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<010> Study Area Code 592278 SERVICE COdl
<015> Study Area Name CARBON/BHERT TELCOM R .y e e e e
H v
<020> Program Year 2024 b AR I3 SR Z J J #
O T uestions about this data B bRl s A TN
<035> Contact Telephone Number: 435-636-0090
Number of the person identified in data line <030>
<039> Contact Email Address: dvcolseydererytelcom. con

Email of the person identitied in data line <030>

Service Quality Improvement Reperiing {complete attachied worksheet}
<200> Outage Reporting {vaice} {complete uttached worksheet) | v H v |
<210> _ Ji<-- check box if no outages to report
<300> Unfulfilled Service Requests (volce) { 9 I
<310> Detail on Attempts {voice) j {attach deseriptive document)
<320> Unfulfilled Service Requests (broadband) [
<330> Detail on Attempts {broadband) fattach descrptive document)
<400> Number of Complaints per 1,000 customers {voice) t + W v« |0
<410> Fixed 0.0
<420> Mobite 0.0
<430> Number of Complaints per 1,000 customers {broadband)
<440> Fixed 0.26
<450> Meobile 0.0
<500> Service Quality Standards & Consumer Protection Rules Compliance {eheck to kidicate certification)
<510>  gp2278UTs10 {ottached descriptive dozument)
<600> Functionality in Emergency Sttuations {check to indicate certification)
<bll>  Se227T8UTELO0 {atlached descriptive doturent)
<700> Company Price Offerings {voice) feomplete attached worksheet)
<710> Company Price Offerings {broadband) fcomplete attached worksheet)
<B00> Gperating Companies and Affiltates feomplete attoched worksheet)
<900> Tribal Land Offerings {Y/N)? O {if yes, complete ottocked worksheel)

<1000> Voice Services Rate Comparability {cheek to indicate certification)
<1010 fattach desceiptive document)
<1100> Terrestrial Backhaul {¥/N)? @ O {if rot, check to indicate certification)
<ili0> {complete attached workskeet)
<1200> Terms and Condition for Lifeline Customers {complete attached worksheet)
Price Cap Carriers, Proceed to Price Cap Additional Documentation Worksheet
Including Rate-of-Return Carriers affiliated with Price Cop Local Exchonge Corrlers
<2000> {check to indicote cerlification)
<2005> {complete altoched worksheel)

Rate of Return Carriers, Praceed to ROR Additional Documentation Worksheet

<3000 (check to indicate certifcation)
<3005> {eomplete attached vorksheet)
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Page 12

502278
<010>  Study Area Cade
<015>  Study Area Name CARBON/EMERY THLCOM
<020> Program Year 2014

<030> Contact Name - Person USAC should contact regarding this datg  Darren L Woolsey

<035>  Contact Telephone Number - Number of person ldentified In data tine <030> 435-636-0090

<039> Contact Email Address - Emsail Address of person identified in data line <030> dwoolseyiereryteicon.coa

TO 8E COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER IS FILENG ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reporied for the Annual Reporting for CAF or LI Reciplents

|1 cartify that 1 any an officer of the reporting carvier; my responsibilities Include ensurlng the accuracy of the annual reporting requirements for universal service support
reciplents; and, to the best of my knowledge, the information reported on this form and in any attachments Is accurate.

Name of Reporting Carrley;  CPRBON/EMERY TELCOM

Signature of Authorized Officer: CERTIFIED ONLINE Date

Printed name of Authorized Officer; D2TTen Woolsay

Title or position of Authorized Officer: Chief Financial Officer

ITelephone number of Authorized Officer;  435-636-0090

502278

Study Area Code of Reporting Carrler; $illng Due Date for this form;  10/15/2013

Persons willfully making false statements on this farm can be punished by fine or forfeiture under the Communleations Act of 1534, 47 U.5.C. §% 502, 503(h], or fine or Imprisonment
under Tife 18 of the United States Code, 18 1).5.C § 1001,

10/114/2013

Page 12




Page £3

«030> _ Study Area Code 502248

<05>  Study Area Name CARBON/EMERY TELCOM

<020> Program Year 2014

<030>  Contact Hame - Person USAC shoutd contact regarding this data Darren L Woolsey

<(35>  Contact Telephone Number - Number of person identified in data line <030> 435-636-0030
<039>  Contact Email Address - Em3li Address of person Identified in data ine <030>  dwoclaeygererytelacu. con

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

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

| centify that {Name of Agant} 1s authosized to submit the Information reported on behalf of the reporting carrler. 1
also cortlfy that | am an officer of the reporting carder; my responsibliittes include ensuring the accuracy of the annual data reporting requirements provided fo the authorlzed
agent; and, to the bast of my knowdedye, the reperts and data provided to the aithorlzed agent is accurate,

Name of Authorized Agent:

Name of Reporting Carrier:

Stenature of Authorized Officer: Date:
Printed name of Authorized Officer:

Title or pasition of Authorizad Officer:

Telephone number of Authorized Officer:

Study Area Code of Reporting Carrier: Filing Dua Date for this form:

Persons willfully maldng false statements on this form can be punished by fine or forfelture under the Communications Act of 1934, 47 U.5.C. §§ 502, 503{b), or fine orimprisonment
under Title 18 of the United States Code, $8 U.S.C. § 1001,

70 BE COMIPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Autharized to File Annual Reports for CAF or LI Reciplents on Behalf of Reporting Carrler

I, as agent for the reporting carrier, ceitlfy that 1 am avthorized to submit the annual reports for universal service support reciplents on behalf of the reporting carrler; L have provided
Jthe data reported herein based on data provided by the reporting cander; and, to the best of my knowledge, the infermation reported herein is accurate,

Name of Reporting Carriar:

Name of Authorized Agent or Employee of Agent:

Signature of Authorized Agent or Employee of Agent: Date:

Printed name of Authorized Agent or Employee of Agent:

Tithe or position of Authorized Ageat or Employes of Agent
Telephane number of Authorized Agent or Employee of Agent:
Study Area Code of Reporting Carder:

Filing Due Date for this form:

Persons willfully making fa'se statements on this form can ba punished by fine or forfeiture under the Communications Act of 1934, 47 1.5.C. §5 502, 503{b), or fine or imprisonment under Titie
18 of the United States Code, 18 US.C. § 1001,

Page 13
10/14/2013
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Response Line 510
Carbon/Emery Telcom
SAC 502278

Pursuant to 47 C.F.R. § 54.313(a)(5) and or 47 C.F.R. § 54.422(b){3) Carbon/Emery Telcom is in
compliance with appropriate FCC Service Quality Standards and Consumer Protection Rules.
Carbon/Emery Telcomn has designated a CPNI Compliance Officer responsible for training and ensuring
compliance with CPNI. Carbon/Emery Telcom provides CPNI training to all new employees and annual
training to all existing employees. Carbon/Emery Telcom also provides CPNI information to customers
through an annual bill insert notification which contains CPN! information, rules and regulations, and the
opportunity to “opt out”. Carbon/Emery Telcom also provides similar information on its website and
updates the information as necessary., Carbon/Emery Telcom also trains staff on Red Flag issues on an
annual basls. All company employees are required to sign and acknowledge that they have completed
CPN1 and Red Flag training and understand obligations to the adherence of applicable rules.

Carbon/Emery Telcom also outlines its rates, terms, and conditions under which Carbon/Emery Telcom
offers service in its Local Exchange Tariff. The tariff explains customer rights and obligations, customer
service, dispute resolution, deposits, billing and payment options, disconnection of service as well as
cancelilation of service options. Carbon/Emery Telcom keeps its tariffs available for public inspection at
its business offices. Select portions of the tariffs including privacy, directory listings, and terms &
conditions of use are also avallahle on the Carbon/Emery Telcom web site.




Response Line 610
Carbon/Emery Telcom
SAC 502278

Functionality in Emergency Situations:

Pursuant to 47 C.E.R. § 54.313(a)(6) and 47 C.F.R § 54.22(b){4) as set forth in 47 C.F.R. § 54.202(a){2)
Carbon/Emery Telcom (“Carbon”) meets the requirements to remain functional in emergency situations
and has the following capabilities:

Back-up power is provided to Carbon’s central offices by use of fixed generators in most locations and
batteries that provide back-up power. Each location has been designed to also accept the connection of
a mobile generator which can be moved as a redundant power source or hack-up generator for
extended or multiple outages.

