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Ms. Marlene H. Dortch

Secretary
Federal Communications Commission

445 12th Street, S.W.

Washington, DC 20554
In the Matter of ETC Annual Reports and Certifications, Connect America Fund, A National
Broadband Plan for Our Future, Establishing Just and Reasonable Rates for Local Exchange

Carriers, High-Cost Universal Service Support, Developing a Unified Intercarrier
Compensation Regime, Federal-State Joint Board on Universal Service, Lifeline and Link-Up,

Universal Service Reform — Mobility Fund, WC Docket Nos. 14-58, 10-90, 07-135, 05-337, 03-
109, CC Docket Nos. 01-92, 96-45, GN Docket No. 09-51, WT Docket No. 10-208

Re:

Dear Ms. Dortch:
On behalf of Hershey Cooperative Telephone Company (“Hershey™), please find enclosed two copies of

Hershey’s FCC Form 481, along with the redacted versions of the Confidential Financial Information.

Also enclosed are copies of Hershey’s redacted five-year service quality improvement plan.

One copy of the FCC Form 481, containing Confidential Financial Information, is being filed under

separate cover.
Please do not hesitate to contact me at (402) 441-4315 if you have any questions regarding this

submission.
Respectfully submitted, ‘P\
No. of Copies rec'd O i
List ABCDE

Jegkica Meyer
sultant
Consortia Consulting, Inc.

|| || consortiaconsulting.com
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<010>  Study Area Code 371861
<015>  Study Area Name HERSHEY COOP TEL €O
<020> Program Year 2015
<030> Contact Name - Person USAC should contact regarding this data Judy Christiansen
<035> Contact Telephone Number - Number of person identified in data line <030> 4928381322 ext.
<039> Contact Email Address - Email Address of person identified in data line <030>  jchristiansengconsortiaconsulting.com
<110> Has your company received its ETC certification from the FCC? (yes /no) O @
If your answer to Line <110> is yes, do you have an existing §54.202(a) "S
<111> year plan” filed with the FCC? {yes /no ) O O
If your answer to Line <111> is yes, then you are required to file a progress
report, on line <112> delineating the status of your company’s existing §
54.202(a) "S year plan" on file with the FCC, as it relates to your provision of
voice telephony service. 371561ne112,pdf
<112> Attach Five-Year Service Quality Improvement Plan or, in subsequent years,
your annual progress report filed pursuant to 47 C.F.R. § 54.313(a)(1). If your company is a
CETC which only receives frozen support, your progress report is only
required to address voice telephony service.
Name of Attached Document
Please check these boxes below to confirm that the attached documents(s), on line
112, contains a progress report on its five-year service quality improvement
plan pursuant to § 54.202(a). The information shall be submitted at the wire
center level or census block as appropriate.
<113> Maps detailing progress towards meeting plan targets
<114> Report how much universal service (USF) support was received
T
<115> How (USF) was used to improve service quality
<116> How (USF)was used to improve service coverage
<117> How (USF) was used to improve service capacity
<118> Provide an explanation of network improvement targets not met

in the prior calendar year.
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<010>  Study Area Code 371561

<015>  Study Area Name HERSHEY COOP TEL CO
<020> Program Year 2015

<030> _ Contact Name - Person USAC should contact regarding this data Judy Christiansen

<035>  Contact Telephone Number - Number of person identified in data line <030>  #028181322 ext.
<039> Contact Email Address - Email Address of person identified in data line <030> jchristiansen@censortiaconsulting.com

<220> <a> <bl> <b2> <b3> <bd> <cl> <c2> <d> <e> <f> <g> <h>
NORS Did This Outage
Reference | Outage Start | Outage Start | Outage End | Outage End Number of 911 Facilities Service Outage Affect Multiple
Number Date Time Date Time Customers Affected| Total Number of Affected Description (Check Study Areas Service Outage Preventative
Customers (Yes / No) all that apply) (Yes / No) luti Procedures
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<010> Study Area Code 371561

<015>  Study Area Name HERSHEY COOP TEL CO

<020> Program Year 2015

<030> _ Contact Name - Person USAC should contact regarding this data Judy Christiansen

<035> Contact Telephane Number - Number of person identified in data line <030» 4028181322 ext.

<039> Contact Email Address - Email Address of person identified in data line <030>  jchristi ortiaconsulting.com
<701> Residential Local Service Charge Effective Date 1/1/2014

<702> Single State-wide Residential Local Service Charge 17.5

<703>

State Exchange (ILEC) | SAC (CETC)

Rate Type

"~ Residential Local
Service Rate

State Subscriber Line Charge

State Universal Service Fee

Mandatory Extended Area
Service Charge

Total per line Rates and Fees
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<010>  Study Area Code 371561

<015>  Study Area Name HERSHEY COOP TEL CO

<020> Program Year 2015

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

<035> Contact Telephone Number - Number of person identified in data line <030> 4028182322 ext.

<039> Contact Email Address - Email Address of person identified in data line <030> jchristiansen@consortiaconsulting.com

<711>

Broadband Service - Usage Allowance
State Regulated Download Speed | Broadband Service - | Usage Allowance | Action Taken When
State Exchange (ILEC) Residential Rate Fees Total Rate and Fees {Mbps) Upload Speed (Mbps) (GB) Limit Reached {sefect }
e e R

worksheet
L= =2}
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<010>  Study Area Code 371561

<015>  Study Area Name HERSHEY COOP TEL CO
<020> Program Year 2015

<030> Contact Name - Person USAC should contact re_{_arding this data Judy Christiansen

<035> Contact Telephone Number - Number of person identified in data line <030> 4028181322 ext.

<039> Contact Email Address - Email Address of person identified in data line <030> __ jchristiansensconsortiaconsulting.com

<810>  Reporting Carrier Hershey Cooperative Telephone Company
<811> Holding Company NA
<812> Operating Company HA

Affiliates SAC Doing Business As Company or Brand Designation
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<010> Study Area Code 371561

<015> Study Area Name HERSHEY COOP TEL CO
<020> Program Year 2018

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

<035> Contact Telephone Number - Number of person identified in data line <030> 4028181322 ext.
<039> Contact Email Address - Email Address of person identified in data line <030> jchristiansensconsortiaconsulting.com

<910> Tribal Land(s) on which ETC Serves

<920> Tribal Government Engagement Obligation

Name of Attached Document

If your company serves Tribal lands, please select (Yes,No, NA) for each these boxes
to confirm the status described on the attached document(s), on line 920,

demonstrates coordination with the Tribal government pursuant to Select
§ 54.313(2)(9) includes: (Yes,No,
NA)

<921> Needs assessment and deployment planning with a focus on Tribal
community anchor institutions. d
<922> Feasibility and sustainability planning;
<923>  Marketing services in a culturally sensitive manner;
<924> Compliance with Rights of way processes
<925> Compliance with Land Use permitting requirements
<926> Compliance with Facilities Siting rules
<927> Compliance with Environmental Review processes
<928> Compliance with Cultural Preservation review processes
<929> Compliance with Tribal Business and Licensing requirements.
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<010> Study Area Code 371561

<015> Study Area Name HERSHEY COOP TEL CO

<020> Program Year 2015

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

<035> Contact Telephone Number - Number of person identified in data line <030> 4028181322 ext.

