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BEFORE THE WASHINGTON
UTILITIES AND TRANSPORTATION COMMISSION

INRE
DOCKET NO.
PETITION OF ST. JOHN TELEPHONE,
INC. TO RECEIVE SUPPORT FROM THE PETITION FOR SUPPORT

UNIVERSAL SERVICE
COMMUNICATIONS PROGRAM

COMES NOW St. John Telephone, Inc. (the "Company") and, pursuant to Chapter 480-123

of the Washington Administrative Code (“WAC”), including, but not limited to, WAC 480-123-

110, hereby petitions the Washington Utilities and Transportation Commission (the "Commission")

to receive support from the Universal Service Communications Program (the "Program") for the

Program year 2015.

I. Demonstration of Eligibility under WAC 480-123-100
WAC 480-123-100(1)(a): The Company is a local exchange company as defined in WAC
480-120-021 that serves less than forty thousand access lines within the state.

WAC 480-123-100(1)(b): The Company is an incumbent local exchange carrier as defined

in 47 U.S.C. Sec. 251(h) or has been designated as an incumbent local exchange carrier by
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the Federal Communications Commission.

3. WAC 480-123-100(1)(c): The Company offers basic residential and business exchange
telecommunications services as set forth in WAC 480-120-021 and RCW 80.36.630.

4. WAC 480-123-100(1)(d): The Company's rates for residential local exchange service, plus
mandatory extended area service charges, are no lower than the local urban rate floor
established by the Commission as the benchmark rate based on the Federal Communications
Commission's national local urban rate floor pursuant to 47 C.F. R. Sec. 54.318 in effect on
the date of this Petition.

5. WAC 480-123-100(1)(e): The Company has been designated by the Commission as an
eligible telecommunications carrier for purposes of receiving federal universal services
support pursuant to 47 C.F.R. Part 54 Subpart D - Universal Service Support for High Cost
Areas with respect to the service areas for which the Company is seeking Program support.

II. Demonstration of Eligibility under WAC 480-123-110

1. WAC 480-123-110(1)(a): The name of the legal entity that provides communications
services and is seeking Program support is as follows: St. John Telephone, Inc.

2. WAC 480-123-110(1)(b): A corporate organization chart showing the relationship between
the Company and all affiliates as defined in RCW 80.16.010 is attached hereto as Exhibit 1.
A detailed description of any transactions between the Company and the affiliates named in
Exhibit 1 recorded in the Company's operating accounts is attached hereto as Exhibit 2.

3. WAC 480-123-110(1)(c): A service area map for the Company can be found at Sheet No.
20 of the Company’s Tariff WN U-1.

4. WAC 480-123-110(1)(d): A demonstration that the Company's customers are at risk of rate
instability or service interruption or cessation in the absence of support from the Program is

attached as Exhibit 3.

PETITION OF ST. JOHN TELEPHONE, INC.
TO RECEIVE SUPPORT FROM THE
UNIVERSAL SERVICE COMMUNICATIONS
PROGRAM -2




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

5. WAC 480-123-110(1)(e)(i): On the Commission's prescribed form, attached as Exhibit 4,
are copies of the Company's balance sheet as of December 31, 2013, and December 31,
2012, and copies of the Company's statements of income and retained earnings or margin for
the years ended December 31, 2013, and December 31, 2012.

6. WAC 480-123-110(1)(e)(ii): A copy of the Company's consolidated annual financial
statements for the years ended December 31, 2012, and December 31, 2013, are
attached as Exhibit 5.

7. WAC 480-123-110(1)(e)(iii): Information demonstrating the Company's earned rate of
return on a total Washington unseparated regulated operations basis for each of the two prior
years, calculated in the manner prescribed by the Commission, is provided in Exhibit 4.

8. WAC 480-123-110(1)(e)(iv): Information demonstrating the Company's earned return on
equity on a total company (regulated and non-regulated) Washington basis for each of the
two prior years, calculated in the manner prescribed by the Commission, is provided in
Exhibit 4.

9. WAC 480-123-110(1)(e)(v): Information detailing all of the Company's revenues from the
statements of income and retained earnings or margin section of RUS Form 479 for the prior
two years is attached as Exhibit 6.

10. WAC 480-123-110(1)(e)(vi): A statement under penalty of perjury from a Company with
personal knowledge and responsibility certifying that no corporate operations adjustment to
existing high-cost loop and interstate common line support mechanisms required by the
Federal Communications Commission applied to the Company for the two prior years is
attached hereto as Exhibit 7.

11. WAC 480-123-110(1)(e)(vii): Exhibit 4 contains additional supporting information

requested by the Commission.
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12.

13.

14.

15.

16.

WAC 480-123-110(1)(e)(viii): A statement under penalty of perjury from a Company
officer with personal knowledge and responsibility certifying that the Company complies
with state and federal accounting, cost allocation, and cost adjustment rules pertaining to
incumbent local exchange companies is attached as Exhibit 8.

WAC 480-123-110(1)(f): A complete copy of the FCC Form 481 filed by the Company or
on its behalf with the Federal Communications Commission for the calendar year preceding
the current year has already been filed with the Commission. See the Company's filing in
Docket No. UT-143013 filed on or about July 1, 2014.

WAC 480-123-110(1)(g): The number of residential local exchange access lines served by
the Company as of December 31, 2013, was 431. The number of residential local exchange
access lines served by the Company as of December 31, 2012, was 443. The number of
business local exchange access lines served by the Company as of December 31, 2013, was
139. The number of business local exchange access lines served by the Company as of
December 31, 2012, was 142. The monthly recurring rate charged by the Company for
residential local exchange access service on December 31, 2013, was $14.00. The monthly
recurring rate charged by the Company for residential local exchange access service on
December 31, 2012, was $10.00. The rate charged by the Company for single line business
local exchange access service on December 31, 2013, was $16.00. The rate charged by the
Company for single line business local exchange access service on December 31, 2012, was
$13.00. (The Company has other business local exchange service rates, but the Company
understands that WAC 480-123-110(1)(g) is requesting the single line business local
exchange access service rate.)

WAC 480-123-110(1)(h): The requested statement is attached as Exhibit 9.

