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September 2, 1998

William Bullard

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capital

Pierre. Scuth Dakota $7501

Re: In the Matter of the Sale of the Stock of Valley Telephone Company to Park
Region Mutual Telephone Company
Docket No. TC9S-

Dear Mr. Bullard:

Enclosed please find an original and elever copies of the Joint Application, Prefiled
Dircet Testimony of Paul Hoff, and the Request for Confidential Treatment of Information on
behalf of Park Region Mutual Telephone Company. Please note that due to the size of the
Purchase Agreement and the exchange map. only one copy of each has been enclosed. Also
‘enclosed is a Certificate of Service.

Very truly yours,

MOSS & BARNETT
A Professional Association

Miéhac] I. Bradley



BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF Tf-lE SALE OF THE ) TCO8-

STOCK OF VALLEY TELEPHONE )

COMPANY TO PARK REGION ) JOINT APPLICATION
MUTUAL TELEPHONE COMPANY :

Pursuant to SDCL § 49-31-3¢, Revering Group. lic. ("RGI™). the sole sharcholder of
Valiev Telephone Company (*“Valley™), and Park Region Mutual Telephone Company
(*Park Region”) jeintly apply to the South Dakota Public Utilities Commission
(vk"(_'omrmssion"; for approval of the sale of the stock of Valley to Park Region. Valley will
cyominuc to operate and provide local telephone service under its existing Certificate of
Authority after the stock sale.

Valley has a Certificate of Authority to provide teiccommunications scervices in South
Dakota. Valley is an independent telephorie company with two exchanges, serving
" customers in West Browns Val]ﬁcy, South Dakota and Browns Valley, Minnesota. There are

approximately 636 access lines located in Browns Valley and 180 access lines located in

West Browns Valley. One copy of the exchange map is provided as Exhibit A.

A non-proprietary copy of the Stock Purchasc Agreement describing the transaction

(which omits the purchase price) is provided as Exhibit B A proprictary copy of the pages
that contain the purchase price is being filed scparately.
Park Region will (ile testimony supporting the followiny statements and

demonstrating that approval of the stock sale is in the public interest.




Park Region will assure that Valley will cont nue to have the financial,
technical and managerial resources for the proper operation of the business. Park Region
personnel have many vears of experience in the telecommunications industry and. since its

formation in 1906, Park Region has grown into an entity worth more than $20.000,000. In

“addition. the two employees of RGI who have provided inside and outside plant maintenance

and oftice support for Valley and its customers for many years have agreed Lo become Park
Region cm‘ployccs and will continue their prior functions under a services agreement with

“Valley. Valley’s technical capabilities will be enhanced by improvements in switching and a
S504.000 outside plant upgrade.

["mﬂ Hoff. who will ussume the managemen: of Valley, has the managerial
capabilities to operate Valley.

3. Rates will not cltmge as a result of this stock sale, and Park Region agrees not
to increase any rates, except in responsc to a Commission order, for a period of 18 months.
A Disting of all telecommunications services currently being offered by Valley, and their
corresponding rates, is attached as Exhibit C.

4, Switched access rates will not change as a result of this sale.

No existing services will be discontinued as a result of this sale. In addition,
within six months of the stock sale, service will be enhanced by the planned switching
improvements. which will allow Valley to offer certain new services. including ISDN.
Centrex. voice mail. fire/burglar alarm, and lifeline monitoring. There will also be outside
nlant upgrades. which will provide for redundant fiber routing capabilitics.

Valley has not received any petitions for ex:ended arca service.




7. Customers will be able to communicate with Valley through use of a toll-free

nember 695-2112 during office hours, and (800) 247-2706 Juring after office hours,

3. All current emergency 911 services will contnue to be provided by Valley and

refiability will be enhanced as a result of the redundant fiber routing capability being

“instatied.

g. Vallev will be in compliance with SDCL 49-31-62 through 65 within six

months of the sale as a result of a switch upgrades.

10. - Park Region will veork with any interested schools and medical facilities to

provide distance leaming and tele-medicine as needed. At this time. there is an clementary

school and a medical clinic located in the Minnesota porticn of the exchange. Park Region
has expertise in providing distance learning and currentlv provides interactive educational
: P g Y Y

television services to 23 kindergarten through 12" grade sthools and colleges in the west
central region of Minnesota.

11.  Park Region is very aware of the importanc: of economic development to the

communitics it serves and has a proven history of supporting economic development n s

communities. It pledges continued support for local econemic development efforts.

{2, Tax paymenis would be unaffected by this ale.
13, The sale would have no impact on the Universal Service Fund., This is a stock
purchase and. consequently, the study arca is unaffected Ly this transaction.

4. Vallev has received Eligible Telecommunications Carrier status. which should

not change as a result of the sale.



The sale is scheduled to close as soon as possible after recerving the required South
Dakota and Mirnesota regulatory approvals, No FCC approt al is necessary for this
transaction, Therefore. the applicants respectfully request exnedited treatment of this matter
bv the Commission to permit prompt closing.

“r

Dated: Aupostood398  september 2, 1998

Respectfully submitted,

THE PARK REGION MUTUAL
TELEPHONE COMPANY

S ——
7

4 ‘&—w-—”,f”’/ 774
By By 2 B

7. ; -,

George Revering e Paul Hoff

Its President Its General Manager/CEO

VALLEY TELEPHONE COMPANY

Valley Telephone Company
P O Box 27
“Parkers Prairic, MN 50361

Park Fegion Mutual Telephone
Con:pany
100 Main Street

Teicphone: (612) 695-2111 PO Bux 277
Underwood, MN 565806

REVERING GROUP, INC.,
Sole Sharcholder
-y
George Revering &
its President

Revering Group. Inc.

PO Box 27

Parkers Prairic. MN 563061
Telcphone: (612)693-2111
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EXHIBIT B

STOCK PURCHASE AGREEMENT

Dated September 1, 1998

By and Between

THE PARK REGION MUTUAL TELEPHONE COMPANY

(Purchaser)

RG1 GROUP, INT.

(Seller)
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STOCK PURCHASE AGREEMENT

"THIS AGREEMENT is made and entered into us of the 1™ day of September 1998 (the

"Agreement’). by and between The Park Region Mutual Telephone Cempany. a Minnesota
cooperative ("Purchaser”) and RGI Group, Inc., 2 Minnesota corporavon (“Seller™)

RECITALS

A The Seller owns all of the issued and outstanding shares of capital stock of Valley
Telephone Company, a Minnesota corporation(”Valley™).

B. Valley 15 engaged in the sole businesses of providing lacal exchrnge telephone
services, long distance access. the sale of internet actess and DirecTV DBS. and related
zclccommuqications services (the "Businesses”) in and sround Browns Valley., Minnesota and
West Browns Valley. South Dakota pursuani 1o licenses susued by the Minnesota Public Utihties
Conunission (\‘[PU"‘ and the South Dakotz Publ¢ Utidities Commussion ("SDPUC™).
respectively. - :

: C. The Seller desires 1o sell and the Purchaser desires to purchase all of the 1ssued
and outstanding shares of stock of Valley.

AGREEMENT

In consideraticn of the foregoing recitals and the mutual promises contained in this
Agreement. Purchaser and the Seller agree as follows:

AKRTICLE 1. DEFINITIONS
For purposes of this Agreement, the following tern:s have the meanings specified:
“444 Rules” - has the meaning set forth in Section 9.4 of this Agreement.
“dccountant” - has the meaning set forth in Sectior: 2.8 of this Agreement.
“Acquisition Proposal” - means any proposal relating to the possible acquisition of
‘\'a} =¥ whether by way of merger, purchase of capital stozk of Valley representing fifty percent
50%) or more of the voting power or equity of Vailey, purchase of all or substanually all of the

assets of Valley, or otherwise.

"Affiliate " - when used in reference 10 a specified Person, means any Person that, directly
or indirectdy, through one or more intermedianes, cont-ols, or is contrelled by, or is under
common contro} with the specified Person.




"4greement” - has the meaning set forth in the introductory paragraph hereot.

"Applicable Laws means any and all laws, ordinances, constitutions. regulations. statutes.
treaties, rules, codes, licenses, certificates, franchises, permits, requirements and Injunctions
adopted, enacted, implemented, promulgated, issued. enterzd or deemed applicable by or undcr-
the anthority of any Governmental Body having jurisdiction over a specified Person or any of
such Person's properties or assets.

"Balance Sheet” - has the meaning set forth in Section 3.12 of this Agreement.

"Balance Sheet Adjustment” - has the meaning sct forth in Section 2.2(b) of this
Agreement. '

"Balance Sheet Date " - has the meaning set forth i Section 3.12 of this A ereement.
"Basker Amount” - has the meaning set forth in Section 9. 1 (a) of this Agreement.

; .. "Benefit Plan" - means any and all bonus, stock opiion, restricted stock. stock purchase,

stock appreciation, phantom stock. profit participation, profit-sharing, deferred compensation.
severance, pension. retirement, disability, medical, dental, health. life or dental insurance. death
henefil. incentive. welfare and/or other benefit, compensation and/or retirement plan, policy.
arrangement and/or Contract maintained, sponsored or participated in by Valley.

o

"Businesses" - hus the meaning set forth in the recitels to the Agreement.

"Closing" - has the meaning set forth in Section 2.3 of this Agreement.
"Closing Balance Sheet" - has the meaning set forth in Section 2.8(a) of this Agreement.
"Ciosing Certificare " - has the meaning set forth in Section 2.8 (a) of this Agreement.

"Code " - means the Internal Revenue Code of 1986, as amended, or any successor law
and regulations issued by the IRS pursuant to the Internal Revenue Code or any successor law.

"Company" - has the meaning set forth in Section 3.9 of this Agreemenl.‘
"Competing Business"” - has the meaning set forth in Section 3.26 of this Agreement.

“Consulting and Non-Competition Agreement”- hes the meaning set forth in Section
2.4(i) of this Agreement. '

"Contract means any agreement, lease, license, contract, obligation, promise,
commitment, arangements, understanding or undertaking, instrument, document (whether
written or oral and whether express or implied) of any typc, nature or descniption that is legally




bindine. As used hersin. the word "Contract” shall be ‘limited in scope 1f modified by an
adiecive specifing the nvpe of contract to which this Agrzement or a Section hereof refers.
" - means any and all securities convc—hble or exchangeable for

“Convertibie Securiue
f\ alley. including, without limitation, common stock. or (i1} any

(i; env shares of capital stock
Debt Secunties.

“Date-of Closing” - has the meaning set forth in Scetion 2.3 hereof.
“Dehr Instruments” - has the meaning set forth in Section 3.29 of this Agreement.

"Debr Securiies” - means any and all indebtedriess issued by or on behalf of V “ullev
which constitutes 2 security under the Securities Act of 1933. as amended. except for
indebtedness refiected in the financial statements of Valley described on Schedule 3.12 hcxctu

"Egsemenis™ - hzs the meaning set forth in Sectior: 3.17 of this Agreement.
“Encumbrance” - means and includes:

(i wz’w resp ¢t to any personal proderty. any intangible property or any
property other than real property, any security or other property interest or right. claim,
lien. pledge. option. charge. security interest, contingent or conditional sale. or other title

claim or retention agreement or lease or use agreement in the nature thereof whether
voluntarily incurred or arising by operation of lav, and including any agreement to grant
r submiit to anv of the foregoing in the future: and

(i) with respect to any real property (whether and including Owned Real
Estate or Leased Real Estate). any mongage, lien, easement, interest, right-of-way,
condemnation or eminent domain proceeding, encroachment, any building, use or other
form of restriction. encumbrance or other claim (including adverse or prescriptive) or
right of third parties (including Governmental Bedies), any lease or sublease (other than
Vallev's lease on Leased Real Estate), boundary dispute, and agreements with respect to
anv real property including: purchase, sale, right of first refusal, option, construction,
‘building or property service, maintenance, property management, conditional or
contingent sale, usz or occupancy. franchise or concession, whether voluntarily incurred
or arising by operation of law, and including any agreement to grant or submit to any of

the foregoing in the future.

"Environmenial Laws” - means any and all Aoplicable Laws (i) regulating the use,
treatment. generation. transporiation, storage, control or disposal of any Hazardous Matenal,
mrludmv but not limited to. the Comprehensive Environmental Response, Compensation and

v Act 142 UL S.C. § 9601 gt seq.) ("CERCLA"), the Resource Conservation and Recovery
‘32 LS C § (190 g ﬁg ). the Hazdrdous Materials I’wnspoﬂatxon Act (49 U. S C.§ 1801 &t

Aothe Federa
S C. & 125'; gt sgg) thc Clean Air Act (42 U.S. . § 7401 ¢! seq.). the Toxic Substances
3105 C5 2601 ¢ seq.), the Minnesots Environmental Response and Liability



Act (Minn. Stat. Ch. 115B), and the Minnesota Petroleum Tank Release Cleanup .3cz (K\!mn,
Stat. Ch. 115€). andior (ii) relating to the protection. preservation or conservation of th{
environment and public or worker health and safety, all as existing. defined or interpreted as of
the Date of Closing.

"Expiration Date" - has the meaning set forth in Section 2.9(a) of this Agreement.

"ECC" - means the Federal Communications Commission of the United States of
America,

"Final Order" - has the meaning set forth in Secton 6.2 of this Agreement.
"GAAP" - means generally accepted accounting principles in the United States.
"Governmental Boay" - any:

1) naijon. state, county, city, town, village, district or other jurisdiction of
any nature; '

federal, state, local, municipal, foreign or other government:

(iii)  governmental or quasi-governmental authority of any nature (including
anv governmental agency, branch, board, commission. department, instrumentality, office
or other entity. and anv court or other tribunal);

L

(iv)  multi-national organization or body'; and/or

(v) body exercising, or entitled or purporting to exercise, any administrative,
executive, judicial, legislative, police, regulatory or taxing authority or power of any
‘nature.

"Hazardous Materials” - any and all (1) dangerous, toxic or hazardous pollutants,
contaminants, chemicals, wastes, materials or substances listed or identified in. or directly or
indirectiv regulated by, anv Environmental Law, and (ii) any of the following, whether or not
included in the foregoing: polychlorinated biphenyls, asbestos in anv form or condition, urea-
formaldehvde, petroleum, including crude oil or any fraction thereof, natural gas, natural gas
liquids, liquefied natural gas. synthetic gas usable for fuel or mixtures thereof, nuclear fuels or
materials, chemical wastes, radioactive materials, explesives and known possible carcinogens.

“Indemnificction Account” - has the meaning set forth in Section 2.9(a) of this
Agresment.

“Indemnification Holdback” - has the meaning set forth in Section 2.2(a) of this
Agreement,

"Indemnification Norice” - has the meaning set forth in Section 2.9(b) of this Agreement.




“Indemnified Parry” - has the meaning set forth in Section 9.3 of this Agreement.

“Indemnifving Parry" - has the meaning set forth in Section 9.3 ef this Agreement.

"Independent Accountants” - has the meaning set forth in Section 2.8 (¢) of this
Agreement.

“Injunction” - means any and all writs, rulings, awards. directives. injunctions (whether
temporary. preliminary or permanent). judgments, decrzes or other orders adopted. enacted.
implemented, promulgated, issued. entered or deemed apylicable by or under the authority of any
Governmental Body.

“Intellectual Propern-means any and all (i: inventions (whether patentable or
unpatemablé and whether or .10t reduced to practice), all improvements thereto, and all paterts,
_ patent applications and patent disclosures, together with all reissuances. continuations.

continuations in part. revisions. extensions and reexamirations thercof. (ii) trademarks, service
marks. trade dress. logos, trade names, assumed names and corporate names, together with all
“transtations. adaptations. derivations and combinations thereof and including all goodwill
associated therewith. and all applications, registrations and renewals in connection therewith:
(1ii) copvrightable works. all copyrights and all appliations, registrations and renewals in
connection therewith; (iv) mask works and-all applications, registrations and renewals in
connection therewith; (v) traile secrets and confidential business information (including ideas.
research and development. know-how, technology, formulas, compositions,, manufacturing and
production processes and techniques, technical data. desizns. drawings. specifications, customer
and supplier lists, pricing and cost information and business and marketing plans and proposals);
(vi) computer software (including data and related software program documentation in
computer-readable and hard-copv forms): (vii) other iniellectual property and proprietary rights
of any kind. nature or description: and (viil) copies of tangible and embodiments thereof (in
whatever form or medium). '

"IRS" - means the United Staies Internal Revenue Service.

"Knowledge" or "Best Knowledge" - an individual will be deemed to have "Knowledge"
or "knowledge" of a particular fact or other matter if such individual is actually aware of such
fact or other matiter. Seller shall be deemed to have Knowledge as to matters regarding Valley of
which C. Max Tite, William Chase, or any of Valley's or Seller's officers have Knowledge.

“Liabiliny” or "Liabilities” - means any and all debts, liabilities and/or obligations of any
tvpe. nature or description (whether known or unknowm. asserted or unasserted, secured or
unsecured. abselute or contingent. accrued or unaccrued. liquidated or unliquidated and whether
due or to become due).

"Losses" - has the meaning set forth in Section 9. 1 of this Agreement.

“Management Fee” - has the meaning set forth in Section 5.11 of this Agreement.




"Material Adverse Effect” or "Material Adverse Change” - means. in connection with any
Person. any event, change or effect that is materially adversz, individually or in the aggregate. W0
the condition (financial or otherwise), properties. assets, Liabilities, revenues, income. business. -
operaiions, results of operations or prospects of such Person taken as a whole.

"AEANS" - has the meaning set forth in Section 5.9 of this Agreement.

"MPUC " - has the meaning set for‘.h in the recitals to this Agreement.

"Operating Contract” - has the meaning set forth in Section 3.16 of this Agreement.
"Ordirary Course of Business ” - means an action ta<en by a Person only if

(i) such action is cousistent with the past practices o1 such Person and 1s
taken in the ordinury course of the normal day-to-d.y operations of such Person: and

(i) such action is not required to be authorized by the board of directors of
such Person (or by anyv Person or group of Persons constituting a governing body of a
Parson exercising simiiar authority).

"PCBs" - has the meaning set forth in Section 3.28(g) of this Agreement.

"Pending Claims dmount” - has the meaning set forth in Sectiog 2.9(b)(iii) of this
Agreement '

"Permitted Encumbrances’” - has the meaning set forth in Section 3.17(d) of this
Agreement.

"Person” - means any individual, corporation (incleding any non-profit corporation),
general, limited or limited liability partnership. limited liahility company, joint venture, estate,
trust. association. organization, or other entity or Governmental Body.

'

"Proceeding” - means any suit, litigation, arbitration, hearing. audit, investigation or
other action {whether civil, criminal, administrative or iavestigative) commenced, brought,
conducted. or heard by or before, or otherwise involving, anv Governmental Body or arbitrator.

"PUC" - means a public utilities commission of any state.

"Purchase Price” - has the meaning set forth in Section 2.2 of this Agreement.

"Purchaser” - has the meaning set forth in the introductory paragraph hercof.

A “RGU Sale”™ - means any transfer of fifty percent (50%) or more of the issued and
outstanding stock in Seller to one or more individuals or entisies. '




“RGI Sale Indemnification Accoun:™ - has the meaning set forth in the RGI Shareholders
Agreement.

“RGI Shareholders Agreement” — has the meaning set forth in Section 2.4(k) of this
agrecment.

"Real Extate” - has the meaning set forth in Section 3.17 of this Agreement.
"Related Person” - means, with respect to a particular individual,
{1) each other member of such individual's Family (as hereafter defined): and
| (1) any Affiliate of one or more members oféuch individual's Family.
With respect to a specified Person other than an individual:
( | anyv Affiliate of such specified Person: and
{ity  each Person that serves as a direcicr, governor, officer, manager, general
partner. executor or trustee of such specified Person (or in a similar capacity). - For
purposes of this definition. the “Family " of an individual includes (i) such individual. (11)

the individual's spouse, (iii) any lineai ancestor or lireal descendant of the individual. or
{iv) a trust for the benefit of any of the foregoing..

"Response Period” - has the meaning set forth in Section 2.8(c) of this Agreemem.

"Rights” shall mean any and all outstancding subscriptions. warrants. options. or other
rrangements or commitments obligating or which may obligate (with ‘or without notice or

a
" passage of time or both) Valley to 1ssue or dispose of any secunties of Valley. including. without

iimitation, Convertible Securities and Debt Securities.
"Schedules" - has the meaning set forth in the introduction to Article 3 of this Agreement.
"SDPUC " - has the meaning set forth in the recitals to this Agreement.

"Secrion 338¢kj(10) Election ” - has the meaning set forth in Section 2.5(a) of this
Agresment.

"Seller” - has the rneaning set forth in the introductor, paragraph hereof.
"Small Loss" - has the meaning set forth in Section 9. 1 (a) of this Agreement.
"Stock™ - has the mcaning set forth in Section 2.1 of this Agreement.

"Supplement” - hus the meaning set forth in Section 1:.23 of this Agreement.




"Tax" or "Taxes' - means any and all net income, gross income. gross revenue. gross
receipts. net receipts, ad valorem, franchise, profits, gmnsfcr. sales. use. social secunty.
employment, unemployment, disability, hcense. withholding, payroll. prvilege. excise. value-
added, severance, stamp. occupation, property, customs, duties. real estate andior other taxes.
assessments, levies, fees or charges of any kind whatsoever tmposed by any Governmental Body.
together with any interest or penalty relating thereto.

“Tax Holdback" - has the meaning set forth in Section 2.2(a) of this Agreement.
“Tax Payment Account” - has the meaning set forth i Section 2.6(b) of this Agreement.

