BEFORE THE NEBRASKA PUBLI C SERVI CE COVM SSI ON

In the Matter of the Application ) Application No. C-2942
of Keystone-Arthur Tel ephone )
Conpany of Keystone, Nebraska, )
seeking to borrow fromthe United) GRANTED
States of Anerica, through the )
Rural Utility Service and Rural )

)

Tel ephone Bank. Entered: June 17, 2003

BY THE COMM SSI ON

On May 6, 2003, an application was filed by Keystone-Arthur
Tel ephone Conmpany (KATCO of Keystone, Nebraska, seeking
authority to borrow fromthe United States of Anerica, through
the Rural Uility Service (RUS), and Rural Tel ephone Bank.
Notice of the application was published in The Daily Record,
Omaha, Nebraska, on My 7, 2003. No protests were filed;
therefore, this application is processed pursuant to the
Conmmi ssion’s Rule of Mdified Procedure.

OPI NI ON A ND FI NDI NGS

Upon consideration of the application, the evidence
submtted, and being fully advised, the Conmm ssion is of the
opi ni on and fi nds:

KATCO is a Nebraska corporation, which has been issued a
certificate of convenience and necessity as a tel econmunications
common carrier by the Comm ssion and has been certificated as a
| ocal exchange carrier to offer and provide tel ecomrunications
services wthin Keith, Arthur, and MPherson Counties in
Nebr aska.

KATCO, in its application, seeks approval and authority to
borrow $2, 960,000 fromthe United States of Anerica, $1,723,050
from the Rural Tel ephone Bank, and $315,000 from the Federal
Fi nanci ng Bank. Applicant is borrowing said funds for the
pur pose of partially financing inprovenents to its operations
and tel ephone facilities. This will include the construction
and upgrading of new facilities that will be used to provi de new
and inproved services to its custoners, as evidenced by the
fol |l owi ng:

(a) Loan Contract, dated as of March 3, 2003, anong KATCO,
United States of Anerica, and Rural Telephone Bank, which
provi des for the borrowi ng of anpunts not to exceed $2, 960, 000
from the United States of Anerica, $1,723,050 from Rural
Tel ephone Bank, and $315,000 from Federal Financing Bank, as
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further explained and provided for in the Loan Contract, a true
and correct copy of which is attached hereto as Exhibit A.
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(b) Mortgage Note, dated March 3, 2003, made by KATCO to
United States of America, in the aggregate principal anount of
$2, 960, 000, a true and correct copy of which is attached hereto
as Exhibit B.

(c) Mortgage Note, dated March 3, 2003, nmade by KATCO to
Rural Tel ephone Bank in the aggregate principal anount of
$1, 723,050, a true and correct copy of which is attached hereto
as Exhibit C.

(d) Future Advance Prom ssory Note, dated March 3, 2003,
made by KATCO to the Federal Financing Bank in the aggregate
princi pal amount of $315,000, a true and correct copy of which
is attached hereto as Exhibit D.

(e) Reinbursement Note dated March 3, 2003, made by and
bet ween KATCO and the United States of Anerica, acting through
the Adm nistrator of the Rural Utilities Services, a true and
correct copy of which is attached hereto as Exhibit E.

(f) Restated Modrtgage, Security Agreenment and Financing
St atenent, dated as of March 3, 2003, nmade by and anong KATCO
United States of Anerica, and Rural Tel ephone Bank, a true and
correct copy of which is attached hereto as Exhibit F.

The borrowi ngs descri bed above constitute notes and ot her
evidence of indebtedness payable at periods of nore than 12
nonths after the date thereof, and are necessary for the
acqui sition of property, the construction, conpletion, extension
or inmprovenent of facilities, the inprovenent or maintenance of
its service, or the discharge or Ilawful refunding of its
obl i gati ons.

The di sbursenent of funds fromthe United States of America
and Rural Telephone Bank for the financing of KATCO s
i nprovenents to its operations and telephone facilities,
i ncluding the construction and upgrading of new facilities, wll
be nmade upon conpliance with the terms and conditions of the
Loan Contract.

In support of its applications, KATCO has submitted to the
Commi ssion a certified copy of its articles of incorporation and
byl aws. Further, certified copies of the resolutions of KATCO s
Board of Directors authorizing the borrowi ng have been provi ded
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to the Comm ssion.
Based upon the above information, the Conm ssion finds the

application to be in the public interest and to be reasonabl e,
for the purpose of KATCO. The application should be granted.



Application No. C-2942 Page 5

ORDER

| T 1S THEREFORE ORDERED by the Nebraska Public Service Com
m ssion that Application No. C- 2942 be, and is hereby, granted.

| T 1S FURTHER ORDERED t hat the executed docunents nenti oned
herein are authorized and approved and applicant is authorized
to deliver the follow ng executed docunents in connection with
t he borrowi ng of the aforenentioned funds, and the execution and
delivery of such docunents prior to the date of this order is
hereby authorized, approved and ratifi ed:

(a) Loan Contract, dated as of March 3, 2003, anong
KATCO, United States of Anmerica and Rural Tel ephone
Bank, which restates a | oan agreenment and provides for the
borrowi ng of additional amunts not to exceed $2, 960, 000
from United States of Anerica, $1,723,050 from Rura
Tel ephone Bank, and $315,000 as a loan from Federal
Fi nanci ng Bank, as further explained and provided for in
the Loan Contract, a true and correct copy of which is
attached hereto as Exhibit A

(b) Mortgage Note, dated March 3, 2003, made by KATCO
to United States of America in the aggregate principal
anount of $2,960,000, a true and correct copy of which is
attached hereto as Exhibit B.

(c) Mortgage Note, dated March 3, 2003, nade by KATCO
to Rural Tel ephone Bank payable in the aggregate principal
anount of $1,723,050, a true and correct copy of which is
attached hereto as Exhibit C.

(d) Future Advance Prom ssory Note, dated March 3,
2003, made payable by KATCO to Federal Financing Bank
America in the aggregate principal amunt of $315,000, a
true and correct copy of which is attached hereto as
Exhi bit D.

(e) Reinbursenment Note dated March 3, 2003, nmade
payable to United States of Anerica, acting through the
Adm ni strator of the Rural Utilities Service (RUS), a true
and correct copy of which is attached hereto as Exhibit E.
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(f) Restated Mortgage, Security Agreenent and Fi nancing
Statenent, dated as of March 3, 2003, namde by and anobng
KATCO, United States of America and Rural Tel ephone Bank, a

true and correct copy of which is attached hereto as
Exhi bit F.

| T 1S FURTHER ORDERED t hat Keyst one- Arthur Tel ephone Conpany
of Keystone, Nebraska, is authorized to use the funds to be
borrowed from United States of Anmerica, Rural Tel ephone Bank,
and Federal Financing Bank for the purposes herein above stated
and that Keystone-Arthur Tel ephone Conpany is authorized to take
all actions necessary and appropriate in connection with the ac-
conpli shment of the foregoing.

MADE AND ENTERED at Lincoln, Nebraska, this 17th day of
June, 2003.

NEBRASKA PUBLI C SERVI CE COWM SSI ON

COW SSI ONERS CONCURRI NG:

Chai r man

ATTEST:

Executive Director