All exhibits attached hereto are incorporated into this Petition as though fully set forth.
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Respectfully submitted this 31st day of July, 2014.

grfiong. f
2.

3 VA g
ble, Secretary-Treasurer

CERWON

I, Jerry Schauble, an officer of the Company that is responsible for the Company's business
and financial operations, hereby certify under penalty of perjury that the information and
representations set forth in the Petition, above, are accurate and the Company has not knowingly
withheld any information required to be provided to the Commission pursuant to the rules

governing the Program.
;'
1 A (\Ej;/k’“
VIV SV VY é
/J:r %hauble, Secretary-Treasurer

{
\\ /’/
Nossit”
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EXHIBIT 1

CORPORATE ORGANIZATION CHART

St. John Telephone, Inc.
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EXHIBIT 2
AFFILIATED TRANSACTIONS

The Company has affiliated transactions with its subsidiary companies St. John Cable Company,
Colfax Highline Cable Company and Coin Telecom, Inc. The nature of these transactions for
2013 among these entities consists of loan advances, telecommunication services and billing
and collection services. The Company advances funds to the affiliates, provides wholesale
interstate special access DSL revenues to St. John Cable Company and related interstate special
access revenues, bills the Company's subscribers on behalf of St. John Cable Company for retail
DSL services and COIN Telecom, Inc. for long distance services and charges interstate and
intrastate billing and collection revenues to COIN Telecom, Inc. for those services. All affiliates
pay their share of federal income taxes to the Company. The Company records these
transactions to the proper affiliated payable or receivable account.
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EXHIBIT 3

DEMONSTRATION OF RISK OF RATE INSTABILITY OR SERVICE INTERRUPTION OR CESSATION

The operating environment in which the Company finds itself is one of great financial
uncertainty. In large part, this financial uncertainty stems from the Transformation Order
issued by the Federal Communications Commission.” The Transformation Order has built in an
automatic decline in the Company's intrastate and interstate access revenues. The intercarrier
compensation portion of the Transformation Order introduces a concept of a base line year for
calculating revenues and provides support from the Connect America Fund (“CAF”) based on
the base line year. However, the base line year revenues (i.e. CAF support) are reduced by five
percent each year. The Company had been exploring ways of addressing access bypass to
increase access revenues. However, any increase in access revenues under the Transformation
Order would simply be a reduction in CAF support and no new net revenues would be
produced. The CAF support reduction began July 2012. Projecting through the calendar year
2015, including additional reductions that will occur July 1, 2015, the Company has seen a
reduction in support from the base line revenue amount of approximately $ 36,700.

In addition, by order of this Commission, the traditional universal service access rate element
and related pooling fund have been terminated effective July 1, 2014. Using 2012 as a base
line, which is the latest year with final pool numbers, the Company is facing a loss of traditional
universal service fund revenues of approximately $ 4,575 per year.

In addition, the Company has seen some migration of customers "cutting the cord" to move to
wireless or other service as their sole method of telecommunications. Further, in moving to the
federal urban rate floor, the Company has seen an accelerated pace of customers giving up
their land line telephone service subscribership. A loss of customers easily equates to a loss of
revenue without a corresponding reduction in expenses.

In addition, during the year ended December 31, 2013, the Company has seen its Federal high
cost loop support declining from $1,223,076 in 2012 to $1,185,072 in 2013.

These factors have led to the risky financial condition of the Company, as reflected in the
financial reports that are part of the Petition.

L In the Matter of Connect America Fund, A National Broadband Plan for Our Future, Establishing Just and
Reasonable Rates for Local Exchange Carriers, High-Cost Universal Service Support, Developing an Unified
Intercarrier Compensation Regime, Federal-State Joint Board on Universal Service, Lifeline and Link-Up, Universal
Service Reform - Mobility Fund, WC Docket No. 10-90, GN Docket No. 09-51, WC Docket No. 07-135, WC Docket
No. 05-337, CC Docket No. 01-92, CC Docket No. 96-45, WC Docket No. 03-109, WT Docket No. 10-208, Report and
Order and Further Notice of Proposed Rulemaking, FCC 11-161 (rel. Nov. 18, 2011)(USF/ICC Transformation Order).

PETITION OF ST. JOHN TELEPHONE, INC.
TO RECEIVE SUPPORT FROM THE UNIVERSAL

SERVICE COMMUNICATIONS PROGRAM —
EXHIBIT3-1



The combination of factors noted above creates a situation in which, without support from the
state universal service communications program, the Company may be faced with a choice of
increasing rates further, which may drive more customers away, or cutting service in order to
be able to match expenses to revenues. Neither choice presents a viable path for providing
good service to customers. The dilemma presented by these choices reflects the risk of rate
instability or service interruption or cessation to which the Company is subject.

PETITION OF ST. JOHN TELEPHONE, INC.

TO RECEIVE SUPPORT FROM THE UNIVERSAL
SERVICE COMMUNICATIONS PROGRAM —
EXHIBIT 3 -2



T @8eqd

L-¥ 11gIHX3

- NVY90Hd SNOILYOINNWINOD JDINGIS
IVSHIAINN IHL WOYHL LHOddNS AIF0FH OL
"ONI ‘INOHJI 1AL NHOf LS 40 NOILIL3d

*saxe)} paJajap
104 AjUO st g dul| 104 “[pY H9 Med - ()
s3UIUIed PaUIRIDL 0} 39540 19 Med - (zd)
JuaLW3saAUL BaJuou 03 395340 19 Med - (18)
‘paje|ndaiuou oy pajendas woly

aseq 93e4 03 syusdwisnipe y9 ued - (g)
T8Y W04 uo payodal sy - (V)

