~
Lackawaxen

TELECOMMUNICATIONS SERVICES

July 3,2018

Marlene H. Dortch, Secretary
Federal Communications Commission
445 12" Street, S.W.

Washington D.C. 20554

Re: Connect America Fund WC Docket No., 10-90; 2019 FCC Form 481

Dear Ms. Dortch:

Lackawaxen Telecommunications Services, Inc. ("the Company') hereby submits to the
Commission a copy of the Company's completed Form 481, Certain portions of the Form 481
filing include information that is confidential in nature. Specifically, the section entitled “Rate :
of Return Carrier Additional Information”? should be accorded confidential treatment. Attached 4
please find a statement of the reasons for withholding the redacted materials from public ‘
inspection pursuant to 47 CFR § 0.459.

Thank you for your attention to this matter. Should you or any member of the
Commission Staff have any questions or comments, please do not hesitate to contact us at your
convenience.

Sincgyely,

—=

ames J Kail |
President & CEO :

Attachments

' This filing is required to comply with 47 CFR §§ 54.313 and 54.422(c).

* The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company
(“USAC™) website as “Section 3005” in the downloadable version and as “Section 3000” in the online filing version
at the same USAC website._http://'www.usac.org/he/tools/forms.aspx. The same identical financial information is
required in both. The request for confidentiality applies regardless of whether the form filled out employs the 3005
or 3000 designation.

REDACTED - FOR PUBLIC INSPECTION

4157 Main Street ¢ P.O. Box 168 ¢ Stahlstown, PA-15687 ¢ Phone-724-593-2411 ® Fax-724-593-2423
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~
Lackawaxen

TELECOMMUNICATIONS SERVICES

CONFIDENTTALITY REQUEST AND STATEMENT OF JUSTIFICATION
IN COMPLIANCE WITH 47 C.F.R. §0459(b)

Lackawaxen Telecommunications Services, Inc. (“Company”) is a small, privately held
rural local exchange company based in Pennsylvania. The Company requests confidential
treatment of certain information being provided to the Commission in its 2019 FCC Form
481. The information is competitively sensitive and its disclosure would have a negative
competitive consequence upon the Company were it made publicly available. Such information
would not ordinarily be made available to the public and should be afforded confidential treatment
under 47 CFR §0.459.

Regulation Statement of support and compliance with Confidentiality requests

The Company has e-filed, through ECFS, the redacted version and sent via USPS
47 CFR §0.459(a)(2) Express Mail the confidential hard copy version (original and one copy) of its
2019 FCC Form 481.

The Company requests that the documentation required in the section entitled
“Rate of Return Carrier Additional Information®, which consists of the
47 CFR §0.459(b)(1) Company’s financial reports, income statement, balance sheet and cash flow
statement, be accorded confidential treatment. The confidential information
has been redacted from the public version with black shading.

The circumstances giving rise to the  submission of this confidential
47 CFR §0.455(b)(2) Information is set fortgh in 4g7 CFR § 54.313 and 47 CFR § 54.422.

47 CFR §0.459(b)(3) The information for which confidentiality is sought is financial in nature,

and §0.459(b)(4) including balance sheet, income statement, and statement of cash flows.
There is robust competition in the telecommunications market today,
including wireless, VoIP providers, and cable television providers to name a
47 CFR §0.459(b)(5) few. Financial data such as the amount of cash on hand, amount of debt, and
revenue by source are all examples of information that competitors would not
receive in the normal course of business.

The financial information is disclosed only within the Company, and
47 CFR §0.459(b)(6) furthermore is only provided (1) members of senior management, or (2) those
employees who require this information to perform their jobs.

The Company has not previously released this information to third parties
without the execution of a non-disclosure agreement.

The Company requests that the information be held by the Commission as

47 CFR §0.459(b)(7)

47 CFR 30.459(b)(8) confidential indefinitely.

* The financial reports section of FCC Form 481 is identified at the Universal Service Administrative Company
(“USAC”) website as “Section 3005” in the downloadable version and as “Section 3000” in the online filing version
at the same USAC website._htip://www.usac.org/he/tools/forms.aspx. The same identical financial information is
required in both. The request for confidentiality applies regardless of whether the form filed out employs the 3005
or 3000 designation.

REDACTED - FOR PUBLIC INSPECTION

4157 Main Street » P.O. Box 168 ¢ Stahlstown, PA 15687 « Phone-724-593-2411 ¢ Fax-724-593-2423

wwiw., LHTCBroadband.com




<010> Study Area Code 176177
«015> Stucly Area Name LACKAWAXEN TELECOM
<020> Program Year 2018
<030> Contact Name: Person USAC should contact —— 1
with guestions about this data Chriscins Laler
<035> Contact Telephone Number: 7245932411 ext.104
Number ot the person identitied in data line <030>
<039> Contact Emall Address:

Emall of the person identified in data line <030>

¢lalox@lhte.net

Form Type

54.313 and 54,422

REDACTED
FOR PUBLIC INSPECTION

Page 1

Page 1




Page 5

<010>  Study Area Code 170177

«<015>  Study Area Name LACYXRMAYEN TRLECGH
<020>  Progeam Year 2019

<030> Contact Name - Person USAC should contact regarding this data christine Lalor

