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: John G, Alford Secretary Wgﬁ e ““‘;g, 331{'9?1?&'3‘;9“ Torntrotl Division
PAAPubllc,Utlllty Commission ** Uity Commegsien

P.O. Box 3265

Harrlsbﬁrq, PA 17120

SECRETARY'S BUREAY

Re: Application of Commonwealth Telephone Company '
for Approval of the Transfer of stock of It’s

Parent Company to an Affiliated Interest ,
Dear Secretary Alford: , jé’:)/‘ 43t Fseed

Enclosed herewith please find an original and tWO (2) copies
of the aforementioned Application for f:mllng

Should you have any tquestions or concerns regardlng this
natter, please contact me.

JMO:das

Enclosures

ctec.alfordl.ltr
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HARAISBURG OFFICE 116 PINE STREET HARR!SBUF(G PENNSYLVANIA 17101 . 717-238-2900 - FAGSIMILE 717—23&2647

1200 Pittsburgh National Butding  Pitsbrgh, Pennsylvana 15222 4125664212
Ajrport Professithal Office Center 1150 Thormn Run Boad Exténsion ‘Coraopatis, Pennsylvania 15108 412.262:3730
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION
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~In re: Application of

- Commonwealth Telephone Company
For Approval Of The Transfer
0f stock By Itfs Parent Company
To AnuAﬁflllated Interest

s B0 8e 8% w0

TO THE HONORABLE CHATRMAN AND COMMISSIONERS OF THE PENNSYLVANIA
PUBLIC UTILITY COMMISSION.

AND NOW COMES, Commonwealth Telephone Company (herelnafter

‘“CTCO“‘ or the "Appllcant"), pursuant to 66 Pa C.S. Sectlon
1102{a)(3j of the Public Utility Code, and 52 Pa Code Sectlon 3.551
of the Public Utility Commission’s (hereinafter vCommission") Rules
of Practice and Procedure to seek approval for the transfer cf
‘stock by itrs parent company, to an affiliated intereét;
~In suppbrt thereof, Applicant avers as foliows:k
1. The name and address of the Appliéantvaré:
~ Commonwealth Telephone Company
- 100 Lake Street ,
Dallas, PA 18612 7
2. The néme and address of Applicant’s.Attorneys’are;:
John M. Quain, Esqulre
* Kenneth Zielonis, Esquire

Tucker Arensberg, P.C.
116 Pine Street

Suite 403 ’ 2 - g 3 ».;wi

Harrisburg, PA 17101

Raymond B. Ostroski, Esquire : : 4

General Counsel ~ , }_.Oigggwwa .
Commonwealth Telephone Company ‘ o |

46 Public Square
P.O. Box 3000
Wilkes-Barre, PA 18703-3000
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3A. Corporate Historvy of Transferor

C-TEC Corporation (hereinafter "C-TEC") is the transferor in

 thé'pr0posed transaction. It was formed as a holding company for

various subsidiaries. Prior to January 1, 1992, C-TEC consisted of

eight (8) operating divisions. Tt provided a core group of

_executive and corporate management services to all of it's

operating subsidiaries.

- Effective January 1, 1992 C-TEC underwent a corporate

reorganization and now consists of seven (7) operating

-subsidiaries, including: C-TEC Cable Systems, Inc.:; Tec-Air, Inc.;:

 C~TEC Telephone Properties, Inc.; C-TEC Properties, Inc.; C~-TEC

Financial Services, Inc.; Cellular Plus, Inc.; and C-TEC Services,

Inc.

3B. Purpose of Incorporation of.Transferor

C-TEC was incorporated as a holding company, and holds all of
the outstandlng stock of it’s operating sub51d1ar1es.

3C. ‘Affiliated Interests

C-TEC is the parent corporationkof‘Applicant, It is therefore

an affiliated 1nterest of Appllcant as said term is defined 1n

' Section 2101(1) of the Publlc Utility Code. 66 Pa C.S8. Sectlon
'2101(1) C-TEC has effective controlkof the_Appllcant~throughf1t!s

one hundred percent (100%) ownership of it‘s outstanding common

stock.
3D. Service Territory
CTCO serves customers in the territory supplied by its

telephone lines and facilities located in the counties of Wyoming,
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portions of Berks} Brédford, Bucks, Carbon, Chester, Columbia,
Dauphin, Lackawanna, Lancaster, Lehigh, Luzerne, Lycoming, Monroe,
NorﬁhamptOn, Schuykill, Sullivan, Susquehanna, Tioga and York,
Pennsylvania.

4A. Corporate History of Transferee

C-TEC Telephone Properties, Inc., (hereinafter "CTPI") is the

transferee in the proposed transaction. It was incorporated on

December 6, 1991, and, as noted in paragraph three (33) above, it

is one of the seven (7) operating subsidiaries of C-TEC.

4B. Corporate Purposeaof.Transferee

CTPI was formed for the purpose of increasing operational

~efficiencies and to further the general corporate purpose of the C-

TEC Corporation.

4C. Affiliated Interests

CTPI was formed as a holding compahy'for CTCO and for possible
future acquisitions. It is therefore an affiliated interest of
CTCO as said term is defined in Sectidnﬁzlol(l)fof the Pennsylvania
Pﬁblic'Utility Code. 66 Pa C.S. Section 2101(1). It is likewise an
affiiiatéd; interest of the transferor. The transferor has
effective control of transferee through its oWneiship of one

hundred percent (100%) of the outstanding common stock of the

“¢orporation.

5. Transferor and transferee are affiliates as said term is

defined under 66 Pa C.S. Section 2101(1) of the Public Utility

‘Code. As noted above, transferor is the;(parent‘VCOmpany‘ of

transferee by Virtue;cf‘holding one hundred percent (100%) of the

3




outstanding common stock of transferee.
6. ,Applicant provides public utility service to 177,522

ratepayers in Pennsylvania, of which 157,112 are residential, and

20,410 are business customers.

7. Attached hereto as Exhibits A and B, are Balance Sheets

of C-TEC and CTPI as of December 31, 1991, said date being the

latest available Balance Sheéts,prior‘to the date of filing. Data

for the period ending March 31, 1992 will be provided within thirty
(30) days of the date of this filing. |

‘8.  Attached hereto as Exhibits C and D, are Income

Statements of C-TEC and CTPI for the twelve (12) months ended
 December 31,’1991, said date being the same date as the Balance
Sheets referred to in Paragraph (7) above. Data for the period

‘ending March 31, 1992 will be provided within thirty (30) days of

the date of this filing. ‘

9. Ali annual reports, taiiffs, certificates, applications
for ,approvai of the issuance of securities and securities
cé:tificates'filea,with;Your‘HOnorable Commission;by'tranéféror‘and

transferee or by their predecessors, constituents and affiliated

~ companies are incorporated herein by reference and made a part

hereof.

10. The property to be transferred from C-TEC to CIPI is one

‘hundred percent (100%) of the‘outstanding common stock of the

Applicant.  Pursuant to 66 Pa C.S. 1102(a)(3) said transfer

,'requirQS‘theiapprCVal of the Publie Utility Commission through the

issuance of a Certificate of Public Convenience. As such, it is

4
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this transfer of stock ‘which‘ is the subject of the instant
Application.
11, The consideration for the transfer of stodk is in the

B nature of an equity contribution from C-TEC to CTPT.
12, The number of shares of common stock to be transferred
~ are 1,267,629 having a book value of 488,194,081. |
k - 13, Pro forma Financial Statements of transferor and
k transferee giving effect to the transfer will be providedkwithin
bthirty (30) days of the date of this filing-
| 14, Attached hereto as Exhibitbﬁ'is a certified copy of the
meetinggminutes of the Board of Directors and the stockholders of
VC~TECUC0rporatidn'authcrizing the transfer herein proposed.

15. The proposed transfer of stock will ‘haVe‘ no adverse
aﬁfect on service to Applicant’s customers. | | |

16. The proposed transfer will have nd affect on CTCO’s
rates. |
17. The reasons for the proposed ﬁransferhare‘as a result of

a corporate reorganization undertaken by C-TEC.



wHEREEORB; Applicant prays that your Honorable Commission

apprOVe theiﬁransfer~Which forms the subject of this filing.

Dated: May 1, 1992

Res itted,

i > vy &‘.5&—; T —
JOHN M. QUAIN, ESQUIRE
KENNETH ZIELONIS, ESQUIRE
TUCKER ARENSBERG, P.C.
116 Pine Street
Suite 403 _
Harrisburg, PA 17101

Counsel for CommonWealth
Telephonie Company




. S ‘  EXHIBIT A
‘ C-~TEC CORPORATION ' '

~ e , BALANCE SHEET o
~ DECEMBERSt, | 1991

CURRENT ASSETS: , o
CASH AND TEMPORARY CASH INVESTMENTS o T R

- NOTES RECEIVABLE FROM SUBSIDIARIES ~ -

~ ACCOUNTS RECEIVABLE FROM SUBSIDIARIES | ~ -
INCOME TAXES RECEIVABLE | -
PREPAYMENTS AND OTHER | -

- TOTAL GURRENT ASSETS LR s | i
INVESTMENT IN SUBSIDIARIES (STATED AT EQUITY) o 176578
'PROPERTY, PLANT & EQUIPMENT | | | -

 DEFERRED GHARGES : e B

—3—3 3 3+ L1 3

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES: Lo
. DEMAND NOTES PAYABLE TO BANKS '$ <
- NOTES PAYABLE TO SUBSIDIARIES , 3,684
ACCOUNTSPAYABLE TO SUBSIDIARIES ‘ - o -
ACCRUED LIABILITIES AND OTHER 3,885

LONG=TERM DEBT | | | 100,000
- SHAREHOLDERS' EQUITY =

COMMON STOCK , , R 16,887

ADDITIONAL PAID IN CAPITAL L | 21,265

RETAINED EARNINGS - | | . 3583

TOTAL - ot 74,991

_ TREASURY STOCK AT GOST, 394,247 SHARES =~ (5,982
TOTAL SHAREHOLDERS' EQUITY E | '69',009 |

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY | $176,578

e e g i oy o et

"(THOUSANDS OF DOLLARS)




‘3-—TEC TELEPHONE PROPERT!ES ll\,

 EXHIBIT B

e BALANCE SHEET ,

- DECEMBER 81, 1991

G TTE—— “(THOUSANDS OF DOLLARS)
~ GURBENT ASSETS: :

CASH AND TEMPORARY CASH INVESTMENTS
~ NOTES RECEIVABLE FROM SUBSIDIARIES
ACCOUNTS RECEIVABLE FROM SUBSIDIARIES
- INCOME TAXES RECEIVABLE
PREPAYMENTS AND OTHER

 TOTAL CURRENT ASSETS

i INVESTMENT IN SUBSIDIARIES (STATED AT EQUITY)

~ PROPERTY, PLANT & EQUIPMENT
~ DEFERRED CHARGES

© LIABILITIES AND SHAREHOLDERS' EQUITY

~ CURRENT LIABILITIES:

