OPTION AGREFMENT

THIS OPTION AGREEMENT is dated as of April 14, 1998 among PEGASUS
COMMUNICATIONS CORPORATION, a Delaware corporation (“Pegasus”); W.W. KEEN
BUTCHER (“Burcher”); GUYON W. TURNER (“Turner”); KB COMMUNICATIONS
CORPORATION, a Delaware corporaton (“KB Communicatons”); CHANNEL 24
CORPORATION, a Delaware corporation (“Channel 247); and KB PRIME MEDIA LLC, a
Delaware limited liability company (“KB LLC". together with KB Commuuaications and Channel

24, collectively the “KB Companies”).

. KB Communicarions and Cbannel 24 bave applied to the Federal
Communicadons Commission (*FCC™), direcdy or indirectly, for construction permits for new
television broadcast stations {collectively the “Stations™) to operate in various markets pursuant
10 FCC licenses, permits and authorizations. Certain of the Stations are or will be represented
by ownership by a KB Company of 2 50% membership interest in a limired lizbility company that
owns the Starion. Butcher and Turner desire to borrow certain funds from First Union Bank,
N.A. (the “Bank™) in order t0 fund the operations of the KB Companies (Turner’s participation
in such loans being limited 10 KB LLC). Pegasus is willing to provide certificates of deposit as
security for the repayment of loans from the Bank in consideration for the grant to Pegasus of an
option 10 purchase capital stock, membership inierests and assets of the KB Companies, subject
to the terms and conditions of this Agresment-

NOW THEREFORE, in consideration of the promises and mutual covenants
contained herein and intending to be legally bound hereby, the parties hereto agres as follows:

1. Security for Repayment of Loans. In paral consideraton for the grant of
the option conrained in paragraph 2 of this Agreemnent, Pegasus hereby agrees 10 provide se curity
(in the form specified in the aext sentence) for the repayment of loans from the Bank to Butcher
in an aggregate principal amount not to exceed $3.9 million and to Turner in an aggregalc
principal amount not 1o excead $100,000 (collectively, the “Loans”). Pegasus agrees to provide,
and maintain during the term of the Loans, collateral for the repayment of the Loans in the form
of certificates of deposit in an amount equal to the aggregate principal amount of the Loans then
ourstanding. Pegasus shall enter into an appropriate assignment of such certificates of deposit -
with the Bank as securiry for the Loans and such other agreements, documents and certificates as
may be requested by the Bank, in form reasonably acceptable to Pegasus. Buicher agrees 10 loan
or contribute to one or more of the KB Companies the proceeds of cach of his Loans immediately
following his receipt of the Loan proceeds and Turner agrees 1o loan or contribute to KB LLC the
proceeds of each of his Loans immediately following his receipt of the Loan proceeds. Each of
the KB Companies agress. and Butcher and Turner each agree to cause each of the KB
Companies, to usc all such loans and conrributions for the acquisition or operation of Stations,
Starion Facilites (as defined in paragraph 2(a)) or LLC Assets (as defined in paragraph 2(a)).
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2. Grang of Ootion.

_ (a)  Each of the KB Companies and Butcher and, with respect 10 KB
LLC only, Turner hereby grants to Pegasus an exclusive and irrevocable option (the “Option™)
cxcrcisable 2t any time that such exercise would be consistent with the rules, regulations and
policies of the FCC, subject to compliance with applicable legal requirement and upon payment
of the Option Price specified in paragraph 3, to purchase all of the capital swock of KB
Communications and Channet 24, all of the membership interests in KB LLC, the membership
interests owned by a KB Company in a limited liability company that has applied for or owns a
Station (an “LLC Asset”) and all or such part of the assets (including all current assets and FCC
licenses, permits and authorizations relating to such Station) of any of the KB Companies (along
with the assumpton of all current liabiliries ot such KB Company relating thereto) that are used
or uscful in connection with the construcdon and operadon of 2 Station in a specific geographic
Jocaton (* Station Facilities”), free and clear of all securiry interests, mortgages and liens.

