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WILLIAM A. ADAMS
£ wadams@baileycav.com
1D 614.229.3278

September 28, 2016

Barcy F. McNeal, Secretary
Docketing Division

Public Utilities Commission of Ohio
180 East Broad Street, 11™ Floor
Columbus, OH 43215-3793

Re: In the Matter of the Application of Conneaut Telephone Company dba
GreatWave Communications and GreatWave Broadband Services, LLC to
Transfer, Case No. 16-1815-TP-ATR

In the Matter of the Application of GreatWave Broadband Services, LLC
to Provide Competitive Local Exchange and Competitive
Telecommunications Services, Case No. 16-1816-TP-ACE

Dear Ms. McNeal:

In connection with the above-referenced applications, I am enclosing the original and two
(2) unredacted copies of the following confidential trade secret information to be filed under seal
pursuant to the Motion for Protective Order being e-filed in these matters on September 28, 2016:

1. Conneaut Telephone Company and subsidiary 2015 audited financial statements;

2. GreatWave Broadband Services, LLC pro forma income statement and balance sheet;
and

3. Conneaut Telephone Company consolidated pro forma financial statements.

Please time stamp the extra copy of the confidential information being filed under seal, and return
it to our courier.

Also on September 28, 2016, the redacted versions of this information were e-filed on the
public record with the Commission in these matters.

Thank you for your attention to this matter. Please contact me if you have any questions.

Very truly yours,

B IWI@I /

William A. Adams

Enclosure
Bailey Cavalieri LLC « 10 West Broad Street « Suite 2100 » Columbus, Ohio 43215-3422

P 614.221.3155 F 614.221.0479 W baileycav.com
ATTORNEYS AT LAW
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‘ ]M GILMORE JASION MAHLER, LTD
IMNOVATIVE IDEAS. TRUSTED ADVICE.

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
The Conneaut Telephone Company and Subsidiary
Conneaut, Ohio

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of The Conneaut Telephone
Company (an Ohio corporation) and Subsidiary, which comprise the consolidated balance sheet as of
December 31, 2015, and the related consolidated statements of income and comprehensive income,
retained earnings and cash flows for the year then ended and the related notes to the consolidated financial
statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements ar¢ free from material misstatement.

An audit involves performing procedures to obtain andit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud. or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the ‘overall presentation of
the consolidated financial statements.

We believe that the audif evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

TOLEDD OFFILE

1715 INDIAN WOOD CIR, STE 100 PHONE: 415:794-2000 GIMLTDLOOM Anedandnanty (on M
MAUMEE OH 435374055 FAX: $19.794.2050 MCGLADREY ALLIANCE
FINDLAY OFFICE:. )

551 LAKE CASTADES PRWY PHONE  s19.422.4981 g McGladray
PO BOX 106 FAX: 4794734865

FINDLAY OH 45835-1108
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Opinion

In our opinion, the. consolidated financial statements referred to above present fairly, in all material
respects, the financial position of The Conneaut Telephone Company and Subsidiary as of December 31,
2015, and the results of its operations and its cash flows for the year then ended. in accordance with
accounting principles getierally accepted in the United States'of Anierica.

Other Matter
The financial statements of the Company, as of and for the year-ended December 31, 2014, were audited
by other auditors whose report dated July 27, 2015 expressed an unmodified opinion on those statements.

Atrman ?W-M LTh

Findlay, Ohio
July 22, 2016
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS
December:31, 2015 and 2014

ASSETS
2015 2014

Current assets
Cash
Custoiner accounts receivable (net of allowance)
Other accounts receivable
Materials and supplies
Other prepaid expenses
Unamortized refinancing cost
Total current assets

Property, plant and equipment
Construction ifl process
Land
Plant in service
Non-operating plant
Total property, plait and equipment
Accumulated depreciation

Net propeity, plant and equipment

Other assets
Investment in Rural Telephone Finance Cooperative
Deferred income taxes
Unamortized refinancing cost
Total other assets
Total assets

The accompanying notes are an integral part of these consolidated financial statements:
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS
December 31, 2015 and 2014

LIABILITIES AND STOCKHOLDERS' EQUITY :
2015 ' 2014

Current Habilities
Accounts payable
Other acciued taxes.
Accrued pension contribution
Accrued dividends on preferred stock
Cutrent portion of note payable:
Ciutent portion of capital equipment leases
Other accrued expenses
Total current liabilities

Other liabilities
Unfimded accrued pension cost
Unfunded accrued other postretiremient benefits
Note payable
Capital equipment leases
Deferred income taxes
Total other liabilities
Total liabilities

