DOCKET NO. UM 1768

Cover Sheet for Submission of
2016 Annual ETC Certification Reports

Name of Eligible Telecommunications Carrier: Eagle Telephone System, Inc.
Filing date: July 1, 2016
Is this: Original submission? X

OR
Revised submission?

Person to contact for questions:
Name Rusti A. Lattin
Phone number 541-893-6111

E-mail address comco(@eagletelephone.com

Documents included in this filing (please check applicable items):
__ CAF¥ACC Support (47 CFR § 54.304)
______ Rate Floor Data (47 CFR § 54.313(h)) —if separate from Form 481
__X__ Form 481 (High-cost per 47 CFR § 54.313, Low-income per 54.422)!
; Form 690 (Mobility Fund per 47 CFR § 54.1009)

X Affidavit for High-Cost Support

Filing deadlines: The deadlines for filing items required by 47 CFR § 54 are the same as
the deadlines for filing with the FCC. The notarized affidavit for high-cost support must
be filed no later than the due date for the FCC Form 481. Based on current information,
it appears that all items other than CAF/ICC support data are due by July 1, 2016. The
CAF/ICC support data are due the same day as the ETC’s interstate access tariff filing.

If revisions to an original submission are filed with the FCC or USAC, a copy of the
revisions must be filed with the Oregon Commission no later than five business days
following submission to the FCC or USAC., '

! Lifeline-onty ETCs must provide all information specified in 47 CFR § 54.422(b) even if the ETC does
not submit this information to the FCC.
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USAC

Universal Service Administrative Company®

USAC Home 1 High Cost Program i SearchTools | | Form 481

CONFIRMATION

Congratulations. Your filing has been sumessﬂllly certified.

Filing L was successfully certified on Fri 1 Ju} 16 05:04:51 PM EDT by mike@eagletelephone.com .
SAC: 532369
498 1D : 143002617 |
Carrier Name : EAGLE TEL SYSTEMS

Program Year : 2017

A confirmation email will be sent to the email address on record for your user ID. Please email USAC at HCCERTS@USAC.ORG if you do not receive this email
within 24 hours.

Please take this quick survey and give us your thoughts! Your feedback will help improve the filing process. Take Survay

© 1997-2015, Universal Service Administrative Company, All Rights Reserved. Webhsite & Privacy Policies




Mike Lattin

L N
From: Form481l@usac.org

Sent: Friday, July 01, 2016 2:32 FM

To: mike@eagletelephone.com

Subject: Form 481 Certification Confirmation

USAC_

Universal Service Administrtive € nmpnnyﬁ

Form 481 Certification Confirmation
Congratulations. Your filing has been successfully certified.

Filing Number: 1

Certification Date and Time: Fri Jul 01 17:32:19 EDT 2016
Filing Created By: mike@eagletelephone.com

SAC: 532369

498 1ID: 143002617

Carrier: EAGLE TEL SYSTEMS

Program Year: 2017

This is a system generated email,
Please do not respond to this message.

© 1997-2015, Universal Service Administrative Company, All Rights Reserved.

USAC | 2000 L Street NW | Suite 200 | Washington, DC 20036




Data
<010> Study Area Code 532369
<015> Study Area Name FAGLE TET, SYSTEMS

<020>

Program Year

2017

<030>

Contact Name: Person USAC should contact
with questions about this data

Rusti A. Lattin

035>

Contact Telephone Number:
Numher of the person identified in data line <030>

5418936111 ext.

<039>

Contact Email Address:
Email of the person identitied in data line <030>

rustieagletelephone. com

Form Type

54.313 and 54.422
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Page 2

(100) Service Quia
Data Coflection Form

OME Cotitrol No.. 3060-0586/0M
July2013.7 A

<010>  Study Area Code 532369
<015>  Study Area Name EAGLE TEL SYSTEMS
<020>  Program Year 2017
<030> Contact Name - Person USAC should contact regarding this data Rusti A, Lattin
<35> Coniact Felephone Number - Number of person Identified in data line <030> F418836111 ext.
<039>  Contact Emaill Address - Email Address of person identified in data line <030> rustifsaglatalaphons. ¢om
<110> Has your company recelved its ETC certification from the FOCC? {yes /no) @
if your answer to Line <120% s yes, do you have an existing §54.202(a} "5
<111> year plan" filed with the FCC? (yes/no) O O
If your answer to Line <111> is yes, please file a progress report, on line
<112> delineating the status of your company's existing § 54.202{a) "'S vear
plan" on flle with tha FCC, as it relates to your provision of voice telephony
service.
<112» Attach Five-Year Service Quality Improvement Plan or, in subseguent years,
your annual progress report filed pursuant to 47 C.F.R. § 54.313(a](1). if your companyisa
CETC which anly receives frozen suppott, your progress report is only
required to address voice telephony service.
Name of Attached Documant
Please select the appropriate responsas below (Yes, No, Not Applicable) to confirm
that the attached decument(s), on line 112, contains a progress repert on jts five-year
service quality improvement plan pursuant to §54.202{a). The information shall be
submitted at the wire center level or census block as appropriate.
<113> Maps detailing progress towards meeting plan targets Yes
<114> Report how much universal service {USF] support was recelved Yas
<115>  How much {USF) was used to improve service quality and how support was used to improve service quality Yas
<116>  How much {USF) was used to improve service coverage and how support was used fo imprave service coverage  [yes
<137>  How much (USF) was used lo improve servics capacity and how support was used to improve service capacly [y,
<118> Provide an explanation of netwark improvemant targets not met Not Applicable

in the prior calendar year.
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Page 3

(200) Service Outage Reporting (Vuloe}
Data Coltectlon Fol

- #CC Form 481

- OMB Contm] No. anﬁn-ugss,fOMB Conir '

-y 2013
<010>  Study Area Cade 532363
<(15>  Stuty Area Name ERGLE TEL SYSTEMS
<Q20> Program Year 2017
<@30> __ Contact Name - Person USAC should contact this data Busti A. Lattin
<0355 Contact Tefephone Number - Rumber of person identified in data line <gig> 5138936111 ext.
<039> _ Contact Email Address - Fmail Address of person identified in data line <030>  rustiGeagletelsphone.con
<210> Forthe prior calendar year, were there any reportable voice service outages? L]
<220> <a> <bl> <b2> <h3> <b4> <cl> <c2> <d> <> <b> <g <hx>
NORS Did This Outage
Referance | Outage Start | Qutage Start | Cutage End | Outage End Number of 911 Fadlities Service Outage Affect Multiple
Numhaer ate Time Date Time Customars Affected | Total Number of Affected Description (Check Study Areas Service Outage Preventative
Customers {¥es / No) all that apply} {¥es / No) Resolution f di
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Page 4

{300) Unfulfilled Service Reqisest ",
Data Collection Form .