~ "Tax Return" - means any return, declaration, repe't, claim for refund or information
return or statement relating to Taxes, including without lim:itation any schedule or attachment
thereto, any amendment thereof, and any estimated report or statement.

"Threatened” - a claim, Proceeding, dispute, action, or other matier will be deemed to
have been "Threatened” if any demand or statement has beer: made in writing, or any notice has
bezn given in writing, that would lead & reasonably prudent Psrson to conclude that such a claim.
Proceeding, dispute. zorion, or other mafter will, with substantial certainty, be asserted.
comrmnenced, taken or otherwise pursued in the future; provid::d, however that the foregoing shall
not include customer billing disputes in the Ordinary Course of Business.

“Transacrion Tax " - has the meaning set forth in Section 2.6(b) of this Agreement.

[ S—

"Valley" - has the meaning set forth in the recitals to this Agreement.
ARTICLE 2. PURCHASE OF STOCK; PURCHASE PRIiCE

2.1 Purchase and Sale. On the terms and conditions subject to the conditions in this
Agreement. the Seller shall sell to the Purchaser and the Purchaser shall purchase from the Seller
all of the issued and outstanding shares of capital stock of Valley (collectively, the "Stock").

2.2 Purchase Price.

(2) The purchase price for the Stock (the "Purchase Price") shall be the
aggregate of

and the adjustment specified in Sectinon 2.2(b). The Purchase Price of

less the estimated amount of the adjustment, if any, computed in accordance

with the provisions of Section 2.2(b) hereof, less " (the *Indemnification

Holdback™), and less (the “Tax Holdback™), shall be paid by Purchaser to Seller

on the Date of Closing in immediately available funds by wire transfer or other similar
method to an account or accounts specified by Seller. e

(b)  Balance Sheet Adiustment. That of the Purchase Price shall be
decreased by the amount, if any, by which (x) is greater than (y): (x) being the amount, if
any. by which shareholder's equity on the finally detzrmined Closing Balance Sheet is




less than and (y) being the amount, if any, by which current assets minus
current liabilities on the finaliy~-determined Closiag Balance Shee’t is greater than
, (the "Balance Sheet Adjustment”). For purposes of estimaung or finally
determining the Balance Sheet Adjusmaent, if (i) the amount qf the calculated
shareholder’s equity equals or exceeds the amount us;d in the foymgl'a.to

- represent (x) shall be $0, and (ii) the amount of the current assets minus current liabilities
does not exceed . the amount used in the formula to represent (y) shall be $0.
The estimated zmount of the Balance Sheet Adjustment shall be jointly agreed upon
berween Seller and Purchaser in good faith prior to the Closing, and the esnmated
Balance Sheet Adjustment so detzrmined shall be withheld from the amount payable to
Seller at Closing, and reconciled after the Date of Closing in accordance with Seclion 2.8
hereof.

2.3 Closing. The Closing of the transaction described herein (the "Closing") will take
place at 10:00 a.mi. on the date to be specified by the parties, unless this Agreement 1s terminated
in accordance with Arficle 10 hereof, which shall be no later than the last day of the rnonth
which s at least five business days after the latest to occur of the conditions szt forth in Arucles
G, 7 and & shall have been fulfilled or waived in accordance with this Agreement (the "Date of

Closmng”}. at the offices of Moss & Bamett, 4800 Norwes: Center, Minneapolis. Minnesota.
unless znother date, time or place is agreed 10 in writing by the parties hereto.

24 Docurents to be Delivered by Seller. = At the Closing, Seiler shall execute
where necessary or appropriate, and deliver to Purchaser each and all of the following:

(2) A ceruificate 1o the form of Exhibit A hereto, signed .baiv-a duly authorized
‘ officer of Seller and dated as of the Date of Closing. 1o the effect that the representations
- : angd warranties made by Seller in this Agreement (as rodified by the Scheduies and any
Supplement) and in any document. instrument and/or agreement 10 be executed and/or
delivered by Seller pursuant to this Agreement are true and correct in all material respects
at and as of the Closing with the same force and effec: as those such representations and
warranties had been made on or given at and as of the Closing and Selier has performed
and complied with all of 1ts covenants, agrecments and obligations under this Agreement
which are to be performed and complied with by Seller at or prior to Closing;

(b)  The cenificates evidencing the Stock eadorsed in blank or accompanied
by assignments separate from centificate duly endorsed in blank:

(c) A copy certified by the Secretary of the Seller of the duly adopted
resolutions of the Board of Directors of Seller approvirg this Agreement and authonzing
the execution and delivery of this Agreement, includin 2 the documents, instruments and
agreements 10 be executed and/or delivered by Seller pursuant . hereto, and the
consummatior: of the transactions contemplated hereby and thereby;

(d) The minute book and stock book of Valley;




{e) If there have been any improvements construcled er repairs of existing
improvements made with respect to any parcel of Rea! Estate within the last six momhs._
or if anv work has been done or labor or materials furrished with respect to any parcel of
Real Estate, Seller agrees 1o deliver, and to cause Vzalley to deliver, to Purchaser on or

"before the Date of Closing such affidavits or other documents. including lien waivers, for

anv such work in a form sufficient to permit the title company issuing the title insurance
policy called for hereunder to delete all mechanics' liens exceptions: v

(f) Valley's affidavits for each parcel of Real Estate in a form sufficient to permut
the title insurance company to delete the exceptions to title, if any. relating (o parties in
POSSESSIoN;

(g} Any other document or certificate that the title insurance company may
reasonably require to issuc the title insurance policizs on the Real Estate m the form

required by Section 7.8(»} hereof;

(h) Duly executed written cpinion letters by Briggs and Morgan. Professional
Association. counsel for Valley. and by Vallev's counsel for any FCC matters dated as of
the Date of Closing. addressed tc Purchaser and its lunders. as contemplated by Section
7.5 of this Agrezment; ‘

{1) A Consulting and Non-Competition Agreement of George M. Revenng in
a form mutually agreed by the parties and Mr. Revering which provides for the payment
to Mr. Revering of a consulting fee each vear for five 15) years;

) A mautual release executed by Seller ir the form of Exhibit B attached to
this Agreement. : :

(k An agreement of George M. Revering. Jovce D. Revering and the George
M. Revering Irrevocable Trust U/A July 22, 1996 in the form of Exhibit C attached to
this Agreement (the “R(GI Shareholders Agreement™): and

M Such other documents and items as are reasonably necessary or
appropriate to affect the consummation of the transaciions contemplated hereby or which

may be customary under local law.

2.5 Documents to be Delivered by Purchaser. At the Closing, Purchaser shali

execute, where necessary or appropriate, and deliver o Seller each and all of the following;:

(a) A certificate in the form of Exhibit D attached to this Agreement signed
by a duly authonized officer of Purchaser, and datec as of the Date of Closing, to the
effect that the representations and warranties made by Purchaser in this Agreement and in
anv document, instrument and/or agreement to be executed and/or delivered by Purchaser
10 this Agreement are true and correct in all material respects at and as of the Closing
with the same Jorce and effect as though such representations and warranties had been
made on or given at and as of the Closing and the Purchaser has performved and complied

10



with all of its covenants, agreements and obligations under this Agreement which are o
be performed and complied with by Purchaser at or prior to the Closing;

(b)  The Purchase Price in the amount provided for in Section 2.2

{c) A copy certified by the Secretary of the Purchascr of the duly adopted
resolutions of the Board of Directors of Purchaser approving this Agreement and
authorizing the exccution and delivery of this Agreement, including the documents.
instrumients and agreements to be executed and/or delivered by Purchaser pursuant
hereto., and the consummation of the trarsactions contemplated hereby and thereby:

(d) The Consulting and Non-Competiiiorn Agreement;

(e} A duly executed written opinion letter by Moss & Bamert. a professional
association counsel for Purchaser, dated as of .he Dzte of Closing, zddressed to Valley. as
contemplated by Section §.4 of this Agreement:

(f) A mutual release in the form of Exhibit B attached to this Agreement. and

(g) Such other documents and items as are reasonably necessary or
appropriate to effect the consummation of the transuctions contemplated hereby or which
may be customary under local law.

2.6 Section 338(h)(10) Election: Payment of T ransaction Tax.

(a) The Seller and the Purchaser will jcin to make the election provided for
under Section 338(h)10) of the Codefanc any corresponding elections under state and
local Tax law) in connection with the consummation of the transactions contemplated
hereby (the "Section 338(h)(10) Election”). which fully completed Election, and all
required or necessary schedules, exhibits. calculitions or other attachments for any
filings. shall be exccuted and filed as soon as practicable following the Closing.
Purchaser and Seller shall. afier appropriate consultation. mutually agree on any entries in
the Section 338(h)(10) Election on Form 8023 which allow the exercise of discretion.
Seller will include anyv income, gain. loss. deducticn or other tax item resuiting from the
transaction contemplated hereby and the Section 338(h)(10) Election on its income Tax
Retumns for the peniod ending with the Date of Ciosing. As soon as practicable following
the Date of Closing, the Seller and Purchaser shall rutually prepare and complete a Form
8023, with all attachments. and the Seller and the Purchaser shall sign such Form 8023
and analogous forms for anv applicable state and local elections. Seller shall file such
completed forms In accordance with applicable govammental regulations. .

(b)  The Seller shall pay all federal, staie and local income Tax imposed on
Valley attributable to the transaction contemplated hereby and the making of the Section
338(h)(10) Elecuon, including, but not limited to. any transferee tax liability imposed
under Treasury Regulation Section 1.338(h)(10)-1(e)(5) {collectively, the “Transaction
Tax™). The Tax Holdback shall be withheld from the amount payable to Seller at Closing




and shall be deposited by Purchaser into a segregated. short-term mnvestment account in
the name of Seller (the “Tax Payment Account™ at a bank which is mutually acceptable
to the parties. Withdrawals from the Tax Payment Account shall require the signature ol
an authorized signatory of Seller and an authorized signatory of Purchaser. Seller shall
cause its accountants to calculate the Transaciion Tax. On or before the next date
following thc Date of Closing that Seller is scheduled by Applicable Law to make
estimated or actual federal and state Tax payments with respect to Seller’s income. Seller
and Purchaser shall cause cashier’s checks to be drawn on the Tax Payment Account m
the amount of the Transaction Tax calculated by Selier’s Accountants up the total amount
in the Tax Payment Account, payable to the IRS and the State of Minnesota Department
of Revenue, respectively. Said cashier’s checks shall be delivered to Seller and shall be
submitted by Seller in a timely manner to the proper taxing authontics together with any
return required by Applicable Law. If a party refuses to authonze the drawing of the
cashier's checks pursuant to this Section 2.6(b) to pay the Transaction Tax, that party
shal} be liable for any interest and penalties which accrue to Seller 1ue to the failure to
pay the Transaction Tax on a timely basis. The entire amount in the Tax Payment
Account which exceeds the portion of the accownt used to pay the Transaction Tax shall
be disbursed to Seller at the time the cashier's checks for the Transaction Tax are
delivered to Seller. Nothing in this Section 2.6(b) shall affect Seller’s obligation to pay
the eniire Transaction Tax.

2.7 Certain Tax Matters. Prior to or after the Closing. as applicable. the Seller shall
prepare and file umely all federal, staie and local income Tax Returns which include the Tax
reporung requirements for Valley for all periods ending on or pricr to the Qate of Closing.. The
Purchaser shall provide complete access to all records of the Businesses in accordance with
Section 5.8 hereof for the purpose of timelv preparation and filing of such Tax Returns. The
Seller shall permit the Purchaser to review and comment on each federal and state income Tax
Retum described 1n the preceding sentence which is to be filed atter the Date of Closing at least
seven (7) davs prior to any required filing date after the Date of Closing.

2.8 Determination of Purchase Price Adjustments; Closing Balance Sheet; Final
Payment. '

(a) Promptly following the Date of ('losing (but in any event within ninety
(90) days after the Date of Closing). Seller shall cause to prepare and deliver to Purchaser
a certificaion (the "Closing Certificate") prepared by Olsen, Thielen & Co., Ltd. (the
"Accountant”). The Closing Certificate shall inciude:

.(.i) An itemized calculation of the Balance Sheet Adjustment pursuant
to Section 2.2(h) of this Agreement;

(11) ' A closing balance sheet (the "Closing Balance Sheet") prepared in
accordance with Sections 2.8(b), () and () of this Agreement;

(i'\j) Copies of all supplementzry documents, work papers, and other
data relating to the Closing Certificate; and




(iv)  Such other suppiementary evidence as the Purchaser may
reasonably require either prior to or after delivery of the Closing Cenificate.

(b) In connection with the preparation o the Clesing Balance Sheet and all
other matters arising under the Closing Certificate. Purchaser and Valley shall afford
Seller and its representatives complete access to the books, records, personnel and
facilities of or pertaining to Valley to permit the Ac:ountant to review such information
a5 is necessary or desirable to prepare the Closing Balance Sheet and all other statements
arising under the Closing Certificate.

(c) The itemized calculation of the Balance Sheet Adjustment shall be
presented and calculated in accordance with Exhiait E hereto. For purposes of the
Balance Sheet Adjustment. inthe event any amount vas withheld at the Closing which (i)
axceeds the amount that is determined by the Accountant to have been properly withheld,
the difference shall be due to Seller, or (ii) is less than the amount that is determined by
the Accountani to have been properly withheld, the difference shall be payable t
Purchaser.

(d)  The Closing Balance Shest shall consist of the staiement of the
Accountant based on a review of the balance sheet »f Valley as of the close of business
en the Datz of Closing in-accordance with GAAP consistently applied by Valley
(including any change in accounting methods or priaciples disclosed in any Schedule or
Supplement) and without giving effect to the consummation of the transactions
contemplated hereby. The Accountant's statement oa the Closing Balance Sheet shall be
ungualified. except for the modifications 1o GAAP mandated by this Agreement for the
proper presentation and calculation of the matters required to be included with and in the
Closing Certificate. The expense of the preparation of the Closing Balance Sheet by
Seller shall be bome by Seller. The panties hereby acknowledge and agree that,
regardless of whether it is otherwise required by GAAP. or whether it is inconsistent with
the past accounting practices of Vallev. the Closing Balance Sheet shall not contain
accruals for the expenses associated with the prepara:ion of the Closing Balance Sheet.

In addition to the foregoing. the Closinz Balance Sheet prepared by the
Accountants shall be adjusted 1o reflect the following adjustments and departures from
GAAP applied in 2 manner consistent with all of Valley's past accounting practices:

(1) An adjusting entry shall be made to debit a newly created current
asset account entitled "Prepaid Construcuon Costs" and to ¢rediy either the
appropnate fixed asset account or retained eamnings, to reflect any and all
payments on Valley's books and records since January 1, 1998 such that any
construction or improvement costs incurred by Valley since Januarv 1, 199§ are
reflected as "working capital neutral” in or or: the Closing Balance Sheet; and




(i) . An adjusting entrv shall be made to debif a newly created current
asset account entitled "Long Term Debt Paid” and to gredit-a newly created
account "Long Term Debt" 16 reflect all payments by Valley of any debt classified
in or on Vallev's December 31, 1997 financial statements in the long term (non-
current) debt category of such financial statements.

(e) If Purchaser concludes that any matter reported in the Closing Ceruficate
is mot accurate. the Purchaser shall, within twenty (20) days after its reccipt of the
Closing Certificate (the "Response Period"). deliver to the Seller a written statement
setting forth a specific description of each of it obje:tions and each of any discrepancies
believed to exist. If no notice of any objections cr discrepancies is given within the
Response Period, then the calculations set forth in the Closing Certificate shall be
controlling for all purposes of this Agreement, and Purchaser or Seller, as the case may
be. shall pay the other the amount which they are obligated to pay in accordance with the

Ciosing Certificate pursuant to Sectigq 2.8(g)} below.

(H Purchaser and Seller shall use good faith efforts to jointly resolve the
properly noticed objections and discrzpancies within fifteen (15) day s of the receipt of
the written statement of objections and discrepancies. which resolution, if achieved. shall
be fullv and completely binding upon all parties to this Agreement and not subject to
further review, appeal. or dispute. . {f Purchaser and Seller arc unable to resolve the
objections and discrepancies o their mutual satisfiction within such fifteen (15) day
period. then the matter shall be submitted to a mumally acceptable accounting firm of
national reputation with experience in the Jocal exchange teleghone industry (the
"Independent Accountants"). In submitting a dispute to the Independent Accountants.
each of the parties shall concurrently fumish. at its own expense. to the Independent
Accountants and the other party such documents and information as the Independent
Accountants may request. Each party may also furnish to the Independent Accountants
such other information: and documents as it deems relevant, with the appropriate copies
and notification being concurrently given to the other party. Neither party shall have or
conduct any communication. either wiitten or oral, with the Independent Accountants
without the other party either being present or receiving a concurrent copy of any written
communication. The Independent Accountants may conduct a conference concerning the
objections and disagrezments between Seller and Purchaser, at which conference each
party shall have the nght o (i) present its documznts, materials and other evidence
{previously provided to the Independent Acccuntants and the other party) and (ii) to have
present 1ts or their adwvisors, accountants and/or counsel. The Independent Accountants
shall promptly (but not to exceed thirty (30) days from the date of engagement of the
Independent Accountants) render a decision on the issues presented, and such d€C1510ﬂ
shall be final and binding on the parties.

(g Within five (5) days of the earlier to occur of (i) any failure to object to the
Closing Ceruficate within the Response Period. cr (if) receipt of the Independent
Accountant's decision with respect to such dispute, if Purchaser is deemed to owe an
:mount to Seller. Purchaser shall pay such amount to the Seller, and if the Seller is
det cmmcd to owe an amount to Purchaser, the Seller shall pay such amount to




Purchaser. All amounts owed by Purchaser or Seller tc the other accordance with this
Section 2.8 shall be paid by certified or bank cashier's check or by wire transter of
iramediatelv available funds with interest computed thereon from the Date of Closing at

- the pnme rate charged on the date the payment becomes due by US Bank National

Association, Minneapolis. Minnesota.

2.9 Indemnpification Holdback.

(a)  Establishment _of Indemnification Account. The Indemnification
Holdback shall be withheld from the amount pavable to Seller at Closing and shall be
deposited by Purchaser into a segregated. short-term investment account in the name of
Seller (the “Indemnification Account™) at a bank which is mutually accepiable to the
parties. Withdrawals from the Indemnification Accourt shall require the signature of an
authorized signatorv of Seller and an authorized signatory of Purchaser. The expiration
date (the “Expiration Date™) of the Indermuification Account shall be the close of business
occurring twelve (12) months following the Date of Closing (or the next business day if
such dav is noi a business day). In the event any RG! Sale 1s consummated by closing
prior to the Expiration Diate. the entire remaining balance in the Indemnification Account
shall be transferred to the RGI Sale Indemnification A :count estabiished pursuant to the
RGI Shareholders Agreement.

(b} Indemnificauon Procedure.

{1 In the event that. following the Closing. Purclaser incurs Losses
for which Purchaser believes it is entitled o indemnification from Seller in
accordance with Section 9.1, then Purchaser :hall submit to Seller a claim for
indemnification describing in reasonable detuil the nature and, to the extent
reasonably practicable, the extent of the Losses that Purchaser believes are
indemnifiable (an “Indemnification Notice™). If there 1s no dispute as to the
applicability of indemnification for such Losses. Purchaser and Seller shall
promptly transfer to Purchaser sufficient funds from the Indemnification Account
to indemnifv Purchaser for such Losses.

(i)~ If. by the Expiration Date, any lndemnification Notices have been
duly processed in accordance with Section 2.9(5)(1). then on the first business day
foliowing the Expiration Date, Purchaser and Szller shall distribute the balance of
the Indemnification Account, together with the interest or income thereon, to
Seller.

{iiiy  if one or more Indemnification Notices given on or prior to the
Exprranon Date remain unpaid as of the Expiration Date, then Purchaser and
Seller shall retain in the Indemnification Account a sum (the “Pending Claims

“Amount”) equal to the lesser of (a) the monies then remaining in the -
Indemnification Account or (b) one hundred twznty percent (120%) of the amount
claimed in the pending Indemnification Notices, until the parties, or a third party

decision maker. such as an arbitrator appoinicd pursuant to Section 9.4 of this
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Agreement. have resolved Purchaser's individual claims for indemmficauon. as
ap-phcablc. whereupon Purchaser and Seller shall promptly disburse the
undisputed amount remainir:g in the Indzmnification Account. together with
interest or income thereon on a pro rata basis to Purchaser andror Seller in
accordance with the resolution of such dispuite. -

(iv)  If. on the Expiration Date. the amount in the Indemnification
Account exceeds the Pending Claims Amount, Purchaser and Seller shall disburse
such excess amount to Seller within five (57 business days of the Expiration Date.

ARTICLE 3. REPRESENTATIONS AND) WARRANTIES OF SELLER

As an inducerent to Purchaser to enter into this Agreement and to consummate the
trensactions contemplated hereby. Seller represents and warrants to Purchaser that cach and all of
the following (as modified by the schedules to ‘his Agreement (the "Schedules™ and any
Supplement delivered by Seller pursuant to Siection 11,23 of this Agreement) are true and correct
as of the date of this Agreement and will be true and correct as of the Date of Closing:

KR Due Incorporation. Valley is a corporaticn duly organized. vaiidly existing and
in good standing under the laws of the Statz of Minnesota. Valley has all requisite power and
authority. corporate and otherwise, to own, operate and lease its properties and assets and to
conduci the Businesses as they are now being conducted. Except as set forth as Schedule 3.1
hereto. Vallzy is dulv gualified to transact business as a foreign corporation and is in good
standing under the laws of every state or junsdiction in wlich the nature of j{s activiiies or of its
properties owned. leased or operated makes such qualificaiion necessary and in which the failure
1o be so gualified could reasonablv be expected to have a Material Adverse Effect on Valley.

