<010> Study Area Code s02278 iC
YN LA O
<015> Study Area Name HANKSVILLE TELEOEE{{E IR ;H
<020> Program Year 2014 }fﬁi} DFT i ﬂl ,.\ ii e 3 3 l. . £
3} A
<030> Contact Name: Person USAC should contact barren L Woolsey L{ Z J
with questions about this data
TVET TN ! s
<035> Contact Telephone Number: 435-636-0090 N e C"’ B E CA [}
Number of the person identitied in data line <030>
<039> Contact Email Address: dwoolsey@emerytelcom. con

Email of the person identified in data line <030>

ANNU

: Reguires equired.

f{check box when complete)

<100> Service Quality Improvement Reperting {complete attached worksheet} |
<200> OQutage Reporting {voice) {complete attoched worksheet} | v il ' |
<210> <-- check box if no outages to report
<300> Unfulfilled Service Requests (voice) | 0 |
<310> Detail on Attempts {vaice) | fattock descrptive document)
<320> Unfulfilled Service Requests {broadband) [ [
<330> Detail on Attempts {broadband) | {attoch descrptive documgnt)
<400> Number of Complaints per 1,000 customers {voice}
<4102 Fixed 0.0
<420 Maobile 0,0
<430> Number of Complaints per 1,000 customers {broadband)
<440> Fixed 0.0
<450> Mobile 0.0
<500> Service Quality Standards & Consumer Protection Rules Compliance feheck to indicate certification)
<510> 502278UT510 {otoched deseriptive document]
<600> Functionality in Emergency Situations {check to Indicate certification)
<610> 502278UT610 {attached descriptive document)
<700> Company Price Offerings {voice) fcomplete altached worksheet)
<710> Company Price Offerings (broadband) {complete oltoched worksheel)
<800> Operating Companies and Affiliates {complele ottached worksheet)
<900> Tribal Land Offerings (Y/N)? O @ {if yes, complete attoched worksheet)
<1000> Voice Services Rate Comparability {check to indicote cerlification)
<1010 (ottach descriptive document}
<1100> Terrestrial Backhaul (Y/N)? @ O {if nat, check to indicate certificotion)
<1110> {complete attoched worksheet}
<1200> Terms and Condition for Lifeline Customers {complete attached worksheet)
Price Cap Carriers, Proceed to Price Cap Additional Decumentation Worksheet
including Rate-df-Return Corriers affiliated with Price Cop Local Exchange Carriers
<2000> {ckeck ta indicate certificotion)
<2005 {complete ottached workskeat)
Rate of Return Carriers, Proceed to ROR Additional Documentation Worksheet
<3000> fcheck ta indicote certificotion}
<3005> fomplete ottoched worksheet}
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Page 12

502278
<Q10> Study Area Code
<D15>  Study Area Name HMIKSVILLE TELECOM
<020>  Program Year 2014

<(30> Contact Name - Person USAC should contact regarding thls data  Darren L Woolsey

<035>  Contact Telephone Number - Number of person identified in data line <030> 4356363090

<039>  Contact Emall Address - Emall Address of person Identified In data line <030> dweolseyZexerytelcom, cou

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER IS FiLING ANNUAL REPORTING ON 1TS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or 11 Raciplents

!I certily that | am an officer of the reporting carrier; my responsibllities include ensuring the accuracy of the annvai reporting requirenients for universal service support
recipients; and, to the best of my knowledge, the information reported on this form and in any attachments s accurate.

, .
Name of Reporting Carrfer;  MANKSVILLE TELECOH

Stgnature of Authorized Officer;  CERTIFIED CHLINE pate  10/14/2013

Printed name of Authorized Officer; D5TTeN Wooleey

Title or position of Authorized Officer; Chief Financial Officer

Telephone number of Authorized Officer; 425-836-0090

Study Area Code of Reporting Carrler; w0278 Filing Due Date for this form: 10/15/2013

Persons willully making false statements on this form can be punished by fine or forfelture under the Communications Act of 1934, 47 0,54, §§ 502, 503(b), or fine or imprisonment
under Title 18 of the United States Code, $8 (15.C. § 1001.

10/142013
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<(10>  Study Area Code 502278

<015>  Study Area Name HANKSVILLE TELECOM

<020>  Program Year 2014

<030> _Contact Name - Person USAC shiould centact regarding this data Darren L Koolsey

<B35>  Contact Telephone Number - Number of person Identified In data line <030>  435-636-0030
<039> Contact Email Address - Email Address of person identified In data line <030>  dwoolseydemerytelcom.com

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

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

{1 certify that (Namne of Agont} | authorized to submit the Information reported on behalf of the reporting carrier, |
also certify that f am an officer of the reporting carrier; my responsibifities inciude ensuring the accuracy of the annual data reporting requiraments provided to the authorized
fagent; and, to the best of my knowdedue, the reports and data provided to the authorized agent Is accurate.

Name of Authorized Agent:

Name of Reporting Carrlers

Signature of Authorized Officer: Date:
Printed name of Authorized Olficer:

Title or position of Authorized Officer:

Teleghone number of Authorized Gificer:

study Area Code of Reporting Carrier: Filing Duz Date for this form:

Persons willfuily making False statements on thls form can ba punished by fine or forfelture under the Communications Act of 1934, 47 U.S.C. §5 502, 503(b), or finz ar Imprisonment
under Title 18 of the United States Code, 18 U5 §1001.

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to Fite Annual Reports for CAF or LI Reciplents on Behalf of Reporting Carrier

{1, as agent for the reporting carrier, certlfy that 1 am authorized to submit the annual reports for universal service support reciplents on trehalf of the reporting carcier; | have provided
the data reported herein based on data provided by the reporting carrier; and, to the best of my knowledge, the Information reported hereln ks accurate,

Name of Reporting Carrier:
Name of Authesized Agent or Employee of Ageat:

signature of Authorized Agent or Empleyee of Agent: Date:
printed name of Authorized Agent or Employee of Agent:

Title or position of Authorized Agent or Employen of Agent

Telephone number of Authorized Agent or Employee of Agent:

$1udy Area Cods of Regorting Carrler;

Filing Que Date for this form:

Persons wiiifully making false statements on this form can be punished by fine or forfeiture under the Cammunications Act of 1934, 47 U.5.C. §§ 502, 503{b), or fine or Imprisanment under Title
18 of the {nited States Code, 18 U.S.C. § 1001,

§
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Attachments
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Response Line 510
Hanksville Telcom
SAC 502278

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

Hanksville Telcom also outlines its rates, terms, and conditions under which Hanksville 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
cancellation of service options. Hanksville Telcom keeps its tariffs available for public inspection at its
business offices. Select partions of the tariffs including privacy, directory listings, and terms &
conditions of use are also available on the Hanksville Telcom web site,




Response Line 610
Hanksvilie Telcom
SAC 502278

Functionality in Emergency Situations:

Pursuant to 47 C.F.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)
Hanksville Telcom{“Hanksville”) meets the requirements to remain functional in emergency situations
and has the following capabilities:

Back-up power is provided to Hanksville's single central office by use a fixed generator and batteries
that provide back-up power. The CO and critical radio sites located in Hanksville and at Turkey Knob
(near Teasdale, UT) have been designed to also accept the connection of a mobile generator which can
he moved as a redundant power source or back-up generator for extended or multiple outages.

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

Hanksville has deployed technology in its core fiber optic and copper network that is self-healing and
will automatically reroute traffic should a cable cut occur. Hanksville uses carrier grade equipment for
important network elements such as switching and access gear with built in redundancy. Hanksville also
has spare aquipment for network elements that might affect reliability.

