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Table 1-Year 1 Build-out Costs and High Cost Support 

Wire Center 

Yearl- 2015 

Bainbridge 

Bourneville 

Chillicothe 

Frankfort 

Hallsville 

Richmond Dale 

Total 

Planned 

Customer 
Target 

New Annual 

Equipment Box to Poles Capital 

Cost Fiber Upgrades 

Table 2 - Year 2 Build-out Costs and High Cost Support 

Wire Center 

Year2-2016 

Bainbridge 

Bourneville 

Chillicothe 

Frankfort 

Hallsville 

Richmond Dale 

Total 

Planned 

Customer 

Target 

New Annual 

Equipment Box to Poles Capital 

Cost Fiber Upgrades 

Table 3 - Year 3 Build-out Costs and High Cost Support 

Wire Center 

Year3-2017 

Bourneville 

Chillicothe 

Frankfort 

Kingston 

Londonderry 

Total 

Planned 

Customer 

Target 

New 

Equipment 

Cost 

Annual 

Box to Poles Capital 

Fiber Upgrades 

Annual 

Capital Costs 

Annual 

Capital Costs 

Annual 

Capital Costs 

Attachment E 

Total Federal Costs Meet 

Universal or Exceed 

Service High Costs 

Total Costs Support Program 

Total Federal Costs Meet 

Universal or Exceed 

Service High Costs 

Total Costs Support Program 

Total Federal Costs Meet 
Universal or Exceed 

Service High Costs 
Total Costs Support Program 
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Table 4 - Year 4 Build-out Costs and High Cost Support 

Wire Center 

Year4 - 2018 

Bainbridge 

Bourneville 

Clarksburg 

Frankfort 

Hallsville 

Massieville 

Richmond Dale 

Total 

Planned 

Customer 

Target 

New 

Equipment 

Cost 

Annual 

Box to Poles Capital 

Fiber Upgrades 

Table 5 - Year 5 Build-out Costs and High Cost Support 

Wire Center 

YearS -2019 

Bainbridge 

Bournevll ie 

Chi llicothe 

Clarksburg 

Frankfort 

Kingston 

Londonderry 

Massleville 

Richmond Dale 

Total 

Planned 

Customer 

Target 

New 

Equipment 

Cost 

Annual 

· Box to Poles Capital 

Fiber Upgrades 

Annual 

Capital Costs 

Annual 

Capital Costs 

Total Federal Costs Meet 

Universal or Exceed 

Service High Costs 

Total Costs Support Program 

Total Federal Costs Meet 
Universal or Exceed 
Service High Costs 

Total Costs Support Program 
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HORl70N 
June 18, 2014 

Unfulfll!ed Broadband Service Reauests Resolution 

Horizon's customer care department tracks customer's requests for services the Company does not 
. currently offer in the customer's area. In additioo, Horizon's engineering department maintains a "Box 
Evaluation Maintenance" database which identifies exchange, box location, build date, build-out cost, 
work order number, and other data relevant to expanding broadband services. 

The custom care department perlodlcally sends a list of requesting customers to the engineering 
department. Engineering adds the customerdata to its database and ticks a box for "customer request." 
As the customers serving area is upgraded for broadband and the broadband meets the customer's 
request (assuming the request was reasonable), engineering will send an updated customer request for 
service list back to customer care. 

Customer care will make a "warm" call and notify the customer has upgraded services In their area and 
inquire if they would like to purchase a new or upgraded broadband package. 

Respectfully, 

Pete Holland 
The Chillicothe Telephone Company 
68 E Main St. 
Chllllcothe, OH 45601 
(740) 772-8547 
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HORIZON 

June 18, 2014 

The Company complies with applicable federal and Ohio service quality standards and consumer 
protecUon rules with respect to Its basic local exchange services and Lifeline services, Including 
requirements regarding contractual terms and conditions, rates, rate Increases. fists offeatures and 
services, deposits, directories, bllling periods, late payment fees, repair commitments, out-of-service 
credits, disconnection and reconnection. 

