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Attachment E
Table 1 — Year 1 Build-out Costs and High Cost Support

Total Federal Costs Meet
Planned New Annual Universal or Exceed
Customer  Equipment Boxto Poles Capital Annual Service High Costs
Wire Center Target Cost Fiber Upgrades Capital Costs Total Costs Support Program

Year1- 2015
Bainbridge
Bourneville
Chillicothe
Frankfort
Hallsville
Richmond Dale
Total

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

Total Federal Costs Meet
Planned New Annual Universal or Exceed
Customer  Equipment Boxto Poles Capital Annual Service High Costs
Wire Center Target Cost Fiber Upgrades Capital Costs Total Costs Support Program
Year 2 - 2016
Bainbridge

Bourneville
Chillicothe
Frankfort
Hallsville
Richmond Dale
Total

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

Total Federal Costs Meet
Planned New Annual Universal or Exceed
Customer Equipment Boxto Poles Capital Annual Service High Costs
Wire Center Target Cost Fiber Upgrades Capital Costs Total Costs Support Program
Year3- 2017
Bourneville
Chillicothe
Frankfort
Kingston
Londonderry
Total
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Table 4 - Year 4 Build-out Costs and High Cost Support

Total Federal Costs Meet
Planned New Annual Universal or Exceed
Customer Equipment Boxto Poles Capital Annual Service High Costs
Wire Center Target Cost Fiber Upgrades Capital Costs Total Costs Support Program
Year 4 - 2018
Bainbridge
Bourneville
Clarksburg
Frankfort
Hallsville
Massieville
Richmond Dale
Total

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

Total Federal Costs Meet
Planned New Annual Universal or Exceed
Customer  Equipment -BoxtoPoles Capital Annual Service High Costs
Wire Center Target Cost Fiber Upgrades  Capital Costs Total Costs Support Program
Year5-2019
Bainbridge
Bourneville
Chillicothe
Clarksburg
Frankfort
Kingston

Londonderry
Massieville
Richmond Dale
Total
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<030>

Contact Name - Person USAC should contscy
Mumber - Number of person identified in data fne <030

<035> Contact T

<039

<70i>
<7Thd>

<703>

Contact Emall Addruss - Emall Address of

Residantial Local Service Charge Effective Date

THE CHILLICOTHE TEL

g this data

Juff Blevina

TA07T2EI2T axt.

Identified in data line 030>

Single State-wide Rasidentls] Locs! Sarvics Charge

| Exchange HIEC)
Chillicothe

State
o " 22,0 0.0 0.2 1.3
o Bainbridge = 2.0 [X] 0.0 0.2 m.1
oa Bourneville R 22.0 2.0 0.0 0.2 .3
™ Clarksburg ™ 1.0 0.0 0.0 0.2 2.1
o Frankfort R 1.0 0.0 0.0 2.2 22.2
Y Hallsville R 2.4 [ 0.0 9.2 23.2
™ Kingston " 2.0 a.e 0.0 0.2 1.2
a Londonderty m 22.0 0.8 0.0 0.2 2.2
o Massieville m 2.9 0.0 0.0 0.2 .2
o Richmond Dale =" 31,0 0.0 a.6 9.2 n.a
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<Ul0> _ Study Area Code 300537

<Q1S> Study Ares Nume THE CHILLICOTUE TEL
R0 Year 2015

<80>  Contact Neme - Person USAC should contact regwrding this dats Saff Mevine

<035>  Comtacy T Humber - Nunber of Idergifiad In data Lne <m0> TOTIRET e,

72, o £

_— Usage Allowance
Red dentlal State Regulated Total Rates Service | Usage Allowance
s e [ Feus and Faes Downlowd Speed |1ioload Speed {Mbps) (68) Actlon Taken
(Mbps) When Limit Reached {select)
o o .05 0.0 .98 5.8 36 P Othar, Mo limita:icos
o b .95 0,0 29.95 0 30 ¥t Giher, Wo Linitacicos
o Lo 315,98 a.0 39.95% 6.0 1.0 0.0 W
- M 49,93 0.0 9.95 w.e 2.9 e ¥, %o Ilaltatloos
o e 35,95 0.0 53.95 .0 2.0 e Gthar, N LinlcasSens
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June 18, 2014

Unfulfilled Broadband Service Requests Resolution

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

The custom care department perlodically sends a list of requesting customers to the engineering
department. Engineering adds the customer data 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 fist 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 HD!W

The Chillicothe Telephone Company
68 E Malin 5t.

