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To the Board of Directors Bardstown

Brandenburg Telephone Company
Brandenburg, Kentucky

Report on the Financial Statements

We have audited the accompanying balance sheets of Brandenburg Telephone Company as of December 31, 2014 and
2013, and the related statements of income, changes in stockholders’ equity, and cash flows for the years then ended.
These financial statements are the responsibility of Brandenburg Telephone Company’s management. Qur responsibility
is to express an opinion on these financial statements based on our audit,

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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 Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the 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 financial statements in order to
design audit procedure 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 policies made by
management, as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Brandenburg Telephone Company as of December 31, 2014 and 2013, and the results of its operations and cash flows for
the years then ended in conformity with accounting principles generally accepted in the United States of America.

Other Matters

In accordance with Governmernt Auditing Standards, we have also issued our report dated March 20, 2015, on our
consideration of Brandenburg Telephone Company’s internal control over financial reporting and our tests of is
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and the results
of that testing, and not to provide an opinion on the 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 is important for assessing
the results of our audit,
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BRANDENBURG TELEPHONE COMPANY
BALANCE SHEETS
DECEMBER 31, 2014 AND 2013

ASSETS 2014 2013
Current Assets:
Cash and cash equivalents $ 9,473,380 12,620,695
Accounts receivable 1,401,256 1,570,130
Income tax receivable 507,166 698,308
Due from affiliate 14,021,500 12,946,732
Materials and supplies, at average cost -
based on the lower of cost or market 943,419 711,924
Prepaid insurance 29,469 27,050
Total Current Assets 26,376,190 28,574,839
Non-Current Assets:
Portfolio investments, available for sale 2,511,904 2,467 825
Investment in nonregulated 3,089,062 2,216,390
Deferred income taxes (Note J) 4,253,894 4,512,911
Total Non-Current Assets 9,854,860 9,197,126
Telephone Plant, at original cost (Note A):
Telephone plant under construction 159,297 77,935
Telecommunications plant (Note I) 76,204,402 75,166,026
76,363,699 75,243,961
Less: Accumulated Depreciation 74__,933,031 74,421,715
Total Telephone Plant 1,430,668 822,246
TOTAL ASSETS $ 37,661,718 $ 38,594,211

See independent auditors' report.
See notes to financial statements.

Richardson, Pennington & Skinner, PSC

CERTIFIED PUBLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY
BALANCE SHEETS (CONTINUED)
DECEMBER 31, 2014 AND 2013

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES 2014 2013
Current Liabilities:
Accounts payable $ 484,356 $ 443,026
Customer deposits 13,697 17,728
Other current and accrued labilities 1,805,587 540,915
Total Current Liabilities . 2,303,640 1,001,669
TOTAL LIABILITIES 2,303,640 1,001,669

STOCKHOLDERS' EQUITY
Common stock, $50 par value; authorized shares,

100,000; issued and outstanding shares, 100,000. 5,000,000 5,000,000
Retained Earnings 29,782,279 30,735,928
Accumulated other comprehensive income

Unrealized gains (losses) on securities (258) 3,818
Change in Pension Accural _ 576,057 1,852,796
TOTAL STOCKHOLDERS' EQUITY 35,358,078 37,592,542
TOTAL LIABILITIES AND
STOCKHOLDERS' EQUITY $ 37,661,718 $ 38,594,211

See independent auditors' report,
See notes to financial statements.