<035> _ Contact Telephone Numbes - Number of person identified I data line <030> TRASIIZALL ene-104
<039> Contact Email Address - Email Address of persap Identified In data line <020>  olalorilhce.net

<B00> Certlfy cempliance regarding ability to funcilon in emergency situatiens Yes

<610> Descriptive document for Functionality in Emergency Sltuations. L70LT7IPAS10-17 . pdE

REDACTED
FOR PUBLIC INSPECTION
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bege 13

<010> Study Area Code 170177
015> Study Arga Name LACKAWAXEN TELECOM
<020 Program Year 2019

030> Contact Name - Person USAC should contact regarding this data

Christine Laloxr

<035> Contact Telephone Number - Number of person identified In data line <030 7245532411 ext.104

clalcrelhtc.net

<039 Contact Emall Address - Emall Addregs of person identified in data line <030>

Select from the drop down menu or check the boxes below to note compliance with 54,313{f{1). Privately held carriers must ensure compllance with the
financial reporting requirements set forth in 47 CFR 54.313{f){2). | further certify that the information reported on this form and in the documents

attached below is accurate.

Progress Report on 5 Year Plan
{3009} Cagrier certlfies to 54,313(N{1)(iil}

{3010A]  Certification of Public Interast Obligations {47 CFR &
54.315(FH1)(i%
{30108} Please Provide Attachment

{30224}  Coramunity Ancher Institutions {47 CFR §
54.313(f{ 1)}
{3012B])  Please Provide Attachment

(3013) Is your company a Privately Held ROR Carrier {47 CFR
§54.313i{f}(2)}
{3014) If yes, does your company file the RUS annual repert

Please check these boxes to confirm that the
attached PDF, on line 3017, contains the required
information pursuant to § 54.313(f}{2) compliance
requlres;

{3015) Elactronic copy of their annual RUS reports
{Operating Report for Telecammunicatiens
Barrowers}

(3016) Docurment(s) with Balance Sheet, Income Statement
and Statement of Cash Flows

(3017) If the response 1s yes on line 3014, attach your
campany's RUS annual report and all required
documentatlon

(3018) If the response is no on line 3014, Is your company
audited?
If the respanse Is yes on lina 3018, please check the
heoxes below to confirm your submission an line
8026 pursuant to § 54.313{f)(2}, contains:

{3019) Either a copy of thelr.auditad financial statement; or
(2) a financial report in a format comparable to RUS
Operating Report for Telecommunications Borrowers

{3020) Document(s) for Balance Sheet, Income Statement
and Statement of Cash Flows
(3021) Management letter and/or audit epinion issued by

the independent certifled public accountant that
performed the company’s financial audit.

If the response is no on line 3018, please check the
boxes below to confirm your submission on fine
3026 pursuant to § 54,313{f}{2}, contains:

{3022) Capy of their financial statement which has baen
subject to review by an Independent certified public
aceountant; or ) a financial report in a format
comparable to RUS Operating Report for
Telecommunications Borrowers

{3023) Underlying information subjected to a review by an
independent certified public accountant

(3024) Underlying infarmation subjected to an officer
certlfication.
{3025) Docurnent|s) with Balance Shest, Income Statement

and Statement of Cash Flows

{3026) Attach the wotksheet listing required information

REDACTED
FOR PUBLIC INSPECTION

Not Applicable - No Attachment Required

Name of Attached Documant Listing Required

Information
Mot Applieable - Mo Attachment Required

Name of Attached Document Listing Requlred

Infarmation
es/io] ® O
(Yes/No} @ Q

170177PA3005-17.pdE, 170177RA3026 - CENI.pdf,
170177PA3015 - 20I7RUA.xIsx

Name of Attached Document Listing Required
Infermation

(Yes/No) O O

oo o oo

Name of Attached Document Listing Reguired
Information

Page 13
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Paga 15

<010> Study Area Code 170177

<015> Study Area Name - LACKRVAXEN TRLECOM

<020> Program Year i 2017

<030> Contact Name - Person USAC should contact regarding this data Cheieting Lator

<035> Contact Telephone Number - Mumber of person identified in data line <030> 723523240 =xt.301
<039 Contact Email Address - Email Address of person identifled in data line <030>  a1alaradbec.nar

4005 Rural Broadhand Experiment

Authorized Rural Broadband Experiment (RBE) recplents must address the certification for public interest obligations and provide a

fist of newly served community anchor institutions,

Public Interast Obligations — FCC 14-98 {paragraphs 26-29, 78)

Please address Line 4001 regarding compliance with the Commissloh’s public interest obligations, All RBE participants must provide a

rasponse to Line 4001,

4001. Recipient certifies that it s offertng broadband meeting the requisite pubklic interest ohligations conslstent with the category for
which they were selected, Including broadband speed, latency, usage capacity, and rates that are reasonably comparable to rates for

comparable offerings in urban areas.

Community Anchor Institutions — FCC 14-98 {paragraph 79}

4003a. RBE participants must provide the number, names, and addresses of community anchor institutions to
which they newly deployed broadband service in the preceding calendar year. On this line, please respond
(ves —attach new communlty anchors, no —no new anchors) to indicate whether this list will be provided.

If yes to 40034, please provide a response fer 40038,

4003h. Provide the number, names and addresses

of community anchor institutions to which the
reclpient newly began providing access to
broadband service in tha preceding calendar year.