Chillicothe, OH 45601

(740) 772-8547
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June 18, 2014

The Company complies with applicable federal and Ohio service quality standards and consumer
protection rules with respect to Its basic Iocal exchange services and Lifeline services, including
requirements regarding contractual terms and conditions, rates, rate Increases, lists of features and
services, deposits, directories, billing periods, late payment fees, repair commitments, out-of-service
credits, disconnection and reconnection.

Respectfully,

Pete Holland

The Chillicothe Telephone Company
68 E Main St.

Chillicothe, OH 45601

(740) 772-8547
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June 18, 2014

The Company has examined the ability of its network to remain functional in the event of the occurrence
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
basls of its risk assessments, the Company has determined that it has available a reasonable amount of
back-up power to ensure the functionalily 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 resulting
from such emergencies.

Respectfully,

Pete Hﬁ/

The Chillicothe Telephone Company
68 E Main St.

Chillicothe, OH 45601

{740) 772-8547
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_ o

June 18, 2014

D: on of Voi fces Rate Compatibll

Horizon's voice pricing 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 $20.46.

In compliance with WC Docket No, 14-48, “In the Matter of Material to be Filed in Support of 2014 Annual Access Tariff
Filings”, released April 14, 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 ceiling 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

Aling Date [enterw/lesding '): 6/16f2014 ARCRCTRP-CARL
Holding Company:
Filing Name: The Chillicathe Telephone Company

Rate Celling Component Charges Calculation {51.915(b}E1})

Study Area EXCHANGES RESIDENCE /NP /BRI /SLB (excluding tifelina) Yotal Crnt ¥r
Res /NP /BRI 5L8 Mandatory Rate Celling
TarlffPeriod TariffPeriod Stand-alone * Mandatory Zone State State  Federal Comp.Chgs

Projected Linefrofected Line: Rirate EAS Charges 5LC Ef1L TRS USF S wafa ARC

Statel

Ohlo Chillicothe 5,766 942 § 200 - § - 8 $0.20  $0.00  $0.00 ss.so: 528.70
Ohio Balnbridge 563 78 § 2200 § 5§ - 3 340,20 $0.00  S0.0D ss‘aaur $28.70
Chlo Bourneville 344 a8 2200 $ $ - 5 - $0.20 $0.00  $0.00 $650  $28.70
Ohio Clarksburg 21 31§ 2200 $ s $ - $0.20  $0.00  $0.00 ss.so' $28.70
Ohlo Frankfort 642 89 § 2200 § $ $ - $0.20 $0.00  $0.00 ss,so__ $23.70
Ohlo Hallsville 362 50§ 200 § - § - § $0.20  $0.00  $0.00 s&so' $28.70
Ohlo Kingston 373 52 % 2200 S $ $ $0.20 50.00 $0.00 $E.50r 52870
Ohlo Londonderry 585 81§ 20 $ - § $ $0.20 $000 5000 sa.so’ $28.70
Ohlo Massieville 103 4 § 2200 § S $ $0.20  $000  50.00 $s.su, $28,70
Ohlo Richmond Dale 200 28§ 20 % - $ - $ $020 S0.00  50.00  $6.50 $28.70
Respectfully,

Peta Holland

The Chillicothe Telephone Company

68 E Main St.

Chillicothe, OH 45601
(740) 772-8547
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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors
The Chillicothe Telephone Company

Report on the Finandial Statements

We have audited the accompanying finandal statements of The Chillicothe Telephone Company, which
comprise the balance sheets as of December 31, 2013 and 2012, and the related statements of income,
comprechensive income, stockhelder’s equity, and cash flows for the years then ended, and the related
notes to the financial statements.

' Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair 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 financial statements that are free from material misstatement, whether due to fraud or
erTor.