Stockholders' equity
Common stock
Treasury stock
Prefetred stock
Additional paid in capital
Accumulated other comprehensive income
Retained earnings
Total stockholders' equity
Total liabilities and stockholders' equity

The accompanying notes are an integral part of these consolidated financial ‘statements:

-6-
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THE CONNEAUT'TELEPHONE COMPANY AND SUBSIDIARY
CON; SOLIDA’ITED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
For the Years Ended Decémber 31, 2015 and. 2014

2015 2014

Operating revenues
Local network services $
Network.access services
Long distance network services
Cellular revenues
Basic networking revenues
Mi‘s‘cdlaneous revenues
Uncollectible revenues
Total operating reventes

Operating expenses
Plant specific operations
Plant nonspecific operations

Customer operations
Corporate operations
Depreciation and amortization
Other operating taxes
Totdl opérating expenses
Net operating loss

The accompanying notes are an integral part of these consolidated financial statements.
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME AND CONIPREHENSIVE INCOME
For the Years Ended December 31,2015 and 2014

Nonoperating income (expenses)
Dividend-and interest income
Gain (loss) on disposal of equipment
Interest expense
Other non-operating expenses
Total nonoperating income (expenses)

Loss before income taxes
Income tax benefit
Net loss
Other comprehensive income, net of tax
Unrealized loss on pension plan
Net loss recognized in other comprehensive income
Comprehensive loss

2015 , 2014

:.l:l

s HEN 1

N _ BN
1IN _ =
s N 1

The accompanying notes are an integral part of these consolidated financial statements.
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For the Years Ended Decemnber 31,.2015 and 2014

2015 2014

%
|

Retained earnings, beginning of year
Net loss
Dividends

Retained earnings, end of year

I
i

The accompanying riotes are an integral part of these consolidated financial statements.
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2015 and 2014

2015 2014

Cash flows from operating activitiés

Netlos s EEEE 1 .

Adjustments to reconcilenet loss
to.net cash provided by operating activities:

Depreciation
Amortizatiofi of refinancing costs’
Provision for deferred income taxes ‘
Actuarial gain on pension plan.
Loss on disposal of equipment
Adjusted net income (loss) - -

Prepaid and refundable federal income taxes | '
Increase (decrease) in:
Accounts payable
Other accrued taxes
Accrued pension contribution
Accrued dividends on preferred stock
Other accrued expenses
Unfunded accrued pension cost , _
Unfunded accrued other postretirement benefits

1 BN

Total changes in operating assets and liabilities

Changes in operating assets and liabilities
(Increase) decrease in:
Customet accounts réceivable
Other accounts receivable
Materials atid supplies
Other prepaid expenses

Net cash provided by operating activities ~ $ - I -

The accompanying notes are an integral part of these consolidated financial statements.
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended Pecember:31, 2015 and 2014

2015 2014

Cash flows from investing activities v
Purchase of plant and equipment $ I
Proceeds from sale of investinent ' '
Net cash used in investing activities - B -

Net cash provided by '
operating activities and investing activities - -

Cash flows from financing activities

Payments on notes payable

Payments on capital leases

Repayments on line of credit '
Issuance of stock

Paid-in-capital received

Net cash used in financing activities - -
Net decrease incash _ -
Cashi at beginning of year - -
Cashatend ofyear  § - I -

The accompanying niotes are an integral part of these consolidated financial statéments.
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2015 and 2014

Note 1-Nature of business
The Conneaut Telephone Company, d/b/a Greatwave Communications, commenced business in 1897 and
operates in the northieast area of Ohio and provides regulated local telephone services to Conneaut, Ohio
and the surrounding areas. The Company also provides nonregulated services. Nonregulated services
include cellular, internet, cable television (HFC), and other deregulated services including phone rentals,
phone sales, serviee charges, and ancillary services.

Cable Suite 541, Inc., a wholly-owned subsidiary of the Company, provides cable television services in
the same area of the telephone company.

The Public Utilities Commission of Ohio (PUCO) regulates the rates charged by the Company for local
‘telephone services provided to its exchanges. The PUCO does not have jurisdiction over the rates or
operations of the Cable Suite 541; Inc.

Total consolidated operating revenues are comprised of the following amounts:

2015 2014

Local regulated telephone services
HFEC
Cellular
Deregulated
Internet
Cable Suite 541, Inc.
Total

Note 2-Summary of significant accounting policies

Basis of accounting and reporting }
The Company uses the accrual basis of accounting for financial statement purposes.

Principles of consolidation _ ‘ v
The accompanying consolidated financial statements include the accounts of the Conneaut Telephone
Company and. its wholly-owned subsidiary (collectively, the Company). Significant intercompany

transactions and balanicés have been eliminated in consolidation.