-, OB Cantiof No.: 3060-0986/0MB Controt No, -3050-08;

- July 201,

<010>  Study Area Code 532369
<{¥15> Sli.ld! Area Name FAGLE TRTL SYSTRMS
2017

<020 Prugram Year

<030> _ Contact Name - Person USAC should contact regarding this data
<035> __ Contact Telephone Number - Number of persan identified In deta line <030>

Fusti A. Lattin

5418936111 ext.

<039> _ Contact Emalt Address - Email Address of person [dentified In data line <030> rustifgeagletelephone . com

<300> Unfulfilled setvice request {voice)

<330 Detail on attempts (voice)

<320> Unfulfilled service vequest (breadband)

<330 Detail on attempts {broadhand}

l

0 |

Name of Attached Document

0 |

Hame of Attached Document

Page 4




Page 5

(400) Blumher of Camplaims per 1,000 cistameds -~ . PeCForm48L e R
Data Collection Formy. -7 L, L .. OM3 Gontrol No. $060-0886/0M8 Gantral Mo, 3G50-0619
.. © o Jubyz013 . T L
<010>  Study Area Code 532369
<Q015>  Study Area Name ENGLE TEL SYSTEMS
<020>  Program Year 210
<030>  Contact Name - Person USAC should contact regarding this data ., , ...
Contact Telephone Number - Number of person identified in data line
<35> <0305 5418836111 wxt.
030> Contact Email Address - Email Address of person identified in data line russsecagastsiepnons.con
<030>
Select from the drop-down list to indicate how you would like to report
<4gps  voice complaints {zera or greater) for voice telephony service inthe prior  orfered only fixed voice
calendar year for each service area in which you are designated an ETC for
any facilities you own, operate, lease, or otherwise utilize.
<410>  Complaints per 1000 customers for fixed voice 8.0
<420>  Complaints per 1000 customers for mobile voice
Select from the drop-down list to indicate how you would like to report
<43p>  end-user customer complaints {zero or greater) for broadband servicein ~ Offered only fixed broadband
the prior calendar year for each service area in which you are designated
an ETC for any facilitles you own, operate, lease, or otherwise utilize.
<M0>  complaints per 1000 customers for fixed broadband 0.0
<450>  Complaints per 1000 customers for mobile broadband

Page s




 OMB Tontrol No. 3060-0386/0MS Cantrol No. 3060-061 = -

532369

<015>  Study Area Name

EAGLE TEL SYSTEMS

2011

<030> _ Contact Name - Person USAC should contact regarding this dats

Rusti A. Lattip

<035>  Contact Telephone Number- Number of person [dentified in data line <030

5418336111 nt.

<030 Cortact Emali Address - Emall Address of parsan identified in data line 030>

rustigeagletelephone. com

rules Yes

<510> Descptive document far Setvice Quality

5323691ine510-001.pdf

Page §




- (5O6) Functioniality In Emergency Situations

L FCC R AR,

Dita Collaction Ferin:. .- =" OMB Control No.. 3050-0986/0MB Cansrol s, 30600815
N ) i uly 2013 . TN

<010>  Study Area Code 532369

<015>  Stady Area Name EAGLE TEL SYSTen:

<D20> Program Year 2007

<030> Contact Name - Person USAC shou'd contact regarding this data Rusti 7. Lattia

<035> _ Contact Telephone Number - Number of person identified in data line <030s 3918936111 axt,

<039> Centact Email Address - Email Address of person Identified In data line <030>  rustideagletelephons.con

<600>  Certify compllance regarding abllity to functlon In emergency situations Yea

<G10>

d for Functianality in Emergency Situations

53236311in8610-001 ,pdE
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Page 8

' (700) Price Offetings incliding Volce Rate Data .~ '
. Data Collectlon Farm™ = *. .- 1 :

j'g;;rql Mo Iaosa-ons/omp:tunt_rpt No. 3060-0819

<Q10> Study Area Code 532369
<Q15> Study Area Name EAGLE TEL SYSTEMS
<020>  Program Year 2017

«(¥30> Contact Name - Persan USAC should contact regarding this data Fusti A. Lattin
<035> Contact Telephone Number - Numbar of person identified in data lina <030> 5418938111 ext.
<039> Contact Email Address - Email Address of person identified In data line <030 rusti@aaglatelephons.com

<701> Residential Local Service Charge Effective Date
<702> Single State-wlde Residential Local Service Charge u

<703>

esidential
State 2] {ILEC) SAC [CETC) Rate Type Service Rate State Subseriber Line Charge | State Unlversal Service Fee Service Charge Total per line Rates and Fee:

-- See atached-worksheet
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<010> Study Area Code 532369

<015> StudxArea Name BAGLE TEL SYSTEMS
<020> Program Year 2017
<030> _ Contact Name - Persan USAC should cantact regarding this data Rusti A. Lattin

<035> _ Contact Telephone Humber - Number of person fdentified in data line <030y 5918936111 sxt.

<039> Contact Emait Address - Email Address of person identified in data line <030>  rusti@eaglatelephone.com

<711>
Sroadband Service = Usage Allowance
State Regulated Downtoad i d Service- | Usage All Actlon Taken Whan
Stata {ILEC) [dential Rate Feas [Total Rate and Feas {Mbps) Upload Speed [Mbps) {GB} Limlt hed {sefect}

See-attached

s el 4
VTR OTTICLL

Pagel




Page 10

«010> Study Area Code 532369

<015> Study Area Name _BAGLE TEL SYSTEMS

«(020> Program Year 2017

<030> _ Contact Name - Person USAC should contact regarding this data Busti A. lattin

<035>  Contact Telephone Number - Number of person identified In data line <030> 5418936111 ext.

<039>  Contact Email Address - Email Address of person identified in data line <030> rustilieagletelephone. com
<810> _ Reporting Carrier Zagle Telephone Systems, Inc.

<811> _Holding Company Eagle Talaphone Systems, Ing.

<812> Operating Company Eagle Telephone System, Inc.