DEMAND NOTES PAYABLE TO BANKS

_ NOTES PAYABLE TO SUBSIDIARIES

' ACCOUNTS PAYABLE TO SUBSIDIARIES
AGCRUED LIABILITIES AND OTHER

* LONG~TERM DEBT

SHAEEHOLDERS' EQUITY

 COMMON STOCK
 ADDITIONAL PAID IN CAPITAL
'RETAINED EARNINGS

TOT‘AL :
TREASURY STOCK AT COST

- TOTAL SHAREHOLDERS' EQuITY

~ TOTAL LIABILITIES AND SHAREHOLDERS® EQUITY

‘‘‘‘‘‘

e

~~~~~

N ,, P .

...........
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ST s ‘ EXHIBIT C
.ECCORPORATION ) S - ~

|  STATEMENT OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 81, T : 1991 ;
e T : . ~(THOUSANDS OF DOLLARS
g _ EXCEPT PER SHARE AMOUNTS)
INCOME: , . T
MANAGEMENT FEE CHARGES TO AFFILIATES - $21,856
~ INTEREST INCOME FROM SUBSIDIARIES 946
- INTEREST INCOME~OTHER e 87
OTHER | U o gy
~ TOTALINGOME S 23026
. EXPENSES: | .
'INTERST EXPENSE ON NOTES PAYABLE TO BANKS 10,439
~ INTERST EXPENSE ON NOTES PAYABLE TO SUBSIDIARIES 216
 GENERAL & ADMINISTRATIVE EXPENSES R 12,612
 TOTALEXPENSES | o o387

,,,,,

B (LOSS) INCOME BEFORE INCOME TAX (BENEFIT) PROVISION,
" EQUITY IN NET (LOSS)INCOME OF SUBSIDIARIES e g
- AND LOSS FROM DISCONTINUED OPERATION . (241)
PROVISION(BENEFIT) FOR INCOME TAXES B 875

~(LOSS)INCOME BEFORE EQUITY IN NET (LOSS)INCOME OF
SUBSIDIARIES, LOSS FROM DISCONTINUED OPERATION AND

GAIN ONDISPOSAL ey
NE'F (LOSS)!NCOME’ OF SUBSIDIARIES  (t8,209)
oy (LOSS)!NGOME BEFORE LOSS FROM DISCONTINUED |
| OPERATION AND GAIN ON DISPOSAL (19,415)
T "LOSS FROM DISCONTINUED OPERATION, NET OF INGOME |
. TAXBENEFITS o
GAIN ON DISPOSAL, NET OF INCOME TAX EXPENSE o
| OF$5074000 | 7028
~ ﬁNEf(LOSS)choME il | T 12002)

_‘__.._..........._‘_'.-._.

" EARNINGS PER AVERAGE GOMMON SHARE:

~ (LOSS)INCOME FROM GONTINUING OPERATIONS | i ($1.18)
~LOSS FROM DISCONTINUED OPERAT!ON S -
GAIN ON DISPOSAL - S S04

 NET (LOSS)INCOME . S o oTs)

EEmaEREassEt

'_AVI‘-:‘RAGECOMMON'SHARES OUTSTANDING TR R 19482733



STATEMENT OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31,

C~TE‘LEPHONE PROPERTIES, INC.

‘ EXHIBIT D

1991

o !NCOME

. MANAGEMENT FEE CHARGES TO AFFILIATES
INTEREST INCOME FROM SUBSIDIARIES
INTEREST !NCOME-—OTHER
OTHER

TOTAL INCOME
EXPENSES: , '
INTERST EXPENSE ON NOTES PAYABLE TO BANKS
INTERST EXPENSE ON NOTES PAYABLE TO SUBSID!ARIES
' GENERAL & ADMINISTRATIVE EXPENSES

TOTAL EXPENSES

v ’(LOSS)!NCOME BEFORE ]NCOME TAX (BENEFIT) PROVISION,

EQUITY IN NET (LOSS)INCOME OF SUBSIDIARIES
- AND LOSS FROM DISCONTINUED OPERATION

PROVISION(BENEFIT) FOR INCOME TAXES

- (LOSS)INCOME BEFORE EQUITY IN NET (LOSS)INCOME OF

(THOUSANDS OF DOLLARS
EXCEPT PER SHARE AMOUNTS)

_SUBSIDIARIES, LOSS FROM DISCONTINUED OPERATION AND

; GAIN ON DISPOSAL

NET (LOSS)INCOME OF SUBSIDIARIES

. (LOSSHNCOME BEFORE LOSS FROM DlSCONTlNUED

OPEBA’I’ION AND GAIN ON DISPOSAL

- LOSS FROM DISCONTINUED OPERATION, NET OF INCOME
TAX BENEFITS

~ GANON DISPOSAL, NET OF INCOME TAX EXPENSE

ONET ‘(LOSS)IN;C,GME;

: EAFIN!NGS PER AVERAGE COMMON SHARE:

~ . (LOSS)INCOME FROM CONTINUING OPERATIONS
~ LOSS FROM DISCONTINUED OPERATION

GAIN ON DISPOSAL

NET (LOSS)INCOME

AVERAGE COMMON SHARES OUTSTANDING

e e i e i i i i
e s —3

B TR gs S
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' ‘ EXHIBIT E

CERTIFICATION OF -RESOLUTIONS
or
C-TEC CORPORATION

I HEREBY CERTIFY, That by declaration of Resolutmon by the
Board of Directoxrs of C-~TEC CORPORATION on the;lsth day of
December, 1991, the following Resolution, which has not been
modified or rescinded and which is not contrary to or
inconsistent with the Articles of Incorporation or By-Laws of
this COrporatlon, was duly and reqularly adopted:

21 RESOLVED, That all of the common stock of
Commornwealth Telephone Company currently held by the
Company shall hereby be transferred and assigned to
C~-TEC Telephone Properties, Inc., 2 Delaware
corporatlonAand‘wholly~owned‘sub31alaxy of the Company,
upon recelpt of appropriate approvalifrom requlatory
agencies, if necessary; and further

n3, RESOLVED, That the officers of}thxs Company be
and they are hereby authorized to dojsuch thing, take
such action, execute and delivexr such documents and
cause the payment of such fee and/or|expense as may be
necessary and/or requlred for the purpose of ,effecting
the foregoing resolution, the due certification of this
resolution being the sole and only evidence of
auvthority requlred by such officers for the doing of
such act or things and the execution|and delivery of
such documents.”

IN‘WITNESS WHEREOF, I have hereunto set ny hand and affixed
the seal of the Corporation this 29th day of April, 1992.




~cémm9nwealthxof PennsyIVania

e 8 e

County of Dauphin

Raymond B. Ostroski, belng duly swern acccrding to :Law,
, deposes and says that he is Vice President and General Counsel of
‘CQmmonwealth Telephons Company and, that in this capacity he is
- authorized to and does make this Affidavit for it; and that the
tacts set forth in ttre foregoing Answer to Formal Complaint are 
' true and correct to the best of his knowledge, information and
helief and that he expects COmmcnwealth Telephone Company to be

‘able to prove ths same at any hearing heracf.

‘ President

>and’ Genéral
Counsel : S

SWorn to and subsscnbed before me
«thiss@Vﬁéday of‘

NOTAWBL Goah & i
| BLAINE DAIGEAUR, W 44t ux ;
WILKES-BARRE, LUZERNE COUNTY, & %saa
CAMY {}QMMESQ'ON EXPIRES JASIUIARY 18,




CD!\’DNWEALTH OF PENNSYLVAIQ
PENNSYLVANIA PUBLIC UTILITY COMMISSION e
P. 0. BOX 3265, HARRISBURG, Pa. 17120  AMH

Mdy 7, 1992

UIN REPLY PLEASE
: REFSR TO OUR F‘ILE

A--310800P5000
;ﬁpplICdtloh cf Commonweal th Telephone Company for"upprQle of the

. %transfer of 100 percent of ocuistanding common stock of C~Tgg -
Corporation, parent company of applicant, fo an affiliated interest.

“John M Qucin, Bsquire
Kemneth Zielonis, Esquire
Pucker Arensberg, P.C.
Suite 403 -« 116 Pine Street
Harrisburg, Pennsylvania 17101

Raymond B. Ostroski, General Counsel | TERI.
Commonwedl th Telephone Company o
46 Public Square ’

P.0. Box 3000

? w&lkes~2urre, Pennsy1Vina 18703-3000

\,  wGentlemen~~

R Recézp% is ucknowledgea of the original and two copies

' df %hé application of Commonwealth Telephone Company which has been
 captioned and docketed to the above number, Receipt is also acknowledged
of Tucker Arensbergts check Nog 3166«1n the amount of $350.00 for the
reqymre&‘fmllng'fee.

- You are &1recied upon.recempt of this letter to publish
the enclosed notice once during each of the weeks of ﬁoy-18~and 25,
1992, in o newspaper or newspapers having a general cizeulation in
the cred(s) involved, and file proof of publication with the Commission
on or before June 8, 1992,

The matter~wmll receive the attention of the Commission
and you will be advised of any further necesscry procedure. ’

Very truly yours,

) for JDI{N.G‘ AIJPORD
Secratary

9 .
/,?'

Enclosure o ’ o R

= i?’f’&?f?‘é; s@w
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PENNSYLVANIA PUBLIC UTILITY COMMISSION

NOTICE TO BE PUBLISHED

Notice is hereby giveh.thnt’oppliccxion has been’mdde
Yo the Pennsylvania Public Utility Commission, under the provisions
of the Public Ufiiiﬁy:Code,’by Commonwedlth Telephone Compcny'fof
approval of the transfer of 100 percent of outstanding common stock
of‘C~TEC Corporation, parent compcnyvof~qpplicdnt, to an affiliated
interest. (A-310800F5000)
| Notice is hereby~disc given that this’applicutidnwmqy »

be considered by the Commission without a hearing. Protests or

‘petitions~io intexvene may, however, be filed with the Public Utility

Commission, Harrisburg, with copy thereof served upon applicant on

or before June 8, 1992, pursuunt to Title 52 of therPénnSylvan;alCode.

COMMONVEALTH TELEPHONE COMPANY

Counsel for applicant:

John M, Quain, Esquire
Kerineth Zielonis, Esquire
Tucker Arensberg, P.C,

Suite 403 ~ 116 Pine Street
Harzisburg, Pennsylvania 17101

Raymond B, Ostroski, Gerieral Counsel
Commonwealth Telephone Conpany

46 Public Square

P.0. Box 3000 o
Wilkes-Barre, Pennsylvania 18703-3000
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“Ther addréssee nafied hereunder has pald Pennsylvanla Publlc Utility Gommlssron for the following bill, sub}ecf to ﬂnal caneczlon of chietk or maney order.
iéndereé for such payment, - o . ) .

. gomw M QuAIN
. TUCKER ARENSEERG
116 PINE STREET -

et %cmm  cn 145592 &

MAY 12 135z

1 te appiicatian of c::mmonwealth 'x‘elsphone o o ‘«;m« :
h~31ﬂ300; angacuavd#cﬂnnisu#d-'*lwt%nvvu b$350000 . R }m'f*\;;% ’ '5-‘;.;\;!’9.; “ ‘nj k
’ ’ , - Hafors stion @airm Bivisien

Lo o Hévénixmncaunr
ek “316’&@1%83- 0.0 re
ity sceownt . 30324

For Dgpartment of Bévenue' )
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John M. Quain { (717) 2382900

May 18, 1992

Janet Patrick ' sz O 1992‘
- PA Public Utility Commission
North Office Building

‘Room B=20

Harrisburg, PA 17120

Re: Application for Approval to Transfer 100% of
the Outstandln _Common Stock of Commonwealth
iy h 14 Co

Parent Company of Applicant to an Afflllated Interest

Dear Janét¥ o /;} ;f,f'};gfﬁ ?5’"&10

This letter will confirm our telephone conversation on the
morning of May 18, 1992, regarding the publication of a Notice in
- the above captloned matter. As we discussed,; your letter to me
dated May 7, 1992 requesting that the Notice be published during

- the weeks of May 18 and May 25, contained an error in the caption.

‘After discussions with Douy Bebe in the Commission’s
Securities Section, it was decided that I should contact you
regarding whether we should refrain from the scheduled publlcatlon
until a- correctnd Notlce is sent.

You and I agreed that my client, Commonwealth Telephone
;Company : ‘Should dlsregard the current Notlce and await a corrected
version before publishing the same 1n local newspapers of general
cn.rculatlon.

Please note that the captlon set forth above, is the correct
descrlptlon of the transaction. I have not identified the docket
number listed on your letter to avoid confu51on. However, the
docket number on your correspondence to me is 11.sted as A~
3108001“5000. / f '

Please cortact me should you have any questions concerm.ng
this matter.

f éfre ly ¥

IR ARENSBERG, P.C.

"JOH M

« QUAIN

dMQ:idas
ctec. patrmkl ltr

et D Be'be'
7 As Levandosky

HARRISBURG OFFICE 116 PINE STREET HARRISBURG, PENNSYLVANIA 17101 717:236-2000 FACSIMILE 717:208-2647

‘!;2(10 Ptiisburgh National Bullding - Piltsburgh, 'F‘enrisylva(ﬁa 15222 4125661212
Airport Professional Office Center- 1150 Thorn Run Road Extensior: - Coraopolis, Pennsylvania 15108 - 412.262:3730




ﬁ COEVONWEALTH OF PENNSYLVASRA
PENNSYCVANIA PUBLIC UTILITY COM ESION
P. 0. BOX 3265, HARRISBURG, Pa. 17120

May 21, 1992 .
IN. REPLY PLEASE
- REFER TO OUR FILE

~ A-310800F5000
JOHN M QUAIN ESQUIRE
TUCKER ARENSBERG EG ; - B 5
116 PINE STREET | | R
HARRISBURG PA 17101 i o %,

Application for approval to transfer 100% of the outstanding common stock
of Commonwealth Telephone Company held by CTEC Corporation, parent company
of applicant, to an affiliated interest.

Dear Mr Quain.

Receipt is acknowledged of your letter dated May 18 1992 adv1sing
ycf the caption correction the above entitled application.

: You are directed upoareceipt of this 1etter to publish the
enclosed notice once during each of the weeks of June 1 and 8, 1992, in
a newspaper(s) having a general circulation im the area(s) involved and
file proof of publication with the Commission on or before June 22, 1992,

The matter will receive the attention of the CommiSSian,
and you will be advised of any further necessary procedure.

Very truly yours,

. ; for John G. Alford | Ui
, Secretary 3
Enclosure : i ﬁ?ﬁ‘g? ﬁ éﬁf‘?d
JEP | o »




PENNSYLVANIA PUBLIC UTILITY COMMISSION

CORRECTED NOTICE TO BE PUBLISHED

Notice is hereby given that an application has been made

to the Penusylvania Public Utility Commigsion, uander the provisions of

the -Public Utility Code, by Commonwealth Teléphone Company for approval
to traﬁsfet 1007% of the outstanding‘common stock of‘Comﬁonwealth Telephoﬁe
Company held by GIEC’Corporation, parent company of applicant, to an
affiliated interest. (A-310800F5000)

Notice is hereby also given that this application may be

considered by the Commission without a heariug. Protests or petitions

- to intervene may, however, be filed with the Public Utility Commission,,

Harrisburg, with copy served upon applicant om or before Jume 22, 1992,

- pursuant to Title 52 of the Pennsylvania Code.

COMMONWEALTH TELEPHONE COMPANY

‘Gounsel for the applicant:

John M. Quain, Esquire
Tucker Arensberg, P.C.
116 Pine Street
Harrisburg Pa. 17101




TUCKER , "0 : I. o Q
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June 2, 1992 ﬁ a{» Eg%*:;:
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Pa. Public Utility Commission :
P.O. Box 3265 ' SECRETARYYS BURTAY
HarrISburg, PA 17105 3265 57 CErad 1,‘_“1‘! l"’zv’iﬂg H;ggnsbn

RE: APPLICATION OF COMMONWEALTH TELEPHONE COMPANY
w FOR APPROVAL TO TRANSFER STOCK

bear mr. Beebe: A 10820 Fooo0

: I am prov:.dmg you with responses to certain 1nformat:.on:_'
j\x’equests regarding the Application of Commonwealth Telephone -
2 Company ( “CTCO") for approval to transfer stock from CTEC. : :

R CTEC is transferring only CTCO common - stock to
‘Commonwealth Telephone Properties, Inc. ("CTPI") because
~ such siock represents the vast majority of CTEC’s equity

in CTCO. CTEC’s transfer of CTCO stock represents an
equity contribution by CTEC which is accomplished by the
- mechanism of a stock transfer. CTEC’s (and now CTPI'&)~
equity interest, represented by CTCO common stock, is 1.2
-~ million shares w1th a poox value of $88 mllllon..
2. Attached as A"ppendix’; A is the 1991 CTEC Shareholder
‘ Report.

3. You further requested diagrams showing the CTEC corporate
structure before and after the proposed reorganization.
Attached as Appendix B~1 is CTEC’s scorporate structure
prior to reorganization. Appendix sz illustrates CTEC’s
corporate structure after the reorganlzat:_on.

You further requested a 11st of corporate entities
& @ C prov:.dlng services to. CTCO prior to and after the
Kﬁ?ﬁ 9 * reorganization. Prior to reorganization, all services to

~ f CTCO were provided by CTEC, the parent company.

o JUN l 0 QZ ; Follow:.ng the reorganization, this function is assumed by

) two newly created subsidiaries: (i) CTEC Financial
Services; In¢. ("CFSI"), a Delaware corporatlcn, whose
role will be +to handle 1nter—company financial
o transact;.ons and (ii) CTEC Services, Inc. which will

’ = W’" ““handle all other services prevxously provided by the

?Q Lg!\ parent company, including administrative, legal,

HARRISBURG OFFICE 116 PINE STREET HARR'SBURG PENNSYLVANIA 17101 717- 238 -2900 FACSKMILE 717-238-2647

1204 Pittsburghy National Building - Pitisburgh, Pennsylvama 15222 412.566-1212
Ae:pcrt Protestionat Office (kmte{ 1150 Thorm Bun Road Extension Coraogchs, Perinsylvania 15108 -412: 262-3739
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accounting, information processing and other related

activities. CTCO also, by this response, assures the

Staff that it is examining the need to file amended
affiliated interest agreements or new affiliated interest

~agreements. CTCO will undertake to make all such

required filings in the near future.

I hope this information is helpful to you in reviewing CTCO’
Application. If you ‘have any further questions, please do not
hesitate to contact me. :

JPMstth

Sin'cerely,' ,
TUCKER ARENSBERG B. C.

ohn M. Quain

mise\beebe. ttr

¢c:  John Filipowicz
' Audrey ILevandosky
~Jani Tuzinski
J. Alford, Secretary
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'O OUR .
- SHAREHOLD

On January 8, 1992, the tenth anni-
versary of AT&T's divestiture an-
nouncement was recognized. In the
decade since that historic event,
telephony, the most significant com-
ponent of the telecommunications
industry, has prospered and the con-
sumer has benefitted substantially

from that prosperity. Contrary to con-
- cerns that prevailed prior to the act,

divestiture has been good for the coun-
try, the telecommunications industry,
the consumer and C-TEC’s sharehold-
ers, whonow own diverse businesses
that are separate and dis-
tinct from the telephone

Toward this goal of building share-
holder value, we made substantial
progress in 1991. We accelerated the
modernization of our telephone net-
work and ended 1991 with more than
90 percent digital central offices; we
expanded cellular marketsinto rural
areas of Jowa and Pennsylvania and
passed the 200,000 mark in cable tel-
evision subscribers through internal
growth and continiued acquisition; we
exceeded expectations with the num-
ber of customers who selected our
long-distance company; and we

ERS . . :

through the formative years of our
significant growth plan. Atyear-end,
total debt increased to more than $437
million. This sum provided funding for
acquisitions and the capital expendi-
tures necessary to improve the infra-
structure of our business. For the first
time, C-TEC’s debt was determined to
be “investment grade” by a national
rating agency. This positive rankirg led
to completion of a $100 million pri-
vate placement of long-term debtin
December of 1991. By finding access to
reasonably priced long-term financing,
C-TEC will continue to

1 , , e . ‘ vigorously pursue the plan to
heritage that created the C-TEC COIPOr ation will be a create shareholder value.
Company. Further, CTEC'S o1t b mper 1 tolprr SN SN C-TEC s a cash flow driven
business mix is designed to 8ro with Onented telecommuntcatIO@ company. We believe that op-
foster the dgzlefrsity andbat-  company pursuing the creation'of - - *{rﬁmtll’lg;cas;”giﬂowg?rth@@%mﬁs )
ance essental for a growing : o L Y tion that will enable us to build
telecommunicationscom-  Shareholder value through the initia-  vawe, the engine that will
ga;flgﬁ ;hg éiz(:;fgﬁg tives of a motivated and committed ﬁ;‘;fe‘xﬁ‘; J&‘&i ;e;f‘ﬂfé"g‘r";:m
business operationsinmo-  work f()rgepmvfding‘qmlﬁy Services  and acquisition strategy in-
bile communications, cable ‘ : . ‘ 29 volved the termination of

televisionand telephone ~ @nd products to its customers. dividends in 1989, Itis highly
