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Independent Auditor’s Report 
 
 
The Board of Directors 
Clay County Rural Telephone Cooperative, Inc. 
d/b/a Endeavor Communications 
Cloverdale, Indiana 
 
 
Report on the Consolidated Financial Statements 
We have audited the accompanying consolidated financial statements of Endeavor Communications, 
which comprise the consolidated balance sheets as of September 30, 2020 and 2019, and the related 
consolidated statements of operations, equities and cash flows for the years then ended, and the 
related notes to the consolidated financial statements. 
 
Management’s Responsibility for the Consolidated Financial Statements 
Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of America; 
this includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits. We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the consolidated financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due 
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the 
entity’s preparation and fair presentation of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An 
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of 
the consolidated financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Endeavor Communications as of September 30, 2020 and 2019, and 
the results of its operations and its cash flows for the years then ended in conformity with accounting 
principles generally accepted in the United States of America. 
 

 
 
Sioux Falls, South Dakota 
March 24, 2021 
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Endeavor Communications
Consolidated Balance Sheets 

September 30, 2020 and 2019 

2020 2019

Assets

Current Assets
Cash and cash equivalents 8,007,051$      8,656,210$      
Accounts receivable, net 8,490,319         2,067,077         
Lease receivable 295,450            -                         
Income taxes receivable -                         18,594              
Inventory 4,296,857         1,401,446         
Other current assets 679,516            723,154            

Total current assets 21,769,193      12,866,481      

Investments and Noncurrent Assets
Certificates of deposit 100,000            100,000            
Investment - Indiana Fiber Network, LLC 1,368,171         1,368,171         
Investment - Indiana Video Network, LLC 147,276            143,950            
Other investments 2,477,895         415,510            
Deferred income taxes 23,712              33,451              
Goodwill, net of accumulated amortization 16,553,111      65,084              
Intangibles 1,859,196         -                         
Lease receivable 1,060,728         -                         

Total investments and noncurrent assets 23,590,089      2,126,166         

Property, Plant and Equipment
In service 121,272,399    107,912,900    
Under construction 2,717,205         1,157,794         

Total investment in plant 123,989,604    109,070,694    
Less accumulated depreciation (54,497,936)     (49,094,266)     

Net property, plant and equipment 69,491,668      59,976,428      

114,850,950$  74,969,075$    
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Endeavor Communications
Consolidated Balance Sheets 

September 30, 2020 and 2019 

2020 2019

Liabilities and Equities

Current Liabilities
Current portion of long-term debt 3,825,313$      1,093,168$      
Accounts payable 6,571,643         938,721            
Patronage capital credits payable 582,513            465,167            
Accrued income taxes 65,182              -                         
Accrued taxes other than income taxes 767,510            860,629            
Customer deposits 120,417            134,968            
Deferred revenue 637,324            115,517            
Other current liabilities 3,920,864         865,115            

Total current liabilities 16,490,766      4,473,285         

Noncurrent Liabilities
Long-term debt, less current portion 23,934,426      603,010            
Deferred revenue 222,692            112,091            
Other noncurrent liabilities 1,416,675         -                         

Total noncurrent liabilities 25,573,793      715,101            

Equities
Patronage capital 48,605,342      44,748,093      
Other equities 24,181,049      25,032,596      

Total equities 72,786,391      69,780,689      

114,850,950$  74,969,075$    
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Endeavor Communications
Consolidated Statements of Operations 

Years Ended September 30, 2020 and 2019 

2020 2019

Operating Revenues
Local network 1,286,409$      2,031,271$      
Network access 12,432,746      11,810,544      
Internet 6,843,452         6,001,009         
Video 2,696,182         3,403,422         
Technology sales and services 10,993,285      496,607            
Other nonregulated 3,622,597         2,884,877         
Miscellaneous 225,865            287,606            

Total operating revenues 38,100,536      26,915,336      

Operating Expenses
Cost of technology sales and services 7,260,498         223,359            
Plant specific operations 5,372,536         5,254,109         
Plant nonspecific operations 2,116,271         2,063,081         
Video programming 2,424,399         3,070,461         
Customer operations 4,668,338         2,204,385         
Corporate operations 3,842,043         2,381,103         
Depreciation 6,650,663         6,270,243         
Operating taxes 590,210            675,985            

Total operating expenses 32,924,958      22,142,726      

Net Operating Margin 5,175,578         4,772,610         

Other Income (Expense)
Investment income 166,240            281,068            
Gain on disposal of assets 40,062              382,786            
Amortization (575,831)           (5,277)               
Interest expense (469,154)           (194,717)           
Other nonoperating (25,119)             (31,757)             

Total other (expense) income (863,802)           432,103            

Net Margin Before Income Taxes 4,311,776         5,204,713         

Income Tax Expense (Benefit) 217,586            (13,002)             

Net Margin 4,094,190$      5,217,715$      
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Endeavor Communications
Consolidated Statements of Equities 

Years Ended September 30, 2020 and 2019 

Other Equities
Patronage Other Education and

Capital Capital Community Fund Total

Balance, October 1, 2018 43,015,187$           23,020,070$           50,000$                   66,085,257$           

Allocation of calendar year margins 3,740,051                (3,764,410)              24,359                     -                                

Net margin -                                5,217,715                -                                5,217,715                

Retirements of patronage capital (2,007,145)              509,221                   -                                (1,497,924)              

