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This representation retter is provided in .connection 
with your audit of the flnanciar-statements of Hershey

Cooperative Tetephon;';o., rinon io*prir" if,e balance slieets uiof O"L"*ber 31 '.2012 
and 2011' and the

retated statements of income, retained 
"rr"i.g;, 

,r,d};lPy:,I".r tn" y"ut= then ended' and the related notes

to the financial statements, for the purpose oiexpressin-g an opinion as'to whether the financial statements are

presented fairry, in arr mai"har respects, in ,""oioin"L wiin accountrg pri."iples generally accepted in the United

States (U.S. GAAP)

certain representations in this letter are described T ::':g,]yited 
to matters that are material ltems are

considered materiar, regardress of size, if they invorve an omission oi*iiitut"ment of accounting information that'

in tight of surroundins-Ji,cum=trn""r, ,"x".v'i fi;;qT" ;iii:l,rd;;i 
"., i '"-:::-lahre 

person relvins on the

information wourd be changed or influenced by the omission or misstitement. An omission or misstatement that is

monetarily small in ,*orti"oriO oe consiOeidd material as a result of qualitative factors'

we confirm, to the best of our knowledge and belief, as of January 31, 2013 the folloWing representations made

to you during Your audit'

Financial Statements

o we have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated

November 15,2012'

. The financiar statements referred to above are fairry presented in conformity with U.s. generally accepted

accou nting PrinciPles'

rWeacknowledgeourresponsibilityforthedesign'implementation,andmaintenanceofinterna|control
rerevant to the preparation ano rair-'pie;";i;i';-;;f'fin;,ici;t-'ri"t"*"ntt that are free from material

misstatement, whether due to fraud or enor'

.Weacknowledgeourresponsibilityforthedesign,implementation,andmaintenanceofinternalcontrolto
Prevent and detect fraud'

.Significantassumptionsw.eusedinmakingaccountingestimates,includingthosemeasuredatfairvalue,
are reasonable. The disclosures ,Lirl"O ti, accounting ";tir,6; 

are coriplete and appropriate and no

subsequent event has occurred tnri*"rro r"quire aollstirenfio tn" accounting estimates or disclosures

included in the financial statements'

-.Wehaveevaluatedindefinitelivedassetsforimpairmentandhavereportedsuchassetsatfairvalue.
. Related party relationships and transactions have been appropriately accounted for and disclosed in

accordance *lttl tn" requirements of U'S' GAAP'

o A, events subsequent to the date of the financiar statements and for which us' GAAP requires

adjustment oioittfotut" have been adjusted or disclosed'
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r The effects of uncorrected misstatements are immaterial, both individually and. in ttre aggFem'Y$foo*
financiat statements as a whole. A di;i il; unlorrecteo *Jriut"r"nts is'attached to the representation

letter. ln addition, you have propor"i 
"O:utting 

Journat ent'ies that have been posted io the company's

accounts. We are in agreement with those adjustments'

. The effects of all known actual or possible litigation, claims' and assessments have been accounted for

and disclosed in accordance with U'S' GAAP'

r Materialconcentrations have been properly disclosed in accordance with U's' GfuqP'

nGuarantees,whetherwrittenororal,underwhichthecompanyiscontingentlyliable'havebeenproperly
recorded or disclosed in accordance with U'S' GMP'

lnformation Provided

. We have provided you with: ,-_ _-a t^.

o Access to all information, of which we are aware! that is relevant.to the preparation and fair

pr"r"nt.tion of the financi"f 
"t"i"m"nts, 

such as records' documentation' and other matters'

o Additional information that you have requested from us for the purpose of the audit'

oUnrestrictedaccesstopersonswithintheentityfromwhomyoudetermineditnecessarytoobtain
audit evidence.

o All material transactions have been recorded in the accounting records and are reflected in the financial

statements.

o we have disclosed to you the results of our assessment of the risk that the financral statements may be

materially misstated as a result of fraud'

. we have no knowledge of any fraud or suspected fraud that affects the entity and involves:

o Management,

oEmployeeswhohavesignificantrolesininternalcontrol'or

o others where the fraud could have a material effect on the financial statements'

. We have no knowledge of any allegations of fraud.or suspected.fraud 3{99tins 
the entity,s financial

statements communicated by emplo!Z"", i**.r employees, analysts, regulators' or others'

rWehavedisclosedtoyouallknowninstancesofnoncomplianceor.suspectednoncompliancewithlaws
and regulations wnose effects shouid ue consioered when preparing financial statements'

. we have disclosed to you all known actual or possible litigation, claims, and assessments whose effects

shoutd o" 
"oniioir"o 

wnen preparing the flnancial statements.