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY
STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

201 2013
Operating Revenues:
Local network service $ 3,174,935 3 3,207,067
Network access service 10,431,936 10,990,089
Long distance network service 546,745 670,803
Miscellaneous revenue 1,217,530 1,629,567
Total Operating Revenues 15,371,146 16,497,526
Operating Expenses:
Plant specific operations expense 3,378,122 3,050,019
Plant non-specific operations 1,640,965 1,576,492
Depreciation 793,369 1,112,264
Customer operation expense 1,934,816 1,966,153
Corporate operation expense 1,569,653 2,053,408
Other taxes 443,022 _ 411,960
Total Operating Expenses 9,765,947 10,170,296
Operating Income 5,605,199 6,327,230
Other Income (Expense)
Interest income 57,083 -0
Interest expense -0- (8,285
Other income : 122,581 431,225
Total Other Income (Expenses) 179,6__64 422,940
Income Before Nonregulated Income 5,784,863 6,750,170
Nonregulated Income 1,152,943 729,067
Net Income Before Income Taxes 6,937,806 7,479,237
Income Taxes 3,001,455 B 2,305,331
Net Income $ 3,846,351 $ 5,173,906
See independent auditors’ report.
See notes to financial statements.
Richardson, Pennington & Skinner, PSC 6 CERTIFIED PUBLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014 2013
Net income $ 3.846,351 $ 5,173,906
Other comprehensive income
Defined benefit plan (1,280,557) 6,247,864
Unrealized gains on marketable securities (258) _ 3,818
Total other comprehensive income (1,280,815) 6,251,682
Total $ 2,565,536 $ 11,425,588

Richardson, Pennington & Skinner, P5C CERTIFIED PUBLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY
STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

Balance, December 31, 2012

Comprehensive Income
Net income for the year ended December 31, 2013
Change in Unrealized gains on marketable securities
net of tax expense of $2.653
Change in Pension Accrual net of tax expense
of $3,600,475

Comprehensive Income

Cash Dividends:
Common stock, $25.00 per share to Holding Company

Balance, December 31, 2013

Comprehensive Income
Net income for the year ended December 31, 2014
Change in Unrealized gains on marketable securities
net of tax benefit of $180
Change in Pension Accrual net of tax expense
of $889,879

Comprehensive Income

Cash Dividends:
Common stock, $25.00 per share to Holding Company

Balance, December 31, 2014

See independent auditors’ report,
See notes to financial statements.

Richardson, Pennington & Skianer, PSC

Other
Common Retained Comprehensive
Stock Earnings Income Total
3 5,000,000 30,362,022 $  (4395068) $ 30,966,954
-0- 5,173,906 -0- 5,173,906
-0- -0- 3,818 3,818
-0- -0- 6,247 864 6,247,864
-0 5,173,906 6,251,682 11,425,588
-0- (4,800,000) -0- (4,800,000)
5,000,000 30,735,928 1,856,614 37,592,542
-0- 3,846,351 -0- 3,846,351
-0- -0- {258) (258)
-0- -0- (1,280,557) {1,280,557)
-0- 3,846,351 (1,280,813) 2,565,536
-0- {4,800,000) -0- (4,800,000)
$ 5,000,000 29,782,279 % 575,799 §  35358,078

CERTIFIED PUBLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014 2013

Cash Flows from Operating Activities:

Cash received from regulated services $ 15,540,020 $ 16,938,201

Other receipts 122,581 431,225

Cash paid to suppliers, emplovees, and affiliates {10,347,243) (9,964,403)

Interest received 57,083 -0-

Interest paid -0- (8,285

Taxes paid (2,376,258) (2,610,765)
Net Cash Provided By Operating Activities 2,496,183 4,7_85,973
Cash Provided (Used) In Investing Activities:

Construction and acquisition of telecommunications plant (1,119,738) (643,423)

Nonregulated activities 280,271 (130,93 D
Net Cash (Used) Provided In Investing Activities (839,467 (774,354)
Cash Provided (Used) in Financing Activities:

Dividends paid (4,800,000) (4,800,000)

(Decrease) in customer deposits (4,031) - {(4,305)
Net Cash Used In Financing Activities {4,804,031) _(4,804,305)
(Decrease) Increase in Cash (3,147,315) (792,686)
Cash and Cash Equivalents Beginning of Year 12,620,695 13,413,381
Cash and Cash Equivalents End of Year $ 9,473,380 $ 12,620,695

See independent auditors' report.
See notes to financial statements.

