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<01D SrudyArea Cod€

<015> Study are. Name

<02D Progam Y€ar

<030> Contact Name'Pe6on usAC should contact retardingthit data

<035>
Conrrct Ielephone Number - Nlmber of pe6on id€ntiff.d in dal. liac
<o30,

Contect Emallrddr.rr - Email Addr€ss of perton ideniifi.d in data line
<030>

<039>

<400>

S.l.d from th! drop-down list to indic.t. how you would lil€ lo rrport
voka complalnts (!aro o. gr€ater)tor voicel€laghonyslrvic€ in thc p.ior olfeled onty fixed voice
cal.ndar y€ar for each servic. ar.a in which you are desllnat€d an gIC 60r

any facilities you own, operat!, l.ase, or otherwilc utilira

co.nplaints per 1flD curtom.6 for fixcd voic€ o 0

ComDlaints p€r 1fiD cunon.rt tor mobil€ vdce

s€l.ctfrom the dropdown listto indicate how you would like to repon
€nd-us€r.uiom€r complaints (Ero or 8r€ater) for broadband teMce in

lhe prior (alendar year tor each t€rvice area in which you are desiFated
an ETC for any fa.ilities you own, operat./ leas., or otheMi3e utilir.

offeled oDly fixed bloatlband

Complaints p€r $m cusromers forfix€d broadband 0.0

Compl.int! p.r 1OO cunoln.r5 fo. mobile broadband

<4to>

<42(>

<430>

<45O2
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<ore cdn tn aaas - t a Add.6.a Droil.dift.d 6 d{. liE <aat r* xldn!.ttulttd d
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<016 Stu.ry A,r. Code

<Or5> studyrE l{.m. TRI -COUNTY TEL CO-AR
<020' 20 L'7

<OrO, Cont d ra.r t.rFn US C iEuld cont.cr r.!.dinl lhir .t b ilohn Strode
43s> c!^M T.r.pho^. xuhb..'ti!mb.. olp.en i&n Ldnd.r.Fr<03c) 8?03352345 ext.

John. strode@Ri ttercomnunicar ions . como3$ conbd tDil Addrcrt. Em.il AddE3r ol p.r$n id.^nibd i.d.ra lrm d30>

Complet€ lhe it€mr b€lowto nor€ com pliance with five yEar s€rvi.e qualrtyplan (pursuant to 47 CFR 5 5,4.2021a))and, for privat€lyh€ld carrierr, ensuring

compll.nce wi$ th. frnancial rcpo^int requir€ments !d ionh in 47 CfB 5 54.313(0(2). lfurther certify thatthe infurmation reported on rhir form.nd in

the documents attached b€low i5 eccu.aie.

Pro6resr Repon on 5 Year Plan
c.ri.r..rtifi8 to !4.!13(011){iii){3009)

l30r0a)

(30108)

{3012A)

{30128)

(r013)

(3014,

{301s)

(3015)

(30171

13018,

(3019)

(3020)

(3021)

Mit.non. c€nifotion {47 cFR 6 54.313(rNtXi}}

Plea5. Provrd. An.chfr .nt

N.h. ol An.6.d Document Unin3i.quned

ti.m ol Att.6.d Do<um..t Unlna R.quir.d

conmunrv a.dd hnnuids {47 c'R 5

54.313{fli!){ii}}
Plea! P.dide Att.chcnl

rs vour colnD€nv r Pnv.t.& H.ld ion c.nier {47 cri
5 s4.113(4{2)}

It y.r de3 your @np.ny tile th. iUS .nnual rlporl o
o
o

PL.4 .h..t th€* hox.5 to @nlirh tar rh.
.tt d.d PDF, 6 lin. 3017, .dt.i.t th. r.qun.d
intonr.rion puEu.nt to t 94.313{f)(2) .mpli.n..

E6t@nic copy oi !h.n .nnual Rt S Epo.tj
loFntani R.pqr lorLh.ommuniotion3

Docum.nt{, wth 8.Lm. Sh..i ln@re 5ta:.h..1
.nd i.r.me.t ol c.rh Flet
ll th! r6pon- i3 y.s o. lin. !014 .n.ch yoor

G@p..y! RUs .nnu.t r.pofi .nd .ll rcqoir.d

lI th. r.t!..* is no o.line 3014, b your cmp.ny

f th. E pon* i5 y!5 on lin. 3018, dc.- thctl rh.
bor6 b.bs to qirm your subrnbsion d lin.
3026 ouEu.nt to I 54.313{0{2l, conl.in:
Eth.,. @pyofth.ir.udit d fin.nci.lslit Nnt, or
(2) . lin.n.i.l epon i..lo,mt.omp.EbL to ius
Opcdlinr n pon io. Ll@mhunietiN Bor.oErt
DocuruntG) ld 8.l.ne 5h€el lEo@ St t!m.t
a.d sr.l.mnt of c.rh fld5
M.n.a.m.nt len...ndld audit opinion i3rued br
th. ind.p.n.lent ertili.d publk.e4.r.nt th.r
p.rfo.md th. @mp.ny't linsEEl .udit.
lf th.,.rpon* ir rc on lin.:tola. pbr* th.cl th.
bo!.s b.low to connrh voursubmiesio^ o.lin.
3o26 pu6u.nt to ! 54.!13(f)(2l,.o.t.ini:
copy of rh.n frMftiJ n.t m..r *hid' h.s b...
3ubj.'cr to Bi.w by.i in&p..d.nl ertited plbla(
:Eou .nrj or 2) . lin..ca.l repon in . lomat
rohp...blc ro RUs op.ntinc fi.pon lo,
Tcl@mmlnic.tidi Bo.rcweE
Un.lcrvihl ihfmtion 3ubFct d to . Euew by .n
in.r.p.nd.nt enili.r, pu6lic ac@unt nt

Nam ol 4tt.6.., Dod,mnr Unina R.q!ir.d

tY6/r,ror o o

(3022)

(3023)

(3024) U.&dyinr inlomrion 3lbject d to .n oflic.r

{3025) Docom.nrGl for 3.1.n.. Sh.ct,l..ore Statem.hr
.nd sr.t.rentof C.3h Flows

I

(3025) an.ch th. wortsh..l litting reqlr.d rnlorrorion N.m ol Atr.dEd Do<uMl lBtina R.qot d

{m3t into, eB 6,rl}rddm. r D..,ffibi
ol.! 6d e. a*/orE(4d&. rEorre

o

E

E

E
E
E
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<o2o>

Cont..t N.me - P.rbn USAC ahould co.t.ct ..g.,.li A thit d.t
id.ntified in data lin. <030>

