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GENERAL INSTRUCTIONS
Please read General Instructions carefully before filling out this form:

1. Class A -- Companies having annual revenmes from regulated telecommunications operations of
$£100,000,000 or more.

Class B -- Companies having annual revenues from regulated telecommunications operations of less
than $100,000,000.

2. Class B companies may choose to use Class A accounts.

3. The word "Respondent” in the following inquiries means the person, firm, association, or company on
whose behalf the report is made.

4. This annual report from was prepared in conformity with the Uniform System of Accounts prescribed
by the PUCO for local exchange telephone companies. All accounting words and phrases are to be
interpreted in accordance with said classification.

5. The schedules and questions contained in this report were developed to be generally applicable to all
local exchange telephone companies. All instructions shall be followed and each question answered
as fully and accurately as possible. Sufficient answers shall appear to show that no schedule,
question, or line item has been overlooked.

If a particular line item or schedule does not apply to the respondent, indicate this by answering
"none", "-0-", or "'not applicable", as appropriate.

6. Customary abbreviations may be used except that the exact name of the respondent shall be shown in
full on the "cover page” and on the "Verification" page.

7. Where the space provided is insufficient for the required data or it is necessary or desirable to insert
additional statements or schedules, the insert pages shall show the number and title of the schedule to
which it pertains, as well as the name of the respondent and the vear covered, and shall be on § 1/2" x
11" durable paper,

8.  The information required with respect to any statement furnished is the minimum requirement. The
respondent may add such further material information as is necessary to ensure that the required
statements are not misleading,

9. All copies filed with the Commission must be legible and permanent. All entries shall be made in
permanent ink or by a typewriter. Items of a reverse or contrary character shall be enclosed in
parentheses, or indicated by a minus sign followed by the amount.

10.  The annual report shall be signed by a duly elected officer of the respondent.

11, The information required in this report, unless otherwise indicated, is to be reported for the entire
company and not for the State of Ohio only.

12, Totals should be provided as indicated. The respondent shall ensure that schedule totals and subtotals
are mathematically correct.
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13.  Ifaline item is supported by a detailed schedule elsewhere in this report, the respondent should ensure
that the detailed schedule is completed and that the amounts on both schedules match.

14.  The word "affiliated companies” means companies that directly or indirectly through one or more
intermediaries control or are controlled by, or are under common control with, the utility filing this
report.

15. Please list all accounts and totals in whole dollars only. Make sure the rounded numbers are equal to
the original totals, when the original totals are rounded to the nearest dollar amount.
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ADDITIONAL FILING REQUIREMENTS

The following list is intended only as a reminder to local exchange companies with less than 15,000 access lines
of additional information required to be filed with the Commission and when: such information is due.

(1) Major Outage Reports (Rule 4901:1-5-03, O.A.C.) - when a major outage occurs, the local area news
media and the Commission's Emergency Outage Coordinator must be notified within two hours. If
such outage affects 9-1-1 service, the 9-1-1 PSAP for each affected county must also be notified
immediately with an estimate of when 9-1-1- service will be restored.

(2) Emergency Services Coordinator Names and Telephone Numbers (Rule 4901:1-5-22, 0.A.C.) - the
list of a company's Emergency Services Coordinator and appropriate phone numbers shall be updated

as necessary and submitted to the Commission's Emergency Services Coordinator in the Consumer
Services Department.

(3) Directories (Rule 4901:1-5-06 (c), O.A.C.) - three copies of each directory shall be provided to the
Commission's Library.
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IDENTITY OF RESPONDENT

1. Give the location (including street and number) of (a) the main Ohio business office of
respondent at the close of the year, and (b) if respondent is a foreign corporation, the
main business office if not in this state.

5990 West Tiffin Street, Bascom, OH 44809

2. State whether respondent is a corporation, a joint stock association, a firm or partnership,
or an individual. Indicate date of incorporation or date of formation of partnership.

Corporation (Not for profity 12/31/1953
3. If a consolidated or merged company, name all constituent and all merged companies
absorbed during the year.

N/A

4. Date and authority for each consolidation and for each merger effected during the year.

N/A

5. If a reorganized company, give name of original corporation. State the occasion for any
reorganization effected during the year.

N/A
6. For new entrant carrier (NEC); give PUCO  Certification approval
date , and Case No.
N/A

7. For NEC's only describe cutrent serving area.

N/A
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CORPORATE CONTROL OVER RESPONDENT

1. Did any corporation or corporations, telephone or other, hold control over the respondent at the
close of the year? N/A If control was so held, state:

a.

The name and address of the controlling corporation or corporations:

The form of control, whether sole or joint:
The manner in which control was established:
The extent of control:

Whether contrel was direct or indirect:

If indirect, the name and address of the intermediary through which control was established:
Did any individual, association, or corporation hold control, as trustee, over the
respondent at the close of the year? N/A If control was so held, state:

The name and address of the trustee:

The name and address of the beneficiary or beneficiaries for whom the trust was maintained, if
available:

RESPONDENT'S CONTROL OVER OTHER CORPORATIONS

3. Did the respondent hold control over other corporations at the close of the year? Yes If

s0, state:

a.  The name and address of corporation or corporations controlled: See attached report on the back of
this report

b.  The form of control, whether sole or joint: Sole

¢.  Other parties, if any, to joint agreement for control: N/A

d.  The manner in which control was established: Stock Purchase

¢.  The extent of control: 100%

f.  Whether control is direct or indirect: Direct

g.  Ifindirect, the name and address of the intermediary through which control was established: N/A
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IMPORTANT CHANGES DURING THE YEAR

Report important changes of the types listed. Except as otherwise indicated data furnished should apply
to the same period the report covers. Answers should be numbered in accordance with the inquiries and
if "none" states the fact, it should be used. If information which answers an inquiry is given elsewhere in
the report, identification of the other answer will be sufficient.

1. Purchase or sale of entire property, or of a part of property when service territory is included: Give
brief description of each transaction, name of other party, date, consideration, and Commission
authorization,

None

2. Lease of property (to or from another) of the kind covered by the preceding inquiry: To the extent
applicable give details corresponding to those required by the preceding inquiry.

None

3. Securities issued during the year: Identify the securities, give purpose of issuance, date,
consideration received and Commission anthorization. As here used, the term "securities” shall be
taken to mean any capital stock or debt, the issnance of which requires prior authorization by this
Commission,

None

4. Changes in arficles of incorporation: Give brief particulars of each change and date.

None

5. Other important changes: Give brief particulars of each other important change which is not
disclosed clsewhere in this report.