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 statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design 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. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.
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REPORT OF INDEPENDENT AUDITORS (continued)

Auditor’s Responsibility (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 referred to above present fairly, in all material respects, the
financial position of The Chillicothe Telephone Company as of December 31, 2013

and 2012, and the results of its operations and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Mw’.f Alems LLP

Overland Park, Kansas
March 26,2014



[3005¢) Operating Report for Privataly-Held Rate of Retuen Carrlers FCC Form 481

Balance Sheaat - Data Collection Form OMB Cantrol No. 3060-0986

Pagedof3 July2013

<010> Study Area Code <010> 300597
<015> Study Area Name <015> The Chilficothe Telephone Company
<020> Program Year <Q20> 2013
<030> Contact Name - Person USAC should contact regarding this data <B30> Don Barmhart

<035> Contact Telephone Number - Number of person identified In dota line <030> <035> 740-772-§348

<039> Contact Telephone Emall Address - Emall Address of parson identified in data line <030> <03%> donbamhat@horizootel.com

PART C. STATEMENTS OF CASH FLOWS

1. Beglnning Cash {Cash and Equivalents plus RUS Construction Fund)

CASH FLOWS FROM OPERATING ACTIVITIES

2.  Net incoms
Adjustments ta Reconclle Net Income to Net Cash Provided by Oparating Activitles
3. Add: Depreciation
4. Add: Amortization
S. [Other (Explain) | Deferred Income tax, provision for bad debt, inventory resarve

Changes in Operating Assets and Lisbilities

Decrease/{increase} In Accounts Receivabl

Decrease/{increase] In Materials and Inventory

Decrease/(Increase) in Prapayments and Deferred Charges

tad Lol Bl o]

Decrease/(Increase) In Other Current Assats

Increase/(Decrease) In Atcounts Payable

Increase/|Decrease) In Advance Blllings & Payments

Increase/{Decrease) in Other Current Liabllities

Nat Cash Provided/(Used) by Oparations

CASH FLOWS FROM FINANCING ACTIVITIES

Decreasa/{Increase) In Notes Receivable

Increase/(Detrease) in Notes Payable

Increase/(Decrease) In Customer Deposits

Net Increasa/{Decrease) in Long Term Debt {including Current Maturitles)

Increase/{Decrease) in Other Liabllitles 8 Deferred Credits

Increase/(Decrease) in Capltal Stock, Paid-in Capital, Membership and Capltal Certificates & Other Capital

21.

Less: Payment of Dividends

Less: Patronage Capital Credits Retired

|Other (Explain) [Contributad capital T

Net Cash Provided/(Used) by Financing Activitles

CASH FLOWS FROM INVESTING ACTIVITIES

24.

Net Capital Expenditures (Property, Plant & Equipment)

25.

Other Long-Term investments

26.

Other Noncurrent Assets & Jurisdictional | Diffarences

27,

[other (Expiain) [Advanced payments on constriction and proceeds from assetsalss  * |

28.

Net Cash Provided/[Usad) by Investing Activitles

28,

Net Increase/[Decrease) In Cash

30.

Endlng Cash

NOLLDA4SNI OI'TdNd ¥O04 - ALOvVaTyd




[(30058] Oparating Raport for Privately-Heid Rate of Raturn Carriers FOC Form 481
Balance Shaet - Data Collaction Form |OME Control No. 3060-0986
Page 1013 :m].a
<0105 |Study Area Code Q. 7 '
<015> [Study Area Name 015> The Chillicathe Telanhooe Company.
<010 im'rw 00> . < L - .
<030> |Contact Name - Person USAC should contact regarding this dsta <030> ‘Don Bambart
<0355 |Contact Telephone Number - Number of porson |dentified in data ling <030> = 035> y e
<039> |Contact Telephone Emoll Adcress - Emall Address of penon Kientified In data line <030> 039> don bemhpri@horiontel.com
I Flles s reviewed singls company } T” Fled as moditad single comp
}—th“ " . d c pany D‘Hed. Aloand NAnbad P ¥
1 Filed as yof reviewed {idatad company T° Filed a5 subsidiary of audited consolidated company e

CERTIFICATION

We hareby cartify that the entries In this

are In eecordance with the otcounts and other reconds of the

PLANT,

PROPERTY, AND EQUIPMENT

18.