Disbursements from education 
and community fund -                                -                                (24,359)                    (24,359)                    

Balance, September 30, 2019 44,748,093             24,982,596             50,000                     69,780,689             

Allocation of calendar year margins 5,071,310                (5,094,853)              23,543                     -                                

Net margin -                                4,094,190                -                                4,094,190                

Retirements of patronage capital (1,214,061)              149,116                   -                                (1,064,945)              

Disbursements from education 
and community fund -                                -                                (23,543)                    (23,543)                    

Balance, September 30, 2020 48,605,342$           24,131,049$           50,000$                   72,786,391$           
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Endeavor Communications
Consolidated Statements of Cash Flows 

Years Ended September 30, 2020 and 2019 

2020 2019

Operating Activities
Net margin 4,094,190$      5,217,715$      
Adjustments to reconcile net margin to
  net cash from operating activities

Depreciation and amortization 7,226,494         6,275,520         
Gain on sale of assets (40,062)             (382,786)           
Gains from equity investments (3,326)               (32,795)             
Patronage capital allocations from investments (24,387)             (32,687)             

Change in assets and liabilities
Accounts receivable (2,523,400)       963,497            
Inventory (808,882)           -                         
Other assets 99,420              (478,766)           
Lease receivable (sales type lease) (1,356,178)       -                         
Deferred income taxes 116,022            (13,002)             
Accounts payable 1,123,516         (53,272)             
Accrued and other liabilities 741,335            147,325            

Net Cash from Operating Activities 8,644,742         11,610,749      

Investing Activities
Purchase of property, plant and equipment, net (13,393,361)     (10,968,931)     
Proceeds from sale of assets 70,306              648,779            
Change in inventory used for construction (682,363)           79,285              
Cash (paid for) received from business acquisition (18,367,592)     4,409                
Proceeds from other investments 17,558              14,041              
Purchases of other investments (2,055,556)       (111,111)           

Net Cash used for Investing Activities (34,411,008)     (10,333,528)     

Financing Activities
Advances on long-term debt 26,912,056      1,111,111         
Principal payments on long-term debt (848,495)           (81,440)             
Disbursements from education and community fund (23,543)             (24,359)             
Retirements of patronage capital (922,911)           (1,451,258)       

Net Cash from (used for) Financing Activities 25,117,107      (445,946) 

Net Change in Cash and Cash Equivalents (649,159)           831,275 

Cash and Cash Equivalents, Beginning of Year 8,656,210         7,824,935         

Cash and Cash Equivalents, End of Year 8,007,051$      8,656,210$      
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Endeavor Communications
Consolidated Statements of Cash Flows 

Years Ended September 30, 2020 and 2019 

2020 2019

Supplemental Disclosure of Cash Flow Information
Cash payments for interest 309,320$          194,717$          

Net cash payments for income taxes 27,407$            -$                       

Business acquisition
Current assets, net of cash 4,037,689$      240,173$          
Deferred income taxes 106,283            20,449              
Goodwill 17,063,858      70,361              
Intangibles 1,859,196         -                         
Property, plant and equipment 454,643            62,735              
Current liabilities (1,406,464)       (104,421)           
Deferred revenue (659,338)           (282,381)           
Long-term debt -                         (11,325)             
Contingent liability (3,088,275)       -                         

Net cash paid (received) 18,367,592$    (4,409)$             

Supplemental Disclosure of Noncash Investing Activities
Accounts payable incurred for purchases of

property plant and equipment 4,153,148$      476,810$          
Accounts receivable for reimbursement of 

property plant and equipment costs 2,396,642         1,068,447         
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Endeavor Communications
Notes to Consolidated Financial Statements 

September 30, 2020 and 2019 

Note 1 - Summary of Significant Accounting Policies 

General 

Clay County Rural Telephone Cooperative, Inc. d/b/a Endeavor Communications (the “Cooperative”) is a 
provider of telecommunications exchange, local access, long distance, internet, video and security services to 
customers in a service area located in central Indiana. The Cooperative, through its subsidiaries, also provide 
managed information technology (IT) solutions, hardware and software sales and other IT related solutions for 
customers. 
 
The Cooperative follows the Federal Communications Commission’s (FCC) Uniform System of Accounts for Class 
A and B Telephone Utilities as required by the Rural Utilities Service (RUS). 
 
Rates charged to customers for local services are established by the Board of Directors. Toll and access rates are 
subject to state and FCC regulations. 
 
Principles of Consolidation 
 
The consolidated financial statements include the accounts of Clay County Rural Telephone Cooperative, Inc. 
and its wholly owned subsidiaries, Vertical Integrated Applications, LLC and Synergetics DCS, Inc. All significant 
intercompany transactions have been eliminated in the consolidation. 
 
Cash and Cash Equivalents 
 
For purposes of reporting cash flows, the Cooperative considers all cash deposits with an original maturity of 
three months or less to be cash and cash equivalents. 
 
Accounts Receivable 
 
The Cooperative’s revenue contracts provide it with the unconditional right to consideration upon delivery of 
services to its customers; therefore, a receivable is recognized in the period the Cooperative provides various 
services to its customers. The unconditional right to consideration is represented by contract receivables which 
are presented on the consolidated balance sheet as accounts receivable. 
 
