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CONFI DENTIAL FI NANCIAL I NFORMATON.SUBJECT
TO PROTECTIVE ORDER IN WC DOCKET NOS. 1O-90, 07-

135, 05-337, 03-109, CC DOCKET NOS. 01-92, 96-45, GN

DOCKET NO. 09-51, WT DOCKET NO. 10-208, BEFORE

THE FEDERAL COMMUNICATIONS COMMISSION

REDAGTED.FOR PUBLIC INSPEGTION

October 18,2013

Ms. Marlene Dortch
Secretary of Commission
Federal Communications Commission
44512t^ Street, S.W.
Washington, DC 20554

RE: Docket WC Nos. 1O-90 and 1 1 -42 FCC Form 481

Dear Ms. Dortch:

please accept for filing the attached four copies of the redacted, FCC Form 481 for Tri-County

Tetephone iompany [snc 4ot12o). This filing is subject to section 0.549 of the FCC's Rules.

Also included is an extra copy of the redacted filing that I request you to date stamp and return

to me in the enclosed, postage paid envelope.

lf you have any questions about this or need any additional information, I can be contacted at

A7O-ggO-2945 or iohn.strode@rittercommunications.com'

Sincerely,
RITTER COMMUNICATIONS HOLDINGS, INC.
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FILE OOPY ORIGINAL
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FCC Form 481 - Carrier Annual Reportlng OMg Cgnkolt{o. f06Gtt'385/OilB @ntrol No' 1(E0{C1],

iuhri,s . .Data Collection

<030> Contact Name: Person USAC should contact Joth slrode

<039> Contact Email Address: John. SElodeaRLEtercomunicaEionE. com

<035> ContactTelephone Number: B?0336234s
Number ol the oerson identitied in data line <030>

Email ot the identitied in

5{,313 , .; s4.42-?

cqinplitle1 I topililsn
REPORTIT.IG FOR AtL CARRIERS

<100> Service Quality lmprovement Reportint lcodpl.t. ofr och ad wo.kshe.t)

(ch.ck bu wh2n .odpldc)ffirrffi1
<2OO> Outaee Reoortins (voice) kodpt"' ofto'h'dwoilth'2t)

<210> l7X.-.tteck box lf no outages to report
l_!.--JL____!__)

<300> Unfulfilled Service Requests (volce)

<310> Detail on Attempts (voice)

<320> Unfulfilled Service Requests (broadband)

<330> Detail on Attempts (broadband)

.elOrC
<700> Company Price Offerings (voice)

<710> Company Price Offerings (broadband)

<8OO> OperatinsCompanlesandAffiliates .\
<900> TribalLandOfferings(Y/N)? u

I-_.'lr--.--------
j -l latuch dlscriPtuc documln?li-i.
: , I 6wcs *rrriptu" docum.nt)

-'

<400> Number of Complaints per 1,m0 ry{9rngl{y9E9--
<410> Fixed f;;---l
<qzo> Mobile t* --l
<430> Number of Complaints per 1,0m.!49mq{!I9!d!qdl
<440> |rxed

<5€O> Service Quality Standards & Consumer Protedion Rules Compliance

.UtOr@
<500> Functionality in Emergency Situations

II-/-TI /-n

fi-ffi

<1000> Voice Services Rate Comparability

.fOfOrF.rroo,rffiOQ
<1110>

<1200> Terms and Condition for Lifeline Customers

(chccl to indi.oE .dificotion)

(aftothe d d.lclipd w do.um. nt)

(.h.ck to indicoa. c.rtifi.otion)

{otto ch e d d c s.tl pti vc do. w. h t )

(Eo nplctc afro Ehd wbh..tl

Icoilplct oAa.h.d wtkth..t)

l. ompl.t ofro ch. d w Nkshc.t)

(il y.t, tonpl.te ottoch.d wo*th..t)

(ch..k to lndlcdl. erdtdtlon)

(o?to<h d6c.tptlv. dot@nt)

Itl not, Eh.ct to indicate E.rtilication)

(coilpl et. o nached w*sh.?t)

(cofrplct ddochcd tu,kshaat)

<z0oo>

<2005>

<3000>

<3005>

Price Cap Carrlets, Proceed to Price Cao Additional DoGumentation Worksheet

lnctuding Rote-ol-Retun CorrieR ollilioted with Price Cop Locol Exchonge Carrlers

l.h*k to lndcrtz cdifcotion)

(coapt.te odoch.d woil.lhaa)

Rate of Retum Carri€6, PToceed to ROR Additional Documentation Worksheet

lch.ck b indicdt c.difcotionl

(cfrpl.b oila.had wo.kh2.tl

1011012013 Page 1
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FCC form 481
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FCC Fo,m 481

OtvtB C.,ntrol No. 306O.0986/OMB Control No.

Arca Codc

Arra
Ylar

- Perior UsAc should cont.ct
- Number of

TRI.@IN lE! s-N

deta

data linc <030> rrol!623at
T

Pleaee chkk this box to confirm no terrestrial backhaul

<1120> options cxirt within the suPPertrd area Pursuant to 5 54'313(C)

Plcase chcck this box to contirm th' r!Porting carricr offers

broedband service of at least 1 Mbps downstteam and 255 kbps

'1130t ,prtr"". ,ithin thc supportcd alca Pursuant to 5 54'313(G)

Contact Email - Email Address of identificd in data line <030> Joh. suod*Eiti..coilMic.t lon. - coi

ra

EZI
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iCrnis and Condifion tor Llfeline Customers rcC Fonr 481

OMB Control No' 305$0986/OMB Control No'

cont ct Emall AddEss'Email

<1210> Terms & conditions ofVoiceTelephony Lifelinc Plans

<1710> Link to Public website

"Plce5c ch€ck thesc boxs brlow to confirm that thr attachrd PDF'

on line 1210, or the wrbsite listrd, on linc 1220,

cof,tain! the requir€d intomation pursuent to 5

54.422(a){2) .nnual r"Pqrung fot ETCS rcceiving low'income

support, carriers must annuallY Gport:

<1221> lntomation dcscribing the tqrm5 and conditions of anY voice

telcphony s.rvice plans ottercd to Lifclinc subsctibcr'

<1722> Dclail5 on th€ number of minutes provided as part ofthe plan'

<1223> Additional chargcs for toll calls, and ntes for cach such plan'

thls data

in data trolta23a5

identified in linc <030> Jah. s!d.0iltE.EcdMlc.l Ioad. do.

