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Telephone and Data Systems, Ini
30 NORTH LASALLE STREET, SUITE 4000,
CHICAGO, ILLINOIS 60602
TELEPHONE (312) 630-1900
PART |

Item 1. Business

Telephone and Data Systems, I{ETDS”) is a diversified telecommunications compampviding high-quality
telecommunications services to approximately 4 laniwireless customers and 1.1 million wirelinedacable connections at
December 31, 2013. TDS conducts substantiallyfatavireless operations through its 84%-ownedssiibry, United States
Cellular Corporation(*U.S. Cellular”). TDS provides wireline servicasble services and hosted and managed services
(“HMS”), through its wholly-owned subsidiary, TDSEcommunications Corporation (“TDS Telecom”).

TDS conducts printing and distribution service®tlgh its majority-owned subsidiary, Suttle-Strduos, (“Suttle-Straus”) and
provides wireless services through its wholly-owsabsidiary, Airadigm Communications, Inc. (“Airgdi”), a Wisconsin-
based service provider (collectively, the “Non-Regble Segment”). At this time, Airadigm operaiedependently from U.S.
Cellular. Suttle-Straus and Airadigm’s financiesults were not significant to TDS’ operations @13.

Previously, TDS had reported the following repoleagegments: U.S. Cellular, TDS Telecom'’s incumbecal exchange
carrier (“ILEC”), its competitive local exchangerdar (“CLEC"), its HMS operations and the Non-Reable Segment. As a
result of recent acquisitions and changes in Th&tegy, operations and internal reporting, TDSreasaluated and changed
its operating segments during the year ended Deeefih 2013, which resulted in the following repbite segments: U.S.
Cellular, TDS Telecom’s Wireline, Cable and HMS @imns, and the Non-Reportable Segment. The Wigedegment
consists of the former ILEC and CLEC segments. Chble segment consists of Baja Broadband, LLCj@'Bawhich was
acquired in August 2013. The HMS segment remaichanged except that it now uses a unified branten®neNeck IT
Solutions (“OneNeck”), as a result of the consdlmaof the HMS operations. Periods presenteddonparative purposes have
been re-presented to conform to the revised prasentdescribed above. All of TDS’ segments opeoaty in the United
States, except for HMS, which includes an insigatfit foreign operation. Additional information abdidS’ segments is
incorporated herein by reference from Note 18 —iBess Segment Information, in TDS’ Annual ReporStareholders, filed
as Exhibit 13 hereto.

TDS was incorporated in 1968 and changed its sfatecorporation from lowa to Delaware in 1998. F@xecutive offices are
located at 30 North LaSalle Street, Suite 4000¢&j0, lllinois 60602. TDS' telephone number is-&B®-1900.

TDS Common Shares trade under the ticker symbolST@n the New York Stock Exchange (“NYSE”). U.l@lar
Common Shares trade on the NYSE under the tickebey“USM.”

The following securities also trade on the NYSE:ST'B.625% Senior Notes due 2045 trade under théeytiDI,” TDS’
6.875% Senior Notes due 2059 trade under the sytiildt,” TDS’ 7.0% Senior Notes due 2060 trade untthersymbol “TDJ”
and TDS’ 5.875% Senior Notes due 2061 trade urtdesymbol “TDA.” U.S. Cellular's 6.95% Senior Nstdue 2060 trade
under the symbol “UZA.” U.S. Cellular’s 6.7% Senhotes due 2033 are traded over the counter andoatlested on any stock
exchange.

Under listing standards of the NYSE, TDS is a “coli¢d company” as such term is defined by the NYSBS is a controlled
company because over 50% of the voting power f@ethction of directors of TDS is held by the teest of the TDS Voting
Trust.

U.S. Cellular is a majority-owned subsidiary of TDA&s of December 31, 2013, TDS owned 84% of thalioed total of the
outstanding Common Shares and Series A Common $bhateS. Cellular and controlled 96% of the conelivoting power
of both classes of common stock.

Available Information

TDS’ website ishttp://www.teldta.com TDS files with, or furnishes to, the Securiteesl Exchange Commission (“SEC”)
annual reports on Form 10-K, quarterly reports om¥#10-Q, current reports on Form 8-K, as well asous other

information. Anyone may access, free of charg@ubh the Investor Relations portion of the wehdhe TDS annual reports
on Form 10-K, quarterly reports on Form 10-Q, cotrreports on Form 8-K and amendments to such tefitad or furnished
pursuant to Section 13(a) or 15(d) of the Secwsriirchange Act of 1934, as amended, as soon ameday practical after such
material is electronically filed with the SEC. Tpeblic may read and copy any materials TDS filéh ¥he SEC at the SEC’s
Public Reference Room at 100 F Street, NE, WashinBtC. 20549. The public may obtain informationtbe operation of the
Reference Room by calling the SEC -80(-732-0330. The public may also view electronic filimgfSTDS by accessing SE



filings athttp://www.sec.gov
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U.S. Cellular's website addresshigp://www.uscellular.com U.S. Cellular files with, or furnishes to, thEG annual reports on
Form 10-K, quarterly reports on Form 10-Q, curmrepbrts on Form 8-K, as well as various other imiation. Investors may
access, free of charge, through the Investor Relaportion of the website, U.S. Cellular's anmeglorts on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form &1t amendments to such reports filed or furnisheslyant to Section 13(a) or
15(d) of the Exchange Act as soon as reasonahtyigabafter such material is filed electronicalith the SEC. The public may
read and copy any materials U.S. Cellular filesilie SEC at the SEC’s Public Reference Room aF18@eet, NE, Washington
D.C. 20549. The public may obtain information be bperation of the Reference Room by calling tB€ &t 1-800-732-0330.
The public may also view electronic filings of UGellular by accessing SEC filingshitp://www.sec.gov

U.S. Cellular Operations
General

United States Cellular Corporation (“U.S. Cellu)avas incorporated under the laws of the stateeddare in 1983. At December
31, 2013, U.S. Cellular’s consolidated operatingk®is serve approximately 4.8 million customerg3rstates. U.S. Cellular
operates in one reportable segment, wireless apesaand all of its wireless operating marketsiatbe United States.

U.S. Cellular is a wireless telecommunicationsiserprovider. U.S. Cellular groups its individuaarkets (geographic service
areas as defined by the Federal Communications Gssion (“FCC”) in which wireless carriers are licewl, for fixed terms, to
provide service) into broader geographic markedsafas discussed below in “Total Consolidated Matkand “Consolidated
Operating Markets”) to offer customers large sendeeas that primarily utilize U.S. Cellular’'s netk Since 1985, when it began
providing wireless telecommunications service irokville, Tennessee and Tulsa, Oklahoma, U.S. Gelh#és expanded its
consolidated wireless networks and customer seogeeations to cover portions of 23 states, whalkectively represent a total
population of 31.8 million as of December 31, 201BS. Cellular uses roaming agreements with otleless carriers to provide
service to its customers in areas not covered By Cellular’'s network. See “Divestiture Transactibalow.

U.S. Cellular is subject to regulation by the FGGarovider of wireless telecommunication servidgée FCC regulates the
licensing, construction, and operation of providefravireless telecommunications systems, as wah@gprovision of services over
those systems. See “Regulation” below for furttiscussion regarding licenses as well as the régngapromulgated by the FCC.

U.S. Cellular's ownership interests in wirelesgfises include both consolidated and investmenesttein licenses covering
portions of 30 states and a total population od 38illion at December 31, 2013.

For purposes of tracking population counts in otderalculate market penetration, when U.S. Cellatauires a licensed area that
overlaps a licensed area it already owns, it doesdluplicate the population counts for any overaggicensed area. In such
cases, only incremental population counts are atidtet reported amount of “total market populdtion

Total market population measures in U.S. Cellulapssolidated markets and consolidated operatingatsg as defined below, are
provided to allow comparison of the total populatio the relative size of U.S. Cellular’s custorbase in those markets. The total
population of U.S. Cellular's consolidated markatsy have no direct relationship to the number oéless customers or the
revenues that may be realized from the operatidheofelated wireless systems. In addition, pdmnsequivalents for

investment interests have been provided to allowparison to the relative size of U.S. Cellular'sisolidated markets.

2
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Consolidated Markets

The following table summarizes information regagdiitensed areas which U.S. Cellular consolidasesfd&ecember 31,
2013. The population shown is the total populatiegardless of U.S. Cellu’s percentage ownership in the licenses inclu

Population (1) Customers Penetration
Consolidated Operating Markets (2) (4) 31,759,00(C 4,774,00( 15.0%
Total Consolidated Markets (3) (4) 58,013,00( 4,774,000 8.2%

(1) Represents 100% of the population of the licensedsabased on 2012 Claritas population estimadispulation” in this
context includes only the areas covering such nisuded is used only for the purposes of calculatiagket penetration
and is not related t*population equivalent’” as defined below

(2) Represents licensed areas which U.S. Cellular didlases and are in operation in the following ssa@&, 1A, IL, IN, KS,
MD, ME, MN, MO, NC, NE, NH, OK, OR, PA, SC, TN, TX/A, VT, WA, WI and WV.

(3) Represents licensed areas which U.S. Cellular didiases, including non-operating markets in théofeing states: AR,
CA, CO, IA, ID, IL, IN, KS, KY, MD, ME, MI, MN, MO,NC, NE, NH, OH, OK, OR, PA, SC, SD, TN, TX, VA, VWA,
WI and WV.

(4) See "NY1 & NY2 Deconsolidation" and "Divestitureafisaction" below.

Investment Markets

The following table summarizes the markets in whicB. Cellular owns an investment interest at Ddmam31, 2013. For
licenses in which U.S. Cellular owns an investnietgrest, the related population equivalents acsvsh

Current
Current Population
Percentage Equivalents
Market Area/Market Population (1) Interest (2) (3)
Los Angeles/Oxnard, C. 18,085,00( 5.5% 995,000
New York Regior 491,00C Varies (4) 288,000
Oklahoma City, Ok 1,220,00c 14.6% 178,000
Others (fewer than 100,000 population equivaleath} 4,751,00C Varies 294,000
Total population equivalents in investment marl 1,755,00C

(1) Represents 100% of the total population of thenbeel area in which U.S. Cellular owns an interased on 2012 Claritas
population estimate:

(2) Represents U.S. Cellular’'s percentage ownershgodst in the licensed area as of December 31, 2013.

(3) “Current Population Equivalents” are derived by tiplying the amount in the “Population” column Hetpercentage
interest indicated in th*Current Percentage Inter” column.

(4) See "NY1 & NY2 Deconsolidation" below.

NY1 & NY2 Deconsolidation

As more fully described in Note 7 — Investmenttlirconsolidated Entities in the Notes to Consolid&mancial Statements, on
April 3, 2013, U.S. Cellular entered into an agreatrelating to St. Lawrence Seaway RSA Cellulatrieaship (‘NY1") and New
York RSA 2 Cellular Partnership (“NY2" and, togethrdth NY1, the “Partnerships”) with Cellco Partakip d/b/a Verizon
Wireless, which required U.S. Cellular to decortati the Partnerships and thereafter accountédan s equity method
investments (the “NY1 & NY2 Deconsolidation”).

Refer to TDS’ Form 8-K filed on February 26, 2004 jpro forma financial information related to thev&stiture Transaction and
the NY1 & NY2 Deconsolidation for the three and liweemonths ended December 31, 2013, as if thessactions had occurred at
the beginning of the respective periods. Alsorref@ DS’ Form 8-K filed on May 3, 2013 for pro foa financial information
related to the Divestiture Transaction and the NYNY2 Deconsolidation for the twelve months endestBmber 31, 201.
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Refer to the Summary Operating Data for U.S. Catll@ore Markets in Management's Discussion andysmabf Financial
Condition and Operations — Results of OperatiobisS- Cellular, for summarized operating data fds.\Cellular for 2013 and
2012 excluding the NY1 & NY2 markets (and the Dtitase Markets as described below).

Divestiture Transaction

As more fully described in Note 5 — Acquisitiongy@stitures and Exchanges in the Notes to Congelitiinancial Statements,
on November 6, 2012, U.S. Cellular entered intaiclPase and Sale Agreement with subsidiaries ahSporp, fka Sprint
Nextel Corporation (“Sprint”). Pursuant to the Fhase and Sale Agreement, on May 16, 2013, U.Sul@etfansferred
customers and certain PCS license spectrum totSprihS. Cellular's Chicago, central lllinois, &buis and certain
Indiana/Michigan/Ohio markets (“Divestiture Markgts consideration for $480 million in cash. TharBhase and Sale
Agreement also contemplated certain other agreeminfether with the Purchase and Sale Agreemdetteely referred to

as the “Divestiture Transaction.”

The table below provides selected information egldb the Divestiture Markets as of December 31220at are no longer
included in operating data as of December 31, 2013:

Market population 15,037,00(
Total customers 560,00C
Postpaid customers 463,00C
Prepaid customers 81,000
Reseller customers 16,000

Refer to TDS’ Form 8-K filed on February 26, 204 pro forma financial information related to thesEstiture Transaction
and the NY1 & NY2 Deconsolidation for the three aweélve months ended December 31, 2013, as if thheesactions had
occurred at the beginning of the respective peridgslso refer to TDS’ Form 8-K filed on May 3, 201& pro forma financial
information related to the Divestiture Transact@om the NY1 & NY2 Deconsolidation for the twelve mtlas ended December
31, 2012.

Refer to the Summary Operating Data for U.S. Catl@ore Markets in Management’s Discussion and ysigbf Financial
Condition and Operations — Results of OperatiolksS- Cellular, for summarized operating data fot2@nd 2012 excluding
the Divestiture Markets (and NY1 & NY2 markets).

Products and Services

Wireless ServicedJ.S. Cellular’'s postpaid customers are able to shdmm a variety of national plans with voice, saggng
and data usage options and pricing that are designi different customer needs, usage pattenasbaidgets. Helping a
customer find the right pricing plan is an impottatement of U.S. Cellular’'s brand positioning. gBaiing in 2013, U.S.
Cellular began offering Shared Data plans thauihelunlimited voice minutes and text messaging éoetbwith a variety of
data usage options. Under these plans, custoraershare data usage among all users and devicesated to the plan.
Business rate plans are offered to companies to theie unique needs. U.S. Cellular’'s popularoradi plans price all calls as
local calls, regardless of where they are madeaeived in the United States, with no long distamcemaming charges. U.S.
Cellular also offers prepaid service plans, whittiude voice, messaging and data options in atyasfevays, for a monthly
fee.

U.S. Cellular incents customer loyalty by offeringustry-leading benefits. Customers who subsdoljgostpaid national plans
can earn loyalty reward points just for being at@oer. Points can be used to obtain a free phobe agcelerate the timing of a
phone upgrade, as well as for other rewards suell@itional lines and accessories. Certain avalpbktpaid plans include
Overage Cap, a free service that prevents voiceageecharges from exceeding $50 for a Nationall8ibme Plan or $150 for
a Family Plan.

U.S. Cellular’s portfolio of smartphones, tabletsl ather connected devices (see “Wireless Devibelw) is a key part of its
strategy to deliver wireless devices which allowtomers to stay productive, entertained and coedemt the go. Backed by
U.S. Cellular’'s high-speed networks, including arfb generation Long Term Evolution (“4G LTE”) naixik, which, as of
December 31, 2013, covers 87% of its postpaid ousts and a third generation (“3G”) network thatsps nationwide
roaming, U.S. Cellular's smartphone messaging, dathinternet services allow customers to accesséb and social network
sites, e-mail, text, picture and video messagbzetiurn-by-turn GPS navigation, and browse amngrdoad thousands of
applications to customize their wireless devicefittiheir lifestyles.

U.S. Cellular offers smartphone and non-smartphmegs a variety of services which run over its 4 land 3G networks. In
2013, U.S. Cellular launched several new servioeh as Family Protector and an international digfitan while continuing to
offer enhanced multimedia services, including digiadio, Mobile TV and gaming. U.S. Cellular dooes to offer data
services and app-like experiences to non-smartptieviees via a technology known as Binary Runtimei®nment for
Wireless “BREW"), which enables customers to access news, weatlogts sipformation, games, ring tones and otherisesv
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U.S. Cellular plans to further enhance its advamieeless services and connected solutions forwoes and business
customers in 2014 and beyond.

Wireless Deviced).S. Cellular offers a comprehensive range of wseldevices such as handsets, modems, mobile t&tspo
home phone and tablets for use by its customerS. Ckllular offers wireless devices that are cdibfgmawith some or all of its
4G LTE, 3G and 2G networks and all are compliatbhwhe FCC’s enhanced wireless 911 (“E-911") regmients. In addition,
U.S. Cellular offers a wide range of accessorigsh®s carrying cases, hands-free devices, battbad¢tery chargers, memory
cards and other items to customers. U.S. Celludar sells wireless devices to agents and othed-fharty distributors for resale.
U.S. Cellular frequently discounts wireless deviselsl to new and current customers and providedigs on upgraded
wireless devices to current customers, in ordetttact new customers or to retain existing custsrbg reducing the cost of
becoming or remaining a wireless customer. Begigpim 2013, U.S. Cellular began offering financomions on certain
wireless devices.

U.S. Cellular has established service facilitiemany of its local markets to ensure quality sendaad repair of the wireless
devices it sells. These facilities allow U.S. @Hlt to provide convenient and timely repair sesvizc customers who experience
device problems. Additionally, U.S. Cellular oeseveral programs which allow the customer toivece replacement device
through a retail store or through direct mail.

During 2013, U.S. Cellular continued to bolsterdtpanding smartphone and tablet portfolio withl#ech of Apple products
such as the iPhone and iPad. Throughout 2013,C&Bular also launched a number of high-perforneafndroid wireless
devices, such as the Samsung Galaxy S4, the Sarfalagy Note 3, and the Motorola Moto X. U.S. Chklits smartphone
offerings play a significant role in driving datargice usage and revenues. The devices offeréatima full array of
smartphones and feature phones.

U.S. Cellular purchases wireless devices and asoepsoducts from a number of manufacturers, inclgd\pple, Samsung,
Motorola, Personal Communications Devices, LG, Bierry, Superior Communications, Kyocera, ZTE, Tes®\BM
Wireless (Mobilistics), and Xentris Wireless. UGllular negotiates volume discounts with its sigggland works with them
in promoting specific equipment in its local adigng. U.S. Cellular does not own significant puotwarehousing and
distribution infrastructure. Instead, it contraafish third party providers for substantially aflits product warehousing,
distribution and direct customer fulfillment actieis. U.S. Cellular also contracts with third pastgviders for services related
to its reward points and phone replacement programs

U.S. Cellular monitors the financial condition t vireless device and accessory suppliers. Beddus. Cellular purchases
wireless devices and accessories from numeroudistgp).S. Cellular does not expect the financa@idition of any single
supplier to affect U.S. Cellular’s ability to offarcompetitive variety of wireless devices and asoges for sale to customers.

Marketing

Customer Acquisition and RetentiotJ.S. Cellular’s marketing plan is focused on akqg, retaining and growing customer
relationships by offering high-quality products aw@tvices built around customer needs at fair pricaintaining an
exceptional wireless network, and providing outdiag customer service.

U.S. Cellular believes that creating positive lielaghips with its customers enhances their wiredsgerience and builds
customer loyalty. U.S. Cellular currently offers/eral innovative, customer-centric programs amdices at no cost to the
customer. The Overage Protection service provddetomers peace-of-mind by sending them text mesalagts when they
come close to reaching their allowable monthly ptanutes, text messages or data usage in ordeotd average charges.
Although the FCC approved a proposal in 2011 thaild/require carriers to notify customers befomytincur excessive
charges, U.S. Cellular believes that it was thet fw offer this service. My Contacts Backup offex¢ra security for customers
by allowing them to retrieve their contact numbiétkey lose or damage their wireless devices.

U.S. Cellular increases customer awareness usidgansach as television, radio, newspaper, diredlt adaertising, the
Internet, social media and sponsorships. U.Suaelhas achieved its current level of penetratibits markets through a
combination of a strong brand position, promoticadtertising, broad distribution, maintaining athiguality wireless network
and providing outstanding customer service. U@Ilutar’'s advertising is directed at increasing plublic awareness and
understanding of the wireless services it offargroving potential customers’ awareness of the Gélular brand, attracting
and retaining customers, and increasing existirsgorners’ usage of U.S. Cellular’s services. U.Slue attempts to select the
advertising and promotional media that are mosealipg to the targeted groups of potential custsnreeach local market.
U.S. Cellular supplements its advertising with euged public relations program that drives stafit;, supports sales of
products and services, and builds brand awaremespraference. The approach combines nationalcaadl media relations in
mainstream and social media channels with markéeactivities, events, and sponsorships. Since,20@ Cellular has
focused its charitable giving strategy on the prgsaeeds of schools and has invested millionsodiics in its education
initiatives, such as Calling All Communities andllitg All Teachers, which support schools and teashn the communities
U.S. Cellular serves.
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U.S. Cellular manages customer retention by foguemoutstanding customer service through the dewednt of processes
that are customer-friendly, extensive trainingrohtline sales and support associates and the ingpitation of retention
programs. The marketing plan highlights the vaifig.S. Cellular’'s high quality network, servicdarings and incorporates
combinations of rate plans, additional value-ad@gatlures and services and wireless devices wheldesigned to meet the
needs of customers.

U.S. Cellular currently operates four regional oustr care centers with personnel who are respenfiblcustomer service
activities, and a national financial services cent¢h personnel who perform credit and other costopayment activities. U.S.
Cellular also contracts with third parties thatypde additional customer care and financial ses/mgpport.

Distribution Channels.U.S. Cellular supports a multi-faceted distributimogram, including retail sales and service center
direct sales, third-party national retailers, amdkijpendent agents, plus the website and telesaleastomers who wish to
contact U.S. Cellular through the Internet or by

Company retail store locations are designed to etarireless products and services to the consuntkesiall business
segments in a setting familiar to these types efaers. As of December 31, 2013, retail salescés®s work in
approximately 300 U.S. Cellular-operated retaitescand kiosks. Direct sales consultants marketlesis services to mid-size
business customers. Additionally, the U.S. Cellwabsite enables customers to activate servicgparahase wireless devices
online.

U.S. Cellular maintains an ongoing training progitanmprove the effectiveness of retail sales asses and direct sales
consultants by focusing their efforts on obtaintngtomers by facilitating the sale of appropricaekages for the customer’s
expected usage and value-added services that osetter needs.

U.S. Cellular has relationships with exclusive and-exclusive agents, which are independent busésahat obtain customers
for U.S. Cellular on a commission basis. At Decentfil, 2013, U.S. Cellular had contracts with tHasginesses aggregating
over 750 locations. U.S. Cellular provides addiiosupport and training to its exclusive agentisitoease customer
satisfaction for customers they serve. U.S. Catflslagents are generally in the business of gelliineless devices, wireless
service packages and other related products. mpesagent accounted for 10% or more of U.S. Caflsiloperating revenues
during the past three years.

In 2012 and 2013, U.S. Cellular expanded its distion through third-party national and on-lineaikdtrs. As of December
2013, Wal-Mart and Sam'’s Club offer U.S. Cellulaogucts and services at select retail locationd. g Cellular’'s service
areas. Further, Amazon offers U.S. Cellular’s piggarvice on-line. U.S. Cellular continues to lexp new relationships with
additional third-party retailers as part of itsastigy to expand distribution.

U.S. Cellular also markets wireless service throwggellers. The resale business involves thecdaldnolesale access and
minutes to independent companies that packageemedl wireless services to end-users. These eesgjenerally provide
prepaid and postpaid services to subscribers thdegrown brand names and also provide their oWimgiand customer
service. U.S. Cellular incurs no direct subscrieguisition costs related to reseller custométsDecember 31, 2013, U.S.
Cellular had approximately 164,000 customers dofltess. For the year ended December 31, 2013ntesefrom resale
business were less than 1% of total service rexenue

Seasonality.There is seasonality in operating expenses, wieictl to be higher in the fourth quarter than indtier quarters
due to increased marketing and promotional aatisjtivhich may cause operating income to vary fraartgr to quarter.

Customers and System Usage

U.S. Cellular provides service to customers fromadety of demographic segments. U.S. Cellulasassegmentation model to
classify businesses and consumers into logicalpgings for developing new products and servicegctlimarketing campaigns,
and retention efforts. U.S. Cellular focuses othbietail consumers and small-to-mid-size busimassomers in vertical
industries such as construction, retail, profesaliservices and real estate. These industriegramarily served through U.S.
Cellular’s retail and direct sales channels.
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U.S. Cellular's main sources of revenues are frisnown customers and from customers of competittis roam on its
network. The interoperability of wireless servicebles a customer who is in a wireless service @tfesx than the customer’s
home service area to place or receive a call odatein that service area. U.S. Cellular hasredtto reciprocal roaming
agreements with operators of other wireless systawering virtually all systems with Code Divisidfultiple Access
(“CDMA”) technology in the United States, Canada &texico. Roaming agreements offer customers pp@idunity to roam
on these systems. These reciprocal agreementmaititally pre-register the customers of U.S. Callglsystems in the other
carriers’ systems. In addition, a customer of digipating system roaming in a U.S. Cellular mankéere this arrangement is
in effect is able to make and receive calls or dat&).S. Cellular's system. The charge for thivise is negotiated as part of
the roaming agreement between U.S. Cellular andofiming customer’s carrier. U.S. Cellular billsstbharge to the
customer’s home carrier, which then may bill thetomer. In many instances, based on competitisterfs, carriers, including
U.S. Cellular, may not charge their customers harge lower amounts to their customers than theuatsactually charged by
other wireless carriers for roaming. Since 201@&.\Cellular has offered nationwide 3G data roansenyices, allowing its
customers to access high-speed data across th#ycoun

U.S. Cellular currently is exploring 4G LTE roamiagreements with operators of other wireless systdime FCC’s adoption
of mandatory 4G LTE roaming rules, which were ugh®f the United States Court of Appeals for thetiisof Columbia,
may be of assistance in the negotiation of 4G Ld&ming agreements with other wireless operatotisarfuture. However,
technological challenges currently exist which tithie interoperability of 4G LTE wireless devicasather carriers’ networks.
Specifically, wireless devices support certain @urfations of spectrum frequencies and as a rd€&ETE wireless devices
offered by carriers are not necessarily compatilite the networks of other carriers. U.S. Cellukaworking with other
carriers, original equipment manufacturers andmi@&EeLTE roaming vendors to mitigate interoperdpilssues. U.S. Cellular
anticipates being ready to support inbound andourtl LTE roaming (with compatible networks) in gexond half of 2014.
See also “Regulation — FCC Interoperability Ordsglow.

Technology and System Design and Construction

Technology Wireless telecommunication systems transmitejadata, graphics and video through the transnmissfigignals
over networks of radio towers using radio specttisansed by the FCC. Access to local, regiondipnal and worldwide
telecommunications networks is provided throughesysinterconnections. A high-quality network, sappd by continued
investments in that network, will remain an impattéactor for wireless companies to remain comjwetit

U.S. Cellular deployed 4G LTE technology in conjiime with King Street Wireless L.P. that coveregagpximately 87% of its
postpaid customers as of December 31, 2013, aidpiés further expansion of 4G LTE coverage iti220U.S. Cellular
continues to offer services based on 3G technadogyCDMA digital technology across its networks.

Through roaming agreements with other CDMA-basagless carriers, U.S. Cellular's customers may seGDMA service in
virtually all areas of the United States, as wslparts of Canada and Mexico. Another digital tetbgy, Global System for
Mobile Communication (“GSM”), has a larger installease of customers worldwide. Since CDMA technglogrrently is not
compatible with GSM technology, U.S. Cellular custws with CDMA-only based wireless devices areantty not able to use
their wireless devices when traveling through assagiced only by GSM-based networks. However, IQIEHIMA and GSM
technologies are being succeeded by 4G LTE techgolo

System Design and Constructidd.S. Cellular designs and constructs its systenasnranner it believes will permit it to
provide high-quality service to substantially gibés of compatible wireless devices. Designs asedh on engineering studies
which relate to specific markets, in support of rger network. Such engineering studies areopexéd by U.S. Cellular
personnel or third-party engineering firms. Netkeliability is given careful consideration andensive backup redundancy
is employed in many aspects of U.S. Cellular’'s mekndesign. Route diversity, redundant equipmeng, topology and
extensive use of emergency standby power alsosa@ to enhance network reliability and minimizevger disruption from any
particular network element failure.

In accordance with its strategy of building an@sgthening its operating market areas, U.S. Celhda selected high-capacity,
carrier-class digital wireless switching systenet thre capable of serving multiple markets throagimgle mobile telephone
switching office. Centralized equipment, usedrfetwork and data management, is located in highiadikty facilities
supported by multiple levels of power and netwat#tundancy. U.S. Cellular’s systems are design@tctoporate Internet
Protocol (“IP”) packet-based Ethernet technologlgiol allows for increased data capacity and a raffreient network.
Interconnection between the mobile telephone switcbffice and the cell sites utilizes Ethernetigalogy for nearly all 4G
LTE sites, over fiber or microwave links.

U.S. Cellular believes that currently availablehtealogies and appropriate capital additions withalsufficient capacity on its
networks to meet anticipated demand for voice atd dervices over the next few years. U.S. Celtutamtinued investment in
new licenses will support future demand for fougémeration broadband services using 4G LTE. Ingrgatemand for high-
speed data and video services may require thesitiqmiof additional licenses to provide sufficieatpacity.
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Construction of wireless systems is capital-inte@siequiring substantial investment for land angriovements, buildings,
towers, mobile telephone switching offices, cat giquipment, transport equipment, engineeringirstdllation. U.S. Cellular
primarily uses its own personnel to engineer eaicbless system it owns and operates, and engagésciors to construct the
facilities.

The costs (inclusive of the costs to acquire liesh$o develop the systems which U.S. Cellular atgsrhave historically been
financed primarily through proceeds from debt agdity offerings, with cash generated by operatiamsl proceeds from the
sales of wireless interests. U.S. Cellular bebetrat existing cash and investments balancesctegbeash flows from
operating and investing activities and funds abddainder its revolving credit facility provide sibntial liquidity and financial
flexibility for U.S. Cellular to meet its normalf@ncing needs (including working capital and cdgt@enditures) for the
foreseeable future. In addition, U.S. Cellular raagess public and private capital markets to hadptrits financing needs.

Competition

The wireless telecommunication industry is hightynpetitive. U.S. Cellular competes directly wiveral wireless service
providers in each of its markets. In general, tle@ecbetween three and five competitors in eachl@gs market in which U.S.
Cellular provides service, excluding resellers arabile virtual network operators. U.S. Cellular geally competes against
each of the national wireless companies: VerizoreW§gs, AT&T Mobility, Sprint, and T-Mobile USA. HEse competitors
have substantially greater financial, technicalrketing, sales, purchasing and distribution resesitban U.S. Cellular.

Since each of these competitors operates on systeimg spectrum licensed by the FCC and has cornleatechnology and
facilities, competition among wireless service pdevs for customers is principally on the basisypes of products and
services, price, size of area covered, call quatiégwork speed and responsiveness of customaceeid.S. Cellular employs a
customer satisfaction strategy that includes maiimtg an outstanding wireless network throughasiarkets that it believes
has contributed to its overall success.

The use of national advertising and promotionagpams by the national wireless service providerg beaa source of
additional competitive and pricing pressures irlal. Cellular markets, even if those operatorsatoprovide direct service in
a particular market. In addition, in the curremteless environment, U.S. Cellular’s ability to qoete depends on its ability to
continue to offer national voice and data plan&.\Cellular provides wireless services comparabtbé national competitors,
but the national wireless companies operate indemgeographic area and are able to offer no-widlost roaming over a wider
area on their own networks than U.S. Cellular déer @n its network. When U.S. Cellular offers tfeme coverage area as one
of these competitors, U.S. Cellular incurs roanthgrges for data sessions and calls made in psrtibtihe coverage area
which are not part of its network, thereby incragsis cost of operations. U.S. Cellular dependsoaming agreements with
other wireless carriers to provide voice and dataning capabilities in areas not covered by U.Hu@e's network. Similarly,
U.S. Cellular provides roaming services on its rekito other wireless carriers’ customers who travithin U.S. Cellular’'s
coverage areas.

Bundled offerings, in the form of “triple plays” driquadruple plays” (combinations of cable or dagelideo service, high-
speed internet, wireline service, and wirelessisejyvare common among some of U.S. Cellular’s cstitgrs. Convergence is
taking place on many levels, including dual-modeeleiss devices that act as wireline or wirelesscgswdepending on location
and the incorporation of wireless “hot spot” teclogy in wireless devices for making internet accgsmmless regardless of
location. Although less directly a substitute édiner wireless services, wireless data servicels as@Vi-Fi may be adequate for
those who do not need full mobility wide area roagnor full two-way voice services. Technologicdlances or regulatory
changes in the future may make available otherrateves to wireless service, thereby creatingtaaftil sources of
competition.

U.S. Cellular's approach in 2014 and in future geaill be to focus on the unique needs and attguderards wireless service
of its selected target segments. U.S. Cellulardeiliver selected, targeted high quality prodwactd services at fair prices and
will continue to differentiate itself by providiran overall outstanding customer experience, inolydi high quality network
experience. U.S. Cellular’s customer-centric apghohighly reliable network, as evidenced by nurneroconsumer satisfaction
awards based on survey results, and cutting-edgaess devices all represent examples of how Ue8ul@r believes it is
differentiating itself from competitors as it redatto the customer experience. U.S. Cellular'staltd compete successfully in
the future, and to meet growth and return on chehipectives, will depend upon its ability to anpiate and respond to changes
related to new service offerings, customer prefegencompetitors’ pricing strategies, technologgmdgraphic trends and
economic conditions and its access to adequatdrapecesources.
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Business Development Strategy

U.S. Cellular’'s business development strategy @btain interests in and access to wireless liceirsis current operating
markets and in areas that are adjacent to or sBeghooximity to its other wireless licenses, thgrbbilding contiguous
operating market areas with strong spectrum paostidJ).S. Cellular believes that the acquisitiomdditional licenses within its
current operating markets will enhance its netweagacity to meet its customers’ increased demanddia services.

U.S. Cellular anticipates that grouping its opierat into market areas will continue to providwith certain economies in its
capital and operating costs. U.S. Cellular maytioor to make opportunistic acquisitions or excleantat further strengthen
its current operating markets or in other attractivarkets. U.S. Cellular seeks to acquire nonotinty interests in licenses in
which it already owns the majority interest anddperates the license. From time to time, U.S.ulallhas divested outright or
included in exchanges for other wireless interesttain consolidated and investment interestsvilea¢ considered less
essential to its current and expected future oerat As part of its business development stratelgg. Cellular from time to
time may be engaged in negotiations relating taattypuisition, exchange or disposition of comparséstegic properties or
wireless spectrum. In general, U.S. Cellular matydisclose such transactions until there is anitefe agreement. In addition,
U.S. Cellular may participate as a bidder, or manolb@ bidding group, in auctions for wireless gpam administered by the
FCC. In general, U.S. Cellular may not disclose sugh participation unless it or such bidding greaugnnounced as a winning
bidder by the FCC.

In addition to the Divestiture Transaction discasgeNote 5 — Acquisitions, Divestitures and Exolpesin the Notes to
Consolidated Financial Statements, U.S. Cellulgiaged in the following significant transactionghe last five years.

Spectrum Transaction$he following are significant license transactigmshe last five years. No customers, network @@sse
other assets or liabilities were included in thigaasactions. In addition to the licenses listebbl, U.S. Cellular has acquired
or divested of a number of other licenses as gdess significant transactions in recent years.

2013 Spectrum Sale®n October 4, 2013, U.S. Cellular sold the majaoitjts Mississippi Valley non-operating marketise
(“unbuilt license”). On August 14, 2013, U.S. CHiuentered into a definitive agreement to sellrtiegority of its St. Louis area
unbuilt license.

2012 700 MHz A-BlockOn August 15, 2012, U.S. Cellular completed arlge purchase whereby U.S. Cellular received four
700 MHz A-Block spectrum licenses covering portiofisowa, Kansas, Missouri, Nebraska, and Oklaho@a.November 20,
2012, U.S. Cellular completed a license purchaserelly U.S. Cellular received seven 700 MHz A-Bleplkectrum licenses
covering portions of Illinois, Michigan, Minnesotdjssouri, Nebraska, Oregon, Washington and Wisicons

2011 Spectrum Swafn September 30, 2011, U.S. Cellular completedkahange whereby U.S. Cellular received eighteen
700 MHz spectrum licenses covering portions of @jdlinois, Indiana, Kansas, Nebraska, Oregon\Afathington in
exchange for two PCS spectrum licenses coveringiopsrof lllinois and Indiana.

FCC Auctions. As more fully described in the Regulation secti@ow, in 2012, the FCC conducted a single rosedled bid,
reverse auction to award Mobility Fund Phase | supip bidders that commit to provide wireless gain areas designated as
unserved by the FCC. U.S. Cellular and severdsaubsidiaries were winning bidders in eligibieas within 10 states.

From time to time, the FCC conducts auctions thnowgich additional spectrum is made available fier provision of wireless
services. U.S. Cellular has participated in carpaior FCC auctions indirectly through its limitpdrtnership interests. Each
entity qualified as a “designated entity” and thgrevas eligible for bidding credits with respectost licenses purchased in
accordance with the rules defined by the FCC feheauction. In most cases, the bidding creditslted in a 25% discount
from the gross winning bid.

The FCC'’s Auction 73 for spectrum in the 700 MHné&losed on March 20, 2008. U.S. Cellular pgytitéd in Auction 73
indirectly through its limited partnership inter@sting Street Wireless L.P. (“King Street Wired®s King Street Wireless
was the successful winning bidder of 152 licenseAtiction 73. These licenses were granted by thé FDecember 2009.
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Regulation

Regulatory Environment.U.S. Cellular’'s operations are subject to FCC state regulation. The wireless licenses thahate
by U.S. Cellular and by the designated entitiestiich U.S. Cellular owns a non-controlling interast granted by the FCC for
the use of radio frequencies and are an impor@amponent of the overall value of U.S. Cellular'sisolidated assets. The
construction, operation and transfer of wirelestesys in the United States are regulated to varyaggees by the FCC
pursuant to the Communications Act of 1934 (“Comiuations Act”). In 1996, Congress enacted the datemunications Act
of 1996 (“Telecommunications Act”), which amendbd Communications Act. The TelecommunicationsrAahdated
significant changes in telecommunications rules @olities to promote competition, ensure the abdits of
telecommunications services to all parts of thetéthBtates and streamline regulation of the tel@wonications industry to
remove regulatory burdens, as competition develodde FCC has promulgated regulations governimgtroction and
operation of wireless systems, licensing (includiegewal of licenses) and technical standardsi®ptovision of wireless
services under the Communications Act, and hasemehted the legislative objectives of the Telecomimations Act, as
discussed below.

Licensing—Wireless Servid&ireless licenses are granted by the FCC basedbous geographic areas. The completion of
acquisitions, involving the transfer of controlalf or a portion of a wireless system, requiresmpFRCC approval. The FCC
determines on a case-by-case basis whether arsdimudf wireless licenses is in the public instre

The Communications Act also requires the FCC tordwiaw licenses for most commercial wireless ses/ibirough a
competitive bidding process in which spectrum isaled to bidders in an auction. From time to tithe, FCC conducts
auctions through which additional spectrum is madkglable for the provision of wireless servicésS. Cellular has
participated in such auctions in the past and@ylito participate in other auctions conductedi®/FCC in the future as an
applicant or as a non-controlling partner in anothection applicant. FCC anti-collusion rules plaeetain restrictions on
business communications and disclosures by paatitéoin an FCC auction.

Licensing—Facilities. The FCC must be notified each time an additioedlsite for a cellular system is constructed wahic
enlarges the service area of that cellular systéhe FCC is currently considering modifying thigu@ement by issuing
licenses to cellular licensees for the market #reg serve. U.S. Cellular believes that its féefli are in compliance with
current requirements and will comply with any fetwequirements.

Licensing—Commercial Mobile Radio ServicBursuant to the 1993 amendments to the CommionsaAct, cellular,

personal communications, advanced wireless, andMiH® services are classified as Commercial Mob#elig Service in that
they are services offered to the public for a fieg are interconnected to the public switched ted@pmetwork. The FCC has
determined that it will not require carriers prdwigl such services to comply with a number of stajuprovisions otherwise
applicable to common carriers, such as the filihtaoffs. All Commercial Mobile Radio Service wiess licensees must satisfy
specified coverage requirements. Licensees whithof meet the coverage requirements may be sutajéorfeiture of their
licenses.

Wireless licenses are generally granted for a &arn ferm or, in some cases, for fifteen years. HBE has established
standards for conducting comparative renewal pidiogs between a wireless licensee seeking rendvitsl lacense and
challengers filing competing applications. AllWfS. Cellular’s licenses for which it applied fenewal between 1995 and
2013 have been renewed. In 2010, the FCC relealetice of Proposed Rulemaking (“NPRM”") regardingeless services
renewal proceedings. Pursuant to the NPRM, the wWG@d abolish comparative renewal proceedings,establish criteria by
which it would determine whether a wireless licengas entitled to license renewal. The proposet@bs have been opposed
by most wireless carriers, including U.S. Celluldtris, however, likely that the FCC will take seraction to modify the license
renewal process. U.S. Cellular expects to meettiteria of any license renewal process.

U.S. Cellular conducts and plans to conduct itgaggens in accordance with all relevant FCC rulled segulations and
anticipates being able to qualify for renewal expecy in its upcoming renewal filings whatever neakcriteria are applied.
Accordingly, U.S. Cellular expects to be able toaw its licenses. However, changes in the reguiaif wireless operators or
their activities or changes in the FCC’s renewglieements could have a material adverse effetd.@ Cellular’s operations.

E-911. The FCC has imposed E-911 regulations on wisedasriers. The rules require wireless carriegsrtwide different
levels of detailed location information about E-3Hllers depending on the capabilities of the l@raérgency call center. As of
June 28, 2013, wireless carriers also are requir@dovide an automatic "bounce-back" text messageistomers who attempt
to send a text message to the local emergencygeatiér from a location where "text to 911" is nesiiable. The bounce back
message would advise such customers that "text16i9 not supported at that location and to cdrgatergency services by
other means. U.S. Cellular is in compliance with FCC'’s requirements regarding E-911.
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Hearing Aid Compatibility. The FCC has imposed Hearing Aid Compatibility regoients on wireless carriers. These rules
mandate that carriers offer to customers a cenaiber or percentage of handsets which are congatith different types of
hearing aids. The rules also require certain tyfesarketing and labeling practices in relatiostieh handsets, as well as
certain disclosures on wireless carrier websidsere are also annual carrier reporting requiresmgarding Hearing Aid
Compatibility. U.S. Cellular is in compliance withe FCC's Hearing Aid Compatibility requirements.

Telecommunications Act—General.he primary purpose of the Telecommunicationsig¢b open all telecommunications
markets to competition. The Telecommunicationsiakes most direct or indirect state and localiberito competition
unlawful. It directs the FCC to preempt all incistsnt state and local laws and regulations, aitéice and comment
proceedings. It also enables electric and otlilieg to engage in telecommunications servicetigh qualifying subsidiaries.

Only narrow powers over wireless carriers arettefitate and local authorities. Each state rethmpower to impose
competitively neutral requirements that are comsistvith the Telecommunications Act’s universalvgas provisions which a
state considers necessary to promote universateepublic safety and welfare, continued servigality and consumer rights.
Although a state may not impose requirements tiiettévely function as barriers to entry, it retailimited authority to regulate
certain competitive practices in rural telephonmpany service areas.

The Telecommunications Act authorizes and dird@sRCC to establish an explicit universal servigadf to preserve and
advance universal access to telecommunicationgesrin rural and high-cost areas of the countrgrtsure that low-income
consumers have access to telecommunications sgraied to promote access for schools, librarieshaadth care providers.
The Telecommunications Act requires all interstatecommunications providers, including wirelesviee providers, to
“make an equitable and non-discriminatory contiimitto support the cost of providing universahdee, unless their
contribution would be de minimis. At present, tlieypsion of wireline and wireless telephone seniichigh cost areas is
subsidized by support from the Universal Servicad=({USF") to which all carriers with interstatechimternational revenues
must contribute. Carriers are free to pass ordise of such contributions to their customers20a3, U.S. Cellular contributed
$90 million into the federal USF and passed orcthgt of such contributions to its customers.

Wireless carriers may be designated by states, sorne cases by the FCC, as eligible to receiweetsal service support
payments if they provide specified services in thapst” areas. In 2013, U.S. Cellular receivedraximately $106.8 million in
high cost support for service to high cost aredhénstates of lllinois, lowa, Kansas, Maine, MigsoNebraska, New
Hampshire, New York, North Carolina, Oklahoma, @mgrennessee, Virginia, Washington, Wisconsin\Aledt Virginia.
This high cost support is undergoing change, afostt below.

National Broadband Planln 2009, Congress directed the FCC to developtaohi Broadband Plan (the “Plan”) to ensure
every American has “access to broadband capabilityMarch 2010, the FCC released the Plan whigscdbes the FCC's
goals in enhancing broadband availability and tle¢hmds for achieving those goals over the nextdecamong the
recommendations in the Plan which are significawiteless providers are a series of proposalsakenup to 500 MHz of
spectrum newly available for broadband wireless lge2020, with a benchmark of making 300 MHz aladé by 2015, to
reserve additional spectrum for unlicensed wirelesssand to make more spectrum available for oppistic and secondary
uses. The Plan also made recommendations for tiamsg the USF from supporting voice networks todzlband networks
over time.

FCC’s USF and ICC Reform OrderPursuant to the Plan and subsequent noticepbped rulemaking, on November 18,
2011, the FCC released a Report and Order anddfuMititice of Proposed Rulemaking (“Reform Ordedppting reforms of
its universal service and intercarrier compensati@chanisms, and proposing further rules to advesfoem. The Reform
Order substantially revised the USF high cost mogand intercarrier compensation regime. The ntitd&F program, which
supports voice services, began to be phased @itlia. As a replacement, the FCC is adopting then€anAmerica Fund
(“CAF”), a new Mobility Fund, and a Remote Area Eumvhich will collectively support broadband-capabktworks. Mobile
wireless carriers such as U.S. Cellular may beb#éido receive funding under each of these funtieu certain circumstances.

The FCC has determined that both wireline and e&®facilities should be supported with one wieekarrier and one mobile
carrier receiving support in each area. The MgbHund will be implemented in two phases. ThedehaMobility Fund which
was implemented in 2012 is designed to providetone-funding through a reverse auction to fill mverage in “dead zones”
that currently lack 3G wireless service. In Pha$300 million was allocated throughout the coyrand an additional $50
million was set aside for tribal lands through tbeerse auction described below . The Phase llilijoBund will have a
budget of up to $500 million per year (up to $10G0iom of which is reserved for tribal lands), withe method of disbursement
to be determined in a further NPRM. Phase Il fogdwill be provided to areas that lack 4G wirelsssrsice. The CAF will
support service to homes, businesses, and andtidufions, using any technology that can meeteanical requirements.
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On September 27, 2012, the FCC conducted a siogtedr sealed bid, reverse auction to award up ®0 $3llion in one-time
Mobility Fund Phase | support to successful biddleas commit to provide 3G, or better, wireless/&gr in areas designated as
unserved by the FCC. This auction was designatetieoFCC as Auction 901. U.S. Cellular and sevef ik wholly-owned
subsidiaries participated in Auction 901 and wenenimg bidders in eligible areas within 10 stated aill receive up to $40.1
million in one-time support from the Mobility Fun&13.4 million of which was received as of Decenttie 2013. In
connection with these winning bids, in June 2013%.Cellular provided $17.4 million in letters o&dit to the FCC. Pursuant
to the auction rules, winning bidders must comphetvork build-out projects to provide 3G or 4Gvéee to these areas
within two or three years, respectively, and misb anake their networks available to other provdder roaming. Winning
bidders will receive support funding primarily upachievement of coverage milestones defined iratiotion rules. As a
winning bidder, U.S. Cellular will be required tceest certain regulatory conditions in the areas witewill receive funding to
provide service. Examples of these regulatory ttmms include: allowing other carriers to colocateU.S. Cellular’s towers,
allowing voice and data roaming on U.S. Cellularéswork, and submitting various reports and cesdtfons to retain eligibility
each year. Itis possible that additional reguiatequirements will be imposed pursuant to the BGR&form Order.

The terms and rules for participating in the CAl &tase Il Mobility Fund as a wireless eligiblet@mmunications carrier
(“ETC") have not been developed yet by the FCOs itncertain whether U.S. Cellular will obtain popt through the CAF or
Phase Il of the Mobility Fund. If U.S. Cellularsaccessful in obtaining support, it will be reguirto meet certain regulatory
conditions to obtain and retain the right to reeesupport including, for example, allowing otherrizas to colocate on U.S.
Cellular’'s towers, allowing voice and data roamamgU.S. Cellular’s network, and submitting varioaports and certifications
to retain eligibility each year. It is possibletladditional regulatory requirements will be impdgursuant to the FCC'’s
Reform Order.

U.S. Cellular's current ETC support is being phadedn. ETC support was frozen on January 1, 20122011 level and is
being phased down at the rate of 20% per year begrjuly 1, 2012. If the Phase Il Mobility Fuischot operational by
July 2014, the phase down will halt at that timd &hS. Cellular will continue to receive 60% of litaseline support until the
Phase Il Mobility Fund is operational.

With respect to intercarrier compensation, the Raf@rder provides for a reduction in the charges thS. Cellular pays to
wireline phone companies to transport and termipalis that originate on U.S. Cellular’s networkjieh has reduced U.S.
Cellular's operating expenses. The reductionstiercarrier charges are to increase over the nextd ten years, further
reducing U.S. Cellular’'s operating expenses.

The FCC's Reform Order, and any subsequent ordadepts to reform universal service and intereagompensation, are
subject to judicial review. Multiple appeals oétReform Order were consolidated and argued itJtBe Court of Appeals for
the 10" Circuit on November 19, 2013, with a decision aptited in 2014. At this time, U.S. Cellular canpegdict the timing
or outcome of any such decision, or whether suchsim or any future rulemaking, reconsideratiod gal challenges would
result in a material adverse effect on U.S. Callslbusiness, financial condition or results of igi®ns.

U.S. Cellular also cannot predict the net effedhef FCC's changes to the USF high cost suppogranoin the Reform Order
or whether reductions in support will be fully affsvith additional support from the CAF or the MdgiFund. Accordingly,
U.S. Cellular cannot predict whether such changlt$iave a material adverse effect on U.S. Cellslausiness, financial
condition or results of operations.

Middle Class Tax Relief and Job Creation Act of201n 2012, Congress adopted the Middle Class TelieRand Job
Creation Act of 2012 ("Spectrum Act") granting tReéC, among other matters, general authority to gohihcentive auctions
including an incentive auction of broadcast telewisspectrum, and establishing a three year deaftlinthe FCC to reallocate,
auction and grant new commercial licenses in tHeviing bands, 1915-1920 MHz paired with 1995-2006z (collectively
the "H Block™), and 15 MHz within 1675-1710 MHz155-2180 MHz, and 15 MHz "to be identified by theé&" (collectively,
the “AWS-3 Blocks”). In late 2012 and continuing2013, the FCC commenced proceedings to implethese mandates in
the Spectrum Act. In 2013, the FCC completed rtdesuction and license ten megahertz of pairedddkBspectrum for
terrestrial fixed and mobile use as required bySpectrum Act. The FCC commenced the auctionhisri block spectrum in
January 2014. The FCC's proceedings to prepatbdauction of the AWS-3 Blocks and to hold a sefaincentive auction
of broadcast television spectrum to expand mobiadband service remain pending. The FCC hasatetiats intention to
auction the AWS-3 Blocks in late 2014 in order &tisfy a Spectrum Act licensing deadline of Febyu2015. Commencement
of the FCC's incentive auction of broadcast telewispectrum is expected in 2015. The Spectrumddes not specify a
deadline for commencement of this incentive auction
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Net Neutralityln 2009, the FCC initiated a rulemaking proceediagigned to codify its existing “Net Neutrality”ipciples

and impose new requirements that could have tleeteff restricting the ability of wireless interrsgtrvice providers to manage
applications and content that traverse their ndtacotn December 2010, after a lengthy proceedihizhivconsidered different
approaches including the “reclassification” of mmiet access as “common carrier” service under Tt the Communications
Act, the FCC adopted a net neutrality rule baseisonitle | “ancillary” authority to enforce diffent parts of the
Communications Act. The rule requires all providefrbroadband internet access, including both fiftkdt is, telephone and
cable) and wireless providers, to publicly disclaseurate information regarding their network maamagnt practices,
performance and commercial terms sufficient forstoners to make informed choices regarding the Liseah services. The
rule also prohibits all internet providers from ¢@hong consumers’ access to lawful websites, suligectasonable network
management, and from blocking applications thatpetenwith the provider’s voice or video telephoeyvices, also subject to
reasonable network management. The rule subjeetsrdviders of fixed but not wireless broadbandrinét access to a
prohibition on “unreasonable discrimination” infeamitting internet traffic over their networks, @ksubject to reasonable
network management. The exemption of wireless piargi from this part of the rule reflects recogmitaf the capacity
constraints and other “special conditions” underclwimobile broadband service is offered and theptitive nature of
evolving wireless networks. Thus, the FCC considérappropriate in 2010 to take only the “measistghs” with respect to
mobile broadband service reflected in the rule. ideneutrality rules are controversial and haventzhallenged in the courts.
On January 14, 2014, a three judge panel of tBe Court of Appeals for the District of Columbiar€liit vacated the "anti-
blocking" and "anti-discrimination” portions of tR&C's net neutrality rules, leaving in place tiesldsure requirements of the
rules. In a public statement made on Februar2@®4, the Chairman of the FCC indicated that thenag does not plan to
appeal the Court’s decision, but will consider wiyschieve its policy goals with respect to theti<nlocking” and “anti-
discrimination” provisions within the authority aled by the Court’s decision, in particular authogranted under Section 706
of the Telecommunications Act of 1996. The Chainmproposed a new rulemaking proceeding to advdmatgrocess with a
Notice of Proposed Rulemaking anticipated lates yleiar. U.S. Cellular cannot predict the outcofthis proceeding.

Data Roaming. In 2007, the FCC adopted a rule requiring thaeless carriers offer “voice” roaming agreementsaoh other
on a just, reasonable and non-discriminatory bagise FCC stated that this was a common carriegatibn under Title 1l of

the Communications Act. In 2011, the FCC broadehidobligation to require carriers to offer was$ “data” roaming
agreements to each other. However, because tlggtibn involved the use of the Internet, it conlok be a “common carrier”
obligation. Thus, the FCC grounded the obligatiomitle 11l of the Communications Act, under whitie FCC regulates use of
the radio spectrum. This order was challengetiént.S. Court of Appeals for the District of ColuaiCircuit on the grounds
that it constituted an unlawful common carrier fagjan. However, in December 2012, the court uglieé FCC's ruling. U.S.
Cellular was an intervenor in the case in suppbtti@ FCC and believes that the FCC and courtgslinill be beneficial to it
and similarly situated wireless carriers.

Network Resiliency On September 27, 2013, the FCC released a Naftieeoposed Rulemaking seeking comment on a
proposed rule requiring wireless carriers to sultmthe FCC, on a daily basis, for public disclesuhe percentage of their cell
sites that are providing wireless service durind mmmediately after major disasters. The FCC atstks comment on whether
other measures of service outages during disasiigis be appropriate and asks for proposals reggrother approaches to
measuring network resilience. A decision on thiscpeding is anticipated in 2014. Complying witktsa mandate would not
be expected to have a material adverse effect 8nCkllular's operations.

Customer Proprietary Network InformationWireless carriers are required under Sectiondt2Be Communications Act to
protect the confidentiality of customer informatithey receive as a consequence of the customeerceglationship, such as
“call detail" information. Such information is egfed to as "Customer Proprietary Network Informati("CPNI"). On June
13, 2013, the FCC issued a Declaratory Rulingregatiat Section 222 also applies to informatiorlléoed” by a wireless
subscriber's mobile device, provided the collecttoundertaken at the carrier's direction and Hreier still has access to or
control over that information. This extends thaate of the CPNI definition beyond CPNI stored icaarier's switches, servers
or other places where they store information. @@&8Ilular will comply with this ruling.

Rural Call Completion In 2013, the FCC adopted new rules concerniantal'call completion,” to take effect in 2014. The
rules may increase costs by imposing new datafieteand reporting requirements on providers ofjlaistance voice service.
U.S. Cellular is now determining the extent to vihibese rules are applicable to it, and how to dgmjth them. To the extent
the rules are applicable, compliance could be goistlt otherwise is not expected to have a matedaérse effect on U.S.
Cellular's operations.

Spectrum Holdingdn September 2012, the FCC adopted an NPRM whichgsed a review of its policies regarding mobile
spectrum holdings in the context of both auctiams$ secondary market transactions. Comments amylegemments were filed
in November 2012 and January 2013. In the proogetiie FCC sought and received comment on whétkleould retain or
modify the current case by case analysis usedaluate mobile spectrum holdings, or adopt “brigi’l limits on the amount
of wireless spectrum which may be held by any earri
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The FCC also is considering updating the spectranag included in the evaluation of mobile specthoidings and whether to
make distinctions between different bands in euadgaspectrum holdings. The FCC also is re-examgjtiis determinations of
geographic and product markets in the context afuating wireless transactions. It also is reviepits spectrum “attribution”
rules and remedies if a proposed transaction doiesamply with its rules or policies.

FCC Interoperability Order.On October 25, 2013, the FCC adopted a Report addr@nd Order of Proposed Modification
confirming a voluntary industry agreement on inpen@bility in the Lower 700 MHz spectrum band. H®&C's Report and
Order lays out a roadmap for the voluntary committe®f AT&T and DISH Network Corporation ("DISH") become fully
binding under a regulatory framework which will v the FCC to take additional actions proposedoketeompleted by the
first quarter of 2014. Pursuant to this voluntagyeeement, AT&T will begin incorporating changestsinetwork and devices
that will foster interoperability across all pairggectrum blocks in the Lower 700 MHz Band, coliedyy comprising “Band
12" under the standards of thé&¥&%eneration Partnership Project (“3GPP”). AT&T adgpeed to support LTE roaming on its
networks for carriers with compatible Band 12 desicconsistent with the FCC's rules on roamingo#étined in its voluntary
commitment, AT&T will be implementing the foregoirthanges in phases starting with network softwahaecement taking
place possibly through the third quarter of 2018whe AT&T Band 12 device roll-out to follow. Imdition, the FCC has
adopted changes in its technical rules for cedajpaired spectrum licensed to AT&T and DISH in tleaver 700 MHz band to
enhance prospects for Lower 700 MHz interoperghilMT&T’s network and devices currently only intperate across two of
the three paired blocks in the Lower 700 MHz band. Cellular's LTE deployment utilizes spectrunalhthree of these
blocks and consequently was not interoperable thghAT&T configuration. U.S. Cellular believes thhe FCC action will
broaden the ecosystem of devices available to Ce8ular's customers over time.

U.S. Cellular cannot predict what, if any, chantesFCC will make to the foregoing rules, but imteno comply with all
applicable requirements.

State and Local RegulationU.S. Cellular is subject to state and local ragjah in some instances. In 1981, the FCC preempted
the states from exercising jurisdiction in the areflicensing, technical standards and marketsitra. In 1993, Congress
preempted states from regulating the entry of wsglsystems into service and the rates chargedréless systems to

customers. The siting and construction of wirefasglities, including transmitter towers, antenmas equipment shelters are

still subject to state or local zoning and land reggulations. However, in 1996, Congress amenidedbmmunications Act to
provide that states could not discriminate agairistless carriers in tower zoning proceedings aadith decide on zoning
requests with reasonable speed. In addition,sstagy still regulate other terms and conditionwioéless service.

In 2009, the FCC adopted a rule, subsequently dghethe Supreme Court, which provides that looalizg authorities must
act on tower "colocation" requests within 90 dayd must act within 150 days on applications for riggilities. Failure to act
during those time frames constitutes a "failuradt’ under the statute and the courts may fashicaparopriate remedy. Also,
in 2012, Congress enacted Section 6409(a) of tmen@mications Act, which requires local zoning auities to approve
wireless carrier requests for modifications of 8rig wireless antenna towers or base stations wihichot "substantially
change" the "physical dimensions" of the towere§échanges in FCC regulations and the Communisafiot were intended
to promote tower construction and antenna colopaditd thus should be helpful to U.S. Cellular atieowireless carriers.

In 2000, the FCC ruled that the preemption provisiof the Communications Act do not preclude thé&stfrom acting under
state tort, contract, and consumer protection lawsgulate the practices of commercial mobileaadirvice carriers, even if
such activities might have an incidental effectmreless rates. This ruling has led to more stegelation of commercial
mobile radio service carriers, particularly frone tstandpoint of consumer protection. U.S. Cellidtands to comply with state
regulation and to seek reasonable regulation @fdtivities in this regard.

The FCC is required to forbear from applying aratigbry or regulatory provision that is not necegsa keep
telecommunications rates and terms reasonablegyptect consumers. A state may not apply a satutr regulatory
provision that the FCC decides to forbear from gipgl. In addition, the FCC must review its telecoomications regulations
every two years and change any that are no loregssary. Further, the FCC is empowered undaicaitcumstances to
preempt state regulatory authorities if a statebistructing the Communications Act’'s basic purposes

U.S. Cellular and its subsidiaries have been atahihto remain active participants in proceedingfete the FCC and state
regulatory authorities. Proceedings with respethé foregoing policy issues before the FCC aatksegulatory authorities
could have a significant impact on the competitiv@rket structure among wireless providers andelaionships between
wireless providers and other carriers. U.S. Catlid unable to predict the scope, pace or findimigact of policy changes
which could be adopted in these proceedings.

Radio Frequency EmissionsThe FCC has adopted rules specifying standamdisheenmethods to be used in evaluating radio
frequency (“RF”) emissions from radio equipmentlirding network equipment and wireless devices usednnection with
commercial mobile radio service. These rules wgteeld on appeal by the U.S. Court of Appealster$econd Circuit in
2000.
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The U.S. Supreme Court declined to review the Sg€ircuit’s ruling. U.S. Cellular's network facilis and the wireless
devices it sells to customers comply with thesadsads.

In August 2012, the Government Accountability CficGAQO") issued a report which recommended thatREC reassess its
current radio frequency emission limits. In resgoito the GAO request, on March 29, 2013, the F&l€ased its First Report
and Order ("Order"), Further Notice of Proposeddrudking ("FNPRM") and Notice of Inquiry ("NOI") coarning RF
radiation issues. Comments on the FNPRM and NQ®¢ iled during 2013 and the FCC may take furthatioa in 2014. The
Order resolves certain minor and technical isstiiése FNPRM proposes to update the FCC's RF exposguations, by
changing evaluation procedures and proposing cegta@mptions from evaluation. The NOI seeks contrarrpossible new
policies regarding RF exposure, and regarding wargiresent exposure limits should be changed tcerttekm either more
stringent or more lenient. U.S. Cellular cann@dact future FCC actions with respect to RF radiatir whether such actions
might have a material adverse effect on U.S. Cafkibperations.
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TDS Telecom Operations
General

TDS Telecommunications Corporation (“TDS Telecomvgs incorporated under the laws of the state chDate in 1988. At
December 31, 2013, TDS Telecom’s consolidated tipgranarkets cover approximately 1.1 million wiradiand cable
connections and HMS operations in 36 states. TOD&cOen operates in three reportable segments: \WieCable and HMS.

TDS Telecom provides diversified telecommunicatisesrices including wireline and cable broadbamtee and voice and
hosted and managed services. TDS Telecom’s wiraliecable subsidiaries provide high-quality tefecainications services
to commercial and residential customers primarilyural and suburban communities. As of Decemtef813, TDS Telecom
operates 115 incumbent local exchange carrier€ECID in 28 states and provides telecommunicati@ngises as a competitive
local exchange carrier (“CLEC”) in lllinois, Mich&m, Minnesota, and Wisconsin. Cable was formeslithh the acquisition of
a cable business, Baja Broadband LLC (“Baja”) August 2013, and provides high-quality video, bimatt, and voice to
residential and commercial customers in six wesstates primarily including Colorado, New Mexic@&xhs and Utah. TDS
Telecom also provides hosted and managed servid&4Y") under the OneNeck IT Solutions (“OneNeck’Pand, which
specializes in planning, engineering, procuremiestallation, sales and management of Informatiechfhology (“IT")
infrastructure, including: hosted application maeragnt, managed hosting, and ReliaCloud enterpliose services. HMS
operates data centers in Arizona, lowa, MinnesotaViisconsin.

Telecom Business Development Strategy

In the last five years, TDS or TDS Telecom has aedua cable business; five hosted and manage@edrusinesses; and one
ILEC for consideration totaling $525.9 million. BDTelecom may make additional opportunistic actjoiss in the future that
further strengthen its operations. TDS Telecomtgugsition strategy is to identify and target comiga that support cost
economies and complement TDS Telecom’s producsandces growth strategy. As part of this stratddyS Telecom may
also seek to divest or exchange interests thaiarstrategic to its long-term success.

While management believes that it will be succddafmaking additional acquisitions, there can beassurance that TDS or
TDS Telecom will be able to negotiate additionajsitions on terms acceptable to them or thatledgry approvals, where
required, will be received. In general, TDS may disclose such transactions until there is aiiee agreement.

WIRELINE OPERATIONS

Wireline operations are located in a mix of rusahall town and suburban markets and urban mankétsthe largest
concentrations of its customers in the Upper Midvaesl the Southeast. Wireline operations provédailrtelecommunications
services to both residential and commercial custsrtiat reside within its respective service teriéts. Wireline also provides
services to wholesale customers, who are primarigrexchange carriers (companies that provide-tlintance telephone and
data services between local exchange areas) thgtessate TDS Telecom for the use of its faciliteesriginate and terminate
their voice and data transmissions. The table bgimvides information about Wireline connectionofBecember 31, 2013.
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Wireline Connections as of December 31, 2013 (

Percent

State Residential Commercial Total of Total
Wisconsin 141,200 138,700 279,900 29%
Tennesse 86,100 21,300 107,400 11%
Michigan 28,800 68,500 97,300 10%
Minnesots 28,600 57,500 86,100 9%
Georgia 48,700 9,500 58,200 6%
New Hampshire 31,700 7,500 39,200 4%
Indiana 30,000 6,000 36,000 4%
Maine 21,400 4,400 25,800 3%
Alabama 20,700 4,900 25,600 3%
Oklahoma 18,800 3,900 22,700 2%
Total for 10 Largest Statt 456,000 322,200 778,200 81%
Other State 136,900 50,900 187,800 19%
Total 592,900 373,100 966,000 100%

(1) “Connections” are the sum of physical access larashigh-capacity data circuits via various techgis including
Digital Subscriber Line ("DSL") and dedicated imtet, plus the number of telephone handsets, Irt€mmtocol television
("IPTV"), data lines and IP trunks providing comnations using IP networking technology. A physa&ecess line is tt
individual circuit connecting a customer to a télepe compar’s central office facilities

Wireline Products, Services and Revenue Sources

Wireline operations generate revenues by provithiegollowing products and services to commeraial eesidential customers
and carriers:

. Voice services, including basic local and long-atiste telephone service, Voice over Internet ProtgeoIP”) and
enhanced local services like voice mail, calleratl call forwarding;

. Broadband services, including DSL, other formsighkspeed internet and other enhanced data services

. Network access services to interexchange carmerhé origination and termination of interstatel amtrastate long
distance phone calls on TDS Telecom'’s network gedial access services to carriers and others; and

. IPTV and satellite video.

