EXHIBIT 2
AFFILIATED TRANSACTIONS

Pend Oreille Telephone Company and its parent, Rural Telephone Company, have a service
agreement in which Rural Telephone provides management and operational service to Pend
Oreille Telephone Company. These services are direct assigned to Pend Oreille as the expenses
are incurred. Rural provided $ 269,879 and $288,845 of such services in 2017 and 2016,
respectively. '

Rural Telephone Company owes Pend Oreille Telephone Company at the 2017 year end
$635,731. This is a short term loan and was used mainly for tax deposit purposes.

Pend Oreille leased vehicles and equipment from an affiliate, Little Valley Elk Ranch, in the
amount of $ 14,526 in both 2017 and 2016. In addition, Little Valley Elk Ranch owes Pend
Oreille $ 173,101 for a loan made from Pend Oreille to Little Valley Elk Ranch in 2008. This
amount is for principal and interest accrued since that date.

Pend Oreille Telephone owes Nehalem Telecommunications $ 55209 for a loan that was made
in 2012. This loan will be paid before year end 2018
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State USF Petition Filing Requirement -WAC 480-123-110 {1)(e}
Prior Year income Statement

Company Name: {Below)
Pend Oreille Telephone Company

Prior Year Part 64 Prior Year
line # Description 2416 Adj. to NonReg Adjusted
(A (B} 2016 (C}
1 [Local Network Services Revenues 419,794 419,794
2 [Network Access Services Revenues 2,099,061 2,099,061
3 |Long Distance Network Services Revenues 4]
4  |Carrier Billing and Collection Revenues 4]
5  [Miscellanecus Revenues 30,682 30,682
6 |{Uncollectible Revenues (Normal Balance is debit or in brackets) {33,780) {33,780)
7 |Net Operating Revenues {1 thru 6} 2,515,757 1] 2,515,757
8 {Plant Specific Cperations Expense 673,453 {11,337} 662,116
9 |Pfant Nonspecific Operations Expense (excluding Depreciation & Amort.) 228,911 5,664 234,575
10 |Depreciation Expense 397,932 {2,701} 395,231
11 {Amortization Expense ¢
12 {Customer Operations Expense 175,393 {5,738} 169,660
13 {Corporate Operations 835,335 {13,323} 822,012
14 {Total Operations Expenses {8 thru 13} 2,311,029 (27,435) 2,283,594
15 |Operating Income or Margins {7 fess 14) 204,728 27,435 232,163
16 |Other Operating Income and Expenses{ } 4]
17 |State and tocal Taxes o
18 |Federal Income Taxes {AL}- (LINE 15 ZERO [F COMPANY IS 5 CORP} 64,573 {27,391} 37,182
18 |Other Taxes 56,646 {217} 56,429
20 |Total Operating Taxes {17+18+19) 121,219 {27,608) 93,611
2%  [Net Operating Income or Marglns (15+16-20) 83,509 55,043 138,552
22 |Interest on Funded Debt 67,744 {25,948} 41,798
23 |Interest Expense - Capital Leases o
24 |Other Interest Expense 2,547 (450} 2,497
25 |Alfowance for Funds Used During Construction {Record as a Credit) (6,688) (6,688)
26 [Total Fixed Charges {22+23324+25) 64,003 {26,396) 37,607
27 |Nonoperating Net income 3,436 3,436
28 |Extraordinary items 0
29 [(Jurisdictional Differences 0
30 [Nonregulated Net Income (B1) 118,892 L (81,£39) 37453
31 |Total Net Income or Margins (21+27+428+29430-26) 141,834 Q 141,834
32 [Total Taxes Based on Income SRR S
33  |Retained Earning o Margins Begitnning-of-Year {199,719} {199,719)
34 |Miscellaneous Credits Year-to-Date 0
35 |Dividends Declared {Common} 250,007 250,607
36 |Dividends Declared {Preferred) V]
37 |Other Debits Year-to-Date V]
38 [[ransfers to Patronage Capital 0
39 [Retalned Earnings End-of-Period {(31+33+34)-(35+36+37+38}(A2) {307,892} 0 (307,892)
40 |Patronage Capital Beginning-of-Year 0
41 |Transfers to Patronage Capital 1]
42 |Patronage Capital Credits Retired 0
43 |Patronage Capital End-of-Year {(40+41-42) 0 o 0
44 |Aanual Debt Service Payments 161,085 PRES R 161,085
45 |Cash Ratio {{14+20-10-11}/7) 0.8086 #DIV/0! 0.7878
46 |Qperating Accrual Ratio {{14+20+26)/7) 0.9922 HDIV/0I 0.959%
47 |TIER ({31+26)/26) 3.2161 1.0000 4,7715
48 |DSCR ((31+26+10+11)/44}) 3.7481 #DIV/O! 3.5675
Footnotes:
(A} As reported on RUS Form 479
{A1) S Corps provide effective tax rate from Cost study on Page 2, Income Statement
Summary Schedule Footnote .

