
AUG 10 '93 13:03 GALINDO AND FOX 174 P04/10

I.. ,,.

ARTICLE VII
ANNUAl, REP.,9RTS

Section L (REPORT IJ'O SI{AR.E:HOLDERS, DUE DATE. The
Board of Director~; sha11 C8URe an annual report to be tU::!Ilt to
the Shareholders .~t latAr tha.n onQ hundred twenLy (120) days
after the close oj thfll f iacal or oalendar yeeu: O::ll.lupted by the
corporation. 'l'h.i a renoJ:'t iii h ...11, be sent aL l~Qst. fifteen (15)
days before the anpl1al' meQt.in9 of Chareho!uf.:l:5 to be held
dur inq tht,~ 11ex1". fisoal! ~Qilr and in the liUUlUer specifiea ill Sec­
tion 4, of A:rHe~.tv d,f thCQ~ ny-Law. fu~· glvilHJ n0l=-ice to
Sllar~h()lu,~rs()~ 'thQ odrpor.::ltion. Thtl I1nnual report shall con­
tain a baliillc:e s;h.Qt a:c of tho end ur the fis(,:al year and an
incom(~ ~f:;lt~mt;tl'1l:. and a~tQt:.emenL or <.:hanges in tlnanclal p05ition
for 1".hf~ fiSilcal year, Q'pcompalli~ lly any report: of independent
account,<ihlJi: or, if there is nQ tiuch report, t.11e certificate of
an iHlthorized Officer of the cUJ:'poration that t:.h~ statements
WAre prepared without AudiL lL'U({1 t.he books and records of the
r.or:porat.ion.

Section 2. ~AIVJ~r<. 'L'he annual repor t: to Share­
holdOrt~ refel:'rcd l.o 11l;tb~ General 'Bueimess:", ,"...
CorpOrQ.tion r..aw iti c=xpressly dispensed with so lonq as this
cOl~pore.tion ;shall have, less than one hundred (100) sharaholrJprs.
nowever, lloLhlu\:J herein shall be interpreted as prohibiLin~ thF,ll
BO.::lrd of f)ir~... tt)c.1::I f'roin issulng annual or other periodic rel,.)o~tll

to the Shtu.:t:l.lultlers ot the corpor.ation as they consider
nppropriaLt:::.

AR'l'ICLE VI II
AMENDMEN'l'S 'ro BY-LAWS

, "._-
section 1. AMENflME'.NT 1;)"{ SlIARl.mOLDEllS. New Ry-Laws

lIIay be a(lopted or thes~ By-J~aw~ may be amended or rpljt~.:\lQd by
the VOte. or \"ri tten consent of holders of a lnajnrity of thQ
ontatandi.nq shClres entitled La vote; pr()Virll~d, how~1J...r, that
it the Arl.ielea of IncOrporati.on of t:hA cc:.'rpo4"lottior\ cot forth
the numbel: of cHlthorized DirectOl:s of t-h~ corpur.ation, the
authori.zed number of Di-rectors may hF. r.hFlulJ"e.t only by an
amendment of the Articles of Incorpnr~tion.

Suet.ion 2. rOWEHS OF nTIH:C'.l'or~S. sul.>jc(Jt to the
right of UIU Shareholdbrs 1:0 ;u'lopt, ill1\l1Ind Or l"cpcQl Dy'·Lcawl!l,
as provided 1n section~ 1 of t~hi~ Articl.Cil VILl, and the li.nlil~"':'

U,OIlS C)f. H~wl!liiLaw th5l Board of Director..,
lllay adoptt am~nd or re~eal any of t,hQSQ Uy-Lawl5 o~hur than a.
By-Law or illlluodment thEll-\=!lof i!h"11~ing th(i aut;lwrirtiad number of .
Directors. .
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Sectlon 3. RECORD orr AMENDMENTS. Whenever an amend..
mt;;nt or new ~Y-Law is .,c1l')~t.df it sho.ll be copied in the book
ol Hy-Laws Wlt~ the or~9inal By-Ldw5r in the appropriate pla~e.
If any By-Law 15 repAated, ~he facl o! repeal with the datA of
the m~etinq Got whiC!h tha repeal Walj enacted or written assp.nt
was flIed shall he lata ted in 5~lu booX.

ARTICLE IX
CORPOR-AT)!; tiEAL

'l'hiW corporate: ~t:td.l shall be circular in form. and
shall haVi? inscribed th¢H;lon the name of the corvorati.on, the
date of its incorporaLiun r and the word " HAWAII ...

ARTICLE X
MISCEL~~EOUS

,
3t::ution 1. RJ!:FERENCES TO CODE SF.C'l'roNS. RI!?-

:: for~ncelll h~L'eln r~ter t~ the aq\lival~nt SP.~t ions 0 f t.he
Hawcl1i General BUb.J..IltH5S l;orporatlons Laws I as amended.