The following table summarizes Wireline Operatisganue by categor

For Year Ended December 31, 201

(Dollars in thousands Revenue %
Residentia $ 293,217  40%
Commercia 232,91C 32%
Wholesale 200,44C 28%
Total Operating Revent $ 726,567 100%

Residential Wireline residential customer operations prowdesrsified telecommunications services, includiocal and
long-distance telephone service, high-speed da@upts and video services. Video services areadfthrough either its own
IPTV offering or through a resale agreement witatellite provider. Wireline provides long-distarservice by reselling long-
distance service in its markets and through comoesivith long-distance carriers which purchasevoelt access from TDS
Telecom. Residential customer operations accauri¥% of Wireline connections and 40% of total &liite revenue.

Wireline’s residential customer strategy within@sEC markets is to provide continuing servicetsocurrent residential
customer base with high quality customer serviak@mpetitive pricing, but not to seek any newdestial customers due to
their high acquisition costs and due to regulatdvgnges which have increased network cost ancelihmetwork availability.
Therefore, it is expected that the numberesidential customers within the CLEC markets wdlhtinue to decline. There ¢



19,300 CLEC residential connections remaining atdbeber 31, 2013.
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Commercial. Wireline commercial customer operations providghquality voice and data solutions including lbaad long-
distance telephone service, broadband, IP basedeagrand other services to businesses withimatskets that are typically
small to medium sized businesses, but may incladgelcorporations. Wireline operations providestheommercial customers
with secure and reliable internet access, dataemiums and advanced voice service with innovatiolP features. Wireline
operations address customer needs for increaseshgoitations capabilities at reduced costs by matrtiiese needs to new
and existing technologies to create greater effis and by providing support for these technelegifter the sale. The
Wireline flagship product is managedIP, a fully-tens software and hardware solution that providestamers with a secure
internet connection and the latest VolP featurescapabilities. ManagedIP is available in selectedkets covering 84% of all
commercial customers at December 31, 2013.

Wholesale. Wireline operations continue to provide a higveleof service to traditional interexchange cagieWireline’'s
wholesale market focus is on access revenues, whtble compensation received for carrying longattise and data traffic on
its networks Universal Service Fund (“USF”) revenues, which supghe cost of providing telecommunication sersiae
high cost areas, are also included in wholesalgcgerevenues. In 2013, TDS Telecom received $2i{libn in wholesale
revenues which included approximately $86 milliengived under all the USF programs. Recent angbgenl regulatory
changes may affect the amounts of Wireline futunelesale revenues. See “Wireline Regulation” below

Wireline Strategy

Wireline seeks to be the preferred telecommuninatsmlutions provider in its markets for both resitial and commercial
customers by developing and delivering high-qualityducts that meet or exceed customers’ needsoamatperform the
competition by delivering superior customer servitiee Wireline residential customer strategy iprovide voice, high-speed
data, and video services through value-added mmdfi products. The commercial focus is to proxddeanced IP-based voice
and data services. Wireline is actively invesimghe continuing transformation of its traditiotelecom networks as it works
to economically deploy advanced technologies amdservices. Wireline continues to champion econaieicelopment by
actively advocating for state and federal reguiatcameworks that enable its operations to growiamdst profitably and
continue to meet customer expectations for newimpdoved services.

Wireline believes that its residential and busiresstomers have a strong preference to purchaspleorantary
telecommunications services from a single provid&ireline has found that by offering and bundlsegvices in customer-
friendly packages, it can build customer loyaltg aeduce customer churn. Wireline offers bundlbegtvinclude a full array
of telephone services, high-speed data servicesidred services.

Wireline’s objective is to be the preferred broaatharovider in its ILEC residential markets by ofifgg a wide range of
premium internet services. It continues to invedtigh-speed data service and as of December(@B, 2vas able to provide
this service to 96% of its ILEC physical accessdin At that date, 61% of the households passis ihEC markets had 10
megabits per second (“Mbps”) or faster servicelabée. In selected residential markets, Wirelirikk ivad its marketing and
promotional strategies with superior quality IPTVhis interactive video offering is intended to ntar intensifying
competition for video service and retain the videmponent of triple play customer bundles. In retgkvhere IPTV is not
offered, TDS Telecom has partnered with a satélliteprovider to allow for triple play bundling.

Wireline has continued to expand its presencearbiisiness broadband market with hosted-managelghony, high-speed
symmetrical dedicated broadband and point-to-pgBihernet services. ManagedIP delivers businedsmess a converged
voice and data communications solution to the dgskPoint-to-point Ethernet provides customersieeand reliable high-
speed data links for two or more locations over TI2&com'’s internal network, not the public Intern&he long-term strategy
includes leveraging products such as managedIastéd and managed services to all of Wirelinetaroercial customers,
differentiating both on service excellence andesior product portfolio.

Wireline focuses its commercial marketing on infation-intensive industries such as financial sewjtealth services, real
estate, hotels and motels, retail, education ardrgoent. Wireline uses its direct sales forcensg digital marketing,
targeted mailings, and telemarketing to sell préslaod services to commercial markets, which agensated into tiers based
on size (in terms of connections and revenuesystmtkgic importance. Different sales and distidsuchannels are used to
target each segment.
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The following table summarizes additional informatregarding Wireline connections for December28,3.

Residential connections

Voice (1) 352,10C
Broadband (2 227,00C
IPTV (3) 13,800

Residential connectior 592,90C

Commercial Connections

Voice (1) 218,40C
Broadband (2 27,100
managedIP (4 127,60C
Commercial connectior 373,10C

Total connections 966,00C

(1) The individual circuit or "access line" connectitigstomers to TDS Telecom’s central office facititie

(2) The number of customers provided high-capacity dmtaiits via various technologies, including DSidadedicated
internet circuit technologie

(3) The number of video customers receiving programrtioigy TDS Telecom's IP distribution system.
(4) The number of telephone handsets, data lines atrdriRs providing communications using IP netwogkiachnology.

Wireline Network Architecture and Technology

Wireline operates an integrated, highly-reliablenmek that consists of central office host and résrsites, primarily equipped
with digital and IP switches. Fiber optic and ceppable connect the host central offices with renswvitches and ultimately
with end customers. Wireline continues to upgrade expand its telecommunications network to redporthe needs of its
customers for greater bandwidth and advanced téohies. The network is transitioning from its legaircuit-switched
network to a highly reliable IP-based broadbandvoek to facilitate the integration of voice senggdroadband, and video.
Wireline has pursued a plan to deploy fiber tecbgg) which enables significantly greater broadbspeleds to selected
residential subdivisions and to commercial cust@nehen the investment is economically justified.

Wireline has developed and deployed an inter-regidata routing infrastructure using leased fitsgyaxity which allows it to
reach over 85% of its physical access lines withmtlti-gigabyte core network. This configuratiiong with the continued
development of an IP network that interconnectstauttially all the existing service territoriesoalls for next generation 1P
service offerings; namely, IPTV, managedIP, redidéNolP and least-cost routing as well as compredive IP policy
management.

Wireline is also standardizing equipment and preesso increase efficiency in maintaining its nekwodNireline utilizes
centralized monitoring and management of its networeduce costs and improve service reliabiletwork standardization
has supported TDS Telecom in operating its 24-hatdlay / 7-days-per-week Network Management Cenieich
continuously monitors the network in an effort togctively identify and correct network faults prto any customer impact.
In addition, TDS Telecom anticipates reducing ctistsugh the sharing of best practices across tipasa centralization or
standardization of functions and processes, antbg®ent of technologies and systems that providefeater efficiencies and
profitability.

Wireline Competition

The competitive environment in the telecommunicaimdustry has changed significantly as a regutahnological advances,
customer expectations and changes to regulatioinelidé continues to seek to develop and maintaieféicient cost structure
to ensure that it can compete with price-basedathies from competitors. Wireline is faced wiigrificant challenges,
including competition from cable, VolP, wirelesdasther wireline providers as well as decreas@starcarrier compensation
received for the use of TDS Telecom’s networkseskhchallenges could have a material adverse eiffiettte financial
condition, results of operations and cash flow$@§ Telecom.

Wireline has experienced physical access line foaed access minute declines due to competition fvveless carrier



offering local and nationwide voice and data pldren cable providers offering voice and data smsivia cable modems, and
from other VolP providers.
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Cable companies have developed technological ingmnewnts that have allowed them to extend their ctitiygeoperations
beyond major markets and have enabled them toge@broader range of voice and data servicestbggrcable networks.
Several national cable companies have aggresgivesued the bundling of voice communications, dathvideo at discounted
prices to attract customers from traditional tetapdhcompanies. In addition, cable companies coatin add value to their
internet offerings by increasing speeds at no twokte customer. Wireline estimates that 70%9fLEC access lines face
active competition from cable providers at Decen8#%r2013 . Cable companies are increasingletarg both residential and
commercial customers.

Wireless telephone service providers offering featich wireless devices and improved network duaidnstitute a significant
source of competition. A growing segment of custsrhave chosen to completely forego the use ditimaal wireline
telephone service and instead rely solely on waetgrvice for voice communications services. Trbisd is more pronounced
among residential customers, which comprise apprately 61% of Wireline connections as of Decemider2®13 . Some
small businesses may follow the residential patiehmosing wireless service and disconnecting wieetiervice. Increasing
penetration of wireless broadband services hatledbstitution for wireline services, includingipdistance, which impacts
both Wireline retail and access revenue.

VolP technology also has improved and has led calilernet and other communications companies listantially increase
their offerings of VolP service to commercial aedidential customers. VolP providers route cadigially or wholly over the
Internet, without the use of ILEC circuit switcharsd, in the case of cable operators and CLECspuiitthe use of ILEC
networks to carry their communications traffic. IPgroviders frequently use existing internet nekgdo deliver flat-rate, all-
distance calling plans. These plans may also iceghbelow the prices currently charged for tradiéil ILEC local and long-
distance telephone services.

While TDS Telecom positions itself as a high-qyaiélecommunications provider, it is experiencimgnpetition from Regional
Bell Operating Companies (“RBOCSs") in areas whelDsSTTelecom competes as a CLEC, other CLECs, cabiaders,
wireless carriers, and VolP providers as it seelgain and retain customers. In addition, the RB@f@ continuing to
implement technological changes that could imped8 Telecom’s access to facilities used to provilEC
telecommunications services. To mitigate this &S Telecom is working on other forms of last nalecess alternatives to
deliver services.

Wireline Regulation

Regulatory Environment As communications common carriers, the ILECssaltgect to federal, state and local regulatiohe T
Communications Act of 1934, as amended by the Bedecunications Act, provides the statutory frameworkUnited States
communications policy. The Federal Communicati@ommission (“FCC”) generally exercises jurisdictiover all facilities

of, and services offered by, communications comgamiers to the extent those facilities are usegrtwide, originate or
terminate interstate or international telecommuidces. State public utility commissions generakercise jurisdiction over
intrastate communications facilities and servic@egulators establish and oversee the implementafithe provisions of
federal and state telecommunications laws, inclydéiterconnection requirements, universal servid@ations, promotion of
competition, and the deployment of advanced sesviddaximum rates for regulated interstate servizesprescribed by the
FCC, and local rates paid by end user customerintnadtate access charges paid by carriers thaisfutraffic to TDS

Telecom continue to be subject to state commissgroval in many states. TDS Telecom routinelyspeas desired changes in
regulation and rate structures in an attempt tontaai affordable rates and reasonable earningerRes generated from access
charges to other carriers, support mechanismsuetiages to end user customers are included ifintecial results as
components of Residential, Commercial and WholeRalenues.

Most of the ILEC subsidiaries participate in bdik National Exchange Carrier Association (“NECAf)erstate common line
and traffic sensitive access charge tariffs antigipate in the access revenue pools administeyatlddFCC-supervised NECA,
which collects and distributes the revenues frotargtate access charges. The FCC retains regutatersight over interstate
long-distance rates and other issues relatingtéostate telephone service and continues to regthatinterstate access system.
Where applicable, and subject to state regulatppyaval, TDS Telecom’s ILEC subsidiaries also mélintrastate access tariffs
and participate in intrastate revenue pools.

The ILEC subsidiaries also draw from the federal state universal service funds. Universal sersigaport helps keep services
in rural and underserved markets comparable intguald price to services in more urban market;@sgress mandated in the
Telecommunications Act. Specifically, the High €Bsogram of the federal USF ensures that consuhas access to and
pay rates for telecommunications services in rana underserved areas that are reasonably compaoahlose provided in
urban areas. TDS Telecom’s subsidiaries draw ttemJSF because the cost of providing service inyned its rural markets

is high, and all of those costs cannot be recovsoégly from customers while still providing sergithat is reasonably
comparable to services in urban markets.

20




Table of Contents

The CLEC operations, like its ILEC operations, @gulated by federal, state and local agenciesvener, CLECs are subject
to significantly less regulation than ILECs. Thé&regulates many of the rates, charges and serefdeECs to a greater
degree than those of CLECs. CLECs are also sulgdetver regulatory requirements in connectiorhwiiteir installation and
operation of facilities for domestic interstatestmmmunications. CLECs are not required to mairtamiffs for domestic
interstate long-distance services. However, thieyrequired to submit certain periodic reportshi® ECC, pay regulatory fees,
and meet certain other obligations.

The Telecommunications Act requires ILECs to previdquesting carriers such as the Wireline’s CL#{ls
nondiscriminatory access to unbundled network efem@UNES") at cost-based rates. UNEs are comptsnef ILEC
networks that CLECs lease, and in some cases, oembih their own network facilities to provide g®ees to end user
customers. Subsequent rulings have modified tleaiwistances under which ILECs must make UNEs aieika CLECs at
cost-based rates, e.g., the extent to which ILEGstmnbundle and make available fiber optic lines broadband hybrid
loops. This has had the practical effect of insiega CLEC costs to deliver certain high-capacityw®es to customers because
CLECs no longer can rely on ILECs to lease therarflimes and broadband hybrid loops at cost-bamsted.r CLEC options can
be further limited by the fact that in many juristittns ILECs are retiring their copper lines, theshoving those lines as an
option for CLEC use as UNEs in connection with pin@vision of DSL services. As a result of thesetdes, Wireline’s CLEC
today either must construct its own fiber optieBrand hybrid loops, pay a higher rate to leassetfeilities from ILECs, or
seek other alternative providers where available.

Federal Regulation

Wireline operations are required to comply with Telecommunications Act, which requires, among othimgs, that
communications common carriers offer interstatgises when requested at just and reasonable ratesyes and conditions
that are non-discriminatory. The Telecommunicatiéwet’'s stated objective is to promote competifionthe provision of local
service by removing regulatory barriers to comgeproviders.

National Broadband Plan.In 2009, Congress directed the FCC to developtioNal Broadband Plan (the “Plan”) to ensure
every American has “access to broadband capabilityMarch 2010, the FCC released the Plan whiescdbes the FCC's
goals in enhancing broadband availability and tle¢hmds for achieving those goals over the nextdec&ince that time, the
FCC has taken steps to implement several aspetite &flan, including comprehensively reformingd&F and intercarrier
compensation regime.

USF and ICC Reform OrderPursuant to the Plan and subsequent noticepbped rulemaking, on November 18, 2011, the
FCC released a Reform Order adopting reforms afritgersal service and intercarrier compensatiooharisms, establishing a
new broadband-focused support mechanism, and pgrapfasther rules to advance reform. Prior to Beform Order, the
intercarrier compensation system had carriers oy their costs, in part, from one another. Rieéorm Order established
certain rules for transitioning, over time, fronetlxisting system to one where carriers will recdkeir costs directly from

their end user subscribers. The Reform Ordenaismaccompanied by a Further Notice of ProposedrRaking seeking
comment on a range of follow up proposals. Tharfuproposed rulemaking is especially importark@s Telecom, as
numerous issues relevant to rate of return camidrde addressed in it. The Reform Order alss heen the subject of
numerous Petitions for Reconsideration, which reskeed the FCC to reconsider portions of its degjsaad it is also the
subject of a judicial appeal pending before the. @&urt of Appeals for the Tenth Circuit. Oral angent before the designated
Tenth Circuit panel regarding the various legalleimges to the Reform Order took place on Noveni®e2013. However,
there is no set deadline for the Court to issudetssion and any decision may be subject to furtxew by the full Tenth
Circuit, by the U.S. Supreme Court, and/or in fartproceedings before the FCC on remand. TDS drleannot predict the
timing or outcome of future rulemaking, reconsidier@and legal challenges and as a consequencenpaets they may have
on Wireline wholesale revenues.

The FCC has determined that the deployment of Watdine and wireless broadband facilities showdsbhipported by universal
service mechanisms, with one wireline carrier amel mobile carrier receiving support in each artlais aspect of the FCC’s
decision could subject Wireline operations to addal competitive forces and improve the finangiasition of its competitors.

For rate of return carriers such as Wireline openat the Reform Order establishes a $2 billionuahfund that is intended to
maintain existing levels of support in the aggregahile at the same time transitioning support rme@ms so that, over time,
rate of return carriers receive support for thelalgpent of wireline broadband facilities principathrough the Connect
America Fund (“CAF") rather than through the int@mer compensation regime. To effectuate the firmse of this effort, the
Reform Order: establishes benchmarks that limtiagerreimbursable capital and operating expenseddtermining High Cost
Loop Support; reduces High Cost Loop Support onldfor-dollar basis where a carrier’s local satre set below a specified
urban local rate floor; phases out safety net addgupport; eliminates local switching supporim@hates support for service
areas that overlap with the service areas of agtlaesimposes a $250 absolute cap on per line supptihough the Reform
Order is intended to permit rate of return carrtersecover any lost support through the expligfigort mechanism in the CAF,
it remains unclear whether the CAF will provide ¥line with the same level of support over time Wateline currently
receives.
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With respect to intercarrier compensation, the Raf@rder provides for a reduction in the charges Wireline operations pay
to other carriers to transport and terminate ¢hls originate on Wireline’s network, which willdece Wireline’s operating
expenses. However, Wireline also receives revémone other carriers to transport and terminatesciat originate on those
carriers’ networks. As a general matter, the arhand timeframe for these reductions will dependhennature of the traffic at
issue. In some cases, such as with the exchartgaffid between wireline and wireless carrierg thduction is scheduled to
occur quickly, whereas in other cases, such astivlexchange of traffic between wireline rateatfirn carriers, the reduction
is scheduled to occur over a period of time. Turalimental goal of the Reform Order is to, oveetitmansition all intercarrier
compensation to a default “bill and keep” arrangens® that, in the absence of some commercial geraent, support for the
deployment of broadband services is based solefurs received from the CAF and end-user custom@ssreductions in
intercarrier charges increase over the next fiiemoyears, Wireline’s related revenues and opeyakpenses are expected to
decline.

Net Neutrality. The FCC has classified internet access serviem dmformation service,” which is subject to staially less
regulation than traditional “telecommunicationsveegs” under federal law and generally is not scibje state or local
government regulation. However, in 2009, the F@iGated a rulemaking proceeding designed to coithfgxisting “Net
Neutrality” principles and impose new requiremehest could have the effect of restricting the apitif wireless internet
service providers to manage applications and cotian traverse their networks. In December 2@fi@r a lengthy proceeding
that considered different approaches, including‘teelassification” of internet access as “commarrier” service under Title
Il of the Communications Act, the FCC adopted reattrality rules based on its Title | “ancillary” thority to enforce different
parts of the Communications Act. The rules reqait@roviders of broadband internet access, indgdioth fixed (that is,
telephone and cable) and wireless providers, tdiguldisclose accurate information regarding thegtwork management
practices, performance and commercial terms, seffidor consumers to make informed choices regarttie use of such
services. The rules also prohibit all internet s@rproviders from blocking consumers’ access tduawebsites, subject to
reasonable network management, and from blockipticgtions that compete with the provider's voicermleo telephony
services, also subject to reasonable network mamaigie The rules subject providers of fixed butwiveless broadband
internet access to a prohibition on “unreasonalgleridnination” in transmitting internet traffic ovéheir networks, also subject
to reasonable network management. The exemptiairefess providers from this part of the rule reftea recognition of the
capacity constraints and other “special conditiamstier which mobile broadband service is offered thie competitive nature
of evolving wireless networks. The net neutralifies are controversial and have been challengdtioourts. On January 14,
2014, a three judge panel of the U.S. Court of Apéor the District of Columbia Circuit vacatecttanti-blocking” and “anti-
discrimination” portions of the FCC'’s net neutnglitiles, leaving in place the disclosure requiretmefthe rules. In a public
statement made on February 19, 2014, the Chairfidre ¢&-CC indicated that the agency does not mappeal the Court’s
decision, but will consider ways to achieve itsippboals with respect to the “anti-blocking” arahti-discrimination”
provisions within the authority allowed by the Cisidecision, in particular authority granted un&ection 706 of the
Telecommunications Act of 1996. The Chairman psgal a new rulemaking proceeding to advance tlbaeps with a Notice
of Proposed Rulemaking anticipated later this yEBXS Telecom cannot predict the outcome of thicgealing.

American Recovery and Reinvestment ACbngress enacted the American Recovery and Reimeat Act of 2009, (“the
Recovery Act”), which provides, among other thinfgs,an aggregate appropriation of $7.2 billiorfund grants and loans to
provide broadband infrastructure, access and eanpto consumers residing in rural, unserved oetsetved areas of the
United States. Under the Recovery Act, Wirelinerapiens will receive $105.1 million in federal gtarand will provide $30.9
million of its own funds to complete 44 project#lireline began these projects in 2011 and expeatsmplete them before
June 2015 as required under the terms of the grAstsf December 31, 2013, Wireline has made Hlffllion of total capital
expenditures under this program, has received naiseinent for $63.6 million in grants, and has retge:or will request
reimbursement for an additional $23.6 million.

Rural Call Completion. In 2013, the FCC adopted new rules concerningafreall completion,” to take effect in 2014. The
rules may increase costs by imposing new datatieteand reporting requirements on providers ofjlaiistance voice service.

Other federal regulations.The FCC and various provisions of federal lawuregjcarriers to comply with numerous regulatory
requirements. Compliance with these requiremeratg Ioe costly and noncompliance can lead to lawsnitsfinancial
penalties. These requirements include letting gillirs change to competitors’ services withounngiag their telephone
numbers, taking actions to preserve the availate gf telephone numbers, making telecommunicatamtessible for those
with disabilities, monitoring and reporting netwarldtages, and properly handling and protectingocast proprietary network
information. Under the Communications Assistammckaw Enforcement Act, all telecommunications @sj including

Wireline operations, must implement certain equiptohanges necessary to assist law enforcemerdréigh in achieving an
enhanced ability to conduct electronic surveillaotthose suspected of criminal activity. TDS Tel@ believes it is in
material compliance with these requirements.
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State Requlation

State regulators generally must approve rate adprsis, service areas and service standards arelrégagators are authorized
to limit the return earned on capital, subjectpplaable state law. In some states, construgilans, borrowing, affiliated
charge transactions and certain other financiaktations of ILECs are also subject to regulatesrsight and approval.
Historically, states have designated a single 1la8@he provider of last resort in a local market #ren regulated the entry of
additional competing providers into the same |logatket. However, the Telecommunications Act largebempted state
authority over market entry. While states retaitharity to regulate competitive entry in ruraleghone company service areas,
states may not impose requirements that effectifiglgtion as barriers to entry, and the FCC is ireguto preempt state
requirements if they impose such barriers to entry.

As a general matter, Wireline operations have etkatternative forms of regulation for its ILEC sidiaries in most states and
will continue to pursue alternative regulationagpropriate, for its remaining ILEC subsidiariésternative regulation
typically limits the ability to increase rates forcal service, but relieves Wireline operationsirthe requirement to meet
certain earnings tests and allows more flexibilitghe pricing of enhanced and bundled servicerioffs.

CLEC:s are also subject to state regulation. Qesgtgtes require CLECs to obtain operating autheribr to initiating
intrastate services. Certain states also requédiling of tariffs or price lists and/or custorrgpecific contracts. The CLEC
operations are not currently subject to rate-aftrebr price regulation. However, CLECs are sutfestate-specific quality of
service, universal service, periodic reporting atifeer regulatory requirements, although the extéttiese requirements
generally is less than those applicable to ILEsaddition, local governments may require CLECslitain licenses or
franchises which regulate the use of public rigiftsvay necessary to install and operate their neksio

CABLE OPERATIONS

On August 1, 2013, TDS Telecom acquired througbat®nt company TDS, substantially all of the eseéBaja, which
operates cable systems in markets primarily in @olo, New Mexico, Texas, and Utah. At December2B13, Baja’s cable
plant served 147,400 total video, broadband andevobnnections. Baja operates high-quality hyfilelr and coaxial cable
networks capable of delivering advanced video, sighed data and voice services to residential asith&ss customers.
Through its cable operation (“Cable”), TDS Telecsnable to leverage its core competencies in nétwwnagement and
customer focus to extend its broadband footprint.

Cable Products and Services
Residential

Cable offers advanced video, broadband and voisgcss utilizing a modernized network. Each ofstheervices has a variety
of features, which can be subscribed to on a stdmuk basis or in a bundle.

. Video: Customers are provided cable televisionises/and programming offerings ranging from tradhitil analog
cable offerings to full digital services. Custosibave access to a basic service, pay-per-viewnettand high
definition television ("HDTV") combined with DVR sece.

. Broadband: DOCSIS 3.0 technology is deployed & @ homes passed which allows Cable to offer fearspeeds
from 4 Mbps for light users to 100Mbps for heavenss Access to 24/7 technical support is alsoigeaito
broadband customers.

. Voice: Telephony service uses IP to transporttidigsl voice signals over the same private netwioak brings cable
television and high-speed data services to custam&lt residential voice service customers haweeas to direct
international calling and can subscribe to varilomg distance plans.

In addition, services are actively bundled at catitipe prices to encourage cross-selling within oustomer base and to attract
new customers. Approximately 35% of residentiatomers subscribe to a bundle of services.

Commercial

Business services are delivered over an advangédldfiber-optic platform providing high-speeddadband products, multi-
line phone solutions and video. Cable providesaaded business services, including data networktigernet, hosting, high
speed broadband access and VolIP services, to antathedium sized businesses. Cable’'s commercidatedeam works
closely with its customers’ IT managers to devetoptomized telecommunications solutions and previdpid implementation
capabilities essential to the needs of businesses.
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Cable Strategy

The foundation for Cable’s business is the utilabf TDS Telecom’s processes, procedures, stsanggdort teams, IPTV
experience, commercial expertise, and customeicgefwcus to expand broadband offerings throughatse television
business. TDS Telecom has begun to implemenstiategy, commencing with the purchase of Bajactvktrives to provide
the best value and the fastest and most reliagle-$peed data product as well as highest qualityorand phone service in each
of its markets.

Cable Technology and System Design

Cable telecommunication systems, when upgradedjesigned to transmit video, data and voice seswaeer a broadband
Hybrid Fiber-coaxial (or HFC) network that consisfsoptical fiber transport from a headend facititynodes where coaxial
cable is then used to reach the customer. Thes®re offer substantial bandwidth capacity anatigh the use of DOCSIS
3.0 technology enables cable providers to offeusvibroadband and voice services as well as toaditiand two-way video
services. Cable currently employs these technetomi its fiber rich network. Cable expects toroeet its markets to the TDS
Telecom multi-gigabyte network to leverage exisfiigS Telecom internet connectivity, voice serviaas support systems
enhancing reliability and redundancy aimed at bigdyreater credibility as a service provider.

Cable Competition

Cable seeks to be the leading provider of videotanddband services in its targeted markets. deghmarkets, video
competition is primarily satellite providers, ardephone companies that offer video services antpete for broadband and
voice customers. From a broadband perspectivde@aélh compete against the incumbent local telepghproviders, who
primarily offer DSL-based services. Cable offeugerior, higher bandwidth data product using i®I3IS technology. Other
telecommunications providers, including InternesdxaVolP providers and wireless providers may cdaengiectly for both
residential and commercial voice and data servistorners. Since cable systems are operated uadexelusive franchises,
competing cable systems may be built in the same. aCable intends to avoid markets served by suehbuilders or
municipalities which have constructed their ownleadystems or where other ILEC’s provide robuseuwidervice offerings.

Cable Regulation
Cable owns certain cable television systems, waisb provide high-speed internet and digital vaiesrices.

Regulatory issues relating to internet and voiceises are addressed above under “Wireline Reguldti The Internet
regulatory issues described above are substartilgame for telephone and cable providers.

With respect to voice services, Cable provides sachiices only through VolP, as opposed to traditieircuit-switched voice
service. The FCC has asserted jurisdiction oweréonnected VolP services and has extended a mwhbe traditional
federal telephone regulations described abovegdatsin regulations applicable to traditional conmnearrier voice services
have not been extended to VolP. In addition, Ve@#R/ices may not be subject to the same degreatefregulation as
traditional voice services. Nevertheless, the E@@/or state regulatory authorities could subjemiP/services to such other
regulations in the future.

Federal Regulation

As a cable multiple systems operator (“MSQ”), Cablsubject to regulation by the FCC, covering eratsuch as technical
operations (e.g., signal leakage reporting), adstrative requirements (e.g., system registraticntenance of a public file),
consumer protection (e.g., subscriber privacy,aust notice of certain changes in channel line;ugp=)ess by people with
disabilities (e.g., video-description requiremeraisyl content (e.g., carriage of broadcast telavisiations, political advertising
sales, and transmission of emergency alerts). Titeggaations include, among others, the requirertiettcable systems carry
qualifying commercial or non-commercial televisiomadcast stations that elect “must-carry” statasaddition, cable systems
may not carry a commercial broadcast televisioticstahat elects “retransmission consent” statuessithe station grants
consent to the retransmission pursuant to a writgrement between the parties. Typically, thgseesments, particularly
agreements involving affiliates of the nationaldmoast networks, require the cable system to papitinating station.

To the extent these regulations require Cable votéecapacity to “must-carry” stations, make paytadaor the right to carry
“retransmission consent” stations, and/or expesdurces complying with other regulatory requireragtitese requirements
affect the costs of operating cable systems. Taerg@ending legislative proposals to alter sonmhede requirements, but
Cable cannot predict what changes, if any, maynaeted or what effect such changes might have oeGaevenues or
expenses.
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Federal copyright law grants cable operators a edgopy license, at royalties set by the federalegninent, allowing cable
operators to retransmit the signals of televisimtiens (assuming the necessary retransmissiorentsbave been obtained).
The Copyright Office and the U.S. Government Acdability Office both have issued reports examingmgposals to eliminate
the compulsory licenses, and legislative or regujathanges to that effect may be proposed. Clsatagihe compulsory
license royalties or the compulsory license systegeneral could affect the revenues and experfSgalile’s operations, but
Cable cannot predict what changes, if any, mayadlgtbe proposed or enacted.

Federal law requires electric utilities and ILEGgtovide cable companies with nondiscriminatoryess to their poles, ducts,
conduits and rights of way for use by cable comgsim deploying their facilities. The rates at ethsuch nondiscriminatory
access must be provided are regulated and generallyle cable companies to attach to pole or ocdupis, conduits and
rights of way on an economic basis. The FCC rebhitserate regulation in this area most recentl20d1, and its rules were
upheld on appeal. An inability to attach to pae®ccupy the ducts, conduits or rights of waylettic utilities and ILECs
could impede Cable’s ability to deploy facilitiesdaprovide services.

State/Local Regulation

The operation of cable systems requires the MS@btain franchises from state or local governmeaighorities to occupy
public rights of way with network facilities. Thefranchises typically are nonexclusive and limitetime (subject to renewal),
contain various conditions and limitations, andvide for the payment of fees to the local authouitgtermined generally as a
standard percentage of gross revenues. Additigrihbse franchises often regulate the conditidrsenrice and technical
performance and contain various types of restmstion transferability. Failure to comply with tteems and conditions of a
franchise may give rise to rights of terminationtbg franchising authority.

HOSTED AND MANAGED SERVICES

TDS Telecom’s hosted and managed services bug{fiéstS”) was formed in 2010 to take advantage of gihewing IT
outsourcing marketplace and to leverage TDS Telésoore competencies in network management, ITtoousr service and
reliability. TDS has made multiple strategic aifions to position itself in the fast-growing hedtand managed services
industry. On January 1, 2014, all of the HMS asitions and their operations, including OneNeclSBrvices Corporation,
TEAM Technologies, LLC, VISI Incorporated, Vital foort Systems, LLC and MSN Communications, Incerexconsolidated
under a single, unified brand, OneNeck IT Solutioh$/S provides cloud computing, colocation, hosdapglication
management, hosted and managed services and @aengineering, procurement, sales, installatiod, management of IT
infrastructure hardware solutions.

Through acquisition and organic growth, HMS haseligyed an operational platform that provides a fiation to deliver a full
range of IT outsourcing solutions. HMS has orgediits sales and professional services operatmlevérage the trusted
advisor relationships of its solutions provider @isgions and offer the entire HMS product portfolvithin regional
geographies. HMS'’s hosted application managenractipe is national in scope creating an entry fpioito client accounts to
sell a broad range of products and services.

HMS Products and Services

HMS provides IT equipment and solutions to meebitsiness customers’ needs across several broddgbreategories:
colocation, hosted and managed-services, cloudcesrand solutions provider services. HMS operiagls tolerant,
continuously maintainable data center facilitidalue is provided to its customers through expeeehteams that manage
mission critical data centers, cloud, and custamfeastructure 24 hours per day 365 days per y®atement on Standards for
Attestation Engagements 16 (“SSAE 16”) reports,chtdescribe the controls in place at HMS's fa@étiprovide assurances to
customers that their data are secure, availabtepaeet processing integrity, confidentiality ant/acy requirements. Data
centers are the foundation for outsourced IT sesyivhich include hosted and managed-servicessland services.

HMS'’s portfolio of hosted and managed services togervers, voice and data networks, Microsoft Brge environments,
storage, and service desk capabilities on equiptoeated both within HMS data centers and at cusetdotations. HMS also
has significant expertise in Hosted Application lMgement, particularly enterprise resource plan(fiBRP”) systems from
vendors such as Oracle, Microsoft and Infor. Theystems can be hosted in HMS data centers, oaraestpremise or on top
of the HMS cloud computing infrastructure.

HMS'’s cloud services offering, branded ReliaCloisdan Infrastructure as a Service solution desidgoedn traditional business
applications in a secure and compliant operatimaatework within a cloud environment. ReliaClogdiicomplete, enterprise-
class cloud solution that handles scalability aigth [performance data management for use in putfieate, and hybrid cloud
configurations. The compliant-capable cloud soluidesigned for resource intense applicationsdatabases that require a
secure operational framework, while enabling custiento meet regulatory compliance requirements.
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HMS's solutions provider services include plannieggineering, procurement, sales, installation,randagement of IT
infrastructure solutions from world-class OrigiEuipment Manufacturers (“OEMs”). The breadth aegttl of technical
certifications held by team members have allowedSHblachieve the highest levels of partner staitls @isco Systems,
Hewlett-Packard Company, EMC, VMware and Microsoft.

HMS Strategy

The goal of HMS is to create, deliver and suppgtatform of IT products and services tailorediftd-sized business
customers. These businesses typically are notreatitsourcers of their IT management and represegititively untapped
market seeking a superior provider relationshighwittcome based pricing. By combining a solutiprider’s status as
trusted IT advisor with data center assets andkparesive product set, HMS intends to build a grawielationship between the
provider and customer. Furthermore, cloud compuytiregents an opportunity for growth as it is agfammational tool that is
changing the way businesses buy computing poweiTasdrvices. HMS is positioning itself to grow building sophisticated
sales teams, strong customer service deliverynsixte engineering talent, and deep ties to venopsirtner with customers to
reduce their risk profiles and create cost savings.

A highly sophisticated sales force is critical twsess in the hosted and managed services madetpleith the complexity of
the sales process and the high level interactienessary to win customer orders, highly sophigtitaccount executives, sales
engineers and support staff are needed to gaimubeof customers looking to outsource IT funciioHMS continues to
enhance its sales capabilities to be able to defikeducts and services in all HMS product categgom all of its markets. HMS
has established a support organization capablesefing mid-market customer demands for enhanceduptmfferings. HMS
has put in place an integrated, scalable, senatieatty platform intended to exceed the quality ceitments made to
customers.

HMS Customers

HMS'’s customers span multiple industries includieglthcare, financial, manufacturing, retail, angdernment and are located
across the United StateRRegional presences encompass states in the Upplerdgli and Great Plains and states in the Rocky
Mountains and Southwest, and are key to estabgjsthie locally-known trusted advisor brands middkrket companies
recognize. HMS primarily targets middle market gamies that are between 200 and 2,000 employesizan

HMS Competition

The IT services market is large and complex, withivarse array of segments in which performanceraacket dynamics vary
considerably. As a result of these dynamics theelfvices market is a highly competitive environineMarket competitors
include large diversified telecommunications areht®logy companies that primarily target Fortun@ Sized companies as
well as smaller independent companies that prosédiective fixed services for mid-sized businessarusrs. HMS has
positioned itself to not compete head-to-head ti#se providers, rather seeks to fill the gap betwarge business process
outsourcers and fragmented IT service providerswévVer, new entrants may emerge and grow rapidlgticrg additional
sources of competition.

HMS Regulation

HMS is subject to varying degrees of regulatiordch of the jurisdictions in which it operates. érat] state and local laws and
regulations, and their interpretation and enforagnneay be applicable and may differ significanttgang those jurisdictions.
These regulations and laws may cover taxationapyivdata protection, copyrights and other intéliacproperty, electronic
communications and regulations applicable to edaitrproducts and services. Many of these lawewaeopted with respect to
business matters other than and prior to the dpwedat of hosted and managed services and relateddiegies and, as a
result, do not contemplate or address the unigueessthat such services and technologies prodsmme of the laws that do
reference such services and technologies havedreboontinue to be interpreted by the courts, it tapplicability and scope
remain uncertain in many respects. In additiotyriregulatory, judicial, and legislative changesy restrict or otherwise have
an adverse effect on our ability to deliver sersiagthin various jurisdictions. Increased regwatin the area of data privacy
and protection is expected, and laws and regulatiqplying to the solicitation, collection, prodegs protection or use of
information could restrict the ability to use arfdhge data, or inhibit customers from using hostetiraanaged services. These
regulations may involve significant compliance spséquire changes in business practices or haxersglconsequences on the
HMS business, financial condition or results of @pien in the event of noncompliance. At the pnesiene, TDS Telecom
believes it is in material compliance with thesguieements.
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TDS—Other Items

Employees

TDS had approximately 10,500 full-time and partdiemployees as of December 31, 2013, less tharf ¥##am were
represented by labor organizations. TDS consitierglationship with its employees to be good.
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Item 1A. Risk Factors

PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995
SAFE HARBOR CAUTIONARY STATEMENT

This Annual Report on Form 10-K, including exhibitentains statements that are not based on ltatdaicts and represent
forward-looking statements, as this term is defimetthe Private Securities Litigation Reform Actk#95. All statements, other
than statements of historical facts, that addreBgities, events or developments that TDS interdpects, projects, believes,
estimates, plans or anticipates will or may ocauhe future are forward-looking statements. Tloeds “believes,”
“anticipates,” “estimates,” “expects,” “plans,” tends,” “projects” and similar expressions arendied to identify these
forward-looking statements, but are not the exglusneans of identifying them. Such forward-lookstgtements involve
known and unknown risks, uncertainties and othetiofa that may cause actual results, events ola@vents to be
significantly different from any future results,ents or developments expressed or implied by suetafd-looking statements.
Such risks, uncertainties and other factors incthdee set forth below under “Risk Factors” in thtsm 10-K. Each of the
following risks could have a material adverse dffat TDS; however, such factors are not necessallityf the important
factors that could cause actual results, performan@chievements to differ materially from thogpressed in, or implied by,
the forward-looking statements contained in thiswoent. Other unknown or unpredictable factors afuld have material
adverse effects on future results, performancelbiesements. TDS undertakes no obligation to wpdablicly any forward-
looking statements whether as a result of new in&tion, future events or otherwise. You shoule:fidly consider the
following risk factors and other information comted in, or incorporated by reference into, thisnk@0-K to understand the
material risks relating to TDS’ business.

RISK FACTORS

1) Intense competition in the markets in which TDS opmates could adversely affect TDS’ revenues or incese its costs
to compete.

Competition in the telecommunications industryusrently intense and could intensify further in th&ure due to the general
effects of the economy, as well as due to multigleless industry factors such as increasing may&aetration, decreasing
customer churn rates, introduction of new produngsy competitors and changing prices. There ispatition in handsets and
other devices; network quality, coverage, speedtactthologies; distribution; pricing; and otheregairies. TDS’ ability to
compete effectively will depend, in part, on itslipto anticipate and respond to various competifactors affecting the
telecommunications industry. TDS anticipates timathe future, competition may cause the pricegpfoducts and services to
continue to decline and the costs to compete tease. Most of TDS’ competitors are national abgl telecommunications
companies that are larger than TDS, possess greatarrces, possess more extensive coverage ackasoae spectrum within
their coverage areas, and market other servicdsthgir communications services that TDS does ffet.oln addition, TDS
may face competition from technologies that mayniduced in the future or from new entrants itite industry. New
technologies, services and products that are marenercially effective than the technologies, sexsiand products offered by
TDS may be developed. Further, new technologigstmaroprietary such that TDS is not able to adoph technologies.
There can be no assurance that TDS will be abterngpete successfully in this environment.

Sources of competition to TDS’ wireless businegiclly include three to five competing wireleset®mmunications service
providers in each market, wireline telecommuniaagiservice providers, cable companies, resellectufling mobile virtual
network operators), and providers of other alterta@lecommunications services. Many of TDS’ wissleompetitors and other
competitors have substantially greater financadhnical, marketing, sales, purchasing and didtohuesources than TDS.

TDS’ competitors offer a wide array of wirelesswseg offerings and wireless devices. There isaasing complexity
associated with these wireless product and seoffeeings and the related pricing. Further, newelgss services and products
and pricing structures are frequently introducktultiple events related to new services, produnts gricing offered by TDS’
competitors occurring simultaneously or in closeximity may impact TDS’ ability to respond to suebents and compete
effectively.

Sources of competition to TDS’ Wireline businesdude, but are not limited to, resellers of locatleange services,
interexchange carriers, Regional Bell Operating ganies (“RBOCSs"), satellite transmission serviceviters, wireless
communications providers, cable companies, conipetitccess service providers, competitive locaharge carriers, VolP
providers and providers using other emerging teldgies. The Wireline CLEC business sources of aaitipn include the
sources identified above as well as the ILEC irheaarket, which enjoys competitive advantagesuiiclg its wireline
connection to virtually all of the customers andembial customers of Wireline’s CLEC businessgi$ablished brand name and
its substantial financial resources. Wireline'sEQ business is typically required to discount sasito win potential
customers. In the future, TDS expects the numbis physical access lines served to continuestadiversely affected by
wireless and broadband substitution and by cabigeny competition.
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Some of the specific risks presented by certaireliie competitors include:

. Cable companies — continued deployment of techie$oguch as DOCSIS 3.0 that substantially incrdase
transfer speeds, and offering these speeds tornastat relatively low rates, including speed uggsafor no
additional charge.

. Wireless — the trend of customers “substitutingittwireline connection for a wireless device.

. RBOCs — continue to be formidable competitors gitrezir full suite of services, experience and ggréinancial
resources.

. VolIP providers — are able to offer voice servica aery low price point.

TDS’ Cable business also provides high-speed iateand digital voice services, as well as cablevision service. With
respect to internet and voice services, Cable’bss faces sources of competition similar to threlime business. With
respect to cable television service, cable opesatompete against broadcast television, directdwast satellite providers, on-
line video services and may compete against wegdiroviders which have begun to upgrade their nedsvio provide video
services in addition to voice and high-speed irdeatcess services. As a result, the cable bgsiadsghly competitive.

Sources of competition of HMS’s business primainigiude large diversified telecommunications arsht®logy companies, as
well as smaller independent companies that focumidamarket companies. In addition, new entranay emerge and grow
rapidly creating additional sources of competitimrcompanies may begin insourcing IT services. Mheervices market is
large and complex, with a diverse array of segmientehich performance and market dynamics vary ictamably. As a result
of these dynamics the IT services market is a ighimpetitive environment.

If TDS does not adapt to compete effectively inhsadighly competitive environment, such competitigctors could result in
product, service, pricing or cost disadvantagescad have an adverse effect on TDS’ businesanfiral condition or results
of operations.

2) Afailure by TDS to successfully execute its busise strategy (including planned acquisitions, divegtires and
exchanges) or allocate resources or capital coulchtie an adverse effect on TDS’ business, financiadrdition or
results of operations.

U.S. Cellular is a regional wireless carrier thpémtes on a customer satisfaction strategy, sgékimeet customer needs by
providing a comprehensive range of wireless praglantl services, excellent customer support, anghaduality network.

U.S. Cellular seeks to operate controlling intev@stwireless licenses in areas adjacent to oraxipnity to its other wireless
licenses, thereby building contiguous operatingkeareas. U.S. Cellular relies on roaming agregsnith other carriers to
provide roaming capability to its customers in arefthe U.S. outside its service areas and toorgcoverage within selected
areas of U.S. Cellular’'s network footprint. U.Rlldlar pursues a product and technology stratelgighwrequires it to

recognize product and technology advances and lguaclopt and execute rollouts of such advancess Sthategy requires U.S.
Cellular to make timely and effective strategicidiems related to technological advances and e lpteducts and services, and
which of these technological advances to adoptralhdut to its customers.

Further, U.S. Cellular's strategic decisions ralatethe adoption of new technologies are ultinyaitelpacted by such factors as
consumer preferences for technologies and thesckkrvices and products, and original equipmentufagturer (“OEM”) and
standard bodies support of such technologies, dimfuLong-Term Evolution (“LTE") and Voice over LTEVOLTE"), among
other factors. If U.S. Cellular's competitors atinpw technologies faster than U.S. Cellular, tbemsumers who are eager to
adopt new technologies more quickly may select G&lular’s competitors rather than U.S. Cellulartizeir service provider.
These customers who are early adopters of new edmiies are often customers who generate higheangeeaevenue per unit
(“ARPU"), and to the extent that U.S. Cellular dowd attract these types of customers, U.S. Celadald be at a competitive
disadvantage and have a customer base that genknats overall ARPU relative to its competition.

Wireline’s business seeks to be the preferred dedesunications solutions provider in its chosen rataor both residential
and commercial customers by developing and delgenigh-quality products that meet or exceed custsimeeds and to
outperform the competition by maintaining supedostomer service. Wireline's residential custosteaitegy is to provide
voice, high-speed data, and video services threafiie-added bundling of products. The commeradels is to provide
advanced IP-based voice and data services, agsvieiformation technology solutions. Wireline csigely investing in the
continuing transformation of its networks as it W®to deploy advanced technologies and new servigesline seeks to
capitalize on its strong local presence and stiivehampion economic development in its commusibig

actively advocating with respect to state and feldegulatory frameworks that would enable its atiens to grow profitably
and continue to meet customer expectations forarehimproved services.
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Cable’s business provides high-speed internettadigoice services and television services. Algtogimilar to Wireline, the
strategies for Cable involve different technicafulatory, business and other factors and TDSihmtgdl experience in
operating cable companies. In particular, Calide'siness has significant costs and risks relatngagramming and
retransmission. Such costs have been increasth@ahle’s business may not be able to fully passeltosts onto customers.
In addition, Cable’s business is limited in itslapito obtain programming at favorable costs agmints due to its small scale.
Also, Cable’s business may be affected by a widgeaf regulatory or other issues, including matfrtaining to set-top
boxes, equipment connectivity, content regulat@dosed captioning, pole attachments, privacy, dgbyrtechnical standards,
and municipal entry into video and broadband. €aHljusiness development strategy also includdsi@tirag opportunities for
possible further acquisitions of desirable cablempanies on attractive terms to increase the séalable’s business. There can
be no assurance that TDS will be successful iGatsle business strategy.

HMS'’s business development strategy is to incriiageesence in the IT infrastructure and appl@atutsourcing and solution
provider market through organic growth, expansioacguisition. HMS'’s service platform with coveeagcross all of its
product categories provides the potential for espmamof current products and services to additiomatkets in or near HMS'’s
current footprint. HMS may continue to make oppoistic acquisitions of companies that further sitben its operating
market areas and enter additional attractive market

The successful execution of strategies, the optatatation within TDS’ portfolio of assets and mpal capital allocation
decisions depend on various internal and exteawbfs, many of which are not in TDS’ control. T@Sility to implement

and execute its business strategies and optimlidigade its assets and capital and, as a restiigee desired financial results,
could be affected by such factors. Such factarkide pricing practices by competitors, relativalscpurchasing power,
roaming and other strategic agreements, wirelegselavailability, timing of introduction of wiress devices and other factors.
In addition, there is no assurance that U.S. Gafsilor TDS Telecom'’s strategies will be successfNen if TDS executes its
business strategies as intended, such strategiesahbe successful in the long term to profitadkgtain growth in revenues or
otherwise.

A failure by TDS to execute its business strategiesessfully or to allocate resources or capjiéihmally could have an
adverse effect on TDS’ businesses, financial camndir results of operations.

3) Afailure by TDS’ service offerings to meet customeexpectations could limit TDS’ ability to attract and retain
customers and could have an adverse effect on TDRUsiness, financial condition or results of operatins.

Customer acceptance of the telecommunications sdnvices that TDS offers is and will continuébtaffected by
technology and the range of device and serviceebdferences from competition and by the operatigrerformance, quality,
reliability, and coverage of TDS’ networks. TDSyteave difficulty attracting and retaining customdrit is unable to meet
customer expectations for a range of services, aaahireless device selection by U.S. Cellular easly access to a broad
variety of applications, or if it is otherwise uhalbo resolve quality issues relating to its netgobilling systems, or customer
care. Any of these issues may limit TDS’ abilibyetxpand its network capacity or customer basettmrwise place TDS at a
competitive disadvantage to other service provideis markets. The levels of customer demandafor TDS next-generation
services and products are uncertain. Customernie@uld be impacted by differences in the typeseofices offered, service
content, technology, footprint and service areasyark quality, customer perceptions, customer t&arels and rate plans.

In the third quarter of 2013, U.S. Cellular migateost of its customers to a new Billing and Ogeratl Support System
(“B/OSS”) which includes a new point-of-sale systand consolidates billing on one platform. Thigwersion resulted in
billing delays. In addition, intermittent systemtages and delayed system response times negative#icted customer service
and sales operations at certain times. Continopegational problems associated with the conversidhe new billing system
could have adverse effects on TDS’ business (iasasech as overall customer satisfaction, custattr@ion, uncollectible
accounts receivable, gross customer additionsperating expenses), financial condition or resofitsperations.

4) TDS' system infrastructure may not be capable of qoporting changes in technologies and services exped by
customers, which could result in lost customers anckvenues.

The telecommunications industry and IT servicesistiy are experiencing significant changes in tetdgies and services
expected by customers. Future technological crmagadvancements may enable other technologiegual or exceed TDS’
current levels of service and render its systemagtfucture obsolete. New technologies or senaftes render existing
technology products, services or infrastructureotsie, too costly or otherwise unmarketable. TD8tam infrastructure may
not be able to accommodate new product feature$uarntionality, new reporting requirements, newaify requirements or
deployment of complex next generation servicesI DS is unable to meet future advances in or chaiitgeompeting
technologies on a timely basis, or at an acceptaigt it may not be able to compete effectivelthwither carriers, which could
result in lost customers and revenues. This cbale an adverse effect on TDS’ business, finaicoadition or results of
operations.
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5) Changes in roaming practices or other factors couldause TDS’ roaming revenues to decline from currdrevels
and/or impact TDS’ ability to service its customerdn geographic areas where TDS does not have its pwetwork,
which would have an adverse effect on TDS’ businedinancial condition or results of operations.

TDS'’ revenues include roaming revenues relatetidéaise of TDS' network by other wireless carrietsstomers who travel
within TDS’ coverage areas. Changes in the netdmokprints of carriers due to mergers, acquisgionnetwork expansions
could have an adverse effect on TDS’ roaming regenuror example, consolidation among other carvidrich have network
footprints that currently overlap TDS’ network cduecrease the amount of roaming revenues for TDS.

Similarly, TDS’ wireless customers can access arathrrier’s digital system automatically onlyhitother carrier allows

TDS'’ customers to roam on its network. TDS reiegoaming agreements with other carriers to p@vaaming capability to
its customers in areas of the U.S., Mexico and Gamautside of its service areas and to improve rageewithin selected areas
of TDS’ network footprint. Such agreements covaditional voice services as well as data serviddthough TDS currently
has long-term roaming agreements with certain athaiers, these agreements generally are sulbjeenewal and termination

if certain events occur. FCC rules and orders gepeertain requirements on wireless carriers @r afrtain roaming
arrangements to other carriers. However, carriexpuently disagree on what is required. At thiseti there is no assurance that
TDS will be able to enter into agreements to previstiming services using 4G LTE or other technel®gir that it will be able

to do so on reasonable or cost effective terms.

Some competitors may be able to obtain lower rogmates than TDS is able to obtain because theg laager call volumes or
may be able to reduce roaming charges by provisimgice principally over their own networks. Irdé@n, the quality of
service that a wireless carrier delivers duringanting call may be inferior to the quality of see/iTDS provides, the price of a
roaming call may not be competitive with pricesodfer wireless carriers for such call, and TDS'toosrs may not be able to
use some of the advanced features, such as voicentification or data applications, that TDS custrs enjoy when making
calls on TDS' network. TDS' rate of adoption ofaechnologies, such as those enabling high-spatedsgrvices, could affect
its ability to enter into or maintain roaming agresnts with other carriers. In addition, TDS’ wie$ technology may not be
compatible with technologies used by other carriwtsich may limit the ability of TDS to enter intmice or data roaming
agreements with such other carriers. TDS’ roarpagners could switch their business to new opesain over time, to their
own networks. Changes in roaming usage patteaitess for roaming minutes or data usage or relatipssvith carriers whose
customers generate roaming minutes or data us®& fAetwork could have an adverse effect on TD8éneies and revenue
growth.

To the extent that TDS’ key roaming partners expéeilt networks in TDS’ service areas, the roan@mgngements between
TDS and these key roaming partners could becorsestestegic to such key roaming partners. Thahése key roaming
partners will have fewer or less extensive geograpteas where roaming services are required by¢hstomers and, as a
result, the roaming arrangements could becomectéigsal to serving their customer base. This pres a risk to TDS in that, to
the extent TDS is not able to enter into econoryicahble roaming arrangements with key roamingmens, this could impact
TDS’ ability to service its customers in geograpaieas where TDS does not have its own network.

If TDS’ roaming revenues decline, or if TDS is uleatn obtain or maintain roaming agreements witteotvireless carriers that
contain pricing and other terms that are competiéind acceptable to TDS, and that satisfy TDS'’ityuahd interoperability
requirements, its business, financial conditionesults of operations could be adversely affected.
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6) A failure by TDS to obtain access to adequate radispectrum to meet current or anticipated future neds and/or to
accurately predict future needs for radio spectrumcould have an adverse effect on TDS’ business, fimeial condition
or results of operations.

TDS’ wireless business depends on the ability toptions of the radio spectrum licensed by th€ FCDS could fail to
obtain access to sufficient spectrum capacity im aeexisting critical markets, whether through F&gtions or other
transactions, in order to meet the anticipatedtspecrequirements associated with increased derdmarekisting services,
especially increases in customer demand for dawéces, and to enable deployment of next-generaéuices. TDS believes
that this increased demand for data services tefeetrend that will continue for the foreseeahlteife; as such, TDS could fail
to accurately forecast its future spectrum requéeis considering changes in customer usage patteommology requirements
and the expanded demands of new services. Swglugefcould have an adverse impact on the quaefilyDS’ services or

TDS’ ability to roll out such future services innse markets, or could require that TDS curtail éxgsservices in order to make
spectrum available for next-generation servicepe@rum constrained providers could be effectivalgped in increasing
market share. As spectrum constrained providarsgetomers, they use up their network capaciiyice they lack spectrum,
they can respond to demand only by adding cel sitdich is capital intensive, limited by zoningiea@erations, and ultimately
may not be cost effective. TDS may acquire actespectrum through a number of alternatives, miclg participation in
spectrum auctions, partnering on a non-controliagis with other auction applicants (“Other Apptits) and other
acquisitions and exchanges. As required by lae/FBC has conducted auctions for licenses to use garts of the radio
spectrum. The decision to conduct auctions, aedigtermination of what spectrum frequencies vélhiade available for
auction and the determination of geographic siz&ehses, are made by the FCC pursuant to lavdhbg administer. The
FCC may not be able to allocate spectrum suffidiemieet the demands of all those wishing to oldteémses for new market
entry or to expand their spectrum holdings to nieetexpanding demand for data services or to agatber spectrum
constraints . Due to factors such as geograpb&dfilicenses and auction bidders that may raisegpbeyond acceptable
levels, TDS or Other Applicants may not be sucagssfFCC auctions in obtaining the spectrum thtitez believes is
necessary to implement its business and technalingiegies. In addition, newly auctioned spectmiay not be compatible
with existing spectrum, and vendors may not creaitable products to use such spectrum. Furticeess to use spectrum won
in FCC auctions may not be available on a timelisaSuch access is dependent upon the FCC gogmaiiting licenses won
in the various auctions, which can be delayed &wious reasons, including the possible need foFE€ to transition current
users of spectrum to other portions of the radecspm. TDS also may seek to acquire radio specthuough purchases and
exchanges with other spectrum licensees. How&&$, may not be able to acquire sufficient specttaraugh these types of
transactions, and TDS may not be able to completefthese transactions on favorable terms.

7) To the extent conducted by the Federal Communicatits Commission (“FCC"), TDS is likely to participatein FCC
auctions of additional spectrum in the future as arapplicant or as a noncontrolling partner in anothe auction
applicant and, during certain periods, will be subgct to the FCC's anti-collusion rules, which couldhave an adverse
effect on TDS.

From time to time, the FCC conducts auctions thnowbich additional spectrum is made available figr provision of wireless
services. TDS has participated in such auctiorisarpast and is likely to participate in othertarts conducted by the FCC in
the future as an applicant or as a non-controfiadner in another auction applicant. FCC antiusidn rules place certain
restrictions on business communications and digoéssby participants in an FCC auction. These@oiliision rules may
restrict the normal conduct of TDS’ business andisclosures by TDS relating to an FCC auction,cvtdould last three to six
months or more. The restrictions could have arees#veffect on TDS’ business, financial conditiomesults of operations.

8) Changes in the regulatory environment or a failureby TDS to timely or fully comply with any applicable regulatory
requirements could adversely affect TDS’ busineséinancial condition or results of operations.

TDS'’ operations are subject to varying degree®gfifation by the FCC, state public utility commiss and other federal, state
and local regulatory agencies and legislative sdigdverse decisions or increased regulation bgdtregulatory bodies could
negatively impact TDS’ operations by, among othérgs, increasing TDS’ costs of doing businessmiiting greater
competition or limiting TDS’ ability to engage irtain sales or marketing activities. New regulatnandates or enforcement
may require unexpected or changed capital inved{riest revenues, changes in operations or othemgys.

TDS’ wireless business requires licenses grantetthdyCC to provide wireless telecommunicationsises. Typically, such
licenses are issued for an initial ten-year terchmay be renewed for additional ten-year termsjestito FCC approval of the
renewal applications. Failure to comply with FG@uirements in a given service area could resuherrevocation of TDS’
license for that area or in the imposition of fin&ourt decisions and rulemakings could have atsmiial impact on TDS’
wireless operations, including rulemakings on icaerier access compensation and universal sertitigation and different
objectives among federal and state regulators amelate uncertainty and delay TDS’ ability to reshdo new regulations.

TDS is unable to predict the future actions ofihgous regulatory bodies that govern TDS, but saatfons could have adverse
effects on TDS’ wireless business.
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TDS’ Wireline operations are subject to varying mesg of regulation by the FCC, state public utidigmmissions and other
federal, state and local regulatory agencies agidi&ive bodies. Adverse decisions or increasgdlation by these regulatory
bodies could negatively impact TDS’ operationsdmong other things, increasing TDS’ costs of ddinginess, permitting
greater competition or limiting TDS’ ability to eage in certain sales or marketing activities. Ti®8&nable to predict the future
actions of the various regulatory bodies that goviEDS, but such actions could have adverse eftetiBDS’ Wireline

business.

TDS’ ILECs have been granted permission to opdrateach of the states in which they operate. T&&bject to regulation
from the regulatory commissions in each of theatestas well as from the FCC. State regulatoryngissions have primary
jurisdiction over local and intrastate rates thBSTcharges customers, including, without limitatiother telecommunications
companies, and service quality standards. The F&Grimary jurisdiction over the interstate aceasss that TDS charges
other telecommunications companies that use TD®Vaor& and other issues related to interstate servikDS receives a
substantial amount of its ILEC revenues from imtehange carriers for providing access to its netvemd from compensation
from the USF and other support funds. Future regsncosts, and capital investment in TDS’ Wirebnsiness could be
adversely affected by material changes to thesdatgns including but not limited to changes iteircarrier compensation,
state and federal universal service support, aadréatment of VolP traffic.

Although TDS’ CLECs are not subject to regulatayiew in the same way as the ILECs, the viabilityheir business model
depends on FCC and state regulations. Court desisind regulatory developments relating to unteahdetwork elements
(“"UNEs") and access and transport options couldatiegly affect the CLEC's ability to obtain acceésscertain local networks
or to provide broadband services to end users andldd increase the CLEC'’s cost of providing s@aevices. As a result of
certain court decisions and regulatory developmdmidS$ has phased-out most of its CLEC operatioasrilied on an
unbundled network element-platform provided by mbent carriers. Moreover, the further loss of saoeess and transport
options as a result of future developments wouldrfavorable for TDS' CLEC operations and couldategly affect their
ability to provide broadband services to end users.

In March 2010, the FCC released its National BreadbPlan (the “Plan”) which describes the FCC’'dg@a enhancing
broadband availability and the methods for achigtitose goals over the next decade. The FCC tmaésbout one-half of the
Plan will be addressed by the FCC, while the redetinvould be addressed by Congress, the ExecutaecB and state and
local governments working closely with private arah-profit sectors. TDS cannot predict the outcarihese deliberations or
what effects any final rules, regulations or lawesyrhave on its ability to compete in the provisawireline and wireless
broadband services to its customer base. Changeguiation or the amount or distribution of USIKds to U.S. Cellular, TDS
Telecom and other telecommunications service paygidould impact competition in certain of U.S.l@al’s and TDS
Telecom’s service areas, and could have an adeéfieset on TDS’ business, financial condition oruks of operations.

In 2009, the FCC initiated a rulemaking proceediagigned to codify its existing “Net Neutrality"ipciples and impose new
requirements that could have the effect of restigcthe ability of internet service providers tomage applications and content
that traverse their networks. In December 201t@y @ lengthy proceeding, which considered diffeemproaches, including the
“reclassification” of internet access as “commorriea’ service under Title |l of the CommunicatioAst, the FCC adopted a
net neutrality rule based on its Title | “ancillaguthority to enforce different parts of the Commuations Act, which rule is
now in effect. The rule requires all providers obddband internet access, including both fixedt {haelephone and cable) and
wireless providers, to publicly disclose accurafeimation regarding their network management fcast performance and
commercial terms sufficient for consumers to maermed choices regarding the use of such servidesrule also prohibits
all internet providers from blocking consumers’ egsto lawful websites, subject to reasonable mitwanagement, and from
blocking applications that compete with the provisl@oice or video telephony services, also suliieceasonable network
management. The rule subjects the providers ofifbug not wireless broadband internet access tolilgition on
“unreasonable discrimination” in transmitting imet traffic over their networks, also subject tas@nable network
management. The exemption of wireless providers fitts part of the rule reflects a recognitiontté tapacity constraints and
other “special conditions” under which mobile brbadd service is offered and the competitive nadfie/olving wireless
networks. Thus, the FCC considered it appropria0i09 to take only the “measured steps” with resfgemobile broadband
service reflected in the rule. The order is corgrsial and has been challenged in the courts. a@ualy 14, 2014, a three judge
panel of the US Court of Appeals for the DistritGmlumbia Circuit vacated the “anti-blocking” atahti-discrimination”
portions of the FCC'’s net neutrality rules, leavinglace the disclosure requirements of the rutea. public statement made on
February 19, 2014, the Chairman of the FCC indit#tat the agency does not plan to appeal the Galetision, but will
consider ways to achieve its policy goals with ezgpo the “anti-blocking” and “anti-discriminatibprovisions within the
authority allowed by the Court’s decision, in pautar authority granted under Section 706 of thied@mmunications Act of
1996. The Chairman proposed a new rulemakinggadiog to advance that process with a Notice gbésed Rulemaking
anticipated later this year. TDS cannot predictdhteome of this proceeding.
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TDS’ Cable business also provides high-speed iateand digital voice services, as well as cablevision service. Regulatory
risks relating to the Internet are substantially $ame for cable and wireline telephone companiéith respect to voice
services, Cable’s business provides such servidggirrough VolP as opposed to traditional circatitched voice service.
Although VolIP services may not be subject to theesdegree of FCC or state regulation as traditioimalit-switched voice
services, there is no assurance that the FCC asi@ter regulatory authorities will not determinestdject VolP services to a
greater degree of regulations in the future. \WWétpect to cable television service, Cable’s bigsingalso subject to regulation
by the FCC as a cable multiple systems operatoSCV). In addition, the operation of cable systeatuires the MSO to
obtain franchises from state or local governmeatithorities to occupy public rights of way with wetk facilities. These
franchises typically are nonexclusive and limitediine (subject to renewal), contain various cdodg and limitations, and
provide for the payment of fees to the local autiiorAdditionally, these franchises often regultte conditions of service and
technical performance and contain various typegsifictions on transferability. Failure to complith the terms and
conditions of a franchise may give rise to righftseomination by the franchising authority.

HMS is subject to varying degrees of regulatioedch of the jurisdictions in which it operates.déml, state, and local laws
and regulations and their interpretation and emfiment may be applicable and may differ signifioaathong those
jurisdictions. These regulations and laws may ctaxation, privacy, data protection, copyrightsl ather intellectual property,
electronic communications and regulations applieablelectronic products and services. These tande costly to comply
with, can be a significant diversion to managengetithe and effort, and can subject TDS to claimstber remedies, as well as
negative publicity. Many of these laws were addgggor to technological developments in the ITvesrs industry and, as a
result, do not contemplate or address the unigueessthat such industry and related technologsduge. Some of the laws
that do reference such industry and related teclgnes have been and continue to be interpretetidogdurts, but their
applicability and scope remain largely uncertain.

TDS'’ operations are subject to various federatestad local environmental and health and safetg End regulations,
including those relating to the generation, stor&gadling and disposal of hazardous substancewasigs. TDS’ operations
involve the use of materials such as petroleumffareémergency generators, as well as batterieapahg solutions and other
materials. Unexpected events, equipment malfunstéomd human error, among other factors, can lesbkations of
environmental laws, regulations or permits. Toektent that TDS may be responsible under applidakls, regulations or
leases for the removal or cleanup of hazardoustanbss or wastes from properties that it owns asds, the cost of such
removal or cleanup activities could be substantial.