REDACTED
FOR PUBLIC INSPECTION

Name of Attached Document Listing Required Information

Page 15




Page 16

<010> Study Area Code 10177

<015> Study Area Name TELECOH

020> Program Year 2018

<030> Contact Name - Person USAC should contact regarding this data chrlot Ly Lator
<35> Conftact Telephone Number - Number of person identified in data line <030~ " i
<039> Contact Email Address - Emall Addrass of person identified In data I'ne <030>  ciatorsinec.noe |

5005 Alaska Plan

{501.0) Do you participate in the Alaska plan? {Yes/No)

Please Indicate whethar any terrestrial backhaul or other satellite backhaul became i
(5011)  commercially avallable in the previous calendar year in areas previously served (Yes/No) }
exclusively by performance-limiting satellite backhaul. |

If the filing carrier Identified In its approved perfemance plans that it relies exclusively on

(5012}  satellite backhaul for a certain poriton of the population I its service area, indicate whether {fes/No}
any terrestrial backhaul or other satellite backhaul became commercially available in the
pravioius calendar year In areas that were previolusly served excluslively by satellite batkhaul,

<5013>

D ) of Backhaul Technology Data Backhaul Avallable Mewly Served Locations or Population

REDACTED
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Page 17

<Q10>  Study Area Code 170177

<0ib> Study Area Name LACKAWAXEN TELECGM
<020> Program Year 2018

<030> Contact Name - Person USAC should contact regarding this date Christine Lalor

<035> Contact Telephone Number - Number of person identifled In data line «030> 7245332411 ext.104

<039> Contact Emall Address - Emall Address of person identified In data [ne <030>  elalorelhte.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER [$ FILING ANNUAL REPORTING ON iTS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or LI Recipients

I cartify that | am an officer of the reporting carrier; my responsibilities include ensuring the accuracy of the annual reporting requirements for universal service support
recipients; and, ta the best of my knowledge, the information reported cn this form and in any attachments is accurate,

Narme of Reporting Cartler: LACKRWAXEN TELECOM

Signature of Authorized Officer: CERTIFIED CHLINE Date 07/12/2018

Printed name of Authorizéd Officer; James Kail

Title or position of Authorized Officey: President and CEO

Telephone number of Autherized Officer: 7245932411 ext,

study Area Code of Reporting Carrier: 170177 Filing Due Date for this form: 07/16/2018

Persons willfully making false statements on this form can be punished by fine or forfalture under the Communications Act of 1934, 47 U.5.C. §§ 502, 503(b), ot fine or Imprisonment
under Title 18 of the Unlted States Code, 18 U.5.C. § 1001.

REDACTED
FOR PUBLIC INSPECTION
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Page 18

<010>  Study Area Code 170177

<015>  Study Area Name - LACKAWAXEN TELECOM
<020> Program Year 2019

<D30>  Contact Name - Person USAC should contact regarding this data Christine Lalor

7245932411 ext,104
<0355 Contact Telephane Number - Number of person Identified In data fine <030> ex

<039>  Contact Emall Address - Email Address of person identifled in data ling <030>  ¢laloralhtc.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF AN AGENT 15 FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Officer to Authorize an Agent to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

| cartify that (Name of Agent) is authorized to submit the Informatlon raported on behalf of the reporting carrier. |
alsio cartify that L.am an officer of the reperting carrier; my responsibliliies Include ensuring the accuracy of the annual data reporting requirerents pravided to the authorized
lagent; and, to the hest of my knowledge, the reports and data provided to the authorlzed agent Is accurate,

Name of Authorized Agent:

Name of Reporting Carrlar:

Signature of Autherized Officer: Date:
Pilnted hatne of Authoilzad Officer:

Title or positlon of Authotized Officert

Telaphane number of Authorlzed Dfflcer:

Study Area Code of Reporting Carrler: Flling Due Date for this form:

Persons willfully making false staternents on this form can be punished by fine or forfaiture under the Communications Act 6f 1934, 47 U.5.C. §5 502, 503{k), or fine or imprisonment
under Title 18 of the Unlted States Code, 18 U.5.C. § 1001,

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Autharized to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

I, as agent for the reporting carvler, certify that | am authorized to submit the annual reports for unlversal service support reciplents on behalf of the reparting carrier; I have provided
the data reported hereln based an data provided by the reporting carrler; and, to the best of my knowledge, the information reperted hareln Is accurate,

Name of Reporting Carrler:

Mame of Authorized Agent Firm:

Slgnature of Authorized Agent or Employee of Agent: Date:

iName of Authorized Agent Employee:

Title or posltion of Autharlzed Agent or Employee of Agent

Telephone number of Authorized Agent or Employee of Agent:

[Study Area Code-of Reporting Carrler: Flling Gua Date for this form:

Persons willfully making false statements an this form can be punished by fine or farfelture under the Communications Act of 1934, 47 U.S.C, §§ 502, 503(b), or fine or Imprisonment under Title
18 of the United States Code, 18 U.5.C. § 1001.