Richardson, Pennington & Skinner, PSC 9 CERTIFIED PUBLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY
STATEMENTS OF CASH FLOWS (CONTINUED)
FOR THE YEARS ENDED DECEMBER 31, 2014 AND 2013

2014 2013
Operating Activities:
Net income $ 3,846,351 $ 5,173,906
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 793,369 1,112,264
Deferred tax provisions 259,017 3,719,335
Decrease (Increase) in accounts receivable 168,874 440,675
Decrease (Increase) in income tax receivable 191,142 289,963
Decrease (Increase) in due from affiliate (1,074,768) (1,000,532)
Decrease (Increase) in materials inventory (231,493) 291,439
Decrease (Increase) in prepaid insurance (2,419) (2,484)
Increase (Decrease) in accounts payable 41,330 (29,970)
Increase (Decrease) in customer deposits (4,031) (4,305)
Increase (Decrease) in accrued Habilities (1,491,187) (5,204,318)
Net Cash Provided By Operating Activities $ 2,496,183 $ 4,785,973

See independent auditors' report,
See notes to financial statements,

Richardson, Pennington & Skinner, PSC 10 CERTIFIED PURLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2014 AND 2013

Note A - Summary of Significant Accounting Policies

The Company maintains its records in accordance with practices prescribed or permitted by the
Kentucky Public Service Commission and the Rural Utilities Service (RUS) which conforms to
accounting principles generally accepted in the United States in all material respects. Accordingly,
the Company follows these practices:

Nature of Operations:

The Brandenburg Telephone Company is a telephone company that offers business and residential
telephone service to customers located in Meade, Hardin and Breckinridge counties in Kentucky.

Telephone Plant:

Telephone plant in service is stated at original cost, which is the cost when first dedicated to public
service. Such cost includes applicable supervisory and overhead cost.

The cost of maintenance and repairs, including renewals of minor items of property, is charged to
operating expense. The cost of depreciable property units, as distinguished from minor items, is
charged to utility plant. The cost of removal, net of any salvage value, is charged to accumulated
depreciation. Gain or loss on the sale of assets is recognized as income in the year in which the
assets are sold.

Depreciation:

Provision has been made for depreciation for financial statement purposes on the basis of estimated
useful lives of assets {as prescribed by the Public Service Commission of Kentucky) using the
straight-line method.

Estimates:

Management uses estimates and assumptions in preparing these financial statements in accordance
with U.S. generally accepted accounting principles. Those estimates and assumptions affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and Habilities, and the

reported revenues and expenses. Actual results could vary from the estimates that were used.

Accounts Receivable:

The Company considers its accounts receivable at cost less an allowance for doubtful accounts. On a
periodic basis, the Company evaluates its accounts receivable and establishes an allowance for
doubtful accounts, based on a history of past write-offs and collections and current credit conditions,
The Company’s policy is not to accrue interest on accounts receivable, Accounts are written off as
uncollectiblie at the time management determines the collection is unlikely.

Note B - Parent Subsidiarv

As of December 31, 2014, the Brandenburg Telephone Company is a wholly owned subsidiary of
Brandenburg Communications Corporation.

Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
11



BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

Note C — Pension Plan

The Company sponsors a defined benefit pension plan that covers substantially all employees. The
plan calls for benefits to be paid to eligible employees at retirement based primarily upon years of

service with the Company and compensation rates near retirement.

