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The Champaign Telephone Company
Certification of Compiiance with Applicable ^rvice Quality Standards and Consumer

Protection Rules

Service Qualitv Standards 

The Company:

• Provides voice grade access to the public switched network.
• Provides flat rated local exchange service with no additional charge to end users.
• Provides access to the emergency services provided by local government or other public safety 

organizations, such as 911 and enhanced 911.
• Provides toll blocking and toll limitation services.
• Advertises the availability of its services and the charges using media of general distribution and 

on its website.
• Maintains a business office providing customei^ with access to a customer service representative 

either in person or via a local telephone call or toll-free telephone number during normal business 
hours.

• Directs after hour calls to the Company’s help desk.
• Directs trouble reports to the on-call technician.
• Tracks ati service orders to ensure they are completed in a timely manner.
• Measures its service connection and service Interruption performance on a regular basis.
• Trains employees to:

o Answer all incoming calls promptly.
o Respond to all inquiries for information promptly and courteously, 
o Investigate thoroughly all customer complaints and handle appropriately according to the 

Company's guidelines for resolution of customer complaints, 
o Be knowledgeable about products and service offerings so they can assist the customer 

with selecting the best service option.
• Has a process for periodic inspection, testing and preventive maintenance of Hs equipment to . 

permit the rendering of safe, adequate and continuous service at all times.

Consumer Protection Rules

The Company has established operating procedures designed to facilitate compiiance with applicable 
consumer protection rules which include compliance with the Customer Proprietary Network Information 
(CPNI) rules. The operating procedures include:

. • Appointment of a compliance officer.
• A manual detailing the specific procedures for protecting consumer information.
• Employee training on an annual basis.
• A disciplinary process for improper use of consumer infoimation.
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The Champaign Telephone Company 
Functionality in Emergency Situations

Back~Up Power

All Central Office equipment power is backed up via an 8-hour battery system and a fixed diesel 
powered generator with a 2500 gallon tank.

Major remote offices have an 8-hour battery system with a fixed propane or naturai gas 
generator. One office does not have a fixed generator, but can be powered via a mobile diesel 
generator stored at the Central Office garage.

Minor remote terminals have an 8-hour battery system and can be supported with one of seven 
portable gas generators stored at the Central Office garage

Rerouting of Traffic around Damaged Facilities

AH inter-carrier traffic, except for the Windstream office in St Paris, OH, are on optic rings with 
diverse routing within the ILEC region. St. Paris connection is provided by copper T1 spans 
between the two Central Offices.

Traffic Soikes

The voice switch network (loop carrier capacity included) is designed with a maximum of 4:1 
oversubscription. In most cases, the oversubscription is 3:1.
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T?)e Champaign Telephone Company 

Lifeline Tem»e and Conditions

The Champaign Telephone Company o^rs Lifeline program>supported service to quali^d iowwncome 
residential consumers for one telephone line per eligible household. The Lifeline program provides 
discounts to eligible low-income consumers to help them establish and rrraintain telephone service. 
Lifeline assistance iowers the cost of basic, monthly local telephone service. Eligible consumers can 
receive $9.25 per month in discounts. In addition, the Federal Universal Service Charge is not assessed 
to consumers participating in Lifeline. Toll Blocking prevents the placement of all long distance calls for 
vtrhich a subscriber would be charged. Toil blocking is available to eligible consumers at no cost. Also, by 
choosing this oii^ion, consumers are usually not charged a deposit.

Ltfellrie Program EllalblHtv Information

Program Based ElloibHitv

Consumers are eligible for Lifeline if they, one of their dependents or their household participate in one of 
the following qualifying assistance programs:

Medicaid
Federal Public Housing Assistance (Section 8)
Low Income Housing Energy Assistance (LIHEAP)
Supplemental Nutrition Assistance Program (SNAP, formerly Food Stamps)
Ohio Works First/Temporary Aid to Ne^y Families (TANF)
National School Lunch Program Free Lunch Program 
Supplemental Security Income (SSI)
SSI - Blind and Disabled (SSDl)
Generat/Disability Assistance

Lifeline applicants must present documentation demonstrating eligibility either through participation in one 
of the qualifying federal assisteince programs or through income-based means.

Accepteble documentation of program-based eligibility includes: current or prior year’s statement of 
benefits from a qualifying state, federal or Tribal program; notice letterof participation in a qualifying state, 
federal or Tribal program; program participation documents; or another official document evidencing the 
consumer's participation in a qualifying state, federal or Tribal program.