. we have disclosed to you the identity of the entity's related parties and all the related party relationships

and transactions of which we are aware'

.Thecompanyhassatisfactorytitletoallownedassets,andtherearenoliensorencumbrancesonsuch
assets nor has any asset been pledged as collateral'

o we acknowledge our responsibility for presenting the. consolidating inform.ation in accordance with U'S'

cAAp, and we betieve the consotibaiin6 intor*uiion, in.irJing iti 16* and content, is fairly presented in

accordance with U.S. GMP. Tne m6tnoOs of measuiemJnt and presentation of the consolidating

information have not changed trom inose used in the prior period, and we have disclosed to you any

significant assumptions or interprei"iilirr 
-rro"rlying 

the' measurement and presentation of the

suPPlementary information'
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Other Services Provided

. ln regards to the drafting of the financial statements and the preparation of federal and state income tax

returns bY You, we have:

oMadeallmanagementdecisionsandperformedallmanagementfunctions.

o Designated an individualwith suitable sltill, knowledge, or experience to oversee the service'

oEvaluatedtheadequacyandresultsoftheservicesperformed.

o Accepted responsibility for the results of the services'
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Board of Directors
Hershey Cooperative Telephone Company
HersheY, Nebraska

we have audited the accompanying consolidated financial statements of Hershey cooperative Telephone

company (a Nebrasxa-""rpli"ti""i ano su.oiioiary, which comprise the consolidated balance sheets as

of December gl, zoii aiio zoti, ano tne ieiitlo consolidated statements of income, changes in

stockholders' equity, 
"nO "irn 

flows for tn" y."rt then ended and the related notes to the consolidated

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 accounting principle. g*r,;lly 1"".pt"o.in the United states of America; this includes

the design, implemeniatioi,'ano 
'mainienance of internal control relevant to the preparation and fair

presentation of consolidated financial statements that are free from material misstatement' whether due

to fraud or error.

Auditor's ResPonsibilitY

ourresponsibilityistoexpressanopinionontheseconsolidatedfinancialstatementsbasedonour
audits. We conducteO-ouiaudits in accordance with auditing standards generally accepted in the United

States of America. fnoie standards require-tnat we plan lnd perform the audit to obtain reasonable

assurance aUout wfreinli the consolidated financial stat'ements are free of material misstatement'

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

the consoridated Rnanciat 
"statements. The procedures serected depend on the auditor's judgment,

including the assessmeni of the risks of materiat misstatement of the consolidated financial statements'

whether due to trauo'or Lrror. rn making tnoie rist< assessments, the auditor considers internar control

relevant to the entity,s preparation and fair pieientation.of the consolidated financial statements in order

to design audit procedures that ut" ,pploptiitu in the circumstances, but not for the purpose of

expressinganopinionontheeffectivenessoftheentity'sinternalcontrol.Accordingly,weexpressno
such opinion. An audit also includes evatuating the appropriateness of accounting policies used and the

reasonableness of significant accounting eiti"mat"s maO'e Uy management' as well as evaluating the

overatt presentation oithe consolidated flnancial statements'

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

our audit oPinion'

-1-



Fremont, Nebraska
February 1,2013

Opinion

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

respects, the financial p".itr. of Hershe! coopui'tiu" Telephone Company and subsidiary as of

December 31 , 2012 and 201 1 , and tne resuits of their operations and their cash flows for the years then

ended in accordance with accounting principies generatty accepted in the united states of America'
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ERICKSON & BROOKS
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Current assets:
Cash
Temporary investments (Note 2)

Accounts receivable, net

Other accounts receivable
lnterest and dividends receivable

Materials and suPPlies
Prepaid expenses (Note 5)

Prepaid income taxes

Noncurrent assets:
lnvestments:

Long-term cash investments
Nonregulated equipment - net (Note 4)

Other noncurrent assets

lntangible assets

Propefi, plant and equipment (Note 3)

Telecommunications plant in service

Accumulated provision for depreciation

Current liabilities:
Accounts payable
Customer dePosits
Advance billings and PaYments

Accrued exPenses
Patronage dividends PaYable

Other current liabilities

Other liabilities and deferred credits:

Deferred income taxes (Note 6)

Stockholders' equitY:

Mermbership certificates, fer certificate

Patronage caPital assigned

Retained earnings

LIABr LITIES ANP EOIJITIEQ

2Ar'!
!
I_L

I-I
$I

2011.II
I

;

il

2.01.2

$I

1TII
tI
I

I_,I
gI

2012I
I

I
-T
il

Theaccompanyingnotesareanintegralpartofthesefinancialstatements.