Fluctuations in the price of power can increasecthst of energy used by TDS’ businesses. Fedagald¢ive proposals have
been considered that would, if adopted, implemanibus forms of regulation or taxation to reducenitigate greenhouse gas
emissions. Some states have also considered oteadiegys intended to limit fuel consumption anddocourage the use of
renewable energy for the same purpose. Regulatigreenhouse gas emissions could increase the aosksctricity or
petroleum, and these cost increases could constyjirearease TDS’ costs for electricity or emergggenerator fuels. TDS
could be directly subject to taxes, fees or castspuld indirectly be required to reimburse eliettly providers for such costs as
a result of such regulation. The impacts of clengtange could increase costs of operation ddertexample, higher
maintenance and repair costs due to extreme weafleaks or an increase in energy use in order totaia the temperature of
equipment used in TDS’ operations.

In addition, new or amended regulatory requiremeatsdd increase TDS’ costs and divert resourcas fother initiatives.

TDS attempts to timely and fully comply with allguwlatory requirements. However, in certain circtamses, TDS may not be
able to timely or fully comply with all regulatongquirements due to various factors, including ¢giearto regulatory
requirements, limitations in or availability of tewlogy, insufficient time provided for complianggpblems encountered in
attempting to comply or other factors. Any faillmg TDS to timely or fully comply with any regulatorequirements could
adversely affect TDS’ financial condition, resufsoperations or ability to do business.

9) Changes in Universal Service Fund (“USF”) funding ad/or intercarrier compensation could have an advese
impact on TDS’ business, financial condition or reglts of operations.

USF and ICC Reform Order On November 18, 2011, pursuant to the Plan ahdexjuent notices of proposed rulemaking, the
FCC released a Report and Order and Further NotiPeoposed Rulemaking (“Reform Order”) adoptinfprms of its

universal service and intercarrier compensationhaeisms, and proposing further rules to advanaamef The Reform Order
substantially revised the USF high cost programiatetcarrier compensation regime. The current g&gram, which

supports voice services, began to be phased @itli. As a replacement, the FCC is adopting then€ct America Fund
(“CAF"), a new Mobility Fund, and a Remote Area Eumhich will collectively support broadband-capabketworks. Mobile
wireless carriers such as TDS are eligible to kec@inds in both the CAF and the Mobility Fundhaligh some areas that TDS
currently serves may be declared ineligible forpsupif they are already served, or are subjecettain rights of first refusal by
incumbent carriers.

The FCC has determined that both wireline and e&®facilities should be supported, with one wikearrier and one mobile
carrier receiving support in each area.
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For wireline rate of return carriers such as TD&d@m'’s Wireline operations, the Reform Order dighbs a $2 billion fund
that is intended to maintain existing levels ofan in the aggregate while at the same time ttimméng support mechanisms
so that, over time, rate of return carriers recsivgport for the deployment of wireline broadbaacilities principally through
the CAF rather than through the intercarrier conspéion regime. To effectuate the first phase isf ¢fffort, the Reform Order
established benchmarks that limit certain reimbulesaapital and operating expenses for determiHiigdn Cost Loop Support;
reduces High Cost Loop Support on a dollar-foraidtiasis where a carrier’s local rates are sewbalspecified urban local
rate floor; phases out safety net additive supmirjinates local switching support; eliminatesson for service areas that
overlap with the service areas of others; and irep@s$250 absolute cap on per line support. Athdhe Reform Order is
intended to permit rate of return carriers to resgsaany lost support through the explicit supporthamism in the CAF, it
remains unclear whether the CAF will provide TD3etem with the same level of support over time #Has Telecom
receives today.

The Mobility Fund will be implemented in two phasekhe Phase | Mobility Fund which was implemente#012 is designed
to provide one-time funding through a reverse aucto fill in coverage in “dead zones” that curhgack 3G wireless service.
In Phase I, $300 million was allocated throughbetd¢ountry and an additional $50 million was seteafor tribal lands. The
Phase Il Mobility Fund will have a budget of uph®00 million per year (up to $100 million of whighreserved for tribal
lands), with the method of disbursement to be ddtexd in a further NPRM. Phase Il funding will previded to areas that
lack “4G” wireless service. The CAF will suppodrgice to homes, businesses, and anchor instigjtissing any technology
that can meet the technical requirements.

The terms and rules for participating in the CAFdreless ETCs have not been developed yet b @f@. It is uncertain
whether TDS will obtain support through the CAFRtrase Il of the Mobility Fund. If TDS is succedsfuobtaining support, it
will be required to meet certain regulatory coratii to obtain and retain the right to receive suppeluding, for example,
allowing other carriers to colocate on TDS’ towepwing voice and data roaming on U.S. Cellularetwork, and submitting
various reports and certifications to retain eligijpeach year. It is possible that additionajutatory requirements will be
imposed pursuant to the FCC’s Reform Order.

TDS'’ current ETC support is being phased down erttte of 20% per year beginning July 1, 2012thdfPhase Il Mobility
Fund is not operational by July 2014, the phasendeill halt at that time and TDS will continue teceive 60% of its baseline
support until the Phase Il Mobility Fund is opevatl.

With respect to intercarrier compensation, the Raf@rder provides for a reduction in the charges DS pays to wireline
phone companies to transport and terminate caltsottiginate on TDS’ network, which will reduce TDfperating expenses.
However, TDS also receives revenue from otherearto transport and terminate calls that origioat¢hose carriers’
networks. As a general matter, the amount andftamme for these reductions will depend on the reatidrthe traffic at issue. In
some cases, such as with the exchange of traffiedes wireline and wireless providers, the redurctioscheduled to occur
quickly, whereas in other cases, such as with xbhange of traffic between wireline rate of retaeariers, the reduction is
scheduled to occur over a period of time. The &umental goal of the Reform Order is to, over titransition all intercarrier
compensation to a default “bill and keep” arrangets® that, in the absence of some commercial geraent, support for the
deployment of broadband services is based solefyrds received from the CAF. As reductions ireinarrier charges are to
increase over the next five to ten years, TDS'teglaevenues and operating expenses are expededlioe. The Reform
Order was accompanied by a Further Notice of Pregh@ilemaking seeking comment on a range of additiproposals. Any
future rulemaking that results from these proposaldd be important to TDS Telecom, as a numbéh@froposals are
relevant to rate of return carriers, such as TDI&cten.

The FCC’s Reform Order, and any subsequent ortlad®pts to reform universal service and intereacbmpensation, are
subject to judicial review. Multiple appeals oétReform Order were consolidated and argued itJtBe Court of Appeals for
the 10" Circuit on November 19, 2013, with a decision aptited in 2014. At this time, TDS cannot prediw timing or
outcome of any such decision, or whether such aec any future rulemaking, reconsideration aaghl challenges would
result in a material adverse effect on TDS’ businéeancial condition or results of operations.

TDS also cannot predict the net effect of the FGfB@anges to the USF high cost support programerRigform Order or
whether reductions in support will be fully offseith additional support from the CAF or the MohijliEund. Accordingly, TDS
cannot predict whether such changes will have &nahtadverse effect on TDS’ business, financialdition or results of
operations.

10) An inability to attract and/or retain highly competent management, technical, sales and other persorimauld have
an adverse effect on TDS’ business, financial coritin or results of operations.

TDS’ businesses are highly technical and compaetiioo skilled talent in the telecommunications d&hdervices industries is
aggressive. Due to competition for qualified mamragnt, technical, sales and other personnel, tarde no assurance that
TDS will be able to continue to attract and/or iegualified personnel necessary for the developrogits business. The loss
of the services of existing key personnel as wetha failure to recruit additional qualified pansel in a timely manner could
have an adverse effect on TDS’ business, finacciatlition or results of operations.
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11) TDS’ assets are concentrated primarily in the U.Selecommunications industry. As a result, its rest$ of operations
may fluctuate based on factors related primarily toconditions in this industry.

TDS'’ assets are concentrated primarily in the tecommunications industry and the United Stafidse U.S.
telecommunications industry is facing significahtinge and an uncertain operating environment. odfih TDS has diversified
into HMS and the cable businesses, TDS’ reven@asts continue to be substantially comprised dfvitsprincipal businesses,
wireless and wireline telecommunications. TDS'Uson the U.S. telecommunications industry, togatith its positioning
relative to larger competitors with greater resesrwithin the industry, may represent increasddfasinvestors due to the lack
of diversification. This could have an adverseetfion TDS’ ability to profitably sustain long-temevenue growth and could
have an adverse effect on its business, finanoiadition or results of operations.

12) TDS’ lower scale relative to larger competitors cold adversely affect its business, financial conditn or results of
operations.

There has been a trend in the telecommunicatidnsgivices and related industries in recent yemavaitds consolidation of
service providers through acquisitions, reorgainatand joint ventures. This trend could contjdeading to larger
competitors over time. TDS has lower scale efficiea compared to larger competitors. TDS may lablento compete
successfully with larger companies that have sulisiyy greater financial, technical, marketinglesa purchasing and
distribution resources or that offer more servittes TDS, which could adversely affect TDS’ revenagad costs of doing
business. Specifically, TDS’ smaller scale relatio most of its competitors could have the follagvimpacts, among others:

. Increased operating costs due to lack of leveratiewendors;

. Limited opportunities for strategic partnershipgatential partners are focused on wireless, wiestind cable
companies with greater scale;

. Limited access to content and programming;

. Limited access to wireless devices;

. Limited ability to influence industry standards;

. Reduced ability to invest in research and develapgroenew products and services;

. Vendors may deem TDS non-strategic and not dewaiagll products and services to TDS, particulaihere
technical requirements differ from those of largempanies;

. Limited access to intellectual property; and

. Other limited opportunities such as for softwareedlepment, third party distribution, and amortipatiof fixed
costs.

TDS'’ telecommunications businesses increasingledémn access to content for data, music or videdces and access to
new wireless devices being developed by vendoBS’ Bbility to obtain such access depends in pawther parties. If TDS is
unable to obtain timely access to new content ogless devices being developed by vendors, itsibasj financial condition or
results of operations could be adversely affected.

As a result of the foregoing, TDS’ lower scale tigkato larger competitors could adversely affePIST business, financial
condition or results of operations.

13) Changes in various business factors could have aderse effect on TDS’ business, financial conditioar results of
operations.

Changes in any of several factors could have arradweffect on TDS’ business, financial conditiomesults of operations.
These factors include, but are not limited to:

. Demand for or usage of services, particularly dataices;

. Customer preferences, including internet speedypelof wireless devices;
. Customer perceptions of network quality and peraooe;

. The pricing of services;

. Access to and cost of programming;

. The overall size and growth rate of TDS’ customesed)

. Average revenue per customer;

. Penetration rates;

. Churn rates;

. Selling expenses;

. Net customer acquisition and retention costs;

. Customers’ ability to pay for services and the pti&d impact on bad debts expense;

. Roaming agreements and rates;
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. Third-party vendor support;
. The mix of products and services offered by TDS pumethased by customers; and
. The costs of providing products and services.

14) Advances or changes in technology could render caiih technologies used by TDS obsolete, could put Bt a
competitive disadvantage, could reduce TDS’ revensgeor could increase its costs of doing business.

The telecommunications and IT services industniesaperiencing significant technological changrethe telecommunications
industry, this is evidenced by evolving industrgratards, ongoing improvements in the capacity aradity of digital
technology, shorter development cycles for newisesy and products, and enhancements and changed-uiser requirements
and preferences. Widespread deployment of newtdabies could cause the technology used on TD&less networks and
traditional circuit-switched telephone serviceb#mome less competitive or obsolete. Also, higredpwireless networks
(“wireless broadband”) represent a product offedand opportunity for TDS’ wireless business, bgbakpresent a risk for
TDS’ Wireline business as customers may elect bstiute their wireline broadband connection foreléss broadband.
Further, fixed-mobile convergence services thatlomwireline broadband services with mobile sexsiepresent a
competitive threat. In addition, the IT servicearket is characterized by rapidly changing techgpland services. TDS may
not be able to respond to such changes and imptemegntechnology on a timely or cost-effective basihich could reduce its
revenues or increase its costs of doing businé§EDS cannot keep pace with these technologicahges or other changes in
the telecommunications or IT services industriesrdime, its financial condition, results of opé&vas or ability to do business
could be adversely affected.

15) Complexities associated with deploying new technaites present substantial risk.
Complexities associated with deploying new techgiale present substantial risk to TDS’ businesses.

TDS’ wireless business has selected 4G LTE teclgyahs its approach to address demand for serviwdsedl by fourth
generation wireless technology. The deploymed®1LTE technology is impacted by a number of techinthallenges.

Manufacturers of wireless devices (“Original EqugmmhManufacturers” or “OEMS”) must design and mactidire equipment
that operates on the frequency bands availabl®®. TThis may involve software and hardware supfoorsuch bands in
wireless device chipsets as well as band-spedfsigthis for components such as filters. OEMs, etipganufacturers, and
component manufacturers will likely prioritize thepport of frequency bands that are specified byalgest wireless carriers.
Given TDS’ smaller scale relative to its compestarertain bands of spectrum licensed to TDS andffitliates in certain cases
represent a lower priority for chipset and wireldegice manufacturers. As a result, the timing thredavailability of wireless
devices to support TDS’ continued 4G LTE roll oauld be negatively impacted. In addition, due BST relatively smaller
scale, the cost of such equipment could be hightefFDS than for TDS’ competitors.

Additionally, the efficiency of LTE networks andetipeak speeds they can provide are optimized wiestethnology is
deployed in larger channel bandwidths that, inyealleases of LTE, require larger amounts of caratigs spectrum. To the
extent that TDS’ competitors have access to largatiguous spectrum positions, they may be abtdfer faster speeds or
provision their networks more efficiently. In order TDS to realize the same LTE data transfeedpeas competitors, it is
important that both network infrastructure and devnanufacturers support non-contiguous spectrigreggtion features for
TDS.

Lack of wireless devices available to TDS to supfierdG LTE network, comparatively smaller spestrpositions for 4G LTE
deployments, or carrier aggregation standardsréisat in TDS delivering slower 4G LTE data tramsfpeeds relative to its
competitors, could have an adverse impact on TDSiness, financial condition and results of opereti

TDS’ Wireline business is deploying technologicaltjvanced wireline services including advanced O®Eey optic and Very-
high-speed digital subscriber line 2 (“VDSL2") texhogies. A significant amount of the product depshent and integration
risks are borne by TDS. Further, the simultaneolisut of these advanced services and technolog@sases the execution
risk. If TDS fails to effectively deploy new teatingies and products on a timely basis, this ctialde an adverse impact on
TDS'’ business, financial condition and results pé@tions.

Cable’s business is also subject to complexitise@ated with deploying new technologies and ingslsubstantial risk,
including rapid technology changes. If Cable’sibess does not respond appropriately to technatbgynges, its competitive
position may be adversely affected.

The HMS business is also continuously evaluatirdydeploying advances in technology relating todivices. If HMS fails to
effectively deploy new technologies and product&dimely basis, this could have an adverse impadgts business, financial
condition and results of operations.
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16) TDS is subject to numerous surcharges and fees frofaderal, state and local governments, and the agpability and
the amount of these fees are subject to great uncdainty.

Telecommunications providers pay a variety of sarghs and fees on their gross revenues from iaterahd intrastate
services, including USF fees and common carrieuleggry fees. The division of services betweenrsttge services and
intrastate services, including the divisions assted with the federal USF fees, is a matter ofrpretation and may in the future
be contested by the FCC or state authorities. T0@ &so may change in the future the basis on wieidaral USF fees are
charged. The Federal government and many staespjdy transaction-based taxes to sales of TD8uute and services and
to purchases of telecommunications services frorowa carriers. In addition, state regulators awil governments have
imposed and may continue to impose various surelsatgxes and fees on TDS services. The appligabflthese surcharges
and fees to its services is uncertain in many casdgurisdictions may contest whether TDS hasssesktand remitted those
monies correctly. Periodically state and fedezgltators may increase or change the surchargele@snd DS currently pays.
In some instances TDS passes through these chargiesustomers. However, Congress, the FCGs stafulatory agencies or
state legislatures may limit the ability to pas®tigh transaction-based tax liabilities, regulatauycharges and regulatory fees
imposed on TDS to customers. TDS may or may nattbe to recover some or all of those taxes freneuistomers and the
amount of taxes may deter demand for its servicéscoease its cost to provide service which cddde an adverse effect on
its business, financial condition or operating tessu

17) Performance under device purchase agreements couldive a material adverse impact on TDS' businessnfincial
condition or results of operations.

In March 2013, U.S. Cellular entered into an agresmvith Apple to purchase certain minimum quaasitof iPhone products
over a three-year period beginning in November 20IBS may enter into similar purchase commitmevits other vendors in
the future. If TDS is unable to sell all of thevies that it is required to purchase under sucheagents, or if it is unable to sell
them at the prices it projects, its business, firgrcondition or results of operations could beexdely affected.

18) Changes in TDS' enterprise value, changes in the mi@t supply or demand for wireless licenses, wiretie or cable
markets or IT service providers, adverse developmes in the businesses or the industries in which TDfS involved
and/or other factors could require TDS to recognizémpairments in the carrying value of its licensesgoodwiill,
franchise rights and/or physical assets.

A large portion of TDS’ assets consists of indééifived intangible assets in the form of licenggmdwill and franchise

rights. TDS also has substantial investmentsnigdibved assets such as property, plant and equipnEDS reviews its
licenses, goodwill, franchise rights and other lingd assets for impairment annually or whenewemgs or circumstances
indicate that the carrying amount of such assetsmoaibe fully recoverable. An impairment loss rm&gd to be recognized to
the extent the carrying value of the assets excénedfair value of such assets. The amount ofsaigy impairment loss could
be significant and could have an adverse effedD8’ reported financial results for the period ihieh the loss is recognized.
The estimation of fair values requires assumptmnsianagement about factors that are uncertaindimgd future cash flows,
the appropriate discount rate and other factorigfed@nt assumptions for these factors could creséerially different results.

19) Costs, integration problems or other factors assoated with acquisitions, divestitures or exchanged properties or
licenses and/or expansion of TDS’ businesses colildve an adverse effect on TDS’ business, financiedndition or
results of operations.

As part of TDS’ operating strategy, TDS from tinotime may be engaged in the acquisition, divegtiar exchange of
companies, businesses, strategic properties, wiralgectrum or other assets. TDS may change thet®én which it operates
and the services that it provides through suchiaitipns, divestitures and/or exchanges. In gdn&i2S may not disclose the
negotiation of such transactions until a definitagreement has been reached. These transaabimmsanly involve a number
of risks, including:

. Identification of attractive companies, businespesperties, spectrum or other assets for acquisagr exchange,
and/or the selection of TDS’ businesses or aseewivestiture or exchange;

. Competition for acquisition targets and the abildyacquire or exchange businesses at reasonatxs;pr

. Possible lack of buyers for businesses or assatg DS desires to divest and the ability to divestxchange
such businesses or assets at reasonable prices;

. Ability to negotiate favorable terms and conditidosacquisitions, divestitures and exchanges;

. Significant expenditures associated with acquis#tjalivestitures and exchanges;

. Legal and regulatory risks associated with newrimsses or markets;

. Ability to enter markets in which TDS has limitedro direct prior experience and competitors harkeanger
positions;

. Ability to manage businesses that are engagectivitaas other than traditional wireline and wirsteservice,
including cable businesses and hosted and managédes businesses;
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. Uncertain revenues and expenses associated witlisamms, with the result that TDS may not realilze growth
in revenues, anticipated cost structure, profithior return on investment that it expects;

Difficulty of integrating the technologies, servi;@roducts, operations and personnel of the aadjbiusinesses,
or of separating such matters for divested busgsessassets;
. Diversion of management’s attention;
. Disruption of ongoing business;

. Impact on TDS’ cash and available credit linesuse in financing future growth and working capitakds;

. Inability to retain key personnel;

. Inability to successfully incorporate acquired &ssed rights into TDS’ service offerings;

. Inability to maintain uniform standards, contrgdspcedures and policies;

. Possible conditions to approval by the FCC, theeFadlrade Commission and/or the Department ofckjsind
. Impairment of relationships with employees, custnwe vendors.

No assurance can be given that TDS will be sucakssth respect to its acquisition, divestitureexchange strategies or
initiatives. If TDS is not successful with respexits acquisitions, divestitures or exchangesbitsiness, financial condition or
results of operations could be adversely affected.

20) A significant portion of TDS’ wireless revenues islerived from customers who buy services through ingpendent
agents who market TDS’ services on a commission hasnd third-party national retailers. If TDS’ rela tionships with
these agents or third-party national retailers areseriously harmed, its business, financial conditioor results of
operations could be adversely affected.

TDS has relationships with agents and third-paatyomal retailers to obtain customers. Agentsimiependent business people
who obtain customers for TDS on a commission baBB3S’ agents and third-party national retailers generally in the
business of selling wireless devices, wirelessisenvackages and other related products.

TDS' business and growth depends, in part, on thimtenance of satisfactory relationships with gerets and third-party
national retailers. If such relationships areagsly harmed or if such parties experience findrifficulties, including
bankruptcy, TDS’ revenues and, as a result, itinless, financial condition or results of operaticzmuld be adversely affected.

21) TDS’ investments in unproven technologies may notrpduce the benefits that TDS expects.

TDS is making investments in various new techn@sgind service and product offerings. These imasts include
technologies for enhanced data service offerirfgjEV| cable and IT services. TDS expects new sesyigroducts and solutions
based on these new technologies to contributettmeigrowth in its revenues. However, the markatsome of these services,
products and solutions are still emerging and therall potential for these markets remains uncert#fi customer demand for
these new services, products and solutions doedaveiop as expected, TDS’ business, financial itiemdor results of
operations could be adversely affected.

22) A failure by TDS to complete significant network castruction and systems implementation activities apart of its
plans to improve the quality, coverage, capabilitie and capacity of its networks and support systemuld have an
adverse effect on its operations.

TDS'’ business plan includes significant construttativities and enhancements to its network, sttgpal other systems and
infrastructure. In connection therewith, TDS muashong other things, continue to:

. Lease, acquire or otherwise obtain rights to aadl switch sites, data centers relating to IT sewior other
facilities;

. Obtain zoning variances or other local governmemtahird-party approvals or permits for networkstruction;

. Complete and update the radio frequency desigtudimg cell site design, frequency planning andvoek
optimization, for each of TDS’ wireless marketsgan

. Improve, expand and maintain customer care, netwakagement, billing and other financial and marnege
systems.

Any difficulties encountered in completing thesé\aties, as well as problems in vendor equipmaeratilability, technical
resources, system performance or system adequadg, delay expansion of operations and productluiti@s in new or
existing markets or result in increased costsluFato successfully build-out and enhance TDSmoek, support facilities and
other systems and infrastructure in a cost-effeatianner, and in a manner that satisfies custorperceations, could have an
adverse effect on TDS’ business, business prosdewacial condition or results of operations.
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23) Financial difficulties (including bankruptcy proceedings) or other operational difficulties of TDS’ key suppliers,
termination or impairment of TDS’ relationships with such suppliers, or a failure by TDS to manage itsupply chain
effectively could result in delays or termination 6 TDS’ receipt of required equipment or services, pcould result in
excess quantities of required equipment or serviceany of which could adversely affect TDS’ busines$inancial
condition or results of operations.

TDS depends upon certain vendors to provide it @ifbhipment, services or content to continue itssagk construction and
upgrade and to operate its business. TDS dodsavetoperational or financial control over such keppliers and has limited
influence with respect to the manner in which thesesuppliers conduct their businesses. If theyesuppliers experience
financial difficulties or file for bankruptcy or @erience other operational difficulties, they mayumable to provide equipment,
services or content to TDS on a timely basis oseéa provide such equipment, services or conteoth@rwise fail to honor
their obligations to TDS.

Regulations regarding the use of “conflict mineraténed from the Democratic Republic of Congo adgbaing countries may
affect some of TDS’ suppliers. These regulatiory fimit the availability of conflict free minerabnd, as a result, TDS may
not be able to obtain products in sufficient quiegior at competitive prices from its vendors witiize such minerals in the
manufacture of products.

In such cases, TDS may be unable to maintain agchdp its network or provide products and servioéts customers in a
competitive manner, or could suffer other disrupgico its business. In that event, TDS’ busingsancial condition or results
of operations could be adversely affected.

In addition, operation of TDS’ supply chain and ragement of its inventory require accurate forengstif customer growth
and demand, which has become increasingly chatlgndi overall demand for wireless devices orittig of demand for
wireless devices is significantly different than S'xpectations, TDS could face inadequate or exsepplies of particular
models of wireless devices. This could resulbst kales opportunities or an excess supply ofhitorg. Either of these
situations could adversely affect TDS’ revenuestsof doing business, results of operations @mnitial condition.

24) TDS has significant investments in entities that itloes not control. Losses in the value of such irstenents could
have an adverse effect on TDS’ financial conditioor results of operations.

TDS has significant investments in entities thaloiés not control, including a 5.5% ownership iestin the Los Angeles
SMSA Limited Partnership (the “LA Partnership”) aadimited partnership interest in King Street Viéss L.P. TDS’ interests
in such entities do not provide TDS with controeothe business strategy, financial goals, buildpdans or other operational
aspects of these entities. TDS cannot providerassa that these entities will operate in a matmegrwill increase the value of
TDS' investments, that TDS’ proportionate sharéobme from the LA Partnership and other investrmevili continue at the
current level in the future or that TDS will notir losses from the holding of such investmentsssies in the values of such
investments or a reduction in income from the LAtRership or other investments could adverselycaff®S’ financial
condition or results of operations.

25) A failure by TDS to maintain flexible and capable €lecommunication networks or information technologyor a
material disruption thereof, including breaches ofnetwork or information technology security, could fave an adverse
effect on TDS’ business, financial condition or radts of operations.

TDS relies extensively on its telecommunicationngks and information technology to operate andagarits businesses,
process transactions and summarize and reportsesihese networks and technology become obsoletetime and must be
upgraded, replaced and/or otherwise enhanced iover Enhancements must be more flexible and rabast ever before. All
of this is capital intensive and challenging. Auie by TDS to maintain flexible and capable tel@emunication networks or
information technology could have an adverse effectDS’ business, financial condition or resuft®perations.

The increased provision of data services includi?v has introduced significant new demands on TB&iwork and has also
increased complexities related to network managémési it relates to Wireline’'s networks, the triios to new IP-based
networks from well-established time-division muléiping networks requires new support tools andr@gan skills. Further,
this transition requires the use of more leaseitiitfas and partnerships which require enhancedag monitoring and
controls. The IP-based networks also generallyiregnore electronics on customers’ premises whittoduces more
technical risks and makes diagnostics and repairs mifficult.
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Further, the increased provision of data service$@S’ networks has created an increased levathfrelated to quality of
service. This is due to the fact that many custsrimereasingly rely on data communications to ex®and validate
transactions. As a result, redundancy and geograpdiversity of TDS’ network facilities are crithl to providing
uninterrupted service. Also, the speed of repait maintenance procedures in the event of netwaekruptions is critical to
maintaining customer satisfaction. TDS’ abilityntaintain high quality, uninterrupted service ®dtistomers is critical,
particularly given the increasingly competitive @omment and customers’ ability to choose otheviserproviders.

In addition, TDS’ networks and information techrgpfaand the networks and information technologyeridors on which TDS
relies are subject to damage or interruption duatmus events, including power outages, computryork and
telecommunications failures, computer viruses, sgchreaches, hackers and other cyber securikg risatastrophic events,
natural disasters, errors or unauthorized actigrentployees and vendors, flawed conversion of systeisruptive
technologies and technology changes. TDS expearsecyber-attacks of varying degrees on a reguEisbd DS maintains
administrative, technical and physical controlswal as other preventative actions, to reduceigieof security breaches.
Although to date TDS has not experienced a matseialrity breach, these efforts may be insufficiergrevent a security
breach stemming from future cyber-attacks. If TD6its vendors’ networks and information technglege not adequately
adapted to changes in technology or are damagtdl @ function properly, and/or if TDS’ or its welors’ security is breached
or otherwise compromised, TDS could suffer advemsesequences, including theft, destruction or oty of critical and
private data, including customer and/or employde,daterruptions or delays in its operations, maate billings, inaccurate
financial reporting, and significant costs to reméuke problems. If TDS’ or its vendors’ systemsdi@e unavailable or suffer a
security breach of customer or other data, TDS beasequired to expend significant resources anel ¥akious actions to
address the problems, including notification undkgia privacy laws and regulations, may be subgefihes, sanctions and
litigation, and its reputation and operating resaltuld be adversely affected. Such events maycalgse TDS to fail to satisfy
service level commitments to customers of its livises. Any material disruption in TDS’ networksinformation technology,
including security breaches, could have an adweffeet on TDS’ business, financial condition oruks of operations.

26) Wars, conflicts, hostilities and/or terrorist attacks or equipment failures, power outages, natural diasters or other
events could have an adverse effect on TDS’ busigeg$inancial condition or results of operations.

Wars, conflicts, hostilities, terrorist attacks,joraquipment failures, power outages, naturalsiéss, or similar disasters or
failures that affect TDS’ wireless or wireline tel®mne switching offices, information systems, micage links, third-party
owned local and long-distance networks on which TEligs, TDS’ cell sites, data centers or otheligment or the networks of
other providers and vendors which TDS or its cugtiegnuse or on which customers roam could have eersel effect on TDS’
operations. Although TDS has certain back-up amilas arrangements, TDS has not established adbrmomprehensive
business continuity or emergency response pldmisatine. As a result, under certain circumstan€&sS may not be prepared
to continue its operations, respond to emergermiescover from disasters or other similar evefii®.S’ inability to operate its
telecommunications systems or access or operdtéatsnation systems even for a limited time penody result in a loss of
customers or impair TDS’ ability to serve customarattract new customers, which could have an @éveffect on TDS’
business, financial condition or results of operadi

27) The market price of TDS’ Common Shares is subjectt fluctuations due to a variety of factors.
Factors that may affect the future market pricé @8’ Common Shares include:

. General economic conditions, including conditiamshie credit and financial markets;

. Industry conditions;

. Fluctuations in TDS’ quarterly customer additiocisurn rate, revenues, results of operations or ftasis;

. Variations between TDS’ actual financial and oparptesults and those expected by analysts andtorse and
. Announcements by TDS’ competitors.

Any of these or other factors could adversely affee future market price of TDS’ Common Shares;aurld cause the future
market price of TDS’ Common Shares to fluctuaterfitime to time.

28) Identification of errors in financial information o r disclosures could require amendments to or restaments of
financial information or disclosures included in this or prior filings with the Securities and Exchang Commission
(“SEC"). Such amendments or restatements and relatl matters, including resulting delays in filing peodic reports
with the SEC, could have an adverse effect on TD8Usiness, financial condition or results of operatins.

TDS prepares its consolidated financial statemeattordance with accounting principles generaltepted in the United
States of America (“GAAP”) and files such financightements with the SEC in accordance with the’SE(es and
regulations. The possible identification of ansoes in such prior filings with the SEC could reguiestatements of financial
information or amendments to disclosures includaetthis or prior filings with the SEC.
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Restatements and delays in filing reports withSE€ could have adverse consequences, includingitbering: TDS’ credit
ratings could be downgraded, which would resuliririncrease in its borrowing costs and could makere difficult for TDS

to borrow funds on satisfactory terms. The lender§ DS’ and U.S. Cellular’s revolving credit agmeents could refuse to
waive a default or extend a waiver of default, isgoestrictive covenants or conditions or requicgdased payments and fees.
The holders of debt under TDS’ indentures couldnaftt to assert a default and, if successful and @@ not cure the default
in a timely manner, accelerate the repayment dadaah debt. The New York Stock Exchange couldrbdglisting
proceedings with respect to the TDS Common Shar@éd'®S debt that is listed thereon. TDS may naalle to use or file
shelf registration statements on Form S-3 for dareded period of time, which may limit TDS’ ability access the capital
markets. TDS may not be able to use Form S-8tragisn statements relating to its employee bemddihs, which may have an
adverse effect on TDS’ ability to attract and netamployees. TDS also could face shareholdertitg or SEC enforcement
action. Any of these events could have an advdfset@n TDS’ business, financial condition or riékswf operations.

29) The existence of material weaknesses in the effagness of internal control over financial reportingcould result in
inaccurate financial statements or other disclosurgor failure to prevent fraud, which could have aradverse effect on
TDS’ business, financial condition or results of oerations.

Pursuant to Section 404 of the Sarbanes-Oxley A2002, TDS is required to furnish a report of mgaraent’'s assessment of
the design and effectiveness of its internal cdmtver financial reporting as part of its Form 1(fikéd with the SEC. TDS
management also is required to report on the éffsmess of TDS’ disclosure controls and proceduiiése independent
auditors of TDS are required to attest to, and ntepo, the effectiveness of internal control ovaahcial reporting. Material
weaknesses could result in inaccurate financiétstants or other disclosures or failure to prewentd, which could have an
adverse effect on TDS’ business, financial condito results of operations. Further, if TDS doessuccessfully remediate
any known material weaknesses in a timely manheguld be subject to sanctions by regulatory aitilbe such as the SEC, it
could fail to timely meet its regulatory reportingligations, or investor perceptions could be neght affected; each of these
potential consequences could have an adverse efietDS’ business, financial condition or resuft®perations.

30) Changes in facts or circumstances, including new @dditional information that affects the calculation of potential
liabilities for contingent obligations under guarartees, indemnities, claims, litigation or otherwisegould require TDS
to record charges in excess of amounts accrued ine financial statements, if any, which could haveraadverse effect
on TDS' business, financial condition or results obperations.

The preparation of financial statements require$ T®@make estimates and assumptions that affeceffoeted amounts of
assets and liabilities and disclosures of contihgsaets and liabilities at the date of the finalhsatements and the reported
amounts of revenues and expenses during the negqréiriod. TDS bases its estimates on historiga¢eence and on various
other assumptions and information that are belie¢gdzk reasonable under the circumstances, thés@duvhich form the basis
for making judgments about the carrying valuesssiss and liabilities. Actual results may diffieamh estimates under different
assumptions or conditions. Changes in facts ounigtances, including new or additional informatibat affects the calculation
of potential liabilities for contingent obligationmder guarantees, indemnities, claims, litigationtherwise, could require TDS
to record charges in excess of amounts accrudukifitancial statements, if any, which could haneadverse effect on TDS’
business, financial condition or results of operadi

31) Disruption in credit or other financial markets, a deterioration of U.S. or global economic conditionsr other events
could, among other things, impede TDS’ access to orcrease the cost of financing its operating andhvestment
activities and/or result in reduced revenues and lwer operating income and cash flows, which would he an adverse
effect on TDS’ business, financial condition or radts of operations.

Disruptions in the credit and financial markets;lohes in consumer confidence, increases in uneynmat, declines in
economic growth and uncertainty about corporataiegs could have a significant negative impactheny.S. and global
financial and credit markets and the overall econo®uch events could have an adverse impact andial institutions
resulting in limited access to capital and creditrhany companies. Furthermore, economic uncei¢gintake it very difficult

to accurately forecast and plan future businegsgities. Changes in economic conditions, changdsancial markets,
deterioration in the capital markets or other fextmould have an adverse effect on TDS’ busin@sanéial condition, revenues,
results of operations and cash flows.

32) Uncertainty of TDS’ ability to access capital, detgoration in the capital markets, other changes inrmarket
conditions, changes in TDS’ credit ratings or othefactors could limit or restrict the availability of financing on
terms and prices acceptable to TDS, which could redre TDS to reduce its construction, development oacquisition
programs.
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TDS and its subsidiaries operate capital-intenbiv@nesses. TDS has used internally-generated famd has also obtained
substantial funds from external sources to finaheebuild-out and enhancement of markets, to fuggisitions and for general
corporate purposes. TDS also may require subataatditional capital for, among other uses, adtjoiss of providers of
wireless or wireline telecommunications servicedle markets, IT services or other businessestrspedicense or system
acquisitions, system development and network capagpansion. There can be no assurance thatiguffifunds will continue
to be available to TDS or its subsidiaries on teomat prices acceptable to TDS. Changes in TP&litratings, uncertainty of
access to capital for telecommunications compadigtgrioration in the capital markets, reduced laguy capital at banks
which in turn limits their ability to borrow andrid, other changes in market conditions or otheofacould limit or restrict the
availability of financing on terms and prices adedpe to TDS, which could require TDS to reduces@astruction,
development and acquisition programs. Reductiohlf’ construction, development and acquisitiongpams likely would
have a negative impact on TDS’ consolidated revenuneome and cash flows.

33) Settlements, judgments, restraints on its current ofuture manner of doing business and/or legal costresulting
from pending and future litigation could have an aderse effect on TDS’ business, financial conditioar results of
operations.

TDS is regularly involved in a number of legal galicy proceedings before the FCC and various statefederal courts. Such
legal and policy proceedings can be complex, coptiytracted and highly disruptive to business apiens by diverting the
attention and energies of management and othepdespnnel.

The assessment of legal and policy proceedingsiighdy subjective process that requires judgmabtsut future events.
Additionally, amounts ultimately received or paiglom settlement or resolution of litigation and atbentingencies may differ
materially from amounts accrued in the financiatesments. Depending on a range of factors, thesendar proceedings could
impose restraints on TDS’ current or future marofafoing business. Such potential outcomes coala: lan adverse effect on
TDS’ financial condition, results of operationsataility to do business.

34) The possible development of adverse precedent itidgiation or conclusions in professional studies tthe effect that
radio frequency emissions from wireless devices afat cell sites cause harmful health consequencesciuding
cancer or tumors, or may interfere with various eletronic medical devices such as pacemakers, couldve an
adverse effect on TDS’ wireless business, financiebndition or results of operations.

Media reports and certain professional studies Baggested that certain radio frequency emissiams Wireless devices may
be linked to various health problems, includingasror tumors, and may interfere with various etadt medical devices,
including hearing aids and pacemakers. U.S. Gelisla party to and may in the future be a partawsuits against wireless
carriers and other parties claiming damages fegalll health effects, including cancer or tumoiisiray from wireless phones
or radio frequency transmitters. Concerns oveiorildquency emissions may discourage use of vagetievices or expose
TDS to potential litigation. In addition, the FQE other regulatory authorities may adopt regutetim response to concerns
about radio frequency emissions. Any resultingelase in demand for wireless services, costsigation and damage awards
or regulation could have an adverse effect on TlR8iness, financial condition or results of operai

In addition, some studies have indicated that saspects of using wireless devices while driving rimagair drivers’ attention
in certain circumstances, making accidents mordylik These concerns could lead to potential itayarelating to accidents,
deaths or serious bodily injuries, any of whichldduave an adverse effect on TDS’ business, firdmaindition or results of
operations.

Numerous state and local legislative bodies haaeted or proposed legislation restricting or prdhnf the use of wireless
devices while driving motor vehicles. These endctieproposed laws or other similar laws, if passedld have the effect of
reducing customer usage and/or increasing cosishwbuld have an adverse effect on TDS’ businf@sancial condition, or
results of operations.
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35) Claims of infringement of intellectual property and proprietary rights of others, primarily involving patent
infringement claims, could prevent TDS from using ecessary technology to provide products or services subject
TDS to expensive intellectual property litigation ® monetary penalties, which could have an adversdfect on TDS’
business, financial condition or results of operatins.

TDS faces possible effects of industry litigatiefating to patents, other intellectual propertptirerwise, that may restrict
TDS’ access to devices for sale to customersectiiology that TDS uses in products or servicegdetermined by a court to
infringe a patent or other intellectual properghti held by another person, TDS could be precldded using that technology
and could be required to pay significant monetamadges. TDS also may be required to pay significgralties to such person
to continue to use such technology in the futdrbe successful enforcement of any intellectual ergprights, or TDS’

inability to negotiate a license for such rightsameeptable terms, could force TDS to cease ubimgaievant technology and
offering services incorporating the technology. yAitigation to determine the validity of claimsahTDS’ products or services
infringe or may infringe intellectual property rigghof another, regardless of their merit or resoiytcould be costly and divert
the effort and attention of TDS’ management antnaxal personnel. Regardless of the merits ofsgpegific claim, TDS
cannot give assurance that it would prevail igéition because of the complex technical issuesrdratent uncertainties in
intellectual property litigation. Although TDS genally seeks to obtain indemnification agreemersfvendors that provide it
with technology, there can be no assurance thatlkaiy of infringement will be covered by an inddtgror that TDS will be
able to recover all or any of its losses and costier any available indemnity agreements. Anyntdadf infringement of
intellectual property and proprietary rights of eth could prevent TDS from using necessary teclyydio provide its services
or subject TDS to expensive intellectual propeittgdtion or monetary penalties, which could haneadverse effect on TDS’
business, financial condition or results of operadi

36) Certain matters, such as control by the TDS Votindrust and provisions in the TDS Restated Certificag¢ of
Incorporation, may serve to discourage or make mordifficult a change in control of TDS.

The TDS Restated Certificate of Incorporation, memded, and the TDS bylaws contain provisions wiiely serve to
discourage or make more difficult a change in adrdaf TDS without the support of the TDS Voting $tand the TDS Board
of Directors or without meeting various other cdiudis.

The TDS Restated Certificate of Incorporation, memded, authorizes the issuance of different sefieemmon stock, which
have different voting rights. The TDS Series A @oom Shares have the power to elect approximatély (I&ss one) of the
directors and have ten votes per share in mattees than the election of directors. The TDS Comr8bares (with one vote
per share) vote as a separate group only with cespé¢he election of 25% (plus one) of the direstoln addition, the total
percentage voting power in matters other than finetien of directors of the Series A Common Shame$ Common Shares are
fixed, at 56.7% and 43.3%, respectively, subjeadjustment due to changes in the number of outsigrSeries A Common
Shares.

A substantial majority of the outstanding TDS SeAeCommon Shares are held in the TDS Voting Twisth expires on
June 30, 2035. The TDS Voting Trust was creatdddiiitate the long-standing relationships amdmg trustees’ certificate
holders. By virtue of the number of shares heldh®m, the voting trustees have the power to eligttt directors based on the
current TDS Board of Directors’ size of twelve dit@rs, and control a majority of the voting pow&d®S with respect to
matters other than the election of directors.

The existence of the TDS Voting Trust is likelydeter any potential unsolicited or hostile takeatdempts or other efforts to
obtain control of TDS and may make it more diffidiar shareholders to sell shares of TDS at higha&n market prices. The
trustees of the TDS Voting Trust have advised TR they intend to maintain the ability to keeplmpose of voting control of
TDS.

The TDS Restated Certificate of Incorporation, memrded, also authorizes the TDS Board of Diredtdesignate and issue
TDS Undesignated Shares in one or more classesies ®f preferred or common stock from time toetinGenerally, no

further action or authorization by the shareholdersecessary prior to the designation or issuaftiee additional TDS
Undesignated Shares authorized pursuant to theRé&38ted Certificate of Incorporation, as amendatéss applicable laws
or regulations would require such approval in @giinstance. Such TDS Undesignated Shares coussied in circumstances
that would serve to preserve control of TDS’ thgisting management.

In addition, the TDS Restated Certificate of Inagiion, as amended, includes a provision whichaiges the TDS Board of
Directors to consider various factors, includinfeefs on customers, taxes, and the long-term aod-gfrm interests of TDS, in
the context of a proposal or offer to acquire orgeahe corporation, or to sell its assets, armejext such offer if the TDS
Board of Directors determines that the proposabisin the best interests of the corporation baseduch factors.

44




Table of Contents

The provisions of the TDS Restated Certificatenarporation, as amended, and the TDS bylaws andxistence of various
classes of capital stock could prevent sharehofdens profiting from an increase in the market abf their shares as a result
of a change in control of TDS by delaying or praimmnsuch change in control.

37) Any of the foregoing events or other events couldaase revenues, earnings, capital expenditures and/ny other
financial or statistical information to vary from T DS’ forward-looking estimates by a material amount.

From time to time, TDS may disclose forward-lookingprmation, including estimates of future serviegenues; income

before income taxes; and/or capital expenditufgsy such forward-looking information includes caesiation of known or

anticipated changes to the extent disclosed, namtyc market conditions and/or other unknown omticgated events,

including but not limited to the risks discussedady could cause such estimates to differ matgriedin the actual amounts.
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Iltem 1B. Unresolved Staff Comments
None.
Item 2. Properties

U.S. Cellular

U.S. Cellular's mobile telephone switching offices]l sites, call centers and retail stores aratkxt primarily in U.S. Cellular’s
operating markets and are either owned or leasddrdang-term leases by U.S. Cellular, one ofutssidiaries, or the
partnership, limited liability company or corporatiwhich holds the license issued by the FCC.

U.S. Cellular leases space for its corporate affineChicago, Bensenville and Wood Dale, lllindisilso leases space for its
network operations center in Schaumburg, lllinoid &s regional and local market business offidgdsS. Cellular operates four
customer care centers; one of the facilities useldse operations is owned and three are leased.

TDS Telecom

Wireline owns substantially all of its physical essconsisting of telephone distribution networietwork electronic equipment
and land and buildings located in its ILEC opemgtimarkets. TDS Telecom leases most of its offfzace, retail sites,
equipment, switching facility buildings, storageifgies and sales offices used in its CLEC operagi

Cable’s principal physical assets consist of cdid&ibution networks, headends, towers and businétces. Cable generally
leases business offices and space on the towerich equipment is located while headends are éatah owned or leased
parcels of land.

HMS'’ principal physical assets consist of data eenaind business offices which are either ownéeased.
TDS Telecom leases space for its corporate heaggsaffice in Madison, Wisconsin.

Corporate
TDS leases space for its corporate offices in QGuc#linois and Middleton, Wisconsin.

General

U.S. Cellular’s cell and transmitter sites and TDEl,ecom'’s telephone and cable lines are locatgarioate and public
property. Locations on private land are by vitdi@asements or other arrangements. U.S. CelluhiTDS Telecom have not
experienced major problems with obtaining zoningrapal for cell and transmitter sites, telephonedior other operating
facilities and do not anticipate significant prohkin this area in future periods.

U.S. Cellular's and TDS Telecom'’s properties, plaml equipment are maintained in good operatingition and are suitable
and adequate for TDS’ business operations.

As of December 31, 2013, Property, plant and eqeigimet of accumulated depreciation, totaled $2Billion at
U.S. Cellular, $821.3 million at Wireline, $79.1lhoin at Cable, $84.2 million at HMS; and $37.0 lioih at Corporate,
Airadigm and Suttle-Straus.

Item 3. Legal Proceedings

TDS is involved or may be involved from time to &rim legal proceedings before the FCC, other régulauthorities, and/or
various state and federal courts. If TDS belighas a loss arising from such legal proceedingsabable and can be
reasonably estimated, an amount is accrued irirthadial statements for the estimated loss. Iy @anfange of loss can be
determined, the best estimate within that rangedsued; if none of the estimates within that raisgeetter than another, the
low end of the range is accrued. The assessméehé @xpected outcomes of legal proceedings iglayhsubjective process
that requires judgments about future events. @ballproceedings are reviewed at least quarteidgtermine the adequacy of
accruals and related financial statement discl@sufde ultimate outcomes of legal proceedingsctdiffer materially from
amounts accrued in the financial statements. Ste N2 — Commitments and Contingencies in the Nmé&sonsolidated
Financial Statements for further information.

Item 4. Mine Safety Disclosures.

Not applicable
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PART Il
Item 5. Market for Registrant’'s Common Equity, Related Stockholder Matters and Issuer Purchases of Rity Securities

Market, holder, dividend and performance graphrimition is incorporated by reference from Exhildttd this Form 10-K,
Annual Report sections entitled “Shareholder Infation” and “Consolidated Quarterly Information (Walited).”

Information relating to Issuer Purchases of EqB8igurities is set forth below.

On August 2, 2013, the Board of Directors of TD$hatized a $250 million stock repurchase programTdS Common
Shares. Depending on market conditions, such simag be repurchased in compliance with Rule 10bf1Be Securities
Exchange Act of 1934, as amended ("Exchange Agtifsuant to Rule 10b5-1 under the Exchange Agiuosuant to
accelerated share repurchase arrangements, pedjaai repurchases, private transactions or asnffeeauthorized. This
authorization does not have an expiration date.

TDS determines whether to repurchase shares fromtt time based on many considerations, includasip needed for other
known or possible requirements, the stock priceketaconditions, debt rating considerations, bussrferecasts, business
plans, macroeconomic conditions, share issuanabsr wompensation plans, provisions in governinglagdl documents and
other legal requirements, and other facts and wistances. Subject to these considerations, TDSamnrove the repurchase of
its shares from time to time when circumstancesavear

Total Number of
Shares Purchasec Maximum Dollar
as Part of Publicly  Value of Shares that

Total Number of Average Price  Announced Plans may yet be
Shares Paid or Purchased Under the
Period Purchased per Share Programs Plans or Programs
October 1- 31, 2015 59,040 $ 28.89 59,040 ¢ 242,480,88t¢
November 1- 30, 201% 75,263 28.88 75,263 240,307,65¢
December ’- 31, 2013 = z - 240,307,65¢
Total for or as of the end of the
quarter ended December 31, 2( 134,303 $ 28.88 134,303 $ 240,307,65(

The following is additional information with respgd¢o the Common Shares authorization:

i. The date the program was announced was Augustl3, 20 Form 8-K.

i.  The amount approved was up to $250 million in agate purchase price of TDS Common Shares.
iii. The program does not have an expiration date.

iv. TDS did not determine to terminate the foregoingn@wn Share repurchase program, or cease makifgfytirchases
thereunder, during the fourth quarter of 2013.

Iltem 6. Selected Financial Data

Incorporated by reference from Exhibit 13 to thisrR 10-K, Annual Report section entitled “Select@mhsolidated Financial
and Operating Data,” except for Ratio of earnirggixed charges, which is incorporated herein grnence from Exhibit 12 to
this Form 10-K.

Item 7. Management’s Discussion and Analysis of Rancial Condition and Results of Operations

Incorporated by reference from Exhibit 13 to thisr 10-K, Annual Report section entitled “Managetrebiscussion and
Analysis of Financial Condition and Results of Gyiems.”

ltem 7A. Quantitative and Qualitative DisclosuresAbout Market Risk

Incorporated by reference from Exhibit 13 to thisrk 10-K, Annual Report section entitled “Markeski’
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Item 8. Financial Statements and Supplementary Dat

Incorporated by reference from Exhibit 13 to thisrik 10-K, Annual Report sections entitled “Consatetl Statement of
Operations,” “Consolidated Statement of Compreheankicome,” “Consolidated Statement of Cash FlowSgnsolidated
Balance Sheet,” “Consolidated Statement of ChaigEsjuity,” “Notes to Consolidated Financial Statmts,” “Management’s
Report on Internal Control Over Financial ReportiriReport of Independent Registered Public Accangpfirm,” and
“Consolidated Quarterly Information (Unaudited).”

Item 9. Changes in and Disagreements with Accountés on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

TDS maintains disclosure controls and procedurgesi¢éined in Rules 13a-15(e) and 15d-15(e) undet#curities Exchange
Act of 1934, as amended (the “Exchange Act”)) tratdesigned to ensure that information requirdzbtdisclosed in its
reports filed or submitted under the Exchange Agirbcessed, recorded, summarized and reportethligh time periods
specified in the SEC'’s rules and forms, and thahsoformation is accumulated and communicated@& Tmanagement,
including its principal executive officer and pripal financial officer, as appropriate, to allow tamely decisions regarding
required disclosure. In designing and evaluatirgdisclosure controls and procedures, managereeogmizes that any
controls and procedures, no matter how well desigmel operated, can provide only reasonable assudrachieving the
desired control objectives.

As required by SEC Rule 13a-15(b), TDS carriedasuévaluation, under the supervision and with #rigipation of
management, including its principal executive @fiend principal financial officer, of the effectivess of the design and
operation of TDS’ disclosure controls and procedwa® of the end of the period covered by this AhReport. Based on this
evaluation, the principal executive officer anchpipal financial officer have concluded that TD®dosure controls and
procedures were effective as of December 31, 28&X1tBe reasonable assurance level.

Managemens Report on Internal Control Over Financial Repaorti

Management is responsible for establishing and taiaing adequate internal control over financiglo#ing, as such term is
defined in Rules 13a-15(f) and 15d-15(f) underixehange Act. TDS’ internal control over finanaiaporting is a process
designed to provide reasonable assurance regatdingliability of financial reporting and the peeption of financial
statements for external purposes in accordanceagitbunting principles generally accepted in théddnStates of America
(“GAAP”). TDS' internal control over financial repting includes those policies and procedures(ihgertain to the
maintenance of records that, in reasonable detlrately and fairly reflect the transactions disghositions of the assets of the
issuer; (ii) provide reasonable assurance thasa@ions are recorded as necessary to permit pitegaof financial statements
in accordance with GAAP, and that receipts and edjberes of the issuer are being made only in atamre with
authorizations of management and, where requinedpoard of directors of the issuer; and (iii) pdevreasonable assurance
regarding prevention or timely detection of unauitted acquisition, use, or disposition of the is&iassets that could have a
material effect on the interim or annual consokdifinancial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢taisstatements. Also,
projections of any evaluation of effectivenessutufe periods are subject to the risk that contmdy become inadequate
because of changes in conditions, or that the degfreompliance with the policies or procedures metgeriorate.

Under the supervision and with the participatiomBfS’ management, including its principal executbficer and principal
financial officer, TDS conducted an evaluationtod effectiveness of its internal control over fio@hreporting as of December
31, 2013, based on the criteria established i1 882 version ofnternal Control — Integrated Framewoissued by the
Committee of Sponsoring Organizations of the Tred@ommission (“COSO”). Management has concludatd TDS
maintained effective internal control over finaneigporting as of December 31, 2013 based on @itstablished in the 1992
version ofinternal Control — Integrated Framewoiksued by the COSO.

The effectiveness of TDS’ internal control overafirtial reporting as of December 31, 2013 has bediteal by
PricewaterhouseCoopers LLP, an independent regisfaiblic accounting firm, as stated in the firméport which is
incorporated by reference into Item 8 of this AririRaport on Form 10-K from Exhibit 13 filed herelit
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Changes in Internal Control Over Financial Repagrtin

Internal controls over financial reporting are ugdbas necessary to accommodate modificationsrtbuginess processes and
accounting procedures. U.S. Cellular migratedutst@mers to a new billing and operational suppgstesn in 2013, which was
completed in the third quarter of 2013. There warehanges in TDS’ internal control over finanegborting during the fourth
guarter of 2013 that have materially affected,rerraasonably likely to materially affect, TDS’e@nhal control over financial
reporting.

Iltem 9B. Other Information

None.
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PART IlI

Item 10. Directors, Executive Officers and Corporte Governance

Incorporated by reference from Proxy Statemeni@esentitled “Election of Directors,
Officers” and “Section 16(a) Beneficial Ownershipg®rting Compliance.”

Corporateo@ernance,” “Executive

Item 11. Executive Compensation
Incorporated by reference from Proxy Statemeni@eentitled “Executive and Director Compensation.”
Item 12. Security Ownership of Certain BeneficiaDwners and Management and Related Stockholder Matte

Incorporated by reference from Proxy Statemeni@esentitled “Security Ownership of Certain Benifi Owners and
Management” and “Securities Authorized for Issuameger Equity Compensation Plans.”

Item 13. Certain Relationships and Related Transdmns, and Director Independence

Incorporated by reference from Proxy Statemeni@esentitled “Corporate Governance” and “Certagldfonships and
Related Transactions.”

Item 14. Principal Accountant Fees and Services

Incorporated by reference from Proxy Statemeni@eentitled “Fees Paid to Principal Accountants.”
50




Table of Contents

PART IV

Iltem 15. Exhibits and Financial Statement Scheduge

€) The following documents are filed as a part of tiisort:

(1) Financial Statemen

Consolidated Statement of Operatic

Consolidated Statement of Comprehensive Inc

Consolidated Statement of Cash Flc

Consolidated Balance She

Consolidated Statement of Changes in Eq

Notes to Consolidated Financial Stateme

Managemer's Report on Internal Control Over Financial Remar

Report of Independent Registered Public Accounfing
—PricewaterhouseCoopers LI

Consolidated Quarterly Information (Unauditt

* Incorporated by reference from Exhibit .

(2) Financial Statement Schedu

Los Angeles SMSA Limited Partnership Financial Statnts

Report of Independent Registered Public Accognfinm— Deloitte & Touche LLF

Balance Shee

Statements of Operatio

Statements of Changes in Part’ Capital
Statements of Cash Floy

Notes to Financial Statemel

Annual Report
Annual Report
Annual Report
Annual Report
Annual Report
Annual Report
Annual Report

Annual Report
Annual Report

Location

S-1
S-2
S-3
S-4
S-5
S-6
S-7

All other schedules have been omitted becauseateygot applicable or not required or becausedbeired information is
shown in the financial statements or notes thereto.

®3)

Exhibits

The exhibits set forth in the accompanying Indekxbibits are filed as a part of this Report. Cemgatory plans or
arrangements are identified in the Index to Exhihiith an asterisk.
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LOS ANGELES SMSA LIMITED PARTNERSHIP
FINANCIAL STATEMENTS

TDS’ subsidiary, U.S. Cellular, owns a 5.5% limitggktnership interest in the Los Angeles SMSA LédiPartnership and
accounts for such interest by the equity methode fartnership’s financial statements were obtalned.S. Cellular as a
limited partner.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

To the Partners of
Los Angeles SMSA Limited Partnership:
Basking Ridge, New Jersey

We have audited the accompanying balance sheetsoAngeles SMSA Limited Partnership (the "Parthgr§ as of
December 31, 2013 and 2012, and the related staterokoperations, changes in partners’ capital,@@sh flows for each of
the three years in the period ended December 3B. Zthese financial statements are the respongibiiithe Partnership's
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighaBioUnited States).
Those standards require that we plan and perfoenadidit to obtain reasonable assurance about whéeh&nancial statements
are free of material misstatement. The Partneiishipt required to have, nor were we engaged riome, an audit of its
internal control over financial reporting. Our &sdncluded consideration of internal control ofieancial reporting as a basis
for designing audit procedures that are appropimatee circumstances, but not for the purposexpfessing an opinion on the
effectiveness of the Partnership's internal cordvelr financial reporting. Accordingly, we expresssuch opinion. An audit
also includes examining, on a test basis, evidsnpeorting the amounts and disclosures in the filshstatements, assessing
the accounting principles used and significaninestés made by management, as well as evaluatirgyérall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such financial statements presainlyf, in all material respects, the financial giwsi of the Partnership as of
December 31, 2013 and 2012, and the results opisations and its cash flows for each of the tlgeses in the period ended
December 31, 2013 in conformity with accountingpifples generally accepted in the United StateSnoérica.

/s/ Deloitte & Touche LLP
Atlanta, Georgia
February 28, 2014
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Los Angeles SMSA Limited Partnership
Balance Sheer As of December 31, 2013 and 2C
(Dollars in Thousands

2013 2012
ASSETS
CURRENT ASSETS
Accounts receivable, net of allowance of $21,608 $t4,20¢ $ 363,06 $ 338,59¢
Unbilled revenue 20,070 19,491
Due from affiliate 316,794 243,748
Prepaid expenses and other current a: 4,357 4,537
Total current asse 704,29C 606,375
PROPERTY, PLANT AND EQUIPMEN—Net 1,581,317 1,569,41¢
WIRELESS LICENSES 79,543 79,543
OTHER ASSETS 8,848 655
TOTAL ASSETS $ 2,373,99¢ $ 2,255,991
LIABILITIES AND PARTNERS' CAPITAL
CURRENT LIABILITIES:
Accounts payable and accrued liabilit $ 117,972 $ 132,558
Advance billings and customer depo: 152,698 144,849
Deferred gain on lease transact 4,923 4,923
Total current liabilities 275,593 282,33C
LONG TERM LIABILITIES:
Deferred gain on lease transact 28,892 33,833
Other long term liabilitie: 34,411 23,964
Total long term liabilities 63,303 57,797
Total liabilities 338,89¢ 340,127
PARTNERS' CAPITAL 2,035,10z 1,915,86¢
TOTAL LIABILITIES AND PARTNERS' CAPITAL $ 2,373,99¢ $ 2,255,991

See notes to financial statemel
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Los Angeles SMSA Limited Partnership
Statements of Operatio- Years Ended December 31, 2013, 2012 and ;
(Dollars in Thousands

2013 2012 2011
OPERATING REVENUE:!
Service revenu $ 4,166,29¢ $ 3,920,062 $ 3,782,027
Equipment and othe 667,963 677,83€ 593,33C
Total operating revent 4,834,25¢ 4,597,90( 4,375,357
OPERATING COSTS AND EXPENSE:!
Cost of service (exclusive of depreciation and dination) 753,43€ 705,06E 797,797
Depreciation and amortizatic 337,313 343,56% 366,118
Cost of equipmer 885,502 948,13C 955,002
Selling, general and administrati 1,445,22¢ 1,375,852 1,263,604
Total operating costs and expen 3,421,48: 3,372,612 3,382,522
OPERATING INCOME 1,412,777 1,225,28¢ 992,83E
OTHER INCOME:
Interest income, ne 1,520 1,051 561
Other 4,941 4,941 6,964
Total other incom: 6,461 5,992 7,525
NET INCOME $ 1,419,23¢ $ 1,231,28C $ 1,000,36(
Allocation of Net Income
Limited Partner: $ 851,543 $ 738,768 $ 600,21€
General Partne $ 567,69t $ 492512 $ 400,144

See notes to financial statemel
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Los Angeles SMSA Limited Partnership

Statements of Changes in Partners' Ca- Years Ended December 31, 2013, 2012 and .

(Dollars in Thousands

General
Partner Limited Partners
United States
AirTouch AirTouch Cellco Cellular Total Partners'
Cellular Cellular Partnership Corporation Capital

BALANCE—January 1,201  $ 833,69C $ 881,627 $ 254,27¢ $ 114,631 $ 2,084,22¢
Distributions (480,000) (507,600) (146,400) (66,000) (1,200,000
Net Income 400,144 423,152 122,044 55,020 1,000,36(
BALANCE—December 31, 201 753,834 797,17¢ 229,92C 103,651 1,884,58¢
Distributions (480,000) (507,600) (146,400) (66,000) (1,200,000
Net Income 492 512 520,832 150,21€ 67,720 1,231,28(
BALANCE—December 31, 201 766,34€ 810,411 233,73€ 105,371 1,915,864
Distributions (520,000) (549,900) (158,600) (71,500) (1,300,000
Net Income 567,695 600,337 173,14€ 78,060 1,419,23¢
BALANCE—December 31, 201$ 814,041 $ 860,848 $ 248,282 $ 111,931 $ 2,035,102

See notes to financial statemel
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Los Angeles SMSA Limited Partnership
Statements of Cash Flov- Years Ended December 31, 2013, 2012 and .
(Dollars in Thousands

2013 2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 1,419,23¢ $ 1,231,280 $ 1,000,36(
Adjustments to reconcile net income to net caskigea by operatin
activities:
Depreciation and amortizatic 337,313 343,565 366,11¢
Amortization of deferred gain on lease transac (4,941) (4,957) (4,949)
Provision for losses on accounts receivi 44,339 37,057 27,249
Changes in certain assets and liabilit
Accounts receivabl (68,809) (69,272) (47,942)
Unbilled revenue (579) 2,761 (1,014)
Prepaid expenses and other current a: 180 (760) (125)
Other asset (8,193) 19 —
Accounts payable and accrued liabilit (15,872) 18,548 24,243
Advance billings and customer depo: 7,849 9,826 8,518
Other long term liabilitie: 10,447 4,208 3,124
Net cash provided by operating activit 1,720,972 1,572,27¢ 1,375,58:
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures, n (347,926) (272,176) (364,956)
Change in due from affiliate, n (73,046) (100,099) 189,373
Net cash used in investing activiti (420,972 (372,275 (175,583)
CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to partner (1,300,000 (1,200,000 (1,200,000
Net cash used in financing activiti (1,300,000 (1,200,000 (1,200,000
CHANGE IN CASH — — —
CASH—Beginning of yea — — —
CASH—ENd of yeal $ — $ — $ —
NONCASH TRANSACTIONS FROM INVESTING ACTIVITIES
Accruals for Capital Expenditur $ 12,689 $ 11,403 $ 3,372

See notes to financial statemel
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Los Angeles SMSA Limited Partnership
Notes to Financial Statements — Years Ended Dece®&ih013, 2012 and 2011.
(Dollars in Thousands)

1.

ORGANIZATION AND MANAGEMENT

Los Angeles SMSA Limited PartnershipLos Angeles SMSA Limited Partnership (the “Parthg® was formed in
1984. The principal activity of the Partnershiprsviding cellular service in the Los Angeles mptlitan service area.

The partners and their respective ownership peagestas of December 31, 2013, 2012 and 2011 &oHaass:

General Partne

AirTouch Cellular* “General Partn™) 40.0%
Limited Partners

AirTouch Cellular* 42.3%

Cellco Partnershi 12.2%

United States Cellular Corporati 5.5%

2.

* AirTouch Cellular is a wholly-owned subsidiary @&rizon Wireless (VAW) LLC (a wholly-owned subsidy of Cellco
Partnership (“Cellco”) doing business as VerizomaMss.

In accordance with the partnership agreement, €&lcesponsible for managing the operations optirénership (See
Note 5).

SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates— The preparation of financial statements in acancg with accounting principles generally accepted
the United States of America requires managememiaice estimates and assumptions that affect repan®unts and
disclosures. Actual results could differ from thestimates. Estimates are used for, but are ndelio, the accounting
for: revenue and expense, allocations, allowancarioollectible accounts receivable, unbilled raxerdepreciation and
amortization, useful lives and impairment of assatsrued expenses, and contingencies.

Revenue Recognitior— The Partnership offers products and servicesit@ostomers through bundled arrangements.
These arrangements involve multiple deliverablegwmay include products, services, or a combimatibproducts and
services.
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The Partnership earns revenue by providing acceiss metwork (access revenue) and usage of itgsankt(usage revenue),
which includes voice and data revenue. Customerassociated with the Partnership based upon mideitdification
number. In general, access revenue is billed onghrio advance and is recognized when earned;nbarned portion is
classified in Advance billings in the balance shtksiage revenue is recognized when service is reddend included in
unbilled revenue until billed. Equipment sales rexeassociated with the sale of wireless devicdseaated equipment
costs are recognized when the products are detiverand accepted by the customer, as this is deresd to be a separate
earnings process from the sale of wireless servicestomer activation fees charged to customersansidered additional
consideration and are recorded in Equipment angr alvenue, generally, at the time of customerm@ecee. For
agreements involving the resale of third-party m&win which the Partnership is considered thegry obligor in the
arrangements, the Partnership records revenue grtiss time of sale. For equipment sales, thenBiship currently
subsidizes the cost of wireless devices. The amafuthiis subsidy is generally contingent on theagement and terms
selected by the customer. In multiple deliverablangements which involve the sale of equipmedtaaservice contract,
the equipment revenue is recognized up to the ahumliected when the wireless device is sold.

The roaming rates charged by the Partnership tle&@db not necessarily reflect current market ratée Partnership will
continue to re-evaluate the rates on a periodist{&ge Note 5).

The Partnership reports taxes imposed by goverrahaathorities on revenue-producing transactionaden us and our
customers on a net basis.
S-8
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Operating Costs and Expenses Operating expenses include expenses incurredtlyitgy the Partnership, as well as an
allocation of selling, general and administrati&ed operating costs incurred by Cellco or its iaffés on behalf of the
Partnership. Employees of Cellco provide servia$opmed on behalf of the Partnership. These engglsyare not
employees of the Partnership, therefore operatipgreses include direct and allocated charges afysahd employee
benefit costs for the services provided to therfeaiship. Cellco believes such allocations, printydzased on the
Partnership’s percentage of total customers, custgmoss additions or minutes-of-use, are in acurd with the
Partnership Agreement and are a reasonable meftadidoating such costs. The roaming rates chatgéke Partnership
by Cellco do not necessarily reflect current markéts. The Partnership will continue to re-evauhe rates on a periodic
basis (see Note 5).