Nama - Petson c6ntad
. Numb.r

Namc of attachcd documcnt (.Pdf)

@

E
E
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<015> Area Name Tro.COffiY TEL

2014<020>
John strodlr

<030> Contact Name - LJsAc ahould this data

<035> Number- Number of idcntified Iine <O3O> 87033623{5

<039> Contact - Email Addrss qf in data line <03o,,,ohd'sttodcoRittttcory:I1:l:::j::

TO 8E COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER IS FITING ANNUAL REPORTING ON IT5 OWN BEHATF:

Certification of Offi€er as to the Accuracy of the Oata Reported for the Annual Reporting for CAF or U Recipients

crrtlfy that I am an ofilcer ol the rcpoilng car.ler; my r€sponslbllitle3 lncludc ersurlng thc a(cuncy ol the anlual reporting rcqulrcmcntr tot urlvcttal s!rylcc support

eclpie;ts; and, to rh€ best of my tnowl.dge, the inlormatton reponed on lhls form .nd ln any att.chments ls accunt.'

TRI.COUNTY TEIJ CO-AB

ii'nrt'r?.6fAuiharitldofficrr: CERTTFTED oNfrNg LOItO 120]3
Date

,rintld namc of Authorized officlri'John SExode

itle or position of Authorizcd officet: vp ExEernal Af f aira

--.. 870.336.23{5

itu& At.a cod. ol Rcportins carricr: 4oL126 Filing Duc Datc for this form: 10/15/2013

und€r Titl. 19 ol the Uoit.d Statr' C'dq 18 U 5'C ! 1001

1Dl1012013
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In establishing this certification in its 2005 ETC Order,' ttre FCC found that an

ETC must make "a specific commitment to objective measures to protect @nsumetrs." 
2

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

for Wireless Service would satisff this requiremenf' and that the sufficiency of other

commitments would be considered on a case-by-case basis.3 In this context, the FCC

stated, "to the extent a wireline or wireless ETC applicant is subject to consumer

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

requirement."4

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 requirements of the Arkansas

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

to customers;

(2) consumer protection requirements governing telephone providers which

require adherence to APSC's Telecommunications Providers Rules governing service

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

I Feileral-State Joint Board on (Jniyersal Semice, CC Docket No. 96-45, Report and Order, FCC 0546 (rel' Mar.

17, 2005) C'2005 ETC Ordef').
2 Id. atpara.28.
IId. The FCC noted that uuder the CTIA Consumer Code, wireless carriers agree to: "(l) disclose rates and terms of
service to customers; (2) make available maps showing where service is geoerally available; (3) provide cotrtract

ter6s to customcrg and confirm changes in service; (4) allow a trial period for new scrvice; (5) provide sperific
disclosures in advertisiog; (6) separately identiff carrier charges from taxcs on billing statemcnts; (7) provide

customers the right to terminate service for changes to contract terms; (8) provido ready access to custoner service;

(9) promptly respoad to cooswner iaquiries aad complaints received from government agencies; and (10) abide by

policies for protection of consumcr privacy. " Id. at o. 7 l.
4 Id. att.72.
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telephone provider shall provide all services and offerings on a continuous 24 hourbasis.

For example: (i) Iocal and toll switched or non-switched circuits 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 systern 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. Ritter Telephone company

provides ttre following information in the Customer Inforrnation section of its directory

(Pages 3 - 13 of the 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 billingplans and options available to the customer;

(c) A summary of rules and procedures for the payment, refirnd, and

guarantee ofdeposits;

(d) A summary of billing rules and procedures;

(e) An itemized bill description, if not shown on the bill;

(f) Procedures for verifuing 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;

(1) A summary of the delayed payment agreement rules and procedures -

information on delayed payment agreements shall say that a customer who is
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having difficulty payrng a LEC bill may, if qualified, make payments in

installments;

0) A summary of the rules and procedures for suspension,

and termination of service;

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

customer is away for an extended period;

(l) A summary of the rules and procedures for grving some,one else notice

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

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

shut-offwhen there is a serious medical condition, elderly customer, or customer

who is an individual with disabilities;

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

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

customer's area;

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

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

and stueet address of the APSC;

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

business ofEce.

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

state that each bill shall contain the following information:

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

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

period;

Any previous balance due;

The amount of any "late payment charge" and an explanation of when it will apply;

The date the bill was mailed;

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

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

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

equipmen! h) Basic service; i) Federal end user common line charge j) Equipment; k)

Custom calling services.

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

identiff them on the bill;

A statement that the customer may contact the LEC about any problem with billing or

service, or for a delayed payment agreement. The statement shall include an address and

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

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

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

requirernents goveming the protection of customers' privacy.

3.

4.

5.

6.

7.

9.
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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).t The Company's network

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

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

traffic spikes resulting from emergency situations as required by Section 54.202(a)(2\.