Carbon remotes, nodes, and field electronics have 2 to 8 hours of back-up power by use of batteries
with additional support provided by mobile generators which can be deployed as needed.

Carbon is operating on a 10GB IP Core. The technology deployed in its core fiber optic network is self-
healing and will automatically reroute traffic should a fiber cut occur. Carbon has physical redundancy
through leased and owned fiber paths to its LATA Tandem {UFN tandem in Salt Lake City, UT} as well as
secondary connectivity at the Century Link Tandem in Prova, UT. In addition to physical redundancy,
core redundancy, and multiple tandems, Carbon uses carrier grade equipment for important network
elements such as switching and access gear with built in redundancy. Carbon also has spare equipment
for network elements that might affect reliability.

Lastly, Carbon is prepared and capable of managing traffic spikes resulting from emergency situations
and has developed procedures for employees to follow during emergency situations.
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WWW. HOSSABANS .COH

(‘S\C/@ REPORT OF INDEPENDENT AUDITORS
"6\
'("\the ard of Directors
Ei e éﬁ

%0 %
Repo@&{l fRe FzQ}\E{\] S\t?tements

We have %e%\he g consolidated financial statements of Emery Telcom and its
subsidiaries, whith co’ﬁ? s %&c ated balance sheets as of December 31, 2012 and 2011, and the
related consolidatea" taté@ :ﬁ?membels equity, and cash flows for the years then ended, and
the related notes ro taE st

Management's Responsrtﬁ&\gf oihdre §r@wg1§&t}tements
o) Y

Management is responsible fm@ rg} ati n’yf?) presentation of these consolidated financial
statements in accordance with dccotgJ g( i ip@ Q /lly accepted in the United States of America;
this includes the design, implementati n@d 1@ ite ternal control relevant to the preparation
and fair presentation of consolidated ﬁnaﬁ en a@% { e free from material misstatement,
whether due to fraud or error. é:/’

’Z;z

e ’?’
Qur responsibility is to cxpress an opinion on these co m Q&y ements based on our
audits. We conducted our audits in accordance with audltmg Hetall ﬁpeptcd in the United
States of America. Those standards require that we plan and'pe optor n@\e a0dit to obtain reasonable
assurance about whether the consolidated financial statements are @)} gteblﬁi misstatement,

Auditar’s Responsibility

An audit involves performing procedures to obtain audit evidence about{@v b1 y ts angdisclosures in
the consolidated financial statements. The procedures selected depend “%f'ﬁ‘ @uch fo\s udgment,
including the assessment of the risks of material misstatement of the consoli g !‘s%n ments,
whether due to fraud or error. In making those risk assessments, the auditor con i 613 naT “control
relevant to the entity’s preparation and fair presentation of the consolidated financial statem o (5}*.-1

to design audit procedures that are appropriate for the circumstances, but not for the purpose o7,
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 9
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

1
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REPORT OF INDEPENDENT AUDITORS (continued)

@ Auditor's Responsibility (continued)

glieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
Our l{fﬁt opinion.

Opniaz) ¢ Q
A

In our og)i}on, t(é ﬁonsohdated financial statements referred to above present fairly, in all material

respecb)tl{e( fﬂ‘)ang 3305“*{3"; of Emery Telcon and its subsidiaries as of December 31, 2012 and 2011,

and the B,sglts heh, p'erd; s and their cash flows for the years then ended in accordance with

accounting pi,);y)‘l genél,aklly ac (,{epted in the United States of America.

Oy O
Moss flams ’)I%Q,PLQ N /‘P&/Z’}

Overland Park, Kmsas <(\ Q.
April 12, 2013

@O » o’ 0
O, %
T, Yoy
g Sy 8
G50 %
/Q/z’, ’7(2‘ ijza\
% R,
%o




EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS
December 31,
2012 2011
CURREN T ASSETS
% Cash and cash equivalents $ 2,399,990 $ 9,901
Q:ounts receivable 904,306 805,649
iteuals and supplies 918,154 859,819
(5 pﬁ:d g;:ome taxes 517,054 600,184
ther prépaids 479,148 415,424
~ <’> (D
Q’[‘etal t rent assets 5,218,652 2,690,977
NONcué?{ENﬂs Q 0N O
hwes{n;éﬁts é v/ 1,325,820 1,400,937
Goodwill ) O Zf{\ 2,377,759 2,377,759
Intangible as l;g 0 [/ {Q‘ 483,659 483,659
Deferred charges ’}6/ Q % 448,009 527,498
Total noncuneﬁtxgisets lg) /%('(\ ,37( 4,635,247 4,789,853
PROPERTY, PLANT, AND EQU%
Regulated property, plant, and’e en& rce /&’ 72,522,221 72,066,161
Regulated plant under constr uctt /7 Z" 1,016,144 639,748
Nouregulated property, plant, and ez pm ( @91‘453 15,584,668 15,020,481
Nonregulated plant under constr uctlon O (‘ '<‘i? <, 509,433 1,068,653
Total property, plant, and equipment /%? !@)‘;e/z?{ %{\89 632,466 88,795,043
7 A 95%; 1
Less accumulated depreciation /Z{/ Cf /L' 0,422 (52,379,776)
Q @c) ¢ e
Net property, plant, and equipment c?)\ ! 4(\ B,&}?B"Z [{@i 36,415,267
i$ (4255“%?2143 43,896,097
C)
O 0 5
’Z%ff@f‘
Ed
3 C)f\
o %,
) LY
Q. 70 s
VT,
@ 4,
4 /




EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES
C@ Current maturities, notes payable

u%ﬂ{:cunts payable
A

viice billings and customer deposits
({\ t y%d income tax

E)tl,aet cp?(risntliablhtles

QTotal{)%sent liabitities

LONG- T‘fﬁu@ PEBT

Notesp,a?able/l/ 6\ C

Less cur ré}i /‘%ga itles /Z/ S

/
O@/Zf
0%
"P
o

Total lo g/f%lll ({(lis 4‘\
6\

OTHER LIABILITIES
Deferred credits
Deferred income tax

Postretirement benefit obhgatl’%)

Total other liabilities and deZ{t ed cr d{tj C\

MEMBERS' EQUITY
Membership certificates
Patronage capital
Accumulated other comprehensive income (loss)
Retained earnings

Total members’ equity

See accompanying notes,

December 31,

2012 2011
$ - $ 560,000
1,375,287 1,666,346
57,199 52,050
2,892 2,892
369,766 314,756
1,805,144 2,596,544
2,000,000 5,776,732
- (560,000}
2,000,000 5,216,732
581,188 670,013
3,981,379 3,598,386
’Z/ 1,470,997 1,674,249
4.,
(‘j/ 6,033,564 5,942,648
{ O’f‘ % 126,256 126,256
/]/ ’% (15,695,173 17,050,587
/Z{/ O #352,152 (73,767)
? OQ 15 {:"(;54 13,037,097
‘)«» L
/ v 3@: ) 30,140,173
I
%&’___{% $ 43,896,097
Q) %
(AT
/Z;g, P
E4Y
S & 'Q\tj)
Q70 "9
’7/ a7,
Ny Gy
O VY
) ,7@
0
Fd
4




EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

AND COMPREHENSIVE INCOME

OPERATING REVENUE
‘SE” Wireline
~(_#a, Television
‘6) nternet
Qii anllaneousxevenue

C (,,\ ¢ NR}' aperating revenue
OPERAYING ]:(;zﬁ\{}bs[':
Plant ec ific op"}'ations expense

Pla gﬂf cm; tions G@){pense
Bep %
Custon

tjo a) ar tjvatl ense

per
Corporate 01 %}tgg‘%?:} 4;2\{)
Other operati ‘taxes ‘f{{\ 6\

Nonr egulated /\ \
X 9 O
Total operatinfi )( nse
hY
OPERATING MARGIN C)

Sy @
OTHER INCOME (EXPENSE) "?b
Interest and dividend income /Z
Interest expense

Allowance for funds used during constr uctlo%

Loss on investments
Cther income

Total other expense
NET MARGIN BEFORE INCOME TAXES
Income Taxes
NET MARGIN

OTHER COMPREHENSIVE INCOME
Change [n postretirement benefit obligation

TOTAL COMPREHENSIVE INCOME

’?{) N '(S?(
"3“8* 4, a,ﬁz %]
«7/0

Oo

O,{_@

,4,«
1,0
C’v

Years Ended December 31,

2012 2011
$ 16,481,323 $ 15,696,468
2,989,581 3,195,471
4,079,389 3,845,900
1,563,777 1,580,196
25,114,070 24,318,035
3,262,382 3,538,879
1,077,379 1,053,446
5,612,218 4,993,171
1,345,264 1,269,650
1,864,036 1,824,518
186,425 195,127
6,345,801 6,897,528
19,693,505 19,772,319
5,420,565 4,545,716
229 2,302
/ (49,902) (323,969)
10,866 -
/4/ (768,695) (52,517)
(x 18,139 7,623

T, 5°
(? ’%{789 363) (366,561)
‘Lj‘" 704 g;%gz 4,179,155
ZZ*}\ 1635 003’7/ 1,471,123
O Qg% 199, 2,708,032
5

%7 é@ )

«1."'25,919'7;* 2 £ 172481

~ O
$ 3023@2{,&%@&
<0

c?