Section 2. REPRESEN'l'ATION OF $I1AllliS IN O'l'UaR C01U!ORA"
TIONS. Shares of other· corporationfil Rtanding in the 1l4IlU:~ tJf
1.1l1l:i corporation may be voted or represented .nd a.11 im.;lul:wts
Lhereto may be exercised on behalf of th. Qorpot'ation U}' the
Chairmiln of the Board, the Preairlent or any Vice l?re:=;iut!ut and
the ~ecretary or an Assistant ~p.crQtary.

!'

Section 3. S[)RSTOIARY CORPORATION!>. Sha.t.eli of this
corporation owned by a $l1hsi.diary s;hall not. be enLltle<1 to vote
on any matter. A sUbsidiary for these purposes is ut;[lned as a
corporation, the shares· of wh.i...ch POSSQliUtin9 lnOX-E! LhcUi 25\ of
the total combined voti?9 power of all Qlaooea of 8haL~a
entitled to vote, are owned cijrectly or indirectly th:l:o·uyh une (1)
or more subsidiaries.

Section 4. T~nEMNI~Y. The corporation ffidy indemnify
any Director, Officp.T, a'J'mt Or omployee as Lo Lhu~e li.allill­
ties and on t.h()~F'! ternls and conditions CIS aU:l l:ilJ8citied in
Hawaiian law. In any event, the ~uLVorat1on shalL
have t.he right: to J:'!urch.lile and maintain iWllluL~nce on behalt of
any such perst"lnJ; whet.hei or not the eorpclLC1tlon wOUld have the
power to indAmni.fy such person QCjQinot Lh~ 11cibl.11ty insured
again.t. .

Sp.~ I' i (,'In S. ACCOUNTING ymAR. l'hl:::l i:wcounting year of
the corporat:inn shall be fixed by re$olul.lufl of tile ~oard ot
Directors.
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CERTIFICATE O~· ADOPTIO~ QF ~y-~W~

AnQPTIOM BY INCORP~'IY~(S) OR. FIRjT DIRJl:CTOR(Sl ..
'l'be undeti~9ned person (R) named ill tbl;il Articles

uf Incorporat.ion a.,:theIn~('Irpor.to.r(8) 01 !"irat JJirector (5)
at the above named Inl:"l?d~ation hereby ac:1opt the same ~s the
By-Laws of sain cor orobion.

~KQcuted ehi~ day of , 19

Name

CBRTI~ICATE BY S~~ltBTARY

I DO fJl:a.u:;b'l CEH.'rl FY AS FOLLOWS:
That I am the dnly ~lQatcd, quolif.ted ano Qcting Secretary

of the abOVf.1 named oorl?o~.eltion, that the foregoing l3y~Laws Wto\l.·~

adopbltd as the: By-~~wl!:i ot liIaic3 corporation on the dat· ...t s~t forth
aboyo by tha ~~~son(s) n~ed in the Articles n€ Inoorporation
~e l.h~ Incorporator(s) ot First DireC'!t-or(g) of Quid cOLf,)uration.

HI WITNESS WHBREOJ!"~ I havp. her.l.lnt:.o Dec UIY haud ana attixed
the corporate seal thia ! day of 19

Secretary

CER'1'IffICA'rE l::I~ §ECRETARY Of .ADOPTION BY ~HAR£UOLDERS I varE.
TH!~ IS TO CeRTIFY: i

'fhat I am the (july elected, qualified and acting
Secretary of I:J,••bo....e n~~ed (;uL(;>urat1on and that the above and
foregoi119 Code at Dy-Ldw8 was SUbmitted to the Sh,u::eholdet'R at
thoi:l:" firaL lUl:~tj.n9 and recorded j.n the mi.nul;lJs t.h,,~.r.61of, wa~
l:eel.i£l~cj' by tile Jote of Shareholders anti t.l ~d 1::.0 Q"'Elrci",e the
majority or the voting power of Ri'l.i.. d corpon\ti.oll.

IN Wl'l'tiESS WHEnF:OF. I hilvc hereunto .;:il:rt my hand thi.s
day f)f: , 19

----_.
Secx·~tary



EXHIBIT Ro. 2

(Settleaent Agreeaent Between 0., KES and Forbes)



SB'J.I'.l'LBMBRT AGREEMENT

THIS SETTLEMENT AGREEMENT (this IIAgreement ll
) is made by and

between:

(i) KES COJ8IURICATIORS, IRe. (IIKES II ), a California

Corporation, and KR PARTRBRS (IIKR II ), a Hawaiian Partnership

(hereinafter collectively IIKES/KR II ); and

(ii ) LORI LYRRB FORBES, a resident of Colorado (II Forbes II )

(hereinafter each individually a II Party , II or collectively the

"Parties ll
).