Respectfully, 

~ 
Pete Holland 
The Chlllicothe Telephone Company 
68 E Main St. 
Chillicothe, OH 45601 
(740) 772-8547 
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HORIZON 

June 18, 2014 

The Company has examined the ability of its network to remain functional In the event of the oocurrence 
of the types of emergency situations likely to impact its central Ohio service area (e.g., severe snow and 
Ice storms, lightning storms, tornados, earthquakes, forest fires, nuclear power plant accidents). On the 
basis of its risk assessments, the Company has determined that it has available a reasonable amount of 
back-up power to ensure the functionality of its affected exchanges for at least 4 days without an external 
power source. The Company also has concluded from Its risk assessments that Its network has 
reasonable and sufficient options for routing traffic around the facilities most likely to be damaged In the 
relevant emergencies, and that Its network has sufficient capacity to manage most traffic spikes resullfng 
from such emergencies. 

Respectfully, 
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HORIZON 
June 18, 2014 

Descrlntlon of Voice Services Rate Compatibllltv 

Horizon's voice prfcing Is no more than two standard deviations above the. applicable national average urban rate floor 
for voice services. Per DA 14-384, released March 20, 2014, the Wireline Competition Bureau announced the results of 
the 2014 rate floor for ILECs In urban areas Is $20A6. 

In compliance with WC Docket No. 1448, "In the Matter of Material to be Filed in Support of 2014 Annua I Access Tariff 

Filings", released April i4, 2014, "For switched access services, ILECs regulated pursuant to sections 61.38 and 61.39 of 
the Commission's rules must complete the ARC spreadsheets." On June 16,.2014, Horizon submitted the ARC 
spreadsheets which contain the detall for voice pricing. Horizon's rate celling Is 28.70 with federal subscriber line charge. 
The following table is a snapshot of the data filed with the Commission. 

Table 1-ARC TRP with Voice Rates 

flllnrOato [enterw/lelld!111:'l: 6/16/2014 MCKTIU'•CAF-1 
Holdln1 Company: 
FlllnsName: The C'!Ullc:oll>c l'clcpl\Ol'lt COl!lplny 

Jl&te Celff 111 Componc11t Charces Cilc.1lat1on f 51315fbX11}) 
Study Am fXQW!Ga RfSIDENO:/ HP /BRI /Sl.8 (eJCdu dln1tlfelln1) Total Ont Yr 

Res/NP/9SllJ Sl8 r$nd1toiy ~tcCelllng 

TarlftPer1ocl T.111!f Pttlod St1Ad·1lone · MandatOty lona Stille State federal Comp.Cllgs 
fro(actad Unl!!'r!l£ectt dUne: R1ntt EAS CM~ SlC E!lll TllS USF SlC w£on£. 

State1 
Ohio ChlJllwthe 6,766 942 $ 22.oO $ - $ - $ - $0..~ $0.00 $0.00 $6.SO" SU.70 
Ohio 8ihlbr1dge 563 7' $ 22.00 $ $ $ - $0.20 $0.00 $'0.00 $6.SO" su.10 

Bournevllle $0.20 
., 

$21.70 Ohio 344 48 s lZ.00 $ $ $ - $0.00 $0.llO $4.$0 ,. 
Ohio Cl~rksburg 221 31 $ 22.00 $ $ $ - $0.20 $0..00 $0.00 $6.50 $28.70 

Frankfort $ $ $0.00 
,. 

$21.70 Ohl~ 642 89 22.00 $ - $ - $0.20 $0.llD $6..50 

Oblo Hall$vllle 362 so $ 22.00 $ - $ . $ . $0.20 $0.00 $0.00 $~,. $18.70 
O~lo Kingston S'13 52 $ 22.00 $ $ $ $0.20 so.oo $0.00 $6.SO 

,. 
$28.70 

Londonderry $0.20 $0.00 
,. 