¥8Y'€S6'EL 0 P8Y'ES6ET (85+0S+9r+S€) ALINDI ANV SILLINAVITTIVLOL 65 Y8Y'ES6'ET 0 Y8Y'ES6'ET (€Z+LT+0T) SLISSY TVLOL
STr'6v9'S 979'7C 661'979'S (£S n1y3 TG) Aunb3 ej01 ‘85 9vE'SY8's (990'20T) LIY'LY6'8 (zz ss9| TZ n1ya 8T) Jueld 19N €7
SYLTT9'S 9791 611'685'S (zg) suidsey 1o sBuiuled pauiedy LS (ve6'L26'e) 9€6'T6 (0£8'610) ("4D) uoneaidag pajeinWNY  “7Z
0 0 sypal) [eyde) adeuouied ‘95 0 0 |I!Mpoo 13 Jueld douoN“fpy ueld ‘1T
0 0 |exded 48410 'SS 0 0 uo13oNIISUO) Jdpunueld ‘0T
0 0 sa1ea141149) "ded pue diysIdquIBIN “¥S 0 0 asn a1nn4 10} plaH Auadoad 6T
0 0 30035 Aunseas] "€ 08C'ELLCT (z00'v6T) 87'L96'TT Q0IAIDS-U|-JuR|d WO0DIDL ‘8T
0 0 |eyded-ui-pied [BUOIIPPY TS INIWJIND3 ANV ALYIdOY¥d ‘LNVId
089'LE 089'LE paquasqns 1 BuipueisinQ }203s "ded 1§

ALIND3 €79'S6E'T 990201 LSS'€6T'T (9T NJy3 TT) S33SSY JuaLINdUOU [e30) LT
164°L90°T (929'27) LT¥'060'T (6% NIY3 £Y) sHPRID 420 73 "qeIT 12430 [BI0L "0S 0 0 $90URJRYIQ [BUOIDIPSLANG 9T
0 0 saduaRHIq _mco_.uu_.ﬁm_‘_sﬁ._v_,_uo ‘ot 0 0 mmwhnsu paleseg ‘ST
164°L90°T (929'22) LTY'060'T (D) s31pa4) paiajeQ Jauyio "8y 0 0 $}9SSY JUILINJUON 194310 “HT
0 0 qer] wia-8uo 1dYl0 "Ly 99L'6ST 990201 00L°LS (@) s;uawisanu| paje|ndd uoN ‘€T

S11a34) 433 '8 "9VI1 ¥IHIO 6ST'TIE 6ST'TIE juawdo|aAaq |eINIUON “q
TTS'EBL'Y TTS'€8L'9 (S¥ Ny 9€) 3G2Q W9 L-Bu0T [eI0L "9y 0 0 Juawdolanaq [eany ‘e
0 0 1990 Wid-8uU07 4940 S| SJUdWISAAU| 43410 TT
0 0 sojuedwo) pajel|iy Wold "ApY ‘i 86926 869'V76 juawdo|aAa( (eINJUON 'q
0 0 asea |eyde) Japun suoned|qo ey, 0 0 juawdo|aAaq jelny e
0 0 1qaQ paJinboeay ‘zy sajuedw o) pajel|iysy ul JuswysaAul ‘1T
0 0 199@ 1/1 uo (3unodsig) wniwaid Ty S13SSV INFHYNDINON
0 0 ueo’] ‘dojana |einy-1qag papuny Ot
0 0 194310-192Q papund ‘6€ STSCTILE 5 SISTIL'E (6 NIYL T) 19SSV JUDIND 2301 0T
0 0 S?10N g44-192Q papuny '8¢ 0 4] $19sSY Jua1IND 13Y10 ‘6
0 0 S9ION g.14-199Q papuny "LE 906°6€ 906'6E siuawAedald ‘8
2TS'€8L'9 TTS'E8L'9 $930N SNY-192Q papuny '9¢ YIET PIET paje|n3aIuoN-jeldleN ‘L
1930 WY3L-ONO1 586y 586ty paje|n3oy-eudIeN 9
9vL'ISY 9vLTSY (v€ nIy3 §2) sentliger] Jua.In) [e3oL Sg 0 0 9|qeAI229Y SPUIPIAIQ PUBISAIDIU| °G
0 0 sall|iqer] Juand 1BYI0 ve 0 o] 3|qeA1aday S9ION O
6291 67’91 panIddy saxe] JdYl0 ‘€€ 15567 TSS'6VT 9|qeAIDI9Y SIUNOJDY JBY10 'q
0 0 panJddy soxe| 2WodU| ‘Z¢ mmNNﬂ mmNNH J|qeAIDIY SIUNOIDY .EOUU_UP ‘e
0 0 saseaq |eyde) - Je\ JuaLN) ‘TE :Sajel|V-UON "t
0 0 *A9Q "INy 392Q 1/1 1B JuRIN) “OE 0 0 9|qeAIadaY SIION D
vre‘ove Yee'OvE 1924 L/1 1. Juaun) 6T (o] 0 9]qeAI203Y SIUNOJY J9Y10 'q
00T oot sjisodaq Jowoysn) ‘g 0 0 9|(BAIDI9Y SIUNOJDY ‘WOII3] "8
0 0 sjuawAeqd pue s3ul||ig 9d2UeApY ‘LT isoleliy €
0 0 a|qeAed s2ION 9T (o] 0 pun4 uoidNIIsu0) SNY-Yysed ‘¢
£60'96 £60'96 a|qeAed sjunodxy ST P0S'65€E t0S'65€'€ sjuajeainbj pue yse) T
S31LINEVIT INIYYND $13SSY LNINUND
[4T0[4 (g) zro (v) z10T 7102 (a) zror (v) zroT
1e9pjopu3 [ BoyuoN o [py Je3 ) J01id ALIND3 ,SYIATOHNIOLS ANV SILLIIEVIT leajpjopu3 | BoyuoN o3 fpy | JedA o puj $13SSV
aoue|eg ..€< 9 Hed aouejeg douejeg .:u( 9 Jed douejeg

"ONI ‘INOHJITIL NHOM °LS
(mojag) :awen Auedwo)

199ys duejeg JEIA J0Lid

(2)0TT-EZT-08Y JVM- Judwidinbay Buljyy uonnad 4Sn d1eis 10T



2 9%ed

¢-v LdIHX3

- NVH9O0Yd SNOILYOINNWNOD J0INHIS
IVSHIAINN FHL WOYL4 1H0ddNS 3AIF03d OL
"ONI ‘INOHJIT3L NHOr "LS 40 NOILI1L3d

‘S9xe} PaLIaep
104 Ajuo s1 8y dul| 104 “IpY 9 Wed - (2)
sSuiuled paulelds 03 19540 v9 Ued - (z8)
JuaWISaAUL 831U0U 0 195440 ¥9 Ved - (14)
‘paje|ndasuou 0y paje|ndal woly

aseq ajes 03 sudwisnipe 9 1ed - (g)
181 W04 uo payodal sy - (v)