(b In order 1o exercise the Option, Pegasus must give Butcher and. with
respect to KB LLC only, Turner written notice of the exercise of the Option. identfying the
specific stock, membership interests, LLC Assets or Station Facilities thar are being purchased
pursuant o the exercise of the Option. As soon thereafter as is practicable, Buicher, Turner or
the KB Company, as applicable, shall canvey such stock, imterests, assets, or facilities 1o Pegasus
against payment of the Option Price in cash or by wire transfer of immediarely available funds.
Al the option of Pegasus, the closing an the exercise of the Option may be postponed vnril after
the grant of any required FCC or other required regulatory approval becomes final, 1., no longer
subject 1o administrative or judicial review, reconsiderarion or appeal. The KB Companies,
Butcher and Turner agree to cooperate in the preparation of such documentation, including but
not limited 1o applications to be filed with the FCC, as is necessary 1o effectuate the transacons
contemplated by this Agreement. Each of the KB Companies agrees to apply the net proceeds
reccived from the payment of the Option Pricz to repay o the maximum extent possible the loans
from the KB Companies to Butcher and Turner, and each of Butcher and Turner agrees to use the
proceeds from such Joan repayments 1o repay © the maximum extent possible the Loans.

3. Option Price.
(a) The Option Price shall be determined as follows:

1) With respect to the purchase of capital stock or membership
interests of a KB Company, (x) the amount of Costs incurred by such enmty less (y) the
amount of any revenues of such KB Campany collected in cash plus (z) interest at the rate
of 12 percent per annum, calculated monthly on the then curren: cumulative net amount
of (x) and (y) and compounded annually.

(i)  With respect to the purchase of LLC Assets or Station
Facilifies from a KB Company, (x) the Asset Costs of the LLC Assets or Staton Facilides
purchased less (y) the amount of any revenucs of such KB Company collected in cash
reladng directly or indirectly to such LLC Asset or Station Facility plus (z) interest at the
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rate of 12 percent per annumi. calculared monthly on.thc then current cumulative net
amount of (x) and (y) and compounded anmially.

() ~ “Cosws” shall mean all deposits, costs, €Xpenses. fees and
expenditures, whether capiralized or expensed for accounnng puUrposes, including without
limitarion, organizational expenses. filing fees. cogineering fess. FCC application fees, legal fees
and cxpenses, accouating fees and expenses, wages and salaries of employees, amounts
contributed to limited liabiliry companies of which such entity is a member. and other direct and
ipdirect expenses incurred in copnecton with the Statjon Facility: provided however, that Costs
shall exclude interest. )

(c) “Asset Coss” shall mean all Costs relating directly or indirectly to
such LLC Asset or Station Facility plus an allocation of overhead and other Costs of the entity
owning such LLC Asset or Station Facility determined on a reasonable basis.

(d) Within six months afier the end of cech calendar year beginning with
calendar year 1998, Butcher and Turner will provide to Pegasus as of the end of such calendar
year an itemized list of Costs for cach KB Company, an itemized list of Asset Costs for each KB
Company broken down by LLC Asset and Station Facility and an itemized list of rcvenues
collected in cash for each KB Company (specifying an allocation 0 each LLC Asset and Station
Facility). Exhibit A to this Agreement Sets forth the Asset Costs as of December 31, 1997 for
cach of the Station Facilities specified thereon.

4.  Vicksburg Chammel 35 Associates, LLC. Buicher and KB Communications
each agree to use his or its best efforts 1o cause Vicksburg Channel 35 Associates, I11C (the
“Vicksburg LLC™), a limited liabiliry company thar has applied for the Vicksburg, Mississippi
Station, of which a 50% membership interest will be owned by a KB Company, to enter intc an
LMA with Pegasus or an affiliate of Pegasus on (erms sct forth in the letrer of intent dated January
29, 1998 among KB Communications, Pegasus and Innovative Television. Ioc.