Contact Email Addr.si - tmail Address p.rron id.ntifed indata li.. <030>

aurhon!.d Runl B@db.nd Expeim.nt (RBE) r..ipi.nlr fru.t.ddr8r the.enfrcation lor publt int.r$t oblrgatio.s, prcvid.. lEt of .ryly 5.d.d
.ommunty anchor inntution5, and piovidE . l6t of lGations wh..e br@db.nd ha! b..n d.ploY.d

Puulc lnlr6t Otllrdoll. - FCC tarE (P-ir.rlE 2C29, 74
Pt .t ..ldrcB Um ircO1 ,.8.rdina compn3n . Niith th. Cmmi$iodr publa in!.r.i obltatbnr. Alt Itt P.ni.ipantt mun p@irr. a r..Pon . to Un. iOOl.

rml. R.ripi€nt ..rnfiB th.t it is off.ring bro.db.nd to th. idenlifi.d lo.ato.t meerrq th. r.qotrf. publac

int.r.d oblig.tbG @Eirt nt trth th. c.t.!o.y tor whkh they w.r. r.lcl!d, rmlldiha b,o.db.nd tp..d,
lat.nc, urg. c.p..rty,.nd..terth.l.r. re.tonlbhcompa6bl. to rates ,o, .omP. r. bl. offeri43 h urb.n

aOO5 Rural Bro.dband Erpdloenl

Conmrrnily Andor lnilitutlons - FCC r4-9E {pr.ghph ,9)

/{tr:!.. RAt p.nkip.rts Dqn prcvid. th. num!.r, Em.t, .hd add..ser ot coinfiunity .mhor institutbN to
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Five-Year Network ImDrovement Plan Prosress Reoort For
Tri-County T one Co.. Inc.

ln ils LISF/ICC Transformation Order and subsequent Orders, the Federal

Communications Commission ("FCC" or "Commission") required Eligible Telecomnunications

Carriers ("ETCs") to submit a five-year build-out plan in a manner consistent with Section

5a.202(a)( 1)(ii) of the Commission's Rules and to submit annual progress reports thereafter.l

Tri-County Telephone Co., Inc. ("Tri-County" or the "Company") is a rate-of-retum carrier ETC

and hereby submits its annual progtess report covering progress made during 2015 on the initial

five-year network improvement plan submitted in 2014.

Pursuant to 47 C.F.R. $ 5a.313(aX1), recipients should submit "[a] progess report on its

five-year service quality improvement plan pursuant to $ 54.202(a), including maps detailing its

progress towards meeting its plan targets, an explanation ofhow much universal service support

was received and how it was used to improve service quality, coverage, or capacity, and an

explanation regarding any network improvement targets that have not been fulfilled in the prior

calendar year. The information shall be submitted at the wire center level or census block as

appropriate. Accordingly, Company hereby provides the following required elements of its

progress report for 201 5 to satisff Form 481 reporting obligations.

I 
See Connect America Fund; A National Broadband Planfor Our Future: Eslablishing Just and Reasonable Rqtes

for Local Exchange Carriers: High-Cost Llniversal Senice SuPPort; Developing a Unified Inlercarrier

Compensation Regime; Federol-Stqte Joint Board on lJniversal Service: Lifeline and Link-Up; Universql Serf ice

Reforn-Mobility Fund; WC Docket Nos. lO-90, 07-135, 05-337, 03-109, CC Docket Nos. 0l-92, 96-45' GN

Docket No. 09-51, WT Docket No. lO-20E, Report and Order and Fwther Notice of Proposed Rulemaking, FCC I I -

6l (rel. Nov. 18,2011) (USF/ICC Transformalion Order) atPara.587; pers. for review denied, Direct Comm. Cedar

Valley, et al v. FCC 1/-/6/, No. I l -9900 s/ll/l l-9 (lOth Cir. filed May 23,

2014); see also Connect Americq Fund el a/., WC Docket lO'90 a ql., Order' DA 12- 147 (rel. Feb. 12,2012\ at

Para. 5 (amending Section 54.313(aXl) to clariry this requirement); Connect Americq Fund et al, WC Docket l0-90

e, a/., Third Order on Reconsideration, FCC l2-52 (rel. May 14,2Ol2) at Para. l0 (changing the filing deadline for

the annual reports fiom April I to July l); Connect America Fund et al., WC Docket 10-90 et ql., Order, DA l3-332

rel. Mar. 5, 2013\ ('March 5, 2013 Ordef') at Para's. 4, 6-9. Delaying Five-year Plan until July 1,2014 see WC(
Docket No. l0-90, Order, DA l3- 1l15, Para.8 (released May 16,2013).
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A. 2015 Five-Year Plan Progress Report

The Company hereby reports that for 2015, it has made the following progress on

meeting targets specified in its five-year network improvement plan and that during 2015, it has

used the amount of USF, specified under Section B below, solely for which the support was

intended. Details regarding the progress are contained in Appendix A and Appendix B'

Appendix A reflects the major network improvement projects for the calendar years

2015 through 2019, along with the start and completion dates, status/progress of the projects,

areas and population associated with those projects, total projected capital expenditures, and the

2015 actual capital expenditures.

The first table in Appendix B included herein specifies the capital expenditures (projects)

in Appendix A, by Part 32 account, for calendar year 2015' Specifically, the table shows the

2015 capital expenditures as filed July 1,2015, the 2015 actual capital expenditures, and the

difference.

In the second table of Appendix B, the projected operating expenses are provided for

calendar year 2015, including depreciation expense for both embedded plant investment and for

capital expenditures, which begins when the capital expenditures are projected to be placed into

service. Specifically, the table shows the 2015 operating expenditures as filed July 1,2015, the

2015 actual operating expenditures, and the difference.

B. The Amount of Universal Service Support Received by the Company

Tri-county Telephone co., Inc. received a total of  in high cost universal

service support C'USF") in 201 5 through the following mechanisms:

o  for Interstate Common Line Support ("ICLS");
o   for High Cost Loop Support ("HCLS");
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a   for ICC CAF Support.

C. How USF was Used to Improve Service Quality' Coverage and Capacity

Section 254(e) of the Communications Act of 1934, as amended requires ETCs to use

Universal Service support C'USF") "only for the provision, maintenance, and upgrading of

facilities and services for which the support is intended."2 Essentially, under the existing rules

and processes, the federal USF received by the Company and other incumbent rural telephone

companies are, in fact, an integral part of the recovery of expenditures of rural incumbent local

exchange carriers incurred in the provision, maintenance and upgrading of their provision of

facilities and services for which the USF is intended. Accordingly, company's progress report

demonstrates how the Company has used USF not only for improvements and upgrades, but also

for the provision and maintenance of the facilities and services to which the support was

intended.