Lastly, Hanksville 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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62/ REPORT OF INDEPENDENT AUDITORS
‘ <<\
fC\the é?{d of Directors

hl e:

O &
Repo@&{ ﬂiﬁ![‘:Qp‘z&l S@tements
We have %e%he J;xg consolidated financial statements of Emery Telcom and its

subsidiaries h cdﬁ?} 13 {dated balance sheets as of December 31, 2012 and 2011, and the
related consohdata tdté membms equity, and cash flows for the years then ended, and

the related notes tot t{ﬁnd\"glal Sta%en

Management's Responsrlf%fm"gpe ﬁ@:cgl,& tements
S

Management is respensible for thﬁ ﬁ? presentation of these consolidated financial
statements in accordance with accot{ k{fﬁp{é 6} ly accepted in the United States of America;
this inciudes the design, 1mplementat1 d EN te ternal control relevant to the preparation
and fair presentation of consolidated ﬁnaﬁﬁa ?\SCI { e free from material misstatement,
whether due to fraud or ervor. @

Auditor's Responsibility /b/o 0 O\S’ /354?
2

Our responsibility is to express an opinion on these co dgt\ L&g :eal)\ ments based on our
audits. We conducted our audits in accordance with audltmg%ﬂg exﬁﬂ ally&@eeptcd in the United
States of America. Those standards require that we plan and* (a]fprn@le aﬁ?l)g to obtain reasonable
assurance about whether the consolidated financial statements are @ QC}?\itef‘L}i misstatement.

An audit involves performing pr ocedules to obtain audit evidence abautﬁf}v moynts an HCiOblilCS in
the consolidated financial statements. The procedures selected depend M%S*;h Cju(h udgment,
including the assessment of the risks of material misstatement of the consoli a éi fi mﬁ' %g! ments,
whether due to fraud or error. In making those risk assessments, the auditor cons exs te na onttoi
relevant to the entity’s preparation and fair presentation of the consolidated financial statem ) n I(SRI'

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 &
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.

Ff’a;ﬁé
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REPORT OF INDEPENDENT AUDITORS (continued)

& Auditor’s Responsibility (continued)

s
" ’\)

ﬁgfbgjieve that the audit evidence we have obtained is sufficlent and appropriate to provide a basis for
ourgalttzlit opinion.

an
Opinion e o
— A
In our ¢ zﬁ'gn, tf}é ?onsolidated financial statements referred to above present fairly, in all material
respec %t(llei ﬁpanc{i; ',t:gs\itien;of Emery Telcom and its subsidiaries as of December 31, 2012 and 2011,
( -

and the €silts fﬁ}ztheh; heidtions and their cash flows for the years then ended in accordance with

accounting piﬁeijp] Sgen Ija\'j‘ly anlg’ep_ted in the United States of America,
- :‘(\ . 0%, > @
S B O
Moss e lg%{'\%) Q,s} "7/}
NS INES
Overland Park, Kansas /%\ l‘"(f)": Q&:\S)SQ A
April 12,2013 {)@ %\ A %

!x" n sz,“’z/ .
VO

&) /!
QC}? o O‘%ﬁ /4
Uy, O, T
/E‘ 4 @(« o
2, % O,
00, % N,
] 19 ¢ ’{j
T e 7 7
0, 4,%9,0
SN
a0
QO -
AQ# @O/f- \.'?‘j
72 61,\' L)é\
7’?2?1 /z/' ! Oz‘\
RUWACHIR:
(OHRCIG
0o s
p
“Or




EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS
December 31,
2012 2011
(. CURRENT ASSETS
é‘? Cash and cash equivalents % 2,399,990 $ 9,901
VA counts receivable 904,306 805,649
terlals and supplies 918,154 859,819
CE ep'gt‘d income taxes 517,054 600,184
=ther prépaids 479,148 415,424
C}Total?: 3 bent assets 5,218,652 2,690,977
NONLU@EN £ Ass Q)\
Investmeiht‘; i ‘é\C\, Q 1,325,820 1,400,937
Goodwill ( ) @ - ) /L’ 2,377,759 2,377,759
Intangible as Ql’ / /Ei) 483,659 483,659
Deferred chat; es ‘)\ <§\ 448,009 527,498
t 2 Q

Total noncurts {gg'sets LQ ’{l‘ 4,635,247 4,789,853

PROPERTY, PLANT, AND EQU{\@ T ‘5».7 /§‘>
Regulated property, plant, and% upnlen& efﬁgrce 72,522,221 72,066,161
Regulated plant under constluctic:k Y;Z/ 1,016,144 639,748
Nonregulated property, plant, and e (lpmtﬂf/ 1§etvfa (f\‘ 15,584,668 15,020,481
Nonregulated plant under constructlon Q O gf{, 509,433 1,068,653

-
Tatal property, plant, and equipment /;};7 I@ ' %89 632,466 88,795,043
’ 4,. p)
Less accumulated depreciation /b' () { (i §50 422) (52,379,776)
O as* 7~

Net property, plant, and equipment y%} hY ::;\ 3}?8‘2‘3&& 36,415,267

? 2243!53@430 $ 43,896,097
(.: O C) \

‘0, “
4/’4/[){ f (Q) (‘%\

(st«, /Z” 5 LP
C); 7()
0, (:9;,
» ’;2:?;)

¥




EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

LIABILITIES AND MEMBERS' EQUITY

December 31,
2012 2011
{S‘f CURRENT LIABILITIES
( .;,\) Current maturities, notes payable $ - $ 560,000
*‘—' ;\counts payable 1,375,287 1,666,846
7Y vgice billings and customer deposits 57,199 52,050
fQCtrkléd income tax 2,892 2,892
( Pﬂ}el cp?l ent liabilities 369,766 314,756
OTOt’ll ] lsent liabilities 1,805,144 2,596,544
LONG- Tﬁlmq D[{BT
Notespajable’)# {Q‘ 2,000,000 5,776,732
Less curr é'u% n)a&tties ~ / z’ - £560,000)
Taotal ]§ 'ﬁ?g: 3;\]35 {, <\Z 2,000,000 5,216,732
£ L7 o]
OTHER LIABILITIES > .\:i @ (") . /?
Deferred credits ,{\ N *-.,) 4 581,188 670,013
Deferred income tax \(‘) W’.S\ /(l P "(:/ 3,881,379 3,598,386
Postretirement benefit obhgatlgl\p ¢ ’@’ /l/ 1,470,997 1,674,249
Total ather liabilities and dge{;% /L’;}tﬁ C‘\ 6,033,564 5,942,648
O o
MEMBERS' EQUITY (—‘f?' ’ V{
Membership certificates »‘f:f ;;, C) "7”@ Y l,f{\ 126,256 126,256
Patronage capital /Z/ /Z/ (1 ,695,173 17,050,587
Accumulated other comprehensive income (loss) /Z:'/; ), 152 {73,767}
Retained earnings ‘{? (){3 *S‘ 15 3,054 13,037,097
AV
A
Total members' equity /E’D > A 3C:7 797, ?34*’ 30,140,173
£ J{,.o \‘"C') \L/’L/

Sy 4 42,635 g; N $ 43,896,097
Sy T T

See accompanying notes, 4




EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

AND COMPREHENSIVE INCOME

OPERATING REVENUE
) Wireline
S
¢ A Television
<& Internet
IRy
(Q:Ils,(:%ﬂaneous revenue

i
o

Net operating revenue
¢
OPERA'ﬁéG [gﬂzﬁ\ §E

Plant ec ific aﬁfi*ations expense

o~

Plar 901!5 gcﬁ"c Upex tmnsggx]pense
Dep %@tmna}g am {‘Z&tl ne ense

Customieh pera OJIS e

Corporate nl)ir)qtld& expen} /iz<\

Other operati taxes .
Nome[,uhted ’}/\g, 0. 6\ é@‘
3

Total opetatmg/%qu\lse @ %

OPERATING MARGIN

OTHER INCOME (EXPENSE)
Interest and dividend income

Interest expense

Loss oninvestments
Other income

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

OTHER COMPREHENSIVE INCOME
Change in postretirement benefit obligation

TOTAL COMPREHENSIVE INCOME

*?)
’?% c;,?

Allowance for funds used during constructlo%

Years Ended December 31,

2012 2011
$ 16,481,323 $ 15696468
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
,{Z( 19,693,505 19,772,319
f,, 5,420,565 4,545,716
/Zf
/f/\ %, 229 2,302
() @ ,(7 (49,902) (323,969)
/4 10,866 -
,ﬁ ,f: z;’fz/ (768,695) (52,517)
fE» 4S 18,139 7,623
1 1
/ f Oﬂ ”P(?agsﬁs) (366,561)
Gy G 4%
/i}@ W "‘7046:(;%5:2 4,179,155
/Z/ /:”’}\ 1r1350 ’7 1,471,123
8 T
an 96 199 2,708,032

,;¢
fgsmg’i,- (.. 172,481
QO W,
$ 3,022,1§v3)¢ E’ﬁ kg'!gao 513

‘\%} ‘,r‘“
e ?