Ed

R,
Qo

See accompanying notes.
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EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OQPERATING ACTIVITIES
Net margin
5\3\ Adjustment to reconcile net incone to net cash
(:: ({Q provided by operating activities
VDQ;I eciation and amortization
e ed tax
oss fo\\ investments
goncas}l})atronage
Nowande ;?): funds used during constiuction
Chang?m opé 1 tjng assets and liabilities
c o.qﬁt_s re 9i~t:,able
tQr fgl:s d gy kes @
Pl epdym y
Deferﬁga chargps ™ /Z/Q\
Income Q{g@anc@ @1
Accounts payaple

Advance hillin c‘t&;@meﬂl s‘?;’
Postretir emen%i%u‘gfkt\\hh& }loﬁ%& 2.;;]

Deferred credits (/

Other current liabilities @ ‘)6\ ‘{7 /
Net cash from operating ;jf) 9t;es£§ 4/ KZ“ 37/[ [
CASH FLOWS FROM INVESTING ACTEVITIE{ ) o O
Additions to plant and equipment 4/ in
Proceeds from asset retirement (“

Distributions received from investments %C//z/ 4/

’P
Net cash from investing activities \’

‘?;

CASH FLOWS FROM FINANCING ACTIVITIES
Patronage distributions
Proceeds from long-term debt
Payments of long-term debt
Net cash from financing activities
NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

Years Ended December 31,

2012 2011
$ 2896199  § 2,708,032
5,612,218 4,993,171
382,993 1,151,846
768,695 (3,893)
(34,114) (48,624)
(10,866) -
(98,657) 536,865
(58,335) (498,702)
(63,724) (8,563)
79,489 (62,423)
83,130 555,842
(291,559) 1,015,517
5,149 4,787
(77,333) 128,616
(88,825) 670,013
55,010 (38,416)
9,159,470 11,104,068
?( (3,178,325) (5,944,000)
@A\ 533,817 49,287
16,915 20,894
(.? «3‘ ?;(g .627,593) (5,873,819}
%2 14 V’Ao
/[,» L )\,“e@s 56], (363,768)
A} 5 LY 8'4?:256 910,855
C 25 958).. (8,054,123)
/(11,14ﬁ88) k) (7,507,036)

"/’ ] ')\
9, 901’ Z/ 2,586,608
Q,/ [
%
$ 2,399,990 $ 6) 9,907 7

See accompanying notes.




EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

2012 2011
SUPPLEMENTAL DISCLOSURE OF CASH PAID DURING
THE YEARFOR
QS\CIllterest, net of amounts capitalized 3 85,167 $ 415,893
htﬁptl&s tax $ 1,269,000 $ 950,906

O
A
SEHEQULE‘QE NONCASH INVESTING AND FINANCING ACTIVITIES

lFor the Vears cirde ~Pecember 31,2012 and 2011, patronage allocations totaling $21,119 and $315,749,
respectively;fvere ‘Et:ffex*l'ed from retained earnings.

Yy S :
SN
Ox?) § /i\?‘ <
0, s ”&%\
LICNEONDN
@A\’Q? <
- (5\ AN {

See accompanying notes. 8




EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

&S}‘grganization - Emery Telcom (the Cooperative), a cooperative organized in the state of Utah, is a

ré" ulated local exchange telephone company providing telephone service to approximately 3,900 access
Iine{‘{i}égmery County, Utah.

PN

i
El‘nqz‘y. Telpff 1 HC, Inc. {the Holding Company), a corporation organized in the state of Utah, is the holding
comp’ag@fm £ ﬁ‘.-t)axable operating companies within the consolidated group.
O, TS

Oy
Carbon/*E,‘nfé%;g ‘ei‘é&n\lnc. v({arbon), a corporation organized in the state of Utah, is a regulated local
exchange‘:{?{gp 'Oifl"e CO@ban 1?’3‘))viding telephone service to approximately 8,100 access lines in Carbon

County, Utaly") O\S‘ 78

R 0. L 2y
Hanksville Telcom, ';m:. Eﬁ@kfﬁla}\,"{‘é}zporation organized in the state of Utah, is a regulated local
exchange telephone c’ég\p\ahi(:f)m\‘;@flg r g:ftlated telephone service to approximately 100 access lines in
Wayne County, Utah. POy (:) {%7
(‘Q‘ 6: ‘5?' é} <‘ /{\
Emery Telecommunications Q{ﬂ 0,{1;1}& él?,’];j')} arf rporation organized in the state of Utah, provides

» 2

Internet and custoemer premise sg *vice{% i Zz‘hﬁ:%tﬁly 8,600 subscribers in Emery, Carbon, and
Wayne Counties. V{ < (”\ (“\
A O~ A -

mery Telcom Long Distance, Inc. (ETLD)/ 3 ¥ mzﬁ:'{gl org3 jzed in the state of Utah, provides

long-distance service to approximately 8,400 {ﬁﬁ@1 gi“/s 0 figg regi j,’z(ced local exchange compantes.

7 A, C
Emery Telcom Video, LLC (ETV-LLC), a limited-liabi f%rt;om}?gpﬁx S;iganig%ig the state of Utah, provides
traditional cable television services to approximatefjffj{.][} (squcgjbet’sﬁénd 2,300 cable Internet
subscribers. e O Qe

e “ /

U 5% ",
Emery Telcom Wireless, Inc. {(Wireless), a corporation organize&gi ft‘he te of Utah, provides wireless
telecommunications service. Operations for Wireless were digcwilll{é%\ dﬁ?‘il/lgﬂ the year ended
December 31, 2012, "ff ’%‘@ i.)fj\

@:"x Ca O
Principles of consolidation - The consolidated financial statements inclﬁ&%’*tlg/@ccou!ﬁ\s Sf Emery
Telcom, its wholly-owned subsidiary, Emery Telcom HC, Inc, and its whol ,;,ovim,e ?sﬁb\gjt}j‘\aries,
Carbon/Emery Telcom, Inc.; Hanksville Telcom, Inc; Emery Telecommunications §/Vided; Inc. Fmery
Telcom Long Distance, Inc.; Emery Telcom Video, LLC; and Emery Telcom Wireless, Inc.t 1,ich(:§ge
collectively referred to as the Company. Significant intercompany accounts and transactions have beéﬁkb

eliminated. &
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 -~ Summary of Significant Accounting Policies (continued}