5. Semlement Amounts. KB Communicarions shall use the proceeds received
by it from any seatement of the Jackson, Mississippi and Waterville, Maine Stations, which may
aggregate up to 550,000, to repay its loans to Butcher. Butcher agrees to apply te proceeds
from such loan repayments to repay the Loans to the Bank to the maximum extent possible.

6. Term and Terminagon.

@) Except as otherwise provided in paragraph 6(b), the Option shall
continue in effect forever until exercised in irs entirery and shall not termipate upon the repayment
in full of all owstanding Loans. Pegasus’ obligaron to provide security for the payment of
additional Loans (so long as the then outstanding principal amount of the Loans is not in excess
of the aggregate principal amount sct forth in paragraph 1) shall continue in effect forever, and
Pegasus cannot terminae its obligation (o provide security for the payment of any Loans while
any such Loan remains outstanding.
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®) The Qpuon contained in this Agresment shall terminate and be of
po further force or effect if Pegasus or any assignee pursuant paragraph 7(a) fails 1w provide
or maintain the collateral for repayment of the Loans required pursuant to paragraphs 1 and 7(a)
within 15 days after notice from Butcher, Turner and the KB Companies of such failure; provided
that if such failure relates only to the failure of Pegasus or such assignee, then the ermination
shall relate only to that pordon of the Option which Pegasus or such assignes. as applicable, has
the right to exercise. '

7. Miscellancous.

-

- (@) Parties Obligated and Bencfired.  This Agreement shall be binding
upon the parues and their respective assigns and successors in imterest and shall inure solely to
the benefit of the parties and their respective assigns and successors in interest, and no other
person shall be enritled o any of the benefirs conferred by this Agresment. Without the prior
written consent of the other party, 0O party may assign this Agreement or any of its rights or
interests or delegate any of its duties under this Agreement, provided, however, that any party
may assign this Agrecment or any of its rights or inferests or delegate 20y of its duties hercunder
10 an Affiliate. « Affiliate” of @ parry means 3 person controlling, controtled by or under coompon
control with such party. Norwithsianding the foregoing, Pegasus can assign the Option, in whole
or in part, 10 3 third party by notice to Butcher, Turoer and the KB Companies, but any
assignment of the QOption shall requirc that the assignee provide collateral for repayment of the
I oans in accordance with paragraph 1 of this Agreemeat :n an amount at least equal to the Option
Price as of the date of such assignment for the capital stock, mernbership 1nLerests, LLC Assets
or Station Facilities to which that pordon of the Option that was assigned relates.

() DNotges. Any notices and other communications required or
permirted hercunder shall be in writng and shall be cifective upon delivery by hand or upon
receipt if sent by certified or registered mail (postage prepaid and rerurn receipt requested) or by
a nationally recognized overnight courier service (appropriately marked for overnight delivery)
O PON ransmission if sent by facsimile (with request for immediate confirmation of receipt in
a manner customary for comumunicarions of such respective type and with physical delivery of the
communication being made by one or the other means specified in this subsection as promptly as

If to Pegasus:

Pegasus Commupjcations Corporation
5 Radnor Corporate Center

100 Matsonford Road. Suite 454
Radnor, Pennsylvania 19087

Atm: Ted S. Lodge, Esquire
Telecopier: 610-341-1835
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with a copy to:

Michael Jordan. Esquire
Drinker, Biddle & Reath
1345 Chesmut Smest

Philadeiphia, PA 19107

If to any of the KB Companies:

2130 Greenbrier Drive : :

Villanova, Peonsylvania 19085 - -
Atm: Guyon W. Turner

Telecopier: 610-526-0679

with a copy to:

Larry P. Laubach, Esquire

Schnader Harrison Segal & Lewis LLP
1600 Market Street, Suite 3600
Philadelphia. Pennsylvania 19103
Telecopier: 215-751-2205

If to Butcher:

W.W. Keen Butcher

8811 Towanda Street
Philadelphia, Pennsyivania 19118
Telecopier: 215-242-6529

If to Turner:

Guyon W. Turner

2130 Greenbrier Drive
Villanova, Pennsylvania 19085
Telecopier: 610-526-0679

Any party may change the address to which notices are required to be sent by giving notice of
such change in the manner provided in this subsecton.

