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Letter from the CEQ

Suppose you owned the piece of land where you wanted to build your dream house. Your next
step might be to contact an architect, who will talk to you about your house. When developing
the blueprint, there will be many questions: How big would you like the house to be? What ex-
terior style do prefer? Do you want a big kitchen? How many bedrooms? Space to garage how
many vehicles? And how much is all of this going to cost?

The architect then might help you hire a contractor to build according to the plan. And the
contractor would know suppliers to provide materials and where to find the skilled workers to
complete the project.

Building a communications network is not that different. You want to find someone who can .
help you determine how much geographic area you want to cover, the ideal network technolo- ! l /
gies and how much it will cost. Then you will need somebody to draw up your design. And you "™ Bryan, CEO
will need experienced hands to manage network construction and operation.

Your vision of your dream house will be different from mine. The network you wish to build

will be different from the network we would build for any other NRTC member. There will be
hundreds of details, both large and small. It's good to know, then, that the people of NRTC
understand both the technology and rural America. We will build your broadband or smart grid
solution - we want to build your dream house!

NRTCin 2022 added to its knowledge base. Wehad ~ NRTC Today: We’ve built in-house expertise to help you
in the past worked on network projects with a GIS-
based design company named Axin Global, based in
New Zealand. With an electronic platform, we can
design a full fiber-to-the-home network and integrate
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And the Axin platform can design smart grid capabili-
ties simultaneously with the broadband design.

Evaluate Manage
We saw the value Axin brought to our members and

took the extra step of bringing that value in-house, and we welcomed our well-known Kiwi

friends into the NRTC Broadband Solutions family. But that is something we’ve done time and

again over several years.

Take, for example, CrowdFiber, now part of NRTC Managed Services. A cooperative with the
right geographic data can develop a targeted marketing and communications plan to stay in
touch with members. The platform can add higher levels of precision to timing network rollout.
Accurate map data also helps members meet various regulatory requirements and to complete
applications for government funding.
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Member reaction to NRTC SmartCrid Solutions’ technology planning services has been beyond
expectations. Just 18 months after we launched the service, as of March 2023, we had com-
pleted 25 technology roadmap projects and had more than 25 in the pipeline.

Over at NRTC Mobile Solutions, our members looked on as the nation’s largest cable/broad-
band providers aggressively offered mobile services to their broadband customers. Not to be
outdone, NRTC promptly created competing plans for our rural broadband providers, even
creating device financing for our members. These plans are a good demonstration of NRTC's
Mission Statement: to bring the advantage of technology to rural America.

If I had the space to write, and you had the time to read, | could point to many other cases
where we have consciously built our broadband, smart grid, mobile and managed internet
services capabilities to meet the changing times in rural America

Turning briefly to our 2022 results, NRTC posted revenue of $241 million and cash net income
of $15.5 million for the year ended 2022. Our Board in March 2023 determined to make a to-
tal of $7.5 million in combined current patronage payments and patronage retirements which
will be distributed early this summer.

To conclude, thank you for your support for, and patronage of, NRTC during 2022. When
you're ready to talk about your technology dream house, please call your friends at NRTC!

Sincerely,

Tim Bryan
Chief Executive Officer
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Left to right, top row: Gary Stooksbury; Dustin Durden; Jim Matheson; Thomas Preston; George
Kitchens; Bryan Lightfoot; Jason Dandridge; Shirley Bloomfield

Front row: Robert L. (Bob) Hance; Chris Seubert; Jimmy Todd, vice chairman; Tim Mergen,
chairman; Tim Bryan, CEO; Lynn Hodges, secretary-treasurer; Josh Shallenberger; Mike Malandro

Not pictured: J. Andrew Don
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Letter from the Chairman

My twelve years on the NRTC board have coincided with tremendous change. | am truly
impressed by how far NRTC has come.