The Form 481 Instructions require ETCs to indicate that a company's progress report

quantifies how much USF was received for its service area and that the USF is broken out separately

by the amount spent on capital expenses and the amount spent on op€rating expenses.' Pursuant to

these instructions, the Company hereby reports that for calendar year 2015, the Company spent

 in CapEx and  in OpEx to improve service quality, coverage and/or

capacity through the projects identified in Appendix A. Details regarding these expenditures

can be found in Appendix B.

'?az u.s.c. S zsl(e).

3 Instsuctions for Completing FCC Form 481, OMB Conrol No. 3060-0986 (High-Co$), OMB Control No. 3060-

OBl9 (Lowlncome), November 2015, Line I 14.

Five-Year Plan and Progress Report

40l726arll2.pdf
Page 3
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While the total amount of these expenditures exceed the amount of federal USF received in

2015, there is no correlation between these expenditures and the amount of USF that the

Company received in 2015. USF disbursement received by the Company and other rural

incumbent local exchange companies is divided into three main categories: Interstate Common

Line Support ("ICLS"); High Cost Loop Support ("HCLS"); and CAFICC Support ("CAI-

rcc").

The ICLS received in 2015 was based on annual projected data submitted by the

Company in March 31,2014, which is subject to an annual true-up process based on actual data

that will be submitted on December 31,2016, for the previous calendar year (i.e.,2015)' Like

ICLS, CAF-ICC support was also based on projected demand submitted on July l, 2014, which

is subject to an arurual true-up process based on actual data submitted on July 1, 2015, for the

previous tariff year (i.e. July 1,2014 through June 30, 2015). Further, HCLS received by a rural

LEC in 2015 was based on December 31, 2013 financials. Quarterly updates could then be

based on March 31, 2014, June 30,2014, and September 30, 2014 financials.

D. Maps Depicting the Company's Network Progress

Attached to this progress report as Appendix C is Company's maps depicting the extent

of the Company's network within its service area and detailing progress on the specific projects

contained in its five-year plan.
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E, Network Improvement Targets Not Met

The following projects that were projected to be completed in 2015 were not completed

as other capital projects were deemed a higher priority than those that were planned for 2015:

ACCOUNTNO. DESCRIPTION 2OI5PROJECTION 2015 COMPLETION

2121

2210

2410

BUILDINGS

SWITCHING EQ

CABLE & WIRE FAC
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In establishing this certification in its 2005 ETC Order,t the FCC found that an

ETC must make "a specific commitment to objective mgasures to protect consumers." 2

The Commission found that for wireless ETCs, compliance with CTIA's Consumer Code

for Wireless Service would satisfu this requirernent" and that the sufficiency of other

commitments would be considered on a case-by-case basis.l ln this context, the FCC

stated, '1o the extent a wireline or wireless ETC applicant is subject to consumer

protection obligations under state law, compliance with zuch laws may meet our

requirement.'{

Tri-County Telephone Company, Inc. ('Company') hereby certifies that it is

complying with applicable service quality standards and consumer protection rules. The

Company is subject to consumer protection obligations under state law. These

obligations include, but are not limited to, the following:

(1) filing a Local Exchange Tariff pursuant to the requirernents of the Arkansas

Public Service Commission (APSC) which disclose rates, terms and conditions of service

to customers;

(2) consumer protection requirements governing telephone providos which

require adherence to APSC's Telecommunications Providers Rules governing service

supplied by Telephone Providers (IP). The basic utility obligations include: (a) Each

I Federal-State Join Board on IJniversal Sen ke, CC Docket No. 96-45, Report ard Ord$, FCC 0546 (tet. MaI.
t7,2005) (*2005 EI'C Ordet').
2 Id. atpaft.28.
3 Id. The FCC noted that urde! the CTIA Corsumer Code, wireless carriers agree to: "(1) disclose rates and terms of
service to customers; (2) make available maps showiog where service is generally available; (3) provide contract
tenns to customers and codrm changcs in service; (4) allow a trial period for trew service; (5) prodde speciiic
disclosures il advenising; (6) separately idcntify carrier charges &om taxes oo billiag stateEeats; (7) provide
custoDrors the right to terminate service for changes to contlact terms; (E) provide ready access to customer service;
(9) promptly respoud to cotrsumer inquiries and complaints received from goverD.Eent ageacies; and (10) abide by
policies fo! protectioo ofconsumer privacy." Id. att7l.
' Id. att .72.
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telephone provider shall provide all services and offerings on a continuous 24 hour basis.

For example: (i) Local and toll switched or non-switched oircuits and functions. (ii)

Equipment or personnel to receive customer trouble reports; and (iii) Emergency repair

service. Each TP shall operate and maintain its entire system so that service is safe,

adequate, and reliable. Each TP shall inspect its entire system as necessary to have a

reasonable knowledge of the system's condition at all time.

(3) In accordance with APSC Rule 2.01.8, E. futter Telephone Company

provides the following information in the Customer Information section of its directory

(Pages 3 - 13 ofthe 2013 Directory):

(a) A list and description of all rates for basic local exchange access

service and any discounts which would apply to that service;

(b) All bitling plans and options available to the customer;

(c) A summary of nrles and procedures for the payment, refund, and

guarantee ofdeposits;

(d) A summary of billing rules and procedures;

(e) An itemized bill description, ifnot shown on the bill;

(f) Procedures for verifring the accuracy of a bill;

(g) A description of any automatic adjustnent charge;

(h) A summary of the rules and procedures for paying bills to include

payments made to authorized payment agents;

(i) A summary of the delayed payment agreement rules and procedures -
information on delayed payment agreements shall say that a customer who is

CONFIDENTIAL INFORMATION-SUBJECT TO PROTECTIVE ORDER BEFORE THE FEDERAL COMMUNICATIONS COMMISSION 
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having difficulty payng a LEC bill may, if qualified, make payments in

installments;

O A summary of the rules and procedures for suspensiorl reconnectioq

and termination of service;

ft) The options available to customers to avoid shut-offof service when a

customer is away for an ext€nded period;

(l) A srmrmary of the rules and procedures for giving someone else notice

before shutting off a customer's service (fhird-Party Notification procedures);

(m) A summary of the rules and procedures for helping households avoid

shut-off when there is a serious medical conditiorl elderly customer, or custom€r

who is an individual with disabilities;

(n) The local and/or toll-free telephone numbers, 8nd a statement that the

customer may contact the LEC for a list of authorized payment agents in the

custom€r's Srea;

(o) Procedures for making a complaint to the LEC and the APSC;

G) Toll-free and local telephone numbers of the APSC and the mailing

and street address ofthe APSC;

(q) A statement that these Rules are available through each LEC's

business office.