"'c;

See accompanying notes,

&
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EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31,

2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Net margin $ 2,896,199 $ 2,708,032
{ Q Adjustment to reconcile net income to het cash
( :{[\’ provided by operating activities
vy Lepreciation and amortization 5,612,218 4,993,171
) eyred tax 382,993 1,151,846
l; 05§ ‘p}u investments 768,695 (3,893)
{ bpcash‘bat; onage {34,114} (48,624)
llgﬂ‘:ﬂr‘ancf 1"})1* funds used during construction (10,866) -
Chafiggin o jng assets and liabilities
%cc’élmts e t pivpble (98,657) 536,365
St e e N
’ep e 72 ,
Deferfed chirgps ¢ !{;(\ 79,489 (62,423)
Income fﬁ esadcygpd ;Sré id {i) 83,130 555,842
Accounts paya le \ @{ {291,559) 1,015,517
Advance bllhngs( éa%?me( }rpos/g 5,149 4,787
Postretirement héu Ft\ ligation . (77,333) 128,616
Deferred credits /‘) (88,825) 670,013
Other cuuenthabthtleg‘% /3«, /f, f‘:::;:p 55,010 (38,416)
RSN
Net cash from operating a l;;,i{;e Z /L/ 9,159,470 11,104,068
CASH FLOWS FROM INVESTING ACTIVITIES. .- % {’:) 4:;7
Additions to plant and equipment - ?'7 O(\ (/ (3,178,325) (5,944,000)
Proceeds from asset retirement ,ff L7 ’7{’ 70N 533,817 49,287
Distributions received from investments (’j iy /l/ /L f"\ 16,915 20,894
el
g . o
Net cash from investing activities C*\ &) ’(Z,GZJ’ 593) (5,873,819
? ')\ \6\ / C:) ,«\/
CASH FLOWS FROM FINANCING ACTIVITIES /;) [ Q
Patronage distributions /Z/ 7” ‘géS 054, (363,768)
Proceeds from long-term debt g -y « ﬁ 8497 356 910,855
Payments of long-term debt (‘ (8 25 988 (8,054,123}
Net cash from financing activities f(ﬁ; 1988) U (7,507,036)
‘ [{({) Cj
NET CHANGE IN CASH AND CASH EQUIVALENTS 2 .%9(3,689 - ’°~ gg 276,787}
W >
CASH AND CASH EQUIVALENTS, beginning of year 9 90{2/ \ 2,786,688
RN
CASH AND CASH EQUIVALENTS, end of year $ 2,399,990 $ > 9,90t ,E)
(e

See accompanying notes.




EMERY TELCOM AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

2012 2011
SUPPLEMENTAL DISCLOSURE OF CASH PAID DURING
THE YEAR FOR
(S} Interest, net of amounts capitalized $ 85,167 $ 415,893
'lr{spngf tax $ 1,269,000 $ 950,906
(N

£ 4
SGH\ED,ULE‘,OEQNONCASH INVESTING AND FINANCING ACTIVITIES

For thé@@:‘g entle \Pecember 31, 2012 and 2011, patronage allocations totaling $21,119 and $315,749,
respecti\gefy,@ere "Er_ljferred from retained earnings.
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See accompanying notes. 8




EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

5y
ngigt'ganization - Emery Telcom {the Cooperative), a cooperative organized in the state of Utah, is a
ﬁéﬁu ated local exchange telephone company providing telephone service to approximately 3,900 access
lin(esfigl,gmery County, Utah.

) 5
Elhq\t:y. 'E‘elgd}n‘[{C, Inc. (the Holding Company), a corporation organized in the state of Utah, is the holding
con1pa{f%f01‘~tﬁ/e<5axable operating companies within the consolidated group.
e Y
¢ ﬁ .
Carbog\{; Te Q)}’x}.\lnc. Qarbon), a corporation organized in the state of Utah, is a regulated local

874
§m’e’ % ﬁ}'

S

(
exchangeﬁ%{qp pZ}p co@g\n&r@pviding telephone service to approximately 8,100 access lines in Carbon
County, Utaly"™) Ok? Ny 7S
QG <
Hanksville Telcom, [nc, (ﬁig}k§§i\?1, 'z{%rporation organized in the state of Utah, is a regulated local
exchange telephone t.fofjg\p\ahj(-fbm i i;}yg r g’ﬁlated telephone service to approximately 100 access lines in
Wayne County, Utah. ™~ 7 Q) <) . /%7

‘5\ ézs?’ <</ ( A
Emery Telecommunications Q {deolvic, ég’{’,V) a«f’?}poration organized in the state of Utah, provides
Internet and customer premise “%ﬁe@f}) a%lai})}irﬁg; ly 8,600 subscribers in Emery, Carbon, and
Wayne Counties. { o l & ’ (“}Q O,

y
‘), 0y S Y

Emery Telcom Long Distance, inc [E'I‘L%S&g &?lfpore(tiq .o{égn'zed in the state of Utah, provides
long-distance service to approximately 8,400 §[i§s<gri§e‘f's 0 fgg}'eg },’é\ted local exchange companies.

VI A )

) O g =
Emery Telcom Video, LLC (ETV-LLC), a limited-liabi 55[‘3011’1]{591)\’ 612@11&?}}@ the state of Utah, provides
traditional cable television services to approximate]ff?]0'6(qu3c1;jber§'<;5nd 2,300 cable Internet
subscribers. /O L‘? 4 ’f/\" )
TN
Emery Telcom Wireless, Inc. (Wireless), a corporation organizefls?n,t‘he te of tah, provides wireless
telecommunicati ervice. Operations for Wireless were discontiniigll, diring the year ended
ications serv P ?j 11”22/; ;gj y

December 31, 2012, fj N
%la’ @(ef (

2

Principles of consolidation - The consolidated financial statements inclﬁ%ih écc011h% %f Emery
Telcom, its wholly-owned subsidiary, Emery Telcom HC, Inc, and its whol@gﬁrn,é ?séﬂgjﬂi\aries,
Carbon/Emery Telcom, Inc; Hanksville Telcom, Inc.; Emery Telecommunications ‘SLVidé'o\_ Ipc.:"“ﬁn}gry
Telcom Long Distance, Inc.; Emery Telcom Video, LLC; and Emery Telcom Wireless, Inc.t }u‘ch‘{x fe
collectively referred to as the Company. Significant intercompany accounts and transactions have beeﬁ/'”(?
9

eliminated.




EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

‘9 ccounting policies - The financial statements of the Company have been prepared in conformity with
'tﬁ\é accounting principles generally accepted in the United States of America applicable to regulated
plfﬁf]ﬁ}gtilities Such accounting principles are consistent, in all material respects, with accounting
prmg:p]qé\presm ibed by the Federal Communications Commission (FCC) under Part 32, Uniform System
) A((‘C'qunts fb] Telecommunications Comparnies.

Accountn g estu? ates - The preparation of financial statements in conformity with accounting
princip e§ gép‘@x al f aGerte(;l in the United States of America requires management to make estimates
and assuﬁ% T:sf’i; 12 fed; tl&}l eported amounts of assets and liabilities and disclosure of contingent
assets and h“l};hé’-é at t’( he date’:&)f ghe financial statements and the reported amounts of revenue and
expenses durifif {tbe Iep01 tffig Pepim} Actual results could differ from those estimates. Significant
estimates mclud% d ‘p,l eei‘qt&;tﬁﬂ{) Jlsé\ntelstate access revenue settlements, and vatuations of long-

lived assets and pood"n‘p%\ f\

o7
A
Cash and cash eqmva]entﬁ- Eo@the p"m% se‘s (}(the statements of cash flows, the Company considers

all highly liquid investments ;f\l ¢hasedwith a atuug,of three months or less to be cash equivalents.

(
Concentration of credit risk - I‘h onip Z\Eﬁt‘;?n flts cash in bank deposit accounts, which, at
timmes, may exceed federally-insured linfit3- '1{ fedeliilly it s d limit is $250,000 per institution. The
Company has not experienced any losses ih sﬁ;gh @Fount {5 einent believes it is not exposed to any
significant credit risk on cash and cash equlvaleﬁ}? l/ e J?’