96L'789'EL 0 96L'789'EL (86+0S+9t+S€E) ALINDI ANV SIILIIEVITIVIOL ‘65 96.°789°ET 0 96L'789'€T (€2+LT+0T) S13SSV 1V10L
09%'£26'S 2L0'9€ 88€'T68'S (¢S MYy TS) Aunb3 |eyo) "85 68L'8LS'8 (801'62T) L68'L0L8 (zz ss91 TZ N4Y3 BT) Jueld ION "€
00£'068'S 2L0'9¢ 879'vS8'S (zg) suiBsey 10 sBuluIe] pauleIdY *LS (70S'SS€ED) LTT'TYT (T€E9'L6V'Y) ("yD) uonedaidaq pale|nwinddyY 7z
) 0 sypai) [ende) adeuosied ‘95 0 0 11tmpo09 13 Jueld douoN"fpy jueld ‘1T
0 0 lexde) 194310 'SS ¥6€'20T Y6£20¢ uo13oNIISU0) JBpun tueld ‘07
0 0 s93e211149)) "ded pue diysiaquaN ‘S 0 0 9sn aining oy pjoH Ausdoud ‘6T
0 0 12015 Ainseal) €S 668'TEL'TT (S€T'TLD) YET'E00’ET 9DIAIDS-U|-JUR|d WOID[D L ‘8T
0 0 |eade)-ui-pied [BUOIHPPY ‘TS AINIWJIND3I ANV ALYIdOY¥d ‘LNVd
09L'9€ 09L'9€ paquosqng g Suipuelsing ¥203s ‘de) ‘IS
ALIND3 €80°0v9'T 801621 SL6'0TST (9T NJY3 TT) SIDSSY JUBLINDUOU [B3O) “LT
0LY'TYT'T (2£0°9€) ZYs'8LT'T (6% N1Y3 L¥) SUPaID "§20 B "qel] JBYIO [€I0L 0S 0 0 $90UD1A4JIQ [RUONIPSLINS "gT
0 0 SDIUIRIQ [BUONDIPSLINT 1BYIO “6F 0 0 sadiey) pauayeq ‘ST
OLY'TYT'T (zL0'9g) YS'8LTT (D) supaJ) pal194eq 43410 ‘8Y 0 0 535SV JUSLINIUON JBYIO “YT
0 0 san|iger wia1-8uo JBYI0 "Ly 808'98T 80T'6¢T 00£4'LS (19) s)udWISaAU| paleINBIUON €T
S11a3¥D "43Q '8 "8VI1 ¥3IHLO TEY'88T TEY'88T JudwdolaAaq [eNIUON q
96t'S0T‘9 96v'S019 (St NIyY3 9€) 3qaQ WAL -8U0T [eI0L "9Y 0 0 juawdojanag jesny e
0 0 1990 wid1-8u01 Y10 "SY SIUDWISAAUL JBYIO “TT
0 0 saluedwo) pajel|iyy Woid "ApY ‘v vr8'vor’T vr8'vIT'T JuawWdojPAdQ |eINIUON “q
0 0 asea |exde) 1opun suonedqo ‘e 0 0 wawdojaaaq [esny ‘e
0 0 199Q paJinbieay v sajuedwo) pPalel|yy Ut JUdWISaAU| “TT
0 0 1920 1/1 U0 (3un0ds1Q) Wintwdid Ty S13SSV LNJYYNINON
0 0 ueol do_w>wo |eany-1qaQ papuny ‘ov
0 0 13410-199Q papuny ‘6¢ vZ6'EIV'E - YZ6'EIV'E (6 YL T) SI9SSY JUd.IN) [BIOL 0T
0 0 S9I0N g44-199Q papuny 8¢ 0 0 $19SSY JudIN) J9YI0 ‘6
0 0 S9ION g.1Y-1920 papund "L 816'TE 876'CE sjudwAedald '8
96%'S0T'9 96%°S0T‘9 S9ION SNY-192Q papunyg "9¢ 8EU'T 8ET'T pajen3aIuoN-jelaIe N L
1930 WY3L-ONO1 6€0°TY 6€0°CY pole|nday-elsR1eN 9
0LE'LOS 0LE°L0S (vE NIy §2) S qel] juan) [elo) ‘S 0 0 9|qeAIRIRY SPUDPIAIQ] pUe ISIBIY| '
SI8'ST SI8'ST SaIM|IGer] JU3ND JBYIO "vE 0 0 9|qeAIDIDY SAION 2
085'6T 085'6T panudy saxel JAYIO ‘€€ 95SvLT 95SvLT 9|qeAl23Y SIUNOIY 19430 °q
0LE'98 0L€E'98 PaNIdY saxe | dWodu| “ZE SYE'ET SYE'EL 9|qRAIDI9Y SIUNOIIY ‘WD L "
0 0 saseat [eyde) - JeN JudLND “TE 1593e1|1)}V-UON “V
0 0 *A9Q "INY 399@ 1/ 1R 3udLND "0 0 0 9|qeAIRI9Y S9ION I
S8E'T6T S8E'T6C 143Q L/1 1. JUBLIND “67 0 0 3|qeAI229Y SJUN0IY 19YI0 °q
00T 00t sysodag Jawoisn) ‘8¢ 0 0 9|qeAI909Y SIUNOIIY ‘W03 8
0 0 sjuawAed pue s3ul||ig ddURAPY LT s3IV €
0 0 9|qeAed s9ION ‘97 0 0 pun4 uoidNIISUO) SNY-Yysed ‘¢
0TT'E6 0zL'e6 9|qeAed syunodxdy 'Sz 818'660'€ 818'660€ sjudjeainb pue yse) ‘T
SIILITIGVIT ANIHIND S13ISSY INIHYND
€10C () €102 (v) €10 €10¢ (a) €102 (v) €10
1eapjo pug | Bayuon o1 fpy 189\ Jo1d ALIND3 ,SYIATOHNIOLS ANV SILIIEVIT Jedpjopul | B3yuoN O3 [py | JedA jopul S13SSY
aoueleg m:u( 9 Hed Qoue|eg ouejeqg ..-ﬁ( 9 Yied Qouejeg