<039> Contact Email Address - Email Address of person identified in data line <030>  jchristi t 1ting.com
Please check this box to confirm no terrestrial backhaul ID

<1120> options exist within the supported area pursuant to § 54.313(G)

Please check this box to confirm the reporting carrier offers D
broadband service of at least 1 Mbps downstream and 256 kbps

1130
* i upstream within the supported area pursuant to § 54.313(G)
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<010> Study Area Code 371561
<015> Study Area Name HERSHEY COOP TEL €O
<020> Program Year 2015

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

<035> Contact Telephone Number - Number of person identified in data line <030>  s028181222 ext.
<039> Contact Email Address - Email Address of person identified in data line <030> lchristiansendconsortiaconsulting.com

371561ne1210.pdf

<1210> Terms & Conditions of Voice Telephony Lifeline Plans

Name of Attached Document

<1220>  Link to Public Website HTTP

“Please check these boxes below to confirm that the attached document(s}, on line 1210,
or the website listed, on line 1220, contains the required information pursuant to

§ 54.422(a)(2) annual reporting for ETCs receiving low-income support, carriers must
annually report:

<1221> Information describing the terms and conditions of any voice |
telephony service plans offered to Lifeline subscribers,

<1222> Details on the number of minutes provided as part of the plan,

<1223> Additional charges for toll calls, and rates for each such plan. I

Page 9




Page 10

<010>  Study Area Code 371561

<015> Study Area Name HERSHEY COOP TEL €O
<020> Program Year 2015

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

<035> Contact Telephone Number - Number of person identified in data line <030> 4028181322 ext.

<039>  Contact Email Address - Email Address of person identified in data line <030>  jchristiansengconsortiaconsulting.com

N T k. T TS 5 S s A A L S P o M G I T O o e T A N e T S T S N e VR O3
CHECK the boxes below to note compliance as a recipient of Inc al C America Phase | support, frozen High Cost support, High Cost support to offset access charge reductions, and Connect America Phase Il
support as set forth in 47 CFR § 54.313(b),(c),(d).(e) the information reported on this form and in the documents attached below is accurate.

Incremental Connect America Phase | reporting

<2010> 2nd Year Certification {47 CFR § 54.313(b)(1)}
<2011> 3rd Year Certification {47 CFR § 54.313(b)(2}}
Price Cap Carrier Receiving Frozen Support Certification {47 CFR § 54.312(a)}
<2012> 2013 Frozen Support Certification
<2013> 2014 Frozen Support Certification
<2014> 2015 Frozen Support Certification
<2015> 2016 and future Frozen Support Certification
Price Cap Carrier Connect America ICC Support {47 CFR § 54.313(d)}
<2016> Certification Support Used to Build Broadband
Connect America Phase |l Reporting {47 CFR § 54.313(e))}
<2017> 3rd year Broadband Service Certification
<2018> Sth year Broadband Service Certification
<2019> Interim Progress Certification

<2020> Please check the box ta confirm that the attached document(s), on line 2021, contains the required information D
pursuant to § 54.313 (e)(3)(ii), as a recipient of CAF Phase Il support shall provide the number, names, and
addresses of community anchor institutions to which began providing access to broadband service in the
preceding calendar year,

<2021> Interim Progress Community Anchor Institutions

Name of Attached Document Listing Required Information
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Page 11

<010>  Study Area Code 371561

<015>  Study Area Name HERSHEY COOP TEL CO

<020>  Program Year 2015

<030> _Contact Name - Person USAC should contact regarding this data Judy Christiansen
—<035> Contact Telephone Number _ Number of person identified in data line <030> ___ 4028181322 ext.

<039>  Contact Email Address - Email Address of person Identified in data line <030> ichristiansen@consortiaconsulting. gom

R AR s S D o N R L S R S
CHECK the boxes below ta note compliance on its five year service quality plan (pursuant to 47 CFR § 54.202(a)) and, for privately held carriers, i i with the fi i set forth in 47

CFR § 54.313(f)(2). | further certify that the information reported on this form and in the below is

{3010)  Progress Reporton § Year Plan
Milestone Certification {47 CFR § 54.313(f){1){i))

Name of Attached D Listing Required Information
chack this box to confirm that the attached document(s), on line 3012 contains the required information pursuant lo
(3011) § 54 31 3 (f}(1)(i}, the carrier shall provide the number, names, and addresses of community anchor institutions to which began D

providing access to broadband service in the preceding calendar year.

{3012) Community Ancher Institutions {47 CFR § 54.313{f)(1){il)}

Name of Attached Di t Usting Reg
(3013) s your company a Privately Held ROR Carrier (47 CFR § 54.313(f){2)} (Yes/Na)
(3014} I yes, does your company file the RUS annual report (Yes/Na)
Please check these boxes to confirm that the attached document(s), on line 3017, contains the required information pursuant to § 54.313(f)(2) compliance requires:
(3015)  Electronic copy of their annual RUS reports (Operating Report for [D
Telecommunications Borrowers)
{3016) Document(s) for Balance Sheet, Income Statement and Statement of Cash Flows D

(3017)  f the response is yes on line 3014, attach your company’s RUS annual
report and all required documentation

Name of Attached Document Listing Required Infarmation
{3018)  If the response is no on line 3014, Is your company audited? [Yes/No) @Io

i the response is yes on line 3018, please check the boxes below to
confirm your submission, on line 3026 pursuant to § 54.313(f){2), contains

(3018)  Either a copy of their audited financial statement; or (2} a financial report in a format comparable ta RUS O Report for Tel

(3020 Document(s) for Balance Sheet, Income Statement and Statement of Cash Flows

2

(3021} Management letter issued by the independent certified public accountant that performed the company’s financiat audit.

H the response is ng an line 3018, please check the boxes below
to confirm your L on line 3026 p to §54. namm.

contains:

(3022} Copy of their financial statement which has been subject to review by an
independent certified public accountant, or 2) afinancial repon ina
format comparable to RUS Op g Report for Tel
Borrowers,
(3023} Underlying information subjected to a review by an independent certifiad
public accountant
{3024)  Underlying information subjected to an officer certification.
(3025} Document(s) for Balance Sheet, Income Statement and Stalement of Cash Flows
371561ne3026 . pdf

00 O

(3026}  Attach the worksheet listing required information

Name of Attached D Listing Required Infi
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Page 12

<010> Study Area Code 371561

<015> Study Area Name HERSHEY COOP TEL CO
<020> Program Year 2015

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

<035> Contact Telept Number - Number of person identified in data line <030> 4028181322 ext.

<039>  Contact Email Address - Email Address of person identified in data line <030>  {ehristi tiaconsulting.com

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER IS FILING ANNUAL REPORTING ON ITS OWN BEHALF:

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

|! certify that | am an officer of the reporting carrier; my responsibilities includ g the accuracy of the annual reporting requirements for universal service support
recipi and, to the best of my k ledge, the infor P i on this form and in any attachments is accurate.

