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CONSULTING gyl
RESOURCES o o0
FAX (402) 398-0065

omhusker Plaza

301 South 13th Street. Suite 401

Lincoin, NE 68508

(42) 4414315

FAX (402) 4414317

South Dakota Pt
State Captol

Pierre, SD 57501

Dear Bili

On behalf of the Kennebee Telephone Company we are filing Kennebec's 1997 intrastate switched
access cost development package and Kennebec's individual switched access rates developed in
sccordance with South Dakota Switched Access Rules 20:10:27.28.29. This cost study replaces the
1995 study filed in June of 1996 and includes the Presho exchange purchased from US West
Communications. Kennebee is included in the Local Exchange Carriers (LECA) consolidated tariff
filing. Attachment A is provided in licu of tariff sheets

I you have any questions concerning this matter Please call on (402) 398-0062

Sincerely

Ron Phillips
TELEC Consulting Resources. Inc




ATTACHMENT A

TARIFF SHEET

Kennebee Telephone Company does not currently have its own tanff for switched access services.
Kennebec has adopted the National Exchange Carriers Association (NECA) tariff for the interstate
jurisdiction and Local Exchange Carrier Association (LECA) taniff for the state jurisdiction.

If Kennebee were to develop and adopt @ switched access taniff using its ovn revenue requirements
as determined by the PUC program, the resulting rates would be as follows:

Switched Access Rates per minute (RPM)
Camer
Common Local Local
Ling Switching Lransport

Originatir 1 RPM $0.035612 $0.018464 $0.020431

Termmating RPM  S0.048422 $0.025154 $0.020431

Note (1) - Same rates for all Feature Groups

TELEC Consulting Resource, Inc

For: Kennbee Teleph: se Company




CONSULTING 909N 96th Stree!, Suite 203
TELE RESOURCES # 0'“"53,';;&
FAX (402) 398-0065

Cornhusker Plaza
301 South 13th Street, Suite 401
Lincoln, NE 68506

RECE]VED (402) 414315
APR 5

Soury
D
UTitirieg

FAX(402) 4414317

Apnl 27, 1998 1998
AKOT
:om,a}')g%bc
Mr Harlan Best

Staff Analyst

South Dakota PUC
State Capitol

Pierre, SD 57501-5070

Dear Harlan

Please find enclosed the a copy of the cost study, a study disk, and support data for Bridgewater-
Canistota, Kennebec, and Western Telephone Companies  Included are the company financial
statements, cost study adjustments, development of traffic factors and other factors input on sheet
"G

If you have any questions concerning this matter Please call on (402) 398-0062
ey H (o<

Wendel Aanerud
TELEC Consulting Resources, Inc




COMPANY

YEAR

COST STUDY CHECKLIST

Kennebec Telephone Company

1997

SDPUC cost study & disk

SDPUC rate development spreadsheet
Financial statement from accountant

Trial balance from accountant

Account adjustment & average spreadsheet
Capital investment support (average)
Expense adjustment support (6620)
Minutes of use factors

Loops worksheet

Circuit terminations and miles

Misc. factor support

TELEC Consulting Resources, Inc

STDY_SUP.WK4
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INTERSTATE SWITCHED ACCESS CHARGE RATE DEVELOPMENT

DATE 04/24/98

COMPANY KENNEBEC TELEPHONE COMPANY
YEAR 1997

Revenue Orginating  Terminating Total Orginating  Terminating

Requirement MOU MOU MOuU Rate Rate

Carnier Common Line $100,640 1448638 1012980 2461618

$0.035612 $0 048422
Local Switching * $52.560 1466556 1012980 2479536 $0018464 $0.025154
Local Transport $50,660 1466556 1,012,980 2479536 $0.020431 $0020431

Total $203,860 $0.074508 $0 094008

* INCLUDING INFORMATION ELEMENT REVENUE REQUIREMENT

RATEDVL WK4 TELEC Consulting Resources, Inc 04/24/98
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Member American Institute of
V (L Certified Public Accountants

centified public accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
Kennebec Telephone Company, Inc.
Kennebec, South Dakota

We have audited the accompanying balance sheet of Kennebec Telephone Company. Inc. u ol
December 31, 1997 and 1996, and the related of IM

cash flows for the years then ended. These financial of lhn
Company's management. Our responsibility is to express an opinion on lheu financlal statements
based on our audits.

We our audits in with auditing and
Auditing Standards, Issued by the Comptroller General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
are free of material An audit includ on a test basls, evidence
supporﬂng Ih' amounts and disclosures in the financial statements. An audit also includes
used and made by as well
as mllmlng the ovv'ult financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Kennebec Telephone Company, Inc. as of December 31, 1997 and 1996, and the
results of its operations and its cash flows for the years then ended, in conformity with generally
accepted accounting principles.

In with Auditing we have also issued a report dated January 23,
1998, on our of T Company, Inc.'s internal control and a report
dated January 23, 1998, on its compliance with its laws and regulations.

Lcikins Qlowns <. ;Q/.LL(’.

Mitchell, South Dakota
January 23, 1998




Member American Insiitute of
Certified Public Accountants

centified public accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON COMPLIANCE

The Board of Directors
Kennebec Telephone Company, Inc.
Kennebec, South Dakota

We have audited the financlal of Inc. as of and for the
ynn ended December 31, 1997 and 1996, and have lmed our report thereon dated January 23,

We our audits in with auditing and the
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement.

with laws, and grants to
Company, inc. is the of Inc.'s As part
of cur audit, we the risk that with certain provisions of Inn. regulnlons
contracts, and grants could cause the financial tobe
that the risk of such material misstatement was sufficiently low Ihn it was not nocemry to perform
tests of Kennebec Ti Inc.'s P! with si of laws,
contracts, and grants.

This report is intended for the information of the management and the Rural Utilities Service.
However, this report is a matter of public record and its distribution is not limited.

Sﬁﬂvéb.uvd ;Q,ue

Mitchell,"South Dakota
January 23, 1998
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON THE INTERNAL CONTROL

The Board of Directors
Kennebec Telephone Company, Inc.
Kennebec, South Dakota

We have audited the financial of Inc. as of and for the
years ended December 31, 1997 and 1996, and have luued our report thercon dated January 23,
1998.

We conducted our audits in with auditing and Government
Auditing ds, issued by the General of the United States. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.

The management of K nnebec Telephone Company, Inc. is responsible for establishing and
maintaining intermal control. In fulfilling this and | by
management are required to assess the expected benefits and related costs of internal control
policies and procedures. The objectives of inteinal control are to provide management with
but not absolu thatassets are against loss from

use or and that are in with s
authorization and recorded properly to permit the of financial in

with Because of inherent limitations in any internal
control, errors or irregularities may nevertheless occur and not be detected. Also, projection of any
evaluation of the internal control to future periods is subject to the risk that procedures may become
inadequate because of changes in or that the of the design and operation
of policies and procedures may deteriorate.

In planning and performing our audits of the financial of

Inc. for the years ended December 31, 1997 and 1996, we obtained an understanding of the lmamal
control. With respect to the internal control, we obtained an understanding of the design of relevant
policies and procedures and whether they have been placed in operation, and we assessed control
risk in order to our auditing for the purpose of expressing our opinion on the
financial statements and not to provide an opinion on the internal control. Accordingly, we do not
express such an opinion.




We noted a certain matter involving the internal control and its operation that we consider to be a
under by the Institute of Certified Public
involve matters coming to our attention relating to significant
deficiencles in lhe design or operation of the internal control that, in our judgment, could adversely
affect the Company'’s ability to record, process, summarize, and report financial data consistent with
the assertions of management in the basic financial siatements.

Because of the limited number of ploy in the C office, there is an
Inadequate segregation of duties.

A material is a rep di in which the design or operation of the specific
Internal control elements does not reduce to a relatively low level the risk that errors or irregularities
In amounts that would be material in relation to the financial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions.

Our consideration of the internal control would not necessarily disclose all matters in the internal
control that might be under by the Institute
of Certified Public and would not disclose al! reportable
conditions that are aiso to be material as defined above. However, we do
not believe the reportable condition described above Is a material weakness.

This report is for the of the and the Rural Utilities Service.
However, this report is a matter of public record and its distribution Is not limited.

Ylleoro G, ;Q/./.L@

MitchellfSouth leoll
January 23, 1998




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
BALANCE SHEET

ASSETS

DECEMBER 31,
1897 1996

CURRENT ASSETS
Cash and temporary cash investments $ 440897 $ 553,791
Cash-RUS construction fund 2,826 2,739

less for
uncollectible accounts 1997 $1,020; 1996 $1,280 55,203 41129
Interest receivable 4,900 4,900
Materials and supplies Inventory 49,904
Nonregulated Inventory 531
Prepayments 2,221 2253
Total Current Assets 600,616 857,247

NONCURRENT ASSETS
g net of
accumulated depreciation 1997 $28,542; 1996 $25,779
Marketable investments 790,923
Investment in affiliated company 1,675
Other investments 61,263
Total Noncurrent Assets 859,572

PROPERTY, PLANT, AND EQUIPMENT
Telecommunications plant
in service 3,688,143
Under construction 25,021
Acquisition adjustment 624,851
Total in T ations Plant 4,338,015
Less: Accumulated depreciation (1.987,156)
Property, Plant, and Equipment - Net

11,047

Tt = accompanying notes to financlal statements are
an integral part of this statement.