Accounts receivable - Accounts receivable are stgzgﬁﬁt thez:;méﬂ%;t mahfgpment expects to collect on
outstanding balances. Credit is extended on a short-ter m‘ '1 lSQ ef'm actoilnts receivable do not bear
interest. The Company reviews the collectability of accouﬁts" cél [9 lalf/\ 3sed upon an analysis
of outstanding receivables, historic collection information, an fé(;o‘lfd'ﬁuc Co?lmons Receivables
from subscribers are due 30 days after issuance of the sub-;cnbé% il R ¢ 1va}§‘[és rom other exchange
carriers are typically outstanding 30 to 60 days before payment 1Uce1®q Aceoumnts receivable are
written off when they are determined to be uncollectible. The Company{ises l{e&iued szute -off method
when accounting for bad debts, which provides for uncollectible amounts® I{ir%\l l}:fl c1arg’9 to earnings
and a credit to accounts receivable based on Management's assessment of the* Btatug. bf mdlwdual
accounts. Management believes the direct write-off method provides lesults d};at wog.ljd‘ P{Gt differ
materially from the allowance method.

z‘“)g (“
Advertising costs - Advertising costs are expense when incurred. For the years endei'l/ o,
December 31, 2012 and 2011, advertising costs incurred were $149,403 and $113,277, respectively. Q

10




EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 ~ Summary of Significant Accounting Policies {continued)

Q’ Matel ials and supplies - Materials and supplies consist of fiber-optic cable, metallic cable, telephone
ét‘t ment, and materials related to the telecommunications industry. Materials and supplies are stated
{gowm of average cost or market,

Rggulatedx% operty, plant, and equipment - Regulated property, plant, and equipment is stated at
or 1gmq¥}os r’l cost of additions to plant includes contracted work, direct labor, materials, certain
* payroll tQ es an§’anlployee benefits. When units of property are retired, the original cost plus removal
costs, Ie$§ §éL ;{ge, ()qk(u geﬁ N accumulated depreciation with no gain or loss recognized, The cost of
mamten n,d )e z\:b 0 ET?QE(EIW and replacement of items determined to be less than units of

property is Ct@ q operﬁtmg qunses

Depreciation is gé:;lputed\o th%\s gﬁ -line basis by the application of rates based on the estimated
service lves of the Va”tjdug cla “‘ses 0 ;pl E;able property as approved by the state regulatory authority.
These estimates are sulﬁ\ec{tp ckghge if h\g ﬂe?&,tm m.

Nonregulated property, planft™ mﬁeq/l}lpj ent’y /Nomegulated property, plant, and equipment is
recorded at original cost. Depr eciétt, t 19’@ oﬁ‘ﬁ e straight-line basis for financiat reporting and
accelerated methods for income tax hfr 'Pos §.E fq\ffdltu g:g‘*fm maintenance and repairs are charged to
operations when incurred. Gains or lossé‘ﬂs Lsn ropen@y\hs@%}s are included in income.

Long-lived assets - The Company 1ev1e’z§f it 1g 1vé@) ss/;‘&(\whenevei events or changes in
circutnstances indicate the carrying amount of h (8 mf “hot Bediecoverable. When such events
occur, the Company determines potential impair meglf(by coppar ﬁ%{he éa /ymg value of its assets with
the sum of the undiscounted cash flows expected to be pi‘d'pdéé’l)y operating ﬁ'gi\eventually disposing of
the asset. Should the sum of the expected future net cash flods, éie Z”l afi 51 tyi g values, the Company
would determine whether an impairment loss should be 1ecogﬁiz§;‘ Pftj)plpé“l menfé}osses on long-lived
assets have been identified in the financial statements. L

Intangible assets and goodwill - Intangible assets and goodwill are ll in adéyrdance with the
Intangibles - Goodwill and Other Tapic of the Financial Accounting Stcmdf dt ; £ A.S‘Pj Accounting
Standards Codification. Definite lived intangible assets are amortized on a ‘s‘% 1ghfﬂlne (bahts over the
estimated useful life of the assets. Goodwill and intangible assets with indefinite’ L;s ar; e}nof:{ﬁ‘m tized
but are evaluated for impairment annually or between annual tests if an event or chéi rge i tlg;mmtaxgce
occurs that would more likely than not reduce the fair value of the reporting unit below its Ean @jg
amount.

( ”Q

b

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.

11




EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)
‘\S}Income tax {continued)

fi‘;’
ThsC ép perative’s subsidiaries are taxable for both federal and state income tax purposes and file a
conw‘h fated tax return, Deferred taxes are provided on a liability method whereby deferred tax assets
are-pegognized for future deductible temporary differences and defetred tax liability are recognized for
futule,{_l:a)a le te§np0raiy difference. Temporary differences are the differences between the reported
amounts‘of @ set;ef‘ and liabilities and their tax basis. Deferred tax assets & liabilities relate primarily to the
differe; Cg: i tplefﬂ ation a11ckam01 tization methods for tax purposes. Deferred tax assets are reduced by
a valuan /?(ldw jnce \{f‘en je opinion of management, it is more likely than not that some portion of
all of the d wnl n tb €; {:zed Deferred tax assets and liabilities are adjusted for the effects of

changes in tax lé%&gmc{ rates g’ ébe %ate of enactment.

The Company recor dfg,fuxlté\""hm(;%)pt{z! )ans if the likelihood the position will be sustained upon
examination is less thal p% A@;b De 1&) 1 t;’ 2012 and 2011, the Company had no accrued amounts
related to uncertain tax poslt 1 ‘In eié penalties, if any, are recorded as interest expense and
other expense, respectively. EQ\C rﬁ?slm‘:.rp 10 lfj%gel subject to U.S, federal or state and local tax

examinations by tax authorities ol \/at s@;fiv/é’ %(?9 ﬁ? /?/

Taxes imposed by governmental autfa ti(? ») ThQ@om a}i is subject to taxes assessed by various
governmental authorities on many dlffere(li\ ty [ of 1( u t 1sactions with its customers. These
specific taxes are charged to and collected fir dx{f }he Co‘i ﬁ c S| §QIEIS and subsequently remitted to
the appropriate taxing authority. The taxes are ac qj}nte or 0 az}let l:{ﬂf%sand excluded from revenues.
/ 0 C)‘

Comprehensive income - Comprehensive income is geﬁfled aghq chapge fn‘é uity of a business during
a period as a result of net income (loss) and other gains and-ios e‘s affect(n eq1 ;y tj\at under accounting
principles generally accepted in the United States of America, al excl/ex{jeq hfqm netifigome, Accumulated
other comprehensive income (loss) includes an adjustment Eo gﬂecg}he it e,gt of the Company's

postretirement benefit plan. Q O/ /,:}

Revenue recognition - Monthly service fees detrived from local wir eln‘if,t]nterfnﬁlt and E;lewswn are
billed one month in advance but recognized in the month that service is pﬁ VIded(Fees tﬁi‘rwed from
business system sales and directory are billed in arrears and accrued in the mont &8 ) viced é}n ‘o 5dggd

Usage sensitive revenues, such as access (revenues earned for originating/terminating lor{g) q:s@ge
calls), and long-distance are generally billed as a per-minute charge. Although these revenues are bllled,r;()
in arrears, an estimate of unbilled revenues is accrued in the month service is provided. 0

E

i2




EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

‘x»}gevenue recognition (continued)

&,

Itlt‘é‘@ate access revenues also include settlements based on the Company's participation in the revenue
pt}ogs‘agiﬁli£1iste1‘ed by the National Exchange Carrier Association (NECA). Settlement revenues are
détqﬂnined? by annually prepared separations and interstate-access cost studies, These studies are
prepangg; ;ubs’% 1ent to year-end and, therefore, the related revenues are recorded on the books based
on an esfihxe‘té’ QRNECA pool earnings and on other assumptions related to information utilized in the
prepargg;mf !nge 65;‘/5}\stud}e§. The studies are subject to a 24-month pool earnings adjustment period
and a refliew effgge s{ﬁ‘d}; br}\lECA. Revenues were decreased in 2012 and 2011 by $465,000 and
$56,000, 1’esp’§‘p§v’él& fof;a}ijué‘tfﬁg{kts related to prior-year differences between the recorded estimates