Twelve years ago, NRTC had just ended its highly successful DirecTV business. It had shrunk
from more than 200 to about 75 employees. We on the Board and NRTC members won-
dered about NRTC's future. We were unsure of what its mission should be.

Today, NRTC has more than 800 employees with office locations in seven states and even
an office in New Zealand. NRTC members no longer have any question about the organiza-
tion’s value. We work with members every day to build smart grid and broadband networks,
to establish solid cyber security strategies and other internet services and to develop mobile solutions that match the
capabilities of the national providers.

Tim Mergen, Chairman, BOD

There is no longer any doubt about NRTC's future or its role. Members can plainly see that NRTC has the expertise and
the member focus it takes to build technology solutions.

| give the credit for NRTC's transformation over these last twelve years to three critical constituencies: our membership,
my fellow Board directors, and our management team and staff.

First,  want to praise NRTC's membership. As we worked our way to creating this new and exciting NRTC, our members
supported us with their capital and their commitment, and their patience. As stewards of our members’ capital, we can
never forget who we are meant to serve at NRTC.

Next, | credit NRTC's success to my fellow Board members. As a team of electric and telco executives, we forged con-
sensus and learned from each other as we shaped NRTC's strategy. As | retire from the NRTC Board and from my own
cooperative | will carry fond memories of our meetings and events long into the future.

And finally, | express my gratitude to NRTC's management team and staff. Recently in an employee survey 91% of NRTC
employees positively identified with our mission to serve members and rural America; 91% said they thought NRTC would
be successful in the future; and 84% said NRTC is a great place to work. | think that says it all!

It is my sincere belief that NRTC should continue its focus on rural broadband services - these are the modern equivalent
of the days nearly a century ago “when the lights went on” in many of our communities. We continually learn about the
many ways that students, businesses, farmers, and others need modern connections to complete daily tasks. Broadband
and electricity belong together in our thinking as we plan our futures.

As | depart NRTC | know it is in good hands with a promising future. Our members are committed to us, our Board exper-
tise is strong and aligned, and our employees are devoted to our members and their mission. | look forward to following
NRTC from the sidelines — and | thank our membership again for allowing me to serve NRTC during this most important
time.

Sincerely,

%4//,/&%”

Tim Mergen
Chairman, NRTC Board of Directors
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2022 Highlights

i Gary Stooksbury, CEO of Aiken Electric Cooperative,

\ Aiken, SC, and Josh Shallenberger, president and CEO
of Shelby Electric Cooperative, Shelbyville, IL, were
elected to the NRTC board representing Districts 2 and
5 and Thomas Preston, CEQ, Duo County Telephone
Cooperative, Columbia, KY, was elected to an at-large
District 12 seat.

. BOARD
ﬁLECT(ONS |

. . . ... ° -.
Axin Global became part of NRTC in May. Axin has been [ R
NRTC's broadband, fiber and smart grid design partner for ..‘ '._...';::
several years. The move was part of an overall strategy to o ‘0% 9

bring more technology expertise in-house.

AxinGlobal

DESIGNING FUTURES WITH FIBER

NRTC and CFC teamed up to present a four-part series of webcasts
as a companion piece to go along with NRTC's 2021 “Rural Electric
Cooperative Smart Grid Benchmarking Report: Creating Value with
Smart Grid Applications.” The series, whichranin Februaryand March,
covered topics including load management technology; consumer
demand response programs; distributed energy resources, and
distribution system reliability. Each session featured NRTC experts
talking with rural utility representatives with extensive experience
working with smart grid systems.