Accounts receivable are uncollateralized customer obligations due under terms established by the Board of 
Directors. Past due balances are subject to disconnection of service. The carrying amount of accounts receivable 
is reduced by an amount that reflects management’s best estimate of amounts that will not be collected. 
Management individually reviews all notes receivable and accounts receivable balances that exceed 90 days 
from invoice date and based on an assessment of current creditworthiness, estimates the portion, if any, of the 
balance that will not be collected. Allowances for uncollectible accounts receivable were $58,872 and $67,346 as 
of September 30, 2020 and 2019, respectively. 
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Endeavor Communications
Notes to Consolidated Financial Statements 

September 30, 2020 and 2019 

The beginning and ending balances for customer accounts receivable and unbilled revenues, net of allowances 
for doubtful accounts, and contract liabilities were as follows for the years ended September 30, 2020 and 2019: 

September 30, September 30, October 1,
2020 2019 2019

Customer receivables
Billed 7,645,062$      1,369,093$      288,767$          
Unbilled 32,381              37,637              41,960              

Total customer receivables 7,677,443$      1,406,730$      330,727$          

Contract liabilities
Customer deposits 120,417$          134,968$          74,410$            
Deferred revenue 860,016            227,608            28,408              

Total contract liabilities 980,433$          362,576$          102,818$          

Materials and Supplies 

Materials and supplies are stated at the lower of average cost or market, except for material held for resale 
which is stated at the lower of actual cost or net realizable value. 

Investments 

The Cooperative classifies its debt securities into held-to-maturity, trading, or available-for-sale categories. Debt 
securities are classified as held-to-maturity when the Cooperative has the positive intent and ability to hold the 
securities to maturity. Held-to-maturity securities are recorded as either short-term or long-term on the 
consolidated balance sheets based on contractual maturity date and are stated at amortized cost. Premiums and 
discounts on investments in debt securities are amortized over the contractual lives of those securities using the 
straight-line method, which are recognized as adjustments to interest income. Gains or losses on held-to-
maturity securities are recognized only upon realization using the specific identification method. 
 
Debt securities that are bought and held principally for the purpose of selling them in the near term are 
classified as trading securities and are reported at fair value, with unrealized gains and losses recognized in 
earnings. Debt securities not classified as held-to-maturity or as trading are classified as available-for-sale and 
are carried at fair market value, with unrealized gains and losses, net of tax, included in the determination of 
comprehensive income and reported as a separate component of equity. At September 30, 2020 and 2019, the 
Cooperative had no investments in debt securities classified as trading or available-for-sale. 
 
The Cooperative’s investments in subordinated certificates with Rural Telephone Finance Corporation and 
certificates of deposit are classified as held to maturity and valued at amortized cost, which approximates 
market value. 
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Endeavor Communications
Notes to Consolidated Financial Statements 

September 30, 2020 and 2019 

Investments in equity securities with readily determinable fair values, except those accounted for using the 
equity method of accounting, are measured at fair value in the consolidated balance sheets. Investment income 
or loss on equity securities measured at fair value (including realized and unrealized gains and losses on 
investments, interest, and dividends) is included in net margins. Investments in equity securities without readily 
determinable fair values are measured at cost (including patronage allocations) minus impairment and adjusted 
for any observable price changes in orderly transactions of identical securities or similar securities of the same 
issuer. Investments in equity securities without readily determinable fair values are considered annually for 
indicators of impairment. There were no impairment indicators for the years ended September 30, 2020 and 
2019. 
 
Goodwill 
 
Goodwill represents costs in excess of purchase price over the fair value of the assets of businesses acquired, 
including other identifiable intangible assets. The Company adopted Accounting Standards Update (ASU) 2014-
02, Intangibles- Goodwill and Other: Accounting for Goodwill during the year ended September 30, 2019. This 
accounting alternative allows management to elect to amortize goodwill over a 10-year life. In accordance with 
the adoption of this accounting alternative for goodwill, the Cooperative also elected to test goodwill for 
impairment, upon the occurrence of one or more triggering events, at the reporting unit level. As of September 
30, 2020 and 2019 the carrying value of the Company’s goodwill was not considered impaired.  
 
Intangibles 
 
Intangibles consist of a trade name associated with an acquisition. The Cooperative performed an analysis at the 
acquisition date and determined that there were no regulatory, contractual, competitive, economic, or other 
factors that limited the useful life of the trade name at that time. Therefore, the Cooperative treats the trade 
name intangible asset as an asset with an indefinite life. As such, the intangible asset will not be amortized and 
will be tested for impairment. As of September 30, 2020, the carrying value of the Cooperative’s trade name was 
not considered impaired. 
 
Property, Plant and Equipment 
 
Additions to communications plant are recorded at cost and accounted for using group methods consistent with 
regulatory requirements. The cost of additions to plant includes contracted work, direct labor and materials, and 
allocable overheads. When units of the communications plant is retired, sold, or otherwise disposed of in the 
ordinary course of business, their average book cost less net salvage is charged to accumulated depreciation. 
Repairs and replacements and renewal of items determined to be less than units of property are charged to 
maintenance. 
 