-3-
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Operating revenues:
Basic local network services

Network access services
Billing and collection services

Miscellaneous

Less: uncollectible revenues

Total operating revenues

Operating expenses:
Plant specifi c oPerations
Plant nonsPecific oPerations

Depreciation and amortization
Customer oPerations
Corporate oPerations

Other taxes

Operating income

Other income (exPense):
lnterest and dividend income

Miscellaneous exPense

Nonregulated income (loss) (Note 4)

lncome before income taxes

lncome taxes (Note 6)

Net income

2911

TI
II
I

T
I
I

$_I

2412'I
TII

I

II
I

I
$I

The accompanying notes are an integral part of these financial statements'

-4-
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:NTS OF CHANGESI}I-

Balance December 31 , 2010

Net income
Decrease in membershiPs

Dividends

Balance December 31, 201 1

Net income
Decrease in membershiPs
Dividends

Balance December 31, 2012

The accompanying notes are an integral part of these financial statements'

Received & lnspected

OcT 2 4 20'13
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Totql

$I

I
II
il

Retained
Earni,nqs

$I

J
I
I
$I

Patronage
Capital

Assioned

*I

I
II
$I

MembershiP
CefiilcPtPs

$I

-II
J
$I

r
-J-



Cash flows from operating activities:

Cash received from consumers

Cash paid to suppliers and employees

lnterest and dividends received

lncome taxes Paid

Net cash provided by operating actvities

Cash flows from investing activities:

Construction and acquisition of plant

Purchases of cash investments

Proceeds from cash investrnents

Net cash provided (used) by investing activities

Cash flows from financing activities:

Dividends Paid
lncrease (decrease) in:

Patronage membershiP
Customer deposits and advanced payments

Net cash used by financing activities

Net increase (decrease) in cash

Cash - beginning of Year

Cash - end of Year

REDACTED. FOR PUBLIC INSPECTION
.TELEPHO
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2a11I
I

I
_I
I
I

-I
I

_I
!I

I
I

I
I
I
I

I
I

-I
$I

Theaccompanyingnotesareanintegralpartoftheseflnancialstatements'

H
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Reconciliation of net income to
net cash provided by operating actvities:

Net income

Adjustments to reconcile net income

to net cash provided by operating actvities:

Dgpreciation
Loss on sale of equiPment

Reinvested investment income

Patronage dividends
Deferred income taxes

(lncrease) decrease in:

Accounts receivable
lnterest and dividends receivable
Prepaid exPenses
Prepaid income taxes

lncrease (decrease) in:

Accounts PaYable
Accrued expenses

Net cash provided by operating acivities

REDACTED. FOR PUBLIC INSPECTION
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20J1

$I$I

II

Theaccompanyingnotesareanintegralpartofthesefinancialstatements.
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Note 1 - Summary of Significant Accounting Policies

Received & tnsPected

ocT 2 4 2013

FCC Mail Room

Natu,rg oJ OPer3t!ons

HersheycooperativeTelephonec-ompanyandsubsidiaryprovidetelephone'cabletelevision'internetand
.,1urrit. internet ,u,i""J iJ suuicriueri ' -:';H/iff:[iliat;;;;.::ffTii;"i3[;.*i3it:"1ffi:g

l?ifi:", 
"lJ. 

X:lilil",rs 
forrows: te re p hor

PrinciPlq.s 9f CpnsqllCatiqft

The consoridated financiar statements incrude the accounts of Hershey cooperative Terephone company and its

whollv-owned subsidiary, Access oi,"ct 6oni,.nu*'ltion' r-r-C' i,- material intercompany accounts and

iransictions have been eliminated'

System ofAqcgltltts

The accounting poricies of the company conform to generally accepted accounting principles and reflect practices

appropriate to the terepnone inoustry. rn" ,"Iorn't-*i:i""9t,i3 ot tn"e comp'ny 
'16 

maintained in accordance with

the uniform syrt"*"oi';#;i r;,. cr;;;-A i^o e Terephone utffiiLs as prescribed bv the Federal