In December, NRTC assisted two members in winning funds
through Minnesota’s Border-to-Border Broadband Development
Grant program: East Central Energy (S14 million) and Meeker
Cooperative Light & Power Association ($327,516). Additional
funding opportunities for broadband and smart grid programs are
ahead. NRTC posted a funding opportunity map on its website to |
help members keep track of the programs and application deadlines
as their states announce them.



https://www.nrtc.coop/current-funding-opportunities/
https://www.nrtc.coop/axin-global-network-design-experts-unites-with-nrtc/
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Vermont Governor Phil Scott (R) made an appearance in the
town of Bolton, VT, to announce that the Communications
Union District serving the Northeast Kingdom (NEK] would
receive more than $16 million in state support to build fiber
broadband access to thousands of homes in Northeast
Vermont. NRTC is handling network design and construction
and project management. NRTC member telco Waitsfield and
Champlain Valley Telecom is handling ISP tasks.

NRTC added managed detection and response (MDR) services
to its portfolio of cyber security offerings in partnership : =i :
with software company SilverSky. MDR offers a range of | e _=-_S||VerSky

capabilities from managed endpoint protection, multi-factor
authentication and security awareness training to vulnerability ‘ &

assessments, penetration testing and email security. t’

NRTC CEO Tim Bryan interviewed Apple co-founder and
technology innovator Steve Wozniak during the CFC Forum
in June. Wozniak shared stories about Apple’s origins and
gave his views on current technology issues, including cloud
computing, autonomous cars and artificial intelligence. He
also told how he shares the woes of rural Americas who are
still unconnected. “I live in the one part of Silicon Valley that
has no broadband ... I very much sympathize with the fact
that a lot of people do not have broadband,” he said.

NRTC developed and launched a new Al-based operational
intelligence software platform giving NRTC members a tool
to monitor and manage their day-to-day broadband network
functions. The platform monitors data from multiple sources
and anticipates network problems before they arise. Users get
aseries of alerts from the system, which analyzes data ranging
from network traffic flows to the weather and social media
posts. United Cooperative Services in Texas assisted NRTC to
develop the platform and several NRTC members participated
in pilots.

s



https://www.nrtc.coop/nrtc-operational-intelligence-platform-now-available-for-broadband-providers/
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Rural broadband providers had a new regulatory deadline on
Sept. 1. The FCC is requiring detailed subscriber information
through its Broadband Data Collection (BDC) process. Many
NRTC members indicated that they were “terrified” of the BDC
reporting burdens prior to the deadline. NRTC's CrowdFiber
held a webinar to demonstrate how its mapping software could
help members meet BDC deadlines quickly and efficiently with
accurate information in the FCC's desired format.

,( “Installments as a service” is an approach to mobile phone
- sales to make it easier for more people to buy new devices.
NRTC Mobile Solutions partnered with Splitit, which developed
the online platform to facilitate easy installment payments.
Integrating Splitiit software with Mobile Services’” PHOENIX
back-office systems allows participating NRTC members to
offer installment plans without having to install additional
technology or form complex relationships with third-party
lending companies.

The year saw heightened interest in advanced metering
infrastructure  (AMI) among electric cooperatives.
NRTC helped kick off a major, multiyear project for =
Suwannee Valley Electric Cooperative in Florida. SVEC [
will eventually link 28,500 meters, with about 95
percent of them at rural residences. The project also will
combine Itron Gen5 metering with Itron’s Streetlight.
Vision (SLV) automated streetlighting technology.

The August issue of RE Magazine included an article about
SEl Fiber, a partnership of Southeastern Indiana Rural Electric
Membership Corp. and telco, SEI' Communications, which
completed an 1,800-mile fiber network in 2022. NRTC
designed and is constructing the network, which is delivering
1 Gbps service, expandable to 10 Gbps in the future. The
REMC led in network construction from its substations and
SEI Communications is performing home installations and ISP
services.

—


https://register.gotowebinar.com/recording/6181476786785065480deadline-approaches/
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NRTC formed a partnership with MyBundle TV, which has
developed a tool to help viewers navigate the vast supply of
streaming video services available. NRTC members’ broadband \

>

customers will have a simple method to build their own a Ia
carte list of streaming services to fit their own tastes, whether
it be free, ad-based services (such as Tubi or PlutoTV);

, ; TV
subscription services (Netflix or Disney+) or live services (Sling My B u n d Ie

or YouTube).