{ actual revéljles. 7.

and actual rev ILQQ}C); /&\ fé%:\
e lhiya }
Internet revenues al‘égsg_*i'v@)frgn?;tge’gﬁ)\jjsion of customer access to the public Internet, excluding
revenues attributable to-djgitdl §§}J§C at;ﬁ%{;!iﬁe; DSL) transport (line costs between the customer and the
LR
Company's equipment thatc{%: es’Ipter le;;,;‘a ig]QInterstate access revenues include settlements from
NECA that compensate the Col é@n éﬂ\the D§}5 ;rarj’%]}m't related to the provision of Internet services.
: #

e i i
The Company's wireline and Unive {él Sers lfe‘s pport @SS] revenue is intended to compensate the
Company for the high cost of providing {12? e@hon@j}enfi{xﬁ USS revenue includes funds received for
high cost loop support (HCLS), local switchi f:ﬂ)ri, 2012 (LSS), interstate common line

7y ;
& suipyit phidy so v
support (ICLS), Connect America Fund (CAF{%}}d %?clie' igcellans
based on the Company's current relative level of\oﬁf}aét‘@) exét?;e a@}g{ant investment. Support from
the CAF is based on a historical frozen amount relate({ito ZO@imagtmeﬂ@yd expenses associated with
the switching function and certain 2011 intrastate ac'cﬁ?s\ge e)n‘u\es, \yhicﬁ—'@ggther make up the CAF
base. The CAF base will be reduced by 5% each year in deten@ﬁh?g Cj\F tp@orﬁ/ o)
"Z’e A C) (...-}ez
, N , A\ i
Regulation - The Company’s services are subject to rate regulatid %s.‘follggs: ¢ N
. f:) \ ”~ N .
« Interstate access revenues are regulated by the FCC through its ref ?t%fi(\)jf‘elélté%jﬂnd settlements
procedures as administered by the NECA. /i j/jf/c’ L ir O
L
« Federal USS revenues are administered by the Universal Service Aclmiht%hatx‘fé}(:omp‘gnx {(USAC)
based on rules established by the FCC. ¢ Y, 4 5 “-){59 <

C

fégus programs. HCLS and ICLS are

Ay e _
s Local, intrastate toll access revenues, and Utah Universal Service Fund revenues"gre I‘é"gl‘{ul"' ted by %‘)he
Public Service Commission of Utah. {f’ CL“)
Y
- 7z

Other sources of revenue are not rate regulated and include cable and IPTV service, long-distance service, &
3 . N » . )
customer premise equipment sales, rents, and other incidental services.

13




EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)
Q%&egulation (continued)

Néffgé(gl,)tlated expenses and nonregulated plant are directly attributable to nonregulated setvices.
A I-(ether gpRrating expenses and telecommunications plant are related primarily to wireline revenues;
howé‘v@; som 0§ these costs jointly relate to regulated and nonregulated services. For interstate access
settlemeﬁi,:[] é)’-ﬁgq case, and other regulatory purposes, the portion of these common costs related to
nonregﬂ&uﬁ!;té S?tivﬁfés\are gemoved in accordance with Part 64 of the FCC rules in order to ensure
regulaté“dff;;,e&v\e l,l?}al b}gs 'c{zi}costs of providing regulated services,
C’)”:? T 4‘}2\
In October 2011;the Fi@ismféﬁiﬁl pfider reforming intercarrier compensation and USF mechanisms and
issued a Further eﬁicéro'[i}(’soﬁbse_q tﬁggaking {(FNPRM) on long-term USF reformn, transition timing,
and implementation. ’ﬂgﬁa}ﬁity oﬁsge it ;;‘acts of these regulations began on July 1, 2012,
. ‘5«%“1 OA\ “7,
Major provisions of the ordef3nd I?N$[}RM ;nfg}utf;:,{\
e Limitations on the amount o'fs‘i,%ﬁpdr i;e,cei e?;, e vl;h
s Limitations on capital expenditﬁia § anfdﬁ;ﬁera 1ﬁg¥e)ﬁe{n§es recoverable from the USF
+  Benchmarks for minimum local rate§ ch: rﬁé?ﬁfo%x@ts&? by recipients of support
¢ The establishment of the Access Recov(e' %d@é (Aﬁ%)?i ted /2 end users
dhment;

i » s
¢ The phase out of local switching support ';?)e%fa 1shy gf:the CAF, a new funding mechanism
for investment and expenses related to the s itp" ingtfinctos Q

¢ The structured reduction of carrier access rate <¢\f1ﬂ'a,rged‘:‘l‘;y tﬁ%{:omﬁgb to other carriers using its

network to complete long-distance calls "? A ;O g
ORI
Management is monitoring the impacts of the reform on an on‘go%b{gigg L%? C;'Z/

N O
Fair value measurement ~ Fair value represents the price that \gq}y ‘Bé,)}‘gcer{ve -to sell an asset or
transfer a liability in an orderly transaction between market participat&;} t t}{dneeis’lésement date. The
Company follows a fair value hierarchy, which requires an entity to magi 1’7e}§1 e iise of ohservable
inputs and minimize the use of unobservable inputs when measuring fair g;\se_. 1}1’{@ fol dy’%ng are the

three levels of inputs that may be used to measure fair value: {') 7 ) ‘L{P N

CON
Level 1 Quoted prices in active markets for identical assets or labilities. %)(Q ’ 03
Level 2 Observable inputs other than Level 1 prices, such as quoted prices focé) simi\%’r pa
assets or liabilities; quoted prices in markets that are not active; or other inputs 0
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 ot liabilities.

14




EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies (continued)

3! “‘Eair value measurement (continued)
o
<. %
T he fah: value measurement guidatce is applicable to the Company in the following areas:
- \
o (. }}o'odw'ﬂl (Note 4}

o oiﬂ*etl}‘e}t}glt benefit plan assets (Note 8)

e
Sllbseg;xeﬂq (eve (ﬁ_”)— Subsequent events are events or transactions that occur after the balance sheet

date butf@efoué Ehe ﬁjllﬁm‘:’ﬁl Satements are available to be issued. The Company recognized in the
financial state néQ U t’lé_‘ of all subsequent events that provide additional evidence about
conditions thakexj sféd ate of e balance sheet, including the estimates inherent in the process of
preparing the fihangjal” gfatem{\’ls % Company's financial statements do not recognize subsequent
events that provide evid féncglpcu i ofs that did not exist at the date of the balance sheet but arose
after the balance sheet Wid quo Qe n{vcnal statements were available to be issued.

Subsequent events have been‘/ \) g th u}& ’%}bz 2013, which is the date the financial statements
were available to be issued,

Reclassification of amounts - Celtau\t ecl/gsif‘ g%\tm 1S hﬁge been made to the 2011 consolidated
financial statements to conform to the 20‘1.'%])1 eséhtatld_'f} Th (e/'§ no effect on previously reported net

margin or members’ equity. /7/6, /&’f‘ /Z’:‘{\
7» ffi/

/ﬁ &5‘ %Z/
C) Vs )
Accounts receivable consist of the following at December 31: Z («f(?
Mo W

Note 2 - Accounts Receivable

012 ’1:‘ . 2011
“‘*f*f AN
Accounts receivable, subscribers ¢§ 7%(1 U $ 291,696
Accounts receivable, carriers %044‘7/ L%j\ 335,753
Accounts receivable, related party {5 % 1,76 012
Accounts receivable, other 44,5 6) ,3 ;/“; (?25188
Total $ 904,306 “%goggd'bg
‘\/?0
. ‘S_;)

]
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 3 - Investments

‘\S}'I;}vestments consist of the following at December 31:

*%3
N 2012 2011
( y
COBEII K ApB {CoBank) $ 1,176,820 $ 1,159,622
Othex }nvesﬁﬁents 149,000 241,315
L ()
(_} &
</ by ?tal ’?é . $ 1325820 $ 1400937
i