None
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SCHEDULE: 1

VOTING POWERS AND ELECTIONS

1. In the schedule below, show the particulars called for concerning the stockholders of respondent who,
at the date of the latest closing of the stock-book of respondent prior to the actual filing of this report,
had the twenty highest voting powers of the respondent. If any such holder is held in trust, attach af
statement showing the beneficial owners. If the stock-book was not closed within the year, show
twenty such stockholders as of the close of the year. In the space provided, show total shares and notes|

of all stockholders.
No. of No. of Other Vote
Shares Voting Empowered
Name and Address of Stockholders Held Shares Securities

Membership issued with one (1) vote each. There are
approximatly 1,063 members.

TOTAL LISTED ABOVE
ALL STOCKHOLDERS
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Annual Report of Bascom Mutual Telephone Company

SCHEDULE: 4A

Year Ended December 31, 2006

NOTES TO BALANCE SHEET

None
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Annual Report of Bascom Mutual Telephone Company

Year Ended December 31, 2006

SCHEDLULE: 5
INCOME STATEMENT
(in dollars)
Account No.
Class "A" | Class "B" Account Title Amount
Company | Company
LOCAL NETWORK SERVICES REVENUES:
5001 | ... Basic Area Revenue 188.779
5002 | ... Optional Extended Area Revenue
5003 | ... Cellular Mobile Revenue
5004 | .l Other Mobile Services Revenue
5000 | ... Basic Local Service Revenue 188,779
(5001-5004)
5010 [ ... Public Telephone Revenue
5040 | ... Local Private Line Revenue
5050 | ... Customer Premises Revenue
5060 | ... Other Local Exchange Revenue 6.469
5069 | ... QOther Local Exchange Revenue Settlements
(5001-5069) 5000 LOCAL NETWORK SERVICES REVENUES 195,248
NETWORK ACCESS SERVICE REVENUES:
5081 5081 End User Revenue 77.794
5082 5082 Switched Access Revenue 496.002 |
5083 5083 Special Access Revenue 28.737
3084 5084 State Access Revenue 397.026 |
5080 5080 NETWORK ACCESS REVENUE 999,559
(5081-5084) | (5081-5084)
LONG DISTANCE NETWORK SERVICES
REVENUES:
5100 5100 |T.ong Distance Message Revenue 106,220
ST | e Long Distance Inward-Only Revenue
SH12 | .. Long Distance Outward-Only Revenue
5121 Subvoice Grade Long Distance Private Network Revenue
5122 Voice Grade Long Distance Private Network Revenue
5123 | Audio Program Grade Long Distance Private Network
Revenue
5124 Video Program Grade Long Distance Private Network
Revenue
5125 | .l Digital Transmission Long Distance Private Network
Revenue
126 | .. Long Distance Private Network Switching Revenue
5128 | ... Other Long Distance Private Network Revenue
5129 ... Other Long Distance Private Network Revenue
Settlements
5160 | ... Other Long Distance Revenue
5169 | ... Other Long Distance Revenue Settlements
(5100-5169) 5100  |TOTAL LONG DISTANCE NETWORK SERVICE 106,220

REVENUES
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Annual Report of Bascom Mutual Telephone Company

Year Ended December 31, 2006

SCHEDULE: 5
INCOME STATEMENT
(in dollars)
Account No.
Class "A" | Class "B" Account Title Amount
Company | Company
MISCELLANEOUS REVENUES:
5230 | ... Directory Revenue
5240 ...l Rent Revenue
5250 1 ...l Corporate Operations Revenue
5261 4+ ... Special Billing Arrangements Revenue
5262} ... Customer Operations Revenue
5263 j ... Plant Operations Revenue
5264} ... Other Incidental Regulated Revenue
5269 | ... Other Revenue Settlements 448
5270 1 ... Carrier Billing and Collection Revenue 24
(5230-5270) 5200 |MISCELLANEQUS REVENUES 472
NONREGULATED REVENUES;:
5280 5280  |Nonregulated Operating Revenue
UNCOLLECTIBLE REVENUES:
5300 | ...l Uncollectible Revenue - Telecommunications (3.575)
3302 | ... Uncollectible Revenue - Other
5300 5300 |UNCOLLECTIBLE REVENUES (3,575)
(5301-5302)
1,297,924

TOTAL OPERATING REVENUE (5001 - 5302)
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Annual Report of Bascom Mutual Telephone Company

Year Ended December 31, 2006

SCHEDULE: 5
INCOME STATEMENT
(in dollars)
Account No. '
Class "A" | Class "B" Account Title Amount
Company | Company
PLANT SPECIFIC OPERATIONS EXPENSE:
6112 | ... Motor Vehicle Expense
6113 [ ... Aircraft Expense
6114 | ... Spec. Purpose Vehicles Expense
6115 | ... Garage Work Equipment Expense
6116 | ... Other Work Equipment Expense
6110 6110
(6112-6116) NETWORK SUPPORT EXPENSE -
6121 | ... Land and Building Expense 20.433
6122 | ... Furniture and Artworks Expense 443
6123 | .. Office Equipment Expense 160
6124 | ... General Purpose Computers Expense 41,014
6120
(6121-6124) GENERAL SUPPORT EXPENSE 62,050
6211 Analog Electronic Expense
6212 | ... Digital Electronic Expense 47.782 |
6215 ... _|Electro-Mechanical Expense
6210 6120
| (6211-6215) CENTRAL OFFICE SWITCH. EXPENSE 47782
6220 | ... Operator Systems Expense
6231 | ... Radio Facilities Expense
6232 | ... Circuit Equipment Expense
6230 6230
| (6231-6232) CENTRAL OFFICE TRANSM, EXPENSE -
6311 | ... Station Apparatus Expense 9.516
6341 | ... Large Private Branch Exchange Expense
6351 | ... Public Telephone Terminal Equipment Expense
6362 | ... Other Terminal Equipment Expense
6310
6311-6362 INFO. ORIG./TERM. EXPENSE 9,516
6411 | ... Poles Expense
6421 | ... Aerial Cable Expense
6422 | ... Underground Cable Expense
6423 Buried Cable Expense 40,097
6424 Submarine Cable Expense
6425 Deep Sea Cable Expense
6426 Intrabuilding Network Cable Expense
6431 | ... Aerial Wire Expense
6441 Conduit Svsterns Expense
6410
(6411-6441) CABLE AND WIRE FACIL, EXPENSE 40,097
TOTAL PLANT SPECIFIC OPERATIONS EXPENSE 159,445
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Annual Report of Bascom Mutual Telephone Company