{bath asa local exchange

and an interexchange car-
tier). We proudly refer to
these as our core businesses.

The uniqueness of C-TEC results
from the application of a consistent
strategy to create fong-term share-
holder value. This strategy requires
perseverance and commitment. British
Primie Minister Benjamin Disraeli orice
* said, “The secret of success is con-
‘stancy to purpose.” Building upon
nearly a century-old heritage in tele-
communications, C-TEC established
a corporate vision, defining precisely
the business, products and riost impor-
tantly, the purpose for whick: more than
- 1,400 men and women and approxi-
mately $500 million in capital and debt
are organized together. We have con-

tinuously enunciated our strategy—to
- ‘create sharehiolder value=which has
guided past and present and will con-
tinue to direct, future operations.

~G-TEC Corporation’s Vision Statement

achieved a significant turnaround and
improvement it the communications
services business. We also entered into
full partnership with Reuben H.
Donnelley Corporation, a subsidiary
of the Dun & Bradstreet Corporation,
to publish Yellow Pages directories
in certain Pennsylvania markets. As
mentioned in last year’s report, C-TEC
completed the sale of its former in-
formation services division in Jannary,
1991. This transaction resulted in a
gain of $7,023,000, which is reflected in
our 1991 financial statements.

From the moment that C-TEC de-
termined it would be a strong,
growth-oriented company, there was
recognition that earnings would suf-
fer, and as anticipated, operating
results have been affected since 1989,

- This loss trend will likely continue

uniikely that dividends will be
resumed until there has been
substantial debt reduction and
a constant stream of operating cash
flow sufficient to provide growth and
maintain-our large, modern plant.

Last vear’s results were adversely
affected by the recently adopted
Pénnsylvania business taxes, which
claimed more than $2,900,000 from
C-TEC resources. With increasesin
thie state’s Corporate Net Income, Util-
ity Gross Receipts and Capital Stock
taxes, these legislative changes have
had a profound impact on the man-
agement of our business and will retard
capital formation and employment.
Consequently, we will seek every oc
casion to support restoration of an
equitdble balatice to the fiscal and po-
litical equation which is now so very-
regressive.

With almost a 20 percent stock own-
ership in Mercom, Inc.,a Michigan-




‘based cable television company, we
became concerned aboutour invest-
ment duting 1991 due to the compa-
ny’s deteriorating financial condition.
Consequently, it was determined that
achange in Mercom’s management
and directors would be in the best in-
terests of all shareholders, and in Oc-

" tober, C-TEC initiated a proxy
solicitation, which successfully con-
cluded in December. As a result, ten

new board members were elected, a
new slate of officers proposed by
C-TEC was approved, and an interim

management arrangement was estab- |

lished with G-TEC Cable Systerns, Inc.
All of thiese changes are in the long-

term best interests of C-TEC and

*=rcom shareholders.
= yetéran directors retired dur-

" ing 1 ~+1,Edward H. Owlett served

for 38 ygars and Willard S. Boothby
for 30. Their long and devoted records

of service have earned our applause

and desp affection. The Company was

- fortunate to attract Donald G.

Reinhard to our board. Mr. Reinbard

- bisings many yeats of éxecutive-expe-

rierice in telecommunications and a

_commitment to our core businesses.

C-TEC's employees continue to per-
form st heightened levels. During 1991,
we iricreased revenues, cpesating cash

-»5 and service standards. Manage-

- addressed the growing complex-
». .. operating business in regulated
environments; and we pursued acqui-
sitions and completed the disposition
of the information services division.

‘Most importantly, we accomplished

these tasks with fewer people. This

“achievement is a compliment to the

corapetence of all C-TEC employees.

 Alour 1991 endeavors, together
with a solid operational performance:-

based on iricreased revenués and

- efficiencies, have strengthened not

only C-TEC's immediate position, but
also the prospect of future profitabil-

ity We successfully turned recessionary |

challenges and economic restrictions
into opportunities for creativity and

 resourcefulness, and reaffirmed our

commitment to creating long-term

- value as defined in our corporate

vision.

Closing out 1991 with more than -
207.000 subscribers, a 5 percent -
increase, C-TEC Cable Systems
achieved a solid performance this past

yeur. Impressive resuits include a 19

percent rise in revenues, which totalled
$76,128,000, while operating income -
before depreciation and amortization

improved by more than 20 percent to

$29,892,000.

This success was due to continued
strong demand for basic cable tefevi-
sion, a stabilizing premium segment
and high growth in advertising sales
and pay-per-view. Continual attention
t0 expense control improved operat-
ing margins. :

Capital expenditures of $11,159,000
were directed at extensions to new
housing developments, construction of
newly awarded franchis: ; and overall
plant upgrades and ir*- -owvements.

~ CTEC isdirecting a larve portion of

its capital reinvestmet: toward

- expanding channel capacity, improv-

ing picture quality and positioning the
company’s network for emerging
opportunities.

In an industry beset with customer
dissatisfaction, C-TEC Cable lias won

g

‘ABLE . . .

S wi’-"‘ e

favor and loyalty among its s
through innovative progra ~ ngand
<ervices. Aspartofitscur  er-
focused marketing,thec  any
{aunched a speciaf “Cable -
age,” offering amix of pr. - smand
basic programming atre- .ed pric-

ing. Pay-per-view select 3, designed

to accommodate indiv: aal viewing
preferences, were expanded, provids
ing an-even greater array of movies
and events. Moreover, through the in-

stallation of today’s most sophisticated

equipment, pay-per-view services be-
came fully automated, reducing in-
coming phone traffic, improving
efficiency and correspondingly in-
creasing sales. D
One of the challenges facing the

‘company as well as the industry is the -

continually rising cost of program-

‘ming. With multi-million dollay
athietic contrzets becomingwomment

place, licensing fees for sports net-
works have become uncontrollable.

- As the rates for other programming
networks follow suit dug 1o expanded

24-hour broadcasting, it is increasingly
difficult to negotiate favorable pric-

ing. We will continue to seek every

When d.Geafge Bush an honorary degres from an 'Iwb‘eégua university, C-TEC

ona of the many services offered by C-TEC Cable. -

Cable Systems was there. Sophisticated and comprehensive remote production capabilities are but
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~ tinctfrom the telephone

~foster the diversity and bal-

 pany of the 1990's. C-TEC

Joour
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SHAREHOLDERS . . .

On January 8, 1992, the tenth anni-
versary of AT & T's divestiture an-
notincement was recognized. In the
deeade since that historic event,
telephony, the most significant com-
penentof the telecommunications
industry, has prospered and the con-
sumer has benefitted substantially
from that prosperity. Contrary to con-

cerns that prevailed prior to the act,

divestiture has been good for the coun-
2ry, the telecommunications industry,
the consumerand C-TEC’s sharehold-

- ers. who now own diverse businesses

that are separate and dis-

heritage that created the
Cormpany. Furthet, CTECs
business mix is designed to

ance esséntial for a growing
telecommunications com-

is among the very few with
business operations in mo-
bile communications; cable
television and telephone
(both as alocal excharnge
and an interexchange car-
rier). We proudly refer to
these as our core businesses.
The uniqueness of C-TEC results
from the application of a consistent
strategy to create long-terin share-
holder value. This stratégy requires
perseveranice and commitment. British

- Prime Minister Benjamin Disraeli once

said, “The secret of success is con-
stancy to purpose. Building upon
nearly a century-old heritage in tele-
communications, C-TEC established
a corporate vision, defining precisely

- the business, products and most impor-

tantly, the purpose for which more than
1,400 men and women and approxi-

mately $500 million in capital and debt
are organized together. We have con-
tinuously enunciated our strategy—~to
‘create shareholder value—which has
guided past and present and will con-

tinue to direct, future operations.

Toward this goal of building share-
holder value, we made substantial
progress in 1991. We accelerated the
modermization of our telephone net-
work and ended 1991 with more than
90 percent digital central offices; we
expanded cellular markets into rural
areas of Iowa and Pennsylvania and
passed the 200,000 mark in cable tel-
evision subscribers through internal
growth and continued acquisition; we
exceeded expectations with the num-
ber of customers who selected our
long-distance company; and we

“C-TEC Corporation will be a
growth-oriented telecommunications
company pursuing the creation'of -
shareholder value through the initia-
tives of a motivated and committed
work force providing quality servzces
and products to its customers.”’
-G-TEG Corporation's Vision Statement

achieved a significant tumaround and
improvement in the communications
services business. We also entered into
full partnership with Reuben H.
Donnelley Corporation, a subsidiary
of the Dun & Bradstreet Corporation,
to publish Yellow Pages directories

in certain Pennsylvania markets. As

mentioned in lastyear’s report, C-TEC
coinpleted the sale of its former in-
formation services division in January,
1991. This transaction resulted in a
gain of $7,023,000, which is reflected in
our 1991 financial statements.

From the moment that C-TEC de-
termined it would be a strong, .
growth-oriented company, there was
recognition that earnings would suf-
fer, and as anticipated, operating
results have been affected since 1989,
This loss trend will likely continue

through the formative years of our
significant growth plan. At year-end,
total debt increased to more than $437
millioni. This sum provided funding for
acquisitions and the capital expendi-
tures necessary to improve the infra-
structure of our business. For the first
time, C-TEC'’s debt was determined to
be “investment grade” by a national
rating agency. This positive ranking led
to ¢ompletion of a $100 million pri-
vate placement of long-term debt in
December of 1991. By finding access to
reasonably priced long-term financing,
C-TEC will continue to
vigorously pursue the plan to
create shareholder value,
C-TEC s a cash flow driven
company. We believe that op-

tion that will enable us to build
value, the engine that will
drive our long-term growth.

and acquisition strategy in-
volved the termination of
dividends in 1989. It is highly
unlikely that dividends will be
resumed until there has been
suibstantial debt reductionand
a constant stream of operating cash
flow suificient to provide growth and
maintain our large, modern plant.

Last year’s results were adversely
affected by the recently adopted
Peninsylvania business taxes, which
claimed more thau $2,900,000 from
C-TEC resources. With increases in
the state’s Corporate Net Income, Util-
ity Gross Receipts and Capital Stock
taxes, these legislative changes have
had a profound impact on the man-
agement of our business and will retazd
capital formation and employment.
Consequently, we will seek every oc-
casion to support restoration of an
equitable balance to the fiscal and po-
litical equat:on which is ROW SO very
regressive.

With almost a 20 percent stock own-
ership in Mercon, Ing., a Michigan-

.. eratingcash flow-isthe, fonndd- .

Implementation of this growth




based cable television company, we

- becanie concerned aboutour invest-

“ment during 1991 due to the compa-
ny's deteriorating financial condition.

Consequently, it was determined that

a change in Mercom’s management

“and directors would be in the best in-

terests of all shareholders, and in Oc-

tober, C-TEC initiated a proxy

- solicitation, which successfully con-

- cluded in December. As d result, ten

new board members were elected, a
- new slate of officers proposed by
C“TEC was approved, and an interim

management arrangement was estab- |

lished witht C-TECCable Systems, Inc.
All of these changes are in the long-
term best interests of CG-TEC and
*2rcom shareholders.
~veteran directors retired dur-

‘ :xig;x.?*fi.Edward H.Owlettserved

for 38 years and Willard S. Boothby
for 30. Their Jong and devoted records
of service have earned our applause
and deep affection. The Company was
fortunate to attract Donald G.

~ Reinhard to our board. Mr. Reinhard

g ur:ngs mm'v vears of éxecutive-expe-
tience in telecommunlcatxons and a
- ¢commitment to our core businesses.
C-TEC's employees continue to per-
form at heightened fevels. During 1991,
we increased revenues, cperating cash
- -»5 and service standards. Manage-

- uddressed the growing complex-

s . operating business in regulated
enivironments; and we pursued acqui-
sitionis and compieted the disposition
of the information services division.
Most importantly, we accomplished
these tasks with fewer people. This
achievement is a compliment to the

L competence of ali C-TEC employees.

Ali our 1991 éndeavors, together
with a solid operational performance
based on increased revenues and
efficiencies, have strengthened not

only C-TEC’s immediate position, but | |

also the prospect of future profitabil-

- ity: We successfully turned recessionary
challehges and econcmic restrictions
into opportunities for creativity and
resourcefulness, and reaffitmed our
commitment to créating fong-term
value as defined in our corporate

- visioR. -

- its capital reinvestmet: roward
expanding channel capacity, improy-

Closing out 1991 with more than -
207,600 subscribers, a § percent
increase, C-TEC Cable Systems
achieved a solid performance this past
year. Impressive results include a 19

percent rise in revenues, which totalled

$76.,128,000, while operating income

before depreciation and amortization
improved by more than 20 percentto
$29,892,000.

This success was due to continued
- strong demand for basic cable televi-

sion, a stabilizing premium segment

and high growth in advertising sales

and pay-per-view. Continual attention
to expense control improved operat-
ing margins.

Capital eXpendxmm of $11,159,000
were directed at extensions to new .
housing developments, construction of
newly awarded franchis: ; and overail
plantupgrades and irr :ovements.
C-TEC isdirecting a lurce portion of

ing pxcture quality and posmomng the
compary’s network for emergmg
opportunities.

In an industry beset with customer

dissatisfaction, C-TEC Cable has won

When Pres:dent George Busn recerved an honorary degme from an ivy League universi

one of the many semces offered by C-1EG Cable.

ABLE .

favor and 1oyalty among m 5

through innovative progra  ngand
services. Aspartofitscu:  er
focused marketing,thec  any
launched a special “Cable & “ack:
age,” offeringamixof pr. am and
basic programming atre:  .ed pric-

ing. Pay-per-view select: s, designed

to dccommodate. indiv: ual viewing
preferences,were expanded, pmvxd~

ing an even greater array of movies

and events, Moreover, through the in-
stallation of today's most sophlsucatcd

equipment, pay-per-view services be- )

came fully automated, reducing in-
coming phone traffic, i 1mprovmg

effxcxent:y and. cortesg;ondmgly i+
-creasing sales.

One of the challenges facing the

company as well as the industry isthe

continuaily rising cost of program-
ming, With multi-million dollar

athletic £ontract; bECOMINE COMMON- - -
- place, licensing fees for sports net-

works have become uncontrollable.

As the rates for other programming ‘
networks follow suit due to expanded

-nour broadcasting, it is increasinely

difficult to negotiate favorable pric~

ing. We will continue ta seek.every

iy, CJEC

Cable Systems was there. Sophisticated and comprehensive remote pmductran capabiiities are but :

-erbers
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opportunity to secure quality services
at reasonable rates so-that ourcus-
tomers can enjoy the diversity of
- competitively priced. superior pro-
gramming and family entertaiiment.
Recently, much media attention has
been given to negative public opinion
concerning cable television, partly due
to the problem of high-priced program-
ming, As aresult, there have been
renewed attempts to re-regulate the
 cable industry. Although these efforts
were unsuccessful in 1991, we are con-
- gerned that the public has not been
- fully apprised of the restrictive rami-
fications of regulation—~reduced avail-
ability of services in remote areas,
limited programming selections. and
- decreased technotogy. to name a few.
While C-TEC Cable Systems maintains
strong customer loyalty and satisfac-
tion. we will continue to challernge anti-
- cable legislation for the mutual benefit
of the industry as well as our
customers.

Looking toward future opportuni-
ties and issues, this past year the com-
pany reorganized and redefined staff
structure and activities in both the east
and west divisions. C-TEC Cable was
stengthened by the mid-year appoint-
ment of Michael J. Mahoney as exec-
utive vice president. The company’s .

‘management team was further en-

hanced with the appointment of Robin
R. Troop as vice president and gen~
eral manager of Michigan opéerations.

Finally, C-TEC Cable Systems
entered into a management agreement
with Mercom. Inc.. the Michigan-
based cable television company.
C-TEC's goal is to reverse Mercom's
decline and rebuild shareholder value.
Most significant in the months ahead
is the need to secure adequate long~