REDACTED
FOR PUBLIC INSPECTION
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“

Lackawaxen Telecommunications Services, Inc. (SAC 170177)
Statement Regarding the Ability to Function in Emergency
Situations 47 CFR § 54.313(a}(6)

Form 481, Line 610

Lackawaxen Telecommunications Services, Inc. (LTSI) had no service outages during 2017
which met the FCC's threshold for reporting into the Network Outage Reporting System ("NORS"),

The Company engages in preventative maintenance programs, which help ensure network reliability
in all conditions. This includes regular checks on generators, battery back-up, HVAC infrastructure at
central office switches, and tree trimming/removal when trees have the potential to take down
telephone lines during events of high wind or heavy snow. Access to critical infrastructure (like central
offlce switches) is limited to essentlal personnel. Spare equipment is maintained in inventory,

like most local exchange carriers, the Company's network consists of electronic switching
equipment and a network of fiber optics and copper facilities, From a switching standpoint, the
Company has one primary switch and smaller switches which are fed by the primary switch. These
smaller switches are often referred to as intra-exchange remote switches or concentrators. The largest
threat to switches is. the loss of power, To address this, the Company ensures adequate battery back-
up is maintained. For emergency situations which extend beyond the useful life of the battery back-up, the
Company uses generators to power the switches, These generators are portable which ensures they
can be relocated to any switching center based on the specific needs of each switch. In addition, the
Company's office will serve as a Command and Control center. This center Is included as a primary
location to which continuous power is required.

In cases of emergency, the Company's management has contact information for all employees.
Depending upon the scope of the emergency, the Company may call-in as many employees as
necessary to provide continual telecommunications service. The Company has access to local and
regional construction companies which can be called in to supplement the work force if necessary.
When poles are down from emergencies, the Company works with other utilities attached to the
same poles to expedite the repair or replacement of the infrastructure.

REDACTED
FOR PUBLIC INSPECTION



In summation, the Company takes preventative measures to plan for emergency situations and
also takes steps to mitigate the risk or duratlon of such events.

REDACTED
FOR PUBLIC INSPECTION
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/“
Lackawaxen

TELECOMMUNICATIONS SERVICES

Statement Regarding Certification of Voice Rate Comparability
47 C.F.R. § 54.313(a)(10}
Form 481, Line 1010

Lackawaxen Telecommunications Services, Inc. {LTSI) is a rural, rate of return reguiated incumbent local
exchange carrier operating in the state of Pennsylvania, and is an eligible telecommunications carrier
(ETC) designated by the Pennsylvania Public Commission (PUC). As such, LTSI is subject to the regulatory
authority of the PUC and operates under the relevant rules and laws of the state of Pennsylvania.

LTSI hereby certifies that the pricing of its voice services is no more than two standard deviations above
the national average urban rate for voice service, 545.38, as specified in the November 8, 2017, Public
Notice issued by the Wireline Competition Bureau of the Federal Communications Commission

(DA 17-1093).

LTS!’s residential voice service rates, including state fees and the federal subscriber line charge (SLC) are
as follows.

Monthly rate for exchange 685 is $19.00
Average monthly rate is $19.00

REDACTED

FOR PUBLIC INSPECTION




~
Lackawaxen

TELECOMMUNICATIONS SERVICES

Statement Regarding Certification of Broudband Rate Comparabifity
47 C.F.R. § 54.313(a)(10)
Form 481, Line 1030

Lackawaxen Telecornmunicaticns Services, Inc. hereby confirms that the pricing of its broadband
services is no mare than two standard deviations above the national average urban rate for broadband
service, $94.32, as specified in the November 8, 2017, Public Notice DA 17-1093 issued by the Wireline
Competition Bureau of the Federal Communications Commission.

LTSI’s residential broadband service rates:
Monthly rate for 15/2MPS unlimited data is $ 54.95

Monthly rate for 25/3MPS unlimited data is $ 69.95
Monthly rate for exchange 50/5MPS unlimited data is § 89.95

REDACTED

FOR PUBLIC INSPECTION
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BAKER TILLY

Independent Auditors’ Report

Board of Directors
Lackawaxen Telecommunications Services, Inc.

We have audited the accompanying financial statements of Lackawaxen Telecommunications
Services, Inc., which comprise the balance sheet as of December 31, 2017 and 20186, and the
related statements of comprehensive income, stockholder's equity, and cash flows for the years
then ended, and the related notes to the financial statements. ;

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair preseni&atid&}l viese financial statements In
accordance with accounting principles generally accepted in Q Aited States of America; this
includes the design, implementation, and maintenance of int ntrol relevant to the preparation
and fair presentation of financial statements that are freg# iaterial misstatement, whether due
to fraud or error.

Auditors’ Responsibility \é%
O

Qur responsibility is to express ngese financial statements based on our audits.

We conducted our audits in ac:& ey’ fliting standards generally accepted in the United

States of America and the Q rdse S gtable to financial audits contained in Government

Auditing Standards, issue fe 13 '0 General of the United States. Those standards

require that we plan aQ orm.%, J.ldit to obtain reasonable assurance about whether the
ro o &

financial statements } Crial misstatement.

