwncnlS ntt an Exhibit 
to the Prcfilcd Tcs1imony of Jruncs McKcnnn. ,,hich was mailed on November 7. 1997. 

Also enclosed is n Nonpropriebr)' exhibit sho\\ing the Capital Expenditure Projeclion for 
the fi~1 three years of opt.TOtion. This is also an Exhibit 10 James McKronn·s Testimony. 

This mancr is now ready fo r consideration by the Commission. The only info rmation 
missing is a commitmcm lcltcr for the con1cmpla1ed loon. llut lcller should be a\'ailablc by the 
lime the hearing required by SDCL 49-3 1-59 i:-. conducted. 



MO SS & BARNETT 
A h<ln.~ AIN"CU"°" 

William Bullard 
NO\'Cmbcr 11 . 1997 
Poge 2 

As was noted in the Sep1cmbcr 22. 1997 Join1 Applic.ation. the parties hope to close lhc 
stock sale by December 31. 1997. Therefore. the parties respectfully request the Commission' 
assistance in sch1..-duling the necessary proceedings to mnkc that possible. 

MJB/jjh 
Enclosures 
cc: Rolaync Wiest 

Paul Bergmann 
Stc\'cn Maun w/o enclosures 
Richard W. Connors w/o cncloswes 

IJH~w..,,0 11 IXJC 

Very truly yours. 

MOSS & BARNETT 
A f"rofcssional Association 



BEFORE T HE PUBLIC T ILITIES COMMISSION 
OFTIIE STATE OF SOUTH DAKOTA 

RECEIVED 
Nov 12 1997 

,)( ,_.AKor4 PUst 
•• CO<\V,ttss,o, 

IN TIIE MA.TTER OF T l-IE SALE OF TIIE 
STOCK OF JEFFERSON TELEPHONE CO. 
TO JEFFERSON COMMUNICATIONS. I.LC 

TC97-159 

REQUEST FOR CONFIDENTIAL TREATMENT OF INFORMATION 

P.Jrsuam 10 ARSD 20:10:01 :41 . Jefferson Communical ions.1.LC ("Jefferson 

Communications""). 1hrough iLS undersigned anomcy. Michael J. Bradley. requests tha! the 

auached original and dc,·cn copies of 1he Profonna Balance Sheet. Profonna Statement of 

Income and Capilal Expendi ture Proj1..-c1ion, enclosed in a scaled cm•clopc and appropriately 

marked. be afforded confidential treatment us pro,•idcd for in AilSD 40: 10:01 :40 and 

40:10:01:42 through 44. In support of this rcqucsl. Jefferson Communications stntcs as follows: 

I. The documents in the attnchcd scalt.-d em•clopc: arc entitled ns follows : 

Jefferson Telephone Company. Inc. Profonna Balance Sheet: 
Je fferson Telephone Company. Inc. Proforma Statemen1 of Income: and 

Jefferson Telephone Company Capital Expc.ndilurc rrojeclion 

The pro fomm comains the forcca.stcd income suucmcnt. cash flow stn1cmcnt. and 

b.Jlance shcc1 fo r Jefferson Telephone Co .• for the years 1998 ihrough 2000. and should be 

lrealcd ~ confidential for 1hc protec1ion of Jcm.-rson Communica1ions. 

2. The length of time for which confiden1iali1y is being requested is five )'cars. 

3. The ruunc. address and 1clcphone number of the person to be con1ac1cd regarding this 

request is: 



Michael J. Bradley 
MOSS & BARNET!' 
A Professional Association 
4800 Norwcsl Cenler 
90 Soulh Sevenlh Strtcl 
Minneapolis. Minneso1n 55402 
Tcl<phone: 612-347-0337 

4. A trade secret is defined in SDCL 37-29- 1(4) as infommlion which deri\'CS c..'Conomic 

value from nol being gcncmlly known 10 persons who can obtain <..'Conomic ,·ul uc.• from ils 

disclosure. 