WIT R B S S B T B :

WHEREAS, KES, KR and Forbes have pending before the Federal

Communications Commission (the IIFCCII) applications (respectively,

File Numbers BPH-911003MH, BPH-911001MB and BPH-911004MH) for a

construction permit for a new FM broadcast station (the IIStation ll
)

to operate on Channel 256C (99.1 MHz) at Waimea, Hawaii; and

WHEREAS, these three applications, proposing the same channel

at the same place, are mutually exclusive such that only one of the

applications may be granted; and

WHEREAS, in order to avoid litigation and promptly to

construct an FM station on Channel 256C (99.1 MHz) in Waimea,

Hawaii, KES and KR have agreed to merge into a new corporation with

Karen E. Slade and Julie K. O'Connor each having a 50% ownership

interest (IINew COli), and a construction permit can only be granted

to New Co upon the FCC's grant of the KES and KR merger, along with

the dismissal of the Forbes application; and

WHEREAS, the Parties recognize that it is in their best

interests to avoid the time and expense of continued litigation and



thereby to conserve the time and resources of the FCC and the

Parties, and that it is in the best interest of the public to avoid

delay in implementation of the new broadcast service that would

result from further prosecution of these mutually exclusive

applications.

NOW THEREFORE, in consideration of their mutual

representations and promises stated herein and intending to be

bound, the Parties covenant and agree as follows:

I. FCC Consent. This Agreement is entered into subject to

approval by the FCC or its delegatee, and it shall be void unless

the FCC or its delegatee approves it. The Parties shall

immediately make good faith efforts to resolve any and all

objections in order to obtain prompt approval by the FCC. If the

FCC or its delegatee has not approved this Agreement within six (6)

months from the effective date hereof, then any Party, upon written

notice to the other Parties, may terminate this Agreement.

II. Joint Regyest for Approval of Agreement. Within five

(5) days from the date of this Agreement, following KES's and KR's

satisfaction of their duties specified in Sections IV(A) and

IV(D)(5) of this Agreement, the Parties agree to file with the FCC

a Joint Request for Approval of this Agreement ("Joint Request")

and an Agreement for the merger between KES and KR. The Joint

Request shall be accompanied by a copy of this Agreement and other

supporting documentation required by Section 311(c) of the

Communications Act of 1934, as Amended, and S73.3525 of the Rules

of the FCC (47 CFR S73.3525). KES/KR shall prepare, at its

expense, the Joint Request. The Parties shall promptly request the
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further suspension of all procedural dates pending FCC action on

the Joint Request.

III. Dismissal of Forbes Application. Concurrently with the

filing of the Joint Request, Forbes shall request dismissal of her

pending application (BPH-9ll004MH), which shall be contingent upon

approval of this Agreement.

IV. Consideration. KES/KR shall pay the sum of Thirty-Two

Thousand Five Hundred and No/IOO Dollars ($32,500.00) or such

lesser amount as the FCC may approve (the "Settlement Amount") to

Forbes for the dismissal of her application, payable as follows:

A. Within five (5) days of the execution of this

Agreement, the Parties shall enter into an Escrow Agreement in

the form attached hereto as Exhibit A, and KES shall deposit

with Michael J. Wilhelm, Esq. (the Escrow Agent) the sum of

Eight Thousand Seven Hundred Fifty and No/IOO Dollars

($8,750.00), and KR shall deposit with the Escrow Agent the sum

of Sixteen Thousand Six Hundred Twenty Five and No/IOO Dollars

($16,625.00), for an escrow deposit total of Twenty Five

Thousand Three Hundred Seventy Five and No/IOO Dollars

($25,375.00) ("Partial Settlement Consideration") in trust for

Forbes, the only condition for paYment of which shall be the

conditions listed herein. Once the Partial Settlement

Consideration is forwarded to the Escrow Agent, the Escrow

Agent shall deposit it in an escrow account.

B. The Escrow Agent shall thereafter immediately

provide written documentation of the opening of the account to

Forbes or her designated representative.
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C. Payment of the Seventeen Thousand Five Hundred

Dollars ($17,500.00) Eight Thousand Seven Hundred Fifty

No/100 Dollars ($8,750.00) each from the funds deposited by KES

and KR with the Escrow Agent -- shall be made by the Escrow

Agent on or before the tenth (10th) business day after the date

on which the Order or Orders issued by the FCC or its delegatee

granting KES/KR's merged application, dismissing the

application of Forbes, and granting a construction permit to

KES/KR or New Co become a Final Order or Orders, as defined in

paragraph VIII, below. Payment shall be made by Bank Cashier's

check or by wired funds, to Dan J. Alpert, Esq., as agent for

Forbes, in accordance with Paragraph 2(a) of the Escrow

Agreement.