© Specific Performance. The XB Companics, Butcher and Turner
(collectively the “KB Partes”) recognize and acknowledge that, in the event that anry of the KB
Parties shall fail to perform its vbligations to consummate the transactions contemplated hereby,
money damages alone will not be adequate to compensate for Pegasus’s injury. Each of the KB
Parties, thercfore, agrees and acknowledges that, in the event of its failure to perform its
obligation to consummat: the transactions contemnplated hereby, Pegasus shall be entitled to
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specific performance of the terms of this A gfeemem and of the obligation of the KB Parnes 10
consummate the ransactons cantemplated hereby. Nothing in this Section shall be constued to
limit any rights and remedies to which Pegasus is entitled at Iaw or in equiry.

(d) Headines. The Sections headings of this Agreement are for
convenience only and shail not constifute 2 part of this Agreement or in agy way atfect the
meaning or interpretation thereof.

(€) Governing Law. This Agresment and the rights of the pardes under
it shall be governcd by and consmued in all respects in -accordance with the laws of the
Commonwealth of Pennsylvania, without giving effect to any choice of law provision or rule
(whether of the Commonwealth of Pennsylvania or any other jurisdiction) that would cause the
application of the laws of any jurisdicdon other than the Commonwealth of Pennsylvania.

® Rights Curnulative. All rights and remedies of each of the parues
under this Agreement shall be cumulative, 2nd the cxercise of one or more rights or remedies shall
not preclude the exercise of any other right or remedy available under this Agresment or

applicable law.

()  Timeofrhe Essence. Time is of the essence under this Agresment.
If the last day permited for the giving of any notice or the performance of any act required or
permirted under this Agreement falls ona day which is not a business day, the tme for the giving
of such notice or the performance of such act shall be extended to the next succeeding business

day.

o t) Counrerparis. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which together shall co nstinute
_one and the same instument.

@ Eprire Acreement. This Agreemient contains the entire agreement
of the parties and supersedes all prior oral or written agreements, understandings and .
represeniations 1o the exteat that they relate in any way to the subject matter hereof.

)] Amendments and Wajvers. No amendment of any provision of this -
Agreement shall be valid unless the same shall be in writng and signed by the partdes. No waiver
by any party of any defaul, misrepresentation or breach of warranty or covenant hereunder,
whether intentional or not, shall be deemsd to extend to amy prior or subsequent defauit,
misrepresentation or breach of warranty or covenant hereunder or affect in any way any rights
arising by virtue of any prior or subsequant such occurrence. The tailure of any party to enforce
any right arising under this Agreement on one Or more occasions will not operate as a waiver of
that or any other right on that or any other occasion.
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agresment
as of the day and year first above wriren.

PEGASUS COMMUNICATIONS CORPORATION

LT T wwh/iwé;tf

Name: ~{ -l $ ~ Loy = W.W. Keen Butcher
Tide: § ane P ¥ e Prasidadi

P SREERSEE
Guyon
KB PRIME MEDIA LLC KB COMMUNICATIONS CORPORATION
By: 1’/(/ é(/ Kb—/ W By: /[/ W &QA/ /g,,a/l.z/
W.W . Keen Butcher, Chief Executive W_VW. Keen Buicher, Presxdcm

