DOCKET NO. UM 1726

Cover Sheet for Submission of
2015 Annual ETC Certification Reports

Name of Eligible Telecommunications Carrier: North-State Telephone Co
Filing date: __ June 25, 2015

Is this: Original submission? X
OR
Revised submission?

Person to contact for questions:

Name Delinda Kluser

Phone number 541-932-4411

E-mail address dkluseri@oretelco.net

Documents included in this filing (please check applicable items):
_ CAF/ICC Support (47 CFR § 54.304)
__ Rate Floor Data (47 CFR § 54.313(h))
_ X __ Form 481 (High-cost per 47 CFR § 54.313, Low-income per 54.422)!
~ Form 690 (Mobility Fund per 47 CFR § 54.1009)

Affidavit for High-Cost Support

Filing deadlines: The deadlines for filing items required by 47 CFR § 54 are the same as
the deadlines for filing with the FCC. The notarized affidavit for high-cost support must
be filed no later than the due date for the FCC Form 481. Based on current information,
it appears that all items other than CAF/ICC support data are due by July 1, 2015. The
CAF/ICC support data are due the same day as the ETC’s interstate access tariff filing,

If revisions to an original submission are filed with the FCC or USAC, a copy of the
revisions must be filed with the Oregon Commission no later than five business days
following submission to the FCC or USAC.

' Lifeline-only ETCs must provide all information specified in 47 CFR § 54.422(b) even if the ETC does
not submit this information to the FCC.



Deedee Kluser
M

From: Form481®@usac.org

Sent: Wednesday, June 24, 2015 5:28 PM

To: dkluser@ortelco.net

Subject: Form 481 Certification Confirmation
==

Form 481 Certification Cenfirmation
Congratulations. Your filing has been successfully certified.

Filing Number: 2

Certification Date and Time: Wed Jun 24 20:28:01 EDT 2015
Filing Created By: dkluser@ortelco.net

SAC: 532388

SPIN: 143002629

Carrier: NORTH STATE TEL CO.

Program Year: 2016

This Is a system generated email.
Please do not respond to this message.

® 1997-2015, Universal Service Administrative Company, Al Rights Reserved.
USAC | 2000 L Street NW | Suite 200 | Washingten, DC 20036
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Foreh 481 - Catrigr Anperal Dt Conaw i Wi
. . ’ s
<010= Study Area Code 532368

<015> Study Area Name NORTH STATE TEL CO.

<020> Program Year 2018

<030> Contact Name: Person USAC should contact

with guestions about this data Eiide Slaece

<035> Contact Telephone Number; 5418324411 ext.

Number ot the person identitied in data line <030>

<039> Contact Email Address:

Email of the person identified in data line <030> dkluser@ortelsa.nst

REPORTING FOR ALL CARRIERS

<100> Service Quality Improvement Repo rting fcomplete attached worksheet)

feomplete attoched worksheet)

<200> Qutage Reporting {voice)
<210> <-- check box if no outages to report

<300> Unfulfilled Service Requests {voice) 0

<310> Detail on Attempts {voice)

L 1

<320> Unfulfilled Service Requests (broadbandy}

<330> Detail on Attempts (broadband!}

<400> Number of Complaints per 1,000 customers (voice)

<410> Fixed 0.0

<420 Mobile 0.0

<430> Number of Complaints per 1,000 customers {broadband)

<440> Fixed 0.0

<450> Mobile 0.0

«5p0> Service Quality Standards & Consumer Protection Rules Compliance {check ta indicate certification)
5323880r510.pdf

<510> fattached descriptive document]

<600> Functionality in Emergency Situations {check ta indicate certification)

5323880rall.pdf

fottached descriptive document)

<610>

<700> Company Price Offerings {voice) {complete attacked worksheet)
<710> Company Price Offerings (broadband)

feomplete attoched worksheet)

<800> Operating Companies and Affiliates {camplete attached worksheet]

<900> Tribal Land Offerings (Y/N)?
<1000> Voice Services Rate Comparability Certification Yeg

[if yes, complete attached worksheet)

fartach descriptive document)

<1i010>

<1100> Certify whether terrestrial backhaul options exist (Yes or No) @ O {if not, check to indicate certification)

<1110> fcomplete attoched worksheet)

<1200> Terms and Condition for Lifeline Customers fcomplete aitached worksheet)

v IO
[ [

fattach descriptive document)

[ ]ieoad

{attach descriptive document)}

L

<
—

_

L T
A
e
[ oo

[ ] o
e

NS
e

Price Cap Carrlers, Proceed to Price Cap Additional Documentation Worksheet

Including Rate-of-Return Carriers affiliated with Price Cap Lacal Exchange Carriers
<2000 {check to indicate certification)

<2005> {complete attached worksheet)

Rate of Return Carriers, Proceed to ROR Additional Documentation Worksheet
<3000> {check to indicate certification)

<3005> fcomplete attached worksheet)

NNSNEN
NN

Page 1
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tilcatior - Repeatinig Corrder . ‘ 4 02 Forc Al :
Duts Coilections Posri N8 Cunstsn Mo . 3080-CIL/OMB Conurnl No. 30500513
- N Filiy 2343 i [

"

<D10>  Study Area Code 532388
NORTH STATE TEL CO.

<015>  Study Area Name

<020>  Program Year 201&

<030>  Cohtact Name - Person USAC shauld contact regarding this dats Delinda Kluser
5418324411 ext,

<035> Contact Telephone Number - Number of person identified in data iine <030>

<03%>  Contact Email Address - Email Address of person identified in data line <030>  dkluser@ortelco.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARRIER IS FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or L) Recipients

[ certify that | am an officer of the reporting carrier; my responsibilities include ensuring the accuracy of the annual reporting requirements for universal service support
reclpients; and, 1o the best of my knowledge, the informatfon reparted on this form and in any attachments is aceurate,

Name of Reparting Carrier:  NORTH STATE TEL CO.

Signature of Authorized Officer: Date

Printed name of Authorized Officer; Detinda Kluser

Title or position of Authorized Officer; Vice-Fres, Manager

Telephone riumber of Authorized Officer; 5919324411 ext.

Study Area Code of Reporting Garrier: 332384 Filing Due Date for this form: 07/01/2015

Persons willfully making false statements an this form ¢an be punished by fine or forfeiture under the Communicaticns Act of 1934, 47 U.5.C. §§ 502, 503(b}, or fine or imprisonment
under Title 18 of the United States Code, 18 1.5.C. § 1001.
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Certfiegton - Agent ] Garder | - B 1 ' ' = 20 fomre 81 L ,
Coliecsion Eniw ; B LRt N, 30S0-ISIEGMB Contral Noo 30580818
Sgir 2013 ! |

EET-EL-T-]

<010>  Study Area Code

<Q15>  Study Area Name NORTH STATE TEL CO.

<020>  Program Year 2018

<030> _ Contact Name - Person USAC should contact regarding this data Delinda Rluser
5419324411 ext.

<035>  Contact Telephone Number - Number of persan identifisd in data line <030>

<039>  Contact Email Address - Email Address of person identified in data line <030>  dkluserfortelco.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Officer to Authorize an Agent to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

| certify that (Namae of Agent), is authorized to submit the Information reported on behalf of the reporting carrier. |
also certify that | am an officer of the reporting carrier; my responsibllities Include ensuring the accuracy of the annual data raporting raquirements provided to the authorized
agent; and, to the best of my knowledge, the reports and data provided to the authorized agent is accurats,

|Name of Authorized Agent:

Name of Reporting Carrier:

Signature of Authorized Officer: Date:

Printed name of Authorized Officer:

Title or position of Autharized Officer:

Telephone number of Authorized Officer:

Study Area Code of Reparting Carrier: Filing Due Date for this form.

Persons willfully making false statements on this farm can be punished by fine or forfaiture under the Communications Act of 1934, 47 U.5.C. §§ 502, 503(b}, ar fine or imprisonment
under Title 18 of the United States Code, 18 U.5.C. § 1001.

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier

|, as agent for the reporting carrier, certify that | am authorized to submit the annual reports for universal service suppart recipients on behalf of the reporting carrier; | have provided
the data reported herein based on data provided by the reparting carrier; and, to the best of my knowledge, the information reported herein is accurate.

Mame of Reparting Carrier:
Name of Authorized Agent or Employee of Agent:

Signature of Authorized Agent or Employee of Agent: Date:

Printed name of Authorized Agent or Employee of Agent:

[Title or position of Authcrized Agent or Emplayee of Agent
Telephone number of Authorized Agent or Employee of Agent:
Study Area Code of Reporting Carrier: Filing Due Date for this form:

i Persons willfully making false statements on this farm can be punished by fine or farfeiture under the Communications Act of 1934, 47 U.5.C. §§ 502, 503(b}, ar fine ar imprisonment under Title
H 18 of the United States Code, 18 LU.5.C. § 1001,
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NORTH-STATE TELEPHONE CO,

&
4 . One Telephone Drive
P. 0. Box 809
- Mt. Vernon, Oregon 87865
{541) 932-4411

Date: June 24, 2015

Ms. Marlene H. Dortch

Secretary

Federal Communications Commission
9300 East Hampton Drive

Capitol Heights, MD 20743

Re: WC Docket No. 14-58, 2015 Annual Report, Form 481 for High-Cost Recipient
34.313(f)(1) “Milestone Certification™

Dear Ms Dortch:

In compliance with the filing requirements associated with, and attached to Form 481, we wish to
advise the Commission that North-State Telephone Co. provides H igh Speed Internet service to its

customers and:

© Has taken reasonable steps to provide upon reasonable request broadband service at actual
speeds of 4 Mbps downstream/ ! Mbps upsiream:;

@ Provides latency suitable for real-time applications including VoIP and usage capacity which
is reasonably comparable 1o those in urban areas and;

¢  That reasonable requests for service are met within a reasonable timeframe.