LIABILITIES AND STOCKHOLDERS' EQUITY

DECEMBER 31,
1997 1996

CURRENT LIABILITIES
Current portion of long-term debt
Accounts payable
Accrued taxes
Pension plan payable
Income tax payabie
Other payables
Total Current Liabilities

LONG-TERM DEBT, less current maturities

DEFERRED INCOME TAXES

STOCKHOLDERS' EQUITY
Capital stock, common, $100 par value;
authorized 5,000 shares; 83 shares Issued;
outstanding - 83 shares in 1997 and 83
shares in 1996 8,300
Retained earnings:
opriated 13,679
Unappropriated 1,444,812
Net gain on
for sale 128,000
Less: Treasury stock - 10 shares (at cost)
Total Stockholders' Equity

_1.524,701
$3.811,047




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
STATEMENT OF OPERATIONS AND RETAINED EARNINGS

YEARS ENDED
DECEMBER 31,

1997
OPERATING REVENUES

Basic local network services $ 204,408
Network access services 995,843
Long distance message revenue 48,076
Miscellaneous 56,711
Uncollectible revenues

Net Operating Revenues 1,301, 1:

OPERATING EXPENSE
. Plant specific operations
Plant nonspecific operations
Customer operations
e operations
Depreciation and amortization
Total Operating Expenses

OPERATING TAXES
Federal income tax - current
Federal income tax - deferred
Other operating taxes
Total Operating Taxes

OPERATING INCOME

FIXED CHARGES
Interest on mortgage debt
Other interest
Total Fixed Charges

INVESTMENT INCOME -
(net of income tax 1997 $17,250; 1996 $69,000)

NON-REGULATED NET INCOME -
(net of depreciation 1997 $2,763; 1996 $2,931 and
Income tax 1997 $3,000; 1996 $1,000)
NET INCOME

RETAINED E o L of Year
RETAINED EARNINGS, Unappropriated, End of Year $1,444.812

The accompanying notes to financlal statements are
an Integral part of this statement.

1996

$ 120,400
800,284

779
—3.088)
Tse215




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
STATEMENT OF CASH FLOWS

YEARS ENDED
DECEMBER 31,
1997 1996

CASH FLLOWS FROM OPERATING ACTIVITIES
Cash received from consumers $1,330,578  $ 1,093,702
Cash pald to suppliers and employees (865,330)
Interest/dividends received 56,117
Interest paid (113,750)
Income tax pald _{(92.751)

NET CASH PROVIDED BY OPERATING ACTIVITIES 314,864

CASH FLOWS FROM INVESTING ACTIVITIES
Construction and acquisition of plant (184,848) (1,701,296)
ged from 12,768 5,500
P from sale of 201,113

(Increase) in non-regulated CPE (2‘12;) (2,108)
in (133,766) 32,369

in g - (61,263)
NET CASH (USED) BY INVESTING ACTIVITIES (318,172) 1,525,

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from short-term debt - 35,045
Repayment of short-term debt (35,045) -
Purchase of treasury stock - (70,090)
Proceeds from long-term debt 1,438,263
Repayment of long-term debt (47.500)

NET CASH P! (USED) BY Fi ACTIVITIES 1355718

NET INCREASE (DECREASE) IN CASH (112,807) 303,654

CASH AND CASH EQUIVALENTS, Beginning of Year __556,530 252,876
CASH AND CASH EQUIVALENTS, End of Year $443723 § 556530

The accompanying notes to financial statements are
an integral part of this statement.




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
STATEMENT OF CASH FLOWS
(Continued)

YEARS ENDED
DECEMBER 31,

1997

RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
Net Income
Adjustments to reconcile net margins to net
cash provided by operating activities:
Depreciation and amortization 331,385
Gain on sale of investments -
(Increase) decrease in:
Receivables (12,184)
Inventory
Prepayments
Increase (decrease) in:
Accounts payable
Accrued taxes and other payables
Pension plan payable
Income tax payable
Deferred income taxes

£ 204,981

NET CASH PROVIDED BY OPERATING ACTIVITIES

NON-CASH TRANSACTIONS:
Purchase of trea ury stock in exchange for note payable

The accompanying notes to financial statements are
an integral part of this statement.

1996

$ 265,860

222,264
(174,918)

(22,279)
(21,251)
2,391

(4,218)
170,407

29,000
—6.500

473,621




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1997 AND 1996

SIGNIFICANT ACCOUNTING POLICIES:

Nature of Operations: Kennebec Telephone Company provides both regulated and non-
services for the and Presho, South Dakota exchange

areas.

Use of Esti : The of financlal in with

require to make and that
affect certain amounts and disclosures. Accordingly, actual results could differ from those
estimates.

General: The Company follows the FCC Uniform System of Accounts for Class A and B
telephone companies as required by the Rural Utilities Service (RUS).

Telecommunication Plant in Service and Under Construction: Additions to telephone plant are
recorded at their original cost, which includes contracted work, direct labor and material, and
allocable overhead. When units of property are retired, sold, or otherwise disposed of in the
ordinary course of business, their average book cost less net salvage Is charged to
and repair costs and the replacement and renewal of
items determined to be less than units of property are charged to the applicable maintenance
expense accounts.

Depreciation: Depreciation is computed using the straight-line method based on the estimated
useful lives of the depreciable assets.

N are stated at cost which approximates market value.
Marketable debt and equity with readily values are reported at market.

Materials and Supplies Inventory: The inventory is stated at cost determined principally on
the weighted average method. There was no substantial change in the manner of determining
quantities, costs, or valuations between opening and closing inventories.

Revenue Recognition: Revenue from local telephone service is reflected in the accounts at
the time such revenue is actually earned. The customers are billed on the 1st of each month
for local service for that month. Revenue from toll service is recorded through the 18th of
each month and Is billed to customers on the 1st of the next month. At the balance sheet
dates, the Company had unrecorded toll service from December 19 to December 31.

Temporary Cash Investments: Temporary cash investments consist mainly of certificates of
deposit and money market savings accounts. They are stated at cost, which approximates
market value. They are included as cash on the statement of cash flows.




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1997 AND 1996

SIGNIFICANT ACCOUNTING POLICIES: (Continued)

Investments in Debt and Qualifying Equity Securities: Investments in debt and qualitying
equity securities are classified as either held-to-maturity, trading or available-for-sale in
accordance with SFAS 115. Held-to-maturity are debt that the C

has the positive intent and ability to hold to maturity. These investments are recorded at
amortized cost. Debt and equity securities purchased principally for the purpose of resale as
trading investments are recorded at fair value. Unrealized gains or losses on these
Investments are included in eamings of the current period. Other debt and equity securities
that are not categorized as held-to-maturity or trading are classified as avallable-for-sale and
reported at fair value. Unrealized gains or losses on these securities are reported as a
separate component of equity.

ASSETS PLEDGED:

All assets are pledged as security for the long-term debt to the Rura’ Utilities Service.

TELEPHONE PLANT:
Listed below are the major classes of telephone plant in service at December 31:
1997 1996

Land $ 5751 s 5,751
Buildings 216,659 216,659
Centrai ‘ffice

equipment 1,376,862 1,371,101
Paystations 16,782 16,782
Burled cable 1,761,578 1,656,515
Office and communica-

tion equipment 63,708 57,058
Vehicles and other work

equipment 246,803 223,003

$3,688,143 $3,546,869

NONREGULATED CUSTOMER PREMISES EQUIPMENT:

Is stated at cost. The Company provides for
depreciation on a llralghbllno basis at an annual rate of depreciation which will amortize the
cost of the equipment over its estimated useful life.

Income, net of related expenses, from mnregulalad CPE for the ycars ended December 31,
1997 and 1996, was $6,194 and $9,748, CPE for the
years ended December 31, 1997 and 1996, was $2,’ 763 and 32.93!. nspchvnly.

10




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1997 AND 1996

MARKETABLE INVESTMENTS:

The cost and fair value of marketable debt and equity securities at December 31, 1897, are as
follows:
Gross Gross Estimated
L L Fair
Cost Gains Losses Value

Available for sale:
Equity securities $ 83,539 $125,575 s - $209,114
Debt securities 579,384 2,425 - 581,809
923

62,923 $128,000 s =
The following Is a list of the maturtles of debt securities as of December 31, 1997:

Amortized Estimated
Cost Fair Value

Due in one year or less $ - $ -
Due In one to five years 221,496 223,961
Due after five years 357,888 357,848

is7To384  §581809

LONG-TERM DEBT:
Long-term debt consists of the following at December 31:

CURRENT
TERMS MATURITIES
1997 1996

United States of A)

America Rural Utilities

Service - Secured by

alkinclusive financing

agreement $25,000 $25000 $ 901,856 $ 925,993

Rural Telephone Variable rate (6.3% at
Finance Cooperative - December 31, 1996);
Secured by all-inclusive payable In quarterly

to a 15 year maturity.

Final payment Is due
June, 2011, 52,800 50,000 1,078,143 1,131,260

H.L. Hollmann - 6%; payment due
Unsecured January 10, 1997, 35,045 - -

$110,045 $1,979.999 $2,057,253




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1997 AND 1996

LONG-TERM DEBT: (Continued)

(A) Long-term debt to RUS is represented by 2% and 5% mortgage notes payable.
Principal and Interest are payable The notes are
scheduled to be fully repaid at various mes to December, 2030. The notes are
secured by all of the assets of the company.

In March, 1989, the Company received notice of a new loan In the amount of
$754,000 for digital switch and plant expansion. As of December 31, 1997,
there was $183,000 of unadvanced loan funds. All loan funds advanced by
RUS are deposited in a special construction fund account, the dlsbursemems
from which are by the of the loan

approved by RUS. The construction fund had a balance of 32.826 md $2,739
at December 31, 1997 and 1993, respectively.

that for the next five years will be as follows:

1998 $77,800
1999 80,000
2000 84,000
2001 90,000
2002 91,000

DEFERRED INCOME TAXES:

Effective Jan: ary 1, 1994, the Company adopted the llability method, as provided by FASB
Statement 109 to account for income taxes.

Deferred tax assets and liabilities at December 31, consist of the following:

Deferred tax assets
Deferred tax liabilities
Accumulated depreciation
Net deferred tax liability

APPROPRIATED RETAINED EARNINGS:

Appropriated retained earnings of $13,679 represents undistributed previously taxed income
stemming from the period when the Company was taxed as a Subchapter S corporation.




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1997 AND 1996

PENSION PLAN:

The Company maintains a fully funded noncontributory defined benefit pension plan. All
employees are eligible to participate In the year in which they have completed two years of
service and have attained the age of 21. Pension benefits are 100% vested at the time of
eligibility.

Each participant shall receive a benefit at his normal retirement age equal to 80.5% of his
average annual compensation. The amount contributed to the plan for the years ended
December 31, 1997 and 1996, was $14, 462 and $50,503, m:pectlvtly. all of which was payable
at the end of the year. C using a 7. long-term rate of
return. Assets of the pension are held In various lnnun'y and

securities and total $518,222 as of December 31, 1997.