Concentrations _ _ o ‘
The Company has a concentration of customers in one geographic area, specifically Conneaut, Ohio and
the surrounding Ashtabula County communities.

The Company is operating under a collective bargaining agreement with the International Brotherhood of
Electrical Workers, AFL-CIO, and its Local Union Number 673. Itcovers all outside plant and central
office personnel, excluding supervisors; employed by the Company. Management and office clerical
employees are also not covered by the Union. In August 2013, the Compény signed a new three year
contract that expires July 31,2016.

«12-
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS:CONTINUED
December 31,2015 and 2014

Note 2-Summary of significant accounting policies — continued

Concentrations-continued ‘

The Company maintains cash balances in financial institutions located in Ohio. All accounts are insured
up to for 2015 and 2014. All accounts are fully insured as of ‘December 31, 2015. The
Company occasionally held bank deposit balances in excess of the insured limit throughout the year
ended December 31, 2014

Cash and cash equivalents ; S ,
The Company considers highly liquid investments with a ‘maturity of three months or less when
purchased to be cash equivalents.

Materials and supplies
Materials and supplies are valued at lower of cost or market. Cost is determined by the average cost
method on a first-in, first-out basis.

Property, plant and equipment

Property, plant and equipment are carried at cost in.continuing mass asset-accounts. Depreciation of the
Conneant Telephone Company plant is computed at composife rates-on the average cost as prescribed by
the PUCO. Depreciation is based on the estimated useful lives computer for financial reporting on the
straight-line method. For each mass asset account, the average of the beginning and ending monthly
balances is computed and the applicable depreciation rate is applied.

Depreciation of Cable Suite 541; Inc. property and equipment is computed-by the straight-line method
over estimated useful lives, which range from three to 14 years.

The Company’s policy is to continue evaluating the remaining lives and ;ecoverabiﬁty of such assets.
When assets are retired, or.otherwise disposed of, the depreciation reserve is charged with the full cost or
other basis of the asset, and credited with the salving value and/or proceeds.

Unamortized refinancing cost
The. Company has capitalized the costs of refinancing its term loan with ﬂu;F
& Loan origination costs are being amortized over the terms of the loan.

Federal income taxes » »
The Company and its subsidiary file a consolidated Federal income tax refurn. The Company’s effective
tax rate is higher than what would be expected if the federal statutory rate were applied to income from
continuing operations primarily because of expenses deductible for financial reporting purposes that are
not deductible for tax purposes. These expenses consist of nondeductible lobbying expenses and meals
and ‘entertainment expenses. Deferred income taxes reflect the net tax effects of tenporary differences
between the carrying amounts of assets-and liabilities for financial repoiting purposes and the-amounts
used for income tax purposes. The principal temporary differences are due to the use of different
financial reporting and income tax methods for depreciation, as well as net operating loss carryforwards.

13-



REDACTED - FOR PUBLIC INSPECTION

THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-CONTINUED
December 31, 2015 and 2014

Note 2-Summary of si_gniﬁ'cant accounting policies — continued

Federal income taxes— continued

The Company has adopted Financial Accounting Standards Board (FASB) Accounting Standard
Codification (ASC) 740-10-50-17 to account for unceﬁamty in income taxes. Management of the
Company is not aware of any tax positions for which it is reasonably possible that the total amounts of
unrecognized tax benefits will s1gmﬁcan’dy change in the next twelve months. However, management’s
conclusions may be subject to review and adjustment at a later date based on factors including, but not
limited to, new tax laws, regulations, and administrative mterpretatlons (including relevant court
decisions). The Company, and its subsidiary, files income tax returns in the United. States of America
Federal jurisdiction, the state of Ohio, and various local jurisdictions. With few exceptions, the Company
is no longer subject to U.S. Federal, state and local tax examinations by tax authorities for years before

2012.

At December 31, 2015 and 2014, there are no unrecogmzed tax benefits that if recognized would affect
the annual effective tax rate. The Company recognizes interest accrued related to unrecognized tax
benefits in interest expense and penalties in operating expenses. During the years ended December 31,

2015 and 2014, no interest or penalties were recognized.

Comprehensive income

The Company has adopted FASB. ASC 220-10-55. In conformity with FASB ASC 220-10-55, the
Company reports complehenswe income and its componens. Comprehenslve income refers to net income
plus other comprehensive income, that is, certain revenues, eXpenses, gains, and losses that are reported
as separate components of stockholder’s equity rather than net income:.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Reclassifications
Certain accounts, in the prior year consolidated financial statements have been reclassified for comparative

purposes to conform to the presentation. of the current year consolidated financial statements. These
reclassifications had ‘no material effect on previously reported consolidated results of operations or
retained earnings.