Customer billing guidelines set forth in APSC Telephone Providers Rules Section 5 Billing

state that each bill shall contain the following information:

1. Name and telephone number or identiffing number under which service is billed;

2. The begtrning and ending dates ofthe billing period;
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3. The net amount of all payments and other credits made to the account during ttre billing

period;

4. Any previous balance due;

5. The amount of any "late payment charge" and an explanation ofwhen it will apply

6. The date the bill was mailed;

7. A list of all charges or credits, including: a) Deposit installments; b) Deposit refunds; c)

Automatic adjustmetrts; d) Customer or minimum charges; e) Taxes, listed by kind; f)

Charges for other utility service; g) Charges for non-utility merchandise, service or

equipment; h) Basic service; i) Federal e'nd user cornmon line charge j) Equipment; k)

Custom calling services.

8. If a LEC uses industry-specific abbrwiations for terms that explain the billing, it shall

identi$ them on the bill;

9. A statement that the customer may contact the LEC about any problern with billing or

service, or for a delayed paymant agreernent. The statement shall include an address and

a telephone number where customers can call the LEC without charge.

ln addition, the Company is subject to consumer protection obligations under state law relating

to truth-in-billing requirements, CPNI, Red Flag Rules and other applicable federal and state

requirernents governing the protection of customers' privacy.
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Tri-County Telephone Co., Inc. (The Company), hereby certifies that it is able to

function in emergency situations as set forth in $54.202(aX2).r The Company's network

is designed to remain functional in emergency situations without an extemal power

source, is able to reroute tralTic around damaged facilities, and is capable of managing

traffic spikes resulting fiom emergency situations as required by Section 5a.202(a)(2).

The Company can change call routing translations as needed to reroute traffic around

damaged facilities. Changing call routing hanslations will also allow the Company to

manage tralfic spikes throughout its network, as emergency situations require.

Specifically, each central office building is supplied with standby generators and

battery back-up that enable the central office lo keep running until power is restored so

long as fuel is available, or until system changes are made to reroute traffic. The

Company has battery backup at all office locations and in its electronic equipment sites.

Length of run time is determined by the equipment serving the area and the number of

customers working out ofthe equipment. Generators are installed at all Central Office

locations. They will continue to run as long as the Company has access to fuel for

generators.

Section 54.202(aX2) requires ETCS that are designated by the Commission to "demonstrate its ability to remain

functional in emergency situations, including a dcmonstration that it has a reasonable amount ofback-up power

to ensure filnclionality without an extemal power source. is able to reroute falfic around damaged facilities, and

is capable ofmanaging traffic spikes resulting from emergency situations."
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Name: Tri-County Telephone Company, lnc.

SAC: 401726

SPIN: 143002275

TINE 1010 - VOICE SERVICE RATE COMPARABILITY

Tri-County Telephone Company, lnc.'s fixed voice service is  which is below the urban floor rate

of S21.93. Therefore, Tri-County Telephone ComPany, lnc. 's fixed voice service is not more than two

standard deviations above the national average.
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ARKANSAS PUBLIC SERVICE COMMISSION

Section V

1d Revised Sheet No. -O Replacing Original Sheet No. 6

ALL EXCHANGES

TRI.COUNTY TELEPHONE COMPANY

LOCAL EXCHANGE SERVICE (Cont'd)

(cr)

(AT )

(AT)

14. LIFELINE

'14.1 SeMce

Lifeline Servic€ is a seMce offered to c€rtain qualified residential cuslomers of the
Company. This service provides for a discount from the local access rate charged
by the Company.

Lifeline Service is a seMce offered to certain qualmed residential customers of the
company. This service provides for a discount from the local access rate charged
by the Company.

The Company will also seek a waiver to the maximum amount authorized by the
Federal Communications Commission ('FCC") of the federal customer line charge
("SLC") to be applied under its approved lifeline plan.

14.2 Qualification

Lifeline Service is available only to Food Stamp, federal public housing assistance
or Seclion 8 programs, Low lncome Home Energy Assistance Program, Medicaid
(including Supplemental Security lncome), Aid to Families with Dependent Children
recipients, recipients of Temporary Assistance to Needy Families, participants in
the National School Lunch's free lunch program, or families whose household
income falls below 135% of the Federal Poverty Guidelin€. A directory listing (if
desired) and billing for Lifeline Service will only be provided in the name of and at
the address of the certified recipient.

Lifeline Service customers will self c€rtify on an annual basis that they continue to
be eligible for this service.

14.2.1 Th€ customer will certify under penalty of perjury that the information supplied at
the time of application for Lifeline seMce is accurate. The Company will obtain suflicient
documentation from the customer to verify that the customer qualifles for Lifeline and an
officer of the Company will certify that the Company has procedures to review the
application of Lifeline Service in accordance with 47 U.S.C. Part 54.

Effective: June 22, 2005By: Bob Mouser, President
Tri-County Telephone Company

(( T)

401726AR12'10

lssued:
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Section V

't( Revised Sheet No.7 Replac€s Original She€tNo.7

ALL EXCHANGES

TRI-COUNTY TELEPHONE COM PAI.IY

LOCAL EXCHANGE SERVICE (Cont'd)

4017264R1210

14.3 Rates

The amount of the Lifeline Service discounted rate, which will be deducted trom the
normal residential access rate is as follows:

(CT) One-Party Residential$2.7s

The above amount will be in addition to any reduction in the SLC by the FCC.

By: Bob Mouser, President
Tri-County Telephone Company

lssued: Effective: May 10, 2012
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Tri-County Telephone Co., Inc. (SAC 401722)

Response to Line 3010 - Milestone Certilication (47 CFR $54.313(fXlXD)

Tri-County Telephone Co., Inc. hereby certifies that throughout 2015, it took reasonable

steps to provide upon reasonable request broadband service at actual speeds ofat least l0 Mbps

downstream/l Mbps upstream, with latency suitable for real-time applications, including Voice

over Internet Protocol, and usage capacity that is reasonably comparable to comparable offerings

in urban areas and that requests for such service are met within a reasonable amount oftime. Ifa

request for broadband service at actual speeds ofat least l0 Mbps downstream/l Mbps upstream

is unreasonable, and oflering broadband service at actual speeds of at least 4 Mbps

downstream/l Mbps upstream is reasonable, the Company offers broadband service at actual

speeds of at least 4 Mbps downstream/ I Mbps upstream.
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E. RITTER COMMUNICATIONS HOLDINGS, INC,

Consolidated Financial Statements

December 31, 2015 and 2014

(With Independent Auditors' Report Thereon)

401726a13026.pdf
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XHG TI-P
TrEd C6nto lll
Su[e 450
6070 foplar Avenue
Memph6,TN 381193901

Independent Auditors' Report

Board of Directors and Shareholder
E. Ritter Communications Holdings, lnc.:

Report on the Financisl Statements

We have audited the accompanying consolidated financial statements ofE. Ritter Communications Holdings,

lnc. and subsidiaries, which comprise the balance sheets as of December 31, 2015 and 2014, and the related

consolidated statements ofoperations and retained eamings, comprehensive income and cash flows for the

years then ended, and the related notes to the consolidated financial stalements.