Income Based EHoiblUtv

In addition, consumers are eligible for Lifeline if their household income is at or betow 150% of the federal 
poverty guidelines.

Acceptable documentation of income eligibility includes: prior year’s state, federal or Tribal tax return; 
current income statement from an employer or paycheck stub; social security statement of benefits; 
Veterans Administration statement of benefits; retirement/pension statement of benefits; 
unempioymen^workmen’s compensation statement of benefits; federal Tribal notice of letter 
participating in General Assistance; or a divorce decree or child support award or other official document 
containing income information.

are met); or the Food Distribution Program on Indian Reservations (FOPIR). Tribal subscribers may also 
qualify if the household incorr>e is at or below 150% of the Federal Poverty Guidelines.
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Numbers of Minutes-of-Use Provided as Part of Lifeline Program Service

The Champaign Telephone Company's Voice Lifeline service includes unlimited local minutes-of*use 
within the toll-free calling area. The Champaign Telephone Company’s Voice Lifeline Plan does not 
indude any free minutes-of-use for toll. Toil is billed at the standard toN rate depending on which 
interexchange carrier the consumer subscribes to for toil service. As part of the Lifeline service, Toll 
blocking is avaiiable to eligible consumers at no cost.

Rates

Subscribers may receive the Lifeline credit on any type or grade of bcal service, Including bundled 
services that are normally offered by The Champaign Telephone Company. Advertised rates do not 
Include any applicable taxes or surcharges.

Recertification of Lifeline EliolbHitv

Lifeline recipients are required to recertify their eligibility annually. Failure to properly recertify a recipient's 
continued eligibility for the Lifeline program will result in termination of the Lifeline recipient’s monthly 
Lifelir>e discount and de-enrollment from the Lifeline Program.

Additional Ltfellne Program Information

The Lifeline program is limited to one benefit per household, consisting of ekher wireline or wireless 
service. A household is defined, tor purposes of the Lifeline program, as an individual or group of 
individuals who live together at the same address and share income and expenses. Lifeline is a 
government benefit program, and consumers who virillfully make tolse statements in order to obtain toe 
benefit can be punished by fine or imprisonment or can be barred from the program.



CONFIDENTIAL. NOT FOR PUBLIC INSPECTION

The Champaign Telephone Company 

Financial Report 

December 31y 2012
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C«<tKlMi Pobtk Ai

To ttie Board of Directors
The Champaign Telephone Company

Independent Auditor’s Report

We have audited the accompanying consolidated balance sheets of The Champaign Telephone 
Company and subsidiaries as of December 31, 2012 and 2011, and die related consolida^ 
statements of income, comprehensive income, shareholders’ equity, and cash flows for the years 
then ended, and the related notes to the consolidated fmancial statements.

AfanagemenVs Responsibility
Management is responsible for die preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America. This 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fmr presentation of financial statements that are free from material misstatement, whether due to 
fraud or error.

A uditors ’ Responsibiiity
Our responsibili^ is to express an opinion on these financial statemmts based on our audit We 
conduct^ our audh in accordance wi^ auditing standards g^erally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtmn reasonable assurance 
about tiie financial statements are fiee of material misstatement

An audit involves perfomiing procedures to obtain audit evidence about the amounts and disciosures 
in tiie financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of materia! misstatement of the fmancial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
prqiaration and &ir presentation of the financial statements in order to design audit procedures that 
are appropriate in tiie circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating tiie overall pres«itation 
of the financial statements.

We believe tiiat tiie audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion.
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Opinion
In our opinion, Hic consolidated financial stat^ents referred to above present in all material 
respects, the financial position of The Champaign Telephone Company and subsidiaries as of 
December 31,2012 and 2011, and the results of their operations and their cash flows fijr the years 
then ended in conformity whh accounting principles generally accepted in the United States of 
America.