$28.70 Olile> SIS 81 $ 22.00 $ $ . $ . $0.AIO $6.SO 

Ohle> Masslevllle 103 14 $ 22.00 $ $ $ . $0.20 $0.00 $0.00 $6.so' $:U.70 
Ohio Richmond Dale 200 28 $ ll.00 $ . $ . $ . $0.20 $0.00 $0.00 $6.SO,. $2'.70 

Respectfully, 

·. . .. ;.~ . . ··.= 
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REPORT OF INDEPENDENT AUDITORS 

To the Board ofDlrectors 
The Chillicothe Telephone Company 

Report on the Financial Statements 

We have audited the accompanying financial statements of The Chillicothe Telephone Company, which 
comprise the balance sheets as of December 31, 2013 and 2012. and the related statements of income, 
comprehensive Income, stockholder's equity. and cash ftows for the years then ended. and the related 
notes to the financial statements. 

·Management's Responslbtllf¥ for the Flnandal Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
acmn:lance with accounting principles generally accepted in the Unjted States of Amer.lea; this includes 
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. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we·plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statemsnts. The procedures selected depend on the auditor's judgment. including the 
assessment of the risks of material misstatement of the finan~ stat.ements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to tbe entity's 
preparation and fair presentation of the financial sta~ments in order to d~gn audit procedures that are 
appropriate for the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the entity's internal control. Aa:ordingty, we express no such op1nfon. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of slgnlHcant accounting 
estimates made by management. as well as evaluating the overall presentation of the financial 
statements. 

1 

. " F· .. ~ e~~;: :t.;~ S'i::;· ·~ 
.:_ ,.t, · : . • · 

·.:·.: ; :~ .. \ ~:-.: : ; • .' : ·(:j 
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REPORT OF INDEPENDENT AUDITORS (continued} 

Auditor's ResponslbUtty (continued) 

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

Opinion 

In our opinion, the financial statements refeJTed to above present fairly, in all material respects, the 
ftnancial position of The Chillicothe Telephone Company as of December 31, 2013 
and 2012, and the results of its operations and its cash Hows for the years then ended in accordance with 
accounting principles generally acceptEd in the United States of America. 

Overland Parle, Kansas 
March 26, 2014 

2 
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March 26, 201'4 

Moss Adams UP 
· 7285 W. 132t>d Street. Suite 220 
Overfond Park, KS 66213 

__ .....,. ...... _ _ __ • ---··· • • ... ,,--N'"'"-'""' ....__..., . .O."""·•·"'-"-·""';°"'·,----... .,_.,.,..,,,...,. ""''""''"-

Chillicothe Telephone 

We are ptoviding this letter in connection with your auditi of the financial statements of The ChlUicottle 
Telephone Company (Ule -company) which comprise the balance sheets as of December 31, 2013 and 
.2012 ond the related s1atemeots of income. comprehensive income, stockholder's equity and cash noWs for 
the years then ended and the related· notes to the financial slatements for the purpose of eicpressing an 
opinion as to whE!lher the finenCilal sta\emen1$ "'° pre:seofed fairly, in eU material r~. in accordance 
~!h accoun~ng prin<:iples generalSy accepled In the United States (U.S. GMP). Certaln representations in 
lh.'S letter are described as being limited to matters that are mat8rial. nems are considered ~terial, 
regardless of site, if they involve an omission or miss1alement of accounting infoonation that, In the light of 
surr01mding cii'cumstanCes. makes it probable that the ·judgment of a reasonable person relying or\ the 
inb'mation would be changed or influenoed by the omission or misstatement 

E1'cept where othefWise stated below. i'nmaterial nlaftecs les!i than $110.000 coAectively are not considered 
to be excep'1ions lhat require disclosure for the PlltJ>OS& of the following representltllons. This amount is not 
.neceuarily indicative of amounts that would require adjustment to or disclosure iO the financial statemaiits. 

We oonfum (flat. to lhe best of our lmowledge and belief, having made such .inquiries as we considered 
ne<:essci1y for the puipose of appropr1ately lnf'Orming cu-selves as of March 26, 2014, 

F!naOcial Slatements 

1. We have fulfilled our tespoosibilities, as set out In the terms of the audit engagement letter dated 
Oclober 231d. ·2013, for the preparation and fair presentation of the linaoclal sta1Qlll6nts in 
accordance with U.S. GMP. 