If there are questions, I may be contacted at 541 -932-4411,

Sipglrely. -
m@«’{ é\&“‘;/

da Kluser
Vice-Pres, Manager

ok

{Type text)



North-State Telephone Co.
2015
PROGRESS REPORT ON SERVICE QUALITY IMPROVEMENT PLAN

PREAMBLE

This document is an integral part of the Company’s 2015 Annual Report, as attached to Form
481. It is in compliance with §54.313(a)(1) adopted in the FCC’s USF/ICC Transformation
Order (11-161) and incorporates all further clarifications identified in subsequent
Reconsideration Orders, as applicable, that were in effect at the time the Annual Report was
due by Rule to the requisite regulatory authorities.

North-State Telephone Co. (North-State) advises that the environment in which the Company
operates is dynamic, not static. As a result, certain network targets identified in its initial 5
Year Network Improvement Plan, filed in 2014, may be modified in response to regulatory
decisions that have been subsequently adopted, and as their implication upon the Company’s
financial viability in providing the required services and service level quality became known.

Modifications to the network plan may also have been taken due to changes in technology,
vendor-driven support, weather, or emergency related contingencies.

Targets not met or changed since the initial 5 Year Plan filing are identified and reasons
provided for those changes.

UNIVERSAL SERVICE SUPPORT RECEIVED IN 2015

Per the Universal Service Administrative Company (USAC), as available for the period up to
this filing, North-State has received a total of $414,184 to date for 2015 (as of 06/04/15).
The breakdown of the funding for the year is:

- $267,894 High Cost Loop Support
$ 21,224 Connect America Fund-Intercarrier Compensation Support
$125,066 Interstate Common Line Support

- 3 0 Safety Net Additive

Universal Service Support funds are used to: 1) maintain, upgrade, and improve the
Company’s network and, 2) cover operating expenses and debt commitments as necessary to
permit it to offer a high level of service for both voice and broadband within the authorized

serving area.

USF support will continue to be included in the Company’s current revenue accounts and
forward-looking projections. Revenues, in the aggregate, are used for both capital
expenditures as well as to cover operating expenses and fixed costs incurred to obtain capital
from lenders. The Company does not segregate USF separately for purposes of capital and

GAIZIDATAMS] FOR 201642015 NARRATIVE-North-State docx
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operating expenditures; USF is expended in the same proportion as the Company's
aggregated revenue amount.

The proportionate share of USF expenditures in 2015 to date for CAPEX is estimated to be
$83,304 (15%); for OPEX $468,955 (85%).

In the accompanying 2015 project detail, expenditures for network improvements sometimes
involve service quality, coverage and capacity as an integrated improvement project and are
not mutually exclusive from one another. In terms of cost, projects involving multiple
qualifiers are of equal dollar equivalence. Where a project involves a single qualifier, it is so

noted.

PROGRESS REPORT

2015

Long Hollow Fiber Build: For 2015, NSTC intended to use operating cash flow to deploy
mainline and drop fiber to the Long Hollow area. This project was a continuation from the 2014

Easton Canyon Project.

The Fiber Project cost is estimated at $125,000. The project involves placement of approximately
2.5 route miles of fiber to 3 subscribers currently served over copper. When complete, these 3
subscribers will have a minimum of 1 MB upload and 6 MB download broadband speeds
available. NSTC expects an increase in broadband services as a result of this project based on
past experience with fiber upgrades to existing exchanges. This project was staked in fall 2013
and existing subscribers were informed at that time of the Company’s plans to upgrade their
service. As a result of a short construction season necessitated by extreme weather conditions,
this project is scheduled for completion in the third quarter 2015, The Company’s Field Engineer
will be on-site, working alongside the construction crews on a daily basis and will provide weekly
Progress Reports to Company Management to ensure deadlines are met.

Transmission: This project also required the addition of a new electronics in the field to replace
the current system. The estimated cost of NSTC labor and material will be $4,000.

This Long Hollow project has been delayed due to the upgrade of the switch cards.

DC Rectifier and Battery Upgrades: NSTC’s policy is to upgrade emergency and backup power
generation capabilities on a rotating basis. Battery life and years in service are evaluated each
year and replacements are completed as necessary. Generators and batteries at the Central office
and batteries at each DLC or remote are all considered. Rectifiers and inverters are also included.
In 2015, assuming support becomes more predictable and continuing to upgrade remains
economically viable NSTC has planned on replacing batteries in the Central Office. The

budgeted amount is $50,000.

Vehicles: In 2015 the Company planned to replace one service truck. Because the Company’s
service area is so large, by necessity significant miles (an average of 30,000 annually) are put on
service trucks in order to serve subscribers. To ensure the safety of employees as well as

G:\123DATAWMS] FOR 201612015 NARRATIVE-North-5tate.docx
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ensuring serviceable vehicles, the Company replaces most fleet vehicles every six years. The
vehicle to be replaced in 2015 is expected to cost $35,000.

This expenditure has been delayed due to the upgrade of the switch cards and virtualization of the
network.

Upgrade Switch and Network: The switch cards allow for more functionality, ease of software
upgrades and increased capacity. The virtualization of the network allows for increased service
quality. In the event of an emergency, staff technicians can access the network from anywhere to
resolve the issue quickly. The estimated total cost of these improvements is $111,000 and is
expected to be completed by July, 2015. This expenditure has been delayed due to the upgrade of
the switch cards and virtualization of the network.

General Expenditures: NSTC expects to spend $12,000 in miscellaneous additions.

GAIZIDATAME] FOR 201612015 NARRATIVE-Nonh-State. docx
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.ccording to the Paperwork Reduction Act of 1995, an a;
'MB control number for this information callection is 0572-0031. The time required to complete this information collection is estimated to avera,
Aing dats sources, pathering and maintaining the data needed, and completing and reviewing the collection of information.

sarching exi:

gency may not conduct or sponsor, and a person is not required to respond to, a collection of information unless it displays a valid OMB control number The valid

ge 4 hours per response, including the time for reviewing iastructions,

‘ USDA-RUS

OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS

This data wif] be wsed by RUS to review your financial situation. Your response is required by 7 U.S.C. 901 er seq.

ion, will be treated as confidential.

and, subjeci 1o federal lows and regrlations 7B

BORROWER NAME

North-5tate Telephone Co.

(Prepared with Audited Data)

NSTRUCTIONS-Submit report to RUS within 30 days gfier close aof the period.
‘or detailed instructions, see RUS Bulletin 1744-2. Report in whole dollars oniy.

PERIOD ENDING
December, 2014

BORROWER DESIGNATION
OR0532

We hereby certify that the entries in this report are in accordance with the

10 the best of our knowledge and belief

ALL INSURANCE REQUIRED BY 7 CFR PART 1788, CHA

CERTIFICATION

RENEWALS HAVE BEEN OBTAINED FOR ALL POLICIES.

DURING THE PERIOD CUVERED BY THIS REPORT PURSUANT TO PART 1788 OF 7CFR CHAPTER xvli

en fulfilled in all material re

All offiige obligations under the RUS lo

accounis and other records of the system and reflect the status of the system

PTER XVII, RUS, WAS IN FORCE DURING THE REPORTING PERIOD AND

(Check one of the following)

DAT

[] There has been a default in the fulfiiment of the obligations
under the RUS loan decuments. Said default(s) is/are
spedifically described in the Telacom Operating Repor!