‘ONI “INOHJITIL NHOI 'LS
(moyag) :awen Auedwo)

193YS dduejeg JedA JU.LN)

(3)0TT-E2T-08% DVYM - Judwdunbay 3uljid uonnad 1SN 23e1S Y10T



€ 98ed

€-v LdIHX3
- NVHOO0¥d SNOILYIINNWWOD IDINY3S

IVSHIAINN FHL WO¥A 1H0ddNS IAIF0TH OL

*ONI ‘ANOHJ3TIL NHOr "1S 40 NOLLIL3d
a|npayds aseq aiel aesedas

UO saxe| paLiayRQ APINoId - (4)

syuawisnipe y9 1ed Jedk Juaind aaye

saoue|eq syuasasdal saduejeg paisnipy

:9I0N
96L'C89'ET Y8Y'ES6'ET (85+0S+9t+S€) ALINDA ANV SAILMNIAVIT V.LOL 65 96£'789'E€T v8Y'ES6'ET (€Z+£T+0T) S13SSV TV.10L
09v°226'S STY6Y9'S (£5 naya TG) Aunb3 jeloy '8 68L'8L5'8 9YE'SY8'8 (zz ss9| TZ N1y 8T) Iueld 1N "ET
00£'068'S SYLTTY'S suigse|y Jo s3ululed pautedy 'L§ (v05'SSEY) (vE6'LT6'E) ("4)) uonenaidag pareNWNY ‘7T
0 0 sypas) [ende) adeuosied ‘9§ 0 [1!Mpoo9 g Jue|d douoN“fpv 1ueld ‘TT
0 0 leade) 19410 'SS v6€°20T uoIPNIISUO) JApuUN Jueld ‘0T
0 0 s3ea1y119) “ded pue diysiaqudN v 0 asn a4ning 1oy poH Ausdouad ‘6T
0 0 ¥015 Aunseau] '€§ 668'TEL'TT 08C'€LL'TT BDINIDG-UI-JU.|d WOdD[RL '8T
0 0 |eyde)-ut-pled |BUOLIPPY ‘TS INIWAIND3I ANV ALYIdOYd ‘LNVId
092'9¢ 089'LE paquasqns 13 SulpueisinQ }203s 'ded ‘1§

ALIND3 £80°0v9'T €79'S6€'T (9T nJy) TT) SI9SSY JUdLINOUOU [RIOL LT
0LY'TYT'T T6L'490'T (6t NIy3 L) SHPaID *§9Q 8 "qer] 43430 [BI0L "0S 0 $90URIBHIQ [RUOIDIPSLINS 9T
0 0 $92UBI9HIJ [eUOIVIPSUN[ JBYIO "6 0 sadiey) panyeQ ST
LY TWT'T T6L'L90°T () supa1) pauagag 19410 '8y 0 53955y JUDLINOUON JOYIO 'vT
0 0 satyjiger] wia[-8uoT 1Yo "Ly 808981 99£'6ST SJUBWISIAU| PAIeINZRIUON 'ET

$11034D "43a '8 "aVIT¥IHLO TEY'88T 6ST'TIE judwdo[aAaq [eInIUON °q
96%'50T'9 2TS'E8L'9 (Sv-9€) 392Q wiia)-3u0 [e30L "9t 0 juawdojanaq jeiny ‘e
0 0 1g9Q w9 1-3u07 19YI0 'St SJUBWIISAAU| IDYIO “CT
0 0 sajuedwo) palel|iyy Wold ‘ApY vy vr8'vIT'T 869'vZ6 Juawdojana( [e4NIUON °q
0 0 asea jende) Jopun suonedqo ‘sv 0 judwdoPAa( [eany ‘e
0 0 199 paJnboeay ‘zy| sauedwo) pajel|yy urjudwisanu| ‘It
0 0 199Q 1/1 U0 (3Un0dsiQ) wniwdld Ty S13SSY LINFYUNINON
0 0 ueo do_m>wD _w._zm.uﬁwc vwv::“_ oY
0 0 13Y30-192Q papuny ‘6¢ Y26'EIV'E STSCIL'E (6 nyL T) SI9SSY JUALINY |BIOL 0T
0 0 S9I0N g44-19eQ papuny '8¢ 0 $39SSY JUALIN) 1BYI0 6
0 0 $9I0N 9.1Y4-199Q papuny L€ 86'CE 906'6€ sjuawAedaud '8
96%'S0T‘9 TTS'E8L'9 S9I0N SNY-1q2Q papuny ‘9¢ 8€C'T PIET paIeINSaIUON-[eLIRIeIN "L
1930 WY3L-9NO1 6£0'LY S86'vY paienday-jeialeN 9
0LE'LOS 9yL TSy (V€ - §7) Sen|Iger] JudIN) [e10L "SE 0 3|qeA929Y SPUBPIAIQ Pue 15219 °G
ST8'ST 0 el Jud.un) Yo ve 0 9|qeAI9I9Y SRION 2
08S'6T 6279t panuody soxel JBYI0 "EE 955'vLT 1556V 9|qeA1903Y SUN0IDY 13Y10 q
o\lm.ww 0 panudy soxe| awodu| ‘ZE mqm‘m.ﬁ mm_.NNH 9|qeAnIa29y SJUNOJdY \Eouw_m.h ‘e
Q0 0 Sasea] _mu_.amu ="JeN ua.un) ‘TE
0 0 *A9Q "INy 1930 1/1 1BIA JUa.IN) "0E 0 9|qeA229Y S9ION 2
S8ET6C vTe'ove 193Q 1/1 18N Judn] 67 0 0 9|qeAI2IY SIUNODY JBYIO q
00T oot susodaq Jowoisn] ‘8T 0 9|qeAIR23Y SIUN0JJY ‘WO | ‘e
0 0 syuawAhed pue sSuljig 90UeApY ‘LT SRy €
0 0 a|qeAed s91ON ‘9T 0 pung uonPNISUO) SNY-Yyse) ‘¢
0CT€6 £60'96 a|qeAed sjunody 'Sz 818°660°E $0S'6SEE syuajeninbj pue ysejy T
S3ILITIEVIT LNIYYND S13SSV LNIHYND
€10z oueleg | ZTOT dueleg €T0z dduejeg | ZTOT ueleg
Jedp Jolud Jeap Joud ALIND3 SYIATOHNDOLS ANY SILLITAVIT JedA JuaLIn) 1eap Joud S13SSY
paisnipy paisnipy paisnipy paisnipy