U.S. WEST EXCHANGE ACQUISITION:

The Comp.ny acquired the Presho, S D. telephone exchange from U.S. West at a total cost of
$1,432 took of the Presho on June 24, 1996.

TREASURY STOCK:

Dur(ng the year ended December 31, 1996, the Company purchased 10 shares of common

held minority for $70,090.
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Report of Independent Certified Public Accountants
on Supplemental information

Kennebec Telephone Company, Inc.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole of Kennebec Telephone Company, Inc. for the years ended December 31, 1997 and
1996, which are presented In the preceding section of this report. The supplemental information

is for of analysis and Is not a required part of

lrm basic financial Such has been to the auditing procedures
applied In the audits of the basic financial statements and, In our opinion, Is fairly stated, In all
material respects, In relation to the basic financial statements taken as a whole.

outh Dakota
January 23, 1998

Mﬁw&ma Ayl




SOUTH DAKOTA 536 KENNEBEC
KENNEBEC TELEPHONE COMPANY, INC.
KENNEBEC, SOUTH DAKOTA
SCHEDULE OF MORTGAGE NOTES PAYABLE
TO RURAL UTILITIES SERVICE
DECEMBER 31, 1997

Date of Note
October 4, 1979
October 4, 1979
May 6, 1981

May 6, 1981

August 2, 1989

August 2, 1989

August 2, 1989

Principal
Balance

$ 61,720
279,778
23,459
16,832
291,894
20,173

233,000
$926,958




Member American Instiute of
Certified Public Accountants

y certified public accounianis

The Board of Directors
Kennebec Telephone Company, inc.
Kennebec, South Dakota

We have audited the financial of Inc. for the year ended
December 31, 1997, and have issued our report thereon dated Jarmary 23, 1998. We conducted our
audit in with auditing Auditing

Issued by the Comptrolier General of the United States, and 7 CFR Part 1773, Policy on Audits of Rural
Utilities Service (RUS) Borrowers. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement.

In planning and performing our audit of the financial of

Inc. for the year ended December 31, 1997, we considered its internal control in order to determine
our auditing procedures for the purpose of expressing an opinion on the financial statements and
not to provide assurance on the internal control.

of the for and the internal
comml and the objectives of and inham\l limitations in such an internal control is set forth in our
independent audit r's report on the internal control dated January 23, 1998, and should be read In
conjunction with this report.

Our consideration of the internal control would not necessarily disclose all matters in the internal
control that might be material under by the Institute
of Certified Public Accountants.

A material weakness is a condition in which the design or operation of the specific internal control
elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that
would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees In the normal course of performing their assigned
functions. However, we noted no matters involving the internal control and its operation that we
consider to be a material weakness as defined above.

7 CFR Part 1773.34 requires comments on specific aspects of the internal control, compliance with
specific RUS loan and security and other matters. We have
grouped our comments accordingly. In :ddluon 1o obtaining reasonable assurance about whether
the financial statements are free from material misstatements, at your request, we performed tests
of specific aspects of the internal control, of compliance with specific RUS loan and security
and of it matters. The specrﬂc upecls of the internal contro!
compliance \vuh specific RUS loan and security matters tested
include, among other things, the and records, rials control,
with specific RUS lcan and security Inmmlnl provisions set forth in 7 CFR Part 1773.34(e)(2), and
related party transactions. Our objective was not to provide an opinion on these specific aspects
of the internal control, compliance with specific RUS loan and security instrument provisions, or
additional matters, and accordingly, we express no opinion thereon.




No reports (other than our independent auditor's report, our auditor's
report, and our independent auditor's report on the intamal control, all dated January 23, 1998), or
summary of recommendations related to our audit have been furnished to management.

Our comments on specific aspects of the internal control, compliance with specific RUS loan and
security P and other matters as required by 7 CFR Part 1773.34 are
presented below.

COMMENTS ON CERTAIN SPECIFIC ASPECTS OF THE INTERNAL CONTROL

We noted no matters regarding Kennebec Telephone Company, Inc.'s internal control and its
operation that we consider to be a material weakness as previously defined with respect to:

= the accounting procedures and records;

= the process for accumulating and recording labor, materlal, and overhead costs, and the
distribution of these costs to and or other expense
accounts, and;

- the materials control.

COMMENTS ON COMPLIANCE WITH SPECIFIC RUS LOAN AND SECURITY INSTRUMENT
PROVISIONS

for with laws, and grants Is set forth

in our Indeptndonl auditor's report on compliance dated Junuuy 23. 1998, and should be read in

conjunction with this report. At your request, we have below

with vespect Io compliance with certain of laws, and The
are as follows:

Procedure performed with respect to the requirement to maintain a!l funds in Institutions
whose accounts are insured by an Agency of the Federal government:

1. Ob'alnld In!omutlon from 'Inlnclll In:muuon: vdm which Kennebec Telephone
funds are insured by an

Agmcy ol lfu Federal gmummm.

Procedures performed with respect to the requirement for a borrower to obtain written
approval of the mortgagee to enter into any contract for the operation or maintenance of
property, or for the use of mortgaged property by others for the year ended December 31,
1997, of Kennebec Telephone Company:

1. Obtained and read a borrower prepared schedule of new written contracts entered into
during the year for the operation or maintenance of its property, or for the use of its
property by others as defined in 7 CFR Part 1773.34(e)(2)(1).

. Reviewed Board of Director minutes to whether board written
contracts are included in the borrower-prepared schedule.

Noted the existence of written RUS approval of each contract listed by the borrower.
Procedure performed with respect to the requirement to submit RUS Form 479 to the RUS:

1. Agreed amounts reported in Form 479 to Kennebec Telephone Company, Inc.'s records.




The results of our tests indicate that, with respect to the items tested, Kennebec Telephone
Company, Inc. complied, in all material respects, with the specific RUS loan and security instrument
provisions referred to below. With respect to items not tested, nothing came to our attention that
caused us to belleve that Kennebec: Telephone Company, Inc. had not complied, in all material
respects, with those The specific i tested Include the requirements that:

- the all funds in whose are insured by an Agency
of the Federal government;

the borrower has obtained written approval of the RUS to enter Into any contract for the
operation or maintenance of property, or for the use of mortgaged property by others as
defined in 7 CFR Part 1773.34(e)(2)(i); and,

the borrower has submitted its Form 479 to the RUS. The Financial and Statistical Report
as of 31, 1997, by the as having been submitted to RUS,
is in ag with T Company, Inc.'s audited records in all material

respects.
COMMENTS ON OTHER ADDITIONAL MATTERS

In connection with our audit of the financial of C
nothing came to our attention that caused us to believe that Kennebec Telephone Company, lnc
failed to comply with respect to:

- the reconcillations of subsidiary plant records to the controiling general ledger plant
accounts addressed at 7 CFR Part 1773.34(c)(1);

the clearing of construction accounts and the accrual of depreciation on completed
construction addressed at 7 CFR Part 1773.34(c)(2);

the retirement of plant addressed at 7 CFR Parts 1773.34(c)(3) and (4);

sales of pluat, material, or scrap addressed at 7 CFR Part 1773.34(c)(5): and,

the disclosure of material related party in with of
Financial Accounting Standards No. 57, Related Party Transactions, for the year ended
December 31, 1997, in the financial In the first of this
report addressed at 7 CFR Part 1773.34(f).

This report is solely for the and use of the board of directors, management,
and the Rural Utilities Service. However, this report Is a matter of public record and its distribution
is not limited.

bsorr~lo )_Q’.uc’.

Mitchell,"South Dakota
January 23, 1998
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Teleph

INVESTMENTS

GENERAL SUPPORT FACILITIES
AC 2110 Land & Suppor Asset

Support Assets

Land

TOTAL GSF

-CENTRAL OFFICE EQUIPMENT

TOTAL COE

10N ORIG/TERM EQUIPMENT
AC 231 /1 pme

TOTAL 101

~—CABLE & WIRE FACILITIES
A/C 2410 Cable & Wire Facilitie
Cat 1-Exch Line Cat

4 & Fxch
E

TOTAL CWE

TOTAL Tr1s

$0
$0
$0
50
$

0
$0

$1,371,101 $1.376,862 $1,373,982

$16.782

s S
$ b3

$1,656,514 1578 $1,705.046

$3,546,869 $3,688,143 $3,617,506

% Change




Teleph c

p

INVESTMENTS
Form Revised: 296 EOY

1996 % Changs

~ Other Telephone Plant
A/C 2002 Prop Held for Future Use $0 30 &

A/C 2003 P Under Construction $14.737 $25,021 $19,879
A/C 2005 Teiephone Plant Adjustment $0 30 0

TOTAL TELEPHONE PLANT $3,561,606 $3,713,164 $3,637,385

—OTHER PLANT ACCOUNTS, MATERIALS & SUPPLIES—

A/C 1220 Materials & Supplie: $49.904 $72,192

A/C 1402 RTH Stock $0 $0
Cash Working Capital $24 668 NA

AIC 2690 Intangibles S0 S0

TOTAL OTHER $74.772 $84,626

TOTAL TELEPHONE PLANT,OTHER PLANT & CW( $3,636,378 $3,807,643 $3,722,011

~RESERVES & DEFERRALS

A/C 3100 Accum Depe-Tel Pit <
Support Asset: $250,103 267,117
COE - Switching $242,020 $351,328 $296
COE - Transm $240.470
Info Orig/Term Equip $14.617 516 $15,325
Cable & Wire Facilitics $917.548 $1,018,198
Equal Access Accum Depr $0 $0 $0

AIC 3200 Accum Depe-Plant Future | ¢ 0 50 $0

TOTAL ACCUM DEPRECIATION TPIS $1,664,758 $1,921,200 $1,792,979

— Customer Deposits
A/C 4040 Customer Deposits

Deferred lacome Taes
Def Op Inc Tax

$0 $0
uerent Def OIC Tax $86 500 $90 300

TOTAL  DEFERRED TANES $86,500 $90,300 $88,400
TOTAI RESERVES & DEFERRED TANES $1,751,258 $2,011,500 $1,881,379

TOTAL NET PLANT INCL OWC ( Less A/C 4040) $1,885,120 $1,796,143 $1,840,632

05/07/88 03 07 PM ACCTADJ WK4 TELEC Consulting Resouces, Iy




Kennebec Telephone Company

EXPENSES

% Change
~PLANT SPECIFIC EXPENSES. —=hdrge.