KSE' ccounting policies - The financial statements of the Company have been prepared in conformity with
tlj,é ;ccounting principles generally accepted in the United States of America applicable to regulated
ptib(i?:\ tilities. Such accounting principles are consistent, in all material respects, with accounting
principlgsxp\rescribed by the Federal Communications Commission (FCC) under Part 32, Uniform System
) AggquntgrjzsTeleconmmnications Companies.
Accoun?ﬁig e'g(t?l?,ates - The preparation of financial statements in conformity with accounting
principles gfé{@gral @Gerte(cL‘in the United States of America requires management to make estimates
and assmj\. t\ioffs"t 1af/ {ffect tl@}reported amounts of assets and liabilities and disclosure of contingent
assets and h@jli Fé%,at e/'clate’}) «the financial statements and the reported amounts of revenue and
expenses durin fbe‘ feport [_(g. gep{?ﬂ.* Actual results could differ from those estimates. Significant
estimates includ ~d}g‘p‘{eefagnéxggnsgngterstate access revenue settlements, and valuations of long-
lived assets and goodWilh, <2 agp Py
s e
PN
Cash and cash equivalentQQ‘ ‘or’'the putifoses c}t'((he statements of cash flows, the Company considers
all highly liquid investments 51 :QE;)??@\WH} a atm;f%of three months or less to be cash equivalents.
Concentration of credit risk - Tﬁ&ﬁogl%éﬁ ?@;74@55 cash in bank deposit accounts, which, at
times, may exceed federally-insured linﬁ% T %}eder@y iifé/; d limit is $250,000 per institution. The
Company has not experienced any losses i .:?sbﬁlch @!éoun{t% aﬁﬁgm ent believes it is not exposed to any
significant credit risk on cash and cash equivaléﬁ}é:/@f F@ e q N
, | 7 Y 1, O
Accounts receivable - Accounts receivable are statefi-at thvmd‘%g maﬁ)gg,ement expects to collect on
outstanding balances, Creditis extended on a short-term‘}?a ‘isﬁgﬁg\efm';; acéoﬁnts receivable do not bear
interest, The Company reviews the collectability of accouﬂé’&‘ céi}a?le QR 1 a![i;/\é sed upon an analysis
of outstanding receivables, historic collection information, anuéﬁxi,st ﬁz@o%ﬁic ? itions. Receivables
from subscribers are due 30 days after issuance of the subscrib&pbi]‘l.'ﬁic‘giﬁa@éf& rom other exchange
carriers are typically outstanding 30 to 60 days before payment'i -celﬁéq. Acconnts receivable are
written off when they are determined to be uncollectible. The Companyf}?s ]fg;j.irsda)urite-off method
when accounting for bad debts, which provides for uncollectible amount! xﬁr%ugi‘}:{\jc‘ha{gj to earnings
and a credit to accounts receivable based on Management's assessment of thet e

3 I@tatd's.ﬁ\figdividual
accounts. Management believes the direct write-off method provides result’s’@t' wazyqugl\differ
i o

materially from the allowance method. pe

Qo G
Advertising costs - Advertising costs are expense when incurred. For the years’ ended,?,
December 31, 2012 and 2011, advertising costs incurred were $149,403 and $113,277, respectively. Q

)
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

‘S‘ atenals and supplies - Materials and supplies consist of fiber-optic cable, metallic cable, telephone
rpment and materials related to the telecommunications industry, Materials and supplies are stated
atg( fower of average cost or market.

Rg:gulatedf%?pel ty, plant, and equipment - Regulated property, plant, and equipment is stated at
ougma.}os cost of additions to plant includes contracted work, direct labor, materials, certain
payroll ths an§’employee benefits, When units of property are retired, the original cost plus removal
costs, les L e is/char ge o accumulated depreciation with no gain or loss recognized. The cost of
mamten ‘;gf 6} ﬁ} oﬁ g’g( rty and replacement of items determined to be less than units of

property is cif eﬁ’&q opel ﬁ‘tm Hgnses

Depreciation is ¢ ﬁlputed\o té\st aightsline basis by the application of rates based on the estimated
service lives of the vai du\s ‘c@”‘ses oér;p )'able property as approved by the state regulatory autherity.

These estimates are sulg\egt{to (:bj%ge ifi e;i‘ (,teim

Nonregulated property, pl tﬁ\ancﬁ\é ent omegulated property, plant, and equipment is
recorded at original cost. Depr eci’(& H 19" "5 t on“%st: aight-line basis for financial reporting and
accelerated methods for income tax Rfi 1rpos e{T}bhtu E}fon maintenance and repairs are charged to
operaticns when incurred, Gains or loss S { 5 %ﬂpen‘tf/\dxsﬁ/ ;?ls are included in income.

Long-lived assets - The Company rev1evﬁ S g I\f?@ ss/zg’s'\whellever events or changes in
circumstances indicate the carrying amount of h,e ssefs mgg ot lfg,z coverable. When such events
occur, the Company determines potential impairme f{hy cowal :ﬁ?&}:he é,’:! I mg value of its assets with
the sum of the undiscounted cash flows expected to be ;ﬁ'ﬁv de'd‘ opelatm (}i | eventually disposing of
the asset, Should the sum of the expected future net cash ﬂoﬂct édes thf?( g/values the Company
would determine whether an impairment loss should be 1ec0giﬁze\d t}unp@l m tZLosses on long-lived
assets have been identified in the financial statements. L C\ O

Intangible assets and goodwill - Intangible assets and goodwill are ¢ ({?llféq,m aﬁ% rdance with the
Intangibles - Goodwill and Other Topic of the Financial Accounting Standaps, B a FA Br Accountmg
Standards Codification. Definite lived intangible assets are amortized on a% Jne a’sgs over the
estimated useful life of the assets. Goodwill and intangible assets with mdeﬁmte’ﬁv; ‘an@nott ty‘ogtlzed
but are evaluated for impairment annually or between annual tests if an event or chiifige ili'gircurfistance
occurs that would more likely than naot reduce the fair value of the reporting unit below iSdﬂl‘l lfg
amoutit. B pg
a
Income tax - In 2012 and 2011, the Cooperative qualified as a tax-exempt entity because more than 85% )
of gross revenues were from Cooperative members, Taxes are computed on income unrelated to the
Cooperative’s exempt purpose.
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)
) |
(ipcome tax (continued)

'l‘hé';’ﬁo, perative’s subsidiaries are taxable for both federal and state income tax purposes and file a
conso’i: ,ated tax return, Deferred taxes are provided on a liability method whereby deferred tax assets
are ’ecogm?g% for future deductible temporary differences and deferred tax liability are recognized for
future faxa tempm ary difference. Temporary differences are the differences between the reported
amounts(o Bt set;; d liabilities and their tax basis. Deferred tax assets & labilities relate primarily to the
differepce it¥der tel‘.’\t on an 1ammtlzatlon methods for tax purposes. Deferred tax assets ave reduced by
a valuatién:?{ whice ﬁ‘en, »’t ¢ opinion of management, it is more likely than not that some portion of
all of the de @ec fa Wl 1191;be’£e ized. Deferred tax assets and liabilities are adjusted for the effects of

changes in tax I& an tes 'h 1e date of enactment
& «'\S‘ L ?g\ &

The Company recor d§§1“1&e’\mm(gx)po!i hns if the likelihood the position will be sustained upon
examination is less tha 5/0\,43 Deﬁ?%kb 1' , 2012 and 2011, the Company had no accrued amounts
related to uncertain tax po 1 | tin ei'e ;}eqalnes if any, are recorded as interest expense and
other expense, respectively. RQ\C m‘?an s’ no ] ggel subject to US. federal or state and local tax

examinations by tax authorltles ts@a 4) /09 ’%

Taxes imposed by governmental autﬁ,o itheg~ T hq\’c,bmp/ is subject to taxes assessed by various
governmental authorities on many dlffEl t? ;i’e of ﬂ us tg sactions with its customers. These
specific taxes are charged to and collected fr Oflﬁf e oh ?rj;neis and subsequently remitted to
the appropriate taxing authority. The taxes are acm ntedx{;r o?aZpet and excluded from revenues.
.