Subsequent events
Subsequent ‘events have been evaluated through July 22, 2016, the date in which the consolidated

financial statements were available to be issued. During 2016, the Company formed a: submdlary entity,
GreatWave Broadband Services, LLC. The new entity will provide broadband and CLEC services.

Also in 2016, the Chief Executive Officer announced he will be resigning from his position. The Chief
Operating Officer will be assuming the responsibilities of the:Chief Executive Officer.

-14-
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-CONTINUED
December 31, 2015 and 2014

Note 3-Accounts receivable
The Company recognizes all revenue eained throu
ate billed. Revenue eamed but not billed was
respectively.

_the end of the year, regardless of when cuistoniers
.and a5 -of December 31, 2015 and 2014,

Customer accounts receivable include -all amounts due from the eustomers of the Company’s local
telephone exchange as well as HFC, cellular, deregulated and internet operations. Other accounts
receivable include pooling settlements due from NECA and receivables from various organizations
including . The Company provides an allowance for doubtful accounts, based on historical rates for
accounts deemed ‘uncollectible. The allowance was - and as ‘of December 31, 2015 and
2014, respectively.

Trade credit is generally extended on a short-term basis; thus trade receivables do not bear interest,
although a finance charge may be applied to such receivables that are past due in the amount of| - per
month if not paid by the end of the month.

Note 4-Unamortized refinancing cost ‘
In accordance with generally accepted accounting principles in the United States of America, the
Company has elected to amortize the loan refinancing costs related to the- loan that was awarded in
2012. The loan origination costs will be amortized over a petiod of 7 years to coincide with the maturity

of the loan.
Amortization expense was and for 2015 and 2014, respectively. Estimated amortization
expense related to loan origination costs 1s for years 2015 through 2019.

Note 5-Property, plant and equipment
The costs of major classes of property, plant and equipment at the end of the year were:

2015 2014

Conneaut Telephone Company
Construction in process $
Land
Buildings
Digital electronic switching
Station apparatus
Poles, cables and wire
Other equipment
General purpose computers
Furniture and office equipmernt
Customer premise equipment
Non-Operating plant
Cable Suite 541, Inc. _
Total property, plant and equipment _$

-15-
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-CONTINUED
December 31, 2015 and 2014

1¢ loan requires that [J]] percenit of the total loan be used
which 15 amortized annually to maintain a

F‘fo-oﬁtstaﬂ ng loan balance. The amortized amourits are paid in cash to the Company.
he Company teceivedgF for the year 2015 in March 2016. This amount is included in other
receivables in the financial statements. The Company received- for the year 2014.

Note 7-Pension plan ‘ , »
The Company has a defined benefit pension plan covering all of its emiployees. The benefits are based on
years of service and the employee's final average monthly pay, which is the monthly average of an
employee's earnings during the five consecutive years within the last ten years of emiployment, which
produce the highest average. The Company's funding policy is to contribute annually an amount that,
based on actnarial assumptions, is greater than the minimiim required contribution, to meet the minimum
funding standards of the Employee Retirement Income Security ‘Act (ERISA), but less than the maximum
amount that can be deducted for federal income tax purposes. However, the Company:has temporarily
frozen pension plan benefit accruals for newly hired and existing employees. The funds are invested in
various (a) common stocks; (b) fixed income securities; and, (¢) convertible securities.

The Company reports its pension liability under FASB ASC 715. The Funded Status is reported using the
fair value of plan assets. The unrecognized transition obligation is added to the pension liability account as
of December 31, 2004, with a charge to retained eainings, net of deferfed tax. Furthermore, previously
unrecognized actuarial gains and losses are recognized in a liability account in stockholders’ equity called
accumulated other compreliensive income (loss).

The following tables set forth the plan's finded status and amounts recognized in the Company's balance
sheets at December 31, 2015 and 2014:

2013 2014

Actuarial present value of obligations

Accumulated benefit obligations, including

vested benefits. of and
srespectively

Projected benefit obligation for service

rendered to date $
Plan assets at fair value ‘ o
Unfunded accrued pension cost  $

The segmented interest rates wete used in deteiimining the actuarial present vahue of the projected benefit
obligation.

-16-
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-CONTINUED
December 31, 2015 and 2014

Note 7-Pension plan-continued »
An alternative amortization approach was. used to amortize ‘the unrecognized net obligation over the
average remaining service period of employees expected to receive beriefits under the plan.