Retail Stores —The daily operations of all retail stores ownedHwy Partnership are managed by Cellco. All fixeskts
liabilities, income and expenses related to thetalrstores are recorded in the financial statémehthe Partnership.

Comprehensive Income- Comprehensive income is the same as net incorpeeasnted in the accompanying statements
of operations.

Income Taxes— The Partnership is not a taxable entity for fatland state income tax purposes. Any taxable igcom
loss is apportioned to the partners based on tbgrective partnership interests and is reportettiday individually.

Inventory — Inventory is owned by Cellco and is not recordedhe Partnership’s financial statements. Upoe, shé
related cost of the inventory is transferred toRlagtnership at Cellco’s cost basis and includettiéraccompanying
statements of operations.

Allowance for Doubtful Accounts— The Partnership maintains allowances for unctibezaccounts receivable for
estimated losses resulting from the inability oftomers to make required payments. Estimates assllzn the aging of
the accounts receivable balances and the histaritd@-off experience, net of recoveries.

Property, Plant and Equipment— Property, plant and equipment primarily represexatsts incurred to construct and
expand capacity and network coverage on mobilphelee switching offices and cell sites. The cogiroperty, plant and
equipment is depreciated over its estimated udiggulsing the straight-line method of depreciatibeasehold
improvements are amortized over the shorter of g&imated useful lives or the term of the reldéade. Major
improvements to existing plant and equipment tixégred the useful lives are capitalized. Routinemeaiance and repairs
that do not extend the life of the plant and equpthare charged to expense as incurred

Upon the sale or retirement of property, plant aqdipment, the cost and related accumulated depiatior amortization
are eliminated and any related gain or loss iectfd in the statements of operations. All propgatgnt and equipment
purchases are made through an affiliate of Cellcansfers of property, plant and equipment betw@elfico and affiliates
are recorded at net book value and included infidtune affiliate until settled.
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Network engineering costs incurred during the aoiesion phase of the Partnership’s network and estdte properties
under development are capitalized as part of ptgpplant and equipment and recorded as construatiprogress until the
projects are completed and placed into service.

FCC Licenses— The Federal Communications Commission (“FCC"Jésslicenses that authorize cellular carriers to
provide service in specific cellular geographioc/gas areas. The FCC grants licenses for terms o6 tn years. In 1993
the FCC adopted specific standards to apply taleellenewals, concluding it will award a licenseewal to a cellular
licensee that meets certain standards of pastrpsafice. Historically, the FCC has granted licemsewals routinely and

at nominal costs, which are expensed as incurriee clirrent terms of the Partnership’s FCC liceesgére in

October 2014, February 2016 and April 2017. Cedind the Partnership believe they will be able tetnad requirements
necessary to secure renewal of the Partnershifiidardicenses. FCC wireless licenses totaling,$48 are recorded on the
books of the Partnership as of December 31, 20d26aa42. There are additional wireless licensesiddy the FCC that
authorize the Partnership to provide cellular servecorded on the books of Cellco.

Valuation of Assets— Long-lived assets, including property, plant aggdipment and intangible assets with finite livaag,
reviewed for impairment whenever events or chamgescumstances indicate that the carrying amadithe asset may
not be recoverable. The carrying amount of a langd asset is not recoverable if it exceeds the glitihe undiscounted
cash flows expected to result from the use andteaédisposition of the asset. The impairment lwesld be measured as
the amount by which the carrying amount of the asseeeds the fair value of the asset.

The Partnership’s principal intangible assets i@menbkes, which provide the Partnership with thdwesxee right to utilize
certain radio frequency spectrum to provide wirgle@mmunication services. Cellco and the Partnergievaluate the
useful life determination for wireless licenseseaist annually to determine whether events anditistances continue to
support an indefinite useful life. Moreover, Cellmod the Partnership have determined that thereuarently no legal,
regulatory, contractual, competitive, economic threo factors that limit the useful life of the Reatship’s wireless licenses.
As a result, the wireless licenses are treated asdefinite life intangible asset, and are not gimed but rather are tested
for impairment.

Cellco and the Partnership test their wirelesniées for potential impairment annually, and mogquently if indications
of impairment exist. In 2013, Cellco and the Parship performed a qualitative assessment to deterwhether it is more
likely than not that the fair value of its wireldg®nses was less than the carrying amount. Asobshe assessment,
Cellco and the Partnership considered severaltqtiaé factors including the business enterpridaevand other industry
and market considerations. Based on our assesém2®it3, Cellco and the Partnership qualitativancluded that it was
more likely than not that the fair value of theirgless licenses significantly exceeded their ¢éagyalue and therefore did
not result in any impairment. In 2012 and 2011lc@eand the Partnership evaluated their licensemnomggregate basis,
using a direct income-based value approach. Tgpsoach estimates fair value using a discountel ftaw analysis to
estimate what a marketplace participant would Hengito pay to purchase the aggregated wirelesnBes as of the
valuation date. If the fair value of the aggredatareless licenses is less than the aggregatedimgramount of the
wireless licenses, an impairment is recognized.

In addition, Cellco believes that under the Paghigragreement it has the right to allocate, basea reasonable
methodology, any impairment loss recognized bydoefibr all licenses included in Cellco’s nationabfprint. Cellco does
not charge the Partnership for the use of any R€Dde recorded on its books (except for the antnstiof $51,699
related to the spectrum leases). Cellco and thimétahip evaluated their wireless licenses for piiéimpairment as of
December 15, 2013 and December 15, 2012. Theseatigals resulted in no impairment of wireless lxen

Concentrations— The Partnership maintains allowances for unctibecaccounts receivable for estimated lossedtiagu
from the inability of customers to make requiregmants. Estimates are based on historical netwfftexperience. No
single customer receivable is large enough to ptessignificant financial risk to the partnership.

Cellco and the Partnership rely on local and lorsfadice telephone companies, some of which areetefarties (See Note
5), and other companies to provide certain comnaiiuio services. Although management believes altam
telecommunications facilities could be found innagly manner, any disruption of these servicesapaltentially have a
material adverse impact on the Partnership’s ojpgyagsults.

Although Cellco attempts to maintain multiple verslfor its network assets and inventory, whichiamgortant
components of its operations, they are currenttjuaed from only a few sources. Certain of thesmlpcts are in turn
utilized by the Partnership and are important comemts of the Partnership’s operations. If the sepphre unable to meet
Cellco’s needs as it builds out its network infrasture and sells service and equipment, delaysremdased costs in the
expansion of the Partnership’s network infrastreetar losses of potential customers could resuitclvwould adversely
affect operating results.
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Financial Instruments— The Partnership’s trade receivables and payalkeshort-term in nature, and accordingly, their
carrying value approximates fair value.

Due from affiliate — Due from affiliate principally represents the ®arship’s cash position with Cellco. Cellco margge
on behalf of the Partnership, all cash, inventmyesting and financing activities of the Partnggsis such, the change in
due from affiliate is reflected as an investing\att or a financing activity in the statementsaafsh flows depending on
whether it represents a net asset or net liabditghe Partnership.

Additionally, administrative and operating costslrred by Cellco on behalf of the Partnership, a as property, plant
and equipment transactions with affiliates, arergbd to the Partnership through this account. igaim 2011, interest
income is based on the Applicable Federal Ratelwivis approximately .2%, .2% and .4% for the yeaded December
31, 2013, 2012 and 2011, respectively. Interegérse is calculated by applying Cellco’s averags ebborrowing from
Verizon Communications, Inc, which was approximai®hi%, 7.3% and 6.8% for the years ended DeceBhe2013,
2012 and 2011, respectively. Included in net egemcome is interest income of $1,352, $1,123%#1® for the years
ended December 31, 2013, 2012 and 2011, respsgtreddted to due from affiliate.
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Distributions - The Partnership is required to make distributianits partners based upon the Partnership’s tipgra
results, due to/from affiliate status, and finagcireeds as determined by the General Partner datkeof the distribution.

Recently Adopted Accounting Standard®uring the first quarter of 2013 we adopted theoaoting standard update
regarding testing of intangible assets for impaitneThis standard update allows companies th@opt perform a
gualitative assessment to determine whether itiertikely than not that an indefinite-lived intablg asset is impaired.

An entity is not required to calculate the fairualbof an indefinite-lived intangible asset and perf the quantitative
impairment test unless the entity determines thiatrnore likely than not the asset is impairede Bdoption of this standard
did not have a significant impact on the finansiatements.

Subsequent Events Events subsequent to December 31, 2013 haveevedmated through February 28, 2014, the date the
financial statements were issued.
S-12




Table of Contents

3.

PROPERTY, PLANT AND EQUIPMENT, NET
Property, plant and equipment consist of the foillgnas of December 31, 2013 and 2012:
2013 2012

Land $ 7,730 $ 7,742
Buildings and improvements (-40 years 633,84C 575,45€
Wireless plant and equipmen-15 years' 3,483,28¢ 3,265,052
Furniture, fixtures and equipment-10 years 67,981 65,823
Leasehold improvements (5 yea 327,277 308,05C

4,520,117 4,222,12:
Less: accumulated depreciati (2,938,800 (2,652,705
Property, plant and equipment, | $ 1,581,317 $ 1,569,41¢
Depreciation expens $ 337,302 $ 343,565

Capitalized network engineering costs of $22,242 $22,253 were recorded during the years endedrbteze31, 2013
and 2012, respectively. Construction in progreshigted in certain classifications shown above,qpally wireless plant
and equipment, amounted to $88,836 and $85,388@saember 31, 2013 and 2012, respectively.

Tower Transactions- Prior to the acquisition of the Partnershipiiest by Cellco in 2000, Vodafone Group Plc
(“Vodafone™), then parent company of AirTouch Cély entered into agreements to sublease all eitssed space on up
to 430 of its communications towers (“Sublease &grent”) to SpectraSite Holdings, Inc. (“SpectraJite exchange for
$155,000. At various closings in 2001 and 2000 c8pSite leased 274 communications towers ownecdpathted by the
Partnership for $98,465. At December 31, 201320%®?, the Partnership has $33,815 and $38,756cteply, recorded
as deferred gain on lease transaction. The Sublegieement requires monthly maintenance feedhoekisting physical
space used by the Partnership’s cellular equipriidr&.Partnership paid $8,872, $11,421 and $12d SpéctraSite
pursuant to the Sublease Agreement for the yeasdeDecember 31, 2013, 2012 and 2011, respectiwbigh is included
in cost of service in the accompanying Statemeh@perations.
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4,

5.

CURRENT LIABILITIES
Accounts payable and accrued liabilities consigheffollowing as of December 31, 2013 and 2012;
2013 2012
Accounts payabl $ 104,654 $ 117,935
Accrued liabilities 13,318 14,623
Accounts payable and accrued liabilit $ 117,972 $ 132,55¢
Advance billings and customer deposits consisheffbllowing as of December 31, 2013 and 2012:
2013 2012
Advance billings $ 148,328 $ 140,617
Customer deposit 4,370 4,232
Advance billings and customer depo: $ 152,698 $ 144,84¢
TRANSACTIONS WITH AFFILIATES AND RELATED PARTIES

In addition to fixed asset purchases (see Notsustantially all of service revenues, equipment@her revenues, cost of
service, cost of equipment, and selling, generdladministrative expenses represent transactiatepsed by affiliates
(Cellco and its related parties) on behalf of thetiership or represent transactions with affisat&hese transactions
consist of revenues and expenses that pertairetBdtnership which are processed by Cellco amdttirattributed to or
directly charged to the Partnership. They alstuihe certain revenues and expenses that are peatesicurred by
Cellco which are allocated to the Partnership baseféictors such as the Partnership’s percentagestbmers, gross
customer additions, or minutes of use. These trtioses do not necessarily represent arm’s lengtistictions and may not
represent all revenues and costs if the Partnecgfépated on a standalone basis.

Service revenues - Service revenues include montiyomer billings processed by Cellco on behathefPartnership and
roaming revenues relating to customers of othdicaéfd markets that are specifically identifiectb@ Partnership. Service
revenue also includes long distance, data, andinegvenue reductions including revenue concessiuat are processed
by Cellco and allocated to the Partnership baseckdain factors deemed appropriate by Cellco.

Equipment and other revenues - Equipment reveraledas equipment sales processed by Cellco andfispy identified
to the Partnership, as well as certain handset and
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accessory revenues, contra-revenues including exguipconcessions, and coupon rebates that aresgaatby Cellco and
allocated to the Partnership based on certainfadiemed appropriate by Cellco. Other revenusdsde switch revenue
and other fees and surcharges charged to the ceistbat are specifically identified to the Parthgrs

Cost of Service - Cost of service includes roantiosts relating to customers roaming in other atfild markets that are
specifically identified to the Partnership. Cobservice also includes cost of telecom, long disteand application content
that are incurred by Cellco and allocated to therfeeship based on certain factors deemed apptepaCellco. The
Partnership has also entered into a lease agredanghe right to use additional spectrum owneddajico. See Note 6 for
further information regarding this arrangement.

Cost of equipment - Cost of equipment includescthet of inventory specifically identified and trégrsed to the
Partnership (see Note 2). Cost of equipment alslodies certain costs related to handsets, accessord other costs
incurred by Cellco and allocated to the Partnerbliged on certain factors deemed appropriate HgaCel

Selling, general and administrative - Selling, gahand administrative expenses include commissicustomer billing,
office telecom, customer care, salaries, saleqvaartteting and advertising expenses that are spaltyfidentified to the
Partnership as well as incurred by Cellco and atke to the Partnership based on certain fact@see appropriate by
Cellco.

6. COMMITMENTS

Cellco, on behalf of the Partnership, and the Rastrip itself have entered into operating leaseffulities, and equipment
and spectrum used in its operations. Lease coatiadude renewal options that include rent expejestments based on
the Consumer Price Index as well as annual andé&tehse term adjustments. Rent expense is recandedstraight-line
basis. The noncancellable lease term used to eddctile amount of the straight-line rent expensgeigerally determined to
be the initial lease term, including any optiorexiewal terms that are reasonably assured. Leasempidvements related
to these operating leases are amortized over thréestof their estimated useful lives or the noredlable lease term. For
the years ended December 31, 2013, 2012 and 284 Partnership incurred a total of $139,341, $1&A #hd $127,469,
respectively, as rent expense related to thesatipgileases, which was included in cost of seraité general and
administrative expenses in the accompanying statenod operations. Aggregate future minimum rentahmitmen t s
under noncancellable operating leases, excludingwal options that are not reasonably assuredeandining tower
maintenance fees of $70,018 (See Note 3), foy¢laes shown are as follows:
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Years Amount

2014 $ 96,696
2015 82,764
2016 70,595
2017 28,442
2018 14,521
2019 and thereaftt 36,724
Total minimum payment $ 329,742

On November 30, 2010, the Partnership enteredair@0 MHz upper band spectrum lease with Cellce. [€hse includes
an initial term extending through June 13, 2019 amenewal option through June 13, 2029. The lieehsld by Cellco, is
considered an indefinite-lived intangible as Celbatieves it will be able to meet all requirememtsessary to secure
renewal of this license. The Partnership accowntthis spectrum lease as an executory contraahwhisimilar to an
operating lease.

Based on the terms of the spectrum license leasE@scember 31, 2013, future spectrum lease didigs, including the
renewal period, are expected to be as follows:

Years Amount

2014 $ 20,843
2015 20,843
2016 20,843
2017 20,843
2018 20,843
2019 and thereaftt 217,112
Total minimum payment $ 321,327

The General Partner currently expects that thewaheption in the lease will be exercised.

From time to time Cellco enters into purchase comaits, primarily for network equipment, on beladlthe Partnership.
These represent legal obligations of Cellco.
S- 16
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7.

8.

CONTINGENCIES

Cellco and the Partnership are subject to lawsuitsother claims including class actions, prodiatility, patent
infringement, intellectual property, antitrust, wership disputes, and claims involving relatiorithwesellers and agents.
Cellco is also currently defending lawsuits fileghist it and other participants in the wirelestustry alleging various
adverse effects as a result of wireless phone uS&@g®us consumer class action lawsuits allege@adico violated certain
state consumer protection laws and other statmgslefrauded customers through misleading billiragfices or
statements. These matters may involve indemniéinatbligations by third parties and/or affiliategriies covering all or
part of any potential damage awards against Caltcbthe Partnership and/or insurance coveragafAlle above matters
are subject to many uncertainties, and the outcareenot currently predictable.

The Partnership may be allocated a portion of traatjes that may result upon adjudication of thesttens if the

claimants prevail in their actions. In none of therently pending matters is the amount of accmierial. An estimate of
the reasonably possible loss or range of lossdesxof the amounts already accrued to either @etlthe Partnership with
respect to these matters as of December 31, 20itdthe made at this time due to various factgega) in contested
proceedings, including (1) uncertain damage theaiel demands; (2) a less than complete factualde(3) uncertainty
concerning legal theories and their resolution twyrts or regulators; and (4) the unpredictable neatdéi the opposing party
and its demands. We continuously monitor thesegqaditigs as they develop and adjust any accruasdodure as needed.
We do not expect that the ultimate resolution of pending regulatory or legal matter in future pds will have a material
effect on the financial condition of the PartnepsHuut it could have a material effect on our ressaf operations for a given
reporting period.

RECONCILIATION OF ALLOWANCE FOR DOUBTFUL ACCOUNTS

Balance at Additions Write -offs Balance at
Beginning Charged to Net of End
of the Year Operations Recoveries of the Year
Accounts Receivable Allowance
2013 $ 14,205 $ 44,339 $ (36,944) % 21,600
2012 14,076 37,057 (36,928) 14,205
2011 15,135 27,249 (28,308) 14,076

*kkkkk
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this
report to be signed on its behalf by the undersigtteereunto duly authorized.

TELEPHONE AND DATA SYSTEMS, INC

By: /s/ LeRoy T. Carlson, J
LeRoy T. Carlson, Ji
President and Chief Executive Offic
(principal executive officel

By: /s/ Douglas D. Shum
Douglas D. Shum
Senior Vice President and Controll
(principal financial officer and principal accoumti officer)

Dated: February 28, 2014
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Exhibit 12
TELEPHONE AND DATA SYSTEMS, INC.
RATIO OF EARNINGS TO FIXED CHARGE:!
For the Year Ended December :

(Dollars in thousands) 2013 2012 2011 2010 2009
EARNINGS:
Income before income taxes | $ 292864 $ 196,235 $ 363,745 $ 285,774 $ 385,488

Add (deduct):
Equity in earnings of unconsolidated

entities (132,714 (92,867 (82,538 (98,074 (90,732
Distributions from unconsolidated entiti 127,929 84,884 92,231 100,845 91,587
Amortization of capitalized intere 4,638 1,676 1,109 867 497
Income attributable to noncontrolling
interests

in subsidiaries that do not have fixed
charges (5,651 (25,709 (22,004 (21,938 (20,333

287,066 164,219 352,543 267,474 366,507
Add fixed charges

Consolidated interest expense 98,811 86,745 118,201 116,810 126,209
Interest portion (1/3) of consolidated re

expenst 52,485 57,594 52,455 51,244 49,553

$ 438,362 $ 308558 $ 523,199 $ 435528 $ 542,269

FIXED CHARGES:

Consolidated interest expense $ 98811 $ 86,745 $ 118,201 $ 116,810 $ 126,209
Capitalized interes 22,206 21,369 14,321 4,825 3,850
Interest portion (1/3) of consolidated

rent expens 52,485 57,594 52,455 51,244 49,553

$ 173502 $ 165,708 $ 184,977 $ 172,879 $ 179,612
RATIO OF EARNINGS TO FIXED

CHARGES 2.53 1.86 2.83 2.52 3.02
Tax-effected preferred dividenc $ 78 % 78 $ 71 % 7% % 78
Fixed charge 173,502 165,708 184,977 172,879 179,612

Fixed charges and preferred divider $ 173,580 $ 165,78¢ $ 185048 $ 172954 $ 179,690
RATIO OF EARNINGS TO FIXED
CHARGES
AND PREFERRED DIVIDENDS 2.53 1.86 2.83 2.52 3.02

(1) Includes no-cash charges related to losses on impairment &fréidlion in 2012 and $14.0 million in 200

Includes gain on sale of business and other egiscaet of $300.7 million in 2013 and loss on sdleusiness and other
exit costs, net of $21.1 million in 201

Includes gain on license sales and exchanges & %25illion in 2013 and $11.8 million in 201

Includes gain on investments of $14.5 million irl3@&nd $24.1 million in 2011 and loss on investmeit$3.7 million in
2012.

(2) Interest expense on income tax contingencies ifnohtded in fixed charges.
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Telephone and Data Systems, Inc.

Management’s Discussion and Analysis of Financial @dition
and Results of Operations

Telephone and Data Systems, Inc. (“TDS") is a diified telecommunications company providing higladiy
telecommunications services to approximately 4 laniwireless customers and 1.1 million wirelinedacable connections at
December 31, 2013. TDS conducts substantiallyfatsavireless operations through its 84%-ownedssdibry, United States
Cellular Corporation (“U.S. Cellular”). TDS prowd wireline services, cable services and hostedreamhged services
(“HMS”), through its wholly-owned subsidiary, TDSEcommunications Corporation (“TDS Telecom”).

TDS conducts printing and distribution servicestlyh its majority-owned subsidiary, Suttle-Strduos, (“Suttle-Straus”) and
provides wireless services through its wholly-owsabsidiary, Airadigm Communications, Inc. (“Airgdi”), a Wisconsin-
based service provider. At this time, Airadigm igtes independently from U.S. Cellular. Suttlea8¢rand Airadigm’s
financial results were not significant to TDS’ ogions for the year ended December 31, 2013 anelctiokly represent the
“Non-Reportable Segment.”

The following discussion and analysis should bel ieaconjunction with TDS’ audited consolidatedaitial statements and the
description of TDS’ business included in Item ttef TDS Annual Report on Form 10-K (“Form 10-K"Y fine year ended
December 31, 2013. The discussion and analysisic@u herein refers to consolidated data and seefiltperations, unless
otherwise noted.

OVERVIEW

The following is a summary of certain selected infation contained in the comprehensive Managem@&issussion and
Analysis of Financial Condition and Results of Cytiems that follows. The overview does not contdirof the information that
may be important. You should carefully read thérerflanagement’s Discussion and Analysis of Finan€ondition and
Results of Operations and not rely solely on theraew.

Previously, TDS had reported the following repoleagegments: U.S. Cellular, TDS Telecom’s incumbecal exchange
carrier (“ILEC”), its competitive local exchangerdar (“CLEC"), its HMS operations and the Non-Reable Segment. As a
result of recent acquisitions and changes in Th&tegy, operations and internal reporting, TDSreasaluated and changed
its operating segments during the year ended Deeefih 2013, which resulted in the following repbte segments: U.S.
Cellular, TDS Telecom’s Wireline, Cable and HMS @imns, and the Non-Reportable Segment. The Wigedegment
consists of the former ILEC and CLEC segments. Chble segment consists of Baja Broadband, LLCj@'Bawhich was
acquired in August 2013. The HMS segment remaicbamged. Periods presented for comparative pesposve been re-
presented to conform to this revised presentation.

U.S. Cellular

In its consolidated operating markets, U.S. Cellatves approximately 4.8 million customers irsg8es. As of December 31,
2013, U.S. Cellular's average penetration ratésiconsolidated operating markets was 15.0%. UeBul@r operates on a
customer satisfaction strategy, striving to meebareed customer needs by providing a comprehersinge of wireless
products and services, excellent customer supaoadta high-quality network. U.S. Cellular’s busseégvelopment strategy is
to obtain interests in and access to wireless diegiin its current operating markets and in ategtsare adjacent to or in close
proximity to its other wireless licenses, therelylding contiguous operating market areas withrgjrepectrum positions. U.S.
Cellular believes that the acquisition of additidi@enses within its current operating marketd withance its network capacity
to meet its customers’ increased demand for davdéces. U.S. Cellular anticipates that groupirsyaperations into market
areas will continue to provide it with certain eoaries in its capital and operating costs.

Financial and operating highlights in 2013 includieel following:

. On April 3, 2013, U.S. Cellular entered into anesgnent relating to St. Lawrence Seaway RSA CelRdatnership
(“NY1") and New York RSA 2 Cellular Partnership (" and, together with NY1, the “Partnerships”) wiCellco
Partnership d/b/a Verizon Wireless, which requlgei. Cellular to deconsolidate the Partnershipsthacdkafter account for
them as equity method investments (the “NY1 & NY&cDnsolidation”). In connection with the decondation, U.S.
Cellular recognized a non-cash pre-tax gain of Bh@llion which was recorded in Gain on investmentthe Consolidated
Statement of Operations. See Note 7 — Investniedaconsolidated Entities in the Notes to Consakd Financial
Statements for additional information regarding tinansaction.
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. On May 16, 2013, U.S. Cellular completed the séleustomers and certain PCS license spectrum in Ce8ular's
Chicago, central Illinois, St. Louis and certaindiana/Michigan/Ohio markets (“Divestiture Marketst Sprint Corp., fka
Sprint Nextel Corporation, for $480 million in cathe “Divestiture Transaction”). In connectiontiwthe sale, U.S.
Cellular recognized a pre-tax gain of $266.4 millishich was recorded in (Gain) loss on sale ofiress and other exit
costs, net in the Consolidated Statement of Omeraiti See Note 5 — Acquisitions, Divestitures archianges in the Notes
to Consolidated Financial Statements for additiamf@irmation regarding this transaction.

. On June 25, 2013, U.S. Cellular paid a special dasend of $5.75 per share, for an aggregate amnoiu$482.3 million,
to all holders of U.S. Cellular Common Shares aedeS A Common Shares as of June 11, 2013. C§4B2.3 million
paid, TDS received $407.1 million while noncontirail public shareholders received $75.2 million.

. On October 4, 2013, U.S. Cellular sold the majooityts Mississippi Valley non-operating marketditse (“unbuilt
license”) for $308.0 million. A pre-tax gain of 326 million was recorded in (Gain) loss on licerakes and exchanges in
the Consolidated Statement of Operations.

. In the fourth quarter of 2013, U.S. Cellular issimghlty reward points with a value of $43.5 mitlias a loyalty bonus in
recognition of the inconvenience experienced byasusrs during U.S. Cellular’'s recent billing systeamversion. The
loyalty bonus reduced Operating revenues in thesGlatated Statement of Operations and increasetb@es deposits and
deferred revenues in the Consolidated Balance Sheet

. Total consolidated customers were 4,774,000 at@bee 31, 2013, including 4,610,000 retail custon(@v8s of total).

The following operating information is presented @ore Markets. As used here, Core Markets is@dfas all consolidated
markets in which U.S. Cellular currently conduatsibess and, therefore, excludes the Divestiturk&ia and the NY1 & NY2
Deconsolidated Markets. Core Markets as definealiatdudes any other income or expenses due toCkelular’s direct or
indirect ownership interests in other spectrunhm Divestiture Markets which was not included ie Bivestiture Transaction
and other retained assets from the Divestiture ®tark

. Retail customer net losses were 215,000 in 2013e0ad to net additions of 32,000 in 2012. In thetpaid category,
there were net losses of 217,000 in 2013, comparadt losses of 92,000 in 2012. Prepaid net iditwere 2,000 in
2013 compared to net additions of 124,000 in 2012.

. Postpaid customers comprised approximately 93%.8f Oellular’s retail customers as of December2813 and
December 31, 2012. The postpaid churn rate was 2213 and 1.5% in 2012. The prepaid churnwate 6.7% in 2013
and 5.2% in 2012.

. Billed average revenue per user (“ARPU") increase$50.82 in 2013 from $50.54 in 2012 reflectingraarease in
postpaid ARPU due to increases in smartphone amoptid corresponding revenues from data productseanvices, offset
by a decrease in prepaid ARPU. Service revenue A&Rlteased to $57.66 in 2013 from $58.49 in 202mtimarily to
decreases in inbound roaming and eligible telecomications carriers (‘ETC”) revenues. The specisilizsce of loyalty
rewards points in the fourth quarter of 2013 negdyiimpacted both billed ARPU and service reveA&PU by $0.73 in
2013.

. Postpaid customers on smartphone service plansased to 51% as of December 31, 2013 comparedtmdlof
December 31, 2012. In addition, smartphones reptede&9% of all devices sold in 2013 compared & %6 2012.

The following financial information is presented 1d.S. Cellular consolidated results:

. Retail service revenues of $3,165.5 million deceda®382.5 million year-over-year, due to a decr@d$4.9,000 in the
average number of customers (including approxirgeigD,000 due to the reductions caused by the Bives Transaction
and NY1 & NY2 Deconsolidation).

. Total additions to Property, plant and equipmentan&¥ 37.5 million, including expenditures to depfourth generation
Long-Term Evolution (“4G LTE") equipment, construall sites, increase capacity in existing cetsiand switches, outfit
new and remodel existing retail stores, develop bifimg and other customer management relatecesystand platforms,
and enhance existing office systems. Total cedksit service decreased 13% year-over-year to Gfittarily as a result
of the NY1 & NY2 Deconsolidation and the deactivatbdf certain cell sites in the Divestiture Markets
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. Operating income decreased $9.8 million, or 694146.9 million in 2013 from $156.7 million in 201&flecting lower
service revenues as discussed above as well asildveeind roaming revenues, higher equipment sidsahd accelerated
depreciation related to the Divestiture Transactidre impacts of these items were offset by lowssrating expenses in
other categories and gains related to sales dbivestiture Markets and spectrum licenses. Sediaddl discussion below
in “Results of Operations — U.S. Cellular”.

U.S. Cellular anticipates that future results Wwél affected by the following factors:
. Impacts of selling Apple iPhone products;
. Relative ability to attract and retain customera itcompetitive marketplace in a cost effective nesnn

. Effects of industry competition on service and pquént pricing as well as the impacts associateld thié expanding
presence of carriers and other retailers offerag priced, unlimited prepaid service;

. Expanded distribution of products and servicesirdtparty national retailers;

. Potential increases in prepaid customers, who génerenerate lower ARPU and higher churn, as ageage of U.S.
Cellular's customer base in response to changesstomer preferences and industry dynamics;

. The nature and rate of growth in the wireless itrgusequiring U.S. Cellular to grow revenues priityafrom selling
additional products and services to its existingt@mers, increasing the number of multi-device siaamong its existing
customers, increasing the use of data productsamites and attracting wireless customers switgchiom other wireless
carriers;

. Continued growth in revenues and costs relatedta products and services and declines in revenomsvoice services;

. Rapid growth in the demand for new data devicessamdces which may result in increased cost ofpggant sold and
other operating expenses and the need for additionsstment in network capacity and enhancements;

. Further consolidation among carriers in the wirgl@slustry, which could result in increased contjmatifor customers
and/or cause roaming revenues to decline;

. Uncertainty related to various rulemaking procegsdinonder way at the Federal Communications ComomgsFCC”);
. The ability to negotiate satisfactory 4G LTE daiaming agreements with other wireless operators;

. U.S. Cellular completed the migration of its custseto a new Billing and Operational Support Syst&vOSS”) in the
third quarter of 2013. This conversion causedrglidelays, which were largely resolved in the fowtarter of 2013. In
addition, intermittent system outages and delaystes response times negatively impacted custoereice and sales
operations at certain times. Continuing operatipmablems associated with the conversion to the Iniimg system could
have adverse effects on U.S. Cellular's busingsar@as such as overall customer satisfactionpeustattrition,
uncollectible accounts receivable, gross custordditians, or operating expenses). All of thesedesccould have a
material adverse effect on U.S. Cellular’s resofteperations or cash flows; and

. On August 14, 2013 U.S. Cellular entered into anitefe agreement to sell the majority of its Sauis area unbuilt
license for $92.3 million. The sale will resultan estimated pre-tax gain of $76.2 million. Thasaction is subject to
regulatory approval and is expected to close irfiteequarter of 2014 at which time, the gain ateswill be recorded. In
accordance with GAAP, the book value of the licemas been accounted for and disclosed as “helsitet in the
Consolidated Balance Sheet at December 31, 2013.

See “Results of Operations — U.S. Cellular.”
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TDS Telecom

The Wireline and Cable segments seek to be thenpeef telecommunications solutions providers irir ttlegosen markets
serving both residential and commercial customgrddveloping and delivering high-quality produdtattmeet or exceed
customers’ needs and to outperform the competitjomaintaining superior customer service. TDS Tate@rovides
broadband, voice, and video services to residectistomers through value-added bundling of produ€te commercial focus
is to provide advanced IP-based voice and datacesrto small to medium sized businesses. The Héiffhent provides
colocation, dedicated hosting, hosted applicatiamagement, cloud computing services and plannimgineering,
procurement, installation, sales and managemenfafmation Technology (“IT”) infrastructure hardveasolutions.

On October 4, 2013, TDS acquired 100% of the ontbitey shares of MSN Communications, Inc. (“MSN”) $#3.6 million in
cash. The operations of MSN are included in theSBd¢gment since the date of acquisition.

On August 1, 2013, TDS Telecom acquired substaytidlof the assets of Baja Broadband, LLC (“Baj&dr $264.1 million in

cash. Baja operates in markets primarily in Coloradew Mexico, Texas, and Utah. The operatiorBayé are included in the

Cable segment since the date of acquisition.

TDS Telecom acquired Vital Support Systems, LLCit&V) in June 2012 and OneNeck IT Services Corpora(“OneNeck IT

Services”) in July 2011. The operations of VitaaDneNeck IT Services are included in the HMS sagmince their

respective dates of acquisition.

All of these acquisitions impact the comparabitifyTDS Telecom operating results.

Financial and operating highlights in 2013 includieel following:

. Operating revenues increased $92.5 million or 14%947.0 million in 2013. The increase was dumagrily to $100.1
million from acquisitions of Vital in June 2012, jBdan August 2013 and MSN in October 2013, pastiafifset by a
decrease in revenues due to declines in Wirelimaections and a decline in Wireline wholesale reesn

. Operating expenses increased $88.4 million or 1A %902.2 million in 2013 due primarily to $101.2lliloh from the
acquisitions noted above, partially offset by ardase in Wireline expenses.

. Additions to Property, plant and equipment tote$884.9 million in 2013 including strategic investmé increased
network capabilities for broadband services, HMBamsion, IPTV expansion, and software tools thatrove management
of the network and support sales and customercgeprocesses.

TDS anticipates that TDS Telecom'’s future resultslve affected by the following factors:

. Continued increases in competition from wireless atfer wireline providers, cable providers, artht®logies such as
VolP, DOCSIS 3.0 and fourth generation (“4G") mektiéchnology;

. Continued increases in consumer data usage anchdefiorahigh-speed data services;
. Continued declines in Wireline voice connections;

. Continued focus on customer retention programéuydieg discounting for “triple-play” bundles inclirdy voice,
broadband and video or satellite video;

. The expansion of IPTV into additional market areas;

. Continued growth in hosted and managed serviceshahay result in the need for additional investmermtata centers;

. Continued focus on cost-reduction initiatives tigloyroduct and service cost improvements and psogffisiencies;
. The Federal government’s disbursement of Broadl&imaulus Funds to bring broadband to rural custemer

. The National Broadband Plan and other rulemakinthby=CC, including uncertainty related to futuwading from the
Universal Service Fund (“USF”), broadband requiratagintercarrier compensation and changes inssagform;
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. Impacts of the Baja and MSN transactions, including not limited to, the ability to successfulhtégrate and operate
these businesses and the financial impacts of tsankactions; and

. Potential acquisitions or divestitures by TDS and/DS Telecom of wireline, cable, HMS, or other inesses.

See “Results of Operations—TDS Telecom.”

Pro Forma Financial Information

Refer to TDS’ Form 8-K filed on February 26, 204 pro forma financial information related to thes&stiture Transaction
and the NY1 & NY2 Deconsolidation for the three awedlve months ended December 31, 2013, as ifrimsactions had
occurred at the beginning of the respective peridgslso refer to TDS’ Form 8-K filed on May 3, 201& pro forma financial
information related to the Divestiture Transactéom the NY1 & NY2 Deconsolidation for the twelve mtilos ended December
31, 2012.

REGULATORY DEVELOPMENTS
FCC Reform Order

In 2011, the FCC released an order (“Reform Ordex"jeform its universal service and intercardgempensation mechanisms;
establish a new, broadband-focused support mechaairsd propose further rules to advance reformpeags of the Reform
Order were consolidated and argued in the U.S. t@éukppeals for the 18 Circuit on November 19, 2013, with a decision
anticipated in 2014.

There have been no significant changes to the Refander since December 31, 2012 that are expectadversely affect U.S.
Cellular or TDS Telecom. U.S. Cellular and TDSelbeim cannot predict the outcome of the consolidapgeals referred to
above or any future rulemaking, reconsideratiotegal challenges and, as a consequence, the impatitsuch potential
developments may have on U.S. Cellular's or TDS®@@in's business, financial condition or resultsperations.

FCC Interoperability Order

On October 25, 2013, the FCC adopted a Report addr@nd Order of Proposed Modification confirmagoluntary industry
agreement on interoperability in the Lower 700 Miectrum band. The FCC’s Report and Order lays ooadmap for the
voluntary commitments of AT&T and DISH Network Cormation (“DISH”) to become fully binding under agrdatory
framework which will require the FCC to take addlital actions proposed to be completed by thedinatter of 2014. Pursuant
to this voluntary agreement, AT&T will begin incamating changes in its network and devices thdtfester interoperability
across all paired spectrum blocks in the Lower MB{z Band, collectively comprising “Band 12" undéetstandards of the'3
Generation Partnership Project (“3GPP”). AT&T adgpeed to support LTE roaming on its networkscaoriers with
compatible Band 12 devices, consistent with the B@@es on roaming. As outlined in its voluntagmmitment, AT&T will
be implementing the foregoing changes in phasesngfavith network software enhancement taking elpossibly through the
third quarter of 2015 with its Band 12 device mllt to follow. In addition the FCC has adoptedrdes in its technical rules
for certain unpaired spectrum licensed to AT&T &18H in the Lower 700 MHz band to enhance prospictsower 700
MHz interoperability. AT&T'’s network and devicearcently only interoperate across two of the thyaied blocks in the
Lower 700 MHz band. U.S. Cellular’'s LTE deploymetarried out in conjunction with its partner, i§iStreet Wireless,
utilizes spectrum in all three of these blocks aodsequently was not interoperable with the AT&Rfeguration. U.S. Cellular
believes that the FCC action will broaden the estesy of devices available to U.S. Cellular's custtsrover time.
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RESULTS OF OPERATIONS—CONSOLIDATED

Increase/ Percentagt Increase/ Percentagt
Year Ended December 31 2013 (Decrease) Change 2012 (Decrease) Change 2011
(Dollars in thousands, except per share amount:
Operating revenues
U.S. Cellular $ 3,918,83t $ (533,248) (12)% $ 4,452,084 $ 108,73¢ 3% $ 4,343,34¢
TDS Telecornr 947,003 92,497 11% 854,50€ 39,118 5% 815,388
All other (1) 35,397 (3,290) (9)% 38,687 16,950 78% 21,737
Total operating revenu¢  4,901,23¢ (444,041) (8)%  5,345,27i 164,80€ 3% 5,180,471
Operating expense:
U.S. Cellular 3,771,971  (523,457) (12)%  4,295,42¢ 232,862 6% 4,062,56¢
TDS Telecon 902,171 88,407 11% 813,764 97,027 14% 716,737
All other (1) (8,265) (60,487) >(100 52,222 13,556 35% 38,666
Total operating expens: 4,665,877  (495,537) (10)%  5,161,41¢ 343,44F 7%  4,817,96¢
Operating income (loss;
U.S. Cellular 146,865 (9,791) (6)% 156,65€ (124,124 (44)% 280,78C
TDS Telecornr 44,832 4,090 10% 40,742 (57,909) (59)% 98,651
All other (1) 43,662 57,197 >10(C (13,535) 3,394 20% (16,929)
Total operating incom 235,35¢ 51,496 28% 183,862 (178,639 (49)% 362,502
Other income (expenses
Equity in earnings of
unconsolidated entitie 132,714 39,847 43% 92,867 10,329 13% 82,538
Interest and dividend
income 9,092 (156) (2)% 9,248 103 1% 9,145
Gain (loss) on investmen 14,547 18,265 >10( (3,718) (27,821) >(100 24,103
Interest expens (98,811) 12,066 14% (86,745) (31,456) (27%  (118,201)
Other, ne (37) (757) >(100 720 (2,938) (80)% 3,658
Total other income
(expenses 57,505 45,133 >100% 12,372 11,129 >100% 1,243
Income before income taxe 292,864 96,629 49% 196,23¢E (167,510) (46)% 363,745
Income tax expens 126,043 52,461 71% 73,582 (39,921) (35)% 113,508
Net income 166,821 44,168 36% 122,652 (127,589 (51)% 250,242
Less: Net income
attributable
to noncontrolling interes
net of tax 24,894 (15,898) (39)% 40,792 (8,884) (18)% 49,676
Net income attributable to
TDS shareholders 141,927 60,066 73% 81,861 (118,705) (59)% 200,56¢€
Preferred dividend
requiremen (49) (1) (2)% (50) - - (50)
Net income available tc
common shareholders $ 141,87€ $ 60,067 73% $ 81,811 $ (118,705 (59)% $ 200,51€
Basic earnings per share
attributable to
TDS shareholders $ 131 $ 0.56 5% $ 0.75 $ (1.10 59)% $ 1.85
Diluted earnings per share
attributable to
TDS shareholders $ 129 $ 0.54 2% $ 0.75 $ (1.08 59)% $ 1.83

N/M - Percentage change not meaning
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(1) Consists of Non-Reportable Segment, corporate tipasaand intercompany eliminations between U.Slue, TDS
Telecom, the Non-Reportable Segment and corpopeations. TDS recognized an incremental gain 8f%hillion
compared to U.S. Cellular upon closing of the Diiege Transaction as a result of lower asset liadise assets
disposed.

Operating Revenues and Expenses

See “Results of Operations — U.S. Cellular” ands&ies of Operations — TDS Telecom” below for fasttat affected
Operating revenues and expenses.

Equity in earnings of unconsolidated entities

Equity in earnings of unconsolidated entities repris TDS’ share of net income from entities inalutit has a noncontrolling
interest and that are accounted for by the equéthod. TDS generally follows the equity method af@unting for
unconsolidated entities in which its ownershipiiesgt is less than or equal to 50% but equals ceexde 20% for corporations
and 3% for partnerships and limited liability comp@ss, or for unconsolidated entities in which wenership is greater than 50%
but TDS does not have a controlling financial ingtr

TDS' investment in the Los Angeles SMSA Limited fRarship (“LA Partnership”) contributed $78.4 nofi, $67.2 million and
$55.3 million to Equity in earnings of unconsoligdtentities in 2013, 2012 and 2011, respective}s Teceived cash
distributions from the LA Partnership of $71.5 ioifl in 2013 and $66.0 million in 2012 and 2011.

On April 3, 2013, TDS deconsolidated the NY1 & NFPartnerships and began reporting them as equitigadehvestments in
its consolidated financial statements as of thed.din 2013, TDS’ investment in the NY1 & NY2 Reetships contributed
$24.7 million to Equity in earnings of unconsoligdtentities subsequent to their deconsolidationaidounts were included in
2012 or 2011 because the NY1 & NY2 Partnershipgwensolidated in those years. Distributions fromNY1 & NY2
Partnerships of $29.4 million in 2013, after theatesolidation on April 1, 2013, are included in filsutions from
unconsolidated entities on the Consolidated StateéwfeCash Flows.

Gain (loss) on investments

In connection with the deconsolidation of the NYIN¥ 2 Partnerships, TDS recognized a non-cash preda of $14.5
million which was recorded in Gain (loss) on investts in 2013. See Note 7 — Investments in Uncateteld Entities for
additional information.

Loss on investment in 2012 includes a provisiorldss of $3.7 million related to a note receivadoel preferred stock acquired
by U.S. Cellular in connection with an acquisitiorl998. Gain on investment in 2011 includes a g&i$12.7 million from
TDS' acquisition of 63% of Airadigm in Septemberl20and a $13.4 million gain recorded as a resudidpdsting the carrying
value of a pre-existing noncontrolling interest¥drich U.S. Cellular purchased the remaining irgeie May 2011, as more
fully described in Note 5 — Acquisitions, Divestiéis and Exchanges in the Notes to ConsolidatedhEialeStatements.

Interest expense

Interest expense increased $12.1 million due pilyntar the issuance of TDS’ 5.875% Senior Notedlavember 2012 for
$195.0 million. This amount was partially offsetduy increase in capitalized interest during 20IBS recorded $15.4 million
in interest expense to write-off unamortized debtiance costs related to TDS’ $282.5 million, 7%8hior Notes, and U.S.
Cellular's $330 million, 7.5% Senior Notes, rededma May 2, 2011 and June 20, 2011, respectivéig.inpact of these
write-offs in 2011, along with lower effective imésst rates on long-term debt and an increase iitatiapd interest for multi-
year projects during 2012, resulted in the year-gear decrease of $31.5 million expense from 2012012.

Income tax expense

The effective tax rates on Income before incomesand extraordinary items (“pre-tax income”) f6d.2, 2012 and 2011 were
43.0%, 37.5% and 31.2%, respectively. The follgndignificant discrete and other items impactedine tax expense for
these years:

2013 — Includes tax expense of $14.9 million relatethe NY1 & NY2 Deconsolidation and the Divasté Transaction, and a
tax benefit of $5.5 million resulting from statwi€limitation expirations.
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2012 — Includes tax benefits of $11.3 million reisig from statute of limitation expirations and $@nillion resulting from
corrections relating to prior periods, offset by éxpense of $1.3 million related to state incomeaudits and tax expense
associated with increases to state deferred tat eakiation allowances of $5.2 million.

2011 — Includes a tax benefit of $26.9 million iéisg from state tax law changes, a tax benefs@D million resulting from
statute of limitation expirations and tax expens$&0 million resulting from correction of partséip tax basis relating to a
prior period.

See Note 3 — Income Taxes in the Notes to Condelildginancial Statements for further informatiortioa effective tax rate.
Net income attributable to noncontrolling interests net of tax
Net income attributable to noncontrolling interesist of tax includes the noncontrolling public felders’ share of U.S.

Cellular's net income, the noncontrolling shareleodd or partners’ share of certain U.S. Celluldrsidiaries’ net income or loss
and other TDS noncontrolling interests.

Year Ended December 31 2013 2012 2011
(Dollars in thousands)
Net income attributable to noncontrolling interewdt of tax

U.S. Cellulai
Noncontrolling public sharehold¢ $ 21,775 $ 18,431 % 28,934
Noncontrolling shareholde’ or partner’ (1) 3,119 22,361 20,742

$ 24,894 $ 40,792 % 49,676

(1) The large decrease in 2013 is primarily due tcetivaination of the noncontrolling interest as autesf the NY1 & NY2
Deconsolidation on April 3, 201




Table of Contents

RESULTS OF OPERATIONS — U.S. CELLULAR

TDS provides wireless telephone service through Gedlular, an 84%-owned subsidiary. U.S. Cell@ans, manages and
invests in wireless markets throughout the Unitedes.

Summary Operating Data for U.S. Cellular Consolidaed Markets
Following is a table of summarized operating dataf.S. Cellular's Consolidated Markets. ConsokdbMarkets herein refers

to markets which U.S. Cellular currently consoletgator previously consolidated in the periods presk and is not adjusted in
prior periods presented for subsequent divestitorefeconsolidations. Unless otherwise noted, égueported in Results of

Operations are representative of consolidatedte:

As of or for the Year Ended December 31 2013 2012 2011
Retail Customers
Postpaid
Total at end of perio 4,267,00( 5,134,00( 5,302,00(
Gross addition 697,00C 880,00C 836,00C
Net additions (losse! (325,000 (165,000) (127,000)
ARPU(1) 54.31 54.32 52.20
Churn rate(2 1.8% 1.7% 1.5%
Smartphone penetration(3)( 50.8% 41.8% 30.5%
Prepaid
Total at end of perio 343,00C 423,00C 306,00C
Gross addition 309,00C 368,00C 228,00C
Net additions (losse! (21,000) 118,00C (8,000)
ARPU(1) 31.44 33.26 33.42
Churn rate(2 7.0% 6.0% 6.6%
Total customers at end of perioc 4,774,00( 5,798,00( 5,891,00(C
Billed ARPU(1) 50.73 50.81 48.63
Service revenue ARPU(1 57.61 58.70 56.54
Smartphones sold as a percent of total devices s¢ 68.4% 55.8% 44.0%
Total Population
Consolidated markets(! 58,013,00( 93,244,00( 91,965,00(
Consolidated operating markets 31,759,00( 46,966,00( 46,888,00(
Market penetration at end of period
Consolidated markets(! 8.2% 6.2% 6.4%
Consolidated operating markets 15.0% 12.3% 12.6%
Capital expenditures (000s 737,501 836,74¢ 782,52€
Total cell sites in service 6,975 8,028 7,882
Owned towers in service 4,448 4,408 4,311

Summary Operating Data for U.S. Cellular Core Markets

Following is a table of summarized operating dataf.S. Cellular's Core Markets (which excludesBinestiture Markets and
NY1 and NY2 markets) as of or for the year endeddbaber 31, 2013 or 201

As of or for the Year Ended December 31 2013 2012
Retail Customers
Postpaid
Total at end of perio 4,267,00( 4,496,00(
Gross addition 682,00C 746,00C
Net additions (losse! (217,000) (92,000)
ARPU(1) $ 54.23 $ 53.65
Churn rate(2 1.7 % 1.5%
Smartphone penetration(3)( 508 % 41.1%
Prepaid
Total at end of perio 343,00C 342,00C
Gross addition 295,00C 288,00C
Net additions (losse! 2,000 124,00C
ARPU(1) $ 31.45 $ 32.98

Churn rate(2 6.7 % 5.2%



Total customers at end of perioc
Billed ARPU (1)
Service revenue ARPU(1
Smartphones sold as a percent of total devices sc
Total Population
Consolidated markets(!
Consolidated operating markets
Market penetration at end of period
Consolidated markets(!
Consolidated operating markets
Capital expenditures (000s
Total cell sites in service
Owned towers in service

© &

4,774,00(
50.82
57.66

68.6

58,013,00(
31,759,00(

8.2
15.0
735,082
6,161
3,913

%

%
%

$

5,022,00(
50.54
58.49

56.1%

83,384,00(
31,445,00(

6.0%

16.0%
768,884
6,130
3,847
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1)

(2)

(3)

(4)
()

(6)

ARPU metrics are calculated by dividing a revenasebby an average number of customers by the nushbeonths in
the period. These revenue bases and customergtiomsl are shown below:

a. Postpaid ARPU consists of total postpaid servisemaes and postpaid customers.

b. Prepaid ARPU consists of total prepaid service maes and prepaid customers.

C. Billed ARPU consists of total postpaid, prepaid aeskller service revenues and postpaid, prepaideseller
customers.

d. Service revenue ARPU consists of total retail f®rvevenues, inbound roaming and other servicentmgeand
postpaid, prepaid and reseller customers.

Churn metrics represent the percentage of the pigstp prepaid customers that disconnects senéck month. These
metrics represent the average monthly postpaidegrgid churn rate for each respective period.

Smartphones represent wireless devices which rianodndroid, Apple, BlackBerry or Windows Mobile enating
system, excluding tablets.

Smartphone penetration is calculated by dividingtpaid smartphone customers by total postpaid mestn

Used only to calculate market penetration of cddatéd and core markets and consolidated and @aeting markets,
respectively. See footnote (6) below.

Market penetration is calculated by dividing thenier of wireless customers at the end of the pdnothe total

population of consolidated and core markets and@aated and core operating markets, respectieslymated by
Claritas.

10
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Components of Operating Income

Year Ended Increase/ Percentagt Increase/ Percentagt

December 31, 2013 (Decrease) Change 2012 (Decrease) Change 2011

(Dollars in thousands)

Retail service $ 3,165,49¢ $ (382,483, (11)% $ 3,547,97¢ $ 61,457 2% $ 3,486,52:

Inbound roaming 263,18€ (85,531) (25)% 348,717 408 N/M 348,30¢

Other 166,091 (36,069) (18)% 202,16C (16,806) (8)% 218,96€
Service revenue 3,594,77: (504,083 (12)% 4,098,85¢ 45,059 1% 4,053,791

Equipment sale 324,063 (29,165) 8)% 353,22¢ 63,679 22% 289,54¢
Total operating revenus 3,918,83¢ (533,248 (12)% 4,452,084 108,73¢ 3% 4,343,34¢

System operations (excluding
Depreciation, amortization

and accretion reported belo 763,43E (183,370; (19)% 946,80t 17,426 2% 929,37¢
Cost of equipment sol 999,00C 63,053 7% 935,947 144,14k 18% 791,802
Selling, general and

administrative 1,677,39¢ (87,538) 5)% 1,764,93: (4,768) N/M 1,769,701
Depreciation, amortization

and accretiol 803,781 195,14¢ 32% 608,632 35,076 6% 573,557
(Gain) loss on asset disposals, 30,606 (12,518) (69)% 18,088 (8,199) (83)% 9,889
(Gain) loss on sale of business

and other exit costs, n (246,767, 267,78¢ >10C 21,022 (21,022) N/M -
(Gain) loss on license sales and

exchange (255,479} 255,47¢ N/M - (11,762) N/M (11,762)

Total operating expens: 3,771,971 (523,457, (12)% 4,295,42¢ 232,862 6% 4,062,56¢

Operating incom $ 146,86 $ (9,791) 6)% $ 156,65€ $ (124,124 (44)% $  280,78C

N/M - Percentage change not meaniny
Operating Revenues

Service revenues

Service revenues consist primarily of: (i) charfpFsaccess, airtime, roaming, recovery of regulatmsts and valueadded

services, including data products and servicesjiged to U.S. Cellular’s retail customers and td esers through third-party
resellers (“retail service”); (ii) charges to othvw@reless carriers whose customers use U.S. Celuldreless systems when
roaming, including long-distance roaming (“inbowedming”); and (iii) amounts received from the Fed& SF.

Retail service revenues

Retail service revenues decreased by $382.5 milinhi1%, to $3,165.5 million due primarily to acdease in U.S. Cellular's
average customer base (including the reductionsethliy the Divestiture Transaction and NY1 & NYZbesolidation) and a
slight decrease in billed ARPU. In 2012, retailvige revenues increased by $61.5 million, or 2843,548.0 million due
primarily to the impact of an increase in billed RB, partially offset by a decrease in U.S. Cellslaverage customer base.

In the fourth quarter of 2013, U.S. Cellular isslmghlty reward points with a value of $43.5 miliias a loyalty bonus in
recognition of the inconvenience experienced byasusrs during U.S. Cellular’s recent billing systeanversion. The value of
the loyalty bonus reduced Operating revenues itCthiesolidated Statement of Operations and incre@sstbmer deposits and
deferred revenues in the Consolidated Balance Sheet

Billed ARPU of $50.73 in 2013 was relatively flaimpared to $50.81 in 2012. The special issuant®yafty rewards points in
the fourth quarter of 2013 negatively impactedeilARPU by $0.70 in 2013, which was partially offgg an increase in
smartphone adoption and corresponding revenuesdedenproducts and services. The increase in bARBU in 2012 from
$48.63 in 2011 also reflects the impact of a lapyetion of the customer base using smartphoneshwdrives incremental data
access revenue.

U.S. Cellular expects continued pressure on reveimuthe foreseeable future due to industry cortipatfor customers and
related effects on pricing of service plan offesraffset to some degree by continued adoption afrgthones and data usage.
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Inbound roaming revenues

Inbound roaming revenues decreased by $85.5 miipB5% in 2013 to $263.2 million. The decreases due primarily to
lower rates ($47.9 million) and the impacts of Bieestiture Transaction and NY1 & NY2 Deconsolidati($37.6 million).
Data volume increased year-over year but the imgiittis increase was offset by the combined ingpattower volume for
voice and lower rates for both data and voice. déaine in roaming revenues was offset by a deglimroaming expense also
due to lower rates. U.S. Cellular expects conting®wth in data volume but also expects that éivemue impact of this
growth will be offset by the impacts of decreasedata rates and voice volume.

Inbound roaming revenues of $348.7 million wereifia2012 compared to 2011 as higher data revemefiscting significantly
higher volumes but lower negotiated rates, wersetfiby lower voice revenues, reflecting both lowgumes and rates.

Other revenues

Other revenues decreased by $36.1 million, or IiB%013 compared to 2012. In 2012, Other reveneesedised by $16.8
million, or 8%. The decreases in both years agegtimarily to decreases in ETC support.

Pursuant to the FCC’s Reform Order (See “OvervigWCE Reform Order”), U.S. Cellular's current ET(ppurt is being
phased down at the rate of 20% per year beginnilygl] 2012. If the Phase Il Mobility Fund is ragerational by July 2014,
the phase down will halt at that time and U.S. @eatlwill continue to receive 60% of its baselingport until the Phase I
Mobility Fund is operational.

At this time, U.S. Cellular cannot predict the effect of the FCC’s changes to the USF high cogpstt program in the
Reform Order. Accordingly, U.S. Cellular cannoggict whether such changes will have a materiatestveffect on U.S.
Cellular’'s business, financial condition or reswaf®perations.

Equipment sales revenues

Equipment sales revenues include revenues frors séleireless devices and related accessoriestlortw and existing
customers, as well as revenues from sales of wBalevices and accessories to agents. All Equipsades revenues are
recorded net of rebates.

U.S. Cellular offers a competitive portfolio of diywireless devices to both new and existing oastrs. U.S. Cellular’s
customer acquisition and retention efforts incloffering new wireless devices to customers at digted prices; in addition,
customers on currently offered rate plans receaiyalty reward points that may be used to purchasanawireless device or
accelerate the timing of a customer’s eligibility & wireless device upgrade at promotional pricthg. Cellular also continues
to sell wireless devices to agents including naiaatailers; this practice enables U.S. Cellubgpriovide better control over the
quality of wireless devices sold to its customesdablish roaming preferences and earn quantitpdigs from wireless device
manufacturers which are passed along to agentethedretailers.

The decrease in 2013 equipment sales revenue9d #2llion, or 8%, to $324.1 million was driveniparily by selling fewer
devices, partially due to the Divestiture Trangacti Declines in volume were offset by an increafsE2.0% in average revenue
per device. The increase in 2012 equipment salenoes of $63.7 million, or 22%, to $353.2 milliwas driven primarily by a
17% increase in average revenue per wireless dewldean increase in equipment activation fees atss a factor. Average
revenue per wireless device sold increased in Yedins due to a continued shift in customer prefarda higher priced
smartphones.

Operating Expenses
System operations expenses (excluding Depreciatanortization and accretion)
System operations expenses (excluding Depreciaiooytization and accretion) include charges freladommunications

service providers for U.S. Cellular's customers a$ their facilities, costs related to local im@nnection to the wireline
network, charges for cell site rent and maintenanidé.S. Cellular’'s network, long-distance chargashound roaming

expenses and payments to thipdrty data product and platform developers.

System operations expenses decreased $183.4 mdlid®%, to $763.4 million in 2013 and increas&d.8 million, or 2%, to
$946.8 million in 2012. Key components of the clgnges in System operations expenses were awsollo

12




Table of Contents

. Expenses incurred when U.S. Cellular's customeszd other carriers’ networks while roaming decre&&t1 million, or
27%, in 2013 and $11.1 million, or 4%, in 2012, guenarily to lower rates and the impacts of thed3titure Transaction and
NY1 & NY2 Deconsolidation. For both years, datami@g usage increased; however, the impact of ttreése was more
than offset by lower rates for both data and veioe lower voice volume.

. Maintenance, utility and cell site expenses dee@&61.6 million, or 15%, in 2013 and increased 4aillion, or 6%, in
2012. The decrease in 2013 is driven primarilynhyacts of the Divestiture Transaction and redustin expenses related to
3G equipment support and network costs, offsehbgeases in charges related to 4G LTE equipmenthetwebrk costs. The
increase in 2012 is driven primarily by an increiaséne number of cell sites within U.S. Cellulanstwork and costs related
to the deployment and operation of LTE networks.

. Customer usage expenses decreased by $57.7 nillia8%, in 2013, and increased by $4.1 millionl%r, in 2012. The
decrease in 2013 is driven by impacts of the Dittgst Transaction and decreases in intercarriengelsaas a result of the
FCC's Reform Order and certain data costs, partidfset by increases due to network costs for 4&.L The increase in
2012 is due primarily to an increase in data caparid usage, offset by a decline in voice usagesdisas reduced intercarrier
compensation expenses as a result of the FCC'srRé&doder.

U.S. Cellular expects system operations expens@stease in the future to support the continueadvgin in cell sites and other
network facilities as it continues to add capaatyhance quality and deploy new technologies akasdb support increases in
total customer usage, particularly data usage. ddew these increases are expected to be offsetiie extent by cost savings
generated by shifting data traffic to the 4G LTEwxwk from the 3G network.

Cost of equipment sold

Cost of equipment sold increased $63.1 million{%r, in 2013 and $144.1 million, or 18% in 2012bbth years, the increase
was driven primarily by an increase in the averaag per wireless device sold (33% in 2013 and 82012). Average cost
per device sold increased due to general custoraérgnce for higher priced 4G LTE smartphoneduiting the introduction
of Apple products in the fourth quarter of 2018.2013, total devices sold decreased by 18% plgrdak to the Divestiture
Transaction; in 2012, total devices sold incredse%.

U.S. Cellular's loss on equipment, defined as emeipt sales revenues less cost of equipment so&d$@/24.9 million, $582.7
million and $502.3 million for 2013, 2012 and 20tdspectively. U.S. Cellular expects loss on eqeiptiio continue to be a
significant cost in the foreseeable future as wssglcarriers continue to use device pricing asanmef competitive
differentiation. In addition, U.S. Cellular expeatsreasing sales of data centric wireless dewizessult in higher equipment
subsidies over time; these devices generally hagleehpurchase costs which cannot be recoveredghrproportionately
higher selling prices to customers under the stahdantract/subsidy model the industry has operaitfdfor many years.
However, U.S. Cellular is beginning to offer nevugument pricing constructs such as device finantingffset a higher
proportion of increasing equipment costs.

Selling, general and administrative expenses

Selling, general and administrative expenses ircBalaries, commissions and expenses of field aaldsetail personnel and
facilities; telesales department salaries and esgrragent commissions and related expenses; atepoarketing and
merchandise management; and advertising expes&#ing, general and administrative expenses aldode bad debts
expense, costs of operating customer care centdrsaporate expenses.

Selling, general and administrative expenses dsecehy $87.5 million to $1,677.4 million in 20134y $4.8 million to
$1,764.9 in 2012. Key components of the net chaimg&elling, general and administrative expense®\ws follows:

2013—

. Selling and marketing expenses decreased by $abidnnor 9%, primarily from lower commission exp&es, more cost-
effective advertising spending and reduced emplayekfacilities costs as a result of the Divestifiransaction.

. General and administrative expenses decreasedlh§ fillion, or 1%, driven by corporate cost contaent and reduction
initiatives and reduced spending as a result obDiliestiture Transaction, offset by costs assodiati¢h launching the new
billing system of $55.8 million and higher bad deexpense of $31.5 million due to higher custorneoants receivable
balances resulting from billing issues experieraftel the system conversion.
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2012—
. Selling and marketing expenses decreased by $a4i@nor 3%, primarily from more cost-effectiveleertising spending.

. General and administrative expenses increased®y $@llion, or 2%, driven by increases in bad debtpense, Federal
Universal Service Charge (“FUSC") expense and mooine tax expense. FUSC charges are assessesidmets and also
included in Service revenues.

Depreciation, amortization and accretion

Depreciation, amortization and accretion expenseased $195.1 million, or 32%, in 2013, and $38illion, or 6%, in 2012

due primarily to the acceleration of depreciatiamortization and accretion in the Divestiture MaskeThe impact of the

acceleration year over year was $158.5 millionda® The accelerated depreciation, amortizatiehaaeretion in the

Divestiture Markets is expected to conclude inftret quarter of 2014.

(Gain) loss on asset disposals, net

(Gain) loss on asset disposals, net was a l0s3@63$nillion in 2013 and $18.1 million in 2012 doemarily to losses resulting
from the write-off and disposals of certain netwadsets.

(Gain) loss on sale of business and other exit spsiet

(Gain) loss on sale of business and other exiscost was a gain of $246.8 million in 2013, priityarelated to the closing of
the Divestiture Transaction. The loss of $21.0iawilin 2012 was due primarily to employee seveearmsts and asset write-
offs in the Divestiture Markets, partially offset b $4.2 million gain resulting from the sale ofiseless market in March 2012.

(Gain) loss on license sales and exchanges

(Gain) loss on license sales and exchanges reduttedthe sale of the Mississippi Valley non-opargtmarket license for
$308.0 million, which resulted in a pre-tax gairs@50.6 million.
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RESULTS OF OPERATIONS—TDS TELECOM

TDS conducts its Wireline, Cable and HMS operatittmeugh TDS Telecom, a wholly-owned subsidiarhe Tollowing table
summarizes operating data for Wireline and Cabratmons:

As of December 31 2013 2012 2011
Wireline
Residential connection:
Voice (1) 352,10C 374,70C 399,30C
Broadband (2 227,00C 229,90C 230,60C
IPTV 13,800 7,900 4,600
Wireline residential connectiot 592,90C 612,50C 634,50C
Commercial connections
Voice (1) 218,40C 243,10C 271,70C
Broadband (2 27,100 29,700 32,800
managedIP (3 127,60C 94,600 53,500
Wireline commercial connectior 373,10C 367,40C 358,00C
Total Wireline connections 966,00C 979,90C 992,50C
Total residential revenue per connection $ 40.53 39.65 38.86
Residential broadband penetration 66 % 63% 60%
Cable
Cable connections
Video (6) 69,200
Broadband (7 61,000
Voice (7) 17,200
Cable connection 147,40C
Total residential revenue per connection $ 55.43

1)
(2)

3)
(4)
()
(6)

(7)

The individual circuit connecting a customer to TD8ecom'’s central office facilities.

The number of customers provided high-capacity dmtaiits via various technologies, including DSidadedicated

internet circuit technologie

The number of telephone handsets, data lines atrdriRs providing communications using IP netwogkiachnology.