Telecom, Plant-in-Service

10,

19. Held for Future Use

11

12.
[

Net Plant (18 thu 21 less 21)
|

24, |TOTAL ASSETS (10417423)

51,

Addiional Pald-in-Capital

TOTAL LIABILITIES AND EQUITY S0v

Pete Hotlnd B it oK 10/7/2018.
: Signature | Date |
PART A SHEET
BALANGE BALANCE END BALANCE | BALANCE END
ASSETS PAIOR OF PERIOD LIABILTIES AND STOCKHOLDERS' EQUITY PRIOR mn_ OF PERIOD
CURRENY ASSETS R PO " [CUURRENT LIABILITIES PRI VIR R A
1. |Cash and Equivalents 5. [Accounts Payable
2, | Cash-RUS Construction Fund 6. |Notes Payablo
3. jAMistes: kS LT 27. | Advance Bilings and Payments
28. _|Customer Deposits
29, [CurrentMot. /T Debt
30, |Current Mat. L/T Debt-Rur. Dev.
es: R * 31 |Current Mat-Capital Leases
3. Telecom, Accounts Receivable 32. |incomoTawes Accrued
|n Other Actounts Receivable 33, |Other Taxes Accrued
| Notes Recahvable 34, |Other Current Lisbilities
5. |Imerest and Dividends Recehvable 35, |Totel Curvent Uabilities (25 thru 34)
6. |NatershRegulated LONG-TERM DEBT " e v
7. _|Nateriahonseguisted 36. _|Funded Debt-RUS Notes
8. |Prepayments 37. _|Funded Debt-RTB Notes
9. |Other Current Assets 38, _ |Fundad Detx-FEB Notes
10, [Yotal Current Assets (1 Thou 9) 89, {Funded Debl-Other
. - 40._|Funded Debit-Rura) Develop, Losn
NONCURRENT ASSETS - -3 41, |Premium [Discount) o /T Dabt
{11, liavestment in Affiilated Companies +L. 0] 42, |Reacquired Debt
a Rural Development 48, stions Under Lessa
b. Nonrural Devel 44, |Adv. From Atfillated Companies
12, |Other Investments AN ¥ | 45. |Other Long-Term Debt
2. Rural Deveiopment AG._ |Total Long-Term Debt (36
b, Nonrural Dovelopmant OTHER LIAB. & DEF. CREDITS
3. Investments “47, _ |Cther Long-Term Liabiihias
14. | Other Noncutrent Assels 43. _|other Deferred Credils
15, | Deformed Charges 49. _|Other Jurisdictional Differences
16, |Junisdictiona! Differences 50, _:Total Other Uabllitles and Deferred Credits (47 thru 49 y _
17, _{Totzl Noacurrent Assets (11 thau1 EQUITY ‘i o :
-1 M 51, |Cap. Slock Outsta & Subscribed

=
P
0
—
=
(=}
-
=]
~
‘
=
=]
-
0
Z
w
-
3
<)
Z



{8003b) Optruting Raport for Privataly-Hald Rata of Petum Camiers

Ealance Sheet - Data Collection Form
Page2 of3

<040> Sudy Area Code
<0L5> Study Area Narme
<020> Program Yaar

030> Cantact Nama + Parson USAC should contoct regarding this daa
@35> Centact Talephone Kumber - Humber of person identiled In data line 030>
039> Contact Telephone Emall Address - Emall Address of person idenifiad in data ine <030>

FOC Form 481
OMB Control No. 3060-0986
Jaly 2013

00 plrirg
<015> The Chilkecthe Telephoae Company
020> 2012
<010> Don Borahary

<035> 240-772-8343

Q3% don barhan@borientaicom

PART B, STATEMENTS OF INCOME AND RETAINED EARINGS OR MARGINS

EM
1. Lecal Hetwork Sarvices Revenues
2. Network Accass Sendces Revenues
3. leng Distance Netwalk Services Revenues
4 DW!BMMM
S Mecsllineous Revasues
5. Uncollectible Revinues
. Net Operating Revenues [1 thry 5 kesy 6}
8. Phnt Speciic Opwrations Expense
8. PanmtM c Oparations 14 (Bxcluding Depreclaton & Amortization)
10. _Deprechtion Expense
11, Anoctintion s
(32 Gistomar Oparstions Expense
| 33. _Carporste Oparatiom Bepere
14, Tetal nses {8 thru 13
35 Operating lncome or Ms1ghs (7 less 14]
16, OtherD ! s