L PART A. BALANCE SHEET
BALANCE BALANCE BALANCE BALANCE
ASSETS PRIOR YEAR | END OF PERIOD LIABILITIES AND STOCKHOLDERS' EQUITY PRIOR YEAR END CF PERIOD
‘URRENT ASSETS CURRENT LIABILITIES
1._Cash and Equivalents " 2.772,121] 4,049, 628]25 Accounts Payable 3il,062 100,211
2. Cash-RU$S Construction Fund 26. Notes Payable
3. Affifistes: ) 27._Advance Billings and Payments 30,060 30,050
2. Telecom, Accounts Receivable 42,187 35, 10438, Customer Deposils 675 1,365
b. Other Accounts Receivable 9,81z G125, Cument Mat. /T Debt 405,402 472,584
¢, Nates Receivable 30. Current Mat. L/T Debt-Rur. Dev.
1. Non-Affiliates: 31. Current Mat.-Capital Leases
a. Telecom, Accounts Receivable 32. Income Taxes Accrued
b. Other Accounts Recelvable 130,030 116, 91833, Other Taxes Accrued 52,960
c. Notes Receivable 98,540 034, Other Current Liabilities
5._Interest and Dividends Recaivable 9,976 0}35. Total Current Liabilities {25 thru 34) 747,199 697,180
i. Material-Regulated LONG-TERM DEBT
. Material-Nonregulated 317 369(36. Funded Debt-RUS Nates 7.177,803| 6,759,380
-_Prepayments 151,796 104, 180837, Funded Debt-RTB Notes
._Other Current Assets 38. Funded Debt-FFB Notes
-_Total Current Assets {1 Thru 9) 3,215,179} 4,306,189039. Funded Debt-Other
INCURRENT ASSETS 40. Funded Debt-Rural Develop. Loan
._Investment in Affiliated Companies 41. Premium (Discount) on LT Debt
2. Rural Development 1,359,550 6,519,687|4p Reacqguired Debt
b. Nonrural Development 111,357 43._Obligations Under Capital Lease 116,584 104,348
Cther Investments 44. Adv. From Affilialed Companies 2,603,798
a. Rural Deveiopment 45. Other Long-Term Debt 450,584 4,174,010
b. Nonrural Development 11,000 11,000{48. Total Long-Term Dabt (36 thru 45) 7,755,471 13,6‘_11,536
Nonregulated Investments 85, 016[OTHER LIAB. & DEF. CREDITS
Other Noncurrent Assets 47._Other Long-Term Liabilities 547 42,838
Deferred Charges 48. Other Deferred Credits 1,285,051] 1,372,390
Jurisdictional Differences 42, Other Jurisdictional Differences
Total Noncurrent Assets {11 thru 16) 1,521,307 6,615,703 50, Total Other Liabilities and Deferred Cradits (47 thru 43) 1,285,598) 1,415,229
\NT, PROFERTY, AND EQUIPMENT EQUITY
Telecom, Plant-in-Service 11,887,386[ 12,059, 952)51. Cap. Stock Qutstand. & Subscribed 1,349,9506{ 1,251,010
Property Held for Future Use 52._Additional Paid-in-Capital 2,150 2,150
Plant Under Construction 53. Treasury Stock (1,347,850)|(1,347,850)
Plant Adj., Nonop. Plant & Goodwil 54. Membership and Cap. Cerificates
Less Accumulated Depreciation 3,923,977 4,259,219(55. Other Capital
Net Plant {18 thru 21 less 22) 7,964,009 7,800,743(s58 Patronage Capital Credits
TOTAL ASSETS {10+17+23) 57. Retained Eamings or Margins 2,908,577] 3,063,380
58. Total Equity (51 thru §7) 2,912,827] 2,968,690
59. TOTAL LIABILITIES AND EQUITY (35+46+50+58)
12,703,095{ 18,722,635 12,701,095 18,722,635
Total Equity = 15.86% % of Total Assets Page 1 of 6



USDA-RUS BORROWER DESIGNATION
. ’ OR0532
OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS PERIOD ENDING
December, 2014
INSTRUCTIONS- See RUS Bulletin 1744-2
PART B. STATEMENTS OF INCOME AND RETAINED EARNINGS OR MARGINS
ITEM PRIOR YEAR THIS YEAR
1. _Local Network Services Revenues 112,452 104,842
2. Network Access Services Revenues 1,861,984 1,716,916
3. _Long Distance Network Services Revenues
4. _Carrier Billing and Collection Revenues 5.637 5,396
5. Miscellaneous Revenues 30,402 30,634
8. Uncollectible Revenues 1,583 485
7. Net Operating Revenues (1 thru 5 jess 6) 2,012,892 1,861,303
8. Piant Specific Operations Expense 270,609 205,252
9. Plant Nonspecific Operations Expense (Excluding Depreciation & Amortization) 89,4732 66,094
10. Depreciation Expense 428,290 448,250
11. Amortization Expense
12. _Customer Operations Expense 33,966 34,390
13. Corporate Qperations Expense 308,626 377,181
14. Total OperaEg_Expenses (8 thru 13) 1,130,963 1,131,167
15. Operating Income or Margins {7 less 14) 881,929 730,136
16. _Other Operating income and Expenses 1,054 1,006
17. State and Local Taxes 15,167 6,934
*118. Federal Income Taxes 176,468 98, 995
19. Other Taxes 134,613 144,057
20. _Total Operating Taxes {17+18+18) 326,249 249,986
21, Net Operating income or Margins (15+16-20) 556,734 481,156
22, Interest on Funded Debt 388,629 452,683
23. Interest Expense - Capital Leases
24. Other Interest Expense 2 1
25. Allowance for Funds Used During Construction
26. Total Fixed Charges (22+23+24-25) 388,631 452,684
27. Nonoperaling Net Income ' 261,156 190,756
28. Extraordinary ltems
29. _Jurisdictional Differences
30. Nonreguiated Net Income (145,584} (64,464)
31. Total Netincome or Margins (21+27+28+29+30-26) 283,675 154,804
32. Total Taxes Based on Income 155, 825 108,797
33. Relained Eamings or Margins Beginning-of-Year 2,953,606 2,508,577
34. Miscellaneous CreditsTea-r—to-Date 5
35, Dividends Declared {Common) 328,709
36. Dividends Declared (Preferred)
37, Other Debits Year-to-Date 1
38. Transfers to Patronage Capital
39. Retained Earnings or Margins End-of-Period [(31+33+34) - (35+36+37+38)] 2,808,577 3,063,380
10. Patronage C;ital-éeginning-of-Year
H. Transfers to Patronage Capital
i2. Patronage Capital Credits Retired
3. Patronage Capital End-of-Year (40+41-42) 0 5
4. Annual Debt Service Payments 775,281 870,993
5. Cash Ratio [(14+20-10-1 1/7) 0.5112 0.5012
6. Operating Accrual Ratio [(14+20+26) 17 0.9170 G.9852
7. TIER [{31+26)  26] 1.7299 1.3420
B. DSCR[(31+26+10+11) / 44 1.4156 1.2121

Page 2 of 6



USDA-RUS

OPERATING REPORT FOR

TELECOMMUNICATIONS BORROWERS

INSTRUCTIONS - See RUS Bulletin 1744-2

BORROWER DESIGNATION
OR0532

PERICD ENDED
December, 2014

Part C. SUBSCRIBER (ACCESS LINE), ROUTE MILE, & HIGH SPEED DATA INFORMATION
1. RATES _2. SUBSCRIBERS (ACCESS LINES) 3. ROUTE MILES
EXCHANGE B-1 R-1 BUSINESS RESIDENTIAL TOTAL TOTAL FIBER
(including fiber)
{a} (b} {a) () (c) (a) ()]
Dufur 17.40 12.45 66 300 366 320.22 178.64
MobileWireless 1]
Route Mileage 0.00 0.00
Outside Exchange
Area
Tatal [ 85| aoo 366 320,22 178.64
No. Exchanges 1 I




USDA-RUS

OPERATING REPORT FOR

TELECOMMUNICATIONS BORROWERS

INSTRUC TIONS - See RUS Bulletin 1744-2

OR0532

BORROWER DESIGNATION

PERIOD ENDED
December, 2014

Part C. SUBSCRIBER (ACCESS LINE), ROUTE MILE, & HIGH SPEED DATA INF ORMATION

4. BROADBAND SERVICE
Details on Least Expensive Broadband Service
EXCHANGE | No. Access Lines | No Of Broadband Number Of Advertised Advertised Price Per Month Standalone/Pckg Type Of
with B Subscribers Subscribers Download Rafe Upload Technology
available (Kbps) Rate (Kbps)
{a) (b (c) @ - (2] {f} {1 (@)
Dufur 366 251 681512 258 29.95] StandAlone Fiber to the
Home
Total 366 251




December,

USDA-RUS BCRROWER DESIGNATION
OPERATING REPORT FOR ORO532
! TELECOMMUNICATIONS BORROWERS PERIOD ENDING

2014

INSTRUCTIONS- See RUS Bulletin

1744-2

PART D. SYSTEM DATA

2. No. Other Employees

3. Square Miles Served

4. Aceess Lines per Square Mile

5. Subscribers per Route Mile

L. Ne. Plant Employess
1 323 1.13 1.14
PARTE. TOLL DATA
1. Study Area ID Code(s) 2. Types of Toll Settlements (Check one)
a. Interstate; D Average Schedule Cost Basis
b.
c Intrastate: D Average Schedule Cost Basis
d.
e
.
[+
h
[
i
PART F, FUNDS INVESTED IN PLANT DURING YEAR
1. RUS, RTB, & FFB Loan Funds Expended
2. Other Long-Term Loan Funds Expended
3. Funds Expended Under RUS Interim Approval
4. Other Shori-Term Loan Funds Expanded
5. General Funds Expended {Other than Interim) 284,984
£. Salvaged Materials
7. Contribution in Aid te Construction
8. Gross Additions to Telecom. Plant {1 thru 7) 284,984
PART G. INVESTMENTS IN AFFILIATED COMPANIES
CURRENT YEAR DATA CUMULATIVE DATA
Cumulative Cumulative
INVESTMENTS Investment IncomefLoss investment IncomeflLoss Current
This Year This Year To Date To Date Balance
@) ® {c) & e @
1._Investment in Affiliated Companies - Rural Development 5,095,796 (36,414) 6,423,589 856,098 6,515,687

2. Investment in Affiliated Companies - Nonrural Development

Page 5 of 6




USDA-RUS BORROWER DESIGNATION
OR0532

OPERATING REPORT FOR .