_ rrrq*ﬁ ocedures to obtain audit evidence about the amounts and
disclosures in the f nc"Q. ments. The procedures selected depend on the auditors' judgment,
including the assessm% the risks of material misstatement of the financial statements, whether
due to fraud or error. [ making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to
design audit. procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as

evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Lackawaxen Telecommunications Services, Inc. as of December 31, 2017 and
2016, and the results of its operations and its cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 10, the Company's parent LTC Communications, Inc. ("LTC") and Laurel
Highland Total Communications, Inc. ("Laurel Highland") have agreed to an all stock general
rule merger transaction whereby Laurel Highland will acquire one hundred percent of the stock of
LTC and its subsidiaries (including the Company). The joint application was filed with the
Pennsylvania Public Utilities Commission on December 12, 2017. The transaction is expected fo
close in the first quarter of 2018. Our opinion is not modified with respect to this matter,

Other Reporting Required by Government Auditing Standards

February 21, 2018, on our consideration of Lackawaxen Tel hications Services, Inc.'s
internal control over financial reporting and our tests of lts co, ce with certain provrsuons of
laws, regulations, contracts, grant agreements and other m he purpose of that report is to
describe the scope of our testing of internal control over Q reporting and compliance and the

In accordance with Govemment Auditing Standards, we « ued our report dated
a

results of that testing, and not to provide an opmlon on nal control over financial reporting or
on compliance. That report is an integral part of an ormed in accordance with Government
Auditing Standards in considering Lackg.axen Te numcatlons Services, Inc.’s internal control
over financial reporting and complian Q

Wyomissing, Pennsy
February 21, 2018




Lackawaxen Telecommunications Services, Inc.

Balance Sheet
December 31, 2017 and 2016

2017 2016
. Assets
Current Assets
Cash and cash equivalents s G ° G
Accounts receivable:
Due from subscribers and agents, less allowance for
uncollectible accounts 2017 $12,700 and 2016 $11,800 ]

Due from affiliates -

Materials and supplies inventory, at average cost o
Prepaid expenses- ]

Deferred income tax .
Prepaid income and other taxes :

[ ]

s

[ )

[
T
Total current assets h e
=

an
— ]

Investments

Investments and Other Assets Q@-C)

Cash surrender value of life insurance %

Nonregulated plant, at cost, o %
net of accumulated depreciation, & % N

Other Ko

Property and Equipmg”
In service

Under construQ_@ e N
Accumulated deprecidikon s s
Total property and equipment | s 2 G
Totel assets s GEN G

See notes to financial statements
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Lackawaxen Telecommunications Services, Inc.

Balance Shest
December 31, 2017 and 2016

2017

2016

Liabilities and Stockholders' Equity

Current Liabilities

Current maturities of long-term debt

Accounts payabls

Due to affiliates

Customers' deposits

Deferred income taxes

Total current liabilities

Long-Term Debt, Net of Current Maturities
Deferred Compensation

Deferred Income Taxes

Total liabilities

Stockholders' Equity

Cammon stock, par value $2.50 % re;
68’

authorized 20,000 shares; is
outstanding 6,086 shares

Paid-in capital ? ¥4

Retained sarnings Q

Accumulated othe% ethQ necome
Total stog N

old

Total llabllltleQ id stockhoiders' equity

See notes to financial statements
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Lackawaxen Telecommunications Services, Inc.

Statement of Comprehensive Income {Loss)
Years Ended December 31, 2017 and 2016

Operating Revenues
Local setvice
Access service
Toll service
Miscellaneous
Provision for doubtful accounts

Total operating revenues

Operating Expenses
Plant specific
Plant nonspecific:
Depreciation
Other
Customer operations
Corporate operations
Operating taxes other than income
Benefit for income faxes

Total operating expenses
Loss from operations
Nonregulated and Other Income
Nonregulated:
Revenues O
Expenses

Other income, net
Income tax expens

Total nonrd,
Income (loss) tg‘e fixed charges
Fixed Charges
Interest on long-term debt
Amortization of debt expense
Total fixed charges
Net income (loss)
Other Comprehensive (Loss) Income

Net unrealized holding (loss) gains on investments
arising during the period, net of tax

Total comprehensive income (Joss) $ o 60

See notes fo financial statements
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Lackawaxen Telecommunications Services, Inc.

Statement of Cash Flows
Years Ended December 31, 2017 and 2016

Cash Flows from Operating Activities

Net income (joss}

Adjustments to reconcile net income (loss) to net cash
{used in) provided by operating activities:
Depreciation and amortization
Provision for doubtful accounts
Deferred compensation
Loss on sale of investments
Deferred income tax benefit
{(Increase) decrease in assels:

Accounts receivable

Material and supplies inventory

Prepaid expenses

Prepaid income and other taxes
Increase {decrease} in liabillties:

Accounts payable

Customer deposits

Net cash (used in} provided by operating activities
Cash Flows from Investing Activities

Advances from (to} affillates ‘
Purchase of property and equipment \

Ry

28!
%,

il I}-/l"inl il |

2017 2018

-
<A

Proceeds from sale of investments
Decrease (increase) in cash surrend @ of I ance policies [ N

N\ Aiities

Net cash provided by (v , Inveg

%

Cash Flows Used in Fina .ctw*’

Principal payments on

.« equivalents

Cash and Cash Equivalents, Ending

Supplementary Cash Flows Information
Interest paid

Income taxes paid

See notes lo financial statements
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Lackawaxen Telecommunications Services, Inc

Notes to Financial Statements
December 31, 2017 and 2018

. Principles of Consolidation and Nature of Business

The Company is an independent telephone utility providing communication services in parts of
Pike and Wayne Counties, Pennsylvania.,

The Company is a wholly owned subsidiary of Lackawaxen Telecom, Inc., a wholly-owned
subsidiary of LTC Communications, Inc. ("LTC").