Officer

~ CHANNEL 24 CORPORATION

o LU Mo ST

W.W. Keen Butcher, President

. Member and President
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N WITNESS mf.mMuwwi duty cxoeuted this Sccond Amendment
to Option Agreenient a3 of the date first written above,

IMTAWMM

PEGASUS commmmno»as CORPORATION

By /S-:I"L_/\_

Name:
Tide:

KB PRIME MEDIA LLC

By
Nae:
Tidde:

1B COMMUNICATIONS CORPORATION

B
Name:
Tids:

CHANNEL 24 CORPORATION

By__
Name:

This

W. W, Kun Butcbar

Guyon Tune

P. 02
P. i




2-
IN WITNESS WHEREOF, the parties hereto have duly executed this Second Amendment
to Option Agreement as of the date first written above.

PEGASUS COMMUNICATIONS CORPORATION

By
Name:
Title:

KB PRIME MEDIA LLC

KB COMMUNICATIONS CORPORATION

By, J?Z%—/

Name: G Lyon £ T rnilr
Title: ‘,ﬁ;‘-‘/ 5 e =

CHANNEL 24 CORPORATION

By% M

itle: ,,/,4{ ﬂn;r/aé_n—'/

W. W. Keen Butcher

W

Guyon Tumer
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IN WITNESS WHEREOF. the paries hereto have duly cxccuted this Sccond Amendment
to Option Agresment as of the date first written above,

PEGASUS COMMUNICATIONS CORIORATION

By
Name:
Tide:

KB PRIME MEDIA LLC

By
Name:
Tide:

KB COMMUNICATIONS CORPORATION

Dy,
Name:
Title:

CHANNEL 24 CORPORATION

Ty L ST

W. W. Keen Butcher

-

Guyon Tumer
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FIRST AMENDMENT TO OPTION AGREEMENT

This First Amendment to Option Agreement is dated as of this 19" day of August,
1998, among Pegasus Communications Corporation (“Pegasus”), W.W. Keen Butcher
(“Butcher”), Guyon W. Tumer (“Tumner”), KB Communications Corporation (“KB .
Communications”), Channel 24 Corporation (“Channel 24") and KB Prime Media LLC
(“KB LLC”) (KB LLC together with KB Communications and Channel 24, collectively
the “KB Companies”).

WHEREAS, the parties hereto have entered into an Option Agreement (the
“Option™) dated as of April 14, 1998, which Option gave Pegasus certain rights to acquire
the KB Companies or some or all of the assets of those companies; and

WHEREAS, in connection with the proposed sale of certain assets related to
WOLF(TV), Scranton. Pennsylvania from a subsidiary of Pegasus to one of the KB
Companies, certain amendments to the Option are desired by the parties:

NOW, THEREFORE, in consideration of the promises and mutual covenants
contained herein and intending to be legally bound, the parties agree to amend the Option
as follows: -

1. Should Pegasus exercise the Option so as to acquire any of the assets of the
KB Companies used or useful in connection with the operation of the
television broadcast station WOLF(TV), located in Scranton, Pennsylvania,
the Option Price as specified in paragraph 3 of the Option with respect to
those assets only shall be computed without the deductions set forth in
paragraphs 3(a)(i)(y) and 3(a)(ii)(y) and with interest calculated monthly
pursuant to paragraphs 3(a)(i)(z) and 3(a)(i1)(z) on the then current amount of
paragraphs 3(a)(i)(x) and 3(a)(ii)(x), respectively, compounded annually.

2. The first sentence of paragraph 6(a) of the Option shall be deleted and be
replaced by the following sentence: "Except as otherwise provided in
paragraph 6(b), the Option shall continue in effect until the later to occur of (i)
10 years from the date of this amendment, or (ii) that date which is 18 months
after Pegasus is released in it its entirety from any obligation to provide
security to a third party lender for the repayment of any Loans made in
accordance with paragraph 1 of this Agreement.”