TELECOMMUNICATIONS BORROWERS PERIOD ENDING

December, 2014

PART H. CURRENT DEPRECIATION RATES

Are corporation’s depreciation rates approved by the regulatory authority
with jurisdiction over the provision of telephone services? (Check one)

YES O w~o

EQUIPMENT CATEGORY

DEPRECIATION RATE

Land and support assets - Motor Vehicles

i0.

00%

Land and support assets - Aircraft

Land and support assets - Special purpose vehicles

.50%

Land and support assets - Gargge and other work equipment

L10%

Land and support assets - Buildingg

.30%

Land and support assets - Fumiture and Office equipment

Land and support assets - General purpose computers

14.

30%

Central Office Switching - Digital

12,

30%

Central Office Switching - Analog & Electro-mechanical

._Central Office Switching - Operator Systems

:3599".“’9’.‘-":'-‘-59!\’.—‘

._Central Office Transmission - Radio Systems

.10%

- Central Office Transmission - Circuit equipment

ury
Ny

Jiryy pury
PN Y

. Information origination/termination - Station apparatus
. Information origination/termination - Customer premises wiring

._Information originationftermination - Large private branch exchanges

=y
[4,]

._Information origination/ftermination - Public telephone terminal equipment

jry
]

-_Information origination/termination - Other terminal equipment

—
~!

. Cable and wire facilities - Poles

.60%

jurey pury
©w |0

._Cable and wire facilities - Aerial cable - Metal

.00%

._Cable and wire facilities - Aerial cable - Fiber

o]
o

._Cable and wire facilities - Underground cable - Metal

)
NI

. Cable and wire facilities - Underground cable - Fiber

._Cable and wire facilities - Buried cabie - Metal

N
[3%)

-_Cable and wire facilities - Buried cable - Fiber

DY)
L1 N

._Cable and wire facilities - Conduit systems

[
D

. Cable and wire facilities - Other

PageBolg



: USDA-RUS

BORROWER DESIGNATION
ORD532

OPERATING REPORT FOR

PERICD ENDED

TELECOMMUNICATIONS BORROWERS
December, 2014
INSTRUCTIONS - See help in the online application.
PART | - STATEMENT OF CASH FLOWS
1. Beginning Cash (Cash and Equivalents pius RUS Construction Fund) 2,772,121
CASH FLOWS FROM OPERATING ACTIVITIES
2.  Net Income 154,804
Adjustments o Reconcile Net Income to Net Cash Provided by Operating Activifies I
3. Add: Depreciation 448,250
4. Add: Amortization 9
5. Cther (Explain)
Interest Receivable $,976
Changes in Operating Assets and Liabilities
6.  Decrease/(Increase) in Accounts Receivable 30,007
7. Decreasef(Increase) in Materiais and Inventory (52)
8. Decrease/(Increase) in Prepayments and Deferred Charges 47,616
9.  Decrease/(Increase) in Other Current Assets 0
10._ Increasef{Decrease) in Accounts Payable (210, 851)
11, Increase/(Decrease) in Advance Billings & Payments 0
12.  Increasef(Decrease) in Other Current Liabilities §2, 960
13. _Net Cash Provided/(Used) by Operations 572,710
CASH FLOWS FROM FINANCING ACTIVITIES
14.  Decrease/(Increase) in Notes Receivable 98,940
15, Increase/(Decrease) in Notes Payable 0
18, Increase/{Decrease) in Customer Deposits 690
17. _ Net Increase/(Decreasa) in Long Term Debt {Including Current Maturities) 5,953, 247
18.  Increasei(Decrease) in Other Liabilities & Deferred Credits 129,631
19.  Increase/(Decrease) in Capital Stock, Paid-in Capital, Membership and Capital Certificates & Other Capital (98,540)
20.  Less: Payment of Dividends Q
21.  Less: Patronage Capital Credits Retired a0
22, Other (Explain)
23. Net Cash Provided/{Used) by Financing Activities 6,083,568
CASH FLOWS FROM INVESTING ACTIVITIES
24, Net Capital Expenditures (Property, Plant & Equipment) (171,976)
25.  Other Long-Term Investments {5,093,796)
26.  Other Noncurrent Assets & Jurisdictional Differences 0
27, Other (Explain)
Accum Depr-Retired Assets
(113,009)
28. _ Net Cash Provided/(Used) by Investing Activities {5,378,781)
29.  Net Increase/{Decrease) in Cash 1,277,497
30. Ending Cash 4,049,618
Revision Date 2010




; USDA-RUS BORROWER DESIGNATION
OPERATING REPORT FOR OR0332
TELECOMMUNICATIONS BORROWERS
INSTRUCTIONS - See RUS Bulletin 1744-2 PERIOD ENDED

December, 2014

CERTIFICATION LOAN DEFAULT NOTES TO THE OPERATING REPORT FOR TELECOMMUNICATIONS BORROWERS




CERTIFIED

koo,

PUBLIC

| INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH ASPECTS OF
CONTRACTUAL AGREEMENTS AND REGULATORY REQUIREMENTS FOR
TELEPHONE BORROWERS

Board of Directors
North State Telephone Company and Subsidiaries
Mt. Vernon, Oregon

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the consolidated financial
statements of North State Telephone Company and Subsidiaries, which comprise the
consolidated balance sheet as of December 31, 2014 and 2013, and the related consolidated
statements of revenue, comprehensive income, stockholders’ equity and changes in cash flows
for the year then ended, and the related notes to the financial statements, and have issued our
report thereon dated March 26, 2015. In accordance with Government Auditing Standards, we
have also issued our report dated March 26, 2015, on our consideration of North State Telephone
Company and Subsidiaries’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. No reports other than the reports referred to above related to our audit have been

furnished to management.

In connection with our audit, nothing came to our attention that caused us to believe that North
State Telephone Company and Subsidiaries failed to comply with the terms, covenants,
provisions, or conditions of their loan, grant, and security instruments as set forth in 7 CFR Part
1773, Policy on Audits of Rural Utilities Service Borrowers, §1773.33 and clarified in the RUS
policy memorandum dated February 7, 2014, insofar as they relate to accounting matters as
enumerated below. However, our audit was not directed primarily toward obtaining knowledge
of noncompliance. Accordingly, had we performed additional procedures, other matters may
have come to our attention regarding North State Telephone Company and Subsidiaries’
noncompliance with the above-referenced terms, covenants, provisions, or conditions of the
contractual agreements and regulatory requirements, insofar as they relate to accounting matters.
In connection with our audit, we noted no matters regarding North State Telephone Company
and Subsidiaries’ accounting and records to indicate that North State Telephone Company and

Subsidiaries did not:

P.Q. DRAWER 577 = 205 NORTH MAIN
BRIGHAM CITY, UTAH 84302 » (435} 723-8563 » FAX ({435) 723-8565 3]



Maintain adequate and effective accounting procedures;

Utilize adequate and fair methods for accumnulating and recording labor, material, and overhead
costs, and the distribution of these costs to construction, retirement, and maintenance or other

€xpense accounts;

Reconcile continuing property records to the controlling general ledger plant accounts:
Clear construction accounts and accrue depreciation on completed construction;

Record and properly price the retirement of plant;

Seek approval of the sale, lease or transfer of capital assets and disposition of proceeds for the sale or
lease of plant, material, or scrap;

Maintain adequate control over materials and supplies;

Prepare accurate and timely Financial and Operating Reports;

Obtain written RUS approval to enter into any contract for the management, operation, or
maintenance of the borrower’s system if the contract covers all or substantially all of the telephone

system,

Disclose material related party transactions in the financial statements, m accordance with
requirements of related parties in generally accepted accounting principles;

Record depreciation in accordance with RUS requirements {(See RUS Bulletin 183-1, Depreciation
Rates and Procedures) and

Comply with the requirements for the detailed schedule of Investments.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as
a whole. The detailed schedule of investments in affiliated companies required by 7 CFR 1733.33(1),
and attached to this letter, is presented for purposes of additional analysis and is not a required part of
the basic financial statements. This information has been subjected to the auditing procedures applied
in our audit of the basic consolidated financial statements, and in our opinion, is fairly stated, in all
material respects, in relation to the basic consolidated financial statements taken as a whole.

See Schedule of Investments in Affiliated Companies.

This report is intended solely for the information and use of the board of directors, management, and
the RUS and supplemental lenders and is not intended to be and should not be used by anyone other
than these specified parties. However, this report is a matter of public record and its distribution is

not limited.

M;bw «(p. 120

Brigham City, Utah
March 26, 2015

32

sy,

TEr— ——, [ ——
B —— 3

P T
[



DOCKET NO. UM 1726

Cover Sheet for Submission of
2015 Annual ETC Certification Reports

Name of Eligible Telecommunications Carrier: North-State Telephone Co
Filing date: _ June 25, 2015

Is this: Original submission? X
OR
Revised submission?