2015 2014

Projected benefit obligation: reconciliation
Beginning balance:
Service cost
Interest cost
Actuarial gains
Benefits paid and expenses
Ending balance

Fair value of plan assets: reconciliation
Beginning balance
" Actual return on plan assets
Employer contributions
‘Benefits paid
Actuarial adjustment
Ending balance

Unfinded accrued pension cost _S_ |

Net pension costincluded the following components
Service cost
Interest cost on projected benefit obligation
Actual return on plan assets
‘Net (gain) loss
Net periodic pension cost

An analysis of accumulated other comprehensive income under FASB ASC 715 follows:

Net unrecognized actuarial gains and $ -
losses at. 12/31/04
Tess; Deferred income tax
Reclassified as other comprehensive income 01/01/05
Net gains and (losses) from 2005 to 2013
Other comprehensive (gain) loss for 2014
Other comprehensive (gain) loss for 2015
Balance December 31, 2015 $

17~
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-CONTINUED
December 31, 2015 and 2014

Note 8—Postretirenient health care benefits _ ,

Tn addition to providing pension benefits, the Compéany provides certain health care benefits for retired
employees, specifically the payment of health care insurance premiums. All of the Company's employees
- may become eligible for these benefits if they reach normal retirement age while working for the Company.
For early retirees age 55 and over, the Company pays the Medicare supplement rate, with the fetirees
paying the balance. The plan is neither funded nor does it hold any assets. The premiums are-paid from
cash flows provided by operating activities. There are no 'non-benefit liabilities or significant matters
affecting the comparability of information for the periods presented.

The Company reports under FASB ASC 715. The Funded Status is reported usitig the accumulated benefit
obligation compared to the fair value of plan assets.

Effective August 1, 2008 the Company was able to reduce its monthly hospitalization premium to i per
participant, Since 1993 the Postretirement Health Care Benefit Obligation (OPEB) liability had been
calculated using;? monthly premium, plus an:assumed annuial] The actual fate 6

is much the 2008 ‘and thereafter calculations of
the OPEB liability. The current obligation calculation also assumes an amlual_ rather than

The following tables set forth the plan's funded status and amounts recognized in the Company's

balance sheets:
2015 2014
Retirees $
Other active plan participants
Accumulated benefit obligation $

Accumulated benefit obligation
Plan assets at fair market-value

Net postretirement benefit costs include the following components:
2015 2014
Service cost-benefits eamed during the year
Interest cost on accumulated benefit obligation
Net periodic postretirement benefit cost

Accrued benefit cost at' beginning of the year $

Net periodic postretirement benefit cost

Contributions

Adjustment for employee resignations
Unfunded-accrued other postretirement benefits _$
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOL]])ATE_D FINANCIAL S_TA"I_'EI\/IENTS"—CONT]NUED
December 31, 2015 and 2014

Note 8 Postretirement health care benefits-continned _
The weighted average discount fate used in determining the present value of the accumulated benefit
obligation and the health care cost trend rate (current and prospective) were I o I vercenit for the
years ended December 31, 2015 and 2014, respectively. ' ‘

the weighted average health care cost trend Ia_te- ‘would- both the z_t_ccumulated
postretirement benefit obligation as of December 31, 2015 and 2014 and the aggregate of the service
and inferest cost components of net periodic postretirement benefit:cot for the years then-ended are as

follows:
2015 , 2014

If costs

Accomtmeoveentobteoto N >y s NN 0N
‘Postretirement benefit co,s’t'_ by $ - v I - '
F the weighted average health care cost frend to- wo"nld- both categoriesas

ollows:
2015 2014

tos I
Accumulated benefit obligation |l by s N 1 BN

Postretirement benefit cost| Il by s 1 I |

Note 9-Supplemental cash flow information
The following information supplements the consolidated statements of cash flows:

2015 2014
Cash paid for interest $
Net cash paid for income taxes $

For the years ended December 31, 2015 and 2014, the Company purchased vehicles and‘equipmem in
non-cash transactions totaljng—, respectively.

Note 10-Income taxes ) o ;
Income tax expense (benefit) consists of the following components:

2015
Current federal income taxes $
Deferred federal tiicome taxes
Total income tax benefit 3

-19-
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOL]])ATED FINANCIAL STATEI\/IENTS—CONTMED
December 31, 2015 and 2014

Note 10-Income taxes-continued
Significant components of the Company’s deferred tax assets and deferred tax liabilities are as follows:

2015 v 2014

Deferred tax assets (liabilities):
Property, plant and equipment, net
OPEB
Pension costs
Unamortized lease
Nét operating loss carryover
Total deferred tax assets (liabilities)

At December 31, 2015, the Company has a net operating loss carryforward for income tax purposes of
approximately and 'will begin expiring in 2023.