D. KES/KR further agree to pay, or cause the Escrow

Agent to pay, as applicable, Dan J. Alpert, Esq. as agent for

Forbes the balance of the Settlement Amount pursuant to the

following schedule:

(1) KES and the Escrow Agent shall each pay Two Thousand

Five Hundred Dollars ($2,500.00) five months after the date

on which the Order or Orders issued by the FCC with respect

to this Settlement Agreement become Final;

(2) KES and the Escrow Agent shall each pay Two Thousand

Five Hundred Dollars ($2,500.00) ten months after the date

on which the Order or Orders issued by the FCC with respect

to this Settlement Agreement become Final;

(3) KES and the Escrow Agent shall each pay Two Thousand

Five Hundred Dollars ($2,500.00) plus accrued interest, as

set forth herein, fifteen months after the date on which the
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Order or Orders issued by the FCC with respect to this

Settlement Agreement become Final. The accrued interest

shall be calculated at a simple (not compounded) rate of six

percent (6 %) on the unpaid balance of the Settlement Amount

owed to Forbes commencing on the date the Order or Orders of

the FCC or its delegatee granting the Joint Request and

approving this Agreement become Final, provided that the

Seventeen Thousand Five Hundred Dollar ($17,500.00) payment

to Forbes under Paragraph IV(C) shall be excluded in

calculating any interest accruing to Forbes.

(4) Any funds remaining in the escrow account after final

payment is made to Forbes, representing interest on the

Partial Settlement Consideration, shall be distributed to KES

and KR consistent with their respective pro rata allocations

of interest under Paragraph IV(A).

(5) In order to secure payment of the settlement balance

owed by KES, within five (5) days of the execution of this

Agreement, KES shall deposit with the Escrow Agent one or

more letters of credit in the amount of Seven Thousand Eight

Hundred Seventy Five and No/100 Dollars ($7,875.00), in a

form acceptable to Forbes, to the benefit of Forbes, which

shall be released to Forbes in the event KES fails to make

any of the payments described in Subparagraphs D(1), D(2) and

D( 3), above. The letter or letters of credit shall be

disbursed by the Escrow Agent pursuant to Paragraph 2(a) of

the Escrow Agreement.

E. In the event the FCC approves a settlement payment

to Forbes for an amount less than Thirty-Two Thousand Five
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Hundred and No/IOO Dollars ($32,500.00), the instructions

provided to the Escrow Agent under Paragraph IV(C) shall set

forth the amount of the settlement payment which the FCC

approved, and payment of the settlement balance to Forbes as

otherwise provided in this Agreement will be adjusted as

follows: the difference between the authorized payment and

$32,500.00 will be first subtracted from the payment due Forbes

pursuant to Paragraph IV(D)(3), and if necessary then

additionally subtracted from the payment due Forbes pursuant

to Paragraph IV(D)(2), and if necessary last subtracted from

the payment due Forbes pursuant to Paragraph IV(D)(I). Any

such difference shall be allocated equally to the settlement

balance to be paid by KES and the Escrow Agent, the latter from

the funds deposited previously by KR under Paragraph IV(A).

For any such difference allocated to the Escrow Agent, the

Escrow Agent shall pay that amount to KR within five (5) days

after receiving the instructions under Paragraph IV (C). In the

event such a reduced settlement consideration is approved by

the FCC, KES shall be entitled to substitute reduced valued

letters of credit for those previously deposited with the

Escrow Agent, so long as such substitute letters of credit

shall satisfy the remaining settlement consideration plus

interest due to Forbes.

V. Unconditional Release. Upon receipt of the consideration

of the above sum, each Party and their agents, successors and

assigns, hereby release and forever discharge all of the other

Parties, their principals, agents, employees, successors and

assigns, from any and all manner of claims, demands, damages,

causes of action or suits that might now exist, or that might
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subsequently accrue by reason of any matter or thing whatsoever,

and particularly growing out of or in anywise connected with

directly or indirectly, the prosecution of KES's, KR's and Forbes'

applications in MM Docket No. 93-53.

VI. Conditions Precedent to Paywent. KES/KR retains full

and unrestricted authority to prosecute its application. KES/KR

will take no action to impede or delay consideration and grant of

its application and will take all reasonable steps promptly to

obtain a grant of the application from the FCC or its delegatee.

Forbes will take no steps to delay or oppose approval of the Joint

Request by the FCC or its delegatee. There is no assurance of the

approval by the FCC of the Joint Request; accordingly, there shall

be no liability or obligation of any kind on the part of any Party

if the Joint Request is not approved by the FCC.

VII. Conduct of the Parties. The parties shall cooperate

with the other in good faith and with the FCC or its delegatee, by

expeditiously furnishing to each other and to the FCC or its

delegatee, as may be necessary, any additional information which

reasonably may be required, and by the doing of all other acts

reasonably necessary to effectuate the objectives of this

Agreement.