Communicationi Commission (FCC)'

Use gf Estilnates

The preparation of financiar statements in conformity with genera*y accepted accounting principres requires

management to maxe Eitimates ,no ,r"u.nit-',o'nl' inr't unu.r-trr"-i"ptrt"r am.ounts,of assets and liabilities and

discrosure of contingent assets and riabi,tie!-"t tn" date of tne nnlnciar statements and reported amounts of

revenues ,no urp"n"l='orii"g1# reporting-i;i"i. n"tr"r results could differ from those estimates'

cash consists primar,y of checking and money market accounts, which may be riquidate-d in a period of less than

e0 days. certificates ;i;;p;;it."3no otn.r""uffi#ffiih ;;;;i ;'tuiities over e0 davs are classified as

temporary cash investlr"niJ.-c",tin"ates of o"pl"ii"-*ith matur]ties exceeding one year are crassified as long-

term. cash and temporary cash investments JrJrt"i"a ii cost, which approximates market value'

Tgleco[!r.nu"nications Accou ntl RPcelYqb]e

Doubtfur accounts are written off as deemed uncolrectible. -rt is management's opinion that all accounts

reoresented on the u"Ln"e sheet at o"""*t"i a l,iori,zand 2011'are cotteLiure. The company grants credit to

;5ffi;i;luitantiattv all of whom are local residents'

The company,s poricy is to charge a fervice fee in rieu of finance charges on accounts not paid in 15 days'

ili ; ffi ;; ; v ie rm i #te s s e rv i ce "' ry1'j,X #lii ;*:,:ni l' ;if*n m;: ryi : H;.v;#"1
lr" ,. O"fitquent, which are then turned o'

December 31, 2}12and 201 1'

MaJerials and Suoolies

rnventories are stated at the rower of cost or market. cost is determined principary by the average cost method'

-8-
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PrgogrtY and Eouiom.ent

Telephone plant is capitalized at o.riginal. cost, including ihe capitalized cost of salaries and wages' materials'

certain payrolltaxes and employee benefits'

Renewals and betterments of units of property are charged to tele-phone plant in :".*i:9 when telephone plant is

retired, its cost i" ,e*or"o from the ,lr"t ,"tount and-chargeo Jgainst'accumulated.depreciation, together with

removar costs ress any sarvage rearized. No gains or rosses are relognized in connection with routine retirements

of depreciabre terephone property. substantLi earry retirements oi-i'siets are charged to deferred charges and

amortized in accordance wrtn the rures ,"i;;;il6nr oi +i cFR part 32. Repairs and renewars of minor items

are expensed as incuned.

Deoreciation

TheCompanyprovidesfordepreciationforfinancialreportingpurposesandincometaxpurposesonthestraight
rine method by the apprication of rates u"."i onlr,e eitimat6ci 

"ulriiu 
lives of the various classes of depreciable

propertY.

Pntrgnaqe Caoitql

The company is a cooperative of which.subscribers are members' Each subscriber becomes a member and

receives a membersiip i"rtiri""t" wnicrr wittltuw tne subscriber to vote at the annual meeting'

EevPnqe Rqcqgnition

Tor, access, locar service and misceraneous revenues are recognized when earned regardress of the period in

which theY are billed.

Network access revenue related to interrata and intrarata ton service is received under a system of access

charges. Access charges represent " 
*"tr,o-Jongy ty which rocar terephone companies, incruding the company,

charge the rong distin-ce cairier for access'a^o i,itirr*nnection to locai facilities. The company follows an access

tariff fired with the Gt;rk" pubric servi"" co*ri""ion for intrastate charges and the Federal communications

Commission (FCC) for interstate charges'

when network access service revenues have been received pursuant to the settrement and access agreements

above, they are oiviieJinto traffic sensiti"", 
"ontrrrnc 

sensitiv.e and billing and collecting portions' The revenues

are then either praced into a common p"";;;';;;g""","nt with other uxihang" carriers for redistribution or kept

by the company. The redistributions are ;;" ;;""rding to Jormulas established by the governing boards of the

poors and 
"r" 

g"n"r"ry based rpon 
"rp"n*"" 

incuned ino invesiment maintained. The company participates in

pooling arrangemenG'iriin ihe Nationat Exchange Carrier Association (NECA)'

lnterstate settlement, access, and pool distribution revenues are recorded when the amounts become

determinable. Related expenses ur" ,".oioJ-*'n"n in"rrred. subsequent true-ups and retroactive adjustments'

which are generarry-airo*lo to,. a period "ili#il; "*il!";6 
df the rerated carendar vear, are recorded in

the vear in which sucn aoiustmlnts uecffie determinabre. Retroactive interstate adjustments increased net