Comprehensive income - Comprehensive income is p f’p‘lad aghg Cha} rgg in"équlty of a business during
a period as a result of net income {loss) and other gains and;le je Zt‘f gqm 51at under accounting
principles generally accepted in the United States of America, al ex fde fi@ifh t;l gome, Accumulated
other comprehensive income (loss) includes an adjustment o ée‘ﬂecp’}he é}fegt of the Company's

postretirement benefit plan. O/Z OO,{ ‘{P
kY

Revenue recognition - Monthly service fees derived from local wueln ‘j tex’x ney, and jlewsmn are
billed one month in advance but recognized in the month that service is pk: vfde (}‘ees dgx ived from
business system sales and directory are bilted in arrears and accrued in the monafég) jﬁw (s)al ogdgd

Usage sensitive revenues, such as access {revenues earned for originating/terminating lorf%;}xsta:@ge
calls), and long-distance are generally billed as a per-minute charge. Although these revenues are bxlled/O
in arrears, an estimate of unbilled revenues is accrued in the month service is provided,

J
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies {continued)
N s .
{}Bevenue recognition (continued)

ln%é%sﬁ;a{e access revenues also include settlements based on the Company’s participation in the revenue
pc}ol’s agmiz\aistered by the National Exchange Carrier Association (NECA). Settlement revenues are
déte\fmined%g annually prepared separations and interstate-access cost studies. These studies are
prepﬁ@@ subge gent to year-end and, therefore, the related revenues are recorded on the books based
on an esfihx/gge cj'i"N:ECA pool earnings and on other assumptions related to information utilized in the
prepar%ipn IQ:f;(;)\e 'ESE \stud'_e§. The studies are subject to a 24-month pool earnings adjustment period
and a refiéw ‘ofthe s\t\ﬁ\dy by NECA. Revenues were decreased in 2012 and 2011 by $465,000 and

L

: )
$56,000, respey iv’ébj, fol'iaiq}us i3 5‘{1\ts related to prior-year differences between the recorded estimates
and actual revéijdes. * o /2/ - fé‘:)
< RO

Internet revenues al'éﬁ- e{'i\%ﬁ frcﬁl;)/%l}e/;‘f;o\zision of customer access to the public Internet, excluding
revenues attributable té:d‘jgi.,tdl §§1§l{§c !i@{Qi eg{DSL] transport (line costs between the customer and the
Company’s equipment that<{olte ’lgtfrhe; g'aff"tc'){\-lnterstate access revenues include settlements from
NECA that compensate the Co &2{1% GFthe D§btraxfsg|£?rt related to the provision of Internet services.
2 7 My .

The Company's wireline and Unive s\ﬁl g:ﬁiff P\f{f@m{lrﬂSS) revenue is intended to compensate the
Company for the high cost of providingﬁn}; ?e@honé}erf/{(’sﬁ. 1SS revenue includes funds received for
high costloop support (HCLS), local switchi ,suﬁp‘ﬁrt pf%bs_,toﬁ‘ll’yr , 2012 (LSS), interstate common line
support (ICLS), Connect America Fund (CAF{@nd %}He' n‘@ 1la ,‘épus programs, HCLS and ICLS are
based on the Company’s current relative level of(gﬁﬁ:;ati- ex ef?;e and) ;an!; investment. Support from
the CAF is based on a historical frozen amount i'elat’éfftq ZO@i{t{%tmel Iﬁ{l}d expenses associated with
the switching function and certain 2011 intrastate a(f‘c‘é’g?{evcéllugs, whicl v‘?ﬁ ether make up the CAF

base, The CAF base will be reduced by 5% each year in detep@liﬁ% (ié; Q}@m ‘/E;)
Loy 0

Regulation - The Company's services are subject to rate regula’ciéﬁ\'%s.‘l’olIg‘@s:J & N
- O Tre

« Interstate access revenues are regulated by the FCC through its reé?}.!;iti((:)\ff{é%f{lfa?tégand settlements
procedures as administered by the NECA. «;,«:’/Q ¢ /«/ >
s Federal USS revenues are administered by the Universal Service Admifu@ati(@ Cor’ﬁﬁ%lw (USAQ)
based on rules established by the FCC, O Y F t.)i; N
» Local, intrastate toll access revenues, and Utah Universal Service Fund revenue_s'.'/gi‘e rgg?ul,g\tédjby the
Public Service Commission of Utah. A C?'S) C%)i
’ s

Other sources of revenue are not rate regulated and include cable and IPTV service, long-distance service, (e
. - s . . 4
customer premise equipment sales, rents, and other incidental services.
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1~ Summary of Significant Accounting Policies (centinued)
\S}E_}egulation (continued)
Né‘f?ég;{lated expenses and nonregulated plant are directly attributable to nonregulated services,

AII thei ope -ating expenses and telecommunications plant are related primarily to wireline revenues;
howevgi* sog §€f these costs jointly relate to regulated and nonregulated services. For interstate access
settleme Jit( case, and other regulatory purposes, the portion of these common costs related to
nomeg%gltélx ;\ale gle‘moved in accordance with Part 64 of the FCC rules in order to ensutre
1eguiatee{\1 v\e 1 sgaaex Ase (()\l\costs of providing regulated services.

In October 201 1’e F@lssdj 1 reforming intercarrier compensation and USF mechanisms and
issued a Fur ther ] tce o ﬁg\ R{f\b making (FNPRM) on long-term USF reform, transition timing,
and implementation. ’ffj najdffity o S}_}e 1 phct*; of these regulations began on July 1, 2012,

Major provisions of the or dé{i%l}d M lr}‘ gjuﬁ‘;

¢ Limitations on the amount § (;})Jdl t(‘f"acm éxﬂig‘i

¢ Limitations on capital expenditu g§ and ﬁeta l&@c éﬁqes recoverable from the USE

¢ Benchmarks for minimum locallateé;'ch ¥ e htoe d}lsel” {b recipients of support

¢ The establishment of the Access Recovr Ch f¥si] (AR Y bi end users

e The phase out of local switching support df’ﬁ e@sfabl en ff\the CAF, a new funding mechanism
for investmentand expenses related to the svﬁ};| m v 1ct

¢ The structured reduction of carrier access rate Cffa,lge ‘gr)tr%jcmﬁ??hy to other carriers using its

network to complete long-distance calls ‘? /x 5 /70 'i}’?

(Y
Management is monitoring the impacts of the reform on an ogﬁgjlg’ﬁﬁ ‘90 O/i,»

Fair value measurement - Fair value represents the price that \g\ ﬁi Q @cewe .to sell an asset or
transfer a liability in an orderly transaction between market par t1c1pa h*"%\)neas i)ement date. The
Company follows a fair value hierarchy, which requires an entity to m &1 i ’gJe use,of observable
inputs and minimize the use of unobservable inputs when measuring fair \}a LSE;. f{@folfdﬁm are the

three levels of inputs that may be used to measure fair value: O) ?Z,) ')
Level 1 Quoted prices in active markets for identical assets or liabilities. e, .
Level 2 Obsetvable inputs other than Level 1 prices, such as quoted prices fo mmﬁa‘r

assets or liabilities; quoted prices in markets that are not active; or other inputs
that are observable or can be corroborated by observable market data for
substantially the full term of the assets.

Level 3 Unobservable inputs that are supported by little or no market activity and that
are significant to the fair value of the assets or liabilities,

14
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

&

Note 1 - Summary of Significant Accounting Policies {continued)

Fair value measurement (continued)

¥,

'l‘he:‘f'\(;n‘value measurement guidance is applicable to the Company in the following areas:
o aofipv:r}li {Note 4)

. oamatli eﬁ r;gnt benefit plan assets (Note 8)

Subse eg\ng)v;?gf} Subsequent events are events or transactions that occur after the balance sheet
date b ljefoné he fi aumﬁl statements are available to be issued. The Company recognized in the
ﬁnancxai st tepneiyts ﬁl\dj\éjf;e szfof all subsequent events that provide additional evidence about
conditions th ’tf'} stad at thedate of/j e balance sheet, including the estimates inherent in the process of
preparing the f hane /)g{ gtﬁtem«{\ts TﬁQ\Companys financial statements do not recognize subsequent
events that provide ) anapout G 1di ?pg that did not exist at the date of the balance sheet but arose
after the balance sheet ig\tf(g\d &gfoi e fiy ﬁ)l)mai statements were available to be issued,

Subsequent events have been @Lla Qq\th/?/Z’Aﬁ) 12, 2013, which is the date the financial statements
were available to be issued. /l/

Reclassification of amounts - Celta\ﬂ leci/?sﬂ‘ QQP)]S hage been made to the 2011 consolidated
financial statements to conform to the 205 Lel es‘@%L tlo‘ﬁkTh fe i /s no effect on previously reported net

margin or members' equity. ,7 /Z/
%, /z/ %

10 »;327

Note 2 - Accounts Receivable 47 )‘

/
Accounts receivable consist of the following at December 31 C}Z/ [Z, 1%;) ?(Z/
§
Q. Q;z i 2011

u 972 7

. . -7, L3 \
Accounts receivable, subscribers ¢£8 ’f%l L 291,696
Accounts receivable, carriers tk 944"‘ / C,z? 335,753

Accounts receivable, related party {5 1_,76 012
Accounts receivable, other 44,5 6) 0&188
Total $ 904306 ?%335 6’?3;,;_
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 3 - Investments