Total residential revenue divided by the averagaher of total residential connectiol

Total number of broadband connections divided &l farimary residential connection

Generally, a home or business receiving video @mogning counts as one video connection. In couriirig residential
or commercial connections, such as an apartmeldibgior a hotel, connections are counted baseti@number of

units/rooms within the building receiving servi

Broadband and voice connections reflect billablmber of lines into a building for high speed datd &oice services,

respectively
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TDS Telecom Total (Wireline, Cable and HMS Operatios)
Components of Operating Income

Increase/ Percentagt Increase/ Percentage
Year Ended December 31, 2013 (Decrease) Change 2012 (Decrease) Change 2011

(Dollars in thousands)
Operating revenues

Wireline $ 726567 $ (15,181) ()% $ 741,748 $  (26,460) (3)% $ 768,208
Cable 35,883 35,883 N/M - - N/M -
HMS 185,61€ 72,606 64% 113,01C 65,830 >100% 47,180
Intra-company eliminatio (1,063) (811) >(100)% (252) (252) N/M =
TDS Telecom operatir
revenue: 947,003 92,497 11% 854,50¢€ 39,118 5% 815,388

Operating expense:

Wireline 661,561 (21,805) ()% 683,36€ 18,760 3% 664,606
Cable 35,927 35,927 N/M - - N/M -
HMS 205,74€ 75,096 57% 130,65C 78,519 >100% 52,131
Intra-company eliminatio (1,063) (811) >(100)% (252) (252) N/M -
TDS Telecom operatir
expense 902,171 88,407 11% 813,764 97,027 14% 716,737

TDS Telecom operating
income $ 44832 % 4,090 104 $ 40,742 $ (57,909) (59)% $ 98,651

N/M - Not meaningfu
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Wireline Operations
Components of Operating Income

Increase/ Percentagt Increase/ Percentags
Year Ended December 31 2013 (Decrease’ Change 2012 (Decrease’  Change 2011
(Dollars in thousands)
Operating revenues

Residentia $ 293217 $ (3,375) (1)% $ 296,592 $ (5,272) (2% $ 301,864
Commercia 232,91C 2,436 1% 230,474 (951) N/M 231,425
Wholesale 200,44C (14,242) (7% 214,682 (20,237) (9% 234,91¢
Total operating
revenue:s 726,567 (15,181) (2)% 741,748 (26,460) (3)% 768,208

Operating expenses
Cost of services and
products
(excluding depreciation
amortization and

accretion
reported below 270,46€ (3,599) (1)% 274,06E (636) N/M 274,701
Selling, general and
administrative expens: 220,097 (15,619) ("% 235,71€ 14,602 7% 221,114
Depreciation, amortizatic
and accretiol 170,868 (1,658) (D)% 172,52¢€ 4,863 3% 167,663
Loss on asset disposals,
net 130 (890) (87)% 1,020 (108) (10)% 1,128
Loss on sale of business
and
other exit costs, n - (39) N/M 39 39 N/M -
Total operating
expense: 661,561 (21,805) (3)% 683,36€ 18,760 3% 664,60€
Total operating incom $ 65,006 $ 6,624 11% $ 58,382 $  (45,220) (44)% $ 103,602

N/M - Not meaningfu

Operating Revenues
Residential revenuesonsist of voice, data and video services to Wig$ residential customer base

Residential revenues decreased $3.4 million ord $283.2 million in 2013. A 3% reduction in thennler of average
residential connections reduced revenues by $7Al@mpartially offset by a $5.2 million increaseelto growth in average
revenue per residential connection of 2%. The ¢ndwaverage revenue was mainly driven by broadlpaite increases,
growth in customers opting for faster broadbanddpend the growth of customers selecting highedRTV packages.

Residential revenues decreased $5.3 million or@%206.6 million in 2012. Reductions in the numbkresidential
connections of 4% negatively impacted residenéaenues by $9.8 million. Customers choosing higheed data plans
primarily drove a 2% increase in average revenuggsdential connection in 2012, which increasesidential revenues $6.6
million.

Commercial revenuesonsist of data and voice services and sales atallation of IP-based telecommunications systems t
Wireline’'s commercial customer base.

Commercial revenues increased $2.4 million or 1%282.9 million in 2013. A 2% increase in averagmmercial
connections, which was driven by the 49% growtmamagedIP as customers converted from traditiomiabvand data
connections, increased revenues by $4.4 milliofs iFltrease was partially offset by a 1% declineverage revenue per
commercial connection, primarily driven by lowermaged IP rates, which decreased revenues $2.omilli



Commercial revenues decreased $1.0 million to 80llion in 2012 due primarily to a $2.5 millioredline in business
systems sales and charges for directory assistah&d.8 million increase in revenue resulting framincrease in commercial

connections was partially offset by a $3.2 milldecrease in the average revenue per commerciaécton primarily driven
by lower managed IP rates.
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Wholesale revenuesonsist of compensation from other carriers fdizitig TDS Telecom’s network infrastructure and
regulatory recoveries.

Wholesale revenues decreased $14.2 million or 7$200.4 million in 2013. Network access revenuszehsed $6.8 million
in 2013 as a result of changes in support mechanismd in intercarrier compensation resulting fromReform Order released
by the FCC in November 2011. Wholesale revenusssagclined $5.3 million due to a 15% reductiomina-state minutes-of-
use.

Wholesale revenues decreased $20.2 million or 9$21@.7 million in 2012. Wholesale revenues de@eé&i0.0 million in
2012 as a result of changes in support mechanisthindntercarrier compensation resulting from Beform Order. Revenues
received through interstate and intrastate regnjagzovery mechanisms also decreased $5.7 miliento changes in eligible
expense recovery thresholds and reductions indbkgarnings. Additionally, Wholesale revenueslided $5.1 million due to
a 11% decline in intrastate minutes of use.

Operating Expenses
Cost of services and products (excluding Depre@atiamortization and accretion)

Cost of services and products decreased $3.6 milid % to $270.5 million in 2013 due primarilyad5.4 million decrease in
cost of goods sold related to long distance sesvézel promotional giveaways. In addition, carmgeiconnection charges
decreased $2.3 million as a result of lower acchasges that became effective related to the Refamer. Employee expense
decreased $1.1 million due to a reduction in emgésy Offsetting the decreases were increases igeheelated to IPTV
expansion.

Cost of services and products of $274.1 millio2@12 were flat compared to 2011. Increases in @yepgl related costs,
charges related to IPTV expansion and network reaarice costs were mostly offset by decreased lmtgrde costs, lower
circuit charges, lower purchased network serviaad,a decrease in reciprocal compensation expefated to the FCC Reform
Order which mandated rate reductions that becafeeteie in July of 2012.

Selling, general and administrative expenses

Selling, general and administrative expenses deete$15.6 million or 7% to $220.1 million in 2013edprimarily to decreases
in employee expenses, Federal USF contributiongalever revenues, bad debts, and property taxes.

Selling, general and administrative expenses ise&14.6 million or 7% to $235.7 million in 201Riscrete benefits recorded
in 2011 including receipt of insurance proceeds,rédfund of certain prior year regulatory contribng and the settlement of a
legal dispute, which decreased 2011 Selling, géa@chadministrative expenses by $7.7 million. Sehdiscrete benefits in
2011 were the primary cause of the overall expérgease from 2011 to 2012. Additionally, higherpdoyee related and
contractor costs and Federal USF contributions @dtini¢he increase in 2012.
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Cable Operations
Components of Operating Income

Year Ended December 31 2013 (1)
(Dollars in thousands)
Operating revenue

Residentia $ 29,016
Commercia 6,867
Total operating revenu 35,883

Operating expenst

Cost of services and products (excluding depremiaamortization and accretion reported bel 17,274
Selling, general and administrative exper 11,054
Depreciation, amortization and accret 7,571
Loss on asset disposals, 28
Total operating expens 35,927
Total operating income (los $ 44

(1) Represents the operations of Baja from August 13Z@ate of acquisition) to December 31, 2(

Operating Revenues
Residential revenuesonsist of video, broadband and voices servic&atae’s residential customer base.

Baja had 104,900 residential connections which geead revenues of $29.0 million since the acquisiof Baja on August 1,
2013.

Commercial revenuesonsist of video, broadband and voice servicesaiol€’s commercial customer base.
Baja had 42,500 commercial connections which géeeénavenues of $6.9 million since the acquisibbBaja.
Operating Expenses

Cost of services and products (excluding Depre@atiamortization and accretion)

Cost of services and products (excluding Depreamiatamortization and accretion) of $17.3 millionrevéncurred for
programming costs and expenses related to theetigland support of services since the acquisitidsiaga.

Selling, general and administrative expenses

Selling, general and administrative expenses ofi$drillion include legal and consulting costs ofGgillion related to the
acquisition.

Depreciation, amortization and accretion expense
Depreciation, amortization and accretion expensk7d million was incurred since the acquisitiorBaja. Amortization of the

acquired customer list and trade name contribu8d fiillion of expense.
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HMS Operations
Components of Operating Income

Increase/ Percentagt Increase/ Percentags
Year Ended December 31, 2013 (Decrease) Change 2012 (Decrease) Change 2011
(Dollars in thousands)
Operating revenue $ 185,61€ $ 72,606 64% $ 113,01C $ 65,830 >100% $ 47,180

Operating expenst
Cost of services and
products
(excluding depreciation
amortization and

accretion
reported below 136,414 60,633 80% 75,781 52,279 >100% 23,502
Selling, general and
administrative expens: 44,945 10,752 31% 34,193 18,546 >100% 15,647
Depreciation, amortizatic
and accretiol 24,262 3,694 18% 20,568 7,701 60% 12,867
Loss on asset disposals,
net 125 17 16% 108 (7) (6)% 115
Total operating
expense: 205,74€ 75,096 57% 130,65C 78,519 >100% 52,131

Total operating income (los $_(20,130) $ _ (2,490) (19% $ (17,6400 $  (12,689) >(100)% $__ (4.951)

Operating Revenues

HMS operating revenues consist primarily of col@atcloud computing and hosted managed servaggsication
management, and sales, installation and managevhEninfrastructure hardware solutions.

Operating revenues increased $72.6 million to $.8%llion in 2013. The acquisitions of Vital inrdel of 2012 and MSN in
October of 2013 contributed $64.3 million of incremtal revenues. The remaining increase was dli@%eogrowth in recurring
services primarily consisting of colocation, cloant hosted managed services, and application maresge

Operating revenues increased $65.8 million to $idllion in 2012. The acquisitions of OneNeckSe&rvices in June of 2011
and Vital in June of 2012 contributed $64.1 milli@nincremental revenues.

Operating Expenses
Cost of services and products (excluding Depre@atiamortization and accretion)

Cost of services and products increased $60.6omitth $136.4 million in 2013 and increased $52.Bionito $75.8 million in
2012. Acquisitions increased Cost of services@aoducts $52.8 million and $47.7 million in 201312012, respectively.
Employee related expense also increased in 2085 Fymillion in addition to increased data centests to support revenue
growth.

Selling, general and administrative expense

Selling, general and administrative expense ine&40.8 million to $44.9 million in 2013 and inased $18.5 million to
$34.2 million in 2012. Acquisitions increased 8gj| general and administrative expense $10.6aniliind $15.1 million in
2013 and 2012, respectively. Additional expensegweurred in both 2013 and 2012 as TDS Telecoveldped the
infrastructure and products and services to supgpomth of the HMS operations.

Depreciation, amortization and accretion expense

Depreciation, amortization and accretion expenseased $3.7 million to $24.3 million in 2013 andreased $7.7 millioto



$20.6 million in 2012 due primarily to acquisitior@ustomer list and trade name amortization comted $2.2 million and $4.4
million of the increase in 2013 and 2012, respetyiv
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INFLATION

Management believes that inflation affects TDS'ibess to no greater or lesser extent than the ge@eeonomy.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In general, recently issued accounting pronouncésraid not have and are not expected to have #ismmt effect on TDS’
financial condition and results of operations.

See Note 1 — Summary of Significant Accounting €le and Recent Accounting Pronouncements in thied\o
Consolidated Financial Statements for informatiarr@cently issued accounting pronouncements.

FINANCIAL RESOURCES

TDS operates a capital- and marketing-intensivénegs. TDS utilizes cash on hand, cash from ojpeyactivities, cash
proceeds from divestitures and disposition of itwments, short-term credit facilities and long-tetebt financing to fund its
acquisitions (including licenses), constructiontspeperating expenses and share repurchases.fl@ashmay fluctuate from
quarter to quarter and year to year due to seasgribk timing of acquisitions, capital expendésrand other factors. The table
below and the following discussion in this Finah&asources section summarize TDS’ cash flow aw@&ivin 2013, 2012 and
2011.

2013 2012 2011
(Dollars in thousands)
Cash flows from (used ir
Operating activitie! $ 494,61C $ 1,105,172 $ 1,255,711
Investing activities (260,653) (998,069) (866,089)
Financing activitie: (144,424 70,103 (168,030)
Net increase in cash and cash equival $ 89,533 § 177,20€ $ 221,592

Cash Flows from Operating Activities

Cash flows from operating activities were $494.8iam in 2013 and $1,105.2 million in 2012. Sigo#nt items to note are as
follows:

. Net income increased by $44.2 million. This inseeeesulted primarily from the gains recognized assult of the
closing of the Divestiture Transaction, the NY1& R'Deconsolidation and the Mississippi Valley licesale. These
gains were partially offset by a decrease in Opggatvenues, higher cost of equipment sold, anidenease in non-
cash expenses, including depreciation expense.

. Net income tax payments of $175.6 million were rded in 2013 compared to net income tax refundk6af0
million in 2012. The 2013 tax payments were dumarily to the gain recognized as a result of tlhisiag of the
Divestiture Transaction and the Mississippi Valiegnse sale. Federal tax refunds of $71.5 mili@me received in
2012 primarily related to a federal net operatiogslin 2011 largely attributable to 100% bonus eeiption applicable
to qualified capital expenditures. TDS carriedkbtiis federal net operating loss to prior tax gesmnd received these
refunds in 2012 for carrybacks to 2009 and 2010/&afs.

. Changes in Accounts receivable combined with theaich of Bad debts expense required $188.7 milliuh%6.4
million in 2013 and 2012, respectively. ChangeAdcounts receivable were driven primarily by bididelays
encountered as a result of the conversion to ath&wvCellular billing system in the third quartér2®13, which
caused Accounts receivable to increase at Dece8ih@013. Given these billing delays and the cpoeding
increase in Accounts receivable, U.S. Cellulardyels it has made an adequate provision for alloevéarcdoubtful
accounts at December 31, 2013. However, such poovis an estimate, and U.S. Cellular’s actual epee with
uncollectible accounts in future periods could miatly differ from the amounts provided in the allance for doubtful
accounts at December 31, 2013. Any such differenaéd have a material adverse impact on futureltest
operations and cash flow.

. Changes in Inventory required $83.5 million in 2@®I required $29.9 million in 2012. This changeswue
primarily to higher costs per unit related to 4GH.3martphones.
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. Changes in Accounts payable provided $86.0 millioR013 and required $12.3 million in 2012. Chanige
Accounts payable were driven primarily by paymémirig differences related to operating expensgsifaa
expenditures and device purchases.

Cash flows from operating activities were $1,10%iffion in 2012 and $1,255.7 million in 2011. Sificant items to note are
as follows:

. Net income decreased by $127.6 million. This deseaesulted primarily from increases in Cost ofises and
products and non-cash expenses, including depi@tiexpense.

. Net income tax refunds of $62.0 million were ree@atdn 2012 compared to net income tax refunds @fGillion in
2011. Tax refunds received in 2012 were primddhfederal net operating loss carrybacks from28#&1 tax year to
the 2009 and 2010 tax years. Tax refunds receiv2811 primarily represented federal refunds esldb
overpayment of 2010 taxes.

. Changes in Accounts receivable combined with thgaith of Bad debts expense required $6.4 million$2&i8
million in 2012 and 2011, respectively. Accourgsegivable balances fluctuate based on the timirayistomer
payments, promotions and other factors.

. Changes in Inventory required $29.9 million in 2@t $13.4 million in 2011. This change was dumarily to
higher inventory levels and a change in inventoiy, mesulting in a higher cost per unit.

. Changes in Accounts payable required $12.3 millic2012 and provided $29.3 million in 2011. Change
Accounts payable were primarily driven by paymémirig differences related to network equipment dadice
purchases.

. Changes in Other assets and liabilities requir€@d3ahillion and $4.4 million in 2012 and 2011, respively. This
change was due primarily to an increase in LTEteelaeferred charges.

Cash Flows from Investing Activities

TDS makes substantial investments to acquire véisdieenses and properties and to construct angdpdelecommunications
networks and facilities as a basis for creatinglterm value for shareholders. In recent yeaggdrehanges in technology and
new opportunities have required substantial investsin potentially revenue-enhancing and costaieduipgrades to TDS’
networks.

Capital expenditures (i.e., additions to propeaptgnt and equipment and system development expgadjttotaled $909.7
million in 2013, $1,004.6 million in 2012 and $987illion in 2011. Cash used for additions to gdp, plant and equipment
is reported in the Consolidated Statement of Césivss and excludes amounts accrued in Accountsvaae and Accounts
payable for capital expenditures at December 3heturrent year and includes amounts receivedapdid in the current
period that were accrued at December 31 of the pdar. Cash used for additions to property, péantt equipment totaled
$883.8 million, $995.5 million and $971.8 million 2013, 2012 and 2011, respectively. These expaeditvere made to
provide for customer and usage growth (in receribgs, particularly with respect to data usage ghjwo upgrade service and
to take advantage of service-enhancing and cosichegl technological developments in order to maintcampetitive services.

. U.S. Cellular’s capital expenditures totaled $73Wilion in 2013, $836.7 million in 2012 and $782xfllion in 2011
representing expenditures made to construct neveites, build out 4G LTE networks in certain masgencrease
capacity in existing cell sites and switches, depalew and enhance existing office systems sutieasew Billing
and Operational Support System (“B/OSS”) and custamlationship management platforms, and constresstand
remodel existing retail stores.

. TDS Telecom'’s capital expenditures totaled $164ilBam, $173.9 million, and $191.2 million in 20123012, and
2011, respectively. Capital expenditures for Whreloperations totaled $140.0 million in 2013, $85@illion in 2012
and $164.2 million in 2011 primarily representingenditures to upgrade plant and equipment to geognhhanced
services. Capital expenditures for Cable operattotaled $8.4 million in 2013. Capital expendisifor HMS
operations totaled $16.5 million in 2013, $15.3limil in 2012 and $27.0 million in 2011 representimgenditures to
expand data center facilities and the purchase&-oflated equipment to deliver products and sesvice
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Cash payments for acquisitions in 2013, 2012 arid 2@ere as follows

Cash Payments for Acquisitions 2013 2012 2011
(Dollars in thousands)

U.S. Cellular license $ 16,540 $ 122,69C $ 4,406
U.S. Cellular busines - - 19,367
TDS Telecom HMS business 33,961 40,692 95,865
TDS Telecom cable busine 264,06¢ - -
Non-Reportable Segment ( - - (14,130)
Total $ 31457C $ 163,382 $ 105,508

(1) Cash held by Airadigm at acquisition. TDS acquis8dbo of Airadigm on September 23, 2011.

Cash amounts paid for the acquisitions may diffemfthe purchase price due to cash acquired itrdéinsactions and the timing
of cash payments related to the respective trainsact

Cash Received from Divestiture: 2013 2012 2011
(Dollars in thousands)

U.S. Cellular license $ 311,98 $ - 8 z
U.S. Cellular business: 499,131 49,932 -
TDS Telecom wireline busine - 250 -
Total $ 811,12C $ 50,182 $ -

U.S. Cellular received $480.0 million in cash & tose of the Divestiture Transaction in May 201r8addition, U.S. Cellular
received $10.6 million in reimbursements for certaeétwork decommissioning costs, network site leeaseand termination
costs, network access termination costs, and eregpl®rmination benefits for specified engineeringpleyees (the “Sprint
Cost Reimbursement”) in 2013.

On October 4, 2013, U.S. Cellular sold the majouityts Mississippi Valley unbuilt license for $308million. This sale
resulted in a $250.6 million gain which was recardethe fourth quarter of 2013.

On August 14, 2013 U.S. Cellular entered into anitefe agreement to sell the majority of its Sauis area unbuilt license for
$92.3 million. The sale will result in an estindf@re-tax gain of $76.2 million. This transactisrsubject to regulatory
approval and is expected to close in the first tuanf 2014.

TDS invested $120.0 million and $180.9 million 012 and 2011, respectively, in U.S. Treasury Natescorporate notes with
maturities greater than three months from the attipm date. TDS realized cash proceeds of $114ldm $243.4 million and
$393.2 million in 2013, 2012 and 2011, respectivedyated to the maturities of its investments i Urreasury Notes,
corporate notes and certificates of deposit.

Cash Flows from Financing Activities

Cash flows from financing activities include repagmts of and proceeds from short-term and long-téht, dividends to
shareholders, distributions to noncontrolling iets, cash used to repurchase Common Shares dnproaseds from
reissuance of Common Shares pursuant to stock-lzaseplensation plans.

In November 2012, TDS issued $195.0 million of 5%/Senior Notes due 2061, and paid related deldes costs of $7.1
million.

In September 2011, Airadigm paid $32.7 millionhie FCC in satisfaction of amounts due pursuantitadigm’s plan of
reorganization. See Note 5 — Acquisitions, Divestis and Exchanges in the Notes to ConsolidatehEial Statements for
additional information related to this acquisition.

In May 2011, U.S. Cellular issued $342.0 million6o®5% Senior Notes due 2060, and paid relatedigstsnce costs of $11.0
million. The net proceeds from the 6.95% Seniotddavere used primarily to redeem $330.0 milliotuds. Cellular's 7.5%
Senior Notes in June 2011. The redemption prideef.5% Senior Notes was equal to 100% of thecqal amount plus
accrued and unpaid interest thereon to the redemgtte.
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In March 2011, TDS issued $300.0 million of 7% Semiotes due 2060, and paid related debt issuavsts of $9.7 million.
The net proceeds from the 7% Senior Notes weregpilyrused to redeem $282.5 million of TDS’ 7.6%i8g A Notes in May
2011. The redemption price of the 7.6% Series Aeslavas equal to 100% of the outstanding aggregateipal amount, plus

accrued and unpaid interest thereon to the redemptte.

On June 25, 2013, U.S. Cellular paid a special dastiend of $5.75 per share, for an aggregate amoiu$482.3 million, to all
holders of U.S. Cellular Common Shares and Seri€ommon Shares as of June 11, 2013. Of the $48illi8n paid, TDS
received $407.1 million while noncontrolling pubibareholders received $75.2 million. The casH fmmhoncontrolling public
shareholders is presented as U.S. Cellular divisipaitl to noncontrolling public shareholders onGloasolidated Statement of
Cash Flows.

TDS repurchased Common Shares for $9.7 millionga@0 million in 2013 and 2012, respectively, apeé&al Common
Shares for $21.5 million in 2011. U.S. Cellulgpuechased Common Shares for $18.5 million, $20I0amiand $62.3 million
in 2013, 2012 and 2011, respectively. See Note-1Gommon Shareholders’ Equity in the Notes to Ctidated Financial
Statements for additional information related tesen transactions.

Free Cash Flow

The following table presents Free cash flow. Fireehdlow is defined as Cash flows from operatintivdies less Cash used for
additions to property, plant and equipment. Fresh diow is a non-GAAP financial measure which TD&idves may be useful
to investors and other users of its financial infation in evaluating the amount of cash generaydolisiness operations, after
Cash used for additions to property, plant andpgent.

(Dollars in thousands) 2013 2012 2011

Cash flows from operating activitir $ 494,61C $ 1,105,172 $ 1,255,711
Cash used for additions to property, plant andm@gent (883,797, (995,517, (971,759)
Free cash flov $ (389,187 $ 109,655 $ 283,952

See Cash flows from Operating Activities and Cdsiv$ from Investing Activities for details on thhanges to the components
of Free cash flow.

LIQUIDITY AND CAPITAL RESOURCES

TDS believes that existing cash and investmentioals, funds available under its revolving crediilfites and expected cash
flows from operating and investing activities pmisubstantial liquidity and financial flexibilifpr TDS to meet its normal
financing needs for the foreseeable future. Intaaldi TDS and its subsidiaries may access publicpivate capital markets to
help meet their financing needs.

U.S. Cellular’s profitability historically has bedémwer in the fourth quarter as a result of sigrafit marketing and promotional
activity during the holiday season. Changes is¢har other economic factors could have a matedeatrse effect on demand
for TDS’ products and services and on TDS’ finahc@ndition and results of operations.

TDS cannot provide assurances that circumstane¢sdlild have a material adverse effect on itddigpor capital resources
will not occur. Economic conditions, changes iraficial markets or other factors could restrict Th@lidity and availability
of financing on terms and prices acceptable to ThiS¢h could require TDS to reduce its capital exgiture, acquisition or
share repurchase programs. Such reductions coutdehmaterial adverse effect on TDS’ businessnfira condition or results
of operations.

The following table summarizes TI' and U.S. Cellul¢'s cash and investments as of December 31, :

(Dollars in thousands) TDS U.S. Cellular (1)
Cash and cash equivale $ 830,014 $ 342,065
Shor-term investment $ 50,104 $ 50,104

(1) Alsoincluded as a component of the TDS colu
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Cash and Cash Equivalents

Cash and cash equivalents include cash and shortéghly liquid investments with original matues of three months or
less. The primary objective of TDS’ Cash and ceghivalents investment activities is to preservegypal. At December 31,
2013, the majority of TDS’ Cash and cash equivaleves held in bank deposit accounts and in monekehtunds that invest
exclusively in U.S. Treasury Notes or in repurchageements fully collateralized by such obligagioRDS monitors the
financial viability of the money market funds anidedt investments in which it invests and beliethest the credit risk
associated with these investments is low.

Short-term and Long-term Investments

Short-term investments consist of U.S. TreasunebBlethich are designated as held-to-maturity investsand are recorded at
amortized cost in the Consolidated Balance Shieet.these investments, TDS’ objective is to eahnigher rate of return on
funds that are not anticipated to be required tetrliguidity needs in the near term, while mainitagna low level of investment
risk. See Note 2 — Fair Value Measurements ilNtbes to Consolidated Financial Statements fortamtail information on
Short-term investments. As of December 31, 20I% Toes not hold Long-term investments.

Revolving Credit Facilities
TDS and U.S. Cellular have revolving credit fa@it available for general corporate purposes.

In connection with U.S. Cellular’s revolving creéhility, TDS and U.S. Cellular entered into a sudination agreement dated
December 17, 2010 together with the administradiyent for the lenders under U.S. Cellular’s revaviredit facility. At
December 31, 2013, no U.S. Cellular debt was subated pursuant to this subordination agreement.

TDS’ and U.S. Cellular’s interest cost on theiraling credit facilities is subject to increasehgir current credit ratings from
nationally recognized credit rating agencies aveeled, and is subject to decrease if the ratingsaised. The credit facilities
would not cease to be available nor would the nitgtdate accelerate solely as a result of a dowdeyia TDS’ or

U.S. Cellular’s credit rating. However, a downggad TDS’ or U.S. Cellular’s credit rating couldwaisely affect their ability
to renew the credit facilities or obtain accesstteer credit facilities in the future.

As of December 31, 2013, TDS’ and U.S. Cellula€grisr debt credit ratings from nationally recoguizneedit rating agencies
remained at investment grade.

In June 2013, U.S. Cellular provided $17.4 milliaretters of credit to the FCC in connection witts. Cellular’'s winning bids
in Auction 901. See Note 13- Supplemental Cash Flow Disclosures in the Not&aiwesolidated Financial Statements for
additional information on Auction 901.

The continued availability of the revolving creftiitilities requires TDS and U.S. Cellular to compligh certain negative and
affirmative covenants, maintain certain financitios and make representations regarding certaiteraat the time of each
borrowing. TDS and U.S. Cellular believe that tegre in compliance as of December 31, 2013 witbfahe financial
covenants and requirements set forth in their rérglcredit facilities. TDS also has certain othen-material credit facilities
from time to time.

See Note 10 — Debt in the Notes to Consolidatedrgial Statements for additional information regagdhe revolving credit
facilities.

Long-Term Financing

TDS and its subsidiaries’ long-term debt indentwesot contain any provisions resulting in acaaien of the maturities of
outstanding debt in the event of a change in TD&dit rating. However, a downgrade in TDS’ crediimg could adversely
affect its ability to obtain long-term debt finangiin the future. TDS believes that it and its sdibsies were in compliance as
of December 31, 2013 with all financial covenamtd ather requirements set forth in its long-terrbtdedentures. TDS and
U.S. Cellular have not failed to make nor do thegest to fail to make any scheduled payment ofqipl or interest under
such indentures.

The long-term debt principal payments due for teetiiour years represent less than 1% of the tota-term debt obligation at

December 31, 2013. Refer to Market Risk — LongrT &ebt for additional information regarding requdifgrincipal payments
and the weighted average interest rates relaté® & Long-term debt.
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TDS and U.S. Cellular, at their discretion, maynirtime to time seek to retire or purchase theistamding debt through cash
purchases and/or exchanges for other securiti@gen market purchases, privately negotiated traiose, tender offers,
exchange offers or otherwise. Such repurchaseschiaages, if any, will depend on prevailing mag@tditions, liquidity
requirements, contractual restrictions and othetofa. The amounts involved may be material.

TDS and U.S. Cellular each have an effective stegjistration statement on Form S-3 to issue sanmisubordinated debt
securities. The proceeds from any such issuancgdmased for general corporate purposes, inclutiagpossible reduction of
other long-term debt; in connection with acquisitioonstruction and development programs; the temtuof short-term debt;
for working capital; to provide additional investnte in subsidiaries; or the repurchase of shafég TDS shelf registration
permits TDS to issue at any time and from timdrteetsenior or subordinated debt securities in anmaare offerings in an
indeterminate amount. The U.S. Cellular shelfsegtion statement permits U.S. Cellular to isdueng time and from time to
time senior or subordinated debt securities inammore offerings up to an aggregate principal amofi $500 million. The
ability of TDS or U.S. Cellular to complete an offey pursuant to such shelf registration statemisngésibject to market
conditions and other factors at the time.

See Note 10 — Debt in the Notes to Consolidatedréial Statements for additional information on gdarm financing.
Capital Expenditures

U.S. Cellular’s capital expenditures for 2014 axpexted to be approximately $640 million. Thespesxditures are expected to
be for the following general purposes:

. Expand and enhance network coverage in its seavieas, including providing additional capacity tc@mmodate
increased network usage, principally data usageulnent customers;

. Continue to deploy 4G LTE technology in certain keds;

. Expand and enhance the retail store network; and

. Develop and enhance office systems.

TDS Telecom'’s capital expenditures for 2014 areceigd to be approximately $200 million. These exiiteres are expected
to be for the following general purposes:

. Fiber expansion in Wireline markets to support IPAnd super high speed data;
. Success-based spending to sustain managedIP, IRIHMMES growth;

. Expansion of HMS data center facilities;

. Plant upgrades and success-based spending atBdja;

. Process and productivity initiatives.

TDS plans to finance its capital expenditures progfor 2014 using primarily Cash flows from opengtactivities, and as
necessary, existing cash balances and short-texestiments.

Acquisitions, Divestitures and Exchanges

TDS assesses its business interests on an ongaéigviith a goal of improving the competitivenesisoperations and
maximizing its long-term return on investment. Astpf this strategy, TDS reviews attractive oppoities to acquire
additional wireless operating markets and wiretggctrum; and telecommunications, cable, HMS cergblossible businesses.
In addition, TDS may seek to divest outright odirte in exchanges for other interests those intethat are not strategic to its
long-term success.

TDS also may be engaged from time to time in nagjotis relating to the acquisition, divestitureegchange of companies,
properties, wireless spectrum and other possibdbases. In general, TDS may not disclose sacisdctions until there is a
definitive agreement. See Note 5 — Acquisitionsya3titures and Exchanges and Note 7 — Investmernisconsolidated
Entities in the Notes to Consolidated Financiat&teents for additional information related to sfgmaint transactions.

Variable Interest Entities
TDS consolidates certain entities because thejvar@ble interest entities” under accounting pijahes generally accepted in
the United States of America (“GAAP”). See Note-+3Variable Interest Entities in the Notes to Coidatked Financial

Statements for additional information related tesén variable interest entities. TDS may elect thevalditional capital
contributions and/or advances to these variabtgést entities in future periods in order to funelit operations.
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Common Share Repurchase Programs

In the past year, TDS and U.S. Cellular have rdmsed and expect to continue to repurchase thein@m Shares, in each
case subject to any available repurchase progFamadditional information related to the curreS and U.S. Cellular
repurchase authorizations and repurchases madegd2613, 2012 and 2011, see Note 15 — Common Stldexk’ Equity in
the Notes to Consolidated Financial StatementsPamtll, Item 2. Unregistered Sales of Equity S#ima and Use of Proceeds.
Contractual and Other Obligations

At December 31, 2013, the resources required fotraotual obligations were as follows:

Payments Due by Perioc

Less Than More Than
(Dollars in millions) Total 1 Year 1-3Years 3-5Years 5 Years
Long-term debt obligations (2 $ 1,728.7 $ 15 % 39 % - $ 1,723.3
Interest payments on long-term
debt obligation: 4,336.2 116.1 232.1 231.8 3,756.2
Operating leases (. 1,510.2 175.2 285.0 201.0 849.0
Capital lease 8.4 0.6 1.2 1.2 5.4
Purchase obligations (3)( 1,959.6 675.3 1,058.7 141.3 84.3
$ 9,543.1 $ 968.7 $ 1,580.9 $ 575.3 $ 6,418.2

(1) Includes current and long-term portions of debtgatilons. The total long-term debt obligation €iff from Long-term
debt in the Consolidated Balance Sheet due toatdpases and the $11.6 million unamortized distoeiated to U.S.
Cellular's 6.7% Senior Notes. See Note 10 — Delithée Notes to Consolidated Financial Statememtadditional
information.

(2) Includes future lease costs related to telecomnatinits plant facilities, office space, retail sjtesll sites, data centers &
equipment. See Note 12 — Commitments and Contitigeiin the Notes to Consolidated Financial Statestor
additional information

(3) Includes obligations payable under non-cancellabt@racts, commitments for network facilities ardvices, agreements
for software licensing, long-term marketing progsamnd an agreement with Apple to purchase ApplenE products.
As described more fully in Note 5 — AcquisitionsyBstitures and Exchanges in the Notes to Congeliiinancial
Statements, U.S. Cellular expects to incur netwetlted exit costs in the Divestiture Markets assalt of the transactic
including: (i) costs to decommission cell sites amabile telephone switching office (“MTSQO") sit€8) costs to terminate
real property leases and (iii) costs to terminaiain network access arrangements in the subjedtats. The impacts of
these exit activities on TDS' purchase obligationraflected in the table above only to the extleat agreements were
consummated at December 31, 2(

(4) Does not include reimbursable amounts TDS Telecdhpreovide to complete projects under the Ameri¢acovery and
Reinvestment Act of 2009. TDS Telecom will rece$&95.1 million in federal grants and will provii80.9 million of its
own funds to complete 44 projects. As of Decen®ier2013, TDS Telecom has expended $24.8 milliahe$30.9
million on these projects. Under the terms ofdhamnts, the projects must be completed by Jun@b5..

The table above excludes liabilities related toramognized tax benefits” as defined by GAAP becdl38 is unable to predict
the period of settlement of such liabilities. Sweiiecognized tax benefits were $30.4 million at&eber 31, 2013. See
Note 3 — Income Taxes in the Notes to Consolid&iedncial Statements for additional informationusmecognized tax
benefits.

Agreements

As previously disclosed, on August 17, 2010, TD8 Amdocs Software Systems Limited (“Amdocs”) enteirgo a Software
License and Maintenance Agreement (“SLMA”) and astaService Agreement (“MSA”) (collectively, thArhdocs
Agreements”) to develop a Billing and Operationap@ort System (“B/OSS”). In July 2013, TDS implentexd B/OSS,
pursuant to an updated Statement of Work dated 2an2012. Total payments to Amdocs related t®ithplementation are
estimated to be approximately $183.9 million (sabje certain potential adjustments) over the gbfiom commencement of
the SLMA through the first half of 2014. As of Bxwber 31, 2013, $136.8 million had been paid to écsd
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Apple iPhone Products Purchase Commitment

In March 2013, U.S. Cellular entered into an agremvith Apple to purchase certain minimum quagsitf iPhone products
over a three-year period beginning in November 203 minimum quantity of iPhone products to bechased during the
first contract year is fixed and is subject to atliwent for the second and third contract yearschasghe percentage growth in
smartphone sales in the United States for the inately preceding calendar year. Based on curaethsts, TDS estimates
that the remaining contractual purchase commitrasmtf December 31, 2013 is approximately $950 omlli At this time, TDS
expects to meet its contractual commitment with lapp

Off-Balance Sheet Arrangements

TDS had no transactions, agreements or other @insiaarrangements with unconsolidated entitiesliing “off-balance sheet
arrangements,” as defined by SEC rules, that hadeoreasonably likely to have a material currerftiture effect on its
financial condition, changes in financial conditioevenues or expenses, results of operationsditgucapital expenditures or
capital resources.

Dividends

TDS paid quarterly dividends per outstanding sloé$0.1275 in 2013, $0.1225 in 2012 and $0.117X0ihl. TDS increased
the dividend per share to $0.1340 in the first tpraof 2014. The dividends per share amount fdld2tave not been
retroactively adjusted to reflect the impact of 8teare Consolidation Amendment. See Note 15 — Cam&hareholders’
Equity in the Notes to Consolidated Financial Staets for additional information. TDS has no cotrglans to change its
policy of paying dividends.

On June 25, 2013, U.S. Cellular paid a special dastiend of $5.75 per share, for an aggregate atnafu$482.3 million, to all
holders of U.S. Cellular Common Shares and Seri€ommon Shares as of June 11, 2013. Of the $48illi8n paid, TDS
received $407.1 million while noncontrolling pubfibareholders received $75.2 million.

APPLICATION OF CRITICAL ACCOUNTING POLICIES AND EST IMATES

TDS prepares its consolidated financial statemi@rascordance with GAAP. TDS'’ significant accougtipolicies are
discussed in detail in Note 1 — Summary of SigaifitAccounting Policies and Recent Accounting Pumreements in the
Notes to Consolidated Financial Statements.

Management believes the application of the follanénitical accounting policies and the estimategineed by such application
reflect its most significant judgments and estirmatsed in the preparation of TDS’ consolidatedrfaial statements.
Management has discussed the development andiseleteach of the following accounting policiesdaelated estimates and
disclosures with the Audit Committee of TDS’ BoafDirectors.

Goodwill, Licenses and Franchise rights

See the Goodwill, Licenses and Franchise rightalmment Assessment section of Note 1 — Summarygsfificant

Accounting Policies and Recent Accounting Pronoaras in the Notes to Consolidated Financial Statgmfor information
on Goodwill, Licenses and Franchise rights impairtiiesting policies and methods. TDS performs ahimpairment testing

of Goodwill, Licenses and Franchise rights, as ireguby GAAP, in the fourth quarter of its fiscaar, based on fair values and
net carrying values determined as of November 1.

See Note 6 — Intangible Assets in the Notes to Gliosted Financial Statements for additional infation related to
Goodwill, Licenses and Franchise rights activit013 and 2012.

Goodwill = U.S. Cellular

U.S. Cellular tests Goodwill for impairment at fegel of reporting referred to as a reporting urkitr purposes of impairment
testing of Goodwill in 2013, U.S. Cellular idenditi four reporting units based on geographic semeas (all of which are
included in TDS’ wireless reportable operating segth For purposes of the impairment testing odb@all in 2012, U.S.
Cellular identified five reporting units based agpgraphic service areas. The change in reportiitg tesulted from the NY1
& NY2 Deconsolidation more fully described in Nate— Investments in Unconsolidated Entities in thae$ to Consolidated
Financial Statements. There were no changes to@&Mular's overall Goodwill impairment testing thedology between
November 1, 2013 and November 1, 2012.
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A discounted cash flow approach was used to vadol esporting unit, using value drivers and righkescific to the industry and
current economic factors. The cash flow estimatesrporated assumptions that market participamslidvuse in their
estimates of fair value and may not be indicative) &. Cellular specific assumptions. The moshiigant assumptions made
in this process were the revenue growth rate (shamswanten year compound annual growth rate inathie below), the terminal
revenue growth rate, the discount rate and cagiaénditures as a percentage of revenue (showsiagpte average in the
table below). The averages below are based oye@nprojection periods. These assumptions wefellasvs for November 1,
2013 and 2012:

November 1, November 1,
Key Assumptions 2013 2012
Revenue growth rai 2.2% 2.2%
Terminal revenue growth ra 2.0% 2.0%
Discount rate 10.0% 11.0%
Capital expenditures as a percentage of rev 16.0% 15.2%

The carrying value of each U.S. Cellular reportimit at TDS as of November 1, 2013 was as follows:

Carrying Value
Reporting Unit at TDS (1)
(Dollars in millions)
Central Regior $ 2,753
Mid-Atlantic Region 836
New England Regio 269
Northwest Regiol 328
Total $ 4,186

(1) Under previous business combination guidance eceffrior to January 1, 2009, TDS had recorded @dbds a result of
accounting for U.S. Cellular’'s purchases of U.Slla Common Shares as step acquisitions usinghase accounting.
As a result, the carrying values of the reportingaudiffer between U.S. Cellular and TDS. Thergiag value of the
reporting units at U.S. Cellular was $4,287 millmrNovember 1, 201:

As of November 1, 2013, the fair values of the répg units exceeded their respective carrying &ally amounts ranging
from 18.4% to 33.4%. Therefore, no impairment ob@will existed. Given that the fair values of tlespective reporting units
exceed their respective carrying values, providkedther assumptions remained the same, the disgatsmwould have to
increase to a range of 11.4% to 12.7% to yieldvestgd fair values of reporting units that equairthespective carrying values
at November 1, 2013. Further, assuming all otBeumptions remained the same, the terminal graatéhassumptions would
need to decrease to amounts ranging from nega®% & negative 1.3% to yield estimates of faiuea¢qual to the carrying
values of the respective reporting units at Novanihb@013.

Goodwill —=TDS Telecom

TDS Telecom has recorded Goodwill as a result efatquisition of ILEC, HMS and cable companiesr gtoposes of
Goodwill impairment testing, TDS Telecom has thregorting units: ILEC, HMS and Cable.

During the third quarter of 2013, due to contingedpetitive pressures and negative secular andategy trends in the ILEC
industry, TDS determined that an interim impairmiest of TDS Telecom’s ILEC Goodwill was requiretiDS performed the
Step 1 Goodwill impairment test, as defined by GAA® of August 1, 2013, and determined that thevidue of the ILEC
reporting unit exceeded its carrying value, andetiogly no Goodwill impairment resulted.

Prior to the third quarter of 2013, HMS was comguli®f three reporting units: OneNeck IT ServicdsSAM Technologies,
LLC/VISI Incorporated (“TEAM/VISI”) and Vital. Dueo changes in the management of the HMS operatindgelated
changes in internal financial reporting that culatéd in the third quarter of 2013, the three sapafdS reporting units were
combined into one HMS reporting unit. This chaimgeeporting units required TDS to perform an iiteimpairment test of
the Goodwill in the HMS reporting unit(s) in tharthquarter of 2013. TDS performed the Step 1 Galbdmpairment test as
of August 1, 2013 for the three historical HMS repy units of OneNeck IT Services, TEAM/VISI, aNal and the newly
combined HMS reporting unit. In all four of thed®S-related Step 1 Goodwill impairment tests, T$edmined that the fair
value of each of the reporting units exceededesipective carrying value, and accordingly, no Gabdwpairment resulted.
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In October 2013, TDS acquired MSN. MSN is includethe HMS reporting unit for purposes of Goodwritipairment testing.
However, as MSN was acquired in the fourth quatter assumptions discussed below relate solelygtdegacy HMS reporting
unit. Consistent with fair value principles, as M&as recently purchased from a third party in ansalength transaction,
management believes that MSN’s purchase price #fdition reflects fair value and carrying valueNatvember 1, 2013. This
amount was included in the overall HMS reporting €air value and carrying value.

The Cable reporting unit consists of Baja, whicls\amaquired in August 2013. A qualitative assessnasndefined by GAAP,
of the reporting unit was completed as of Novenihét013. The qualitative assessment, which andlgaenpany, industry and
economic trends, concluded that it was more liklen not that the fair value of this reporting umés at least equal to its
carrying value, and accordingly no Goodwill impaémh resulted.

The discounted cash flow approach and publiclyedaguideline company method were used to valud_ € and HMS
reporting units. The discounted cash flow apprazs#s value drivers and risks specific to the itrguend current economic
factors. The cash flow estimates incorporatedrapsions that market participants would use in tiesiimates of fair value and
may not be indicative of TDS Telecom specific aggtioms. The most significant assumptions madaisprocess were the
revenue growth rate (shown as a compound annuatigmate in the table below), the terminal revegtmwth rate, the discount
rate and capital expenditures as a percentageefive (shown as a simple average in the table Pelow

The publicly-traded guideline company method depglan indication of fair value by calculating aygganarket pricing
multiples for selected publicly-traded companiesgisnultiples of: Revenue; Earnings before Inter€akes, and Depreciation
and Amortization; and Earnings before Interest daxies. The developed multiples were applied tdicgpe financial
measures of the respective reporting unit to deterifair value. The discounted cash flow approath publicly-traded
guideline company method were weighted to arrihatotal fair value used for impairment testing.

The following tables represent key assumptions irsedtimating the fair value of the ILEC and HM&¢luding MSN, as
previously discussed) reporting units as of Novenih@013 and 2012, the annual impairment testatgsd The ILEC and
HMS averages below are based on five and ten yegrqgbion periods, respectively. There are unastitss associated with
these key assumptions, and potential events andémmstances that could have a negative effethefkey assumptions,
which are described below.

The assumptions were as follows for November 132

Key Assumptions ILEC HMS

Revenue growth rai (0.5)% 10.8%
Terminal revenue growth ra 0.C% 2.5%
Discount rate 7.5% 12.5%
Capital expenditures as a percentage of rev 15.0% 11.2%

The assumptions were as follows for November 122

Key Assumptions ILEC HMS

Revenue growth rai (0.3)% 6.2-16.2%
Terminal revenue growth ra 0.C% 1.5-3.C%
Discount rate 7.0% 11.¢-13.(%
Capital expenditures as a percentage of rev 15.3% 0.4-21.%%

Revenue growth rates

The negative average expected growth rate forlB€ Ireporting unit is due primarily to declinesvioice and data market share
and declines in regulatory and wholesale revenues.

The mix of products and services in the HMS reportinit is diverse and offers the following sergiceolocation, dedicated

hosting, hosted application management, cloud ceéimgpservices and planning, engineering, procurémestallation, and

sales and management of IT infrastructure hardsaitgions. The following sources were used to gaeeprojected revenues:
. Market participant growth rates
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. Internally generated forecasts, which in additomiarket participant growth rates, also considered:
0o Current and projected staffing of the sales teamdstlaeir reasonable potential for sales quotarattant
0 Observed customer demand
o Market and competitive knowledge

There are risks that could negatively impact treggmted revenue growth rates, including, but mottéd to:
. Sales process execution — including the abilitgittcact and retain qualified sales professionals.
. Competition — competitors may gain advantages thesHMS business, and may have the ability to gifeduct and
service offerings which TDS Telecom is not ableffer, or offer competitively.
. Operations — TDS Telecom could experience operatidifficulties including service disruptions, seitylbreaches,
or other negative events that could harm the réiputaf its HMS business and its future revenuespeats.

Discount rates

The discount rate of each reporting unit was coeblily calculating the weighted average cost oftab{WACC”") of market
participants with businesses reasonably compatatdach respective reporting unit. The followisgrisummary of the key
components of the calculation:
. Each reporting unit used a separate set of maggétipants based upon the primary products offésedach
respective reporting unit.
. The percentage of debt and equity in each markétipant’s capital structure was then compute@STthen selected
a capital allocation between debt and equity réfleaf the corresponding market participant setese relative debt
and equity capital allocation percentages were #pplied to the estimated after-tax cost of debtestimated cost of
equity of the market participants in each reporting to arrive at an estimated WACC of market ipgraints, which
was then used as the discount rate for each reéspeeporting unit.

The discount rate is dependent upon the cost dfatad other industry market participants. To theent that the weighted
average cost of capital of industry participantséases, this would decrease the estimated faieaflthe reporting units. The
weighted average cost of capital may increaserifdwing costs rise, market participants weight mafréheir capital structure
towards equity (vs. debt), or other elements aifigathe estimated cost of equity increase.

The WACC calculated for the ILEC reporting unit wawer than the WACC calculated for the HMS repugtunit as a result
of the ILEC market participants having capital stues that are more heavily weighted toward dehtl{igher cost equity)
relative to the HMS market participants. ILEC netrRarticipants are more mature, capital intenbiv@nesses than the HMS
market participants. As a result, ILEC market iggpants generally have a higher ratio of debttiedato equity in their capital
structures as compared to HMS market participants.

Capital expenditures as a percentage of revenue

Capital expenditures for the ILEC reporting uninparily consist of upgrades to plant and equipnienhe IPTV markets,
general network support, IT infrastructure andabmpletion of broadband stimulus projects. TodRk&ent costs associated
with these capital expenditures increase at ahigteer than expected and disproportionate to fateckfuture revenues, this
could negatively impact future cash flows.

Capital expenditures for the HMS reporting uninparily consist of buildings and improvements ralati® data center
construction and information technology hardware.the extent building capacity needs increaserateahigher than expected
and disproportionate to forecasted future revenhéscould negatively impact future cash flowurtRer, should the cost of IT
hardware increase at levels higher than expedied¢ould also cause future capital expenditurexteed the amounts
forecasted.

Results

The following represents the carrying values ofréqeorting units tested for impairment as of Novemb, 2013, and the results
of the Step 1 Goodwill impairment tests.

Carrying value Percentage by which the estimated fair value of th
Reporting unit (in millions) reporting unit exceeded its carrying value
ILEC $ 1,297 25.5%
HMS $ 223 16.7%
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As of November 1, 2013, the fair value of the ILEEporting unit exceeded its carrying value; themfoo impairment of
Gooduwill existed. Given that the fair value of tleporting unit exceeded its respective carryingeaprovided all other
assumptions remained the same, the discount raikelave to increase to 9.7% for the discounteti 8asv approach to yield
an estimated fair value of the ILEC reporting uhét equals its carrying value at November 1, 2083rther, provided all other
assumptions remained the same, the terminal re\gnouweth rate assumption would need to decreasedative 3.0%, for the
discounted cash flow approach to yield an estiroffair value equal to the carrying value of thé&(T reporting unit at
November 1, 2013.

As of November 1, 2013 the fair value of the HMBaring unit exceeded its carrying value; therefaieimpairment of
Gooduwill existed. Given that the fair value of tleporting unit exceeded its respective carryingi@aprovided all other
assumptions remained the same, the discount raikelwave to increase to 13.6% for the discounteth fiaw approach to
yield estimated fair value of the HMS reportingtuexcluding MSN, as previously discussed) thataésgjits carrying value at
November 1, 2013. Further, provided all other agstions remained the same, the terminal revenuetgrate assumption
would need to decrease to negative 0.2%, for theodinted cash flow approach to yield an estimafaiofalue equal to the
carrying value of the HMS reporting unit (excludim$N, as previously discussed) at November 1, 2013.

Licenses

U.S. Cellular tests licenses for impairment atléwel of reporting referred to as a unit of accaumt For purposes of its
impairment testing of licenses as of November 1 20.S. Cellular separated its FCC licenses it@eemn units of accounting
based on geographic service areas. As of Noveii2812, U.S. Cellular separated its FCC licenststhirteen units of
accounting based on geographic service areas.chidrge in units of accounting resulted from (i) Eheestiture Transaction
and the Mississippi Valley non-operating markegtise sale, both of which are more fully descrilpeNate 5 — Acquisitions,
Divestitures and Exchanges in the Notes to ConatitiFinancial Statements and (ii) the NY1 & NYZbmsolidation more
fully described in Note 7 — Investments in Uncoidated Entities in the Notes to Consolidated Fimar8tatements. In both
2013 and 2012, seven of the units of accountingesgmted geographic groupings of licenses whiotaure they were not
being utilized and, therefore, were not expectegetoerate cash flows from operating activitieshim foreseeable future, were
considered separate units of accounting for puposenpairment testing.

Developed operating market licenses (“built licesi3e

U.S. Cellular applies the build-out method to estienthe fair values of built licenses. The moghi§icant assumptions applied
for purposes of the November 1, 2013 and 2012 diestimpairment assessments were as follows:

November 1, November 1,
Key Assumptions 2013 2012
Build-out period 5 year 7 year:
Discount rate 8.5% 8.5%
Terminal revenue growth rate 2.0% 2.0%
Terminal capital expenditures as a percentageveinge 13.6% 13.2%
Customer penetration rates 12.5-16.7% 13.2-17.%

The shorter build-out period in 2013 reflects amgfein management’s expectations of the time requ build out the U.S.
Cellular network and is based on recent compangipexperience and industry observation.

The discount rate used in the valuation of licensésss than the discount rate used in the valoaif reporting units for
purposes of goodwill impairment testing. The distaate used for licenses does not include a cogppacific risk premium
as a wireless license would not be subject to sis&h

The discount rate is the most significant assumptiged in the build-out method. The discount imtsstimated based on the
overall risk-free interest rate adjusted for indygtarticipant information, such as a typical capgtructure (i.e., debt-equity
ratio), the after-tax cost of debt and the costapfity. The cost of equity takes into consideratite average risk specific to
individual market participants.

As of November 1, 2013, the fair values of the didenses units of accounting exceeded their iEspecarrying values by
amounts ranging from 28.0% to 75.9%. Thereforeémpmmairment of Licenses existed. Given that thievfalues of the licenses
exceed their respective carrying values, the discmate would have to increase to a range of 88%5% to yield estimated
fair values of licenses in the respective unitaafounting that equal their respective carryingiealat November 1, 2013. An
increase of 50 basis points to the assumed discatemtvould cause an impairment of approximatety §illion.
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Non-operating market licenses (“unbuilt licenses”)

For purposes of performing impairment testing dbuifi licenses, U.S. Cellular prepares estimategiofvalue by reference to
prices paid in recent auctions and market tramsastivhere available. If such information is notiklde, the fair value of the
unbuilt licenses is assumed to have changed byaime percentage, and in the same direction, tedaihvalue of built
licenses measured using the build-out method clthdgeng the period. There was no impairment fessgnized related to
unbuilt licenses as a result of the November 133kEnses impairment test.

Carrying Value of License

The carrying value of licenses at November 1, 2048 as follows

Unit of Accounting (1) Carrying Value
(Dollars in millions)
U.S. Cellular - Developed Operating markets

Central Regior $ 749
Mid-Atlantic Region 235
New England Regio 107
Northwest Regiol 68

U.S. Cellular - Non-operating markets

New Englanc 1
North Northwes 3
South Northwes 2
North Centra 59
South Centra 22
East Centra 107
Mid-Atlantic 50

Total (2) $ 1,403
TDS Telecom 3
Airadigm 15
Total (3) $ 1,421

(1) U.S. Cellular participated in spectrum auctionsriectly through its interests in Aquinas Wireles® L(“Aquinas
Wireless”) and King Street Wireless L.P. (“King &tt Wireless”), collectively, the “limited partnbigs.” Interests in
other limited partnerships that participated inctpen auctions have since been acquired. Eackelihpartnership
participated in and was awarded spectrum licemsesé of two separate spectrum auctions (FCC Ansti@ and 73). All
of the units of accounting above, except New Engjlamclude licenses awarded to the limited partmess

(2) Under previous business combination guidance mceffrior to January 1, 2009, TDS had recordechies as a result of
accounting for U.S. Cellular’'s purchases of U.Slla Common Shares as step acquisitions usinghase accounting.
As a result, the carrying values of the units afoamting for the developed operating markets diffetween U.S. Cellular
and TDS. The total carrying value of all units o€aunting at U.S. Cellular was $1,398 million atdmber 1, 20132

(3) Between November 1, 2013 and December 31, 2013,cHpalized interest on certain licenses purst@otirrent
network buil-outs in the amount of $3 milliol
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Franchise rights

TDS Telecom has recorded Franchise rights as # tfgbe acquisition of a cable business in Augi&t3. The carrying value
of Franchise rights as of December 31, 2013 wa8.$1@illion. TDS Telecom tests Franchise rightsifiopairment at a level
of reporting referred to as a unit of accountir@r purposes of its impairment testing of Franchiglets in 2013, TDS Telecom
identified one unit of accounting: Cable. A quatiite assessment, as defined by GAAP, of the Qabiteof accounting was
completed as of November 1, 2013. The qualitaissessment, which analyzed company, industry asmbetic trends,
concluded that it was more likely than not thatféie value of the Franchise rights was at leasiétp their carrying value, and
accordingly, no Franchise rights impairment regllte

Income Taxes

The amounts of income tax assets and liabilities rélated income tax provision and the amounnoéecognized tax benefits
are critical accounting estimates because such atsawe significant to TDS’ financial condition arebults of operations.

The preparation of the consolidated financial stetets requires TDS to calculate a provision fooine taxes. This process
involves estimating the actual current income ialility together with assessing temporary differes resulting from the
different treatment of items for tax purposes. Seheemporary differences result in deferred inctemeassets and liabilities,
which are included in TDS’ Consolidated Balancee8h& DS must then assess the likelihood that dedéncome tax assets
will be realized based on future taxable income, émthe extent management believes that realizaioot likely, establish a
valuation allowance. Management’s judgment is ireglin determining the provision for income taxésferred income tax
assets and liabilities and any valuation allowahet is established for deferred income tax assets.

TDS recognizes the tax benefit from an uncertaimptasition only if it is more likely than not thtte tax position will be
sustained on examination by the taxing authoribesed on the technical merits of the positione TEx benefits recognized in
the financial statements from such a position aeasured based on the largest benefit that hasategthan 50% likelihood of
being realized upon ultimate resolution.

See Note 3 — Income Taxes in the Notes to Congelidginancial Statements for details regarding Tin&6me tax provision,
deferred income taxes and liabilities, valuatidowénces and unrecognized tax benefits, includifigrmation regarding
estimates that impact income taxes.

Loyalty Reward Program

See the Revenue Recognition—U.S. Cellular sectidtiote 1 — Summary of Significant Accounting Paodisiand Recent
Accounting Pronouncements in the Notes to Cons@dl&inancial Statements for a description of phéggram and the related
accounting.

TDS follows the deferred revenue method of accognfior its loyalty reward program. Under this mathrevenue allocated to
loyalty reward points is deferred. Revenue is gaized at the time of customer redemption or wheah points have been
depleted via an account maintenance charge. TD&dpeally reviews and revises the redemption aepletion rates as
appropriate based on history and related futureestions. As of December 31, 2013, TDS estimimigalty reward points
breakage based on actuarial estimates and recar@iéd million change in estimate, which reducedt@uer deposits and
deferred revenues in the Consolidated Balance Simekincreased Operating revenues in the Consetidatiatement of
Operations.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
See Note 20 — Certain Relationships and Relateds@rions in the Notes to Consolidated Financizlegtents.
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PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995
SAFE HARBOR CAUTIONARY STATEMENT

This Management’s Discussion and Analysis of Firer@ondition and Results of Operations and otleetisns of this Annual
Report contain statements that are not based toriba facts, including the words “believes,” “aipates,” “intends,”

“expects” and similar words. These statementstdares and represent “forwartboking statements” as this term is defined in

the Private Securities Litigation Reform Act of $99Such forwardlooking statements involve known and unknown risks,
uncertainties and other factors that may causebisults, events or developments to be signifigatifferent from any future
results, events or developments expressed or ichpliesuch forwarelooking statements. Such risks, uncertaintiesathdr
factors include, but are not limited to, the foliog risks:

. Intense competition in the markets in which TDSrafes could adversely affect TDS’ revenues or imgedts costs to
compete.

. A failure by TDS to successfully execute its busmstrategy (including planned acquisitions, ditass and
exchanges) or allocate resources or capital coalé n adverse effect on TDS’ business, financiatlition or results
of operations.

. A failure by TDS’ service offerings to meet custara&pectations could limit TDS’ ability to attraahd retain
customers and could have an adverse effect on BD$hess, financial condition or results of operai

. TDS’ system infrastructure may not be capable ppsuting changes in technologies and services ¢ggday
customers, which could result in lost customersraneénues.

. Changes in roaming practices or other factors coaltse TDS’ roaming revenues to decline from ctilearels
and/or impact TDS’ ability to service its customirgieographic areas where TDS does not have itsraiwork,
which would have an adverse effect on TDS’ businfaisancial condition or results of operations.

. A failure by TDS to obtain access to adequate ragdartrum to meet current or anticipated futuredaeand/or to
accurately predict future needs for radio spectconid have an adverse effect on TDS’ businessndiiaécondition or
results of operations.

. To the extent conducted by the Federal Communisat@ommission (“FCC"), TDS is likely to participateFCC
auctions of additional spectrum in the future agjplicant or as a noncontrolling partner in anothection applicant

and, during certain periods, will be subject to B@C’s anti-collusion rules, which could have anexde effect on
TDS.

. Changes in the regulatory environment or a faihy&@ DS to timely or fully comply with any applicabtegulatory
requirements could adversely affect TDS’ businfisancial condition or results of operations.

. Changes in Universal Service Fund (“USF”) fundimgl/@r intercarrier compensation could have an amvenpact
on TDS’ business, financial condition or result©pérations.

. An inability to attract and/or retain highly compet management, technical, sales and other perscouwld have an
adverse effect on TDS’ business, financial conditio results of operations.

. TDS’ assets are concentrated primarily in the tecommunications industry. As a result, its ressaf operations
may fluctuate based on factors related primarilgdnditions in this industry.

. TDS’ lower scale relative to larger competitors Idoadversely affect its business, financial comditor results of
operations.

. Changes in various business factors could havelegrse effect on TDS’ business, financial condittomesults of
operations.

. Advances or changes in technology could rendeaicettchnologies used by TDS obsolete, could pus &Da
competitive disadvantage, could reduce TDS' revermrecould increase its costs of doing business.

. Complexities associated with deploying new techgial® present substantial risk.
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. TDS is subject to numerous surcharges and feesfiederal, state and local governments, and thacagiylity and
the amount of these fees are subject to great tamnas:

. Performance under device purchase agreements lcauda material adverse impact on TDS' businesmdial
condition or results of operations.

. Changes in TDS’ enterprise value, changes in thikehaupply or demand for wireless licenses, wieekbr cable
markets or IT service providers, adverse developsniarthe businesses or the industries in which TiBvolved
and/or other factors could require TDS to recogmizgairments in the carrying value of its licensgaodwill,
franchise rights and/or physical assets.

. Costs, integration problems or other factors asgéediwith acquisitions, divestitures or exchandgeaperties or
licenses and/or expansion of TDS’ businesses duale an adverse effect on TDS’ business, finaoiatlition or
results of operations.

. A significant portion of TDS’ wireless revenuedirived from customers who buy services througlepetdent
agents who market TDS’ services on a commissiors lzasl third-party national retailers. If TDS’ riétanships with
these agents or third-party national retailerssar@usly harmed, its business, financial conditonesults of
operations could be adversely affected.

. TDS’ investments in unproven technologies may motlpce the benefits that TDS expects.

. A failure by TDS to complete significant networknstruction and systems implementation activitiepas of its
plans to improve the quality, coverage, capabdliiad capacity of its networks and support systeonil have an
adverse effect on its operations.

. Financial difficulties (including bankruptcy proaiags) or other operational difficulties of TDS'ykeuppliers,
termination or impairment of TDS’ relationships wiuch suppliers, or a failure by TDS to managsdifgply chain
effectively could result in delays or terminationT®S’ receipt of required equipment or servicasgauld result in
excess quantities of required equipment or seryva®g of which could adversely affect TDS’ busindssgncial
condition or results of operations.

. TDS has significant investments in entities thakoés not control. Losses in the value of suchstments could have
an adverse effect on TDS’ financial condition asuks of operations.

. A failure by TDS to maintain flexible and capabdéetommunication networks or information technologya
material disruption thereof, including breachesetiwork or information technology security, coultve an adverse
effect on TDS’ business, financial condition oruls of operations.

. Wars, conflicts, hostilities and/or terrorist aka®r equipment failures, power outages, natusagers or other
events could have an adverse effect on TDS’ busjrie&ncial condition or results of operations.

. The market price of TDS’ Common Shares is subdfiutctuations due to a variety of factors.

. Identification of errors in financial informatiorr disclosures could require amendments to or Esiants of financial
information or disclosures included in this or prilings with the Securities and Exchange Comnoisgi'SEC”).
Such amendments or restatements and related mattdusling resulting delays in filing periodic s with the SEC,
could have an adverse effect on TDS’ businessnéia& condition or results of operations.

. The existence of material weaknesses in the efferotiss of internal control over financial reportaogild result in
inaccurate financial statements or other disclasordailure to prevent fraud, which could haveadrerse effect on
TDS’ business, financial condition or results oéogtions.

. Changes in facts or circumstances, including neadditional information that affects the calculatiaf potential
liabilities for contingent obligations under guatess, indemnities, claims, litigation or otherwiseuld require TDS to
record charges in excess of amounts accrued ifinduecial statements, if any, which could have dweaise effect on
TDS'’ business, financial condition or results oéogtions.
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. Disruption in credit or other financial marketsjeterioration of U.S. or global economic conditiamsther events
could, among other things, impede TDS’ access tnaease the cost of financing its operating ave$tment
activities and/or result in reduced revenues angfmperating income and cash flows, which wouldehan adverse
effect on TDS’ business, financial condition oruks of operations.

. Uncertainty of TDS’ ability to access capital, dateation in the capital markets, other changesarket conditions,
changes in TDS’ credit ratings or other factorslddimit or restrict the availability of financingn terms and prices
acceptable to TDS, which could require TDS to redt& construction, development or acquisition paogs.

. Settlements, judgments, restraints on its currefittare manner of doing business and/or legalscastulting from
pending and future litigation could have an adverf§ect on TDS’ business, financial condition csuks of operations.

. The possible development of adverse precedertigation or conclusions in professional studieth effect that
radio frequency emissions from wireless deviceganell sites cause harmful health consequenoekiding cancer
or tumors, or may interfere with various electromedical devices such as pacemakers, could haae\atse effect on
TDS’ wireless business, financial condition or tesof operations.

. Claims of infringement of intellectual property apebprietary rights of others, primarily involvin@atent
infringement claims, could prevent TDS from usirg@ssary technology to provide products or senacasibject
TDS to expensive intellectual property litigationmonetary penalties, which could have an adveffseteon TDS’
business, financial condition or results of operadi

. Certain matters, such as control by the TDS Volingst and provisions in the TDS Restated Certifiazft
Incorporation, may serve to discourage or make rdifieult a change in control of TDS.

. Any of the foregoing events or other events coaldse revenues, earnings, capital expenditures rasuayoother
financial or statistical information to vary fronDB’ forward-looking estimates by a material amount.

See “Risk Factors” in TDS’ Annual Report on FormK.@or the year ended December 31, 2013 for a &urtliscussion of these
risks. TDS undertakes no obligation to update iplybainy forward-looking statements whether as a result of new imétion,
future events or otherwise. Readers should evalay statements in light of these important factor
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MARKET RISK

Long-Term Debt

As of December 31, 2013, the majority of TDS’ lalegm debt was in the form of fixed-rate notes withturities ranging up to
48 years. Fluctuations in market interest rateslead to significant fluctuations in the fair valaf these fixed-rate notes.

The following table presents the scheduled pririgigggments on long-term debt and capital leasegabitins, and the related
weighted average interest rates by maturity ddt®eeember 31, 2013:

Principal Payments Due by Perioc

Weighted-Avg. Interest
Long-Term Debt Rates on Long-Term Debt

(Dollars in millions) Obligations (1) Obligations (2)

2014 $ 1.6 4.8%
2015 1.3 2.7%
2016 3.1 4.8%
2017 0.2 9.1%
2018 0.2 9.2%
After 5 years 1,726.9 6.7%
Total $ 1,733.3 6.7%

(1) The total long-term debt obligation differs fromngsterm debt in Consolidated Balance Sheet duleet&11.6 million
unamortized discount related to U.S. Cellular'$6 Senior Notes. See Note 10 —Debt in the Noté&atosolidated

Financial Statements for additional informati

(2) Represents the weighted average interest ratescariber 31, 2013 for debt maturing in the respegiariods.