2. We acknowledge our responsibility for the design, implementation, and maintenance of.lntemal 
conttol relevant to the preparation.and fair presentation of llnaocial statements that are'free from 
rne.tefial misstatement, wllether due lo fraud or error. 

3. We acJmowtedge our responsibffily for the design, implementatloh ond maintenance of intefnal 
controls which ·seek to prevent and detect fraud · 

4. Slgnlkant assumptions used by us in making accounting egtJmates. including those measured at 
fair value, are reasonable. 

5. Related party relallOnships and transactions have been appropriately accoonled for and disclosed 
In accordance mlh the requirements of U.S. GAAP. 

13 All events svbsequent to \tie dale of the financial s1aternents and for. which U.S. GAAP requires 
adlUStmenl or dlsdosure have t>een adjusted or di:sclosed. 

; The 9ffect5 of all lloown actl.lal or possible liligatlon and claims have been aco:iunled for and 
disclosed !n accordance with U.S. GAAP. 

8. We are not aware of any uncorrected financial statement miss.talemenls that are immaterial, bolh 
indMdually and In the aggregate. to the financial statements taken as a whole. 
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Information Provided 

9. We have provided you with: 

a. Access to all 1nronnatlon, of which we are aware that is relevant lo the praparetion and fair 
presentation of 1he financial statements such as recmds, documentation and otner 
matteis; 

b. Minutes of Ile meetings of stockhofders. directors. and commit1ees of directors, ·or 
summaries of actions of recent meetings for whlCh minutes have not yet been prepared; 

c. Additional information that you have reque&ted from us for the purpose of the §tudit; 

d. Unrestricted access to persons within the entity fTom whom you detennlned It necessaiy 
to obtain audit evidence . . 

10. Aff ma:terial transactioris have been properly recorded in the accounting records and are reRected 
In the financial statements. 

11. We have Cflsclosed to you the results of our assessment of the r1slt that the financial statements 
may be matel1ally misstated as a result of fraud. 

12. We have no knoll/ledge of any"hud or suspected fraud that affects the entity and involves- · 

a. Management, 

b. EmplOyees who have significant roles in internal control, or 

c. Others when the fraud could have a material effect on the financial statements. 

13. We have no knowledge of any allegations of fraud or &Uspecled fraud, affecting. the entity's 
financial statements communicated by emplayees. former employees, analysts. regulators ot 
others. · 

14. We have disdosed to you all known instances of non-<:ampliance or suspected non·comi>~ance 
with law& an~ regulations whose effects should be considered when preparing finandal stat~ments. 

15. We have cflSdos-ed to you au known actual or possible litigation, claims, and assessments whose 
effEicts should be considered when preparing the financial statements. 

16. We . ha\19 <Qelosed to you the identity of the entity's related pariies and all the related party 
retationshlps and transactions of which we are aware. . . 

17. Receivables recorded In ~he financial &1atements represent Ycllid daims against debtors fQr sales or 
other cllarges·ariSlng on· or before the balance sheet date and have b1!en appt'oprtately reduced to 
1heir estimated net realizable value. 

18. We have reviewed long-ftved assets for Impairment whenever events or changes In circumstances 
have indicated that the carrying value amount of assets might not he recoverable. We have not 
Identified any·impairment that would require adjustment to the carrying values of long-lived assets. 

19. The foll9Wing have been property recorded ordlaclosed in the finandal statements: 

a. Related-party transactions, including sales, purchases, loans. transfers, . leasing 
arrangements. and guaraniees, and amounts receivable from or i>avable to related 
~rties. . 

b. Guarantees, whether written or oral, under Wlllcll lhe Company Is contlngenUy liable. 

c. Significant estimates and mate.ri31 concentrations known to management that are required 
to be discloseq in accordance with ASC 275 Risks and Uncertainties. (Signlficsnt 
estimates are estimates at the balance sheet date that oould change inatetiC11ly within the 
next year. Concentrations refer to volumes of business, revenues, available sources of 
supply. or markets or geographic areas for which events could occur that -Noutd 
&ignificantly disrupt normal finances within lhe next year}. 

d. All leases and material amounts of rental obligatlons under long·term leases. 