ﬁS\cI,nvestments consist of the following at December 31;

‘“‘%\W 2012 2011
G
COBagk; ACB (CoBank) $ 1176820  § 1,159,622
Other <iyesﬁaents 149,000 241,315
t‘iﬁ;xal - $ 1,325,820 $ 1,400,937

& @(’{ Q}\ Q
PNREON C)
Asa condm 1) ﬁ t? ‘Jebt fﬁ;(:' 48 ‘fe Company was required to purchase participation certificates. The
participation ce t” ficatés’ gre t original cost, adjusted for patronage allocations net of cash
distributions. The Cd anf?@: tltl}aﬁ}lo i}tificates have no readily determinable market value and are
stated at cost. Patmnag"&‘\;;d’ e151e’t30 éda a:eductlon of interest expense.
N L
Other investments include™i 0 stﬁ’] ts i ltnﬁ inps Investinents in partnerships include a 19%
ownership in Utah Fiber Netwdgg ;{% 1‘}1§ f? %C)yvnelshlp in IPTV Network Services, LLC {IPTV),
and a 20% ownership in West g ef, L H WFN is inactive. These investments are
accounted for under the equity methbdd of ac@ntl@ é)) 0 stments due to the flow through nature of

the partnerships.
4 ff‘r’ o

During 2012, IPTV sold its headend eqmpment il d/dlfv mﬂad 5? g IPTV services. As a result, the
Company wrote off its investment in [PTV and 1ec0g’g e @loss Offé)l 51
Q, Qo 8
RN ),
Note 4 - Intangible Assets and Goodwill
/;, 2% O/i/

Intangible assets at December 31, 2012 and 2011 consist of wne&es&'ﬁpee{}m I?;ated in Carbon, Emery,
and Grand counties, which were acquired through a FCC wireless spe( m difation. ,Phg cost of acquiring
the spectrum was $483,659. The wireless spectrum is reviewed annuall @ nb@i ,mér@y Management.
No impairments were recognized by the Company during the years ended D e‘mbe 53*1 2@%@1@ 2011

The Company’s goodwill balance represents the excess purchase price over the féq;;’ alu’y flff‘) ;i)ﬂﬁable
assets and liabilities acquired from PRECIS and other business combinations, Goo will waé)t stecz +for
impairment by comparing the fair value of the reporting unit to the carrying value. As of Deceﬁ‘f%el BL
2012 and 2011, Management determined the fair value of the reporting unit exceeded its car rying value, C)@
and no impairment loss was recorded. Fair value was determined using the income approach (level 3 2
inputs in the fair value hierarchy), which includes a calculation of discounted cash flows.
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EMERY TELCOM AND SUBSIBIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 5 - Property, Plant, and Equipment

’LS] operty, plant, and equipment balances, together with accumulated depreciation, consist of the
f‘@owmg at December 31:

O/)\ Depreciable Flant Accumulated 2012 2011
C}t’\ ")(\T) Life Account Depreciation Net Balance Net Balance
Regulated bl fﬁ%‘-l‘t
Gen gaj su’fﬁpf hclf\e O 5-30 years $ 8,600,210 $ 6,114,630 $ 2,485,580 $ 2,603,243
Cent:a@}icg q:rigynen\z\(\ Q S-12years 12897517 8278535 4,618,982 5,231,830
Cable and vfirg facilides /(\ 10-30 years 32,291,849 25,892,009 6,399,840 7,721,755
Telephane plall%fqulélt@ad]ﬂ‘?nel\t, L ) 20 years 18,732,645 11,863,545 6,869,100 7,805,729
Plant under const uc}l}& 9 N/A 1,016,144 N/A 1,016,144 639,748
(\Q» D Q /7
Total O "‘/ 73,538,365 52,148,719 21,389,646 24,002,305

Nonregulated plant 6\ /9 ?'/ /;l/

General support facilities ems{%/ /?O ,088 741,245 2,968,443 2,050,450

Central office equipment .‘il'}'y a’ts O{lil@ 6/{111 1,134,554 578,093 1,827,113
Cable and wire facilities gS vl yea() 74563 {9%7 2,063,807 5,499,783 6,227,363
[nternet equipment 5- 1 gaé r{g 75;,}188 //7 340,241 391,647 342,239
Television equipinent 5-10 yea 6 0 )’ 94,072 1,412,835 832,958
Voicentail equipment Syears 1@ 948 /L? 27':?,84 32,164 64,156
Plant under construction N/A §5}9 @3‘{’(3 \S\ LX 509,433 1,068,653
T 7o
Total $ 16,094 % _Azo0i 7 {{’”1 392,398 $ 12412962
Fd (’) /‘[/r
6‘ 0
Telephone plant acquisition adjustment {TPAA) arose in connectmn \} 1c‘h;ts s of three former
Qwest exchanges. TPAA represents the excess fair value over the ori f @*{m "\’Uue of the assets
acquired and is being amortized over the estimated useful life of the acquu

T, O
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 6 - Long-Term Debt

Q(&ong&el m debt is comprised of notes payable to CoBank. Outstanding loan balances associated with each
s@) /;d]al 'y are as follows at December 31:

Y
o C ,>\ 2012 2011
Carbo { ( ) $ 2,000,000 $ 3,536,732
ETV, . é) A . 2,240,000

.
& Io‘%lm sb ahle) $ 2000000 _$ 5776732
5 e "@x _"

Og " »1%

The note payab? o Caﬁz\ k z/s?ocld! @ Jith Car bon includes a fixed interest rate portion, $2,000,000 at

an interestrate of 5. 6%, D c m 1 2012. Repayment on the note is determined on a quarterly

commitment structure’, gésedxﬁn the ¥ tstan’ mg loan balance with final maturity in 2014. Based on the

outstanding loan commitiient &teDeck {er 3; #2012, the Company is not required to make principal

payments until 2014. This lftﬁe}xlso pfpyidé? /n aVAI able revolving loan that has a limit of $5,326,721, as
c’

of December 31, 2012. The r uﬁ& 6@311 ntal va1 iable interest rate based upon the British

Bankers Association London ]nter fa [b OR), which was 0.21% on December 31, 2012,
plus a margin of 1.50% to 2.00% th sted A d én) LEompany performance. The revolving loan
limit decreases quarterly and avallabll Eease ,_p} ?( <t‘)f December 31, 2012, the unadvanced

balance on the revelving loan totaled $5, 326%%1/4’[?@1%‘2 blying 16’5}/!135 a commitment fee of 0.25% for

unadvaitced balances. (i‘f
’;Z/ /?/ 4, “)

The note payable to CoBank associated with ETV’L nalTyS‘m /t? ngunt of $5,320,000 was
originated in January 2009 to provide funding for the S“ set éy ch 9}and contains a variable
interest rate based upon the LIBOR {which was 0.21% on De bex i@ margin of 1.50% to

2.00% that is adjusted based on Company performance. Nofey hayn eﬁts ar basé “on quarterly fixed
amounts of $140,000, with the final payment due April 20, 2019. E}mg«f\ 12, t &Company paid off the
note payable to CoBank associated with ETV-LLC, Q@ 3@/{ l.})

The stock of all members of the consolidated group was pledged to consﬁ? ate’ihe lodit.agreements
with CoBank. In addition to the pledge agreement, the notes payable are secur d&)}é&ilt 1eal"an&pet sonal

property of the Company. 4/
(j,)

The notes contain certain affirmative and negative covenants, including maintenance of certamf&andla .
»

ratios as defitted by the agreement. ¢ o
s

]

Future payments of principal to CoBank will approximate $2,000,000 in 2014,
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EMERY TELCOM AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 7 - Income Tax and Deferred Income Tax

‘\S&Ipcome tax expense consists of the following for the years ended December 31:

VMQ*,

Cﬁl rent

Fede alO
StateC} \[ ,i\)

Deferred /Z/ <\(\\ ( !
Fotaf"zg%ef?f e%';f)eng(‘\/ﬁ
Income tax expensé)\ l}gSS!ﬁQl Jon( %}{‘}?f

Operating

A “
Nonregulated /p {f

Total income tax eprus
<>

2012 2011
$ 1170880  § 276418
181,130 42,859
382,993 1,151,846
1,735,003 1,471,123
303,353 202,304
1,431,650 1,268,819
$ 1735003 $ 1471123