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

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

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

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

battery back-up that enable the central office to 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 of the 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 5a.202(a)(2) requires ETCs that are designated by the Commission to "demonstrate its ability to remarn

functional in ernergency situations, including a demonstration that it has a reasonable amount of back-up power

to ensure functionality without an external power source, is able to reroute traffic around damaged facilities, and

is capable of managing traffic spikes resulting from emergency situations."
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CollscUm rolm
- FCC F6m 481

OilB ControlNo. 3O6O{9E6/OMBContEl No. 3060{819
2013

<015> StudvAre. !{ame lR!-@M tEL 6-N

<02D ProrBmYear

<030> Contact Name - Per$. t SACrhould.onhd rcrardlm thi! d.t.
a703!6t3a5
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14, LIFELINE

14.1 Service

Lifeline Service is a service offered to certain qualified residential customers of the

Company. This service provides for a discount from the local access rate charged

bY the ComPanY'

Lifeline Service is a service offered to certain qualified residential customers of the

Company. This service provides for a discouni 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 Section a piograms, Low lnlome Home Energy Assistance Program' Medicaid

(including srppiJrn"ntat security lncome), Aid to Families with Dependent children

recipients, recipients of Temporary Assiltance to Needy Families' participants in

the National school Lunch's fres lunch program, or families whose household

income falls below 131o/o of the Federal i'overty Guideline. A directory listing (if

desired) anO Oifiing for Lifeline Service will only be provided in the name of and at

the address of the certified recipient'

Lifeline Service customers will self certify on an annual basis that they continue to

be eligible for this service.

14.2.1The customer will certify under penalty of perjury that the information supplied at

tne time of application for Lifeline service is atcurate. The Company will oblai1 sufficient

documentation from the customer to verify that the customer qualifies for Lifeline and an

officer of the Corp"ny-*ili certify that the Company has procedures to review the

"ppricationofLifelineServiceinaccordancewith4TU.S.c.Part54.

I
(AT)

lssued:
Effective: June 22, 2OOS

By: Bob Mouser, President
Tri-County TelePhone Com PanY
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14.3 Rates

The amount of the Lifeline Service discounted rate, which will be deducted from the

normal residential access rate is as follows:

One-PartY Residential$2.75

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

lssued: Effective: May 10, 2012By: Bob Mouser, President
Tri-County TelePhone ComPanY
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KPMG LLP
Morgan Keegan Tower
Suite 900
50 North Front Slreet
Memphis, TN 3810&'1194

Independent Auditors' Report

The Board of Directors
Tri-County Telephone Company, Inc. :

Report on the Financlal Statements

We have audited the accompanying financial statements of Tri-County Telephone Company, Inc.

(the Company) (a wholly owned subsidiary of E. Ritter Communications Holdings, Inc.), which comprise

the balance sheets as of December 31,2012 and 2011, and the related statements of income and retained

eamings, 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 presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,

and maintenance of internal control relevant to the preparation and fair presentation offinancial statements

that are &ee from material misstatement, whether due to fraud or eror.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. 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 the

financial statements are free from material misstatement.

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

financial stat€,merts. The procedures selected depend on the auditors' judgment, including the assessment

of the risks of material misstatemeirt of the financial statements, whether due to fraud or enor. In 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 desigl audit procedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion on the effectivEness of the entity's intemal
control. Accordingly, we o(press no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used aud the reasonableness of significant accounting estimates made by management,

as well as evaluating the overall presentation of the financial stateme,nts.

W'e believe that the audit evidence we have obtained is sufficisnt and appropriate to provide a basis for our

audit opinion.

Opinion

In our opinion, the financial state,ments referred to above present fairly in all material respects, the financial
position of Tri-County Telephone Company, Inc. as of December 3 1 , 20L2 afi 201 I , and the results of its
operations and its cash flows for the years then ended in accordance with U.S. generally accepted

accouoting principles.

Ke,"C- Lt?

XPi!IG LLP ir ! OslsdaG finlt€d hrb{ity potlrsEilp,
lia U.S- m.mbc. fto d KPMG lnErftrtonal Coop6€ilva
rKPMC lntmdbnsl.l ! SwlE HUU.

March 28, 2013
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TRr-COUNTY TELEPITOIYE COMPANY, INC.

Balance Sheets

Decernber 3 l, 20 12 and 20 1 I

Assets

Currcnt assets:

Cash and cash equivalents
Accounts receivable, net
Materials and supplies
Prepaid expenses
Defened income taxes
Income taxes rcceivable from E. Ritter & Company

Total current asscts

Noncurrent assets:
Nonregulated investments, net
Investments
Dcfcrred charges

Total noncurrent assets

Telephone plant:
In-service
Under construction

Total telePhone Plant

Less accumulatcd depreciation

Net telePhone Plant

Liabilities and Stockholder's Equity

Current liabilities:
Accounts payable
Due to affiliates
Cunent mahrrities of capital lease obligations
Incomc taxes payable to E' Ritter & Company
Accrued expenses
Customer deposits and advance billings

Total current liabilities

Long-term liabilities and deferred credits:
Capital lease obligations
Defcned income taxcs

Total long-term liabilities and dcfened crcdits

Stockholdcr's equity:- -Cot-on stock,i par value; Authorized llshares; issued and

outstandinglhares
Additional paid-in capial
Retaired eamings

Total stockholder's equitY

See accompanying notes to financial statements.

Received & ltlsPEcted

OCT ? Z ZJfi

FCC Mail Roorn

2011
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TRI-COITNTY TELEPHONE COMPANV, INC.

Statements of Income and Retained Eamings

Years ended Decernber 31,2012 and 2011

2012 2011

Operating revenues:
Local service
Network access

Long distance
Other
Nonregulated sales

Total operating revenues

Operating expeffies:
Plant operations
Depreciation and amortization
Customer oPerations
Corporate operations
Nonregulated exp€nses
Taxes - other than inoome taxes

Total operating expenses

Operating income

Other income (expense) :

Interest incorne
Interest expenrie

Total other expense, net

Income before income taxes

Provision for income taxes

Net income

Retained earnings:
Beginning of year
Dividends

End ofyear

See accompanying notes to financial statements.
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TRr-COTJI\TY TELEPHONE COMPANy, INC.