Note 11-Operating leases
Beginning in 2013, the Company entered into operating leases to provide video transport of television
channels for its cable television operation and to provide bandwidth service for-its intemet operation.
Monthly payment amounts are . These agreements were for 60-month term, expiring in 2018.

The Company also has an operating lease for land for its microwave tower payable to the township
trustees. Monthly payment amounts are- through October 2019.

The Company leases multiple vehicles under one master operating lease with —
ﬁ. Monthly payment amounts are - as of December 31, 2015. The Company teplaces
vehicles as Necessary under the master operating lease. As of December 31, 2015, the vehicle leases
expire at various date through August 2019.

The Company has also entered into various Indefeasible Right of Use (IRU) operating lease agreements
for use fiber capacity. These agreements range from. 36 to 60 months ferms. Monthly payment amounts
for these leases areh

Total rent expense under these agreements was - in 2015 and 2014, respectively.

The futire minimum commitments under the long-term lease agreements are as follows for the years
ending December 31:

2016 $
2017
2018
2019
2020

-20-
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-CONTINUED
December 31, 2015 and 2014

Note 12—Coinmon stock; preferred stock and treasury stock
The Company has shares of common stock authotized with a stated value of &gper sha‘re’ Asof
December 31, 2015 and 2014, shares of common stock afe issued and-outstant -4

also has | shares of preferred stock anthorized with a par valu: ]

and 2014, shares of preferred stock are issued and outstan

of common stock held in treasury stock as December 31,2015 and 2014, respectlve Y.

Note 13

Note 14-Treasury stock reissuance
In October 2015, the Company transferred |j shares of common treasury stock as a contribution to the

Comianys defined benefit pension plan. The total stock contribution fo the pension ambounted to

In September 2014, the Company transferred. shares of common treasury stock as a confribution
to the Company’s defined benefit pension plat. The total stock contribution to the pension amounted
to .In addition, | shares, with a value of , were transferred to the pension plan in

prior years and will the pension contribution.

Note 15-Advertising costs
The Company has the policy of expensmg nondirect-response advertising. costs as incurred. Total
advertising costs charged to expense in 2015-and 2014 were , respectively.

Note 16-Notes payable

with an interest rate of payable in quarterly
March. 2019, The outstanding loan balance as of December
respecuvely The note payable is coIIaterahzed by

oceeds. of

The Company has a note payable to the
thh a maturity of

2016
2017
2018
2019
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS-CONTINUED
December 31, 2015 and 2014

Note 17-Capital equipment leases
The Company has entered into agreements to lease various property-and equipment under non-cancelable

long-term contracts that are being accounted for as capital leases through March 2020. The property and
equipment is being amortized over its estimated uséful life-and the related expense is inchided in
depreciation expense. The capital lease obligations at December 31, 2015 and 2014 are [ ¢
h respectively.

The future minimum lease payments under-the capital leases and the present value of the net minimum
lease payments are as follows:

2016
2017
2018
2019
2020
Total minimum lease payments
Less amounts representing interest and fees
Present value of minimum lease payments
Less cutrent portion
Net long-term capital lease obligations

Equipment held under capital leases as of December 31, 2015 and 2014 was:
2015 2014

Equipment
Less accumulated depreciation
Total

Note 19

-_22.‘
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G]M GILMORE JASION MAHLER, LTD
INHOVATIVE IDEAS. TRUSTED ADYVILE,

INDEPENDENT AUDITOR’S REPORT ON CONSOLIDATING INFORMATION

To the Board of Directors
The Conneaut Telephone Company and Subsidiary
Conneauf, Olio

We have audited the consolidated finaneial statements of The Conheatt Telephone Comipariy and Subsidiary as of
and for the year ended December 31, 2015, and have issued our report thereon, dated July 22, 2016, which
contains an unmodified opinion on those consolidated financial statements. The consolidated financial statements-
as of and for the year ended December 31, 2014, were audited by other auditors whose report dated July 27, 2015
expressed an unmodified opinion on those statements. Our audit-was conducted for the purpose of forming an
opinion o the consolidated financial statements as a whole. We have not performed any procedures with respect
to the audited consolidated financial statements subsequent to July 22, 2016. ‘

The accompanying consolidating information is presented for ptirposes of additional analysis and is not a required
part of the consolidated financial statements. Such information is the responsibility of management and was
derived from and relates directlyto the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audits of the financial
stitements and certain additional procedures; including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the financial statements
themselves, and othér additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole.

