


REPORT OF OPERATIONS

In this rapidly changing communications environment, broadband is becoming critical to everyday life.
The LICT companies are working to ensure that our customers have access to broadband services that are
essential not only for work but to improve their quality of life in rural America. As part of this effort,
2009 was a year of significant improvement for our broadband capabilities and subscribership at all
locations, with expectations of continued growth in 2010.

The Quad Cities area is growing and Central Scott is growing with it, including the addition of a new
CEO, Donn Wilmott in February, 2010. Initiatives are in place both inside our territory and outside its
borders for the cities of Bettendorf and Davenport, lowa to improve and expand our broadband service
capabilities. Continued growth and exceptional quality of service make Central Scott a leader in these
marketplaces. We are a local facilities-based provider, both within and outside of our franchised
telephone territory, which allows Central Scott to offer attractive alternatives to our customers. We are
aggressively pursuing our ongoing efforts to bring new and innovative services, along with superior
customer service, to the Quad Cities area. This approach gives us an edge on the competition and sets the
stage for further success.

2009 was a banner year as CentraCom achieved over 60% penetration of broadband within their RLEC
territory. The company has been installing cable modem and cable digital voice service in their video
service area, with over 750 new customers in 2009. In addition, CentraCom has been installing
broadband connections to anchor institutions in connection with the Utah Education Network throughout
Utah. CentraCom continues to support our communities through worthwhile community service
projects. The company employees sponsored the first-ever rural Utah Junior Achievement program at
Fairview Elementary School. Volunteers from the company taught classes K — 6 about business and how
it works in the community. This is a proven program that teaches and helps stimulate entrepreneurism at
an early age. Eddie Cox also chaired a successful fundraising effort to save and rebuild the historic
Fairview Dance Hall. $1.6 million was raised and construction is underway.

Western New Mexico also enhanced its management team by adding Dom Bianco as the new President
& General Manager and adding a Marketing Manager. Jack Keen remains CEO and Chairman of the
Board, and the company’s personnel additions were made to accelerate entrance into new competitive
opportunities. Under Jack’s leadership, Western New Mexico was successful in achieving a 30%
improvement in broadband customers from 12/31/2008 to 12/31/2009. It implemented numerous
operational processes and efficiencies to streamline operations, and it created a career succession plan and
management development plan to identify and mentor future potential leaders of the business.

DFT Communications is pleased to report that in 2009 Chairman Robert A. Maytum was inducted into
the New York State Telecommunications Hall of Fame. In addition, the New York State Public Service
Commission issued DFT and Cassadaga service commendations for providing excellent service.
Contributing to the local communities continues to be a high priority, and DFT employees participated in
a community benefit fundraiser for the Northern Chautauqua Community Foundation for local
community projects and non-profit agencies. DFT’s focus is on CLEC line growth and broadband service
provisioned in ways that best fit the customer. The success of this focus is evidenced by the fact that,
despite significant competition, DFT successfully grew DSL penetration to 51%. The tradition of
community service is alive and well as DFT Communications and its employees continue to give back
time, talents and financial support to several organizations throughout the community. Through the DFT
Communications Community Betterment Fund, a number of organizations benefitted during the 2009
giving season.

Supporting our local communities is also an important part of our Cal-Ore operation, in addition to
installing DSL and CLEC lines. The Cal-Ore Walking Team participated in the Klamath Falls, Oregon
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March of Dimes event, to which Cal-Ore made a financial contribution and provided a primary
sponsorship. Raising funds for breast cancer awareness and research is a worthy cause the employees and
company support through Norma’s Challenge Golf Tournament, and Cal-Ore’s construction crew
provided Butte Valley Ambulance assistance with its new ambulance building.

J.B.N. Telephone Company experienced an extremely difficult winter; however, those winter storms,
once again, showed our customers that providing high quality, reliable service is what we do best. Our
communications service was reliable despite record-setting snow and weather that had not been seen in
decades. During 2009, J.B.N., through its affiliation with Giant KFN Holding Company, also became a
founding member of the Kansas Fiber Network, a statewide fiber network created and owned by 30
Kansas RLECs. The Kansas Fiber Network will allow JBN to realize substantial cost savings, and should
ultimately generate significant revenues for JB.N.

Upper Peninsula Telephone Company (“UPTC”) and its subsidiary, Alpha Enterprises had a stellar
year in 2009. DSL penetration of primary access lines grew from 34% in 2008 to 42% in 2009. UPTC
now has 100% of primary access lines DSL-enabled. UPTC continued to reduce operating costs and
improve quality of service by interconnecting strategic exchanges with a new Internet provider that has
improved Internet throughput for our clients. We made investments in our employees through
empowerment, cross-training, enhanced alignment with tactical goals, and implementation of a quality
feedback system. UPTC also put into operation a new wholly-owned subsidiary for our four Lower
Peninsula exchanges called Michigan Central Broadband Company to better focus on the needs of our
clients in the region. In 2010, we will continue to focus on improving network topology and customer
service, and introducing new products to meet the needs of all our customers. In addition, UPTC has
continued to support the communities we serve by giving back to the community through its sponsorship
of the Carney Round-Up Rodeo, the Carney-Nadeau High School Senior Send Off, and Volunteer Fire
Fighters’ fundraisers for the Lake Gogebic and Hermansville communities.

2009 marked Haviland Telephone Company’s achievement of a level of over 60% penetration of
broadband. Many customers’ broadband speed was upgraded during the year, including for most of our
educational customers. And as our customers’ demands for bandwidth continue to increase, Haviland will
be able to accommodate them for some time into the future because of equipment upgrades accomplished
during 2009. New softswitches were installed to replace our legacy switching system to provide new
customer features including VVoice-over-Internet-Protocol (VolP) in a more energy efficient manner. We
continued replacing the unlicensed wireless equipment, part of which was destroyed during the
Greensburg tornado, with a highly-capable Wi-Max wireless broadband system, and we anticipate being
able to provide even higher speeds in the future with minimal upgrades.

Bretton Woods Telephone Company (“BWTC”), along with its unregulated affiliate WorldSurfer,
Inc., also had a memorable year. They commenced the provision of IPTV service, and were successful in
obtaining a stimulus grant from the Rural Utilities Service under the American Reinvestment and
Recovery Act. With this grant, in the amount of $985,000, existing BWTC copper facilities will be
upgraded to fiber-to-the-premise, providing greatly expanded and improved broadband service to our
customers.

And returning our focus to the Midwest, Belmont and Cuba City Telephone Companies have added a
new CLEC division to their non-regulated company, LaGrant Connections. They have successfully
managed the development of CLEC operations in the city of Dubuque, lowa, in conjunction with Central
Scott. We now provide nearly 150 lines to CLEC customers in Dubuque and we have further
opportunities for growth in Dubuque. In addition, preparing for future customer needs, Belmont and
Cuba City made a significant expansion of their broadband connectivity in 2009 which will enable them
to more effectively and efficiently meet the growing needs of their customers.
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