A Network. Support Expe
0.00%
0.00%

971%
0.00%
99.54%
0.00%

£211%
0.00%
104 42%

TOTAL PLANT SPECIFIC EXPENSES ! 78 75%

PLANT NON - SPECIFIC EXPENSES

. Other “ant & Eq Expen 0.00%
34 71%
0.00%

$38,136

$63,285

$0

$23,027

nfo Orig/Term Equip $557
ble & Wire Facilitie $70.028 $100.650
Property Held For Future S0 $0

AIC 6565 Amort Exp. - Other 0 S0

TOTAL PLT NONSPECIFIC EXPENSES $213,517 $310,856

05/07/88 03 10 PM ACCTADJ WK4 TELEC Consulting Resouces, Inc




Kennebec Telephone Company

EXPENSES

—CUSTOMER OPERATION EXPENSES-
A/C 6610 Marketing Expense $10.892
A/C 6620 Services Expense
Published Directory Listings
Classified
Alpha
Foreign § 0.00%
Call Completion - Operator Assist 3080.53%
All Other, Local Business Office Expense
Cat | -LBOE EU Sv Order Pro: 0.00%
Cat |- LBOE EU Pmt & Collect 000%
C LBOE EU Billing Inquiry
C; LBOE EU Coin Collect
« LBOE EU End User Access
Total Cat | LBOF

2 Message Processing

2 Other Billing & Collecting
2 CABS 0.00%
Total Cat 2 LBOE 0.00%

3 Other LBOE 0.00%

TOTAL CUSTOMER OPER. EXPENSE $95,446 -15.89%

~-CORPORATE OPERATIONS EXPENSES---
A/C 6710 Exec & Planning Expense
All Other $84,506 2 -13.69%
Direct Assignment $0 S 000%
A/C 6720 Gen'l & Administration Expense
All Other $184,666 52 3151%
Direct Assignment $40,160 -100 00%
Interstate Amt. of Dr Assignment $27.929 -100.00%

TOTAL CORPORATE EXPENSE $308,332 $315.787
~- Operating Taxes Fre. 1CT and Gross Receipts
A/C 7200 Operating Taxes Exc. ICT & Gross Receipts Taxes $0

A/C 7240 Giross Receipts Taxes $39.979

TOTAL OPER. EXPENSE EXC. CONTRIB. & IC1 $851,869

05/07/98 03.10 PM ACCTADJ WK4 TELEC Consulting Resouces, Inc




Kennebec Telephone Company

% Change

~- Non-operating Income & Expenses

A/C 7300 Non-operating Income & Expenses
Funds Used During Construction
Contributions

- Interest & Related Items

A/C 7500 Interest & Related ltems
A/C 7510 Interest On Funded Debt $72.743
A/C 7540 Interest on Customer Deposits $0

— Miscellancous items

Investment Tax Credit Amortization $0
Capitalized Payroll $o
Depreciation Adjustments $0

Summarry of Openung Ex=nlcs 1

Total Plant Specific Expenses $81,092 $144.948
Total Non-Plant Specific Expenses $213517 $310.856
Total Customer Operating Expenses 95,446 $80,278
Total Corporate Expenses $309,332 $315.787

AIC 7200 Oper. Taxes Excluding ICT $0 $0
Contributions $0 0

Total Operating Expenses ( Excl. ICT) $699,387 $851,869

05/07/98 0310 PM ACCTADJ WK4 TELEC Consulting Resouces, Inc




K

INVESTMENT & EXPENSE ADJU.

PRGRM 1997
LINE®  AS ACCOUNTED
~GENERAL SUPPORT FACILITIES

A 2110 Land & Suppot Assets
Support Assets

Land

TOTAL GSF

MENTS

DEBITS CREDITS

($12.454)

($762)

($13216)

COST STUDY
INFUTS

5504481

~CENTRAL OFFICE
AIC 2210 COE-Switching
2-Tandem Switch
Cat M-Equal Acce

Cx

TOTAL COF

INFORMA TION ORIGTERM FOUIPMENT

05/07/98 0307 PM ACCTADJ WK4 TELEC Consulting Resouces, Inc




Kennebec Telephone Company

INVESTMENT & EXPENSE ADJUSTMENTS
PRGRM 1997

COST STUDY
LINE®  AS ACCOUNTED DEBITS CREDITS

INPUTS
——CABLE & WIRE FACILITIES
AIC 2410 Cable & Wire Facilitic
Cat 1-Exch Line Cat 13 ($232.843) 3 $1.476203
Cat2 Widehand & Fxch Trunk
Wideband Exchange
EAS Trusk
Interexchange T
Wide
Interexchange Trunk
Cat 4-HostRemote CAWF
St

WATS

TOTAL CWF

TOTAL TPIS $3,587,509

AXC 2003 P Under Construction

Telephone Plant A,

TOTAL PLANT

OTHER PLANT ACCOUNTS, MATERIALS & SUPPLIES
20 Mates
1402 RTH &

Cash Workin

TOTAL TELE

05/07/98 03.07 PM ACCTADJ WK4 TELEC Consulting Resouces, Inc




Kennebec Telephone Company

INVESTMENT & EXPENSE ADJUSTMENTS

PRGRM 199 COST STUDY
LINE#  AS ACCOUNTED DEBITS CREDITS INPUTS

ERVES & DEFERRALS.
A 3100 Accum Depr-Tel Pit in Swe

Sapport Assets 1610 ($11.699) SU6511

$296.67) " (5296.673) $261 466

COK - Transmission s $284.4% (5254.499) $249,706

Info Ong/Term Equip o $15.32 ($15.325) $0
Cable & Wure Facilities 3967573

Equal Access Accum Depr

TOTAL ACCUM DEPRECIATION TPIS ($578.196) $1.765.9%

CUSTOMER DEPOSTTS

A/C 4040 Custom

~ DEFERKED INCOME TAXES
AC 4100 N (e
AKC 4340 Net Noncurrent Def OIC Taxes

TOTAL RESERVES & CUST DEPOSITS 18138 172 (8578196 $1.853.356

TOTAL NET PLANT WLssRl SLaE2

05/07/98 0307 PM ACCTADJ WK4 TELEC Consulting Resouces. inc




Kennebec Telephone Company

INVESTMENT & EXPENSE ADJUSTMENTS

COST STUDY

19
DERITS CREDITS INPUTS

AS ACCOUNTED

PLANT SPECIFIC EXPENSES.
AKC 6110 Network Suppont Expense
Jount
rrect. Assignment
6120 General Suppont Expen
Yot $3.229) 2
Direct Assignment
6210, 6220, 6230 Cenral Office Eqpt
6210 Equal Access Expense
6310 10T Kquip Expense
at 1-Other 10T Egpt Expen 5148) 6
2t 2-Cust Prem Eqpt Expense
AC 6410 CAWF Fxpe
TOTAL PLANT SPECIFIC EXPENSES $141,575

PLANT NON - SPECIFIC EXPENSES.
AC 6510 Oher Prop Plast & Eqy Expense )
AC 6550 Network Operations Expense 524899

$0

AIC 6340 Access Expense (IX Carriers)

AIC 6560 Depreciation and Am
Depreciation Expense TPIS
) 2

($104533) ¢

\VC 6565 Amon Exp - Other

TOTAL PLT NONSPECIFIC EXPENSES

05/07/98 03:07 PM ACCTADJ WK4 TELEC Consulting Resouces, Inc




K Telephone Comp

INVESTMENT & EXPENSE ADJUSTMENTS

PRGRM 1997
LINE#S  ASACCOUNTED

~CUSTOMER OPERATION EXPENSES.
AKC 6610 Marketing Fxpense
AIC 6620 Services Expense
Published Duwectory Lsting
Clasuified
Alpha
Foreign

Call Completion - Ope

All Other, Local Busmess Office Expense

LBOE FU Pmt & Co
LBOE EU Billing Inquiry
LBOE EL
LBOE EU End User Access
Total Cat | LBOE
Cat 2 Message Processing
Cat 2 Other Billag &
Caxt 2 CABS W $17,114
$30.866

Cat 3 Other LBOL © $100

TOTAL CUSTOMER OPER. EXPENSE

CREDITS

COST STUDY
INPUTS

41,543
$2.592
36,159
$17.114
$30.866

$100

CORPORATE OPERATIONS EXPENSES.

AXC 6710 Exec & Planning Expense

TAL CORPORATE EXPISE

798 0307 PM A




Kennebec Telephone Company

INVESTMENT & EXPENSE ADJUSTMENTS

PRGRM 1997 COST STUDY
LINC#  AS ACCOUNTED DEBITS CREDITS INPUTS

7200 Operating Taxes Exc. ICT

AIC 7200 Operating Taxes Exc ICT & Gross Recens 2 l ‘ $170
AIC 7240 Gross Receipts Taves $9.979

TOTAL OPER. EXPENSE EXC. CONTRIB.& 1CT 2 2 ($250,859) $845,262

—- Non-operating Income & Expenses

A/C 7300 Non-operating Income & FExpenses

Funds Used During Construction

Contributions

~ Interest & Related Items
A/C 7500 Interest & Related ltems
A/C 7510 Interest On Funded Debt

A/C 7540 Interest on Customer Deposits

— Miscellaneous Items
Investment Tax Credit Amortization
Capitalized Payroll

Depreciation Adjustments

Summa:! of Operatin ExEnm

Total Plant Specific Expenses , ) ($3,373) $141575

Total Non-Plant Specific Expenses C 6 6. ($139,591) $308.628
Total Customer Operating Expenses ($78,420) $79,202
Total Corporate Expenses ($29.475
AIC 7200 Oper. Taxes Excluding ICT
Contributions

Total Operating Expenses ( Excl. ICT)

05/07/98 0307 PM TELEC Consulting Resouces, Inc




Kennebec Telephone Company

INVESTMENT & EXP

PRGRM 197

LINE®  ASACCOUNTED DEBITS CREDITS

Notes: Adjustments to Aecmm_lm Data

COST STUDY
INFUTS

Note 1. Adjustments for Common & Power Investment based on CPR records

Note 2. Land and Building adjustment for Non-Regulated space

Note 3. Adjustments for Interexchange Trunking

Adjustment of Reserve & Depreciation Expense associated with CPR Adjustments

5: Distribution of Account 6610 & 6620 based on time study (1996)