I 
-

(continued)

-9-
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rntrastate access revenues are based on a fired tariff and are not subject to change unress a new tariff is filed.

ln addition to recoveries from NECA, the companv alsg r99e]ves revenue from the universal $ervice High cost

Loop Fund aOministelJd UV tf'," 
-Universal 

S,i*iJ" Administrative Company (USAC)' The amount of support

i"#r"O from USAC is UaieO on the numUeiot customers served and the cost of Providing serv'offi:::
;;iil; "*""r. of the nationat average, as determined by the FCC. The company

{ru;;tt*tivety, for the years ended December g1'2012 and 2011'

The abilig of NECA and usAC to provide these revenues to organizations similar to the Qompany is contingent

upon regulatory and r"gisiiir" rutes wrricn piorlo" for the cont'riuance of rate of return regulation and universal

service support as currently enacted. nny i"gul"tory or legislative changes that reduce the rate of return or

universal support mecfranism and the amount o"f revenues miy have a material impact on the Company'

lnconle Taxes

ln accordance with the Financial Accounting standards. Board's Accounting standard's codification (ASC) No'

740, the Company is required to inventory, e-valuate, and measure all uncertlin tax positions taken or to be taken

on tax returns, anO to rlcoiO liabilities for tf,e amount of such positions that may not be sustained' or may only

partially be sustained, ,pon-*ination by relevant taxing authorities' The company's income tax retums are

subject to examinati; ;iGri"g iuthorities'foipuriog" aftei December 31, 2009. lt is managements' opinion that

there are no significant unsustainable tax poiiiiJni t"xen by the company for the periods subject to examination'

l.ntAnq!-blq AsPeJs

TheCompanytestsitsspectrurnlicenseannua|lyforimpairment.TheCompanyconsidersrelevantcashflowand
profitability information, including estimated future opeiating results, trends and other available information' in

assessing whether the carrying value of i"tr"gibf"'assets"can.be recovered' As of December 31' 2012' the

estimated fair market value of the spectrum-liJense was considered equal to or greater than the unamortized

car'rying costof lf
S.ales Ta.x

The Company excludes from its sales all sales taxes assessed to its customers. Sales taxes assessed are

recorded as accrued tiruititiut on the balance sheet until remitted to the state agencies'

Note 2 -TemPorary lnvestments

Temporary investments consist

"""ount 
with a local bank, stated at cost which approximates market value' and

of certificates of deposits maturing within one year and investment in a

Repurchase and but is
is currentlY Yi

(continqed)

investment is not insu
ndcollateralized bY a
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and 201 1.

Land
tvlotor vehicles and

other work equiPment
Buildings
Furniture
Office suPPort equiPment

ComPanY communications
equiPment
Central office equiPment
CrJstomer Premises wiring

Buried plant

Organization

Note 4 - Nonregulated EquiPment

Nonregulated property consists of:

Customer Premise equiPment

Public telePhone equiPment

Cable television equiPment

Distance learning equiPment

lnternet equiPment

Less accumutated dePreciation

lnventory for resale

Plant under construction

REDACTED - FOR PUBLIC INSPECTION
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Ngtp 3 - lnvestment in Property, Plant and Equipment

Telephoneplantinserviceandunderconstruetionisstatedatcost.Listedbelowarethemajorclassesof
terephone prant, compirit" o.po.irtion rate]'airJ ihe associated depreciailon reseryes as of December 31, 2012

Reserve

$III
9I

2011II
_II
$I

Plant

$III
gI

2012II
III

$I

Reserve

$III
$I

2012
PlPnt

$III
$I

T
-F

TheCompanyprovidesfordepreciationonastraight-line.basisatannualrateswhichwillamortizethe
i"p,""i,ub pioiertv tul,. it. u"ii*"* ,"tjtJIZ:;:*ffi'J",""#;;r??*"^"ee or the averase barance or

i"l5pntn" piant in service w'JRerceni i

Nonregurated equipment is siated at cost. The company provides. for depreciation for nonregurated equipment on

a straisht_rine basis rt;;;;;i;;leswhich *iri;;;;i;; t'ne oepreciaure piope*y over its estimated usefullife'

2011

(continued)
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Following is a summary of net income (loss) from nonregulated activities for the years ended December 31' 2012

and 2011:

lncolne Exoense Deoreciation
2012

&!