The following illustrates the pension plan for the year ended December 31, 2014 and 2013

Change in benefit obligation

Benefit obligation at beginning of year
Service cost
Interest cost
Benefits paid
Actuarial {(gain) or loss
Benefit obligation at end of year

Change in plan assets

Fair value of plan assets at beginning of year
Actual return on plan assets
Employer contributions
Benefits paid

Fair value of plan assets at end of year

Reconciliation of funded status

Funded status
Unrecognized acturial (gain) or loss
Unrecognized transition (asset) or obligation
Unrecognized prior service cost

Net amount recognized at year-end

Amounts recognized in the statement of
financial position consists of:

Noncurrent assets
Noncurrent liabilities
Net amount recognized at year-end

Amounts not yet reflected in net periodic
benefit cost and included in accumulated
other comprehensive income

Transition (obligation) asset

Prior service credit (cost)

Accumulated gain (loss)

Accumulated other comprehensive income

Cumulative employer contributions in excess of net
periodic benefit cost

Net amount recognized in statement of financial position

Richardsen, Pennington & Skinner, PSC
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$ (1,466,554)

CERTIFIED

2014 2013
$26,747,073 $31,432,702
734,883 862,602
1,242,600 1,155,716
(1,038,029) (1,023,606)
3,458,260 (5,680,341)
$31,144,787 $26,747,073
$26,773,931 $21,448,056
3,181,475 5,340,166
760,856 1,009,315
(1,038,029) (1,023,606)
$29,678,233 $26.773,931
$ (1,466,554) $ 26858
-0- -{)-
-(}- -()-
(- 0=
$ (1,466,554) S 26,858
$ -0- $ 26,858
$ (1,466,554) $ 0
$ (1,466,554) $ 26,858
$ 0- $ 0-
(32,842) (39,176)
1,015,406 3,179,508
982,564 3,140,332
(2,449,118) (3,113,474)

b 26,858

PUBLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2014 AND 2013

Note C — Pension Plan (Continued)

Additional year-end information for plans
with benefit obligations in excess
of plan assets:

Benefit obligation
Fair value of plan assets

Components of net periodic benefit cost

Service cost
Interest cost
Expected return on plan assets
Amortization of prior service cost
Amortization of transitional obligation
Recognized actuarial (gain) loss

Net periodic benefit cost

Weighted-average assumptions as of
December 31:

Discount rate
Expected return on plan assets
Rate of compensation increase

2014 2013
$31,144,787 $26,747,073
29,678,233 26,773,931
$ 734,883 $ 862,602
1,242,600 1,155,716
(1,842,365) (1,467,912)
6,334 6,334

-{)- -{)-
(44,952) 289,410

$ 96,500 $ 846,150

201 2013

3.75% 3.75%
7.00% 7.00%
6.00% 6.00%

The following is an analysis of plan assets by category at measurement dates December 31:

Cash
Debt Securities
Equity Securities

2014 2013
3% 3%
24% 26%
73% 71%
100% 100%

Benefits expected to be paid in each of the next five years and in the aggregate for the

five years thereafter are:

Fiscal Year
2015
2016
2017
2018
2019

2020-2024

Richardson, Pennington & Skinper, PSC
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$ 1,084,261
1,140,420
1,194,158
1,288,946
1,368,973
9,254,632

CERTIFIED PUBLIC ACCOUNTANTS



BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

Note C — Pension Plan (Continued)

DECEMBER 31, 2014 AND 2013

To develop the expected long-term rate of return on assets assumption, the company considered the
historical returns and the future expectations for returns for each asset class, as well as the target
asset allocation of the pension portfolio. This resulted in the selection of the 7.00% long-term rate of

return on assets assumption.

The Plan’s investments are reported at fair value.