Name of Reporting Carrier:

§Signature of Authorized Officer: Date

Printed name of Authorized Officer:

[Title or position of Authorized Officer:

[Telephone number of Authorized Officer:

|5tudy Area Code of Reporting Carrler: Filing Due Date for this form:

Persons williully making false staterents on this form can be punished by fine or forfeiture under the Communications Act of 1934, 47 U.5.C §§ 502, 503(b), or fine or imprisonment
under Title 18 of the United States Code, 18 U.5.C. § 1001.
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Page 13

<010>  Study Area Code 371561
<015>  Study Area Name HERSHEY COOP TEL CO
0026> Program Year 2015
<030> Contact Name - Person USAC should contact regarding this data Judy Christiansen

<035> _Contact Telephone Number - Number of person identified in data line <030> 4028181322 ext.
<039> Contact Emall Address - Email Address of person identified in data line <030>

Jehristiansengconsortisconsulting.com

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

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

| certify that (Name of Agent) christimsen Is authorized to submit the Information reported on behalf of the reporting carrier. |

also certify that | am an officer of the reporti S my ibilities i ing the y of the annual data reporting requirements provided to the authorized
Jagent; and, to the best of my knowledge, memmwhumﬁdﬂhuﬂwm:’dwlbm

Jrame of Authorized Agent: _ Judy Christiansen

Name of Reporting Carrier: HERSHEY COOP TEL CO
Signature of Authorized Officer: CERTIFIED OHLINE
Printed name of Authorized Officer: Rex Woolley

Title or position of Authorized Officer:  CEC

[Telephone number of Authorited Officer: 3083685561 ext.

Date: 06/12/3014

Study Area Code of Reporting Carrier: 371561 Filing Due Date for this form: 06/30/2014

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

TO BE COMPLETED BY THE AUTHORIZED AGENT:

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

I, @5 agent for the reporting carrier, certify that | am authorized to submit the annual reports for universal service support recipients on behalf of the reporting carrier; | have provided
the data reported herein based on data provided by the reporting carrier; and, to the best of my ledge, the inf i ported herein is accurate.

IName of Reporting Carrier: HERSHEY COOP TEL CO

[Name of Authorized Agent or Employee of Agent: Judy Christiansen

| £ of Auth d Agent or Employee of Agent: CERTIFIED ONLINE
Printed name of Authorized Agent or Employee of Agent:  Judy Christiansen
[Title or position of Authorized Agent or Employee of Agent  Consultant
[Telephone number of Authorized Agent or Employee of Agent: 4028181322 ext.

Date: 06/12/2014

|5tudy Area Code of Reporting Carrier: 371561 Filing Due Date for this form: 06/30/2014

Persens willfully making false statements on this form can be punished by fine or forfalture under the Communications Act of 1934, 47 U.S.C §5§ 502, 503(b), or fine or Impriscnment under Title
18 of the United States Code, 18 U.S.C. § 1001
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<010>  Study Area Code 371561

<015>  Study Area Name HERSHEY COOP TEL CO
<020>  Program Year 2018
<030> Contact Name - Person USAC should contact regarding this data Judy Christiansen

<035> Contact Telephone Number - Number of person identified in data line <030> 4020181322 ext.
<039> Contact Email Address - Email Address of person identified in data line <030>  jchristiansensconsortiaconsulting.com

<701> Residential Local Service Charge Effective Date 1/1/2014
<702> Single State-wide Residential Local Service Charge 17.5
<703>

Residential Local Ma nda Extended Area
State Exchange (ILEC) SAC (CETC) Rate Type Service Rate State Subscriber Line Charge | State Universal Service Fee Service Charge Total per line Rates and Fee

NE All PR 17.5 0.0 1.22 0.0 18.72




<010> Study Area Code 371561

<015> Study Area Name HERSHEY COOP TEL CO
<020> Program Year 2015

<030> Contact Name - Person USAC should contact regarding this data Judy Christiansen
<035> Contact Telephone Number - Number of person identified in data line <030> 4028181322 ext.

<039> Contact Email Address - Email Address of person identified in data line <030> jchristiansen@consortiaconsulting.com

<711>
: Total Rat Broadband Service - Broadband Service | Usage Allowance |  Usage Allowance
Exchange (ILEC) Residential State Regulated ek hmes proacaand service Action Taken
' Rate Fees and Fees Download Speed {\1p10ad Speed (Mbps) (GB)
{Mbps) When Limit Reached {select}

NE All 39.95 0.0 508 0 o - Other, No limit on usage allowance
NE All P 0.0 49.95 60 1.0 5.0 Other, Mo limit on usage allowance
NE All 55 85 0.0 55.95 5.0 1.0 ol Other, No limit on usage allowance

ALl Other, Ko limit on usage allowance

NE 69.95 0.0 69.35 10.0 1.0 0.0




FCC Form 481 - Line 610

Hershey Cooperative Telephone Company

Functionality in Emergency Situations
for Voice and Broadband Services

Back-Up Power

The Hershey central office has battery backup sufficient to power the office for approximately 8
hours. The office is also has a fixed, natural gas powered stand by generator equipped with an
automatic start and transfer switch. All electronic network transmission equipment located
outside of the central office has battery backup. These battery backup systems are capable of
providing power for a minimum period of 8 hours. The company also has numerous portable
generators that can be deployed to the remote locations in the event of prolonged power
outages. The broadband network also has battery backup and is powered by the above
mentioned generator systems during power failures.

Rerouting of Traffic around Damaged Facilities

Hershey has full redundancy built into the electronic transmission equipment that carries
interexchange carrier traffic to the tandem. Hershey connects to CenturyLink for the purpose of
interexchange traffic to the tandem. CenturyLink does not provide a redundant cable route for
the last mile connection to our exchange. Hershey has all needed splicing supplies and a fiber
optic splicer on hand so that damage to facilities can be dealt with swiftly. Hershey does
maintain redundant fiber facilities to handle broadband data traffic within our exchange.
Broadband traffic as well as voice traffic uses the same local loop to the subscriber’s premise

Traffic Spikes

Hershey Telephone owns a MetaSwitch VP2510 soft switch. The switching fabric is capable of
handling 250,000 BHCA (Busy Hour Call Attempts). Our current BHCA is about 2800. Hershey
currently supplies dial tone to less than 600 access lines. The MetaSwitch is equipped with peg
counters that monitor the amount of traffic on the switch, these peg counters are monitored
regularly. The company has more than adequate circuit capacity to handle incoming, outgoing,
and emergency interexchange traffic. The company has traffic graphing software to monitor
broadband usage. The graphs are monitored closely and additional capacity is added as
needed. The average peak time usage for the current broadband connections is 63%
utilization.




