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SUBJECT:
Staff’s Recommendation concerning application for approval of stock purchase. 

DATE:

August 23, 2004
On March 9, 2004, Northwest Missouri Holdings, Inc. (Northwest Missouri) and Oregon Farmers Mutual Telephone Company (Oregon Farmers) (collectively the Applicants) filed an Application pursuant to Sections 392.300, RSMo 2000, 4 CSR 240-2.060 and 4 CSR 240-3.535 seeking an Order authorizing Northwest Missouri and Oregon Farmers to perform in accordance with the terms of a Stock Purchase Agreement which will result in the acquisition by Northwest Missouri of all of the capital stock of Oregon Farmers.  The application was docketed as Case No. IM-2004-0461.

The Applicants filed a Supplemental Application (Supplemental) on April 12, 2004.  Specifically, the Supplemental states: “In order to facilitate the purchase, Northwest Missouri proposes to borrow certain sums, not to exceed $7,388,889, from the Rural Telephone Financing Cooperative (RTFC).”  The Supplemental further requests the Commission to authorize Oregon Farmers to execute and deliver to the Rural Telephone Financing Cooperative a Deed of Trust, Security Agreement and Financing Statement (RTFC Loan) in order for Northwest Missouri to finance the purchase of Oregon Farmers.

On August 13, 2004, the Commission ordered the parties to this proceeding to provide more information concerning Northwest Missouri Holdings and its principals owners. 

1.  What other companies does Northwest Missouri own?  

Northwest Missouri does not currently own or operate any other companies. Northwest Missouri was formed for the express purpose of acquiring all of the currently issued and outstanding common stock of Oregon Farmers and its non-regulated subsidiaries (cellular and cable television).  

American Broadband Communications, Inc. (ABC), a North Carolina company, which currently owns 100% of Northwest Missouri, is in the primary business of acquiring small, generally family-owned, local exchange carriers.  ABC maintains local management and employees.  Simultaneously with the closing of the Stock Purchase Agreement between Northwest Missouri and Oregon Farmers, Signal Equity Partners
 will acquire a 51% interest in Northwest Missouri.

ABC has a 40% interest in American Georgetown, Inc., which in turn, owns 100% of Georgetown Telephone Company (Georgetown Telephone) headquartered in Georgetown, Mississippi.  Georgetown Telephone is a small Incumbent Local Exchange Company (ILEC) that consists of one exchange that serves approximately 300 residential and 28 business customers. Signal Equity Partners, II L.P. owns the remaining 60% of American Georgetown.

Mr. Patrick Eudy, President of ABC, currently owns 60% of Dialog Telecommunications, a Competitive Local Exchange Carrier (CLEC) operating in Kentucky, Mississippi and North Carolina.  Dialog Telecommunications provides basic local voice-grade on either a resale or UNE-platform basis to business and residential customers.  Dialog Telecommunications also provides exchange access on a 1+ basis while IntraLATA toll and long-distance is provided on a resale basis.

2.  Where are they located and what business do they do?

Northwest Missouri is a Delaware corporation located in Charlotte, North Carolina and was created for the express purpose of acquiring all of the currently issued and outstanding common stock of Oregon Farmers and its non-regulated subsidiaries (cellular and cable television). The answer to Question No. 1. will provide additional details regarding the ownership of Northwest Missouri. 

3.  What is there track record at these locations?
David Winter contacted the Mississippi Public Service Commission regarding Georgetown Telephone and Dialog Telecommunications.  In addition, he inquired to the Kentucky and North Carolina Public Service Commissions concerning Dialog Telecommunications.  In all cases, the aforementioned companies are in good standing with no quality of service issues to date.  Per Dialog Telecommunications’ Kentucky Public Service Commission’s Utility Financial Report for the period starting January 1, 2003, Dialog Telecommunications had 9,084 access lines in Kentucky, 343 access lines in North Carolina and 287 in Mississippi.

4.  Do they have a record of scrupulous compliance with other regulatory, state and federal, and with the law?

In Staff Data Information Request No. 19, Staff requested what due diligence Oregon Farmers did in relationship to American Broadband in connection with the proposed transaction.  In response, Oregon Farmers stated that:

Oregon Farmers has known one of the principals of American Broadband through intermittent business relationships and industry activities for nearly a decade. Oregon Farmers interviewed past business associates of the other principal of American Broadband who were familiar with American Broadband’s plans and prospects. In addition, Oregon Farmers reviewed the business plan of American Broadband and spoke with and did background research on Signal Equity.

On further inquiry by the Staff, Oregon Farmers stated:

Robert Williams research on Signal Equity was limited to a review of the information on their website. Signal Equity has a valid Small Business Investment Company (“SBIC”) license issued by the Small Business Administration of the U.S. Department of Commerce. The criteria to obtain this license is rigorous and includes a background check, conducted by the Federal Bureau of Investigation, on all the principals of the organization.

Additionally, in Staff Data Information Request No. 20, the Staff enquired as to whether any of the purchasers of Oregon Farmers either personally or in terms of business entity been indicted, charged or convicted in any Federal or State felony proceedings.  The response given by Northwest Missouri was “No.”

5.  Who owns Northwest Missouri?
American Broadband Communications, Inc. (ABC), a North Carolina company, which currently owns 100% of Northwest Missouri, is in the primary business of acquiring small, generally family-owned, local exchange carriers.  ABC maintains local management and employees.  Simultaneously with the closing of the Stock Purchase Agreement between Northwest Missouri and Oregon Farmers, Signal Equity Partners
 will acquire a 51% interest in Northwest Missouri.  The answer to Question No. 1 will provide additional details regarding the ownership of Northwest Missouri.

 6.  Who manages Northwest Missouri?
Mr. Patrick Eudy, President of ABC will manage Northwest Missouri.  The answer to Question No. 1. will provide additional details regarding Mr. Eudy. The operations and management structure of Oregon Farmers will be unchanged after closing. Randy Williams will continue as the General Manager with responsibility for day-to-day operations. Robert Williams will continue to provide overall direction to the company and will be responsible for strategy, industry and regulatory affairs and profit and loss results.  Randy and Robert Williams will have employment contracts with Northwest Missouri with terms of ten (10) and five (5) years, respectively.

7.   What is known about these persons, their reputations and their track records?
 Attachment 1 to this recommendation provides details regarding the personnel expertise of ABC and Signal Equity Partners.

8.  What experience have they had in the telecommunications industry?
Attachment 1 to this recommendation and the answer to Question No. 6. provides the details regarding telecommunication experience of the primary individuals that will be involved in the management of Northwest Missouri.  

9.  Are they of good moral character?
As to the issue of good moral character, the evidence obtained by the Staff does not indicate that the individuals or the business entities involved in the proposed transaction have any history of violation of the law or other regulatory authority.  In addition, the Staff, in contacting other relevant regulatory commissions, did not receive any information that would indicate that the principals involved in the proposed transaction had acted in a deceptive or misleading way in their relationships with those governmental bodies.  One of the current owners of Oregon Farmers, Robert Williams, did have business relationships with Kenneth Matzdorff. These business dealings are still being examined in a separate investigation. 
� Signal Equity Partners is a private equity investment partnership focused on the communications and information technology sectors.


� Signal Equity Partners is a private equity investment partnership focused on the communications and information technology sectors per the Company’s website.