term financing to allow Mercom to
provide quality program offerings and
setvices as well as to satisfy Mercom’s
suppliers and lenders.

DR AR

From the beachresorts i -
Grand Ha.Ven to the ski
Jodges riear Traverse Cily,

- C-TEC Cable Systems
provides basic. premium
and pay-per-view services
to more than 130,000
customers throughout
‘Michigan. Overall, the
company serves more than
207,000 subscribers in
four states and 15 one of
the top 50 multlplev system

operators in the U.S.

C-TEC Cable Systems
3-Year Comparative Growth
{thousands of dollars except subsariber numbers)
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" Celllar Plus and Paging Plus faqumﬂy make mlable equ/pment and sewvices norwmﬁt orgamzabons
who appilaud the technology not only for convenience factors but also for emergency and safety reasons.

ForCellular Plus, 1991 has been
the year of the Ruraf Service Area
(RSA). We built and activated seven
RSA markets, three in Pennsylvania
and four in Iowa. Clustered around
already operationai Cellular Plus ter-
ritories, these new regions Tepresent
.~ acovered population increase of

* " greater than 635,000, a 42 percent gain.
as well as an addition of 14,325 miles.
- morg than triple the mxleage of the
prior year.
" With a6-fold increase in popula~
tion covered and nearly a 21-fold -

increase in territory, the fowa service

- ayeas realized the most substantial
growth. When completed, the Cellu-
lar Plus Iowa Regional SuperSystém
will cover almost one quarter of the
state’s landmass and population. tying

together 24 counties. By year-end 1992,

~our customers will be able to enjoy
approximately 13.000 miles of home

rate calling area. including nearly 90

miles of Iirterstate 80, an important
roaming ¢orridor. As of December
1991, more than 70 percent of thts

- system was constructed. :
In Pennsylvania, the newly built and

activated systems were incorporated

into our existing operations in North- -
 east Pennsylvania and Centre County.

Throughicooperative partnership
agreements, Wayne, Pike and Wyo-~

- ming counties joincd our Northeast
Pennsylvania service ared, adding
" 1,680 square miles including another

significant roaming corridor, Interstate
84, from the New York state border -
to the Wilkes-Barre/Scranton region.
The activation of these RSAs also
resulted in 2 covered population in-
crease of almost 96,000, "

To our Centre County operations

~we added Clinton County, which in-
_creased that system's territory covered

‘ by 45 percent and the populatmn cov-
. ered by 30 percent.

Overall, despite the recessxon, the :

_customer base of Cellular Plus grew

by 27 percent across alt markets.

Key to' provxdmg acomprehensive
‘communications package, ourpaging

ang telephone answering businesses
also experienced substantial change

- in 1991. Purchased aspart of the
Mobilfone acquisition in 1950, the
'Telephome Answering Exchange

upgraded its termmal eqmpment{

 When completed the
_Cellular Plus Iowa
Regional SuperSystem

will cover almost one
guarter of the state’s

 landmass and popula-

tion, tying together 24

‘counties.

relocated 16 the same fac:luy a8 Paa»

ing Plus and Cellular Plus and changed
its name to “AnyMessage” The newly -

installed state-of-the-art system com-
pletes our integrated miessage manage-

_ment approach. Asaresultof the
notable achievements and con51dera~ :

ble invesunents in 1991, our customers
cantiow expenence the benefitsofa -

flexible, user-sensitive total mobile

‘communications package i in celiular.
paging, telephone answenng and voxce 2

message SEWICGS.

"

i e




Proving that cellulat:is the
technology of chofce when
yau need to-quickly send
or receive information,
Cellular Plus customeré in
Jowa have found unique
applications for our
Services, ranging from
confirming the day's corn
prices fo-calling for
emergency help from the

tields.
]

C-TEC’s Mobile Services
3<YearComparative Growth
(thousands of dollars} :

E
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Key elementsof Commonweaith
“Telephone Company’s primary goal in-
 clude continual improvement, a com-

. mitment to excellence and the
 provision of quality customer service.
No mere thetoric, these concepts
translated into actions recognized by
the Pennsylvania Public Utility Com-
 nission, which, for the second con:
secutive year, ranked Commonwealth
the number one telephone utility in
 the state as measured by a variety of
~ customer satistaction and performance
 criteria. While this recognition was for
1990, this past year Commonwealth
further improved in all of the same

~ performance factors.

~ To achieve this statewide distinc-

- tionrequired the dedicated effortsof
all 635 employees working toward to-

tal .cas‘tomersarvice.‘During the year;
a recotd $44.5 million wasinvested ini
network modernization and service

~ improvements. Twelve central office

replacements were completed, rais-
ing the company’s digital service de-
. velopment to 91 percent. More than
132 miles of fiber optic cable were .
* added, bringing total mileage to 660.
Following the successful debut of a
Distance Learning Field Trial with
Penn State University/Wilkes-Barre
~ Campus, we are exploring other ap-
 plications for this exciting new tech-
nology. The imitial project involved the
' traismission of campus classroom in-
 steuction from Lehman, Pennsylvania
to Towanda, Pennsylvania, using
interactive full-motion videocon
‘ferencing via 76 miles of fiber optic
cable.
Several other significant 1991

achievements focused on improve-

' ment, quality and excellenice. We sub-
stantially expanded the availability of
_ our PASSKEY Centrex Services for
our business customers, providing an
enhanced central office based alter--

native to stand-alone key or PBX tel- -

 ephone systems, We also initiated a
program to further mutual understand-
ing with our largest customers,
establishing regular meetings with sen-
jor employees to review theirneeds

¥ ELEPHONE == ﬂ 

and our capabilities. Internally, we in-
troduced Total Quality Management

training to more than 350 employees, -

netting over $250,000 in cost avoid-

ance, expense reduction and increased -

revenue in 1991. To date, over 80in-

 terdepartmental teams are working to '
 design new and improve existing
- processes throughout the company.

As already noted in the corporate
‘overview, these accomplishments '
occurred during a period of economic
recession to which Commonwealth

was not immune. Access line growth

remained stuggish throughout the year,
increasing 3.5 percent for atotal of -

196,622 lines by year-end. Toll calling

activity followed suit. Revenuesin- -
creased by 5.5 percent to $119,310,000,
total assets rose to $271,899,000, and
through a program of strong expense
control, operating inconie befors de-

In communkty arganizations:

As a company, Commonweaith TElephone i commited fo he communites it serves. As indhiduals,
our employees extand this pledge of service by participating in focal events and throught memn‘e;sth

 preciation and amortization was '

$56,266,000for 1991, :
Looking to long-term challenges, we. -
recognize that a greater portionof cur
cevenue sources will be exposed to *
competition, particularly as develop-
mental technologies gain customer ‘

 acceptance. At the same time, Penn-

sylvania tefephone companies arg.at
a disadvantage dueto the current

 regulatory framework. We are work-
 ing with a broad array of interest

groups in support of legislation to ex-
clude competitive services and

associated revenues from regulation

by the Pennsylvania Public Utllity

~ Commission. Moreover, we will assist

efforts and endorse legislation to pro-
mote the development of a universally

' available, state-of-the art, public

broadband telecommunications
networK.: L o

arsat




Business customers

have specialized
communications needs.
Commonwealth Telephione
provides a complele array
of services, including cable
installation for voice, data,
fiber and videotelecan-
ferencing, for major
corporations throughout

our operating territory.

C-TEC's Telephone Operations
3-Yéar Comparative Growth
{thausands of dollars)

44119.310
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o CommmWeaI Long DiSnc’e offers drh

 estdentialand business customers discount
rates 24 liours & day, seven days a week.

111991, Commonwealth Communications
__ sianificantly refined its product offering and

" tmarket niches, providing business systems and

" related services in Eastern Pennsyvania and -
- Wastern New Jersey and telecommunications

" products and senvices throughout the Northeast US.

‘Lona pisTanc

Commonwealth Long Distance
(CLD) surpassed all expectations for
1991, with revenues increasing over -

five times to more than $9 million and -

sub-carrier costs decreasing by 20 per-
cent. This start-up operation captured

" a63 percent market share during Con-

monwealth Telephone’s equal access
conversion program, with 27 of 78 ex-

- changes completed. The company

successfully competed against major
rivals AT&T, MCI, Sprint and local

* resellers, and now more than 50,000

satisfied customers use CLD each
month. This past year, CLD concen-
trated on marketing to business

ONS SERVICES. ..

_ Acquiring several multi-year, multi-

million dollar communications facilities
management contractsin 1991, Com-

monwealth Communications realized:

a31 percent gain in revenues. This

- was accomplished by securing con-

tracts for nearly 20 percent of all bids

. proposed. The average value of ac-

quired contracts increased by 33

percent, and the total value of all con--

tracts equalled more than §10.6 million,
with a total recurring revenue stream
of $4 million. =

.ooking Forward ...
C-TEC's corporate vi§i0n confirms that no progress can
be made nor success achieved without the contribu-
fions of a dedicated and motivated work force. Itis only
through the personal commitment of each C-TEC
employee that future profitability can be ensured. Recog- -
nizing the value of our human resources, in 191 we

customers outside the Commonwealth

“Telephone franchise area, and initi-
" ated new servicessuch asa calling .
card. 800 services, and operator serv-
ices for the equal access areas. We
issued more than 52,000 calling cards. -
prinarily throughout the franchised
Commonwealth Telephone territory.
An independent telemarketing func-
tion was also established to provide -
‘extramarketing muscle to CLD's pro-
gram, This organization furthersour
strategy of securing the Conmon-
wealth Telephone customer base while
achieving profitable contributions to .
overall growth. - EEE

' MajOrpi‘bjects’foéusédbn:carnﬁﬂsk '

and premise cabling systems, design
and implementation of ISDN and fiber

~ optic networks. The company con- &

 tinues to prnvide swiiching and

. distribution design and variousother - -

_engineering planning servicesto
educational, health care and large
business markets. Furthermore,
~ weinitiated a variety of staffing .
" approaches to effectively handle
projects involving diverse geographic

~ locations and technical requirements. e

ernize our infrastructure using new techrologiesin the
telephone business. In the highly competitive engineer--
ing marketplace, we will concentrate on contracts of the
caliber completed this past year, and inlong-distance
services, we will strive for increased market share and
geographiciexpansion. o :

developed and instituted a series of wellness programs
along with offering several health care and flexible
scheduling options to best meet individuai needs. Provid-
ing a comprehensive and competitive compensation pack-
age, management successfully negotiated numerous la-
bor contracts this past year. We will continue to adopt
policies and programs to better accommodate our chang-

- ing work force and business structure.

~ Within operations, we anticipate greater progress in

1992 toward our long-term goal of improving shareholder
-~ value, We will refine customer services atid innovatively

* market programming and advertising in cable; further
- develop regional supersystems within cellular; and mod-

" C-TEC’s achievements now and throughout its history
conclusively prove our commitment to improve share-
holder value is not mere rhetoric. Our record is the stand-

 ard for success identified by Disraeli: His view of
“‘constancy to purpose” has been and always will be at

our core. Tq this end, we look forward to continued
progress in the coming year. G
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C-TEC Corporation and Subsidiaries

_ Selected Financial Data

2 Feot theerars Ended D.ecémberfil', 1991 1990 1989* 1988+ » 19871‘"

[Thousands of Dollars Except Per Share Amounts]

Revenues and sales ~ $232818 5200383 S16LU05  $141444  S132007
{Lossy Incomcf:omcommumg ' ‘ e '
: opcranons o : o 8{19,415) $.{9594)  $ 5787 $ 17,709 § 16486 i
~ {Loss) Income per average ' ‘ ‘
commop share from ; o
continuing operations $ (Li8) 0§ (S®%  § 35 s 106 $ 100
wxdends*‘f:\eﬁﬁate” N AR s g T s - % 14 5 29 $ 28 T
‘froxai,a;cs_s,ets: ' 3596000 580425 5486850  $270013 - $28195
Long-term debt o $432482  $364970  $268290 5100383 5103437

* Operating results have been restated to reflect o disposition accounted for as.a dxscontmued operation.

+ Restated i reflect the 1989 stock split in the form of 4 dividend of iwo addmonal sham,s‘ for each share of Commont and Class B
Comman Stock

** Based on average shares of Common Stock and Class B Contmon Stock.

: ﬁ “The C-TEC 1991 Annuat Report “Financial Section” is printed on recycled paper.




S discor

‘comp. - netlossfrom continuing operations of $9.594,000

“-dequisitions ¢t

“Cormunications Services -

. Mmgseﬁt’s Discussion @&Analysis’
peratiens and Financial Condi

~Results ot

The following discussion and analysis should be read in

- conjunction with the Consolidated Financial Statements and

Notestheretor - '

- The Compay , ; :
. CTECCorporation (the Company) is a diversified -
*1elecommunications and high technology company, The
- Company is organized into five principal groups: Telephone,
<. Cable Television, Mobile Services, Communications Services

' and Long Distance Telephone Service. . :
o

-ueplidated Financial Resulis for the yeya,rs‘ ended
- Her 31,1991 and 1950 : L

% 415,000 o $1.18 peraverage commos share

“or$.58¢.  ragecommonsharein 1990, R
. Operatt:, - - Uisin 1991 were primarily impacted by the

Company'sy: . ~<ionof cellular operations through
: fyast teiy years, Accordingly, operating.
lossesin the Mow: i zvices Group increased by $9,839,000

. of which $5,927,000 (5.36 per average common share) is -
~ - primarily associated with the amortization of intangible assets

purchased and costs agsociated with the start-up of new
operations. ) ' ' ‘

- 1991 results were also adverssly impacted by increased
. interest expensc of $3,334,000 or $.20 peraverage common
- share, This increase is a result of additional borrowings
- mecessary to fund acquisitions, capital expendituresand
| pperations. : ST ‘ / ‘
In addition, as 2 result of C-TEC assuming operational control -
- of Mertom, Inc. in Décember 1991, the Company wasrequired
1o inake an accounting change in the recording of this
investment from the cost to the equity method. Accordingly,
this accounting change reduced 1991 results by $2,404,000
" or $.15 per average common shauz. ‘ ‘ ‘

" After inetuding the gain on disposal and the Josses for
isean. ‘ge%cperazions;‘»the Company recordedanetlossof - -

0 ami 59,945,000 in 1991 and 1990 respectively

- :pmpated tonet income of $4,460,000in 1989. -
" During 1991 the Company had opegating iicome after
" corpotate expenses but before depreciation and amortization
- of $89.738,000 compared 10 580,385,000 in 1990. Thefollowing

‘table reflects thisincrease applicable to each of the five

o pringipal operating segments: - :
- Segment

© Increase{Decrease) %
(Thousands of Dollars) '

 Telephons S () 09

Sable 35088 2051%
Com: $2216) . (5270)%
‘MobileServices .- $1318. 0 - 9414%

" LongDistance - . S 180 . 2426%
- 1n 1991, consolidated revenues and sales increased by
©.$32,435,000 or 16.19% over 1990, The following table reflects
. thig increase applicable to each of the five principal operating

scgments: - , ' _
Segment _Increase (Decrease) %

T - wany recorded anet loss from continuing operations

- December 31, 1990 and 1989

513,327,000 or $.81 per averag e. :
are primarily from the depreciation and amortizationrof asseis

- purchased and | tincurred on borrowings to finance the

“common share.-

’ ch‘mcnt; L

_Communications Services

e (Thousandsof Dollars)
Telephone

86206 5,49%
. Cable o s12203 0 19.09%
~ CommunicationsServices ~ $3384 . 3093%
© - Mobile Sexvices . §$3240 - 2043%
" LongDistance $ 7402 44590%
. Although the moderate rate of inflation continued in 1991
~ " ataslightly higher rate than 1990, historical inflation continues
1o have its adverse effects on the results of operations. Current -
 rate-making practices in the telephone industry effectively -
" fimit recovery of facilities to the historical cost of those facilities.

Telephone

*
3

on
However, obligations to holders of debt and preferred stock
are alsolimited to historical costs. As aresult, the impact of

infiation on the cost of tefephone facilities has been substantially

reduced by the effect of inflation on the Company's debt and

 preferred stock. The effect of inflation is borne by the
Company’s cormmon sharefiolders. - '

" See Note 10 (Income Taxes) of Notes Coxisp1idawd~‘

k -Financial;Sta;ememsrejgardmg;the,eﬁe‘ctonﬂxe*‘Companyof ‘

the Fiancial Accounting Standards Board's Statementon .
Accounting for Incsme Taxes, - - U S AN

“See Note B {Pensions and Empleyee Benefits) of Notesto

Consolidated Financial Statements regarding the effectson
the Company of the Financial Accounting Standards Board's

Statement on Accounting for Post-Retirement Benefitsother -

than Pensions. / B e
Consolidated Financial Resuits for the yearsended

_The Company recorded a net loss fror

$5,787,000 or $.35 peraverdge common share in 1989,