Fair Value
Measurements Using:
Significant
Unadjusted Other
Cuoted Observable
Prices Inputs
Fair Value (Level 1) (Level 2)
December 31, 2014
Common stocks $ 21,753,413 $ 21,753,413 $ -0-
Corporate bonds 4,196,485 -0- 4,196,485
U.S. government securities 2,071,492 -0- 2,071,492
State & municipal 1,004,406 -(}- 1,004,406
Total 29,025,796 $ 21,753,413 $ 7,272,383
Cash accounts 652,437
Total $ 29,678,233
Fair Value
Measurements Using:
Significant
Unadjusted Other
Quoted Observable
Prices Inputs
Fair Value (Level 1) (Level 2)
December 31, 2013
Common stocks $ 201,456,997 $ 20,456,997 $ -0-
Corporate bonds 3,118,848 -()- 3,118,848
LS. government securities 1,789,622 (- 1,789,622
State & municipal 1,232,122 (- 1,232,122
Total 26,597,589 520,456,997 $ 6,140,592
Cash accounts 176,342
Total ¥ 26,773,931

Richardson, Pennington & Skinner, PSC
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BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

Note C — Pension Plan (Continued)

FASB ASC Topic 820, Fair Value Measurements and Disclosures, establishes a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The
hierarchy consists of three broad levels: Level 1 inputs consist of unadjusted quoted prices in
active markets for identical assets and have the highest priority, Level 2 inputs consists of
observable inputs other than quoted market prices for identical assets, and Level 3 inputs have
the lowest priority. The Plan uses appropriation valuation techniques based on the available
inputs to measure the fair value of its investments. When available, the Plan measures fair value
using Level 1 inputs because they generally provide the most reliable evidence of fair value.

Level 1 Fair Value Measurements

The fair values of common stock are based on quoted market prices.

Level 2 Fair Value Measurements

The fair value of corporate bonds and U.S. Government securities for which quoted market
prices are not available are valued on yields currently available on comparable securities of
issuers with similar credit ratings. Investments in certain restricted common stocks are valued at

the quoted market price of the issuer’s unrestricted common stock less an appropriate discount.

Note D - Cash Flow Information

The Company considers all short-term investments with an original maturity of three months or less
to be cash equivalents.

Cash paid for interest and income taxes for 2014 and 2013 was as follows:

014 201
Interest paid $ -0- $ 8,285
Income taxes $ 2,376,258 $ 2,610,765

Note E - Concentrations of Credit Risk

The Company maintains cash and cash equivalents at several banks. The total cash balances at cach
bank are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. A summary
of total insured and uninsured amounts held at these financial institutions at December 31, 2014 are

as follows:
Total Cash and Cash Equivalents § 9,473,380
Less: Balance Insured by FDIC 1,000,000
Uninsured and Uncollateralized $ 8473380
Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

Note F — Portfolio Investments

In accordance with FASB ASC Topic 320, Investments — Debt and Equity Securities, the company
has classified all the Other Investments as available-for-sale. Available-for-sale investments are
stated at fair value with unrealized gains and losses included in stockholder’s equities. The cost of
investments sold is based on the specific identification method.

The cost and fair market values of marketable securities available for sale at December 3 1, 2014 and

2013 were:
2014 2013
U.58. Government Securities:
Amortized Cost $ 2,512,342 $ 2,461,354
Gross Unrealized Gain (438) 6.471

Fair Value 3 2,511,904 $ 2,467,825

At December 31, 2014, maturities of investments classified as available-for-sale were as follows:

Amortized Fair
Cost Value
Less Than One Year $ 2,512,342 $ 2,511,904
One Through Five Years -0- -0-
After Five Years -0- -{-
$ 2512342 2 904

The Plan’s investments are reported at fair value in the accompanying statement of net assets
available for benefit.

Fair Value
Measurements Using:
Significant
Other
Observable
Inputs
Fair Value (Level 2)
December 31, 2014
Municipal bonds 3 2,511,904 $ 2,511,904
Total 2,511,904 3 2,511,904
Cash accounts 3,496
Total b 2,515,400
Richardson, Pennington & Skinner, PSC CERTIFIED PUBLIC ACCOUNTANTS
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BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

Note F — Portfolio Investments (Continued)

Fair Value
Measurements
Significant Other
Observable
Inputs
Fair Value (Level 2)
December 31,2013
Municipal bonds 3 2,353,923 $ 2,353,923
Total 2,353,923 b 2,353,923
Cash accounts 113,902
Total $ 2,467,825