3.2 Capitalization. The authorized capital stock of Valley consists solely of 6500
shares of common stock. no par value per share, and 351 shares of preferred stock, $1.00 par
value. of which 3400 shares of common stock are 1ssued and outstanding on the date hereof
Selier 1s the lawful owner of zll of the issued and outstanding shares of Valley, and has valid and
marketable title thereto free and clear of any and all liens. Valley does not hold any shares of its
capital stock 1nats treasury, None of the Stock has been issued in violation of the rights of any
Person. Except as set forth on Schedule 3.2 hereto, as of the date hereof, (i) there are no
Convertible Securities or Debt Securities outstanding; (ii) there are no Rights outstanding; and
(111) there are no shareholder agreements or other agreements, understandings or commitments
relaung 1o the nghts of the Seller to vote or dispose of the Stock.

33 Due Authorization. The execution, deliveiv and performance of this Agreement,
including the documents, instruments and agreements 10 be executed and/or delivered by the
Selier pursuant to this Agreement, and the consummation of the transactions contemplated
hereby and thereby have been duly and validly authorized by all necessary action on the part of =
the Seller. This Agreement and the documents, instruments and agreements to be executed
andror delivered by the Seller pursuant to this Agreement have been or will be on or before the ~
Date of Closing duly and validly authorized, executed and delivered by the Seller and the
obligations of the Seller hereunder and thereunder are or will be upon such execution and
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deiivery valid. legallv binding and enforceable against Seller in accordance with their respecuve
terms. except as such enforcement may be limited by applicable bankruptey. reorganization,
" insolvency. moratonum or other similar laws presently or hereafier in effect affecting the
enforcement of creditors’ rights generally and by gencral principles of equity { {regardless of
whether such enforceability is considered in a proceeding at law or in equity), including. among
thers. limitaions on the zvailability of equitable remedics.

3.4 No Breach. The Seller has full power and authority, corporate and otherwise. to
seil. assign. transfer, convey and deliver to Purchaser the Stock to be sold hereunder and to
otherwise perform its obligations under this Agreement and the documents, Instruments and
agreements 10 be executed andior delivered by the Selivr pursuant hereto. - The execution and
c‘-élivery of this Agreemcnt. mcludmg the documents, ins:ruments and agreements 1o be execuled
andior delivered by the Seller pursuant to this Agrecment, and the consummation of the
transactions contemplated hereby and thereby will not: (i’ violate any provision of the Articles of
incorporation or Bvlaws (or comparable governing documents or instr'ments) of Valley: (i)
violate any Apnlicable Laws or Injunction applicable to “alley or Seller: (iii) except as provided
ir Schedule 3.4 hereto. require any filing with, permit from. authorization. consent or L\prwroval
of, or the giving of anv niotice 1o, any Person: (iv) except as provided in Schedule 3.4 hereto,
result in 2 violation or breach of. or constitute (with or without due notice or lapse of time or
bothy a de f ull (or give apother party anv rights of termination, cancellation or acceleration)
under any of the terms. conditions or provisions of anv note, bond. mortgage, indenture, license,
franchése. perrmt {including. but not limited to, anyv pennits. approvals or authorizavons of the

CC. the MPUC, the SDPUC or any other Governmenmntal Body). lease or other Contract to which

Y d“ ¢v andor Seller is a party. or by which Valley. Seller or any of their properties or assets may

te bound: or {v) resuli in the creation or imposition of anv Encumbrance on any of the properties
r assets of Vallev or Seller.

3.5 Clear Title. Except for the Permitted Encumbrances or as otherwise set forth on
Schedule 3.5 hereto. on the Date of Closing. Vallev will hold good. valid and marketable title to
or a valid leasenold imterest in all of 1ts properties and assets free and clear of any and all
Encumbrances of anyv kind. nature and descniption whatscever.

3.6 Conditicu of Assets. Excep: as set forth in Schedule 3.6 hereto. all of Valley's
properties and assets (1) have in all matenal respects bzen properly maintained, (ii) are in all
matenal respects in good operation condition and repair. subject only to ordinarv wear and tear,
(i1i) are useble ard fit for their intended purpose, and (iv) are all the assets used to operate the
Businesses as currently conducted.

-

37 Litigation. Except as described in S¢liedule 3.7 hereto, there is no pending
Proceeding:

{a) that has been commenced by or served upon Valley, or of which Selier or.
Valley has Knowledge (other than any Proceeding: which generally affects the business of
all Persons conducuw'* pusiness similar to Valley and in which Valley is not a named
defendant); o




{(b) to Seller's Knowledge, that challengss or that will have, with substanual
cenainty, the effect of preventing, delaving. making illegal. or otherwise interfenny with,
the consummation of the transactions contemplated hereby.

To the Knowledge of the Seller, no such Proceeding has bezn Threatened. Except as provided 1n
Schedule 3.7 hereto, 1o Seller's Knowledge, Valley is not a party to or subject 10 the provisions
of any Injunction which could, individually or in the aggresate, reasonably be expected to have @
Material Adverse Effect on Valiey or impair the ability of the Seller to consummate the
transacticns contemnplated hereby.

3.8 Laber Matters. During Seller's ownership -erm, Valley has never been a party to
any collective bargaining agreement or other labor Contract. Because Valley has no employees.
there has rever been during Seller's ownership termn, ard there is not presently pending or
existing. and to the Seller's Knowledge there is not Threatened. (i) any strikc. slowdown.
walkout. picketing. work stoppage, labor arbiwration or other Proceeding in respect of the
grievance of any Vallev employee, (i) any applicatior or complaint filed by any Valley
emplevee or union with the National Labor Relations Boerd, or any comparable Governmental
Body, (iii) anv organizational activity or other labor dispuie aganst or affecting Valley. and no
application for certification of a collective bargaining agreement is pending or. to the Seller's
Knowledge. is Threatened. Except as set forth in Schedule 3.8 hereto. there is no allegation,
charge. complaint or Proceeding pending or, to Seller's Knowledge, Threatened by any Person
against Valley or any of its current or former officers. directors or empioyees relaling to
emplovment. equal employment opportunity, discrimination, harassment. wrongful discharge,
unfair labor practices. immigration, wages, hours, benefits. collective bargaiging. the payment of
social security or simifar taxes, occupational safety and heaith or plant closing.

3.9 Taxes. Seller has filed consolidated federal income taxes which included Valley
and other entities (collectively, the "Company”).

(a) General Tax Matters. Except as sei forth in Schedule 3.9, with respect to
the Company. (a) all Tax Returns and all similar {ilings required to be filed before the
Date of Closing by the Company with respect to any Taxes that may be assessed against
Valley have been timely filed with the appropriate Covernmental Body in all jurisdictions
in which such Tax Retumns are required to be filed, all such Tax Returns correctly reflect
the Liability of the Company for Taxes for the periods, properties or events covered
thereby, and are correct and complete in all materinl respects; (b) all Taxes that may be
assessed against Valley shown as payable on the Tax Retumns filed by the Company prior
to the Date of Closing. all Taxes that may be assess=d against Valley due and payable by
the Company prior to the Date of Closing (whether or not shown on any Tax Return) and
all Taxes that may be assessed against Valley accruable with respect to events occurring
prior to the Date of Closing, whether disputed or rot, will either have been paid in-full
prior to the Date of Closing or an adequate accruzl in accordance with GAAP will ‘be
provided with respect thereto on the Closing Balan:e Sheet; (c) no deficiency in respect
of any Taxes that may be assessed against Valley which has been assessed against the
Company rematins unpaid and there are no unassessed Tax deficiencies or any audits or to
Seller's Knowledge investigations pending or thrzatened against the Company with
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respect to any Taxes that may be assessed against Valley; (d) there 15 1n cf!'cc; no
extension for the filing of any Tax Return and the Company has not extended or walved
the application of any statute of limitations of any jurisdiction regarding the assessment
or collection of any Taxes that may be assessed against Vallev: (e) no claim has ever
been made by any tax authority in a jurisdiction in which the Campany does not file Tax
Returns that the Company is or may be subject to taxation by that junsdiction with
respect to Taxes that may be assessed against Valley; (f) there are no Encumbrances for
Taxes upon any asset of Valley except for Encumbrances for current Taxes not vet due
and pavable; (g) to Seller's Knowledge no issues have been raised In any examination by
anv Tax aathority with respect to the Company which, by application of similar
principles. could with substantial certainty be expectad to result in a proposed deficiency
that may be assessed against Valley for any other period not so examined; (h) the
Company is not a party to any Tax allocation or sharing agreement or othcrwise that may
e assessad against Valley under any obligation to indemnify any Person with respect to
anv Taxes. except for an unwritten arranigement among the entities which constitute the
Company: {i) there are no requests for rulings in respect of any Taxes that may be
assessed against Valley pending between the Compaiy and any Tax authonty: and 0) the
Company has timelv made all deposits required by law to be made with respect to sales
and use Taxes and emplovees’ withholding and other employment Taxes that may be
assessed against Valley.

{d) Disputed Claims and Tax Returms. Schedule 3.9 hsts all matenal
disputes or claims concerning any Tax Liability of the Company that'may be assessed
against Valley claimed or raised by any authority as to which Seller has Knowledge.
Schedule 3.9 lists all federal, state, local, and foreign income Tax Returns filed with
respect to the Company for taxable pericds ended on or after December 31, 1995;
indicates whether those Tax Returns have been audited; indicates those Tax Returns that
currently are the subject of audit; and includes a his: of all federal income Tax Retumns,
examination reports, and statements of deficiencies assessed against or agreed to by the
Company since January 1, 1993, each of which has bz:en provided to Purchaser.

(c) S Corporation Status. None of the entities which constitute the
Company have ever been a validly electing S corporation within the meaning of Sections
1361 and 1362 of the Code.

v 3.10 Emplovee Benefits. Vallev does not cuitently and has never in the past
maintained. sponsored or contributed to any Benefit Plan, and has no obligation to contribute to
anyv Benefit Plan.

3.11  [THIS SECTION INTENTIONALLY OMITTED.]

3.12 Fipancial Statements. Seller has furnishzd true and correct copies of the
financial statements identified in Schedule 3.12 hereto t¢ Purchaser. All of said {inancial
statements. including any notes thereto, are true and correct in all material respects and fairly
present the financial position and condition of Valley as of their respective dates and the results
of 1s operauons for the periods covered in accordance with GAAP applied by Valley on a

)
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consistent basis throughout the periods covered thereby and on a basis consistent with that of
" prior vears and periods. provided, however that any interim financial statements histed on such
Schedule mav not include statement of cash flows. are subject to vear-end adjustments and lack
footnotes and other required presentation items. Except for Liabilities (1) reflected or reserved
against in the balance sheet (the "Balance Sheet") of Seller as of December 31, 1997 (the
"Balance Sheet Date") or in the notes thereto, (ii) incurr=d in the Ordinary Course of Business
since the Balance Sheet Date (none of which resulted from, arose out of. is related to. or was
caused by any breach of Contract, breach of warranty, tort. infringement or violation of
Applicable Laws). (iii) arising under Contracts to which Valley is a party. and/or (1v) described
on Schedule 3,12 hereio, the Company does not have any Liabilities which, individually or in the
aggregate, would have a Material Adverse Effect on Valley. The reserves for doubttul accounts
reflected in the Balance Sheet are adequate and have been calculated consistent with past
practice,

3.13  Absence oi Certain Developmuoauts, Excent for the transactions contemplated by
this Agreement. or as otherwise set forth on Schedule 3.1 hereto, since the Balance Sheet Date,
Vallev has conducted the Businesses only 10 the Ordinary Course of Business and has not:

{aj Sold. leased. assigned or otherwisc transferred any material propenties or
assets. or disposed of or permunied to lapse anyv rights in Intellectual Property (as
hereinafier definedi owned or used by Valley, other than in the Ordinarv Course of
Business. or organized any new business entity o: acquired any equity securilies, assets,
properties. or business of any Person or anv equit or ownership interest in any business
or merged with or into or consolidated with any other Person: -

, {(b) Suffered. sustained or incurred any material loss or waived or released any
material nght or claim. whether or not in the Ordinary Course of Business;

{c) Suffered. sustained or incurred ony material damage, destruction or
casualty los:: to any material properties or assets, whether or not cove red by insurance;

(d) Except for the early pavment of 'ts Debt Instruments, engaged in any
transaction not in the Ordinary Course of Business:

(e) Made any capital expenditure (or series of related capital expenditures)
exceeding S10.000;

(H Subjected any of its properties or assets to any Encumbrance, whether or
not in the Ordinary Course of Business;

() Issued any note. bond or other debt security. created. incurred or assumed
any indebtedness for borrowed money or capitalized lease obligation or otherwise

incurred any material Liability, except current Liahilities incurred in the Ordinary Course
of Business;




(h) Other than the early payment of its Debt Instuments. and except as
contemplated by this Agreement, discharged or satisfied any Encumbrance. or paid any
material Liability, other than currernt Lisbilities shown on Seller's balance sheet as of the
Balance Sheet Date, and current Liabilities incwTed in the Ordinary Course of Business

since the Balance Sheet Date;,

(1) Other than transactions not ordinarily or presently characterized ' as
dividends or distributions, such as payment of professional fees, declared. set aside or
paid a dividend or made any other distributior. with respect to any class or senes of
capital stock of Valley, or directly or indirectly redeemed, purchased or otherwise
acquired any shares of any class or series of Valley's capital stock:

(j)  Increased compensation payable cr to become payable by Valley to any of
its officers or directors, other than in the Ordinar Course of Business;

$9] Except for the Joan to Max and Susan Tite, loaned money to any
Person or guaranteed any loan (o or Liability of any Person. whether or not in the
Ordinary Course of Business; ’

(N Except as disclosed in the Schedules hereto, amended or tenminated any of
the Operating Conuacts (as hereinafter defined), except in the Ordinary Course of
Business:

(m) Except with respect 1o the acccunting practice to_expense equipment
purchased that will be leased to customers. chinged accounting methods or practices
(including. without limitation. any change in depreciation, amortization or cost
accounting policies or rates); ' ‘

(n) Suffered, sustained or incurred any Material Adverse Change in the
properties, assels, Liabilties. revenues, inceme, business, operations, results of
operations or financiai condition of Valley;

(0) Delayed or postponed the paymen: of accounts payable or other Liabilities
outside of the Ordinary Course of Business;

(p) Entered into any employment or collective bargaining agreement, written
or orai;

(@) Made any change or amendment in its articles of incorporation, bylaws, or
other governmng INSImMents;

(r) Issued or sold any securities; acquired, directly or indirectly, by
redemption or otherwise, any securities; reclassified, split-up or otherwise changed any
such equity security: or granted or entered into any OpUORNS, Warrants, calls or
commitments of any kind with respect thereto; ard/or




{s) Entered into anv Contract to do any of the foregoing.

3.14 Intellecrual Property. Schedule 3.14 hereto contains a list and description of all
matznal Intellectual Property owned by Valley or used by Valley in the opcration of the
Businesses. Except as set forth in Schedule 3.14, Seller has no Knowledge of any assened claim
1o the effect that the operation of the Businesses or the possession or use in the Businesses of any
of the Intellectual Property listed and described ori Schedule 3.14 hereto, infringes the
Intelleciual Property rights of any other Person. Except as set forth in Schedule 3.14. Seller has
no Knowledge of any claim that any of the Intellectual Froperty listed and described on Scheduls
2.} is invalid; and, except as provided in Schedule 3.4 hereto. Valley 1s not obhgated under
an> Contract or otherwise to pay royalties, fees or other payments with respect to any of the
intellectual Property listed and described on Sghedul: 3.14 hereto. Except as set forth n
Schedule 3.14, the consummation of the transactions coniempiated by this Agreement will not
adverselv affect the use by Valley of any of the Intell :ctual Property listed on Schedule 3,14
hereto. .

3.16 Operating Contracts. Except as shown ;11 Scheduie 3.16 and except with respect

te “ontracts that have been fully performed as of the cate hereot and have no further force or
effzct. Vallev s not 2 party to any Comtract.  All of the Contracts listed on 3chedule 3.16 hereto
are referred 10 In this Agreement as the "Operating Contracts”. All of the Operaung Contracts
were made in the Ordinary Course of business. anc, to Suller's Knowledge. are valid. ninding and
currently in full force and effect as to Valley. Valley is not in default in any material respect
under any of the Operating Contracts, and, to Seller's Knowledge, no event has occurred which,
through the passage of time or the giving of notice. or both, weuld constitute a default by Valley
or give nse 1o a nght of termination or cancellation by znother party under any of the Operating
Contracts. or cause the acceleration of any Liability of Valley, or result in the creation of any
Encumbrance upon any of Valley's properties or asset«. To the Seller's Knowledge. no other
partyv is in default under any of the Operating Contracts. Except as described gon_Schedule 3,16
hereto. none of the Operating Contracts have been canceled. terminated, amended or modified.
Except as provided in Schedule 3.4 hereto, the consurnmation of the transactions contemplated

hereby will not require the consent or approval of any Person under any of the Operating
Contracts.

3.17  Real Estate. Valley is not a lessee under any oral or written real property leases.

-

Schedule 3.17 contains a list of all written easements vnder which Valley is a benefited party.
With respect to each parcel of real estate owned by Valley (the "Real Estate™):

{a) Schedule 3.17 contains a complet: and accurate legal description of each
puarcel of Real Estate:




(b)  Except as set forth cn Schedule 3.17 hereto. to the Knowledge of Seller.
there are no public improvements affecting any parcel of Rea} Estate. including. but not
limited to. water, sewer. sidewalk, street. alley, curbing, landscaping or related
‘improvements, which have been commenced and/or completed and for which an
assessment has not been levied or, to Seller's Knowledge, which may be levied after the
date of this Agreement; '

{c) Except as set forth in Schedule 3.17 hereto, there are no deferred propenty
Taxes or assessments with respect to the Real Estate which may or will become due and
payable as a resuit of the consummation of the transaction contermplated hereby:

{d) Valley is the sole owner in fee simple title of each parcel of Real Estate
and each such parcel is free and clear of any «nd all Encumbrances. except (1) those
Encumbrances set forth in Schedule 3.5 or Schedule 3.17 hereto, (i) municipal zoning
ordinances, easements for public utilit.es and recorded building and use restrictions and
covenants, (iii) general real estate Taxes and insiallments of special assessments pavable
in the vear of Closing. and (iv) minor survey exceptions, encumbrances, licenses.
easements or reservations of, or rights of cthers for, oil. gas minerals, ores or metals.
rights of way. sewers, electric lines. telegraph and telephene lines and other similar
purposes. or zoning or other restrictions on the use of real property. minor defects in title
or other similar charges or encumbrances not intcrfering in any material respect with the
Ordinarv Course of Business of Valiey or with the use or ownership of the Real Estate
(collectively the "Permitted Encumbrances”). To Seller's Knowledge, the Permitted
Encumbrances and those encumbrances set forth in_Schedules 3.5 or 3.17 hereto do not
individually or in the aggregate materially impai- or prohibit Valley's current use of the
Real Estate; ‘

(e) Except as set forth in Schedule 2.17 hereon, there are no condemnation

Proceedings pending or. to the Seller's Knowledge, Threatened with respect to all or any
part of any parcel of Real Estate;

H To the Seller's Knowledge, except for the Permitted Encumbrances and
those encumbrances set forth jn_Schedules 3.3 or 3.17 hereto , there are no private
restrictions, covenants, or reservations which materially and adversely affect the use or
occupancy of all or any part of any parcel of Real Estate;

(g)  To the Seller's Knowledge. there are no Applicable Laws requiring repair,
alteration or correction of any existing condition an any parcel of Real Estate and, to the
Seller’s Knowledge, there are no conditions that could give rise to the same;

(m Tc the Seller's Knowiedge, except as set forth in._Schedule 3.5 or Schedule
217 herete, and the disclosed crack in the exterior wall of the Browns Valley
teiephone office building. (A) there are no materici structural, mechanical or other defects
of material significance in any of the buildings, :mprovements, fixtures and equipment,
including the roof, heaung. ventilating, air conditioning, electrical, plumbing and sanitary
dispesal systems. locaied on any parcel of Real Estate, and (B) all such buildings,




improvements. fixtwes and equipment, inclucing the roof, heaung. venulatung. aw
conditioning. elecmecal, piumbing and sanitary d:spesal systems will be until the Date of
Closing. maintained in good repair. working ordzr and condition. ordinary wear and tear
excepied;

(1) Except as set forth on Schedule 3,17 hereto. the improvements on each
parcel of Real Estate and Valley's use thereof comply in all material respects with any
and all building. zoning. subdivision, traffic, purking. land use. occupancy. health and
other Applicable Laws pertaining to the Real Estate or to the development. construction.
management, Use an and operations of the improvenents thereon;

) Except as set forth on Schedule .17 hereto, 10 the Knowledge of Seller,
the improvements located on each parcel of Rea! Estate, including fences, dniveways and
other structures cccupied, used or claimed by Valley, are wholly within the boundary
lines of such parcels of Real Estate and such improvement: and Valley's present uscs
thereof do not in any material respect infringe upon the rights of any other Person:

(k) Except as set forth in Schedule 3. 7 hereto. to the Knowledge of Seller. no
buildings. f{ences, dnveways or other structures of any adjoining owner encroach upon
anyv part of any parcel of Real Estate or any of the Easements: and

(H Except as set forth in Schedule 7 17 hereto, to the Knowledge of Seller,
Vallev has all operating permits necessary for ‘he operation of the Businesses, and all
such permits are current. except where the failure to have any sugh current operating
permit in good order would not have a Material Adverse Effect on Valley. To the
Knowledge of Seller, except as set forth in Schedule 3,17, Vallev has all easements or
access through public utility easernents: on to private property. Construction permits,
highway crossing licenses and permits (and other similar licenses and permits) and right-
of-way-licenses reasonably necessary to conduct the Businesses. except where the failure
to have any such easement on to private propert:, construction permits, highway crossing
licenses and permits (and other similar licenses and permits), and right-of-way licenses
would not have a Matenal Adverse Effect.