April 2,2013
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The Champaign Telephone Company 

Consolidated Balance Sheets

Assets
December 31, 

2012
December 31, 

2011

Current assets
Cash and cash equivalents
Accounts receivable, less allowances of $69,784 in 2012 

and $93,632 in 2011
Federal income tax receivable
Defeired income tax
Materials and supplies, at average cost
Prepaid expenses and other

$ 195,279

426,417
165,665
57,646

612,401
82,961

$ 721,891

645,674
152,689
122,478
617,210
46,932

Total current assets 1,540,369 2,306,874

Noncurrent assets
Investments - at equity 
investments • at cost 152,748

20,993
152,748

Total noncurrent assets 152,748 173,741

Telecommunications plant
Plant under con^^(^on
Telecommunications plant in service
Less accumulated depreciation

44,227,015
33,600,721

133,430
42,755,417
31,364,013

Telecommunications plant, net 10,626,294 11,524,834

Total assets $ 12.319.411 $ 14.005.449

The accompanying notes are an integral part of the financial statements.
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CONFIDENTIAL. NOT FOR PUBLIC INSPECTION

The Champaign Telephone Company 

Consolidated Balance Sheets

Liabilities and Shareholders' Equity

Current liabilities
Current maturities of long-term debt 
Accounts payable 
Dividends payable 
Accrued expenses

Total current liabilities

Noncurrent liabilities 
Long term debt
Accrued postretirement healthcare expense 
Deferred federal income taxes

Total noncurrent liabilities

Shareholders' equity
Common stock, par value $0,625 per share; authorized 

1,000,000 shares, issued and outstanding, 415,105 shares 
in 2012 and 415,805 shares in 2011 (excluding 10,700 
shares and 10,000 shares in treasury, respectively) 

Treasury stock - at cost 
Retained earnings
Accumulated other comprehensive income 

Total shareholders' equity

Total liabilities and shareholders' equity

December 31, 
2012

$ 320,278
60,900

110,599

491,777

593,052

1,932,665

2,525,717

266,128
(224,150)

9,259,939

9,301,917

December 31, 
2011

$ 306,211
521,699 
120,584 
174,904

1,123,398

911,700
324,926

2,030,200

3,266,826

266,128
(210,000)

9,272,060
287,037

9,615,225

$12319.411 % 14.005.449

The accompanying notes are an integral part of the financial statements.
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CONFIDENTIAL, NOT FOR PUBLIC INSPECTION

Tbe Cbampaign Telephone Company 

Consolidated Statements of Income

Years Ended
December 31, December 31,

2012 2011
Operating revenues

Lx)cal service $ 2,368,821 $ 2,474,819
Network access, billing and collection 3,229,694 3,827,146
CTTV video 947,934 895,817
Internet 1,510,189 1,453,888
Miscellaneous L334.405 1.525.793

Total operating revenues 9.391.043 10,177.463

Operating expenses
Costs of providing services 5,348,027 5,548,762
Corporate operations 1,312,371 1,278,452
Depreciation and amortization 2,460,160 2,585,431
Other operating taxes 54,719 54,583

Total operating expenses 9.175.277 9,467,228

Operating income 215,766 710.235

Other income (expense)
Investment income 233 4,340
Equity income of investees - (118,629)
Interest expense (49,467) (66,460)
Gain (Loss) on retirement of assets 1,448 (54,941)
Gain on termination of postretirement benefit plan 173,672 -

Other income (expense), net 125.886 (235,690)

Income before income taxes 341,652 474,545

Income taxes 159.288 172,898

Net income S 182,364 $ 301-647

The accompanying notes are an integral part of the financial statements.
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CONFIDENTIAL. NOT FOR PUBLIC INSPECTION

The Champaign Telephone Company 

Consolidated Statements of Comprehensive Income

Years Ended
December 31, 

2012
December 31, 

2011

Net Income

Other comprehensive income (loss): 
Postretiremeat benefit plan:

Gain on termination of plan 
Net actuarial gain 
Amortization of actuarial gain 

included in pension expense 
Amortization of prior service gmn 

included in pension expense

Other comprehensive income (loss) before tax

Income tax expense (benefit) related to other 
comprehensive income (loss)

Other comprehensive income (loss), net of tax

Comprehensive income

$ 182,364 $ 301,647

441,080
39,101

(19,217)

(23,665)

441,080 (3,781)

154,043 (1,320)

287,037

S 469,401

(2,461)

$ 299,186

The accompanying notes are an integral part of these financial statements.
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CONFIDENTIAL, NOT FOR PUBLIC INSPECTION

The Champaign Telephone Company 

ConsoUd&ted Statements of Shareholders' Equity

Additional
Common

Stock
Paid-in
Capital

Treasury
Stodc

Retained
Eammgs

Balance, Dec<anber 31,2010 $ 44S,400 $ 100,000 S (7,776,669) $ 17,107,953

Dividends > $1.16 per share (492,300)