Management's Responsibility for the Financial Statemenls

Management is responsible for the preparation and fair presentation of these consolidated financial

stalements in accordance with U.S. generally accepted accounting principles; this includes the design,

implementation, and maintenance of inlemal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstalement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audils.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether lhe consolidated financial statements are free from material misslatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

consolidated financial statemenls. The procedures selected depend on the auditors' judgment, including the

assessment of the risks of material misstatement of the consolidated financial statements, whether due to

fraud or enor. In making those risk assessments, the auditor considers intemal control relevant to the entity's
preparation and fair presentation ofthe consolidated financial statements in order to design audit procedures

tha1arc appropriate in the circumstances, but not for the purpose ofexpressing an opinion onthe effectiveness

ofthe entity's intemal control. Accordingly, we express no such opinion. An audit also includes evalualing
the approprialeness of accounting policies used and the reasonableness of significant accounting estimates

made by management, as well as evaluating the overall presentation ofthe consolidated financial statements.

We believe that the audit evidence we have obtained is suflicient and appropriate to provide a basis for our

audit opinion.

(PM6 rrP '. . O.L{r. k !d r.ufi olEdrP,
n!. U S trsrlb.r tm ol (PMG lnr.rdtdl C@Pr.re
rxPMG rddrtrxl'l.. S 36nl,
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IETTM

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material rcspects,

the financial position ofE. Ritter Communications Holdings, lnc. and subsidiaries as of December 31,2015
and 2014, and the results of its operations and its cash flows for the years then ended in accordance with
U.S. generally accepted accounting principles.

t<b,"1c= te
March 3 l, 2016

2

CONFIDENTIAL INFORMATION-SUBJECT TO PROTECTIVE ORDER BEFORE THE FEDERAL COMMUNICATIONS COMMISSION 
REDACTED - FOR PUBLIC INSPECTION



E. RITTER COMMUNICATIONS HOLDINGS, INC.

Consolidated Balance Sheets

December 31,2015 and 2014

401726a13026.pd|

2011Assets

Cufient assets:
Cash and cash equivalents
Accounts receivable, net
Inventories
Deferred income taxes
Repurchase agreement
Due fiom amliates
Other

Total current assets

Noncurrent assets:
lnvestments
Goodwill
Other intangible assets

Total noncurrent assets

Property, plant and equipment - net

Lirbililies rtrd Stockholder's Equity

Cunent liabilities:
Accounts payable
Due to afEliates
lncome taxes payable to E. Ritter & Company
Current maturities of capital lease obligations
Current maturities of long-term debt
Advance billings
Other

Total cunent liabilities

Long-term liabilities:
Capital lease obligations
Long-term debt
Defered income taxes
Advance billings
Other

Total long-term liabilities

Stockholder's equity:
Common sto€k,     authorized and issued
Additional paid-in capital
Retained eamings
Accumulated other comprehensive loss

Total stockholder's equity

See accompanying notes to consolidated financial statements.

2015
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E. RITTER COMMUNICATIONS HOLDINGS, TNC.

Consolidated Slatements of Operations and Retained Earnings

Years ended December 3l, 2015 and 2014

20t 5

101726a(3026.pdf

2014

Revenue:
Communications revenue
Management services to related parties
Other

Total operating rcvenue

Cost ofsales

Gross profit

Operating expenses :

Operating expenses
Depreciation and amortization
Managemenl services llom related parties

Total operating expenses

Operating income

Other income (expense):
Gain (loss) on sale of assets
lnterest income
Intercst expense
Other

Total other income (expense), net

Income before income taxes

Provision for income taxes

Net income

Retained eamings:
Beginning ofyear
Dividends

End ofyear

See accompanying notes to consolidated financial statements.

4
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Net income

Other comprehensive income (loss), net oftax:
Unrealized holding gains (losses) arising during period
Unrealized loss on interest rate swap

Other comprehensive income (loss)

Comprchensive income

See accompanying notes to consolidated financial statements.

E. RITTER COMMUNICATIONS HOLDINGS, INC.

Consolidated Statements of Comprehensive lncome

Years ended December 31, 2015 and 2014

2015

101726aA026.pd1

2014
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Consolidated Statements of Cash Flows

Years ended December 3l, 2015 and 2014
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2015

Cash flows from operating activities:
N€t income
Adjustments to reconcile net income to net cash provided by

operating activitics:
Noncash operating activities:

Deprecialion and amortization
Deferred income taxes
Uncollectible op€rating revenues
Gain on sale ofinvesunents
Loss (gain) on sale ofassets
Loss on debt refinance
Share-based compensation
Changes in assets and liabilities:

Accounts receivable
Inventories
Other assets
Accounts payable and due to/from affiliates
Income taxes
Advanced billings
Other liabilities

Net cash provided by opcrating activities

Cash flows from investing aclivities:
Purchase of inYestments
Proceeds from sale of investments
Change in repurchase agreemcnt
Proceeds ftom sale ofproperty, plant and equipment
Additions to irtangibles
Additions to property, plant and equipmenl

Net cash used in investing activities

Cash flows from financing activities:
Payment of dividends
Payment of capital lease obligalions
Proceeds from long-term debt
Payments on long-term debt
Loan costs

Net cash provided by (used in) financing activities

Nel decrcase in cash and cash equivalents

Cash and cash equivalents:
Beginning ofyear

End of year

Supplemental cash flow disclosures:
Intcresl paid, net ofcapitalized interesl
Income taxes paid (refunded)

See accompanying notes to consolidated financial slatements
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O) Organization and Summary of Significant Accounting Policies

(a) Organization

E. Ritter Communications Holdings, lnc. (RCH or the Company) is a wholly owned subsidiary ofE.
Riner & Company (ERC or the Parent).

(b) Connunications(Regulated)

The Company, through is wholly owned subsidiaries, E. Ritter Telephone Company (RTC) in Marked
Tree, Arkansas (with   access lines in service at December 31, 2015 and 2014,
respectively), Tri-County Telephone Company, Inc. (TCT) in Everton, Arkansas    

access lines in service at December 31, 2015 and 2014, respectively) and Millington Telephone

Company, lnc. (MTC) in Millington, Tennessee (with  access lines in service at

December 31, 2015 and 2014, respectively) provides local sewice, network access, long-distance and

other communications products and services to businesses and individuals in portions ofNortheastern
Arkansas and Newton, Boone, Canoll, and Searcy Counties in Northwest Arkansas and portions of
Fayette, Haywood, Shelby and Tipton counties in West Tennessee.