FASB ASC Topic 820, Fair Value Measurements and Disclosures, establishes a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The
hierarchy consists of three broad levels: Level 1 inputs consist of unadjusted quoted prices in
active markets for identical assets and have the highest priority, Level 2 inputs consists of
observable inputs other than quoted market prices for identical assets, and Level 3 inputs have
the lowest priority. The Plan uses appropriation valuation techniques based on the available
inputs to measure the fair value of its investments. When available, the Plan measures fair value
using Level | inputs because they generally provide the most reliable evidence of fair value.

Level 2 Fair Value Measurements

The fair value of municipal bonds and agency securities for which quoted market prices are not
available are valued on yields currently available on comparable securities of issuers with similar
credit ratings. Investments in certain restricted common stocks are valued at the quoted market
price of the issuer’s unrestricted common stock less an appropriate discount.

Note G — Comprehensive Income

Comprehensive income is the total of (1) net income plus (2) all other changes in net assets arising
from non-owner sources, which are referred to as other comprehensive income. The company has
presented a statement of income that includes other comprehensive income. An analysis of changes
in components of accumulated other comprehensive income is presented in the statement of changes
in equity.

Richardson, Peanington & Skinner, PSC CERTIFED PUBLIC ACCOUNTANTS
17



BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

Note H- Nonregulated Investments

Investments in nonregulated activities consist of the following:

2014 013
Due from affiliate $ 2,131,077 $ 1,521,841
Inventory 162,025 113,773
Land and land improvements 330,989 330,989
Other equipment 128,633 128,633
Other receivables 9,338 127,172
Fiber optic, mobile telephone and
internet equipment 2,695,356 2,243.828
Total Nonregulated Investments 5457418 4,466,236
Less: Accumulated depreciation 2,279,996 2,158,074
Accounts payable 43,213 79,512
Accrued expenses 45.147 12,260
$ 3.089,062 $ 2216390

Following is a summary of net income from nonregulated investments for the year ending December

31,2014 and 2013:

2014 2013
Income $ 3,526,223 $ 3,218,241
Expenses 2,373,280 2,489,174
$1,152.943 $ 729067

Income tax expense related to these activities totaled $378,488 in 2014 and $252,322 in 2013.

Note I — Telecommunications Plant

2014 2013

Land $ 1,037,122 $ 1,037,122
Buildings 9,167,690 9,167,690
Dhgital electronic equipment 24,784,777 24,586,875
Toll and subscriber carriers 1,788,733 1,788,733
Poles, cable and wire 31,519,458 31,013,922
Furniture and office equipment 4,171,840 3,921,016
Embedded accounts 300,712 300,712
Vehicles and other work equipment 3.434.070 3.349.956

Telephone plant in service $ 76,204,402 $ 75,166,026

Richardson, Pennington & Skinner, PSC

CERTIFIED PUBLIC ACCOUNTANTS
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BRANDENBURG TELEPHONE COMPANY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

Note I — Telecommunications Plant (Continued)

The Company provides depreciation on a straight-line basis at annual rates which will amortize
the depreciable property over its estimated useful life. Such provision as a percentage of the
average balance of the telephone plant in service was 6.9% in both 2014 and 2013, Individual

plant depreciation rates are as follows:

Buildings

Dagital electronic equipment
Toll and subscriber equipment
Poles

Aerial cable — metallic
Aerial cable — fiber

Buried cable

Furniture

Computer equipment
Conduit Systems

Vehicles

Note J - Income Taxes and Deferred Income Taxes

Percent

2.7
7.5
11.9
5.6
6.6
5.1
5.5
8.7
15.8
2.2
121

The Company and its parent file a consolidated federal income tax return. Income tax expense in the
Company’s income statement has been allocated an amount equal to the income tax that would have

been applicable on a separate return basis.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amount of the Company’s assets and liabilities for financial reporting basis and the amounts used for

Income tax purposes.