Net income 301,647

Treasury stock purchases (360,843)

Retirement of treasury stock (182,272) (100,000) 7,927,512 (7,645,240)

Balance, December 31,2011 266,128 - (210,000) 9,272,060

Dividends - $1.16 per ^are (481,522)

Net income 182,364

Treasury stock purchases (14,150)

Terminaticm ofacoued postretiiernent 
healtiicaie liability, net of 
deferred tax e7q>ense of 
$154,043 287,037

Balance, December 31,2012 $ 266,128 S - $ (224,150) $ 9,259,939

The accompanying notes are an integral part of the financial statements.
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CONFIDENTIAL. NOT FOR PUBLIC INSPECTION

The Champaign Telephone Company 

Consolidated Statements of Cash ¥1ows

Years Ended

Operating Activities 
Net income
Adjustments to reconcile net income to net 

cash provided by oj^rating activities: 
Depreciation and amortization 
Equity (income) loss from investments 
Deferred federal income taxes 
Loss on retirement of assets 
Changes in operating assets and liabilities: 

Accounts receiv^ie 
Materials and supplies 
Other current assets 
Accoimts payable 
Other current liabilities 
Accrued postretirement healthcare expense

Net Cash Provided by Operating Activities

Investing Activities
Purchases of tel^bone plants net

Financing Activities
Payments of principal on amounts borrowed 
Cash dividends paid 
Treasury stock purchase
Net Cash Used in Financing Activities

Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Year

Cash and Cash Equivalents at End of Year

Supplemental disclosures of cash flow information;
Cash pmd during the year for:

Income taxes
Interest

December 31, 
2012

$ 182,364

2,460,160
20,993

(32,703)

219,257
4,809

(49,005)
(460,799)

(64,305)
(324.926^

1,955,845

iL561,620)

(304,581)
(602,106)

(14.1501
(920.8371

(526,612)

721.891

$ 195.279

222.604

49.467

December 31, 
2011

$ 301,647

2,585,431
118,629
(77,153)
54,941

(31,994)
(289,457)
261,180
113,720

(100,828)
(245.2451

2^0_,871

(1.571.0611

(360,493)
(492,300)
(360.8431

(1.213.6361

(93,826)

815.717
$ 721.891

155.520
65.106

The accompanying notes are an integral part of the financial statements.
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CONFIDENTIAL. NOT FOR PUBLIC INSPECTION

The Champaign TeJepbone Company

Notes to Consolidated Financial Statements 
December 31,2012

Note 1 - S^ificant Accounting Policies 

General Description of Business
The Champaign Telephone Company is an independent telephone company which provides 
telecommunications services to individuals and businesses loca^ in Champmgn Coun^, Ohio. 
The Company also provides access services to interexchange earners who sell long distance 
telephone service to their subscribers,

CT Communications Inc. provides long-distance, Internet, message center services and other 
non-regulated services.

CT Communications Network, Inc., is a CLEC (Competitive Local Exchange Carrier). The 
Company provides telephone and internet service outside the Company's local exchange. It also 
provides video service, under the brand name CTTV, both inside and outside the Company's 
local exchange.

Consolidation
The consolidated dnanctal statements include the accounts of Tlte Champaign Telephone 
Company, CT Communications, Inc. and CT Communications Network, Inc. Inter-company 
investments, accounts receivable and payable have been eliminated in consolidation.

Significant Accounting Policies
The Company maintains its accounts in accordance with the Uniform System of Accounts 
prescribed for telephone companies by the Federal Communications Commission (FCC). The 
financial statements reflect the application of the significant accounting policies described in this 
note and have been prepared in conformity with accounting principles generally accepted in tiie 
United States of America.

Estimates
The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires managemeit to make estimates and assumptions tiiat affect 
certain reported amounts and disclosures. Accordingly, actual results could differ from tiiose 
estimates. The Company’s financial statements include significant estimates related to: the 
allowance for doubtful accounts in receivables, composite depreciation rates, certain service 
revalues earned but not billed, and interstate access revoiues that are subject te future adjustment 
upon final settlement of revenue pools administered by the National Exchange Carrier Association 
(NECA).