Property, plant and equipment owned by the subsidiaries is accounted for on an individual basis. When 
subsidiary property, plant and equipment are sold or retired, the original cost and accumulated provision for 
depreciation are removed from the accounts and any gain or loss recognized is recognized in the statement of 
operations. 
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Endeavor Communications
Notes to Consolidated Financial Statements 

September 30, 2020 and 2019 

Recoverability of Long-Lived Assets 
 
The Cooperative reviews its long-lived assets whenever events or changes in circumstances indicate the carrying 
amount of the assets may not be recoverable. If a review indicates that the carrying value of such asset is not 
recoverable as determined based on projected undiscounted cash flows related to the asset over its remaining 
life, the Cooperative would determine whether an impairment loss should be recognized. No impairment losses 
have been identified in the consolidated financial statements. 

Depreciation 

Depreciation is computed by applying composite rates to the monthly balance for all classes of property, plant 
and equipment except subsidiary property, plant and equipment depreciation which is computed by applying 
rates to each individual asset. 
 
Patronage Capital 
 
The Cooperative operates on a cooperative basis for the benefit of its members. As such, amounts received from 
providing telecommunications and information services in excess of the costs to provide those services are 
considered capital contributions and allocated to members in the form of patronage capital credits. Patronage 
capital credits are retired at the discretion of the Board of Directors. 
 
The long-term debt agreements with lenders contain restrictions on retirements of patronage capital. The 
restrictions are related in general to the Cooperative's adjusted net worth and assets as defined in said 
agreements. 
 
Fair Value Measurements 
 
The Cooperative has determined the fair value of certain assets and liabilities in accordance with generally 
accepted accounting principles, which provides a framework for measuring fair value. 
 
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an 
exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction 
between market participants on the measurement date. Valuation techniques should maximize the use of 
observable inputs and minimize the use of unobservable inputs. 
 
A fair value hierarchy has been established, which prioritizes the valuation inputs into three broad levels. Level 1 
inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting entity has the 
ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices included within 
Level 1 that are observable for the related asset or liability. Level 3 inputs are unobservable inputs related to the 
asset or liability. 
 
The fair value measurement guidance is applicable to the Cooperative for its goodwill impairment testing and 
the determination of the fair value of assets acquired in the current year business acquisition (Note 12). Fair 
value determinations for these assets and measurements were determined using significant unobservable 
Level 3 inputs.
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Endeavor Communications
Notes to Consolidated Financial Statements 

September 30, 2020 and 2019 

Revenue Recognition 

The Cooperative accounts for customer revenues under Accounting Standards Codification (ASC) 606, Revenue 
from Contracts with Customers. The Cooperative earns revenues from multiple sources. The Cooperative’s 
contracts with customers do not include a significant financing component. 
 
The following summarizes the revenue generated from contracts with customers and revenues outside the 
scope of ASC 606 for the years ended September 30, 2020 and 2019: 
 

2020 2019

End user revenues 15,474,978$    15,834,924$    
Carrier access billing revenues 573,800            577,200            
Technology sales and services 10,993,285      496,607 
Other contracted revenues 226,852            290,331            

Revenues from contracts with customers 27,268,915      17,199,062      

Other revenues (outside the scope of ASC 606)
Federal support revenues 10,831,621      9,716,274         

Total operating revenues 38,100,536$    26,915,336$    

End User Revenues 
End user revenues include revenues from residential and business customers for local telephone, internet, and 
video services. End user revenues also includes subscriber line charges billed to customers. The Cooperative’s 
performance obligation for these services is the promise to provide goods and services to customers. The 
Cooperative bills customers in advance and recognizes revenues over the period of time in which the customer 
simultaneously receives and consumes the services. End user goods and services are considered to be distinct as 
the customer can benefit from the goods and services either on their own or together with other resources that 
are readily available to the customer. The Cooperative’s promise to provide a good or service to the customer is 
separately identifiable from other promises in the contract. End user services are billed to customers based on 
the published rates and are often bundled together at a discounted rate. If goods and services are bundled 
together, the transaction price is allocated to the respective goods and services based on the rates at which 
each good or service is sold under standalone service rates. 
 
Long-distance revenues are billed in arrears as they are based on usage during the month. The customer 
simultaneously receives and consumes the benefits of service during the month, thus revenue is recognized over 
time. As such, each month the Cooperative estimates usage and recognizes the related revenue for any usage 
during the month which has not been billed. 
 
Carrier Access Billing Revenues 
Carrier access billing revenues are received from charges established to compensate the Cooperative for the 
origination, transport and termination of calls of long distance, wireless and other interexchange carriers. Carrier 
access revenues are billed at tariffed access rates for both interstate and intrastate calls and are recognized into 
revenue monthly based on the period the access was provided. 
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Endeavor Communications
Notes to Consolidated Financial Statements 

September 30, 2020 and 2019 

Technology Sales and Services
Technology sales and services revenues are received from customers for managed network services, hardware 
and software sales, cloud and hosting solutions, full-service computer installation, repair and service, and 
network design and maintenance. Revenues are recorded over time for monthly services or a point in time for 
nonrecurring items.
 
Other Contracted Revenues 
Other contracted revenues include directory and other miscellaneous revenues contracted monthly or annually 
and recognized over the term of the individual contracts. 
 
Federal Support Revenues 
The Cooperative’s network access revenues include settlements based on its participation in federal revenue 
pooling arrangements which are designed to promote widely available, quality telephone service at affordable 
prices in rural areas. Federal pooling revenues are not included within the scope of ASC 606. The revenue pools 
are administered by the National Exchange Carriers Association (NECA). 
 