In a collaboration with NRECA, NRTC released its second
Broadband Benchmarking Report in October. Like the
first report in 2020, it drew on the experiences of electric
Rurl Electric Cooperative cooperatives to compile information and help other co-ops

Broadband Benchmarking Report

A Kk launch their own broadband projects. Eighty-eight co-ops

Results ang S frama compreens
Gathering exercise

st participated in the report. One of the main take-aways was
that co-ops are having a better-than-expected ability to
attract and retain member-customers.

nric
arte Dreca

It was delayed two years by the Covid pandemic and then
threatened in September by hurricane damage, but in the
end NRTC hosted a successful TechConnect conference in .
Bonita Springs, FL. Sessions covered broadband, smart grid,
mobile wireless and internet managed services. Members also TC/IC;M”%ZL
enjoyed entertaining activities and had the opportunity to ' ; o :
exchange ideas with fellow NRTC members from all over the
nation. NRTC plans to hold the next TechConnect conference
in Texas, May 2024.

Smart Grid systems vendor Itron awarded NRTC two Engage
Awards for outstanding performance. The awards recognize
achievements of Itron channel partners. NRTC finalized the
greatest number of Itron Gen5 AMI project contracts. NRTC

: also initiated the first smart grid project to combine electric
Saermance Performancs AMI and streetlighting controls.

NRTC

L
Ifron Engage™



https://www.nrtc.coop/wp-content/uploads/2022/10/REC-Broadband-Benchmarking-Report-2022-Refresh.pdf
https://www.nrtc.coop/mybundle-tv-helps-viewers-cut-through-streaming-confusion/
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Financial Report
ASSETS
Current Assets
Cash and cash equivalents 17,203,255 $14,064,809
Accounts receivable
Trade, net of allowance for doubtful accounts (2022 - $446,275; 2021 - $398,484) 31,081,404 33,255,742
Other 1,012,113 1,242,224
TOTAL ACCOUNTS RECEIVABLE 32,093,517 34,497,966
Inventory, net of obsolescence reserve (2022 - $887,982; 2021 - $352,123) 8,188,752 5,443,920
Prepaid expenses and other current assets 7,168,725 3,478,486
TOTAL CURRENT ASSETS 64,654,249 57,485,181
Property and equipment, net 2,086,320 2,058,426
Investment securities 127,610,447 144,481,898
Investment in CFC 224,921 246,713
Investments in and advances to, investees 52,290 52,290
Deposits and other assets 6,516,438 5,421,140
Goodwill 46,108,791 21,735,489
Operating lease right of use assets 8,194,346
Other intangibles, net of accumulated amortization (2022 - $23,606,191; 2021 - $20,282,610) 10,607,637 5,852,218
TOTAL ASSETS $266,055,439 $237,333,355
LIABILITIES AND MEMBERS EQUITY
Current Liabilities
Trade payables $24,663,166 $26,430,191
Current portion of note payable 10,166,667 -
Patronage distribution payable 8,049,551 7,545,044
Accrued expenses 14,330,152 11,243,381
Contract liabilities 3,681,546 3,372,022
Current portion of operating lease liabilities 2,743,657 -
TOTAL CURRENT LIABILITIES 63,634,739 48,590,638
Note payable, net of current portion 20,333,333 -
Contract liabilities, net of current portion 333,446 510,252
Other long-term liabilities 5,082,866 4,075,613
Operating lease liabilities, net of current portion 6,023,190 -
TOTAL LIABILITIES 95,407,574 53,176,503
Members’ equity:
Memberships 1,375,150 1,369,150
Surplus:
Allocated
Patronage 140,274,627 135,662,406
Reserve fund 687,575 684,575
Education fund 232,182 332,426
Unallocated surplus 33,704,419 46,851,583
Accumulated other comprehensive income:
Unrealized holding losses (5,626,088) (743,288)
TOTAL MEMBERS’ EQUITY 170,647,865 184,156,852
TOTAL LIABILITIES AND MEMBERS’ EQUITY $266,055,439 $237,333,355