Year Ended December 31, 2006

SCHEDULE: 5
INCOME STATEMENT
(in dollars)
Account No.
Class "A" | Class "B" Account Title Amount
Company | Company
PLANT NONSPECIFIC OPERATIONS EXPENSE:
6511 | ... Property Held for Future Telecommunications Use
Expense
6512 | ... Provisioning Expense
6510 6510
(6511-6512) OTHER PROP., PLANT & EQUIP. EXPENSE -
6531 | ... Power Expense 1.961
6532 | ... Network Administration Expense
6533 | ... Testing Expense
6534 | ... Plant Oper. Admin. Expense
6535 | ... Engineering Expense -
(65:1510535) 6330 NETWORK OPERATIONS EXPENSE 1,961
6540 6540 Access Expense 180,682
6561 | ... Depreciation Expense-Telecommunications Plant In 356,182
Service
6562 | ... Depreciation Expense-Property Held for Future
Telecommunications Use
6563 | ... Amortization Expense-Tangible
6564 | ... Amortization Expense-Intangible
6565 | ... Amortization Expense-Other
6560 6560
(6361-6565) DEPRECIATION & AMORT. EXPENSE 356,182
(6511-6565) | (6510-6560) [TOTAL PLANT NONSPECIFIC OPERATIONS 538,825
CUSTOMER OPERATIONS EXPENSE:
6611 | ... Product Management
6612 | ... Sales
6613 | ... Product Advertising 16,051
6610 6610
(6611-6613) MARKETING 16,051
6621 | ... Call Completion Services 18,708
6622 | ... Number Services
6623 | ... Customer Services 90.823
(66:1635{:523} e SERVICES 109,531
(6610-6620) | (6610-6620) | TOTAL CUSTOMER OPERATIONS EXPENSE 125,582
CORPORATE OPERATIONS EXPENSE:
6711 | ... Executive 193,937
6712 Planning
6710 6710
(6711-6712) EXECUTIVE AND PLANNING 193,937

19




Annual Report of Bascom Mutual Telephone Company

Year Ended December 31, 2006

SCHEDULE: 5
INCOME STATEMENT
(in dollars)
Account No.
Class "A" | Class "B" Account Title Amount
Company | Company
6721 | ... Accounting and Finance 60.088
6722 | ... External Relations 46.353
6723 | ... Human Resources
6724 | ... Information Management
6725 | ... Legal 13.950
6726 | ... Procurem_e_pt
6727 | ... Research and Development
6728 | ... Other General and Administrative 54.100
6720 6720
(6721-6728) GENERAL AND ADMINISTRATIVE 174,491
6790 6790 Provision for Uncollectible Notes Receivable
(6710-6790) | (6710-6790)
TOTAL CORPORATE OPERATIONS EXPENSE 368,428
(6112-6790) | (6110-6790) [TOTAL OPERATING EXPENSES 1,192,280
OPERATING TAXES:
7210 | Operating Investment Tax Credits-Net
7220 | ... Operating Federal Income Taxes
7230 | ... Operating State and Local Income Taxes
7240 Operating Other Taxes 58.330
7250 | .. Provision for Deferred Operating Income Taxes-Net
7200
(7210-7250) 7200 TOTAL OPERATING TAXES 58,330
NET OPERATING INCOME (5001-5302)
Less (6110-7200) 47,314
OTHER OPERATING INCOME AND EXPENSE:
7110 Income from Custom Work
J130 | ... Return from Nonreg. Use of Regulated Facilities
J140 | .. Gains and Losses from Foreign Exchange
7156 | ... Gains or Losses from Disposition of Land & Artwork
7160 | ... Other Operating Gains & Losses
7100 7100 TOTAL OTHER OPERATING INCOME AND
(7110-7160) EXPENSE -
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Annual Report of Bascom Mutual Telephone Company

Year Ended December 31, 2006

SCHEDULE: 5
INCOME STATEMENT
(in dollars)
Account No.
Class "A" | Class "B" Account Title Amount
Company | Company
NONOPERATING INCOME AND EXPENSE:
7310 ] ... Dividend Income
7320 | ...l Interest Income 29.116
7330 ) ... Income from Sinking and Other Funds
7340 1 ... Allowance for Funds Used During Construction
7350 | ... Gains or Losses from Disposition of Certain Prop.
7360 [ ... Other Nonoperating Income 462,719
7370 | ... Special Charges (1.476)
7300 1300
(7310-7370) TOTAL NONOPERATING INCOME AND EXPENSE 490,359
NONOPERATING TAXES:
7410 | .. Nonoperating Investment Tax Credits-Net
7420 | . Nonoperating Federal Income Taxes 13,725 |
7430 | ... Nonoperating State & Local Income Taxes
7440 | Nonoperating Other Taxes
7450 | ... Provision for Deferred Nonoperating Income Taxes-Net
7400 7400
(7410-7450) TOTAL NONOPERATING TAXES 13,725
INTEREST AND RELATED ITEMS:
7510 | .. Interest on Funded Debt
7520 | ... Interest Expense-Capital Leases
7530 | L. Amortization of Debt Issuance Expense
7540 ..l Other Interest Deductions 60
7500 7500
(7510-7540) TOTAL INTEREST AND RELATED ITEMS 60
EXTRAORDINARY ITEMS:
7610 | ... Extraordinary Income Credits
7620 Extraordinary Income Charges
7630 Current Income Tax Effect of Extraord. Items-Net
7640 | ..l Prov. Or Def. Inc. Tax Effect of Extraord. Items-Net
7600 7600
(7610-7640) TOTAL EXTRAORDINARY ITEMS -
JURISDICTIONAL DIFFERENCES AND
NONREGULATED INCOME ITEMS:
7910 7910 |Income Effect of Juris. Ratemaking Dif.-Net
7990 7990 |Nonregulated Net Income
NET INCOME 523,888
SCHEDULE: 5
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Annual Report of Bascom Mutual Telephone Company

SCHEDULE: 5A

Year Ended December 31, 2006

NOTES TO INCOME STATEMENT

NONE
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

SCHEDULE: 6
STATEMENT OF RETAINED EARNINGS

Account Page Amount

No. Iiem No. (in dollars)
Balance-First of Year 14 7,539,342
Charges:
Balance Transferred from Income 21 523,888
Dividends Declared 176,071

Miscellancous Debits to Retained Earnings
Miscellaneous Credits to Retained Eamings
Balance-End of Year 14 7,887,159

Notes to Statement of Retained Earnings:
Debits represent patronage capital
retired during year.