Person to contact for questions:

Name Delinda Kluser

Phone number 541-932-4411

E-mail address dkluser@oretelco.net

Documents included in this filing (please check applicable items):
_ CAF/ICC Support (47 CFR § 54.304)
_ RateFloor Data (47 CFR § 54.313(h))
_ X Form 481 (High-cost per 47 CFR § 54.313, Low-income per 54.422)!

Form 690 (Mobility Fund per 47 CFR § 54.1009)

Affidavit for High-Cost Support

Filing deadlines: The deadlines for filing items required by 47 CFR § 54 are the same as
the deadlines for filing with the FCC. The notarized affidavit for high-cost support must
be filed no later than the due date for the FCC Form 481. Based on current information,
it appears that all items other than CAF/ICC support data are due by July 1. 2015. The
CAF/ICC support data are due the same day as the ETC’s interstate access tariff filing.

If revisions to an original submission are filed with the FCC or USAC, a copy of the
revisions must be filed with the Oregon Commission no later than five business days
following submission to the FCC or USAC.

! Lifeline-only ETCs must provide all information specified in 47 CFR § 54.422(b) even if the ETC does
not submit this information to the FCC.



Deedee Kluser

h

From: Form48l®@usac.org

Sent: Wednesday, June 24, 2015 5:28 PM

To: dkluser@ortelco.net

Subject: Form 481 Certification Confirmation
@ =

Form 481 Certification Confirmation
Congratulations. Your filing has been successfully certified.

Filing Number: 2

Certification Date and Time: Wed Jun 24 20:28:01 EDT 2015
Filing Created By: dkluser@ortelco.net

SAC: 532388

SPIN: 143002629

Carrier: NORTH STATE TEL CO.

Program Year: 2016

This is a system generated email.
Piease do not respend to this message.

© 1997-2015, Universal Service Administrative Company, All Rights Reserved.
USAC | 2000 L Street NW | Suite 200 | Washington, DC 20036
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- - e - . - — g Page 1
o =P i =1 : I L eehnadet -
FCCForm 4B1- Caprker Atwrtai Reporting o el : mmumwumm
<010> Study Area Code 532358
<015> Study Area Name WORTH STATE TEL cO.
<020> Program Year 2018
<030> Contact Name: Person USAC should contact elinda Kluser
with questions about this data R
<035> Contact Telephone Number: 5415324411 ext.
Number of the persan identitied in data line <030>
<03%> Contact Email Address:
Email of the person identified in data line <030>  dkluser@ortelco.net
ANNUAL REPOITTNG FOR ALL CARRVERS : fa 1 _
{check box when enmpietel
<100> Service Quality Improvement Reporting fcomplete attoched worksheet) v

{complete attached worksheet)

<200> Qutage Reporting (voice}

<210> I <~ check box if no outages te report [ v I1Em\:
<300> Unfulfilled Service Requests {voice) I 0 |

<310> Detail on Attempts {voice) I

{attach descriptive document)

] | N
<320> Unfulfilled Service Requests {broadband) g

& e
Detall an Attempts (broadbard) :M

{attach descriptive document)

<330>

<400> Number of Complaints per 1,000 customers (vaice}

<4105 Fixed 0.0 | - " I
<420> Mobile 0.0

<430> Number of Complzints per 1,000 customers {broadband) ._l;w_‘ji
<ado fed 50 I 5NN
<450> Mobile 0.0

«500> Service Quality Standards & Consumer Protection Rules Compliance {eheck ta indicate certification) [ v " ]

53238B0r510.pdf
<510 {attached descriptive dociument) L v Il I
<600 Functionality in Emergency Situations {check to indicate certification) ’ v _“ l

5323880r6l0.pdf

{attached descriptive daciment) | v I l I

<610>

<700> Company Price Offerings {voice) {compiete attached worksheet) _ \\\k
v I N “‘\

<710> Company Price Offerings {broadband} {complete attached worksheet)

<800> Operating Companies and Affiliates fcomplete attached worksheer)

<900> Tribal Land foerings (Y/N )? O @ {if yes, complete attached worksheet) : k\‘\‘\ \‘\
<1000> Voice Services Rate Comparahility Certification Yes \““\‘

<1010> fattach descriptive document) : :\;‘i:\"ﬁ{\
<1100> Certify whether terrestrial backhaul options exist [Yes ar No) @ Q {if not, check to indicate certification) | I ‘\\\\\“
<1110> fecomplete attached worksheet} ::E—

<1200> Terms and Condition for Lifeline Customers feomplete attached worksheet) F \:'N.\:_

Price Cap Carriers, Proceed to Price Cap Additional Documentation Worksheet

Including Rate-of-Return Carriers offiliated with Price Cap tocal Exchange Carriers

<2000> fcheck to indicote certification) \\‘\\

<2005> {complete ottoched worksheet) . hm_
Rate of Return Carriers, Proceed to ROR Additional Documentation Worksheet

<3000> {check to indicate certification] v L"\\\qﬂ‘

<3005> feamplete attoched worksheet) v
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Page 13

[Gartiticatio s - Reporting Corrler b . FEC R 8] =
tiaka Collachor forp: 1 q : : OB Control No, 3OS0-0SR670MB Cintrct Na. 20500818
1 i ) i Jug s i - , i .
S et

<010>  Study Area Code 532388

<015>  Study Area Name HORTH STATE TEL CO.

<020>  Program Year 2016

<030>  Contact Name - Person USAC shouid contact regarding this data Delinda Kluser

<035>  Contact Tefephone Number - Number of person identified in data line <030> 5419324411 ext.

<039> Contact Email Address - Email Address of person identified in datz line <030>  dkluserfortelce.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF THE REPORTING CARREER IS FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or LI Reciplents

I certify that | am an officer of the reporting carrier; my responsibilities include ensuring the accuracy of the annual reporting requirements for universal service support
recipients; and, to the best of my knowledge, the information reported on this form and in any attachments is accurate,

Name of Reporting Carrfer; NORTH STATE TEL €O.

Signature of Authorized Officer: Date

Printed name of Authorized Officer; Delinda Kluser

Title or position of Authorized Officer: Vice-Pres, Manager

Telephone number of Authorized Officer: 5419324411 ext.

Study Area Code of Reporting Carrier: 532488 Filing Due Dale for this form: 07/01/2015

Persans wlllfully making false statements on this form can be punished by fine or forfeiture under the Communications Act of 1634, 47 L.5.C. §§ 502, 503(b), or fine or Imprisonment
under Title 18 of the United States Code, 18 U.S.C. § 1001,
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Ceithization - Agent f Carviar | 6 Forwr 481
Eata Callection Porhs B Cortred Mo -3050-B98G/OME Caniet Mo 20600855

Jubp el

<0D10>  Study Area Code 532388

<015>  Study Area Name NORTH STATE TEL CO.

<020>  Program Year 2016

<030> Contact Name - Person LUSAC should contact regarding this data Delinda Kluser
54198324411 ext.

<035>  Contact Telephone Number - Number of person identified in data line <030>

<038>  Contact Email Address - Email Address of person identified in data line <030>  dkluser@iortelco.net

TO BE COMPLETED BY THE REPORTING CARRIER, IF AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Officer to Authorize an Agent to File Annual Reports for CAF or LI Recipients on Behaif of Reporting Carrier

| certify that (Name of Agant) is authorized to submilt the Information reportad on behalf of the reporting carrier. |
also certify that | am an officer of the reporting carrier; my responelbilities include ensuring the accuracy of the annual data reporting requirements provided to the authorized
2gent; and, to the best of my knowledge, the reports and data provided to the authorized agent is accurate.

Name of Authorized Agent:

Name of Reporting Carrier:

Signature of Authorized Dfficer; Date:

Printed name of Authorized Officer:
Title or position of Authorized Officer:

Telephone number of Authorized Officer:

Study Area Cade of Reporting Carrier: Filing Due Date for this form:

Persons willfully making false statements on this form can be punished by fine or forfeiture under the Cemmunications Act of 1934, 47 U.$.C. 55 502, 503{b), cr fine or imprisanment
under Title 18 of the United States Code, 18 U.S.C. § 1001.

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to File Annual Reports for CAF or LI Recipients an Behalf of Reporting Carrier

I, as agent for the reporting carrler, certify that | am authorized to submit the annual reports for universal service support reciplents on behalf of the reporting carrier; | have provided
the data reported herein based on data provided by the reparting carrier; and, to the best of my knowledge, the information reportad herein is accurate.

Name of Reporting Carrier;

Name of Authorized Agent or Employes of Agent:

Signature of Authorized Agent or Employee of Agent:

Printed name: of Authorized Agent or Employee of Agent:

Title or pesition of Authorized Agent or Employee of Agent

Telephone number of Autharized Agent or Employee of Agent:

Study Area Code of Reporting Carrier: Flling Due Date for this form:

Date:

Persons willfully making false statements on this form can be punished by fine or farfeiture under the Communications Act of 1934, 47 U.5.C. §5 502, 503(b), or fine or imprisonment under Title
1B of the United States Cede, 18 U.S.C. § 1001,
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Q/KDFITH~STATE TELERPHONE CO.