6 Payphone Der n per South Dakota rules

te 7 Direct Assignment of Cost Study Expense
Note 8 FCC Reg Fee, Refer to NECA letter dated 8/1

Note 9 Reclassity TR

05/07/98 03.07 PM ACCTADJ WK4 ing Resouces, inc







CENTRAL OFFICE EQUIPMENT COSTS (AVERAGE)

Company Kennebec Telephone Company
Study Date  1/1/97 - 12/31/97
Total COE Total COE
Book Costs Book Costs
COE Categories as of 12/31/96 as of 12/31/97
Category 2
Category 3 $908,323 $909,419
Category 4.11
Category 4.12
Category 413 $255,369 $255,447
Category 4.22 $0
Category 4.23 $207,409 $211,995 $209,702

Category 4.3 $0 $0 $0

Total COE $1,371,101  $1,376,862 $1,373,982

TELEC Consulting Resources, Inc STDY_SUP WK4




BURIED CABLE BREAKDOWN

Company  Kennebec Telephone Company
Study Dates 1/1/97-12/31/97

Category 1 Category 2 Category 3 Total C&W
1996 Total $1,423671 $0 $232,843 $1,656,514
1997 Total §1,528,735 $0 $232,843 $1,761,578
Average $1,476,203 $0 $232,843 $1,709,046

* Special study to identify Cat 3 for study

TELEC Consulting Resources, Inc STDY_SUP.WK4







COMPANY

6620 [END USER ACCESS
6620 MESSAGE PROCESSING

6620 CABS

6620:0THER BILLING & COLLECTION

KENNEBEC TELEPHONE COMPANY

DISTRIBUTION OF ACCOUNT 6610 86620

TIME
STUDY
| HOURS

CTi

ER PROCESSING _|
KNG sl
VI

Y
ER COIN COLLECTION

% DISTRIBUTION

TOTAL OF IDENTIFIE

| HOURS UNIDENTIFIE| EXPENSE

$2,196
$2,177

18.85%|  $9,014]
49.18% |  $23,515]
1885%|  $9.014

$2,320]

DISTRIBUTED
| EXPENSE |
$2,196
$2,177
$2.320
$9,014/
$23,515
$9,014

2.46%
0.00%
0.00%

10.66%
0.00%

$1,176]
30
SC'
$5.005]

$7.592]
$12,019]

$1,176 Non-Reg =
$0
$7.592
$17,114]
$6,159

$838

S0, $6.159]

6620 CUSTOMER SERVICE EXP | | 000%

[TOTAL
TOTAL REGULATED

61.00

6610 & 6620 AS ACCOUNTED

IDENTIFIED EXP
UNIDENTIFIED TOTAL

100.00% |

$80,278
$32,464
$47.814

TELEC Consulting Resources, Inc

so.
$47814]  $32.464,

so 4
$80,278|
$79.440

TIMES7KE WK4
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COMPANY KENNEBEC TELEPHONE COMPANY

DISTRIBUTION OF ACCOUNT 6610 &6620
TIME %  DISTRIBUTION
ACCT STUDY | TOTAL OF IDENTIFIED DISTRIBUTED
NO ___| HOURS | HOURS UNIDENTIFIE EXPENSE = EXPENSE
6610 MARKETING EXPENSE | i | | 82196,  $2,19%
6620 |PUBLISHED DIRECTORY ALPHA | | [ | $2177] _$2177
6620 CALL COMPLETION | | | | %2320 $2,320
6620 END USER SERVICE ORDER PROCESSING | | 1885%  $9.014' | 9014
6620 ENO USER PAYMENT COLLECTION . 4918% $23515 . 823515
6620 END USER BILLING INQUIRY | 1885%  $9.014 | $9014
6620|END USER COIN COLLECTION I | 246%  $1,176] | $1,176/Non-Reg= $838
6620|END USER ACCESS [ 0.00%| $0 | 50
6620 MESSAGE PROCESSING [ | 000% 0| | 87592
6620 CABS | | 1066%|  $5005 019 817,114
6620 OTHER BILLING & COLLECTION | 0.00% | $0| | $6,159
6620/ CUSTOMER SERVICE EXP | | 000% $0, | $0
ITOTAL ] 6100] 100.00% $47,814] 464 $80,278
TOTAL REGULATED 1 | $79,440

6610 & 6620 AS ACCOUNTED $80,278

IDENTIFIED EXP $32 464
UNIDENTIFIED TOTAL $47 814

TELEC Consulting Resources, Inc. TIMES7KE WK4
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KENNEBEC TELEPHONE COMPANY
6620 EXPENSES

1997
from US West Netting Statement

6620
Call
Completion CABS ALPHA
Jan $15286 $12008 $203K5
Feb $15994 $13163 $242.55
Mar $18088 $121.62 $227 85
Apr $13444 $115.77 $3.15
May $12264 $12596 $187.95
Jun $14203 $136.15 $169.75
Jul $15057 $140.14 $149.10
Aug $20366 $15097 $156.10
Sep $26242 $16955 $173.60
Oct $19441 $16095 $14595
Nov $28423 $14342 $336.00
Dec $331.85 §$14545 $175.70

Total $2,319.93 $1,661.69 $2,177.35

“ALHPA ESTIMATED AT $220

TELEC Consulting Resources, Inc. TIMES7KE WK4







TRAFFIC STUDY

Company: Kennebec Telephone Company
Study Year 1997
Date Printed 04/18/98

FACTORS IS ‘S-RA ST-ER ST-RA LOCAL
DEM 0.243699 0.006134 0263019 0487148
SPF 0.250000 0.005697 0.244303 05

CONVERSATION MINUTES 0.475184
CONVERSATION MINUTE MILES  0.475184
HOST REMOTE 0.482562

0.011960 0.512856 X
0011960 0.512856 X
0.001555 0515883 X

X
X
WEIGHTED DEM 0.731097 X 0.00271 0.116193 0.150000
X
X
X



TRAFFIC STUDY

Company: Kennebec Telephone Company
Study Year 1997
Date Printed. 04/18/98

SLU DEVELOPMENT (Minutes of use)

TOTAL
IS-ER IS-RA ST-RA EXCHANGE TOTAL TOLL
FGC&D 1,666,767 2,347 2,419,340 5,078,408 9,230,803
FGA, I'GB, & INT80 871,398 0 322,575 0 1,193,973
SLU MOU 2,538,165 2,347 2,741,915 5,078,408 10,424,776 5,346,368
SLU 0243474 0.000225 0263019 0.487148 1.000000




TRAFFIC STUDY

Company. Kenncbec Telephone Company
Study Year 1997

SPF DEVELOPMENT

FROZEN SUBSCRIBER PLANT FACTOR (SPF) 1981
Company Kennebec Telephone Company
DATE PRINTED 04/18/93

INTERSTATE 0.303404
INTRASTATE 0.250000

TOLL 0553404
LOCAL 0.446596

PHASED INTERSTATE SUBSCRIBER PLANT FACTOR (SPF) TO 25%
PART 36154 INTERSTA  LOCAL
FROZEN X + SPF SPF

1986 0303404 0875000 0.031250 0.296729
1987 0.303404 0.750000 0.290053 0.459947
1983 0303404 0.625000 0.283378 0.466622
1989 0.303404 500000 0276702 0473298
1990 0.303404 0.375000 0.270027 0479973
1991 0303404 0250000 0263351 0.486649
1992 0.303404 0.125000 0.218750 0.256676 0493324
1993 AND AFTER 0.250000 0500000

SINCE THE INTRASTATE TOLL SPF IS FROZEN BASED ON 1981
THE SHIFT IS TO OR FROM LOCAL

FROZEN
STATE

SLUMIN % TOTAL SPF
63941 0.022788 0.005697
2741915 0977212 0.244303

2805856  1.000000




TRAFFIC STUDY

Company: Kennebec Telephone Company
Study Year 997
Date Printed 04/18/98

PHASED DEM FACTORS PART 36.125 (1)
INTERSTATE

0243609

WIEGHTING FACTOR

LDI DEM 0731097

INTRASTATE
WEIGHT UNADJ ADJ WEIGHTED
FACTOR DEM FACTOR DEM
0006134 2000000 0012268 0022790 0002710
0263019 2000000 0526038 09077210 0116193
0269153 0538306 1000000 0 118903

TOTAL INTERSTATE 0731097
TOTAL LDS ER 02710
TOTAL LDSR 0116193

TOTAL WEIGHTED DEM 0 850000

WEIGHTED DEM FOR COST STUDY

TOTAL INTERSTATE 0.731097
TOTAL LDS ER 0002710
TOTAL LDS R+ 0116193
LOCAL 0.150000

TOTAL 1.000000
* 85% maximum intrastate plus interstate




TRAFFIC STUDY

Company: Kennebec Telephone Company

Study Year 1997
Date Printed 04/18/98

CM STUDY FACTORS

SLU TOLL MINUTES

CM FACTOR

CMM STUDY FACTORS
SLU TOLL MINUTES
AVERAGE ROUTE MILES
MINUTE MILES

CMM FACTOR

IS-ER
2,540,512

0475184

LDIER
2,540.512
6.00
15,243,072
0475184

ST-ER ST-RA

TOTAL

63,941 2,741,915 5,346,368

0.011960 0.512856

LDSER LDSRA

1.000000

TOTAL

63,941 2741915 5346,368

6.00 6.00

383,646 16,451,490 32,078,208

0.011960 0.512856

1.000000




TRAFFIC STUDY
Company: Kennebec Telephone Company
Study Year 1997
Date Printed 04/18/98

HOST REMOTE STUDY FACTOR  (MOUM)

IS ST-ER ST-RA TOTAL
SLU TOLL MINUTES 1,478,871 4,766 1,580,989 3.064,626

HOST REMOTE FACTOR 0.482562 0.001555 0515883 1.000000
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WED  THUR R SUN  STUDY
SOURCE TOTAL TOTA TOTAL TOTAL TOTAL
03 TOTAL 65 I ) 83 6%
004 TOTAL 67 1689 1.308! 11970
ORIG_80 009 TOTAL 53¢ |6k 243 3080
ORIG EAS USE 0 0
LOCAL ORIG (140, 002 TOTAL 6 1380] 11664
LOCAL ORIG (
LOCAL ORIG (anoncmat
LOCAL ORIG (Tone
LOCAL ORIG (911
TOTAL ORIG USE
TOLL COmP