FCC Form 481 — Line 1210

Hershey Cooperative Telephone Company

Nebraska Telephone Assistance Program Terms and Conditions

Nebraska Telephone Assistance Program

The Nebraska Telephone Assistance Program (NTAP) is available for qualifying customers of
Hershey Cooperative Telephone Company (the “Company”). NTAP assistance reduces the
cost of basic, monthly local telephone service. Eligible consumers can receive up to $12.75 per
month in discounts. In addition, the Federal Universal Service Charge is not assessed to
consumers participating in NTAP. Toll Blocking prevents the placement of all long distance calls
for which a subscriber would be charged. Toll blocking is available to eligible consumers at no
cost. Also, by choosing this option, consumers are usually not charged a deposit.

NTAP is administered by the Nebraska Public Service Commission.
NTAP Eligibility Information
Program Based Eligibility

To qualify for NTAP, subscribers must either have an income that is at or below 135% of the
Federal Poverty Guidelines, or the subscriber, one or more of the subscriber's dependents, or
the subscriber's household must receive benefits from one of the following assistance
programs:

- Low-Income Home Energy Assistance Program (LIHEAP)

- Federal Public Housing Assistance (Section 8)

- Medicaid

- Children's Health Insurance Program/Kids Connection (SAM, MAC or EMAC)

- Supplemental Nutrition Assistance Program (SNAP); (formerly the Food Stamps Program)
- Supplemental Security Income (SSI)

- Temporary Assistance for Needy Families (TANF)

- National School Lunch Program Free Lunch program

- State assistance programs (if applicable)

To receive an NTAP application, contact your local Health and Human Services agency
caseworker or the Nebraska Public Service Commission, 1200 N Street, Suite 300, PO Box
94927, Lincoln, NE 68508-4927, Phone: 402-471-3101, Toll Free: 1-800-526-0017 or
https://ntap.qisworkshop.com/

NTAP applicants must present documentation demonstrating eligibility either through
participation in one of the qualifying federal assistance programs or through income-based
means.

Acceptable documentation of program-based eligibility includes: current or prior year's
statement of benefits from a qualifying state, federal or Tribal program; notice letter of
participation in a qualifying state, federal or Tribal program; program participation documents; or
another official document evidencing the consumer’s participation in a qualifying state, federal
or Tribal program,



FCC Form 481 - Line 1210

Income Based Eligibility

In addition, consumers are eligible for NTAP if their household income is at or below 135% of
the federal poverty guidelines.

2014 Federal Poverty Guidelines - 135%

Household Size 48 Contiguous Alaska Hawaii
States and D.C.

1 $15,755 $19,683 $18,117
2 $21,236 $26,541 $24,422
3 $26,717 $33,399 $30,726
4 $32,198 $40,257 $37,031
5 $37,679 $47,115 $43,335
6 $43,160 $53,973 $49,640
7 $48,641 $60,831 $55,944
8 $54,122 $67,689 $62,249
For each additional $5,481 $6,858 $6,305
person, add

Acceptable documentation of income eligibility includes: prior year's state, federal or Tribal tax
return; current income statement from an employer or paycheck stub; social security statement
of benefits; Veterans Administration statement of benefits; retirement/pension statement of
benefits; unemployment/workmen's compensation statement of benefits; federal or Tribal notice
of letter participating in General Assistance; or a divorce decree or child support award or other
official document containing income information.

Numbers of Minutes-of-Use Provided as Part of NTAP Program Service

The Company’'s Voice NTAP service includes unlimited local minutes-of-use within the toll-free
calling area. The Company's Voice NTAP Plan does not include any free minutes-of-use for
toll. Toll is billed at the standard toll rate depending on which interexchange carrier the
consumer subscribes to for toll service. As part of the NTAP service, Toll blocking is available to
eligible consumers at no cost.

Rates
Subscribers may receive the NTAP credit on any type or grade of local service, including
bundled services that are normally offered by the Company. Advertised rates do not include

any applicable taxes or surcharges.

Recertification of NTAP Eligibility

NTAP recipients are required to recertify their eligibility annually. Failure to properly recertify a
recipient’s continued eligibility for NTAP will result in termination of the NTAP recipient’'s monthly
NTAP discount and de-enrollment from NTAP.




FCC Form 481 —Line 1210

Additional NTAP Program Information

NTAP is limited to one benefit per household, consisting of either wireline or wireless service. A
household is defined as an individual or group of individuals who live together at the same
address and share income and expenses. NTAP is a government benefit program, and
consumers who willfully make false statements in order to obtain the benefit can be punished by
fine or imprisonment or can be barred from the program.



FCC Form 481 — Line 510

Hershey Cooperative Telephone Company

Certification of Compliance with Applicable Service Quality Standards and
Consumer Protection Rules for Voice and Broadband Services

Service quality standards and consumer protection rules for broadband are not as defined as the rules for
voice services. The Company complies with any service quality standards and consumer protection rules
for broadband that are out there now and any that will be defined in the future.

Service Quality Standards

For voice services, the Company:

* Provides voice grade access to the public switched network.
Provides flat rated local exchange service with no additional charge to end users.

+ Provides access to the emergency services provided by local government or other public safety
organizations, such as 911 and enhanced 911.

« Provides toll blocking and toll limitation services.

For voice and broadband services, the Company:

« Advertises the availability of its services and the charges using media of general distribution
and/or on its website.
* Maintains a business office providing customers with access to a customer service representative
either in person or via a local telephone call or toll-free telephone number during business hours.
Directs after hour calls to the Company’s help desk.
Directs trouble reports to the on-call technician.
Tracks all service orders to ensure they are completed in a timely manner.
Measures its service connection and service interruption performance on a regular basis.
Trains employees to:
o Answer all incoming calls promptly.
o Respond to all inquiries for information promptly and courteously.
o Investigate thoroughly all customer complaints and handle appropriately according to the
Company's guidelines for resolution of customer complaints.
o Be knowledgeable about products and service offerings so they can assist the customer
with selecting the best service option.
* Has a process for periodic inspection, testing and preventive maintenance of its equipment to
permit the rendering of safe, adequate and continuous service at all times.
* Meets or exceeds the standards established by the state commission and provides any reports
required in accordance with the state commission’s rules.

Consumer Protection Rules

The Company has established operating procedures designed to facilitate compliance with applicable
consumer protection rules which include compliance with the Customer Proprietary Network Information
(CPNI) rules. The operating procedures include:

Appointment of a compliance officer.

A manual detailing the specific procedures for protecting consumer information.
Employee training on an annual basis.

A disciplinary process for improper use of consumer information.

If complaints are filed with the Company regarding consumer protection rules, the complaint is
immediately investigated, the matter tracked and any corrective action noted. This process ensures that
problems are addressed and corrections made.
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Hershey Cooperative Telephone Company

P. 0. Box 235
HERSHEY, NEBRASKA 69143

(308) 368-5561

February 25, 2014

Erickson & Brooks
2195 North Broad
Fremont, NE 68025

This representation letter is provided in conneclion with your audit of the financial statements of Hershey
Cooperative Telephone Co., which comprise the balance sheets as of December 21, 2013 and 2012, and the
related statements of income, changes in stockholders' equity, and cash flows for the years then ended, and the
related notes to the financial statements, for the purpose of expressing an opinion as to whether the financial
statements are presented fairly, in all material respects, in accordance with accounting principles generally
accepted in the United States (U.S. GAAP).