VIII. Definition of Final Order. As used in this Agreement,

the term "Final Order" means an Order of, or actions taken by the

FCC, or its delegatee, for which no judicial or administrative

reconsideration, review, appeal or rehearing is pending and for

which the time for filing or seeking judicial or administrative

reconsideration, review, appeal or rehearing has expired.

IX. Notices. Any notice required under this Agreement shall

be in writing. Any paYment, notice or other communication shall
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be deemed made or given when it is delivered personally, or mailed

by certified United States mail, postage prepaid, to the following

addresses:
To :KES:

Karen E. Slade
1148 South Citrus
Los Angeles, CA 90019

with a copy to:

Cary S. Tepper, Esq.
Meyer, Faller, Weisman & Rosenberg, P.C.
4400 Jenifer St., NW; Suite 380
Washington, D.C. 20015

To 0:

Julie K. O'Connor
P.O. Box 111333
Suite 240
Kamuela, HI 96743

with a copy to:

Mark Van Bergh, Esq.
Waysdorf & Van Bergh
Suite 504
1000 Connecticut Ave., NW
Washington, D.C. 20036

To Forbes:

Lori Lynne Forbes
3053 Waterdale Drive
Loveland, CO 80537

with a copy to:

Dan J. Alpert, Esq.
1250 Connecticut Avenue, N.W.
7th Floor
Washington, D.C. 20036
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To Escrow Agent:

Michael J. Wilhelm, Esquire
1350 Connecticut Avenue, N.W.
Suite 905
Washington, D.C. 20036

X. Remedies Upon Default. KES and KR promise, in the

event of default, to pay all reasonable costs of collection,

whether or not suit is brought under this contract. Moreover,

if either Party defaults under this Agreement, the other Party

shall have available to it all remedies to which it is

entitled, at law or in equity, including the reimbursement of

reasonable attorneys fees.

XI. Personal Guarantees. Attached hereto as Attachment

A are the personal guarantees of Karen Slade and Julie K.

O'Connor.

XII. Waiver. Failure of any Party to complain of any act

or omission on the part of any other Party in breach of this

Agreement, no matter how long the same may continue, shall not

be deemed to be a waiver by said Party of any rights hereunder.

No waiver by any Party at any time, express or implied, or any

breach of any provision of this Agreement shall be deemed a

waiver of any other provision of this Agreement or a consent

to any subsequent breach of the same or other provisions.

XIII. Governing Law. This Agreement shall be governed

by and construed in accord with the laws of the State of

Hawaii.

XIV. Benefit. This Agreement shall be binding upon, and

shall inure to the benefit of the parties and their respective
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successors, heirs, and permitted assigns.

xv. Entire Agreement. This Agreement embodies all the

terms of the understandings between the Parties and contains

all of the terms and conditions agreed upon with respect to

its subject matter. There are no representations, agreements,

arrangements or understandings, oral or written, between the

Parties relating to the subject matter of this Agreement which

are not fully expressed herein. By signing below, the Parties

acknowledge that they have read this Agreement and are fully

cognizant of these provisions.

XVI. Counterparts. This Agreement may be executed in one

or more counterparts, and all so executed shall constitute one

Agreement, binding on the Parties, notwithstanding that the

Parties are not signatories to the original or the same

counterpart.

XVII. Beadings. The headings of the paragraphs of this

Agreement are inserted and for reference purposes only. They

in no way define, limit or describe the scope of this Agreement

or the intent of any of its provisions.

XVIII. Early PaYMnt. Nothing herein shall preclude KBS

or KR from paying any consideration owed to Forbes at a date

earlier than that which is required under the terms of this

Agreement.
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IN WITNESS WHEREOF, the Parties have executed this

Settlement Agreement as of the year and date indicated below.

Dated: KES COMMUNICATIONS, INC.

By:~~.&Rare LS1~de
President

Dated:

Dated:

ItR PARTNERS

By:
Julie K. O'Connor
General Partner

LORI LYNNB FORBES

By:
Lori Lynne Forbes
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IN WITNESS WH!kEO~, the Partie. have executed thl.

5.~tl.mGnt A9reement as 01 the year and date indicated beLow.

Dated I

Dated.

Oatod.

liS CoNMUHICATIOllS, IHe ..

By: _~~,.---_~~:---..-- _
Itaron I. Slade
President

'1'R PARTN'RRR

LORI LYNNS .PORBB8

ay~ _w__-=--.......,... ~~~__
Lv.r.l lit In"S ' FUL Lea:t '
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XN WITNESS WHIRlOr, ~h. 'artie. bave .x.c~t•• ~hi•

••ttl.~ent A9reement .e of tbe y.ar and date indio.ted below.