—
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OPERATIONS AND COMPREHENSIVE INCOME

Sales:
Programming and network $100,761,725 $117,238,890
Equipment 82,112,561 74,815,041
Telecommunications 57,885,330 52,770,667
TOTAL SALES 240,759,616 244,824,598
Cost of sales:
Programming and network 68,497,286 91,303,109
Equipment 73,646,319 69,506,758
Telecommunications 30,469,456 33,098,817
TOTAL COST OF SALES 172,613,061 193,908,684
GROSS MARGIN 68,146,555 50,915,914
Selling, general and administrative expenses 58,897,953 49,811,433
TOTAL SELLING, GENERAL AND ADMINISTRATIVE EXPENSES 58,897,953 49,811,433
INCOME FROM OPERATIONS 9,248,602 1,104,481
Other income (expense):
Interest and dividend income 3,174,850 3,195,654
Interest expense (1,335,660 (761,780
Unrealized (loss) gain on equity securities (12,600,900 2,202,578
Others, net 1,960,155 5,019,950
OTHER (LOSS) INCOME, NET (8,801,555) 9,656,402
INCOME BEFORE INCOME TAX EXPENSE 447,047 10,760,883
Income tax expense 1,357,015 883,677
NET (LOSS) INCOME (909,968) 9,877,206
Other comprehensive (loss) income:
Unrealized holding (losses) gains arising during period (2,592,181) 2,949,198
December 31, 2022 and 2021, respectively
Foreign currency translation adjustment (126,150]
Reclassification adjustment for losses (gains) included in net income,
December 31, 2022 and 2021, respectively (2,164,469 (4,863,304)
(4,882,800) (1,914,106)
COMPREHENSIVE (LOSS) INCOME ($5,792,768) $7,963,100

10




MEMBERS’ EQUITY
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Memberships Allocated Surplus Accumulated
Unallocated Other
e Amount Patronjage Reserve Educational Sur?"fs Comprehensive
Capital Fund Fund (Deficit) Income (Loss) Total
BALANCE, DECEMBER 31, 2020 1,678 $1,364,650 | $207,270,212 $682,325 $311,579 | $(26,094,873) $1,170,818 | $184,704,711
New memberships, net:
Class A - - - - -
Class B 1 1,000 - - - - - 1,000
Class C 1 500 - - - - - 500
Other organizations 6 3,000 - - - - 3,000
Total new memberships, net 8 4,500 - - - - - 4,500
Net income - - - - 9,877,206 9,877,206
Net unrealized change in investment securities - - - - - - (1,914,106) (1,914,106)
Adjustments - - (74,723,693) 2,250 (4,724) 73,297,583 - (1,428,,584)
2021 patronage distribution - (7,086,875) - - - (7,086,875)
2021 patronage certificates - - 10,202,762 - 25,571 | (10,228,333) -
BALANCE, DECEMBER 31, 2021 1,686 1,369,150 | 135,662,406 684,575 332,426 46,851,583 (743,288) | 184,156,852
New memberships, net:
Class A 2 2,000 - - - - - 2,000
Class B - - - - - - -
Class C - - - - -
Other organizations 8 4,000 - - - - - 4,000
Total new memberships, net 10 6,000 - - - - 6,000
Net loss - - - - - (909,968 - (909,968 )
Net unrealized change in investment securities - - - - - - (4,756,650) (4,756,650)
Net unrealized change in foreign currency - - - - - (126,150) (126,150)
Adjustments - - (3,000) 3,000 (130,837) - - (130,837)
2022 patronage distribution - - (7,591,382) - - - - (7,591,382)
2022 patronage certificates - 12,206,603 - 30,593 | (12,237,196)
Balance, December 31, 2022 1,696 $1,375,150 | $140,274,627 $687,575 $232,182 $33,704,419  $(5,626,088)  $170,647,865
11
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CasH FLows