5. Telephone companies have always treated this t)'pc ofinfonnation as confidential. 

taking efforts to prevent its disclosure. They have taken 1his precaution because the infonna1ion 

includes 1hc company's rcvcnuc..-s by clllSS of service. expenses and net income. This infonnation 

would tui. ,·c L-conomic \'Uluc hJ potcn1ial compc1itors. The informoiion contained in the pro 

forma is no! a matter of public interest: it is stric1ly confidcn1ial and private information. 

6. Accordingly. Jefferson Communicalions rcqucsis that confidential protection be 

afforded 10 the anachcd documents. 

Oaicd: No\'cmbcr 1 l. 1997 

IJ50-lbl?W7u 01'DCX: 

Respectfully submitted. 

MOSS & BARNETT 
A Professional Association 
4800 1 orwcs1 Center 
90 South Seventh Strttt 
Minneapolis. MN 55402-4129 
Telephone: 612-347-0337 

Attorneys on Behalf of Jefferson 
Comrnunicalions. LLC 
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• • 
RESPONSE TO THE REQUESTS FOR INFORMATION 

I. Please pro,•idc a list of all owners and employees currcntly in\'Ol\'ed in thc 
operation of Jefferson Telephone Co. and a brief descrip1ion of thei r duties and 
responsibilities. Please also pro\'idc the corTcsponding employees or o...,11crs that 
.... ; 11 assume these duties and rc-sponsibililics upon consummation of the Sale of 
Stock and a brief description of thei r qualifications. 

Richard Connors 
Patrick Connors 
Sheryl Connors 
Tom Connors 
Ann Bowden 
Kevin Connors 

Cua:rnt Emp!OYS:C:$ 

Man:igcr/Accountant 
Ccntr.il Office and Outside Plant Munagcr & Technician 
Part time secretary (4 to 8 hours per week) 
T echnicilln. customer service 
P.u1 time bookkeeper 
Seasonal employee 

EmpJqyc:cs AOc:r the: Snlc: 

Same as abo,·c except that James McKcnna Y.ill replace Richard Connors as the Manager 
of the Company. Jim McKcnn.a·s qualifications are described in his testimony. Richard Connors 
will be available on a consuhing basis. Sheryl Connors ...,;11 also resign. 

Pkasc pro"iac a copy of all existing rates of Jefferson Telephone Co. 

City Residence S 7.50 
Cit>· Business SI J.50 
Rural Residence SI 0.00 
Rural Business Sl7.50 

Cus1om Calling Features (Oigi1onc. call wailing. call forwarding. 
3-way calling. 8 speed dial. 30 speed dial) 

I feature Sl.00 
2 fi .. -aturcs SI.SO 
3 features S2.00 
.J fea1urc-s S2.25 
5 features S2.50 



• 
Residential installation 
Bu.jU')C$$ installation 
Trip charge 

S17.50 
Sl&.75 
S &.25 

• 
J. Is local intemcl access now available 10 the customers in the affected 
CM;h..,ngc? 

Yo. Jefferson Telephone Co. pro\'idcs local internet access through 56 K-fmmc rcl:iy in 
agreement \\ith Cybcmcx. Inc. of Sioux Falls for $24.95 per month for unlimi1ed usage. After 
the sale. customers will gain local access to an additional internet provider. Pioneer Internet. at 
S24.50 per month for unlimited usage. $22.95 per month for unlimited usnge with a 13 month 
contract. and S9.95 per month for 10 hours \l+ith an additional charge for usage in excess of 
10 hours. 

4. Please pro\idc a copy oflhc most recent available balance sheet and 
income statement for Long Lines. Lid. 

Sec an.ached Proprietary response. 

5. Please provide a list of all. ifan)', complaint proceedings brought agai nst 
Northwest Iowa Telephone Co. before a State Regulatory Agency in lhc State of 
Iowa regarding the provisioning or telttornmunications service since 1/1193. a 
brief descriptiou of the complaints and the results or the proceedings. 