[(A2) Column A, Line 39 must equal Calumn A, Line 58 of Page 2, Balance Sheet

(8) Part 64 adjustment from regulated to nonregulated

(B1) Column B, automatic offset to Nonregulated Net Income {No impact to

(©

Retained Earnings}
Adjusted balance after Part 64 adjustments

Page 7 of 12
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State USF Petition Flling Requirement -WAC 480-123-110 {1){e}
Current Year Income Statement

Company Name: {Below)
Pend Qreitle Telephone Company

Current Year Part 64 Current Year
Line # Description 2017 Adj. to NonReg Adjusted
(A) (23] 2017 {C)
1 |Local Network Services Revenues 422,422 422,422
2 [Network Access Services Revenues 3,227,453 3,227,453
3 |Long Distance Network Setvices Revenues 0
4 |carrier Bifling and Collection Revenues 0
5 |Miscellaneous Revenues 19,940 (9,892} 10,048
6 {Uncollectible Revenues {Normal Balance is debit or it brackets) (79,196) (79,196)
7 {Net Operating Revenues {1 thru 6} 3,590,619 [9,892) 3,580,727
8 |Plant Specific Operations Expense 638,843 (8,035) 630,308
9  |Plant Nonspecific Operations Expense {excluding Depreciation & Amort.) 362,420 {45,946) 316,474
10 {Depreciation Expense 474,330 {1,856) 472,524
11 {Amortization Expense 0
12 |Customer Operations Expense 164,821 (3,362) 161,459
13 |Corporate Operations 824,192 (8,323) 815,869
14 {Total Operations Expenses {8 thru 13} 2,464,656 {67,522} 2,397,134
15 |Operating income or Margins {7 less 14) 1,125,963 57,630 1,183,593
16 |Other Operating income and Expenses { } \]
17 |State and Local Taxes 4}
18 |Federal income Taxes (A1) - (LINE IS ZERO IF COMPANY 15 S CORP} 377425 (23,029) 354,396
1% |Other Taxes 93,308 {149) 93,159
20 |Total Qperating Taxes {17+18+19}) 470,733 {23,178) 447,555
21 [Net Operating Income or Marglns {(15+16-20) 655,230 80,808 736,038
22 |Interest on Funded Deabt 68,907 (24,743) 44,154
23  |Interest Expense - Capital Leases 1]
24 |Other Interest Expense 1,762 {1,762) 1]
25 |Allowance for Funds Used During Construction {Record as a Credit) {4,923) (4,923}
26 |Total Fixed Charges (22+23+24+25) 65,746 {26,505} 39,241
27 |Nonoperating Net income 13,834 13,834
28 |Extraordinary ftems 1}
29 [(lurisdictional Differences 0
30 |Nonregulated Net Income {B1} 148,208 |77 (107,313} 40,395
31 [Total Net Income or Margins {21+27+28+29+30-26} 751,526 0 751,526
32 [Total Taxes Based on Income JEREIE s R
33 |Retained Earning or Margins Beginning-of-Year {307,892) {307,892}
34 |Miscellaneous Credits Year-to-Date ]
35 |Dividends Declared (Common) 0
36 [Dividends Declared (Preferred) 0
37 |jOther Debits Year-to-Date 0
38 ({Transfers to Patronage Capital 0
39 [Retalned Earnings End-of-Period {{31+33+34)-(35¢36+37+3B}([A2) 443,634 1] 443,634
A0 jPatronage Capital Beginning-of-Year 0
41 {Transfers to Patronage Capital 0
42 |patronage Capital Credits Retired 0
43 ]patronage Capital End-of-Year {40+41-42} 0 0 0
44 {Annual Dabt Service Payments 250,288 RO 250,288
45 {Cash Ratio {{14+20-10-11)/7} 0.6854 8.9814 0.6625
46 |{Operating Accreal Ratio {(14+20+28)/7) 0.8358 11.8485 0.8054
47 |TIER ({31426)/26) 12.4307 1.0000 20,1516
48 {DSCR {(31+26+10+1%)/44) 5.1607 #DIv/0! 5.0473
Footnotes:
(A)  Asrveported on RUS Form 479
[A1} 5 Corps provide effective tax rate from Cost study on Page 8, Income Stalement
Summary Schedule Footnote
(A2) Columa A, Line 39 must equal Column A, Line 58 of Page 3, Balance Sheet
(B) Part 64 adjustment from regulated to nonregulated
(B1} Column B, automatic offset to Nonregulated Net Income (No Impact to