In 2011, the FCC approved an Order on Intercarrier Compensation and Universal Service Fund (USF) reform and 
announced the issuance of a Further Notice of Proposed Rulemaking on long-term USF reform and transition 
toward a National Broadband Plan. In March 2016, the FCC released an Order and Further Notice of Proposed 
Rulemaking (FNPRM) that reforms the High Cost USF Program supporting rate-of-return carriers. The following 
changes have been implemented to modernize the program: 1) Annual Rate of Return Reduction from 11.25% 
to 9.75% (25 basis point reduction per year) beginning July 1, 2016; 2) Provides support for stand-alone 
broadband; 3) Requires broadband deployment based on the number of locations lacking service and the cost of 
providing service; 4) Requires allowances for capital investments and limits on operational expenses; and 5) 
Phases out support for areas served by a qualifying competitor. 
 
The 2016 order focused on the rate-of-return carriers and included specific changes to existing funding 
mechanisms as well as a new funding mechanism and provided rural communications providers with greater 
certainty about future support. The order included specific changes to existing funding mechanisms as well as a 
new funding mechanism and provided rural communications providers with greater certainty about future 
support. One of the major changes introduced by the 2016 Order is the creation of the A-CAM, a new CAF 
support mechanism for rate-of-return carriers. Rate-of-return carriers had the option to select the A-CAM option 
or continue relying on the legacy support mechanism as modified and renamed CAF-BLS. 
 
During 2019, an alternative A-CAM II support option was offered to companies receiving legacy rate-of-return 
support in which a company would receive equal annual payments over 10 years as a replacement of the legacy-
based support. Companies that accept this offer are required to meet certain broadband deployment targets 
and will incur penalties and repayment of support if the required commitments are not met. 
 
The Cooperative did not select either of the fixed support models. As such, they continue receive their support 
based on the legacy cost-based support mechanism. 
 
Pension Costs 
 
The policy is to fund pension costs accrued. 
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Endeavor Communications
Notes to Consolidated Financial Statements 

September 30, 2020 and 2019 

Advertising Costs 
 
The Cooperative expenses advertising costs as they are incurred. 

Income Taxes 

The Cooperative’s tax requirements are under Section 501(c)(12) of the Internal Revenue Code. The 
Cooperative’s tax status is determined by whether or not 85% or more of its revenues are member sourced as 
outlined by IRS rules. If the Cooperative meets the 85% requirement, it is a tax-exempt cooperative, and is 
subject to income tax only on net unrelated business income. As a non-exempt cooperative, income tax is paid 
on income from non-patronage sources. The Cooperative generally will not pay income tax on net margins from 
patronage sources, provided the margins are allocated to members as capital credits on a timely basis. For 2020 
and 2019, the Cooperative was a non-exempt cooperative. 
 
Deferred income taxes are established for all temporary differences resulting from the use of different 
accounting methods reported for financial accounting and income tax purposes. Deferred income tax assets and 
liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those 
temporary differences are expected to be recovered or settled. 
 
The Cooperative evaluates its tax positions that have been taken or are expected to be taken on income tax 
returns to determine if an accrual is necessary for uncertain tax positions. As of September 30, 2020 and 2019, 
the unrecognized tax benefits accrual was zero. The Cooperative will recognize future accrued interest and 
penalties related to unrecognized tax benefits in income tax expense if incurred. 
 
Concentrations of Business and Credit Risk 
 
The Cooperative provides telephone service on account to its members located in central Indiana. The 
Cooperative also provides access services on account to various long-distance companies which provide toll 
service to the Cooperative’s members. 
 
The Cooperative also receives a significant portion of its revenues from participation in state and federal support 
programs. The mechanisms and regulation of these programs are subject to changes that may significantly 
impact future revenues of the Cooperative. The Cooperative received approximately 29% and 36% of its 
operating revenues from state and federal support programs in 2020 and 2019, respectively. 
 
The Cooperative maintains its cash accounts in several commercial banks. The accounts at these institutions are 
generally insured by deposit insurance limits of the FDIC. At times during the year, the Cooperative’s balances at 
certain institutions exceeded this limit. The Cooperative has not experienced any losses in such accounts. 
 
Accounting Estimates 
 
The preparation of consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities at the date of the consolidated financial statements and reported 
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 
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Endeavor Communications
Notes to Consolidated Financial Statements 

September 30, 2020 and 2019 

Change in Accounting Principles – Revenue from Contracts with Customers, ASU 2014-09 
 
In 2014, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update No. 2014-09 (ASU 
2014-09), Revenues from Contracts with Customers (Topic 606). The guidance provides a principles-based 
approach for determining revenue recognition and supersedes all prior guidance. The core principle of ASU 
2014-09 is that an entity will recognize revenue to depict the transfer of goods or services to customers in 
amounts that reflect the consideration (payment) to which the entity expects to be entitled in exchange for 
those goods or services. Additionally, the guidance ASU 2014-09 provides additional disclosures related to 
revenue. 
 
The Cooperative elected to apply the new guidance on a modified retrospective basis on October 1, 2019. The 
Cooperative did not identify any significant differences in the timing or amount of revenues recorded. As such, 
implementation did not have a significant impact on the financial position, results of operations, or cash flows of 
the Cooperative and there was no cumulative adoption adjustment needed for the effect of the change in 
accounting principle. 
 