1990 consolidated results decreased from 1989 primaril

. due to the 1989 third quarter acquisition of cable p

the state of Michigan. The Company's 1990 results retle
months of this operation, and accordingly, the Company
recorded additional Tosses over 1989 of approximately -
sommon share. These losses -

acquisition, In addition, the usé of temporary cash investmenis

and borrowings to finance acquisitions and the operationsof .~
the Company has produced lower interest income and higher

interest expense. Accordingly, the use of these fundshas -
Ewcrca 1990 results by $2,376,000 or .14 peraverage common
1990 resuits were favorably affected by lower costs associated:
with CTEC's Stock Option and Stock Appreciatiop Righ

5 :
' Plan. These lower costs reduced 1990's net loss by $2,802,000

or $.17 pez average common share over 1989, In addition,

1990 results were favorably affected by the Telephone Group .
- recording lower depreciation expense based on acapital

recovery study performed in 1985. Accordingly, 1990 results
were favorably impacted by $1,716,000 or $.10 per average

During 1990 the Company had opcraﬁﬂg income after

' eorpqrate.cxpcnswbu;b:‘tomdgprcciaﬁonand/momuﬁon,',f
* of $30,385,000 compared to $64,987,000 in 1989, The following
table reflects this increase applicable to each of the five - -

principatoperating segments.
. Increase(Decrease)

%
(Thousandsof Doflars) .

- Telephone - U T s oM 3%

Cable ~ oslems o 7605%
$(2558) (15531%)
ST (44T%)
s 4y =

Mobile Services -
Long Distance

in 1990, consolidated revenues and sales incrngsed by

$39,378.000 or 24.46% over 1989, The following table reflects

' this increase applicable to each of the five principal operating

segments. - e
Segment = _Increase(Decrease) %

T (ThousandsofDollars)
s 220

Communications Services 33,104~ - 39.62%

© MobileServices . S 4287 6630%

‘Long Distanice o $16600 =

ompar from continuing operations
. 0f 59,594,000 in 1990 or $.58 per average common share, =~
. compared to netincome from continuing operationsof

: , 2 L205%
. Cable : o 428,057 8%




“position of the Information Services G and accordingly,
«operating results are showr separately e accompanying
Consolidated Statements of Opérations. The disposition of
the Information Services Group and the Company’s corporate
data processing function alfows the Company to réfocus
atterition on its core businésses. This disposition. which

- ¢losed in 1991, was recorded at an after tax gain of $7,023.000.

* Lignidity and Capital Resources

-~ Prior years' results have been restateﬁcﬂect the dis-

S 1991 - 19%0 1989
‘Investing Activities: {Thousands of Dollars)
L oAdditonstopropenty, v
plantand equipment - $55.050 - 5 69,657  $ 52.146
Acquisitions 20,606 51714 - 221350
: Total . $7565 8127371 5273496
Net cash provided by '

operating activities ~ $69.820  $ 52776  § 53010

Net cash previded by operating actvities represented 92.29%,
41.43% and 1%.38% of investing activities for capital
expenditures and acquisitions for 1991, 1990 and 1989,
respectively. The Company’s construction budget is estimated

-to be approximately $58.884,000 in 1992 as compared to
555,050,000, $69.657,000 and $52,146.000 incurred in 1991,
1990 and 1989, respectively. Asin priorvears. itis anticipated

- that fundsprovided by operations and long-term debt and

~shoreterm borrowings {note 4) will fund construction costs
and agquisitions, - S

o7 AtDecember 31, 1991 the Company had unused lines of
- credit totaling $14.500.000.

. AtDecember 31. 1991 the Company had ¢ash and temporary

o ca's}; ;g\(&ﬁtments of 549,636,000 as compared to $24,057.000
S 1990 - '

-In 1989 the Company instituted a policy which resulted in

the complete elimination of ¢ash dividends. The Company
‘dogsyiot intend to-alter this policy in the foresecable future.
The Company has noplans to issue additional equity.

Results of Operations .. v

Telephone Group: :

* ' Telephone operating revenues increased 36,206.000 {5.49%)
and $2.270,000 (2.05%) in the years 1991 and 1990, respectively.
These incréases are due primarily to increases inlocal service,

~toll and aceess charge revenues. The increase inlocal service
andtoll revenues reflects continued growth in subscribers and
higher toll message volumes. Access charge revenue bilied te
interexchange cartiers such as AT&T, also increased due 1o

* higher message volumes,

The Telephone Group continued to move forward with an
aggressive plant modeémization program which enables the
conipany to provide new and improved services, and at the
‘same tine, maintainalevel of profitability. .

Althiough the 5:4% overall growth in 1991 operating revenues

. is comparable with the annual growth experienced over the

. last tworyears, excluding depreciation and amortization, the

co:;ggalny experienced an 11.96% incredse in operating expenses
ln P 3

" Prior year increases in operating expenses have alsoexceeded

- increases inoperating revénies, The company expects to
- implement additional programs to increase productivity and

control costsin all areas of operations to help offset this
trend.

LRPRT peyeq

Asubstantial portion of this group’s operating revenues are

subject 16 a rate-making process preseribed by the Penrisylvania
Public Utility Commission (PUC). As a result, any significant

" increase in expenses without a corresponding increase in
revenues through approved rate hikes by the PUC could
adversely impact future results of operations.

Thn b gy g e

Cable Television , :

In the past two years oup has experienced significant
increases in operating t 1es anid operating income before
depreciation and amortization as reflected in the following
table: 1991 1990

Increase % Incredse S
~ (Thousands of Doltarst .
Operating reventies 12,203 19.09% 28,057 78.22%
Operatingincome P
before depreciation L L
and amortization 5,088 20.51% 10,715 76.05%

These increases are a direct result of internal growth. the
acquisition and constrisction of additional systems, rate in-
creases and operating efficiencies. The subscriber base grew
to approximately 207,000 at the end-of 1991 compared to
197,000 in 1990 and 175.000in 1989. o

This group incurred operating losses of $9,970.000,
$12.074.000 arid $2.208,000 in 1991, 1990 and 1989, respectively.
primarily from the depreciation and amortization of assets
purchiased through acquisitions. These non-casti charges will
continue to have an adverse impact on results for the forésee-
able futare. : ~ : S

The cormpany cannot presenitly detérming what effect. if
any, current legislation introduced in Congress may have on
future revenues and results of operations.

Mobile Services Group ; »
“Maobile Services operating revente has continued dramatic
growth with increases of $3.240.000 and $4.287.000 or 30.13%
and 68.30% in 1991 and 1990, respectively. These increases
are a direct result of the start-up of iew cellular operations
and dramatic growth in the number of customers this group
serves. Operating losses before depreciation and amortization
‘were $82,000,51.400.000 and $1,223,000 in 1991, 1990 and

1989, respectively. Operating losses were 813487000,

$3,648.000 and $4,494,000 in 1991. 1990 and 1989, respectively.
In 1989, §1.929,000 of the reported loss s attributable to the
write:down of cellutay switching and electronic equipment

which was replaced in 1990: The improved results in 1991 are-

a direct result of the continued growth in existing cellular
businesses.
Communications Services Group : - =
Operating revenues for this group increased $3.384.000 and
$3,104.000 or 30.93% and 39.61% in 1991 and 1990, respectively.
- Prior years® shift in the sales mix to lower margin projects.
because of market pressures 1o reduce selling ptices. continued
to have an adverse impact on-the results for this group in

1991. While significant progress was made during the yearto

secure projects with higher profic margins, the company had
to initiate cost reduction steps to help offset the effects of
certain Jower margin contracts. .

Operating losses in this group increased by $2:286.000in
1991 and $2,592,000:in 1990. Additional losses in 1991 are
primarily the result of significant losses incurred on a major -
telecommunications project and increased parent management
fees. , ~ c .

Results for this group in 1990 were adversely affected by
competitive pricing, cost overruns innew service offerings
and work force increases to meet anticipated revenue growth
and market demands. ; :

While the company’s future objective is to secure projects
with higher profit margins. matket conditions are expected
to playa significantrole, . S
Long Distarice
" The Long-Distarice Group, which began operations in mid
1990, generated operating revéntes of $9.062,000 and
$1.660,000 in 1991 and 1990. respectively. Operating losses
were $922.000 in 1991 compared to $742.000 in 1990. Operating
losses it both years reflect significant costs 1o introduce this
group into the marketplace and selling/marketing expenses to
acquire market share, -
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| COns‘oiida&dStatemeQaf Operations
: C-TEC Corpomtmn and Subsrdmnes ,

For the Years Ended December 31

- (Thousands of Dollars Except Pcr Shate Amouﬁts)

Reveriues and Sa!es

22818

200383

1989%

5161005

' Costsand Expenses

0221235

182457

139,202

 Openating Income

T893

T g6

2413

intérést mdbme
Interest expense ~
Other (1nc0me) expenses.net

1801

37472

(685

182
31889
1242

L

14632
T

/ (Lc-ss)lneome BeiorelncomeTﬁxeé B

)

N

: (Bencﬁ&) va:sxon for mcome taxes

{5800 _

T e

o, (Loss) Income Before Misiority Titterest and

Equity in Uneousolidaﬁed Entitles

(reen)

G0

4888

- Minority interest in loss of consohdated entities
Equity i in (loss) income of unconsolxdated enxmes

223

o

* - v, 1477 N
3

/76

~ {Los) Income from Gontinuiag Operations _

 Loss from discontinued operation,

net of income tax benefits

T an

75023

(9599

Cpm

umn

Gain on disposal, net of i mcome tax expense B
th {Loss) Income ' ‘

S(12.92)_

TS 4450

Eamings Per Average Cummnn Share
 {Loss) Income from continuing operations
Loss from discontinued operation

- Gainondisposal

§ (L8]
» s : 943

S 008

5 (s58) '

I T
L)
8=

Net (Loss) Income

5 (15

3 (60}

: Avarage Common Shares Outstmding

16.482,733

16473512

16,622,001

. "Resuned to rcﬂcct a disposition: accoumcd forasa dzsconunued operation,
| See accompanymg notesto comol:dalgd ﬁmncml .stazemems




”Cﬂn561idated‘ Statements of Cash Flows
* C-TEC Corporation and Subsidiaries

For the Years Ended DecemberBl. 1991 1990 - 1989
vIThausands of Dollars) ‘

~ Cash Flows from Operating Acnvitxes : L .
Net{Loss) Income ${12,392) S (9,943) S 4460
Depreciation and amortizstion 78,145 62,7112 43,673
Deferred income taxes and investment tax credits, net (4,683) (3.336) 4236
Net decrease in certain assets and liabilities 7,188 4 312
Provision for losses on accounts receivable 2,031 1,240 1,008
Equity in loss (income) of unconsolidated subsidiaries 1,731 (31) (23)
Other | 122000 2,100 (3.466)

~ Netcash provxded by operatmg actmues 69,820 » 542.77'67 ‘ 53.010

Cash?lows from Investing Activities o
Additions to property, plant and equipment 55,050 69.657 52.146
Acquisitions 20,606 57,714 221.350

- Investment in non-current marketable securities s . 9,884 -

~ Other - B (4,647) R god QM
Cash: lxsedformvestmg acnvmcs , 7 71.009 137,151 273419

‘Cash Flows from F'mncxng Activities N : ,
Netshort-term {tepayments} borrowings {36:626) 3264 33362
Decrease (increase) in minority interest - {145) 1,038 (561)
Redemptionrof long-term debt {174,720) - (21,900) (11,595)

- ‘Redemption of preferred stock ' {19) {19)- (19)

- Proceeds from the issuance of commion stock 129 146 - 2518
Dividends paid : - -~ (2.380)
Issuance of long-term debt 238,149 127,120 179415
Purchase of treasury stock - (1,523) - (6,095)
Other U - - (63
Net cash provxded by fi nancmg dctivities ‘ 26,768 102,126 194.582
Increase (decrease) in cash and temporary cash investments 25,579 17,751 - (25527)

- Cashand temporary cash investments at beginning of year 24057 6306 3183
_ Cash and temporary cash investments at end of year $ 49636 $ 24 057 8 6.306
Components of Net Decresse {n Certain Assets and Liabilities ‘ i .

Accounts receivable and unbilled revénues $ (1,187} § (4542) - ${14206)
Material and supply inventory 1,176 (683) (1.073)
ricome taxes receivable 4974 1,717 (68231
Accounts payable (2,255) 1,587 4.749
Accrued expenses - 4,842 808 7.949
. Other, net v (362) 1447 (254
Net ﬂCCTCr.Se in: certam assets andhabnlmes s 7,188 5 4 33422

Supplemental Dﬁélosnres of Cash Flow IﬁEOrmlﬁbn

Cashi paid during the vear for: . ‘ ;
Interest (net of amounts capitalized) $37595  $318% 59429
_Incometaxes S 2469 5 1833 56951

.- See dceompanying iotes to consolidated financial statemients.
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 Consolidated Balance #ets‘ :

C-’I’EC Corpomnon and Subsxdwnes

 Seeaccompanying notes to consolidated financial statements.

DecemberBl ; 1991; o 1990
* {Thousandsof Dolfars) ’ e
- ASSETS
Cun'entAssets : : L T S
‘Cashb.and: temporarycashmvestments : y -~ § 49,636 5 2405
- Accounts receivable. neto: s eserve for doubtful T R
" accounts of $381 in 19913nd$565m 1990 29096_5,‘ SRRt N
Unbilled revenues : 1,380 Al ;
- Material and supply inventory, at average cost 23,076 4232 0
7 Income taxes receivable ‘ 13200051060
' ,‘Prepaymemsandmher (R : 2“2{ 18
Total currentassets 35 432 o 66.269
o Property., Plant anqumpment S : Sl
- Telephone piant . - 365350 345817
. Cableplant - 146,684 135482
. Cellular plant 19,348 : 16810
T,,Otherpropcrty,plamand equxpment ’ T 7,104i R 8958 ,
“+ Total property, plasit and équipment. oo 538486 k507,167 e
- Accemuiated depreciation L L 220,113 200494
Net property. plantana equxpmcnt SN E 317,773 S 306673 :
lnvestmems,ﬂet . ' 12,372 : 11‘054 L
, 'lmangable assets,netof accumulated amortization of 574 9.:6 S e
o in 1991 and $37.914in 1990 172,901’ 190381 -
, l)eierredtharges o S v 2 0051.
 TotalAssets e 8596000 :ssxo429‘»
: uAmLmESANDsnAREaﬂwERs'EQUITY e |
Current Liabilities s . e PR
Current maturities of long:- term debtand prcfcrredstock $ 4,576 § 8659
. Notespayabletobunks - e 36626
Accountspayable - 13572 15827
. Advance billings and customer deposns 6,161 7680
- Accrued taxes 4453 2,718
" Accrued interest 5953 . 8076
Accrued expenses e 18601 - 13 636
, Totalcurrent habﬂmes : 53,‘316 S 91,222
' Long-TermDeht e . 432,482 _";564,970
Deferred Credits e
Deferred incomme taxes 31,470 34936
Deferred mvestmenttaxcredlts S 389% 513
Other | 3gn 30w
~ Total defen‘ed credns 39,038 o~ 44,003
Minority Interest s 1970
' Redeemable Preferred Stock oo 3o
= OnmmonSharehmders Equity - » 59,,009 TRy
'Commitnum-;nnu(,onﬁngencm(Noteé) e - e R .
 Total Linbilifies and Sharcholders' Equity _ G600 SS9




+ * Consolidated Statements of Common Shareholders’ Eqmty

CTEC Corporation and Subsidiaties

- Common Stock

Addihonal
o Jssued! Paid-ln  Retained Treasury o
‘ : Shaves ~ ParValue  Capital Earnings Stock  Other  Total
fTHousandsof Dollars) '
" Balanice, December 31, 1088 17,061,345 $ 5,687 $21,148 - 968491  S(1,049) - $ 1126) $94.151
. Netincome - — - 4460 — — 4460
- Common stock issued (Note 7a)~ : : ,
. Incentive stock options 126,191 126 2454 - - - 2580
Stoek reputchases (266,537 (266) - - - - (266)
" Other {15,000 {15) —~ = - o {15
Treasiry stock transactions {4t cost) , o
Incentive siock options {126,191 {126) . e 64 — (62)
Cancelled. ; 1298241 {1291 (1,308 - 1437 -
Stocktepurchases 266,537 267 - —  (6095) = 828)
Other 15,000 15 (26) - (140 - (151)
“Unearned portion of restricted stock - - e - - 126 126
~ Cash dividends on comimon stock - — - (2,380) = = {2,380}
- Stock dividends on comimon stock e 11373 - {11.373) = = ko
Other —- e = ) - -~ o
‘Ba!ance.DecemberBI 1989 16,931,521 16932 22268 59 174 (5,783) = 92,50
Netloss s — o {9.943) - = 19.943)
Comnon stock issued (Note 7a)— : ; ,
lricentive stock options - 20,500 -2t 140 - - 161 -
Stock repurchases 21,569y - (22 - - - - (221
Treasury stock tzansactions (at cost) SO :
Incentive stock options {20,500) - 2D —_ - 6 - {15)
Stock repurchases 21,569 22 e =~ {1,523) =~ {1,501
Other , - - — e {3,339y 13339
Balance,DccemberSl 1950 : 16“93‘1.521 16,932 22408 49231 (7300) (3339) 77932
‘v w Netincome - ~ v J12302 0 R e = (12.302)
: Common stock issued (Note 7a)— . :
Incentive stock options 18,000 18 (142) - e - {1241
‘Treasury stock transdctions {at cost) ' o '
Incentive stock options (18,0001 (18) - e ik} - 254
Cancelled (44-086) 45) {1 .001') L 1,046 - —
Other " e - - 3339 3.339
Balance‘ December31 1991 16.887, 435 516 887 521 265 536 839 3(5. 982) = 569 009

. Restated to refléct thes 1989 issuance of 4 stock split in ti’c t’onn of a dividend of two addmona! shares {or each share of Common and

Class B Comition Stack {see Nate 7al.
See decompanying Hotes to consolidsted f'nancml statements.
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| CashFlows
" purchased with a maturity of three months or less o be temporary cash investments,
R - Telephone plant reflects the original cost of construction, including payrolland related costssuchas taxes,
pensions and other fringe benefits, and certain general admisistrative costs, - S *

" the estimated lives of the various classes of depreciable property. The average vate was 6.69%.,6.80% and 7.75% for -

" incurred prior to receipt of the first subscriber revenue.

- classesof depreciable property. The average estimated useful lives of depreciable cable plant are:

 Gain or loss is recognized on majot retirements and dispositions. Major replacements and betterments are capitalized.

" useful lives of the property ranging from 3 to 45 years. Gain or loss is recognized on major retirements and
dispositions. - ' ST , - s - -

expense.
Coesby 5‘1‘.007,000.(5.06peraverageccmmonsharclassoci‘axedwiththewr’ite-dom‘ofc’elmlarsjwitchi‘ng{andelectronic

* equipment, This equipment was replaced in 1990 with technologically advanced equipment that linked the Company
~ with neighboring cellular systems. L : : S R R o