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 light of surrounding 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. An omission or misstatement that is
monetarily smali in amount couid be considered material as a resuit of qualitative factors

We confirm, to the best of our knowledge and belief, as of February 7, 2014 the following representations made to
you during your audit.

Financial Statements

« We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated
September 18, 2013.

« The financial statements referred to above are fairly presented in conformity with U.S. generally accepted
accounting principles.

+« We acknowledge our responsibility for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

« We acknowledge our responsibility for the design, implementation, and maintenance of internal control to
prevent and detect fraud.

« Significant assumptions we used in making accounting estimates, including those measured at fair value,
are reasonable. The disclosures related to accounting estimates are complete and appropriate and no
subsequent event has occurred that would require adjustment to the accounting estimates or disclosures
included in the financial statements.

« We have evaluated indefinite lived assets for impairment and have reported such assets at fair value.

» Related party relationships and transactions have been appropriately accounted for and disclosed in
accordance with the requirements of U.S. GAAP.

« All evenis subsequent to the date of the financial statements and for which U.S. GAAP requires
adjustment or disclosure have been adjusted or disclosed.
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e The effects of uncorrected misstatements are immaterial, both individually and in the aggregate, to the
financial statements as a whole. A list of the uncorrected misstatements is attached to the representation
letter. In addition, you have proposed adjusting joumal entries that have been posted to the company's
accounts. We are in agreement with those adjustments.

e« The effects of all known actual or possible litigation, claims, and assessments have been accounted for
and disclosed in accordance with U.S. GAAP,

» Material concentrations have been properly disclosed in accordance with U.S. GAAP.

¢ Guarantees, whether written or oral, under which the company is contingently liable, have been properly
recorded or disclosed in accordance with U.S. GAAP.

Information Provided
« We have provided you with:

o Access to all information, of which we are aware, that is relevant {o the preparation and fair
presentation of the financial statements, such as records, documentation, and other matters.

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

o Unrestricted access to persons within the entity from whom you determined it necessary to obtain
audit evidence.

e All material transactions have been recorded in the accounting records and are reflected in the financial
statements.

« We have disclosed to you the results of our assessment of the risk that the financial 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,
o Employees who have significant roles in internal control, or
o Others where the fraud could have a material effect on the financial statements.

e \We have no knowledge of any allegations of fraud or suspected fraud affecting the entity's financial
statements communicated by employees, former employees, analysts, regulators, or others.

¢« We have disclosed to you all known instances of noncompliance or suspected noncompliance with laws
and regulations whose effects should be considered when preparing financial statements.

s We have disclosed to you all known actual or possible litigation, claims, and assessments whose effects
should be considered when preparing the financial 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.

e« The company has satisfactory title to all owned assets, and there are no liens or encumbrances on such
assets nor has any asset been pledged as collateral.

« We acknowledge our responsibility for presenting the consolidating information in accordance with U.S.
GAAP, and we believe the consolidating information, including its form and content, is fairly presented in
accordance with U.S. GAAP. The methods of measurement and presentation of the consolidating
information have not changed from those used in the prior period, and we have disclosed to you any
significant assumptions or interpretations underlying the measurement and presentation of the
supplementary information.
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Other Services Provided

« |n regards to the drafting of the financial statements and the preparation of federal and state income tax
returns by you, we have:

o Made all management decisions and performed all management functions.

o Designated an individual with suitable skill, knowledge, or experience to oversee the service.
o Evalualed the adequacy and resuits of the services performed.

o Accepied responsibility for the resuits of the services.

?uf- MQUQ.QAL«O/

General Manager
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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Hershey Cooperative Telephone Company
Hershey, Nebraska

We have audited the accompanying consclidated financial statements of Hershey Cooperative Telephone
Company (a8 Nebraska corporation) and subsidiary, which comprise the consclidated balance sheets as
of December 31, 2013 and 2012, and the related consolidated statements of income, changes in
stockholders' equity, and cash flows for the years then ended and the related notes to the consclidated

financial statements
Mianagement’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of consolidated financial statements that are free from material misstatement, whether due

1o fraud or error
Auditor's Responsibility

Qur responsibility is lo express an opinion on these consclidated financial stalements 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 o obtain reasonable
assurance about whether the consclidated financial statements are free of material misstatement

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entily's preparation and fair presentation of the consolidated financial statements in order
fo design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the enlity's internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by managemenl, as well as evaluating the
overall presentalion of the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Hershey Cooperative Telephone Company and subsidiary as of
December 31, 2013 and 2012, and the results of their operations and their cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America

ERICKSON & BROOKS

i Maan o Broln

Fremont, Nebraska
February 7, 2014
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HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2013 AND 2012

ASSETS
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Current assets:
Cash
Temporary invesiments (Note 2)
Accounis receivable, net
Other accounts receivable
Interest and dividends receivable
Materials and supplies
Prepaid expenses (Note 5)
Prepaid income taxes

«

Noncurrenl assets:
Investments:

Long-term cash invesiments
Nonregulated equipment - net (Note 4)
Other noncurrent assets
Intangible assets

Property, plant and equipment: (Note 3)
Telecommunications plant in service
Accumulated provision for depreciation

« ]
IM
o
Ju— )
N

LIABILITIES AND EQUITIES

e
L=
rd
a2

Current liabilities
Accounts payable
Customer deposits
Advance billings and payments
Accrued expenses
Patronage dividends payable

o

Other liabilities and deferred credits:
Deferred income taxes (Note 6)

Stockholders' equity:
Membership certificates JJjijper certificate
Patronage capital assigned
Retained earnings

1N
1 ]

The accompanying notes are an integral parl of these financial statements
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HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012
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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 specific operations
Plant nonspecific operations
Depreciation and amortization
Customer operations
Corporate operations
Other taxes

Operaling income

Other incomel/{expense).
Interest and dividend income
Miscellaneous income/(expense)
Nonregulated income/(loss) (Note 4)

Income before income taxes

income taxes (Note 6)

Net income

The accompanying noles are an integral par of these financial statements.

-4.