Dat.el:

Ir' __~__~~~:-- _
laren I. Slad.
'r••ident

Dated:

Sys
Julie I. 6'Coftftor
General 'a~'I\.1'

Dattldl
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A'M'ACBMRlft' A

PBRSONAL GUARANTEES

Karen Slade hereby personally guarantees all of the

financial obligations set forth in the Settlement Agreement

with respect to RES Communications, Inc.; Julie K. O'Connor

hereby personally guarantees all of the financial obligations

set forth in the Settlement Agreement with respect to I<R

Partners.

AGREED TO AND ACKNOWLEDGED BY:

~Mb,L ~
Karet1i'. Slad'

AGREED TO AND ACKNOWLEDGED BY:

Julie K. O'Connor
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Kar.n Slad. her.by p.r8onally tUarant... all of tb.

fin.naial obligation. ..t forth in the S.t1;le.nt AgJ,-a.Mnt

with ~••p.at to Xl8 Communication., Ino., ~ul1. I. O'Connor

h.~.b" p.r.ona!.1,. "u.rant••• all o! the :U.na:noial obl:l,atloral

.It forth in the Settle.lnt Avr•••ent wit,h re.paat to Xl

Partner••

ACiRIIO TO AID AClltOWLIDalD BY •

- ...

,.IP mo UD ACQOWLIDClID BY.



ESCROW AGRImoRfT

THIS ESCROW AGREEMENT has been made and entered into as of the
day of August, 1993, by and among EBS Communications, Inc., a

California Corporation ("KES"), D Partners, an Hawaiian General
Partnership ("KR") , Lori Lynne Porbes, a Colorado resident
("Forbes") and Michael J. Wilhelm, Bsquire ("Wilhelm"), a

Washington, D.C. attorney, as ecrow agent ("Escrow Agent") .

WIT N E SSE T H

WHEREAS, KES, KR and Forbes, in the context of a universal
settlement of Federal Communications Commission ("FCC") proceeding
MM Docket No. 93-53, have entered into a certain Settlement
Agreement whereby KES and KR will reimburse Forbes for her
legitimate and prudent expenses incurred in the preparation and
prosecution of her application before the FCC for a new FM broadcast
station at Waimea, Hawaii (FCC File No. BPH-911004MH) (A copy of
Settlement Agreement is attached hereto as Exhibit No.1); and

WHEREAS, KES, KR and Forbes desire Wilhelm to hold and Wilhelm
is willing to hold certain monies in escrow until the FCC's approval
of the universal settlement of MM Docket No. 93-53 becomes a Final
Order, as defined by Paragraph VIII of the Settlement Agreement, and
until certain funds are to be paid to Forbes in the future pursuant
to the Settlement Agreement; and

WHEREAS, KES, KR and Forbes desire Wilhelm to hold and Wilhelm
is willing to hold one or more letters of credit in favor of Forbes
as guaranty of payment by KES of certain monies due in the future to
Forbes pursuant to the Settlement Agreement.

NOW, THEREFORE, in consideration of the material covenants
contained herein, the parties, intending to be legally bound, agree
as follows:

1. .SCROW DIPOSIT. By its signature below, Wilhelm
acknowledges receipt from KES of (a) funds totalling Eight Thousand
Seven Hundred Fifty and No/100 Dollars ($8,750.00) and (b) one or
more letters of credit in favor of Forbes in satisfaction of
Paragraph IV(D) (5) of the Settlement Agreement, copies of which are
attached hereto as Exhibit No.2. Wilhelm also acknowledges by his
signature below receipt from KR of funds totalling Sixteen Thousand
Six Hundred Twenty Five and NO/100 Dollars ($16,625). The monies
received by Wilhelm from KES and KR, together with all interest
accrued thereon, is referred to herein as the "Escrow Deposit." The
Escrow Deposit constitutes the "Partial Settlement Consideration"
pursuant to Paragraph IV (A) of the Settlement Agreement. The Escrow



Deposit (including all accrued interest) shall be held and released
by the Escrow Agent in accordance with the terms of this Escrow
Agreement.