Statements of Cash Flows

Years eaded December 31,2012 and 2011

20L2 2011

Cash flows from operating activities:
Netincome
Adjustments to reconcile net income to net cash provided by

operating activities:
Noncash operating activities:

Depreciation and amortization
Change in defened credits
Change in defened income taxes
Uncollectible operating rwenues
Loss on sale of property, plant and equipment

Changes in operating assets and liabilities:
Accounts receivable
Materials and suPplies
Deposits and prepaid expenses
Accounts payable
Due to affrliates
Other current liabilities
Income taxes

Net castr provided by operating activities

Cash flows fiom investing activities:
Proceeds frorn the sale of property, plant and equipment
Purchase of property, plant and equipment
Purchase of investrnents

Net cash used in investing activities

Cash flows from financing activity:
Borrowings under capital lease obligations
Payment of capital lease obligations
Payment of dividends

Net cash used in financing activitY

Net decrease in cash and cash equivalents

Cash and cash equivalents:
Begrnning of year

End ofyear

Supplernental cash flow disclosures:
Interest paid
Income taxes paid

See accompanying notes to financial statements.
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TRI-COUNTY TELEPEONE COMPAI{Y, INC.

Notes to Financial Statements

December 31,2012 and 2011

(1) Organization and Summary of Significant Accounting Policies

(a) Organization

Tri-County Telephone Company, Inc. (the Company) is a wholly owned subsidiary of E. Riuer
Communications Holdings, krc. (RCH or the Parent), which is a wholly owned subsidiary of
E. Ritter & Company (ERC).

The Company provides local service, network access, high speed data service, long-distance, and

other telecommunications products and services to businesses and individuals in portions ofNewton,
Boone, Carroll, and Searcy Couqligg in Arklqqs. As of December 31,2012 and 201l, the Company
was providing iocal service tolaccess lines, respectively, and residential high speed

dataserviceioEcustomers,respectively.Inaddition,approximatelyIofthe
Company's local service customers had selected the Company as their primary long distance carrier
as of December 31,2012 and 2011. The Company also provides cable television (CATV) services to

-customers 

as of December3l,20l2 and20ll, respectively.

(b) Gen*al Disclosure of Regulatory Matters

The Company's telephone operations are regulated in nature and its telephone accounting records are

maintained in accordance wittr the rules and regulations of the Arkansas Public Services Commission
(APSC), 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 Operalions. The Company's regulated operations were subject to the provisions of
regulatory accounting under which actions by regulators can provide reasonable assurance of the

recognition of an asset, reduce or eliminate the value of an asset and impose a liability on a regulated
enterprise. Such regulatory assets and liabilities are requked to be recorded and, accordingly,
reflected in the balance sheet ofan entity subject to regulatory accounting.

(c) Use of Estimates

The preparation of finanoial statements in conformity with accounting principles generally accepted

in the Uuited States of America requires management to make estimates and assurnptions that affect
the amounts of assets, liabilities, revenues and expe.lrses, and disclosure of oontingeut assets and

liabilities at the date of the financial statements. The estimates and assumptions used in ttre

accompanying frrancial statements are based upon management's evaluation of the relevant facts
and circumstances as of the date of the financial statements. Actual results realized may differ from
these estimates.

(d) Cash Equivalents

The Company considers all highly liquid short-term investments purchased with a maturity of ttree
months or less to be cash equivalents.

(Continued)
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TRr-COUNTY TELEPHONE COMPANY, INC.

Notes to Financial Statements

December 31,2012 and 201I

Materials and Sapplies

Inventories are valued at the lower of cost (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 specific-identification method) or market.

Teleplnne Plant and Depreciation

Telephone plant in-service is stated at original cost, including general overhead capitalized and an
allowance for funds used during construc.tion. For financial r€porthg pulposes, the Company
provides for depreciation using straight-line composite rates over the estimated useful lives of the
assets. Telephone plant not subject to regulation is inqluded in nonregulated invesknents,

When telephone plant is retired, the original cost, net of salvage, is charged against accumulated
depreciation. The cost of maintenance and repairs of telephone plant, including the cost of replacing
minor items not affecting substantial betterments, is charged to maintenance expense as incurred.
When nonregulated property is retired, the cost of the property and the related accumulated
depreciation are removed from the balance sheet, and any gain or loss on the transaction is recorded.

Long-Liued Assets

The Company reviews the carrying value of long-lived assets for impairment whenever events and
circumstances indicate that the carrying value of an asset may not be recoverable from the estimated
future cash flows expected to result from its use and eventual disposition. When undiscounted
expected future cash flows are less than the carrying value, an impairurent loss is recogrized equal to
an amount by which the carrying value exceeds the fair value of the asset. The factors considered by
the Company in performing this assessment include current operating rezults, trends and prospects,
as well as the effects of obsolescence, demand, competition and other economic factors.

Revenue Recognition - Network Access and Long-Distance Settlenents

Revenues are recognized when earned and are primarily derived &om usage of the Company's local
exchange networks and facilities. The Company accrues unbilled revenues earqed from the date of
the customers' last billing to the end of the accounting period. Cedain toll and access serrrice
revenues are estimated under cost separation procedures that base revenues on current operating
costs and investments in facilities to provide such services.

The Company also participates in revenue pooling arrangements with other local service providers.
Such pools were fuuded by local interexchange carriers and other providers of telecommunications
services. Setttements with these revenue pooling arrangements are subject to retroactive adjustnents
from the pool mernbers. The impacts of these adjustuients are recorded in the period in which they
are reported to the applicable pool adugigis@tor.During 2012 and 2011, ttre Company recorded
6u1-ofiperiod poolini-adjustments of ftincrease-to earnhgs) *dIil1a""."*" to
earnings), respectively, in network access revenue.

fncome Taces

Income taxes are accounted for using the asset and liability method. Deferred taxes are recognized
for the tax consequences oftemporary differences by applying enacted statutory rates applicable to

(e)

CI

k)

(h)

(r)

(Continued)
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TRI-COUNTY TETEPIIONE COMPAI{Y, INC.