REDACTED FOR PUBLIC INSPECTION

HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Patronage
Membership Capital Retained
Cerificates Assigned Earnings Total
Balance December 31 2011 5_
Net income
Decrease in memberships
Dividends

Balance December 31, 2012

Net income
Decrease in memberships
Dividends

1111

Iminl
TH1T
1NN

Balance December 31, 2013

The accompanying noles are an integral part of these financial statements.
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HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012
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Cash flows from operating activities:
Cash received from consumers
Cash paid to suppliers and employees
Interest and dividends received
Income taxes paid

Net cash provided by operating activities

Cash flows from investing activities:
Construction and acquisition of plant
Purchases of cash investments
Proceeds from cash investments

Net cash provided (used) by investing activities
Cash flows from financing activities
Dividends paid
Increase (decrease) in:
Patronage membership
Customer deposits and advanced payments
Net cash used by financing activities

Net increase (decrease) in cash

Cash — beginning of year

inisl' Il
I & |

Cash - end of year

The accompanying notes are an integral part of these financial statements.
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HERSHEY COQPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012
(continued)

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

Net income

Adjustments to reconcile net income
to net cash provided by operating activities:
Depreciation
Reinvested investment income
Patronage dividends
Deferred income taxes

(Increase) decrease in:
Accounts receivable
Interest and dividends receivable
Prepaid expenses
Prepaid income taxes

Increase (decrease) in:
Accounts payable
Accrued expenses

- P
N
o
-
w

Net cash provided by operaling activities

The accompanying notes are an integral part of these financial statements
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HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012

Note 1 — Summary of Significant Accounting Policies
Nature of Operations

Hershey Cooperative Telephone Company and subsidiary provide telephone, cable television, internet and

satellite internet services to subscribers in Hershey, Nebraska, and surrounding areas. Approximate operatin
revenues by aclivity are as follows: telephone servic internet services ﬁ:able television sewicei

nonregulated activities

Principles of Consolidation

The consolidated financial statements include the accounts of Hershey Cooperative Telephone Company and its
wholly-owned subsidiary, Access Direct Communications LLC. All material intercompany accounts and

transactions have been eliminated

System of Accounts

The accounting policies of the Company conform to generally accepted accounting principles and reflect practices
appropriate to the telephone industry. The accounting records of the Company are maintained in accordance with
the Uniform System of Accounts for Class A and B Telephone Utilities as prescribed by the Federal
Communications Commission (FCC).

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles reguires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates

Cash and Temporary Cash Investments

Cash consists primarily of checking and money market accounts, which may be liquidated in a period of less than

Certificates of deposits and other securities with original maturities overﬁare classified as
temporary cash investments. Certificates of deposits with maturities exceeding one year from the balance sheet
date are classified as long-term. Cash and temporary cash investments are stated al cost, which approximates

market value.

Telecommunications Accounts Receivable

Doubtful accounts are written off as deemed uncollectible. It is management's opinion that all accounts
represented on the balance sheet at December 31, 2013 and 2012 are collectible. The Company grants credit to
residents, substantially all of whom are local residents.

The Company's policy is to charge a-service fee in lieu of finance charges on accounts not paid i
The Company terminates service on accounts ovefllpast due and considers accounts over past

due as delinquent, which are then turned over for collection.

Materials and Supplies

Inventories are stated at the lower of cost or market. Cost is determined principally by the average cost method
Inventories consist mainly of materials and supplies used for telephone plant construction, maintenance, and

repairs
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HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
NOTES TQO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2013 AND 2012
(continued)

Propery and Equipment

Telephone plant is capitalized at original cost, including the capitalized cost of salaries and wages, malerials,
certain payroll taxes and employee benefits.

Renewals and betterments of units of property are charged to telephone plant in service. When telephone plant is
retired, its cost is removed from the asset account and charged against accumulated depreciation, together with
removal costs less any salvage realized. No gains or losses are recognized in connection with routine retirements
of depreciable telephone property. Substantial early retirements of assets are charged to deferred charges and
amonrtized in accordance with the rules and regulations of 47 CFR part 32, Repairs and renewals of minor items

are expensed as incurred.

Depreciation

The Company provides for depreciation for financial reporting purposes on the straight-line method by the
application of rates based on the estimated service lives of the various classes of depreciable property, as
approved by the Nebraska Public Service Commission.

Patronage Capital

The Company is a cooperative of which subscribers are members. Each subscriber becomes a member and
receives a membership certificate which will allow the subscriber to vote at the annual meeting

Revenue Recognition

Toll, access, local service and miscellaneous revenues are recognized when earned regardless of the period in
which they are billed.

Network access revenue related lo interlata and inlralata toll service is received under a system of access
charges. Access charges represent a methodology by which local telephone companies, including the Company,
charge the long distance carrier for access and interconnection to local facilities, The Company follows an access
tariff filed with the Nebraska Public Service Commission for intrastate charges and the Federal Communications

Commission (FCC) for interstate charges.

When network access service revenues have been received pursuant to the seftlement and access agreements
above, they are divided into traffic sensitive, nontraffic sensitive and billing and collecting portions. The revenues
are then either placed into a common pooling arrangement with other exchange carriers for redistribution or kept
by the Company. The redistributions are made according to formulas established by the governing boards of the
pools and are generally based upon expenses incurred and investment maintained. The Company participates in
pooling arrangements with the National Exchange Carrier Association (NECA)

Intersiate settlement, access, and pool distribution revenues are recorded when the amounts become
determinable. Related expenses are recorded when incurred. Subsequent true-ups and retroactive adjustments,
which are generally allowed for a period of 24 months after the close of the related calendar year, are recorded in
the year in which such adjustments become determinable. Relroactive interstale adjustments increased net
income by [l 2013 2o [~ 2012

Intrastate access revenues are based on a filed tariff and are not subject to change unless a new tariff is filed

In addition to recoveries from NECA, the Company also receives revenue from the Universal Service High Cost
Loop Fund administered by the Universal Service Administrative Company (USAC). The amount of support

received from USAC is based on the number of customers served and the cost of providing servi i rea
in excess of the national average, as delermined by the FCC. The Company receivedﬂand

bein
irespectiveiy, for the years ended December 31, 2013 and 2012

=
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HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012
(continued)

The ability of NECA and USAC to provide these revenues to organizations similar to the Company is contingent
upon regulatory and legislative rules which provide for the continuance of rate of return regulation and universal
service support as currently enacted. Any regulatory or legislative changes that reduce the rate of return or
universal support mechanism and the amount of revenues may have a material impact on the Company.

Income Taxes

In accordance with the Financial Accounting Standards Board's Accounting Standard's Codification (ASC) No.
740, the Company is required to inventory, evaluate, and measure all uncertain tax positions taken or to be taken
on tax returns, and to record liabilities for the amount of such positions that may not be sustained, or may only
partially be sustained, upon examination by relevant taxing authorities. The Company’s income tax returns are
subject to examination by taxing authorities for periods after December 31, 2010. It is managements' opinion that
there are no significant unsustainable tax positions taken by the Company for the periods subject to examination.

Intangible Assets

The Company tests its spectrum license annually for impairment. The Company considers relevant cash flow and
profitability information, including estimated future operating results, trends and other available information, in
assessing whether the carrying value of intangible assets can be recovered. As of December 31, 2013, the
estimated fair market value of the spectrum license was considered equal to or greater than the unamortized

carrying cost O

Sales Tax

The Company excludes from its sales all sales taxes assessed to its customers. Sales taxes assessed are
recorded as accrued liabilities on the balance sheet until remitted to the state agencies

Note 2 — Temporary Investments

investments consist of certificates of deposits maturing within [}l and investment in a
ccount with a local bank, stated at cost which approximates market value, and

This investment is not insured by the Federal Deposit | anc ion but is
nd am

Tempora

is currently yielding
collateralized by a

-10-
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HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY

HERSHEY, NEBRASKA

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

{continued)

Note 3 - Investment in Property, Plant and Equipment

Telephone plant in service and under constryction is stated at cosl. Listed below are the major classes of
telephone plant, composite depreciation rates and the associated depreciation reserves as of December 31, 2013
and 2012.