«B13>

Affiliates

SAC Dolng A5 G ar Brand Des,

Page 10




<010>  Study Area Code 532369

<015> Study Area Name BAGLE TEL SYSTEMS

<B20> _ Program Year 2017

<030> Contact Namz - Person USAC shoutd contact regarding this data Rusti A. Lattin

<035> _ Contact Telephone Number - umber of person identified i data line <030> S418936111 ext.

<039>  Contsct Email Address - Emaif Address of person identifled in data lina <030> zustifeaglatelephone. com

<900> Does the filing entity offer tribal land services? (V/N} Ho

<910> Tribal Land{s) on which ETC Serves
<320> Tribal Government Engagement Obligation

If your company serves Tribal lands, please select (Yeas,No, NA) for each these boxes

1o confirm the status described on the attached decumentis), on line 920,
demonstrates caordination with tha Trikal government pursuant to
§ 54,313{a)[9) includes:

<921>

<922>
<923>
<524>
<925>
<926>
<327>
<928>
<329>

Needs assessment and deployment planning with a facus on Tribal
community anchor inetitutions.

Feasibility and sustainability planning;

Marketing services in a culturally sensitive manner;

Compliance with Rights of way processes

Compliance with Land Use permitting requirements

Compliance with Facilitles Siting rules

Compliance with Environmental Review processes

Compliance with Cultural Preservation review processes
Compliance with Tribal Businass and Licensing requirements.

Name of Attached Document

Select
Yes or No ar
Not Applicable
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Page 12

<010>  Study Area Code 532369
<015>  Study Area Name ERGLE TEL SYSTEMS
<020> Program Year 2017
<030> Centact Name - Parson USAC should contact regarding this data Rusti A, Lattin
<035> Contact Telephone Number - Number of person identified in data line <030> 5418836111 ext.
<039> Contact Email Address - Email Address of person identified in data line <030> rustifeaglerslaphons.com
<1000> Voice sarvices rate comparability certification Yes
53236%0RVoiceServicesComparabilityReportLinel010.2014
<1019> Attach detailed description for voice services rate
comparability compliance
Name of Attached Dacument
Yes - Pricing is no more than the most recent applicable benchmark announced by
<1020> Broadband comparability certification the Wireline Competition Bureau
<1030> Attach detailed description for broadband

comparability complianze

Name of Attached Document

Page 12




Page 13

<010> Study Area Code 532349

<015> Study Area Name EAGLE TEL
<020> Program Year 2017

<030> Contact Name - Person USAC should contact regarding this data Rusti A. Lattin

<035> Contact Telephone Mumber - Number of person identified in data line <030>  ss18936111 azt.
<039> Contact Email Address - Email Address of person dentified in data line <030>  rusttgeagletelephone.com

<1100> Certify whether terrestrial backhaul options exist (Y/N) Yes |
<1130 Flease select the appropriate response (Yes, No, Not Applicable) to confirm the | |
teporting carrier offers broadband service of at least 1 Mbps downstream and 256 kbps

upstream within the supporied area pursuant to § 54.313(g).

Page 13




Page 14

<010>  Study Area Code 532369

<015> Study Area Name EMGLE TEL SYSTEMS
<020> Program Year 2017

<030> Contact Name - Parson USAC should contact regarding this data Rusti A. Lattin

<035>__Contact Telephone Number - Number of person identified in data line<030>  sa1as3siiz eze.

<039>  Contact Email Address - Email Address of person identified in data line <030> rusti@maglatelephone.com

§32369-2016Engla Service Fostar.pdf

<1210> Terms & Conditions of Voice Telephony Lifeline Plans

Name of Attached Decument

<1220>  Link to Public Website HTTP  inwr. eaglateiephone.com

“Please check these boxes below to confirm that the attached document(s), on line 1210,
or the website listed, on line 1220, contains the reguired information pursuant to

§ 54,422(a){2) annual reporting far ETCs receiving low-income support, carriers must
annually report:

<1221> Information describing the terms and conditions of any voice
telephony service plans offered to Lifeline subscribers,

<1222> Details on the number of minutes provided as part of the plan,

<1223> Additional charges for toll calls, and rates for each such plan.

Page 14




Page 15

<010  $tudy Area Cade 532369
<015>  Study Area Name EAGLE TBL SYSTEMS
<020 Program Year 20117

<(30>  Contact Name - Perscn USAC should contact r

data Rustd A. Lattin

<035> _ Contact Telephane Number - Number of person Identified in data llne <0305 > -00J011T =kE.

<039~ Contact Email Address - Email Address of person identified in data line <030>

rustiBeagletelephone.cam

Selact the appropriate responses below [Yes, Mo, Not Applicable) to note compliance as a recipient of incremental High Cost support, High Cost support to offset access charge reductions,

and Cennect America Phase H support as set forth in 47 CFR § 54.313(b),{c).(d) {e}. The Information reported on this form and in the documents attached below is accurate.

Incremental Connect America Phase | reporting

<2010>

<2011>

<2022>

<2023>

<2024A>

<20248>

<2025A>

<2025B>

<2015>

2nd Year Certlfication 47 CFR § 54.313(b){1){i} - Note that for the July 1
2016 certification, this applies to Round 2 reciplents of Incremental
Support

3¢d Year Certification 47 CFR § 54.313(b}{1){ii) - Note that for the July 1
2016 certification, this applies to Round 1 recipients of Incremental
Support

Recipient certifies, representing year two after filing a notice of
acceptance of funding pursuant to 54.312(c), that the Jocations in
question are not receiving support under the Broadband Initiatives
Program or the Broadband Technology Opportunities Program for
projects that will provide broadband with speeds of at Eeast 4
Mbps/1Mbps - 54.313(b}{2){i). Round 2 recipients only.

The attachment on line 2024 includes a statement of the total amount of
capital funding expended in the previous year in meeting Connect
America Phase | deployment obligations, accompanied by a list of census
blocks indicating where funding was spent. This cavers year two -
54.313(b)(2)(il). Round 2 recipients only.

Round 2 Recipient of Incremental Support?

Attach list of census blocks indicating where funding was spent in year
two - 54.313{b}(2)(ii). Round 2 recipients only.
Round 1 or Round 2 Recipient of Incremental Support?