Notes to Financial Statements

December 3l,2Al2 and 201 1

future years to differences between the financial statement carrying amounts and the tax bases of
existing assets and liabilities. The Company is included in the ERC consolidated federal and state tax
refurns. lncome tax expense is calculated on a separate retum computational basis.

The Company recognizes tax positions which are more likely than not to be sustained. The Company
has determined that it does not have any material unrecognized tax benefits as of December 31,

2012. Years ending on or after December3l, 2010 rernain subject to examination by federal and

state authorities.

Statement of Conryrehensive fncome

The Company does not have accumulated other comprehensive income. Accordingly, a statement of
comprehensive income has not been presented.

Accounts Receivable

Accounts 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 on the basis of historical
experience, market conditions, current tends, and any specifically identified customer collection
issues. Unsollectible accounts are written off when a settlement is reached for an amount that is less

than the outstanding historical balance or when the Company has determined that collection of the

balance is unlikely. At December 31,2012 and 2011, the Company had recorded allowances of

-respectively.

Fuir Value of Assets and Liabilifies

The Company has estimated the fair value of its financial inskuments using available market
inforrration or other appropriate valuation mettrodologies. Considerable judgment, howwer, is
required in interpreting market data to develop certain estimates of fair value. Aocordingly, certain
estimates are not necessarily indicative of the amounts that the Compauy would realize in a current
market exchauge.

The carrying value of cash and cash equivale,uts, accounts receivable, accounts payable, and due to
affiliates approximates fair value because of the short mahuity of those instruments. The fair value
of the Company's capital lease obligations are based on discounted cash flow analysis using the

Company's incremental borrowing rate for similar types of borrowing arrangements and

approximates fair value.

Subsequent Events

The Company has evaluated the effect subsequent events would have on the finanoial statements

through March 28, 2013, which was the date the fisatrcial statements were available to be issued.

0)

(k)

(t)

(m)

(Continued)
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TRI_COI'NTY TELEPHONE COMPANY, INC.

Notes to Fiaancial Statements

December 3L,2012 and 2011

Telephone Plant

Telephone plant in-servioe at December 3l is sumrnarized as follows:

Estimated
useful
lives 2011

Land
Support assets
Central offi ce switching
Central offrce transmission
Originating/terminating assets

Cable and wire facilities

Depreciation expense for telephone plant for 2012 and 2011, respectively.
in service, *urIinSuch provision, as a percentage ofthe average balance oftelephone plant

2012 and 2011, respectively. The Company periodically evaluates the depreciable lives of its property,

plant and equipment and rnakes adjustments to its de,preciation rates accordingly.

(3) Income Texes

The provision (benefit) for income taxes aBributable to the Company's regulated and noruegulated
activities is as follows:

2012

Current:
Federal
State

Deferred:
Federal
State

(Continued)
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TRI-COUNTY TELEPHONE COMPAIYY, INC.

Notes to Financial Statements

December 3l,20l2 and 2011

20ll

Curreut:
Federal
State

Deferred:
Federal
State

The differences between the federal statutory rate and the Company's effective tax rate are as follows:

2A12 20Lt

Federal starutory rate
State income tax * net of federal benefit
Other

rise to significant components of the Company'sThe tax effects of temporary differences that give
deferred income tax€s at Decqnber 31 are as follows:

Current deferred tax assets (liabilities):
Allowance for doubtful accounts
Other

Net current deferred tax assets

Noncurreut deferred tax assets (liabilities):
Telephone plant
Other

Noncurrent deferred tax liabilities

2012 20lI

In assessing the realizability of defened tax assets, management considers whettrer it is more likely than

not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of
deferred tax assets is dependent upon the generation of future taxable income during the periods in which
those ternporary 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 plaoning stategies in making this assessment. Based upon the level of historical

(Continued)
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TRI_COIJNTY TELEPHONE COMPAT{Y, INC.

Notes to Financial Statements

December 31,2012 and 2011

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

are deductible, management believes it is more likely than not that the Company will realize the benefits of
these deductible differences at December3L,2012. 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 perioil are reduced.

(4, Nonregulrted lnvestments, Net

Nonregulated investnents, net at Dec€mber 3 I consist of the following:

Dstimated
useful
Iives 2011

Customer premises equipment
Public telephone equipment
CATVequipment

Accumulated depreciation

lnventory

Property and equipment included in nonregulated invesfinents in the accompanying balance sheets are

stated at original cost. Depreciation on nonregulated investnents other than CATV equipment is computed
using the straight-line method for both financial reporting and inoome tax purposes over an estimated

useful life of five years. Depreciation on CATV equipment is computed using the straight-line method for
financial reporting purposes and accelerated methods for income tax purposes. CATV estimated useful
lives range from three to twelve years. Dqxeciation e:cpense of tre nonregulated property and equipment
wasllfor 2012 and 201l, respectively.

l0 (Continued)
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TRr-COTTNTY TELEPHONE COMPANT, INC.

Notes to Finansial Statements

December 3l,Z0l2 and 201I

lncome from nonregulated invEstments is as follows:

Sales:
Customer premises equipment revenues
Dial-up internet acces s

CATV Revenue
Other income

Total sales

Expenses:
Cost of customer premises equipment
Internet access
CATV expense
Depreciation and amortization
Loss on sale of assets
General and administrative
Other expenses

Total expenses

Pretax loss from nonregulated invesbnents

(5) 0perating Leases

2012 2011

The Company leases certain real estate and equipment under operating leases. Rental expense underthese

l"rro n*iE in}al2 and 2011, respectively. Future miuimurn lease payments under

these leases are as follows:

2013
2014
201 5
2016
2017
Thereafter

(6) Employee Benelit Plans

The Company leases all of its employees from RCH, and all related costs are allocated to the Company.

n (Continued)
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TRI{OUNTY TELEPEONE COMPANy, INC.