Two complaints tuwe been filed "'ith the Iowa Utili ties Board concerning Northwestern 
Iowa Telephone Co. ("NWJ7 since 1993. Both invol\'cd the disconnection or service for 
nonpayment or local service. Attached is a copy or the correspondence that NWI was able to 
locale related to those two mauers. In ncithcr case was NWJ found to ha\'c acted improperly. 

6. Please describe how Jefferson Communications, LLC"s purchase is 
consistent with and furthers the purposes and directi\'CS orSDCL 49-31-60 thru 
49-3 1-o&. 

Jefferson Communications. LLC's purchase is consistent with 1111d rwthers the purposes 
and directives of SOCL 49-3 1-60 through 49-31-68 in sc,·eral respects. Those provisions seek to 
ensure .. that aJ I the citizens of South Dakota realize the ad,'a.Otagcs of the forth coming 
information age. including economic development. educational opportunities. a heightened level 

1"'6JOUl4VV01' DOC 



• • 
of medical care. and better. more efficient services from al\ lc\'Cls of go\'cmmcn1.·· As 1tw 
tcsumor\· of James McKerma indicates. Jefferson Communications. LLC is committed 10 

working ·\\ith the communil)' 10 promo1c economic dc\'clopmcnt. More dirccll)'. as a result of 
the sale. Jefferson Telephone Co. will pro\'idc sta1c-of-thc•:ut services. allowing Jefferson 10 

compete for new businesses and retain existing businesses. Jefferson Communications hns also 
plcd1;cd 10 work "ith the school administr.uion and health organizations .. to meet al l of their 
communice•ions needs. including distance learning and tclc-medicine." 

Ir, addition. within six months of the closi ng. switch changes will be made that will 
permit J"·fTcrson Telephone Co. to olTcr suue-of-the-art services. including ISDN. all CLASS 
services and \'Oicc mail. Thus. 1he sale will assisl the Company in mce1ing the narrowband 
rt..-quircmcn1s of the referenced pro"isions. 

Further. within six months of the dose of the sale. 4 rcmo1c DMS- 100 will be ins1allcd. 
"hich ,\i ll home off or a host DMS-1 00 openncd by an affiliate. Northwestern Iowa Telephone 
Co. The Compan)' will also ins1.all al1erru1tive toll routing faci lities to reduce the nsk 1ha1 a fiber 
cut would inierferc with intcrexcha.ngc calling. All of these fca1urcs are the types or 
impro,·cmcn1s encouraged by the referenced statutory pro,isions. 

In the absence of the sale. it is doub1ful that these types ofimprovcmenls would occur in 
1hc near future. 

For all of these reasons. appro\'al of 1he stock sale is consistent with 1hc .. purposes and 
dircc1ivcs" of Sections 49-3 1-60 through 49-3 1-68. inclusive. 

VERIFICATION 

Paul Bergmann. being first duly sworn. \'Crifies that. to the best of his knowledge. !ht 
above information is true and eorrec:1. 

Paul Bergmann 

SWORN TO BEFORE ME 1his 
_ day of _____ . 1997 

NOTARY PUBLIC 

H blOl,'J , \'\'0 1' DOC 
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AFFIDAVIT OF PUBLICATION 
State of South Dakota ) 

:ss 
County of Union ) 

Bruce L. Odson 

The Leader-Courier 

t1, 1og,.1 weekly ~"ilOI ol a gonotal ciro.ution. pmtod and~ in El: POll"I&, County of 
union. Stale ot South 0.J..ota. and that ha been such ie9II newspape, llJtlng the tme ~ 
moncionod. and that afthnt is and was o.ri,g al the time hereinafter mer&ned in charge ol the 
~~Athet8°', andhalpet'IONI knowtedge of altMtacuawed inlhil aff~ 
and !Nil (he notice •id~ hNdocl 