Fair Value of Long-Term Debt

At December 31, 2013 and 2012, the estimated &irevof long-term debt obligations, excluding calpi¢ase obligations and
the current portion of such long-term debt, wa$6Q,6 million and $1,827.6 million, respectivelyhe fair value of long-term
debt, excluding capital lease obligations and timeent portion of such long-term debt, was estimhatging market prices for
TDS' 7.0% Senior Notes, 6.875% Senior Notes, 6.68s%ior Notes, and 5.875% Senior Notes, and U.Bul@®s 6.95%
Senior Notes at December 31, 2013 and 2012 andutised cash flow analysis for U.S. Cellular's 6.3&nior Notes and the

remaining debt at December 31, 2013 and 2012.

Other Market Risk Sensitive Instruments

The substantial majority of TDS’ other market rigasitive instruments (as defined in item 305 o€ $egulation S-K) are
short-term, including Cash and cash equivalentsSiratt-term investments. The fair value of suctrimments is less sensitive
to market fluctuations than longer term instrumemscordingly, TDS believes that a significant oba in interest rates would
not have a material effect on such other markktsgnsitive instruments.
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Telephone and Data Systems, Ini
Consolidated Statement of Operations

Year Ended December 31
(Dollars and shares in thousands, except per shasgnounts)
Operating revenues

Operating expense:
Cost of services and products (excluding Depremiatamortization
and accretion expense reported bel
Selling, general and administrati
Depreciation, amortization and accret
Loss on impairment of asse
(Gain) loss on asset disposals,
(Gain) loss on sale of business and other exiscost
(Gain) loss on license sales and excha
Total operating expens

Operating income

Investment and other income (expense
Equity in earnings of unconsolidated enti
Interest and dividend incon
Gain (loss) on investmen
Interest expens
Other, ne
Total investment and other income (expet

Income before income taxe
Income tax expens
Net income
Less: Net income attributable to noncontrollingnessts, net of ta
Net income attributable to TDS shareholders
TDS Preferred dividend requireme
Net income available to common shareholdel

Basic weighted average shares outstanding
Basic earnings per share attributable to TDS sharebiders

Diluted weighted average shares outstandin
Diluted earnings per share attributable to TDS shaeholders

Dividends per share to TDS shareholders

2013 2012 2011
4,901,23¢ $ 5,345,277 5,180,471
2,225,31¢ 2,272,57( 2,050,64¢
1,947,77¢ 2,033,901 2,002,35¢
1,018,077 813,626 765,776
- 515 -
30,841 19,741 10,952
(300,656) 21,061 -
(255,479) - (11,762)
4,665,871 5,161,417 4,817,96¢
235,35¢ 183,863 362,502
132,714 92,867 82,538
9,092 9,248 9,145
14,547 (3,718) 24,103
(98,811) (86,745) (118,201)
(37) 720 3,658
57,505 12,372 1,243
292,864 196,235 363,745
126,043 73,582 113,503
166,821 122,653 250,242
24,894 40,792 49,676
141,927 81,861 200,56€
(49) (50) (50)
141,878 $ 81,811 200,516
108,49C 108,671 108,562
131 $ 0.75 1.85
109,132 108,937 109,098
1.29 $ 0.75 1.83
051 $ 0.49 0.47

The accompanying notes are an integral part oktheasolidated financial statemer
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Telephone and Data Systems, Ini
Consolidated Statement of Comprehensive Incorr

Year Ended December 31
(Dollars in thousands)
Net income
Net change in accumulated other comprehensive incan
Change in net unrealized gain on equity investm
Change in foreign currency translation adjustn
Change related to retirement pl
Amounts included in net periodic benefit cost toe perioc
Net actuarial gains (losse
Amortization of prior service co:
Amortization of unrecognized net lo

Change in deferred income ta»
Change related to retirement plan, net of
Net change in accumulated other comprehensive iai
Comprehensive income

Less: Comprehensive income attributable to nonodimg interest

Comprehensive income attributable to TDS shareholds

2013 2012 2011
$ 166,821 $ 122,653 250,242
51 49 138
(34) 4 -
13,345 90 (9,625)
(3,605) (3,735) (3,815)
2,452 2,517 1,934
12,192 (1,128) (11,506)
(4,646) 1,797 5,722
7,546 669 (5,784)
7,563 722 (5,646)
174,384 123,375 244,59€
24,894 40,792 49,676
$ 149,49C $ 82,583 194,92C

The accompanying notes are an integral part oktheasolidated financial statemer
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Telephone and Data Systems, In
Consolidated Statement of Cash Flows

Year Ended December 31
(Dollars in thousands)
Cash flows from operating activities
Net income
Add (deduct) adjustments to reconcile net inconeets
cash flows from operating activiti
Depreciation, amortization and accret
Bad debts expens
Stock-based compensation expel
Deferred income taxes, n
Equity in earnings of unconsolidated entil
Distributions from unconsolidated entiti
Loss on impairment of asse
(Gain) loss on asset disposals,

(Gain) loss on sale of business and other exiscost

(Gain) loss on license sales and exchal
(Gain) loss on investmen
Noncash interest expen
Other operating activitie
Changes in assets and liabilities from operat
Accounts receivabl
Inventory
Accounts payabl
Customer deposits and deferred rever
Accrued taxe:
Accrued interes
Other assets and liabilitit

Cash flows from investing activities
Cash used for additions to property, plant andmgent
Cash paid for acquisitions and licen
Cash received from divestitur
Cash paid for investmen
Cash received for investmer
Other investing activitie

Cash flows from financing activities

Repayment of shc-term deb

Repayment of lor-term debt

Issuance of lor-term deb

TDS Common Shares and Special Common Shares
reissued for benefit plans, net of tax paym

U.S. Cellular Common Shares reissued for benefit
plans, net of tax paymer

Repurchase of TDS Common and Special Common S

Repurchase of U.S. Cellular Common Shi

Dividends paid to TDS shareholde

U.S. Cellular dividends paid to noncontrolling patdhareholder

Payment of debt issuance cc

Distributions to noncontrolling interes

Payments to acquire additional interest in subshi
Other financing activitie

Net increase in cash and cash equivaler

Cash and cash equivalent
Beginning of perioc
End of perioc

2013 2012 2011
$ 166,821 $ 122,652 250,242
1,018,077 813,62€ 765,77€
105,62¢ 74,695 68,611
30,338 41,871 36,837
(67,150) 58,785 202,547
(132,714) (92,867) (82,538)
127,92¢ 84,884 92,231
- 515 -
30,841 19,741 10,952
(300,656) 21,061 -
(255,479) E (11,762)
(14,547) 3,718 (24,103)
2,463 (572) 18,849
612 1,393 1,067
(294,320) (81,107) (95,426)
(83,536) (29,917) (13,382)
86,028 (12,332) 29,291
66,460 32,981 35,457
17,388 77,458 (27,871)
380 (891) 3,351
(9,954) (30,523) (4,418)
494,61C 1,105,172 1,255,711
(883,797) (995,517) (971,759)
(314,570) (163,382) (105,508
811,12C 50,182 -
E (120,000 (180,920
115,00C 243,444 393,24€
11,594 (12,796) (1,148)
(260,653) (998,069) (866,089)
= = (32,671)
(1,581) (2,566) (614,639)
37 195,35¢ 643,70C
9,654 (1,119) 32
5,784 (2,205) 1,935
(9,692) (20,026) (21,500)
(18,544) (20,045) (62,294)
(55,293) (53,165) (48,670)
(75,235) - -
(23) (8,242) (21,657)
(3,766) (20,856) (16,236)
(4,505) (3,167) -
8,740 6,136 3,970
(144,424) 70,103 (168,030)
89,533 177,206 221,592
740,481 563,275 341,682
$ 830,014 $ 740,481 563,27E

The accompanying notes are an integral part obtheasolidated financial statemer
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December 31,

Telephone and Data Systems, Ini
Consolidated Balance Sheet — Assets

(Dollars in thousands)

Current assets

Cash and cash equivalel
Shor-term investment
Accounts receivabl

Due from customers and agents, less allowance63690 and $28,152, respectiv:

Other, less allowances of $1,914 and $5,263, réispc

Inventory, nel

Net deferred income tax as:

Prepaid expenst

Income taxes receivab
Other current asse

Assets held for sale

Investments
Licenses
Goodwill
Franchise right

Other intangible assets, net of accumulated anadidiz of $112,752 and $143,613,

respectively

Investments in unconsolidated entit
Long-term investment
Other investment

Property, plant and

equipment

In service and under constructi
Less: Accumulated depreciati

Other assets and d

Total assets

eferred charge

2013 2012
$ 830,014 $ 740,481
50,104 115,70C
551,611 409,72C
179,503 164,608
244,56C 160,692
106,077 43,411
87,920 86,385
2,397 9,625
35,151 32,815
2,087,331 1,763,431
16,027 163,242
1,423,77¢ 1,480,03¢
836,843 797,194
123,668 =
71,454 58,522
301,772 179,921
- 50,305
641 824
2,758,157 2,566,80¢
11,239,80¢ 10,808,49¢
7,361,66( 6,811,23¢
3,878,14¢ 3,997,26¢
164,482 133,15C
$ 8,904,147 $ 8,623,90(

The accompanying notes are an integral part oktheasolidated financial statemer
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Telephone and Data Systems, Ini

Consolidated Balance Sheet — Liabilities and Equity

December 31 2013 2012
(Dollars and shares in thousands
Current liabilities
Current portion of lon-term debt $ 1,646 1,233
Accounts payabl 496,069 377,291
Customer deposits and deferred rever 289,445 222,345
Accrued interes 6,673 6,565
Accrued taxe: 70,518 48,237
Accrued compensatic 115,031 134,932
Other current liabilitie: 212,374 134,005
1,191,75¢ 924,608
Liabilities held for sale - 19,594
Deferred liabilities and credits
Net deferred income tax liabilit 862,97¢ 862,58C
Other deferred liabilities and cred 458,708 438,727
Long-term debt 1,720,07¢ 1,721,571
Commitments and contingencies
Noncontrolling interests with redemption features 536 493
Equity
TDS shareholde’ equity
Series A Common and Common She
Authorized 290,000 shares (25,000 Series A Commdr285,000 Common Shar
Issued 132,711 shares (7,166 Series A Common aén84% Common Shares)
and 132,672 shares (7,160 Series A Common, 256412 Common Shares),
respectively
Outstanding 108,757 shares (7,166 Series A Commari@1,591 Common Share
and 108,031 shares (7,160 Series A Common, @d@71 Common Shares),
respectively
Par Value ($.01 per share) of $1,327 ($72 Seri€#mmon and $1,255 Common
Shares 1,327 1,327
Capital in excess of par vali 2,308,807 2,304,12z
Treasury shares at co
23,954 and 24,641 Common Shares, respect (721,354) (750,099)
Accumulated other comprehensive |i (569) (8,132)
Retained earning 2,529,62¢ 2,464,31¢
Total TDS shareholde’ equity 4,117,837 4,011,53¢
Preferred share 824 825
Noncontrolling interest 551,43€ 643,96€
Total equity 4,670,097 4,656,327
Total liabilities and equity $ 8,904,14 8,623,90(

The accompanying notes are an integral part ottbeasolidated financial stateme
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Telephone and Data Systems, In
Consolidated Statement of Changes in Equity

TDS Shareholders

(Dollars in
thousands)

Series A
Common
and

Accumulated

Capital in Other
Common Excess of
Shares Par Value

Treasury
Common Comprehensive
Shares Income (Loss)

Retained
Earnings

Total TDS
Shareholders

Equity

Preferred
Shares

Non
controlling
Interests

Total
Equity

December 31, 201$

Add (Deduct)
Net income
attributable to
TDS shareholdel
Net income
attributable to
noncontrolling
interests
classified as equi
Net unrealized gai
(loss)
on equity
investment:
Change in foreig!
currency
translation
adjustmen
Changes related tc
retirement
plan
TDS Common ani
Series A
Common Share
dividends
TDS Preferrec
dividend
requiremen
U.S. Cellular
dividends paid
to noncontrolling
public
shareholder
Repurchase ¢
Preferred
Shares
Repurchase of
shares
Dividend
reinvestment pla
Incentive anc
compensation
plans
Adjust investmen
in
subsidiaries for
repurchases,
issuances and
other
compensation
plans
Stoclk-basec
compensation
awards
Tax windfall
(shortfall)
from stock award
Distributions tc
noncontrolling
interests
Adjust investmen
in
subsidiaries for
noncontrolling
interest purchase
Deconsolidation of
partnership:

1,327 $ 2,304,122 $ (750,099) $ (8,132) $ 2,464,331t $

141,927

51 =

(34) -

7,546 =

(55,244)

(49)

(%)
(9,692) - .

- 1,619 13,647

(5,966)

- 655 24,790 (15,355)

- (290) - - -

- 14,430 - - -

: (1,311) : : :

- (10,418) - - -

4,011,53¢

141,927

51

(34

7,546

(55,244)

(49)

(5)
(9,692)

9,300

10,090

(290)

14,430

(1,311)

(10,418)

$ 825

@

$ 643,96€ $ 4,656,321

- 141,927

24,661 24,661

- 34

= 7,546

- (55,244)

- (49)

(75,235)  (75,235)

= (6)
(9,692)

- 9,300

- 10,090

20 (270)
- 14,430
- (1,311)

(3576)  (3,576)

5370  (5,048)

(43,770)  (43,770)

December 31, 2018

1,327 $ 2,308,801 $ (721,354 $ (569)

$ 252962¢ $ 4,117,837 $

824

$ 551,43€ $4,670,09i




The accompanying notes are an integral part okthessolidated financial statemer

44




Table of Contents

Telephone and Data Systems, In
Consolidated Statement of Changes in Equity

TDS Shareholders

(Dollars in
thousands)

Series A
Common
and

Accumulated

Capital in Other
Common Excess of
Shares Par Value

Treasury
Common Comprehensive
Shares Income (Loss)

Retained
Earnings

Total TDS
Shareholders

Equity

Preferred

Shares

Non
controlling Total
Interests Equity

December 31, 201$

Add (Deduct)
Net income
attributable to
TDS shareholdel
Net income
attributable to
noncontrolling
interests
classified as equi
Net unrealized gai
(loss)
on equity
investment:
Change in foreign
currency
translation
adjustmen
Changes related
retirement
plan
TDS Common ani
Series A
Common Share
dividends
TDS Preferred
dividend
requiremen
Repurchase ¢
Preferred Share
Repurchase ¢
shares
Dividend
reinvestment pla
Incentive anc
compensation
plans
Adjust investment
in
subsidiaries for
repurchases,
issuances and
other
compensation
plans
Stocl-basec
compensation
awards
Tax windfall
(shortfall)
from stock award
Distributions tc
noncontrolling
interests
Adjust investment
in
subsidiaries for
noncontrolling
interest
purchase

Other

1,326 $ 2,268,711 $ (750,921) $ (8,854) $ 2,451,89¢ $

81,861

49 -

669 -

(53,115)

(50)

17

(20,026) - .

1 1,148 14,123 (8,349)

= 444 6,725

(7,911)

- 12,572 - - -

= 20,030 = = =

- (3,179) - - -

- 4,396 - - -

3,962,161

81,861

49

669

(53,115)

(50)
17)
(20,026)

6,923

(742)

12,572

20,030

(3,179)

4,396

$

830

$ 639,68¢ $4,602,67¢

- 81,861

40,739 40,739

- 669

- (53,115)

= (50)
- (22)
- (20,026)

- 6,923

: (742)

(14,924)  (2,352)
- 20,030
- (3.179)
(20,856)  (20,856)

(738) 3,658
57 57

December 31, 201$

1,327 $ 2,304,122 $ (750,099) $ (8,132) $ 2,464,331t $

4,011,53¢

$

825

$ 643,96€ $ 4,656,327

The accompanying notes are an integral part oktheasolidated financial statemer
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Telephone and Data Systems, In
Consolidated Statement of Changes in Equity

TDS Shareholders

Series A
Common,
Special
Common
and
Common
Shares

(Dollars in
thousands)

Capital in
Excess of
Par Value

Special
Common
and
Common
Treasury
Shares

Accumulated
Other
Comprehensive

Income (Loss)

Retained
Earnings

Total TDS
Shareholders
Equity

Preferred

Shares

Non
controlling Total
Interests Equity

December 31, 201$

Add (Deduct)
Net income
attributable to

TDS shareholdel -
Net income
attributable to

noncontrolling
interests

classified as equi -
Net unrealized gai
(loss)

on equity
investment: -
Changes related
retirement

plan -
TDS Common
Special Common

and Series A
Common Share

dividends -
TDS Preferred
dividend

requiremen -
Repurchase ¢
shares -
Dividend
reinvestment pla -
Incentive anc
compensation

plans -
Adjust investmen
in

subsidiaries for
repurchases,

issuances and
other

compensation
plans
Stock-based
compensation

awards -
Tax windfall
(shortfall)

from stock award -
Distributions to
noncontrolling

interests -
Impact of Shar
Consolidatior 56

Other =

1,270

$ 2,107,92¢

1,087

279

(572)

16,654

(697)

144,031

$ (738,695 $ (3,208)

= 138

- (5,784)

(21,500) -

5,260

4,014 :

$ 2,450,59¢

200,56¢€

(48,620)

(50)

(2,675)

(3,817)

(144,104

$ 3,817,89¢

200,56¢€

138

(5,784)

(48,620)

(50)
(21,500)

3,672

476

(572)

16,654

(697)

@an

$

830

$ 647,015 $4,465,73¢

= 200,56¢€

49,505 49,505

= 138

- (5,784)

- (48,620

- (50)
- (21,500)

- 3,672

= 476

(40,961)  (41,533)

= 16,654

- (697)

(16,236)  (16,236)

- 17
367 367

December 31, 201$ 1,326

$ 2,268,711

$ (750,921) $ (8,854)

$ 2,451,89¢

$ 3,962,161

$

830

$ 639,68¢ $4,602,67¢

The accompanying notes are an integral part oktheasolidated financial statemer
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Telephone and Data Systems, Inc.
Notes to Consolidated Financial Statements

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A ND RECENT ACCOUNTING
PRONOUNCEMENTS

Nature of Operations

Telephone and Data Systems, Inc. (“TDS") is a difierd telecommunications company providing higladiy
telecommunications services to approximately 4 laniwireless customers and 1.1 million wirelinedacable connections at
December 31, 2013. TDS conducts substantiallgfats wireless operations through its 84%-ownelkadiary, United States
Cellular Corporation (“U.S. Cellular”). TDS proviglevireline services, cable services and hostedreamthged services
(“HMS”) through its wholly-owned subsidiary, TDS [Eeommunications Corporation (“TDS Telecom”).

TDS conducts printing and distribution servicestlyh its majority-owned subsidiary, Suttle-Strduos, (“Suttle-Straus”) and
provides wireless services through its wholly-owsabsidiary, Airadigm Communications, Inc. (“Airgdi”), a Wisconsin-
based service provider (collectively, the “Non-Reigble Segment”). At this time, Airadigm operaitedependently from U.S.
Cellular. Suttle-Straus and Airadigm’s financiesults were not significant to TDS’ operations @13.

Previously, TDS had reported the following repoleagegments: U.S. Cellular, TDS Telecom’s incumbecal exchange
carrier (“ILEC"), its competitive local exchangergar (“CLEC"), its HMS operations and the Non-Rejable Segment. As a
result of recent acquisitions and changes in T@&tegy, operations and internal reporting, TDSreavaluated and changed
its operating segments during the year ended Deeefih 2013, which resulted in the following repbte segments: U.S.
Cellular, TDS Telecom’s Wireline, Cable and HMS @imns, and the Non-Reportable Segment. The Waalegment
consists of the former ILEC and CLEC segments. Chakle segment consists of Baja Broadband, LLCj&Bawhich was
acquired in August 2013. The HMS segment remaichanged, except that it now uses a unified bramden OneNeck IT
Solutions (“OneNeck”), as a result of the consdlmaof the HMS operations. Periods presenteddonparative purposes have
been re-presented to conform to the revised prasentdescribed above. All of TDS’ segments opecatly in the United
States, except for HMS, which includes an insigaifit foreign operation. See Note 18 — Businessngeag Information for
summary financial information on each business ssgm

Principles of Consolidation

The accounting policies of TDS conform to accoumiaminciples generally accepted in the United StafeAmerica (“GAAP”)
as set forth in the Financial Accounting Stand&dard (“FASB”) Accounting Standards Codificatiol’ASC"). Unless
otherwise specified, references to accounting gions and GAAP in these notes refer to the requérgmof the FASB ASC.
The consolidated financial statements include to@ants of TDS, its majority-owned subsidiarieqnayal partnerships in
which it has a majority partnership interest andalde interest entities (“VIES”) in which TDS ibd primary beneficiary. Both
VIE and primary beneficiary represent terms defibgdGAAP.

Intercompany accounts and transactions have beemated.

Reclassifications

Certain prior year amounts have been reclassifiesbhform to the 2013 financial statement pres@ntatThese
reclassifications did not affect consolidated mebime attributable to TDS shareholders, cash flassets, liabilities or equity
for the years presented.

Business Combinations

TDS accounts for business combinations at faireszauaccordance with the acquisition method. Tinéthod requires that the

acquirer recognize 100% of the acquiree’s assetdialbilities at their fair values on the acquisitidate for all acquisitions,
whether full or partial. In addition, transactioosts related to acquisitions are expensed.
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Use of Estimates

The preparation of consolidated financial statesméntonformity with GAAP requires management tdkemastimates and
assumptions that affect (a) the reported amourgs®éts and liabilities and disclosure of contihgessets and liabilities at the
date of the financial statements and (b) the replagimounts of revenues and expenses during thetedgmeriod. Actual results
could differ from those estimates. Significanirastes are involved in accounting for goodwill andefinite-lived intangible
assets, depreciation, amortization and accretlmwance for doubtful accounts, loyalty reward gsjrincome taxes, stock
based compensation and asset retirement obligations

Cash and Cash Equivalents
Cash and cash equivalents include cash and shortéghly liquid investments with original matues of three months or less.
Short-Term and Long-Term Investments

At December 31, 2013 and 2012, TDS had $50.1 milliod $115.7 million, respectively, in Short-termaéstments. At
December 31, 2012, TDS had $50.3 million in Longrténvestments. Short-term and Long-term investmennsist primarily
of U.S. Treasury Notes which are designated astoefdaturity investments and are recorded at amextttost in the
Consolidated Balance Sheet. For these investmEDS), objective is to earn a higher rate of retamfunds that are not
anticipated to be required to meet liquidity nemdhe near term, while maintaining a low levelimfestment risk. See Note 2
— Fair Value Measurements for additional detailsStwort-term and Long-term investments.

Accounts Receivable and Allowance for Doubtful Acamnts

U.S. Cellular’s accounts receivable consist pritgarf amounts owed by customers for wireless ses/i@nd equipment sales,
by agents for sales of equipment to them and bgratlireless carriers whose customers have useddglilar’s wireless
systems.

TDS Telecom’s accounts receivable primarily consfstmounts owed by customers for services provibdgdnterexchange
carriers for long-distance traffic which TDS Teletoarries on its network, and by interstate ancstate revenue pools that
distribute access charges.

The allowance for doubtful accounts is the besiege of the amount of probable credit losses edl&d existing accounts
receivable. The allowance is estimated basedsinridal experience and other factors that coulecatollectability. Accounts
receivable balances are reviewed on either an ggtg®r individual basis for collectability depemglion the type of
receivable. When it is probable that an accoularize will not be collected, the account balancshmrged against the
allowance for doubtful accounts. TDS does not leaweoff-balance sheet credit exposure relatetstoustomers.

The changes in the allowance for doubtful accodating the years ended December 31, 2013, 2012@ht were as follows:

2013 2012 2011

(Dollars in thousands)

Beginning balanc $ 33,415 $ 31,071 $ 35,007
Additions, net of recoverie 105,62¢ 74,695 68,611
Deductions (73,440) (72,351) (72,547)

Ending balanci $ 65,604 $ 33,415 $ 31,071

Inventory
Inventory consists primarily of wireless deviceatstl at the lower of cost or market, with cost debeed using the first-in,

first-out method and market determined by replaceroests or estimated net realizable value. TDIBcben’s materials and
supplies are stated at average cost.
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Fair Value Measurements

Under the provisions of GAAP, fair value is a markased measurement and not an entity-specific une@ent, based on an
exchange transaction in which the entity sellsssetor transfers a liability (exit price). Thewisions also establish a fair
value hierarchy that contains three levels for tapused in fair value measurements. Level 1 injmnaiside quoted market
prices for identical assets or liabilities in aetimarkets. Level 2 inputs include quoted markiggegrfor similar assets and
liabilities in active markets or quoted market pador identical assets and liabilities in inactiwarkets. Level 3 inputs are
unobservable. A financial instrument’s level withihe fair value hierarchy is based on the lowegtllof any input that is
significant to the fair value measurement. A ficiahinstrument’s level within the fair value hiechy is not representative of
its expected performance or its overall risk peofihd, therefore, Level 3 assets are not neceshagiier risk than Level 2
assets or Level 1 assets.

Goodwill

TDS has Goodwill as a result of its acquisitionsvireless businesses, the acquisitions of ILEClecamd HMS companies
and, under previous business combination guidaneééct prior to 2009, step acquisitions rela@ttS. Cellular’s repurchase
of its common shares. Such Goodwill representgxicess of the total purchase price over the fdirevaf net assets acquired in
these transactions.

Licenses

Licenses consist of direct and incremental costsried in acquiring Federal Communications Comrois$iFCC”) licenses to
provide wireless service.

TDS has determined that wireless licenses areimtifived intangible assets and, therefore, mbiject to amortization based
on the following factors:

. Radio spectrum is not a depleting asset.
. The ability to use radio spectrum is not limitecatty one technology.

. TDS and its consolidated subsidiaries are licensese radio spectrum through the FCC licensinggss, which
enables licensees to utilize specified portionthefspectrum for the provision of wireless service.

. TDS and its consolidated subsidiaries are requoednew their FCC licenses every ten years @gpme cases, every
fifteen years. To date, all of TDS’ license reneaplications have been granted by the FCC. Gdpgeliabnse
renewal applications filed by licensees otherwisedmpliance with FCC regulations are routinelynged. If,
however, a license renewal application is challdngjgher by a competing applicant for the licensbyoa petition to
deny the renewal application, the license will beawed if the licensee can demonstrate its entthtito a “renewal
expectancy.” Licensees are entitled to such anaapey if they can demonstrate to the FCC that Haae provided
“substantial service” during their license term dwade “substantially complied” with FCC rules aradigies. TDS
believes that it is probable that its future lioemsnewal applications will be granted.

Franchise rights

TDS has Franchise rights as a result of its adipisof a cable business. Franchise rights aengible assets that provide their
holder with the right to operate a business inrtagegeographical location as sanctioned by thadhiser, usually a
government agency. TDS has determined that Fraaclyhts are indefinite-lived intangible assets, dherefore, not subject to
amortization because TDS expects both the reneptiiebgranting authorities and the cash flows gateerfrom the Franchise
rights to continue indefinitely. Cable Franchigghts are generally granted for ten year periodsraay be renewed for
additional terms upon approval by the granting ariti. TDS anticipates that future renewals ofFtanchise rights will be
granted.

Goodwill, Licenses and Franchise rights ImpairmentAssessment
Goodwill, Licenses and Franchise rights must bessed for impairment annually or more frequentviénts or changes in

circumstances indicate that such assets might paiied. TDS performs its annual impairment assessofeGoodwill,
Licenses and Franchise rights as of November hdf gear.
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TDS may first assess qualitative factors, suchoagpany, industry and economic trends to determinetier it is necessary to
perform the two-step Goodwill impairment test.détermined to be necessary, the first step complaecfsir value of the
reporting unit to its carrying value. If the camgiamount exceeds the fair value, the second $tiye dest is performed to
measure the amount of impairment loss, if any. §¢mnd step compares the implied fair value oftempunit Goodwill with
the carrying amount of that Goodwill. To calculttie implied fair value of Goodwill in this secortés, an enterprise allocates
the fair value of the reporting unit to all of thesets and liabilities of that reporting unit (irdihg any unrecognized intangible
assets) as if the reporting unit had been acquiracbusiness combination and the fair value wagtite paid to acquire the
reporting unit. The excess of the fair value ofigorting unit over the amount assigned to thetasnd liabilities of the
reporting unit is the implied fair value of Goodlwif the carrying amount of Goodwill exceeds thepiied fair value of
Goodwill, an impairment loss is recognized for théterence.

The impairment test for an indefinite-lived intanigi asset other than Goodwill may consist of fastessing qualitative factors,
such as company, industry and economic trenddetdrmined to be necessary, the next step comffeedair value of the
intangible asset to its carrying amount. If thergiag amount exceeds the fair value, an impairnesd is recognized for the
difference.

Quoted market prices in active markets are thedddence of fair value of an intangible asseteporting unit and are used
when available. If quoted market prices are notlalke, the estimate of fair value is based onliést information available,
including prices for similar assets and the usetlér valuation techniques. Other valuation techesginclude present value
analysis, multiples of earnings or revenues, oilairperformance measures. The use of these tewbsigvolve assumptions
by management about factors that are uncertaindingj future cash flows, the appropriate discoat#,rand other inputs.
Different assumptions for these inputs could creaaéerially different results.

U.S. Cellular

U.S. Cellular tests Goodwill for impairment at fegel of reporting referred to as a reporting uRdr purposes of its
impairment testing of Goodwill in 2013, U.S. Ce#luidentified four reporting units. The four repog units represent four
geographic groupings of operating markets, repteggfour geographic service areas. For purpo$és ampairment testing of
Goodwill in 2012, U.S. Cellular identified five reging units. The change in reporting units restifrom the NY1 & NY2
Deconsolidation more fully described in Note 7 —vdatments in Unconsolidated Entities.

A discounted cash flow approach was used to vadel esporting unit for purposes of the Goodwill aifment review by using
value drivers and risks specific to the currenustdy and economic markets. The cash flow estiniategporated assumptions
that market participants would use in their estesaif fair value. Key assumptions made in this @ssavere the discount rate,
estimated expected revenue growth rate, proje@piiat expenditures and the terminal growth rate.

U.S. Cellular tests Licenses for impairment atlével of reporting referred to as a unit of accanmtFor purposes of its 2013
impairment testing of Licenses, U.S. Cellular safet its FCC licenses into eleven units of accogribased on geographic
service areas. For purposes of its 2012 impairnesting of Licenses, U.S. Cellular separated @S Hicenses into thirteen
units of accounting based on geographic servicasar&he change in units of accounting resulteah ffip the Divestiture
Transaction and the Mississippi Valley non-opeatimarket license sale, both of which are more fdégcribed in Note 5 —
Acquisitions, Divestitures and Exchanges and i) NY1 & NY2 Deconsolidation more fully describedNote 7 —
Investments in Unconsolidated Entities. In both2@mhd 2012, seven of the units of accounting remtesl geographic
groupings of licenses which, because they werdeiolg utilized and, therefore, were not expectegetoerate cash flows from
operating activities in the foreseeable future,enensidered separate units of accounting for mapof impairment testing.

U.S. Cellular estimates the fair value of builelses for purposes of impairment testing usindthile-out method. The build-
out method estimates the fair value of Licensesadgulating future cash flows from a hypothetidarsup wireless company
and assuming that the only assets available upometion are the underlying Licenses. To apply théthod, a hypothetical
build-out of U.S. Cellular’'s wireless network, iatructure, and related costs are projected basethdket participant
information. Calculated cash flows, along with antmal value, are discounted to the present anchseoirto determine the
estimated fair value.

For units of accounting which consist of unbuitelnses, U.S. Cellular prepares estimates of fhieuvay reference to prices
paid in recent auctions and market transactiongevaeailable. If such information is not availaliteg fair value of the unbuilt
licenses is assumed to change by the same pereeatadjin the same direction, that the fair valuleuilt licenses measured
using the build-out method changed during the plerio

TDS Telecom

TDS Telecom has recorded Goodwill as a result @fitquisition of ILEC, HMS and cable businesses. pgarposes of the
annual impairment testing, TDS Telecom has thrpertang units: one ILEC reporting unit within itsiline reportable
operating segment, one reporting unit within its Slk&portable operating segment and one reportiiigMithin its Cable
reportable operating segment.
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For purposes of its annual impairment testing obdall, as of November 1, 2012, TDS Telecom ideetiffour reporting
units: one reporting unit within its ILEC reportaloperating segment and three reporting unitsiwite HMS reportable
operating segment. TDS Telecom’s change in rempttnits resulted from additional acquisitions a5’ reevaluation of its
operating segments, more fully described above.

For purposes of its impairment testing of Goodwil2013, TDS Telecom performed a qualitative agaess of the Cable
reporting unit, which analyzed company, industrg anonomic trends and determined the two-step Gibladwpairment test
was not necessary since it was more likely tharthadtthe fair value was at least equal to theya@grvalue of the reporting
unit.

The discounted cash flow approach and publiclyedaguideline company method were used to valud_.th€ and HMS
reporting units. The discounted cash flow apprazs#s value drivers and risks specific to the itrguend current economic
factors. The cash flow estimates incorporatedrapsions that market participants would use in tiesiimates of fair value and
may not be indicative of TDS Telecom’s specificiasptions. The most significant assumptions madbigprocess were the
revenue growth rate, discount rate, projected abeitpenditures and the terminal growth rate.

The publicly-traded guideline company method depglan indication of fair value by calculating aygganarket pricing
multiples for selected publicly-traded companieisgisnultiples of various financial measures. Tleealoped multiples are
applied to applicable financial measures of theeetve reporting unit to determine fair value.v&i the nature of this
methodology, no specific consideration of the ecoiccenvironment was considered since those fagtorgd be inherent in the
multiples used.

TDS Telecom has recorded Franchise rights as # mfshe acquisition of a cable business in Augt®t3. TDS Telecom tests
Franchise rights for impairment at a level of reimgy referred to as a unit of accounting. For pegs of its impairment testing
of Franchise rights in 2013, TDS Telecom identiftiese Cable unit of accounting. TDS Telecom perfera qualitative
assessment of the Cable unit of accounting, whietlyaed company, industry and economic trends aterchined no further
testing was necessary since it was more likely tiwrthat the fair value of the Franchise rightsatleast equal to their
carrying value.

Investments in Unconsolidated Entities

Investments in unconsolidated entities consishedants invested in wireless and wireline entitresvhich TDS holds a
noncontrolling interest. TDS follows the equity tim@d of accounting for such investments in whishoitvnership interest is
less than or equal to 50% but equals or exceedsf@0&6rporations and 3% for partnerships and Behiiability companies, or
for unconsolidated entities in which its ownersisigreater than 50% but TDS does not have a cdinggdinancial interest.
The cost method of accounting is followed for simrestments in which TDS’ ownership interest islédgan 20% for
corporations and is less than 3% for partnershipsliited liability companies and for investmefds which TDS does not
have the ability to exercise significant influence.

For its equity method investments for which finah@nformation is readily available, TDS recordséiquity in the earnings of
the entity in the current period. For its equitgthod investments for which financial informatiemiot readily available, TDS
records its equity in the earnings of the entityaaone quarter lag basis.

Property, Plant and Equipment

Property, plant and equipment is stated at ther@igost of construction or purchase includingitdized costs of certain
taxes, payroll-related expenses, interest and atguincosts to remove the assets.

Expenditures that enhance the productive capatigsets in service or extend their useful livescapitalized and
depreciated. Expenditures for maintenance andreepbassets in service are charged to Cost ofces and products or
Selling, general and administrative expense, abcamte. Retirements and disposals of assetseam@ded by removing the
original cost of the asset (along with the relesedumulated depreciation) from plant in service elmarging it, together with
net removal costs (removal costs less any appécatidrued asset retirement obligations and salalge realized), to (Gain)
loss on asset disposals, net.

Costs of developing new information systems arétaligeed and amortized over their expected econaméful lives.

Depreciation

Depreciation is provided using the straight-linetmoel over the estimated useful life of the assstsept for certain Wireline
segment assets, which use the group depreciatittoche The group depreciation method develops sedégtion rate based on
the average useful life of a specific group of tsgather than each asset individually. TDS daptes leasehold improvement
assets associated with leased properties overdsergmging from one to thirty years; such perigusraximate the shorter of the
assets’ economic lives or the specific lease terms.
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Useful lives of specific assets are reviewed thhoug the year to determine if changes in technolmgyther business changes
would warrant accelerating the depreciation of ¢hgecific assets. Due to the Divestiture Transagctiore fully described in
Note 5 — Acquisitions, Divestitures and Exchangs§. Cellular changed the useful lives of certasets in 2013 and 2012.
Other than the Divestiture Transaction, there vmerether material changes to useful lives of prgpglant and equipment in
2013, 2012 or 2011. TDS Telecom did not materielignge the useful lives of its property, plant agdipment in 2013, 2012
or 2011.

Impairment of Long-lived Assets

TDS reviews long-lived assets for impairment whemewents or changes in circumstances indicatdibassets might be
impaired. If necessary, the impairment test fogthle long-lived assets is a two-step process.firsestep compares the
carrying value of the asset (or asset group) vhi¢hestimated undiscounted cash flows over the réntaasset (or asset group)
life. If the carrying value of the asset (or aggeup) is greater than the undiscounted cash fldvessecond step of the test is
performed to measure the amount of impairment Ibiss.second step compares the carrying value addbet to its estimated
fair value. If the carrying value exceeds the eated fair value (less cost to sell), an impairmess is recognized for the
difference.

U.S. Cellular has one asset group for purposess#ssing property, plant and equipment for impaitrhased on the fact that
the individual operating markets are reliant ontily operated data centers, mobile telephoneckiviy offices, network
operations center and wide-area network. As dtrddis. Cellular operates a single integratedameti wireless network, and
the lowest level for which identifiable cash floene largely independent of the cash flows of otfreups of assets and
liabilities represent cash flows generated by $imigle interdependent network.

TDS Telecom has five asset groups for purposess#ssing property, plant and equipment for impaitrbased on their
integrated network, assets and operations. THeftass generated by each of these groups is thedblevel for which
identifiable cash flows are largely independenthef cash flows of other groups of assets and liesil

Quoted market prices in active markets are thedaddence of fair value of a tangible long-livedeisand are used when
available. If quoted market prices are not avadlatiie estimate of fair value is based on the iné&stmation available, including
prices for similar assets and the use of otheratmn techniques. A present value analysis of #lashscenarios is often the
best available valuation technique. The use oftdtdhnique involves assumptions by management daotatrs that are
uncertain including future cash flows, the appratgridiscount rate and other inputs. Different aggions for these inputs could
create materially different results.

Agent Liabilities

U.S. Cellular has relationships with agents, wtdoh independent businesses that obtain custonrets3o Cellular. At
December 31, 2013 and 2012, U.S. Cellular had adc#121.3 million and $88.2 million, respectively; amounts due to
agents. This amount is included in Other curriaiilities in the Consolidated Balance Sheet.

Other Assets and Deferred Charges

Other assets and deferred charges include undersirind legal fees and other charges relatedtinig various borrowing
instruments and other long-term agreements, andracetized over the respective term of each instntmThe amounts for
deferred charges included in the Consolidated Bal&heet at December 31, 2013 and 2012, are sheivai accumulated
amortization of $41.4 million and $30.0 millionspectively.

Asset Retirement Obligations

U.S. Cellular operates cell sites, retail stores @ffice spaces in its operating markets. A majaritthese sites, stores and
office spaces are leased. Most of these leaseaindatms which require or may require U.S. Ceflttereturn the leased
property to its original condition at the lease iexqion date.

TDS Telecom owns poles, cable and wire and cehtaiidings and leases data center and office spat@@perty used for
housing central office switching equipment and fibgble. These assets and leases often have reoraeahediation
requirements associated with them. For example, TEI&com’s poles, cable and wire are often locategroperty that is not
owned by TDS Telecom and are often subject to theigions of easements, permits, or leasing arnaegés. Pursuant to the
terms of the permits, easements, or leasing armeges, TDS Telecom is often required to removedlassets and return the
property to its original condition at some defirdate in the future.
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TDS accounts for asset retirement obligations bgnding the fair value of a liability for legal aophtions associated with an
asset retirement in the period in which the oblayes are incurred. At the time the liability is urced, TDS records a liability
equal to the net present value of the estimatedofdhe asset retirement obligation and incredisesarrying amount of the
related long-lived asset by an equal amount. Tdt@lily is accreted to its present value over aqokending with the estimated
settlement date of the respective asset retirentdigtation. The carrying amount of the long-livasket is depreciated over the
useful life of the asset. Upon settlement of thisgalion, any difference between the cost to rettieeasset and the recorded
liability (including accretion of discount) is regoized in the Consolidated Statement of Operations.

Treasury Shares

Common Shares repurchased by TDS are recordedteastreasury shares and result in a reductiequity. Treasury shares
are reissued as part of TDS’ stock-based compemsptograms. When treasury shares are reissues deermines the cost
using the first-in, first-out cost method. ThefeiEnce between the cost of the treasury shareseswsliance price is included in
Capital in excess of par value or Retained earnings

Revenue Recognition
U.S. Cellular

Revenues from wireless operations consist primafily

. Charges for access, airtime, roaming, long distadi@i and other value added services provided$o Cellular’s
retail customers and to end users through piadty resellers;

. Charges to carriers whose customers use U.S. @eédligdystems when roaming;

. Sales of equipment and accessories;

. Amounts received from the Universal Service FUNdiSF”) in states where U.S. Cellular has been desaghan
Eligible Telecommunications Carrier (“ETC"); and

. Redemptions of loyalty reward points for produatservices.

Revenues related to wireless services and otheealded services are recognized as servicesrateregl. Revenues billed in
advance or in arrears of the services being provide estimated and deferred or accrued, as ajq@pr

Revenues from sales of equipment and accessodes@ygnized when title and risk of loss passéise¢@gent or end-user
customer.

U.S. Cellular allocates revenue to each elementufiple element service offerings using the rekaselling price method.
Under this method, arrangement consideration, wbaetsists of the amounts billed to the customeohahy cash-based
discounts, is allocated to each element on thesludisis relative selling price on a stand-alonsi®aSuch stand-alone selling
price is determined in accordance with the follogvirierarchy:

. U.S. Cellular-specific objective evidence of staaldre selling price, if available; otherwise
. Third-party evidence of selling price, if it is detinable; otherwise
. A best estimate of stand-alone selling price.

U.S. Cellular estimates stand-alone selling prafate elements of its service offerings as follows

. Wireless services — Based on the actual sellingedsi.S. Cellular offers when such plan is sold atead-alone basis,
or if the plan is not sold on a stand-alone basiS, Cellular’s estimate of the price of such di@ased on similar plans
that are sold on a stand-alone basis.

. Wireless devices — Based on the selling price @f#fspective wireless device when it is sold otaadsalone basis.

. Phone Replacement — Based on U.S. Cellular’'s esginfahe price of this service if it were sold @stand-alone
basis, which was calculated by estimating the ab#tis program plus a reasonable margin.

. Loyalty reward points — By estimating the retaicprof the products and services for which poinésy ibe redeemed
and dividing such amount by the number of loyaltyngs required to receive such products and sesviddis is
calculated on a weighted average basis and redquifsCellular to estimate the percentage of Igyadiints that will
be redeemed for each product or service.
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U.S. Cellular follows the deferred revenue methbdazounting for its loyalty reward program. Undeis method, revenue
allocated to loyalty reward points is deferred.v&wie is recognized at the time of customer redempt when such points
have been depleted via an account maintenanceecHar§. Cellular periodically reviews and revides tedemption and
depletion rates as appropriate based on historyelatbd future expectations. As of December 8132U.S. Cellular
estimated loyalty reward points breakage baseduadal estimates and recorded a $7.4 million gkan estimate, which
reduced Customer deposits and deferred revenuhe @onsolidated Balance Sheet and increased @ueravenues in the
Consolidated Statement of Operations.

In the fourth quarter of 2013, U.S. Cellular isslmghlty reward points with a value of $43.5 millias a loyalty bonus in
recognition of the inconvenience experienced byauers during U.S. Cellular’s recent billing systeamversion. The value
of the loyalty bonus reduced Operating revenuekdrConsolidated Statement of Operations and isece&ustomer deposits
and deferred revenues in the Consolidated BalaheetS

As of December 31, 2013 and 2012, U.S. Cellulardefdrred revenue related to loyalty reward potistanding of $116.2
million and $56.6 million, respectively. These amts are recorded in Customer deposits and defezreshues (a current
liability account) in the Consolidated Balance Shae customers may redeem their reward pointsmiiktie current period.

Cash-based discounts and incentives, includingdigis to customers who pay their bills throughuse of on-line bill
payment methods, are recognized as a reductiompefdaiing revenues concurrently with the associegednue, and are
allocated to the various products and serviceldrbundled offering based on their respectiveixaatelling price.

In order to provide better control over wirelesside quality, U.S. Cellular sells wireless devitesgents. U.S. Cellular pays
rebates to agents at the time an agent activatewaustomer or retains an existing customer marsaction involving a
wireless device. U.S. Cellular accounts for thetmtes by reducing revenues at the time of thelegs device sale to the agent
rather than at the time the agent activates a mstomer or retains a current customer. Similagly. Cellular offers certain
wireless device sales rebates and incentives tetid customers and records the revenue neteofdhresponding rebate or
incentive. The total potential rebates and ina@stiare reduced by U.S. Cellular’s estimate ofte=btinat will not be redeemed
by customers based on historical experience of seadmptions.

GAAP requires that activation fees charged withghle of equipment and service be allocated tetjugpment and service
based upon the relative selling prices of each.it®avice activation fees charged at agent locatiaere U.S. Cellular does
not also sell a wireless device to the customerdaferred and recognized over the average ddféceDevice activation fees
charged as a result of handset sales at Compangebretail stores are recognized at the time thesedtris delivered to the
customer.

ETC revenues recognized in the reporting periodesgmt the amounts which U.S. Cellular is entittedeceive for such period,
as determined and approved in connection with Oeflular’'s designation as an ETC in various states.

TDS Telecom

Revenue from Wireline operations consists primasflgharges for:

. Providing telephone voice services;

. Compensation for carrying long-distance voice aata draffic on TDS Telecom’s local telephone netwoincluding
compensation from inter-state and intra-state eguy recovery mechanisms;

. Leasing, selling, installing and maintaining cuséompremise equipment;

. Providing broadband services;

. Providing hosted Voice over Internet Protocol (“?8) solutions and other hosted services to busjness

. Reselling long-distance services; and

. Selling Internet Protocol Television (“IPTV”) andtellite video service.

Cable operating revenues consist of charges for:
. Providing basic and pay-per-view video services;

. Providing broadband services; and
. Providing Internet Protocol (“IP”) telephone voiservices.
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HMS operating revenues consist of charges for:

. Providing colocation;

. Providing dedicated hosting;

. Providing hosted application management and clamapeiting services; and

. Planning, engineering, procurement, installatiates and management of IT infrastructure hardwaligiens.

Revenues related to services are recognized asegare rendered. Activation fees charged arerdaf and recognized over
the average customer’s service period. Revenletedeo products are recognized when title arldafdoss transfer from TDS
Telecom to the customer.

TDS Telecom offers some products and servicesatigaprovided by third-party vendors, primarily d#eevideo service
through its Wireline business, and third-party @guént maintenance contracts through its HMS busin@®S records these
service revenues on a net basis.

TDS Telecom offers discounts and incentives toamsts who receive certain groupings of productssamdices (bundled
arrangements). These discounts are recognizedicently with the associated revenue and are ahalce the various
products and services in the bundled offering basettheir relative selling prices.

Discounts and cash incentives offered by TDS Tefetttat are given directly to customers are recoidede financial
statements as a reduction of Operating revenues.

TDS Telecom earns Wholesale revenues in its Weedggment as a result of its participation in reregoools with other
telephone companies for interstate revenue ancefitain intrastate revenue. Such pools are fubgiddng distance revenue
and/or access charges within state jurisdictiomstgnaccess charges in the interstate jurisdictiMholesale revenues earned
through the various pooling processes are recdrdedd on estimates following the National ExchaDgeier Association’s
rules as approved by the FCC.

Amounts Collected from Customers and Remitted to Geernmental Authorities

TDS records amounts collected from customers amitterl to governmental authorities net within a liakility account if the
tax is assessed upon the customer and TDS meitslasan agent in collecting the tax on behalhefimposing governmental
authority. If the tax is assessed upon TDS, timeaumts collected from customers as recovery ofdkeare recorded in
Operating revenues and amounts remitted to govartahauthorities are recorded in Selling, genenal administrative
expenses in the Consolidated Statement of Opegatibhe amounts recorded gross in revenues thailke to customers and
remitted to governmental authorities totaled $13iilion, $152.4 million and $141.3 million for 2812012 and 2011,
respectively.

Advertising Costs

TDS expenses advertising costs as incurred. Aidirggtcosts totaled $212.8 million, $240.9 milliand $267.7 million in
2013, 2012 and 2011, respectively.

Income Taxes

TDS files a consolidated federal income tax retubeferred taxes are computed using the liabiligthod, whereby deferred
tax assets are recognized for future deductiblepteary differences and operating loss carryforwaads deferred tax liabilities
are recognized for future taxable temporary diffiess. Both deferred tax assets and liabilitiesvaasured using the tax rates
anticipated to be in effect when the temporaryedéhces reverse. Temporary differences are therelifces between the
reported amounts of assets and liabilities and thgibases. Deferred tax assets and liabilitiesadjusted for the effects of
changes in tax laws and rates on the date of eeatinDeferred tax assets are reduced by a vatualiowance when it is more
likely than not that some portion or all of the eleéd tax assets will not be realized. TDS evaliatcome tax uncertainties,
assesses the probability of the ultimate settleméhtthe applicable taxing authority and recordsasnount based on that
assessment.

Stock-Based Compensation

TDS has established long-term incentive plansdéivd reinvestment plans, a Non-Employee Directormnsation plan, and
previously had an employee stock purchase plarrddifics was terminated in the fourth quarter of R0See Note 16 — Stock-
based Compensation for additional information. @ivdend reinvestment plan of TDS is not consideaecompensatory plan
and, therefore, recognition of compensation castgfants made under this plan is not required.othler plans are considered
compensatory plans; therefore, recognition of camp#on costs for grants made under these plaes|isred.
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TDS values its share-based payment transactiong asBlack-Scholes valuation model. Stock-basedpsmsation cost
recognized during the period is based on the podidhe share-based payment awards that are tdtiynexpected to vest.
Accordingly, stock-based compensation cost recaghims been reduced for estimated forfeituresfefares are estimated at
the time of grant and revised, if necessary, irseghent periods if actual forfeitures differ fromoge estimates. Pre-vesting
forfeitures and expected life are estimated baseistorical experience related to similar awagiging consideration to the
contractual terms of the stock-based awards, \@sthedules and expectations of future employeavi@h TDS believes that
its historical experience provides the best estaf future pre-vesting forfeitures and futureemtpd life. The expected
volatility assumption is based on the historicdgtitty of TDS’ common stock over a period commerete with the expected
life. The dividend yield assumption is equal te tlividends declared in the most recent year @& @ptage of the share price
on the date of grant. The risk-free interest estsumption is determined using the U.S. TreasueydYCurve Rate with a term
length that approximates the expected life of theksoptions.

Beginning with grants in 2013, newly granted TD&cktoption awards cliff vest in three years. TD&k option awards
granted prior to 2013 and U.S. Cellular stock apivards vest on an annual basis in three sepeasiatthes. Compensation
cost is recognized on a straight-line basis overdguisite service period, which was generallywéhating period, for each
separate vesting portion of the awards as if therdsvwere, in-substance, multiple awards (gradstingeattribution method).

Operating Leases

TDS is a party to various lease agreements foc@8pace, retail stores, cell sites, certain tet@conication and data center
facilities and equipment that are accounted far@erating leases. Certain leases have renewalnspdind/or fixed rental
increases. Renewal options that are reasonahlyessef exercise are included in determining tlasdeterm. TDS accounts for
certain operating leases that contain rent abatesnlease incentives and/or fixed rental increage®cognizing lease revenue
and expense on a straight-line basis over the lease

Recently Issued Accounting Pronouncements

On July 18, 2013, the FASB issued Accounting Stedslb/pdate 2013-11ncome Taxes (Topic 740): Presentation of an
Unrecognized Tax Benefit When a Net Operating Gassyfoward, a Similar Tax Loss, or a Tax CreditrGdorward Exists
(“ASU 2013-11"). ASU 2013-11 addresses the predimmtaf an unrecognized tax benefit when a net ajeg loss
carryforward or tax credit carryforward exists.sinch event, an unrecognized tax benefit, or podifcam unrecognized tax
benefit, would be presented in the Consolidate@Bzd Sheet as a reduction to deferred tax asdetssithe net operating loss
carryforward or tax credit carryforward at the repw date is not available under the tax law &f #pplicable jurisdiction.
TDS is required to adopt the provisions of ASU 2Q13effective January 1, 2014. The adoption of AR 3-11 is not
expected to have a significant impact on TDS’ fiiahposition or results of operations.

NOTE 2 FAIR VALUE MEASUREMENTS

As of December 31, 2013 and 2012, TDS did not fzemyefinancial assets or liabilities that were regdito be recorded at fair
value in its Consolidated Balance Sheet in accarglarith GAAP. However, TDS has applied the prainisi of fair value
accounting for purposes of computing the fair valfinancial instruments for disclosure purposesisplayed below.

Level within the December 31, 201 December 31, 201.
Fair Value
Hierarchy Book Value Fair Value Book Value Fair Value
(Dollars in thousands)
Cash and cash equivale 1 $ 830,014 $ 830,014 $ 740,481 $ 740,481
Shor-term investment
U.S. Treasury Note 1 50,104 50,104 115,70C 115,70C
Long-term investment
U.S. Treasury Note 1 - - 50,305 50,339
Long-term debt
Retall 1 1,178,25(C 1,048,01C 1,178,25(C 1,238,20¢
Institutional and othe 2 537,454 512,63¢ 538,657 589,43¢E

Short-term investments are designated as held-tarityainvestments and recorded at amortized costé Consolidated
Balance Sheet. Long-term debt excludes capitaklebligations and the current portion of Long-teiebt.
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The fair values of Cash and cash equivalents aod-8rm investments approximate their book valles to the short-term
nature of these financial instruments. The faiuealof Long-term investments were estimated usirtgegi market prices for
the individual issuances. The fair value of “REthong-term debt was estimated using market priced’ DS’ 7.0% Senior
Notes, 6.875% Senior Notes, 6.625% Senior Notea&8itb% Senior Notes, and U.S. Cellular's 6.95%@dxotes. TDS’
institutional debt includes U.S. Cellular's 6.7%nie Notes which are traded over the counter. ESnated the fair value of
its institutional and other debt through a discedntash flow analysis using the interest ratestimated yield to maturity for
each borrowing, which ranged from 0.00% to 7.35%extember 31, 2013 and 0.00% to 6.09% at Decenihe2(3 2.

As of December 31, 2013 and 2012, TDS did not mardinancial assets or liabilities that required #pplication of fair value
accounting for purposes of reporting such amountké Consolidated Balance Sheet.

NOTE 3 INCOME TAXES

TDS’ income taxes balances at December 31, 2012@h#A were as follows:

December 31 2013 2012
(Dollars in thousands)

Federal income taxes (payah $ (20,288) $ (5,455)
State income taxes receival 2,397 9,625

Income tax expense (benefit) is summarized asvirst

Year Ended December 31 2013 2012 2011
(Dollars in thousands)
Current
Federa $ 181,57¢ $ 9,705 $ (94,627)
State 11,614 5,092 5,583
Deferred
Federa (65,970) 61,113 214,722
State (1,180) (2,328) (12,175)
$ 126,042 $ 73,582 $ 113,503

A reconciliation of TDS’ income tax expense compludt the statutory rate to the reported incomestgense, and the statutory
federal income tax expense rate to TDS’ effectiime tax expense rate is as follows:

Year Ended December 31 2013 2012 2011
Amount Rate Amount Rate Amount Rate

(Dollars in millions)
Statutory federal income tax expenseand $ 102.5 35.0% $ 68.7 35.0% $ 127.3 35.0%

State income taxes, net of federal benefil 10.5 3.6 8.4 4.2 (20.9) (5.7)
Effect of noncontrolling interes (2.0) (0.4) - - (3.0) (0.8)
Gains (losses) on investments and sale of ass

(2 14.9 5.1 - - - -
Correction of deferred taxes ( - - (6.1) (3.1) 6.0 1.6
Other differences, n (0.9) (0.3) 2.6 1.4 4.1 1.1
Total income tax expense and r $ 1260 43.0% $ 73.6 37.5% $ 1135 31.2%

(1) Net state income taxes include changes in the tiafuallowance. The 2011 benefit primarily relateshe ability tc
utilize net operating losses as a result of staterme tax law changes. In addition, state taxfitsrrelated to the
settlement of state tax audits and the expiratfataiutes of limitations are included in 2013, 2@hd 2011

(2) Represents 2013 tax expense related to the NY1 & N¥consolidation and the Divestiture Transaction.

(3) TDS recorded immaterial adjustments to correctrdefietax balances in 2012 and 2011 related to aasistand law
changes that related to periods prior to 2012 &id 2respectively

TDS' current Net deferred income tax asset tot&Ea6.1 million and $43.4 million at December 3112@&nd 2012,
respectively, and primarily represents the defetagceffects of the deferred revenue for the lgyedtvard points, the allowance
for doubtful accounts on customer receivables,atued liabilities.
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TDS' noncurrent deferred income tax assets anditiab at December 31, 2013 and 2012 and the teampdalifferences that
gave rise to them were as follows:

December 31, 2013 2012
(Dollars in thousands)
Noncurrent deferred tax ass

Net operating loss“ NOL ") carryforwards $ 121,651 $ 121,111
Stoclk-based compensatic 50,563 53,330
Compensation and benef- other 12,681 32,484
Deferred ren 20,500 16,862
Other 32,444 32,654
237,83¢ 256,441
Less valuation allowanc (70,609) (69,108)
Total noncurrent deferred tax ass 167,23C 187,332
Noncurrent deferred tax liabilitie
Property, plant and equipme 637,09C 666,201
Licenses/intangible 251,57¢€ 250,86C
Partnership investmen 136,581 127,331
Other 4,956 5,621
Total noncurrent deferred tax liabiliti 1,030,20¢ 1,049,91:
Net noncurrent deferred income tax liabil $ 862,97t $ 862,58C

At December 31, 2013, TDS and certain subsididrés$1,951.4 million of state NOL carryforwardsr{geating a

$100.7 million deferred tax asset) available tsefffuture taxable income. The state NOL carryéods expire between 2014
and 2033. Certain subsidiaries had federal NOty&amwards (generating a $21.0 million deferred ésset) available to offset
their future taxable income. The federal NOL ctoryards expire between 2018 and 2033. A valuaitowance was
established for certain state NOL carryforwards feagral NOL carryforwards since it is more likéiyan not that a portion of
such carryforwards will expire before they can bedl

A summary of TDS' deferred tax asset valuatiorvadioce is as follows

2013 2012 2011

(Dollars in thousands)

Balance at January $ 70,502 $ 49,686 $ 71,014
Charged to income tax exper 1,954 5,268 (28,511)
Charged to other accour 6,608 15,548 7,183

Balance at December 2 $ 79,064 $ 70,502 $ 49,686

As of December 31, 2013, the valuation allowandeiced current deferred tax assets by $8.5 millmhroncurrent deferred
tax assets by $70.6 millio

A reconciliation of the beginning and ending amoeaininrecognized tax benefits is as folloy

2013 2012 2011

(Dollars in thousands)

Unrecognized tax benefits balance at Janua $ 28,420 $ 28,841 $ 34,002
Additions for tax positions of current ye 6,388 7,027 4,369
Additions for tax positions of prior yea 1,858 1,673 171
Reductions for tax positions of prior ye:i (467) @) (1,973)
Reductions for settlements of tax positis (1,337) (22) (976)
Reductions for lapses in statutes of limitati (4,472) (9,093) (6,752)

Unrecognized tax benefits balance at Decembe $ 30,390 $ 28,420 $ 28,841

Unrecognized tax benefits are included in Accrwea$ and Other deferred liabilities and credittheénConsolidated Balance
Sheet. If these benefits were recognized, theyidvoave reduced income tax expense in 2013, 20d2ahl by $19.8 million,
$18.6 million and $18.2 million, respectively, métthe federal benefit from state income taxes.ofBecember 31, 2013, TDS
does not expect unrecognized tax benefits to chaiggéficantly in the next twelve months.
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TDS recognizes accrued interest and penaltieserktatunrecognized tax benefits in Income tax egpemhe amounts charged
to Income tax expense related to interest and pesaésulted in an expense of $0.7 million in 2C® a benefit of $1.5
million and $2.5 million in 2012 and 2011, respeely. Net accrued interest and penalties were4bitllion and $13.2 million
at December 31, 2013 and 2012, respectively.

TDS and its subsidiaries file federal and statemne tax returns. TDS remains subject to fedearime tax audits for the tax
years after 2011. With only a few exceptions, Ti®80o longer subject to state income tax audityéars prior to 2009.

NOTE 4 EARNINGS PER SHARE

Basic earnings per share attributable to TDS sladdebs is computed by dividing Net income availableommon shareholders
of TDS by the weighted average number of commoneshautstanding during the period. Diluted earnipgisshare attributable
to TDS shareholders is computed by dividing Nebme available to common shareholders of TDS bywhighted average
number of common shares outstanding during the@getdjusted to include the effects of potentiallyttve securities.
Potentially dilutive securities primarily includedremental shares issuable upon exercise of odistastock options and the
vesting of restricted stock units.

The amounts used in computing earnings per cominaresand the effects of potentially dilutive setteisi on the weighted
average number of common shares were as follows:

Year Ended December 31 2013 2012 2011
(Dollars and shares in thousands, except earningepshare)
Basic earnings per share attributable to TDS slotdehs:

Net income available to common shareholders of TB&] in basi

earnings per sha $ 141,878 $ 81,811 $ 200,51€
Adjustments to compute diluted earnin
Noncontrolling interest adjustme (1,058) (640) (989)
Preferred dividend adjustme 49 - 49
Net income attributable to common shareholdersif Tised in dilute:
earnings per sha $ 140,86¢ $ 81,171 $ 199,57€
Weighted average number of shares used in basimgarper shar
Common Share 101,33¢ 101,532 101,471
Series A Common Shar 7,151 7,139 7,091
Total 108,49C 108,671 108,562
Effects of dilutive securities
Stock options 209 11 262
Restricted stock uni 375 255 214
Preferred share 58 - 60
Weighted average number of shares used in diligetregs per shat 109,132 108,937 109,098
Basic earnings per share attributable to TDS sludels $ 1.31 $ 0.75 $ 1.85
Diluted earnings per share attributable to TDS eshalders $ 129 $ 075 §$ 1.83

On June 25, 2013, U.S. Cellular paid a special dastiend of $5.75 per share, for an aggregate amnaiu$482.3 million, to all
holders of U.S. Cellular Common Shares and Seri€ommon Shares as of June 11, 2013. OutstandfdgQéllular stock
options and restricted stock unit awards were afbjitadjusted for the special cash dividend. Thesict of such adjustments
on the earnings per share calculation was fulllecgéd for all years presented.

Certain Common Shares issuable upon the exercisdi options, vesting of restricted stock unitsanversion of convertible

preferred shares were not included in averageedilahares outstanding for the calculation of Ddwarnings per share because
their effects were antidilutive. The number of s@mmon Shares excluded is shown in the table below
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Year Ended December 31 2013 2012 2011
(Shares in thousands)

Stock options 7,120 8,130 3,785
Restricted stock unit 171 154 141
Preferred share - 57 -

NOTE 5 ACQUISITIONS, DIVESTITURES AND EXCHANGES

TDS assesses its business interests on an ongaéig\kith a goal of improving the competitivenesgoperations and
maximizing its long-term return on investment. gt of this strategy, TDS reviews attractive oppoities to acquire
additional wireless operating markets and wiretggctrum; and telecommunications, cable, HMS cergblossible businesses.
In addition, TDS may seek to divest outright oduise in exchanges for other interests those irtetkat are not strategic to its
long-term success.

Acquisitions did not have a material impact on TB&solidated financial statements for the perjmésented and pro forma
results, assuming acquisitions had occurred dielgenning of each period presented, would not beeradly different from the
results reported.

Divestiture Transaction

On November 6, 2012, U.S. Cellular entered intai@ifase and Sale Agreement with subsidiaries afiSporp., fka Sprint
Nextel Corporation (“Sprint”). Pursuant to ther€hase and Sale Agreement, on May 16, 2013, U Iful&@dransferred
customers and certain PCS license spectrum tot3ptihS. Cellular's Chicago, central Illinois, $buis and certain
Indiana/Michigan/Ohio markets (“Divestiture Markdtim consideration for $480 million in cash. TRerchase and Sale
Agreement also contemplated certain other agreagiether with the Purchase and Sale Agreeméactieely referred to as
the “Divestiture Transaction.”

U.S. Cellular retained other assets and liabiliteéated to the Divestiture Markets, including netkvassets, retail stores and related
equipment, and other buildings and facilities. Taesaction did not affect spectrum licenses hgld.S. Cellular or variable
interest entities (“VIES”) that were not used ie thperations of the Divestiture Markets. Pursuatité Purchase and Sale
Agreement, U.S. Cellular and Sprint also enter&aldertain other agreements, including customematdork transition services
agreements, which require U.S. Cellular to proddstomer, billing and network services to Sprimtgf@eriod of up to 24 months
after the May 16, 2013 closing date. Sprint wilhmeurse U.S. Cellular for providing such servicearmamount equal to U.S.
Cellular’'s estimated costs, including applicablertnead allocations. In addition, these agreenreqtsre Sprint to reimburse U.S.
Cellular up to $200 million (the “Sprint Cost Reiorbement”) for certain network decommissioning sosetwork site lease rent
and termination costs, network access terminatistscand employee termination benefits for spatiéingineering employees. It
is estimated that up to $175 million of the Sp@uaist Reimbursement will be recorded in (Gain) lmssale of business and
other exit costs, net and up to $25 million of 8@int Cost Reimbursement will be recorded in @dstervices and products in
the Consolidated Statement of Operations. Foyélae ended December 31, 2013, $10.6 million ofpent Cost
Reimbursement had been received and recorded imr€esived from divestitures in the Consolidatest&Shent of Cash Flows.

Financial impacts of the Divestiture Transactioa eassified in the Consolidated Statement of Gjmra within Operating
income. The table below describes the amounts Té&33drognized and expects to recognize in the didased Statement of
Operations between the date the Purchase and §edemient was signed and the end of the transiginnices period.
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Expected
Period of
(Dollars in thousands) Recognitior

Actual

Amount  Recognizec
Recognized Year
as of Ended

December December December

Projected Range 31, 2013 31, 2013

Actual

Actual
Amount

Amount  Recognizes
Cumulative  Amount  Recognize(

Three

Three
Months

Months and Year

Ended

31, 2013

Ended

December

31, 2012

(Gain) loss on sale o
business and other exit
costs, net

Proceeds from Sprit

Purchase pric 201z
Sprint Cost
Reimbursemer 201:-201¢

Net assets transferr 201z
Non-cash charges for the
write-off and
write-down of property
under construction
and related asse 2012-201¢
Employee related costs
including severance,
retention and
outplacemen 2012-201¢

Contract termination cos 2012-201¢

Transaction cosi 2012-201¢
Total (Gain) loss on sale
of business and
other exit costs, ni

Depreciation, amortization
and accretion
expense
Incremental depreciation,
amortization and
accretion, net of salvage
values 2012-201¢
(Increase) decrease il
Operating income

$ (480,000) $ (480,000) $ (480,000) $ (480,000) $

(120,000) (175,000 (47,641)  (47,641)
160,072 160,073 160,072 160,072

10,000 14,000 10,675 3

12,000 18,000 14,262 1,653
110,00C 160,00C 59,584 59,525
5,000 6,000 5,565 4,428

- $

(43,420)

(51)

(809)
40,744
347

10,672

12,609
59
1,137

$ (302,927) $ (296,927) $ (277,482) $ (301,959) $

(3,189) $

24,477

200,00C 225,00C 198,571 178,513

44,513

20,058

$(102,927) $ (71,927) $  (78,911) $ (123,446) $

41,324 $

44,535
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Incremental depreciation, amortization and accretiet of salvage values represents anticipatediatado be recorded in the
specified time periods as a result of a changstimate for the remaining useful life and salvagkig of certain assets and a
change in estimate which accelerated the settledatat of certain asset retirement obligation®mjunction with the
Divestiture Transaction. Specifically, for the yeandicated, this is estimated depreciation, aiatibn and accretion recorded
on assets and liabilities of the Divestiture Maskafter the November 6, 2012 transaction datedepseciation, amortization
and accretion that would have been recorded onasméts and liabilities in the normal course, abbenDivestiture
Transaction.