2. RBLBASB PROK ISCROW. (a) KES, KR and Forbes (the "Parties")
agree to provide the Escrow Agent with either (1) joint written
instructions (in the form attached hereto as Attachment A) within
forty-one (41) days of the release date of the Order or Orders of
the FCC or its delegatee approving the Settlement Agreement ("Order
Date"), or (2) proposed instructions (also in the form attached
hereto as Attachment A), for the distribution of the Escrow Deposit
and letter or letters of credit, within forty-five (45) days of the
Order Date. In the event the Parties submit joint written
instructions, that schedule of distribution set forth in said
written instructions will control the distribution of the Escrow
Deposit and letter or letters of credit, unless the parties agree
later to earlier distribution under Paragraph 2(c) of this
Agreement. In the event the parties submit proposed instructions to
the Escrow Agent, the Escrow Agent will determine the schedule for
distribution of the Escrow Deposit consistent with the requirements
of the Settlement Agreement, and shall send a written notification
of that schedule (in the form attached hereto as Attachment A) to
the Parties no later than the forty-eighth (48th) day after the
Order Date, and that schedule will control for the distribution of
the Escrow Deposit and letter or letters of credit, unless the
parties agree to earlier distribution under Paragraph 2(c). In the
event an event occurs which delays the Finality of the FCC Order or
Orders beyond forty (40) days, then the Escrow Deposit and letter or
letters of credit shall remain in escrow pending the Finality of the
Order or Orders. Upon finality of the Order or Orders, the Parties
shall submit to the Escrow Agent either (1) joint written
instructions (in the form attached hereto as Attachment A), or (2)
proposed instructions (also in the form attached hereto as
Attachment A), for the distribution of the Escrow Deposit and letter
or letters of credit. In the event the Parties submit joint written
instructions, that schedule of distribution set forth in said
written instructions will control the distribution of the Escrow
Deposit and letter or letters of credit, unless the parties agree
later to earlier distribution under Paragraph 2(c) of this
Agreement. In the event the Parties submit proposed instructions to
the Escrow Agent, the Escrow Agent will determine the schedule for
distribution of the Escrow Deposit consistent with the requirements
of the Settlement Agreement, and shall send a written notification
of that schedule (in the form attached hereto as Attachment A) to
the Parties, and that schedule will control for the distribution of
the Escrow Deposit and letter or letters of credit, unless the
Parties agree to earlier distribution under Paragraph 2(c).

(b) KES shall cause the Escrow Agent to receive on the same



date that KES makes a payment to Forbes under Section IV(D) (2), (3),
and (4) of the Settlement Agreement, notice that KES has made said
payment to Forbes, which notice shall include a copy of the payment
if made by check, or a copy of the bank transfer order if payment is
by wired funds.

(c) In the event KES and Forbes, and/or KR and Forbes agree to
a prepayment of the amounts to be paid to Forbes, then KES and
Forbes may provide joint written instructions to the Escrow Agent to
release to KES the letter or letters of credit; or KR and Forbes may
provide joint written instructions to the Escrow Agent to release
the funds remaining in the Escrow Deposit to Forbes or KR, as the
case may be.

(d) In the event of a dispute between KES, KR and Forbes with
respect to the release of the Escrow Deposit or letters of credit,
the Escrow Agent shall act in accord with a final order of an
arbitration panel selected by KES, KR and Forbes (if the parties
otherwise agree to arbitration) or of a court of competent
jurisdiction. With respect to these matters, an order shall be
deemed "final" when, by lapse of time or otherwise, it is no longer
subj ect to review, reconsideration, appeal or stay. The Escrow
Agent shall in no event be required to resolve any controversy
concerning the Escrow Deposit or letters of credit, or be required
to take any action concerning any such controversy. Upon
termination of the escrow provided for herein, KES, KR and Forbes
agree to execute and deliver to the Escrow Agent such further
documents as it may reasonably request to evidence the termination
of this Escrow Agreement and to cause the Escrow Agent to release
the Escrow Deposit and/or the subject letters of credit.

3 • CONCBRNING THE ESCROW AGENT.

3.1. Re.ianation and Removal. The Escrow Agent may resign and
be discharged from its duties hereunder at any time by giving notice,
of such resignation to the other parties hereto specifying a date
(not less than thirty (30) days after the giving of such notice)
when such resignation shall take effect. Promptly after such
notice, a successor Escrow Agent shall be appointed by joint
agreement of KES, KR and Forbes, such successor to become the Escrow
Agent hereunder upon the resignation date specified in such notice.
If KES, KR and Forbes are unable to agree upon a successor Escrow
Agent within twenty (20) days after such notice, the Escrow Agent
shall be entitled to appoint its successor. The Escrow Agent shall
continue to serve as Escrow Agent until its successor has assumed in
writing the Escrow Agent's obligations hereunder and receives the
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Escrow Deposit and letters of credit. KES, KR and Forbes may agree
at any time to substitute a successor Escrow Agent by giving notice
thereof to the Escrow Agent then acting.

3.2. Perform-pee. The duties and responsibilities of the
Escrow Agent are limited to those specifically set forth herein. The
Escrow Agent shall not be liable for any mistake of fact or error of
judgment made in good faith or for any acts or omissions by it of
any kind other than willful misconduct or gross negligence. The
Escrow Agent shall be entitled to rely, and shall be protected in
doing so, upon (i) any written notice, instrument or signature
believed by it to be genuine and to have been signed or presented by
the proper party or parties duly authorized to do so, and (ii) the
advice of counsel (which may be of the Escrow Agent's own choosing).
The Escrow Agent shall have no responsibility for the contents of
any writing submitted to it hereunder and shall be entitled in good
faith to rely without any liability upon the contents thereof.