Change in Accounting Principles – Financial Instruments – Overall, ASU 2016-01 
 
Effective October 1, 2019, the Cooperative adopted FASB Accounting Standards Update No. 2016-01, Financial 
Instruments—Overall (Subtopic 825-10): Recognition and Measurement of Financial Assets and Financial 
Liabilities, which affects current U.S. GAAP primarily as it relates to the accounting for equity investments and 
the presentation and disclosure requirements for financial instruments. The standard had no material impact on 
the amounts recorded in the Cooperative’s financial statements and eliminated certain fair value disclosures for 
financial instruments. The standard also requires the Cooperative to adjust equity securities currently accounted 
for on the cost method of accounting to fair value as of the date that an observable transaction occurred that 
established a fair value for the equity security. 
 
Subsequent Events 
 
The Cooperative has evaluated subsequent events through March 24, 2021, the date on which the consolidated 
financial statements were available to be issued. 
 
 
Note 2 - Investments – Indiana Fiber Network, LLC 

The Cooperative has invested $1,368,171 for a 9.7% minority interest in Indiana Fiber Network, LLC (IFN). IFN 
utilizes a state-wide fiber optic cable network to provide transport, collocation and internet services to its 
member owners and other customers. The members consist of twenty independent telecommunications 
companies located in Indiana. For financial reporting purposes, this investment is recorded at cost. Transactions 
with IFN consist of income from rental of equipment and special access facilities of $225,526 and $192,028 for 
2020 and 2019, respectively, and expenses related to transport and other communications services and 
equipment of $348,062 and $273,180 for 2020 and 2019, respectively. Accounts receivable due from IFN was 
$13,238 and $11,343 as of September 30, 2020 and 2019, respectively. This investment was not evaluated for 
impairment because there were no identified events or changes in circumstances that would have a significant 
adverse effect on fair value. In addition, no observable equity transactions occurred since the adoption of ASU 
2016-01 which would require the Cooperative to adjust this equity security to fair value. 
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Note 3 - Investments – Indiana Video Network, LLC 

The Cooperative invested $311,330 for a 14.5% minority interest in Indiana Video Network, LLC (IVN). IVN 
provides television headend and transport services to its eight member owners. For financial reporting 
purposes, this investment is recorded using the equity method, as the equity method more accurately reflects 
the Cooperative’s economic interest in the investment. There was no additional capital invested in IVN during 
2020 and 2019. This investment was not evaluated for impairment because there were no identified events or 
changes in circumstances that would have a significant adverse effect on fair value. The Cooperative paid $4,000 
and $20,000 to IVN for management fees in 2020 and 2019, respectively. 
 
 
Note 4 - Other Investments 

2020 2019

Patronage capital investments
Federated Rural Electric Insurance Exchange 125,982$          125,941$          
National Information Solutions Cooperative 105,770            97,126              
National Rural Telecommunications Cooperative 23,920              25,776              

Rural Telephone Finance Cooperative
Subordinated certificate, matures April 2025 111,111            111,111            
Subordinated certificate, matures April 2027 2,055,556         -                         
Commitment fee 55,556              55,556              

Total other investments 2,477,895$      415,510$          
 

 
Note 5 - Goodwill

Accumulated Accumulated
Cost Amortization Impairment Loss Net

17,134,219$    (581,108)$        -$                       16,553,111$    

70,361              (5,277)               -                         65,084              

2020

2019

Amortization expense for the years ended September 30, 2020 and 2019 totaled $575,831 and $5,277, 
respectively. Future amortization is expected to be approximately $1,706,000 for each of the next 5 years. 
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Changes in carrying amount of goodwill during the years ended September 31, 2020, were as follows: 

Balance September 30, 2019 65,084$            
Goodwill acquired 17,063,858      
Goodwill amortization (575,831)           
Goodwill impairment -                         

Balance September 30, 2020 16,553,111$    

 
 
Note 6 - Property, Plant and Equipment

Depreciation
Rates 2020 2019

Land and buildings 2.8 - 3.9% 5,307,563$      5,142,790$      
Central office equipment 2.8 - 11.8% 20,500,889      19,782,894      
Telephone distribution plant 5.0% 61,710,670      60,509,112      
Furniture and office equipment 6.0% 1,233,752         1,223,342         
General purpose computers 3.5% 2,700,017         2,897,114         
Motor vehicles 2.1% 2,169,598         1,701,179         
Other work equipment 6.0% 975,123            953,244            

Total telephone plant in service 94,597,612      92,209,675      

Internet equipment 8.5% 738,656            738,656            
CLEC plant and equipment 5.1 - 11.7% 24,578,143      13,995,276      
Subsidiary property and equipment 2.5 - 20.0% 523,533            134,838 
Video equipment 16.4% 834,455            834,455 

Total nonregulated plant in service 26,674,787      15,703,225      

Total plant in service 121,272,399$  107,912,900$  
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Note 7 - Lease Receivable 

Synergetics DCS, Inc. entered into an agreement with a customer to lease certain assets to a customer under 
long-term leases classified as a sales type lease with payments received through June 30, 2025. The components 
of the lease receivable at September 30, 2020 and 2019 are as follows: 

2020 2019

Minimum lease payments to be received 1,577,907$      -$  
Less unearned financing income (221,729) - 

1,356,178 - 
Less amount to be received within one year (295,450) - 

1,060,728$      -$  

The schedule of total minimum lease payments to be received is as follows: 