201 1

Reserve Plant Reserve

Plant
l l s I

: —— -

The Company provides for depreciation on a straight-line basis at annual rates which will amortize the
depreciable property over its estimated useful life. Such provision as a percentage of the average balance of
telephone plant in service was|fpercent in 2013 andjjjjjijeercent in 2012.

(%]
N
L]

Land

Motor vehicles and

other work equipment
Buildings

Furniture

Office support equipment
Company communications
equipment

Central office equipment
Customer premises wiring
Buried plant
Organization

il

i

Note 4 — Nonregulated Equipment

Nonregulated property consists of:

el
o
—
W
e
o
-
N

|

Cuslomer premise equipment
Public telephone equipment
Cable television equipment
Distance learning equipment
Internet equipment

Less accumulated depreciation

Inventory for resale

+n

Nonregulated equipment is stated at cost. The Company provides for depreciation for nonregulated equipment on
a straight-line basis at annual rates which will amortize the depreciable property over its estimated useful life
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HERSHEY COQPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
NOTES TQO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012
(continued)

Following is @ summary of net income (loss) from nonregulated activities for the years ended December 31, 2013
and 2012:
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income Expense Depreciation

Customer premise leasing $
Cable television service
Internet service

I(ﬂ ! ©
©“

o

Note 5 — Prepaid Expenses

The following is a summary of the amounts recorded as prepaid items as of December 31, 2013 and 2012:

]
o
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Prepaid insurance
Prepaid switching support
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Note 6 — Federal Income Taxes

The Company files under Sectior—of the Internal Revenue Code as a nonexempt cooperative, permitting
the cooperalive to exclude from taxable income, income generated from providing communication services to
patrons. However, income from nonmember sources exceeded percentages of total income set by the Service
thus requiring the Company to pay income tax on certain nonmember-sourced income.

The components of income tax expense for the years ended 2013 and 2012 are as follows:

2

013

(]
L]
o
|8}

Current income tax benefit:
Federal
State

Deferred income tax expense:
Federal
State

1 0]

Total provision for income taxes

-12-
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HERSHEY CQOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012
(continued)

Net deferred tax liability consists of the following:
Federal $
State
s 1N

The deferred tax liability results from the difference between book and tax basis of depreciable property and the
use of accelerated depreciatlion methods for tax purposes.

$

$

The expected income lax provision that would result from applying statutory tax rates to income before income
taxes differs from current expense for the following reasons:

1. Temporary differences created by using different depreciation and accounting methods for financial
reporting than used for income tax purposes.
2. Permanent differences for expenses and patronage income which are nol deductible or taxable for

income lax purposes. - patronage income for the years ended December 31, 2013 and
2012 wereﬁan respectively.

Note 7 - Concentration of Credit Risk

The Company maintains its cash balances at several financial institutions located in western Nebraska. At times,
these balances may exceed the limils secured by the Federal Deposit Insurance Corporation. There were no
deposits in excess of insured limits as of December 31, 2013.

Note 8 — Defined Benefit Plan

he Company paricipates in the Retirement & Security Program for Employees of the F
O 7 < - - e
benefit pension plan covering many of the full-ime employees o its affiliates and its members that have
adopted the Program. Pursuant to IRC sections 413(c)(4), the Plan is considered Multiple Employer (other)

Master Plan. The Program is subject to the provisions of the Employee Retirement Income Security Act of 1974
(ERISA), as amended.

The Company makes contributions quarterly to the Program for all eligible employees. These contributions are
calculated as a[Jffcontribution of each participant's compensation. Participants make ontribution to the
Program to receive the employer's contribution. The participant may voluntarily contribute f compensation

each year under this program.

Participants who retire at age 65 (the Program’s normal retirement age) or age 55 (the Program’s early retirement
age) or at an age between those two, are entitied to a monthly annuity or lump-sum payment. There is no
minimum service requirement to qualify for this benefit; the benefit payable generally is reduced by the Program’s
early commencement factors if the participant retires before normal retirement age. However, the Company may
pay an additional amount to provide employees an unreduced benefit as early as age 55. If a participant's age is
at least 55 and age and service years added together equal al least 85 at retirement, the participant can receive
an unreduced benefit when retiring before age 65 This benefit provision is called the "Rule-of-85 "

The Company has fewer than pariicipants and therefore, does not pay annual contributions that represent
more than f the total annual contributions to the Program.

L13-
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HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012
(continyed)

The Program does not have a certified zone status as currently defined by the Pension Protection Act of 2006
("PPA") because the Program is considered a multiple employer plan pursuant to the Internal Revenue Code and
ERISA, as noted above.

The Program meets E inimum funding requirements. The Funding Targetl Attainment Percentage valued
as of Janvary 1, 2012 i Section 104 of PPA delays the effective date of funding rules for certain multiple
employer rural cooperative plans. As such, the Program will not be subject to the PPA funding rules until after

December 31, 2016.
The Company may be subject to a withdrawal liability if the Company ceases participation in the Program.

The assets and liabilities of the Plan are commingled resulting in the Program being considered a multiemployer
plan under ASC No. 715. The company is reqguired to recognize as the Net Pension Cost, the “required
contributions” for the Program. "Required contributions” include annual contributions as indicated in the member's
adoption agreement, plus retro costs payable, if any, for the period under audit.

Pension Contributions by
Protection Act Hershey Cooperative
Zone Status Telephone Co.
FIP/RP Status
Pension EIN/Pension Plan Pending Surcharge

Fund Number 2013 2012 Implemented 2013 2012 Imposed
e s v va s -

(a) Plan information for the1publicl available. Based on the latest data available,
the Program's plan assets were andhmr the plan years beginning
January 1, 2012 and 2011, respectively. The actuarial present value of accumulated plan benefits was
“nd*or the plan years beginning January 1, 2012 and 2011, respectively;
assuming a rate of return of The“actuarial present value of accumulated plan
benefits is the sum of the following:

a. Present value of accrued benefits on January 1, 2011 of-nd

b. Net|Jijdvring 2011 0

Note 9 - Subsequent Events

The Company has evaluated all subsequent events through February 7, 2014, the date the financial statements
were available to be issued. There were no events that required disclosure.