Customer premise leasing
Cable television service
lnternet service

Note 5 - PrePaid ExPenses

The following is a summary of the amounts recorded as prepaid items as of December 31,2A12 and 2011:
2012 ?011

Prepaid insurance Fs f LIOther prepaid exPenses

$II $I

'I
$I

-III I

:IIIII
s-I$-J uI$ I$I

2011

:I
$I

Note 6 - Federal lncome Taxes

The Company files under Section 501(c)12 of the lnternal Revenue Code as a nonexempt cooperative, permitting

the cooperative to exclude from taxable income, income generated from providing communication services to

p"t..r.' However, income from nonmember sources exceeded percentages of total income set by the Service

[nus requiring the Company to pay income tax on certain nonmember-sourced income'

The components of income tax expense for the years ended 2012 and 2A11 are as follows:
2012

Current income tax exPense:
Federal
State

Deferred income tax exPense:

Federal
State

Total provision for income taxes

-12-
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Received & lnsPected

ocT 24 2013

FCO Mail Hoom

Net deferred tax liability consists of the following:

Federal
State

'I
$_ILI$I

The deferred tax riabi[ty resurts from the difference between book and tax basis of depreciabre property and the

use of accelerated depreoiation methods for tax purposes'

Theexpectedincometaxprovisionthatwouldresultfromapplyingstatutorytaxratestoincomebeforeincome
taxes dlffers from current expense for the following reasgns:

1'Temporarydifferencescreatedbyusingdifferentdepreciationandaccountingmethodsforfinancial
reporting than used for income tax purposes'. 

- --- i

2.Permanentdifferencesforexpensesandpatronageincomewhicharenotdeductibleortaxablefor
income tax purposes. Non+axaute patronage income for the years ended December 31' 2012 and

2011 were ilnd I resPectivelY'

l-,lqtp,7 - Concentration of Credit Risk

The company maintains its cash balances at severalfinancial institutions located in western Nebraska' At times'

these barances may exceed the rimits,""iJ'uv i1e^rglerat Deposit rnsurance corporation. There were no

li""pJ"ii. i. "-*si 
or insured limits as of December 31'2012'

Note 8 - Defined Benefit Plan

TheCompanyparticipatesintheRetirement&SecurityProgram^forEmployeesoftheNational
Telecommunications cooperative nssociatiln-una it" Member systemJ (NTCA_Fund;. rne Program is a defined

benefit pension prrn 
"ouJrin! 

*rny of the iull-time employees of Nrcn, its affiliates and its members that have

adopted the program. pursiant t6 tnc seciions argi")(al, !h" Fun is considered Multiple Employer (otheo

Master pran. The program is subject t" t#;;;;ion. [iinli Empioyee Retirement rncome security Act of 1974

(ERISA), as amended'

::;,r#:y"ff:??,',HL:,",J;,H1T1'J*i:;!it:!3I&-T:,?l"l'i''#[,i]ii[*iih:x[$;IEEfli
proqram to receive fhe employer's contrriution.'in" participant may voluntarily contril

conipensation each year under this program'

participants who rerre at age 65 (the program,s normar retirement age) or age 55 (the program's early retirement

age) or at an. age betweJn those two, are 
"ntitieo 

to a monthry innuity or rump-sum payment. There is no

minimum servrce requirement to qualify.for this ueneRt; the benefit'payable'generally.is reduced by the Program's

earry comm"n""r"liiu.iors if tn'e pafoicipaniretires before normar rbtirement age. However, the company may

pay an additionarr;;;;t'i; pioriod 
"*prbi""rln-unieouceo.benefit 

as earry as age 5s. lf a participant's age is

at reast 55 and age and service yurr, .oiiJiog;tn.r equar-.at reast 85 at reiirement, the participant can receive

an unreduceo uenerriwnen retiring before;g-;8. ih,r tenefit provision is called the "Rule-of-85''

H?":;IifltJ:ffii.mt;;[f;3i:ttil: *:'r",:il: 
does not pav annuar contributions that represent

The program does not have a certified zone status as currently defined by the pension protection Act of 2006