and Procedutal Schedute TC97 • 159 

a pnnlod COl1'/ ol which ii herew'IIO atttched and made a pilf1 ~ . WU printed and published in 
lheuidnewspape, etleutonooin uchweekb _L_ ~ WNkl; lhal uid 
newtipraperatthelimeOlthefntpWlicalionolwid~~~t\ad.,andadl,-, a 
bona fide cwculation ol O'tef two ht.nchd paid copies weekly. and had bNrl p.dlhed in ltle said 
Courwy of Union kit more than one yea, mmedilJet,/ prio,tolhedM ol IN MICSp.ticMion ol Aid 
~ . andlhalNid~rdl.lringsaldtmes. was.andil, printedi'lpaninanoffice 
maintainodatuidatyo1ElkPoint,lheAidp6aceolpublic,ltion; lhatthefinil~IIOl'loluid 
nodceinuidnewspape,u 

ThefirSl p.t:iiea(ionbengmacleonlhur9cay, lhD ..1L_ cay ol 
and Iha! the IU0CNding IU)licationt were 

onlll.n:ilJ,ht 

onl1'unly, t'llll 

onTtuasy,,-. 

onl ~ . tw, 

onllV5G'.ty, hl 

- - """ 
--""" 
- -""" __ ..,. __ ..,. 

_____ ,,. 
·" 
·" 
, 19 

----- ·" 

Noverrt>er 11 _!L, 

!hat lhe lees tor the pmt,ng and~ ol! Ulld notce and advel1isemenl l"I s.&10 newspaper u 

ato,eseidwe,e _1:!!:!L,___ , lhal thefulamcM.l"llcithe lee~fllUl9S=thebenelllol lhe 

p..tla5hef ol lhe NICI new'lf)lrpJf, lhal no ag,"'"9nl Of understanding '°' lhe dMslon thefeot has 

beetlmadeWlthqOCherpefSOf'landlhlilnopartthe1eolhasbeonagteecllObepa.c:IIOanyothef 

19 97 

My corrmsso, expifes 3·22-04 

RECEIVED 

OEC 1 7 1997 

SOUTH DAKOTA PUBLIC 
UTILITIES COMMISSION 



BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF SOUTH DAKOTA 

IN THE MATTER OF THE SALE OF THE 
STOCK OF JEFFERSON TELEPHONE CO. TO 
JEFFERSON COMMUNICATIONS, LLC. 

DECISION AND ORDER 
REGARDING SALE OF THE 

STOCK OF JEFFERSON 
TELEPHONE CO.; NOTICE 

OF ENTRY OF ORDER 
TC97-159 

On S!otember 23, 1997, the Public UIJl1ties Commission (Commission) received a join! 
application fl'OIT' Jefferson Telephone Co. and Jefferson Communications, LLC, collectively referred 
10 as Applicarcs. The Applicants jointly applied to the Commission for approval of the sale of the 
s100<. of Jeff~rson Telephone Co. to Jefferson Communications, LLC. 

On September 25, 1997, the Comm1ss1on electronically transmitted notice of the fil ing and 
the intervention deadline of October 10, 1997, to interested individuals and entities. No parties have 
sought interventton in this docket. 

On October 10, 1997. Commission staff filed a resistance to Jefferson Communications' 
request that the !)Urchase pnce of the exchange be afforded confidential treatment on the grounds 
that Jefferson Communicatk>ns has not stlO'M"I entitlement lo su:h treatment as a matter of law and 
funher upon the grounds that the public 1s entitled lo such infonnation conceming public utili1ies. 

A duly notie.ed heating was held in Jef'f8fSOn. South Dakota, on December 4 , 1997, to receive 
comments from the public. No members of the public attended the hearing. By Ofder dated 
De-.:ember 5, 1997, the ConvT'NSSIOf'I set a second heamg for this matter'°' 2:00 P.M .• on Oeeember 
11, 1997, ,n Room 423, State Capito,, Pierre, South Dakota. The issues at the hearing were: 1) Is 
the purchase price of the exchange confldent,al and therefore nol subt9d to disclosure to the 
public?; 2) VV'hether the ule of the stodc. of Jefferson Telephone Co. to Jefferson Communications 
should be approved? 