Seller and Purchaser recogruze and agree that title commitments and surveys provided in
accordance with Section 7.8 of this Agreement may coniain additional information regarding the
Real Estate of which the Seller does not have Knowledze as of the date of this Agreement. and
that such information will be included as appropriate in :: Supplement to Schedule 3.17

Notwithstanding any contrary provision contained in this Agreement. the representations and
warranties contained n this Section 3,17 which relate to title to and encumbrances on Real Estate

shall terminate and expire. on the Date of Closing and rhall not survive beyond such date. See
Section 5,14,

3.18  Accounts Receivable. Valley's accounts receivable and other rights to the
payment of money represent. and on the Date of Closiny will represent, valid obligations arising
from sales sctually made or services actually performed in the Ordinary Course of Business.




319 Books and Records; Bank Accounts. Valley's books of account and other

“financial and corporate records have been made availablz to Purchaser and its representatives (01
“will be so made available prior to the Date of Closing). Such books of account and records are
“current, complete, true and correct in all material respects.  All such books and records are
consistent with the financial statements listed on Schedle 3,12 hereto. Attached hereto as part
of Schedule 3.12 is a list of all of Valley's bank accounts, security accounts and other sumilar
accounts, and the names of all Persons authorized to draw thereon or have access thereto. as well
as the identification of all safety deposit boxes, and the persons authorized to have access to
those boxes:

3.20 Employees. During Seller's ownership term, Valley has never had any
employees, or to Selier's Knowledge, and except as disciosed in Schedule 3.20 hereto, any lcased
employees. as defined in Section 414(n) of the Code.

321 Licenses.and Permits. Except as set forth in Schedule 3.2 1, Valley has obtc'ned
all material licenses, certificates, franchises and permits of any Governmental Body having
jurisdiction over Valley or any of its properties or assels to operate and carry on the Businesses
as they are now being conducted. All such material licenses, certificates. franchises and permits
( except for construction permits, highway crossing licenses and permits and fight of way
licenses arc described on Schedule 3.21 hereto and are in full force and effect.

3.22  Other Material Contracts and Obligations. Except for the Operating Contracts
and the Coniracts disclosed on Schedule 3,22 hereto, Valley is not a party to or bound by any:

.
(a) Dealer. distributorship or sales agency agreements. excluding purchase
orders with respect to the purchase or sale of preducts or services in the Ordinary Course
of Business;

(b) Advenising Contracts:

{c) Contract for capital expenditures having a remaining balance in excess of
$10.000.

(d) Leases with respect to any property, real or personal, whether as lessor or
lessee. except for anv lease having a term of onz year or less or aggregate rents payable
overits life of $10,0040 or less:

(e) Contract containing covenants b Valley not to compete in any lines of
business or with any Person;

(H Franchise or license agreements;




(2) Except as disclosed in Scheduie 3.13. loan or credit agreements,
oromissory notes or other evidences of indebtedness. including all agreements or
commitments for future loans. extensions of credit or financing, excluding credit
extended by Valley to its customers: ‘ :

{(h) - Guarantees:

(1 Contract or purchase order for the ourchase of anv services. raw matenals.
supplies or equipmen! involving payments of more than $5.000 per annum or an
aggregate of more than $10,000, excluding purctase orders for the purchase of products
or services entsred into in the Ordinary Course of Business; or

G4) Contraci for the sale of any proper.ies, assets or services involving a value
estimated at more thar, 510,000, excluding purciase orders for the sale of products or
services in the Ordinary Course of Busin -ss.

3.23  Subsidiaries. Dunng Seller's ownersiip term. Valley has never had any
ubsidiaries. Except as set forth on Schedule 3.23 hercto, Valley does not own any shares of
stock-or other securities or equity interests. directly or indirectiy, in any other Person. Except as
ser forth on Schedule 3.23 hereto, Valley is not subject to any obligation or requirement 10
provide funds to. or invest i, zny such Person. ‘

3.24 Iosurance. Seller has maintained and wiil continue to maintain unti! the Date of
Closing the insurance described in Schedule 3,24, whick insurance covers ’\;a_}_le_v's 1angible real
and personal preperty and assets, whether owned or lezsed. agamst loss or damage by fire or
other casualty. All such insurance is in full force on th: date of this Agreement and is carmed
with insurers hicensed in the states affected by such poiicres. Seller has promptly and adequately
notified Seller's insurance carriers of anv and all claims known to the Seller with respect to the
operations. products or services of Valley for which Valley is insured. Seller has not been
refused any insurance coverage by any insurance carrie” to which it has applied for insurance
during the past three (3) vears.

3.25 Brokers. Except for the engagement of Dain Bosworth by Seller, neither Valley
or the Seller has employed or 2ngaged any broker, finde-. agent. banker or third party, nor have
they otherwise dealt with anvone purporting to act in the capacity of a finder or broker in
connection with the transacticns contemplated hereby. No commissions. finder's fees or like
charges be incurred by Valley or the Seller in connectior. with the execution and delivery of this
Agreement or the consummation of the transactions contemplated hereby.

3.26  Relationship with Related Persons. Except as set forth in Schedule 3.26 hereto,
the shareholders, directors and officers of Valley and its Related Persons (as hereinafter defined)
do not have any interest in any of the properties or assets of Valley and, to the Seller's
Knowiedgze. do not own. of record or as a beneficial owner, an equity interest or any other
financial or profit interest in any Person that (i) has had business dealings or a material financial
interest in any transaction with Valley or, (ii) has engzged or is engaged in competition with
Valley with respect to any line of products or services 0" Valley in any market presently served




by Vailev (a "Competing Business”) (except for less than three percent (3%)' of the outstanding
cz-apital stock of any Competing Business that is publicly traded on any recognized exchange or in
the over-the-counter market). To the Knowledge of Scller and except as set forth on ,S_ch;d_uj_e
3.26 hereto, no shareholder. director or officer of Valley and none of their Related Persons 1s a
party to any Contract with, or has any present claim or right apainst, Valley. other than the nghts
officers and directors of Valley have with respect to indemnification under state law. All money
owed by Valley to its shareholders, directors or officers. or their Related Persons. {other than for
salary) are for bona fide debts and are set forth in Schedule 3.26 hereto.

3.27 Hazardous Materials. Except as set forth in Schedule 3.27 hereto. to the
Knowledge of Seller, Valley has never generated, transported, stored, handled, disposed of or
contracted for the disposal of any Hazardous Materials. Except as set forth in Schedule 307
hereto. 10 the Knowledge of Seller, no employee of Valley has, in the course and scope of
emplovment with Valley, been exposed to any Hazardous Materials in such a manner as to be
harmed thereby (wheder such harm is now known to exist or will be discovered in the future).
Excent 4s set forth on Schedule 3.27 hereto, Valley is not listed as a potentially responsible party
under CERCLA or anv comparable or similar U.S. federal or state statute, Valley has not
received written or orzl notize of such a listing and the Seller has no Knowledge of any facts or
circumstances which could give rise to such a listing. :

3.28 Other Environmental Matters.

{a) Except as set forth on Schedule 3.28 hercto, the Real Estate has been
operated by Valley and is in compliance in all material respects with all Applicable Laws,
including Environmental Laws and all Applicat:le Laws relating to underground and/or
above ground petroleum storage tanks. To the Knowledge of the Seller, except as set
forth on Schedule 3.28 hereto, Valley otherwise complies in all material respects with all
Environmental Laws. To the Knowledge of the Seller, except as set forth on Schedule
3.28 hereto, Valley has obtained or has taken appropriate steps, as required by
Environmentai Laws and Applicable Laws, to ottain all environmental, health and safety
permits, consents, zpprovals, licenses and other authorizations necessary for the
ewnership and operation of the Businesses, anc to the Knowledge of Seller, all of the
permits and other such authorizations are in good standing, and Valley is in compliance
i all material respects with such permits and other such authorizations. Except as
described in Scheduje 3.28 hereto, to the Knowlzdge of Seller, the Real Estate is free of
any and all Hazardous Matenials. The Real Esuate is not subject to any “‘Super-Fund”
tvpe Encumbrances by any Person arising from the release or threatened release of any
Hazardous Matenals in, on. about or under the R.al Estate.

{b) To the Knowledge of Seller, all 0" the third parties with which Valley has
arranged. engaged or contracted to accepl, treat. transport, store, dispose or remove any
poliutant generated o: present at the Real Estate. or which otherwise participate or have
participated in activilies or conduct related to the Real Estate or the Businesses, were
properly permitted at the relevant time to perform: the foregoing activities or conduct.




(c) Except as described on Schedule 3 28 hereto. there are not currently and to
the Knowledge of Seiler never have been anv weils or underground and or above ground
storage ian}:sh(whethf:r or not currently in use) on any parcel of Real Estate and. to the
extent such wells or tanks are described in Schediile 3.28. all such wells and tanks are. 10
the Knowledge of Seiler. in sound condition and cre not leaking.

(d) Except as set forth on Schedule 3.28 hereto. no part of any parcel of Real
‘Estate is now heing used. nor, to the Knowledge of Seller, has any parcel of Real Estate
ever been used. as a landfill, dump or other disposal. storage. transfer. treaung or
"handling area for any Hazardous Materials, or as 4 gasoline service station or a facility
for selii;xg. dispensinlg;. storing, transferring, treating or handling Hazardous Matenals.

{e) To the Knowledge of the Seller, and except as set forth on Schedule 228
hersto. Vallev is not subject to any investigation. nor has Valley received any writlen
notification within the: past two years of any judicial or admiistrative proceeding. notice,
order. judgment. decrse or settlement. alleging or addressing (1) any violation of
Environmemal Laws r (ii) any claims or Liabilities and costs anising from the release or
threatened release of any Hazardous Materials. To the Knowledge of Seller. there has
been no release of anv Hazardous Materials in a rzportable quantity under Environmental
Laws at, to or from the Real Estate.

() Except as set forth in Sche 3.28 hereto. 10 the Knowledge of Seller,
there is not constructed. placed, deposited, stored. disposed or located on the Real Estate
any asbestos n any form. ' -

g) Except as set forth in Schedule 3,28 hereto. to the Knowledge of Seiler,
there is not constructed, placed. deposited, stored. disposed nor located on the Real Estate
anv polvchlorinated biphenvls ("PCBs") or transformers. capacitors. ballasts. or other
equipment which contain dielectric fluid containirg PCBs.

(hy Except as set forth in Schedule 3,28 hereto, 10 the Knowledge of Seller.
there is not constructed. placed, deposited, stored. disposed nor located on the Real Estate
any nsulating material containing urea formaldeh vde.

3.29  Debt lastruments. Schedule 3,29 is a tru=, correct and complete list showing the
names of the parties and outstanding indebtedness as of the respective dates set forth on
achedule .29 under all mortgages, indentures. notes, ¢uarantees and other obligations for or
relating to borrowed money. purchase money debt (in:luding conditional sales contract and
capital leases) or covenants not to compete (the "Debt Instruments”) for which Valley is
primarily or secondarily obligated. The Seller have previously delivered to Purchaser true,
complete and correct copies of each of the Debt Instrumrents. Except as described in Schedule
229, Valley has performed ail of the material obligations required to be performed by it. and is .. -
not i material default under any of the provisions of any of the Debt Instruments. and there has
not occurred any event which, (with or without noticz, lapse of time or the happening or
occurrence of any other event) would constitute such a default. .




3.30 Customers ancl Suppliers. As of April 34, 1998, Valley serv ed. in the aggregate.
approximately 815 telephone access lines. To the Krowledge of Seller. and except n the
Ordinary Course of Busmess no customer. subscriber or a group of customers or subscribers of
Valiev has notified Valley on or after April 30. 1998, that the customer intends to terminate.
cancel. limit or modify the customer's business reiationship with Valley, except such
terminations, cancellations, limitations or modifications as occur in the Ordinary Course of
Business of Valley. No vendcr, swpher dealer, representative or consultant of Valley which 1s
material o Valley's business operations has notified Valley after Apnil 30, 1998, that it intends to

terminate, cancel, limit ot -nodlfv its business relationshiy: wuh Valley in any material respect.

ARTICLE 4. REPRESENTATIONS AND WARRANTIES OF PURCHASER

As an inducement for Seller to enter into this Agreement and consummate the
transactions contemplated hereby, Purchaser represents and warrants to Seller that cach and all of
the following (as modified by any Supplement delivered by Purchaser pursuant tc Section 11.23
of this Agreement) are true and correct as of the date ¢f this Agreement and will be true and
correct as of the Date of Closing:

4.1 Due Organization. Purchaser is a cooperative duly organized, validly existing
and in good standing under the laws of the State of Minnesota, Purchaser has all requisite power
and authority. corporate and otherwise, 10 own, operate end lease its properties and assets and to
conduct its business as it is now being conducted. Durchaser is duly qualified to transact
business as a foreign corporation and is in good standing under the laws of every state or
jurisdiction in which the natwre of its activities or of iis properties owned, " Teased or operated
makes such qualification necessary and in which the fai‘ure to be so qualified could reasonably
be expected to have a Material Adverse Effect on the Pur:zhaser.

4.2 Due Authorizalion. The execution, delivzry and performance of this Agreement,
including the documents, insiruments and agreement: to be executed and/or delivered by
Purchaser pursuant to this Agrzement, and the consumraation of the transactions contemplated
hereby and therebyv have been duly and validly authorizzd by all necessary corporate action on
the part of Purchaser. This Agreement and the docum:nis, instruments and agreements to be
executed and/or delivered by Purchaser pursuant to this /\greement have been, or be on or before
the Date of Closing. duiy and validly authorized. execuied and delivered by Purchaser and the
obligations of Purchaser hereunder and thereunder are o will upon such execution and delivery
be vziid. legaliy binding and enforceatle against Purchiser in accordance with their respective
terms. except as such enforcement may be limited by applicable bankruptey, reorganization,
insolvency. moratoriumn or other similar laws preseniiy or hereafter in effect affecting the
enforcement of creditors' nghls generally and by gencral pri-xciples of equity (regardless of
whether such enforceability is onsidered in a proceedinz at law or in equity), including, among
sthers, hmitations on the avatiability of equitable remedi: 8.




3.3 No Breach. Purchaser has full power and authonty. corporate and otherwise, (o
purchase the Stock being purchised hereunder and to ctherwise perform its obligauons under
thxs Agreement and the documews instruments and agre>ments to be exccuted andror delivered

+ the Purchaser pursuant heretc. The execution and deiivery of this Agreement. including the
oorumf'ms instrumen:s and agreements to be executcd and/or delivered by the Purchaser
pursuani 15 this Agreement, and the consummation of thz transactions contemplated hereby and
thereby will not: (1) violate aryv provision of the Arnicles of Incorporation or Bvlaws (or
comparable governing documents or instruments) of Purchaser; (i1} violate any Applicable Laws
or Injunctim applicable 1o the Purchaser: (ii1) require any filing with, permit from. authorization.
consent or approval of. or the giving of any notice to, zny Person; (iv) result in a violation or
breach of. or constitute (with or without due notice or iupse of time or both) a default (or give
another party any nights of termination, cancellation or acceleration) under. any of the terms,
‘conditions or provisions of any note, bond, mortgage. indenture, license. franchise, permit
-(including, buz not limited to. any permits. appeals or authorizanons of the FCC. the MPUC, the
SDPUC or any other Covernmental Body), leasz or other Contract to which Purchaser is a panty,
or by which it or any of its assats or properties.

4.4  Brokers.  Purchaszr has not emploved or engaged anyv broker. finder. agent.
investment banker or third party nor has 1t otherwise dealt with anyone purporting to act in the
capacity of a finder or broker. in connection with the iransactions contemplated hereby. No
commussions. finder's fees or liki charges have been or will be incurred in connection with the
execution and delivery of this Agreement or the consurmnation of the transactions contemplated

|-
4.5 Investment Representations. The Purchaser understands that the Stock has not
bse registered under the Secunties Act of 1993, as amerded. or under the securities laws of anv
Junisdiction. by reason of reliance upon ceriain exemptior:s.

ARTICLE 5. CONDUCT OF BUSINESS: ADDITIONAL AGREEMENTS

5.1 Counduct of Vallety. During the period from the date of this Agreement and
continuing until the earlier of the Date of Closing or the termination of this Agreement in
ordance with Article 7 hereof. Seller agrees with respect to Valley that (except as such results
m the operation of Valley in the Ordinary Course of Eusiness or as expressly comemplated or
permitted by this Agreement, or 12 the extent that Purchacer shall otherwise consent in writing):

ac
‘fr

{a) Ordinary Course. Valley shall carry on its business in the usual, regular
and ordinary course in substantially the same marmer as heretofore conducted and use al
commercially reasonable efforts to preserve intact its present business organization, and
preserve its relationships in the Ordinary Course of Business with customers, suppliers
and others having business dealings with it to the end that goodwill and ongoing business

ealings shall not be impaired in any material respect at the Date of Closing.




(b) Dividends. Changes in Stock. Valley shall not: (a) declare or pay any
dividends or make other distributions in respect of any of its capital stock. (b) split.
combine or reclassify any of its capnal stock or issue or authorize or proposc the issuance
of any other securities in respect of, in lieu of or in substitution for shares of its capital
stock, or (c) repurchase cr otherwise acquire any sharr-s of its capital stock. except as
contemplated by this Agreement.

(c) No_Issuance of Securities. Valley shall not issue. dehiver or sell. or
authorize or propose 1 issue, deliver or sell, any shares of its capital stock of any class.
or any securities convertible into, or any Convertible Securities.

{d) Governing Documents. Valley shell not amend or propose 10 amend s
Articles of Incorporation or Bylaws.

(e) Acauisition Proposals. The Seller will not nor will it authorize Valley to
authorize or permit anv of the officers, directors or employees of Valley or Seller. or any
investment banker, finincial advisor, attorney, accountant or other representative retained
by the Selier, or Vallex to (a) solicit or otherwise :ncourage any inquiries or the making
of any proposal which constitutes, or may rcasonably be expected to lead to. any
Acquisition Proposal, o7 agree to or endorse any Acquisition Proposal. or (b) engage in
~ negotiations concerning, provide any nonpublic information to, or have any discussions
with, any person relating to any Acquisition Proposal,

(H No Acguisitions. Valley shall not acquire, or agree to_acquire by merging
or consolidating with, or by purchasing u substartial equity interest in or a substantial
poriion of the assets of, or by any other manner, any business or any corporation,
partnership, association or other business organiz:ation or division thereof, or otherwise
acquire or agree to acquire any assets, other than in the Ordinary Course of Business.
Notwithstanding the preceding sentence, Valley may, with the written approval of
Purchaser, but shall not be obligated to, make zny or all future capital contributions
required to maintain its present percentage ownership of any or all of the non-publicly
traded Valley investments listed on Schedule 3,23, and exercise any right it may have in
the future to increase its percentage interest in any of said Valley investments pursuant to
any provision deaiing with the transfer of equity in such entity that Valley has the
opportunity to exercise. Notwithstanding the foreg oing statements, Valley may make all
- capital expenditures set forth on Schedule 5.J(f) attzched hereto

(g) No Dispositions. Other than as provided herein or dlsposmons in the
Ordinary Course of Business consistent with prior practice which are not- ma_tena},. .
individually or in the aggregate, to Valley, taken as a whole, Valley shall not seli, lease
encumber or otherwise dispose of, or agree to :ell, lease (whether such lease 15 an
operating or capital lease:), encumber or otherwise dispose of, any Valley assets.

(h) Indebtedness, Leases. Valley shall not incur (which shall not be deemed _
to include entering into credit agreements, lines of credit or similar arrangements unitil
borrowings are made under such arrangements) an: indebtedness for borrowed money or




guarantee anv such inclebtedness or issue or sell any d:bt securities or warrants or nghts
1o acquire any debt securities. or guarantee any debt securities of others or enter into any
lease (whether such lease is an operating or capital leas).

() Compensation Amangements. Valley shall not:

(A)  grant any increases in the compensation, if any, of any of Valley's
directors. officers or shareholders:

(B)  lease or hire any employees or pay any Management Fees that
woulc reflect increased costs for emplovees of Seller or for any costs not allowed

by this Agreement;

“{C) ..emier into. or materially ameni, any severance or lenmination
agreement with any Valley director or officer; o-

(D) become obligated under any new Fienefit Plan.

Ly

5.2 Access tu Information. Upon reasonable notice, Valley shall afford to the

“officers. emplovees. accountanis, counsel and other representatives of Purchaser. access during

normal business hours during the period prior to the Date of Closing. to all its properties. books,
contracts, commiunents and records and. during such period. Valley shall fumish promptly to
Purchaser all information 1n its possession concermning its bus:ness, properties and personnel as
Purchaser may reasonably request for the purpose of Purchaser further famijianzing themselves
with the operations of Vallev and confirming the represeniations and warranties contained
herein. Purchaser agrees that 1t will not use and will cause thzir representatives not to use, any
information obtained pursuant to this Section 5.2 for any purpcse unrelated to the consummation
of the transactions contemplated by this Agreement. The provisions of the immediately
preceding sentence of this Sectjon 5.2 shall survive the termination of this Agreement.