(,ppA,) because r,e Fiogram is consioerJi , *rrilpr" 
"mptoy"i 

pian fursuant to the lnternal Revenue code and

ERISA, as noted above'

-13-
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r:r qr rs ro. cp NmmEa f t uA!'r,c-$L?rnrcM 
r Nr s

(continued)

The program meets ERrsA minimum funding requirements. The Funding Target Attainment percentage valued

as of Janua ry 1,2c1, rrrs.aionsrb";i;i3rl-*11f.,i"'-"nE.ti"""a.tu of fundins rures for certain

multiple employer ruralco6!6Etive plans. As such, the Program *iiin"iu" tubject to the PPA funding rules until

after December 31, 2016'

TheCompanymaybesubjecttoawithdrawalliabili$iftheQompanyceasesparticipationintheProgram.

The assets and riabilities of the pran are commingred resurting in the program being-considered a multiemployer

oran under ASC No. 715. The company ii re[uireo.to recogni;e 
"=-tn" 

Net'pension cost, the "required

contributions,, for the progii, iRequireo 
"oniriuuiioni' 

incrude ,nnrlr contributions as indicated in the member's

adoption agreement, il.v,r;;; ;;;U;;v'tl";ii anv' for the period under audit'

Hecelved & inspected

ocl 2 42013

FCC Mail Room

Pension

Pr.otgctign Act
Zgne Sta-tg,s

Contributions bv

Hqrshey CooPeratiye
Telephole Co.

Pensiqn EIN/Penqion PlaI

&&trffiffi
2012 2A11 lmoosed

--Iilable. Based on the latest data available'

-for 

the plan Years beginning

January 1,2011 and

$II}"q!

FIP/RP Status
Pendinq

lqlplemented
NIA

Surchatge

Plan information for the NTGA Per

the Program's Plan a-ss9ls were

;ffiof return.o{

benertts ;"::il,'['3:',1#tkryary 1' 20 1 0 ot I ano

b. Net increase c

Note 9 - Subsequent Events

TheCompanyhasevaluatedallsubsequenteventsthroughFebruaryl,20l3,thedatethefinancialstatements
were available to be issued' There were no events that require disclosure'

-14-
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Srir&sar" efirco**
CERIFIED Pgauc AQcoururanrs

2195 NORTH BROAD STBEET

P.o. Box 1270

FREMONT, NEBMSKA 68026' I 270

Fremont, Nebraska
February 1.2013

TEVEN E. PRIBNOW
JANIEL J. WIESEN
KENT P. SPEICHER

Beceived 
& tnsPected

oci 24 10\3

$a2\721-3454
FAx (402) 721'2894

eb'cPa.com

Board of Directors
Hersney Qooperative Telephone Company

HersheY, Nebraska

WehaveauditedtheconsolidatedfinancialstatementsofHersheyCooperative.TelephoneCompanyand
subsidiary as of and for the years.ended o""lr-n"i g t, zolz"no iijiii 

"no 
dur report thereon dated February 1'

2013, which urpr"rr"l an ri.mooineo opiniJi'oi tnorl nn.ncial.statements, appears on page one and two' our

audits were conducted for the purpose gt.r"Imi.',g ;;;[11ig;-1"-tn" "rii."riiated 
Rnanciarstatements as a whore'

The consoridating information'in schedure, i, ir and'ilt is.prureitJJ rli purpo"es of additional analysis of the

consoridated financiai statements rather. th;; i; iilr"rt int rnrn.iur poJiiion, resurts of operations, and cash

frows of the individuar companies,- and it d';;i J requireo p"rt 
"t 

ir'L"*nioridated flnanciar statements' such

information is the responsibirity ot m"nagemJnt-rna *". o"nu"a ]iom 
-ano 

rerates direcay to the underlying

accounting and otnel 
-recordi 

used to ;;;; il" ry11i9'LJ financiat statements' The consolidating

information has been subjected to the Juoiting procedures. #iri"o i". i1,9 ayol-of consolidated financial

statements and certain additionar pro"uou.r"i-i'iiiioiiiii"*parins-;o reconciling such information directly to the

undertying accounting and other ,""orO='"u""J-tn i*p"i" t#;;;;;li"tuO -Rn"n"ial statements or to the

consoridated financia-l statements themse'l-s]-""0 Ltt li aooitionai piocedures in accordance with auditing

standards generaily accepted in the Unitei d[t"r-oi America. rn"oriopinion, the consofidating information is

fairry stated in 
"rr 

mat!i[i1""p""t, in reratio]r o-^ *r" .on.oridated financiar statements as a whole'