ONI “INOHdI3L NHOI 'LS
(mojag) :awen Auedwo)

199YysS 2duejeg JEIA JUALIND pue Joud PRISN(pY

(2)0TT-£2T-08% IVM - Judwiauinbay Juljiy uonnad 4SN €S ¥10T



y 98eq

v-v LIGIHX3

- NVH¥O0Hd SNOILYOINNWWOD JJINYES

IYSYIAINN IHL WOHL LHOddNS FAIFO3H OL

"ONI ‘INOHJ3TIL NHOM LS 40 NOILIL3d

spuawnsnipe 9 Jed Jeak Jua.nd sapnjut aduejeq paisnipy ¢

“Jipa.d e st uoneasdap parejnuundoe
pue saXe} AW0DU PILIDIP JO dUR|E] [BWLION ‘T
910N

STUBYS'L ¥96'SLT'L 0rS‘ees'L
(TeT’sor’t) (0Lv'TvT'T) (t6L'£90'T)
CIS'Ey 6€0CY S86'vY 9
(6TLTYT'Y) (¥05'SSEY) (ve6'Le6'e) [44
0 0 0 6T
0652SLTT 668'TELTT 08T'€LL'TT 8T
dduejeg €10 [4014 #
Jea Jo puj _v< JeaA 40 puj Jead\ Jo pujz aun
a8esany aoueleg ‘(py dueleg ‘(py

aseg aiey pare|nday (€10

(yD) sexe awoduj paIsd)aQ

saddng g sjeuale|n paieinsay (eo)

(yD) uonenaidaq parenwnady paisnipy paienday [ejo)
as() 2Jmn4 104 p|aH Auadoud (elo)

901AI9S-U|-JUB|d WODJ[D | PAISNIpy pajenday |eloL

:9seg ajey 9desdny

“ONI “INOHdITIL NHO( 'LS
(mojag) :oweN Auedwo)

aseg ajey Jead) Juasin) pue Jolid

(3)0TT-£2T-087 DVYM - Juawaunbay Buljid uoRIAd SN d3e1S YT0Z



2014 State USF Petition Filing Requirement - WAC 480-123-110(e)
Statistics - Prior and Current Year

Company Name: (Below)
ST. JOHN TELEPHONE, INC.

Prior Year Current Year
Description End of Yr. End of Vr Difference %
Balance - 2012 | Balance - 2013 Change
Access Lines:
Residential 443 431 (12) -2.7%
Business 142 139 (3) -2.1%
Total 585 570 (15) -2.6%
End of Yr. End of Year Difference %
Balance - 2012 | Balance -2013 Change
Broadband Connections 333 348 15 4.5%
Prior Yr. Current Yr. Difference %
2012 2013 Change
Total Annual Amount:
Gross Capital Expenditures 10,341 239,563 229,222 | 2216.6%

PETITION OF ST. JOHN TELEPHONE, INC.

TO RECEIVE SUPPORT FROM THE UNIVERSAL
SERVICE COMMUNICATIONS PROGRAM -
EXHIBIT 4-5

Page 5




2014 State USF Petition Filing Requirement - WAC 480-123-110(e)
Prior year Adjusted Income Statement

FCC Form 481
Part B Statement of Income and Retained Earnings Statement

Company Name: (Below)
ST. JOHN TELEPHONE, INC.

Prior Year Part 64 Prior Year
Line # Item 2012 Adj. to NonReg Adjusted
(A) (B) 2012
1 |Local Network Services Revenues 96,569 96,569
2 |Network Access Services Revenues 2,306,508 2,306,508
3 |Long Distance Network Services Revenues 0 0 0
4 |Carrier Billing and Collection Revenues 0 12,788 12,788
5 |Miscellaneous Revenues 54,797 (12,788) 42,009
6 |Uncollectible Revenues (Normal Balance is debit or in brackets) (1,984) 0 (1,984)
7 |Net Operating Revenues (1 thru 6) 2,455,890 0 2,455,890
8 |Plant Specific Operations Expense 519,451 (141,703) 377,748
9 |Plant Nonspecific Operations Expense (excluding Depreciation & Amort.) 23,881 19,169 43,050
10 |Depreciation Expense 616,084 (7,054) 609,030
11 [Amortization Expense 0 0 0
12 |Customer Operations Expense 168,439 (58,895) 109,544
13 |Corporate Operations 308,571 (29,797) 278,774
13a |Less: Corporate Operations Adjustment (FCC 36.621) reportin ( ) 0 0 0
13b |Adjusted Corporate Operations Expense (Line 13 minus Line 13a) 308,571 (29,797) 278,774
14 |Total Operations Expenses (8 thru 12 +13b) 1,636,426 (218,280) 1,418,146
15 |Operating Income or Margins (7 less 14) 819,464 218,280 1,037,744
16 |Other Operating Income and Expenses ( ) 0 0
17 |State and Local Taxes 0 111,341 111,341
18 |Federal Income Taxes (A1) (76,852) 27,767 (49,085)
19 |Other Taxes 296,005 -120432 175,573
20 |Total Operating Taxes (17+18+19) 219,153 18,676 237,829
21 |Net Operating Income or Margins (15+16-20) 600,311 199,604 799,915
22 |Interest on Funded Debt 399,517 399,517
23 |Interest Expense - Capital Leases 0 0
24 |Other Interest Expense 0 0
25 |Allowance for Funds Used During Construction (CR) 0 0
26 |Total Fixed Charges (22+23+24-25) 399,517 0 399;517
27 |[Nonoperating Net Income 25,022 25,022
28 |Extraordinary Items 0 0
29 |Jurisdictional Differences 0 0
30 [Nonregulated Net Income (B1) 125,947 (199,604) (73,657)
31 |Total Net Income or Margins (21+27+28+29+30-26) 351,763 0 351,763
32 |Total Taxes Based on Income 0 0 0
33 |Retained Earning or Margins Beginning-of-Year 5,275,036 5,275,036
34 |Miscellaneous Credits Year-to-Date 0 0
35 |Dividends Declared (Common) 37,680 37,680
36 |Dividends Declared (Preferred) 0 0
37 |Other Debits Year-to-Date 0 0
38 |Transfers to Patronage Capital 0 0
39 |Retained Earnings or Margins End-of-Period ((31+33+34)-(35+36+37+38) 5,589,119 0 5,589,119
40 |Patronage Capital Beginning-of-Year 0 0
41 [Transfers to Patronage Capital 0 0
42 |Patronage Capital Credits Retired 0 0
43 |Patronage Capital End-of-Year (40+41-42) 0 0 0
44 |Annual Debt Service Payments 735,081 735,081
45 |Cash Ratio ((14+20-10-11)/7) 0.5047 #DIV/0! 0.4263
46 |Operating Accrual Ratio ((14+20+26)/7) 0.9182 #DIV/0! 0.8370
47 |TIER ((31+26)/26) 1.8805 #DIV/0! 1.8805
48 |DSCR ((31+26+10+11)/44) 1.8602 #DIV/0! 1.8506
Notes:
(A) Asreported on Form 481
(A1) S Corporations provide effective tax rate on Income Statement
Summary Schedule footnote, Page 8
(B) Part 64 adjustment from regulated to nonregulated
(B1) Part 64 offset to nonregulated income (No Impact to retained earnings)