5.3 Legal Conditions to Purchase. Seller and Purchaser will take all commercially
reasonable acticns necessary 1o comply promptly with all iegz! requirements with respect to the
purchase (including in connection with all necessary FCC and PUC approvals and in connection
with approvals of or filings with any other Governmental En‘itv) and will promptly cooperate
with and furnish information to each other in connection witl: any such requirements imposed

upon anv of them or any of their affiiiates in connection w .th the purchase pursuant to this
Agreement,

4 Resignations. At the Closing. ail of the officars and directors of Valley shall

[¥4]

5.5 Fees and Expenses. All costs and expenses incurred in connection with this
Agreement and the transactions contemplated hereby shall be paid by the party incurring such
expense. Seller shall reimburse Valley for any costs and fees advanced on Seller's behalf by

‘aliey relauing to the negouauon. and preparation of this Agreement. and the consummation of
he transactions contemplated hereby as agreed to by the parties in writing prior to the Closing.

ol &1
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5.6  Additional Agreements; Reasonable Efforts. Subject to the terms and
conditions of this Agreement, each of the parties here:o agrees to use all reasonable efforts 10
1ake or cause to be taken, all action and to cause to be done, all things reasonably necessary
under Applicable Laws to satisfy the conditions set forth in Article 6 and to consummate the
‘transactions contemplated by this Agreement, including cooperating fully with each .othcr party,
the provision of information and making of all necessar- filings in connection therewith,

57  No Action. Except as contemplated by this Agreement, Seller will not permit
valley and nio party hereto will, nor will any such party permit any of its subsidiaries or affihates
1o, take or agree to commit to lake any action that is reasonably likely to make any of such
paity's representations or warranties hereunder inaccurste in any material respect as of the Date
of Closing.

5.8 Maintenance of Records. Purchaser shall keep and maintain all broks,
contracts. commitments, records and documents (including Tax Returns and ﬁnancia}l
siziements) of Valley relating 10 the-conduct of the business of Valley prior to the Date of
Closing and snall make such books, records, and documents available to the Seller or its
designee who has an obligation of indemnification arising under this Agreement (including such
Person's officers, emplovees, accountants, counsel anc other representatives) upon reasonable
request for a period of five vears following the Date of Closing. Upon reasonable notice,
Purchaser shali cause Seller or such designee to have access during normal business hours to
such books. contracts, commitments and records. ‘

[ -N—

5.9  Option to Purchase MEANS Stock. A Closing, Purchaser shall cause Valley to

grant George M. Revenng an option to purchase all of Valley's stock in Minnesota Equal Access
Network Services. Inc., a Minnesota corporation {"MEANS") pursuant to a mutuaily acceptable
option agreement. Said option agreement shall provide that (i) the option shall remain open for
five vears from the Closing, (i) the option price shall be

,, paid in cash, and (iii) the option may be
exercised only If MEANS takes action permitting its stock to be held by an individual or entity
other than a {ocal exchange telephone company or its affiliates and the shareholders of MEANS
- approve tne transfer pursuant.to the option if such approval is required.

, 5.10  Tite Note. The loan to Max and Susan Tite disclosed on the Schedules shall be
paid 1n full at or prior to Closing. If said loan is not paid in full, the principal balance of said
loan which is unpaid at the time of Closing shall be deducted from the Purchase Price in which
cvent Valley's interest in said loan, and in the unpaid pr.ncipal and accrued interest thereon, ‘shall
be immediately assigned to Seller.

531 Termination of Management Agreem:nt. On or prior to the Closing, Valley -
shall pay the Seller any unpaid portion of the managcment fee customarily paid by Valleyito "

Seller (the "Management Fee") for the perod from January 1, 1998 through the Closing.: The. -~ h

Managemnent Fee paid for calendar year 1998 (and calendar year 1999, if the Closing occurs in |
1999 shall not exceed . prorated on an annuzlized basis to the Date of Closing.’ The
Management Fee for all periods prior to January 1, 1998 has been paid in full. - All services




provided by the Seller to Valley shall cease on the Datz of Closing. except as continued by
“wriiten agreement entered into between Vallev and Seller. and approved by Purchaser.

il G

5.12  [TEIS SECTION INTENTIONALLY O.“:HTTED.}

5.13 Non-Competition Agreemeni. Seller agress that, during the penod beginning on
the D te of Closing and continuing for five (3) years therczfier, 1t wiil not engage n the
sion of wireline local exchange telephone services in the Browns Valley. Minnesota and
‘est Browns Vallev, South Dakota local exchange areas. Purchaser acknowledges that Selier
provides texccommumpauo 1s services through its wireless relephone operations sometimes
known as Glacial Lakes Cellular 2000 and will continue to do so.

5.14 Title Review. As of the Date of Closing. the Purchaser shall have. and 1
’)mcc’d.no to close has. rnvmwed “and-approved. excep: for its reasonable objections !}*erexo
described in Schedule 5.14 hereof, which shall-be prepared at or p.1or to the Closing and after the
cxecution date of this Agreement, the preliminary title commitments and survevs with respect 10
the condmon aud stams of the Real Estate. ‘“eller chall cure and/or indenmii'\' o :hc reascnable

1able ob]ecnons to title which Purcnaser has d,_sxgnated for such cure under Secuon
rreement.  Subject to such cure and/or indernnification. closing of the transaction |
IhlS Agreemem shall be deemed Purchzser’s acceptance of the conditions to |

-
ARTICLE 6. MUTUAL COVENANTS AND CONPITIONS PRECEDENT TO
OBLIGATIONS
6.1 Proceediags. The obhigations of Purchaser and Seller under this Agreement are
subject to there being no (i) Proceedings which have been brought. asserted, commenced or
Threatened against the Purchaser, Valley and/or the Seller by any Person involving or affecting
In any way Lhe Purchaser’s. Valley's or Seller's consummution of the transactions contemplated
hereby. or (11) Applicable Laws restraining or enjoining or which may reasonably be expected to
nuHif}' or render ineffective this Agreement or the consummation of the transactions
ontemplaied hereby or which otherwise could reasonably be expected to have a Material
‘d»erse Effect on Valley.

6.2 Consents and Approvals. Purchaser and Seller shall have received evidence. in
form and substance reasonably satisfactory to counsel for 2urchaser and Seller, that all material
consents. waivers, releases. authorizations, approvals, licenses, certificates. permits and
franchises of all Persons and entities (including each and e~ery Governmental Authority) as may
be necessary 1o consumimate the transactions contemplited by this Agreement and for the

Purchaser to carry on and continue the operations of Valley as they are now conducted have been
obtained.  All consents of the FCC or PUC shall be by Final Order (as hereinafter defined):
rovadud. bowever, that if Purchaser and Seller waive the: condition of FCC consent by Final

part tes shall consider FCC consent without Final Order sufficient to proceed to
: fing to the other terms of this Agreement. “"Final Order” means an action or




decision of the FCC or PUC as to which (i) no request for a stay is pending. no stay i in effect.
and anv deadline for filing such request thal may be designated by statutz or regulation has
passed. (ii) no petition for reheanng or reconsideration or application for review 1s p‘cndmg and
the time for the filing of such petition or application ha: passed, (ill) the FCC or PUC does not
have the action or decision under reconsideration on its cwn motion and the time within which 1t
mav effect such reconsideration has passed and (iv) no judicial appeal is pending or n effect and
an;.: dcadline for filing any such appeal that may be designated by statute or rule has passed.

ARTICLE 7. CONDITIONS PRECEDENT TO PUKCHASER'S OBLIGATIONS

Uniess waived by Purchaser in writing, each ard every obligation of Purchaser to be
 performed at the Closing shall be subject to the satisfaction at or prior thereto of each and all of
the following conditions precedent:

7.1 Accuracy of Representations and Varranties. The representations and
warranties madé by -Seller in this Agreement, mncluding the documents. instruments and
agreements 10 be executed and/or-delivered by Seller pursuant to this Agreement. shali be true
and correct in all material respects at and as of the Closing with the same force and effect as
though such representations and warranties had been made or given at and as of the Closing.

7.2 Compliance with Covenants and Agrezments. Seller shall have performed and
complied with all of its covenants, agreements and oblizations under this Agreement which are
to be performed or complied with by it at or prior to the Closing, including the execution and/or
delivery of the documents, instruments and agreements specified in Section 2.4 hereof or in such
docurmnents. instruments and agreements, all of which shzll be reasonably satisfactory in form and
substance to counsel for Purchaser.

7.3 No Material Adverse Change. As of the Date of Closing, nothing shall have
occurred which, in the reasonable judgment of Purchaser could, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Valley.

7.4 ~ Approval by Counsel. All actions, proceedings, instruments and docuwments
required of Seller to carry out the transactions contemplated by this Agreement or incidental
thereto and all other related legal matters shall have been reasonably satisfactory to and approved
by counsel for Purchaser, and such counsel shall have been fumished with such certified copies
of actions and proceedings and such other instrumerts and documents as they shall have
_rcasonably requested.

7.5 Legal Opinion. The Purchaser shall have received one or more opinions from the
counsel for the Seller and Valley, dated as of the Date of Closing, in form and substance
satisfactory to the Purchaser in Purchaser's reasonable commercial discretion.

7.6 Resignation of Directors and Officers. All directors and officers of Valley
whose resignations have been requested by the Purchaser shall have been submitted or shall have
heen removed effective as of the Date of Closing. '




77  Corporate Action. Purchaser shall have received (a) a cenificate of the
Secretary of Vallev as to the incumbency and signatures of the officers and directors. and (b) a
good standing certificate of existence from the State of Minnesota for Valley.

7.8 Title Matters: Surveys.

{(a)  As soon as practicable following the execution hereof. Seller shall
provide to Purchaser A.L.T.A. Form 1992 title insurance comumitments from a
title insurance company reasonably acczptable to Purchaser for each parcel of
Real Estate agreeing to insure title of cwner or tenant, as the case may be. In
amounis reasonably satisfactory to Purchaser for each such parcel with standard
exceptions waived, together with copies of all documents mentioned in said title
insurance commitmenis. In each case, the amounts purchased shall be increased
as necessary 1o comply wit! co-insurance provisions of the policies or to qualify
for waivers or "agreed-amount" endorsemenis. Seller also agree to procure for
‘Purchaser Owner's or Leasehold Owner's policies of title insurance. as applicable.
on A.L.T.A. Form-1992 for each parcel nf Real Estate. Seller shall bear the cost
of obtaining thz titie insurance commitrrents and Purchaser shall pay the cost of
the title insurance policies. The policies shall include waivers of the co-insurance
clause reasonably acceptable to Purchater. Purchaser shall be allowed twenty
(20) business davs after receipt of comolete commitments (including copies of
documents mentioned therein and survevs relating thereto, if applicable) for the
examination thereof and the making anc delivering of any written objections to
the marketabilitv of title. Any such writizn objections shall be e listed on Schedule
5.14 prepared by Purchaser at or prior to Closing. If no title objections are made
within such period, such objections shall be deemed to have been waived by
Purchaser. If any written objections to the marketability of title to anv parcel of
Real Estaie are made by Purchaser within said twenty (20) day period, Seller
shall. subject to Section 8.6 of this Aureement. use commercially reasonable
efforis, at its sole cost and expense. to cure said marketable title objections within
thirty (30) davs after said objections have been raised. If title 1o the Real Estate is
not made marketable to Purchaser's reascnable satisfaction within such thirty (30)
day period then, unless Seller agrees to cure such objections and/cr indemnify
against the same to the reasonable satisfiction of Purchaser, Purchaser shall have
the right for a period of ten (10) business days to terminate this Agreement by
giving written notice of termination to Seller. If Purchaser does not exercise its

right to terminate, Purchaser shall be decmed to have waived uncured objections
to the marketability of title.

(b)  Seiler shall provide, at its expense, surveyvs of each parcel of Real
Estate. Purchaser shall have the right 15 make written objections to title based
upon any such survey within twenty (20) days after delivery of a copy of the -
survev to Purcheaser, and anv such ob)ec 1ons to title shall be treated in the same
manner as objections to title pursuant to S.ection 7.8(a) of this Agreement. '




ARTICLE 8. CONDITIONS PRECEDENT TO SELLZR'S CBLIGATIONS

Unless waived by Seller in writing. each and every obligation of Seller to be performed at
the Closing shall be subject to the satisfaction at or prior thereto of each and all of the following
conditions precedent:

8.1  Accuracy of Representations and Warranties. The representations and
warranties made by Purchaser in this Agreement, incluiding the documents. instruments and
agreemenis to be executed and/or delivered by Purchaser pursuant te this Agreement. shall be
true and correct in ali material respects at and as of the Closing with the same force and effect as
though such represeniations and warranties had been made or given at and as of the Closing.

8.2 - Compliance with Covenants and Agreements. Purchaser shall have performed
and compiied wiw all 6f its covenants, agreements and olligatior s under this Agreement which
are 1o be performed or complied with by it at or prior t¢ the Closing, including the execution
and/or delivery of the documents, instruments and agreernznts specified in Section 2.5 hereof or
in such documents. instruments and agreements, all of which shall be reasonably satisfactory in
form -and substance to counsel for Seller.

8.3  Approval by Counsel. All actions, proceedings, instruments and documents
required of Purchaser to carry out the transactions contemplated by this Agreement or incidental
thereto and all other related legal matters shall have been reasonably satisfactory to and approved
kv counsel for Seller. and such counsel shall have been fumished with such certified copies of
actions and proceedings and such other instruments and documents as they shall have reasonably
requested.

84 Legal Opinion. The Seller shall have reccived an opinion from the counsel for
the Purchaser, dated as of the Date of Closing, in form and substance satisfactory to the Seller in
the Seller's reasonable commercial discretion.

8.5  Delivery of Purchase Price and Other Consideration. Purchaser shall have
elivered to the Seller, against receipt of the certificates for the Stock, the Purchase Price set

d
forth in Section 2.2.

8.6 Title Matters. Purchaser and Seller shill have agreed to the terms of the
preliminary title commitments and surveys with respect to the condition and status of the Qwned
Real Estate.

ARTICLE 9. INDEMNIFICATION

9.1 Inderanification by Seller. Seller covenants and agrees to defend, indemnify and
hold Purchaser. its officers, directors, employees, affiliates. shareholders and agents, and each of
heir respective heirs. personal representatives, successor: and assigns, harmless from, against
and in respect of any and all losses, costs, expenses (inciuding without limitation, reasonable




attornevs' fees and disbursemenis of counsel), Liabilives. damages. fines. penaluies. charges.
2szessments, judgments. settlements, claims, causes of action and other obligations of anv nature
whatsoever excluding from the foregeing. however, incidental or consequential (including lost
profitsy or special darnages of such Persons incurred directly, as opposed to such damages ansing
Fom 2 third-party claim (coilectively "Lgsses"), that ary of them may at anv tme. directly or
indirectly. suffer, sustain. incur or become subject to, arising out of. based upon or resulting from
or on accou.ut of each of the following:

a) the breach or falsity of any represemation or warranty made by Seller in
this . gresme*x including the documents. instruments and agreements 1o be executed
andsor dzlivered by Seller pursuant hereto and thereto provided, however. that Seller shall
not be liable for. nor be required to make any payment with respect to, any individual
Loss suffered by Purchaser under this Agreemert if the amount of such Loss subject to
indemnification is less than Three Hundred Dollirs (8300.00) (a "Small Loss")until such
time that_the aggregate amount f all Small Losses shall exceed Ten Thousand Dollars
1$10.000.00) (the "Basket Amount”) it being un:erstood that the first $10.000 of Small
Losses under this Agre\é\rﬁ‘i:m«sh\all be borne by Purchaser so that Seller shall indemnify
Purchaser onlv for all such szil]‘hosges which exceed $10.000 and all ather Losses.
Once the aggregate of Small Losses exceeds the Basket Amount. Seller shall provide
indemnification for Small Losses sustained as a r2sult of such breach(es) or falsity(ies) in

excess of the Baskst Amount: or

{b) the breach of any covenant or agreement made by Seller in this
Agresment. including the documents, instruments and agreements tQ be executed and/or
delivered by Seller pursuarnt hereto or thereto.

9.2 Indemnification by Purchaser. Purchtaser covenants and agrees to defend.
indemnify and hold Seller, its officers, directors, employees, affiliates, shareholders or agents
harmless from. against and in respect of any and all Losses that may at any time. directly or
indirectly. suffer. sustain. incur or become subject to, arizing out of, based upon or resulting from
or on account of ach or hoth of the following:

(a the breach or falsity of any repressntation or warranty made by Purchaser
his »‘\gr ezment. including the documents, insicuments and agreements 10 be executed
r delivered by Purchaser pursuant hereto and thereio; or

11
d

{bj the breach of any covenant or igreement made by Purchaser in this
Agreement. including the documents, instruments and agreements to be executed and/or
delivered by Purchaser pursuant hereto or thereto

9.3 Procedure for Indemnification; Calculation of Loss. In the event a party
intends o seek indeni.ﬁcation pursuant o the provisions of Sections 9.1 or 9.2 hereof (the
In' izmnified Party”). the Endemniﬁed Partv shall promptly give notice hereunder to the ather
(m“ Bist 'i;mm'\;m Party™) afier obtaining written notice of any claim or, investigation. the

e of 2 summons or other initial or continuing legal or administrative process or Proceeding

cuon instituted against the Indemnified Party as 1> which recovery or other action may be




sought azainst the Indemnifving Party because of the incemnification provided for in Seguon ¥
QL_Q::’ heursof. and. if such indemnity shall anise from the ¢claim of a third pany. the I.ndcmmﬁcd
Partv shall permit the indemnifying Party to assume ine defense of anv such claim and any
Proceeding resulting from such claim; provided, however. that the Indemnified Party shall not be
required 0 permit such an assumption. of the defense of any claim or li'.igation which. 1f not first
paid, discharged or otherwise complied with, would witl substantial certainty result in a materal
imerrupn’on or disruption of the business of the Indemmnified Party. taken as a \.vholc.’or any
material part thereof. Notwithstanding the foregoing, the right to indemnification hereunder
shall not b= affected by any failure of the Indernnified Farty to give such notice (or by delay by
the Indemnified Party in giving such notice) uniess, and then oniy to the extent that, the nights
and remedies of the Indemnifying Partv shall have been prejudiced as a result of the failure to
give. or delay in giving, such notice. Failure by the Indemnifying Party to notify the Indemmfied
Party of its election to defend any such claim or action by a third party within twenty (20) days
afier notice ther=of skall have been given to the Indemnifving Party shall be deemed a waiver by
the Indemnifving Pariy of its fight'to-defend such claim or actior.

If the Indemn:fving Party assumes the defense o:'such claim, investigation or Proceeding
resulting therefrom. the obligations of the Indemnifyving Party hereunder as to such claim or
Proceeding shall include taking all steps necessary in the defense or settlement of such claim or
Proceeding and holding the Indemnified Party harmless from and against any and all damages
caused by or arising out of any settlement approved by the Indemnifving Party or any judgment
enterzd in connection with such claim. investigation or I'roceeding, except where, and only to the
extent that. the Indemnifving Party has been prejudiced by the actions or omissions of the
Indemnified Partv. The Indemnifying Party shall no:, in the defense of such claim or any
Proceeding resuliing therefrom. consent to entry of any judgment (other than a judgment of
. disrmissal on the merits without costs) except with the “vritten consent of the Indemnified Party
twhich consent shall not be unreasonably withheld. delaved or corditioned) or enter into any
settlement except with the written consent of the Indemnified Party (which consent shall not be
unreasonably withheld, delaved or conditioned} unless (i) there is no finding or admission of any
violation of law and no material effect on any claims that could reasonably be expected to be
made against the Indemnified Party (ii) the sole relief provided 1s monetary damages for Small
Losses which are apphed against the Basket Amount and (iii) the settlement shali include the
giving by the claimant or the plaintiff to the Indemnified Party a release from all Liability in
respect to such claim or litigation.