{c)

Retained Earnings)
Adjusted balance after Part 64 adjustmeants

Page 8 of 12
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State USF Petition Filing Requirement -WAC 480-123-110 {1}{e}
Prior and Current Year [ncome Statement

Company Name:
Pend Oreille Telephohe Company

Adjusted Adjusted
tine #f Description Prior Year Current Year
2016 217
1 |Local Network Services Revenues 419,794 422,422
2 [Metwork Access Services Revenues 2,099,061 3,227,453
3 {Long Distance Network Services Revenues 0 1}
4 {Carrier Billing and Collection Revenues 0 v}
5 {Miscellaneous Revenuas 30,682 10,048
6 |Uncollectible Revenues [Normal Balance is debit oy in brackets} {33,780) {75,196}
7  |Net Operating Revenues {1 thru 6} 2,515,757 3,580,727
& |Plant $pecific Operations Expense 662,116 630,808
9 |Plant Nonspecific Operations Expense [excluding Depreciation & Amort.) 234,575 316,474
10 |Depreciation Expense 365,231 472,524
11 |Amortization Expense ¢ 0
12 |Customer Operations Expense 169,660 161,459
13 |Corporate Operations 822,012 815,869
14 |Total Operations Expenses (8 thru 13) 2,283,594 2,397,134
15 [Operating Income or Margins (7 less 14) 232,163 1,183,593
16 !Other Operating Income and Expenses { } o ]
17 {State and Local Taxes 0 o
18 Jfaderal lncome Taxes (A1) - (LINE IS ZERO IF COMPANY [5 5 CORP) 37,182 354,396
19 |Cther Taxes 56,429 93,159
20 |[Total Operating Taxes (17+18+18} 93,611 447,555
21 |NetQperating Income or Margins (15+16-20} 138,552 736,038
22 |Interest on Funded Debt 41,798 44,164
23 |Interest Expense - Capital Leases [ o
24 |Other Interest Expense 2,497 o
25  |Allowance for Funds Used During Conséruction [Record as a Credit} {6,688} {4,923)
26 |Total Fiked Charges {22+23+24+25) 37,607 39,241
27 |[Nonoperating Net Income 3,436 13,834
28 [Extraordinary tems 0 o]
29 |jurisdictional Differences 0 1]
30 {Nonregulated Net income 37,453 40,895
31 {Total Net Income or Margins {21+27+28+29+30-26) 141,334 751,526
32 |Total Taxes Based on Income B e IR :
33 |Retained Earning or Masgins Beginning-of-Year (199,719) (307,892)
34 |Miscellaneous Credits Year-to-Date 0 0
35 |Dividends Declared {Common) 250,007 0
36 |Dividends Daclared {Preferred} 0 0
37 |Other Debits Year-to-Date 4] 0
38 |Transfers to Patronage Capital G 0
39 |Retained Earnings or Margins End-of-Period [{31+433+34)-(35+36+37+38) {307,892} 443,634
40 |Patronage Capital Beginning-of-Year 4] 0
41 [Transfers to Patronage Capital [+ 0
42 |[Patronage Capital Credits Retired o Q
43 {Patronage Capltal End-of-Year {40+41-42} 0 0
44 jAnnual Pebt Service Payments 161,085 250,288
45 {Cash Ratio {{14+20-10-11)/7) 0.7878 .6625
46 |CGperating Acerual Ratio {(14+20+26}/7) 0.9599 0.8054
47  |TIER ([31+26)/26) 47715 26.1516
48 |DSCR ((31+26+10+11}/44) 3.57 5.0473
Footaote 2016 2017
{A%) S Corporation Effective Tax Rate {2 decimal places):
Note:

Adjusted income Statement reftects Part 64 Adustments (Regulated to
Nonregulated).
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