SCHEDULE: 7
PARTNERSHIP CAPITAL STATEMENT
Account Page Amount
No, Ttem No. (in dollars)
Partnership Capital-Beginning of Year 14
Net Income (Loss) for Year 21

Partners' Capital Contributions
Miscellaneous Credits
TOTAL CREDITS -

Partners' Drawings

Prior Period Adjustment(s)

Miscellaneous Debits
TOTAL DEBITS -

Partnership Capital-End of Year 14 -

)" This statement should also be used by sole proprietors.
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

SCHEDULE: 12

DEFERRED CHARGES (Accounts 1438 and 1439)

(Include data for each item in excess of $1,000,000)
Amount at End
of Current Year

Description of Item {in dollars)
(@) {b)
ACCOUNT 1438 $
NONE

Aggregate of All Other Items

TOTAL $

ACCOUNT 1439 $

NONE

Apggregate of All Other Items

TOTAL $
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Annual Report of Bascom Mutual Telephone Company

Year Ended December 31, 2006

SCHEDULE: 13
OTHER JURISDICTIONAL ASSET NET - ACCOUNT 1500
(in dollars)
Balance at Balance at
End of End of
Description Previous Year Debits Credits Current Year
(a) (b © (d) (e)=(by+(c)-(d)
NONE
TOTALS b
SCHEDULE: 14
NET CUR. DEF. OPERATING INCOME TAX - ACCOUNT 4100
(in dollars)
Balance at Balance at
End of End of
Description Previous Year Debits Credits Current Year
(a) {b) © (@) (er(b){c)+(d)
NONE
TOTALS -1%
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Annual Report of Bascom Muinal Telephone Company

Year Ended December 31, 2006

SCHEDULE: 15
NET NONCUR. DEF. OPERATING INCOME TAXES - ACCOUNT 4340
(in dollars)
Balance at Balance at
End of End of
Description Previous Year Debits Credits Current Year
{a) (b) () (d) (e)=(){c)Hd)
NONE
TOTALS - - -13
SCHEDULE: 16
NET DEFERRED TAX LIABILITY ADJUSTMENTS - ACCOUNT 4341
(in dollars)
Balance at Balance at
End of End of
Description Previous Year Debits Credits Current Year
(a) (b) © d {ey-(b)-(cr+{d>
NONE
TOTALS - - -15%
SCHEDULE: 17
OTHER JURIS. LIABILITY & DEF. CR. - NET - ACCOUNT 4370
(in dollars)
Balance at Balance at
End of End of
Description Previous Year Debits Credits Current Year
(a) (b) (c) (d) (e

NONE

TOTALS
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Annual Report of Bascom Mutual Telephone Company

SCHEDULE: 19

Year Ended Pecember 31, 2006

1.

Disclose the data for each item in Account 4360 amounting to over $25,000.

OTHER DEFERRED CREDITS (Account 4360)

(in dollars)

Description

(a)

of Item

Amount at End
of Current Year

(b

NONE

All other - less than $25,000 each (or aggregate of all other items)

TOTAL
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

SCHEDULE: 20

DEFERRED TAX REGULATORY LIABILITY (Account 4361)
(in dollars)

1.  Disclose the data for each item in Account 4361 amounting to over $25,000.

Amount at End
Description of Ttem of Current Year

(a) )

NONE

All other - less than $25,000 each (or aggregate of all other items)

TOTAL $ -
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

SCHEDULE: 22

GENERAL SERVICES AND LICENSES

1.  Provide in column (a) the name of the affiliate to whom respondents paid $50,000 or more
for services rendered under a license agreement, a general service contract, or other arrangement
providing for the furnishing of general accounting, engineering, financial, legal, patent, and other
general services.

Amount
Name(s) of Affiliate Service Provided {(in dollars)
() (b) ©
$
NONE
Aggregate of All Other Items
TOTAL $
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006
SCHEDULE: 23

TAXES OTHER THAN INCOME TAXES - OPERATING ACCOUNT 7240
(in dollars)

Type of Tax: Amount

Ohio Property Tax b 56,368
Ohio Gross Receipts Tax -
FI1C.A.

Other (Specify list)

Federal Excise (990}
Other 2,952

TOTAL ACCOUNT 7240 § 58,330




!

Annual Report of Bascom Mutual Telephone Company

SCHEDULE: 24

Year Ended December 31, 2006

each account.

(in dollars)

ANALYSIS OF EXTRAORDINARY ITEMS (Accounts 7610 and 7620)

1. In column (a) provide the particulars with respect to Accounts 7610 and 7620, with totals for

Tax Effect Tax Effect
Included in Included in
Particulars Debit Amounts Credit Amounts Account 7630 Account 7640
(a) (b) © (d) e
5
NONE
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Year Ended December 31, 2006

¥

Annual Report of Bascom Mutual Telephone Company

SCHEDULE: 26
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

SCHEDULE: 28

PLANT AND SERVICE DATA - OHIO TELEPHONE COMPANIES
DETAIL OF BILLABLE ACCESS LINES IN SERVICE BY EXCHANGE IN OHIO

No. of
No. of Business Residential
Access Lines Access Lines
No. of No. of No. of
COs. Company Total
In Type & Model(s) Single Multi-Line Pay Multi- Access
Name of Exchange Exch. |of CO(s) In Exchange| Line Trunks Stations 1-Party Party Lines
(8) (b) (c) (@& (e) () (8 (1)) @
Bascom I]  Mitel GX 5000 5 - - o] o 14
Bascor '] Tekelee T 7000 47 19| s 83| 0 1,064
TOTAL FOR OHIO 52 119 5 Q02 0
1,078

NOTE: List all of the access line data by exchange.

For companies with more exchanges than will fit this page, substitute a computer printout with the same
information in place of this page.

For exchanges with multiple central offices, list the number of each type of central office, e.g., 12-5ESS,
161E, 2-DMS10, etc. The total should equal the total number of COs listed in Column {b).

Unusual switch types should be characterized as Electromechanical, Analog or Digital.

Use the following symbols to show in the above columns:
*Includes Key System, PBX and Centrex.

**Includes all Single Line Business Access Lines.
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

SCHEDULE: 29

OHIO CENTRAL OFFICES SCHEDULED TO BE UPGRADED

Date Capable of
Expected to be Independent
Placed in Operation?
Service Manufacturer & Type of Equipment (Yes) or (No)

NONE

Note:  This form is only applicable to local exchange companies with less than 15,000 access lines.