CONFIDENTIAL. NOT FOR PUBLIC INSPECTION

The Champaign Telephone Company

Not^ to Consolidated Financial Statements 
December 31,2012

Note 1 > Significant Accounting Policies (Continued)

Telephone Plant and Depreciation
Telecommunications plant is stated at the original cost of construction including capitalized payroll- 
related expenses and an allowance for funds used during construction (AFUDC). No AFUDC was 
capitalized in 2012 and 2011. The original cost of depreciable property retired, together with 
removal cost less salvage realized is charged to accumulated depreciation. No gain or loss is 
recognized in connection with ordinary retirements of depreciable property. Maint^ance, repairs 
and minor renewals are expensed as incurred.

Depreciation on telecommunications plant for financial statement purposes is computed by the use 
of the straight-line method, vriiich is estimated to allocate the cost of depreciable plant equally over 
its estimated s^ice life. Lives used are those approved by the Public Utilities Commission of Ohio 
(PUCO). The annual composite rate was 5.7% and 6.1% in 2012 and 2011, respectively. For 
federal income tax purposes, depreciation is computed by the use of accelerated methods.

Revenues
Local service revenues are derived from local telephone exchange service within Champaign and 
Logan counties. The rates at which the Company can charge a customer for this service are approved 
by the PUCO.

Compensation for interstate access services is received throu^ tariffed access charges filed by 
NECA with the Federal Communications Commission (FCC) on behalf of the member companies. 
These access charges are billed by the Company to the interstate interexchange carriers, and pooled 
with like revenues from all NECA member companies. The portion of the pooled access charge 
revenue received by the Company is based upon its actual cost of providing interstate access service, 
plus a return on the investment dedicated to providing that service.

Compensation for intrastate access services is received through tariffed access charges filed with tiie 
PUCO. These access charges arc billed to the intrastate long distance toll carriers and retained by 
tile Company. The Company has also negotiated contracts for tiie vision of billing and collection
services and received compensation for tiiis service.

Directory rev^ues result from billings charged for yellow pages advertising and other directeiy 
listing changes. Internet charges are billed to customers based on a monthly service charge. All local 
and access revalues are recognized in the period in which tii^ are earned regardless of the period in 
which they are billed.



CONFIDENTIAL. NOT FOR PUBLIC INSPECTION

The Champaign Telephone Company

Notes to Consolidated Financial Statements 
December 31,2012

Note 1 • Significant Accounting Policies (Continued)

Accounts Recelvid>ie
Accounts receivable from customers are carried at their billed amounts. Credit is generally 
extended on a short-term basis; thus receivables do not bear interest, although a late payment 
chmge may be applied to receivables that are past due. Receivables are periodically evaluated 
for collectability based on the past credit history of the customer. Accounts deemed to be 
uncollectible by management are charged against the bad debt reserve and sent to collection. 
Provisions for loss^ are determined on the basis of known and inhei^t risk in accounts 
receivable.

Deferred taxes
Deferred taxes are provided on temporary differences arising from assets and liabilities whose 
basis are different for financial reporting and income tax purposes, primarily due to d^reciable 
assets, bad debt reserves and postredrement benefits.

Investments
Investments carried at cost that are not readily marketable are valued at cost unless a significant 
known impainnent exists at which time th^ are reduced to fair market value.

Cash and Cash Equivalents
For purposes of statement of cash flows, the Company considers all highly liquid investments 
purchas^ with a maturity of one month or less to be cash equivalents. Cash equivalents consist 
primarily of mon^ market accounts. Int^est bearing cash deposits at banks are insured by the 
Fed^l Eleposit Insurance Corporation up to $250,000. Non-interest bearing accounts are fiilly 
insured through December 31,2012. Beginning January 1,2013, non-interest bearing accounts are 
subject to die same $250,000 limitation as interest bearing accounts. As of December 31,2012 the 
Company had no deposits in excess of the FDIC insurance.

Reclassifications
Certain 2011 amounts have been reclassified to conform witii the 2012 financial statement 
presentation.

Subsequent Ev^ts
Management has evaluated potential subsequent events through April 2,2013, the date the audited 
financial statements were available to be issued.
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The Champaign Telephone Company

Notes to Consolidated Financia] Statements 
December 31,2012

Note 2 - Telecommunications Accounts Receivable

The Company's business activity consists primarily of providing local telephone service to 
customers residing in Champaign County, Ohio and connecting various long distance telephone 
carriers to stud customers. Net receivables from long distance carriers as of December 31, 2012 
and 2011 were unsecured and totaled $369,719 and $360,428, respectively. The company does 
not require collateral or other security from long distance carriers.