AON®

Asa condltlo‘n 2{}& febt 0 C k{ the Company was required to purchase participation certificates. The
participation ¢ tifxcatéf} re i:m égl t original cost, adjusted for patronage allocations net of cash
distributions. lhe (.(5 an pglt 1[{&510&?1 tificates have no readily determinable market value and are
stated at cost, Patr onaﬁ&mc\fﬁ‘fe i reg gsléd a¥ a reduction of interest expense.
/§ -
Other investments mclude‘iQ Jestn\p ts ﬂ’ﬁ)a; tobi }lnps Investments in partnerships include a 19%
ownership in Utah Fiber Netwdgk LL (b? N i '?3"/ Oyvnelslup in IPTV Network Services, LLC (IPTV),
and a 20% ownership in Weste n{t } et, h%}; (W )L;D WEN is inactive. These investments are
accounted for under the equity methbd of acgo’)ntirg (551 Lf{)estnlents due to the flow through nature of
the partnerships. <
/'

During 2012, IPTV sold its headend eqtt1;3111911/2’§c}f(i1§cp /tuﬁ}i ? g IPTV services. As a result, the
Company wrote off its investment in IPTV and 1eco fed@loss 0 g

. . / ‘v
Note 4 - Intangible Assets and Goodwill -
Intangible assets at December 31, 2012 and 2011 consist of wnrelIESs’%zpeGﬁg i l';cated in Carbon, Emery,
and Grand counties, which were acquired through a FCC wireless spe@ aifs ftﬁon Phq cost of acquiring
the spectrum was $483,659. The wireless spectrum is reviewed annuall fgi unbili met}{bby Management.
No impairments were recoghized by the Company during the years ended Déyc&;mber?% 201%.and 2011,

The Company's goodwill balance represents the excess purchase price over the féu alu’é 91‘" 1£ﬁtiflable
assets and liabilities acquired from PRECIS and other business combinations. Goo il qu)t stec} }fm
impairment by comparing the fair value of the reporting unit to the carrying value. As of Decefﬁbm 31;
2012 and 2011, Management determined the fair value of the reporting unit exceeded its can ymg value, (")
and no impairment loss was recorded. Fair value was determined using the income approach {level 3 L
inputs in the fair value hierarchy), which includes a calculation of discounted cash flows.
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EMERY TELCOM AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 5 - Property, Plant, and Equipment

f”éflowmg at December 31:

<{\

'*%”Pmpexty, plant, and equipment balances, together with accumulated depreciation, consist of the

(- /}\ Depreciable Plant Accumulated 2012 2011
4-1 ' Life Account Depreciation Net Balance Net Balance
A 0s N
Regulated El}n{t \',s’\)

Genega} suﬂ{;plsfacﬁlls N 5-30 years $ 8,600,210 $ 6,114,630 $ 2,485,580 $ 2,603,243
Ccntral,@'&cc S‘quﬁ neul{\ C‘ 5-12 years 12,897,517 8,278,535 4,618,982 5,231,830
Cable and wir fauf%\g; }2 Vo 1080years 32201849 25892009 6,399,840 7,721,755
Telephone plant qulis:t‘tf) ad]ﬂs{umegs, nd{) 20 years 18,732,645 11,863,545 6,869,100 7,805,729
Plant under cnnstmc}%g’& (? @AN/A 1,016,144 N/A 1,016,144 639,748

Total J /ib'ii)é\ 73,538,365 52,148,719 21,389,646 24,002,305

<> D
Nonregulated plant <\ ‘j f /?
General support facilities .r\/ {?}g,rears// /'?0 688 741,245 2,968,443 2,050,480
Central oftice equipment <’ 7 b a‘fﬁ 71*2,6;1-’/ 1,134,554 578,093 1,827,113
Cable and wire facilities qj yea(-) <) 2,063,807 5,499,783 6,227,363
Internet equipment 5- 1 7.’(’8’88 340,241 391,647 342,239
Television equipment 5-10 years } 6 0 Az 4,072 1,412,835 832,958
Voicemail equipment 5 years 153 948 4‘/ ??ﬁél- 32,164 64,156
Plant under construction N/A ,55)9 .'?O [)f 509,433 1,068,653
57
Total !{,1 392,398 $ 12,412,962

Telephone plant acquisition adjustment (TPAA) arose in connectlon g)}
Qwest exchanges. TPAA represents the excess fair value over the ori m;
acquired and is being amortized over the estimated useful life of the acquir (1 ‘;;ets/i C‘) %

17
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 6 - Long-Term Debt

k\f)(/:r%,ong-tet m debt is comprised of notes payable to CoBank. Outstanding loan balances associated with each
Q;P;}dlal y are as follows at December 31:

*\(:‘ 2012 2011
C’ 4 ,)\
Car § 2000000 § 3536732
ETV, L o A\} i 2,240,000
<’§3 Zl:o’tw‘:jl‘,l}fl g{al{j $ 2,000,000 _§ 5776732

%
The note paya'lﬁe:t‘o Coﬁ% k d/ ocla/ j ith Carbon includes a fixed interest rate portion, $2,000,000 at
an interest rate of 5 6:{6%, O?Di 3m (é 1 2012, Repayment on the note is determined on a quarterly
commitment structure B‘asecﬁbn tha an mg loan balance with final maturity in 2014. Based on the
outstanding loan commltn’i ent é\%ﬁ)ecéi Qex 3¢ 2012, the Company is not required to make principal
payments until 2014. This n é 1301 Yoyid sgp afi able revolving loan that has a limit of $5,326,721, as
of December 31, 2012, The ny;oivn& ntal variable inferest rate based upon the British
Bankers Association London Inte% ; J d Rg)ﬁ {(K?QQR) which was 0.21% on December 31, 2012,
plus a margin of 1.50% to 2.00% that 1 d baed 6n’ 1. Company performance. The revolving loan
limit decreases guarterly and avalhblhty\ Eeasé gn 0; 6f December 31, 2012, the unadvanced
balance on the revolving loan totaled $5 326}%(3/1 l‘ll@}t ev’:lving ld"e)/has a commitment fee of 0.25% for
unadvanced balances.
ﬁf /Z/ C

The note payable to CoBank associated with ETV fEC onf ?allfvﬁ‘m lté?r ount of 5,320,000 was
originated in January 2009 to provide funding for the };BEC set e ha ;f'and contains a variable
interest rate based upon the LIBOR (which was 0.21% on Degh beér fé; @ margin of 1.50% to
2.009% that is adjusted based on Company performance. Noter ents al 6'2”011 quarterly fixed
amotunts of $140,000, with the final payment due April 20, 2019. }) ur mgfz/\ 12, t}{éconapdily paid off the
note payable to CoBank associated with ETV-LLC. @@

The stock of all members of the consolidated group was pledged to con% jate fhe lodi agreements
with CoBank. In addition to the pledge agreement, the notes payable are secur efi}(y Arll real aqc& personal
property of the Company. U N

\‘ ! -
The notes contain certain affirmative and negative covenants, including maintenance of certmﬁf__ﬁhaﬁdi%
ratios as defined by the agreement. ’ C‘?O

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

%)
ks(fl(p_come tax expense consists of the following for the years ended December 31:

Joa
[ £

2012 2011
O,
{n ent P
Fege)alo § 1170880  § 276418
State’J 2 181,130 42,859
‘C)
Defer 19(\1\!(( ) /i (\(‘@ 382,993 1,151,846
Totaly 0Y1e 14 e}fpen§e 1,735,003 1,471,123
QOGRS
. 4,\
Income tax expensé . igssnﬁ% JOI]C;?) /Z/ P
gpelatlllg O &) /,(« 303,353 202,304
onregulated é\ 5\ {\/?) <’ ~ 1,431,650 1,268,819
5(’ D
Total income tax expéx\s'g 4 C;,/?Z/ 4;’;7 $ 1735003 $ 1471123
RN -
A L .
oo, 04

For the years ended December 31, 2012 anc@ 17 [rg,‘coﬂsfﬂldat{ jincome tax expense computed at the
statutory rate differs from the amount of the ex n’se reg deﬁ d tllé"‘z??ncm] statements, The difference
relates primarily to the tax exempt status of the Co il ﬁné’r ﬁ;\d stal]{pco /Z'l

The components of the Company’s net deferred tax hablllty@nsﬁggbf théil;‘pllowig at December 31:

Oy 17,39 7O
Z{g\ 7)‘;0’2‘%ﬂ 1 2011

{) - 'i}
Tax depreciation and amortization in excess of /f 7~
financial statement depreciation and amortization (é}ggso §B4) &} "$ (3,608,289)
Accrued employee benefits ‘é\ 4 (,)f\ 9,660
Investment basis difference 3@4 @ . \l ):1 6,884
Capital credit adjustments (6, 829);} (’ﬁ) U(6,641)
Total $ (3981379 S ( 57598 fgsj_
0
e

Lo

E
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 8 - Employee Benefit Plans
‘\9 xyle Cooperative sponsors two postretirement benefit plans.