-14 -
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KENT P. SPEICHER

INDEPENDENT AUDITOR'S REPORT ON CONSOLIDATING INFORMATION

Board of Directors
Hershey Cooperalive Telephone Company
Hershey, Nebraska

We have audited the consolidated financial statements of Hershey Cocperative Telephone Company and
subsidiary as of and for the years ended December 31, 2013 and 2012, and our report thereon dated February 7,
2014, which expressed an unmodified opinion on those financial statements, appears on pages one and two. Our
audits were conducted for the purpose of forming an opinion on the consolidated financial statements as a whole.
The consolidating information in Schedules |, Il, and il is presented for purposes of additional analysis of the
consolidated financial statements rather than to present the financial position, resulls of operations, and cash
flows of the individual companies, and it is not a required par of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consolidated financial statements The consolidating
information has been subjected to the auditing procedures applied in the audit of consolidated financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the consolidated financial statements or to the
consolidated financial stalements themselves, and other addilional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the consolidating information is
fairly stated in all material respects in relation to the consolidated financial statements as a whole

ERICKSON & BROOKS

Fremont, Nebraska
February 7, 2014
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REDACTED FOR PUBLIC INSPECTION

HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY

HERSHEY, NEBRASKA

SCHEDULE | - CONSOLIDATING BALANCE SHEET

Current assels:
Cash
Temporary investments
Accounts receivable, nel
Other accounts receivable
interest and dividends receivable
Materials and supplies
Prepaid expenses
Prepaid income taxes

Noncurrent assets.
Investments:
Inter-company receivables
Investment in affiliates
Long-term cash investments
Nonregulated equipment - net
Other noncurrent assels
Intangible assets

Property, plant and equipment
Telecommunications plant in service
Accumulated provision for depreciation

Currenl liabilities:
Accounts payable
Customer deposits
Advance billings and payments
Accrued expenses
Patronage dividends payable

Other liabilities and deferred credits:
Liabilities and credits due affiliates
Deferred income taxes

Stockholders’ equity.
Membership certificates [ per certificate
Patronage capital assigned
Retained earnings

DECEMBER 31, 2013

Hershey Access
Cooperative Direct
Telephone Communications Consolidated
Company LLC Eliminations Total
ASSETS

LIABILIT

IES AND EQUITIES

$




REDACTED FOR PUBLIC INSPECTION

HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
SCHEDULE Il - CONSOLIDATING STATEMENT OF INCOME, PATRONAGE AND OTHER EQUITIES
FOR THE YEAR ENDED DECEMBER 31, 2013

Hershey Access

Cooperative Direct

Telephone ~ Communications Consolidated
Company LLC Eliminations Total

Operaling revenues:
Basic local network services
Network access services
Billing and collection services
Internet and ISP services
Miscellaneous

Operatling expenses’
Plant specific operations
Plant nonspecific operations
Depreciation and amortization
Customer operations
Corporate operations
Other taxes

Operating income (loss)

Other income (expense)
Interest and dividend income
Miscellaneous income (expense)
Nonregulated income
Loss from affiliates

Income (loss) before income taxes
Income taxes
Net income (loss)
Beginning balance.
Patronage and other equities

Retained earnings
Less: Patronage distribution

IH 1 .
T 0 0

1IN
1mlr 1

Ending balance

)2



REDACTED FOR PUBLIC INSPECTION

HERSHEY COOPERATIVE TELEPHONE COMPANY AND SUBSIDIARY

HERSHEY, NEBRASKA

SCHEDULE Ill - CONSOLIDATING STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2013

Cash flows from operating activities:
Cash received from consumers
Cash paid to suppliers and employees
Interest and dividends received
Income taxes refunded (paid)

Net cash provided by operating activities
Cash flows from investing activities:
Construction and acquisition of plant
Purchases of cash investments
Proceeds from cash investments
Net cash provided (used) by investing activities
Cash flows from financing activities
Dividends paid
Increase (decrease) in
Patronage membership

Transfers with affiliate
Customer deposits and advanced payments

Net cash provided (used) by financing activities
Net increase in cash
Cash - beginning of year

Cash - end of year

Hershey
Cooperative
Telephone

Company

mninl 1N
MImy
1INy
101 IRL R
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Access
Direct
Communications
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Consolidated
Total



REDACTED FOR PUBLIC INSPECTION

HERSHEY COQPERATIVE TELEPHONE COMPANY AND SUBSIDIARY
HERSHEY, NEBRASKA
SCHEDULE Il - CONSOLIDATING STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2013

(continued)
Hershey Access
Cooperative Direct
Telephone Communications Consolidated
Company LLC Elimination Total

Reconciliation of net income (loss) to
net cash provided by operating activities:

Net income (loss) $ - $ - $ - $_

Adjustments to reconcile net income (loss)

to net cash provided by operating activities:
Loss from affiliates
Depreciation
Reinvested investment income
Patronage dividends
Deferred income taxes
(Increase) decrease in:
Accounts receivable
Interest and dividends receivable
Prepaid expenses
Prepaid income taxes

Increase (decrease) in:

Accounts payable
Accrued expenses

Net cash provided by operating activities s s Tl R
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REDACTED - FOR PUBLIC INSPECTION

Hershey Cooperative Telephone Company

P. 0. Box 235
HERSHEY, NEBRASKA 69143

(308) 368-5561

Five Year Plan for Hershey Cooperative Telephone Company

Pursuant to 47 C.F.R. 54.202(a)(1)(ii), Hershey Cooperative Telephone Company submits a five-year
plan that describes with specificity proposed improvements or upgrades to its network throughout its
proposed service area. Hershey Cooperative Telephone Company also provides estimates regarding the
area and population that will be served as a result of the improvements. This plan is based on Hershey
Cooperative Telephone Company’s current business and financial conditions and is subject to change as
a result of changes in those conditions.

Pursuant to 47 C.F.R. 54.313, in each subsequent year, Hershey Cooperative Telephone Company will
file a progress report on its five-year service quality improvement plan pursuant to 54.202(a), including
maps detailing its progress towards meeting its plan targets, an explanation of how much universal
service support was received and how it was used to improve service quality, coverage, or capacity, and
an explanation regarding any network improvement targets that have not been fulfilled in the prior
calendar year.

As of January 1, 2014, JJJJilJof the subscribers in the Hershey exchange have access to broadband
Internet service through Hershey Cooperative Telephone Company’s fiber optic and or copper facilities.
Subscribers served by these facilities have access that meets or exceeds the 4/1 Mbps standard. No
capital improvements are required for those subscribers meeting the 4/1 Mbps standard other than
maintenance of facilities.

As universal service funds are allocated dependent on past plant investment, the primary planned use of
such funds is cost of money, capital recovery, income and property taxes, and maintenance in support of
this previously constructed plant. Although no capital improvements are required in the Hershey
exchange to bring subscribers to the 4/1 Mbps standard, Hershey Cooperative Telephone Company
plans to make the following investments to update and enhance network electronics for the years 2015
through 2019. The Company plans to upgxade-remote fiber optic DSLAM cabinets at an estimated
cost 0 as well as the battery plant housed at the central office at an estimated cost of’ -
The DSLAM upgrades will service approximately .squarc miles and.subscribers. The central
office battery replacement provides backup power to all of the electronics in the Hershey network.
Hershey Cooperative Telephone Company also incurred approximalely-in depreciation
expense and-in on-going maintenance and operating expenses in calendar year 2013, It is
reasonable to expect depreciation, maintenance, and operating expenses for the 2015 through 2019
calendar years.