It the Indemmfving Party assumes the defense of such claim. investigation or Proceeding
resulung therefrom. the Indemnified Party shall be entitled to participate in the defense of the
clarm. but solelv by observation and comment to the Incermmifying Party and the counsel selected
by the Indemn:fied Party shall not appear on its behalf in any Proceeding arising hereunder. The
Indemnified Party shall bear the fees and expenses of any additional counsel retained by it to
participate n its defense unless any of the following shall apply: (1) the employment of such
counsel shall have been authonized in writing by the Incemnifyving Party; or (ii) the Indemnifying

Partv's legal counsel shall advise the Indemnifying Party in writing, with a copy to the
Indemnified Party. that there is a conflict of interest that would make it inappropriate under v
applicable standards of professional conduct to have common counsel. If clause (i).or (ii) in the
immediatelv preceding sentence is applicable, then the Indemnified Party may employ separate




counsel at the expense of the Indemnifving Party to represent the Indemnified Party. but m no
event shall the indemnifving Party be oblizated to pay tie costs and expenses of more than one
such separate counsel for any one complaml claxm acticn or Procecding in any one junisdiction.

f the Indemnifving Party does not assume the dcfense of any such clmm by a third pany
or iitigation resulting therefrom after receipt of nouce from the Indemnified Party. the
Indemnified Party mayv defend against such claim or litigation in such manner as it reasonably
de=ms appropriate. and unless the Indemnifving Party shall deposit with the Indemnified Party a
sum eguivalent 1o the total amouni demanded in such claim or litigation plus the Indemnified
‘Pam . estimate of the cost (including attorneys' fees) of defending the same, the Indemnified

artv may setile such claim or Proceeding on such terms as it may reasonably deem appropnate
and the mdcmm‘xnmP'«m shall. subject to iis defenses and the applicability of any remaining
threshold loss amount p'onded forin Section 9.1(1) her: :of, promptly reimburse the indemnified
Partv for the amount of such settlement-and for all rearonable costs (including attomeys' fees),
expenses and damages incurred by the Indemnified Partv in connection with the defens » against
or settlement oz such claim. investigation or litigation. or if any such claim or htigation is not s0
setijed. the Indemnifying Party snhall, subject to its defenses and the applicability of any
remaining Bas ke‘ Amount for Small Losses provided for g _Section 9.1(a) hereof. promptly
mmhur:» the Indemnified Party for the amount of any {inal nonappealablc judgment rendered
1th respect 1o anv claim by a third party in such litigation and for all costs (including attomeyvs’
xc»°5) expenses and damage incurred by the Indemnificd Party in connection with the defense
nst such claim or htugation. whether or not resultirg from. arising out of, or incurred with

ectio. the act of a third party.

: -

nv Losc under this Article 9: (a) shall be corniputed net of (x) anyv actual income tax
ung therefrom to the Indemnified Party and {v) any insurance coverage with respect

{b) shuh be 1increased to the extent necessary to indemnify and hold harmless the
mccmmf d Pantv from anv actual amount of Liabilit for Taxes incurred and paid which is
sttributable to a previous income tax deduction whith 1s disallowed or the receipt of the
tndemnity pavment wiih respect to such ciaim: provided. further. that. in all cases. the tming of
‘the receipt or realization of any insurance proceeds or income tax benefits shal]l be taken into
account 1n determining the amount of reduction of cleims. (¢) shall be based upon the actual
dollar amount of the proposed Loss. without use of aiiy muluplier, and (d) except for Losses
related to title to the Stock or to Taxes shall be limited to and shali not exceed in the aggregate
for all Losses, one-haif (1/2) of the Purchase Price. o

Each party shall cooperate in good faith and in a | respects with each Indemnifying Party
tatives (inciuding without limitation its counsel) i the investigation, negotiation,

andsor defense of any Proceedings (and any appeal arising therefrom) or any

faim, Tne parties skhall cooperate with the other in any notifications to and information requests

nsurers. No ndividual representative of any Persorn. or their respective. Affiliates shall bé”
ble for anv Loss under this Agreement. oxcept as speécifically agreed to by said




9.4 Dispute Resolution. In the event a dispate arises under this Agreement. except
with respect o Section 2.8, such disputes shall be resolved in the manner set torth in this Secuon
a4,

(a) If a dispute arises under this Agre :ment, including any question regarding
the existence, validity, interpretation or terminaton hereof, which is not described as an
exception in this Section 9.4, Purchaser and Scller may invoke the dispute resolution
p*ou:c ure set forth in this Section 9.4 by gmn( written notice to the other party. The
parties shall enter into discussions concerning th:s dispute. If the dispute is not resotved
as a result of such discussion in ten (10) days. an attempt will be made to resolve the
matter by a formal nonbinding mediation with ar. independent neutral mediator agreed to

by the parties. If the parties cannot agree on a mediator within a period of ten (10) days.
after expiration of the ten {10)7 day period for resolution by discussion, then either party
may apply to any court of competent jurisdiction for appointment of a mediator. which
appoiniment shall be binding and aonappealable. Upon commencement of the mediation
process. the parties shall promptly communicate ‘withrespect to a procedure and schedule
for the conduct of the proceeding and for the exchange of documents and other
information related to the dispute. The mediation process shall be deemed ended if the
dispute has not been resolved within thirty (30) days after appointment of the mediator.

(b) All claims, disputes or other matters in question between the parties to this
Agreement ansing out of or relating to this Agreement which are not resolved by
mediation in accordance with Section 9.4(a) within thirty (30) days after appointment of
mediator shall be submitted for, subject to and decided by arbitratiog in accordance with
the Commercial Arbitration Rules of the Amerizan Arbitration Association currently in
effect as of the date of this Agreement ("AAA Rules"), except to the extent those rules
‘are inconsistent with this Section 9.4. Any arbitration must be held in Minneapolis,
Minnesota by a single arbitrator mutually selectzd by the parties hereto or. if the parties
hereto cannot agree on the appointment of such arbitrator within ten (10) days following
the date notice of the dispute is given by a party to the adverse party, an arbitrator
selected according to the AAA Rules. The arbitrator's award shall be final, conclusive
and binding upon ali parties to this Agreement, and judgment may be entered upon it in
accordance with the Federal Arbitration Act any court of general jurisdiction in
Minnesota. or in any United States District Court having jurisdiction in Minnesota. The
arbitrator shall be required to provide in wrniting to the parties the basis for the award or
order of such arbitrator, and a court reporter shall record all hearings (unless otherwise
agreed 10 by the parties). with such record constituting the official transcript of such
proceedings. Shareholders and Purchaser specifically desire this Arbitration clause to be

governed by the United States Federal Arbitraticn Act. and not by the arbitration laws of
any state.

(c) Seller and Purchaser agree and consent that any legal action, suit or
proceeding seeking to enforce this Section 9.4 or to confirm or contest any arbitration
award shall be instituted and adjudicated solely and exclusively in any court of general

- junisdiction in Minnesota, or in the United Staies District Court having. jurisdiction in
Minnesota and Seller and Purchaser agree that venue will be proper in such courts and




waive any objection which zhev may have now or nereafter to the venue of any such sut.
action or proceeding in such courts. and irrevocably consents and agrees to the
jurisdiction of said courts in any such suit, action or proceeding. Seller and Purchaser
further agree 1o accept and acknowledge service of any and all process which may be
served in any such suit, action or proceeding in sa.d courts, and also agree that service of
process or notice upon them shall be deemed in every respect effective service of process
or notice upon them, in any Suit, action, proceecing or arbitration demand, if given or
made: (i} according to applicable law; {ii) according to the AAA Rules; (iii) by a person
over the age of eighteen who personally serves such notice or service of process on Seller
or Purchaser, as the case may be: or (iv) by cortified mail, return rece:pt requested,
mailed o Seller or Purchasqr as the case may be, 1t their respective addresses set forth in

o,

this —’\r*'eefnpm T

{d) In the event of arbitration filed or instituted between the parties pursuant

10 this Section 9.4, the prevailing party will be entitled to receive from the adverse party

all costs. darnages and expenses, including reasonable attorney's fees. incurred by the

prevailing party in connection with that action or proceeding whether or not the

coniroversy is reduced to judgment or award. The prevailing party will be that party who
is determined by the arbitrator to have prevailed on the major disputed issues.

ARTICLE 10. TERMINATION

}OI Termination. This Agreement mav be terminated and the transactions
ontemplated herein mayv be abandoned after the date oi this Agreement, byt not later than the

.iosm'-;:

bw mutual wnitien consent of all paities hereto;

bv Purchaser or Seller if any of the conditions provided for in Article 6 of
this Agreement have not been met and have not been waived in writing by the party
seeking to terminate on or before the Date of Closing:

{c) by Purchaser if any of the conditions provided for in Article 7 of this
A;. eement have not been met and have not beer: waived in writing by Purchaser on or

before the Date of Closing:
(dy by Seller if any of the conditicns provided for in Article § of this

Agreement have not been met and have not been 'vaived in writing bv Seller on or before
the Date of Closing;

by Purchaser pursuant 1¢ Section 7 8§ hereof,

by either Purchaser or Seller if the Closing shall not have occurred on or
before January 31, 1999: and

by a party who objects to a Suppleinent pursuant to Section 11.23




1otus Seouon i

in the event ¢f terminaicn or abandonment by any purty as provided ©

whten notice shall forbwith be given to the other puty and each pary shall pav s
vxpcnses incident to preparation or consumUnauon of tns Agreement arc the TUNSAClOns
conternplated hereunder and neither party shall have any Liability to the other hereunder. exeep:
such as to Liability as mav arise as a result of a breach hereof.

N

-y

10.2  Return of Documents and Nondisclosure. If this Agreement is torm
any reason pursuant to Segtion 10,1 hereto, each party shall return all documnents ard
which shall have been furnished by or on behalf of tae other party. and each pamy 3
covenants that it will not disclose to any Person any conf dential or proprietary information zbout
the other party.or any information about the transactions contemplated hereby. except msofar as

may be necessary 10 assert its rights hereunder.

——
T,

ARTICLE i1. BMISCELLANEOUS
11.1  Survival of Representations and Varranties. Except as specifically provide

in Secnion 3.17 of this Agreement. each of the repres:ntations and. warranties of the parties
comtained 1n this Agreement and in anv Exhibit. Schedule, ceruficate. instrument or document
delivered bv or on behalf of anv of the parties heret> pursuani to this Agreement and the
transactions contemplated hereby shall survive the Closing of the transactions contemplated
herebv and anv investigation made by the parties or their agents for a pertod of one vear after the
Closing. after which no claim for indemnification for an' misrepresentation, or for the breach of

epresentation or warranty under this Agreement. mav be brought. and no action with respect

hereto mayv be commenced. and no party shall have znv Liability or obligation with respect
thereto. unless (1) the Indemnified Party gave writtzn not'ce to the Indemnifving Party specifving
with paruculanty the misrepresentation or a breach of ropresentation or warranty claimed on or
before the expiration of such period: (ii) the claim relaies to a breach of any representation or
warranty contained in Section 3.9. in which case the rig1t to indemnification shall survive untii
the expiration of the applicable statute of limitations for each and any of the Taxes; or (iii) the
claim relates 10 any representation or warranty in Sections 3.2 or 3.9,

11.2  Preservation of and Access to Records. The Purchaser shall preserve or cause

‘alley 1o preserve all books and records of Valley for a period of six (6) vears after the Date of

losing: provided, however, Purchaser may destroy any part or pans of such records upon

~obtaiming wntten consent of Seller for such destruction, 'hich consent shall not be unreasonably

withheld.  Such records shall be made availabie to Seller and their representatives at all

reasonablie umes during normal business hours of Valley during said six-vear period with the
right at their expense to make abstracts from and copies thereof. '

11.3  Cooperation. The parties hereto shall cooperate with each other in all respects,
including using commercialiy reasonable efforts to assist each other in satisfying the conditions
precedent to their respective obligations under this Agriement, 1o the end that the transactions
comiemplated hereby will be consummated.




i1.4 Public Announcements. The timing and content of all public announcements
relating to the execution of this - Agreement and the consummation of the iransacuons
contemplated hereby shall be approved by both Purchascr and Seller prior to the release of such
public announcements, and each party agrees [0 COOpETa-C with the other party as appropriate 10
comply with all Applicable Laws.

11.5 Notices. All notices, demands and other communications provided for hereunder

“shall be in writing and shall be given by personal delivery, via facsimile ransmission (receipt

" ielephonically confinmed), by nationally recognized overnight courier (prepad), or by cenified
or registered first class mail, postage prepaid, return receipt requested, sent to each party, at
i1shis address as set forth below or at such other addruss or in such other manner as may be
designated by such party in written notice to each of the other parties. All such notices. demands
and communications shall be effective when personall/ delivered, one (1) business day after
deiivery to the overnight courier, ‘upon-telephone confirmation of facsimile transmission or upon
raceipt after dispatch by mail to the party 1o whom the sa'ne is 30 given or made:

If 1o Purchaser: Mr. Paul Hoff
The Park Region Mutual Telephone Company
P.O. Box 277
100 Main Street
Underwood. MN 56586

With & copy to: Ann K. Newhall, Esq.
Moss & Barnett, A ProfessionaL@ssocialion
4800 Norwest Center
90 South Seventh Street
Minneapoli-, MN 55402

1f to Seller: RGI Group. Inc.
P.O. Box 4:
222 South Clayborn Avenue
Parkers Prainie. MIN 56361
Attenuion: FPresident

Michael J. Cinmes, Esq.
s and “organ. Professional Association
G0 IDS Cax '

11.6 Eptire Agreement. This Agreement. including the documents, instruments, and
sumremiz 10 B2 eyecuied by the pariles pursuant hersio. contains the entire agreement of the™
rsedes all prior OF CONlEmMPporanenus agreements and understandings, oral

¢ hereto with respect to the subject matter hereof.




11,7 Remedies. The respective indemnificaticn obligations of the parties set forth n
Article 9 of this Agreement are the exclusive remedics of the parties and their successors.
assiems, heirs. beneficiaries or others seeking to claim by, through, or on behal{ of a party. under
zhishf\grccmcm, and no other remedy or remedies, whether arising under any Applicable Law,
common law or otherwise, maybe used, asserted or prosecuted in connection with this
Agreement and any transaction, occurrence, or omission arising from, in connection with or
otherwice based upon this Agreement; provided, however, that all equitable remedies (except
rescission) and all remedies described in the Consulting and Non-Competition Agreement shall
remain available.

11.8 Amendments. No purported amendrient, modification or waiver of anv
provision of this Agreement or-any, of the documents, instruments or agreements 10 be executed
by the parties pursuant heretc shall beeffective unless in a writing specifically referring to this
Agreement and signed by all of the parties. h

11.9  Successors and Assigns. This Agreemer.t shall be binding upon and inure to the
benefit of the parties hereto and their respective heirs, personal representatives. successors and
permiticd assigns. Except as hereinafier provided in this Section, nothing in this Agreement is to
he construed as an authorization or right of any party 1 assign its rights or delzgate its duties
under this Agreement without the prior written consent of the other parties hereto. In their sole
discretion, (i) Purchaser may assign its rights in and/or «elegate its duties under this Agreement
to an Affiliate of the Purchaser and (ii) at or after the Closing, Seller may assign its rights in
andsor delegate its duties under this Agreement to i purchaser, by any means, of all or
substarizially all of the assets or capital stock of Seller. In the event of sugh an assignment of
rights and/or delegation of duties. all references to the Purchaser or Seller, as applhicable to the
assignment, in this Agreemeni shall also be deemed to be references 1o the assignee: provided
that no such assignmeni and’or delegation shall reheve the assignor of any of its duues or
obligations hereunder.

therwise provided 1 this Agreement. each party hereto shall
mncwiTed In connect on with negouiating and prepanng thus
actions coniempiated hereby. including but not himuted 1o

Goverping Law. This Agreement, including the documents. mmstruments and
bz executed andfor delivered by the paries pursuant hereto: shall be construed.
v anc enforced in accordance with the interna!l laws of the State of Minnesota, without

<t to the principies of comity or conflicts of laws thereof.

11.13 Headings. The headings of the articles, sections and subsections of. this
reement are intended for the convenience of the parties only and shall in no way be held to
ain. modify, construe, limit, amplify or aid in the inierpretation of the provisions hereof The




N WITNESS WHEREOF, the parties hereto have caused this Agreement lo be
executed by dulv autherized representations as of the dav. month and year first above wrnitien.

PURCHASER: ' " SELLER:

THE PARK REGION MUTUAL RGI GRCUP, INC.

TELEPHONE COMPANY

-/ ) /) 7 7/ Y/
B ;/,éw/,/ 3 By Aﬁw %//M

"Pat Hoff, Genefdal Manager and CEO ¥ Georg: M. Revering, Presidest




The undersigned (the “Seller”) hereby

Compzny, a Minnesota cooperative (the “Buyer"), pur

Purchase Agreement made and entered into as of the ___day of

EXHIBIT A
SELLER’S CLOSING CERTIFICATE

certifies tc The Park Region Mutual Telephone

suant to Section 2.4(a) of the Stock

. 1998, by

and berween the Purchaser and Seller (the “Purchase Agreement’), as follows:

All of the representations and warranties ‘made by the Seller in the Purchase
Agreement, as modified by the Schedules or any Supplement. and 11 the
documents. instruments, and agreement e xecnted and/or delivered by the Seller
pursuant to the Purchase Agreement are rue and correct in all material respects on
and as of the date hereof with the same fcrce and effzct as though as such

_ representanions and warranities had been raade on or given on and as of the date

hereof; and

Except as set forth immediately below, the Seller has performed and complied
with all of its covenants and obligations under the Purchase Agreement which

* were 1o be performed and complied with by it prior to or on the date hereof:
. L=

IN WITNESS WHEREOQF, thus Seller's Closinz Certificate has been executed as of the

dav of

199

SELLER:
RGI GROUP. INC.

By
George M, Revering, President




EXHIBIT B

MUTUAL RELEASE

Ti31S MUTUAL RELEASE ismade this ___ ¢ayol ___ 199 . byvand .
among Valley Telephone Company, 2 Minnesota corpors rion (the “Company™). The Park Region
Muruai Telephone Cornpany, a Minnesota cooperative (the “Purchaser™). and RG! Group. Inc.. a
Minnescta corporation (the “Seller”™).

WHEREAS. the Selier has heretofore been the scle shareholder of the Company:
WHEREAS. the Purchaser and the Seller have er tered Into a Stock Purchase Agreernent

daied as 0. . 1998. pursuant to which the Purchaser will become the sole
sharcholder of the Company (the "Purchast Agreement”™). and

WHEREAS. ii is 2 condition precedent to the ob}:gations of the Purchaser and the Seller

under the Purchase Agreement thai the parties execute this Mutual Release.

NOW. THEREFORE. for good and valuable corsideration. the receipt and sufficiency

of which are hereby acknowledged, the parties hereto agr:e as follows:
Release of the Seller. Except as otherwis: provided in paragraph 3 below. the

Purchaser and the Company acting for themselves. their r2spective insurers. shareholders.
officers. directors. agents. successors and assigns. and each of them, do hersby release and
forever discharge the Seller. its successors and assigns frem any and all labilities. claims,
demands and causes of action. either in law or in equity, Imown or unknown, hquidated or
unhiquidatzd. which have ariszn or may anise out of or are 1n any way connected with any act,
OIMISSioN. evenl. GLCUTTence, representation, warranty, faiure, default or breach. actual or
asserted. of the Seller on or prior 1o the date of this Muru:! Release.

2. Release of Purchaser and toe Company. Except as otherwise provided in
paragraph 3 below, the Seller, acting for 1tself, its insurer:. shareholders, officers. directors,

iy, known or unknown, ligmdated or unliguidated. which have arisen or may arise out of
T are 10 any way connected with any act. OImussion, even', OCCWITENCE, Tepresentation, warranty,
1] efault or breach, actual or asserted, of any cne or more of the Purchaser or the Company
on or prior 1o the date of thus Mutual Release.

Exciuded Claims. This Mutual Release saall not apply to any liabilities,
obhgations. claims. demands or causes of action. either ir law or in equity, known or unknown,
juidated or unliquidated, which have arisen or may arisc out of or are in any way connected .




The Purchase Agreement or any of the documents. instruments or
agreements 10 be executed by an’ one cr more of the parties pursuant o
the Purchase Agreement which a1y one or more of the partes hereto ever
had, have, or hereafter ever can, shall or ma) have or claim o have. on
account of any act, Omission, evenl, OCCUITence, representiaton, Warranty.
failure, defanlt or breach. actual vr asserted, of any one or more of the
other parties heretc, their respectve officers, employees. agents.
consultants, heirs, personal repre;entatives, SUCCESSors Or assigms. as the
case may be, or any of them; or

The Company’s obligation to ind smnify its officers and directors to the
extent allowed by law; excluding. however, actions taken by any officer or
director of the Company in connection with or related to the Purchase
Agreemen’ and the wransactions coatemplated thereby.

4. Governing Law. The validity, internret:uion, and performance of this Mutual
Release shall be controiled by and construed under the 12 ws of the State of Minnesota.

3. Counterparts. This Mutual Release ma~ be executed in one or more
counterparts which together constitute one and the entire agreement among the parties with
respect to the transactions contemplated hereby.

6. Prooouns. For the purposes of this Mutual Release. masculine pronouns shall
include the feminine and neuter forms hereof as‘appropriate. =

7. Severability. Whenever possible. each provision of this Mutual Release will be
inierpreted in such a manner as to be effective and valid under applicable law, buti{ any
provision of this Mutual Release is held to be prohibited by or invalid under applicable law. such
provision will be ineffective only to the extent such prehibition or invalidity, without
invalidating the remainder of such provision or the rema:ning provisions of this Mutual Release.

8. Amendmeat. This Muwal Release shall not be deemed or construed 1o be
modified. amended. rescinded, canceled or waived, in whole or in part, except by written
amendment signed by each of the parties hereto.

Q. Headings. The headings herein are for piurposes of reference only and shall not
otherwise affect the meaning or interpretation of any provision hereof.




1 WITNESS WHEREQF. the parties hereto have executed this Mutual Release as of
the day, month and year first zbove written.
COMPANY:

VALLEY TELEPHONE CONPANY

By:
Its:

“PUACHASER:

TEF PARK REGION MUTUAL
TE LEFHONE COMPANY

" Puul Hoff, General Manager and CEQ

SELLLER:

RG1 GROUP, INC.