Note 3 - Federal Income Taxes 

The provision for income taxes consists of the following:

2011

Current

Deferred

Total

Federal State Federal State

$ 178,252 $ 13,739 $ 232,115 $ 17,936

(56.0151 23.312 (73.2551 (3.8981

$ 122.237 $ lii 158 860 ■$ 14.038

The Champaign Telephone Company and its subsidiaries file consolidated r^ums for federal 
income tax. For financial reporting purposes, each company computes its federal income tax as if 
it were filing a separate return.

The net deferred income tax liability at December 31,2012 and 2011 consists of the following:

2012 2011
Depreciation differences 
Postrefirement liability 
Future municipal book to tax deduction 
Other

$(1,981,143)

20,485
85J39

$(2,200,187)
178,309
23,899
90.257
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The Champaign Telephone Company

Notes to Consolidated Financial Statements 
December 31« 2012

Note3—Federal Income Taxes (Continued)

The Company's net deferred tax asset and liability consists of.

2012 2011
Qnrent
Deferred tax assets

Non-current 
Deferred tax assets 
Deferred tax liabilities 
Net non-current tax liability

Net deferred tax liability

57,646

60,936
(L993.6Qn
(1,932,665)

122,478

169,987
(2200,187)
(1,986,195)

.907.7221

As of December 31, 2012, The Champaign Telephone Company’s income tax returns for the 
years ended December 31,2009, December 31,2010, and December 31,2011 remain subject to 
examination by the Federal and Ohio tax authorities.

Note 4 - Employee Benefit Plans

The Company sponsors a 401k plan (defined contribution plan) and corresponding profit sharing 
plan covering substantially all employees. The Company contributes $.50 for every $1.00 deferred 
by a participant up to die first 5% of ^ployee’s salary. Qmtribution expenses under die cash ordeferred profit sharing plan and trust for 2012 and 2011 were $35,330 and ^6,548, resj^ively. In 
2012 the Company did not make a profit sharing contribution to the defored profit sharing plan and 
trust.
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The Champaign Telephone Company

Notes to Consolidated Financial Statements 
December 31,2012

Note 4 - Employee Benefit Plans (Continued)

The following amounts relate to the Company’s postr^rement benefit plan:

Postretirement Benefits.
2012 2011

Benefit obligation at
December 31 $ $ (324,926)

Fair Value of plan assets
December 31 - -

Funded status $ $ t324.926'»
Accrued benefit cost recognized 

in the balance sheet 1 $ m4.926\

Effective December 2012, employees and retirees are no longer covered under this plan. As 
compensation for relinquishing this benefit active employees received a lump sum payment 
totaling $185,638 in 2011 and retirees received a lump sum payment of $129,000 in 2012. The 
income evolving fiom the termination of this plan is included in other income.

Note 5 - TeiecomrauDicafions Plant 

The major classes of property are listed below: 

Telecommunications plant:
2012

Land and building 
Centra] office equipment 
Customer premise equipment 
Telephone distribution plant 
Furniture and office equipmmt 
Gen^ purpose computers 
Vehicles
Other work ^uipment 
Internet equipment 
M^sage center equipment

Total

$ 3,205,768 
14,058,370 

549,135 
20,867,182 

252,082 
1,756,359 

780,510 
569,985 

2,001,970 
185.654

$44.227.015

2011

$ 3,188,023 
12,933,793 

511,502 
20,514,664 

295,899 
1,745,634 

799,149 
574,640 

1,998,847 
193.266

$42.755.417
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The Champaign Telephone Company

Notes to Consolidated Financial Statements 
December 31,2012

Note 6 - Investment — Cost Method

The Company holds CoBank patronage equity shares of $152,748 at December 31,2012 and 2011, 
respectively. The investment is stated at cost and has not been tested for impairment. Complete 
liquidation of this investment is expected over the next six years.

Note 7 - Investments - Various Fiber Farms Entities

CT Communications, Inc. (a wholly owned subsidiary of Champaign Telephone Company, Inc.) 
owns a 50% interest in Fiter Fanns, LLC, Logan County Fiber Farms, LLC (LCFF) and Fiber 
Farms WCO, LLC (WCO). Certain alleged contractual commitments relative to these 
investments have come to light that were not approved by the Board of Directors of Champaign 
Telephone Company and it is tiie position of Champaign Telephone Company that tiiese alleged 
contracts are not legally binding.