PETITION OF ST. JOHN TELEPHONE, INC.

TO RECEIVE SUPPORT FROM THE UNIVERSAL
SERVICE COMMUNICATIONS PROGRAM -
EXHIBIT 4-6
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2014 State USF Petition Filing Requirement - WAC 480-123-110(e)
Current Year Adjusted Income Statement

Company Name: (Below)
ST. JOHN TELEPHONE, INC.

Prior Year Part 64 Prior Year
Line # Item 2013 Adj. to NonReg Adjusted
(A) (8) 2013
1 |Local Network Services Revenues 116,244 116,244
2 |Network Access Services Revenues 2,295,465 2,295,465
3 |Long Distance Network Services Revenues 0 0 0
4 |Carrier Billing and Collection Revenues 0 12,038 12,038
5 |Miscellaneous Revenues 38,177 (12,038) 26,139
6 |Uncollectible Revenues (Normal Balance is debit or in brackets) (105,903) 0 (105,903)
7 |Net Operating Revenues (1 thru 6) 2,343,983 0 2,343,983
8 |Plant Specific Operations Expense 581,724 (183,401) 398,323
9 |Plant Nonspecific Operations Expense (excluding Depreciation & Amort.) 18,697 18,984 37,681
10 |Depreciation Expense 477,761 (8,561) 469,200
11 |Amortization Expense 0 0 0
12 |Customer Operations Expense 172,036 (44,954) 127,082
13 |Corporate Operations 341,451 (35,516) 305,935
13a |Less: Corporate Operations Adjustment (FCC 36.621) reportin( ) 0 0 0
13b |Adjusted Corporate Operations Expense (Line 13 minus Line 13a) 341,451 (35,516) 305,935
14 |Total Operations Expenses (8 thru 12 +13b) 1,591,669 (253,448) 1,338,221
15 |Operating Income or Margins (7 less 14) 752,314 253,448 1,005,762
16 |Other Operating Income and Expenses ( ) 0 0
17 |State and Local Taxes 0 113,739 113,739
18 |Federal Income Taxes (A1) 4,940 (1,545) 3,395
19 |Other Taxes 200,945 -120787 80,158
20 |Total Operating Taxes (17+18+19) 205,885 (8,593) 197,292
21 |Net Operating Income or Margins (15+16-20) 546,429 262,041 808,470
22 |Interest on Funded Debt 383,151 383,151
23 |Interest Expense - Capital Leases 0 0
24 |Other Interest Expense 0 0
25 | Allowance for Funds Used During Construction (CR) 0 0
26 |Total Fixed Charges (22+23+24-25) 383,151 0 383,151
27 |Nonoperating Net Income 35,853 35,853
28 |Extraordinary Items 0 0
29 |Jurisdictional Differences 0 0
30 |Nonregulated Net Income (B1) 122,416 (262,041) (139,625)
31 |Total Net Income or Margins (21+27+28+29+30-26) 321,547 0 321,547
32 |Total Taxes Based on Income 0 0 0
33 |Retained Earning or Margins Beginning-of-Year 5,589,119 5,589,119
34 |Miscellaneous Credits Year-to-Date 0 0
35 |Dividends Declared (Common) 37,600 37,600
36 |Dividends Declared (Preferred) 0 0
37 |Other Debits Year-to-Date 18,438 18,438
38 |[Transfers to Patronage Capital 0 0
39 |Retained Earnings or Margins End-of-Period ((31+33+34)~(35+36+37+38) 5,854,628 0 5,854,628
40 |Patronage Capital Beginning-of-Year 0 0
41 |Transfers to Patronage Capital 0 0
42 |Patronage Capital Credits Retired 0 0
43 |Patronage Capital End-of-Year (40+41-42) 0 0 0
44 |Annual Debt Service Payments 713,419 713,419
45 |Cash Ratio ((14+20-10-11)/7) 0.5631 #DIV/0! 0.4549
46 |Operating Accrual Ratio ((14+20+26)/7) 0.9303 #DIV/0! 0.8185
47 |TIER ((31+26)/26) 1.8392 #DIV/0! 1.8392
48 |DSCR ((31+26+10+11)/44) 1.6575 #DIV/0! 1.6455
Notes:

(A) Asreported on Form 481

(A1) S Corporations provide effective tax rate on Income Statement
Summary Schedule footnote, Page 8

(B) Part 64 adjustment from regulated to nonregulated

(B1) Part 64 offset to nonregulated income (No Impact to retained earnings)

PETITION OF ST. JOHN TELEPHONE, INC.

TO RECEIVE SUPPORT FROM THE UNIVERSAL
SERVICE COMMUNICATIONS PROGRAM -
EXHIBIT 4-7
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2014 State USF Petition Filing Requirement - WAC 480-123-110(e)
Prior and Current Year Income Statement

Company Name:
ST. JOHN TELEPHONE, INC.