EXHIBIT C

AGREEMENT REGARDING IHNDEMNIFICATION

This Agreement is made as of the davof ___ .19 — ‘H_\“Tnt Pisrk
egion Mutua! Telepnone Company, a Minnesota cooptrative ("Purchasez ). RGI (xro:m ncm
Minnesota corporation (“Seller”™). and George M Reveriag, Joyce C. Rev innv and the George
M. Revering Lreuocablc Trust U/A dated July 22, 1996 collectively. the Shareholders™

RECITALS:

The Sharsholders are three ofthe sharehc lders in Seller, which on today” s date
sold all of its stock in Valley Telephone Company, a Minnesoia corporation. 10
Purchaser pursuant to the August ___, 1998 Stock Purchase Agreement berween
Pur~haser and Seller (the “Purchase Agrezraent”).

Section 9 of the Purchase Agreement (the “Indemnification Agreement”) provides
that Selier shail indemnify Purchaser on tae terms and conditions set forth in the
Indemnification Agreement.

The Shareholders” execution of this Agre=ment is a condition precedent 1o
Purchaser's obligation to consummate the transaction contemplated by the
Purchase Agreement.

D. Except as otherwise provided herein. all capitalized terms shall have the
definitions set forth in the Purchase Agreement.

AGREEMENT

In consideration of the foregoing recitals and the consummation of the transaction
contemplated by the Purchase Agreement. the pariies agree as follows:

1. Indempification Qbligation. Immediatelv upon the closing of an RGI Sale, as
hereinafier defined. each of the Shareholders shall becorne jointly and severally liable, with
Seller, for ail of Seller’s obligations pursuant to the Inde nnification Agreement as if they had
each been party to the Indemnification Agreement in the first instance. The liability of the
Shareholders shall apply to all unpaid, pending and futwre claims by Purchaser pursuant to the
Indemnification Agreement; provided, however, that the Shareholders’ liability shall be limited
in accordance with the terms of the Indemnification Agrzement. “RGI Sale” means any transfer
of 50 percent or more of the issued and cutstanding stock: in Seller t¢ one or more individuals or
entities. In the event an RGI Sale is consummated by 2 closing, all Seller’s rights, duties,
obligations and authority pursuant to the Indemnificatioin Agreement and associated provisions
of the Purchase Agresment, including Section 2.9 of the Purchase Agreeraent (the

“Indemnification Holdback™) and to participate in the resolution of claims subject to

indemnification shall in every respect and without limitztion immediately be transferred to the
Shareholders




2 inderpnification Accouat. In the event any RGI Sale is consummated by a closing
orior to the Expiration Date. Purchaser and Seller shall \Lar.xsff:r the entire remaining halance .o':
the Indemnification Account into a segregated, short-ter:n investment accourlt in the name 01 2
Sharcholder (the “RGI Sale Indemnification Account’™) it a bank which 15 mutually accepmblc 10
Purchaser and Shareholders. Withdrawals from the RG! Sale Indemnification Account snalll
requite the signature of an authorized signatory of Purchaser and of any one of the Sharehmders.
The RGI Sale Indemnification Account shall expire cn iae Expiration Date. The obligation of
the Shareholders pursuant 10 Paragiaph 1 of this Agreerent is not dependent upon completion of

the requirements of this Paragraph 2. ~—

3. Indemnificaton Procadure. The indemnsi fication procedure pursuant to this
Acreemnent shall be identical, except for the substituted parties, to the indemnification procedure

set forth Secticn 2.9(b) of the Purchase Agreement.
4 T3 V151008

4.1 Nn Waiver No provision of this Agreement shall be deemed to have been

warved unless such waiver is in writing signed by the vaiving party. Nc failure by any party te
insis: upon the swict performance of anv provision of this Agreement. or 10 exercise any right or
remedv consequent upon a breach thereof. shall constirite & waiver of any such breach. of such
provision or of any other provision. No waiver of ary provision of this Agreement shall be
: ¢ a waiver of anv other provision of this Agreement or a waiver of such provision with

espect 1o anv subsequent breach. unless expressly provided in writing.

.
g4
[V.‘
=
(4

Notices. All notices required or permitted to be given underthis Agreement shall
Notices mayv be served by certified or registered mail, postage paid with return
receipt requesied: by private courier, prepaid: by teler . facsimile. or other telecommunication

~ device capable of ransmitung er creating a written reco-d; or personally. Mailed notices shall be
deemead delivered three (3) davs after mailing, proper!v addressed. Couriered notices shall be

deemec delivered on the date that the courier warraats that delivery will occur. Telex or
telecommunicated notices shall be deemed deliverec when receipt Is either confirmed by
cornfirming transmission equipment or acknowledged hy the addressee or its office. Personal
deiiverv shall be effective when accomplished. Unless a party changes its address by giving
notice 10 the other party, as provided herein, notices shall be delivered to the parties at the
resses:

2.
a
=
i
[{1s]
™)

0.

o

Shareholders or Seller: Georg: M. Revenng
cro RCT Group, Inc.
P.O.Eox 45
222 South Claybom Avenue
Parkers Praine, MN 56361
Facsimile: (218) 338-3298

R I R AR E R




with a copy 10: M:chael J. Gnimes. Esq.
) Briggs & Morgan, P.A.
2400 DS Center
80 So. 8" Sweet
M:nneapolis MN 55402
Fzasimile: (612) 334-8650

Purchaser:— . ' Pzual Hoff, General Manager and CEC
R The Park Region Mutual Telephone Company
100 Main Street
“P.42.Box 277
Underwood, MN 56586
Fzosimile: (218) 826-6298

with a copy to: Arm K. Newhall, Esg.
' Moss & Bamett, PLA.
4830 Norwest Center
8¢ So. 7th Street
M :inneapolis MIN 55402-4129
Fzcsimile: (612) 339-6686

4.3 Integration; Amendment. This Agrecment consiitutes the entire agreement of the
pariies relating o the subject marter hereof. “There are no promises, terms, conditions,
obligaticns. or warranties other than those contzined in this Agreement. This Agreement
supersedes all prior communications. Tepresentatiors, Or agreements, verbal or written, berween
the parties reiating to the subject matter hereof. This Agreement may not be amended except in
writing execuied by the parties.

44  Severzhility. The invalidity or unenjorceability of any particular provision of this
Agreement shall not affect the other provisions herzof, all of which shall remain enforceable in
‘accordance with their terms. Should any of the obligations hereunder be found illegal or
unenforceable, such obligations shall be enforceabl:: within whatever terms a court of competent
jurisdiction shall deem allowable by law.

45  Assicmment. The Shareholders shell not assign, sell, subcontract, delegate or
otherwise transfer their rights or obligations under this Agreement without the prior writien
consent of the Purchaser, and any aitempted assigninent or delegation shall be void and without

effect.

4.6 Successors. This Agreement shall be binding upon and inure to the benefit of the
pariies and successors and assigns.

47 Govermning Law. The parties hereto ‘ntend that this Agreement shall be governed
hyv and construed in accordance with the laws of the State of Minnesota applicable to contracts

d
made and wholly performed within Minnesota by persons domiciled in Minnesota.




48  Atiomevs Fees and Court Costs. If any su't Or action arising out of or related 10

‘this Agreement 1s brought by any party, the prevailing part or parties shall be entitled 1o recover
the costs and fees {including without limitation reasonabls attorney fees. the fees and costs of
erts and consultants, copying. courier and telecomnmuri auion costs. and deposition costs and
imncluding

expe
21l other costs of discovery) incurted by such party or pa-lies in such suit or action.

without limitation any post-mrial or appellate proceesding.
any number of counterparts.

49  Counterparts. This Agresment may be exciuted m
all of which 1aken together shall constitute ome agroement binding on ail the parties,

norwithsiznding that all pariies are not signatories to the sarie counterpart.

I WITNESS WHEREOF, the parties herelo have executed this Agreement on the day

and vear first above written.

SHAREBOLDERS

George M. Revering

Joyce C. Revering
George M. Revering Irrevocable Trust U/A
Drated Julv 22. 1996

By
Trustee




PURCHASER

The Park Region Mutual Telepbone Compan)

By
Paul Floff, General Manager and CEO

SELLER

RGIGroup, Inc

By

Gecrs e M. Revering, President




EXHIBITD

PURCHASER’S CLOSING CERTIFICATE

_The undersigned (the “Purchaser™) hereby certif es to RGI Group. Inc.. 2 Minnesota

corporation (the “'Seller”), pursuant o Section 2.5(a) of the Stock Purchase Agreement made and

entered into as of the ~day of 1998, by and berween Purchaser and

3 IS N " fod e .
Seller (the “Purchase Agreement”), as follows:

21 of the represemtations and warranties made by the Purchaser i the Purchase
Agreement. a5 medified by 2y Supplen: 2nt, and in the documents. instruments
and agreements exscuted and/or deliversd by the Purchaser pursuant 1o the
Purchase Agrsement are ue and correct in ail material respects on and as of the
date hereaf with the same force and effect as though such representations and
warranties had been made on or given or and as of the date hereof: and

Purchaser has performed and complied vith all of its covenants and obligations
under the Purchase Agreement which were o be performed and complied with by
i1 prior to or cn the date hereof. -
I~ WITNESS WHEREOF. I have executed this Closing Certificate as of the __ day of
199

PUR({HASER

THE PARK REGION MUTUAL
TELEPHONE COMPANY

P:ui Hoff, General Manager and CEQ




EXHIBITE

ACCOUNTANTS’ REVIIZW REPORT

Boards of Directors
RGI Group, Inc.
The Park Region Mutual Telephone Company

We have reviewed the ascompanying special purpose bziance sheet of Va.lleyy' Telephone
Company as of _(closing. date) in accordance with stan@ard; estaous}}ed b\ t~he ‘
American Instituie of Certificate Piblic Accountants. /4!l mformation included in this financial
staternent is the represeniation of managéinmt\g\f\ Valley Telephone Company.

A review consists principally of inquiries of company pe rsonnel and analytical procedures
applied to financial data. It is substanually less in scope than an audit in ac;orda?ce \\‘i?h'
generaliy-accepted auditing siandards, the objective of v-hich is the expression ol an opin:on
regarding the financial statemnent taken as a whole. Accordingly. we do not express such an
opinton. ‘

The zecompanying special purpose balance sheet was prepared for the purpose of complying
with Section 2.2(b) and Section 2.8 of the Stock Purchase Agreement berween The Park Region
Mutual Telephone Company and RGI Group, Inc. as diszussed in Note A, and is not infended 1o
be a presentation in conformity with generally-accepted accounting principles.

Based on our review, we are not aware of any material rodifications thai should be made 1o the
accompanying special purpose balance sheet in order for it 1o be in conformity with the basts of
accounting described in Note A.

Our review was conducted for the purpose of expressing limited assurance that there are no
matenal modifications that should be made to the specizi purpose balance sheet mn order forit to
be in conformity with basis of accounting described in Mote A, The information included in the
accompanying iternized calculation of balance sheet adjustment is presented only for
supplementary analysis purposes. Such information has been subjected 10 the inquiry and
analyiical procedures applied in the review of the special purpose balance sheet and we are not
aware of any maierial modifications that should be madr therato.

This report is intended solely for the information and use of the boards of direciors and
managsments of RGI Group, Inc.,Valley Telephone Coripany and The Park Region Mutual
Telephore Company and should not be used for any other purpose.

iDate Review Completed) : (Signed)




ﬁTEMIZED CALCULATION OF BALANCE SHEET ADJ USTMENT:

Stockholder Equity Calculation:

Stockhoider's Equiry on Closing Date
per Closing Datz Balance Sheet

‘ : 033
Stackhelder's Equity required by (L1827

Secrion 2.2(5) of the Agreement

Increase {Decrease) {Any increase . (A)

amount in excess of 50, is 1o be noted as $0) -~
b

Workine Cagital Cajculation:

Working Capital on Clesing Date rer
the accompanying Closmg Date Balance Sheet

Working capial reqwred by Secuon 2.2(b)
of the Agreement

ference Increase (Decrease) (Any
than S0, 15 to be noted as 30)

nsipe Calenlaton of Due/To From:

screase (Decrease) m Stockholder's
AT above

Increase (Decrease) in Working
Capiial per “E7 above

fine] Adnwmment due 10
z7) (In the event (B) 1s greater

215 10 be noted)

Reconciliation of Balance Sheet Final Adjustment:

~hirminery fnal Adjusiment due to
1

i
-~
<

eller/Purchaser) per () above

oy withheld from Seller v prelimmary
non 2t Closing {Ttus 1s due to Seller)

t Adjusiment Due to
urchaser)
e between {C) and (D))




DISCLOSURE SCHIZDULES

THE STOCK PURCHASE %GR}EEMENT

BY AND BETWEEN

THE PARK REGIONA:. MUTUAL
TELEPHONE COMPANY

P, INC.

Dated as of September 1, 1998

ion Mutual Telephone Company. a I innesota cooperative (the
Group, Inc., 2 Minnesota corporzation {**Seller™) as “Schedules”, and
= Documents”) wransmitted to Purchaser on dates specific as evidenced by Seller’s {cr its
ransminial of the correspondence thereto. All descriptions sei forth in the Schedules are
i supplemented by the actual descriptions and “ext in the Due Diligence Documents.




SCHEDULE

SCHEDULE
SCHEDULE
SCHEDULE
SCHEDULE
SCHEDULE
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SCHEDULE
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SCHEDULE
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INDEX TO PISCLOSURE SCEEDULES

DESCRIPTION

Foreign Qualificzaon

Outstanding Coavertible Securities or Debt Secuniues
Nonconraventiorn:

Permitted Encum rrances
Assets Not in Prooser Condition
Litigation )

Labor Matters

Taxes - Disputec Claims and Tax Retumns
Financial Statements

Absence of Certarn Developments
Intellectual Propety

Operating Coniracts

Reazl Estate.

Bank Accounts

Licenses and Pernuts

Other Material Contracts and Obhigations
Subsidianes

Insurance

Relationship witih Related Persons
Hazardous Matenials

Other Environmernital Matters

Debt Instrument

Capital Expenditures



DISCLOSURE SCHYDULES
VALLEY TELEPHONE COMPANY

SCHEDULE 32 1

Foreign Qualifics tion

Tist of States or Jurisdictions Whereby Valley Is Mot Qualified to Transact Business as
a Foreign Corperation

“South Dakota Public Utilities Comamission (“PUC") authorized Valley
as a telephone-service provider in West Browns Valley. SD area.
Valley has the authority to do business in South Dakota due to 1is
registration with the South Dalora PUC, but does not file an annual
registration with the South Dakta Secretary of State’s office, and has
not filed qualificadon documerts therewith: see Schedule 3.4 (1) and
Schedule 3.21(ii1).

Semember |, 1938
mal Duclomues Sahedules
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DISCLOSURE SCHEDULES
VALLEY TELEPHONE COMPANY

Sk bt B2

SCHEDULE 3.1

Canitalizaticn

S

List of Qutstanding Convertible or Debi Securities, Rights Guistanding, Shareholder
Agresments o sther-Agreements, Understanding s, or Commitments Relating to the
Rights of the Seller to Vote or Dispose of the Stack

T e S T T

L

r



DISCLOSURE SCHiDULES
VALLEY TELEPHONE COMPANY

SCHEDULE 2.4

Moncontravention

List of Filings, Permits, Authorizations, Consents or Approvals of, or the Giving of any
Notice to, any Person of ‘Which the Execution of the Agreement Requires

Authonzanon ﬁom the *especuve Public Udlities Commission in the states of
Minnesota and South Dakota; sée-Schadule 3.21 (i) and (i11)

Viritten consen. required from St. Paw: Banl{ for Coope: atives (“St. Paul”) in
accordance to that certain Loan Agrcement by and between St Paul and
evering Finance Coxporanom dated April 5, 1996; see Schedule 3.5 (1) and

3.7‘0 (via)
Written consent required from United 'tates Satellite Broadcasung Company

{"USS :’”E regarding USSB Promotion il Service Agreement by and between
Valley and USSB, dated March 16, 1998; see Schedule 3.16 (xxvi)




September 1, 1998

DISCLOSURE SCHIIDULES
VALLEY TELEPHONE COMPANY

SCHEDULE 3.5

Permitted Encumbrances

List of Permitted Encumbrances

A1l zssets of Valley pledged to St. Pau! Bank for Cooperatives (“St. Paul”) in

accordance to-that certain Loan Agrseraent by and between St. Paul and
Revering Finance Corporstion, dated April 5, 1996; see Schedule 3.4 (i1) and
3.26 (vii1) T

Lease purchase contract for Browns Ve Héy: Minnesota Telemarketing Center:
see Schedule 3.16 (xocviii) and 3.17 (1 o

Permitted Encumbrances associated v/ith or as set forth in the Real Estate
materials prepared or to be prepared pursuant to Schedule 3.17. Section 5.14
and Section 7.8. The transmittal of sach Encumbrances shall be submuied
afrer execution of the Agreement and nrior to The Closing Date.

Final Duclesurs Schedules

G58155.1




 DISCLOSURE SCHED ULES
YVALLEY TELEPHONE C¢ IMPANY

SCHEDULE 3.6

Condition of Agsel:

List of Valley's Properties and Assets that are pet it good repair, not usabie or not
used in the Business ‘

e
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DISCLOSURE SCEI.DULES
VALLEY TELEPHONE COMPANY

SCHEDULE 3.7

Litigation
Which Could Reasongbly be Expected 10

List of Pending or Threatened Proceedings
have a Material Adverse Effect on Valley

' None




DISCLOSURE SCHEDULES
VALLEY TELEPHONE COMPANY

Tist of (i) Any Pending or Threstened Work Stepps ze, Organizational Activity or Qther
1.abor Dispute, or CGther Procesding in Respect w0 the Grievance of Any Employee,
Including Any-Applcation or Complaint Filed with 2 Governmental Body Against or
Afecting Valley, (1) Any Lockouts of Any Emplo:ees by Valley and (iii} Any Pending
or Threatened Allegation, Charge, Complaint, or F'roceeding of Its Current or Former
Officers, Directors or Emplovess o :




DISCLOSURE SCHEDULES
VALLEY TELEPHONE COMPANY

SCHEDPULE 3.7

Taxes - Disputed Claims anc_Tax Returns

List of Al} Federal, State, Locai and Foreign Incorze Tax Returns Filed ¥With Respect
to the Company for Taxzable Periods Ended On or After December 31, 1995

RGI Group, Inc. has filed the followig consolidated tax returns (which
include Valley): i

-

Federal Income Taxes for Years I 'nding December 31, 1995, December
31, 1996 and December 31, 1997. '

Minnesota Deparmment of Revinue Corporation Franchise Tax for
Years Ending December 31, 1953, Diecember 31, 1996 and December
31, 1997.




DISCLOSURE SCHE DULES
vALLEY TELEPHONE COMPANY

SCHEDULE 3.12

Financigl Stateme ats

List of Financial Statements Previously Furyished to Purchaser by Valley

Financ;éli Smtemep.xs_ffogethér With Ir dependent Auditors' Report, for the
Year Ending Decembéffal\,\l?%, Prepared by Olser, Thielen & Co., Ltd.

Financial Statements Together \\'iiﬁ Ir dependen: Auditors' Report, for the
Year Ending December 31, 1995, Prepired by Olsen, Thielen & Co.. Ltd.

Financial Statements Together With Irdependent Auditors' Report. for the
Vear Ending December 31, 1995, Prep:red by Olsen, Thielen & Co.. Ltd.

Financial Statements Together with Indesendent Auditors' Report. forthe Year
Ending December 31, 1997, Prepared by Oilsen, Thielen & Co., Ltd.

Independent Auditors' Report on Internz] Control Prepare@ by Olsen, Thielen
& Co., Ltd., dated April 9, 1998

Unaudited internally prepared Financial Statements (income statement,
balance shest. and cash flow statement’ and general ledger through June 30,
1998 furnished to Purchaser’s accountir g firm, Olsen, Thielen & Co., Ltd. on
August 6, 1998.




DISCLOSURE SCHEDULES
VALLEY TELEPBONE COMPANY

SCHEDULE 3.13

Absence of Certain Developments

1ist of Matters Conducted by Valley Out of the Drdinary Course of Business Since
~~ ihe Last Balance Sheet Dated I ecember 31, 1957

Paid Promissory Note for $130,000 pevable to West Central
Minmnesota Initiative Fund by Valley, cated February 12 1996 ¢n
April 23, 1998 —

Enterad into Promissory Note payable to Valley by C. Max and Susan Tite
in the amonnt of $100,000, dated May 8, 1998, and evidence of UCC-]
filing; see Schedule 3.16 (xood) and 3.26 (1)

Sopember L1978
Final Drsclosure Sehedtules
QERISAE
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DISCLOSURE SCHE DULES
VALLEY TELEPHONE ¢(COMPANY

SCHEDULE 3.14

Intellectusl Prope iy

¢ of Material Intellectual Property Owned or Tlsed by Yalley In the Operation of
Its Business

The Company uses various oﬁ'—thn—shc if" sofrware in the conduct of 1ts
business for which no separate list has heen nrepar"d

Proxy granting to Valley the right to voi> RGI Group, Inc.'s stock in Revenng
Finance Corporation, dated March 25, 19¢93; see Schedule 3. 16(ii1) and 3.26(v)

Corporate name "Valley Telephone Conpany" authorized for use by Valley
in the states of Minnesota and South Dikota.