Notes to Financial Statements

December ll,20l2 and 201I

The Company participates with ERC and ERC's subsidiaries in a noncontributory defined benefit pension

ptan (the Plan) coveriug substantially all of the employees of ERC and its subsidiaries. Pension benefits are

based on an employee's years of credited service and compmsation. ERC's funding policy is to satisfr the

funding requirernents of the Employee Retirem€nt Income Security Act of 1974. Expenses for 2012 and

2011 related to this plan wer , respectively, and are included in the allocation of
employee costs from RCH.

The Company participates with ERC and ERC's subsidiaries in an employee savings plan under

Section40l(k) of the lntemal Revenue Code (the40l(k) Plan) covering zubstantially all full-time
employees of ERC and its subsidiaries. Employees may elect to contribute a portion of their eligible pretax

compensation up to certain specified limits. The Company also makes annual contibutions to the 401(k)

PIan. Expensesior 2012 *a ZOtt related to this plan wereIIIII, respectively, and are

included is the allocation of employee costs from RCH.

(7) Related-PartyTransactions

Sigrificant portions of accounting and administrative services are provided to the Company by RCH.

These services are primarily billed to the Company in the form of a management fee. Charges to the

Company from affiliated entities are caloulated based upon cost and a rate of retum to provide such

services as prescribed by the regulatory process. Charges for these services are as follows:

2012 2011

Operating revenues:
Charges to affiliates for software maintenance

Operating expenses:
Management fees-RCH

Other expenses:
Interest expense

2012

tz

II
The company was allocated imputed interest costs from RCH based on RCH's capital shucture, which
,orrr"olE [t Lvrziuru zur l. ttiu-otutlytir-v.

Receivables (payables) arising from related-party transactions at DecembEr 3l are as follows:

E. Ritter Commuuications, Inc.
Ritter Cable Corporation
Millington CATV,Inc.
E. Ritter Telephone Company
RCH

(Continued)
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Notes to Financial Statements

December 31,2012 and 201I

(E) Concentratlons of Credit RIsk

During 201! t revenue settlernents received from the National Exchange Caniers Association

represented , respectively, of total rev€nues. During 2012 and 2011, net revenue

settlements ffi-liom-1ft Arkansas Universal Service Fund lE5esented E,
respectiveln of total revenues. No other entity accounted for more than f of revenues during 2012 afi
201 t.

l3
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March 27, 2013

KPMGLLP
50 N Front St #900
Memphis, TN 38103-1109

Ladies and Gentlemen:

We are providing this letter in connection with your audits of the balance sheets of Tri-County Teleplrone
Company, Inc. (the Company) as of December 31,2012 and 20llthe related statements of income and

retained earnings, and cash flows for each ofthe years then ended, and the related notes to the financial
statements, for the purpose of expressing an opinion as to whether these financial statements present fairly,
in all material respects, the financial position, results of operations, and cash flows of tlre Company in
conformity witlr U.S. generally accepted accounting principles,

Certain representations in this letter are described as being limited to matters that are material. Items are

considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in the light of sunounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement.

We confirm, to the best of our knowledge and belief, as of March 29,2AL3, the following representatious

made to you during your audit:

l. We have fulfilled our responsibilities, as set out in the tenns of the audit engagement letter dated

June 28, 2012, for the preparation and fair presentation of the financial statements in accordance with
U. S. generally accepted accounting principles.

2. We have made available to you:

a. All records, documentation, and information that is relevant to the preparation and fair
presentation of the financial statements;

b. Addilional information that you have requested from us for the purpose of the audits;

c. Unrestricted access and the full cooperation of perconnel within the entity from whorn you
determined it necessary to obtain audit evidence; and

d. All minutes of the meetings of stockholders, directors, and committees of directors, or summaries

of actions of recent meetings for which minutes have not yet been prepared.

3. Except as disclosed to you in writing, there have been no communications from regulatory agencies
concerning noncompliance with, or deficiencies in, financial reporting practices.
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5.

6.

7,

There are no:

a. Violations or possible violations of laws or regulations, *lt9t" effects should be cnnsidered for

disclosure in tle financial statements or as a basis for recording a loss contingency.

b, Unasserted claims or assessments that our lawyer has advised us are probable of assertion and

must be disclosed in accordance wittr Financial Accounting Standards Board (FASB) Accounting

Standards Codifi cation (ASC) 450, C ontingencie s'

c. Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by

FASB ASC 450, Contingeruies.

d. Material tansactions that have not been properly recorded in the accounting records underlying

the financial statements.

e. Events that have occurred subsequent to the batance sheet date and through the date of this letter

that would require adjustment to or disclosure in the financial statements'

All known actual or possibte titigation and claims have been accounted for and considered for

disclosure in accordance with ASC 450,Contingercies'

The effects of the uncorrected financial statement misstatements summarized in the accompanying

schedule are immaterial, both individually and in the aggregate, to the financial statements taken as a

whole.

$y'e acknowledge our responsibility for the design and implementation of progams and-controls to

prevent and detict fraud;ior adopting sound accounting policies; -1{* t}re design, implementation

and maintenance of intemal control ielevant to the preparation and fair presentation of the financial

statements and to provide reasonable assurance against the possibility of misstatements that are

material to the financial statements whether due to error or fraud'

There are no deficiencies, significant deficiencies, or material weaknesses in the design or operation

of internal contol over Frnaicial reporting of which we are aware, which could adversely affest the

company's abitity to initiate, authorize, foord, Pfoce;s, or rcport financial data. we have applied

the ffiufons of " 
;iiit*ant defwiZncy" and a "materiai wealqtess" in accorddnce with the

iefinriions in tli-C Secitoi 265, Cimmun*oting Internal Control Related Matters ldentifud in an

Audit.