Cash Flows From Operating Activities
Net (loss) income ($909,968) $9,877,206
Adjustments to reconcile net (loss) income to net cash provided by operating activities:
Depreciation and amortization 4,033,111 4,080,253
Deferred taxes (357,794) 196,044
Change in the allowance for doubtful account (47,792) 54,682
Change in the reserve for inventory obsolescence 535,859 (16,276)
Gain on sale of FCC licenses - (70,450)
Unrealized loss (gain) on investment securities 12,600,900 (2,202,578)
Gain from sales of investment securities (2,164,469) (4,863,304)
Loss (gain) on disposal of assets 261 (86,727)
Change in operating leases 572,501 -
Changes in assets and liabilities, net of assets acquired and liabilities assumed
in business combination:
(Increase) decrease in:
Accounts receivable 3,581,622 (6,473,051)
Inventory (3,280,691) (2,611,282)
Prepaid expenses and other current assets (3,540,500 2,492,447
Deposits and other assets (924,931) 61,813
Increase (decrease) in:
Trade payables (1,812,791 4,152,637
Accrued expenses 2,837,885 1,327,683
Deferred revenues 87,881 (505,788)
Other long-term liabilities (886,669) 689,414
NET CASH PROVIDED BY OPERATING ACTIVITIES 10,324,415 6,102,723
Cash flows from investing activities:
Purchases of property and equipment (717,021) (512,502)
Proceeds from sale of assets 40965 133,270
Proceeds from sale of FCC licenses - 70,450
Investment in CFC 21,792 17,572)
Acquisition of subsidiary, net of cash received (31,372,213) (2,340,000)
Purchases of investment securities (39,574,492) (66,724,869)
Proceeds from sales of investment securities 41,126,712 68,978,252
NET CASH USED BY INVESTING ACTIVITIES (30,474,257) (377,827)
Cash flows from financing activities:
Proceeds from note payable 30,500,000 -
Proceeds from new memberships 6,000 4,500
Patronage capital activity (7,217,712 (9,615,080)
NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 23,288,288 (9,610,580)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 3,138,446 (3,885,684)
Cash and cash equivalents:
Beginning of year 14,064,809 17,950,493
END OF YEAR $17,203,255 $14,064,809
Supplemental disclosure of cash flow information:
Cash paid for income taxes $1,357,015 $883,677
Supplemental disclosures of noncash investing and financing activities:
Patronage distributions payable §7,591,382 $7,086,875
Unrealized change in investment securities S(4,756,650) $(1,914,106)
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Discover THE BENEFITS OF MEMBERSHIP

As a member of NRTC, you will join more than 1,500 other
rural electric and telephone utilities that have a stake in
development of products and services that can help you grow
your business, get closer to your customers and build revenue.
NRTC proudly serves the advanced technology needs of its
members.

MEemBER OWNED AND CONTROLLED

Our Board of Directors is comprised of representatives
from the national rural electric and telephone industries, the
CEO of the National Rural Electric Cooperative Association
(NRECA), the Governor and CEO of the National Rural
Utilities Cooperative Finance Corporation (CFC), and the
CEO of NTCA, The Rural Broadband Association.

CapritaL CreDIT RIGHTS

All members and affiliates are eligible for payment of capital
credit refunds based on the volume of business each patron
conducts with NRTC during the fiscal year.

For MoORE INFORMATION

To learn more about NRTC membership or our products and
services, please contact NRTC at 866-672-6782.

nric

Member driven. Technology focused.

2121 Cooperative Way, suite 600

Herndon, VA 20171
Voice  703-787-0874 © copyright 2023 NRTC
Fax 703-464-5300 All Rights Reserved.
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