Attach geocoded Information for Phase | milestone reports (Round 1 for
year three and Round 2 for year two) - Connect America Fund , WC
Daocket 10-90, Report and Order, FCC, 13-

2016 and future Frozen Support Certification 47 CFR § 54.313(c){4)

]

1

[ 1

[ 1

Name of Attached Document Listing
Required Information

1

Name of Attached Dacument Listing
Required information
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Page 16

Price Cap Carrier Connect America ICC Support {47 CFR § 54.313(d)}

<2016>

Certification support used to build broadband

Connect America Phase Il Reporting {47 CFR § 54.313(e)}
<2017A> Connect America Fund Phase If recipient?

<2017B>

<2018>

<2019>

<2020>

<2021>

<2026>

<2027>

Attach information for Phase Il - 54.313(e)(1) - list of geocoded locations
already meeting the 54.309 public interest obligations at the end of
calendar year 2015 and total amount of Phase H support, if any, the price

cap carrier used for capital expenditures in 2015.

Attach the number, names, and addresses of community anchor
institutions to which the carrier newly began providing access to
broadband service in the preceding calendar year - 54.313(e){2)(ii)

Recipient certifies that it bid on category one telecommunications and
Internet access services in response to all FCC Form 470 postings seeking
broadband service that meets the connectivity targets for the schools and
libraries universal service support program for eligible schools and
libraries located within any area in a census block where the carrier is
recelving Phase || model-based support, and that such bids were at rates
reasonably comparable to rates charged to eligible schools and fibraries in
urban areas for comparable offerings - 54.313(e){2}(v}

Recipient certifies that it offered breadband meeting the requisite public
Interest obligations specified in §54.309 to 40% of its supported locations
in the state on December 31, 2017 - 54.313(e){3)

Recipient certifies that it offered broadband meeting the requisite public
interast obligations specified in §54.309 to 60% of its supported locations
in the state on December 31, 2018 - 54.313(e){4)

Recipient certifies that it offered broadband meeting the requisite public
interest obligations specified in §54.309 to 80% of its supported locations
in the state on December 31, 2019 - 54.313({e}{5)

Recipient certifies that it offered broadband meeting the requisite public
interest obligations specified in §54.309 to 100% of its supported locations
in the state on December 31, 2020 - 54.313{e}(6)

Name of Attached Document Listing
Required Information

Name of Attached Document Listing
Required Information

Page 16




<010> Stugly Area Code

h323E9
<G15>  Study Area Name EAGLE _TEL SYSTEMS
<0720> Program Year 2017

<030> Contact Name - Person USAC should contact regarding this data

Rusti A. Lattin

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

5418936111 ext.

<035 Contact Email Address - Emait Address of person identlfied In data line <030>

rusti@eagletelephone.com

TR

S A LT R,

Complete the items below to note compliance with five year service quality plan (pursuant to 47 CFR § 54.202{a)} and, for privately held carriers, ensuring
compliance with the financial reporting requirements set forth in 47 CFR § 54.313(f)(2). | further certify that the information reported on this form and in

the documents attached below is accurate,

Progress Report on 5 Year Plan
{3009) Carrier certifies to 54.3£3(f}{1)(iii)

{20104) Milestone Certification {47 CFR § 54.313(R{1){i}}

{3010B)  Please Provide Attachment
tnfarmation
{30124} Communlty Anchor [nstitutions {47 CFR §
54.313{A{1}{ii}}
(30128}  Please Provide Attachment

Information
(3013) Is your company a Privately Held ROR Carrier {47 CFR (Yes/No}
§54.313{f)(2}}
[3014) Ifyes, doas your company file the RUS annual report {Yes/No)

Please check these boxes to canfirm that the
attached PDF, on line 2017, contains the required
Information pursuant to § 54.313(f)(2} compliance
requires;

{3045) Etectronlc copy of their annual RUS reports
{Operating Report for Telecommunications
Borrowers)

(3016} Document{s) with Balance Sheet, Income Statement
and Statement of Cash Flows

(3017} If the response is yes on line 3014, attach your
company's RUS annual report and all required Infarmation
documentation

Name of Attached Document Listing Required
Not Applicable - No Attachment Required

Name of Attached Document Listing Required

Yes — Attach Certification

5323690Rnilestonecertification2016.pdf

@ O
® 0

§323e9financinlstatements2016.pdf

Name of Attached Documant Listing Required

(3018} If the response is no on line 3014, is your company {Yes/No) O O

audited?

If the response Is yes on line 3018, please check the
boxas below to confitm your submission an line
3026 puzsuant to § 54.313{#}(2), contains:

{3019} Either a copy of their audited financial statement; or
(2} a financial report fn a farmat camparabla to RUS
Operating Report far Telecommunications Borrowers

{3020} Document{s} for Balance Sheet, Income Statement
and Statement of Cash Flows

(3021) Management fetter and/or audit opinion issued by
the independent certified public accountant that
perfarmed the company’s financlal audit.

If the response is no on line 3018, please check the
hoxes below to confirm your submission on fine
3026 pursuantte & 54.313{f}{2), contains:

(3022) Copy of their financial statement which has been
subject to review by an independent certified public
accountant; or 2) a financial report in a format
comparable to RUS Operating Report for
Telecommunications Borrowers

{3023) Underlying informatlon subjected to a review by an
independent certified public accountant

{3024} Underlying information subjected to an officer
certification.

(3025} Dacument(s] for Balance Sheet, Intome Statement
and Statement of Cash Flows

(3026) Attach the werksheet listing required information
information

Name of Attached Document Listing Required

Joo0 o oo
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<0A0> _ Study Arva Code

532369

015> _ Study Area Name

EAGLY TEL SYSTEMS

<020 Program Year

2017

<030 _Contect Name - Feron USAC should contact regarding this duta Rusti A. Lattin
«035> _Contact Telephone Number - Numbac of person Identified In data lina <030 6418936111 Ext.

<038> _Contact Email Address - Emall Address of parsan identiflad In data line <030>

rustifzagletelephona, com

Financial Pata Summary

(3027) Revenue

{3028} Operating Expenses

{3029) Net Income

{3030) Telephone Plant In Service(TPIS)
{3031) Total Assets

(3032) Total Debt
(3033) Total Equity
{3034) Dividends

|3836366

[3371576

[464790

(7482420

7640144

909760

5969333

0

Nama of.

Isting Requirad

Page 18
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<Q10> Study Area Code 532369

<015> Study Area Narne EAGLE TEL SYSTEM3

<020> Program Year 2017

<030> Contact Name - Person USAC should contact regarding this data Rustl A. Lattin

<035> Contact Telephone Numbser - Number of person identified in data line <03p> _ >71IIT o=
<039> Contact Email Address - Email Address of person identified in data line <0305  rusttaeagLerslophone.com

4005 Rural Broadband Experiment

Authorized Rural Breadband Experiment (RBE) recipients must address the certificatlon for public interest obligations, provide a list of newly served
community anchor institutions, and provide a list of locations where broadband has been deploved.