. Significant Accounting Policies
Accounting and Rate Regulation

The Company is subject to the accounting principles of and rate regulation by the
Pennsylvania Public Utility Commission.

Use of Estimates \O

The preparation of financial statements in conformity senerally accepted accounting
principles requires management to make estlmates mptlons that affect the reported
amounts of assets and liabilities and disclosure ngent assets and liabilities at the
date of the financial statements and the reporte Q‘ ants of revenues and expenses during
the reporting period. Actual results could diffe ‘ ose estimates.

Revenue Recognition

The Company's revenue, %cw\ hen services are provided. Access service and
long distance service es ved from access charges, toll rates and seftlement
arrangements. The 4 _’;- retroactive setllements as changes in revenues in the
year the seﬁlemer %"omfb

in accordance with industry practice.
Cash and Cash

For purposh, . of 2 ng cash flows, the Company considers all highly liquid debt
instruments pu with a _maturlty of three months or less to be cash equivalents.

The Company maintains its cash and cash equivalents in checking and money market
accounts. These balances, from time to time, may exceed amounts insured by the Federal
Deposit Insurance Corporation.

Accounts Receivable

Accounts receivable are stated at outstanding balances, less an allowance for doubiful
accounts. The allowance for doubtful accounts is established through provisions charged
against income. Accounts deemed to be uncollectible are charged against the allowance
and subsequent recoveries, if any, are credited to the allowance. The allowance for doubtful
accounts is maintained at a level considered adequate to provide for losses that can be
reasonably anticipated. Management's periodic evaluation of the adequacy of the allowance
is based on past experience, agings of the receivables, adverse situations that may affect a
customer's ability to pay, current economic conditions and other relevant factors. This
evaluation is inherently subjective as it requires estimates that may be susceptible to
significant change. Unpaid balances remaining after the stated payment terms are
considered past due.
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Lackawaxen Telecommunications Services, Inc.

Notes to Finangial Statements
December 31, 2017 and 2016

Investments

The Company has a portfolio of marketable equity securities. All securities are classified as
available-for-sale. These securities are recorded at fair value based on quoted market prices
and unrealized gains and losses, net of taxes, are reported as a component of other
comprehensive income until realized. Realized gains and losses are determined using the
specific-identification method.

Plant and Depreciation

Plant is recorded at cost. Normal renewals and betterments of units of property are charged
to plant accounts, while ordinary repailrs and replacements of items considered to be less
than units of property are charged to plant specific expenses. The cost of plant retired, plus
removal costs, less salvage is charged to accumulated depreciation. Accordingly, no gain or
loss is recognized in connection with ordinary retirements.

Depreciation is computed by the straight-line method. "O used for calculating
depreciation are based on the economic useful lives of the& The effective composite
depreciation rates for 2017 and 2016 were 3.1% and 3.0b actively.

Accounting for Impairment of Long-Lived Assets

The Financial Accounting Standards Board (" ) Accounting Standard Codification
(ASQ), requires that Iong-llved assets be r ld for impairment whenever events or
changes in circumstances i - that %rrymg amount of an asset may not be
recoverable. Recoverability ofs ™, __ﬁ.i to e and used is measured by a comparison of
the carrying amount of an 1 undiscounted future cash flows expected to be
generated by use and e .0 of the asset. If the carrying amount of an asset

, an impairment charge is recognized in the amount

exceeds its estimated % cé
by which the carry’ wour%,§ e asset exceeds the fair value of the asset. As of
December 31, 20#%,% « ‘3& nagement of the Company believes that no write-down for

such impairmey Jreq .elated 1o its long-lived assets.

Income Taxeds

The Compa“ ‘ ed in the consolidated federal income tax return filed by LTC. The
Company's feder®, income tax expense is computed using the separate return method for
intercorporate tax allocation.

Deferred taxes are provided on a liability method whereby deferred tax assets are
recognized for deductible temporary differences and deferred tax liabilities are recognized
for taxable temporary differences. Temporary differences are the differences between the
reported amounts of assets and liabilities and their tax basis. Deferred tax assets and
liabilities are adjusted for the effects of changes in tax laws and rates on the date of
enactment,

The Company is subject to federal income tax in the consolidated return filed by LTC and
files a separate state income tax in Pennsylvania.




Lackawaxen Telecommunications Services, Inc.

Notes to Financial Statements
December 31, 2017 and 2016

Savings Plan

The Company has a contributory savings plan for substantially all employees. The Company
contributes matching amounts for participating employees in accordance with the provisions
of the plan. In addition, the Plan includés a profit sharing component. The Company made
matching contributions of (I to the plan in 2017 and 2016, respectively. The
Company did not make any profit sharing contributions to the plan for 2017 or 20186.

Presentation of Sales Taxes

The Company collects sales tax from customers. The Company's accounting policy is to net
fhe taxes coliected and remitted to the state within revenues.