(}/ One Telephone Drive
P. 0. Box 809
it. Vernon, Oregon 87885

[541] 932-4411

Date: June 24, 2015

Ms. Marlene H. Dortch

Secretary

Federal Communications Commission
9300 East Hampton Drive

Capitol Heights, MD 20743

Re: WC Docket No. 14-58, 2015 Annual Report, Form 481 for High-Cost Recipient
54.313(A(1) “Milestone Certification™

Dear Ms Dorich:

In compliance with the filing requirements associated with, and attached to Form 481, we wish to
advise the Commission that North-State Telephone Co. provides H igh Speed Internet service to its

customers and:

Has taken reasonable steps 1o provide upon reasonable request broadband service at actual
speeds of 4 Mbps downstream/] Mbps upstream;

Provides latency suitable for real-time applications including VoIP and usage capacity which
is reasonably comparable 10 those in urban areas and;

® That reasonable requests for service are met within a reasonable timeframe.

@

&

If there are questions, | may be contacted at 541-932-4411.

ingerely, -
JUA 5\}\\/
Qkkﬁda Kius’et{

Vice-Pres, Manager

—i

ype text]

e



North-State Telephone Co.
2015
PROGRESS REPORT ON SERVICE QUALITY IMPROVEMENT PLAN

PREAMBLE

This document is an integral part of the Company’s 2015 Annual Report, as attached to Form
481. It is in compliance with §54.313(a)(1) adopted in the FCC’s USF/ICC Transformation
Order (11-161) and incorporates all further clarifications identified in subsequent
Reconsideration Orders, as applicable, that were in effect at the time the Annual Report was

due by Rule to the requisite regulatory authorities.

North-State Telephone Co. (North-State) advises that the environment in which the Company
operates is dynamic, not static. As a result, certain network targets identified in its initial 3
Year Netwotk Improvement Plan, filed in 2014, may be modified in response to regulatory
decisions that have been subsequently adopted, and as their implication upon the Company’s
financial viability in providing the required services and service level quality became known.

Modifications to the network plan may also have been taken due to changes in technology,
vendor-driven support, weather, or emergency related contingencies.

Targets not met or changed since the initial 5 Year Plan filing are identified and reasons
provided for those changes.

UNIVERSAL SERVICE SUPPORT RECEIVED IN 2015

Per the Universal Service Administrative Company (USAC), as available for the period up to
this filing, North-State has received a total of $414,184 to date for 2015 (as of 06/04/15).
The breakdown of the funding for the year is:

$267,894 High Cost Loop Support

- 8§ 21,224 Connect America Fund-Intercarrier Compensation Support
$125,066 Interstate. Common Line Support
$ 0 Safety Net Additive

Universal Service Support funds are used to: 1) maintain, upgrade, and improve the
Company’s network and, 2) cover operating expenses and debt commitments as necessary to
permit it to offer a high level of service for both voice and broadband within the authorized

serving area.

USF support will continue to be included in the Company’s current revenue accounts and
forward-looking projections. Revenues, in the aggregate, are used for both capital
expenditures as well as to cover operating expenses and fixed costs incurred to obtain capital
from lenders. The Company does not segregate USF separately for purposes of capital and

GMAZIDATAME] FOR 201612015 NARRATIVE-North-State. docx
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operating expenditures; USF is expended in the same proportion as the Company's
aggregated revenue amount.

The proportionate share of USF expenditures in 2015 to date for CAPEX is estimated to be
$83,304 (15%); for OPEX $468,955 (85%).

In the accompanying 2015 project detail, expenditures for network improvements sometimes
involve service quality, coverage and capacity as an integrated improvement project and are
not mutually exclusive from one another. In terms of cost, projects involving multiple
qualifiers are of equal dollar equivalence. Where a project involves a single qualifier, it is so
noted.

PROGRESS REPORT

2015

Long Hollow Fiber Build: For 2015, NSTC intended to use operating cash flow to deploy
mainline and drop fiber to the Long Hollow area. This project was a continuation from the 2014

Easton Canyon Project.

The Fiber Project cost is estimated at $125,000. The project involves placement of approximately
2.5 route miles of fiber to 3 subscribers currently served over copper. When complete, these 3
subscribers will have a minimum of 1 MB upload and 6 MB download broadband speeds
available. NSTC expects an increase in broadband services as a result of this project based on
past experience with fiber upgrades to existing exchanges. This project was staked in fall 2013
and existing subscribers were informed at that time of the Company’s plans to upgrade their
service. As a result of a short construction season necessitated by extreme weather conditions,
this project is scheduled for completion in the third quarter 2015. The Company’s Field Engineer
will be on-site, working alongside the construction crews on a daily basis and will provide weekly
Progress Reports to Company Management to ensure deadlines are met.

Transmission: This project also required the addition of 2 new electronics in the field to replace
the current system. The estimated cost of NSTC labor and material will be $4,000.

This Long Hollow project has been delayed due to the upgrade of the switch cards.

DC Rectifier and Battery Upgrades: NSTC’s policy is to upgrade emergency and backup power
generation capabilities on a rotating basis. Battery life and years in service are evaluated each
year and replacements are completed as necessary. Generators and batteries at the Central office
and batteries at each DLC or remote are all considered. Rectifiers and inverters are also included.
In 2015, assuming support becomes more predictable and continuing to upgrade remains
economically viable NSTC has planned on replacing batteries in the Central Office. The

budgeted amount is $50,000.

Vehicles: In 2015 the Company planned to replace one service truck. Because the Company’s
service area is so large, by necessity significant miles (an average of 30,000 annually) are put on
service trucks in order to serve subscribers. To ensure the safety of employees as well as

GAI23DATAMS] FOR 201612015 NARRATIVE-North-State.docx
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ensuring serviceable vehicles, the Company replaces most fleet vehicles every six years. The
vehicle to be replaced in 2015 is expected to cost $35,000.

This expenditure has been delayed due to the upgrade of the switch cards and virtualization of the
network.

Upgrade Switch and Network: The switch cards allow for more functionality, ease of software
upgrades and increased capacity. The virtualization of the network allows for increased service
quality. In the event of an emergency, staff technicians can access the network from anywhere to
resolve the issue quickly. The estimated total cost of these improvements is $111,000 and is
expected to be completed by July, 2015. This expenditure has been delayed due to the upgrade of

the switch cards and virtualization of the network,

General Expenditures: NSTC expects to spend $12,000 in miscellaneous additions.

GAI23DATAME1 FOR 20162015 NARRATIVE-North-State docx
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-ccarding to the Pzperwork Reduction Act of 1993, an igency ma
*ME control number for this information collection is D572-0031. The ti
sarching existing data sources, gathering and maintaining the date neede

y not conduct or sponsar, and a person is not required to respond 10, & collection of information unless it displays a valid OMB control number. The valid
me required to complete this information collection is estimated to average 4 hours per response, including the time for reviewing instructions,
d, and completing and reviewing the collection of information,

3

USDA-RUS

OPERATING REPORT FOR

TELECOMMUNICATIONS BORROWERS

Your resp 18 required by 7 LL8.C. 901 et seq.

This data will be used by RUS to review your
ial information, witl be treated as confidentiai.

and, subject 1o federal laws and r § regarding e
BORROWER NAME

B,

North-8tate Telephone Co.

(Prepared with Audited Data)

NSTRUCTIONS-Submit report to RUS within 30 days gfier close of the period

or detailed instructions, see RUS Bulletin 17-44-2. Report in whole dollars only,

BORROWER DESIGNATION
OR0OG32

PERIOD ENDING

December, 2014

We hereby certify that the entries in this report are in accordance with the

PTER XVII, RUS, WAS IN FORCE DURING THE REPORTING PERIOD AND

ta the best of our kmowledge and belief

ALL INSURANCE REQUIRED BY 7 CFR PART 1788, CHA.

CERTIFICATION

RENEWALS HAVE BEEN OBTAINED FOR ALL POLICIES.