- Intangible assets arg amortized onthe méight—liﬂe basisand i)ﬁmariijrre‘presem a,cquit&d{i) cable television
 amortized over 5 years; (3) cellular metropolitan MSA) and rural {RSAJ licenses for $38,602,000, which are being
. years. -

* excess cost associated with acquired cellular assets for $8,600,000 is being amortized oft the straight-line basis over 25
Cyears. o ' : , : « D : i

" Plan{ITORP}. Under the TTORP system, the Telephone Group bills and retains Intral ATA foll rates to its ¢ustomsrs .
. fororiginating traffic. Access charges are paid to the local telephone company terminating the traffic. In addition.the .-
_“Telephone Group is paid access charges for tenminating traffic criginating from other local telephone comparies. .
- InterLATA/Inirastate revenues are based on access charge billings to interexchange carriers: primarily Amegican -

~ Notes to Consolidated Fiffncial Statements e

* 1. Summary of Significant Accounting Policies ‘

* Principles of Consolidation ; : R 5
' “The consolidated financial statements include the accounts of C-TEC Corporation and its subsidiaries (the T
Company), all of which are wholly-owned, except an 80% owned cable television subsidisry and twavcellular telephore T P
subsidiaries which are 78.98% and 91,01% owned. The Company's subsidiaries are divided into five principalgrov.x -« o o
Telephone, Cable Television, Communications Services, Mobile Services and Long Distance, The Company alsg SR

_ holds minority interests in celiular partnerships and a cable company which are accounted for using the equity
‘method. All significant intercompany accounts and transactions have been eliminated in consolidatien. .~
+Certain prior years' fingncial statements have been reformatted to conform - Zurrentyear's presentations.

Earnings per share amounts are based on the weighted average number of c..-.non shares outstanding incle. ag -

. Class B Common. The assumed exercise of stock options does not result in materi:l dilution.

 For purposes of the Consolidated Statements of Cash Flows, the Company considers all highly Yiquid investments

* Property, Plén&l and f{Quipmént

' Depreciation oni property used in the telephone businessis provided ona composite straight-line basis based on

1991, 1990 -and 1989, respectively. At the time property isetired, the original cost, plus costof removal, lesssalvage, :
i$ charged to accumulated depreciation. o ‘ A T
Cable tefevision plant includes the original cost of construction and certain capitalized costs, including interest

Depreciation on cable plant is provided on the strai Jhtdine method based on the eﬂim_é‘ied, lives of the various

Building N . 25-45 " years
‘Cable Television Distribution Equipment - 8~=225 years

‘Other Equipment 410 years

 Depreciation on cellular and other property, plant and equipment is provided on the straight-line basis over the.

*Repairs of all property, plant and equipmient and minorrcglaccmems and renewals are sharéc‘d 1o maiﬁte"nénc‘c.» i

 In Decermber 1089, the Mobile Servicas Group fecorded additional expense of $1.929.000 which reduced netincome

: 'lnﬁngiblaﬁsseiis ~ .
franchises and subscriber lists for $68,007,000 and $37 092,000, respectively, which are being amortized over the lives ‘
of the franchises ranging from 3.3 to 19.3 years; (2) cable noncompete agreements {or $74,088,000, which are being

amortized over 10 years; and (4) cellular noncompete agreements for $14,200000, which are being amortized over 2

Tn addition. the eXcéss of castover thefair a}alue'of‘c_able television asskets‘ac:quiryed for $4,106.000 'is'b‘sixig,
amortized on the straight-line basis over the comiposite lite of the franchises, ranging from 5.0 to 19.3 years. The

* Telephone Network Access and Long-Distance Service: SRR ] P
' Telephone network access and long-distance service tevenues are derived from access charges, toll rates. and B
setilement arrangements. Intral ATA (LATAS are geographic areas within which toll traffic is handled jointy by local -
telephone companies) access and long-distance révenues dre a function of the Intral.LATA Tolt Originating Responsibility.

o




vN"olt“es to 'Consolidate““mancxal Statements e O B

Telephone and Telegraph (AT&T). Interstate revenues reflect access charges apphed to end-users and interexchange
carriers. Interstate accéss charges are subject to-a pooling process with the National Exchange Carrier Association
(N.E.C.A.). Final interstate revenues are based on nationwide average costs applied to certain demand quantities.

Long-Term Contracts

Long-term contracts are accounted for on the percemage—of-complcuon method. Estimated sales and earnings

are recognized as equipmerit is installed or contract services rendered, with estimated losses if any, charged to
income currently.

Income Taxes

The Company and its subsidiaries report income for federal income tax purposes on a consolidated basis. Income
taxesare p’mvided in'accordance with the comprehensive income tax allocation method. Timing differences resulting
from the recogmnon of income and expense for tax purposes are reflected in the deferred tax accountsin the
accompanying consolidated financial statements. Investment tax credits for the Telephone and Cable Groups have

been defetred in prior years and are being amortized over the average lives of the applicable property. The Telephone
Group amortizes excess deferred taxes over the remaining life of the plant which gave rise to the excess:

Other Deferred Charges
Other deferred charges include unamortized debt issuance costs of $1,504,000 primarily associated with the

financing obtained to complete the acquisition of cable television properties in the state of Michigan (see Note 2) and

51,454,000 associated with the credit agreement entered into in March of 1991. These costs are being amortized on

the straight-line basis over the life of the Senior Secured Notes, Revolving Secured Credit Agrcement and Credit
Agreement (see Note 4).

2. Business Combinations

During 1991, the Company acquired additional cable properties serving subscribers in Michigan and New Jersey,
for $5,065,000.

All of these transsctions were accounted for as purchases aud the resuits of operations were not significant to the
consolidated financial statements. B

- InJanuary 1991, the Company completed the purchase of an lowa RSA cellular license for $15,541.000.

On August 29, 1989, the Company acquired cable television operations in the state of Michigan for $206.653.000.

This acquisition was accounted for as a purchase and, accordingly, the results of operations are included in the

) Consohdated Financial Statements since the date of acquisition.

“Thé following table summarizes, on an unaudited, pro forma basis. the estimated combined results of operations
of the Company and its subsidiaries as if this acquisition had occurred at the beginning of 1989. Thése pro forma
tesults have been preparcd for comparative putposes orily. and do not purport to be indicative of what would have
occur:ed had the acquisition been made at the beginning of 1989 or of the results which may occur in the future.

UNAUDITED
{Thousands of Dollars Except Per Share Amounts) ,
FOR THE YEAR ENDED DECEMBER 31, 1989
Reveriuesand Sales : 5180681
Net Loss $(11,416)
Net Loss per Average Comnion Share / , 5 (0.69)

3. Discontinued Operation v E

Inlate 1990, the Company signed a definitive agreement for the sale of assets of the Information Services Group
and the Company's corporate data processing furiction. This disposition was recorded at an after tax gain of $7,023.000
in 1991. The agreement also provides a minimiim royalty fee of $3,600,000 on cellular software products sold through
January 1, 1998.

Operating results of the Information Services Group for the year ended December 31, 1950 are shown separately
it the Consolidated Statéments of Operations. In addition, the Consolidated Statements of Operations for 1989 were
restated to reflect this Group as a discontinued operation. Revenues and sales of the Information Services Group
were $5,630,000 and §1.782.000; in 1990 and 1989, respectively.”

Netproperty, plant and equipment of §1,400,000, which was disposed of iri 1991, is in¢luded in the respective
caption on the Décember 31, 1990 Balance Sheet.
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‘Notes to Consdlidatedmncial Statements .
4 Debt | | o
a. Long-Term Debt :
The long-term debt outstanding at December 31, 1991 and 1990 is as follows:

1991 o 1950
Long-Term Debt | | ~ - -+ {Thousatids ol Dolfass)
Mortgage notes payable to the United States of America— ' ,
Rural Elezrrification Administration (REA)— , : : ~ »
2% dug 1950 to 2003 : s 457 . 8 . 448
Federal Financing Bank (FFB)~— . , ' L R
12.177% due 2003 - 200 207
~8.36% due 2009 , S 2785 - 2849
7.693% due 2012 : , - ‘ 11,603 - 11,841 -
Rural Telephone Bank (RTB)— ' P R L
5% due 2009 , e ‘ o e 21420
5.43% due 2009 : ‘ 31053 e
7% due 2012 ; : v 1814 1853
6.5% due 2013 B 17,959 18339 .
7% due 2015 ' R 40794 4143
Industrial Development Agency : o ,
- obligations. 70% of prime : R 4,770 5310
Senior Secured Notes Cal e
6.65% due 1999 : L e 150,000 150,000
Senior Secured Notes , S
9.52%due 200t : 100000 - =~
Revolving Credit Agreements R 41,000 95,000
Bank term loans; at various rates. _ T W L2165 14,255
Other | | T Coame 4865
Toal | , | T 437,0%9 373,610
" Due within one yesr ‘ : e {4,557y (8.640)
Total Long-Term Debt , - . : T 5364970

During 1990, the Telephione Group entered into-an agreement with the RTB that provides borrowings up to s
$89,996,000. Int September of 1991 and 1990, the Telephone Group borrowed $31,053,000, and $27,120,000 in connection
with this agreement. respectively. In 1990, in accordance with the terms of the agreement. this group was required to -
make an investmentin RTB stock equal to approximately 5% of the total available borrowing amount. Thefoansare - -
‘payable on a monthly basis beginning two years from the date of the note. Interest is payable monthly from the date of
borrowing; ' ‘ , = g

The Telephone Group has other borrowings with the United States of America tarough the REA, FFB and RTB

“under various mortgage notes and security agreements. In accordance with these agreements, quarterly sinking fund
payments are being made on all notes and portions of amounts borrowed have been used to'purchase common stock
of the RTB. ‘ > P ' :

Substantially all the assets of the Telephone Group are subject to the fien of the various security agreements |
described above. In addition, the Telephone Group is restricted as to the amount of dividends that may bedistributed.
the amount of any investment in an affiliated company, and the redemption of capital stock. o :

" In prior years, the Cable Group entered into agreements with several industrial development agencies regarding
 the use of proceeds from the issuance of industrial development revenue bonds. The funds were used to finance the
construction of certain cable facilities. These bonds are collateralized by certain cable facilities and, in addition. a
bank hasissued a letter of credit in favor of the trustee as additional collateral for the bonds, Thisletter of credit is
guacanteed by the Company. There is a sinking fund requirement on the bords through 1997. Interest is payable
monthly at 70% of the prime interest rate, but not less than 7% (7.0% at December 31,1991 and 1990).- o

In 1989, in order to complete the August 29, 1989 Michigan cable television acquisition, the ‘Cable Group entered
into a private placement of Senior Secured Notes for $150,000.000 and 2'$70,000,000 Revolving Secured Credit
Agreement which the Company voluntarily reduced to $60.000,000 in 1990. The Senior Secured Notes and the ,
Revolving Secured Credit Agreement are collateralized by the stock of the Cable Group subsidiaries. On September
1. 1996 and on each September 1 thereater, a mandatory principal payment is required on the Senior Secured Notes.
The Senior Secured Notes and Revolving Secured Credit Agreement contain restrictive covenants which, among’
other things, require maintenance of a specified debt to cash flow ratio. ‘



Notes to Consolidate®¥inancial Statements &

The Revolving Secured Credit Agreement involves a group of commercial banks that provided revolving credit
borrowings tp to $55.500,000 as of December 31. 1991, Effective December 31, 1990 the total commitments are
reduced on a quarterly basis for six years. These quarterly reductions escalate on an annual basis. Interest is paid
based on Prime. LIBOR or CD Rates, depending on the type of loan and terms of the agreement. A fee of %% per
annum is required on the unused portion of the available commitment ($13.000.000 at December 31, 1991) and %% on

the unavailable portion of the commitments ($1,500,000 at December 31, 1991). The Cable Group had borrowings of
$41.000.000 (6.39% weighted average interest rate) and $47.000.000 (10.03% weighted average interest rate) as of
December 31, 1991 and 1990 under this agreement. respectively.

In 1989, the Company entered into a Credit Agreement with two commercial banks that provided revolving credit
borrowings up to $50.000.000 at any time until December 31, 1992. The Company had borrowings of $48,000,000
(9.80% weighted average) outstanding at December 31. 1990 under this creditagreement. In March of 1991, the
Company terminated this agreement and entered into a $95,000,000 Credit Agreement utilizing a syndicate of banks
that provided revolving credit borrowings through June 30. 1992, Proceeds from this new Credit Agreement were
utilized to repay the terminated agreement and $9.300,000 of short-term notes outstanding as of December 31, 1990,
This fiew agreement contained restrictive covenants, including the maintenance of a specified debt to cash flow: ratio.
Interest is paid based on Prime. LIBOR or CD Rates, depending on the type of loan and terms of the agreement. This
revolver was subsequently reduced to $50,000.000 in December of 1991. There were no borrowings under this
agreerent as of December 31, 1991. ,

“InDecember of 1991. the Company entered into a private placement of Senior Secured Notes for $100,000.000 at
9.52% due 2001. Proceeds were utilized to prepay revolver borrowings outstanding on the closing date. This agreement
contains restrictive covenants. including maintenance of a specified debt to cash flow ratio. On December 1, 1996 and
on éach December 1 thereafter. a mandatory principal repayment is required on the Senior Secured Notes.

The Credit Agréement and the Senior Secured Notes are collateralized by a pledge of the stock of the telephone
and eellular subsidiaries. : S

During prior years. the Company borrowed funds under an unsezured term loan agreement at 8.25% for the
construction and development of certain cable television systems. This loan was also repaid during 1991 from
proceeds from the new credit agreement entered into in March of 1991, The amount outstanding at December 31,
1990 was $6,000.000. The Company had an unsecured $5.000,000 bank term loan outstanding at December 31, 1990 at
9,5%. which was repaid iri 1991, . .

The Cable Group is obligated for a loan at 8.45%, collateralized by the assets of Home Link. the Compaty’s 80%
owned cable subsidiary. This loan is payable in semiannual instaliments maturing on August 22, 1993. The amount
outstanding as of December 31. 1991 and 1990 was $2,765,000 and $3.255.000, respectively.

Maturities aizd sinking fund requirements on long-term debt for each year eriding December 31, 1992 through
~1996 are as follows:

Year ) o ~ Aggregate Amounts
1992 $ 4,558,000
1993 $.9.003.000
1994 $18.220.000
1995 $21.766.000
1996 i $52.597.000

b: Shoet-Term Debt

At December 31, 1991, the Company had unused lines of credit that provide for borrowings of up to $12,500.000 at
rates varying from prime less 14% to money market rates (6.50% to 7.25%, respectively, at December 31. 1991). In
addition. the Cable Group had an unused line of ¢redit for $2:000.000 at prime (6.50% at December 31, 1991}, Short-term

unsecused borrowings tnay be made under theése lines of credit. All unused lines of credit are cancellable at the option

of the Fanks, ;
The Cotnpany pays commitment or facility fees of approximately 0.3% on the unused credit line commitments to
coitipensate the banks for maintaining availability of the above meétitioned lines of eredit.
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Notes to Consolidated Fﬁxci‘al Statements . |
5 Redecmable Preferred Stock o DR
~ The preferred stock of a submd:ary istedeemable in whole orin part atthe Company s optlon upon 30 days notice

* atits optional redemption prices. Such prices are not significantly different from par value. Preferred stock is entitled,
_ in voluntary liquidation, to an amount equal to the optional redemption price and, in involuntary hqmdaucn. topat
* value plus accrued dividends. The redeemable preferred stock outstandmg at Decembersl 1991 and 1990 are as

vfollOWS e
1991 1990 1991 19%0
| \ | Number of ~ (Thousands of Dotlars) -
Redeemabie Preferred Stock Shares utstanding . L
cumulative, $100 par value, authorized 102,719
shares in 1991 and 102,907 shares in 1990 ; Sl ,
Series C, 5%, due2005 1,540 1650 $ 154 s 165
© SeriesE,5U%,due2008 95 9% 03 99
: SeriesF, Sth%, due2029 i 846 o By 8 8
Total R 3321 359 0§ 332 % 351
© Due within one year S o e TH L) R L) B
'Totslyptcfermdstock, E . o R . o $~ 313 % .332

In addition, the Senes C. EandF Preferred Stock of a subsxdlary mclude prowsxons fora mandmory sinking Iund

sufficient to retire approximately 188 shares each year at par plus accrued dividends. Sinking Fund Requirements for

- each year ending December 31, 1991 thrcugh 1993 are approximately $19,000. In 1991, 1990 and 1989 188 shares
- were redeemed.

§. Commitments and Connngencles

- The Telephone Group’s construction budget for 1992 is approxunately $35,320, 000, ior whxch the Telephone
Group had vatious purchasc commitments at December 31, 1991, In addition, the Cable Television and Mobile