Debt Issuance Costs

The Company amortizes long-ferm debt issuance costs toO st expense using the
effective interest method and debt-lssuance costs assodi n line-of-credit financing
arrangements to interest expense using the straight—lin& hod over the terms of the
assoclated line-of-credit financing arrangements. -

New Accounting Standards

In May 2014, the FASB issued Accounti édards Update ("ASU") No, 2014-09,
Revenue from Conltracts with omers %606}. Topic 606, as amended, establishes

principles for recognizing rey%, 3} upgo thytransfer of promised goods or services to
customers, In an amount xpected consideration received in exchange for
those goods or services Ui \ s effective for the Company in 2018 and may be
applied retrospectivelvq &h riod presented or retrospectively with the cumulative
effect recognized a7y X, _Jmitial application. The Company is currently assessing

éb;on its results of operations, financial position and cash

flows.
During Noty#=s<r . & FASB issued ASU No, 2015-17, Balance Sheet Classification of
Deferred TaXk .0. 2015-17 requires deferred tax assets and liabilities to be classified

S.
as noncurrent iQ assified balance sheet, ASU No, 2015-17 is effective for annual periods
beginning after Décember 15, 2017, and interim periods within fiscal years beginning after
December 15, 2018. Early adoption is permitted. The company does not believe that the
adoption of ASU No. 2015-17 will have a material effect on its results of operations, financial
position and cash flows.

Reclassifications

Certain amounts relating to 2016 have been reclassified to conform to the 2017 reporting
format.

Subsequent Events

The Company has evaluated events and transactions occurring subseguent to the balance
sheet date of December 31, 2017 for items that should potentially be recognized or
disclosed in these financial statements. The evaluation was conducted through
February 21, 2018, the date these financial statements were available to be issued.

10




Lackawaxen Telecommunications Services, Inc.

Notes to Financial Statements
December 31, 2017 and 2016

3. Investment in Equity Securities

The following is a summary of the Company's investment in avallable-for-sale securities as of
December 31, 2017 and 20186:

Gross
Unrealized Fair
Cost Gains Value
December 31, 2017
Equity securities $ - 3 - 3 -

December 31, 2016 ‘
Equity securities s G S a 4 &
The Company sold the equity securities during 2017 which resulted in . ss of 3D

Equity investments were comprised of investments in common st ose value is determined
by unadjusted guoted prices for identical securities in active m&( > {Level 1 of the fair value
hierarchy). This investment was in an unrealized gain pos:tuo scember 31, 2018,

4, Telephone Plant Q@

ated at cost, Listed below are the major
517 and 2016:

stimated Life
{in years) 2017 2016

Telephone plant in service and under constructi
classes of the telephone plant as ol

Telephone plant:

In service:
Land
Motor ve . : 7
Other%qu’% . 8
Buildin 19-33
Furniture a? e equipment 5-10
Central officé,..1d other equipment 10-12
Poles, cables and wire 12-18
Other
Under construction

Accumulated depreciation

Nonregulated telephone equipment §-7
Accumulated depreciation

11




Lackawaxen Telecommunications Services, Inc.

Notes to Financial Statements
December 31, 2017 and 2016

§. Long-Term Debt

Long-term debt is represented by mortgage notes payable to Rural Utilities Service ("RUS"), an
agency of the United States of America at interest rates as shown below:

2017 2016
RUS 2.15% s GED ° G
RUS 1.07% L] L]
RUS 1.02% an [ )
RUS 0.85% . _ ] o
' [ [ )

Current maturities ]
Deferred issuance cost [ ]

5 G

The notes are paid in instaliments of approximately ¥ including interest and due
quarterly. The notes are scheduled to be repaid at vag imes from January 2018 to June
2021. All of the Company's assets are pledged as ¢ ’ 4 on the notes. Estimated aggregate
maturities during the next four years are 2018 YN 201° Y020 and
2021 i\

At December 31, 2017, unadva
on loan commitments from th@&

Gﬁf S << available to the Company

rvice and the Rural Telephone Bank.

ain financial ratio. Any noncompliance with this ratio
¥acceptable to the RUS to become compliant. No further

The Company is requir
requires the Company,

action is necessa%o

6. Capital Stock 3, . Re

el

The long-term deb&.eements contain certain restrictions on the payment of dividends or
redempticn of capital stock. The restrictions are related in general to the Company's adjusted
net worth and assets (as defined). At December 31, 2017, there was approximately

available for dividend payments.




l.ackawaxen Telecommunications Services, Inc.

Notes to Financial Statements
December 31, 2017 and 2016

7. lncome Tax Matters

Net deferred tax assets and liabilities consist of the following components as of December 31,
2017 and 2016

2017 2018
Deferred tax assets $ g [
Deferred tax liabilities . e
G G

The components giving rise to the net deferred tax liabilities described above have been
included in the accompanying balance sheets as of December 31, 2017 §d 2016 as follows;

2018
Current assets ’& - % ]
Current liabilities : o -
Noncurrent liabilities @___ s

0 GEED 0 G
2 to de %t

ax liabilities are related to telephone plant

- en=< %eductlble temporary differences giving rise to
wiDille:

Taxable temporary differences gw
and deduction of certain prep
deferred tax assets are relategd,

ue and deferred compensation.

The provision for inco "1: eneﬁt) for the years ended December 31, 2017 and
2016 consists of the Q’T?"g \b .