Date: Date new switch was placed or will be placed in service.
Manufacturer & Type of Equipment: List the type of switch and its manufacturer,
{Yes) or (No): Is the switch a HOST or REMOTE, i.e. does it have stand-alone capability.
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

SCHEDULE: 30

PROJECTION OF NEW OR CHANGED OHIO CENTRAL OFFICE PREFIXES (NXX)
TO BE PLACED IN SERVICE

Date is Expected
to be
PREFIXES (NXX) Number(s) Operational

NONE

Note:  This form is only applicable to local exchange companies with less than 15,000 access Hines.
Prefixes (NXX) Number(s): Where any new NXXs placed in service or will any be placed in service
in the upcoming year.
Date; Give date new NXX was or will be operational.
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Annual Report of Bascom Mutual Telephone Company

SCHEDULE: 31

Year Ended December 31, 2006

Form 1
TOLL USAGE STUDY TO OHIO CONTIGUOUS EXCHANGES
December, 2006
AVERAGE NUMBER OF MESSAGE TOLL CALLS EQUALING 3.0 OR OVER BUT LESS THAN 8.0
PER ACCESS LINE PER MONTH FROM ONE EXCHANGE TCO ANOTHER

Messages per

Number Number of access line

Originating of access Terminating messages per month

exchange (1) lines in 1 exchange(s) (2) from1to2 from 1 to 2*

Bascom 1,078 | Bettsville 104 0.09
Form 2

TOLL USAGE STUDY TO OHIO CONTIGUOUS EXCHANGES

(Month and year of study)

AVERAGE NUMBER OF MESSAGE TOLL CALLS EQUALING 8.0 OR MORE PER ACCESS LINE PER
MONTH FROM ONE EXCHANGE TO ANOTHER

Messages per
Number Number of access line
Originating of access Terminating messages per month
exchange (1) lines in 1 exchange(s) (2) from 1 to 2 from 1 to 2*
Bascom 1,078 | Bettsville 123 0.11

*

Total number of messages from 1 to 2 -+ total number of access lines in 1.

Note: This form is only applicable to local exchange companies with less than 15000 access lines. EAS

calling rates should be filed only for contiguous exchanges that currently have no EAS between them.

33



VS 3piaosd AjUo pue yi 1, Aubioyo woy paiuiaxe e e S| $53308 pg's | TR 85 le X [ea0) 0 Spqeondde &1 100y S11, 310N
059 $ | poog $ ] 000E $)- | ose $ TVLOL ()
Rl el
- 3]- $|- 3] $]- H
pomsrapy (£)
uuog Tuiedwioy) Uossd Jo swey|
- g1 |- §]- £]- g
sdessapy (2)
Q1£0-608F HO 'WOEE  3p0d di2 9IEIg ‘AU
059 $ | 000s $ | 000¢ - $|oed $
181 (1}
91 x0d Od XOf O'dNeANg
fmdwo]y suoydajs ] Frinjy wosseg Awedwo suoydaia [l ol tdl fol [w] [l
1AM VIS ey aup Iequmeqny ssodag Paatem 385 g 1oL I [toor] amag
10] SIpUOy 3o mquny | Auen JO oy pantEA Jo sBueay | uonasiuog saasg dBersay | Appuojy afeeay | Appuopy afemay 50
55017
3
%00 %0°0 %0°0 %00 - - - - - - . TVIOL (1)
panseoiy (g)
VIN
aBussap (T}
1w {7)
11 (3] [r {1l [H] o} Ll [a) fal [3] 1] %]
WalAE-uoN Buiyps wosngy qng-uey a1s] anm auciyIne, plEDlpoRy 155 4030 dvaH-3 dvaH ponad Buung pouad o pug 1S
swedoturey -saredisited 0
a0y PIRIICIEIC] Sukdidieey saJnieaf [euady Jo uaneIRud 33T weiRoig Auiyend weifoig map] ureiBoig J
i ks o el : d £g surdiapue  Jo Jsquinyg U1
30 Jaquinp Jo saquinp
azog Funsoday (enuoy
(VDS) 23UE)SISSY UOIIIUUO)) IIAIIG

900T 1€ 15qUI30a(] PAPUT 183X

€ “HINAIHOS

Auedwo)) auoydaja] remniy wooseg jo Loday [enuuy



Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

SCHEDULE 32: Service Connection Assistance

EXPLANATION OF SCA ANNUAL REPORTING FORM FIELDS

A 13 - Refers to the number of SCA customers at the end of the fiscal year, as distingnished by the class of service the
custoiners were receiving, i.e., flat, message, or measured rate service,

A4 - The total of Al + A2+ A3,

B, 13 - Refers to the number of SCA customers that were added to the program during the relevant fiscal year, as

distinguished by the class of service. These numbers may actually be greater than the difference between consecutive
year's respective totals. For instance, if there were 20 flat rate SCA customers at the end of FY92, and 25 flat rate
SCA customers at the end of FY93, but 3 flat rate 3CA customers left the program during FY93, then the number of
new program participants would be 8, not 5.

B, 4 - The total of Bl + B2 + B3.

C-G,1-3 - Refers 1o the number of SCA customers at the end of the fiscal year, as distinguished by the specific assistance
program which gualified the customer for SCA, and further divided by the panicular class of service.

C-G, 4 - The respective totals for Cthru G, 1+ 2+ 3.

H-K. I-3 - Refers to the percentage of SCA customers utilizing the respective optional features, as distinguished by the class of
service the customer is receiving. These percentages may be calculated at the end of the fiscal year, as opposed to
meonitoring any changes during the course of the 12 month period.

H-K,4 - THESE FIELDS SHOULD NOT ACTUALLY REFLECT TOTALS. Rather, they should reflect the respective
percentages of utilization of cach optional feature, expressed as a factor of all TSA customers, disregarding class of
servige distinctions.

L.1-3 - Refers to the number of SCA customers involuntarily disconnected for non-payment during the course of the relevant
fiscal year, as distinguished by the class of service.

L.4 - Thetotal of L1 + L2 + L3,

M, 13 - Refers to the average dollar amount of SCA customers' monthly local charges for the relevant year, as distinguished

by the class of service.

M, 4 - Refers to the average dollar amount of SCA customers' monthly local charges for the relevant fiscal year, disregarding
class of service distinctions.

N, 13 - Refers to the average dollar amount of SCA customers' monthly toll charges, including inira and interLATA toll, for
the relevant fiscal year, as distinguished by the class of service.

N, 4 - Refers to the average dollar amount of SCA customers' monthly toll charges, including intra and interLATA 1oll, for
the relevant fiscal year, disregarding class of service distinctions,

Q, 1-3 - Refers to the average dollar amount of service connection charges that are waived for SCA customers during the
relevant fiscal year, as distinguished by the class of service.

0,4 - Refers to the average dollar amount of service connection charges that are waived for all SCA customers during
relevant fiscal year, disregarding class of service distinctions,

P13 - Refers to the average dollar amount of deposits waived for SCA customers during the relevant fiscal year, as
distinguished by the class of service.

P 4 - Refers to the average dollar amount of deposits that are waived for all SCA customers during the relevant fiscal year,
disregarding class of service distinctions.