We have disclosed to you the results of our assessment of tlre risk that the financial statements may

be materially misstated as a result of fraud.

we have no knowledge of any fraud or suspected fraud affecting the entity involving:

a. Management

b. Employees who have significant roles in internal conbol over financial reporting or

c. Others where the fiaud could have a material effect on the financial statements'

We have no knowledge of any allegations of fraud or suspected fraud affecting the entity received in

communication, from"employao, firmer employees, analysts, regulators, short sellers, or others'

8.

9.

10.

l t.
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The Company has no plans or intentions that may materially affect the carrying value or
classification of assets and liabilities.

We have no knowledge ofany offrcer of the Company, or any other person acting under the direction

thereof, having taken any action to fraudulently influence, coerce, manipulate or mislead you during
your audit.

The following have been properly recorded or disclosed in the financial statements:

a. Related parly relationships and transactions, of which we are aware, in accordance with the

requirements of U.S. generally accepted accounting principles, including sales, purchases, loans,

transfers, leasing arangements, guarantees, ongoing contractral commitments and amounts

receivable from or payable to related parties.

b. Guarantees, whether written or oral, under which the Company is contingently liable, including

guarantee contracts and indemnification agreements pursuant to FASB ASC 460, Guaranlees .

c. Significant estimates and material concentrations known to management that are required to be

disclosed in accordance with FASB ASC 275, Rislcs and Uncertainties.

Significant estimates are estimates at the balance sheet date, which could change materially within
the nextyear. Concentrations referto volumes ofbusiness, revenues, available sources ofsupply, or
markets or geographic areas for which it is reasonably possible that events could occur which would
significantly disrupt normal finances within the nextyear.

d. Significant common ownership or management contol relationships requiring disclosure.

e. Capital stock repurchase options or agreements or capital stock reserved for options, warrants,

conversions, or other requirements.

f. Arrangements with financial institutions involving compensating balances or other arrangemen8

involving restrictions on cash balances and lines of credit or similar arrangements.

g. Agreements to repurchase assets previously sold, including sales with recourse.

h. Changes in accounting principle affecting consistency.

i. The Company has satisfactory title to all owned assets, and there are no liens or encumbranoes on

such assets, nor has any ass€t been pledged as collateral.

The Company has complied with all aspects of laws, regulations, and contactual agreements that

may affect the financial statements, in the event of noncompliance.

There have been no:

a. Instances of fraud that ooutd have a material effect on the adjustments,

b. Allegations, either written or oral, of misstatemen8 or other misapplication of accounting
principles in the Company's adjustnents that have not been disclosed to you in writing.

c. Allegations, either written or orat, of deficiencies in internal contol that could have a material

effect on the Company's adjustnents that have not been disclosed to you in writing.

t2.

13.

14.

15.

16.
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d, False statements affecting the Company's adjustrnents made to you, our internal auditors, or
other auditors who have audited entities under our control upon whose work you may be relying
in connection with your audit.

There are no material transactions that have not been properly recorded in the accounting records

underlyin g the adj ustments.

Receivables reported in the financial statements represent valid claims against debtors for sales or
other charges arising on or before the balance sheet date and have been appropriately reduced to their
estimated net realizable value.

The following information about financial instnrments with off-balance-sheet risk and financial
instruments with concentrations of credit risk has been properly disclosed in the financial statements:

Extent, nature, and terms of financial instruments with off-balance-sheet risk;

The amount of credit risk of financial inshuments with off-balance-sheet credit risk, and

information about the collateral supporting such financial instuments; and

c. Sigrrificant concentrations of credit risk arising from all financial instnrments and information
about the collateral supporting such financial instruments.

The Company has accounted for asset retirement obligations in accordance with FASB ASC 410-20,

Asset Retirement and Ewironmental Obligations -- Asset Retirement Obligations. All legal

obligations, including those under the doctine of promissory estoppel, associated with ttre retirement

of tangible long-lived assets have been recognized. The Company recognized the obligations at fair
value.

The Company has appropriately grouped long-lived assets together for purposes of assessing

impairment in accordance with FASB ASC 360, Property, Plant and Equipment. We have reviewed
long-lived assets, including amortizable intangible ass€ts, to be held and used, for impairment
whenever events or changes in circumstances have indicated that the carrying amount of the assets

might not be recoverable. Provision has been made for any material adjustments to longJived assets

including amortizable intangible assets.

We are responsible for making the fair value rneasurements and disclosures included in ttre financial
statements in accordance with FASB ASC 820, Fair Yalue Meannement and Disclasures, including
determining the fair value of assets and liabilities for which there has been a significant decrease in
the volume and level of activity in relation to the normal market activity for those assets or liabilities
(or similar assets or liabilities) or for which transactions are deemed not orderly. As part of fulfilling
this responsibility, we have established an ac,counting and financial reporting proc€ss for ddermining
the fair value measurernents and disclosures, in accordance with the fair value techniques included in
FASB ASC 820, considered the approprideness of valuation techniques, adequately supported any

significant assumptions used, and ensured that the presentation and disclosure of tte fair value
measurements are in accordance with U.S. generally accepted accounting principles including the

disclosure requirements of FASB ASC 820. We believe the assumptions and techniques used by us,

including those used by specialists engaged by us, are in accordance witr the definition offair value
in FASB ASC 820 and the disclosures adequately describe the level of the inputs used in the fair
value measuremen! in accordanse with the fair value hierarchy in FASB ASC 820'

r7.

18.

19.

a,

b.

20.

2t.

7)
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\Ve believe that all material expenditures that have been deferred to future periods will be

recoverable.

We believe that the achrarial assumptions and methods used to measure pension liabilities and costs

for financial accounting purposes are appropriate in the circumstances.

Provision, when material, has been made for:

a. Losses to be sustained from inability to fulfill any sales commitments.

b. Losses to be sustained as a result of purchase commitments for inventory quantities in excess of
normal requirements or at prices in excess of the prevailing market prices.

c. Losses to be sustained as a result of the reduction of excess or obsolete inventories to their

estimated net realizable value.