17, Stte and Local Tased

18, Federal incama Yoo

15, Other Taxes

20.  Tetal O Tasees [T7+1841!

21, NetO fcoma or +16-
21, Imerest on Funded Debe

23, Intersst Expene - Capital Laases

24, Other intarast Expamsa

25, Alowaoce for funds Used During Construction

26, Tl Fived Char +23424-25
27, Nenoperafing Nat income

28, Etrssrdinary ltems

29, Jurisdictional Cifferances

30.  Nenregulsted Net income
31, Tetal Nat Incorns or mi 27 +24

32, Tetal Tanas Based on Income

34, Macalianeous Credits Year<o-Date

33, Reained Earnings or Mar, nnlj Nuat

35, Diddends Declarad [Common)

36, DiAdends Daclared (Prefarred)

37, Other Dabits Year-to-Date

31

| 38, ‘Transfars 0 Patronage Capial

74,

35, Reained Eami end od
[ 40, Patronage C:pial Bagiening of Year

Al Trunafers 1o Patronage Caplal

A1, Paronage Caphal Credits Ratired
43, Patronage Caphal End-of-Yan (40300.42)

4. Arnual Dbt Sendes nts

45, Canh Ratlo [{14+20-30-111/7]

46, Operating Acerual Rutlo [[14+204261/7]

(s oxcn{arvzsnioai/as)

NOILDAdSNI OIT4Nd 304 - ddLOVATd
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cmllicothe Telephone

© March 26, 2014

Moss Adams LLP
* 7285 W, 132" Street, Svile 220
Overdand Park, KS 66213

~ \We are providing this letler in connection with your audits of the flnancial statemenis of The Chillicothe
Telephone Company (the “Company”) which comprise the balance sheets as of December 31, 2613 and
2012 and the related statements of income. comprehensive income, stockholder's equity arid cash flows for
the years then ended and the relaled nhotes to the financial statements for the purpose of expressing an
gpinion as to whether the financial slalements are presented fairly, in all material respecis, in accordance
with accounting principles generaily accepled in the United States (U.S. GAAF). Certain representations in
this letter are described as being limited to matters that are material. lems are considered material,
regardiess of size, if they invalve an omission or misstalement of accounting information that, in the light of
surrcunding circumstances. makes it probable that the ‘judgment of a reasonable person relying on the
informalion would be changed or influenced by Lhe omission or misstatement.

Except where otherwise stated below, immatenial mafiers less than $110,000 collectively are not considered
) tobeemplmsﬂmlmmeumepmofmemmgmpmwmns This amount is not
necessarily indicative of amounts that would require adjustment to or disclosure in the financial slatements.

We confinn {hal, to the best of our knowledge and belief, having made such inquiies as we considered
necessary for the purpose of appropriaigly Informing ourselves as of March 26, 2014,

Financial Statements

1. We have fulfilled our respoensibifities, as set out in the terms of the audit engagement letier dated
Oclober 23,2013, for the preparation and fair presentation of the financial statements in
accordance with U.S. GAAP.

2. We acknowledge our responsibility for the design, implementation, and maintenance of internal
conirol relevant to the preparation and fair presentation of financial statements that are'free from
material missiatement, whiether due fo fraud or error.

3. We acknowledge our responsibilily for the design, implementation and maintenance of internal
conirols which seek to prevent and detect fraud

4. Significant assumplions used by us in making accounting estimates, including those measured at
fair value, are reasonable.

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

8 Al evenis subsequent Io the date of the financial statements and for which U.S. GAAP requires
adjustment or disciosure have been adjusted or disclosed.

The sffects of all known aciual or possible filigation and claims have been accounted for and
disclosed In accordance with U.S. GAAP.

8. We are not aware of any uncorected financial statement misstatemenls that are immaterial, both
individually and in the aggregate. to the financial statements taken as a whole.

-
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Informalion Provided

9.

10.
11.

12.

13.

14.
15.
16.
17.

18.

19,

Ve have provided you with:

a. Access to all information, of which we are aware that is refevant o the preparation and fair
presentation of the financial statemenls such as records, documentation and otner
matters;

b. Minutes of the meetings of stockholders, directors, and commitiees of directors, -or
summaries of actions of recent meetings for which minutes have not yelt been prepared,

c. Additional information that you have requesled from us for the purpose of the audit;

MMMmmmemmMmmmdemmnnmade
to obtain audit evidence. .

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

Wahavedhclosedloyoumem:ltsofowassessmdmedskmmmndalstatemem
may be materally misstaled as a result of fraud.