The hearing was neld as schedu6ed Al the heanng, the CommtssK>n nJMld that the purchase 
pnce was oonfidential (CommtssK>oer Sc:hoenfeklet, cjjssent1ng) and unanimous,v approved the sale 
of the stock. 

The Commission having revteWed the eviOenc:e of recon:t and being fully informed in the 
matter makes tile following Findings of Fad and Condus,ons of Law: 

FINDeNGS Of FACT 

Jeffef'SOl'l Telephone Co (Jefferson Telephone) 1s an Independent telephone company 
located .-. Jefhnon. South Ollkota and serves the Jefferson exc:hlnge whtch has approximately 550 
access Ines Elhb4 t 

Jefferson Comm.ncr.ois. UC (Jefferson Commun.cabons) is a lim ited liablhty company 
With ~ to 00 bl.tMness .-. Soutn Ouot.a ISi h is a wholty owned substdiary of Long Lines, 
Lid • whlCh also OWl'\S Nottl'r#est Iowa T eleph0ne Company (NITC) J.d. NITC is a local telephone 
company mm offers servce to -4 700 ac:eess lanes and - • prOVtde engineenng, SW11ching, billing, 
rnBf'llel"lal'. and 0LUIOe ~ suppon to Jefferson Telephone l.d. NITC is located only 22 miles 

"""' --- Soutn Dlkoto l!l 



Ill 

Hearings ......ere held in Jefferson, South Oakola on December 4, 1997, and in Pierre, South 
Dakota , on December 11 , 1997. There has been no public opposition to the sale of the stock. 

CONEIPENTIAUIY Of SALE PRICE 

IV 

Jamtts McKenna, executive vice-president and chief telecommunications officer for Long 
Lines, stated lhill disdosure of the purchase price could materiaffy damage long Lines' financial 
position with respect to fuhKe purchases because the price would be considered a starting price for 
similar properties instead of a cap. Tr. at 17-18. He further testified that the purt.hase price has 
independent econofric value to his c:omparl'J and the company has liken reasonatMe efforts to keep 
the purchase i;;!ice confidenlial. Tr. al 19. 

V 

Mr. MeKenna also noted that there was no relationship between the purchase price and 
Mure rates due to the Convnission's condition in other sales that the acquisition adjustment cannot 
be recovered through a company's local or regulated rates. Tr. at 20-21 . He also staled that since 
the purchase price includes both the telephone company and the cellular interest, the disclosure of 
the purchase price will not reveal the actual purchase price of Jefferson Telephone. Tr. at 22. 

VI 

The Commission finds that the purchase price shall be kept confidential. Jefferson 
CommunicaUons has shown that disdosure would result in material damage to its financial and 
competitive position. 

ADEQUACY OF LOCAL TELEPHONE SEBYICE 

VII 

Jefferson Col'Mlt.ricatlo will honof 8'I existing contracts, commitments, leases, and other 
anangements and will not eliminale any services currentty provided by Jefferson TeNtphone. Tr. at 
37-39. 

VIII 

Jefferson Communications WIii retain some of Jefferson Te6ephone's employees who will 
continue to op(d'ate out of the Jefferson central office Exhibk 2 at page 5. ln addition., lhese 
emptoyees will Nve accau to back-up support from NITC, '4ll'hich is located 22 miles .,,.,. }Si. 
Customers d continue to make MrVice and billing inquirn by c.aling a k><:al telephone number. 
!!lat-~ 

REASOHMLENESS Of RATES 

IX 

.Jefter,,on T9'apharw'1 0.JrT'ent local mlestange frtm S7 50to S1 7 50 Exhibit A. Jeffwson 
~ nas no plans IO n:tMM ane e:ast11'1Q rates Tr at 38 



PUBLIC SAFETY ISSUES 

X 

Al this time Jefferson Telephone currently provides fire bar service. Tr. al 40. Union County 
has not yet instituted 911 servtce. IJ;I. Jefferson Communications will be able lo provide 911 and 
E911 services when the county requires the service. TR. at 40-41 . 

e&l.LlIY..OE THE BUYER TO PROVIDE SERVICE 

XI 

Jefferson Communications Is frt , willing, and able to purchase and thereafler operate, 
maintain. and upgrade to the level required by the Commlssk>n the facililies of the Jefferson 
exchange. Tr . .it 41 ; Exhibit 3. 