For the years ended December 31, 2012 ancf%,(j 1, fbe o 5 ldaté/ ncome tax expense computed at the
}E'th ncial statements. The difference
refates primarily to the tax exempt status of the (‘ 0 }n¥ ﬁ\‘i\d statg-incd /é

statutory rate differs from the amount of the ex

lfse lep de

The components of the Company’s net deferred tax llablﬁ@ns%bf thézghllow;?ﬁg at December 31:

4{9 @)‘2\01,2 " K 2011

Tax depreciation and amortization in excess of
financial statement depreciation and amortization

Accrued employee benefits

Investment basis difference

Capital credit adjustments

Total
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[g})@ﬂ%gf?[ 6‘$ (3,608,289)

i1

e 9,660
Q 5‘36884

(6, 82"9)1/ Q. ulc,sm

$ (3,981,379)

$ ( g’%@s 56)6‘3
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 8 - Employee Benefit Plans

\S(}}ge Cooperative sponsors two postretirement benefit plans.
Défef i%d contribution savings plan - The Company has a defined contribution 401(k) savings plan for
all e\%gl;lb. employees that is administered by the National Telecommunications Cooperative Association

The Coo 155 lve d Carbon employees can make voluntary contributions to the savings plan, with the
Comp {ng‘(, ﬁ) é}m {ploy e)contubutlons to the savings plan up to four percent of annual salaty. In
addltlo Q:Z)pa (aj its discretion, contribute up to an additional eight percent of the
employee's ;{ﬁl}ma alar - lfb rears ended December 31, 2012 and 2011, the Company made an

additional dlscfg\ onalwlatcﬁ' (&ﬂgq }81cent

ETV and ETV-LLC e égyée@iban lqa!/)e aﬁfuntal 'y contributions te the savings plan. The Company will
contribute to the savings pl ah UK a ,bé\fo e basis, matching amounis up to two percent of their
annual salary if the employeg. f)n{ﬁl%%te‘é\as lgast 913@ percent of annual salary.

SN
The Company’s cost for the savmé&?}é‘/a } gﬁ%@zand $417,449, respectively, for the years ended
December 31, 2012 and 2011. Savm{ plan cqst B ch ged to expense and other accounts based on
payroll distributions. O rr)’f
C ) <
Other postrefirement plan benefits - The C 15%%}9 sﬁ%ﬁ‘pr{z&eﬁned benefit postretirement plan
administered by NTCA for employees of the Coo;(e th @mlsy pr; 0 ]ulyl 2007. The plan covers
eligible employees only and provides healthcare in ivaa;lce 1 hfé’ {jsur benefits to retirees and to
retiree’s dependents upon the retiree’s death, Eligibility-1§ /;sé&?ppon h}re dat? }{1(1 retirement at the age
of 65 or retirement based on the rule of 85. (3 Q Q /C)

/Z, 4

Obligation and funded status - The amount of benefits to be paﬁc ?e )en o'h @uﬁmber of future events
incorporated into a formula, including estimates of the life expecta g JJF eﬁip‘loyees/surwvms years of
service rendered, and future interest rates. /
4/:* a
The accumulated benefit obligation represents the present value of all fot(Qreg gé{j}eﬁts ‘affl 1buted to
employee service rendered prior to the measurement date and does not 1nclg€le chaf ip future
compensation. For postretirement benefit plans, the benefit obligation Is the a§éum atpd eneﬁt
obligation, (53 L)j
Qo
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 8 - Employee Benefit Plans

‘a%})bhgatmn and funded status {continued)

I
'lha\fo lowing table summarizes the benefit obligation, the fair market value of assets, and the funded

St?dtl’sl as, bf December 31, 2012 and 2011, for the retiree health plan:

L] .
¢ P Q 2012 2011
O, ™

Chang%jp nger:?ﬁ /gatlo%

Benefit bl a( Q;u begl ) g’fw,fyeal $ 2387114  $ 2,404,585
Service cos ’7 é\ 86,748 85,001
Interest cost * }" 19 : V] 108,640 128,177
Benefits paid K <7 Q !/,);, (116,780) (105,556)
Actuarial gain /(2‘(\ t.%z Q\(\ "37 <'/<\ (174,930) {125,093)
Benefit obligation, end ofy gﬁ) é\ o "}Z// ":427 2,290,792 2,387,114
> RS
Ch Z(’ ONG Z/C,
ange in plan assets O O() Q /%]
Q, ‘o M0 ¥
Fair value, beginning of year “ ;&A ‘{,@ jS 7, 712,865 686,471
Actuarial return on plan assets 7 /Z % 6)(“ '{}\ 106,930 26,394
/Z' ’ ®) [ wp
Fair value, end of year (;‘(7 o ) /§1g,795 712,865
'a, L'S\ 7 0

Funded status - "’Z" g 1;@3 9@3 $ 1,674,249
N

The Cooperative has adopted the Compensation-Retirermnent Bem!ﬁ?z%’roﬁjf of iJ FASB ASC that

addresses improvements in financial reporting by recognizing th /f # status of a defined

postretirement plan as an asset or liability on the balance sheet, and to 1eco } eql e changes in

that funded status. The Cooperative is partially funding the obligation. There i4 &51 ese}t n@o}lcy for

fully funding the plan, .5 ,) U/}

(?

Management has elected to amortize the initial obligation, past service liabilities, and cﬁﬁ}ul
actuarial gains and losses over a 20-year peried. Amortization included in the periodic postretirement 639
benefit cost totaled $17,213 and $16,397, respectively, for the years ended December 31, 2012 and 2011, 7
At December 31, 2012, accumulated other comprehensive income of $52,152 consists of unamortized
gains. The estimated net gain that will be amortized from accumulated other comprehensive income into

net periodic benefit cost over the next year is $7,948.
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 8 - Employee Benefit Plans
ngf;gbligation and funded status (continued)

T ﬁ“éfa‘llowmg amounts included are not yet reflected in the net periodic benefit cost and are included in
accun{ul/ated other comprehensive income (loss) for December 31:

(.; : N
< C)
() 2012 2011
Accu quglla (IBSS') O $ 52,152 $ (48,6006)
Transmﬁ?;obhg mn o - {25,161)
\S‘
Net amount 1e/§é(ted a_%[nf/(n;:\} ea{é"“ {reduction) to equity $ 52,152 3 (73,767)

N
@ O,y
’Sf ,§> ,>x
{Other plan information - 'ﬁi}oﬁ‘wmg tfé?)\le pioﬂges the net periodic benefit cost at December 31:

%{ G‘ Z% ‘7/1, 2012 2011
C) O o) () <, $ 105671  _$ 233748
S AT

The periodic benefit cost is the amount recogmzé in tlfé’l‘ naﬁlglE‘L stafements as the cost of the plan for

the year. Components of the net periodic benefit co 5 re sei 1 e c{o L, inft Z;;t cost, actual return on plan
assets, and amortization of unrecognized gains/losses, ;6; sef\}\ic cos }fand 1}1‘ }‘al obligation.
755 0

Net periodic pension cost

I}
Estimated future benefit payments, which reflect expected qu%sm (ﬁ }\a‘s%pprﬂ ﬁte, are as follows:

{)C?x

2013 $ 181,009 o
A
2014 190,059 Osz C,@ A ,}\
2015 199,562 /ff,f;, ’Z/ ;
2016 209,540 o 5:
2017 220,017 Ut.}’x
2018 through 2022 1,276,520 z],
Q' %
@
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 8 - Employee Benefit Plans

KS@gle:' plan information {continued)

<

Atiﬁ':é\bember 31, the assumptions used in the measurement of the Coeperative’s benefit obligation are
sho\g‘v:‘rig‘}the following table:

v A
(-O C) Percent

Welghte"d;avei/%é‘assumptlons as of December 31 2012 2011
Exéé%\é et 611\?13:1 agsgts 7.65 7.65
Discoun @t%y ﬁj% 5.00 5.50
Rate of cmﬁ/}%\q’satt&} 1ncillase ,2) 3.00 3.00