TAL TERM USE

Presno

TSPS USE 063 TOTAL
U 064 TOTAL

ORIG EAS USE

LOCAL ORIG (140 062 TOTAL

LOCAL ORIG (intermet 046 TOTAL

LOCAL ORIG (anoncmni

LOCAL ORIG (Tone

TOTAL ORIG USE

TERM EAS USE
VERIFICATION

PEG COUNT
PERMANENT SIGNAL
ABANDON PAR DIAL I
FALSE STARTS i 1,129 698
1 | 7628 52744
6857 48387

ennet MINUTES
TOTAL OFFICE USE [10+15) 6

TOTAL TOLL USE (1924301101356

TOTAL LOCAL USE 4 b

% toll of tota & 7437570 456954 0 528955 0
% exch of total 04161 2562510 543046 0 471045 |0

Presh MINUTES

TOTAL OFFICE USE 26638

TOTAL TOLL USE 1 I [) 14 383

TOTAL L USE 0 7 12 245

% tol of tota 510/0 & 0.500557 0

5 ta ] 0 049544370 45961210 490726

TOTAL COMPANY MINUT
TOTAL OFFICE USE 46970 39732 29375 31974
ITOTAL TOLL USE 6 ? 2 24038] 19098] 15712 16293]
TAL LOCAL USE 1 15073 22932 20637 13663 15681
510 540565 0 & 051177310 480590 534877 0 509570 |

310 458431 910 488227 0 519405 0 4651230 4904300 485978







LOOP WORKSHEET

Company K bec Telep

YEAR 1997

PERIOD  1/1/97 - 12/31/97

MESSAGE TELEPHONE LOOPS
1 Customer service loops
2 Company official loops
3 Concession service loops
4 Coin telephone (public) loops
5 Fixed mobile/BETRS/RRS service loops
6 All other joint message service loops **
7 Total service loops (1 thru 6)
8 Cost study loops (total less official)
LOOPS OTHER
9 Local exchange private line loops
10 State private line loops
11 Interstate private line loops
12 WATS/800 service loops
13 FX loops - closed end only
14 Limited pay toll stations
Dedicated level 8/other toll message
service
GRAND TOTAL

15 Total all loops

04/24/98 02:15 PM TELEC Consulting Resources, Inc LOOPS . WK4







CIRCUIT TERMINATIONS AND MILES

Company Kennebec Telephone Company
Study Date  1/1/97 - 12/31/97
Total Joint Intrastate
Company Message Interstate InterLata IntraLata
CKT Terms 100 85 6 9

CKT Miles 17.926 4513 12,806 607

04/24/98 TELEC Consulting Resources, Inc STDY_SUP.WK4







Kennebec Telephone Co
1997 Cost study

LOCAL EU BILLING DEVELOPMENT
BILLING EXCLUDING ACCESS LINE 55

5001.000 LOCAL SERVICE REV
OPTIONAL SERVICES

INTERSTATE TOLL REVENUE
INTRASTATE INTER-LATA TOLL REV
INTRASTATE INTRA-LATA TOLL REV
INTRASTATE INTRA-LATA PRIVATE LINE

TOTAL REV

South Dakota PUC Cost Study Sheet ‘G’ Lines 35,

$198,696.00

$0.00
$198,696.00

$86,352.00
$5,910.00
$253,432.00
$7.145.00
$352,839.00

$551,535.00

37, and 38

TELEC Consulting Resources, Inc

0.360260
0.156567
0.010716

0.459503
0.012955

1.000000

EU_BILL WK4




Company Kennebec Telephone Company
Study Year 1997

RELATIVE TOLL MESSAGES

INTERSTATE TOLL MESSAGES 66,556 0.217369
INTRASTATE INTER-LATA TOLL MESSAGES 27.072 0.088416
INTRASTATE INTRA-LATA TOLL MESSAGES 212,561 0694215

TOTAL 306.189 1.000000

South Dakota PUC Cost Study Sheet ‘G’ Line 43

RELATIVE USERS PERCENT

Split one third to each jurisdiction, interstate, intrastate and local
Per NECA cost issue 2.10 dated 5/87

South Dakota PUC Cost Study Sheet ‘G’ Line 44

CABS PERCENT

Fifty percent to state and interstate
Inter - Intra LATA split based on SLU

South Dakota PUC Cost Study Sheet ‘G’ Line 45

04/24/98 TELEC Consulting Resources, Inc STDY_SUP.WK4




KENNEBEC TELEPHONE COMPANY
ACCOUNT 6720 DIRECT ASSIGNMENT

1997 cost study

INTERSTATE INTRASTATE
TELEC 1STQTR $5,595.81 $1,640.63
TELEC 2ND QTR $6,293.40 $1,640.63
TELEC 3RD QTR $5,600.04 $1,64063
TELEC 4THQTR $5,322.83 $1,640.63
TOTAL $22,812.08 $6,562.52

South Dakota PUC cost study sheet 'V' Line 231

TELEC Consulting Resources, Inc

TOTAL
$7,236.44
$7,934.03
§7,24067
$6.963.46

$29,374 60

D ASSIGN WK4




Df The Establishment Of Switchex
(Staff BK/TS) Sanborn Teiept
g a revenue requirement that is
Local Exchange

quirement that c
ess rates for the Local inge Carner Ass:
cined LECA on February 2 98

- ==

South Dakota

Public Usiives Commision | 1 ELECOMMUNICATIONS SERVICE FILINGS

State Capitol 500 E. Capitol These are the telecommunications service filings that the Commission has received for the period of
Pirs D $7301507 04/24/98 through 04/30/98
hone: (605) 773-3705

E el I you need a complete copy of a filing faxed, overnight expressed, or mailed to you, please contact Delaine Kolbo within five days of this filing
Fax: (605) 773-380

DOCKET

DocHEY TITLE/STAFF/SYNOPSIS erD [ et

REQUEST FOR CERTIFICATE OF AUTHORTIY

Apphication by NXLD Company for a Certificate of Authonty to operate as a telecommunications company within the
proposes to provide r intrastate interexchange

Is within the state Subject to demand and overall economic

state of South Dak (Statf. TS/CH) NXLD
telecommunications services to and from all po

circumstances. NXLD may subsequently offer additonal services

Application by Elias Ventures. Inc d/b/a American Freeway100 for a Certificate of Authority to

any within the state of South Dakota (Staff TS/CH)
nd to!

operate as a
American Freeway 100 cffers direct
free number service. travel card and prepaid calling card services

NONCOMPETITIVE TELECOMMUNICATIONS FILINGS
f The Estabuishment Of Sw rastate Telephone C
HB/KC) Intrastate Telephone Company filed a switched access cost study developing a revenue require
included in the revenue requirem d to determine the switched access rates for the Local Exc
LECA) Intrastate Telephone Company joined LECA on March 3

ed Access Revenue Requirement F

r Of The Establishment Of Switched Access Revent
K/KC) Statetine Telecom: ns, Inc filed a swi u I a revenue
t that is included in the revenue requirement used to deterr L
Carrier Assocation (LECA) Stateline

e Requireme unications

ping a
switched access rates for the Lo
T oh ompany joined LECA




n The Matter Of The Establishment Of Switched Access Rates For The Local Exchange Carrier Assocation (LECA

Staff HB/KC) On behalf of its member companies. LECA submitted revised tanff pages impl ementing th
revenue requirement that was filed by each member company

In The Matter Of The Establishment Of Switched Access Revenue Requirem or James
Telephone Company and Accent Communications. Inc  (Staff TS/KC) James V Cooperat;

Company and Accent Communications, inc. filed a switched access cost study deve! arevenue uirement

s included In the revenue requirement used to determine the switched access rates for ¢ ocal Exchange Carner
Assocation (LECA) Accent Communications. Inc joined L March 10

randburg Telephone
study developing a revenue

ed access rates for the Local

In The Matter Of The Establishment Of Switched Access Revenue Requiren
Co (Staff HB/KC) Stockholm-Strandburg Telephone Co filed a swits
equirement that is included in the revenue require:

Exchange Carner Assocatio

In The Matter Of The Establishment Of Switched Access Revenue R nty Telephone
Cooperative Association and RC Communications Inc  (Statf BK/KC

Associaton and RC Commun ns, Inc filed a switched access ©

1S inCiuded in the revenue requirement used (o determine the swi

Assocation (LECA) RC Communications. Inc_joined LECA on Apri 1998

FORMAL COMPLAINT FILED

e 3 M
heard from it The February biling from AT&T was st
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T C IO 5

CONSULTING 909 961h Street, Sute 203
RESOURCES Omata, NE 681142508
(402) 39 0062

FAX (402) 396-0065

Cornhusker Plaza

301 South 13th Street, Sutte 401

Lincoin, NE 68508

(402) 4414315

FAX (402) 4414317

May 26, 1998

RECEIVED
Mr. William Bullard Ir

Executive Director MAY 7 7 1998

South Dakota PUC SOUTH

Pierre. SD 57501-5070
Dear Bill
Please find enclosed a revised Kennebee Telephone Company 1997 intrastate switched access cost

development package and Kennebec's individual switched access rates developed in accordance
with South Dakota Switched Access Rules 20:10:27.28.29. This revised cost study replaces the

study filed on April 24, 1998. This update is the result of adjustment to traffic factors. A revised
attachment A is provided in lieu of tanfl sheets

If you have any questions concerning this matier Please call on (402) 398-0062

70
2 (/r,/d_

TELEC Consulting Resources. Inc




ATTACHMENT A
Revised 52698
TARIFF SHEET

Company does not currently have its own ta or switched access
e Nation xchange Carriers Association (NECA) tanff for
ee Carrier Association (LECA) tanifT for the state

Kennebee Telep
services. Kenne

the interstate jurisdict

has adopted
m and Local Exchan;
jurisdicts
ennebec were 1o develop and adopt a switched access tanfl using its own revenue
x PUC program, the resulting rates would be as follows:

asd
Switched Access Rates per minute (RPM)