Services Groups’ construction budgets for 1992 are approximately $17,374,000 and $6, 024,000, respectively.

Total rental expense, primarily for pole rentals, was 54,043,000 in 1991. Total rental expense (principally EDP
equipment agd pole rentals) was §5,397,000 and $3,908,000 in 1990 and 1989, respectively. At December 31, 1991,

‘fental commitments under oncancellabie leases, excluding annual 5sic vantal commitments of approxzmatcly

$2.615,000 which are expected to continue indefinitely, are as follows:

Year R AggrefgateAmoums '
1992 ' $1,150,000
1993 - ' , $ 714,000

1994 ‘ §.570,000

1995 S $520,000

1996 : $ 474000 7
After 1996 : R ,5'162000,

The transaction for the disposition of the Information Services Gmup and’ the Company s COrporate ddta proeessmg
funétion encompassed a facilities management agreement whereby contmumg and unmtemxpted mformanon procwxng

ﬁ scmces would be provided to C-TEC'’s operations.
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7. Comon Shareholders' Equity
a. Common Stock ‘

On April 25. 1991, the Company reduced the number of authorized shares of Class B Common Stock to 8,753,203
shares by reducing the authorized but unissued shares by 186,729 and cancelling 44,086 shares of the Company’s Class
B Common Stock held as Treasury Shares. , :

~ OnJuly27, 1989, the Company reduced the number of authorized shares of Class B Common Stock to 8,984,018
- shares by reducing the authorized but unissued shares by 5,886,158 and cancelling 129.824 shares of the Company’s
Class B Common Stock held as Treasury Shares. A stock split in the form of a dividend of two additional shares for
each share of Common and Class B Common Stock was distributed on May 25, 1989 to shareholders of record on May
9, 1989. All references in the accompanying consolidated financial statements to the number of common shares and
per share amounts prior to May 25, 1989 have been restated to reflect the stock split.

During 1989, the Company, through an odd-lot repurchase program. offered to repurchase stock directly from
shareholders owning fewer than 100 shares of the Company’s Common Stock and Class B Common Stock. A total of
4,933 shares of Common Stock and 3.440 shares of Class B Common Stock were repurchased for $123,000 and
$90,000. respectively.

Common shareholders' equity at December 31, 1991 and 1990 is as follows:

1991 1990 1991 1990

- Number of {Thousands of Dollars)
, , ‘ Shares Qutstanding .
Comumon Shareholders’ Equity A

Common stock, $1 par value, authorized

35,000,000 shiares. issued 8,134,292 in 1991 k

and 8,136,984 in 1990 7,969,293 7.971.985 $ 8,134 $ 8.137
Class B Stock. $1 par value, authorized

8.753.203 shares, issued 8,753,143

in 1991 and 8.794.537 in19%0 ' 8,523,895 18,503.203 8783 8795
Total common stock , 16,493,188  16475,188 16,887 16932
Additional paid-in capital 21,265 22,408
Rétained earninigs 36,839 49,231
Unrealized Loss on Non-Current
* “Marketable Equity*Securities = - {3339) s
Treasury Stock at cost, :
394,247 shares in 1991 and ' ;
~ 456333sharesin 1950 ‘ o 4 15,982) {7,300y
. Total common shareholders’ equity - , : 0 ( $ 69,009 $ 77932

On April 26, 1984, the shareholdérs adopted the Company's 1984 Stock Option and Stock Appreciation Rights
Plan {the Plan). The Plan provides for the grantof Stock Options (options) and Stock Appreciation Riglits (SARs) to
key employees of the Company. Up to 450,000 shares of stock and up to 900,000 SARs may be issued under the Plan.

The options and SARs may not be exercised before one year from the date of grant and may not be exercised after
an employee's emplayment terminates for any reason other than death. unless provided otherwise at the time of
grant. Generally, the options and SARs are to be granted within ten years from the date of the adopted Plan.

During 1988, the Board of Directors made certain revisions to the Plan. Thaamended Plan provides for the grant
of both Nonqualified and Incentive Stock Options and SARs. The Board of Directors determines thie option price at
the date of grant. The Incentive Stock Options are not exercisable before one year or after five years from date of
grantin the case of a Ten Percent Shareholder; or before one year or after ten years from date of grant in all other
cases.

Incentive Stock Options, of which 9,000 were exercisable as of December 31,1991, are primarily granted to
executive officers of the Company and may only be exercised on a quarterly basis during 2 ten~day window period.

'The remaining 20.000 outstanding incentive stock options as of December 31, 1991 are exercisable on or after June
25.1992.
Costs (credits) associated with SARs were ($38,000), (51,074,000 and $3,565.000 in 1991, 1990 and 1989 respectively.
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~ Notes to Consolidated Fﬂncial Statements f

Transactions involving the Plar ate sammarized as follows:

Option Shares e 180 1989
‘Outstanding, January { ' 50,000 70500 372000
“Granted i P 0= el
Cancelled o S {3,000} =0 - {39,000)
Exercised (at$7.200 e {18,000 {20500 (262500)
Outstanding, Decermber31 o ' - ,
@s720) L 20,000 5000 050
Excrpisable.Dec:mberﬁ}l ' S . 0,000 T ~0—
Stock Apprecistion Rights , o L i e
Qutstanding, January 1 ‘ ' o 100,000 141,000 ©IT10000
Cancelled R , {6,000} T S (36,0000
-Exercised - e o {36,000) 1410000 —0—
- sstanding, December 31 , ' i T
~ 1at$8.00) o ; ) 580060 100000 - 141.000
Exercisable. December 31 , o 18,000 14000 R

In September 1987, 15,000 shares of stock were issued to an executive of the Company for future services.
Unearned compensation equivalent to the market value at the date of issue was charged to shareholders’ equity and
was being amortized over a period of five years. These shares were returned to the Company in December 1989 and
recorded at theif otiginal cost. ' : EIEE - Sl

At December 31, 1990, the cost of non-current marketable securities exceeded their market value by 3,339,000,
The Company believed the decine in market value of these securities to be temporary and accordingly an allowance

* for unrealized losses was establisiied and shareholders' equity was reduced by @ corresponding amount. The Company

has subsequently changed to the equity method of accounting for this investment (see note 11)..

_ b, Retained Earnings

. Pursuant to the terms of mortgage notes and sectrity agreements (see Note 4) and preferred stock, there ave.
restrictions as to the amount of dividend payn:-ents that can be paid by the telephone subsidiary to the Company. As
of Deceniber 31, 1591, the maximum allowable distribution was approximately $476,000. : o :

_ - Sa—
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P+ Notes to Consolidated Financial Statements

8. Pensiﬁnﬁaxid Employee Benefits

~ Substantiaily all of the Company’s employees are included in a trusteed noncontributory pension plan. Upon
retirement, employeesare provided a monthly pension based on length of service and coimnpensation. The Company
funids pension costs as accrued. '
Actuarial determined pexision cost for 1991 and 1990 s as follows:

1991 1890

| " (Thousands of Doliars)
- Benefits eared during the -
year (service cost). - $1.148 $1,118
Interest cost on projected S -
benefit obligation 2051 1,913
Actual feturn onplan assets o : 4 o (6690)  5,73
- Othercomponents—net o 3,10 7 (4490)
~ Net periodic pension credit _ o , 4 5381 $ (886)

.- adopting SFAS 106, the Company’s amended plan for
- - material impact on future results of operations.

The Company's pension plan has assets in excess of the accumulated benefit obligations. Plan assetsinclude
equity. cash and fixed income securities. The following table presents a reconciliation at December 31,1991, 1990 and
1989 of the funded status of the pension plan to prepaid pension expense. Prepaid pension expense is included in
Deferred Charges on the accompanying Consolidated Balance Sheets. S

Decemberdl., 1 G990 1989
S ~ ‘ ; (Thousands of Dollars) ;
Plan assets at fair value e o 43951 $38,096  $39670
Actuarial present value ;
of benefit obligations:
" Accumulated benefit obligation: , i
Vested® S e 23,657 19,670 - 16,351
Nonvested i , R - 642 _L155
CTotal B e 24,389 0312 17506
 Effect of increases in , o
__ compensation __ , sEm sus 45
- Plan assets in excess of projected ,
benefitobligation - ; 13683 12,759 17.584
Unrecognized transition asset 6,648) (7.202) (7,756)
- Unrecognized prior service cost 876 S 1935 1,370
Unrecognizednetgain =~ e . (5498) (4460) - (10052}
- Prepaid pension expense : L Cos2413 0 $20%2 $1146

Significant assumptions used in determining pension obligations and related pension expense included a discount
rate of 7:25% at December 31, 1991, and 8% at December 31, 1950 and 1989. The rate of projected compensation
increases was 6.5% and the expected long-term rate of return on plan assets was 8% for each period. :

In addition to providing pension benefits, the Company has provided certain health care and lif¢ insurance benefits
for retired employees. Premiums of approximately $206,000, $116,000 and $92,000 were expensed as paid in 1991, 1990

 and 1989, respectively. The Company is currently in the pracess of amending this postretirement benefit to (1) require

future retirees. , : : : P
The Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 106, “(SFAS
106) Employers’ Accounting for Postretirement Benefits other than Pensions” in December 1990. Adoption by the
Company is not required until 1993. Although the Company is currently unable to reasonably estimate the impact of
providing postretirement benefits is not expected to have a

existing retirees to contribute to the cost of providing this insurance and (2) eliminate this health care benefit for

N
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o CommumcanonsSexvices s

- Idennﬁableassets S B S §87516 '

i MobﬂeSemces

g f:Pmperty,plantandeqmpmentaddmons . 5.3%63 8 69!

' Lcng Distance

;Idcnnhableascts T L . T e -

= ~Parentand0ther :

9. Financial Informatmn by Busmess Segment

The Company's operations are classified into five principal segmcms, 'Ielephone. Cable Televxsxon. Commumcatmns

_ Services, Mobile Services, and Long Distancé. Intcrsegment salés arenot: sxgmfmant nnd are elmnnatcd in the :
¥ consohdated fmancxak statements‘ ;

FonheYenrsEudedDecemberBl. T SR B 1991 k » 1950 | e “‘19_89*

-Telephone ot R, o 'b - (Thous«ndsofﬂallaxs)

, Operaungrevenuesandsales o o ‘ 31'19,310; o S113,104 5110,834
- ‘Operating income before . ' ' : ‘

depreciation and amortization 856266 S56797 54723

- Depreciation and amortnzaucm ST ; 523346 §$21941 323432
.~ Operatingincome = ' : i o §32920 $348% - S350
- Property, plant and equlpment addmom T $39684 . $40618 834476
v >Idem1§xable assets R S §271,899  .§239352 - $203.769

Cable'l'elevnsion T PR ; L S
o Operaungrevcnuesandsales o , ] i'1'6,128 o 563925 v$ 35, 868., L
: ‘Gperaungmcome before : ‘ T ' P

depreciation and amortization - o s 29.;892? s 24,’804 S 514089
Depreciation and amortization. o S 539862 . % 36878 -8 16207

. Operatingloss ' $ {9.970) - S207 S mos)

- Property, plant and eqmpmcntaddxtxons e $ 31,159 $19370 . $10888

v Idemxﬁablcassets B T S 8232393 . $263551 ‘525?.’638“

787

Operating revenuesand sales C$ 14325 310941

" Operating loss before G e T :
deprecrauonandamomzauon Y B 2

Depreciation and amortization ‘ 8203

Operatingloss - .- L s 16624)

Property,plantand equxpmcnt addmons-' T § 96

{4,205)
133

(4.338)
565

7,107

L6847
99

s
2224

LG ar S
vmammu :

w

Opcranngrevenuesandsalcs ; ’ S 813993 $ 10753
"Operatmgloss before e T e
depreciation and amortization , §$ 82y % (1400)
Depreciation and amortization ' SR C$13805 5 20248
Operating loss = S 5{13.487) 5(3.648)

{1,223
3271

2741

11285

PP

[dentifiableassets STINAS 563949

woo

Operating revenues and sales e 89082 1660 -
~ Operating lossbefore - : SR S T L
, dcprecxauonandamomzanan . S s {922y
Depreciation andamomzauon B e s A28
Operatingloss - S $(1.350)
Property, plant and. equlpmcntaddmons 8 106

4T
{789)
<23

i

G

|

fo oo .
|

" Depreciation and amortization S S § 901
Operating income {10ss) C Lo 810104
“ Property; plant and eqmpmentaddmons" s 42
i Identnfaabieassets“ S S T ; S 10,521 Ry

122 % 415
3919 s (4
2017 8§ 38%
3g08 51064

iamm‘.‘n

S ‘Restated toreflecta d:sposmon accoumcd f0t asa éxsconunued operation, and accordmgly, excludes the apphcab]e:
- segment mformanen for this operation mcludmg the 1dcnnﬁable assets of $1.899 andSl 293 for 1990 and 1989,

- respectively.:

[ **Includes the net m?estme:nt in Mercom, Iric. for 33,,194 000 and 52,359 000in" 1991 and 1990 respecnvely.

e

5 (1430)
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Notes to Consohdat&”inandal Statements o o
10. Income Taxes

The {Benefit) Provision for Income Taxes Consisted of the Following: : , N
1991 _1e%0 1989

Current (refundable) payable— - -

Federal : s 81 $(2.,7197) $(2,803)
Swe 0 sw2 20 1186

Total current : ~ 421 - (704) (1,017)
Deferred, net (see below)— ' o ‘
Federal (4,226) @160 4952
_ Stte R _ 160 202 755
Total deferred ; (3466)  (1958) 5,107
_Investment tax credits, net of amortization (1217) - (13718 (147
- {Benefit) provision for income taxes S s M1y o S(3,040) o $329
{Benefit) Provision for Income Taxes Reflected in the Consolidated Statements of Operations e
e 1 1990 1989
(Benefit) provision for income taxes $(5,486) $(3,782) $ 3903
- Provision {benefit) from discontinued operations N 5074 (258) (684)
Total (benefit) provision forincometaxes 5 {412) S(4040) 53219
Delferred Income Taxes Consisted of Timing Differences Related to:

S R 1991 190 1989
Excess of tax over book depreciation expense 51,068 $6301  $6930
Pensionincome 24 320 291
Capitalization requirements '(205)‘ {701y {733)
Write-down of cellular switching eqmpmmt S L= (519)

Costof plant removat 93 ‘ 229 241

. Amortization of excess deferred taxes , {540) (513) (520)
SARsexpense, net 19 630 76
_Altérnative Minimum Tax {634) (7,599}, 975)
Benefit of rate differential resulting from ;

“net operating loss carryback’ : — 335 973
Amortization-of subscriber lists 20y 975 -
‘Accrued compensation : 6 (672) (298)
Adjustment to prior years. 41 {1,004 - 315
Benefit of reversal of previously ‘

- established deferred taxes : {2,946) - -
GainonSaIe_ofaSsets‘ (113} {145) AT
Capitalized gross profit on intercompany transactions (416) = -
Other, net o I R R

‘ Deferred (beneﬁt) prov:slon 5 ' 3(3,466); 8§l 958) 85707

The( Beneﬁ!) Provision for Income Taxes is Different from the Amounts Computed by Applying the U.S. Statutory
Federal Tax Rate of 34%. The Differences are as Follows:

1991 1990 1989
Book (loss) income: before (bcnefi’t)> S :
' provision for incomnie taxes o j - $(12,804) o $(13983) o §$ 7619
_ Federal tax (benefit) expense at statutory rate § {4,353) S § 44,759) $.2611
- Tricrease (reduction) due to: '
< State income taxes, net of federal benefit , B ¢ | 1,514 1,677
Depreciation (ﬂow-thtough) , 425 625 559
- Amortization of investment tax credits ; {1,217} (1,378) {1,471)
_ Benefit of rate diffcrential applied to : :
téversing txmmg differénces (420) 420 (420)
- Adjustments to prioryear'’s acerual 962 794 318
.- Dividénds received déductions ; iy 22 ~ (154)
Non-deductible goodwill 612 335 199
‘Rate differential due to net B
operating loss carryback - 63 (543, - -
Edquity in uniconsolidated entity 5 : 817 - L=
__Othermet 2y (100)
{Benefit) provision for incoimne taxes ) , S {412y % (4040 §3.219 25




 Notes to Consolidated Fit¥incial Statements .

. loss carryforwards of $1,753,000 which also arose prior to acquisition

: .nid 1990 are as foilows:

The current federal inéoxﬁé.'tax ﬁio{rision 'for 1991‘ihcludes atax benéﬁi of S,628,00b due toa taxnet bpéxétiﬂé loss

carryback from 1991 to 1988. The Company has a tax net operating loss carryforward of $24,249,000 which will expire

102006, To the extent that tax carryforwards in excess of financial reporting cargyforwards are realized through

 reduction of income taxes payable in future periods, the eliminated deferred taxes will be reinstated at the then
“ currefit rates, ' ‘ o R

In 1991°'and 1990, the Company was liable for Aitetnaﬁve Minimum’3 'x (AMT:) ‘u; the amountbf $572,000 and

T A37.000 respectively. At December 31, 1991, the cumulative Minimum  “axcredit - »5 $9,299,000. This amount can
 be casried forward indefinitely to reduce r~-jular tax liabilities that exceed the AMT in future years. -

Included in the Telephone Group'spic: £account are certain taxes and payroll related costs which were tt¢quircd~ ;

1o be capitalized for book purposes by the Pennsylvania Public Utility Commission (PPUC) prior 10 1988, some of

~w " were expensed for tax purposes. The income tax effects of such differences are being recorded using the
fl - -oughmethod. Under the established rate-making practices applied by the PPUC; the deferred taxesnot ,
pre . areto becollected in subscribers' rates prospectively through increased chargesforincome taxespaid. The

curr - #amountatDecember 31, 1991 for which deferred taxes have not been provided was $1,860,000. - .
S T xancialAccounﬁngS,tandardsBoardissu‘edSzatexnent‘ofFinancialA;cconntingStar‘xdardstm 109, - -

“Acco: - zfor Income Taxes” (SFAS 109), in February 1992. SFAS 109 requires the computation of income taxes

 based on u.iability approach rather than the deferred method currently employed by the Company. Adoption is not

required until 1993. The Company has elected notto adopt this statement at an earlier date. The company is

A cable television subsidiary has unused net operating loss and investment tax credit carryforwards of approximately

- _urrently evaluating the effect onvits financial position resulting from this change in acce unting forincome taxes.

52,686,000 and $223,000 respectively, at December 31, 1991, which arose prior to acquisition. The Company willbe
.+ able to utilize these carryforwards to the extent the cable television subsidiary generates futuge taxable income. These

carryforwards expite beginning ir. 1395 through 1997. In addition, a Mobile Services subsidiary hasneroperating -
S ) . These carryforwards will expire beginning in :