Q,1-3 - Refers to the amount of the Subscriber Line Charge assessed by the company. This dollar amount will be the same
for every class of service.

Q.4 - THIS FIELD SHOULD NOT ACTUALLY REFLECT A TOTAL AND MAY, IN FACT, BE DISREGARDED.

R, 1-3&4 - Like Q, the answer to this field will be the same for 1 thru 4, and will be equal to:
(O+PF = Q)
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006
SCHEDULE: 34

IN ORDER TO ENSURE THAT PUCO CORRESPONDENCE IS DIRECTED TO THE APPROPRIATE
PERSON AT THE CORRECT ADDRESS, PLEASE COMPLETE THE FOLLOWING.

Name, Title, Address, and Phone Number of the Company's Contact Persons
to Receive Entries and Orders from the Docketing Division

Dennis Depinet Manager
Name Title

PO Box 316, Bascom, OH 44809-0316
Address

(419) 937-2222
Phone Number (Including Area Code)

Name, Title, Address, and Phone Number of Person to whom Invoice
should be Directed

Kathy Reinhart Assistant Treasurer
Name Title

PO Box 316, Bascom, OH 44809-0316
Address

(419) 937-2222
Phone Number (Including Area Code)

Name and Address of the President

Wayne Posey
Name President

PO Box 316, Bascom, OH 44809-0316
Address
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Annual Report of Bascom Mutual Telephone Company Year Ended December 31, 2006

VERIFICATION

The foregoing report must be verified by the President or Chief Officer of the company. The oath
required may be taken before any person authorized to administer an oath by the laws of the State in which
the same is taken.

OATH

State of Ohio
County of Seneca

Kathy Reinhart makes oath and says that
(Insert here the name of the affiant.)

he is  Assistant Treasurer

{Insert here the official title of deponent)

of Bascom Mutual Telephone Company
(Insert here the exact legal title or name of the respondent.)

that he has examined the foregoing report; that to the best of his knowledge, information, and belief, all
statements of fact contained in the said report are true and the said report is a correct statement of the
business and affairs of the above-named respondent in respect to each and every matter set forth therein
during the period from and including January 1, 2006, to and including December 31, 2006.

i /ﬂﬁ

j " ASignature of affiant.)
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Respondent's Control over Other Corporation

Name: Address:

Bascom Cellular, Inc, P.0. Box 316, Bascom, OH 44809
Bascom Long Distance, Inc. P.C. Box 316, Bascom, OH 44809
BTC Multimedia, L.L.C. 5990 W, Tiffin St., Bascom, OH 44809
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February 21, 2007

Board of Trustees

Bascom Mutual Telephone Company
P.O. Box 316

Bascom, Ohic 44809

INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying consolidated balance sheet of BASCOM MUTUAL
TELEPHONE COMPANY AND ITS WHOLLY OWNED SUBSIDIARIES {An Ohio Mutual
Company) as of December 31, 2006, and 2005, and the related consolidated statements of
income, members’ equity, and cash flows for the years then ended. These financial
statements are the responsibility of the company's management. Qur responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.
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 includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of Bascom Mutual Telephone Company and its
wholly owned subsidiaries at December 31, 2006, and 2005, and the results of its operations
and its cash flows for the years then ended, in conformity with U.S. generally accepted
accounting principles.

Respectfully submitted,

Lally, Cummings, Palmer eI Patch




BASCOM MUTUAL TELEPHONE COMPANY
AND ITS WHOLLY OWNED SUBSIDIARIES
(An Ohio Mutual Company})
BASCOM, OHIO

CONSOLIDATED BALANCE SHEET
DECEMBER 31, 2006, AND 2005

ASSETS
20086 2005
CURRENT ASSETS: .
Cash and cash equivalents $ 1672300 $ 1,726,489
Accounts receivable - telecommunications 268,614 161,207
Interest receivable 3,337 4,431
Temporary investments 1,356,448 808,546
Materials and supplies 13,667 17,760
Prepaid taxes 71,235 19,320
Prepaid expenses 19,301 14,504
Total current assets 3,404,902 2,852 657
NONCURRENT ASSETS:
Other investments 232,201 260,468
Note receivabie 175,000 175,000
Memberships and deposits 1,010 1,010
Total noncurrent assets 408,211 436,478
PROPERTY, PLANT, AND EQUIPMENT:
Telecommunications plant in service 6,336,484 5,780,434
Telecommunications plant under construction 0 64,697
CATV plant in service 1,009,857 983,665
Other equipment 402,799 356,374
7,749,140 7,185,170
Less: Accumulated depreciation 2,823,941 2,335,375
Net book value 4,925,199 4 849,795
Total assets $ 8,738,312 $ 8,138,930

(The accompanying notes are an integral part of these financial statements)
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LIABILITIES AND MEMBERS' EQUITY

2006 2005
CURRENT LIABILITIES:
Accounts payable $ 386,434 % 55,363
Customer deposits 3,191 2,381
Accrued income tax 36,175 50,610
Accrued taxes 64,126 53,222
Accrued expenses 63,528 153,418
Total current liabilities 553,454 314,994
DEFERRED INCOME TAXES 276,439 265,914
MEMBERS' EQUITY:
Memberships issued 21,260 18,680
Patronage capital 2,658,867 2,695,328
Retained earnings _5,228292 4,844,014
Total members' equity 7,908 419 7,558,022
Total liabilities and
members' equity $ 8,738,312 $ 8,138,930

(The accompanying notes are an integral part of these financial statements)
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BASCOM MUTUAL TELEPHONE COMPANY
AND ITS WHOLLY OWNED SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2006, AND 2005

OPERATING REVENUES:
Basic local network services
Network access services
Long distance network service
Internet access and services
CATV revenues
Miscellaneous
Less: Uncollectible revenues

Total operating revenues

OPERATING EXPENSES:
Plant specific operations
Plant nonspecific operations
Depreciation
Customer operations
Corporate operations
Total operating expenses

GROSS OPERATING INCOME

OPERATING TAXES:
Income taxes
Other operating taxes
Total operating taxes

OPERATING INCOME

FIXED CHARGES:
Interest expense

NONOPERATING INCOME (DEDUCTIONS):

Interest income

Nonregulated income - net of income

taxes of $203,865 in 2006
and $231,848 in 2005

Total nonoperating income (deductions}

NET INCOME

$

2006

195,248
999,559
106,220
897,034
201,234
472

4,680
2,395,087

005
173,453
1,450,061
93,310
819,399
145,691
469
5,318

2.677,065

170,067
837,015
509,545
209,362
468,941

2,194,930

200,157

176,231
763,988
469,883
193,015
369,140
1,972,257

704,808

9,280
66,429

75,709

14,125
65,025

79,150

124,448

60

625,658

21

124,388

625,637

81,147

318,353

399,500

50,250

408,474

458,724

523,888

$ 1,084,361

(The accompanying notes are an integral part of these financial statements)
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BASCOM MUTUAL TELEPHONE COMPANY
AND ITS WHOLLY OWNED SUBSIDIARIES