11. ·Concentrations of credit and other risk. 
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f. Arrangements with financial Institutions Involving compensating balances o'r other 
a·rrangemenls involving reslrlctiOns on cash balances. lines of credit, or similar 
atrallJem~ts nave .been properly disclOSed. 

20. Wilh respect to the C?"lpany, there are no-
a. V1<>latkms of lav.is or regulations Whose elfedS shOUld be dlsdosed in the financial 

statemenb °' as a basis for reoordklg a loss contingency. 

b. Posslbl~ illegal acts brought to the attention of management: 

c. Unasserted claims or agsessmenls that our lawyers have advised us are probable of 
assertion and must be disclosed in accordance with ASC 450, Contingencies. 

d. Other liabilities or gain or loss contingencies then are required to be accrued or disclosed 
byASC400. 

e. Agreements to repurchase assets previously sold. 

f. UndiscloSed guarantees, whether written or oral, under which the Company la contingently 
nacre. 

g. Liabilities which are subordinated to any other adual or possible liabilitie~ of the 
Company. 

21. The Company has satisfactory title to all owned assets, and lhero ate no material liens or 
encumbrances on such assets nor has any asset been pledged a& collateral, excepl as disclosed 
to you and repotted In the financial statements. 

22. We aciulowhldge that we are responsible for lhe financial statement&, including the footnotes, and 
have the resource& to prepa°' them in-house. We have elected to use Moss Adams to prepare ttie 
financial statements and footnotes. We have reviewed and approved the financial statements 
prep11red by Moss Adams. 

·23. We have reviewed and approved the lax acciual calculations and acknowtedge that we are 
responsible for the accrual prepared by Moss Adams. 

24. We have identified an aw:iunting . estimates that could be material to the flnanctal statements, 
lnduding the key·faclors and sig~nt assumptions oodertying those estimates. and we believe 
the estlmat.es· are reasonable In the circumstances. In addition, we have no knowledg~ of 
concentrations exlsti09 at the date of lhe financial statements that make the Company vulnerable to 
the riSI< of severe impact that have not been properly disclosed in the financial statements. 

25. We believe adequate provisions have been made to prepare and rec:ord access revenue estimates 
in compliance with rules estiibliahed by the Federal Communicationa Commission and the NaUonai 
Exchange Carner Association (NECA). we are unaware of any items or Issues which would cause 
material true-up adj\lslments to revenues for the audit period a' a result of differences betweim 
recorded access revenues based on our estimates and revenues that will result (rom the fifing of 
the annual cost study with NECA. 

26. We belfeve lhe allocation of costs between regulated and non-regulated operations Is reasonable. 
NECA and USAC have not objecte<f to the allocatiOlls In our regulatory filings and we are not aware 
of any $dverse rulings from eilher agency that would require a return of revenues that hal.'e been 
eamed to date. 

27. Related party transactions are priced in accordance with ihe FCC's rules on affiHate transactions lh 
~rt~H . 

28. We believe the Coi:nPany has no material unrecorded asset relirement obllgaUons associated with 
its pmperty. plant, and equipment that are required to be accrued or disclosed. 

29. The Comp!!nY has no significant amounts of idle property and equipment or permanent excess 
capacity. 

30. Tue Company has future plans lo complete wort. orders that have been temporarily suspended and 
rj:iclas9ified from telecommunications plant under construction to other noncurrent assets. Wor1i; 
orders for Whicll the Company has charged to other l'IOl'lOperatiog expense represent work orders 
suspended for which the Company has abandoned and has no pfrms t~ complete. 
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'31. Access receivables recorded in the financial s!atements represent valid daims -against 
. !nterexchaoge carriera arising on or before the balance sheet date and have been appropriately 
reduced to their Bstimated realizable value. 

32. ·Pro'lision. when fT!ateOal, has been made for. 

a. Los9es to be sustained from inability to fuffill any sales commitments. 

b. Losses to be sustained as a result of porchase commitmenls for inventory quantlties in 
excess of normal requillmlents °'at prices in excess of the prevailing market prices. 