Alitnsin ?NWM LTD

Findlay, Ohio

July 22, 2016
TOLEDO OFFICE: )
715 INDIAN WOOD.CIR, STE w00° PHONE: 415.794.2000° GIMLTOCOM Xis Rty D pag R
MAUMEE OH 435374055 FAx: H15.794.2050 MCGLADREY ALLIANCE
FINDLAY OFRCE )
551 LAKE CASCADIES PRWY PHONE  g19.azy448t g McGladrey
PO BOX 1106 FAX: 2754234865

FINDLAY OH 458351106



REDACTED - FOR PUBLIC INSPECTION

THE CONNEAUT TELEPHONE cbmAmzm SUBSIDIARY
CONSOLIDATING BALANCE SHEETS

Decenibier 31,2015 and 2014
The
Cenneaut ; December:31,
Teleplione Cable 2015 2014

Consdlidated Consolidated

‘Company Suite Sﬁ; Tnc. Elim{nations

Current assets - ©

Cash $

Costoimer acconnis recéfvable (net of allgwanice)

Other accounts receivable .

Materials and supplies

Other prepaid éxpenses

Usnantiostized refinancing cost

Total current assets

Property, plant and equipment’
Constiuction in process
Land
Plant in service
Non-operating plant
Total property, plant and equipment
Accomnlated depreciation ‘

Net property, plant and equipment

Other assets
Investment in subsidiaries
Intercompany receivables
Tnvestment i
Deferved ificoms taxes
Unamortized refinsnicing cost

Total other assets

Total assets

The panying notes are 2a intep) ‘m‘afﬁ:secmsoﬁdaﬁ:&"mmmts;
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Carrent Habilities
Atcounts payable
Other accrued taxes.
Acuued peasion contribution

Curreit portion of note payable

Current of capital equip
Other accrued expenses

Otlier liabilities
Intefcomipany payables
Unfiznded accrued pension cost
Unfunded accrued other'p

REDACTED - FOR PUBLIC INSPECTION

THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
CONSOLIDATING: B&LANGE SHEETS
December 31,2015 and 2014

The

o _ December31, December 31,
Teleplione Cable 015 2014
Cmnguv Suite 41, Inc. Elxmimmons Consclidated  __Consolidated

Actcrued dividends on preferred stock
portiono y . =
Total cnrrent Habilities

Note payable
Capitaliequipment Teases
Deferred income taxes -

Stockholders’ equity
Common stock
Treasury stock
Preferred stock
At tated other compreh

t benefits
Total other liabilities . " i
Tota} lisbilities

Retained eamings

Total Habilities and stockholders'equity  §

Total stockholders’ equity

The-mmpmyingnmummintegalpaﬁ\nﬁb:se tidated firancial t:
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REDACTED - FOR PUBLIC INSPECTION

THE CONNEAUT TELEPHONE COMPANY AND SUESIDIARY
CONSOLIDATING STAELMTS OF INCOIEE AND COWR.EHENSIVE INCOME
For ﬂu Years Ended December 31 2015 and 3014

Nowregulaied sivisions .

Telephone: HEC Cellular ‘Deregtilated -

Operating revenues
Local netivork services $
Network sceess services
Long distance getwork services
Celiular revennes .
Basic networking reveiies
Rent revenues

Uncollectible revenies
Epe— . n

Operating expenses

Plant specific operations
Plant nonspecific operations
Custoiiér operations .
Corporate operations
Depreciation and izati
Other opérating taxes .

Total operating expenses .

‘Net operating income {loss) _$ _$ $

Nonregulated divisions

$ e BN
I

Regalated: ,
___ Telephone: C Cellular Deregalated

Nonoperating income (expenses) .
Dividend and et , 1 s I
Gain (loss) on disposal of eqiipment
Interest expense
Other non-operating expenscs

Total ing income (expenses)

5 -] 5

Tncome (loss) before income taxes
Tconie tax (expense) benefit
Net income {loss)

Othér comprehensive income (loss), nef of tax

Unrealized loss on pensicn plan
Net loss 1 nized ifi other compret ive loss
Comprehensive fncome {Joss)

The ying notes are an integral part of these lidated finanéial
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REDACTED - FOR PUBLIC INSPECTION

THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY:
CONSOLIDATING STATEMENTS:OF INCOME AND COMPREHENSIVE INCOME
For the Years Ended December 31, 2015 and 2014-

The

Couneaut Deécember 31, Decémber 81,
, Telephone. Cable ] 2015 2014
Internet Eliminations Company Suite 54%, Inc. Eliminations Consolidated Consolidated

s Il 1 11 I N1 mai

The
Conneaut. Decémbeér 31, ‘December 31,
Telephione Cable 2015 20;4
Internet Eliminations . Company Suite 541, Inc: Eliminations Consolidated Consolidated
s i | I | 11 |

The accompanying notes are-an ntegral p_mt.of these consolidated financial statements.
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THE CONNEAUT 'I'ELEPEONE COMPANY AND SUBSIDIARY
COVSOLIDATLVG STATB!ENIS OF, RET‘HNED EARN]NGS
For the Years Ended December, Sl, 2015 and 2014

The*
Conmeaut’ Decémlbier 3L, December sy,
Teléphone Cable 2018 2614

C Suite 541, Tae. Eliminatior Consolidated Consolidated

pany

Retsined camiogs, begioningotese 5 [N 1
Netioss ] [
Dividends -

Retained earnings, énd of year _s__-_

m
!
:
!