2021 394,393$          
2022 394,393 
2023 394,393 
2024 394,728 

Minimum lease payments to be received 1,577,907$      

Years Ending September 30,

Note 8 - Long –Term Debt 

2020 2019

Rural Telephone Finance Cooperative (RTFC) mortgage notes
4.70% note due in quarterly installments through 2025 861,820$          1,029,948$      
Variable rate (3.60% at September 30, 2020) note due in quarterly

installments through 2027 20,555,556 - 
$2,000,000 line of credit (3.60% at September 30, 2020) due at

maturity of July 2022 1,500,000 - 
22,917,376 1,029,948 

Federal Financing Bank (FFB) mortgage notes
2.764% - 5.166% notes paid off during the year - 3,132,827 
Advanced payments on long-term debt,  5% interest earned - (2,474,265) 

- 658,562 

Old National Bank note
4.75% note due in monthly installments through 2020, secured

by a vehicle - 7,668
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2020 2019

First National Bank mortgage note
3.99% note due in quarterly installments through 2035 3,485,863$      -$                       

Paycheck Protection Program (PPP)
1.00% note due in monthly installments beginning January 2021

through June 2022 1,356,500         -                         

Total long-term debt 27,759,739      1,696,178         

Less current portion (3,825,313)       (1,093,168)       

Long-term debt, less current portion 23,934,426$    603,010$          

Substantially all assets are pledged as security on these notes. The mortgage covenants require the Cooperative 
to meet certain financial ratios and other requirements. Management believes the Cooperative is in compliance 
with these covenants. 
 
The Cooperative has been approved by the Rural Telephone Finance Cooperative (RTFC) for a secured term loan 
to fund telecommunications plant construction. RTFC requires the Cooperative to purchase RTFC Subordinated 
Capital Certificates (SCC) when each advance is taken in the amount of 10% of the advance. A portion of the loan 
amount is used to purchase the Certificates. This loan is collateralized by the Cooperative's assets. Each advance 
is to be repaid quarterly over a seven-year period. The interest rate will be determined with each advance. The 
Cooperative must maintain certain financial ratios to retain this long-term debt. As of September 30, 2020, the 
Cooperative had unadvanced funds available on this loan in the amount of $6,111,111.  
 
The Cooperative was awarded a $1,356,500 loan under the PPP administered by a Small Business Administration 
(SBA) approved partner. The loan is uncollateralized and is fully guaranteed by the Federal government. The 
Cooperative is eligible for loan forgiveness of up to 100% of the loan, upon meeting certain requirements. The 
Cooperative has recorded a note payable and will record the forgiveness upon being legally released from the 
loan obligation by the SBA. No forgiveness income has been recorded for the year ended September 30, 2020. 
The Cooperative will be required to repay any remaining balance after the forgiveness is recognized in monthly 
payments starting in January 2021 through June 2022, including interest accrued at 1 percent. 
 
The scheduled principal repayments on the above debt are as follows: 
 

2021 3,825,313$      
2022 5,475,174         
2023 3,434,964         
2024 3,584,948         
2025 3,634,704         
Thereafter 7,804,636         

27,759,739$    
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Note 9 - Income Taxes 

The income tax benefit is reflected in the consolidated statements of operations as follows: 

2020 2019

Current
Federal 24,701$            -$                       
State 102,941            -                         

Deferred
Federal 71,029              (10,208)             
State 18,915              (2,794)               

Total income tax expense (benefit) 217,586$          (13,002)$           

Deferred income tax assets (liabilities) consist of the following: 

2020 2019

Depreciation (2,972,273)$     (84,482)$           
Amortization 984                    471                    
Accrued vacation 42,073              1,343                
Deferred revenue 202,600            24,743              
Net operating losses 2,750,328         91,376 

Total deferred income taxes 23,712$            33,451$            
 

 
Note 10 - Defined Contribution Pension Plan

The Cooperative participates in a defined contribution 401(k) plan administered by the National Telephone 
Cooperative Association (NTCA) that covers all employees of Endeavor Communications. The Cooperative’s 
contribution to this plan is 3% of compensation regardless of whether the employee elects to make any 
contributions. In addition, the Cooperative will contribute an additional 9% if the employee contributes 3% of 
their annual compensation. The Cooperative’s 401(k) plan costs were $703,178 and $497,385 in 2020 and 2019, 
respectively. 

Synergetics DCS, Inc. sponsors a profit sharing contribution plan covering substantially all of its employees over 
the age of 18 and who have 90 days of service with the company. The plan’s entrance date is on a monthly basis. 
Vesting of profit sharing contributions occurs at a rate of twenty percent after two years and then twenty 
percent each additional year. The employee becomes fully vested after six years of service. No contributions 
were made for the year ended September 30, 2020. 
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Synergetics DCS, Inc. also sponsors a 401-(k) salary savings plan for their employees over the age of 18 and who 
have 90 days of service with the company. The employer may make matching contributions, non-elective or 
discretionary contributions and required minimum contributions. Fifty percent of the salary deferrals are 
matched by the employer and are limited to the first eight percent of employee contributions. Vesting of 
matching contributions occurs at a rate of twenty percent after two years and then twenty percent each 
additional year. The employee becomes fully vested after six years of service. Costs of the plan for the period 
from acquisition date to September 30, 2020 totaled $25,040. 