Dé{ﬁ\éd contribution savings plan - The Company has a defined contribution 401(k} savings plan for
all elléi}.}lh employees that is administered by the National Telecommunications Cooperative Association

oy éA} 2

The Coofi% 1ve d Carbon employees can make voluntary contributions to the savings plan, with the
Compa A ﬁ%tg n pleyee}cont: ibutions to the savings plan up to four percent of annual salary. In
addltlon t}}P\ othpa 1y'\’na ; 1ts discretion, contribute up to an additional eight percent of the
employee's @)maiibﬁqlalf /m tﬁ,e years ended December 31, 2012 and 2011, the Company made an
additional disct %\Qp&l ¥ }patdé pé{:tggt ercent.

ETV and ETV-LLC emi} (gyée’s?san n}%lge ydfuutaly contributions to the savings plan. The Company will
contribute to the savirigs .plah (u‘h,} ‘t@v“b fo e e basis, matching amounts up to two percent of their
annual salary if the employe‘éﬁbnn( ‘ibute 4‘3\5\;33{9&@ percent of annual salary.

’\ /s 42
The Company’s cost for the savmg§ lan ti}‘a ’j$g98 3 and $417,449, respectively, for the years ended
December 31, 2012 and 2011. Savi gg plan co ts’a\t"é c (’g“ed to expense and other accounts based on

payroll distributions. }
X o t”/(

Other postretirement plan benefits - The 0’3 rgelve s;ﬁbnﬁ 1§/&”Qeﬁned benefit postretirement plan
administered by NTCA for employees of the Coolfeﬁ tw i}]plby p:ik;{::}o july 1, 2007. The plan covers
eligible employees only and provides healthcare 1n§u seu;u:ef w life! dnsmhxz’t benefits to retirees and to
retiree’s dependents upon the retiree’s death. Eligibility: Tg-’ sé \uvg)on h/u’e datf.‘ }nd retivement at the age

of 65 or retirement based on the rule of 85.

G ;Z,,, 9.0
Obligation and funded status - The amount of benefits to be pa’i ep en oﬁ L{gnbet of future events
incorporated into a formula, including estimates of the life expecta 5 pf eﬁip‘loyee //sm vivors, years of
service rendered, and future interest rates, 4/ ; @ O 5

The accumulated benefit obligation represents the present value of all fil Q /%g/jéf‘ ts *aifnbuted to
employee service rendered prior to the measurement date and does not mclgﬁe cix@geé “‘ll})QItllle
compensation. For postretirement benefit plans, the benefit obligation is the - téumldﬂgd }geneﬁt
obligation. 4 5} /’
%o

-
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 8 - Employee Benefit Plans

-3
Q’Cleigation and funded status (continued)
<

Tha\fol%)wmg table summarizes the benefit obligation, the fair market value of assets, and the funded

statgs’as of December 31, 2012 and 2011, for the retiree health plan:

A

') O 2012 2011
Chang?, )}1 bé@efﬁg .}i‘gatmxt
SO

Beneﬁto\bllggﬂf idp, beglp hing bfear $ 2387114  § 2,404,585

e &0 ’2%\ gaste 1207

nterest cos ) :

Benefits paid /Z/,A (116,780} (105,556}

Actuarial gain A\ LE-’) @6\ (174,930) (125,093)

Benefit obligation, end of y / '/ 2,290,792 2,387,114
Change in pian assets {i) )

C’ o, O ""{"37
. - Gy e 0, X
Fair value, beginning of year 'ffg ', S /j’z/ 712,865 686,471
gy ¢ 5 M@ Vi
Actuarial return on plan assets {/ y [ a 106,930 26,394
Wt e %
Fair value, end of year Q ‘:%:) \9 'ﬁﬁ 795 712,865
{?%}, (5\ /C) { .?\'
Funded status (:),1/ f$’ 1;@0,957),;} $ 1,674,249
f‘o
(j </> O\“

The Cooperative has adopted the Compensation-Retirement Bené‘% ;2‘«* ’l‘ob}c of {Be FASB ASC that
addresses improvements in financial reporting by recognizing the’ nc‘éﬂ*stafés of a defined
postretirement plan as an asset or liability on the balance sheet, and to reco Ui b eq e 1)t~changes in

that funded status. The Cooperative is partially funding the obligation. There i$,

& 1ese t, ng Policy for
fully funding the plan. =¥ 1

Qu;
SO O

Management has elected to amortize the initial obligation, past service liabilities, and cﬁulat e -
actuarial gains and losses over a 20-year period. Amortization included in the periodic postretirement (?9
benefit cost totaled $17,213 and $16,397, respectively, for the years ended December 31, 2012 and 2011.
At December 31, 2012, accumulated other comprehensive income of $52,152 consists of unamortized
gains. The estimated net gain that will be amortized from accurnulated 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
‘&’leigation and funded status (continued)

The’?oliow111g amouats included are not yet reflected in the net periodic benefit cost and are included in
acct;jn{ulated other comprehensive income (loss) for December 31:

S A
quzr) e, A 2012 2011
e b
Accurqgiatgf{gam {1335) ( $ 52,152 $ (48,606)
Transiti ;i,obhg%mn ((} \ “""7 - (25,161)
é)‘ - 2 ﬂ‘\
Net amount re ued a‘;"fh(n{{ 5\1 eas,§" (reduction) to equity $ 52152 $  (73,767)

/gé\“”) “i ?‘A

Other plan information - 'ﬂt gaﬁ)ogying tﬁple proﬁigles the net periodic benefit cost at December 31:

pr ) | "

. Ry b

9 (}"’Zf L ZﬁY ‘- 2012 2011

Net periodic pension cost Cb “On ' "feg % $ 105671 $ 233748
[,

The periodic benefit cost is the amount 1ecogmzé51f}n thé{ Jnahclﬁ; st‘t\twhlents as the cost of the plan for
the year. Components of the net periodic benefit COSV§G; ser\n e dbkst mtél,?st cost, actual return on plan
assets, and amortization of unrecognized gains/losses }%e \?lcgcos and I;i itjal obligation.

A Q) C}
Estimated future benefit payments, which reflect expected fugg? /bel(r‘z % 's @pl S} §te, are as follows:

(’)5\
2013 $ 181009 C}) Qj)»‘ “a .
2014 190,059 K2 ('r-';%\»}# t%‘\
2015 199,562 U,
2016 209,540 &S"S} o 45
2017 220,017 “'zb E R
2018 through 2022 1,276,520 A 5{\:3 e
QD B
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EMERY TELCOM AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 8 - Employee Benefit Plans
& . . .
- Cgther plan information {continued)
0y

Nl
At ‘g?;ember 31, the assumptions used in the measurement of the Cooperative’s benefit obligation are
sho‘Qn'Hi}Zthe following table:

(O A

9] C. e Percent

Weighteﬁ}a@era“gé}assumptions as of December 31 2012 2011
ey, O

Qe Ny
Exﬁggt.'é(tré)g;t}i)l dr{?lan(;{s“‘gts 7.65 7.65
Discounit ‘tﬂ{\e’(:%‘\ C},\ /’Z/ 5.00 5.50
Rate of compeusation incfgasé 3.00 3.00