The Company's telephone operations aI RTC, TCT and MTC are regulated in nature and their
telephone accounting records are maintained in accordance with the rules and regulations of the

Arkansas Public Services Commission (APSC) for RTC and TCT and the Tennessee Regulatory

Aurhority (TRA) for MTC, which substantially adhere to the rules and regulations of the Federal

Communications Commission. The Company's regulated operations are subject to the provisions of
Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 980,

Regulated Operatioru. The Company's regulated operations are subject to the provisions ofregulatory
accounting under which actions by regulators can provide reasonable assurance of the realization of
an asset, reduce or eliminate the value ofan asset and impose a liability on a regulated enterprise. Such

regulatory assets and liabilities are required to be recorded and, accordingly, reflected in the

consolidated balance sheets ofan entity subject lo regulatory accounting.

(c) Cornnanicutions(Non-Regulated)

The Company, through its wholly owned nonregulated subsidiaries, genentes revenue from
nonregulated communications activities by (l) providing long{istance telephone services, (2)
providing local and high speed data service to business customers, (3) providing cable television
sewices, (4) providing residential high speed data service, (5) selling and leasing noffegulaled
equipment through the regulated telephone companies and (6) selling and leasing telephone equipment

to businesses.

(d) Consolidation

These statements present the consolidated financial information ofthe Company and its wholly owned

subsidiaries. All intercompany accounts and transactions have been eliminated in the consolidated
financial slatemenls, excluding transactions with the Company's regulated entities. The Company's
regulated entities have the abilify 1o recover a portion oflheir costs through the regulalory process and

the Company's transactions with these regulated entities have nol been eliminated due Io the

application ofregulatory accounting at these entities.

7 (Continued)

E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 31, 2015 and 2014
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 31, 2015 and 2014

(e) Use of Estimales

The preparation of consolidated financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and

assumptions that affect the amounts of assets, liabilities, revenues and expenses, and disclosure of
contingent assets and liabilities. The estimates and assumptions used in the accompanying

consolidated financial statements are based upon management's evaluation of the relevanl facts and

circumstances as ofthe dale ofthe consolidated financial statements. Actual results realized may differ
from these estimates.

(D Cash and Cash Equivalents

The Company considers all highly liquid short-term investments purchased with a maturity of three

months or less to be cash equivalents.

@ Accoants Receivable

Accormts receivable are stated at the historical carrying amounts, net of write-offs and allowances for
doubtful accounts. The allowance for doubtful accounts reflects the Company's best estimate of
probable losses inherent in the Company's receivables determined onthe basis ofhistorical experience,

market conditions, current trcnds and any specifically idenlified customer collection issues.

Uncollectible accounts are wdtten off when a settlement is reached for an amount that is less than the

ousranding historical balance or when the Company has determined that collection ofthe balance is

unlikely. At December 31, 2015 and 2014, the Company had allowances recorded of  
espectively.

(h) Inveslments

The Company's investments primarily consist of slocks for which there is no ready market, which are

slated at cost

(i) Inventories

Inventories are valued at the lower ofcost (determined using average cost method) or market, except

for copper wire and fiber optic cable inventories, which are valued at the lower of cost (determined

using specifi c-identifi cation method) or market.

(l Goodwill and (hher Intangible Assets

Goodwill represents the excess of the purchase price over the fair value of net assets (including

separately recognized intangible assels) acquired. Goodwill and other intangible assets with indefinite
lives are not amortized but are reviewed al least annually for impairment. Management reviews the

estimated fair market value to determine whether it's more likely than not that the fair value of a
reporting unit is less than its carrying amounl. This review considers the macroeconomic conditions
in the industry, the market considerations of the business unit, cost factors and the overall financial
performance ofthe business unit. Based on this review, no impairment charges have been recorded.

Inlangible assets thal have finite lives are amortized over their estimaled useful lives.

8 (Continued)
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Slalemenls

December 31, 2015 and 2014

(h) Prcperly, Plant and Equipnent

Property, plant and equipment are stated at original cost, including general overhead capitalized and
an allowance for funds used during construction. For financial reporting purposes, the Company
provides for depreciation using staight-line composite rates over the estimated useful lives of the
assets for nonrcgulated property and mass asset accormting for regulated property.

When regulated property is retired, the original cost, net of salvage, is charged against accumulated
depreciation; no gain or loss is recognized on the disposition ofthis plant. When noffegulated property
is retired, the cost of the property and the related accumulated depreciation are removed fiom the
consolidated balance sheets, and any gain or loss on the transaction is recorded. The cost of
maintenance and repairs, including the cosl of replacing minor items not affecting substantial
betterments, is charged to maintenance expense as incurred.

(l) Long-Lived Assas

The Company reviews the carrying value of its longlived assets, other than intangible assets with
indefinite lives, for impairment whenever events and circumstances indicate thal the carrying value of
an assel may not be recoverable from the estimated frrture cash flows expected to result from its use

and eventual disposition. When undiscounted expected future cash flows are less than the carrying
value, an impairment loss is recognized equal to an amount by which the carrying value exceeds the
fair value ofthe asset. The faclon considered by the Company in performing this assessment include
curent operating results, trends and prospects, as well as the effects of obsolescence, demand,
competition and other economic factors.

(m) Defivative Instaments and Eedging Actieilies

The Company seeks to manage interesl cost using both fixed rate and vadable rate debt. To manage
this risk in a cost efiicient manner, the Company may enter into interest rate swaps in which it agrees
to exchange with a counterparty, at specified intervals, the difference between fixed and variable
interesl amounts calculated by reference to an agreed-upon notional principal amount. Change in the
fair value of a derivative that is highly effective and that is designated and qualifies as a cash flow
hedge are recorded in other comprehensive income until such time that the loss or gain on the hedged
item is recognized.

ln 2015, the Company adopted FASB Accounting Standards Update (ASU) 2014-03 - Derivarives
and Hedging (Topic 815)'. Accountingfor Certain Receive-Yariable, Pay-Fixed Interest Rare Swaps -
Simplified Hedge Accounting Approach, which allowed the Company to follow a simplified approach
to identiry ifthe interest rale swaps qualified as cash flow hedges. The adoption of this standard in
2015 did not have a material impact on the Company's consolidated financial stalements.

(n) Income Taxes

Income taxes are accounted for using the asset and liabilify method. Deferred taxes are recognized for
the tax consequences oftemporary differences by applying enacted slatutory rates applicable to futwe
years to differences between the financial statement carrying amounts and the tax bases of existing
assets and liabilities. The Company is included with its Parent in filing consolidated federal and state
tax retums. Income tax expense is calculaled on a separate retum computational basis.

9 (Continued)
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 31,2015 and 2014

(o) Share-BasedPaymcnts

The Company has a share-based employee compensation plan, consisting of liability classified stock

appreciation rights, which is described more fully in note 12. Compensation cost is recognized for
stock appreciation rights using an intrinsic value-based method over the requisite service period.