We have no knowledga of any fraud or suspecled fraud that affects the enlity and involves— -
a. Management,
b. Employees who have significant roles in intemal control, or
¢. Others when the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud or suspecled fraud, affecting.the snhty’s
financial statements commumcated by employees, former emplovees, analysts, regulalors of
others.

Ve have disclosed 1o you all known instances of non-ounptiance or suspected mn—oompﬁ,ame
wilh laws and regulations whose effecls should be considered when preparing financial statements.

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 idenfity of the entity’s related parlies and all lhe related parly
mwmwmmmnmmm.

Receivables recorded In the financlal statemenis represent valid daims against debtors for sales or
other charges-arising on-or before the balance sheet date and have been appropriately reduced to
their estimated net realizable value.

We have reviewed long-fived asseis for Impairment whenever events or changes in circumstances
have indicated that the carrying value amount of assets might not be recoverable. We have not
identified any impairment that would require adjustment to the carrying values of long-lived assels.

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

a. Related-parly transaclions, including sales, purchases, loans, _transﬁzrs,. leasing
ermangements, and guaraniees, and amounts receivable from or payable to related
parties. 7

b. Guarantees, whether written or oral, under which the Company Is contingently liable,
Significant estimates and material concentrations known to management that are required
to be disclosed in accordance with ASC 275 Risks and Uncertainties. (Significant
eslimates are estimates at the balance sheet date that could change materially within the
next year. Concentrations refer to volumes of business, revenues, avallable sources of

supply, or markets or geographic areas for which events could occur that would
significantly disrupt normal finances within the next year).

d.  Alllgases and material amounts of rental obligations under long-term leases,
‘Concentrations of credit and other risk.
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f. Amangemenis with financial insfitutions involving compensating balances or other
amrangemenls involving réshictions on cash balances, lines of credit, or similar
arrangements have been properly disclosed.

20. With respect to the Company, there are no—

a. Violations of laws or regulations whose effects shouid be disciosed in the financial
stalements or as a basis for recording a loss conlingency.

b. Possible illegal acts brought to the aftention of management:

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

d. Other iiabllities or gain or loss conlingencies that are required to be accrued or disclosed
by ASC 450.

e. Agreements lo repurchase assets previously sold.

f.  Undisclosed guaranteos whether written or oral, under which the Company is contingently
fiabie.

g. Liablliies which are subordinated fo any other aclual or possibfe fiabilities of the
Company.

21. Tha Company has salisfactory tille to all owned assels, and lhere are no material liens or
encumbrances on such assets nor has any asset been pledged as collateral, except as disclosed
to you and reported In the financial statements.

22. We acknowledge thal we are responsible for the financial statements, including the footnotes, and
have the resources o prepare them in-house. We have elected to use Moss Adams to prepare thie
financial siatements end footnotes. We have reviewed and approved the financial statements
prepared by Moss Adams.

23. We have reviewed and approved the lax accrual calculalions and acknowledge lhat we are
responsible for lhe accrual prepared by Moss Adams.

24. We have idenlified all accounting estimales that could be material to the financial stalements,

. including the key faclors and significant assumplions underlying those eslimates, and we believe
the estimates” are reasonable in the circumstances. In addilion, we have no knowledge of
concentrations existing at the date of the financial statements that make the Company vuinerable to
the risk of severe impacl lhat have not been properly disclosed in the financial stalemants.

25. We believe adequale provisions have been made lo prepare and record access revenue estimates
in compliance with rules established by the Federal Communications Commission and the National
Exchange Carrier Association (NECA). We are unaware of any items or Issues which would cause
material tfue-up adjustments to revenues for the audit period as a result of differences betweén
recorded access revenues based on our estimates and revenues that will result from the fiting of
the annual cost study with NECA.

26. We believe the allocation of costs between regulated and non-regulated operalions s reasonable.
NECA and USAC have not objected to the allocations in our regulatory filings and we are not aware
of any adverse rulings from either agency that would require a retum of revenues that have been
eamed to date.

27. Related party transactions are priced in accordance with the FCC's rules on affiliate transactions in
Pait 32.27.

28. We believe the Company has no material unrecorded asset retirement obligafions associated with
its propery, plant, and equipment that are required to be accrued or disclosed.