CONSOLIDATED STATEMENT OF MEMBERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2006, AND 2005

PATRONAGE  RETAINED

MEMBERSHIP CAPITAL EARNINGS TOTAL
BEGINNING BALANCE -
JANUARY 1, 2005 $ 15420 § 2,405,078 $ 4,373,015 $ 6,793,513
Memberships issued 4,200 4,200
Memberships cancelled (940) (940)
Income (loss) from:
Bascom Mutual 596,111 8,993 605,104
Bascom Cellular 427,753 427,753
Bascom lL.ong Distance 34,231 34,231
BTC Multimedia 17,251 22 17,273
Retirement of capital
credits - net (323,112) (323,112)
BALANCE -
DECEMBER 31, 2005 18,680 2,695,328 4,844,014 7,558,022
Memberships issued 4,040 4,040
Memberships cancelled (1,460) (1,460)
Income (loss) from:
Bascom Mutual 47,254 26,166 73,420
Bascom Cellular 330,712 330,712
Bascom Long Distance 27,400 27,400
BTC Multimedia 92,356 92,356
Retirement of capital
credits - net (176,071) (176,071)
ENDING BALANCE -
DECEMBER 31, 2006 $ 21,260 $ 2658867 § 5228292 § 7,508419

(The accompanying notes are an integral part of these financial statements)




BASCOM MUTUAL TELEPHONE COMPANY
AND ITS WHOLLY OWNED SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2006, AND 2005

2006 2005
OPERATING ACTIVITIES:
Net income $ 523,888 $ 1,084,361
Adjustments to reconcile net income to
net cash provided by operating activities:
Depreciation and amortization 509,545 469,883
{Equity) deficit in income of other investments (657,799) (692,476)
Dividends received 586,065 683,630
Increase (Decrease) in deferred income tax 10,525 12,725
Changes in operating assets and liabilities:
(Increase) Decrease in:
Accounts receivable {107,406) (33,332)
Other current assets (51,127} 52,034
Increase (Decrease) in:
Accounts payabile 331,072 46,405
Customer deposits 810 52
Accrued income taxes (14,435) (23,080)
Accrued taxes 10,904 4,093
Accrued expenses {89,880) 78,986
NET CASH PROVIDED BY (USED FOR)
OPERATING ACTIVITIES 1,152,152 1,683,301
INVESTING ACTIVITIES:
Purchase of property, plant, and equipment (584,948) {940,510)
Purchase of short-term investments (447,902) (808,548)
NET CASH PROVIDED BY (USED FOR)
INVESTING ACTIVITIES (1,032,850) (1,849,056)
FINANCING ACTIVITIES:
Increase {Decrease) in memberships 2,580 3,260
Retirement of capital credits (176,071) (323,112)
NET CASH PROVIDED BY (USED FOR)
FINANCING ACTIVITIES (173,491) (319,852)
INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS (54,189) (485,607)
CASH AND CASH EQUIVALENTS - BEGINNING 1,726,489 2,212,096
CASH AND CASH EQUIVALENTS - ENDING $ 1672300 § 1,726,489
SUPPLEMENTAL DISCLOSURES:
Interest paid (net of $0 capitalized) 5 60 % 21
Income taxes paid (refunded) $ 264,000 $ 252,000

(The accompanying notes are an integral part of these financial statements)
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BASCOM MUTUAL TELEPHONE COMPANY
AND ITS WHOLLY OWNED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The consolidated financial statements include the accounts of the company and its wholly
owned subsidiaries after elimination of all significant inter-company balances and
transactions.

The accounting policies of the company conform to U.S. generally accepted accounting
principles and reflect practices appropriate to the telephone industry. The accounting records
were maintained in accordance with the Uniform System of Accounts prescribed by the Ohio
Public Utilities Commission.

The company qualifies as a tax-exempt organization under Section 501(c)(12) of the Internal
Revenue Code.

Use of Estimates -

The process of preparing financial statements in conformity with U.S. generally accepted
accounting principles requires the use of estimates and assumptions regarding certain types
of assets, liabilities, revenues, and expenses. Such estimates primarily relate to unsettled
transactions and events as of the date of the financial statements. Accordingly, upon
settlement, actual resuits may differ from estimated amounts.

Cash Equivalents and Temporary Investments -

The company considers highly liquid investments with maturities of ninety days or iess to be
cash equivalents. Securities with maturities between ninety days and one year are
considered temporary investments.

Marketable Securities -

Equity securities, when being held by the company, are classified as “available-for-sale” as
defined by SFAS 115. In accordance with that statement, they are reported at aggregate fair
value with unrealized gains and losses excluded from earnings and reported as a separate
component of stockholders’ equity, net of deferred taxes.

The cost of securities sold was determined by the specific identification method.

Concentration of Credit Risk -

The company grants credit to customers substantially ail of whom are located in Bascom,
Ohio and the surrounding area. The company also grants credit to connecting toll companies
located throughout the United States.

The company had cash deposits in excess of amounts insured by federal deposit insurance
in the amount of $1,221,597 at December 31, 20086.
Materials and Supplies -

Inventories are stated at cost on the first-in, first-out (FIFO) method. A physical inventory is
taken by management at the end of the year.
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BASCOM MUTUAL TELEPHONE COMPANY
AND TS WHOLLY OWNED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):

Revenue Recognition -

Toll access services are furnished in conjunction with interconnect carriers. During 2006 and
2005, the company received monthly access revenues from state and interstate pools based
on average cost separation studies. Access and local service revenues are substantially
recognized when such services are performed. Revenue settlements are subject to true-up
adjustments in the normal course of business as provided by the connecting company
agreements.

Income Taxes -

The company joins its wholly owned subsidiaries in filing a consolidated federal income tax
return. 1n accordance with the intercorporate tax allocation policy, the company pays to or
receives from the affiliated companies, amounts equivalent to federal income tax charges or
credits based upon separate company taxable income or loss using the statutory tax rates.

Deferred income taxes have been provided under the liability method. Deferred tax asseis
and liabilities are determined based upon the difference between the financial statement and
tax bases of assets and liabilities, as measured by the enacted tax rates which will be in
effect when these differences are expected to reverse. Deferred tax expense is the result of
changes in the deferred tax asset and liability.