As a result of the transaction, TDS recognizeddiewing amounts in the Consolidated Balance St

Year Ended December 31, 201

Balance Cash Balance
December 31, Costs Settlements  Adjustments December 31
(Dollars in thousands) 2012 Incurred (1) (2) 2013
Accrued compensatior
Employee related costs including
severance, retention, outplacem  $ 12,305 $ 6,853 $ (11,905) $ (5,200) $ 2,053
Other current liabilities
Contract termination cos $ 30 $ 22675 % (8,713) $ - $ 13,992
Other deferred liabilities and credits
Contract termination cos $ - $ 34283 3% (3,434) $ - $ 30,849
Year Ended December 31, 2012
Balance Cash Balance
November 6, Costs Settlements  Adjustments December 31
(Dollars in thousands) 2012 Incurred (1) (2) 2012
Accrued compensatior
Employee related costs including
severance, retention, outplacem  $ - $ 12,609 $ (304) $ - $ 12,305
Other current liabilities
Contract termination cos $ - $ 59 $ (29) $ - $ 30

(1) Cash settlement amounts are included in eitheN#igncome or changes in Other assets and liasllthe items as part
Cash flows from operating activities on the Cordatiéd Statement of Cash Flo

(2) Adjustment to liability represents changes to prasly accrued amount

Other Acquisitions, Divestitures and Exchanges

On October 4, 2013, TDS acquired 100% of the ontbiey shares of MSN Communications, Inc. (“MSN”) $43.6 million in
cash. MSN is an information technology solutionsvder whose service offerings complement the Hd\&folio of products.
MSN is included in the HMS segment for reportinggmses.

On October 4, 2013, U.S. Cellular sold the majooityts Mississippi Valley non-operating marketelise (“unbuilt license”) for
$308.0 million. At the time of the sale, a $25Mlion gain was recorded in (Gain) loss on licesates and exchanges in the
Consolidated Statement of Operations.

On August 14, 2013 U.S. Cellular entered into anitefe agreement to sell the majority of its Sauis area unbuilt license for
$92.3 million. This transaction is subject to riedory approval and is expected to close in tre fjuarter of 2014. In
accordance with GAAP, the book value of the licemag been accounted for and disclosed as “helsilet in the Consolidated
Balance Sheet at December 31, 2013.

On August 1, 2013, TDS Telecom acquired substdytdll of the assets of Baja for $264.1 milliondash. Baja is a cable
company that operates in markets primarily in Cador, New Mexico, Texas, and Utah and offers vitieoadband and voice
services, which complement the TDS Telecom podfofiproducts. Baja is included in the Cable saujrf@ reporting
purposes.

On November 20, 2012, U.S. Cellular acquired s&d@nhMH?z licenses covering portions of lllinois, Migan, Minnesota,
Missouri, Nebraska, Oregon, Washington and Wiscofwsi$57.7 million.
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On August 15, 2012, U.S. Cellular acquired four K8z licenses covering portions of lowa, Kansassdduri, Nebraska and
Oklahoma for $34.0 million.

On June 11, 2012, TDS paid $46.1 million in cashuchase 100% of the outstanding shares of Vitgpsrt Systems, LLC
(“Vital”). Vital is an information technology soligins provider whose service offerings complemeetHiMS portfolio of
products. Vital is included in the HMS segmentrgporting purposes.

On March 14, 2012, U.S. Cellular sold the majootyhe assets and liabilities of a wireless maftate$49.8 million in cash. At
the time of the sale, a $4.2 million gain was réegrin (Gain) loss on sale of business and othiecests, net in the
Consolidated Statement of Operations. On May 912fursuant to certain required terms of the pastrip agreement, U.S.
Cellular paid $24.6 million in cash to purchaseiamaining ownership interest in this wireless reaik which it previously
held a 49% noncontrolling interest. In connectigthwhe acquisition of the remaining interest, 8 #1million gain was
recorded to adjust the carrying value of this 48%estment to its fair value of $25.7 million basgdan income approach
valuation method. The gain was recorded in Gaissil on investments in the Consolidated StatenfeDperations in 2011.

On September 30, 2011, U.S. Cellular completedkahange whereby U.S. Cellular received eighteenMBi@ spectrum
licenses covering portions of Idaho, Illinois, lada, Kansas, Nebraska, Oregon and Washington iraage for two PCS
spectrum licenses covering portions of lllinois andiana. The exchange of licenses provided Uelutar with additional
spectrum to meet anticipated future capacity anveramge requirements in several of its markets.céih, customers, network
assets, other assets or liabilities were includetié exchange. As a result of this transacti@s Tecognized a gain of $11.8
million, representing the difference between thevalue of the licenses received, calculated usimgarket approach valuation
method, and the carrying value of the licensesesuiered. This gain was recorded in (Gain) loskicense sales and exchanges
in the Consolidated Statement of Operations foytrer ended December 31, 2011.

On September 23, 2011, pursuant to a plan of reargiion in the United States Bankruptcy Courttfar Western District of
Wisconsin, TDS acquired 63% of Airadigm and a rfote$15.5 million in satisfaction of loans made BYS to Airadigm and
interests in Airadigm acquired by TDS from thirddes. Airadigm is a Wisconsin-based wireless seryirovider. The
noncontrolling interest was valued at $0.4 milllmased on an income approach valuation method. rEB&jnized a gain of
$12.7 million as a result of the transaction whiks recorded in Gain (loss) on investments in thesGlidated Statement of
Operations for year ended December 31, 2011. Baotsa the plan of reorganization, at the acquisitiate Airadigm owed
$32.7 million to the FCC. This obligation was paidSeptember 2011. On March 13, 2013, TDS acdufre remaining 37%
ownership interest in Airadigm for $3.5 million.t fis time, Airadigm operates independently fronsUCellular. Airadigm’s
financial results are included in “Non-Reportaldgment” for reporting purposes.

On July 1, 2011, TDS paid $95.9 million in caslptochase 100% of the outstanding shares of OneNeBkrvices
Corporation (“OneNeck IT Services”). OneNeck ITh8ees is a provider of hosted application manageraad managed IT
hosting services to middle market businesses, wtochplements the HMS portfolio of products. OnehlEcServices is
included in the HMS segment for reporting purposes.
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TDS' acquisitions in 2013 and 2012 and the allocatif the purchase price for these acquisitionevasrfollows

Allocation of Purchase Price

Intangible
Assets Subject
to Net Tangible
Purchase Franchise Amortization Assets/
Price (1) Goodwill (2) Licenses Rights (3) (Liabilities)
(Dollars in
thousands)
2013
U.S. Cellular license$ 16,540 $ - % 16,540 $ - % - $ -
TDS Telecom cable
busines:! 264,06¢ 61,712 - 123,66¢ 11,542 67,147
TDS Telecom HMS
busines: 43,557 15,203 - - 17,183 11,171
Total $ 324,16€ $ 76,915 $ 16,540 $ 123,66 $ 28,725 $ 78,318
2012
U.S. Cellular license$ 122,69C $ - % 122,69C $ - % - $ -
TDS Telecom HMS
busines:! 46,126 20,364 - - 20,300 5,462
Total $ 168,81¢ $ 20,364 $ 122,69C $ - % 20,300 $ 5,462

(1) Cash amounts paid for acquisitions may differ fttve purchase price due to cash acquired in theacdions and the
timing of cash payments related to the respectamsactions

(2) The entire amount of Goodwill acquired in 2013 20d2 was amortizable for income tax purposes.

(3) Atthe date of acquisition, the weighted averagertization period for Intangible Assets SubjecAtoortization acquired
was as follows: 2013: 2.9 years for TDS Telecomecabsiness and 10 years for TDS Telecom HMS basjri2012: 8.1
years for TDS Telecom HMS busine

At December 31, 2013 and 2012, the following asaetsliabilities were classified in the ConsolidghBalance Sheet as "Ass
held for sale” and "Liabilities held for sale

Property, Loss on Liabilities
Current Plantand Assets Helc Total Assets Held for
Assets Licenses  Goodwill Equipment for Sale (1) Held for Sale Sale (2)

(Dollars in thousands)

2013
Divestiture of Spectrum

Licenses $ - $ 16,027 $ - $ - $ - $ 16,027 $ -
2012
Divestiture Transactio $ - $ 14059¢ $ 19,474 % - $ - $ 160,072 $ 19,594
Bolingbrook Customer Cart

Center (3 - - - 4,274 (1,105) 3,169 -

Total $ - $ 14059¢$ 19474 % 4274 $ (1,105 $ 163,242 $ 19,594

(1) Loss on assets held for sale was recorded in (Gzgr)on sale of business and other exit costsnrké Consolidated
Statement of Operation

(2) Liabilities held for sale primarily consisted of €amer deposits and deferred revenues.

(3) Effective January 1, 2013, U.S. Cellular transfeiite Bolingbrook Customer Care Center operatiorent existing third
party vendor
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NOTE 6 INTANGIBLE ASSETS

Changes in TDS’ Licenses, Goodwill and Franchights are presented below. See Note 5 — AcquisitiDivestitures and
Exchanges for information regarding transactiongtwhffected Licenses, Goodwill and Franchise sghiring the periods.
Previously under GAAP, TDS accounted for U.S. Qalls share repurchases as step acquisitions aithgca portion of the
share repurchase value to TDS’ Licenses and Gobd@idnsequently, U.S. Cellular’'s Licenses and Gaban a stand-alone
basis do not equal the TDS consolidated Licensdszodwill related to U.S. Cellular.

Licenses
Non-
Reportable
(Dollars in thousands) U.S. Cellular Wireline Segment Total
Balance December 31, 20 $ 1,462,01¢ $ 2,800 $ 15,220 $ 1,480,03¢
Acquisitions 16,540 - - 16,540
Divestitures (59,419) - - (59,419)
Transferred to Assets held for s (16,027) - - (16,027)
NY1 & NY2 Deconsolidatior (592) - - (592)
Other 3,238 - - 3,238
Balance December 31, 20 $ 1,405,75¢ $ 2,800 $ 15,220 $ 1,423,77¢
Balance December 31, 20 $ 147599 $ 2,800 $ 15,220 $ 1,494,01¢
Acquisitions 122,69C - - 122,69C
Transferred to Assets held for s (140,599 - - (140,599)
Other 3,934 - - 3,934
Balance December 31, 20 $ 1,462,01¢ $ 2,800 $ 15,220 $ 1,480,03¢
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Goodwill
Non-
Reportable
(Dollars in thousands) U.S. Cellular _ Wireline Cable HMS Segment Total
Assigned value at time of acquisiti $ 622,681 $ 449,89€ $ - $ 103627 $ 4,317 $ 1,180,52¢
Accumulated impairment losses i
prior periods (333,900) (29,440) - - (515) (363,855)
Transferred to Assets held for s (19,474) - - - - (19,474)
Balance December 31, 20 269,307 420,45¢ - 103,627 3,802 797,194
Acquisitions - - 61,712 15,203 - 76,915
Divestitures (135) - - - - (135)
NY1 & NY2 Deconsolidatior (37,131) - - - - (37,131)
Balance December 31, 20 $ 232,041 $ 42045¢ $ 61,712 $ 11883C $ 3,802 $ 836,843
Assigned value at time of acquisiti $ 622,681 $ 450,15€ $ - $ 83263 $ 4317 $ 1,160,417
Accumulated impairment losses |
prior periods (333,900 (29,440) - - - (363,340)
Balance December 31, 20 288,781 420,71€ - 83,263 4,317 797,077
Acquisitions - - - 20,364 - 20,364
Impairment (1) - - - - (515) (515)
Transferred to Assets held for s (19,474) - - - - (19,474)
Other - (258) - - - (258)
Balance December 31, 20 $ 269,307 $ 420,45¢ $ - $ 103627 $ 3,802 $ 797,194

(1) During the second quarter of 2012, a sustainecedserin TDS' stock price resulted in a triggerivgng, as defined by
GAAP, requiring an interim impairment test of Lis&s and Goodwill as of June 30, 2012. Based srtdakt, TDS
concluded that the entire amount of Goodwill redati® Airadigm was impaired resulting in an impainnkoss of $0.5
million and no impairment of License

During the third quarter of 2013, TDS determineal #hin interim Goodwill impairment test was requifedTDS Telecom’s

ILEC and HMS reporting units. The fair value otkbaeporting unit exceeded its respective carryalge, and accordingly no
Goodwill impairment resulted.

Franchise rights

(Dollars in thousands) Cable

Balance December 31, 20 $ z
Acquisitions 123,668

Balance December 31, 20 $ 123,66¢

NOTE 7 INVESTMENTS IN UNCONSOLIDATED ENTITIES
Investments in unconsolidated entities consistnadants invested in wireless and wireline entitresrhich TDS holds a

noncontrolling interest. These investments ar@acted for using either the equity or cost methedteown in the following
table:
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December 31 2013 2012
(Dollars in thousands)
Equity method investment

Capital contributions, loans, advances and adjusts $ 132,62¢ $ 21,543
Cumulative share of incon 1,186,90( 1,050,61¢
Cumulative share of distributio! (1,033,087 (907,509
286,442 164,652

Cost method investmen 15,330 15,269
Total investments in unconsolidated enti $ 301,772 $ 179,921

Equity in earnings of unconsolidated entities ®da$132.7 million, $92.9 million and $82.5 milliom2013, 2012 and 2011,
respectively; of those amounts, TDS’ investmerthianLos Angeles SMSA Limited Partnership (“LA Parship”) contributed
$78.4 million, $67.2 million and $55.3 million ir023, 2012 and 2011, respectively. TDS held a S8#tership interest in the
LA Partnership throughout and at the end of eadhede years.

The following tables, which are based on informawovided in part by third parties, summarize ¢bebined assets, liabilities
and equity, and the combined results of operatidADS’ equity method investments:

December 31 2013 2012

(Dollars in thousands)

Assets
Current $ 520,804 $ 477,673
Due from affiliates 408,73E 298,707
Property and othe 2,080,43¢ 1,951,88i

$ 3,009,97¢ $ 2,728,261

Liabilities and Equity

Current liabilities $ 355,167 $ 353,044
Deferred credit: 89,198 84,672
Long-term liabilities 31,605 33,856
Long-term capital lease obligatiol 707 405
Partner’ capital and shareholdr equity 2,533,29¢ 2,256,29(

$ 3,009,97t $ 2,728,261

Year Ended December 31 2013 2012 2011
(Dollars in thousands)
Results of Operatior

Revenue! $ 6,239,20C $ 5,825,15C $ 5,540,22(
Operating expenst 4,492,372 4,381,731 4,301,75¢
Operating incom: 1,746,82¢ 1,443,41¢ 1,238,46-
Other income, ne 4,019 7,190 960
Net income $ 1,750,847 $ 1,450,60¢ $ 1,239,42:

NY1 & NY2 Deconsolidation

U.S. Cellular holds a 60.00% interest in St. LaweeBeaway RSA Cellular Partnership (“NY1”) and al8% interest in New
York RSA 2 Cellular Partnership (“NY2") (togetheith NY1, the “Partnerships”). The remaining intetieein the Partnerships
are held by Cellco Partnership d/b/a Verizon WgsléVerizon Wireless”). The Partnerships are afest by Verizon Wireless
under the Verizon Wireless brand. Prior to Aprie813, because U.S. Cellular owned a greaterb&hinterest in each of
these Partnerships and based on U.S. Cellulahssrignder the Partnership Agreements, TDS condetidhe financial results
of these Partnerships in accordance with GAAP.
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On April 3, 2013, U.S. Cellular entered into anesgnent relating to the Partnerships. The agreeamands the Partnership
Agreements in several ways which provide Verizomaléiss with substantive participating rights tHedva Verizon Wireless to
make decisions that are in the ordinary coursausiness of the Partnerships and which are signifimadirecting and executing
the activities of the business. Accordinglyreguired by GAAP, TDS deconsolidated the Partnpsshffective as of April 3,
2013 and thereafter reported them as equity mathas$tments in its consolidated financial stateméiY1 & NY2
Deconsolidation”). After the NY1 & NY2 Deconsoliitan, TDS retained the same ownership percentagt®iPartnerships
and will continue to report the same percentagéisoafime from the Partnerships, which will be reeatéh Equity in earnings

of unconsolidated entities in the Consolidatedestent of Operations. In addition to the foregoiegatibed arrangements,
TDS and U.S. Cellular have certain other arm’s fengrdinary business relationships with Verizorr&léss and its affiliates.

In accordance with GAAP, as a result of the NY1 & N\Deconsolidation, TDS’ interest in the Partnepshivas reflected in
Investments in unconsolidated entities at a fdweaf $114.8 million as of April 3, 2013. RecardiTDS' interest in the
Partnerships required allocation of the excessiofvBlue over book value to customer lists, li@ens favorable contract and
goodwill of the Partnerships. Amortization expensated to customer lists and the favorable cohtkédtbe recognized over
their respective useful lives and is included iigin earnings of unconsolidated entities in @ensolidated Statement of
Operations. In addition, TDS recognized a non-gashtax gain of $14.5 million in the second quaa2013. The gain was
recorded in Gain (loss) on investments in the Clidsi@d Statement of Operations.

The Partnerships were valued using a discountddftas approach and a publicly-traded guideline pamy method. The
discounted cash flow approach uses value drivedsiaks specific to the industry and current ecoiediaictors and incorporates
assumptions that market participants would uskéir estimates of fair value and may not be indieadf TDS specific
assumptions. The most significant assumptions nrattés process were the revenue growth rate (sheiswva simple average in
the table below), the terminal revenue growth rdi;ount rate and capital expenditures. The agBans were as follows:

Key assumptions

Average expected revenue growth rate (next tersy 2.0%
Terminal revenue growth rate (after year 1 2.0%
Discount rate 10.5%

Capital expenditures as a percentage of rev 14.6-18.8%
The publicly-traded guideline company method depglan indication of fair value by calculating aygganarket pricing
multiples for selected publicly-traded companieisgisnultiples of: Revenue and Earnings before bgerTaxes, and
Depreciation and Amortization (EBITDA). The devedgpmultiples were applied to applicable financigasures of the
Partnerships to determine fair value. The discalintesh flow approach and publicly-traded guidetiompany method were
weighted to arrive at the total fair value of thetRerships.

NOTE 8 PROPERTY, PLANT AND EQUIPMENT

U.S. Cellular’s Property, plant and equipment irvige and under construction, and related accumdldepreciation and
amortization, as of December 31, 2013 and 2012 agfellows:

Useful Lives
December 31 (Years) 2013 2012
(Dollars in thousands)
Land N/A $ 36,266 33,947
Buildings 20 304,272 341,852
Leasehold and land improveme 1-30 1,197,52( 1,188,72(C
Cell site equipmer 6-25 3,306,57¢ 3,100,91¢
Switching equipmer 1-8 1,161,97¢ 1,155,11¢
Office furniture and equipmel 35 539,24¢ 535,65€
Other operating assets and equipn 5-25 92,456 128,29C
System developmel 3-7 962,69¢ 631,184
Work in proces: N/A 116,501 362,749
7,717,512 7,478,42¢
Accumulated depreciation and amortizat (4,860,992 (4,455,840
$ 2,856,52( 3,022,58¢
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U.S. Cellular's depreciation and amortization e)xgeetotaled $791.1 million, $597.7 million and $56aillion in 2013, 2012
and 2011, respectively. As a result of the Divasti Transaction, U.S. Cellular recognized incretaletiepreciation and

amortization in 2012 and 2013. See Note Bcquisitions, Divestitures and Exchanges for addil information.

TDS Telecom’s (including Wireline, Cable, and HMSpperty, plant and equipment in service and undestruction, and
related accumulated depreciation, as of Decembe2®13 and 2012 were as follows:

Useful Lives

December 31 (Years) 2013 2012
(Dollars in thousands)
Land N/A $ 12,794 $ 9,004
Buildings 5-40 148,80C 147,177
Cable and wirt 15-35 1,523,12: 1,445,27(C
Network electronic equipme 312 1,229,941 1,171,461
Office furniture and equipmel 5-10 74,507 71,887
Other equipmer 5-12 94,438 85,486
System developmel 3-7 230,41€ 196,185
Work in proces: N/A 88,614 87,043

3,402,63: 3,213,51:
Accumulated depreciation and amortizat (2,417,999 (2,279,325

$ 984,634 $ 934,188

The provision for certain Wireline companies’ degiaéion as a percentage of depreciable property5ag#é in 2013, 5.6% in
2012 and 5.7% in 2011. TDS Telecom’s depreciadioth amortization expense related to Property, gladtequipment totaled
$182.6 million, $177.3 million and $168.2 million 2013, 2012 and 2011, respectively.

Corporate and other Property, plant and equipnmesg¢ivice and under construction, and related aclated depreciation, as of
December 31, 2013 and 2012 were as follows:

December 31 2013 2012
(Dollars in thousands)

Property, plant and equipme $ 119,65¢ $ 116,558
Accumulated depreciation and amortizat (82,669) (76,068)
Total $ 36,990 $ 40,490

Corporate and other fixed assets consist of aas¢he TDS corporate offices, Suttle-Straus anadigm. Corporate and other
depreciation and amortization expense relatedapd®ty, plant and equipment totaled $10.7 milli®h).3 million and
$8.3 million in 2013, 2012 and 2011, respectively.

In 2013, 2012 and 2011, (Gain) loss on asset diposet included charges of $30.8 million, $19ilfiom and $11.0 million,

respectively, related to disposals of assets, {iaglef older assets for replacement assets aret cgtirements of assets from
service in the normal course of business.

NOTE 9 ASSET RETIREMENT OBLIGATIONS

Asset retirement obligations are included in Ottefierred liabilities and credits and Other curtettilities in the Consolidated
Balance Sheet.

In 2013 and 2012, U.S. Cellular and TDS Teleconfigoered a review of the assumptions and estimatetscelated to asset

retirement obligations. The results of the reviéidentified as “Revisions in estimated cash owtity and other changes in
asset retirement obligations during 2013 and 2DtR)ding the Divestiture Transaction, were asdof:
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(Dollars in thousands)

Balance December 31, 20
Additional liabilities accrues
Revisions in estimated cash outflo
Acquisition of asset
Disposition of assets (:

Accretion expense (:

Balance December 31, 2013

Balance December 31, 20
Additional liabilities accrues
Revisions in estimated cash outflows
Disposition of asset
Accretion expense (:

Balance December 31, 20

uU.S. TDS TDS
Cellular Telecom Other Consolidated
$ 179,607 69,969 4,034 $ 253,61C
635 257 - 892
6,268 (2,562) - 3,706
- 3,410 - 3,410
(3,534) (577) - (4,111)
12,592 4,898 241 17,731
$ 195,568 75,395 4275 $ 275,238
$ 143,402 65,209 3,806 $ 212,417
5,578 367 - 5,945
22,588 - - 22,588
(2,674) (298) - (2,972)
10,713 4,691 228 15,632
$ 179,607 69,969 $ 4034 $ 253,61C

(1) Included $2.0 million of incremental dispositionst®related to the Divestiture Transaction in 2013

(2) Included $1.1 million and $0.2 million of incremahtccretion related to the Divestiture Transactivf013 and 2012,

respectively

(3) In 2013, as a result of the accelerated settlenfetels of certain asset retirement obligationsedl&t the Divestiture
Transaction, TDS reclassified $37.7 million ofassset retirement obligations from Other deferrabilities and credits to

Other current liabilities

(4) Included increases of $14.9 million as a resutthanges in expected settlement dates related Ditestiture Transactio

in 2012.

NOTE 10 DEBT

Revolving Credit Facilities

At December 31, 2013, TDS and U.S. Cellular hadlreng credit facilities available for general corpte purposes. Amounts
under the revolving credit facilities may be boremlyrepaid and reborrowed from time to time ungltunity. Neither TDS nor
U.S. Cellular borrowed under their current or poexs revolving credit facilities in 2013, 2012 orl20except for letters of

credit.

TDS’ and U.S. Cellular’s interest cost on theiraling credit facilities is subject to increasehgir current credit ratings from
nationally recognized credit rating agencies aveeled, and is subject to decrease if the ratingsaised. The credit facilities
would not cease to be available nor would the nitgtdate accelerate solely as a result of a dowdwima TDS' or

U.S. Cellular’s credit rating. However, a downggad TDS’ or U.S. Cellular’s credit rating couldwaisely affect their ability
to renew the credit facilities or obtain accesstteer credit facilities in the future.

The maturity date of any borrowings under the TB8 H.S. Cellular revolving credit facilities wouddtcelerate in the event of

a change in control.

70




Table of Contents

The following table summarizes the terms of susloiréng credit facilities as of December 31, 20

(Dollars in millions) TDS U.S. Cellular
Maximum borrowing capacit $ 400.0 $ 300.0
Letters of credit outstanding ( $ 0.3 $ 17.6
Amount borrowec $ = $ =
Amount available for us $ 399.7 $ 282.4
Borrowing rate: One-month London Interbank Offered
Rate (“ LIBOR ") plus contractual spread ( 1.67% 1.67%
LIBOR 0.17% 0.17%
Contractual sprea 1.50% 1.50%
Range of commitment fees on amount available fer(8%
Low 0.13% 0.13%
High 0.30% 0.30%
Agreement dat December 201 December 201
Maturity date December 201 December 201
Fees incurred attributable to the Revolving Creditility are as follows
Fees incurred as a percent of Maximum borrowingcip for 2013 0.21% 0.25%
Fees incurred, amou
2013 $ 0.9 $ 0.8
2012 $ 1.3 $ 11
2011 $ 15 $ 1.2

(1) InJune 2013, U.S. Cellular provided $17.4 millindetters of credit to the FCC in connection witlS. Cellular's
winning bids in Auction 901. See Note 49 Supplemental Cash Flow Disclosures for additionfdrimation on
Auction 901.

(2) Borrowings under the revolving credit facility beaterest at LIBOR plus a contractual spread base@DS' or U.S.
Cellular’s credit rating or, at TDS' or U.S. Ce#ldbk option, an alternate “Base Rate” as definetthénrevolving credit
agreement. TDS and U.S. Cellular may select asolgng period of either one, two, three or six manfbr other period of
twelve months or less if requested by TDS or U.&Iular and approved by the lenders). If TDS o8\ LCellular provides
notice of intent to borrow less than three busimizgs in advance of a borrowing, interest on boimgvis at the Base Rate
plus the contractual spree

(3) The revolving credit facility has commitment feesbd on the unsecured senior debt ratings assigrdaS and U.S.
Cellular by certain ratings agenci

The continued availability of the revolving crefiitilities requires TDS and U.S. Cellular to compligh certain negative and
affirmative covenants, maintain certain financatios and make representations regarding certaiteraat the time of each
borrowing. TDS and U.S. Cellular believe they wigreompliance as of December 31, 2013 with all caves and other
requirements set forth in the revolving credit fiieis.

In connection with U.S. Cellular’s revolving creétcility, TDS and U.S. Cellular entered into a sudination agreement dated
December 17, 2010 together with the administradiyent for the lenders under U.S. Cellular’s revaveredit agreement.
Pursuant to this subordination agreement, (a) angalidated funded indebtedness from U.S. CellaldDS will be unsecured
and (b) any (i) consolidated funded indebtednem® f.S. Cellular to TDS (other than “refinancingiébtedness” as defined in
the subordination agreement) in excess of $1050000and (ii) refinancing indebtedness in excest?80,000,000, will be
subordinated and made junior in right of paymenhtoprior payment in full of obligations to thenters under U.S. Cellular’s
revolving credit agreement. As of December 31,QLS. Cellular had no outstanding consolidatediéd indebtedness or
refinancing indebtedness that was subordinateldetogvolving credit agreement pursuant to the slibation agreement.

At December 31, 2013, TDS had recorded $6.1 millibissuance costs related to the revolving crieditities which is
included in Other assets and deferred charge®i€tnsolidated Balance Sheet.
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Long-term debt as of December 31, 2013 and 2012 wadlaw/$:

December 31

(Dollars in thousands) Issuance date Maturity date Call date 2013 2012
TDS:
Unsecured Senior Notes
6.625% March 200E March 204& March 201C $ 116,25C $ 116,25C
6.875% Novembel Novembel Novembel 225,00C 225,00C
2010 2059 2015
7.0% March 2011 March 2060 March 2016 300,00C 300,00C
5.875% Novembel December December 195,00C 195,00C
2012 2061 2017
Purchase contract at 6.0%  October 2001 October 2021 1,097 1,097
Total Parent 837,347 837,347
Subsidiaries:
U.S. Cellular -
Unsecured Senior Notes
6.7% December December December 544,00C 544,00C
2003 and Jun¢ 2033 2003
2004
Less: 6.7% Unamortized (11,551) (11,806)
discount
532,44¢ 532,194
6.95% May 2011 May 2060 May 2016 342,00C 342,00C
Obligation on capital least 3,749 4,756
TDS Telecom-
Rural Utilities Service { RUS” ) and other 749 844
notes
Obligation on capital least 779 -
Non-Reportable Segmen-
Long-term notes, 3.7% to 4.8% Through 2016 4,612 5,663
Obligation on capital leases 35 -
Total Subsidiaries 884,373 885,457
Total long-term debt $ 1,721,72C $ 1,722,80¢
Long-term debt, current $ 1,646 $ 1,233
Long-term debt, noncurrent $ 1,720,072 $ 1,721,571

TDS may redeem its callable notes and U.S. Celllay redeem its 6.95% Senior Notes, in whole gairt at any time after
the respective call date, at a redemption pricakigpul00% of the principal amount redeemed pluswed and unpaid interest.
U.S. Cellular may redeem the 6.7% Senior Notegjhale or in part, at any time prior to maturitysatedemption price equal to
the greater of (a) 100% of the principal amourguwdth notes, plus accrued and unpaid interest,)dhé¢bsum of the present
values of the remaining scheduled payments of @h@nd interest thereon discounted to the redemgtate on a semi-annual
basis at the Treasury Rate plus 30 basis points.

Interest on the notes is payable quarterly on $éhives outstanding at December 31, 2013, withetteeption of U.S.
Cellular's 6.7% note in which interest is payal@msannually.

Capitalized debt issuance costs for Unsecured Sblutes totaled $44.3 million and are included thé assets and deferred
charges (a long-term asset account). These castsreortized over the life of the notes using tiiective interest method.

The annual requirements for principal paymentsomigiterm debt are approximately $1.6 million, $hi8ion, $3.1 million,
$0.2 million and $0.2 million for the years 2014ahgh 2018, respectively.

The covenants associated with TDS and its subgdidong-term debt obligations, among other thjngstrict TDS’ ability,
subject to certain exclusions, to incur additidiels, enter into sale and leaseback transactassell, consolidate or merge
assets.

TDS’ long-term debt indentures do not contain argvsions resulting in acceleration of the matestof outstanding debt in
the event of a change in TDS’ credit rating. Howeaedowngrade in TDS’ credit rating could adveysafect its ability to
obtain long-term debt financing in the future.
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NOTE 11 EMPLOYEE BENEFIT PLANS

Defined Contribution Plans

TDS sponsors a qualified noncontributory definedtibution pension plan. The plan provides besdbt the employees of
TDS Corporate, TDS Telecom and U.S. Cellular. Unldis plan, pension costs are calculated sepgrittebach participant
and are funded annually. Total pension costs ®&6e2 million, $18.4 million and $17.5 million ir023, 2012 and 2011,
respectively. In addition, TDS sponsors a defioedtribution retirement savings plan (“401(k)") plaTotal costs incurred
from TDS’ contributions to the 401(k) plan were &#illion, $25.0 million and $22.1 million in 2012012 and 2011,

respectively.

TDS also sponsors an unfunded nonqualified defesupglemental executive retirement plan for certanployees to offset the
reduction of benefits caused by the limitation anwal employee compensation under the tax laws.

Other Post-Retirement Benefits

TDS sponsors a defined benefit post-retirement filahprovides medical benefits and that coverstmiodhe employees of
TDS Corporate, TDS Telecom and the Wireline subsiels of TDS Telecom. The plan is contributorythwetiree

contributions adjusted annually.

The following amounts are included in Accumulatéioeo comprehensive loss in the Consolidated Bal&meet before

affecting such amounts for income taxes:

December 31
(Dollars in thousands)
Net prior service cos!
Net actuarial los

2013 2012
$ 18,833 $ 22,438
(20,713) (36,510)
$ (1,880) _$ (14,072

The estimated net actuarial loss and prior serast gain for the postretirement benefit plans wititbe amortized from
Accumulated other comprehensive loss into net gdaribenefit cost during 2014 are $2.4 million ai®d6dmillion, respectively.

The following amounts are included in Comprehengiceme in the Consolidated Statement of Compreheriscome:

Year Ended December 31, 2013
(Dollars in thousands)

Net actuarial gains (losse
Amortization of prior service cos
Amortization of actuarial losst

Total gains (losses) recognized in
Comprehensive incon

Year Ended December 31, 201
(Dollars in thousands)

Net actuarial gains (losse
Amortization of prior service cos
Amortization of actuarial losse

Total gains (losses) recognized in
Comprehensive incon
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Deferred
Income
Tax Benefit
Before-Tax (Expense) Net-of-Tax
$ 13,345 $ (5,086) $ 8,259
(3,605) 1,374 (2,231)
2,452 (934) 1,518
$ 12,192 $ (4,646) $ 7,546
Deferred
Income
Tax Benefit
Before-Tax (Expense) Net-of-Tax
$ 0 $ (143) $ (53)
(3,735) 5,950 2,215
2,517 (4,010) (1,493)
$ (1,128) $ 1,797 $ 669
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The following table reconciles the beginning andirg balances of the benefit obligation and thevalue of plan assets for
the other post-retirement benefit plans.

December 31, 2013 2012
(Dollars in thousands)
Change in benefit obligatic

Benefit obligation at beginning of ye $ 54,568 $ 50,113
Service cos 1,348 1,197
Interest cos 2,137 2,297
Actuarial (gain) los: (9,437) 3,179
Prescription drug subsic - 542
Benefits paic (2,474) (2,760)
Benefit obligation at end of ye 46,142 54,568
Change in plan asse
Fair value of plan assets at beginning of \ 45,047 41,267
Actual return (loss) on plan ass 6,973 6,264
Employer contributior 197 276
Benefits paic (2,474) (2,760)
Fair value of plan assets at end of y 49,743 45,047
Funded statu $ 3,601 % (9,521)

Employee contributions are included with Benefagdan the table above. The funded status idewtifibove is recorded as a
component of Other assets and deferred charge®$1 Consolidated Balance Sheet as of December@®ll3 and Other
deferred liabilities and credits in TDS’ ConsoliddtBalance Sheet as of December 31, 2012.

The following table sets forth by level within tfer value hierarchy the plans’ assets at fair gahs of December 31, 2013 and
2012. See Note 1 — Summary of Significant AccaumfPolicies and Recent Accounting Pronouncementddfinitions of the
levels in the fair value hierarchy.

December 31, 2013

(Dollars in thousands) Level 1 Level 2 Level 3 Total
Mutual funds
Bond $ 12,697 $ - $ - $ 12,697
International equit 9,876 - - 9,876
Money marke 1,798 - - 1,798
US large caj 20,861 - - 20,861
US small cay 4,500 - - 4,500
Other - 11 - 11
Total plan assets at fair value $ 49,732  $ 11 % - $ 49,743

December 31, 201.

(Dollars in thousands) Level 1 Level 2 Level 3 Total
Mutual funds
Bond $ 11,285 % - $ - $ 11,285
International equit 8,868 - - 8,868
Money marke 1,983 - - 1,983
US large caj 18,823 - - 18,823
US small cay 4,074 - - 4,074
Other = 14 - 14
Total plan assets at fair value $ 45,033 _§$ 14§ - $ 45,047

A financial instrument’s level within the fair vaihierarchy is based on the lowest level of anytitipat is significant to the
fair value measurement. A financial instrumentigelewithin the fair value hierarchy is not repretsgive of its expected
performance or its overall risk profile, and therefLevel 3 assets are not necessarily highethesk Level 2 assets or Level 1
assets.
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Mutual funds are valued based on the closing peperted on the active market on which the indigidgecurities are traded.
The investment strategy for each type of mutuatifisnidentified below:

Bond - The funds seek to achieve a maximum totatmeconsistent with preservation of capital anadent
investment management by investing in a wide spectf fixed income instruments including bonds, tdadzurities
and other similar instruments issued by governraadtprivate-sector entities.

International equity - The funds seek to provideglderm capital appreciation by investing in thecks of companies
located outside the United States that are coreid®r have the potential for above-average cappieciation.

Money market - The fund seeks as high a level afecit income as is consistent with the preservaifarapital and the
maintenance of liquidity by investing in a diveistf portfolio of high-quality, dollar-denominatedast-term debt
securities.

US large cap - The funds seek to track the perfoomaf several benchmark indices that measurentlestiment return
of large-capitalization stocks. The funds attetopieplicate the indices by investing substantiallyof their assets in
the stocks that make up the various indices in@pprately the same proportion as the weightindhanindices.

US small cap - The fund seeks to track the perfageaf a benchmark index that measures the investrerirn of
small-capitalization stocks. The fund attemptesiglicate the index by investing substantiallyadlits assets in the
stocks that make up the index in approximatelystoae proportion as the weighting in the index.

The following table summarizes how plan assetsraested.

Allocation of Plan Assets
at December 31

Investment Target Asset

Category Allocation 2013 2012

U.S. equities 50 % 51.0% 50.8%
International equitie 20% 19.9% 19.7%
Debt securitie: 30% 29.1% 29.5%

The post-retirement benefit fund engages multipieamanagers to ensure proper diversificatiohefrivestment portfolio
within each asset category. The investment ohjedsi to meet or exceed the rate of return of fopmance index comprised of
50% Dow Jones U.S. Total Stock Market Index, 209 ETRAIl World (excluding U.S.) Stock Index, and 3®arclays Capital
Aggregate Bond Index. The three-year and five-pearage rates of return for TDS’ post-retirememdiit fund are 10.59%
and 14.19%, respectively.

The post-retirement benefit fund does not hold @yt or equity securities issued by TDS, U.S. Qallar any related parties.

TDS is not required to set aside current fundstfofuture retiree health and life insurance begrefiThe decision to contribute
to the plan assets is based upon several factotading the funded status of the plan, market i@, alternative investment
opportunities, tax benefits and other circumstandesccordance with applicable income tax regome, total accumulated
contributions to fund the costs of future retireedical benefits are restricted to an amount nektteed 25% of the total
accumulated contributions to the trust. An addioccontribution equal to a reasonable amortizatiotine past service cost may
be made without regard to the 25% limitation. TS not determined whether it will make a contidouto the plan in 2014.
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Net periodic benefit cost recorded in the ConsddideéStatement of Operations includes the follovdomponents

Year Ended December 31 2013 2012 2011
(Dollars in thousands)

Service cos $ 1,348 $ 1,197 % 1,116
Interest cos 2,137 2,297 2,368
Expected return on plan ass (3,065) (2,995) (3,496)
Amortization of prior service costs ( (3,605) (3,735) (3,815)
Amortization of actuarial losses ( 2,452 2,517 1,934
Net pos-retirement cos $ (733) % (719) % (1,893)

(1) Based on straight-line amortization over the avetage remaining before active employees becontg éliible for plan
benefits.

(2) Based on straight-line amortization over the average remaining before active employees retire.

The following assumptions were used to determimefieobligations and net periodic benefit cost:

December 31 2013 2012
Benefit obligations
Discount rate 5.00% 4.00%

Net periodic benefit cost
Discount rate 4.00% 4.70%
Expected return on plan ass 7.00% 7.50%

The discount rate for 2013 and 2012 was determiiséty a hypothetical Aa spot yield curve represbiea series of
annualized individual spot discount rates fromrabnths to 99 years. The spot rate curve was defieen a direct calculation
of the implied forward rate curve based on theudel bond cash flows. This yield curve, when patad with projected cash
flows that represent the expected timing and amotifDS plan benefit payments, produces a singkxgfe interest discount
rate that is used to measure the plan’s liabilities

The expected rate of return was determined usiagetfyet asset allocation for the TDS plan andahteturn expectations for
each asset class.

The measurement date for actuarial determinaticdecember 31, 2013. For measurement purposeanthel rate of
increase in the per capita cost of covered health benefits was assumed for 2013 to be 7.5% &or jparticipants aged 65 and
above, and 7.9% for participants under age 65.algarticipants the 2013 annual rate of increasxpected to decrease to
5.0% by 2021. The 2012 expected rate of increase/@ for plan participants aged 65 and above 8at#b for participants
under age 65, decreasing to 5.0% for all partidipag 2020.

A 1% increase or decrease in assumed health carérend rates would have the following effect®fand for the year ended
December 31, 2013:

One Percent

Increase Decrease
(Dollars in thousands)
Effect on total service and interest cost compa $ 18 $ a7
Effect on pos-retirement benefit obligatio $ 301 $ (281)

The following estimated future benefit paymentsjohhreflect expected future service, are expeatdattpaid:
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Estimated Future
Post-Retirement

Year Benefit Payments
(Dollars in thousands)

2014 $ 2,082
2015 2,059
2016 2,143
2017 2,117
2018 2,138
201¢-2023 13,294

NOTE 12 COMMITMENTS AND CONTINGENCIES
Agreements

As previously disclosed, on August 17, 2010, U.8lIlar and Amdocs Software Systems Limited (“Amsld@ntered into a
Software License and Maintenance Agreement (“SLM&iJl a Master Service Agreement (“MSA") (collechiyehe “Amdocs
Agreements”) to develop a Billing and Operationapfort System (“B/OSS”). In July 2013, U.S. Caluimplemented
B/OSS, pursuant to an updated Statement of Woedddaine 29, 2012. Total payments to Amdocs retatéus
implementation are estimated to be approximate83% million (subject to certain potential adjushts) over the period from
commencement of the SLMA through the first halR6f4. As of December 31, 2013, $136.8 million hadn paid to
Amdocs.

Lease Commitments

TDS and its subsidiaries have leases for certainthcilities, office space, retail store sites] sites, data centers and data-
processing equipment which are accounted for asatipg leases. Certain leases have renewal opgioti®r fixed rental
increases. Renewal options that are reasonahlyessef exercise are included in determining tlaeséeterm. Any rent
abatements or lease incentives, in addition tafbental increases, are included in the calculatfaent expense and calculated
on a straight-line basis over the defined leaga.ter

As of December 31, 2013, future minimum rental pagta required under operating leases and rentaipteexpected under
operating leases that have noncancellable leases ferexcess of one year were as follows:

Operating Leases Operating Leases

Future Minimum Future Minimum

Rental Payments Rental Receipts
(Dollars in thousands)
2014 $ 175,14C $ 45,911
2015 153,338 36,536
2016 131,67C 25,993
2017 109,733 17,083
2018 91,275 6,478
Thereaftel 849,015 227
Total $ 1,510,171 $ 132,228

For 2013, 2012 and 2011, rent expense for nondabéelong-term leases was $187.8 million, $204illion and $187.4
million, respectively; and rent expense under chalgle short-term leases was $15.4 million, $10ilion and $9.0 million,
respectively.

Rent revenue totaled $45.7 million, $41.6 milliord&39.2 million in 2013, 2012 and 2011, respedfive
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Indemnifications

TDS enters into agreements in the normal coursrisiness that provide for indemnification of coupgaties. The terms of the
indemnifications vary by agreement. The eventsroumstances that would require TDS to perform uitdese indemnities are
transaction specific; however, these agreementsretayire TDS to indemnify the counterparty for sosid losses incurred
from litigation or claims arising from the undeng transaction. TDS is unable to estimate the mamirpotential liability for
these types of indemnifications as the amountslependent on the outcome of future events, the@and likelihood of which
cannot be determined at this time. Historically,STBas not made any significant indemnification pagts under such
agreements.

Legal Proceedings

TDS is involved or may be involved from time to &rm legal proceedings before the FCC, other régulauthorities, and/or
various state and federal courts. If TDS believes & loss arising from such legal proceedingsabable and can be reasonably
estimated, an amount is accrued in the financééstents for the estimated loss. If only a rangessf can be determined, the
best estimate within that range is accrued; if nofithe estimates within that range is better thaother, the low end of the
range is accrued. The assessment of the expedsmhwes of legal proceedings is a highly subjeqgbireeess that requires
judgments about future events. The legal procesding reviewed at least quarterly to determinetiegjuacy of accruals and
related financial statement disclosures. The ulinmaitcomes of legal proceedings could differ nmallgrfrom amounts accrued
in the financial statements.

TDS has accrued $0.3 million and $1.7 million wiglspect to legal proceedings and unasserted cksro§ December 31, 2013
and 2012, respectively. TDS has not accrued amuatrfor legal proceedings if it cannot estimat dimount of the possible
loss or range of loss. TDS does not believe trmathount of any contingent loss in excess of theuats accrued would be
material.

Apple iPhone Products Purchase Commitment

In March 2013, U.S. Cellular entered into an agremvith Apple to purchase certain minimum quagsitof Apple iPhone
products over a three-year period beginning in Muver 2013. Based on current forecasts, TDS esarihtt the remaining
contractual purchase commitment as of Decembe2(@®I3 is approximately $950 million. At this timEDS expects to meet its
contractual commitment with Apple.

NOTE 13 VARIABLE INTEREST ENTITIES (VIES)

TDS consolidates variable interest entities in Whicdas a controlling financial interest and is irimary beneficiary. A
controlling financial interest will have both ofeiollowing characteristics: (a) the power to dirde VIE activities that most
significantly impact economic performance and (& obligation to absorb the VIE losses and righet®ive benefits that are
significant to the VIE. TDS reviews these critdnidially at the time it enters into agreementsl anbsequently when
reconsideration events occur.

Consolidated VIEs

As of December 31, 2013, TDS holds a variable @#kin and consolidates the following VIES underARA

. Aquinas Wireless L.P. (“Aquinas Wireless”); and

. King Street Wireless L.P. (“King Street Wirelesaf)d King Street Wireless, Inc., the general partfiégting Street
Wireless.

The power to direct the activities that most siigaifitly impact the economic performance of Aquiiéiseless and King Street
Wireless (collectively, the “limited partnerships)shared. Specifically, the general partner es&VIEs has the exclusive
right to manage, operate and control the limitedrgaiships and make all decisions to carry on trgress of the partnerships;
however, the general partner of each partnershégsieonsent of the limited partner, a TDS subsjdtarsell or lease certain
licenses, to make certain large expenditures, agliinér partners or liquidate the limited partngoshiAlthough the power to
direct the activities of the VIEs is shared, TDS halisproportionate level of exposure to the ‘élitg associated with the
economic performance of the VIESs, indicating thBiSTis the primary beneficiary of the VIEs in acamde with GAAP.
Accordingly, these VIEs are consolidated.

On March 13, 2013, TDS acquired the remaining 3¥ership interest in Airadigm Communications, Iff@&iradigm”) that it
did not own for $3.5 million in cash. Prior tosdtacquisition, TDS consolidated Airadigm as a VEubsequent to the
acquisition date, Airadigm ceased to be a VIE lmitioues to be consolidated based on TDS’ comuglinancial interest in
the entity.

The following table presents the classificationtaf consolidated VIE assets and liabilities in T[' Consolidated Balanc



Sheet.
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December 31 2013 2012
(Dollars in thousands)
Assets
Cash and cash equivalel $ 2,076 $ 7,028
Other current asse 1,184 3,267
Licenses and other intangible as: 310,475 325,707
Property, plant and equipment, | 18,600 31,544
Other assets and deferred chai 511 3,026
Total asset $ 332,846 $ 370,572
Liabilities
Current liabilities $ 46 $ 9,985
Deferred liabilities and credi 3,139 6,213
Total liabilities $ 3185 §$ 16,198

Other Related Matters

Aquinas Wireless and King Street Wireless were fairo participate in FCC auctions of wireless spmetand to fund,
establish, and provide wireless service with resfmeany FCC licenses won in the auctions. As stlekse entities have risks
similar to those described in the “Risk FactorsTIDS’ Annual Report on Form 10-K.

TDS may agree to make additional capital contrdmgiand/or advances to Aquinas Wireless and KirgeBWireless and/or to
their general partners to provide additional fugdior the development of licenses granted in variauctions. TDS may
finance such amounts with a combination of cashamd, borrowings under its revolving credit agreenaad/or long-term
debt. There is no assurance that TDS will be tbtébtain additional financing on commercially reaable terms or at all to
provide such financial support.

The limited partnership agreements of Aquinas Wagland King Street Wireless also provide the gépartner with a put
option whereby the general partner may requirdithiged partner, a subsidiary of U.S. Cellularptarchase its interest in the
limited partnership. The general partner’s putay related to its interests in King Street Wissland Aquinas Wireless will
become exercisable in 2019 and 2020, respectiVély.put option price is determined pursuant torentda that takes into
consideration fixed interest rates and the markitesof U.S. Cellular's Common Shares. Upon exserof the put option, the
general partner is required to repay borrowingstdug.S. Cellular. If the general partner doeselett to exercise its put
option, the general partner may trigger an appraigaess in which the limited partner (a subsidiairU.S. Cellular) may have
the right, but not the obligation, to purchasedbaeral partner’s interest in the limited partngrstt a price and on other terms
and conditions specified in the limited partnersigpeement. In accordance with requirements uBd&P, TDS is required to
calculate a theoretical redemption value for akhaf put options assuming they are exercisableeagind of each reporting
period, even though such exercise is not contriigtparmitted. Pursuant to GAAP, this theoreticademption value, net of
amounts payable to U.S. Cellular for loans andwettinterest thereon made by U.S. Cellular to theegal partners the (“net
put value”), was $0.5 million at December 31, 2@h8 2012, respectively. The net put value is d@ias Noncontrolling
interests with redemption features in TDS’ Consathdl Balance Sheet. Also in accordance with GAdkRnges in the
redemption value of the put options, net of inteeegrued on the loans, are recorded as a compohbiatt income attributable
to noncontrolling interests, net of tax, in TDS’rG@olidated Statements of Operations.

TDS’ capital contributions and advances made toidagiWireless and King Street Wireless and/or theireral partners totaled
$10.0 million in the year ended December 31, 20I2ere were no capital contributions or advancedemna Aquinas Wireless
or King Street Wireless or their general partner@0d13.

U.S. Cellular currently provides 4G LTE serviceconjunction with King Street Wireless. Aquinas Wss is still in the
process of developing long-term business plans.

NOTE 14 NONCONTROLLING INTERESTS

The following schedule discloses the effects of INebme attributable to TDS shareholders and ctaimg&DS’ ownership
interest in U.S. Cellular on TDS’ equity for 202812 and 2011:
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Year Ended December 31 2013 2012 2011

(Dollars in thousands)
Net income attributable to TDS shareholc $ 141,927 $ 81,861 $ 200,566

Transfer (to) from the noncontrolling intere
Change in TDS Capital in excess of par value from

U.S. Cellular's issuance of U.S. Cellular shi (14,135) (8,854) (8,555)
Change in TDS Capital in excess of par value from
U.S. Cellular s repurchase of U.S. Cellular sha 3,370 4,789 (7,723)
Purchase of ownership in subsidiaries from nonadlitig interests (123) 4,397 -
Net transfers (to) from noncontrolling intere (10,888) 332 (16,278)
Change from net income attributable to TDS shaddrsland
transfers (to) from noncontrolling intere $ 131,03¢ $ 82,193 $ 184,288

Mandatorily Redeemable Noncontrolling Interest&imte-Lived Subsidiaries

TDS'’ consolidated financial statements includeaarhoncontrolling interests that meet the GAARrd#6n of mandatorily
redeemable financial instruments. These mandat@idgemable noncontrolling interests representasts held by third parties
in consolidated partnerships and limited liabigmpanies (“LLCs"), where the terms of the undewypartnership or LLC
agreement provide for a defined termination dateghath time the assets of the subsidiary are tedie, the liabilities are to be
extinguished and the remaining net proceeds dbe tistributed to the noncontrolling interest hoédand TDS in accordance
with the respective partnership and LLC agreemdiits.termination dates of these mandatorily redé&émaoncontrolling
interests range from 2085 to 2107.

The estimated aggregate amount that would be dilipayable to settle all of these noncontrollingiiests, assuming an orderly
liquidation of the finite-lived consolidated partabips and LLCs on December 31, 2013, net of estidhiiquidation costs, is
$14.0 million. This amount excludes redemption ams recorded in Noncontrolling interests with mrag¢ion features in the
Consolidated Balance Sheet. The estimate of sedtievalue was based on certain factors and asgmapthich are subjective
in nature. Changes in those factors and assumptimnid result in a materially larger or smallettisetent amount. TDS
currently has no plans or intentions relating ® liuidation of any of the related partnership&b€s prior to their scheduled
termination dates. The corresponding carrying valufie mandatorily redeemable noncontrolling iests in finite-lived
consolidated partnerships and LLCs at Decembe2@13 was $8.2 million, and is included in Noncoliing interests in the
Consolidated Balance Sheet. The excess of the gajgreettlement value over the aggregate carnahgevof these mandatorily
redeemable noncontrolling interests is due primaoilthe unrecognized appreciation of the noncdimgpinterest holders’
share of the underlying net assets in the condelidgartnerships and LLCs. Neither the noncontrglinterest holders’ share,
nor TDS’ share, of the appreciation of the undedymnet assets of these subsidiaries is reflectdéteiconsolidated financial
statements.

NOTE 15 COMMON SHAREHOLDERS' EQUITY
Share Consolidation Amendment

On January 13, 2012, TDS shareholders approvedicenmnendments to the Restated Certificate of paration of TDS
(“Charter Amendments”).

These approved Charter Amendments include (a) eeSPansolidation Amendment to reclassify (i) eape&al Common
Share as one Common Share, (ii) each Common Sdr@87 Common Shares, and (iii) each Series A GamBhare as
1.087 Series A Common Shares, (b) a Vote Amendiodit the percentage voting power in certain nratend (c)
amendments to eliminate obsolete and inoperatieeigions as more fully described in TDS’ CurrenpBe on Form 8-K dated
January 24, 2012.

These approved Charter Amendments were effectdduomary 24, 2012 at which time each outstandingi8p€ommon Share

was reclassified as one Common Share and the $@mianon Shares ceased to be outstanding and aser#ggceased
trading on the New York Stock Exchange under thelsy “TDS.S.”
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As of December 31, 2011, the holders of Commoné&hand Special Common Shares were entitled to ateeper share. The
holders of Common Shares had full voting righte; lolders of Special Common Shares had limitedhgatights. Other than
the election of directors, the Special Common Shhesl no votes except as otherwise required by TEwve holders of Series A
Common Shares were entitled to ten votes per sRarsuant to the Vote Amendment, the voting povwéhe Series A
Common Shares and the Common Shares, are fixegl @05and 43.3%, respectively, of the total votilogvpr in matters other
than the election of directors where voting poveesubject to adjustment due to changes in the nuoflmitstanding Series A
Common Shares. The Series A Common Shares contirhave ten votes per share in such matters andotie per share of
the Common Shares floats and is determined eaehtliare is a vote on matters other than the etecfidirectors.

As of January 24, 2012, immediately prior to thelassification, there were outstanding 6,549,000eSe\ Common Shares,
49,980,000 Common Shares, 47,012,000 Special Conghares and 8,300 Preferred Shares. As of Jandag022
immediately following the reclassification, theren outstanding 7,119,000 Series A Common Shabd$340,000 Common
Shares and 8,300 Preferred Shares.

As a result of the share reclassification, shartstanding at December 31, 2011, as well as avdrasje and diluted shares
outstanding used to calculate earnings per sharma, the beginning of 2011 and all prior periodssgnted in this Form 10-K
have been retroactively restated to reflect thesichpf the increased shares outstanding.

Common Stock

As of December 31, 2013, Series A Common Shares wanvertible, on a share for share basis, intor@omShares and
7,166,195 Common Shares were reserved for posstlance upon conversion of Series A Common Shares.

The following table summarizes the number of Comp&pecial Common and Series A Common Shares issugd
repurchasec

Special
Special Common Common Series A
Common Common Treasury Treasury Common
Shares Shares Shares Shares Shares
(Shares in thousands
Balance December 31, 20 57,093 63,442 7,198 15,911 6,510
Repurchase of shar - - - 748 -
Dividend reinvestment, incentive and
compensation plar - - (86) (226) 39
Reclassification as a result of Share
Consolidation Amendment ( 68,409 (63,442) 17,053 (16,433) 570
Balance December 31, 20 125,502 - 24,165 - 7,119
Repurchase of shar - - 868 - -
Conversion of Series A Common Sha 10 - - - (20)
Dividend reinvestment, incentive and
compensation plar - - (392) - 51
Balance December 31, 20 125,512 - 24,641 - 7,160
Repurchase of shar - - 339 - -
Conversion of Series A Common Sha 33 - - - (33)
Dividend reinvestment, incentive and
compensation plar - - (1,026) - 39
Balance December 31, 20 125,545 = 23,954 = 7,166

(1) Reflects the impact of the Share Consolidation Admeent to the Restated Certificate of IncorporatidiiDS, as
approved by the TDS shareholders on January 12,.201

Tax-Deferred Savings Plan

TDS has reserved 90,341 Common Shares at Decerhp20B3, for issuance under the TDS Tax-Deferradnga Plan, a
qualified profit-sharing plan pursuant to Sections 401(a) and 4@ (#)e Internal Revenue Code. Participating erygrs

have the option of investing their contributionsl DS’ contributions in a TDS Common Share fundl.&. Cellular Common
Share fund or certain unaffiliated funds.
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Common Share Repurchases

TDS and U.S. Cellular Share Repurchases

On August 2, 2013, the Board of Directors of TD$hatized a $250 million stock repurchase prograntte purchase of TDS
Common Shares from time to time pursuant to opekeb@urchases, block transactions, private puehas otherwise,
depending on market conditions. This authorizatioas not have an expiration date. In 2012, TDahprior share repurchase
authorization for $250 million that expired on Naveer 19, 2012.

On November 17, 2009, the Board of Directors of.\C&llular authorized the repurchase of up to 1,300 Common Shares on
an annual basis beginning in 2009 and continuiny gaar thereafter, on a cumulative basis. Thesehpses will be made
pursuant to open market purchases, block purchpseate purchases, or otherwise, depending on @harices and other
conditions. This authorization does not have girakon date.

Share repurchases made under these authorizatidrmiar authorizations, were as follov

Year Ended December 31 Number of Average Cost
(Dollar amounts and shares in thousands Shares Per Share Amount
2013
U.S. Cellular Common Shar 499 $ 3719 % 18,544
TDS Common Share 339 28.60 9,692
2012
U.S. Cellular Common Shar 571 $ 35.11 $ 20,045
TDS Common Share 868 23.08 20,026
2011
U.S. Cellular Common Shar 1,276 $ 4882 $ 62,294

TDS Common Share - - i,
TDS Special Common Shar 748 28.73 21,500

NOTE 16 STOCK-BASED COMPENSATION
TDS Consolidated

The following table summarizes stock-based comp@rsaxpense recognized during 2013, 2012 and 2011:

Year Ended December 31 2013 2012 2011
(Dollars in thousands)

Stock option award $ 12,973 $ 20,884 $ 20,443
Restricted stock unit awar: 15,535 19,025 14,905
Deferred compensation bonus and matching stockawrtds 550 749 124
Employee stock purchase ple - - 485
Awards under Na-Employee Director compensation pl 1,280 1,213 880
Total stocl-based compensation, before income t: 30,338 41,871 36,837
Income tax benefi (11,459) (15,848) (13,862)
Total stockbased compensation expense, net of income $ 18,879 $ 26,023 $ 22,975

At December 31, 2013, unrecognized compensationfepall stock-based compensation awards was $36.8 million and is
expected to be recognized over a weighted averagedoof 2.2 years.

The following table provides a summary of the stbalsed compensation expense included in the Cdiasetl Statement of
Operations for the years ended:
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December 31 2013 2012 2011
(Dollars in thousands)

Selling, general and administrative expe $ 27,130 $ 38,563 $ 33,949
Cost of services and produt 3,208 3,308 2,888
Total stock-based compensatic $ 30,338 $ 41871 $ 36,837

TDS'’ tax benefits realized from the exercise otktoptions and other awards totaled $9.6 millio2@43.

TDS (excluding U.S. Cellular)

The information in this section relates to stelshsed compensation plans using the equity instrtexedTDS. Participants in
these plans are employees of TDS Corporate andTedXfom and Non-employee Directors of TDS, although. Cellular
employees were eligible to participate in the TD8pibyee Stock Purchase Plan before it was terndnatthe fourth quarter
of 2011. Information related to plans using thaigginstruments of U.S. Cellular are shown in th&. Cellular section
following the TDS section.

Under the TDS Long-Term Incentive Plans, TDS mangfixed and performance based incentive and natifepd stock
options, restricted stock, restricted stock uritg] deferred compensation stock unit awards teekgyloyees. On January 13,
2012, TDS shareholders approved Amendments to ¢lstaRed Certificate of Incorporation of TDS whiakluded both a Share
Consolidation Amendment and adoption of the TDS120dng-Term Incentive Plan, which replaced the TZD®4 Long-Term
Incentive Plan. See Note 15 — Common Shareholdarsity for additional information.

As a result of the effectiveness of the Share Cladetton Amendment on January 24, 2012, there arloinger any Special
Common Shares authorized or outstanding. As dtresuistanding awards were adjusted to reflecréndassification, and such
awards will be settled only in Common Shares. Sadjbistment was made consistent with the share tdasgon.

TDS had reserved 13,315,000 Common Shares at Dec&3hp2013 for equity awards granted and to batgdaunder the TDS
Long-Term Incentive Plans in effect. At Decembgy 3013, the only types of awards outstanding iaezifnon-qualified stock

option awards, restricted stock unit awards, arfdroed compensation stock unit awards. As of Deardhh, 2013, there were
no shares reserved under any employee stock parphes, since this plan was terminated in the fogttarter of 2011.

TDS has also established a Non-Employee Directansipensation plan under which it has reserved 200TS Common
Shares at December 31, 2013 for issuance as coatfzgn® members of the Board of Directors whoraveemployees of
TDS.

TDS uses treasury stock to satisfy requirementsHares issued pursuant to its various stock-bem®gensation plans.

Long-Term Incentive Plan—Stock Optiers&tock options granted to key employees are exastdsover a specified period not
in excess of ten years. Stock options generaky @eer periods up to three years from the datganit. Stock options
outstanding at December 31, 2013 expire betweed 20d 2023. However, vested stock options typicatpire 30 days after
the effective date of an employee’s terminatioemployment for reasons other than retirement. Bygas who leave at the
age of retirement have 90 days (or one year if Hadigfy certain requirements) within which to exee their vested stock
options. The exercise price of options equalariaeket value of TDS common stock on the date afitgra

TDS estimated the fair value of stock options grdrih 2013, 2012 and 2011 using the Black Schaésation model and the
assumptions shown in the table bel

2013 2012 2011
Expected life 5.7 Year 5.5 Year 5.5 Year
Expected annual volatility rate 41.0% 41.1% 37.6%
Dividend yield 2.3% 2.4% 1.6%
Risk-free interest rate 1.0% 0.9% 2.1%
Estimated annual forfeiture rate 2.9% 2.9% 3.0%
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Until the time of the effectiveness of the Share§ididation Amendment on January 24, 2012, any eye with stock options
granted prior to the date of the TDS Special Com@loare dividend on May 13, 2005, received one Com8tware and one
Special Common Share per tandem option exerciBadh tandem option was exercisable at its origgratcise price. As a
result of the Share Consolidation Amendment eadti@pbCommon Share was reclassified as a Commore $inaa one-for-
one basis and each Common Share was reclassifle@&s Common Shares. Consequently, each tandeomapas adjusted to
reflect the reclassification into 2.087 Common $karpon exercise and the exercise price of thedawas also adjusted to
1/2.087 of the original exercise price of the award

Any employee with TDS stock options granted aftetyM 3, 2005 was entitled to receive one Speciall@omShare per option
exercised. As a result of the Share ConsolidatioreAdment each Special Common option was recladsifie one Common
Share option. The reclassification did not chathgeexercise price of these awards.

A summary of TDS stock options (total and portigereisable) and changes during the three yearsddddeember 31, 2013, is
presented in the tables and narrative below. Thee®éer 31, 2011 amounts in the tables below refitecimpact of the Share
Consolidation Amendment to the Restated Certifioht@corporation of TDS:

Weighted
Weighted Average Aggregate
Number of Average Grant Date Intrinsic
Tandem Options Options Exercise Price Fair Value Value
Outstanding at December 31, 2010 651,00C $ 69.60
(651,000 exercisable) 69.60
Exercised (2,000) 53.77 $ 30,000
Forfeited - -
Expired (78,000) 99.23
Reclassification of Tandem Options
due to Share Consolidati (571,000) 65.64 $ 158,00C
Outstanding at December 31, 2011 -
Weighted Weighted
Average Average Aggregate
Number of Exercise Grant Date Intrinsic
Special Common Share Options Options Prices Fair Value Value
Outstanding at December 31, 2( 5,108,00C $ 35.41
(2,506,000 exercisabl 43.14
Grantec 1,034,00(¢ 2994 % 9.59
Exercisec (5,000) 26.95 $ 19,000
Forfeited (34,000) 28.12
Expired (79,000) 35.00
Reclassification of Special Common
Options due to Share Consolidat (6,024,000 $ 34.38 $ -

Outstanding at December 31, 2( -
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Weighted
Average
Weighted Weighted Remaining
Average Average Aggregate Contractual
Number of Exercise Grant Date Intrinsic Life
Common Share Options Options Prices Fair Value Value (in years)
Reclassification of Tandem Optior
due to Share Consolidatit 1,192,00C 31.45
Reclassification of Special Commc
Options due to Share Consolidat 6,024,00(C 34.38
Outstanding at December 31, 2( 7,216,00C $ 33.89
(4,865,000 exercisabl 36.67
Grantec 1,702,00C 20.79 % 6.28
Exercisec (1,000) 20.65 $ 4,000
Forfeited (106,000) 23.81
Expired (298,000 30.12
Outstanding at December 31, 2( 8,513,00C $ 31.53
(5,782,000 exercisabl 35.12
Grantec 1,259,00(¢ 2260 $ 7.01
Exercisec (683,000) 25.33 $ 2,450,00C
Forfeited (81,000) 23.75
Expired (228,000) 34.10
Outstanding at December 31, 2( 8,780,00C % 30.74 $ 11,483,00( 6.0
(6,160,000 exercisabli $ 34.13 $ 2,256,00C 4.9

The aggregate intrinsic value in the tables abepeasents the total pre-tax intrinsic value (tltedince between TDS’ closing
stock prices and the exercise price, multipliedi®/number of in-the-money options) that was resetivy the option holders
upon exercise or that would have been receivedobipro holders had all options been exercised oreBéer 31, 2013.