~ Losses to be sustained as a result of the reduction or excess or ot>solete Inventories to 
their estimated net realizable value. 

33. All cash deposits are in lnslltutions whose accounts are insured by an agency of the Federal 
goveinrnent. 

34. Regarding inventory: 

a. Provision. when material. has been made to reduce excess or obsolete lnventori~ to their 
estimated net realizable value. 

b. The lnveritories were recorded and valued in substantially the same manner and on the 
same basis as !he Inventories at the close of the preceding year. · 

c. In our opinion, the amount reported ori the balance sheet is a fair and proper valuation of 
the inveolories~ 

35. Required federal and state income lax returns have been.fifed for previous years on a timely basis. 
We have informed you of all tax mal!ers coming to our attention which may have a material effect 
on ourfinancial statements. The Company has no material uncertain tax positions to be accounted 
for In the financial stalemerits. 

36. The calculations of current and deferred tax expense si::td/or benefit aod related current and long­
term deferred tax assets and liabili!les have been determined based on appropriate provisions or 
appllcabte enacted lax laws and regulations. · 

37. A valuation allowance against deferred fax assets at the .balance-sheet dat~ I~ not consi<lered 
necessary because it is more likely lhan not Ural U1e deferred tax ar.set wlll be fully utillZed. 

38. The Company has complied wi1h contractual agreements that would have a material adverse effect 
Pn \he financial statements In the event of noncompliance. 

39: We are aware of all significant compliance requirements related to our STOP funding and as of 
December 31, 2013, we believe !hat the Company mat the requirements which were duEt as of 
December 31, 2013. · 

40, We believe that !he defeired revenues recogni:r:ed on the balance sheets. for the STOP, the 
Soul.hem Ohio Health Care Network (SOHCN), and Venzon agreements are property accounted for 
in accordance with the grant aod contractual lenns of the agreements. 

41 . We ha~e evaluated all of the Compeny's indereaSible right to use (IRU) agreements and we believe 
that they qualify for operating lease treatment and that the IRU$ have been properly accounted for 
as operating lease arrangements. 

. . 
42. The assets associated with retirements recorded in our records are no longer used In providing 

sacv\~ to our customers. 

43. With regard to our defined postreUrement benefit plans; 

a. We agree with the findings of specialists in evaluating the Company's postreliremeot 
healthcare liability and pension plan liability and have adequately considered the 
quallflcaUons of the specialist in determining the amounts and disclosures used in the 
financial statements and underlying accounting records. We did not give or cause any 
instructio.ns to be given to speciaHsts with respect lo the values or amounts derived in an 
attempt to bias their work. and we are not otherwise aware of any matter$ that have had 
an impact on the independence or objectivity of the specialis~&. 

b. We believe the acaued postretlrement benefit plan inf0rmation provided by Aon Hewitt in 
their reports represents a reas011C1ble estimate of the Company's st:erued p0st­
enu>IQvment benefit obliaatlon as cf OecanihP.r :l 1 ?01 ~ 
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c. We believe that the assumptions used by Aon Hewitt to calculate the accrued 
postretiremont benefit plan · nabllltles at December 31. 2013 are reasonable. These 
a&sumptions Include. but are not limited to: number of eligible emplt>yees, discount rate, 
expected return on plan assets, probabllitles ofwlthdrawals, retirement. and mortality. 

d. We have disclosed to you all significant poatretlrement benefits promised and have made 
available to you all significant summery plan descriptions, benefit communications, and all 
other relevant information, Including plan changes, that consutute the plan .. 

· '44. All contribuOons to employee benefit pl11ns have been authorized by management and are reflected 
in the financial statements. 

45. As of December 31, 2013, the Company has completed a network meeting its obligations for the 
Connecling AppaJachlan Ohio Middle Mite Consortium project. The Company is currently In the 
proce11s of completing 'the paper work required for close.out (anticipated to occut on or berore June 
30, 2014). 
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Oon Barnhart,· Manager of Accounting 