ACCOUNTS RECEIVABLE:

The company considers accounts receivable to be fully collectible; accordingly, no aliowance
for doubtful accounts has been established. If accounts become uncollectible, they will be
charged to operations when that determination is made. Collections on accounts previously
written off are included in other income as received.

OTHER INVESTMENTS:
Other investments consisted of the following at December 31, 2006, and 2005:

2006 2005
Ohio RSA 2 Limited Partnership $ 97,625 $125,915
Bright Long Distance, Ltd. 3,001 2,984
Com Net, Inc. 118,750 118,750
Broadband Networking Group, L.LC 12,825 12,819
$232.201 260,4

NOTE RECEIVABLE:

On September 1, 2004, the company loaned Independents Fiber Network, LLC $175,000 in
exchange for a Series B subordinated note. The terms of the note call for accrued interest at
5.0% and a maturity date of September 1, 2013.




BASCOM MUTUAL TELEPHONE COMPANY
AND ITS WHOLLY OWNED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

INVESTMENT IN PROPERTY, PLANT, AND EQUIPMENT:

Telephone plant in service at December 31, 2006, and 2005, was stated at original cost. The
company provides for depreciation on a straight-line basis at annual rates, which will amortize
the depreciable property over its estimated useful life. These accrual rates are regulated by
the Public Utilities Commission of Ohio (PUCQ).

2006 2005

Land $ 26,950 $ 26,950
Motor vehicles 100,113 77,969
Other work equipment 87,505 87,505
Buildings ' 484,721 435,184
Furniture 15,062 8,684
Office egquipment 8,290 8,290
General purpose computers 53,923 59,434
Digital switching equipment 1,418,588 1,341,145
Buried cable 4,141,332 3,735,273

Telephone plant in service $6,336,484 $5,780,434
CATV equipment $1,009,857 $ 983665
Other equipment $ 402,799 $ 356374

General plant depreciation rates have been applied on a straight-line basis and were as
follows for 2006 and 2005:

Motor vehicles 12.00%
Other work equipment 6.79
Office buildings 3.00
Storage buildings 5.00
Furniture 5.56
Office equipment 12.50
General purpose computers 25.00
Digital switching equipment 9.70
Buried cable 4.77
Fiber optic cable 4.20

Maintenance and repairs are charged to income as incurred for all property, plant, and
equipment.

INCOME TAXES:

Deferred tax assets and liabilities in the balance sheet are classified in accordance with
Statement of Financial Accounting Standards No. 109 (SFAS 109), which generally requires
the classification be based upon the related asset or liability creating the deferred tax.
Deferred taxes not related to a specific asset or liahility are classified based upon the
estimated period of reversal.




BASCOM MUTUAL TELEPHONE COMPANY
AND ITS WHOLLY OWNED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

INCOME TAXES (Continued):

The company operates as a tax-exempt corporation as defined by the Intemal Revenue
Code Section 501(c){12). During 2003, the company received a private letter ruling from the
Internal Revenue Service (IRS) approving the requested expansion of the definition of
member based (patronage) activities. The definition was broadened to inciude services to
members for long distance service, cable television, and land line based high-speed internet
services. |t is expected that the company will meet the 85% test in 2006 and only incur a tax
on nonmember services provided by Bascom Mutual Teiephone Company and BTC
Multimedia, LLC. The company will also incur tax on its wholly owned for profit subsidiaries,
Bascom Cellular, Inc. and Bascom Long Distance, Inc. Deductions are allowed for income
attributed to members. These deductions totaled $139,672 in 2006 and $613,362 in 2005.

The components of federal income tax expense are as follows:

2006 2005
Current - operating $ 9,280 $ 14,125
Current - nonoperating 190,865 219,123
Deferred - nonoperating 13,000 12,725
Total income tax expense $213.145 45,973

Deferred income taxes are provided for the temporary difference between the financial
reporting basis and the tax basis of the company's assets and liabilities. The major
difference that gives rise to the deferred tax liability and asset is depreciation.

The total deferred tax liabilities are as folfows:

006 005
Current deferred tax liabilities $ 0 3 0
Non-current deferred tax liabilities 276,439 265,914
Net deferred tax liability 2764 $265.914

ACCRUED VACATION AND SICK LEAVE:
The company provides vacation, personal, and sick days for ail empicyees.

At December 31, 2006, and 2005, unpaid compensated absences amounted to $40,361 and
$33,408, respectively.

PENSION PLAN:

The company provides a 401k plan sponsored by the National Telephone Cooperative
Association.  Participants may elect to contribute annually a maximum of 25% of
compensation as a salary reduction and/or as a post-tax contribution. All fulltime, permanent
employees are eligible to participate after 30 days. The plan provides for full and immediate
vesting. The company remits the withholding each pay period.

Effective January 1, 2003, the company established a defined contribution plan. This plan
calls for an 8% company contribution based on eligible wages. The contributions amounted
to $48,946 and $40,226 for 2006 and 2005. As of December 31, 2006, and 2005, there were
unpaid contributions amounting to $4,414 and $6,196, respectively.

-10-
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- BASCOM MUTUAL TELEPHONE COMPANY
AND ITS WHOLLY OWNED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

POSTRETIREMENT BENEFIT PLANS OTHER THAN PENSIONS:

The company sponsors a postretirement benefit plan. The benefits in the plan include
one-half of the health insurance cost for the employee from the date of retirement until the
employee turns 65 years of age. Telephone, internet, and cable service are provided after
the date of retirement. Eligibility is based on the rule of 85. For 2006 and 2005,
contributions to the plan were $0. For 2006 and 2005, the unfunded liability was $15,779.

Following is the reconciliation for the postretirement benefit obligation for 2006 and 2005.
Note that the benefit obligation was determined as of January 1, 2004,

Postretirement benefit obligation:

2006 2005
Balance - beginning of year $15,779 $15,779
Service cost 0 0
Interest cost 0 0
Contributions by participants 0 0
Amendments to the plan 0 0
Actuarial (gain) loss 0 0
Benefits paid to participants 0 0
Balance - end of year $15,779  $15.779

CAPITAL CREDITS:

During 2006, the company declared retirement of capital credits for 1999, in the amount of
$163,066 paid November 2006. The company also retired capital credits for estates and
former members in the amount of $13,005.

During 2005, the company declared retirement of capital credits for 1998, in the amount of
$315,164 paid November 2005. The company also retired capital credits for estates and
former members in the amount of $7,948.

CONTINGENCY:

The Internal Revenue Service is conducting an audit of Ohio RSA 2 Limited Partnership of
which Bascom Cellular is a pariner. The audit is not completed and the impact of its
resolution on these financial statements is unknown.
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