3.3. Ind'mpification. KES, KR and Forbes agree to indemnify
the Escrow Agent and hold it harmless against any and all
liabilities incurred by it hereunder, except for liabilities
incurred by the Escrow Agent resulting from its own willful
misconduct or gross negligence.

3.4 Interpleader or Counter.uit. If, at any time prior to the
termination of this Escrow Agreement by the Escrow Agent's delivery
of the Escrow Deposit or letters of credit as provided herein,
either KES, KR or Forbes should make demand upon or file suit
against the Escrow Agent for the Escrow Deposit or letters of
credit, the Escrow Agent shall be authorized to bring either an
interpleader action in any court of competent jurisdiction or file
suit for any cause of action that the Escrow Agent may deem
appropriate against KES, KR and/or Forbes. If a suit is commenced
against the Escrow Agent, it may answer by way of interpleader and
name KES, KR and Forbes (or either of them) as
additional parties to such action, and the Escrow Agent may tender
the Escrow Deposit and letters of credit into such court for
determination of the respective rights of KES, KR and Forbes
thereto. Upon such tender, the Escrow Agent shall be entitled to
receive from KES, KR and Forbes its reasonable attorney fees and
expenses incurred in connection with said interpleader action. As
between KES, KR and Forbes, such fees, expenses and other sums shall
be paid by the party which fails to prevail in the proceedings
brought to determine the appropriate distribution of the Escrow
Deposit and/or letters of credit. If and when the Escrow Agent
shall so interplead such parties, or either of them, and deliver the
Escrow Deposit and/or letters of credit to the clerk of such court,
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all of its duties shall cease and it shall have no further
obligation hereunder. Nothing herein shall prejudice any other
right or remedy of the Escrow Agent, including the right of the
Escrow Agent to counter any such action by KES, KR and/or Forbes by
its filing suit against KES, KR and/or Forbes.

3.5. Di.charge By Delivery. After the Escrow Agent has
delivered the Escrow Deposit and letters of credit pursuant to the
terms of this Escrow Agreement, the Escrow Agent shall have dis­
charged all of its obligations hereunder and neither KES, KR nor
Forbes shall thereafter have any claim against the Escrow Agent on
account of this Escrow Agreement. In the event that an Interpleader
or other cause of action is filed by or against KES, KR, Forbes or
the Escrow Agent with respect to matters relative to the discharge
of the Escrow Deposit or letters of credit, and which question the
Escrow Agent's obligation to comply with any written instructions it
may have theretofore received by the parties with respect to the
discharge of the Escrow Deposit or letters of credit, the Escrow
Agent need not release the Escrow Deposit or letters of credit until
such legal matters are resolved, irrespective of the possibility
that said letters of credit may expire prior to the resolution of
such legal matters.

3.·6. Conflict. In the event of any conflict between the terms
and provisions of this Escrow Agreement and those of the Settlement
Agreement, the terms and provisions of this Escrow Agreement shall
control as to the rights, duties, obligations and liabilities of the
Escrow Agent, and the terms of the Settlement Agreement shall
control as to the respective rights, duties, obligations and
liabilities of KES, KR and Forbes.

4. MISCBLLANlOUS.

4.1 A••iqgment. Except as provided in Paragraph XIII of the
Settlement Agreement and in Section 3.1 of this Escrow Agreement,
no party hereto may assign its rights and obligations hereunder
without the prior written consent of the other parties hereto.

4.2. Binding Bffect. This Escrow Agreement will be binding
upon, inure to the benefit of, and be enforceable by the
respective successors and assignees of the parties hereto.

4.3. Bntire Agreement: Amendment.. This
Escrow Agreement, as read in conjunction with the Settlement
Agreement, contains the entire understanding of the parties with
respect to the subject matter hereof, and may be amended only by a
written instrument duly executed by all the parties hereto.
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4.4. Notia... All notices, requests, demands, and other
communications required or permitted under this Escrow Agreement
shall be in writing and shall be deemed to have been duly given when
delivered personally (which shall include delivery by Federal
Express or other recognized overnight courier service that issues a
receipt or other confirmation of delivery) to the party for whom
such communication is intended, or three (3) business days after the
date mailed by certified mail, return receipt requested, postage
prepaid, addressed as follows:

To KBS:

Karen E. Slade
1148 South Citrus
Los Angeles, CA 90019

With a copy to:

Cary S. Tepper, Esq.
Meyer, Faller, Weisman & Rosenberg, P.C.
4400 Jenifer St., NW; Suite 380
Washington, D.C. 20015

To KR:

Julie K. O'Connor
P.O. Box 111333
Suite 317
Kamuela, HI 96743

With a copy to:

Mark Van Bergh, Esq.
Waysdorf & Van Bergh
Suite 504
1000 Connecticut Ave., NW
Washington, D.C. 20036

To Porbe8:

Lori Lynne Forbes
3053 Waterdale Drive
Loveland, CO 80537
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