Public Interest Obligations — FCC 14-98 [paragraphs 26-29, 78)

Please address Line 4001 regarding compliance with the Commission’s pubfic interest obligations. All RBE participants must provide a response to Line 4001.

4001. Recipient certifies that it is offering broadband to the identified locations meeting the requisite public
interest obligations consistent with the category for which they were selected, including breadband speed,
latency, usage capacity, and rates that are reasonably comparable to rates for comparable offerings in urban
areas?

Community Anchor Institutions — FCC 14-98 {paragraph 79)

4003a. RBE participants must provide the number, names, and addresses of community anchar institutions to
which they newly deployed broadband service in the preceding calendar year. On this line, please respond
{ves —attach new community anchors, no ~ no new anchore) to indicate whether this list will be provided.

If yes to 4003A, please provide a response for 40038,

4003b. Provide the number, nares and addresses  Name of Attached Document Listing Required Information

of community anchar instibutions to which the
recipient newly began providing access to

broadband service In the preceding calendar year,
Broadband Deployment Locations — FCC 14-98 {paragraph 80}

4004a. Attach a list of geacoded lozations to
which broadband has been deployed as of the

lune 1st immediately preceding the July 1st filing  Name of Attached Document Listing Required inforrnation
deadline for the FCC Form 481.

£004h, Attach evidence demonstrating that the
recipient is meeting the relevant public service
ohligations for the identified locations. Materials

must at least detail the pricing, offered broadband  Name of Attached Document Listing Required Information
speed and data usage allowances available in the
relevant geographic area.
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Page 20

<D10>  Study Area Code 532369

<015> Study Area Name EAGLE TEL SYSTEMS
<0D20>  Program Year 2017

<030> Contact Name - Person USAC should contact regarding this data Rusti A. Lattin

<035>  Contact Telephone Numker - Nurnber of person identified in data line <030> 5418936111 ext.

<039> Contact Email Address - Email Address of person identified In data line <030> rustiBeagletelephone.com

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER IS FILING ANNUAL REPORTING ON ITS OWN BEHALE:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or LI Recipients

|} certify that | am an offlcer of the reporting carrier; my responsibilities include ensuring the accuracy of the annual reporting requir for uni service support
{reciplents; and, to the best of my k ledge, the infor reported an this form and in any attachments is accurate.

|rame of Reporting Carrier: EAGLE TEL SYSTEMS

Signature of Authorized Officer: Date

Printed name of Authorized Officer:

Title or position of Authorized Officer:

Telephone number of Authcrized Officer:

Study Area Code of Reporting Carrier; 532369 Filing Due Date for this form;  07/01/2016

Persons willfully making false statements an this form can be punished by fine or forfeiture under the Communications Act of 1934, 47 US.C. §§ 502, 503(b}, or fine or imprisonment
under Title 18 of the United States Code, 18 U.5.C. § 1001.
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Page 2]

532369

<010>  Study Area Code

<015>  Study Area Name EAGLE TEL SYSTEMS

<020> Program Year 2017

<030> Contact Name - Person USAC should contact regarding this data Rusti A. Lattin
5418936111 ext.

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

<039>  Contact Email Address - Emall Address of person identified in data line <030>  rustifleagletelephona.com

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

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

|| cartify that (Name of Agent) is authorized to submit the infermation reported on behalf of the reporting carriar. |
also certify that 1 am an officer of the reporting carrfer; my responsibilities include ensuring the accuracy of the annual data reporfing requirements provided to the authorized
agent; and, to the bast of my knowledge, the reports and data provided to the authorized agent is accurate,

Name of Avthorized Agent:

Name of Reporting Carrier:

|Signature of Autharized Officer: Data:
Printed name of Authorized Officer:

Title or position of Authorized Officer:

Telephone number of Authorized Officer:

I5tudy Area Code of Reporting Carrier: Flling Due Date for this form:

Persans wilfully making false statements on ths form can be punished by fitre ot forfeiture under the Communlcations Act of 1934, 47 U.5.C. §§ 502, 503{b), or fine ar imprisonment
under Title 18 of the United States Code, 18 U.S.C. §1001.

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to File Annual Reports for CAF or LI Reclplents or Behaif of Reporting Carrier

I, as agent for the reporting carrler, certify that 1 am authorized to submit the annual reports for uni 1 service supp i on behalf of the reporting carrier; | have provided
the data reported hereln based on data provided by the reporting carrler; and, to the hest of my knowledge, the information reported herein is accurate.

Name of Reporting Carrier:
Name of Authorized Agent Firm:

l-Signature of Authorlzed Agent or Employee of Agent:

{Name of Authorized Agent Employee:

[Title or position of Authorized Agent or Employee of Agent

[Telephone number of Autherized Agent or Employee of Agent:

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

Date:

"
Persons wilifuliy making false statements en this form can be punished by fine or forfeiture under the Communications Act of 1934, 47 1).5.C. §§ 502, 503{b), or fine or Imprisonment under Title i
18 of the United States Code, 18 L.5.C. § 1001. H
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«<010>  Study Area Code 532368

<15>  Study Area Neme EAGLE TEL SYSTEMS
<020= _ Program Year 2011
<030> Contact Name - Person USAC should contact regarding this data Rusti A. Laktin

<035> Contact Telephona Number - Number of person identified In data line <030> 5418936111 ext.
<039>  Contact Email Address - Email Address of person identified in data ling <030>  sustipasgletelaphons.com

<701> Residentiafl Local Service Charge Effective Date

<702> Single State-wide Residentlal Local Service Charge

f <703>

b :
Resklendal Local Mandatory Extended Area
State h fILEC) SAC {CETC) Rate Type Service Rate State Subscriber Lina Charge | State Univarsal Service Fee Sexvice Charge Total perline Ratesand Feed

OR FR 14.75 a.0 1.25 a,0 16.0




<010> Study Area Code
<015>  Study Area Name
<020>  Program Year

532369

EAGLE TEL SYSTEMS
2017

<D30> Centact Name - Person USAC should contact regarding this data
<035>» Contact Teleph