¥

ying notes are an integral part of these lidated financial
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THE CONNEAUT TELEPHONE COMPANY AND SUBSIDIARY
CONSOLIDATING STATEMENTS OF CASHFLOWS
“For thie Years Ended December 31, 2015-and 2014

The
Conneaut Peceniber 31, Décember 31,
Teélephone, Cable 2015 2014
Company Suite 54!, Ine. Eliminations Consolidated: Consclidated
Cash flows from operating activities :
et s | s EEE 1 N | 11 | .
Adjustmieats {6 reconcile et loss
to net cash provided by operating sctivities’
Depreciation
-Amortization of refinancing costs
Provision for deferred i : taxes
Actuaci) gain on pension plin
(Gainy Toss on disposal of equipmént
Changesin ting assets and Habilities

(acrease) decresseiin:
Customier accounts récéivable
Other accounts receivable -
Materials-and supplies
Othier prepaid expenses
Prephid and refundable. federal income taxes
Increase {decresse) in: : i
Accounts payable .
Other accrued taxes
Accrued pesision contribution
Accroed dividends on preferred stock
Other accroed expenses
Unfunided accrued pension cost
Unfinded accruad other postretirement beniefifs.
Total changes in opéfating assets dnd liabilities - N L
Net cash provided by (vsed in) operating activities  $ s Il 1 $

The accompanying notes are-an integ;ilpaﬁ of these consolidated financial statements,
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The
Connéaut:
“Teléphone. Cable
Company Snite.M& Inc.

Cash flows from'investing activities
Purchase of plant and equipment- &
Proceeds from jnvestoient i
Proceeds from sale of equipment:

Eliminations

Decenber 31,
2015

Consolidated

Det"tgnbjg_r 31,
3014

Consolidated

Net cash used in investing activities

Net cash piovided by (used in) )
operating activities and investing activities

Cash flows from financing activities
Payménts on ote payable
Payments on capital eq ip {eases
Fepayrments on lisie of credit
Dividends paid
Re:issuance of treasury stock
Paid-in-capital received
TIntercompany financing

I

Net cash provided by (used in) financing activities
Net inicrease (decrease) in cash .

Cash at beginning of year

F

Cash at end'of year

The ing notes are an i

ﬁllhhl 11

i

gral part of these

F
—

11T

hli_l.l n h ’
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GBS Balance Sheet
PRE-CLOSE CLOSING DAY -412/31/2018

CASH
DFWR Fee Reserve
Tax/Audit Fee Reserve
MATERIAL AND SUPPLIES
OTHER CURRENT ASSETS

TOTAL CURRENT ASSETS

PROPERTY, PLANT AND EQUIPMENT

CAPITAL LEASE OBLIGATIONS
TELECOMMUNICATIONS PLANT
TELECOMMUNICATIONS PLANT-NONREG
CATV ASSETS-NONREGULATED
ACCUMULATED DEPRECIATION
ACCUMULATED DEPRECIATION-NONREG

TOTAL PROPERTY, PLANT AND EQUIPMENT
TOTAL ASSETS

LIABILITIES

CURRENT LIABILITIES
NOTES PAYABLE - FINANCE FUND
MEMBER LOAN FROM CTC
LONG TERM DEBT NMTC
LONG TERM DEBT-CAPITAL LEASE
ACCRUED LIABILITIES
OTHER LIABILITIES
“TOTAL LIABILITIES

Retained Earnings
STOCKHOLDER EQUITY



12/31/2017 12/31/2018 12/31/2019.
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This foregoing document was electronically filed with the Public Utilities

Commission of Ohio Docketing Information System on

9/28/2016 11:28:06 AM

Case No(s). 16-1815-TP-ATR, 16-1816-TP-ACE

Summary: Notice of filing redacted audited financial statements of Conneaut Telephone
Company, pro forma income statement and balance sheet of GreatWave Broadband Services,
LLC, and consolidated pro forma financial statements of Conneaut Telephone Company
electronically filed by Mr. William A. Adams on behalf of Conneaut Telephone Company and
GreatWave Broadband Services, LLC