29. The Bgornpany has no significant amounts of idle properly and equipment or permanent excess
capacity

30. The Campany has future plans lo complete work orders that have been temporarily suspended and
reclassified from telecommunications plant under construction to other noncurrent assels. YWork
orders for which the Company has charged to other nonoperating expense represent work orders
suspended for which the Company has abandoned and has no plans (o complete.
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31

32,

33.

35.

37.

ag.

40,

41

42,

43.

Access receivables recorded in the financial statemenis represent valid claims -against

.ntérexchange carriers arising on or before the balance sheet dale and have been appropriately

reduced to their estimated realizabla value.

‘Provision, when material, has been made for:

a. lLosses lo be sustained from inability to fulfill any sales commiiments.

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

c. Losses io be sustained as a result of the reduction of excess or obsolete inventories 1o
thelr estimated net realizable value.

All cash deposits are in institutions whose accounts are insured by an agency of the Federal
government.

. Regarding inventory:

a. Provision, when material, has been made lo reduce excess or obsolele inventories to their
estimated net realizable value.

b. The Inventories were recorded and valued in substantjally the same manner and on the
same basis as the inventories at the close of the preceding year.

¢. In our opinion, the amount reporied on the balance sheet is a fair and proper valuation of

_ the ipventories. -

Required federal and state income lax returns have been filed for previous years on a timely basis.

We have informed you of all tax malters coming to our allention which may have a material effect
on our financial statements, The Company has no malerial uncertain tax positions to be accounted
for in the financial statements.

. Tha calculations of currenl and deferred tax expense sndlor benefit and related current and long-

term deferred tax assets and liabifiies have been determined based on appropriate provisions of
applicable enacted tax laws and regulations.

A valustion allowance against deferred fax assels at the balance-sheet dal_e i$ not considered
necessary because jt is more likely than not thal the deferred tax asset will be fully wiiflzed.

. The Company has complied with contractual agreements that would have a material adverse effect

on the financial staternents in the event of noncompliance.

We are aware of all significant compliance requirements related to our BTOP funding and as of
December 31, 2013, we believe lhat the Company mat the requirements which were due as of
December 3, 2013.

We believe that fhe deferred revenues recognized on the halance sheets for the BTOP, the
Southem Ohio Health Care Network (SOHTNY), and Venzon agreements are properly accounted for
in accordance with the grant and contractual terms of the agreements,

. We have evalualed all of the Company's indefeasible right to use (IRU) agreements and we believe

that they qualify for operating lease treatment and that the IRUs have been properly accounted for
as operaling lease arrangemens.

The assets assccialed with refirements recorded in our records are no longer used in pr&viding
servica to aur customers.

With regard to our defined postrelirement benefit plans:

a. We sgree with the findings of specialists in evaluating the Company's postretirement
healthcare liability and pension plan liebllity and have adequately considered the
qualifications of the specialist in determining the amounis and disclosures used in the
financial statements and underlying aiccounting records. We did not give or cause any
instructions to be given to specialisis with respect to the values or amounts derived in an
atiempt fo bias thelr work. and we are not oltherwise aware of any matters that have had
an impact on the independence or objectivity of the specialists.

b.  We believe the accrued postretirement benefit plan information provided by Aon Hewitt in
fheir reporls represenis a reasonable estimate of the Company's accrued post-
emplavment benefit oblication as of Decamber 31 2N13
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¢ We believe that the assumptions used by Aon Hewitt fo calculate the accrued
postretirement benefil plan liabilties at December 31, 2013 are reasonable. These
assumptions Include, but are not limited to: number of eligible employees, discount rale,
expected return on plan assels, probabllities of withdrawals, retiremeant, and mortality,

d,  We have disclosed to you all significant postretirement benefits promised and have made
avatiable to you all significant summary plan descriptions, benefit gommunications, and all
other relevant information, including plan changes, that constitute the plan.

*44. All contributions to employee benefit plans have been authorized by management and are reflected

in the financial statements.

45. As of December 31, 2013, thé Company has completed a network meeting its obligations for the
Connecling Appalachian Ohio Middle Mile Consortium project. The Company is currently in the

process of compleling the paper work required for close-out (anticipated to occur on or before June
30, 2014).

Peter Holland, Chief Financial Officer 7
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Don Barnhar, Manager of Accounting ;
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