Fusti A. Lattin
Nurmher - Number of person identifled In data lIne <030> 5410936111 ext.
<039> Contact Email Address - Emall Address of parson identified in data line <030>

rustifeagletelephone. com

<711»
. Exchange (LEC , state Regulatad Total Rates | BroudbandService - Broadband Service |Usage Allowance |  Usage Allowance
tate Rate Fees and Fees Download Spesd  {4)pigad Speed (Mbps)| (GB) Action Taken
{Wbps} ‘When Limit Reached [salect}
OR 30.0 0.0 30.0 10.0 1.0 599599 e e rrently Wa do not Limle




EAGLETELEPHONE
SYSTEM

P.O. Box 178
Richland, OR 97870
Study Area Code: 532369

June 24, 2016

Voice Services Comparability Report

Pursuant to 47 C.F.R. § 54.313 (a) (10 ) Eagle Telephone System, Inc.; is in compliance with the
requirement that voice services is no more than two standard deviations above the national average
urban rate for voice service of $47.48 as specified in Public Notice DA 15-470 issued on April 16, 2015.
Eagle Telephone System, Inc.; current total local end-user rate* of $18.00 {which includes a local fee of
$16.60, mandated state fees of $1.35 and mandatory extended area service charges of $0) is not above
the standard deviation as specified in the USF/ICC Transformation Order. 2

! Local End User Rate as defined in USF/ICC Transformation Order 26 FCC Red at 17751, Para. 238

2 USF/ICC Transformation Order, 26 FCC Red at 17694, Para. 84 {footnote included) “The standard deviation is a
measure of dispersion. The sample standard deviation is the square root of the sample variance. The sample
variance is calculated as the sum of the squared deviations of the individual observations in the sample of data
from the sample average divided by the total number of observations in the sample minus one. In a normal
distribution, about 68 percent of the observations lie within one standard deviation above and below the average
and about 95 percent of the observations lie within two standard deviations above and below the average.”




EAGLETELEPHONE
SYSTEM
P.O. Box 178
Richland, OR 97870

Study Area Code: 532369

June 24, 2016

Milestone Certification

Pursuant to 47 C.F.R. § 54.202(a) Eagle Telephone System, Inc.; provides this certification that it is taking
reasonable steps to provide upon reasonable request broadband speeds of at least 4 Mbps
downstream/1 Mbps upstream, with latency suitable for real-time applications, including Voice over
Internet Protocol, and usage capacity that is reasonably comparable to offerings in urban areas as
determined in an annual survey as specified in Public Notice DA 15-470, and that requests for such
service are met within a reasonable amount of time. Details for how Eagle Telephone System, Inc.; is
meeting its obligations for broadband goals and required obligations are specified within the FCC Form
481 annual filing.




AFFIDAVIT CERTIFYIING EMERGENCY FUNCTIONALITY
54.313(a}{5) AND 54.313(a)(6}

1, Mike Lattin, being of lawful age and duly sworn, on my oath, state that | am the President of

Eagle Telephone System, Inc. and that | am authorized to execute this Affidavit on behalf of the
Company, and the facts set forth in this Affidavit are true and accurate to the best of my knowledge,
information, and belief.

The Company hereby certifies to the Oregon Public Utility Commission, Federal Communications
Commission, and the Universal Service Administrative Company pursuant to the requirements under
47 C.F.R. 54.313(a}(5) and 54.313(a}{6) that in the provisioning of wireline voice services:

1) Eagle Telephone System, Inc., is able to remain functional in emergency situations including a

~ reasonable amount of back-up power to ensure functionality without an external power source,
the ability to re-route traffic around damaged facilities, and the capability to manage traffic
spikes resulting from emergency situations.

2} All of Eagle Telephone System, Inc. Remote AFC cabinets are equipped with generators and
battery backup systems. These systems immediately kick on if the main power to the cabinets
has failed. The Central Office/Switch is also equipped with a generator and battery backup
system that kicks on in the event of a power failure. Any time that there is an emergency
situation such as a power failure we are able to provide service to our customers,

3) Our main customer service office is also equipped with a generator system so that if the power
is down we are still able to remain open to service customer inquiries, answer our landline
phones, and take care of any other customer service issues; during normal operating hours.

DATED this Z&’l{‘ day of __ }M’l& , 2016.

Eagle Telepho@‘*—
By: q

Mike Lattin
President

SUBSCRIBED AND SWQRN to before me this ZB day of (/Lme , 2016.

fer
Notary Public in‘and ftw/the State of Oregon

My Commission Expires: _{ be/tﬁl é’-,é, .20/&

QFFICIAL

BRANDI A SANGSTER
NOTARY PUBLIC - OREGON
COMMISSION NO. 47
MMISSION EXPIRES JULY. 26
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AFFIDAVIT CERTIFYING USE OF UNIVERSAL SERVICE FUNDS

I, Mike L. Lattin being of lawful age and duly sworn, on my oath, state that [ am the President of
Eagle Telephone System, Inc.; and that I am authorized to execute this Afﬁdavit on behalf of the
Company, and the facts set forth in this Affidavit are true to the best of my knowledge,

information and belief.

Pursuant to the requirements of the Federal Communications Commission, 47 C.F.R. § 54.314,
Eagle Telephone System, Inc.; hereby certifies to the Public Utility Commission of Oregon that
it is eligible to receive federal high-cost support for the program years cited.

I attest that all federal high-cost support provided to Eagle Telephone Systém, Inc.; in Oregon
was used in the preceding calendar year (2015) and will be used in the coming calendar year
(2017) only for the provision, maintenance and upgrading of facilities and services for which the

support is intended.

DATED this Zgn\day of Z;@g ., 2016.

By: D 2: (Officer’s Name)

Its: 7égﬁ DENT : (Officer’s Title)

SUBSCRIBED AND SWORN to before me this 28 day of ( Aune. 2016,

Bk Y fopler

Notary public in and for the State of _{ >£@3m

My Commission Expires: 201 ! & BR A?\"BFFR sl- Ashfé!érea
A\G/ NOTARY PUBLIC - OREGON

COMMIS. 0. 47
MMISSION EXPIRES ALy oo




AFFIDAVIT CERTIFYIING COMPLIANCE WITH SERVICE
QUALITY AND CONSUMER PROTECTION MEASURES 54.313(a)(5) AND 54.313(a){6)

I, Mike Lattin, being of lawful age and duly sworn, on rhy oath, state that | am the President of
Eagle Telephone System, Inc. and that | am authorized to execute this Affidavit on behalf of the

Company, and the facts set forth in this Affidavit are true and accurate to the best of my knowledge,
information, and l_gelief.