Camner

Common

Originating RPM $0.0112

Termin RPM S0.049872 $0.016031

Note (1) - Same rates for all Feature Group

By /(j’/,'/:_ /.'(f_;‘,;z —

TELEC Consulting Resource. Inc

For: Kennebec Telephone Company




INTERSTATE SWITCHED ACCESS CHARGE RATE DEVELOPMENT

DATE 05/26/98
COMPANY KENNEBEC TELEPHONE COMPANY
YEAR 1997

Revenue Orginating | Terminating Total Orginating | Term nating

| . Requirement MOU | MOU = MOU  Rate | Rate |
1| Carrier Common Line . $101,416| 1448638 1,012,980 2,461,618 $0.035134| $0.049872
2| Local Switching * | $32767 1466556 1,012980 24/9,536, $0.011270, $0.016031
3| Local Transport $50,417| 1,466,556, 1,012,980 2,479,536, $0.020333| $0.020333
4 Total $184,600 1 $0.066737 | $0.086237

* INCLUDING INFORMATION ELEMENT REVENUE REQUIREMENT

RATEDVL2 WK4 TELEC Consulting Resources, Inc 05/26/98







TRAFFIC STUDY

Company: Kennebec Telephone Company
Study Year: 1997
Date Printed: 05/22/98

FACTORS 1S IS-RA ST-ER ST-RA LOCAL
DEM 0.260133 0.006547 0.247342 0.485978
SPF 0.250000 0.006447 0.243553 0.500000
WEIGHTED DEM 0.780399 0.001795 0.067806 0.150000
CONVERSATION MINUTES 0.506073 0.012737 0.481190 X
CONVERSATION MINUTE MILES  0.506073 0.012737 0.481190 X
HOST REMOTE 0.482562 0.001555 0.515883 X




TRAFFIC STUDY

Company: Kennebec Telephone Company
Study Year.
Date Printed 05/22/98

Unwieghted DEM [SLU] DEVELOPMENT (Minutes of use)

IS-ER IS-RA ST-ER ST-RA EXCHANGE TOTAL
FGU&D 1,783,441 2512 68,417 2,239,632 5,078,403 9,172,305
FGA, FGB, & INT80 932,396 0 0 345,155 0 1,277,551
SLU MOU 2,715,837 2,512 68,417 2,584 687 5,078,403 10,449,856
SLU 0259893 0.000240 0.006547 0247342 0485978 1.000000




TRAFFIC STUDY
Company: Kennebec Telephone Company
Study Year 1997
SPF DEVELOPMENT
FROZEN SUBSCRIBER PLANT FACTOR (SPF) 1981
Company Kennebec Telephone Company

DATE PRINTED 05/22/98

INTERSTATE 0.303404
INTRASTATE 0.250000

TOLL 0.553404
LOCAL 0.446596

PHASED INTERSTATE SUBSCRIBER PLANT FACTOR (SPF) TO 25%

PART 36.154 INTERSTA LOCAL
FROZEN X +

1986 0.303404 0875000 0.031250

1987 0.303404 0750000 0.062500 0459947
1988 0303404 0625000 0.093750 0283378 0466622
1989 0303404 0500000 0.125000 0276702 0473298
1990 0303404 0375000 0.156250 0270027 0.479973
1991 0.303404 0.250000 0.187500 0.263351 0486649
1992 0303404 0.125000 0218750 0256676 0.493324
1993 AND AFTER 0.250000 0500000

5
6
8
9
0

SINCE THE INTRASTATE TOLL SPF IS FROZEN BASED ON 1981
THE SHIFT IS TO OR FROM LOCAL
FROZEN
STATE

SLUMIN % TOTAL SPF
68417 0025788 0.006447
2584687 0974212 0.243553

2653104 1.000000 0.250000




TRAFFIC STUDY

Company Kennebec Telophone
1997

Study Year
Date Printeq

PHASED DEM FACTORS
INTERSTATE

INTERSTATE

UNWIEGHTED
EM
0259893
0000240
0260133

G FACTOR

LD/ DEM

NTRASTATE

ER

0253889

TOTAL INTERSTATE
OTAL LDS ER
TOTAL LDS RA

TAL WEIGHTED pEp

M FOR CcosT
RSTATE

STupy

* Maximum intrastate piys interstate

WEIGHT
FACTOR
2000000
2000000

PART 36 125 ¢

0.780399
0001795
0.067806

0.850000
0.780399

0.001795
0067806

0.150000

WEIGHTED




TRAFFIC STUDY

Company. Kennebec Telephone Company

Study Year 1997
Date Printed 05/22/98

CM STUDY FACTORS

SLU TOLL MINUTES

CM FACTOR

CMM STUDY FACTORS
SLU TOLL MINUTES
AVERAGE ROUTE MILES
MINUTE MILES

CMM FACTOR

IS-ER
2,718,349

0.506073

LDIER
2,718,349
6.00
16,310,094
0.506073

ST-ER ST-RA

TOTAL

68,417 2,584,687 5,371,453

0.012737 0.481190

LDSER LDSRA

1.000000

TOTAL

68,417 2,584,687 5,371,453

6.00 6.00

410,502 15,508,122 32,228,718

0.012737 0.481190

1.000000




TRAFFIC STUDY
Company: Kennebec Telephone Company
Study Year 1997
Date Printed 05/22/98

HOST REMOTE STUDY FACTOR (MG 'M)

IS ST-ER ST-RA TOTAL
SLU TOLL MINUTES 1,478,871 4,766 1,580,989 3,064,626

HOST REMOTE FACTOR 0.482562 0.001555 0515883 1.000000
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sage Data

LOCAL ORIG (ano.
LOCAL ORIG (Tone
LOCAL ORIG (911
TOTAL ORIG L
TOLL COMP
TERM EAS USE
VERIFICATION
TERM (A0,
TERM USE

AL ORIG (Interne!
OCAL ORIG {anoncm
YCAL ORIG (T
OTAL ORIG USE

TOTAL OFFICE
TOTAL TOLL US

TAL LOCAL

OFFICE |
TOLL US

SOURCE
003 TOTAL
004 TOTAL
009 TOTAL

002 7O
026 Total
001 Tota
100 Tota
0524054 TOT
{1 THRU §
+0

STUDY

TOTAL

18793
39783

406
2699
6950

52744

48387

104343
53,060
51283
0508515
0491485
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Capited Office
Telephone (6057733201
FAX (605)773. 3809

Laska Schocafeider
Comprasss er
William Bullard o
Executive Duector

Edward R Anderson
Harlan fest
C

South Dakota
I’uhlw Utilities Commission

State Capitol E % East Capitol Avenue, Prerre. South Dakota 57501

May 29, 1998

Karen E. Cremer

Commission Staff Attorney

South Dakota Public Utilities Commission
500 E. Capitol Ave

Pierre, SD 57501

RE: Docket TC98-082

Dear Ms. Cremer

Please provide a copy of all data req st d by C 1 Staff to any
party or interested entity in Docket TC98-082 and any corresponding data
responses remitted to Commission Staff to myself at the above address.

If you have any questions, please contact me

Sincerely

e st

Dave Jacobson

cc: Ron Phillips




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE ESTABLISHMENT ORDER ASSESSING FILING
OF SWITCHED ACCESS REVENUE

REQUIREMENT FOR KENNEBEC TELEPHONE TC98-082
COMPANY

On April 29, 1998, Kennebec Telephone Company (Kennebec) filed for approval
by the Public Utilities Commission (Commission) its 1997 Intrastate Switched Access Cost
Study. Kennebec filed revisions to its Cost Study on May 27, 1998

On April 30, 1998, the Commission electronically transmitted notice of the filing and
the intervention deadline of May 15, 1998, to interested individua's and entities.

SDCL 49-31-12 6 authorizes 1he Commission to require a deposit of up to one
hundred thousand dollars ($100,000) in the South Dakota Public Utilities Coinmission's
(SDPUC) regulatory assessment fee fund to defray Commission expenses incident to
analyzing and ruling upon this type of filing

The Commission has junsdiction over this matter pursuant to SDCL 1-26-17 .1, 49-
1A-9, 49-31-126, 49-31-18, 49-31-19 and ARSD 20:10.01 15.02, 20.10:01:15.05
20:10:27:07 and 20:10:27.08

On May 28, 1998, at its regularly scheduled meeting, the Commission, pursuant to
SDCL 48-31-12 6, unanimously voted to assess Kennebec a $3,000 filing fee, subject to
additional amounts as requested by the Executive Director up to the statutory limit of
$100.000 It is therefore

ORDERED that Kennebec shall deposit an initial assessment of $3,000 in the
SDPUC regulatory assessment fee fund and shall deposit any additional amounts as
requested by the Executive Director up to the statutory limit of $100,000

Dated at Pierre, South Dakota, this % day of June, 1998

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION

The undersigned hereby certfies that ths
74
: /Jj (Ll

JAMES A BURG, Chéirman i

prepad theregn

0./ 5k | ~/ e
By LCLLAL L : ,’,L“"‘ \ .'_<.€"’\~

i ¢ . 7z PAM NELSON, Commissioner

270 A Lpn s K Ny
LASKA SCHOENFELDER, Commissioner




MEMORANDUM TO COMMISSIONERS BURG, NELSON AND SCHOENFELDER
FROM Harlan Best

RE Kennebec Telephone Company, Kennebec, SD
Switched Access Revenue Requirement, TC98-082

DATE August 31. 1998

Kennebec Telephone Company (Kennebec) filed an Intrastate Switched Access Cost Study
pursuant to the administrative rules on Apnil 29, 1998, based on the twelve months ended
December 31, 1997 The cost study submitted by Kennebec developed a revenue requirement of
$203,860 Kennebec Telephone Company purchased the Presho exchange from U S WEST
Communications on June 22, 1996 Kennebec's minutes of use for 1997 was 2,479,536
Kennebec is a member of the Local Exchange Carmier Association (LECA)  As a member of
LECA, Kennebec's revenue requirement and minutes of use are part of the total revenue
requirement and total minutes of use vsed in the determination of the Carrier Common Line,
Local Switching, and Common Transport rate elements for LECA