(p) Ret'enue Recognition - Network Access and Long-Dislance Set emenls

Revenues are recognized when eamed and are primarily derived from usage of RTC's, TCT's and

MTC's local exchange networks and facilities. RTC, TCT and MTC accrue unbilled revenues eamed

from the date ofthe customers' last billing to the end ofthe accounting period. Certain toll and access

service revenues are estimated under cost separation procedures that base revenues on culrent
operating costs and investmenls in facilities to provide such services. Longdistance revenues (resale)

are recorded for amounts billed to customers and reimbursements to interexchange carriers for
providing these nonregulated services are recorded as a component ofcost ofsales.

RTC, TCT and MTC also pafiicipate in revenue pooling arrangements with other local service
providen. Such pools were funded by local interexchange carriers and other providers of
telecommunications services. Settlemenls with these revenue-pooling arrangements are subject to
retroactive adjustments fiom the pool members. The impacts ofthese adjustments are recorded in the

period in which they are reported to the applicable pool administator. During 2015 and 2014, the

Company recorded out-of-period pooling adjustments    
 , in network access revenue.

(q) Rewnue Recognition - Cable

Cable revenues are principally derived from subscriber fees for Ritter Cable Corporation's (RCC),

TCT's and Millington CATV, lnc.'s (MCATV) video and high-speed Intemet and are recognized as

revenues as the services are provided. Under terms of the franchise agreements, RCC, TCT and

MCATV are required to pay up to 5olo of the gross rcvenues eamed from providing cable services

within the local fianchise areas. These fees are normally passed through to cable subscribers and are

not classified as part of revenues.

(r) Comprehensive Income

Comprehensive income is defined as the change in equity during a period related to transactions and

other events and circumstances from nonowner sources. lt includes all changes in equity during a
period except those resulting from investments by owners and distributions to owners. The difference
between net income and comprehensive income is attributable to the adjustments to the fair value of
interest rate swap (net oftaxes) and the unrealized gairs and losses (net oftaxes) related to investment

in securities.

l0 (Continued)

The Company recognizes tax positions that are more likely than not to be sustained. The Company has

determined that it does not have any significant unrecognized tax benefits as of December 3l, 2015

and 2014. Years ending on or after December 31, 2012 remain subject lo examination by federal and

stale authorities.
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E. RIT'TER COMMUNICATIONS HOLDINGS, INC,

Notes to Consolidated Financial Statements

December 31, 2015 and 2014

(s) SubsequerrtEverrts

The Company has evaluated the effect subsequent events would have on the consolidated financial
statements through March 31,2016, which was the date the consolidated financial statements were
available to be issued.

(2\ Inventories

Inventories at December 3l consist ofthe following:

Regulated
Nonregulated

(3) Investments

lnvestments at December 3l consist ofthe following:

Stocks carried at cost:
CoBank Stock   and allocated equity
RTFC stock and allocated equity
NECA Services, Inc.  
Associated Network Partners, Inc.  
Rasomet, Inc.

(4) Fair Vrlu€s of Assets and Liabilities

The Company has estimated the fair value of its financial instruments using available market information or
other appropriate valuation methodologies. Considerable judgment, however, is required in inlerpreting
markel data to develop certain estimates of fair value. Accordingly, certain estimates are not necessarily
indicative ofthe amounts that the Company would realize in a curent markel exchange.

The carrying value of cash and cash equivalents, accounts receivable, repurchase agreement, accounts
payable and due tolfrom affiliates approximates fair value because ofthe short maturity ofthose instruments.
The fair value of the Company's debt is based on discounted cash flow analysis using the Company's
incremental bonowing rate for similar types of borrowing arrangements and was approximately

     at December 31, 2015 and 2014, respectively.

The FASB's slandard for fair value accounting applies when entilies are required to use fair values for a

particular instrument or for which they have chosen to use fair values. Fair value is defined as the price that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. Assumptions, or inputs, that market participants would use in pricing

ll (Continued)
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 31. 2015 and 2014

the asset or liability are used in valuation techniques to measure fair value. Inputs may be observable or
unobservable and are prioritized into three broad levels: Quoted prices in active markets for identical assets

or liabilities (Level l), significant other observable inputs (Level 2) and significant unobsewable inpus
(Level 3). These levels aim to reflect the amount ofprecision implicit in the valuation ofa financial asset or
liability.

The tables below presenl the balances of assets and liabilities measured at fair value on a recurring basis:

December 31, 2015
Total Level I Level 2 Level 3

Assets

Liabilities:
lnterest rate swap

Assets

Liabilities:
Interest rate swap

t2 (Continued)

(5) Goodwill and Other Intangible Assets

The Company has recognized franchise rights, customer relationships, goodwill and other intangible assets

in connection with its acquisitions.

The Company's cable systems are operated tmder nonexclusive franchises that are granted by state or local

governmental authorities for varying lengths oftime. The Company assessed the expecled useful life ofeach

of its cable franchises and concluded that they have an indefinite useful life and, therefore, are not subject to

amortization but instead are tested for impairment at least annually.

Customer relationships are deemed to have a finite useful life of three to ten years and are amortized on a

basis which is materially consislent with the proportion of cash flows expected to be Senerated from their
use. Noncompete agreements and other finite-lived inrangible assets are amortized on a straighl-line basis

over the eslimaled useful lives of lhe assets. The Company evaluates the useful lives of its finite-lived
intangible assets annually to determine whether events or circumslances indicate the need to revise the

estimates of useful lives.
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 31, 2015 and 2014

Goodwill and other intangible assets at December 3l consist oflhe following:

2015

40'1726a13026.pdf

20ll
Life

(y..rs) Cost
Accumulated
rmortizalion

Goodwill
Fruchise rights
Noncompele agreements

Customer relationships
Other

Less accumulated amonization

Intangibles, net

( ost

2014

Amortization of intangible 

Futue amortiztion of inta

20t6
20t7
2018
20t9
2020
Therea

(6) Property, Plaot and Equipment

Property, plant and equipment at December 3l consist ofthe following:

Estimated
useful
lives 2015

Land
Buildings
Equipment
Plant under construction

Less accumulated depreciation

l3 (Conrinued)

Accumulated
tmorlizetion
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Slatemeffs

December 31, 2015 and 2014

Depreciation expense was    for 2015 and 2014, respectively. The Company
periodically evaluates the depreciable lives of its property, plant and equipment and mak€s adjustments to
its depreciation rates accordingly.

Recorded assets subject to capital lease arrangements are not material.