The Company hereby certifies to the Oregon Public Utility Commission, Federal Communications
Commission, and the Universal Service Administrative Company pursuant to the requirements under
47 C.F.R. 54.313(a)(5) and 54.313(a)(6) that in the provisioning of wireline voice services:

1). Eagle Telephone System, Inc., has established operating procedures designed to facilitate
compliance with applicable consumer protection rules.

2) Eagle Telephone System, Inc., has established operating procedures designéd to facilitate

compliance with service quality standards which may include customer remedies and
improvement plans, '

3} Eagle Telephone System, Inc., discloses all of our rates and terms of service to the customer, in
the form of plan pamphlets and information on our website. We provide contract terms to
customers and confirm changes in service. We allow a 30 day trial period for all new service
connects. We provide specific disclosures in our advertising. We separately identify carrier

- charges from state and federal taxes on our billing statements and we also disclose said taxes on
our website and plan pamphlets. We provide the customer the right to terminate service for
changes to contract terms. We provide ready access to customier service with our telephone
number and customer service contact information on our website and billing statements. We
respond to customer inquiries and complaints from government agencies within 30 days of

receiving complaints from any such agency. We abide by federal CPNI laws regarding customer
privacy. ' : '

DATED this 'ZE)%dayof _, imgg , 2016.

Eagle Telephone System

" Mike Lattin
President

SUBSCRIBED AND SWORN to before me this Zg%day of ;)cme, ,2016.

Brand) A

Notary Publicina

forithe State of Oregon

My Commission Expires: | !g,_<17 Z!Q' 20l

OFF:
BRANDI A SANGETER
' NOTARY PUBLIC - OREGON
12 COMMISSION NO. 470340

1Y COMMISSION EXPIRES JULY. 2¢
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REPORT OF INDEPENDENT AUDITORS

To the Board of Directors

Eagle Telephone System, Inc.

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Eagle Telephone System, Inc, and
subsidiary (the Company), which comprise the consolidated balance sheets as of December 31, 2015 and
2014, and the related consolidated statements of income and retained earnings and cash flows for the'years
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 free 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 audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Compitroller General of the United States, Those standards require that we plan and perform the audit

to obtain reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit 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 for 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.
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We believe that the audit evidence we have obtained is sufficient and appropriate to pravide a basis for our
audit opinion,

Opinion

In our opinion, the consolidated financial statements referred to ahove present fairly, in all material
respects, the financial position of Eagle Telephone System, Inc. and subsidiary as of December 31, 2015 and
2014, and the resuits of their operations and their cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated April 1, 2016 on
our consideration of the Company's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that reportis to describe the scope of our testing of internal control over financial reparting
and compliance and the results of that testing, and not to provide an opinion an internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

fHass Lo (LFP

Stockton, California
April 1, 2016




CONSOLIDATED FINANCIAL STATEMENTS




EAGLE TELEPHONE SYSTEM, INC.
CONSOLIDATED BALANCE SHEETS

ASSETS




EAGLE TELEPHONE SYSTEM, INC.

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

DECEMBER 31,




FAGLE TELEPHONE SYSTEM, INC.
CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

VEARS ENDED DECEMBER 31,
2015 2014




EAGLE TELEPHONE SYSTEM, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31,
2015 2014

CASH FLOWS FROM OPERATING ACTIVITIES




EAGLE TELEPHONE SYSTEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - DESCRIPTION OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and description of operations - Eagle Telephone System, Inc. {ETS) was incorporated on
September 1, 1981 as an Oregon telephone utility corporation subject to the rules and regulations of the
Oregon Public Utility Commission {OPUC) and the Federal Communications Commission (FCC). The
Company provides telephone service in its franchised territory of Rickland, Sparta, New Bridge, and Conner
Creek, Oregon.

Snake River PCS (PCS), a wholly-owned subsidiary of ETS, was incorporated in 2001 to provide wireless
communication services to subscribers in Baker and Union counties in Oregon.

Accounting policies - The financial statements of the Company have been prepared in canformity with
accounting principles generally accepted in the United States of America applicable to regulated public

utilities. Such accounting principles are consistent in all material respects with accounting prescribed by the
FCC.

Consolidation policy - The accompanying consolidated financial statements include the accounts of Eagle
Telephone System, Inc. and its wholly-owned subsidiary. All material intercompany transactions and
balances have been eliminated in consolidation.

Use of estimates - The preparation of financial statements in conformity with generally accepted
accounting principles 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
consolidated financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Cash and cash equivalents - For purposes of the statement of cash flows, the Company considers all highly
liquid debt instruments with original maturities of three months or less to be cash equivalents,

Accounts receivable - The Company generally does not require collateral or other security to support
accounts receivable. Credit risk associated with receivables is periodically reviewed by management and, if
required, an allowance for doubtful accounts is established. An allowance for doubtful accounts of $4,571
was recorded at December 31, 2015 and 2014. Past due status is based on the terms of each sale, Amounts
due in excess of 90 days are immaterial. Interest is not charged on past due balances for ETS customers. PCS
charges 1.5% interest per month on outstanding balances to its customers who are more than 60 days past
due. Uncollectible receivabies are charged off when deemed uncollectible. Recoveries of previously charged
off accounts are recorded when received.

Material and supplies - Material and supplies inventory consists of material and supplies used for
construction. Material and supplies also consists of handsets and related accessories that are purchased for
resale. Material and supplies used for construction are stated at the lower of cost or market. Cost is
determined by the average cost method. Material and supplies purchased for resale are carried at the Jower
of cost or market. Market is determined using replacement cost in accordance with industry standards.
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EAGLE TELEPHONE SYSTEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - DESCRIPTION OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant, and equipment - Property, plant, and equipment are stated at original cost. The cost of
additions and substantial betterments of property, plant, and equipment is capitalized. The cost of
maintenance and repairs is charged to operating expensés. The Company records income as an allowance
for funds used during construction (AFUDC) and capitalizes as a cost of construction the cost of financing
large construction projects spanning a period greater than two months. The Company uses a weighted-
average interest rate based on total Company long-term debt.

Regulated property, plant, and equipment is depreciated using straight-line methods in accordance with
rates as prescribed by regulators. In accordance with composite group depreciation methodology, when a
portion of the Company's depreciable property, plant, and equipment is retired in the ordinary course of
business, the gross book value is charged to accumulated depreciation.