XII 

Jefferson Communications has lhe ability to obtain capita, and the incentive to invest in the 
Jefferson Excnange. Exhibit 3. Jefferson Communications will invest $450,000 to upgrade from the 
current OMS 10 swi1ch and will provide for altematrte toll routing for long distance service. Tr. at 
39. Customers ._,,.. then be abHJ to receive CLASS seMCes, ISDN, voice mail, and E911 when the 
county requests it. Tr. at 39-40. 

XIII 

Jefferson Communications win support local economic development efforts and will offer 
distance learning and telemedicine servk:es. Exhibit 2 at pages 4 and 8. 

PROTECTION OE THE PUBLIC INTEREST 

XIV 

Jefferson Communications' purchase of the Jefferson exchange is in the public interest of 
the customers within the exchange for the fotJowing reasons: 

a. Quality local service will be maintained; 

b. The OJStomers of the Jefferson exchange 'Nill continue to receive OJStomer 
service through the same business office; 

c. Rates 'Nill not increase for at least 18 months as a resuh of the SM; 

Emergency semees will continue to be pn,viOed to the Jefferson exchange 
at the ~ currently provided and additional emergency servk:es will be 
offered when the county authorizes thole serw:es: and 

Customers in the exchange W'in be ab6e to obCllin additional, advanced 
t~sset'Vices. 

~ 2 al pages 3-7. 



xv 

There will tJe no changes in the taxes paid as a result of the sale of the stock. Exhibit 2 al 
page 6. 

CONDITIONS OF SALE 

The Commission shall approve the proposed sale of the stock of the Jefferson Telephone 
Co. exchange subject to the follO'Ning conditions: 

1. Thal current local rates not be increased for 18 months from the date 
Jefferson Communications begins to operate the purchased exchenge; 

2. Thal Jefferson Communications shall not recover any of the acquisition 
adjustment through Its regulated Interstate or intrastate rates, through its 
local rates, or through federal or state universal service funds; 

Thal Jefferson Commun.cations shall honor all existing contracts. 
commitments, leases, licenses, and other agreements which refate to, arise 
from. or are used for the operation of the purchased exchange; and 

4. That Jefferson Communications offer, at a minimum, all existing services 
currently offered by the purchased exchange. 

CONCl.USIONS OF LAW 

The Commission has jurisdiction over the sale of stock of Jefferson Telephone to Jefferson 
Communications pursuant lo SOCL Chapters 1-26 aod ◄9-31 , spec:iftealty 1·26-17.1, ◄9--31 -3, ◄9-31-
3.1, 49-31◄, 49-31-5.1, 49-31-7, 49-31-7.1, 49-31 -1 1. 49-31 -1 8 , 49-31-19, 49-31-20, 49-31-21, and 
49-31-59. 

The hearing held by the Commission relative lo this matter was an evidentlary hearing 
pursuant lo SOCL Chapter 1-26. 

Ill 

Pursuant to ARSO 20:10:01:42, the Commission finds that the purchase price is confidential 
because disciosure would result in material damage to Jefferson Communications' financial and 
competitive position 

IV 

The Commission has considered, among other things, the requirements of SOCL 49-31-59 
in regard to the proposed sale of stock, and protection of the pubic interest pursuant to SOCL 49-31· 
7. The Coomission finds that it is in the public interest to approve the sale of stock because the ,me 
wiU enable the customers in the Jefferson Telephone exchange to receive high quality service. 