Negotiations are ongoing with the other investor in the Fiber Farnis investments. The outcome 
of ^ese negotiations is uncertain.

The Company’s Fiber Farms investments are all accounted for using the equity method. Under 
tile equity method of accounting the investment is carried at cost, adjusted for the Company’s 
proportionate share of undistributed earnings or losses.

Fiber Farms LLC is a sales and marketing firm that sells and markets fiber facilities.

Logan County Fiber Farms, LLC (LCFF) was established to build a fiber optic ring around 
Bellefontaine, Ohio. Since January of 2010 LCFF has presented invoices to CT totaling 
$185,760 for tiie lease of fiber strands. CT disputes the validity of these invoices and has made 
no corresponding payments. LCFF has withheld distributions due to CT as an offset against the 
unpaid fiber strand lease invoices. Expenses associated with the disputed fiber lease have not 
been recognized and, accordingly, corresponding revenues have not been recognized by LCFF 
for purposes of this financial statement. After making this adjustment, the Company’s equity 
investment in LCFF at December 31, 2012, has been reduced to zero. The Company’s 
operations in Bellefontaine are dependent on access to the fiber ring owned by LCFF.

Fiber Farms WCO, LLC (WCO) was established to construct a fiber line connecting the 
Bellefontaine and Columbus fiber rings. Construction of this fiber line is being financed by a 
line of credit with Richwood Banking Company totaling $2,450,000. This line of credit is 
secured by the assets of Logan County Fiber Farms, LLC. As of December 31, 2012, WCO has 
borrowed $1,526,932 to cover construction costs. The value recognized on the Company’s 
balance sheet is zero for this investment because WCO is in the developm^t stage and had 
negative equity at December 31,2012.
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The Champaign Telephone Company

Notes to Consolidated Financial Statements 
Oecember 31,2012

Note 8 - Long-Term Debt

In 2010, Ae Company entered into a loan ^reement wiA Security National Bank to finance Ae 
buyback of company stock and dose out Ae loan wiA Citizens Bank. The agreem^t established a 
loan of $1,578,404 at a 4.5% interest rate per annum. In February 2011 Ae Company started to 
repay Ae loan in sbtty equal monAly payments of $29,563 plus interest. The note is secured by all 
Ae Company’s inventory, chattel paper, accounts, equipment, general intangibles and fixtures.

The Company also has a ^ured line of credit wiA Security NatitMial Bank for up to $600,000 
wWch ejqjires on December 5,2013. The security agreement gives Ae Bank a security interest in all 
Ae Company’s mventory, chattel p^)er, accounts, equipment, general intangibles and fixtures. 
Currently nothing has been bonowci against Ais note. The interest rate charged on any funds tiiat 
are borrowed would be Ae greater of 4.0% or Ac Prime Rate as rqx>rted by Ae Wall Street Journal, 
which was at 3 25% at year end.

Long-term debt consists of the following as of December 31:

Security National Bank, 4.50% per annum 

Less: current portion 

Total long-term debt

2012 2011

$ 913,330

320.278

$ 1,217,911 

306,211

$ 593.052 $ 911.700

The annual requirements for principal payments on Ae above notes for Ae years through 2017 are as 
follows:

Year Amount
2013
2014
2015

$ 320,278 
334,992 
258,060
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The Champaign Telephone Company

Notes to Consolidated Financial Statements 
December 31,2012

Note 9 - Shareholders* Equity

In 2011 the Board passed a motion to retire 291,635 shares of treasury stock whose accumulated 
value was $7,927,512. 291,635 shares of common stock were also retired at a par value of 
$.625/share. Upon making the retirement the Company also retired $100,000 of paid-in-capital. 
Hie remaining balance was charged against retained earnings.

The number of shares outstanding and historical book value, dividend, net income and operating 
cash flow per outstanding common share as of December 31,2012 and 2011 are as follows:

2012 2011

415.105 415.805

$ 22.41 $____ 23.12

$ 1.16 $ 1.16

$ .44 $ .7^

$ 4.71 L. 6.47

Number of shares of common stock outstanding 

Book value - per share 

Dividend - per share 

Net income - per share 

Operating cash flow - per share

Note 10 - Concentratioiis

A portion of the Company’s workforce is subject to collective bargmning agreements and tiiese 
agreements expire August 31,2014.

Note 11 - Subsequent Event

In March of 2013 the Company sold its messaging center business unit. Net proceeds for this 
transaction were $138,759.