Nonregulated property, plant, and equipmentis depreciated using straight-line methods over the estimated
useful lives of the assets. Upon retirement, sale, or other disposition of nonregulated plant, the cost and
related accumulated depreciation are removed from the related accounts and the resultlng gains or losses
are included in the consolidated statement of income.

Revenue recognition - Monthly service plan revenues derived from local service, Internet, and basic
monthly wireless services are billed and recognized in the month that service is provided.

Usage sensitive revenues such as access (revenues earned from originating/terminating long distance calls)
and wireless roaming and airtime are generally billed as a per minute charge. Although these revenues are
billed in arrears, an estimate of unbilled revenues is accrued in the month the service is provided.

Interstate access revenues also include settlements based on the Company’s participation in the revenue
pools administered by the National Exchange Carrier Association (NECA). Settlement revenues are
determined by annually prepared separations and interstate access cost studies. These studies are prepared
subsequent to year end and, therefore, the related revenues are recorded on the books based on an estimate
of NECA pool earnings and on other assumptions related to information utilized in the preparation of the
Company’s cost study. Revenues for the current year are based on estimates prior to the submission of the
cost study reporting actual results of operations. The studies are subject to a 24-month pool adjustment
period and review by NECA. There was an insignificant revenue impact in 2015 and 2014 for adjustments
related to prior year differences between the recorded estimates and actual revenues. Management does not
anticipate significant ad] ustments to recorded revenues for the years ended December 31, 2015 and 2014 in
future years. :

Internet revenues are derived from providing end user customer’s connection to the public Internet.
Additionally, interstate access revenues include settlements from NECA that compensate the Company for

. the DSL transport related to Internet traffic,




EAGLE TELEPHONE SYSTEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - DESCRIPTION OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition (continued) - The Company's wireline and wireless universal service support
revenue is intended to compensate the Company for the high cost of providing rural telephone service,
Universal service support revenue includes funds received for high cost loop support (HCLS), interstate
common line support (ICLS), Connect America Fund (CAF), and other miscellaneous programs. HCLS and
ICLS are based on the Company's current relative level of operating expense and plant investment. Support
from the CAF is based on a historical frozen amount related to 2011 investment and expenses associated
with the switching function and certain 2011 intrastate access revenues, which together make up the CAF
base. The CAF base will be reduced by 5% each year in determining CAF support.

Wireless support revenues were frozen based on amounts of wireless supportreceived in 2011 and will be
phased ocut over a five-year period.

The Company received $1.9 million or 49% and $1.7 million or 46% of total operating revenue from the
Federal Universal Service programs in 2015 and 2014, respectively.

Regulation - The Company’s services are subject to rate regulation as follows:

» Local telephone and intrastate access revenues are regulated by the OPUC. The FCC also has
assumed preemptive authority to regulate intrastate telecommunications services, including
intrastate terminating access rates.

. Interstate access revenues are regulated by the FCC through its regulation of rates and settlements
procedures as administered by NECA.

s Federal universal service revenues are administered by the Universal Service Administrative
Company (USAC) based on rules established by the FCC.

¢ State universal service revenues are based on rules established by the OPUC.

Other sources of revenues are not rate regulated and include wireless services, internet, billing and
collection services, rents, directory, equipment sales, and other incidental services.

Wireless expenses and nonregulated plant are directly attributable to nonregulated services.

All other operating expenses and property, plant, and equipment are related primarily to regulated
revenues. However, some of these costs joinily relate to regulated and nonregulated services. For
settlement, universal service support, rate case, and other regulatory purposes, the portion of these costs
related to nonregulated activities are removed from these accounts in accordance with Part 64 of the FCC
rules in order to ensure that regulated revenues are based on costs of providing regulated services.

10
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EAGLE TELEPHONE SYSTEM, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - DESCRIPTION OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Income taxes - The stockholders of the Company have elected to be taxed under the provisions of
Subchapter S of the Internal Revenue Code. Therefore, all earnings and Iosses of the Company are included
on the individual tax returns of the stockholders. Accordingly, no provision has been made for federal and
state income taxes and previously recorded deferred taxes have been eliminated.

The Company records uncertain tax positions if the likelihcod the position will be sustained upon
examination is less than 50%. As of December 31, 2015 and 2014, the Company had no accrued amounts
related to uncertain tax positions. Interest and penalties, if any, are recorded asinterest expense and other

expense, respectively, The Company is no longer subject to U.S. federal or state and local income tax
examinations by tax authorities for years before 2012.

Taxes imposed by governmental authorities - The Company's customers are subject to taxes assessed by
various governmental authorities on many different types of revenue transactions with the Company. These
specific taxesare charged to and collected from the Company's customers and subsequently remitted to the
appropriate taxing authority. The taxes are accounted for on a net basis and excluded from revenues,

Concentrations of credit risk - Throughout the year, cash balances with local institutions exceeded
federally insured limits. A possible loss exists when cash halances with one financial institution isin excess
0£$250,000. The Company minimizes this risk by utilizing several financial institutions for deposits of cash
fands.

Subsequent events - Subsequent events are events or transactions that occur after the balance sheet date,
butbefore financial statements are issued. The Company recognizes in the financial statements the effects of
all subsequent events that provide additional evidence about conditions that existed at the date of the
balance sheet, including the estimates inherent in the process of preparing the financial statements, The

- Company’s financial statements do not recognize subsequent events that provide evidence about conditions
that did not exist at the date of the balance sheet, but arose after the balance sheet date and before the .

financial statements are available to be issued.

The Cempany has evaluated subsequerit events through April 1, 2016, which is the date the financial
statements are available to be issued.-

11




'EAGLE TELEPHONE SYSTEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2 - INTANGIBLE ASSETS

Intangible assets deemed to have indefinite lives are not amortized, but are subject to annual impairment
tests. Other intangible assets are amortized over their useful lives.

Amortizable intangible assets consist of a customer list acquired in 2010 for $40,000 thatis amortized over
an estimated useful life of seven years using the straight-line method. Amortization expense for both 2015
and 2014 was $6,667 and estimated annual amortization expense is $3,333 for 2016, -

Nonamortizable indefinite lived intangible assets consist of PCS and Hi-Output cellular licenses.
Management has determined that its intangible assets were not impaired as of December 31, 2015.
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EAGLE TELEPHONE SYSTEM, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 3 - PROPERTY, PLANT, AND EQUIPMENT

Property, plant, and equipment balances, together with accumulated depreciation, consist of the followingat
December 31:
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