V 

Petitionen have satisfied ....-burden of pn:,of lRle<SOCLChaplo,411-31 , spedfocally 49-31-
3, .C9-31•3.1, ◄9-."'1-4 , 49-31 -5.1, 49-31-7, ◄9-31 -7. 1 . 49-31 -1 1. 49-3M8, 49-31 -1 9, 49-31 -20, 49-31-
2, 1 and 49-31-59 for approval of the sale of stock of Jefferson TeMtphone to Jefferson 
Communications. 

VI 

The Commission has considered the adequacy of local telephone Hrvic:e in reviewing this 
sale of s~ of Jefferson TWphone. Jefferson Communications is required lo provide all services 
currently offered. In addition, Jefferson Communications must honor existing contracts and other 
agreements. 

VII 

Tne Commission has also considered the reasonableness of local rates. ihe Commission 
finds thri! rates for the customers in the Jefferson Telephone excrumge will remain at the same 
levels and there will be no increase in rates for al least 18 months. Further, Jefferson 
Commurations Is prevented from recovering artt of the acquisition adjuslment through k>eal rates. 

VIII 

Any Wstlng publi<: safety services currently provided will continue. 

IX 

The Commission has detennined that there will be no change In the ■mount of taxes pakl 
as I result of the sale of stodt. 

X 

The Commission has detennined that Jefferson Communications has the ability to provide 
modem state-of-the-art tefeoommunieltions HtVices that wiU facilitate economic devek>pment, 
tefernedicine, and distance !eaming in rural Sou1h Dakota after the sale. 

XI 

The Commission approves the sale of slock of Jefferson Telephone to Jefferson 
Communications. 

Pursuant to SOCL Chapter 1•26, the Commission hereby enters its final decision in 
docket. It is therefore 

ORDERED that the sale of stock of Jefferson Telephone to Jefferson Communications is 
approved subject to the Conditions of Sale. 

_ Pl~E TAKE NOTICE that this Decision and Order in Docket TC97•159 was duty entered 
this~ December, 1997, and filed in the Commission's docket. 



Dated at Pierre. South Dakota, this ~'ay of December, 1997. 

CfRTlAC,_TE Off RRW:f 

The~"""°'f0WOt•Mtr. 
~,_r..'I.._IOdlof14)1011 .. Pllllnof 
r1eCll'Cl lntr. cliclcull. •llat.aCW1r.~~ 
~ . byl-=--tortirrnlC:-..INIII. in~ ,00,f/MMJr;-, .... d'lltga ~,__ 

By Alel!J.t,,,c;• #def 
,:_1,1,&3,hz 

j O,flCIALSE.AL) 



_ .. , ........ ..... . _, 

\\'illinm Dullard 
l::XL-CUli\'C Di rector 

<li, j S,,t f lt 51 ~ 1._ TM 5THI I 

~11,,u,..,Lb ,\l r,,i:tou ss.&ni -&IZi 

ru,_ ... , 11>lll IH /111>0 

r.,..,.,11, lt, ll! l l<lf;t,u, 

3~7-0)]7 

January 21 . 1998 

South Dakotfl Public t lti li1ies Commission 
Stmc of South Dakota 
500 East Capitol 
Pierre. South Dakota 57501 

-·­. ,...,__ .. 

RECEIVED 

JA~ I • 1.9P 

!:IOUTH DM, 1TA PUBLIC 
UTILl""IE!: ,\'ViJSSION 

Re: Completion of the Sale of the Stock of JeOi:rson Tekphonc Co. 
Docl.ct No. TCQ7-159 

Dear ~.fr. Bullard . 

Please he ad\'iscd that on IJi.-cemhcr 31. \9Q7 . Jefferson Cominunicntions. LLC clost.-d on 
the sale of the i.1ock of Jefferson Telephone Co. and now owns JOO-/. of the Jefferson Telephone 
Co. 'itock. 

MJDfjjh 
cc: Rand) Roos 
Him'JUl.•OP IXK' 

VI."!'! truly ~·-:-c:-t. 

MOSS & 13ARNETT 
A Profcssioll!ll Associntion 

~2:i,~ 
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