2003 through 2005, This subsidiary also has a net operating loss carryforward of $605,000 which issubjecttostatutory -

 limitations. If utilized, such carryforwards will be used to reduce the intangible assetsacquired. -

+* avestments : ‘

fon

~’he Company's investments reflected on the accompanying consolidated balance shests, ac Decomber 31, 191

e 10
. i(»Thén‘s‘andspfboll’ax?)

: Merédm,lnc.Commthka O , B R - s 194  :'5  5,598 B
" Ritral Telephone Bank Stock : , R i o748 TSB
~ | . u» M

Cellular Partnerships ; : ; o : -
OberSiocklmwsimens o W X6

T A @9

‘Un;ea‘l‘ichﬁlpss.p‘xmoxvl’-‘cur‘rgn;tmarke;able equity securities L PR ’.__‘ iy ‘:(3,33«9)

ToullovesmensNe . s;am  suos

During 1991, the Comnany obtained signiﬁéant influénce over the operating and financial'fpdlkicies" of"Merébm"'.

Inc., which is 19.87% ownzd. Accordingly, the Company changed from the cost to the equity method to account for i

this investment and recoraed the Compariy’s proportionate share of losses and amortization of €xcess cost over net :

- assets for $2,404,000. The excess cost over net assets associated with this investment for $5,649,000is being amortized

on the straight-line basis over 15 years. : R
The following table reflects the summarized financial position and resuits of ppérationsiof this company,

R D S

— T howssdsol Dol
Current Assets - ; ‘ R s 1367 . ¥ 1,536 S $ 2481
Non-current Assets L Cos2M13 s9021 4SS

Current Liabilities T » o §38638 0 $32,109 320,744
Non-Current Liabilities =~ -~ v - 8 $182 54315

' Stockholders' Equity o | osuaLiss) S@3M - 52007
~ Revenues , Al $ 11041 $9667 57693

NetLoss f ‘ ‘ s (sa)y o SU303) oS08
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5 2. Quﬁﬁeﬂy Information {Unaudited)

o ; First Second Third Fourth
w9 AT Quarter ~ Quarter  ~ Quarter Quarter
: {Thousarids of Dollars Except Pex Share Amounts)
Revenues and sales S $55,620 $55,200 560936 61062
-Qperating income ; 3,744 2,084 3.184 2,580
Net Income (Loss) 3817 {4,890) (4,586) ©{6,733)
Net]hcame{loss}Pé?AVerage : E :
- __CommonShare 8B s (2 s (299 0§ (40
Comimon Stock® ‘ ' : '
- Market Price ; : . )
High _ ; $17% $17% 817 5 16%
~ Low - L 113% 13% 13 , 13%
. Clgss B Stoek* : e ‘
BidPrice* : .
High : , $ 19% $ 19% $ 18% $ 17%
Low o ; SR 15 6 16% 141,
~ Revenuesand sales 547,660 $48.023 $51.010 $53.680
Operating income 6744 4,819 - 5401 1,262
Net Loss (134) (2,268 2422y  (5.119)
Net Loss Per Average Common Share S 0D S (S (S § (30
Comnion Stock® ‘ s - T
Market Price : ' : '
High , $ 2% $ 20% s2 $ 16
- Low 16% 16% 14 1%
Class B Stock ~ : '
“Bid Price .
High o Syt 8026 $.23% $ 23 $18
Low . v 19 19y 17 16

*The Company's stock prices are quoted from the National Association of Securities Dealers, Inc. monthly statistical
teport. , ;

{1} ‘The first, second and third quarcers of 1991 have been réstated ta ceflect the correction of the valuation assigned to certain
cellular assets acquired. This correction reducad third quarter restlts by $3:238,000 (.20 per average common share) of which
$1.009.000 (5.06 per average common share) and $540,000 ($.03 per average common shiare) is associated with the first and

" second quarters of 1991. In addition, $679.000 or $.04 per average common share is associated with 1990, - -

(2) Metincome for the first quarier of 1991 reflects a gain on the disposal of a business segment for $8,001,000 or $.49 per average
commion share, This amountwas reduced int the third quartet by $978,000 o $.06 per averagé cominon share by Pennsylvania
tax law changes. These changesinclided, among other negative factors, the elimination of prior net operating loss carryforwards.

{3) "The firstand third quatters of 1991 reflect higher costs associated with stock appreciation rights (SARs). Accordingly, results
were reduced by $632.000 anid $426.000 ot $.04 arid $.03 per average common share, respectively. The net loss for the second
quarter of 1991 reflects fower costs associated with SARs for $442,000 or 5,03 per average common share. ‘

{4) Netloss for the third quarter of 1991 was favorably impacted by $880,000 associated with interstate toll revenue settlement,

- adjustments. Included in this ammount are $105,000, $103,000, $470,000 and $170,000 relating to the first and second quarters of
1991 and the years 1990 and 1989, respectively. ‘ , ) o

(5) 1990 results have been réstated to reflect a discontinied operation (see Note 2). Net loss reflects income of 331,000 and
$469.000 ($.03 per average common share) {or the first and fourth quarters of 1990, and Josses of $436,000.(5.03 per average
comimon share) and $413,000 (.03 per average commonshare) for the second and third quarters associated with the discontinued
operation. - : : '
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' Reporcof Mansgoment

" shanagement of C-TEC Corporation.

~ which is comprised exclusively of directors who are not office

"/ James E. Bogdan (/
it Vide Presideutt~ o
. Chief Financial Officer

© Tothe Shareholders of C-TEC Corporation:

- February 28,1992

The integrity and obj’eéﬁ%vitiof the iih"aﬁcialinform‘aﬁan presented iﬁthishnnﬁél re;jort is the responsibility Qf the -

< accountability for Company operations and assets. To this end,

The financial statements report on management

" managément maintains asystem of internal conitrols and procedures designed to provide reasonable assurance that
' the Company's assets are protected and that all transactions ate accounted for in conformity with gerierally accepted -
.- accounting principles. The system includes documented policies and guidelines, augmented by a comprehensive
" program of internzl and independent audits conducted to monitor overall accuracy of financial information and

compliance with established procedures.

" Coopers & Lybrand, independent accountants, conduct ateview of internal accounting controls o the exteat
.~ required by generally accepted auditing standards and perform such tests and procedures as they deem necessary 10
arrive atan opinion on the fairness of the financial statements presented herein. S T

T Board of Directors meets its responsibility for the Company's financial statements through its Audit Committee
: 15 or employees of the Company. The Audit Committee
recommends to the Board of Directors the indépendent auditors for election by the shareholders. The Committée

 also meets periodically with management and the independent and internal auditors 1o review accounting, auditing,

one with, and haveé access to, the Audit Commiitee. -

internal accounting controls and financial reporting mattess. Asa matter of policy, the internal auditors and the
independent auditors periodically meet al e

Report of Independent Accountants |

" We have audited the accompanying consolidated balance sheets of C-TEC Corporation and Subsidiariesasof

. Decentber 31,1991 and 1990, and the related conisolidated statements of operations, common shareholders’ equity -
- and cash flows for each of the three years in the period ended December 31, 1991, These financial statementsarethe
responsibility of the Comipany's management. OQur responsibility is to express an opinion on these financial statements -

based on our audits. -

We conducted ur audits in accordance with gemny accepted auditing standards. Those standards require that

‘we plan and perform the audit to obtain reasonable assurance about whiether the financial statements are free of

"+ 'material misstatement. An audit includes examining, on a test basis, eviderice supporting the amounts and disclosures
. in the financial statements. Anaudit also includes assessing the accounting principles used and significantestimates =
made by menagement, as well as evaluating the overall financial statement presentation. We believe thatour audits

- provide areasonable basis for our opinion.

~ Inouropinion, the financial staternents referred to above present fairly, in all material respects; the consolidated

financial position of C-TEC Corporation and Subsidiaries as of December 31, 1991 and 1990, and the consolidated
results of their operations and their cash flows for each of the three yearsin the period ended December 31, 199¢in

 conformity with generally accepted accounting principles.

2400 Eleven Penn Center
Philadelphia, Perinsylvania
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C-TEC CORPORATION
C-TEC Corporation is a diversified
telecommunications and high tech-
nology company that provides
telephone, cable television, mobile,
long-distance and cotumunications
services to a broad range of customers.

CABLE

C-TEC Cable Systems, one of the top
50 muitiple system operators, serves
over 207,300 cable television
subscribers throughout New York,
Nevw Jersey, Pennsylvania and -
Michigan.

MOBILE SERVICES

- The Mobile Services Group comprises

Cellular Plus, which offers cellular
telephone service in eight counties
in Northeastern and Central Pennsyl-
vania as well as fowa City and 24
sufrounding counties in Iowa; and
Paging Plus, which provides telephone
answering and paging services
throughout Eastern Pennsylvania.
TELEPHONE

Commonweaith Telephone Company
provideslocal telephone service to
more than 196,000 custorers in
twenty counties throughout Eastern
Pennsylvania. Commonwealth is the

-20th largest of the 1,370 telephone

companies.in the United States.

LONG-DISTANCE
Commonwealth Long Distance
Company provides various long-
distance telephone services to
customers in Eastern Pennyslvania.

COMMUNICATIONS SERVICES

' Commoriwealth Communications

provides network engineering,
integration and mandgement,
communications facilities
management and premise wiring and
campus distribution systéms to
diverse clients throughout the
United States. The company also
seils, installs and maintains

business communications systems on
aregional basis.
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‘ORPORATION

'PA Corp.)

{

‘li APPENDIX B-1 o ‘ID

C-TEC CORPORATION
ORGANIZATION

THE TELEPHONE GROUP

) Commonwealth Telephone Company (PA)_ |

| PHE CABLE TELEVISION GROUP

C-TEC Cable Systems
Northeast, Inc. (PA Corp.)

"C-3EC Cable Systems
Midwest, Inc. (PA Corp.}

“T-TEC Cable Systems, Inc.
(DEL Corp.) A "

“C-TEC Cable Systems Of |
New York, Inc. (PA Corp.)

|

Comvideo Systems, Inc. (PA COLpP.) |

C-TEC Cable Systems Of
_Michigan, In¢. (PA Corp.)

C-TEC Cable Systems of
_Pennsylvania, Inec. (PA Corp.)

“T-TEC cable system services, Inc.
{PA Corp.) _ .

THE COMMUNICATIONS GROUP _

~]_Commonwealth Communications, Inc. (PA Corp.J_|

THE MOBILE SERVICES GROUP ’ -

See Attache

THE INFORMATION SERVICES GROUP

C~TEC Intormation Services Company
(PR Corp.) i

 THE REAL ESTATE HOLDING GROUP

. SRHC [ Inc & .\ PA COZP.

| THE AIR TRANSPORTATION GROUP

I TEC ALr, inc. (PA COTD.)

~ THE LONG DISTAKCE GROUP

| Commonwealth Long Distance Comgany (PA Corp.} |
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John G. Alford, Seérétary

g N I ST SECRETARY'S BUREAU
§Aol.’u§iic3gggllty Commission , {nfornation Control Division

North Office Bulldlng ,
Harrisburg, PA 17120

Re: Application for Approval to Transfer 100% of the
Outstanding Common Stock of Commonwealth Telephone
Ccompany Held by CTEC Corporation
Docket No. A-310800F5000

Dear'Secretary Alford:

Pursuant to Secretarlal Letter dated May 21, 1892, enclosed
herewith please find an original and two (2) coples of Proofs of
Publlcatlan.for the above captioned matter.

 Should you have any questions regarding this matter, please
centact me. ,

5

Sihc reiy,

! ARENSBERG, P.C.

JOHN M. QUAIN
JMQ:das

-~ Enclosures
ctec.alford2.ltr

HARRISBURG OFFICE 116 PINE STREET HARRISBURG, PENNSYLVANIA 17101 772382900  FACSIMILE 717-298-2647

1200 Pitsburgh Nationat Building - Pitishurgh, Pennsylvania 15222 #25661212
Auport Professional Office Center 1150 Thorn Bun Hoad Extension ~ Coraopolis, Pennsylvania 15108 - 4122523730
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John G. Alford, Secretary B ,
- PA Public Utility Commission - SECRETARY!S. BUREAU
P.0O. Box 3265 : : Information Gontrol Division
- North Office Building :
Harrisburg, PA 17120

 Res A@pllcatxon for Approval to Transfer 100% of the
. oOutstanding common Stock of Commonwealth Telephone\
Company Held by CTEC COrporatlon
Docket No. A-310B800F5000

Dear'Secretary Alford:

Pursuant to Secretarial Letter dated May 21, 1992, enclosed
herewith please find an original and two (2) copies of Proofs of
ePubllcatlon for the above capticned matter.

Should you have any questions regardlng this matter, please
- contact me. : :

Sihc rely,

KER ARENSBERG, P.C.

JOHN M. QUAIN
JMO:das
Enclosures.
ctec.alford2.1ltr

. HARRISBUBG OFFICE 116 PINE STREET HARRISBURG, PENNSYLVANIA 17101 717»23&2900" FAGSIM!LE717-236-2647

1200 Pitsburgh National Building  Piftsbuigh, Pennsylvania 15222 412.566:1212
Aupcﬂ Professionat C}fﬁce Center - 1150 Thorn Run Road Extension  Coraapofis, Pennsylvama 15108 412-262-3130
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Commonwealth of Pennsylvania
Bradtford County

Perscmaily appeared before me this eleventh day c-f June A.D.

! 1992, Bonnie L. Isaacs, who being duly sworn dath depose a;md say that
she is the Office Manager of the—DAILY'REVIEw, & da;ly newspaper aof
general circulation established in 1879, published in the Barcugh of
Towanda, county aforesaid, and that the notice hereto attached is

exactly as was prznted in said paper once a day far tUO ‘day(s} pricr
to this date, vize June L and June 8, 1992, :

_The affiant is not interested in the subject matter of the notice
ar advertising,; and that all of the allegatxons of the statement as

to the time, place, and character of publication are true.
TR

chnxe L.t Isaacs o
Office Manager

. Bworn and subscribed before
mey thig eleventh day of June,
A.D. 1992 ‘
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fo Proof of Pubhcahbn

B T he Times Leader

{Under Act No. 587, approved May 16th, 1929)

STATE OF PENNSYLVANIA,
- COUNTY OF LUZERNE. ’

‘K.at.hl‘ee.n. Sweetra. ... being duly sworn according to law, deposes and says

that gg is bookkeeper for the Times Leader of Wilkes-Barre, Pa., a daily newspaper published in the city
of Wilkes-Barre, County of Luzerne and State aforesaid, by THE WILKES-BARRE TIMES LEADER;

that the said TIMES LEADER was established in 1939, and that the printed notice for publication
hereto attached is exactly as printed in the regular editions of the TIMES LEADER on the following

dates, viz:

»

May 30, 1992
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Affiant further deposes and says that the TIMES LEADER is a newspaper of general ¢irculation, and
that neither the affiant nor the TIMES LEADER is interested  in the subject matter of the aforesaid
" notice or advertisement, and that all allegations in the foregoing statement as to time, place and
character of publication are true. ;
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‘Pubhshers Recexpt for Advertlsmg Costs:

The TIMES LEADER a neWSpaper of general circulation, hereby acknowledges receipt of the costs
- as above and certxfxes that the s‘ me have been duly paid.

JB’%& 2582  The Times Leader




- STATE OF PENNSYLVANIA,

~that he

. | - Proof of Pubhcahon

The Times Leader

- (Under Act No. 587, approved May 16th,1929)

§8:

COUNTY OF LUZERNE.

.Kathleen Sweetra bemg duly sworn accordmg to law, deposes and says

he‘s bookkeeper for the Times Leader of Wilkes-Barre, Pa., a daily newspaper pubhshed in the city

«of Wilkes-Barre, County of Luzerne and State aforesaid, by THE WILKES-BARRE TIMES LEADER;

‘that the said TIMES LEADER was established in 1939, and that the printed notice for publication

hereto attached is exactly as printed in the regular editions of the TIMES LEADER on the followmg
dates, viz: ;

June 19, 1992 .

Affiant further deposes and says that the TIMES LEADER is a newspaper of general cxrﬂculatxon and
that neither the affiant nor the TIMES LEADER is interested in the subject matter of the aforesaid

‘notice or advertisement, and that all allegations in the foregoing statement as to time, place and
- character of publication are true. '
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Fcr pubhshmg ‘attached notice on above  stated dates - - - - - -3 .. B P RLT

Pubhshers Receipt for Advertlsmg Costs:

The TIMES LEADER, a newspaper of general circulation, hereby acknowledves recelpt of the costs
as above and certlfxes ti;at theqsame have been duly paid. L




SUBJECT:

- TOs

FROM:

G Activity £
R AT - safety &
- ‘ Bureau:

COMMONWEALTH OF PENNSYLVANTA
Novembar 5, 1993

Cases With No Activity for 6 Months or Longer

Agnes,Brewster, Supervisor
Docket Section

‘Becretary’s Bureau

Deborah D. Singer, AdministratéiS“

‘Bureau of Safety & Compliance

The following cases which appeared on the Cases with no
or Six Months or Longer list are incorrectly assigned to
Compliance and should be reassigned to the indicated

Appropriate

| Case Bureau
A-00022583C0000 ‘Should be reassigned

-~ Yellow Limousine
Service, Inc.

A-00102956C8701
PGH-Johnstown~-Altoona
Express

2A~00103281M9108
Metro Transportation
Company

A-00106168M9301 |
Perry J. Cab Company, Inc.

to Law Bureau due to
bankruptey issue
(See computer)

Formal'CDmplaint—
should be assigned
to ALJ

Assigned‘to Law_Bureau
4/30/92
(See computer)

 Answer filed 3/1/93-

should be reassigned
to ALJ for hearing

~ {(See computer)
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Agnes Brewster
Page 2
Ncwember 4, 1993

A=00107486C9001 . Formal Complaint-

Chariots of Fire Messenger should be asslgned
& Delivery SerV1ce ~ to ALJ
' C-00913620 SAC referred to
- Phoenix Shuttle Service, Inc. Law Bureau 10/23/92"

(Document in file)

C-00924472 ' Law memo to Sec.

Peachey, Joseph ' reassigning case

to ALJ for hearing

///’/// (See computer)

A-310800F5000 ' Securities case~

R -Commonwealth Telephone Co. should be reassigned
v : R , to 0SA due to
L ‘ : freass1gnment of

i ‘ I ‘ ~ Securities section
EUE S : ‘ to that Bureau

V
?

Please contact me at 7-6382 with any'questions;

 cc' Kenneth E. Nicely
KEN‘DDS/smh/Q '