U A5
% }\8?/ QA\\

1‘gh({ggin géfgéﬁcggita cost of covered healthcare premiums was assumed to
= 3
decline by 0.50% over th%}gxt @093@;5 unf'il{it reaches a level of 5% per year. Increasing the assumed
healthcare cost trend l'ate@ . f’% &eacb(‘\ € {“}ll increase the accumulated postretirement benefit
obligation as of December 31 201 by a Qr xi'n?sﬁ Iy $54,424 and the aggregate of the service and
interest cost components of ti’l ‘ e1‘iog'5b p §/t);eti ex;jiﬁnt benefit cost for the year then ended by
approximately $7,189. " (f "“’Z/ 'Zf{%\ ?ﬁ
Qb 4,
Plan assets - Plan assets are managed by@ LA, Efatljty Q&yri\ées /primarily include investments in large-
cap companies located in the United States ai@i}eéﬁéﬁon’d@) Fi)(églj{qcome securities include corporate
bonds of companies from diversified industries, nﬁ?}}’z'gaﬁg‘(l}aé e,dgas,e::uﬂjj 15, and United States treasurles,
Other types of investments include real estate inv ,s&qerit Eys < 3nd ‘f)é:}z’;aite equity funds that follow

several different strategies. g T, e
PSR
e

A 6% annual rate 6%*"1"?;1”2

r
ggglye;@e t management and
consulting firm, Wilshire Associates, The trust committee makes{ﬁ%ﬁt At de&i};ie 1s, which begin with
a review of the assets and liabilities of potential investments and h@)m“éi s thieiy final decision based
upon obtaining the rate of return consistent with program needs. J@? in@ L%«,
’Z{’:;, -

)
The fair value of the Cooperative’s plan assets at December 31, 2012 by asset é{igo@ggre gj@:ﬂgws;
0, 0 SR
. .. Hietarchy

NTCA makes all investment decisions for the program with 'h,e“ll‘}elp%fﬁ

Percentage of

Asset Type Plan Assets Amount ¢ Level 2.
S

. . + iy
Domestic equities 23% $ 188,550 1 (%}
International equities 32% 262,335 1 S
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

6}1 he Cooperative is a non-stock cooperative organized to provide local telephone service to its patrons.
REVenues from patrons in excess of the cost of providing service on an annual basis is, by contract with
thepatron, consider ed a contribution of capital to the cooperative and is allocated to patrons on the basis
of thefr, }o‘ml patronage. Margins received from sale of goods or services other than telephone service are
nd’n}pel ati /ng and are credited to patron accounts after losses are recovered. Operating losses are not
allo¢ated,to fp_g:ltt ons. Capital accounts are repayable to patrons or their successors only at the discretion
of the BJAI\d of-Birectors provided, however, that the financial condition of the cooperative is not
1mpa119§?)(1{ung 0}%\ patlonage capital assigned was reduced by $378,875 with $367,812 that was
returned to.pations al‘%@ll Of? was retained by the Company as a result of discounting early patronage
d]Stllbuthh‘Sf ut gg 2 ge Capital Assigned was reduced by $390,438 with $368,987 that was
returned to ;‘J“a"tfb é\c‘n}jzi 1 vffé; letamed by the Company as a result of discounting early patronage
distributions. 6\

fs; LQ‘:) (ﬁb

Note 10 - Revenue fi"(\ ‘9 ‘-

§ /(P
Wireline and miscellaneous e)'::;ting l)evéjlu %)smt of the following for the years ending
December 31;

Cé _
Q OQ,»: @Q {{ 2012 2011
@ff ., Of '{:Z"
Wireline '%:/ s |, CQ(X /<\ .
Customer /Z;‘,'f Q ?81 577 $ 5,897,196
Intercarrier C‘ ¢ 0 /7"
% ? ¥

Interstate ’CED d\ @1 9??0 6,028,915

Intrastate & \g "1(%2; ,7 1,362,207
Universal Service support - federal (‘“\ KS?{O 783, 1,369,436
Universal Service support - state “( 1 0’38 7f4\ 1,038,714

7
% 46) Lj{s\
Total wireline revenues 16 481&32/34 (’“ 15,696,468
EA\
) () T N
Miscellaneous ( ) WU

Equipment sales, leasing, and installation 304,960 "\. @62 ?(20
Directory 278,130 585 611 7
Rent 82,120 88,676 (7o
Other 871,993 063,959 ?
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 {(continued)
Slwicali . .
-(‘Wu‘elme revenues consist of the following:

° {(3 s&omel revenues include end user charges, such as the subscriber line charge, Federal Universal
rvﬁe Charge, and ARC.
° C Umvel sgl zei vice support includes the amounts received from USF for HCLS, LSS, ICLS, CAF, and Utah
Utl@ls nvice,
s All a@e ] chﬁ?e and settlement revenue, except as described above, is classified as intercarrier
i
ol
g{‘\ [/ é’(‘\ C:%Zs’
) -

LS’
Note 11 - G témlf Pajty Debt
ote uar \e Qf; eae‘c\l\ a{t}r e

UFN is a facilities- baf:é‘gkqmmmung Dns §e>{ice provider in Utah. The Company’s equity ownership of
UEN was approximately 19:8% ¢, Qe embei” 31 2012 and 2011, The Company guaranteed a portion of
the debt of UEN related to ﬁ()\ggn fssor 'y die t atvas used to purchase switching and other equipment
for its state-wide fiber network\‘(.\'l‘ 1§}s an aj or tlf{ g note, paid quarterly, with its final payment due
january 24, 2015. Debt guar antee b,y the éomgﬁ gehaif of UFN at December 31, 2012 and 2011
amounted to approximately $120, 640\al1d 5;6?9};1* 1% {F\zely

SN
Ly, &, 9
‘S‘*,/Zf) C{'j\
Y e S
%/i/ (j)\ Uf}s
TSy 0,
0
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<<\ PORT OF INDEPENDENT AUDIT ORS ON CONSOLIDATING INFORMATION

To th%"&rd % ectors

Einu"%;e!é&('r
O /1/ <<\O

We have aude@\ 15l tc‘f} ncial statements of Emery Telcom and subsidiaries as of the year
ended Decemb an our %attheteon dated April 12, 2013, which expressed an unmodified
opinion on those ckQ ol ] {1 ments, appears on page 1. Our audit was conducted for the
purpose of forming 5& Qnng) on{@: cofgohdated financial statements as a whole. The following
consolidating informatio gent urposes of additional analysis of the consolidated
financial statements rather % €11 ;}}’Z, N ﬁ ial position, results of operations and cash flows of
the individual companies, an un art of the consolidated financial statements.
Accordingly, we do not express an i‘mo é #&ﬂosmon, results of operations, and cash flows

of the individual companies. O O ,q (
Moss Dhems LLP

g Q
Overland Park, Kansas C\,? O@ § ’?47
April 12, 2013 Py
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$ Communication with Those Charged with Corporate Governance Under
CQ)B/ Auditing Standards (AU-C Sections 260 and 265)

Oui (é}gonsibility under US Generally Accepted Auditing Standards
3

Ourlids o‘%\i ility, as described by professional standards, is to express an opinion about whether
the fifacial stdyements prepared by management with your oversight are fairly presented, in all
material Y€spectSyin conformity with U.S. generally accepted accounting principles. Our audit of the
financ@g{aﬁ@‘p;en% 9065 ;Et, relieve you or management of your responsibilities,

Sensitivé%ﬁ%%&ing@;ﬁ?ﬁ;&s
" allfratidh as!s"' ué{ﬁ]ﬁ te transactions and intercompany cost allocations
NSRRI S

= Depreciation /S, \(9'_’) O /l’))

»  Part64 ad}ustmené\/:‘\v’ e /?O ~7
I KON PN .
3 [istimates inherent to ﬁ\@{glt&{‘g{e é&g m@a ment testing

Difficulties in performing tﬁg?jd@/p ‘/% ’?/D
PNINY

N Q
one O/ QO({H <‘>OO 47(/
Corrected and uncorrected nlisstatcm{{j/és)@f ’f’“@ ) /1{<\

See attached lists. /l?% %@ Qlf)

Rates and

G0, % 8 1,
Disagreements with management );, hS) Z() }/\,
. 4%
None 6\ )\ o <p
>
Management representations O OC‘ rf- N 75
9
We have requested certain representations from management that aréﬁ;ﬁalu@ggﬂl(é:%glanagement
representation letter dated as of the report date, 629 O (5:&
0, 7
Management consultations with other independent accountants O/T/ Q o (’;:}'
o 053
None C_S.) N y
)
Other findings or issues ‘?

None

Governance communication information
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& Discussed verbally with: Board of Directors at April Board Meeting

‘G i sion: Bi arinner delivered to Board on April 25, ¢
Dalsé'\éf‘giscuss Bill Wi delivered to Board on April 25, 2013
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