Federal: ™% O
Current Q

2017 2018

¢ &
Deferred [
Change due to enacted tax rates -
_____ e
State:
Current ]
Deferred _ ==

e o=
N AN )

The Company has Pennsylvania net operating losses amounting to approximately (D
which expire in 2037.
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Lackawaxen Telecommunications Services, Inc.

Notes to Financial Statements
December 31, 2017 and 2016

Income tax (benefit) expense is reflected in the accompanying statement of income as follows:

2017 20186
Operating expense s D ¢ GO
Nonregulated and other income [ ] [ ]
L. D G

In accordance with industry practice the tax effect of interest expense is included with operating
income tax expense.

The income tax provision differs from the amount of income tax determined by applying the
statutory tax rates to pretax losses for the years ended December 31, 207 and 2018 due to the
following: §§

, ’Qo 2017 2016
Statutory income tax benefit Qg) ane

Increase (decrease) in income taxes resulting from:
State income taxes, net of federal benefit &
Officers' life insurance
Change in enacted federal tax rates =

Other, net
,\ O _ e

Prepaid income taxes m % d $91,342 due to (from) its parent for federal income
taxes at December 3 0 Trespectively.

. Related Parti f

-
-
-

-

__ame

The Company has Q d collect arrangement with an affiliate. Revenues recognized under
this agreement were™, »3,178 and $48,443 for the years ended December 31, 2017 and 2018,
respectively. Additionally, $150,588 and $234,566 of access revenues were recognized as a
result of services billed to the affiliate for the years ended December 31, 2017 and 20186,
respectively.

The Company has recorded _-- in expense related to services performed
by LTC for the years ended December 31, 2017 and 2016, respectively.

14




Lackawaxen Telecommunications Services, Inc.

Notes to Financial Statements
Dacember 31, 2017 and 2016

9.

10.

Contingencies

There are various federal and state regulatory proceedings with the Federal Communications
Commission, Pennsylvania Public Utility Commission and Commonwealth Court affecting the
telecommunications industry, Some of these proceedings may have an effect on the Company
in the future, The impact, If any, cannot be determined at this time. Adverse decisions in these
proceedings, however, could have a material effect on operating results or cash flows in future
periods.

As of December 31, 2017 the Company has paid the Pennsylvania Department of Revenue
(the "Department”) assessments of&fcr additional gross receipts taxes for the years
2009 through 2014. This amount is reflected in prepaid and other income faxes on the
December 31, 2017 and 2016 balance sheets. The tax is assessed on telescommunications
revenue previously reported by the Company as being exempt. The Company disagrees with
the Department's position and has filed an appeal. The Company véuccessful in the first
level of appeal for certain revenue for the years 2009 through 201 10 .emaining assessment
for 2009 through 2011 are currently under a third level of appe \ e currently awaiting fact
development. Appeals for 2012 through 2014 have not ye‘f&. reviewed. The Company,
through consultation with legal counsel, believes that # Sessments recorded will be
recovered.

Sale of Company %

)) 1igh"\rk tal Communications, Inc. (“Laurel Highland™)
fger transaction whereby Laurel Highland will
of the Company and its subsidiaries. The joint

Public Utilities Commission (PaPUC) on December
&7 transaction is expected to close in the first quarter of

The Company’s parent LTC and L,
have agreed fo an all stock s%¢
acquire one hundred perce
application was filed with *
12, 2017 and was appr
2018
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Independent Auditors' Report on Internal Control
Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of
Financial Statements Performed in Accordance
with Government Auditing Standards

Board of Directors
L.ackawaxen Telecommunications Services, Inc.

America and the standards applicable to financial audits contai Government Audifing
Standards issued by the Comptroller General of the United St e financial statements of
Lackawaxen Telecommunications, Services, Inc., which co the balance sheet as of
December 31, 2017, and the refated statements of comprehe Ibc,ome, stockholder's equity and
cash flows for the year then ended, and the related noteg Qa«;‘ financial statements, and have
issued our report thereon dated February 21, 2018, Q

We have audited, in accordance with auditing standards generally acc béthe United States of

Internal Confrol Over Financial Reportmg %
In planning and performing our a the |al statements, we considered Lackawaxen
Telecommunications Services, | e

rn\ rol over financial reporting (internal control) to

’

determine the audit procedu \/ ropriate in the circumstances for the purpose
of expressing our opinion O fing4 ' statements, but not for the purpose of expressing
an opinion on the effect ?@s LN

5 N ¥awaxen Telecommunications Services, inc.'s internal
control. Accordingly, ] “fess an opinion on the effectiveness of Lackawaxen
s, Jac .ltemal control

Te[ecommunications £ 7

A deficiency in inlék, vaxists when the design or operation of a control does not allow
management or emplo Q the normal course of performing their assigned functions, to prevent,
or detect and correct, miy, «atements on a timely basis. A maferial weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important encugh
to merit attention by those charged with governance.

Our consideration of internal contrel was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, materia
weaknesses may exist that have not been identified.

‘y on lidesondent mamber of
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Lackawaxen Telecommunications
Services, (nc.'s financial statements are free from material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Govemment Auditing Standards in considering the eng internal control and
compliance. Accordingly, this communication is not suitable for any othO L0s€e.
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