All sales transactions entered into by the Company are final and there are no side agreements with
customers, or other terms in effec! which allow for the retum of merchandise' excopt for
defectiveness or other conditions covered by usual and customary warranties.

The Company has properly accounted for and disclosed those arrangements in which goods and

services, or both, are to be delivered separately in a bundled sales anangement in accordance with

FASB ASC 605-25, Revenue Recognition -- Multiple-Element Arrntgement*, as amended by FASB

ASU 2009-13, Rstenue Recognition (Iopic 605): Multiple-Deliverable Revenue Arrangements

(FASB ASU2009-13).

The financial statements disclose all of the matters of which we are aware that are relevant to the

entity's ability to continue as a going concern, including significant conditions and events, and our

plans.

A valuation allowance against defened tax assets at the balance-sheet date is not considered

necessary because it is more likely than not the deferred tax asset will be fully realized.

The calculations of curent and defened tax expense (benefit) and ttre measurement of the related

current and deferred tax asseB and liabilities have been determined based on appropriate provisions

of applicable enacted tot laws and regulations.

Uncertain tax positions have been accounted for in accordance with the provisions of FASB ASC

740, Income Taxes-

We have not received any advice or opinion that contradicts the Company's support for the tax

accrual related matters, that contradicts ttre Company's financial statement amounts and

presentations, or that is necessary to understand the Company's ta:< accrual and related matters.

We have disclosed to you all accounting policies and practices we have adopted that, if applied to

significant iterns or transactions, would not be in accordance with U.S. generally accepted

accounting principles. We have evaluated the impact of the application of each such policy and

practice, tottr iniiriaually and in the aggregate, on the Company's current period financial

itatements and our assessment of internal control over financial reporting, and the expected impact of
each such policy and practice on future periods' financial reporting. We believe the effect of these

policies and practices on the financial statements is not material. Furtlrermore, we do not believe the

21.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.
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impact of the application of these policies and praotices will be meterial to the financial statements in
firurre poriods.

Furthsr, wc cmfirm that we aro responsible for the fair presentation in the finanoial Etatements of finurcial
positio& results of operations, and cash flows in conformity with U.S. generally accepted accounting

principles.

Vorytnrlyyors,

Tri-County Telcphone Compann Inc.

E. Nger Conpnwications Holdings, hrc.
Tfi-Cowlfy Telephorc Conyaay btc.

Db?rtorofA*outing
E Ritter Comnnlcalions Holdkg, Inc.
Tli-furty Teleplone Congqrr, Inc.

\fil[asl F. Hanison
Chi{Flnarial Oficel, E Rttter &Conpany
SeoelaryllTeasarer, Tli-Cotsrt), Teleplune Compory, Inc,
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KPMG LLP
Suite 900
50 Nodh Front Street
Memphis, TN 38103-1 1S4

May l,2013

Audit Coomittee
E. Ritter & Company
Marked Tree, Arkansas

Ladies and Gentlemen:

In planning and performing our audit of the financial statements of E. Ritter & Company
(the Company) as of and for the year ended December 31,2012, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company's
internal conkol over financial repoding (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose ofexpressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Company's internal cortrol. Accordingly, we do not express an opinion on the effectiveness
of the Company's intemal control.

Our consideration of intei:ral control was for the limited purpose described in the preceding
paragraph and was not desigrred to identify all deficiencies in internal conkol that might be
material weaknesses and/or significant deficienci€s and therefore, material weaknesses and/or
sipificant deficiencies may exist that were not identified. However, as discussed below, we
identified certain deficiencies in internal control that we consider to be significant deficiencies.

Because of its inherent limihtions, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are

subject to the risk that contols may become inadequate because ofchanges in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

A deficiency in intemal control exists when the design or opoation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstaternenE on a timely basis. A material weakness is a

deficiency, or a combination of deficiencies, in intemal control, such that there is a reasonable
possibility that a material misstatement of the entify's financial statements will not be prevented,
or detected and corrected, on a timely basis. The identified significant deficiency described
below is not considered to be material weakness.

A sipificaat deficiency is a deficiencn or a combination of deficiencies, in internal conhol *rat
is less severe thau a material weakness, yet important enough to merit attention by those charged
with governance. We consider the following deficiencies in the Company's internal control to be
sigrrifi cant defi ciencies :

KPI,G LLF ts s O€|re llo[rd [.Ulry p&lrf,trhlg,
iha U.S. mffibs fim ol KPi.lG lr{.mrlbn.l Coog€Etks
|KPMC krbm.tholf), r SwBr 6tty.
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AuditCommittee
E. Ritter & Company
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Nonroutine Transactions

The Company's existing control structure failed to prevent or detect a number oferrors related to
the presentation and disclosure of certain activities related to acquisitions and divestitures. We
recommend that management reevaluate their control structure regarding the accounting,
presentation and disclosure for nonrecurring transactions.

Management Response

Management agrees that our operating struchre was not effective in developing the information
needed to propedy record and document the purchase accounting details of the Millington
acquisition tansaction on a timely and accurate basis. We underestimated the complexity of the
task, under-resourced the implementation, and required more support from KPMG than should
have been required. Orr accounting systems and processes are focused on recording transactions
and issuing internal financial statements. In 2013, we must develop additional capacity to
manage our external financial reporting and to be prepared for future transactions as we grow the
Company.

This communication is intended solely for the information and use of managemeut, the audit
committee of E. Ritter & Company, and others within the organization, and is not intendedto be,
and should not be, used by anyone other than these specified parties. E. Ritter & Company's
written response to the significant deficiency identified in our audit was not subjected to the
auditing procedures applied in the audit ofthe financial statements, and accordingly, we express
no opinion on it.

Very trulyyours,

tlpll./1F* Lp
Mernphis, Te,nnessee