© Certificate of Incorporation issied by the State of Minnesota. dated
November 4, 1953; see Schedule 3.21 (1) =
Certificate of Authorization issuzd by the South Dakota PUC dated
June 24, 1992, registers the corapany name with the South Dakota
Secretary of State

(iv)  Current Customer Rate Plans for Busiress Residence Classes of service by
Valley: see Attached
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1.DISCLOSURE SCHEIDULES
VALLEY TELEPHONE COMPANY

SCHEDULE 3.16
Operating Contrs cis

List of All Contracts Valid, Binding, and Currently in Full Force and Effect

Agreement by éﬁ?bétween Federate¢ Telephone Cooperative and Valley,
dated February 21, 1989 .
Agreement between Midwest Informe ded Systems, Inc. and Valley. dated
January 1, 1998

Proxy granting to Valley the nightto vo'e RGI Group, Inc.'s stock in Revernng
Finance Corporation, dated March 25, 1993 see Schedule 3.14(ii1) and 3.26(v)

General Operating Agreement by and berween Valley and Northwestern Bell

Telephone Co., dated January 1, 1984

@ Intrastate-Intralata Private Line Services Supplement. Basis Of
Compensation Average Schedules, effective January 1, 1984

Accounting Services Agreement by and berween Northwestern Bell Telephone
Company and Valley, effecave Januar, 1, 1984

Rilling. Collecting and Remitting Agreement by and between Northwestern
Bell Telephionz Company and Valiey, :ffective January 1, 19384

Directory, Local Operator, and Associated Services Agreement by and
etween Northwestern Bell Telephone Company and Valley, dated July 22,
1985

_’?JWB-ICO Intermediary Agreement b+ and between Northwestern Bell and
Vallev, effecuve January 1, 1984 ‘




(xvii)

[ntrastate Intralata Toll Services Agreerr ent by and berween Northwestern Beli
Telephone Company and Valley, effecive August 1, 1988

ve

e Inmasiate Intralama Toll Services Agreement Supplement. effecu
August 1, 1990

Intrastate Intralata Toll Services Agreem ent by and berween Northwestern Bell
Telephone Company and Valley, effeciive September 1, 1986

Interstate Intralata Toll Servic:s Agreement Supplement. effective
Japuary 1, 1991

Excbange Cammer E’?&aglﬂﬂ)fﬂ:&&ﬁ@l Agreement by and between the
Northwestern Bell Telephone Compary and Valley, effecuve November 1,
1989

Revenue Distribution Agreement for Feature Group A Switched Access

Services by and herween Northwestern 3ell Telephone Company and Valley,

effecave July 1, 19590

Confidentdality/Reciprocity of Releas: of informanon Agreement by and
petween U § West Communications, inc. and Valiey, effecuve January 1,

1997 o

Access Billing Service Agreement Unde r the Single Bill Muluple Taniff Single
Check Meet Point Billing Option, effecuive February, 1992

Agreement for the Provision of Billing and Collection Services by and
berween U § West Communications and Valley, effecove August 1, 1993

Compensation Agreement for Terminzting Type 2 Cellular Traffic by and
between U S West Communications, Jac. and Valley, effective October 1,
1992

Agreement for the Provision of Services by Local Exchange Camers for
MNational Independent Billing Limited Parmership by and between National
Independent Billing Limited Partrersiip and Valley, dated February, 1996

(evii) Traffic Agreement Amendment by wnd between Valley and Minnesota

Sepramber 11992

independent Equal Access Corporation, dated June 11, 1993

Final Dusctenurs Schedules

9381558




(xg)

(xx1)

{xxi1)
{xcau)
(x0v)

{xxxv)

{%xtvi)

(woovi)

Local Exchange Company (LEC) Nordisclosure Agreement by and benween
American Telephone and Telegraph Company and Valley. effecuve
September 8, 1989

Agreement for the Provision of Telecommunications Services and Fa;il‘m’es
by and berween AT&T Communications of the Midwest Inc. and Valley.
dated January 1, 1984

General Provisions

Customer Billing and Related 'ata Services

“Billing Functions '

Determinatior of Amount Due AT&T-C

Sales Leads and Other Marketin g Services

Mutual Honering of Calling Ca:d and Credit Card Account Nu:nbers
Customer Orders and Informat:on-for 891 Format AT&T Cards and
CIID AT&T Cards

Polaris Telcom Biliing and Collectica Agreement by and berween Polans
Telcom and Valley, effecave July 1, 1995

Yellow Pages Agreement by and betw zen Independent Informanon Services
Corporatior, dated November 18, 1997

@

Fiber Optics Lease Agreemernt by zad berween West Central Transport
Group, LLC and Valley, dated Septeraber 1, 1995

Equipment Space and Power Agreement by and between West Central
Transport Group, LLC and Valley, duted September 1, 1995

Equipment Space and Power Agreem :nt Assignment by and between West
Central Transport Group, LLC, St. Puul Bank of Cooperatives and Valley,
dated Sepreinber 1, 1995

Marketing Service Agreement with M innesota Interchange Corporation and
Valley, dated Aungust 14, 1995 ’

USSB Proruotional Service Agreement with U.S. Satellite Broadcasting
Company and Valley, dated March 15, 1998; see Schedule 3.4(iii)




(>oxviti) Real Estate and Equipment Lease with Option to Purchase by Edward Blank
Associates, Inc., dated March 1, 1950, see Schedule 3.17 (1Y and 3.5 ()

sota Special Access, LLC.
f2AaR 1-

dated December 19, 1996 pursuart to Minnesota Statutes {32280
whereby investment to date 1s $61,540.47; see Schedule 3.23(0

(xxix) Member Control Agreement of North west Mimn:

Ovwmner of 22,851 shares in Independ mt Information Services Corporation
~Stock at a current value of $22.851.00 and 2 $5,000 Promissory INote; see
Schedule 3.23-(111)

(00¢)

(o) Promissory Note payable 10 Valley by C. Max and Susan Tite for $100.000,
dated May 8, 1998 and evidence of UCC-1 filing; see Schedule 3.13 (ii) and
3.26 (1) ‘

(xccxdi) Oral Agreement for management services by and between Valley and RGI
Group, Inc., and which provides as follows: In exchange for management
services provided to Valley by RGI {iroup, Inc., Valley has agreed to pay
RGI Group, lnc. an annualized management fee of $560,000 for the calender
year 1998; see Schedule 3.26 (1)

(xxxiii) Letter confirming the Oral Agreemen: berween Midwest Data Services and
George Revering, Don Roiland, and Dave Froegel, répresenung Valley,
regarding the charges for polling and zonverting messages. dated August 3.
1998. see Schedule 3.26 (111)

(xxxiv) Constuction Conmtract between Riloy Bros. Utility Service Company,
contracter, and Valley Telephone Coinpany, owner, dated July 8, 1998.

Semeomber 1L 1998
sciosure Schedules
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DISCLOSURE SCHEDULES
VALLEY TELEPHONE COMPANY

SCHEDULE 3.17

Real Kstate

ist of all Owned Resl Property With Legal Descriptions of Easements and Leases of
eased Heal Kstate

6

(11)

{111}

(1v)

ﬁ.ﬂ
o)

S~

Owned property located at 201 West Brozdway, Browns Vallev Minnesora;
see Attachment A for legal description. sce Schedule 3.26 (ix)

@ eal Estate and Equipment Lease vith Option to Purchase by Edward
Blank Asscciates, Inc., dated Marck 1, 1996, see Schedule 3.16 (xxviii)
(This is a lease purchase arrangerrent for the Valley Telemarketing
Center)

Owned property located at 13 4™ Street South, Browns Valley. Minnesota; see
Atachment B or legal description

Ovmed property located at 330 South Jeffrson, Browns™Valley, Minnesota;
see Attachment B for legal description

asements and Right of Way Contracts for Fiber Optic cable in Roberts

unty by and berween Valley Telephone Company, Grantee znd the

following Grantors:

Q

e Michael B. Rolstad and Susan Rolstad, Lots 7 and 8 of Torvicks

Subdivision;

' Marion Sorenson, 2 Widow, Lot 6 of Torvicks Subdivision: »
@ David §. Peterson and Donna Peterson, Lot 5 of Torvicks Subdivision;
®  Dawvid 5. Peterson and Donna Peter<o on, Lot 4 of Torvicks Subdivision:
o Michael Jra Selvage, Sr., Lot 3 of Torvicks Subdivision;

B Walter Job and Vera Job Lot 2 of "rovicks Subdivision;
@ Kenneth A. Brooks and Janice Broc ! ks, Lot 1 of Torvicks Subdivision;

o Dewain Waletich and Joan M. Wal. :tich, S1/2 SE1/4 and S1/2 SW1/4

all i Section 25, Townstup 126N, Range 52W of the 5% P.M. Lcss
parts deeded of record.




eoiember 1, 1998

Eacement to Valley Telephone Compz1y from Burlington Northern re
telephione cable crossing at Browns Valley, Minnesota.

from Corps of Engineers 1e.

v
land in Traverse County.

Fasement to Valley Telephone Compzay
underground telephone cable on Goverr.ment

om SD Deparmment of Highwavs
Highway 10, in Roberts County.

Easement to Valiey Telephone Compary fr
re: instaliation of buried telephone cabli on
South Dakota.

Drurelesure Schadules
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ATTACEMENT A: 201 wWest Broadway. BIOWNS

timouent taxes an? sransfer enterel;

cozane =f Real Eaiaze Value

PR -

frled () mzt oreguiced p 1eos0

I f Taran valypa Y E

ficate of Real Eazate Value Ne. & ¢ COUWTY FEITEY | 2/
- 1997 i

Cretry 14 BroEsy, ShTmI

1 teoene awEly D T2 WM mOReTER e

ANl //, 7"0[&1/4/ A.A/“—&j_/‘/ Sae p (zn G S @ @ st —

N

CougLy wmgrear Ca— /@/’, ., ac
Se ¢V st aty r%@é»frz/ e -

'(m,.,._.—a o €Y G & twwd

Beputy ' T P
7 o o LR em T
] FRAVERSE LOUNTY ( oty o oy
- SRl
CIzo TAX 20 T RAID PARCEN :
el e
Recent o2/ st Dr S "
/—/r" 1S e n A O Tonzs, o
L & JW&M
; imited Warrancy Dweed R
i Corporation or Partnership to ~
3‘ Corporaticn’
y
5 $TATE DIED TAX DUE HI2EON: § 3.30
3
;Eé Gate: December 16, 1997
: FOR VALUABLE CONSIDERATION, Revering Group, Inz., & Corpcresicn under the
laws of Minnesota, Greater, hereby conveys and qultclaims Iz ‘v’allu_\-
Talephone Company, Grantee, 2 Corporazton under the laws c! Mianesota,
real property in Iraverse County, Minnesota, czscribed as f:illowva:
111 of Lots One (1) and Twe (2) 2nd Lot Three (3} except tne -es: Five {95)
fea: tnerenf, ali irn Block Eleven (11}, of the Original Pla: cf the Ciey
cf trowns Yalley,
selier cectifies tha: seller does not knov of any wells oo ke prem:ises.
b P

togezher with all hereditements and appurtenanczes belonging tnzrelo.
Cramcer covenants and represents That: -
f1; Thxz Deed conveys sfter-scquired ticle; and
(2} Crantor has not made, done, executed or sufferad any 2:: I thing
vhereby the above-described property or any parct cherez’, now or &t
2nv time hezreafrzer, shall or may Ye imperiled arges =7 encunbered
.~ any manner:, and Grantor will warrant the ¢t c Ine zsove-
coide roderty againat all persons cleimi 2=z fzzmoer
CUR ot 2z & result of any act or thing, EIZEFI:_

F.EV’%):’(: caelT, I/ /
by L//'f/‘é(//{ 7
Its ‘v.‘:— Prcxiiuﬁ'

o

TE OF 3S0UTH DAKOTA
a3
CoUNTY OF CODINGTON

Tne foregoing 1is .s< runent wag agknovledged befcre me this (L day of

vecember, 15%7, by Georae D veriwa the Viee ~ lpre.:.zur‘

¢f Feverting Group, Inc,, a Corporation uncer The Laows Of ri-rescta, on : ' ‘
vernalf of the Corporation. ’

WILLAM O, CHASE ’ ZL/,LA&AM /) Chmee = .
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‘DISCLOSURE SCHZDULES
VALLEY TELEPHEONE COMPANY

SCEEDULE 3.19

Bank Accoun:,

SHEER

1 ist of Bank Accounts, Security ACCOURLS, and Sifety Deposit Boxes, With the lames

Rk

of All Persons Anthorized to Draw Thersun or Bave Access thereto

ey
S

5

e

 conunt Financizl Persons Authorized to Draw

Tvpe of /
Institution Thereon/Have Access Thereto

Urnion State Bank William Chase
POBoxF viarlys Randall
Browns Valley, MN Seorge M. Revering
lovce Revering

L —
wiax 1iie

William Chase
Viarlys Randall =—
George M. Revenng
Jovce Revening

Max Tite




DISCLOSURE SCEEDTLES
YALLEY TELEPHONE COMPANY

SCHEDULE 3.21

I icenzes ang Permmil

cates, Franchisss and § ermits In Full Force and Efiect

et

the Swmte of Minnesora. dated

Winnesotz Pul Unlides Commmission zuthorized Valley as 2 ielephone

‘provider in Browms Walley, MN area, set Schednle 3.4 (1)
Commissicn (“PUCT) authornized Valley as 2

der in West Browrs Valley. SD area. Valley has the

in South Dakota é1e to 1ts registration with the South
ie 2y annual regisTation with the Scuth Dakora

filed gualificanion documents




BISCLOSURE SCEED ULES

~

vaLLEY TELEPHONE ! IMPANY

SCHEDULE 3.22

:a} Contracts and Oblizations

o

T nose Operating Contracts Listed

471 Material Contracts and obligations of V alley :re set forth on Schedule 3. 16.




DISCLOSURE SCHEDTLES
VALLEY TELEFHONE CC MPANY

SCHEDULE 3.23

apizations in Which Valley Owns Any Shares of Stock or Other Securities

or Eguity Interesis, Directly or Indirectly
Wiember Conmol Agreement of Northwe Minnesotz Special Access, LLC.
dated Decermber 19, 1996, pursuant (o Minesotz Statutes § 322B.37, whereby
invesiment o date is $61.540.47; see Sck dule 3.16 (xxix)

Trvestment in West Central Transport Group, LLC is currentlv $64.818 00

wer of 22 851 shares in Independent information Services Corporauon
}- R .
£§22.851.00 anc 2 $5.000 (face value) Promissory

Cromer of 2 common shares of Browns V.lley Community Elevator Inc. ata

L

investnent of $129,175.00 in Minnesota E qual Access Network Services. Inc.




DISCLOSURE SCHEDULES
VALLEY TELEPHONE COMPANY

SCHEDULE 3.24

e Which is in Full Force z:1d Effect and Covers Real and
Personal Property and A3sets, Whether Owned or Leased

der the following insurance policies. RGI Group. Inc.. as the
Valley is the named insured party; see Schedule 3.26 (vin)

Dates of
Descri:tion Coverage

(Guarantee Life Travel Accident 7/8/98-7/7/99
Insurar.ce; Business
Only

MNational Farmers Union (i) Property and Related  1/1/98-1/1/99
Standard Ipsurance Coverz zes; (i) Liability
Company " and Re'ated CoverageS,

(111) Avto Coverages

and (iv) Crime Coverages

Umbre ‘1a Policy 1/1/98-1/1/99

Mgnonal Farmers Union Jorke s Compensation 1/1/98-1/1/99
Standard Insurance
Company
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| : DISCLOSURE SCHELULES
f VALLEY TELEPEQNE COMPANY

- SCHEEDULE 3.26

Relatinnship with Related Persens

, Officers and Emypiovees of Valley and its Related
ﬁ;aﬁ est in sny of the "mper‘aes or A.,sets of % a!ie\ Has

and Engaged in Competition With Vgéie} {u} Isa F 1Tty 10 aﬂv Contract With, or H’*s
Anv Claim or Right Against Valley, and (5ii} With ¥V hom Money Is Owed by Valley for

{1 Oral Agreement for management services by and between Valley and
RGI Group, Inc., and which provides as follows: In exchange for
management services provided to Valley by RGI Group. Inc.. Vailey
has agreed 1o pav RG! Group, Inc. an annualized management fee of
£569.000 for the c?icﬂﬂer vear 1998; see Schedule 3.16 (xxx1)

{133 P'rofm'sssry MNote payable 1o Vajley by C. Max and Susan Tite for
?}GOVGOD, dated Mav '8, 1998 z1d evidence of UCC-1 filing; see
hedule 2.13 (1) and 3.16 (xcon’
(111}  Letter confirming the Oral Agreen ent between Midwest Darta Services
and George Revering, Don Roilead, and Dave Froegel, representing
Walley. regarding the charges for polling and convernng messages, dated
August 5, 1998, see Schedule 3,10 Dooai)

/aliey Telephone Company's empiovees are all employees of RGl, with
T WTitten mana gﬂnmt agreement berween the two. Valley Telephone
Company :rew*b ed Revening Group, Inc. in the form of management
£ = amount 01* Valiey Teleshone company’s employvee payroll
mulophied by 200%‘ This method of reimbursement was used through
1995, Smce then, varving amoun s have been charged:
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Prexy granting to Valiey the right to vote RGI Group. inc 5 stock In

Revering Finance Corporanon, datzd March 25, 1993 see
Schedule 3.34(ii) and 3.16(1)

Gare and Federal axes ave allocatec 10 Valley Telephone Company and

:evering Finance Corporation. Eaci company reimburses RG!fortherr

share of the expense; see Scheduis 3.9

e

Insurance payments are allocated berween RGI, Inc., Valley and
Revering Finance Corporation. sez Schedule 3.24

All pssets of Valley pledged to St Paul Bank for Cooperatives (St
Paul™) in accordance to that certaiy Loan Agreement by and between
=t Paul and Revering Finance Corporatinn, dated April 3, 1996: see
Schedule 3.4 (i) and 3.5 (1)

Limited Warranty conveyed by Re*-iéring Group, Inc.. dated December
24, 1997 for property located at 201 West Broadway. Browns Valley.

“innesota: see Schedule 3.17 (1)




DISCLOSURE SCHEDULES
VALLEY TELEPHONE COMPANY

SCHEDULE 3.27

Harzardous Materials

rted, Stored, Handied. Disposed of or Contracted for
ees Exposed to Such Hazardous raterials.
arty Under CERCLA or Has

rdous Materials and Employ
gen Listed as e Potentialiy Respoasizle P
Circumstances Giving Rise to Such Listing

MNone




 DISCLOSURE SCHEDULES
AL LEY TELEPHONE ¢ OMPANY

SCHEDULE 3.21

Oither Environmental [iatters

¢ of (i) Appiicable Laws Valley Has Mot Complicd To, (ii) of All Permits, Consents,
Approvels, or Licenses Not Acguired, (i) Bowardens Materials Utilized, (iv)
Uinderground and/or Ground Storage Tanks, (v) R =al Estate Used as Landfill, Dump,
or Handling Area of Hazardous Materials, (vi) investigations and Administrative
proceedings, Including MNotices Thereof of Valley .a Violation of Any Environmental
Laws, Claims or Liabilities, (vil) Any Regi Eststz Where Asbestos is Constructed,
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DISCLOSURE SCEEDULES
s ©v TELEPHONE COMPANY
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SCHEDULE 3.25
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ect and Complete List of Parties and Catstanding Indebtedness and Any

Reguired Material Obligations liot Performed
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DISCLOSURE SCHEDULES
VALLEY TELEPHONE COMPANY

SCHEDULE 5.1(5)
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BEFORE THE PUBLIC UTILITIES CCMMISSION

OF THE STATE OF SOUTE DALOTA “
:
OF THE SALE OF J ¢
VALLEY TELEPHON )
C}:{ TO PARK RMUION 3 =
PHONE COMPANTY ) !
:
REGQUEST FOR CONFIDENTIAL TREATMENT OF INFORMATION
Pursuant 1o ARSD 20:10:01:41, Park Region Mutual Telephone Company (“Park
trorney. Michael J. Bradley, request that the documents
velope and appropriately marked, be a‘forded confidential treatment
in ARSD 40:10:01:40 and 40:10:01:42 through 44. In support of this
ealed envel ope are pages 8. 9,21 and 33 of
> Agreement between Park Region Mutual Telephone Company and
Zevering Group, Ine.. the current siockholders of Valley Teleohone Company, Inc. These
ihe agreed wpon purchase price and other financial information for certain
5

nvelope is the Projected

r 31. 2010 for Park Region
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tial in & prior ruiing.
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ce has no effect on the rates charged. The Commission prevents a company

P

SEDT

rates based on the acquisition price. See, r.g., Decision and Order Regarding

1d Exchange, dated October 24, 1496, Docket TC96-125. Park

&

né by this requirement and, thereore. the purchase price 15 110t

T e
o 0e oou

one corpanies have generally treat:d the purchase price of telephone
n zseet transter or 2 stock acquisiticn, as confidential. taking efforts to

Fros 0
hE L

Lial i

e of future sales and acc uisitions by them. Finally, the

“ sii

sne Company, is not a matter of public

finformation contained on

Felophong companies pave always ren

ompany’s revenues by class of

-ould have economic value to potential

5

d in the pro formas i+ not 2 matter of public interest; 1t1s




seste that confidential protection be afforded to

Respectfi:lly submitiad,

e
B//// .

Micheel J. Bra

MOSS & BARNETT

‘A Profes:ional Association
4800 Worwest Center

20 Scuth Seventh Strest
Minnegapclis, MIN
Telephonz 612-34

Attorney: on Behaif of Park Region Mutual
Telephon: Company
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SEFORE THE PUBLIC UTILIT £35 COMMISSIO
OF THE STATE OF SOUTE DAKOTA

FTHE SALE ‘ TC93-
LLEY TELEPHONE

PREFILED DIRECT TESTiMIONY OF

PAUL HOFF
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4 FINANCIAL IMPACT OF THE SALE ON OPERATIONS
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