DURING THE PERIOD COVERED BY 'THIS REPORT PURSUANT TO PART 1788 OF 7CFR CHAPTER XVl

All offi§e obligations under the RUS lo
B en fulfiiled in all material rg,

{Check ore of the following)

DATI

] There has been a default in the fulfilment of the obligations
under the RUS loan documents. Said defaull(s) isfare
specifically describad in the Telecom Operating Reporl

accounts and other records of the sysiem and reflect the status of the system

PART A, BALANCE SHEET

i
BALANCE BALANCE BALANCE BALANCE
ASSETS PRIOR YEAR END OF PERIOD LIABILITIES AND STOCKHOLDERS' EQUITY PRIOR YEAR END OF PERIOD
;URRENT ASSETS CURRENT LIABILITIES
1. Cash and Equivalents 2,772,121] 4,049, 618/25. Accounts Payable 311,062 100,211
2. Cash-RUS Construction Fund 26. Notes Payable
3. Affiliates: 27. Advance Billings and Payments 30,060 30,060
a. Telecom, Accounts Receivable 42,187 35, 104|128 Custormer Deposits 675 1,365
b. Other Accourds Receivable 9,812 0)28. Current Mat. L/T Debt 405,402 472,584
c. Notes Receivable 30. Current Mat. UT Debt-Rur. Dev,
4. Non-Affilistes; 31. Current Mat.-Capltal Leases
a. Telecom, Accounts Receivable 32. Income Taxes Accrued
b. Gther Accounts Receivable 130,030 116, 918133, Other Taxes Accrued 92,960
c. Notes Receivable 98,940 034 Other Current Liabilities
5. Interest énd Cividends Receivable 9,878 0135. Total Current Liabilities {25 thru 34) 747,199 697,180
I._Material-Regulated LONG-TERM DEBT
. Material-Nonregulated 317 369)136. Funded Debt-RUS Notes 7,177,903) 6,759,380
. Prepayments 151,756 104, 18037 Funded Debt-RTB Notes
._Other Current Assets 38. Funded Debi-FFB Notes
-_Totai Current Assets {1 Thru 8) 3,215,179 4,306, 185039 Funded Debt-Other
JNCURRENT ASSETS 40._Funded Debt-Rural Develop. Loan
._Investment in Affiliated Companies 41. Premium {Discount) on LIT Debt
a. Rural Development 1,399,550] 6,5189,687|40 Reacquired Debt
b. Nonrural Development 112,357 43, Obligations Under Capital Lease 116,984 104,348
Other Investments 44. Adv. From Affiliated Companies 2,603,798
a. Rural Devejopment 45. Other Long-Term Debt 460,584 4,174,010
b. Nonrural Development 11,000 11, 000]46. Total Long-Term Debt {36 thru 45) 7,755,471] 13,641,538
Nonregulated Investments 85, 016 [OTHER LIAB. & DEF, CREDITS
Other Noncurrent Assets 47. Other Long-Term Liabilities 547 42,839
Deferred Charges 48. Other Deferred Credits 1,285,051} 1,372,390
Jurisdictional Differences 48. Other Jurisdictional Differences
Total Noncurrent Assets (11 thru 16) 1,521,907 6,615, 703150 Total Other Liabiliies and Deferred Credits (47 thru 49) 1,285,598| 1,415,229
ANT, PROPERTY, AND EQUIPMENT EQUITY
Telecom, Plant-in-Service 11,887, 986) 12,059, 962]51. Cap. Stock Ouisland, & Subscribed 1,3459,550] 1,251,010
Property Held for Future Use 152, Additional Paid-in-Capial 2,150 2,150
Plant Under Construction 53. Treasury Stock {1,347,850)|(1, 347 ,850)
Plant Adj., Nonop. Plant & Goodwill 54. Membership and Cap. Certificates
Less Accumulated Depreciation 3,823,8771 4,259,219(55. Other Capiial
Net Plant {18 thru 21 less 22) 7,964,008 7,800, 74358 Patronage Capital Credits
TOTAL ASSETS (10+17+23) 57. Retained Earnings or Margins 2,508,577] 3,063,380
58. Total Equity {51 thru 57} ] 2,912,827 2,968,690
59. TOTAL LIABILITIES AND EQUITY (35+46+50+58)
12,701,095 18,722,635 12,701,085 18,722,635
Total Equity = 15.86% % of Total Assets Page 1.0f 6




USDA-RUS BORROWER DESIGNATION

OR0532

OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS

PERIOD ENDING

December, 2014
INSTRUCTIONS- See RUS Bullstin 1 744-2

PART B. STATEMENTS OF INCOME AND RETAINED EARNINGS OR MARGINS

&

ITEM PRIOR YEAR THIS YEAR

1. Local Network Services Revenues 112,452 104,842

2. Network Access Services Revenues 1,861,984 1,716,916

3. _Long Distance Network Services Revenues

4. _Carrier Billing and Collection Revenues 9,637 9,396

5. Miscellaneous Revenues 30,402 30,634

8. Uncollectible Revenues 1,583 485

7. MNet Operating Revenues (1 thru 5 less 6) 2,012,882 1,861,303

8. Plant Specific Operations Expense 270,609 205,252

9. _Plant Nonspecific Operations Expense {Excluding Depreciation & Amorlization) 89,472 66,054
10. Depreciation Expense 428,290 448,250
11. Amortization Expense
12. Customer Operations Expense 33,966 34,290
13. Corporate Operations Expense 308,626 377,181
14. Total Operating Expenses (8 thru 13) 1,130,963 1,131,167
15. Operating income or Margins (7 less 14) 881,929 730,136
16. Other Operating Income and Expenses 1,054 : 1,006
17. State and Local Taxes 15,167 €,934
18. Federal Income Taxes 176,469 98, 895
19. Other Taxes 134,613 144,057
20. Total Operating Taxes (17+18+19) 326,249 245,986
21. Net Operating income or Margins (15+1 6-20) 556,734 481,156
22. Interest on Funded Debt 388,629 452,683

23. Interest Expense - Capital Leases
24, Other Interest Expense - : - .
25. Allowance for Funds Used During Construction

26._Total Fixed Charges (22+23+24-25) 388,631 o= =
27. Nonoperating Net income ' 261,156 190,796
28. Extraordinary ltems
29. Jurisdictional Differences
30. Nornreguiated Net income (145,584) (64,464)
31, Total Net Income or Margins (21+27+28+29+30-26) 283,675 154,804y,
32. Total Taxes Based on Income 155, 825 109,787
133. Relained Eamings or Margins Beginning-of-Year 2,953,606 2,508,577
34. Miscellaneous Credits Year-to-Date 5
35. Dividends Declared {Common) 328,709
36. Dividends Declared {(Preferred)
37.Other Debils Year-to-Date 1
38. Transfers to Patronage Capital
39. Retained Earnings or Margins End-of-Period [(31+33+34) - {35+36+37+38)] 2,908,577 3,062,380
10. Patronage Capital Beginning-of-Year T
1. Transfers to Patronage Capital
I2. Patronage Capital Credits Retired
3. _Patronage Capital End-of-Year (40+41-42) 0 0
4. _Annual Debt Service Payments 775,281 870,553
5. Cash Ratio [(14+20-10-11)/ 7] 0.5112 0.5012
6. _Operating Accrual Ratio [(14+20+26) / 7) 0.9170 0.9852
7._TIER [(31+26) / 26] 1.7299 1.3420
B. DSCR [(31+26+10+11)I44] 1.4156 1.2121

Page 2 of 6



USDA-RUS

OPERATING REPORT FOR

TELECOMMUNICATIONS BORROWERS

INSTRUCTIONS - See RUS Bulietin 1744-2

BORROWER DESIGNATION
OR0532

PERIOD ENDED
December, 2014

Part C. SUBSCRIBER (ACCESS LINE}, ROUTE MILE, & HIGH SPEED DATA INFORMATION

1. RATES 2. SUBSCRIBERS (ACCESS LINES) 3. ROUTE MILES
EXCHANGE B-1 R-1 BUSINESS RESIDENTIAL TOTAL TOTAL FIBER
(Including fiber)
(a) (=] (@ {b) (=] {a) {b)
Dufur 17.40 12.45 66 300 366 32022 178.64
MobileWireless 0
Route Mileage 0.00 0.00
Outside Exchange
Area
Total | 66| 00| 366 320,22 178.64

1

No. Exchanges




USDA-RUS

OPERATING REPORT FOR

TELECOMMUNICATIONS BORROWERS

INSTRUCTIONS - See RUS Bulletin 1744-2

BORROWER DESIGNATION
OCRDS532

PERIOD ENDED
December, 2014

Part C. SUBSCRIBER (ACCESS LINE}, ROUTE MILE, & HIGH SPEED DATA INFORMATION

4. BROADBAND

SERVICE _

Details on Least Expensive Broadband Service
EXCHANGE | No. Access Lines | No Of Broadband Number Of Advertised Advertised Price Per Month | Standalone/Pckg Type Of
with BB Subscribers Subscribers Downlpad Rate Upload Technology
available (Kbps) Rate (Kbps)
& (i) (c} (d) (e} 7] {f} @
Dufur 366 251 68512 256 28.95| StandAlone Fiber o the
Home

Total 366 251




USDA-RUS BORROWER DESIGNATION
OPERATING REPORT FOR CROS32
' TELECOMMUNICATIONS BORROWERS PERIOD ENDING
December, 2014

INSTRUCTIONS- See RUS Bulletin 1744-2

PART D. SYSTEM DATA

2. Na. Other Employees

3. Square Miles Served

4. Aceess Lines per Square Mile

5. Subscribers per Route Mile

1. No. Plant Employees
1 323 1.13 1.14
PARTE. TOLL DATA
1. Study Area ID Code(s) 2. Types of Toll Settlernents (Check one)
a. Interstate; D Average Schedule Cost Basis
b.
c Intrastate: D Average Schedule Cost Basis
]
B
f.
g.
h.
i
PART F. FUNDS INVESTED IN PLANT DURING YEAR
1. RUS, RTB, & FFB Loan Funds Expended
2. Other Long-Term Loan Funds Expended
3. Funds Expended Under RUS Interim Approval
4. Other Short-Term Loan Funds Expended
5._General Funds Expended (Other than Interim) 284,984
6. Saivaged Materials
7. Contribution in Aid to Construction
8. Gross Additions to Telecom. Piant (1 thru 7) 284,984
PART G. INVESTMENTS IN AFFILIATED COMPAN!IES
CURRENT YEAR DATA CUMULATIVE DATA
Cumulative Cumuiative
INVESTMENTS nvestment IncomeiLoss Investment IncomefLoss Current
This Yaar This Year To Date Ta Date Balance
{a) %) e ) ) @
1. Investment in Affiliated Companies - Rural Development 5,096,796 (36,414) 6,423,589 96,098 6,519,687
2. Investment in Affiliated Companies - Nonrural Development

Page 5 of 6




USDA-RUS

BORROWER DESIGNATION
OR0532

OPERATING REPORT FOR .
TELECOMMUNICATIONS BORROWERS

PERIOD ENDING

December,

PART H. CURRENT DEPRECIATION RATES

Are corporation's depreciation rates approved by the regulatory authority
with jurisdiction over the provision of telephone services? (Check one)

YES O w~o

EQUIPMENT CATEGORY

DEPRECIATION RATE

10.