,7

A 6% annual rate of/'f%\ eh%;)m h e['?e' ipita cost of covered healthcare premiums was assumed to

decline by 0.50% over e, ext é)s un{ lit reaches a level of 5% per year, Increasing the assumed

healthcare cost trend 1at f}fq eac at(mﬂ increase the accumulated postretirement benefit
obligation as of December 3‘1,)@1 by /%g ximd $54,424 and the aggregate of the service and
interest cost components of tié?beuo@;p p retxﬁ;i t benefit cost for the year then ended by
approximately $7,189. {

O ‘&
Plan assets - Plan assets are managed by@ A, EalUty e fSZes /pumar:ly include investments in large-
cap companies located in the United States an(f e1 1 t‘iona I@ [‘l G /{qcome securities include corporate

bonds of companies from diversified industri les, ga ecu@ s, and United States treasuties.
Other types of investments include real estate inv ,s&qent E)l %Qd te equity funds that foilow
several different strategies. v<7 )\ \ 7 A;]

NTCA makes all investment decisions for the program with {f?“ i el gfat 16 !?ges(n?e management and
consultting firm, Wilshire Associates. The trust committee makeshhves E; e&};Qns which begin with
a review of the assets and liabilities of potential investments and {ui)mﬁ S th‘éu ﬁnal decision based

upon obtaining the rate of return consistent with program needs. ,
@f
The fair value of the Cooperative’s plan assets at December 31, 2012 by asset &%304}{91 e g:;lpllows
Percentage of gl%ﬂ}th}'
Asset Type Plan Assets Ammmt (},eve@q
Domestic equities 23% $ 188550 1 ’y@
International equities 32% 262,335 1
Private equities 10% 81,980 2
Fixed income 15% 122,970 2
Real estate 10% 81,980 2
High-yield fixed income 10% 81,980 2
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 9 - Patronage Capital

{52,1 he Cooperative is a non-stock cooperative organized to provide local telephone service to its patrons.
A\.fenues from patrons in excess of the cost of providing service on an annual basis is, by contract with
thf& atron, considered a contribution of capital to the cooperative and is allocated to patrons on the basis
of the{;;}otal patronage. Margins received from sale of goods or services other than telephone service are
néngperati }'Ig and are credited to patron accounts after losses are recovered. Operating losses are not
allocated tofpjatt ons. Capital accounts are repayable to patrons or their successors only at the discretion
of the Bga\d EDjrectors provided, however, that the financial condition of the cooperative is not
Impaue D(l ng 012, patronage capital assigned was reduced by $378,875 with $367,812 that was
retut né 15 adé\ﬁl 1053 was retained by the Company as a result of discounting eatrly patronage
diStllbUthﬁé)\ Igm*ig 153 T ; e Capital Assigned was reduced by $390,438 with $368,987 that was
returned to pﬁ'tﬂzg\ n? 52 1 Wasrretained by the Company as a result of discounting early patronage

distributions. "‘Q
%% % b
Note 10 - Reventue «‘%\ O{\ f? '7(

Wireline and miscellaneous '6‘3' gtlngc)evé}ufs/zzp msist of the folowing for the years ending

December 31: «f;i{, O /ZE“'
O C) O “?( 2012 2011

v
Wireline %C, Z) /!/"'{\

Customer /k’ ci) $Q$}#781 577 $ 5897196
Intercarrier 1(7 }\ ;, Jyp

Interstate @18 Q 6,028,915

Intrastate C}Z, AZ )g ‘1%@ 2{94/ 1,362,207
Universal Service support - federal ) %:‘31{) 18«3 1,369,436
Universal Service support - state Q 1,038 714 1,038,714

%f e, 5
Total wireline revenues 16 48’15,’:{ , (;315 696,468
LY
Miscellaneous /ED Z '?(? UU) N

Equipment sales, leasing, and installation 304,960 *{“@62 :;
Directory 278,130 585, 61‘1’
Rent 82,120 88,676 f.%;)
Other 871,993 963,959 ’
Uncollectible 26,574 (120,270)

$ 1,563,777 $ 1,580,196
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 10 - Revenue {centinued)

i~-()2/}{',Vire!ine revenues consist of the following:
° (@}‘sgomer revenues include end user charges, such as the subscriber line charge, Federal Universal
C§ rvite Charge, and ARC.
L 2 U’hiver,.s’z‘ }-Service support includes the amounts received from USF for HCLS, LSS, ICLS, CAF, and Utah
lfniir}rszl[fg 1wice.
e All a(c%§:§§ clﬁl‘és and settlement revenue, except as described above, is classified as intercarrier

I-e\(ﬂjliéf (—S\) Y /}\ Cﬁ!
ONEAONE
O/Z(‘giv o

Note 11~ G ’%t_é FRelafed Pajty Debt
ote udriiite Q%ea?\ a@{\\e

UFN is a facilities-baﬁé fc;oki umunitdt nﬂéjé“i‘vice provider in Utah, The Company’s equity ownership of
UFN was approximatel ’1933% @¢Q6C€J}Ql§lé!’3ﬁ 2012 and 2011, The Company guaranteed a portion of
the debt of UFN related to 533'2 n(l?s-ggry(ndzﬁé tﬁz;va.as used to purchase switching and other equipment
for its state-wide fiber netwof “‘I‘Qié;'}; an aﬁ?‘ﬁf@g note, paid quarterly, with its final payment due
January 20, 2015. Debt guarante'et%ljb}ts o Gorhpd y ‘6{{, ehalf of UFN at December 31, 2012 and 2011
amounted to approximately $120,64 (anc_lj‘ : 6@ 4 ?e(sg (tively.

-,

7,
O Q(’)J C){;&
Q) Qo 7o
L, G
4;;* Y
{SH% O,
(N 0 EEN
Y0
(c? )
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PORT OF INDEPENDENT AUD]TORS ON CONSOLIDATING INFORMATION

To th% rd 6% jrectors
Emer yéi;e!% o )\
Y /1/ & o
We have au ﬂis\: q}( ate
E'?%

cnded Decem

- sncial statements of Emery Telcom and subsidiaries as of the year
u rt thereon dated April 12, 2013, which expressed an unmodified
opinion on tlmse @;‘:‘ ments, appears on page 1. Our audit was conducted for the
purpose of for mmg Xgml @e c lidated financial statements as a whole, The following

consolidating informatior ent e Qul poses of additional analysis of the consolidated
financial statements rather en % \aﬁ ial position, resuits of operations and cash flows of
the individual companies, an fb ls’ e

it art of the consolidated financial statements,
Accordingly, we do not express an'géi'mo 12511 f[ywnitﬁgosmon, results of operations, and cash flows
of the individual companies.

/I// of2 Lhams LLP

Overland Park, Kansas

April 12,2013 T A 7 Iy
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THAE
OUNES

yRAE

O Communication with Those Charged with Corporate Governance Under
Auditing Standards (AU-C Sections 260 and 265)

.'4\

Out {:}J)OI)Slbl]lty under US Generally Accepted Auditing Standards

Our(Ias 0 1ty, as described by professional standards, is to express an opinion about whether
the fn a 1 tdtements prepared by management with your oversight are fairly presented, in all
material %confm mity with U.S. generally accepted accounting principles. Our audit of the
flnam,@ tat@men }mes rLt,reheve you or management of your responsibilities.

Sensitive .{j}/ﬁgﬁ"@néﬂ }mm@}'{e@

Rates and ﬁtatldj?};ase/s" o A{ﬁ] &(ce transactions and intercompany cost allocations
» Depreciation ’S’ \93 ’?
= Part 64 adjustme é\,q\ .9 O «*(7
= Estimates inherent to 14:0 &er%fe /Lment testing

Difficulties in performing th tf@§g( &;/l/ J& "V

None OO O O -‘{,7(
Corrected and uncorrected llllSStale%él é/ I“(“;g (N, /[/
O

See attached lists. 0 o@ /i) 47
Pisagreements with management ’?),) C) 4})
O/b 4.9,
None & N G /Z/
o% Q, @

Management representations /f ‘f {?
We have requested certain representations from management that aré{ﬁ’ ludé(g?m a\ ecmanagement
representation letter dated as of the report date.

ROACIICY
s with other , 9, 70 20

Management consultations with other independent accountants /Z/

?0 &
None (5) =N

%

Other findings or issues ~
None

Governance communication information

Page -1-
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THAT
1O
¥R

& Discussed verbally with: Board of Directors at April Board Meeting

N . : :
Délfé\zf\dlscussmn: Bill Warinner delivered to Board on April 25, 2013
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