Long-Term Incentive Plans—Restricted Stock UnilDS also grants restricted stock unit awards todmployees. As of
December 31, 2011, each restricted stock unit audihg was convertible into one Special Common &hpon the vesting of
such restricted stock units. As a result of thar8Consolidation Amendment each outstanding oésttistock unit was
reclassified and became convertible into one Com8tware Award. The restricted stock unit awardsenily outstanding were
granted in 2012 and 2013 and will vest in Decen®f®d” and May 2016, respectively.

TDS estimates the fair value of restricted stociksuny reducing the grant-date price of TDS’ shdngshe present value of the
dividends expected to be paid on the underlyingeshduring the requisite service period, discouatatie appropriate risk-free
interest rate, since employees are not entitletividends declared on the underlying shares whierg¢stricted stock or RSU is
unvested. The fair value is then recognized aspemsation cost on a straight-line basis over thaiséte service periods of the
awards, which is generally the vesting period.

A summary of TDS nonvested restricted stock units éhanges during the year ended December 31,i2@t8sented in the
table below:.

Weighted Average

Grant Date

Common Restricted Stock Units Number Fair Value
Nonvested at December 31, 2(C 547,00C $ 23.44
Grantec 353,00C $ 21.09
Vested (213,000) $ 28.94
Forfeite( (24,000) $ 23.16
Nonvested at December 31, 2( 663,00C g 20.43
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The total fair values as of the respective vestiaigs of restricted stock units vested during 2@032 and 2011 were $5.8
million, $3.4 million and $4.1 million, respectiyelThe weighted average grant date fair value sificted stock units granted
in 2013, 2012 and 2011 was $21.09, $19.62 and 28:%Bectively.

Long-Term Incentive Plans—Deferred Compensationk3timits—Certain TDS employees may elect to defer recdiptlmr a
portion of their annual bonuses and to receiverapamy matching contribution on the amount deferr&li bonus
compensation that is deferred by employees elettipgrticipate is immediately vested and is deetodak invested in TDS
Common Share units. The amount of TDS’ matchingrdoution depends on the portion of the annualusathat is deferred.
Participants receive a 25% stock unit match foram®deferred up to 50% of their total annual baamus a 33% match for
amounts that exceed 50% of their total annual bosweh matching contributions also are deemed iav®sted in TDS
Common Share units.

The total fair values of deferred compensationistotts that vested during 2013, 2012 and 2011 Wwer& million, $0.1

million and 0.1 million, respectively. The weigttaverage grant date fair value of deferred comgt@rsstock units granted in
2013, 2012 and 2011 was $21.99, $24.18 and $2&4&pectively. As of December 31, 2013, there w@E@O0 vested but
unissued deferred compensation stock units valu8.a million.

Compensation of Non-Employee Director$BS issued 33,000, 22,000 and 19,000 Common Shades its Non-Employee
Director plan in 2013, 2012 and 2011, respectively.

Dividend Reinvestment Plans (“DRIP")FDS had reserved 1,403,000 Common Shares at Dec&hp2013, for issuance
under Automatic Dividend Reinvestment and StoclcRase Plans and 179,000 Series A Common Sharissf@iance under the
Series A Common Share Automatic Dividend Reinvestrfdan. These plans enabled holders of TDS’ ComS8twares and
Preferred Shares to reinvest cash dividends in GamBinares and holders of Series A Common Sharegnteest cash
dividends in Series A Common Shares. The purcpase of the shares is 95% of the market valuegthas the average of the
daily high and low sales prices for TDS’ Common i&8aon the New York Stock Exchange for the tenitigadays preceding
the date on which the purchase is made. Thess planconsidered non-compensatory plans, theretooempensation
expense is recognized for stock issued under fhlass.

U.S. Cellular

The information in this section relates to stelsised compensation plans using the equity instrtsyaéri.S. Cellular.

Participants in these plans are employees of UsBul@r and Non-employee Directors of U.S. Cellularformation related to
plans using the equity instruments of TDS are shimwhe previous section.

U.S. Cellular has established the following stdz&sed compensation plans: long-term incentive @adsa Non-Employee

Director compensation plan, and had an employexk gtarchase plan that was terminated in the fogutirter of 2011. In
addition, U.S. Cellular employees were eligiblgésticipate in the TDS employee stock purchase pédare that plan also was
terminated in the fourth quarter of 2011.

Under the U.S. Cellular Long-Term Incentive PlddsS. Cellular may grant fixed and performance baseentive and non-
qualified stock options, restricted stock, res&itstock units, and deferred compensation stodkawards to key employees.
At December 31, 2013, the only types of awardstanting are fixed non-qualified stock option awarestricted stock unit
awards, and deferred compensation stock unit awards

On June 25, 2013, U.S. Cellular paid a special dastiend to all holders of U.S. Cellular Commoreg#s and Series A
Common Shares as of June 11, 2013. Outstandingdélilar stock options, restricted stock unit edgaand deferred
compensation stock units were equitably adjusteth® special cash dividend. The impact of sughsdchents are fully
reflected for all years presented. See Note 4rnifigs Per Share for additional information.

At December 31, 2013, U.S. Cellular had reserveti3®9)000 Common Shares for equity awards grantddabe granted
under the Long-Term Incentive Plans. No Common &heasere reserved for issuance to employees ungiedraployee stock
purchase plan since this plan was terminated irficitneh quarter of 2011.

U.S. Cellular also has established a Non-EmployieecBbr compensation plan under which it has resg212,000 Common

Shares at December 31, 2013 for issuance as coatfn® members of the Board of Directors whoreeemployees of U.S.
Cellular or TDS.
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U.S. Cellular uses treasury stock to satisfy reanéents for Common Shares issued pursuant to iisugastock-based
compensation plans.

Long-Term Incentive Plans—Stock OptiensStock options granted to key employees are esatg over a specified period
not in excess of ten years. Stock options genevelt over a period of three years from the datgant. Stock options
outstanding at December 31, 2013 expire betweed a0d 2023. However, vested stock options typicatpire 30 days after
the effective date of an employee’s terminatioemiployment for reasons other than retirement. Bygas who leave at the
age of retirement have 90 days (or one year if Hadigfy certain requirements) within which to exee their vested stock
options. The exercise price of options equalgnheket value of U.S. Cellular Common Shares ordtte of grant.

U.S. Cellular estimated the fair value of stocki@ps granted during 2013, 2012, and 2011 usinddthek Scholes valuation
model and the assumptions shown in the table be

2013 2012 2011
Expected life 4.€-9.0 year 4.5 year 4.3 year
Expected volatility 29.2%-39.6% 40.7%-42.6% 43.4%-44.8%
Dividend yield 0% 0% 0%
Risk-free interest rat 0.7%-2.4% 0.5%-0.9% 0.7%-2.0%
Estimated annual forfeiture re 0.0%-8.1% 0.0%-9.1% 0.0%-7.8%

The fair value of options is recognized as compgémsa@ost using an accelerated attribution methget the requisite service
periods of the awards, which is generally the wesgieriod.

A summary of U.S. Cellular stock options outstagdjtotal and portion exercisable) and changes dutie three years ended
December 31, 2013, is presented in the table below:

Weighted
Average
Weighted Weighted Remaining
Average Average Aggregate Contractual
Number of Exercise Grant Date Intrinsic Life
Common Share Options Options Price Fair Value Value (in years)
Outstanding at December 31, 201 2,627,000 $ 42.28
(1,333,000 exercisable) 47.18
Granted 694,00C 4434 $ 16.66
Exercised (201,000} 32.32 $  2,099,00C
Forfeited (83,000) 39.42
Expired (203,000) 49.32
Outstanding at December 31, 201 2,834,000 $ 43.07
(1,533,000 exercisable) 46.23
Granted 677,00C 3491 $ 12.61
Exercised (47,000) 29.82 $ 205,00C
Forfeited (117,000 38.45
Expired (133,000, 46.17
Outstanding at December 31, 201 3,214,00C $ 41.58
(1,928,000 exercisable) 43.99
Granted 1,213,00C 3245 $ 11.53
Exercised (892,000) 34.78 $  6,787,00(
Forfeited (574,000) 34.17
Expired (247,000) 48.35
Outstanding at December 31, 201 2,714,000 $ 42.22 $ 13,015,00( 6.80
(1,359,000 exercisable) $ 46.91 $ 2,632,00( 4.60
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The aggregate intrinsic value in the table abopeegents the total pre-tax intrinsic value (théedénce between U.S. Cellular’s
closing stock price and the exercise price mukibby the number of in-the-money options) that reagived by the option
holders upon exercise or that would have beenveddiy option holders had all options been exedotseDecember 31, 2013.

Long-Term Incentive Plans—Restricted Stock Unitd.S. Cellular grants restricted stock unit awardsich generally vest
after three years, to key employees.

U.S. Cellular estimates the fair value of restdcséock units based on the closing market pridd.8f Cellular shares on the
date of grant. The fair value is then recognized@npensation cost on a straight-line basis dwerdquisite service periods of
the awards, which is generally the vesting period.

A summary of U.S. Cellular nonvested restrictedlstanits at December 31, 2013 and changes durmgedhr then ended is
presented in the table belo

Weighted Average

Grant Date

Common Restricted Stock Units Number Fair Value
Nonvested at December 31, 2( 1,139,00C $ 38.40
Grantec 601,00C 32.06
Vested (238,000) 42.26
Forfeited (332,000) 35.63
Nonvested at December 31, 2( 1,170,00C ¢ 36.46

The total fair value of restricted stock units thested during 2013, 2012 and 2011 was $8.8 mjlB8m9 million and $9.5
million, respectively, as of the respective vestilages. The weighted average grant date fair \afluestricted stock units
granted in 2013, 2012 and 2011 was $32.06, $35©0%42.33, respectively.

Long-Term Incentive Plans—Deferred CompensatiookStimits—Certain U.S. Cellular employees may elect to defeeipt
of all or a portion of their annual bonuses ancetteive a company matching contribution on the arhdeferred. All bonus
compensation that is deferred by employees elettipgrticipate is immediately vested and is deetodsk invested in U.S.
Cellular Common Share stock units. The amount.&. Cellular's matching contribution depends ongb#ion of the annual
bonus that is deferred. Participants receive a @&#ch for amounts deferred up to 50% of theirl tatsual bonus and a 33%
match for amounts that exceed 50% of their totabiahbonus; such matching contributions also aesreel to be invested in
U.S. Cellular Common Share stock units.

The total fair value of deferred compensation stawits that vested was less than $0.1 million duéif13, 2012 and 2011. The
weighted average grant date fair value of defecmdpensation stock units granted in 2013, 201228dd was $31.50, $36.34
and $41.79, respectively. As of December 31, 2@13¢ were 12,000 vested but unissued deferred @osagion stock units
valued at $0.5 million.

Compensation of Non-Employee Directerd).S. Cellular issued 13,000, 7,600 and 6,600 ComS8iwares in 2013, 2012 and
2011, respectively, under its Non-Employee Directumpensation plan.

NOTE 17 RECLASSIFICATION ADJUSTMENTS OUT OF ACCUMUL ATED OTHER COMPREHENSIVE
INCOME

Accumulated other comprehensive loss includes atsaetated to TDS’ defined benefit post-retiremglian. During 2013,
reclassifications from Accumulated other comprehenkoss into Operating expenses, related to ttieeneent plan, were
approximately $0.8 million (net of income tax of.&0nillion). Of this amount, $0.5 million was reded as a decrease to Cost
of services and products and $0.3 million was réedras a decrease to Selling, general and adraistiexpense.
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NOTE 18 BUSINESS SEGMENT INFORMATION

U.S. Cellular and TDS Telecom are billed for alvéees they receive from TDS, consisting primadfyinformation processing
and general management services. Such billingbased on expenses specifically identified to @&lular and TDS Telecom
and on allocations of common expenses. Managebadietes the method used to allocate common expésseasonable and
that all expenses and costs applicable to U.Sul@aelind TDS Telecom are reflected in the accomipgriyusiness segment
information on a basis that is representative aditvthey would have been if U.S. Cellular and TD®%em operated on a
stand-alone basis.

Financial data for TDS’ reportable segments for2®012 and 2011, is as follows. During the yemteel December 31, 2013,
TDS reevaluated and changed its operating segmehitsh resulted in the following reportable segnsett.S. Cellular; TDS
Telecom Wireline, Cable, HMS; and the Non-Reporabtgment. Periods presented for comparative pesgtave been re-
presented to conform to the revised presentatBee Note 1 — Summary of Significant Accounting Eiek and Recent
Accounting Pronouncements for additional informatio

TDS Telecom
Corporate,
Eliminations
Year Ended or as TDS TDS Non- and Other
of December 31, U.S. Telecom Telecom Reportable Reconciling
2013 Cellular Wireline Cable HMS  Eliminations Total Segment Items Total
(Dollars in
thousands)

Operating revenues $ 3,918,83¢ $ 726,567 $ 35,883 $ 185,61€ $ (1,063) $ 947,003 $ 59,703 $ (24,306) $4,901,23¢
Cost of services an
products (excluding
Depreciation,
amortization and

accretion

expense reported

below) 1,762,43¢ 270,46€ 17,274 136,414 (1,000) 423,154 43,049 (3,322) 2,225,31¢
Selling, general an

administrative 1,677,39¢ 220,097 11,054 44,945 (63) 276,033 14,526 (20,176) 1,947,77¢

Depreciation,
amortization and

accretion 803,781 170,86¢ 7,571 24,262 - 202,701 5,980 5,615 1,018,077
(Gain) loss on asse
disposals, ne 30,606 130 28 125 - 283 (8) (40) 30,841

(Gain) loss on sale

of business and oth

exit costs, ne (246,767, - - - - - - (53,889) (300,656)
(Gain) loss on

license sales and

exchange: (255,479 - - - - - - - (255,479
Operating income

(loss) 146,865 65,006 (44) (20,130) - 44,832 (3,844) 47,506 235,35¢
Equity in earnings ¢

unconsolidated

entities 131,94¢ 19 - - - 19 - 746 132,714
Interest and divider

income 3,961 1,759 2 63 - 1,824 4 3,303 9,092
Gain (loss) on

investment: 18,556 830 - - - 830 - (4,839) 14,547
Interest expens (43,963) 3,265 (74) (1,626) - 1,565 (4,062) (52,351) (98,811)
Other, ne 288 (214) - 29 - (185) (161) 21 (37)
Income (loss)

before income taxe 257,65€ 70,665 (116) (21,664) - 48,885 (8,063) (5,614) 292,864
Add back:

Depreciation,

amortization and

accretion 803,781 170,86¢€ 7,571 24,262 - 202,701 5,980 5,615 1,018,077
(Gain) loss on sal

of business and oth

exit costs, ne (246,767, - - - - - - (53,889) (300,656)
(Gain) loss on

license sales and

exchange: (255,479) - - - - - - - (255,479)
Gain (loss) on
investment: (18,556) (830) - - (830) 4,839 (14,547)

Interest expens 43,963 (3,265) 74 1,626 - (1,565) 4,062 52,351 98,811




Adjusted income

before incometaxe $ 584598 $§ 237436 $ 7529 3% 4224 % -$ 2491918 1979 % 3,302 $§ 839,07C
Investments ir

unconsolidated

entities $ 26558t $ 3,809 $ - % - % - $ 3,809 $ - % 32,378 $ 301,772
Total asset $ 6,445,70¢ $1,188,43: $543,03¢ $ 328,397 $ - $2,059,86¢ $ 58,275 $ 340,29€ $ 8,904,147

Capital expenditure $ 737,501 $ 140,00 $ 8,375 $ 16,474 $

89
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866 $
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TDS Telecom
Corporate,
Eliminations
TDS TDS Non- and Other
Year Ended or as of Decembe u.sS. Telecom Telecom Reportable Reconciling
31, 2012 Cellular Wireline HMS Eliminations Total Segment Items Total
(Dollars in thousands)
Operating revenues $4,452,08¢ $ 741,748 $ 113,01C $ (252) $ 854,506 $ 60,830 $ (22,143) $5,345,271
Cost of services and products
(excluding
Depreciation, amortization an
accretion
expense reported belo 1,882,752 274,06E 75,781 (252) 349,594 42,150 (1,926) 2,272,57(C
Selling, general and
administrative 1,764,93: 235,71€ 34,193 - 269,90¢ 16,189 (17,130) 2,033,901
Depreciation, amortization and
accretion 608,633 172,52€ 20,568 - 193,094 6,102 5,797 813,62€
Loss on impairment of asse - - - - - 515 - 515
(Gain) loss on asset disposals, 18,088 1,020 108 - 1,128 (1) 526 19,741
(Gain) loss on sale of business
and other exit costs, n 21,022 39 - - 39 - - 21,061
Operating income (loss, 156,65€ 58,382 (17,640) - 40,742 (4,125) (9,410) 183,863
Equity in earnings of
unconsolidated entitie 90,364 10 - - 10 - 2,493 92,867
Interest and dividend incon 3,644 3,085 25 - 3,110 8 2,486 9,248
Gain (loss) on investmen (3,718) - - - - - - (3,718)
Interest expens (42,393) 2,674  (1,160) - 1,514 (3,938) (41,928) (86,745)
Other, ne 500 (353) (1) - (354) 575 (1) 720
Income (loss) before incom:
taxes 205,053 63,798 (18,776) - 45,022 (7,480) (46,360) 196,23E
Add back:
Depreciation, amortization and
accretion 608,633 172,52¢€ 20,568 - 193,094 6,102 5,797 813,62€
(Gain) loss on sale of business
and other exit costs, n 21,022 39 - - 39 - - 21,061
Gain (loss) on investmen 3,718 - - - - - - 3,718
Interest expens 42,393 (2,674) 1,160 - (1,514) 3,938 41,928 86,745
Adjusted income before incom
taxes $ 880,81¢$ 23368c$ 2952 % - $ 236641$ 2560 % 1,365 $1,121,38¢
Investments in unconsolidated
entities $ 144,531 % 3,809 $ - $ - $ 3,809 $ - $ 31,581 ¢ 179,921
Total asset $6,587,45( $1,519,69¢ $ 267,79¢€ $ - $1,787,49¢ $ 62,931 $ 186,022 $ 8,623,90(
Capital expenditure $ 836,746 $ 15858C $ 15344 $ - $ 1739243% 1,789 % (7,840) $1,004,621
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TDS Telecom
Corporate,
Eliminations
TDS TDS Non- and Other
Year Ended or as of Decembe u.sS. Telecom Telecom Reportable Reconciling
31, 2011 Cellular Wireline HMS  Eliminations Total Segment Items Total
(Dollars in thousands)
Operating revenues $4,343,34¢ $ 768,20¢ $ 47,180 $ - $ 815388 $ 45133 % (23,396) $5,180,471
Cost of services and products
(excluding
Depreciation, amortization an
accretion
expense reported belo 1,721,181 274,701 23,502 - 298,202 32,952 (1,692) 2,050,64<
Selling, general and
administrative 1,769,701 221,114 15,647 - 236,761 8,609 (12,712) 2,002,35¢
Depreciation, amortization and
accretion 573,557 167,66 12,867 - 180,53C 3,021 8,668 765,77€
(Gain) loss on asset disposals, 9,889 1,128 115 - 1,243 (197) 17 10,952
(Gain) loss on license sales an
exchange: (11,762) - - - - - - (11,762)
Operating income (loss, 280,78C 103,60z (4,951) - 98,651 748 (17,677) 362,502
Equity in earnings of
unconsolidated entitie 83,566 8 - - 8 - (1,036) 82,538
Interest and dividend incon 3,395 3,548 - - 3,548 2 2,200 9,145
Gain (loss) on investmen 11,373 - - - - - 12,730 24,103
Interest expens (65,614) 2,702 (78) - 2,624 (2,359) (53,852) (118,201)
Other, ne (678) 2,719 (9) - 2,710 650 976 3,658
Income (loss) before incom:
taxes 312,822 112,57¢ (5,038) - 107,541 41 (56,659) 363,74E
Add back:
Depreciation, amortization and
accretion 573,557 167,66z 12,867 - 180,53C 3,021 8,668 765,77€
(Gain) loss on license sales ani
exchange: (11,762) - - - - - - (11,762)
Gain (loss) on investmen (11,373) - - - - - (12,730) (24,103)
Interest expens 65,614 (2,702) 78 - (2,624) 1,359 53,852 118,201
Adjusted income before income
taxes $ 928,858 $ 27754C$ 7,907 $ - $ 285447$ 4421$ (6,869) $1,211,857
Investments in unconsolidat
entities $ 138,09€ $ 3,808 $ - $ -$ 3,808 $ - $ 31,806 $ 173,71C
Total asset $6,327,97¢ $ 1,494,362 $209,10¢ $ - $1,703,471$ 68,870 $ 100,688 $8,201,00¢
Capital expenditure $ 78252€ $ 164,165 $ 26,999 $ - $ 191,162 $ 3,206 $ 10,324 $ 987,218

Adjusted income before income taxes is a segmeasure reported to the principal operating decisiaker for purposes of
making decisions about allocating resources tes#gments and assessing their performance. Adjustethe before income
taxes is defined as Income (loss) before incomestaxdjusted for the items set forth in the rediatitin above. Adjusted
income before income taxes excludes these iterosder to show operating results on a more compauadsis from period to
period. In addition, TDS may also exclude othemigfrom adjusted income before income taxes if siechs help reflect
operating results on a more comparable basis. d@S not intend to imply that any of such amoumds &re excluded are non-
recurring, infrequent or unusual; such amounts owyr in the future. TDS believes Adjusted incdméore income taxes is a
useful measure of TDS’ operating results beforaiiant recurring non-cash charges, discrete gamklosses and financing
charges (Interest expense).

91




Table of Contents

NOTE 19 SUPPLEMENTAL CASH FLOW DISCLOSURES

Following are supplemental cash flow disclosuremrding interest paid and income taxes paid.

Year Ended December 31 2013 2012 2011
(Dollars in thousands)

Interest paic $ 96,241 $ 88,208 $ 96,174
Income taxes paid (refunde 175,62¢ (62,042) (66,994)

Following are supplemental cash flow disclosurggrding transactions related to stock-based conapiensawards. In certain
situations, TDS and U.S. Cellular withhold shatex fare issuable upon the exercise of stock opbtiotise vesting of restricted
shares to cover, and with a value equivalent ®gttercise price and/or the amount of taxes redjtirde withheld from the
stock award holder at the time of the exerciseesting. TDS and U.S. Cellular then pay the amofitherequired tax
withholdings to the taxing authorities in cash.

TDS:
Year Ended December 31 2013 2012 2011
(Dollars in thousands)
Common Shares withhe 265,74¢ 49,840 -
Special Common Shares withhe - 1,381 65,638
Aggregate value of Common Shares witht $ 7,639 $ 1,102 $ -
Aggregate value of Special Common Shares with $ - $ 33 % 1,537
Cash receipts upon exercise of stock opt 12,092 16 1,463
Cash disbursements for payment of te (2,438) (1,135) (1,431)
Net cash receipts (disbursements) from exerci
stock options and vesting of other stock aw $ 9,654 $ (1,119) $ 32

U.S. Cellular:
Year Ended December 31 2013 2012 2011
(Dollars in thousands)
Common Shares withhe 606,582 92,846 120,250
Aggregate value of Common Shares witht $ 25,179 $ 3,604 $ 5,952
Cash receipts upon exercise of stock opt 10,468 900 5,447
Cash disbursements for payment of te (4,684 (3,105 (3,512
Net cash receipts (disbursements) from exerci ,

stock options and vesting of other stock aw: $ 5784 $ (2,205 $ 1,935

Under the American Recovery and Reinvestment AQ06P (“the Recovery Act”), TDS Telecom was awar@&85.1 million

in federal grants and will provide $30.9 millionitf own funds to complete 44 projects to providesbband access in unserved
areas. TDS Telecom received $41.9 million, $16.lonj and $4.9 million in grants during the twelr®nths ended December
31, 2013, 2012 and 2011, respectively. TDS Telebamreceived cumulative grants of $63.6 milliomBBecember 31, 2013.
These funds reduced the carrying amount of thesatsavhich they relate. TDS Telecom had recordzi@million and $27.6
million in grants receivable at December 31, 2048 2012, respectively. These amounts were inclageal component of
Accounts receivable, Other, in the ConsolidatechBeg¢ Sheet.
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On September 27, 2012, the FCC conducted a siogtedr sealed bid, reverse auction to award up ®0 $3llion in one-time
Mobility Fund Phase | support to successful biddleas commit to provide 3G, or better, wireless/&gr in areas designated as
unserved by the FCC. This auction was designatetlebFCC as Auction 901. U.S. Cellular and sevef ik wholly-owned
subsidiaries participated in Auction 901 and wenenimg bidders in eligible areas within 10 stated aill receive up to $40.1
million in one-time support from the Mobility Fun@ihese funds will reduce the carrying amount ofabsets to which they
relate or will offset operating expenses. U.Sl@af has received $13.4 million in support fundsdDecember 31, 2013, of
which $10.3 million is included as a component ¢i€ assets and deferred charges in the Consalifaiance Sheet and $3.1
million reduced the carrying amount of the assetshich they relate, which are included in Propgptgnt and equipment in
the Consolidated Balance Sheet.

TDS declared and paid dividends on Series A ComamathCommon Shares of $55.2 million or $0.51 peresHaring 2013 and
$53.1 million or $0.49 per share during 2012. T28ldred and paid dividends on Series A Common, Coamand Special
Common Shares of $48.6 million or $0.47 per sharind 2011.

On June 25, 2013, U.S. Cellular paid a special dastiend of $5.75 per share, for an aggregate amnai$482.3 million, to all
holders of U.S. Cellular Common Shares and Seri€ommon Shares as of June 11, 2013. Of the $48iliBn paid, TDS
received $407.1 million while noncontrolling pubibareholders received $75.2 million. The casH fmhoncontrolling public
shareholders is presented as U.S. Cellular divisipaitl to noncontrolling public shareholders onGloasolidated Statement of
Cash Flows.

NOTE 20 CERTAIN RELATIONSHIPS AND RELATED TRANSACTI ONS

The following persons are partners of Sidley Au&ti®, the principal law firm of TDS and its subsides: Walter C.D.
Carlson, a trustee and beneficiary of a votingttitust controls TDS, the non-executive ChairmathefBoard and member of
the Board of Directors of TDS and a director of IC®8llular, a subsidiary of TDS; William S. DeCartbe General Counsel of
TDS and an Assistant Secretary of TDS and certaisidiaries of TDS; and Stephen P. Fitzell, the&anCounsel of

U.S. Cellular and TDS Telecommunications Corporatind an Assistant Secretary of certain subsidiafi@DS. Walter C.D.
Carlson does not provide legal services to TDSsosubsidiaries. TDS, U.S. Cellular and theirssdilaries incurred legal costs
from Sidley Austin LLP of $17.6 million in 2013, $56 million in 2012 and $13.7 million in 2011.

The Audit Committee of the Board of Directors ispensible for the review and evaluation of all tedaparty transactions as
such term is defined by the rules of the New Yaidc® Exchange.
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REPORTS OF MANAGEMENT
Management’s Responsibility for Financial Statemerg

Management of Telephone and Data Systems, Indhkagsponsibility for preparing the accompanyiogsolidated financial
statements and for their integrity and objectivifjhe statements were prepared in accordance wdtbuating principles
generally accepted in the United States of Ameaitd, in management’s opinion, were fairly presenfEde financial
statements included amounts that were based ongmarent's best estimates and judgments. Manageatsnprepared the
other information in the annual report and is resilgle for its accuracy and consistency with tinaficial statements.

PricewaterhouseCoopers LLP, an independent regisfaiblic accounting firm, has audited these cadatad financial
statements in accordance with the standards d®tic Company Accounting Oversight Board (Unitedt&s) and has
expressed herein its unqualified opinion on th@sntial statements.

/sl LeRoy T. Carlson, Jr. /sl Douglas D. Shuma

LeRoy T. Carlson, Jr. Douglas D. Shuma

President and Senior Vice President and Controller
Chief Executive Officer (principal financial officer and principal
(principal executive officer accounting officer
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Management’s Report on Internal Control Over Finandal Reporting

Management is responsible for establishing and taiaing adequate internal control over financiglo#ing, as such term is
defined in Rules 13a-15(f) and 15d-15(f) underEiehange Act. TDS' internal control over finanaieporting is a process
designed to provide reasonable assurance regatdingliability of financial reporting and the pesption of financial
statements for external purposes in accordanceagitbunting principles generally accepted in théddnStates of America
(“GAAP”). TDS' internal control over financial repting includes those policies and procedures(ihgertain to the
maintenance of records that, in reasonable detiljrately and fairly reflect the transactions disgpositions of the assets of the
issuer; (i) provide reasonable assurance thasaetions are recorded as necessary to permit pit@paof financial statements
in accordance with GAAP, and that receipts and edjberes of the issuer are being made only in atamre with
authorizations of management and, where requiredBbard of Directors of the issuer; and (iii) go®/reasonable assurance
regarding prevention or timely detection of unauittex acquisition, use, or disposition of the is&iassets that could have a
material effect on the interim or annual consokdaftinancial statements.

Because of its inherent limitations, internal cohaver financial reporting may not prevent or @¢taisstatements. Also,
projections of any evaluation of effectivenessutiufe periods are subject to the risk that contmdy become inadequate
because of changes in conditions, or that the degfreompliance with the policies or procedures meteriorate.

Under the supervision and with the participatiomBfS’ management, including its principal executbficer and principal
financial officer, TDS conducted an evaluationttd effectiveness of its internal control over fio@hreporting as of December
31, 2013, based on the criteria established il8®2 version ofnternal Control — Integrated Framewoissued by the
Committee of Sponsoring Organizations of the Tred@ommission (COSO). Management has concluded ha
maintained effective internal control over finaneigporting as of December 31, 2013 based on @itstablished in the 1992
version ofinternal Control — Integrated Framewoiksued by the COSO.

The effectiveness of TDS’ internal control overafirtial reporting as of December 31, 2013 has bediteal by
PricewaterhouseCoopers LLP, an independent regisarblic accounting firm, as stated in the firméport included herein.

/sl LeRoy T. Carlson, Jr. /s/ Douglas D. Shuma

LeRoy T. Carlson, Jr. Douglas D. Shuma

President and Senior Vice President and Controller
Chief Executive Officer (principal financial officer and principal
(principal executive officer accounting officer
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders of Tredee and Data Systems, Inc.:

In our opinion, based on our audits and the reploother auditors, the accompanying consolidatédrioe sheets and the
related consolidated statements of operations, celmepsive income, changes in equity, and cash floesent fairly, in all
material respects, the financial position of Telmphand Data Systems, Inc. and its subsidiariBee¢mber 31, 2013 and 2012,
and the results of their operations and their dlasts for each of the three years in the periodeghBecember 31, 2013 in
conformity with accounting principles generally eapted in the United States of America. Also in opinion, based on our
audit, the Company maintained, in all material e$p, effective internal control over financial ogjing as of December 31,
2013, based on criteria establishedniternal Control — Integrated Framewo(k992) issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO¥ Chmpany’s management is responsible for thesadial statements,
for maintaining effective internal control overdimcial reporting and for its assessment of thecgffeness of internal control
over financial reporting, included in the accompgagyManagement’s Report on Internal Control overaficial Reporting. Our
responsibility is to express opinions on theserfoia statements and on the Company’s internalrobaver financial reporting
based on our integrated audits. We did not audifittancial statements of Los Angeles SMSA LimiRadtnership, a 5.5%
owned entity accounted for by the equity methodamfounting. The consolidated financial statemehi®tephone and Data
Systems, Inc. reflect an investment in this pashigrof $112,200,000 and $105,300,000 as of Decethe2013 and 2012,
respectively, and equity earnings of $78,400,0807,800,000 and $55,300,000 for each of the thraesyia the period ended
December 31, 2013. The financial statements ofArggeles SMSA Limited Partnership were audited theotauditors whose
report thereon has been furnished to us, and dnioopon the financial statements expressed heirgsofar as it relates to the
amounts included for Los Angeles SMSA Limited Parship, is based solely on the report of the atlnelitors. We conducted
our audits in accordance with the standards oPtitdic Company Accounting Oversight Board (Unitedt&s). Those standards
require that we plan and perform the audits toinbtasonable assurance about whether the finastei@ments are free of
material misstatement and whether effective inferaatrol over financial reporting was maintainedail material respects.

Our audits of the financial statements includednexing, on a test basis, evidence supporting th@uats and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, and evaluating
the overall financial statement presentation. Qudliteof internal control over financial reportingciuded obtaining an
understanding of internal control over financiglaging, assessing the risk that a material weakagssts, and testing and
evaluating the design and operating effectivenégst@rnal control based on the assessed risk. addits also included
performing such other procedures as we considezedssary in the circumstances. We believe thaawdits and the report of
other auditors provide a reasonable basis for pimans.

A company'’s internal control over financial repodiis a process designed to provide reasonablesmes

reliability of financial reporting and the prepacet of financial statements for external purpos;eaocordance with generally
accepted accounting principles. A company’s intecoatrol over financial reporting includes thos#igies and procedures that
(i) pertain to the maintenance of records thatgasonable detail, accurately and fairly refleetttansactions and dispositions
of the assets of the company; (ii) provide reastmassurance that transactions are recorded assaggdo permit preparation
of financial statements in accordance with gengrdtepted accounting principles, and that recaiptsexpenditures of the
company are being made only in accordance withasiztitions of management and directors of the cawypand (iii) provide
reasonable assurance regarding prevention or tidetgction of unauthorized acquisition, use, opaksition of the company’s
assets that could have a material effect on ttanéiial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢taisstatements. Also,
projections of any evaluation of effectivenessutiufe periods are subject to the risk that contmdy become inadequate
because of changes in conditions, or that the degfreompliance with the policies or procedures metgriorate.

/sl PricewaterhouseCoopers LLP

Chicago, lllinois
February 28, 2014
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Telephone and Data Systems, Ini

SELECTED CONSOLIDATED FINANCIAL DATA

Year Ended or at December 31 2013 2012 2011 2010 2009
(Dollars and shares in thousands
except

per share amounts)
Statement of Operations date
Operating revenue $ 4,901,23¢ $ 5345277 $ 5,180,471 $ 4,986,82¢ $ 5,019,94:
Loss on impairment of assets - 515 - - 14,000
(Gain) loss on sale of business and
other

exit costs, ne (300,656) 21,061 - - -
(Gain) loss on license sales

and exchange (255,479 - (11,762) - -
Operating incomi 235,35¢ 183,863 362,50z 296,091 407,844
Gain (loss) on investmen 14,547 (3,718) 24,103 - -
Net income 166,821 122,653 250,24z 190,58¢€ 249,948
Net income attributable
noncontrolling

interests, net of ta 24,894 40,792 49,676 45,737 58,602
Net income attributable to TC

shareholder 141,927 81,861 200,56¢€ 144,84¢ 191,347
Net income available to comm $ 141,87¢ $ 81,811 $ 200,51€ $ 144,79¢ $ 191,29¢€
Basic weighted average shares

outstanding 108,49C 108,671 108,562 110,01€ 114,354
Basic earnings per share attributable

TDS shareholdel $ 131 $ 0.75 $ 185 $ 132 $ 1.67
Diluted weighted average shares

outstanding 109,132 108,937 109,09¢ 110,48¢ 114,572
Diluted earnings per share attributab
to

TDS shareholdel $ 129 $ 075 $ 183 $ 131 % 1.67
Dividends per Common, Special
Common

and Series A Common Share $ 051 $ 049 $ 047 $ 045 $ 0.43
Balance Sheet dat:
Cash and cash equivalel $ 830,014 $ 740,481 $ 563,275 $ 341,682 $ 674,468
Property, plant and equipment, | 3,878,14¢ 3,997,26¢ 3,784,53¢ 3,517,78¢ 3,467,367
Total asset 8,904,147 8,623,90( 8,201,00¢ 7,696,117 7,575,312
Long-term debt, excluding current
portion 1,720,07¢ 1,721,571 1,529,857 1,499,86- 1,492,90¢
Total TDS shareholde’ equity 4,117,831 4,011,53¢ 3,962,161 3,817,89¢ 3,767,27¢
Capital expenditure $ 909,66C $ 1,004,621 $ 987,21¢ $ 755,032 $ 671,165

(1) Includes Loss on Impairment of intangible assdtted to Goodwill in 2012 and Licenses in 20

(2) Dividends per share reflects the amount paid paresbutstanding at the date the dividend was degtland has not been
retroactively adjusted to reflect the impact of 8teare Consolidation Amendment approved by TDSe$twdders on

January 13, 2012. See Note— Common Shareholde Equity for additional informatior
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Telephone and Data Systems, Ini
CONSOLIDATED QUARTERLY INFORMATION (UNAUDITED)

Quarter Ended

(Amounts in thousands, except per share amount March 31 June 30 September 3C December 31
2013
Operating revenue $ 1,30857: $ 1,228,166 $ 1,180,98C $ 1,183,51%
(Gain) loss on sale of business and other exis¢cos
net (1) 6,931 (303,034) (1,534) (3,019)
(Gain) loss on license sales and exchange — — — (255,479)
Operating income (loss) (1)( 7,154 282,227 (33,085) (20,937)
Gain (loss) on investments ( — 14,518 — 29
Net income (loss) (1)(z 6,989 178,397 (11,054) (7,511)
Net income (loss) attributable to TDS shareholt  $ 1419 % 156,077 $ (9,512) $ (6,057)
Basic weighted average shares outstan 108,255 108,38E 108,571 108,742
Basic earnings (loss) per share attributable
to TDS shareholde $ 001 % 144 % (0.09) $ (0.06)
Diluted weighted average shares outstan 108,692 108,913 108,571 108,742
Diluted earnings (loss) per share attributable
to TDS shareholde $ 001 $ 142 % (0.09) % (0.06)
Stock price
TDS Common Shares (
High $ 26.17 % 2487 % 2983 % 31.52
Low 20.79 20.57 23.21 24.22
Close 21.07 24.65 29.55 25.78
Dividends paic $ 0.1275 % 0.1275 % 0.1275 % 0.1275
Quarter Ended
(Amounts in thousands, except per share amount March 31 June 30 September 3C December 31
2012
Operating revenue $ 1,305,791 $ 1,323,16¢ $ 1,370,10¢ $ 1,346,20¢
(Gain) loss on sale of business and other exis¢os
net (1) (4,174) — 65 25,170
Loss on impairment of intangible ass — 515 — —
Operating income (loss) (1)( 93,642 91,076 55,506 (56,361)
Gain (loss) on investmen — (3,728) — 10
Net income (loss) (1)(2)(« 67,566 55,939 40,158 (41,010)
Net income (loss) attributable to TDS shareholt  $ 52,254 % 42337 % 29,117 $ (41,847)
Basic weighted average shares outstan 108,653 108,732 108,819 108,481
Basic earnings (loss) per share attributable
to TDS shareholde $ 048 $ 039 $ 027 $ (0.39)
Diluted weighted average shares outstan 109,09€ 109,022 109,24€ 108,481
Diluted earnings (loss) per share attributable
to TDS shareholde $ 048 % 039 % 026 $ (0.39)
Stock price
TDS Common Shares (
High $ 29.14 % 2477 9 26.25 % 26.99
Low 22.79 19.20 21.30 21.67
Close 23.15 21.29 25.61 22.14
Dividends paic $ 0.1225 % 0.1225 % 0.1225 % 0.1225

(1) See Note 5- Acquisitions, Divestitures and Exchanges for addil information related to sales of businesses and
spectrum licenses. See Note-7Investments in Unconsolidated Entities for addiilonformation on Gain (loss) on
investments in 2013.

(2) Management believes there exists a seasonalitgerating expenses, which tend to be higher indhetlh quarter than in
the other quarters due to increased marketing ssrdqtional activities, which may cause operatingpime to vary from
quarter to quarter.
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(3) The high, low and closing sales prices as repdietthe New York Stock Exchange (“NYSE").

(4) During the quarter ended December 31, 2012, TDBeaéd\ts method of amortizing capitalized debt ésme costs and
original issue debt discounts from straight-linghe effective interest method. This change deg@interest expense for
the quarter, and resulted in corresponding increadiet income (loss) attributable to TDS sharebdor the quarter of
$2.6 million.
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Telephone and Data Systems, Inc.

SHAREHOLDER INFORMATION

Stock and dividend information

TDS' Common Shares are listed on the New York SBbathange (“NYSE”) under the symbol “TDS.” As anbiary 31, 2014,
the last trading day of the month, TDS Common Shasere held by approximately 1,520 record ownerd,the Series A
Common Shares were held by approximately 100 recerters.

TDS has paid cash dividends on its common stoaesl®74, and paid dividends of $0.51 per CommonSargs A Common
Share during 2013. During 2012, TDS paid divideoid$0.49 per Common and Series A Common Share.

The Common Shares of United States Cellular Cotjmorgan 84%-owned subsidiary of TDS, are listedtanNY SE under the
symbol “USM.”

See “Consolidated Quarterly Information (Unauditéd) information on the high and low trading pricef the TDS Common
Shares for 2013 and 2012.

Stock performance graph

The following chart provides a comparison of TD8hwlative total return to shareholders (stock pappreciation plus
dividends) during the previous five years to theimes of the Standard & Poor's 500 Composite SRyiate Index and the Dow
Jones U.S. Telecommunications Index. As of Decer@be2013, the Dow Jones U.S. TelecommunicatiodexX was
composed of the following companies: AT&T Inc., @agLink Inc., Crown Castle International Corp.phtier
Communications Corp., Level 3 Communications INtl,Holdings Inc., SBA Communications Corp., Spr®rp., T-Mobile
US Inc., Telephone and Data Systems, Inc. (TDS),TRl¢com, Inc., Verizon Communications Inc., anchéétream Holdings,
Inc.
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* Cumulative total return assumes reinvestmentizifldnds.

2008 2009 2010 2011 2012 2013
Telephone and Data Systems Common Shares (NYSE} $ 100 $ 108.43 $ 118.33 $ 85.32 $ 80.97 $ 96.31
S&P 500 Inde» 100 126.46 14551 14859 172.37 228.19
Dow Jones U.S. Telecommunications Ini 100 109.85 129.35 134.48 159.75 182.32
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Assumes $100.00 invested at the close of tradinipetast trading day preceding the first day dd&@0dn TDS Common
Shares, S&P 500 Index and the Dow Jones U.S. Treleemications Index.

Dividend reinvestment plan

TDS’ dividend reinvestment plans provide its comnami preferred shareholders with a convenient andamical way to
participate in the future growth of TDS. Holdefg@cord of ten (10) or more Common Shares or PredeShares may
purchase Common Shares with their reinvested didgat a five percent discount from market pri€@mmon Shares may
also be purchased, at market price, on a montigisltarough optional cash payments by participantisis plan. The initial

ten (10) shares cannot be purchased directly frex8.TAn authorization card and prospectus will ksled automatically by
the transfer agent to all registered record holdétfs ten (10) or more shares. Once enrolled élan, there are no brokerage
commissions or service charges for purchases nradier the plan.

101




Table of Contents

Investor relations

TDS’ annual report, SEC filings and news releasesgailable to investors, securities analystsahdr members of the
investment community. These reports are providétthout charge, upon request to our Corporate @ffimvestors may also
access these and other reports through the Invi@stations portion of the TDS website ((www.teldtam).

Questions regarding lost, stolen or destroyedfztes, consolidation of accounts, transferringltdres and name or address
changes should be directed to:

Julie Mathews, Manager—Investor Relations
Telephone and Data Systems, Inc.

30 North LaSalle Street, Suite 4000
Chicago, IL 60602

312.592.5341

312.630.9299 (fax)
julie.mathews@teldta.com

General inquiries by investors, securities analgats other members of the investment community Ishioei directed to:

Jane W. McCahon, Vice President—Corporate RelatmasCorporate Secretary
Telephone and Data Systems, Inc.

30 North LaSalle Street, Suite 4000

Chicago, IL 60602

312.592.5379

312.630.9299 (fax)

jane.mccahon@teldta.com

Directors and executive officers
See “Election of Directors” and “Executive Officesections of the Proxy Statement issued in 20t4He 2014 Annual
Meeting.

Principal counsel
Sidley Austin LLP, Chicago, lllinois

Transfer agent

Computershare Trust Company, N.A.
211 Quality Circle, Suite 210

College Station, TX 77845
877.337.1575

Independent registered public accounting firm
PricewaterhouseCoopers LLP

Visit TDS' web site at www.teldta.com
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TELEPHONE AND DATA SYSTEMS, INC.

SUBSIDIARY COMPANIES
December 31, 201.

SUBSIDIARY COMPANIES

Exhibit 21

STATE OF
ORGANIZATION

U.S. CELLULAR

UNITED STATES CELLULAR CORPORATIOM

BANGOR CELLULAR TELEPHONE, L.P

BARAT WIRELESS, INC.

BARAT WIRELESS, L.P.

CALIFORNIA RURAL SERVICE AREA #1, INC

CARROLL PCS, INC

CARROLL WIRELESS, L.P

CEDAR RAPIDS CELLULAR TELEPHONE, L.F

CELLVEST, INC.

CENTRAL CELLULAR TELEPHONES, LTD

CHAMPLAIN CELLULAR, INC.

COMMUNITY CELLULAR TELEPHONE COMPANY

CROWN POINT CELLULAR, INC.

DUBUQUE CELLULAR TELEPHONE, L.P

EASTERN NORTH CAROLINA CELLULAR JOINT VENTURE
HARDY CELLULAR TELEPHONE COMPANY

HUMPHREYS COUNTY CELLULAR, INC.

INDIANA RSA # 5, INC.

INDIANA RSA NO. 4 LIMITED PARTNERSHIF

INDIANA RSA NO. 5 LIMITED PARTNERSHIF

IOWA RSA # 3, INC.

IOWA RSA # 9, INC.

IOWA RSA # 12, INC.

JACKSONVILLE CELLULAR PARTNERSHIF

JACKSONVILLE CELLULAR TELEPHONE COMPANY

KANSAS #15 LIMITED PARTNERSHIF

KENOSHA CELLULAR TELEPHONE, L.P

MADISON CELLULAR TELEPHONE COMPANY

MAINE RSA # 1, INC.

MAINE RSA # 4, INC.

MCDANIEL CELLULAR TELEPHONE COMPANY

MINNESOTA INVCO OF RSA # 7, INC

NEWPORT CELLULAR, INC.

NH #1 RURAL CELLULAR, INC.

NORTH CAROLINA RSA 1 PARTNERSHII

OREGON RSA #2, INC

PCS WISCONSIN, LLC

RACINE CELLULAR TELEPHONE COMPANY

TENNESSEE NO. 3, LIMITED PARTNERSHI

TEXAHOMA CELLULAR LIMITED PARTNERSHIP

TEXAS INVCO OF RSA # 6, INC

TOWNSHIP CELLULAR TELEPHONE, INC

UNITED STATES CELLULAR INVESTMENT CO. OF OKLAHOMA CTY, INC.
UNITED STATES CELLULAR INVESTMENT COMPANY, LLC
UNITED STATES CELLULAR INVESTMENT CORPORATION OF LO ANGELES
UNITED STATES CELLULAR OPERATING COMPANY LLC
UNITED STATES CELLULAR OPERATING COMPANY OF BANGOI
UNITED STATES CELLULAR OPERATING COMPANY OF CEDARAPIDS
UNITED STATES CELLULAR OPERATING COMPANY OF CHICAGQ.LC

DELAWARE
DELAWARE
DELAWARE
DELAWARE
CALIFORNIA
DELAWARE
DELAWARE
DELAWARE
DELAWARE
ILLINOIS
NEW YORK
TEXAS
NEW YORK
DELAWARE
DELAWARE
DELAWARE
DELAWARE
INDIANA
INDIANA
INDIANA
DELAWARE
DELAWARE
DELAWARE

NORTH CAROLINA
NORTH CAROLINA

DELAWARE
DELAWARE
WISCONSIN
MAINE

MAINE

DELAWARE
DELAWARE
NEW YORK

NEW HAMPSHIRE

DELAWARE
OREGON
WISCONSIN
WISCONSIN
TENNESSEE
TEXAS
DELAWARE
DELAWARE
OKLAHOMA
DELAWARE
INDIANA
DELAWARE
MAINE
DELAWARE
DELAWARE



UNITED STATES CELLULAR OPERATING COMPANY OF DUBUQU
UNITED STATES CELLULAR OPERATING COMPANY OF KNOXVILE
UNITED STATES CELLULAR OPERATING COMPANY OF MEDFOR
UNITED STATES CELLULAR OPERATING COMPANY OF YAKIMA

UNITED STATES CELLULAR TELEPHONE COMPANY (GREATERIKOXVILLE), L.P.

USCC DISTRIBUTION CO., LLC

USCC FINANCIAL L.L.C.

USCC PURCHASE, LLC

USCC REAL ESTATE CORPORATIOI

USCC SERVICES, LLC

USCC WIRELESS INVESTMENT, INC

USCCI CORPORATION

USCIC OF FRESNC(

USCIC OF NORTH CAROLINA RSA # 1, INC
USCOC NEBRASKA/KANSAS, INC

USCOC NEBRASKA/KANSAS, LLC

USCOC OF CENTRAL ILLINOIS, LLC

USCOC OF CHICAGO REAL ESTATE HOLDINGS, LL
USCOC OF CUMBERLAND, LLC

USCOC OF GREATER IOWA, LL(

USCOC OF GREATER MISSOURI, LL:

USCOC OF GREATER NORTH CAROLINA, LL¢
USCOC OF GREATER OKLAHOMA, LLC
USCOC OF JACK/WIL, INC

USCOC OF JACKSONVILLE, LLC

USCOC OF LACROSSE, LL¢

USCOC OF OREGON RSA #5, IN!

USCOC OF PENNSYLVANIA RSA NO. 1-B2, INC.
USCOC OF RICHLAND, INC

USCOC OF ROCHESTER, IN(

USCOC OF SOUTH CAROLINA RSA # 4, IN(
USCOC OF TEXAHOMA, INC.

USCOC OF VIRGINIA RSA # 3, INC

USCOC OF WASHINGTOI-4, INC.

USCOC OF WILMINGTON, LLC

VERMONT RSA NO. -B2, INC.

WASHINGTON RSA # 5, INC

WESTELCOM CELLULAR, INC.

WESTERN SUI-RSA LIMITED PARTNERSHIF
WILMINGTON CELLULAR PARTNERSHIP
WILMINGTON CELLULAR TELEPHONE COMPANY
YAKIMA MSA LIMITED PARTNERSHIP

TDS TELECOMMUNICATIONS

TDS TELECOMMUNICATIONS CORPORATION

INCUMBENT LOCAL EXCHANGE COMPANIES
AMELIA TELEPHONE CORPORATION
ARCADIA TELEPHONE COMPANY

ARIZONA TELEPHONE COMPANY

ARVIG TELEPHONE COMPANY

ASOTIN TELEPHONE COMPANY

BADGER TELECOM, LLC

BARNARDSVILLE TELEPHONE COMPANY
BLACK EARTH TELEPHONE COMPANY, LLC
BLUE RIDGE TELEPHONE COMPANY
BONDUEL TELEPHONE COMPANY, LLC
BRIDGE WATER TELEPHONE COMPANY
BURLINGTON, BRIGHTON & WHEATLAND TELEPHONE COMPANYLLC
BUTLER TELEPHONE COMPANY, INC

IOWA
TENNESSEE
OREGON
WASHINGTON

TENNESSEE
DELAWARE
ILLINOIS
DELAWARE

DELAWARE
DELAWARE

DELAWARE
DELAWARE
CALIFORNIA
DELAWARE
DELAWARE
DELAWARE
ILLINOIS
DELAWARE
DELAWARE
DELAWARE
DELAWARE
DELAWARE
OKLAHOMA
DELAWARE
DELAWARE
WISCONSIN
DELAWARE
DELAWARE
WASHINGTON
DELAWARE
SOUTH CAROLINA
TEXAS
VIRGINIA
DELAWARE
DELAWARE
DELAWARE
WASHINGTON
NEW YORK
DELAWARE
NORTH CAROLINA
NORTH CAROLINA
DELAWARE

DELAWARE

VIRGINIA
OHIO
ARIZONA
MINNESOTA
WASHINGTON
DELAWARE
NORTH CAROLINA
DELAWARE
GEORGIA
DELAWARE
MINNESOTA
DELAWARE
ALABAMA



CALHOUN CITY TELEPHONE COMPANY, INC
CAMDEN TELEPHONE AND TELEGRAPH COMPANY, INC
CAMDEN TELEPHONE COMPANY, INC

CENTRAL STATE TELEPHONE COMPANY, LLC
CHATHAM TELEPHONE COMPANY

CLEVELAND COUNTY TELEPHONE COMPANY, INC
COBBOSSEECONTEE TELEPHONE COMPAN
COMMUNICATION CORPORATION OF MICHIGAN
COMMUNICATIONS CORPORATION OF INDIANA
COMMUNICATIONS CORPORATION OF SOUTHERN INDIAN/
CONCORD TELEPHONE EXCHANGE, INC
CONTINENTAL TELEPHONE COMPANY

DECATUR TELEPHONE COMPANY, INC

DELTA COUNTY TELE-COMM, INC.

DEPOSIT TELEPHONE COMPANY, INC
DICKEYVILLE TELEPHONE, LLC

EASTCOAST TELECOM OF WISCONSIN, LLt
EDWARDS TELEPHONE COMPANY, INC
GRANTLAND TELECOM, LLC

HAMPDEN TELEPHONE COMPANY

HAPPY VALLEY TELEPHONE COMPANY
HARTLAND & ST. ALBANS TELEPHONE COMPANY
HOLLIS TELEPHONE COMPANY, INC

HOME TELEPHONE COMPANY

HOME TELEPHONE COMPANY, INC

HORNITOS TELEPHONE CC

HUMPHREYS COUNTY TELEPHONE COMPAN?
ISLAND TELEPHONE COMPANY

KEARSARGE TELEPHONE COMPANY

LESLIE COUNTY TELEPHONE COMPANY

LEWIS RIVER TELEPHONE COMPANY, INC
LEWISPORT TELEPHONE COMPAN®

LITTLE MIAMI COMMUNICATIONS CORPORATION
LUDLOW TELEPHONE COMPANY

MAHANQOY & MAHANTANGO TELEPHONE COMPANY
MCCLELLANVILLE TELEPHONE COMPANY, INC.
MCDANIEL TELEPHONE COMPANY

MERRIMACK COUNTY TELEPHONE COMPANY
MID-AMERICA TELEPHONE, INC.

MID-PLAINS TELEPHONE, LLC

MID-STATE TELEPHONE COMPANY

MIDWAY TELEPHONE COMPANY, LLC

MOSINEE TELEPHONE COMPANY, LLC

MT. VERNON TELEPHONE COMPANY, LLC
MYRTLE TELEPHONE COMPANY, INC
NELSON-BALL GROUND TELEPHONE COMPANY
NEW CASTLE TELEPHONE COMPAN)Y

NEW LONDON TELEPHONE COMPANY
NORTHFIELD TELEPHONE COMPANY

NORWAY TELEPHONE COMPANY, INC

OAKMAN TELEPHONE COMPANY, INC.
OAKWOOD TELEPHONE COMPANY

OKLAHOMA COMMUNICATION SYSTEMS, INC.
ORCHARD FARM TELEPHONE COMPANY
ORISKANY FALLS TELEPHONE CORPORATIO!
PEOPLES TELEPHONE COMPANY, IN(C
PERKINSVILLE TELEPHONE COMPANY, INC
PORT BYRON TELEPHONE COMPAN"

POTLATCH TELEPHONE COMPANY

MISSISSIPPI
GEORGIA
INDIANA
DELAWARE
MICHIGAN
ARKANSAS
MAINE
MICHIGAN
INDIANA
INDIANA
TENNESSEE
OHIO
ARKANSAS
COLORADO
NEW YORK
DELAWARE
DELAWARE
NEW YORK
DELAWARE
MAINE
CALIFORNIA
MAINE

NEW HAMPSHIRE
OREGON
INDIANA
CALIFORNIA
TENNESSEE
MICHIGAN

NEW HAMPSHIRE
KENTUCKY
WASHINGTON
KENTUCKY
OHIO
VERMONT
PENNSYLVANIA
SOUTH CAROLINA
WASHINGTON
NEW HAMPSHIRE
OKLAHOMA
DELAWARE
MINNESOTA
DELAWARE
DELAWARE
DELAWARE
MISSISSIPPI
GEORGIA
VIRGINIA
MISSOURI
VERMONT
SOUTH CAROLINA
ALABAMA

OHIO
OKLAHOMA
MISSOURI

NEW YORK
ALABAMA
VERMONT

NEW YORK
IDAHO



QUINCY TELEPHONE COMPANY

RIVERSIDE TELECOM, LLC

S & W TELEPHONE COMPANY, INC

SALEM TELEPHONE COMPANY

SALUDA MOUNTAIN TELEPHONE COMPANY
SCANDINAVIA TELEPHONE COMPANY, LLC

SERVICE TELEPHONE COMPAN)

SHIAWASSEE TELEPHONE COMPAN?

SOMERSET TELEPHONE COMPAN'

SOUTHEAST MISSISSIPPI TELEPHONE COMPANY, IN!
SOUTHEAST TELEPHONE CO. OF WISCONSIN, LL
SOUTHWESTERN TELEPHONE COMPAN

ST. STEPHEN TELEPHONE COMPAN

STOCKBRIDGE & SHERWOOD TELEPHONE COMPANY, LL(
STRASBURG TELEPHONE COMPAN'

SUGAR VALLEY TELEPHONE COMPANY

TELLICO TELEPHONE COMPANY, INC

TENNESSEE TELEPHONE COMPAN

TENNEY TELEPHONE COMPANY, LLC

THE FARMERS TELEPHONE COMPANY, LL(

THE HOME TELEPHONE COMPANY OF PITTSBORO, IN!
THE ISLAND TELEPHONE COMPANY

THE MERCHANTS AND FARMERS TELEPHONE COMPAN
THE STATE LONG DISTANCE TELEPHONE COMPANY, LLt
THE STOUTLAND TELEPHONE COMPANY

THE VANLUE TELEPHONE COMPANY

THE WEST PENOBSCOT TELEPHONE & TELEGRAPH COMPAM
TIPTON TELEPHONE COMPANY, INC

TOWNSHIP TELEPHONE COMPANY, INC

TRI-COUNTY TELEPHONE COMPANY, INC

UNION TELEPHONE COMPANY

UTELCO, LLC

VERNON TELEPHONE COMPANY, INC

VIRGINIA TELEPHONE COMPANY

WARREN TELEPHONE COMPANY

WAUNAKEE TELEPHONE COMPANY, LLC

WEST POINT TELEPHONE COMPANY, INCORPORATE
WILLISTON TELEPHONE COMPANY

WILTON TELEPHONE COMPANY, INC

WINSTED TELEPHONE COMPANY

WINTERHAVEN TELEPHONE COMPANY

WOLVERINE TELEPHONE COMPANY

WYANDOTTE TELEPHONE COMPANY

OTHER COMPANIES

TDS COMMUNICATION SOLUTIONS, INC.

TDS LONG DISTANCE CORPORATIO!

TDS METROCOM, LLC

TDS TELECOM SERVICE CORPORATIO|
TRI-COUNTY COMMUNICATIONS CORPORATION
U.S. LINK, INC.

TDS GROUP

AFFILIATE FUND

AIRADIGM COMMUNICATIONS, INC.

COMMVEST, INC.

M.C.T. COMMUNICATIONS, INC.

MSN COMMUNICATIONS, INC.

NATIONAL TELEPHONE & TELEGRAPH COMPANY

FLORIDA
DELAWARE
INDIANA
KENTUCKY
NORTH CAROLINA
DELAWARE
NORTH CAROLINA
MICHIGAN

MAINE
MISSISSIPPI
DELAWARE
ARIZONA

SOUTH CAROLINA
DELAWARE
COLORADO
PENNSYLVANIA
TENNESSEE
TENNESSEE
DELAWARE
DELAWARE
INDIANA

MAINE

INDIANA
DELAWARE
MISSOURI

OHIO

MAINE

INDIANA

NEW YORK
INDIANA

NEW HAMPSHIRE
DELAWARE

NEW YORK
VIRGINIA

MAINE
DELAWARE
INDIANA

SOUTH CAROLINA
NEW HAMPSHIRE
MINNESOTA
CALIFORNIA
MICHIGAN
OKLAHOMA

DELAWARE
DELAWARE
DELAWARE
IOWA
INDIANA
MINNESOTA

DELAWARE
WISCONSIN
DELAWARE
NEW HAMPSHIRE
COLORADO
DELAWARE



ONENECK IT SERVICES CORPORATIOI
ONENECK IT SOLUTIONS LLC
ONENECK UK LIMITED
SUTTLE-STRAUS, INC.

TDS BAJA BROADBAND, LLC

TDS BROADBAND, LLC

TEAM DES MOINES PARTNERS, LL(
TEAM MADISON PARTNERS, LLC
TEAM TECHNOLOGIES, LLC

TDSI CORPORATION

VISI INCORPORATED

VITAL SUPPORT SYSTEMS, LLC

OTHER ENTITIES CONSOLIDATED IN ACCORDANCE WITH GAAP

AQUINAS WIRELESS, L.P
KING STREET WIRELESS, L.F
KING STREET WIRELESS, INC

DELAWARE
DELAWARE

UNITED KINGDOM

WISCONSIN
DELAWARE
DELAWARE
DELAWARE
IOWA

DELAWARE
DELAWARE
DELAWARE
IOWA

DELAWARE
DELAWARE
DELAWARE







Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtiee Registration Statements on ForaB$Nos. 333-188965, 333-188969
and 333-190907), Form S-4 (No. 33-64293) and Foi#n(Sos. 333-58127, 333-105676, 333-179702, 3337039333-185143
and 333-190330) of Telephone and Data Systemsofraur report dated February 28, 2014, relatinthfinancial statements
and the effectiveness of internal control overtiicial reporting, which appears in the Annual Repmi$hareholders, which is
incorporated in this Annual Report on Form-kKO

/sl PricewaterhouseCoopers LLP
Chicago, lllinois
February 28, 2014







Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statements on Form S-3 (Nos. 333-1889885;188969 and 333-
190907), in the Registration Statement on Form(Ret 33-64293), and in the Registration Statementsorm S-8 (Nos. 333-
58127, 333-105676, 333-179702, 333-179703, 3334854nd 333-190330) of Telephone and Data Systemsof our report
dated February 28, 2014, relating to the finarstialements of Los Angeles SMSA Limited Partnersisipf December 31,
2013 and 2012 and for each of the three yearsipd¢hiod ended December 31, 2013, appearing iArtheal Report on Form
10-K of Telephone and Data Systems, Inc. for trer yaded December 31, 2013.

/sl Deloitte & Touche LLP
Atlanta, Georgia
February 28, 2014







Exhibit 31.1

Certification of Principal Executive Officer

I, LeRoy T. Carlson, Jr., certify that:

1.

2.

I have reviewed this annual report on Form 10-Kelfephone and Data Systems, Inc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtéte a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered ligy tbport;

Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in
all material respects the financial condition, issaf operations and cash flows of the registeemof, and for, the periods
presented in this report;

The registrant’s other certifying officer(s) andrk responsible for establishing and maintainiisgldsure controls and
procedures (as defined in Exchange Act Rules 18ayHhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)15¢r the registrant and have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedures tkesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being prepared,;

b) designed such internal control over financial réipgy or caused such internal control over finahgorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappges in accordance with generally accepted atioguprinciples;

c) evaluated the effectiveness of the registrant’slossire controls and procedures and presentedsimeport our
conclusions about the effectiveness of the disctsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) disclosed in this report any change in the regisisanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrafes financial reporting;
and

The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimternal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent functions):

a) all significant deficiencies and material weaknessehe design or operation of internal contradiofinancial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and report
financial information; and

b) any fraud, whether or not material, that involvemniaggement or other employees who have a significémin the
registrant’s internal control over financial repogt

Date: February 28, 2014

/s/ LeRoy T. Carlson, Jr.

LeRoy T. Carlson, Jr.

President and Chief Executive Officer
(principal executive officer)







Exhibit 31.2

Certification of Principal Financial Officer

I, Douglas D. Shuma, certify that:

1.

2.

I have reviewed this annual report on Form 10-Kelfephone and Data Systems, Inc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtéte a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered ligy tbport;

Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in
all material respects the financial condition, issaf operations and cash flows of the registeemof, and for, the periods
presented in this report;

The registrant’s other certifying officer(s) andrk responsible for establishing and maintainiisgldsure controls and
procedures (as defined in Exchange Act Rules 18ayHhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)15¢r the registrant and have:

a) designed such disclosure controls and proceduresused such disclosure controls and procedures tkesigned
under our supervision, to ensure that materialrinégion relating to the registrant, including ithsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report is
being prepared,;

b) designed such internal control over financial réipgy or caused such internal control over finahgorting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappges in accordance with generally accepted atioguprinciples;

c) evaluated the effectiveness of the registrant’slossire controls and procedures and presentedsimeport our
conclusions about the effectiveness of the disctsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) disclosed in this report any change in the regisisanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrafes financial reporting;
and

The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimternal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent functions):

a) all significant deficiencies and material weaknessehe design or operation of internal contradiofinancial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and report
financial information; and

b) any fraud, whether or not material, that involvemniaggement or other employees who have a significémin the
registrant’s internal control over financial repogt

Date: February 28, 2014

/s/ Douglas D. Shuma
Douglas D. Shuma
Senior Vice President and Controller
(principal financial officer and principal accoumgji officer)







Exhibit 32.1

Certification Pursuant to Section 1350 of Chapter 8
of Title 18 of the United States Code

I, LeRoy T. Carlson, Jr., the principal executifBoer of Telephone and Data Systems, Inc., cettit (i) the annual report on
Form 10-K for the year ended December 31, 201y fidimplies with the requirements of Section 13¢a)%(d) of the
Securities Exchange Act of 1934 and (ii) the infation contained in the Form 10-K fairly presentsall material respects, the
financial condition and results of operations ofephione and Data Systems, Inc.

/sl LeRoy T. Carlson, Jr.
LeRoy T. Carlson, Jr.
February 28, 2014

A signed original of this written statement reqdit®y Section 906 of the Sarbanes-Oxley Act of 2882 been provided to
Telephone and Data Systems, Inc. and will be rethby Telephone and Data Systems, Inc. and furdighthe Securities and
Exchange Commission or its staff upon request.







Exhibit 32.2

Certification Pursuant to Section 1350 of Chapter 8
of Title 18 of the United States Code

I, Douglas D. Shuma, the principal financial officd Telephone and Data Systems, Inc., certify (hahe annual report on
Form 10-K for the year ended December 31, 201y fidimplies with the requirements of Section 13¢a)%(d) of the
Securities Exchange Act of 1934 and (ii) the infation contained in the Form 10-K fairly presentsall material respects, the
financial condition and results of operations ofephone and Data Systems, Inc.

/sl Douglas D. Shuma
Douglas D. Shuma
February 28, 2014

A signed original of this written statement reqdit®y Section 906 of the Sarbanes-Oxley Act of 2882 been provided to
Telephone and Data Systems, Inc. and will be rethby Telephone and Data Systems, Inc. and furdighthe Securities and
Exchange Commission or its staff upon request.