00%

Land and support assets - Motor Vehicles

Land and support assets - Aircraft

Land and support assets - Special purpose vehicles

.50%

Land and support assets - Garage and other work equipment

.10%
.30%

Land and support assets - Buildings
Land and support assets - Fumiture and Office equipment

14,

30%

Land and support assets - General purpose computers

12.

30%

OloNTOTR R oo T

Central Office Switching - Digital

Central Office Switching - Analog & Electro-mechanical

._Central Office Switching - Operator Systems

pucy
o

._Central Office Transmission - Radio Systems

el Y
N -

. Central Office Transmission - Circuit equipment

.10%

jury
[

. Information originatior/termination - Station apparatus

. Information origination/ftermination - Customer premises wiring

iy
F-g

—a
Ly

._Informaticn origination/ftermination - Large private branch exchanges

. Information origination/termination - Public telephone terminal equipment

- [
~ D

. Information originationftermination - Other terminal equipment

.60%

._Cable and wire facilities - Poles

jary
o

. Cabie and wire facilities - Aerial cable - Metal

[=a

.00%

[l =Y
[a= ) Lo

._Cable and wire facilities - Aerial cable - Fiber

._Cable and wire facilities - Underground cable - Metal

[¥]
jiry

._Cable and wire facilities - Underground cable - Fiber

[N
w M

. _Cable and wire facilities - Buried cable - Metal

.60%
-80%

._Cable and wire facilities - Buried cable - Fiber

[R¥)
A

Cable and wire facilities - Conduit systems

L10%

[¥]
(2]

25,

. Cable and wire faciiities - Other

Page f ol 6



BORROWER DESIGNATION

y USDA-RUS
ORD532
OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS PERIOD ENDED
December, 2014
INSTRUCTIONS — See help in the online application.
PART | ~ STATEMENT OF CASH FLOWS
1. _Beginning Cash (Cash and Equivalents plus RUS Construction Fund) 2,772,121
CASH FLOWS FROM OPERATING ACTIVITIES
2.  NetIncome 154,804
Adjustments to Reconcile Net income o Net Cash Provided by Operating Activities ;
3. Add: Depreciation 448,250
4.  Add: Amoriization 0
5. Other (Explain)
Interest Receivable 9,976
Changes in Operating Assels and Liabilities
6.  Decreasef{increase) in Accounts Receivable 30,007
7. Decrease/{Increase) in Materials and Inventory (52}
8. Decreasef(Increase) in Prepayments and Deferred Charges 47,618
9.  Decrease/{Increase) in Other Current Assets 0
10.__Increase/(Decrease) in Accounts Payable (210, 851)
11. __ Increase/(Decrease) in Advance Billings & Payments 9
12.  Increase/(Decrease) in Other Current Liabilities 92,960
13.  Net Cash Provided/{Used) by Operations 572,710
CASH FLOWS FROM FINANCING ACTIVITIES
14.  Decrease/(Increase) in Notes Receivable 98,940
15. _ Increase/(Decrease) in Notes Payable 0
16.  Increase/(Decrease) in Customer Deposits 550
17. _Net Increase/(Decrease) in Long Term Debt {including Current Maturities) 5,953,247
18.  Increase/(Decrease) in Other Liabilities & Deferred Credits 129,631
19.  Increase/{Decrease) in Capital Stock, Paid-in Capital, Membership and Capital Certificates & Other Capital (98,940}
20.  Less: Payment of Dividends 0
21.  Less: Patronage Capital Credits Retired 0
22 Other (Explain)
23.  Net Cash Providedi/{Used) by Financing Activities 6,083,568
CASH FLOWS FROM INVESTING ACTIVITIES
24.  Net Capital Expenditures (Property, Plant & Equipment) (171,976)
25.  Other Long-Term Investments (5,083,796)
26.  Other Noncurrent Assets & Jurisdictional Differences G
27.  Other (Explain)
Accum Depr-Retired Assets
(113,009)
28.  Net Cash Provided/{Used) by Investing Activities {5,378,781)
29.  Net Increase/{Decrease) in Cash 1,277,497
30.  Ending Cash 4,049,618
Revision Date 2010




USDA-RUS ' BORROWER DESIGNATION

OPERATING REPORT FOR OR0532
TELECOMMUNICATIONS BORROWERS

INSTRUCTIONS - See RUS Bulletin 1744-2

PERIOD ENDED
December, 2014

CERTIFICATION LOAN DEFAULT NOTES TO THE OPERATING REPORT FOR TELECOMMUNICATIONS BORROWERS
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PRV

|

CERTIFIED

ACCOUNTANTS OF!C.

PUBLIC

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH ASPECTS OF
CONTRACTUAL AGREEMENTS AND REGULATORY REQUIREMENTS FOR
TELEPHONE BORROWERS

Board of Directors
North State Telephone Company and Subsidiaries

Mt. Vernon, Oregon

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the consolidated financial
statements of North State Telephone Company and Subsidiaries, which comprise the
consolidated balance sheet as of December 31, 2014 and 2013, and the related consolidated
statements of revenue, comprehensive income, stockholders’ equity and changes in cash flows
for the year then ended, and the related notes to the financial statements, and have issued our
report thereon dated March 26, 2015. In accordance with Government Auditing Standards, we
have also issued our report dated March 26, 2015, on our consideration of North State Telephone
Company and Subsidiaries’ internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. No reports other than the reports referred to above related to our audit have been

furnished to management.

In connection with our audit, nothing came to our attention that caused us to believe that North
State Telephone Company and Subsidiaries failed to comply with the terms, covenants,
provisions, or conditions of their loan, grant, and security instruments as set forth in 7 CFR Part
1773, Policy on Audits of Rural Utilities Service Borrowers, §1773.33 and clarified in the RUS
policy memorandum dated February 7, 2014, insofar as they relate to accounting matters as
enumerated below. However, our audit was not directed primarily toward obtaining knowledge
of noncompliance. Accordingly, had we performed additional procedures, other matters may
have come to our attention regarding North State Telephone Company and Subsidiaries’
noncompliance with the above-referenced terms, covenants, provisions, or conditions of the
contractual agreements and regulatory requirements, insofar as they relate to accounting matters.
In connection with our audit, we noted no matters regarding North State Telephone Company
and Subsidiaries’ accounting and records to indicate that North State Telephone Company and

Subsidiaries did not:

P.O. DRAWER 577 « 205 NORTH MAIN
BRIGHAM CITY, UTAH 84302 = (435} 723-8563 » FAX (435) 723-8565 3]
J



Maintain adequate and effective accounting procedures;

Utilize adequate and fair methods for accumulating and recording labor, material, and overhead
costs, and the distribution of these costs to construction, retirement, and maintenance or other

expense accounts;

Reconcile continuing property records to the controlling general ledger plant accounts;
Clear construction accounts and accrue depreciation on completed construction:

Record and properly price the retirement of plant;

Seek approval of the sale, lease or transfer of capital assets and disposition of proceeds for the sale or
lease of plant, material, or scrap;

Mantain adequate control over materials and supplies;
Prepare accurate and timely Financial and Operating Reports;

Obtain written RUS approval to enter into any contract for the management, operation, or
maintenance of the borrower’s system if the contract covers all or substantially all of the telephone

system,

Disclose material related party transactions in the financial statements, in accordance with
requirements of related parties in generally accepted accounting principles;

Record depreciation in accordance with RUS requirements (See RUS Bulletin 183-1, Depreciation
Rates and Procedures) and

Comply with the requirements for the detailed schedule of investments,

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as
a whole. The detailed schedule of investments in affiliated companies required by 7 CFR 1733.33(1),
and attached to this letter, is presented for purposes of additional analysis and is not a required part of
the basic financial statements. This information has been subjected to the auditing procedures applied
in our audit of the basic consolidated financial statements, and in our opinion, is fairly stated, in all
material respects, in relation to the basic consolidated financial statements taken as a whole.

See Schedule of Investments in Affiliated Companies.

This report is intended solely for the information and use of the board of directors, management, and
the RUS and supplemental lenders and is not intended to be and should not be used by anyone other
than these specified parties. However, this report 1s a matter of public record and its distribution is

not limited.

Wjﬁxm v (o, o

Brigham City, Utah
March 26, 2015
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