3. In all other respects, the provisions of the Option remain unchanged and
continue in full force and effect. All terms used herein shall have the
meanings given to them in the Option, unless otherwise specified herein.
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SECOND AMENDMENT TO OPTION AGREEMENT

»

This Second Amendment to Option Agreement is dated as of this 9th day of November,
1998, among Pegasus Communications Corporation (“Pegasus™), W.W. Keen Butcher
(“Butcher”), Guyon W. Turner (“Turner”), KB Communications Corporation (“KB
Communications”), Channel 24 Corporation (“Channel 24") and KB Prime Media LLC (“KB
LLC”) (KB LLC together with KB Communications and Channel 24, collectively the “KB

Companies™).

WHEREAS, the parties hereto have entered into an Option Agreement (the “Option™)
dated as of April 14, 1998, and subsequently amended on August 19, 1998, which Option gave
Pegasus certain rights to acquire the KB Companies or some or all of the assets of those

companies; and

WHEREAS, in connection with the proposed acquisition of television station WFXU-TV,
Live Oak, Florida by KB LLC, certain amendments to the Option are desired by the parties;

NOW, THEREFORE, in consideration of the promises and mutual covenants contained
herein and intending to be legally bound, the parties agree to amend the Option as follows:

1. Should Pegasus exercise the Option so as to acquire any of the assets of the KB
Companies used or useful in connection with the operation of the television broadcast station
WFXU-TV, located in Live Oak, Florida, the Option Price as specified in paragraph 3 of the
Option with respect to those assets only shall be computed without the deductions set forth in
paragraphs 3(a)(i)(y) and 3(a)(ii)(y) and with interest calculated monthly pursuant to paragraphs
3(a)(i)(z) and 3(a)(ii)(z) on the then current amount of paragraphs 3(a)(i)(x) and 3(a)(ii)(x),
respectively, compounded annually.

2. In all other respects, the provisions of the Option remain unchanged and continue
in full force and effect. All terms used herein shall have the meanings given to them in the Option,

unless otherwise specified herein.




THIRD AMENDMENT TO OPTION AGREEMENT

2 /29001 — wWPHT

This Third Amendment to Option Agreement is dated as of this ___ day of
. 2000, among Pegasus Communications Corporation (“Pegasus”), W.W,
Keen Butcher (“Butcher”), Guyon W. Turner (“Turner”), KB Communications
Corporation (“KB Communications”), Channel 24 Corporation (“Channel 24”) and KB
Prime Media LLC (“KB LLC") (KB LLC together with KB Communications and
Channel 24, collectively the “KB Companies”).

WHEREAS, the parties hereto have entered into an Option Agreement (the
“Option”) dated as of April 14, 1998, and subsequently amended on August 19, 1998,
-and on November 9, 1998, which Option gave Pegasus certain rights to acquire the KB
Companies or some or all of the assets of those companies; and

WHEREAS, in connection with the proposed acquisition of television station
WPME-TV, Lewiston, Maine by KB LLC, certain amendments to the Option are desired
by the parties;

NOW, THEREFORE, in consideration of the promises and mutual covenants
contained herein and intending to be legally bound, the parties agree to amend the Option
as follows:

1. Should Pegasus exercise the Option so as to acquire any of the assets of
the KB Companies used or useful in connection with the operation of the television
broadcast station WPME-TV, located in Lewiston, Maine, the Option Price as specified
in paragraph 3 of the Option with respect to those assets only shall be computed without
the deductions set forth in paragraphs 3(a)(i)(y) and 3(a)(ii)(y) and with interest
calculated monthly pursuant to paragraphs 3(a)(i)(z) and 3(a)(ii)(z) on the then current
amount of paragraphs 3(a)(i)(x) and 3(a) (i) (x), respectively, compounded annually.

2. In all other respects, the provisions of the Option remain unchanged and
continue in full force and effect. All terms used herein shall have the meanings given to
them in the Option or earlier amendments, unless otherwise specified herein.