TNDEPENDENT AUDIToRS'REPORT ON CoNSOLIDATING INFoRMATIoN 
FCC h^ai\ ROom

ERICKSON & BROOKS

6.;$"-1 4- €'^^--h.o-
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REDACTED. FOR PUBLIC INSPECTION

Consolidated

Elimioagsls &!al

I
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il

I
I
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il
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II
il
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II
!
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I
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$I
dEsII

II
J!
$I

T
=
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rTl,EgANP EQUI
-I

I_I

I
-
il
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HersheY Access

Cooperaiive Direct-rJlpnon" 
Communications

asnnanx UA

Current assets:

Cash
TemPorary investments

Accounts receivable' net

Otn"t accounts receivable

ini"i"tt and dividends receivable

Materials and suPPlies

PlePaid exPenses

PrePaid income taxes

Noncurrent assets:

lnvestments:
lnter-comPanY receivables

lnvestment in affiliates

Long-term cash investments

ruonreiufated equiPment - net

Other noncunent assets

lntangible assets

Property, plant and equipment: 
---.i^^

iuru"t*rnunications plant in servlce

Accumulated provision for depreciation

Current liabilities:

Accounts PaYable
Customer dePosits

nJr"n"" billings and PaYments

Accrued expenses

Patronage dividends PaYable

Other liabilities and deferred credits:
- 

Liuuiritiut and credits due affiliates

Deferred income taxes

Stockholders' equitY:
" ;r;;;;;rnip ceriiRcat"s, Jper certificate

ertton"g" caPital assigned

Retained earnings

ASSFlS:I!l



Qperating revenues:
'gasic 

local network services

Network acoess services

Billing and coltection services

lnternet and ISP serviqes

Miscellaneous

Less: uncollectible revenues

Ooerating expenses:
'Plant 

sPecific oPerations

Plant nonsPecitic oPerations

DePreciation and amortization

Customer oPerations
CerPorate oPerations

Other taxes

Operating income

Other income (exPense):

lnterest and dividend income

rrrit"Lrr"n"ous income/(expense)

Nonregulated loss

lncome from affiliates

lncome before income taxes

lncome taxes

Net income

Beoinning balance:-Pliton"gu and other equities

Retained earnings

Less: Patronage distribution

Ending balance

REDACTED. FOR PUBLIC INSPECTION

& lnspected

2 4 2013

-17 -



REDACTED.FoRPUBLICINSPECTIoN

Cash flows from operating activities:

Cash received from consumers

Cain priO to suppliers and employees

;i;& and dividends received

in"or" taxes refunded/(Paid)

Net cash provided by operating actvities

Cash flows from investing activities.:
-Lonstruction 

and acquisition of plant

Purchases of cash investments
'Pro"""Oa 

from cash investments

Net cash used by investing activities

Cash flows from financing activities:

Dividends Paid
lncrease (decrease) in:

Patronage membershiP

Transfers with affiliate

Customer deposits and advanced payments

Net cash provided (used) by financing activities

Net decrease in cash

Cash - beginning of Year

Cash - end of Year

Reeelved & lnsPected

ocT 24 ?013

FCC Mail Boom

Elimination

Consolidated
Total

HersheY

CooPerative
Telephone

Com"D.anY

Access
Direct

Communications
LLq

I

I
J
II
I
J

-
$lI

IIII

I
I

$Il

II

J
IT
II
I

II

I
- II

I
I
_J
$,I

I

I
J
IIr
Ir
$lI
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HERSHFY. NqBRAFKA
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FoF rHF YFAB E"N"pE.Q pESEMFEB 3',!' 201?

(continued)

Hershey Access
Cooperative Direct

Telephone Communications

Qgm"o-any UA Elinin?tion

Received & lnspected

ocT 2 4 2013

FCC Mail Room

Consolidated
Total

Reconciliation of net income to
net cash provided by operating actvities:

Net income

Adjustments to reconcile net income

to net cash provided by operating actuities:

lncome from affiliates
Depreciation
Reinvested investment income
Patronage dividends
Deferred income taxes

(lncrease) decrease in:

Accounts receivable
lnterest and dividends receivable

Prepaid expenses
Prepaid income taxes

lncrease (decrease) in:

Accounts PaYable
Accrued expenses

Net cash provided by operating actvities

$I $I $I $I

-I III
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