On April 30, 1998, the C electrenically tr d notice of the filing and the
intervention deadline of May 15, 1998, to interested individuals and entities No interventions
were received by the Commission

On June 11, 1998, the Commission ordered Kennebec to deposit an initial assessment of $3,000 in
the SDPUC regulatory fee fund and to deposit any additional amounts as required by the
executive director  (Sue Cichos should be contacted with any questions regarding the
assessments )

During Staff's review of the traffic factors submitted in the Kennebec cost study it was determined
that the switched access minutes of use had not been converted to toll minutes  Kennebec
submitted a revised switched access cost study on May 27, 1998, to include the toll minutes of
use when determining the traffic factors. This revised cost study reduced the revenue requirement
by $19,260. 10 $184,600 This revised cost study did not update the allocation factors used for
Relative Users Percentage or CABS Percentage on Sheet G, Lines 44 and 45. These two lines
are based on Subscriber Line Usage percentages which was changed when the cost study was
corrected for the switched access minutes to toll minutes conversion When these lines are
updated, the revenue requirement is increased to $184,618

Staff data requests were responded to by Kennebec in a imely manner and all information was
submitted under oath Staff conducted an on-site visit to the headquarters of Kennebec on July
17,1998 Staff reviewed auditor reports for 1996 and 1997, supporting documentation for
adjustments that were proposed by Kennebec in the cost study, long term debt, the 1997 general
ledger, depreciation rates, minutes of use, and traffic factor support

Staff has reviewed Kennebec's cost study filing and all of the data responses submitted by




Kennebec and would recommend that the revenue requirement for Kennebec be adjusted for the
following items

I

Reviewing the minutes of use for 1997 indicated the month of March minutes were not as
high as February's and Apnil's minutes It was determined that U S WEST intrastate
minutes had not been included  This increases the minutes of use by 62,270, to 2,541,806
Adjusting the traffic factors to include the March U S WEST minutes, increases the

quirement to S188.416

latory Fee and the Telecommunications Relay Service Fee expense should

be directly assigned to interstate/other. Kennebec would have these expenses allocated to

ate junsdiction  This reduces the revenue requirement to S188 358

d also recommend that contributions/donations be removed from the cost study,
this would further reduce the revenue requirement to S188,317
Kennebec also included cellular expenses of $824, excluding these expenses would reduce
the revenue requirement to S188,015
Duning Staff's review of the nonregulated adjustment proposed by Kennebec it was found
that the adjustment excluded building space that in fact should not have been excluded
When this adjustment is corrected, the revenue requirement increases to S188,557

If the above recomme ions are accepted by the Commissioners the cost study revenue
requirement is reduced by $15.303, to S188.557 Kenncbec has agreed 10 Staff's
recommendations

Respectively subn Harlan Best  / zl//é /.)(J

cc Delores Johnstone, Manager Kennebec Telephone Company
Ron Phillips, Telec Consulting Resources




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE ESTABLISHMENT ) ORDER APPROVING
OF SWITCHED ACCESS REVENUE ) REVENUE REQUIREMENT
REQUIREMENT FOR KENNEBEC TELEPHONE )
COMPANY ) TC98-082

On April 29, 1998, Kennebec Telephone Company (Kennebec) filed for approval
by the Public Utilities Commission (Commission) its 1997 Intrastate Switched Access Cost
Study. On May 27, 1998, Kennebec filed its revised Cost Study

On Apni 30. 1998, the Commission electronically transmitted notice of the filing and
the intervention deadiine of May 15, 1998, to interested individuals and entities. On May
28, 1998 the Commission voted to assess a $3.000 filing fee Staff filed a memorandum
on August 31, 1598, with the concurrence of the company. setting forth a recommended
revenue requirement and minutes of use  The Commission considered this matter at its
October 15, 1998 meeting

The Commission has jurisdiction over this matter pursuant to SDCL 1-26-17 1, 49-
1A-9, 49-31-124, 49-31-126, 4S-31-18  49-31-19 and ARSD 2010011502
20:10:01:15.05, 2010:27:07 and 2010.27:.08. Upon review of Kennebec's filing, the
Commission found that the revenue requirement and minutes of use as depicted in Staff's
memorandum was fair and reasonable and should be approved As the Commission's final
decision in this matter, it is therefore

ORDERED that Kennebec's revenue requirement and minutes of use are hereby
approved as revised and shall be incorporated in the Local Exchange Carriers
Association's determination of switched access rates. (See TC98-090 )

Dated at Pierre, South Dakota, this 74 Z- day of October, 1998

I
CERTIFICATE OF SERVICE | BY ORDER OF THE COMMISSION

The undersgned hereby centfies that this
document has been served today upon ai partes of

i e nd S G e AN A
el b b o e JAMES A BURG, €hairman

PAM NELSON, Commissioner

Vi (i o A AN

LASKA SCHOENFELDER, Commissioner




	Auto-Scan1138
	Auto-Scan1139
	Auto-Scan1140
	Auto-Scan1141
	Auto-Scan1142
	Auto-Scan1143
	Auto-Scan1144
	Auto-Scan1145
	Auto-Scan1146
	Auto-Scan1147
	Auto-Scan1148
	Auto-Scan1149
	Auto-Scan1150
	Auto-Scan1151
	Auto-Scan1152
	Auto-Scan1153
	Auto-Scan1154
	Auto-Scan1155
	Auto-Scan1156
	Auto-Scan1157
	Auto-Scan1158
	Auto-Scan1159
	Auto-Scan1160
	Auto-Scan1161
	Auto-Scan1162
	Auto-Scan1163
	Auto-Scan1164
	Auto-Scan1165
	Auto-Scan1166
	Auto-Scan1167
	Auto-Scan1168
	Auto-Scan1169
	Auto-Scan1170
	Auto-Scan1171
	Auto-Scan1172
	Auto-Scan1173
	Auto-Scan1174
	Auto-Scan1175
	Auto-Scan1176
	Auto-Scan1177
	Auto-Scan1178
	Auto-Scan1179
	Auto-Scan1180
	Auto-Scan1181
	Auto-Scan1182
	Auto-Scan1183
	Auto-Scan1184
	Auto-Scan1185
	Auto-Scan1186
	Auto-Scan1187
	Auto-Scan1188
	Auto-Scan1189
	Auto-Scan1190
	Auto-Scan1191
	Auto-Scan1192
	Auto-Scan1193
	Auto-Scan1194
	Auto-Scan1195
	Auto-Scan1196
	Auto-Scan1197
	Auto-Scan1198
	Auto-Scan1199
	Auto-Scan1200
	Auto-Scan1201
	Auto-Scan1202
	Auto-Scan1203
	Auto-Scan1204
	Auto-Scan1205
	Auto-Scan1206
	Auto-Scan1207
	Auto-Scan1208
	Auto-Scan1209
	Auto-Scan1210
	Auto-Scan1211
	Auto-Scan1212
	Auto-Scan1213
	Auto-Scan1214
	Auto-Scan1215
	Auto-Scan1216
	Auto-Scan1217
	Auto-Scan1218
	Auto-Scan1219
	Auto-Scan1220
	Auto-Scan1221
	Auto-Scan1222
	Auto-Scan1223
	Auto-Scan1224
	Auto-Scan1225
	Auto-Scan1226
	Auto-Scan1227
	Auto-Scan1228
	Auto-Scan1229
	Auto-Scan1230
	Auto-Scan1231
	Auto-Scan1232
	Auto-Scan1233
	Auto-Scan1234
	Auto-Scan1235
	Auto-Scan1236
	Auto-Scan1237
	Auto-Scan1238
	Auto-Scan1239
	Auto-Scan1240
	Auto-Scan1241
	Auto-Scan1242
	Auto-Scan1243
	Auto-Scan1244
	Auto-Scan1245
	Auto-Scan1246
	Auto-Scan1247
	Auto-Scan1248
	Auto-Scan1249
	Auto-Scan1250
	Auto-Scan1251
	Auto-Scan1252
	Auto-Scan1253
	Auto-Scan1254
	Auto-Scan1255
	Auto-Scan1256
	Auto-Scan1257
	Auto-Scan1258
	Auto-Scan1259
	Auto-Scan1260
	Auto-Scan1261
	Auto-Scan1262
	Auto-Scan1263
	Auto-Scan1264
	Auto-Scan1265
	Auto-Scan1266
	Auto-Scan1267
	Auto-Scan1268
	Auto-Scan1269
	Auto-Scan1270
	Auto-Scan1271
	Auto-Scan1272
	Auto-Scan1273
	Auto-Scan1274
	Auto-Scan1275
	Auto-Scan1276
	Auto-Scan1277
	Auto-Scan1278
	Auto-Scan1279
	Auto-Scan1280
	Auto-Scan1281
	Auto-Scan1282
	Auto-Scan1283
	Auto-Scan1284
	Auto-Scan1285
	Auto-Scan1286
	Auto-Scan1287
	Auto-Scan1288
	Auto-Scan1289
	Auto-Scan1290
	Auto-Scan1291
	Auto-Scan1292
	Auto-Scan1293
	Auto-Scan1294
	Auto-Scan1295
	Auto-Scan1296
	Auto-Scan1297
	Auto-Scan1298
	Auto-Scan1299
	Auto-Scan1300
	Auto-Scan1301
	Auto-Scan1302
	Auto-Scan1303
	Auto-Scan1304
	Auto-Scan1305
	Auto-Scan1306
	Auto-Scan1307
	Auto-Scan1308
	Auto-Scan1309
	Auto-Scan1310
	Auto-Scan1311
	Auto-Scan1312
	Auto-Scan1313
	Auto-Scan1314
	Auto-Scan1315
	Auto-Scan1316
	Auto-Scan1317
	Auto-Scan1318
	Auto-Scan1319
	Auto-Scan1320
	Auto-Scan1321
	Auto-Scan1322
	Auto-Scan1323
	Auto-Scan1324
	Auto-Scan1325
	Auto-Scan1326
	Auto-Scan1327
	Auto-Scan1328
	Auto-Scan1329
	Auto-Scan1330
	Auto-Scan1331
	Auto-Scan1332
	Auto-Scan1333
	Auto-Scan1334
	Auto-Scan1335
	Auto-Scan1336
	Auto-Scan1337
	Auto-Scan1338