(7) Long-Term Debt

Long-term debt at December 3l is summarized as follows:

t4 (Continued)
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Slatements

December 31, 2015 and 2014

l5 (Continued)
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 3!, 2015 and 2014

Deferred:
Federal
State

(8) Income Taxes

The components ofthe provision for income taxes are summarized as follows:

2015 2011

l6 (Continued)

Current:
Federal
State
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The differences between lhe federal statutory rate and the Company's effective tax rate are:

20t5

401726a8026.pdf

2011

Federal taxes at the slatutory rale
State income tax - net of federal benefit
Nondeductible penalties and other

Current deferred lax assets:
Allowance for doubtful accounts
hventories
Accrued vacation
Advance billings
Accrued bonus/incentives
other

Net current deferred tax assets

Noncurrent deferred tax assets (liabilities)
Property, plant and equipment
Share-based plans
Investments
Intangibles
Advance billings
Accumulated other comprehensive loss
Net operating loss
Other

The tax effects of temporary differences that give rise to significant components of the Company's net

defened income tax assets and liabilities at December 3l were as follows:

2015 20t4

Net noncurrent deferred tax liabilities

Net defened tax liability

In assessing the realization of deferred tax assets, management considers whether it is more likely than not

that some portion or all of the defened tax assets will not be realized. The ultimate realization of defened
tax assets is dependent upon the generalion of future taxable income during the periods in which those

temporary differences become deductible. Management considers the scheduled reversal of deferred tax
liabilities (including the impact of available carryback and carryforward periods), projected future taxable
income and tax planning strategies in making this assessment. Based upon the level of hislorical taxable

income and projections for future taxable income over the periods in which the deferred tax assets are

deductible, management believes it is more likely than not that the Company will realize the benefits ofthese
deductible differences at December3l, 2015. The amount of the deferred tax asset considered realizable,

however, could be reduced in the near term if estimates of future taxable income during the carryforward
period are reduced.

17 (Continued)

E. RJTTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidaled Financial Statemenls

December 31, 2015 and 2014
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E. RIT'TER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 31, 2015 and 2014

As ofDecember 3 l, 2015, the Company had gross federal and state net operating losses of   
 , respectively, which expire at various dates up to 2035.

Defened tax liabilities associated with accumulated other comprehensive loss relate primarily to the changes

in the Company's interest rate swap.

(9) Operrting Leases

The Company has various lease agrcements for offices and equipment and also leases certain real estate from
ERC. These obligations extend through 2020. Most ofthese operating leases provide the Company with the

option to either purchase the property or renew ils lease at the current fair value after the initial lease term.

Generally, management expects that leases will be renewed or replaced by other leases in the normal course

ofbusiness. Rent expense mder these leases totaled    for 2015 and 2014, respectively.

Future minimum payments under these leases are as follows:

2016 
2017 
2018 
2019 
Thercafter 

(10) Employee Benefit PIans

The Company participales wilh its Parent and its subsidiaries in a noncontributory defined benefit pension

plan (the ERC Plan) covering substantially all ofthe employees ofERC and its subsidiaries. Pension benefits

are based on an employee's years of credited service and compensation. The Company's funding policy is

to satisry the funding requirements of the Employee Retirement lncome Security Act of 1974. Expense

related to the ERC Plan was    in 2015 and 2014, respectively.

The Company participates with its Parent in an employee savings plan under Section 401(k) ofthe Intemal
Revenue Code (the 401(k) Plan) covering substantially all full-time employees ofERC and its subsidiaries.

Employees may elect to contribute a portion of their eligible pretax compensation up to certain specified

limis. The Company also makes matching contributions to the 401(k) Plan. Expense related to the 401(k)
Plan was    in 2015 and 2014, respectively.

(l l) Relsted-Party Transactions

ERC and RCH provide accounting and administrative services to their subsidiaries. As discussed in note l,
transactions with the TCT, RTC and MTC regulated entities are not eliminated in consolidation due to the

application ofregulatory accounting at these entities. Management services to/from related panies includes

charges by RCH to its regulated subsidiaries. Operating expenses also include management services charged

by ERC to RCH. All services are primarily billed to the regulated entities in the form ofmanagemenl services

and are calculated based upon cost and a rate ofretum to provide such services as presc bed by the regulatory
process.

t8 (Continued)
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E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 31,20t5 and 2014

Income and expense items from related-party transactions included in the accompanying consolidated
statements of operations and retained eamings were:

2015 2014

Revenue:
Management services Io related parlies - RCH charges lo

subsidiarievaffi liates
Other - RCH charges to ERC for information technology
Other - TCT charges to affil iates for software

maintenance
Other - Ritter Communications Inc. (RCI) charges

to affiliates for data services

Receivables (payables) arising from related-party transactions at

E. Ritter & Company
E. Ritter Agribusiness Holdings, lnc.

(12) Share-Based Pryments

(Continued)

Operating expenses:
Operating expenses - ERC charges to RCH

(excluding rent expense)
Management services from related parties - RCH charges

to subsidiarieVaffi liates
Operating expenses - ERC charges rent expense to RCH
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Following is a summary ofstock appreciation rights under the RCH SAR plans:

20t5 2014

Outstanding at beginning ofyear
Granted
Redeemed

Outstanding at end ofyear

Vested at end of year

State of Tennessee
National Exchange Carriers Association

(13) Concentrations

Cash deposis in excess of operaing rcquirements are swept daily to ovemight investment accounts

collateralized by govemment-backed securities. At December 31, 2015 and 2014, the Company also had a

   investment in a repurchase agreement with Centennial Bank collateralized by
gover nent-backed secudties, rcspectively.

No entity accor.mted for more than l0lo oftotal revenues during 2015 or 2014'

The Company had receivables from the following entities representing more lhan l0% of total receivables

at Dec€mber 3l:

2015 2014

E. RITTER COMMUNICATIONS HOLDINGS, INC.

Notes to Consolidated Financial Statements

December 31, 2015 and 2014
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Independent Auditors' Report on Supplementary Information

Board of Directon and Shareholder
E. Ritter Communications Holdings, lnc.:

We have audited the consolidated financial statements of E. Ritter Communications Holdings, lnc. and

subsidiaries as of and for the years ended December 31, 2015 and 2014, and have issued our report thereon

dated March 31,2016 which contained an unmodified opinion on those consolidated financial statements.

Our audit was performed for the pupose of forming an opinion on the consolidated financial statements as

a whole. The supplementary schedule is presented for the purposes ofadditional analysis and is not a required

part ofthe consolidated financial statemenls. Such information is the responsibility ofmanagement and was

derived fiom and relates directly to the underlying accounting and other records used to prepare the

consolidated financial statemenls. The informalion has been subjected to the auditing procedures applied in

the audit ofthe consolidated financial stalements and cenain additional procedures, including comparing and

reconciling such information direclly to the underlying accounting and olher records used to prepare the

consolidated financial statemenls or to lhe consolidaled financial slatements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the Uniled Slates of America. In our

opinion, the information is fairly stated in all material respects in relalion to the consolidated financial

statements as a whole.

tQt"lc- w
March 31, 2016
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