Note 11 - Joint Venture 

During 2019, the Cooperative entered into a joint venture agreement with a nearby electric cooperative to 
construct, install and operate fiber optic cables and related facilities throughout portions of the electric 
cooperative’s service area for the provisions of broadband and other communications services. All property of 
the joint venture is paid for and owned by each of the parties on an equal basis. All revenues of the joint 
venture, after subtraction of the operational expenses from both parties, shall be the profit of the joint venture. 
The joint venture shall split the profit of the joint venture equally. 
 
 
The Cooperative’s portion of joint venture’s gross assets, which is included in CLEC plant and equipment in 
service, and plant under construction, totaled $7,091,985 and $2,626,447 as of September 30, 2020 and 2019, 
respectively. The Cooperative’s portion of the revenues of the joint venture, which is included in other 
nonregulated revenues totaled $402,597 and $143,297 for the years ended September 30, 2020 and 2019, 
respectively. The Cooperative’s portion of the expenses of the joint venture, which is included in plant specific, 
customer, and corporate operations expenses, totaled $175,597 and $61,627 for the years ended September 30, 
2020 and 2019, respectively. Total amounts received from the electric cooperative relating to the agreement 
were $2,852,409 and $779,480 during the years ended September 30, 2020 and 2019, respectively. The 
Cooperative also recognized receivables from the electric cooperative of $2,396,642 and $1,040,873 as of 
September 30, 2020 and 2019, respectively, for unreimbursed construction costs less revenue sharing. 
 
 
Note 12 - Acquisition 

Effective June 1, 2020, the Cooperative entered into an agreement to expand its service offerings by purchasing 
the stock of Synergetics, DCS, Inc. for a purchase price of $18,500,000 plus or minus certain closing statement 
reconciliation adjustments and a provision for contingent consideration. After these adjustments, the 
Cooperative paid a net amount to the seller of $18,367,592 and recorded the estimated fair value of the 
contingent consideration. The Cooperative negotiated the purchase price of the business based on the expected 
cash flows to be derived from their operations after integration into the Cooperative’s existing operations. The 
acquisition purchase price is allocated based on the fair values of the assets acquired and liabilities assumed, 
which were determined based on a business valuation prepared by outside consultants as of the acquisition 
date. The results of operations of the business acquisition are included in the accompanying consolidated 
financial statements from the acquisition date forward. The goodwill is not deductible for tax purposes. 
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In connection with its acquisition of Synergetics, DCS, Inc., the Cooperative has agreed to pay additional 
contingent consideration in future periods based on EBITDA and revenue targets. The potential undiscounted 
amount of all future payments that the Company could be required to make under the contingent consideration 
arrangement is between $0 and $4,000,000. The fair value of the contingent consideration arrangement of 
$3,088,275 was estimated by applying the income approach. That measure is based on significant inputs that 
are not observable in the market, which ASC Topic 820, Fair Value Measurements and Disclosures, refers to as 
Level 3 inputs. Key assumptions include (1) a discount rate range of 18% and (2) and probability factors. As of 
September 30, 2020, the amount recognized for the contingent consideration arrangement, the range of 
outcomes, and the assumptions used to develop the estimates had not changed. 
 
In the prior fiscal year, the Cooperative acquired information technology assets from a company for a purchase 
price of $10 plus or minus certain closing statement reconciliation adjustments. After these adjustments, the 
Cooperative received a net amount from the seller of $4,409. The Cooperative negotiated the purchase price of 
the business based on the expected cash flows to be derived from their operations after integration into the 
Cooperative’s existing operations. The acquisition purchase price was allocated based on the fair values of the 
assets acquired and liabilities assumed, which were based on management estimates. Goodwill recognized in 
the acquisition was the result of net liabilities assumed and is expected to be deducted on federal income tax 
returns over 15 years. The results of operations of the business acquisition are included in the accompanying 
consolidated financial statements from the acquisition date forward. 
 
The following table summarizes the estimated fair values of the assets acquired and liabilities assumed from the 
above transactions. 
 

2020 2019

Current assets, net of cash 4,037,689$      240,173$          
Deferred income taxes 106,283            20,449              
Goodwill 17,063,858      70,361 
Intangibles 1,859,196         - 
Property, plant and equipment 454,643            62,735              
Current liabilities (1,406,464)       (104,421) 
Deferred revenue (659,338)           (282,381)           
Long-term debt -                         (11,325)             
Contingent liability (3,088,275)       - 

Net cash paid (received) 18,367,592$    (4,409)$             
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Independent Auditor’s Report on Supplementary Information 
 
 
The Board of Directors 
Clay County Rural Telephone Cooperative, Inc. 
d/b/a Endeavor Communications 
Cloverdale, Indiana 
 
 
We have audited the consolidated financial statements of Endeavor Communications as of and for the 
years ended September 30, 2020 and 2019, and our report thereon dated March 24, 2021, which 
expressed an unmodified opinion on those consolidated financial statements, appears on page 1. Our 
audit was conducted for the purpose of forming an opinion on the basic consolidated financial 
statements taken as a whole. The supplementary information on pages 25 through 30 is presented for 
the purposes of additional analysis and is not a required part of the consolidated financial statements. 
Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the consolidated financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the consolidated 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the consolidated 
financial statements or to the consolidated financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America. In 
our opinion, the information is fairly stated in all material respects in relation to the consolidated 
financial statements as a whole. 
 

 
 
Sioux Falls, South Dakota 
March 24, 2021 
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