Deferred federal and state tax assets and liabilities in the accompanying balance sheet include the

following:

Deferred Tax Assets:
Federal
State
Total Deferred Tax Assets

Net Deferred Benefit (Liability)

Current portion
Long-term portion

Net Deferred Tax Benefit (Liability)

Richardson, Pennington & Skinner, PSC
19

201

$ 3,565,085
688.809
4,253,894

S 4253894

$ -0-
4,253.894

§ 4253894

013

$ 3,378,738

1,134,173

4,512.911

$ 4512911
$ -0-

4,512,911

4,512,911
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BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

Note J — Income Taxes and Deferred Income Taxes ( Continued)

Income taxes reflected in the Statement of Income include:

2014 2013
Federal income taxes:
Current tax expense $ 1,577,039 $ 1,862,254
Deferred tax expense (benefit) 636,534 38,593
State income taxes:
Current tax expense 288,700 421,175
Deferred tax expense (benefit) 589,182 (16.,691)
Total income tax expense $ 3,091,455 $2.305,331

The principal-sources of temporary differences are different depreciation methods used for financial
accounting and tax purposes, as well as pension expense,

Note K - Related Party Transactions:

Brandenburg Telephone Company has certificates of deposit at Meade County Bank and West Point

Bank, as follows:
Maturity  Certificate  Interest

Bank Date Date Number Rate Amount
Meade County 2/11/06  L1/11/15 5547 0.200% § 1,004,949
West Pomt 1/27/06  10/17/15 0058 0.100% § 919,203

In addition, the Company has money market and operating accounts in the following banks:
Bank Amount

Operating Accounts:

Meade County $ 835,283

First State 1,850,424

West Point 2,151,082
Total Operating Accounts $ 4,836,789

Money Market Accounts:

First State $ 992,036

River City 1,707,074
Total Money Market Accounts 2 10

Meade County Bank, West Point Bank, River City Bank, First State Bank and Brandenburg
Telephone Company are related by common ownership.

During 200}, Brandenburg Telecom, LLC (the Corporation), a wholly-owned subsidiary of
Brandenburg Communications Corporation was formed.  The Corporation will provide
telecommunication services in Elizabethtown, Kentucky and other areas outside the franchise
territory of Brandenburg Telephone Company. Brandenburg Telephone Company provided the
Corporation with funding to assist the Corporation’s organizational expenditures. As of December
31, 2014, the amount due to Brandenburg Telephone Company was $14,021,500,
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BRANDENBURG TELEPHONE COMPANY
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2014 AND 2013

Note L — Subsequent Event Policy

Brandenburg Telephone Company has evaluated subsequent events through March 20, 2015, the
date which the financial statements were available to be issued.

Note M — Accounting for Uncertain Tax Positions

The company adopted the accounting standard regarding “Accounting for Uncertain Tax Positions™.
This standard provides detailed guidance for financial statement recognition, measurement, and
disclosure of uncertain tax positions recognized in the enterprise’s financial statements. It requires
an entity to recognize the financial statement benefit of a tax position when it is more likely than not
that the position will be sustained upon examination. The adoption of this standard had no material
effect on the Company’s financial position, results of operations, or cash flow. The tax years of
2011-2014 remain subject to examination by taxing authorities.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

The Board of Directors
Brandenburg Telephone Company
Brandenburg, KY 401038

We have audited the financial statements of the Brandenburg Telephone Company, as of and for the years
ended December 31, 2014 and 2013, and have issued our report thereon dated March 20, 2015. 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 Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Brandenburg Telephone Company’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Entity’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Entity’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Brandenburg Telephone Company’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, praviding an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of management and the Rural Telephone Bank
and is not intended to be and should not be used by anyone other than these specified parties. However,
this report is a matter of public record and its distribution is not limited.
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Louisville, Kentucky
March 20, 2015
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