Adjusted Adjusted
Line # Item Prior Year Current Year
2012 2013
1 |Local Network Services Revenues 96,569 116,244
2 |Network Access Services Revenues 2,306,508 2,295,465
3 |Long Distance Network Services Revenues 0 0
4 |Carrier Billing and Collection Revenues 12,788 12,038
5 |Miscellaneous Revenues 42,009 26,139
6 |uncollectible Revenues (Normal Balance is debit or in brackets) (1,984) (105,903)
7 |Net Operating Revenues (1 thru 6) 2,455,890 2,343,983
8 |Plant Specific Operations Expense 377,748 398,323
9 |Plant Nonspecific Operations Expense (excluding Depreciation & Amort.) 43,050 37,681
10 |Depreciation Expense 609,030 469,200
11 |Amortization Expense 0 0
12 |Customer Operations Expense 109,544 127,082
13 |Corporate Operations 278,774 305,935
13a |Less: Corporate Operations Adjustment (FCC 36.621) reportin( ) 0 0
13b |Adjusted Corporate Operations Expense (Line 13 minus Line 13a) 278,774 305,935
14 |Total Operations Expenses (8 thru 12 +13b) 1,418,146 1,338,221
15 |Operating Income or Margins (7 less 14) 1,037,744 1,005,762
16 |Other Operating Income and Expenses ( ) 0 0
17 |State and Local Taxes 111,341 113,739
18 |[Federal Income Taxes (49,085) 3,395
19 |Other Taxes 175,573 80,158
20 |[Total Operating Taxes (17+18+19) 237,829 197,292
21 |Net Operating Income or Margins (15+16-20) 799,915 808,470
22 |Interest on Funded Debt 399,517 383,151
23 |Interest Expense - Capital Leases 0 0
24 |Other Interest Expense 0 0
25 |Allowance for Funds Used During Construction 0 0
26 |Total Fixed Charges (22+23+24-25) 399,517 383,151
27 |Nonoperating Net Income 25,022 35,853
28 |Extraordinary ltems 0 0
29 |Jurisdictional Differences 0 0
30 |Nonregulated Net Income (73,657) (139,625)
31 |Total Net Income or Margins (21+27+28+29+30-26) 351,763 321,547
32 |Total Taxes Based on Income 0 0
33 |Retained Earning or Margins Beginning-of-Year 5,275,036 5,589,119
34 |Miscellaneous Credits Year-to-Date 0
35 |Dividends Declared (Common) 37,680 37,600
36 |Dividends Declared (Preferred) 0
37 |Other Debits Year-to-Date 0 18,438
38 |Transfers to Patronage Capital 0 0
39 |Retained Earnings or Margins End-of-Period ((31+33+34)-(35+36+37+38) 5,589,119 5,854,628
40 |Patronage Capital Beginning-of-Year 0 0
41 |Transfers to Patronage Capital 0 0
42 |Patronage Capital Credits Retired 0 0
43 |Patronage Capital End-of-Year (40+41-42) 0 0
44 |Annual Debt Service Payments 735,081 713,419
45 |Cash Ratio ((14+20-10-11)/7) 0.4263 0.4549
46 |Operating Accrual Ratio ((14+20+26)/7) 0.8370 0.8185
47 |TIER ((31+26)/26) 1.8805 1.8392
48 |DSCR ((31+26+10+11)/44) 1.85 1.6455
Footnote (A1) 2012 2013

S Corporation Effective Tax Rate (2 decimal places):

PETITION OF ST. JOHN TELEPHONE, INC.

TO RECEIVE SUPPORT FROM THE UNIVERSAL
SERVICE COMMUNICATIONS PROGRAM -
EXHIBIT 4-8
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2014 State USF Petition Filing requirement - WAC 480-123-110 (e)

Network Access Services Revenue
Prior and Current Year

Company Name: (Below)
ST. JOHN TELEPHONE, INC.

Difference

Description Part 32 2012 2013
Account

End User Revenue (SLC, ARC, etc.) 5081 70,638 73,046
Switched Access (excluding USF): 5082

Intrastate 127,394 92,645

Interstate 25,884 92,539
Special Access: 5083

Intrastate 5,304 9,163

Interstate 94,744 114,318
Federal USF (ICLS/CAF/HCL/SN) Varies 1,982,544 1,913,754
Total (must equal line 2 of Income Stmt.) 2,306,508 2,295,465
Line 2 of Income Stmt. 2,306,508 2,295,465

0

0

PETITION OF ST. JOHN TELEPHONE, INC.

TO RECEIVE SUPPORT FROM THE UNIVERSAL

SERVICE COMMUNICATIONS PROGRAM -

EXHIBIT 4-9
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

Audited Consolidated Financial Statements

December 31,2013 and 2012
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AUDITED CONSOLIDATED FINANCIAL STATEMENTS
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(eririen Pustic Accouniants

1501 Regents Bivd., Suite 100

Fircrest, WA 98466-60060

Independent Auditor’s Report

Board of Directors

St. John Co-Operative Telephone
and Telegraph Company

St. John, Washington

Report on Financial Statements

We have audited the accompanying consolidated financial statements of St. John
Co-Operative Telephone and Telegraph Company and Subsidiaries (the “Company”), which
comprise the consolidated balance sheets as of December 31, 2013 and 2012, and the
consolidated statements of income, stockholders’ equity and cash flows for the years then
ended, and the related notes to the financial statements.

Management’s Responsibility for the Fi inancial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation and maintenance of internal
control relevant to the preparation and fair presentation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audits. We conducted our audits in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

PETITION OF ST. JOHN TELEPHONE, INC. TO RECEIVE
SUPPORT FROM THE UNIVERSAL SERVICE
COMMUNICATIONS PROGRAM - EXHIBIT 5 -3



Board of Directors Page 2
St. John Co-Operative Telephone
and Telegraph Company

Auditor’s Responsibility ( Continued) )
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of St. John Co-Operative Telephone and Telegraph
Company and Subsidiaries as of December 31, 2013 and 2012 and the results of their
operations and their cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
March 15, 2014 on our consideration of the Company’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Company’s internal control over financial reporting and
compliance.

)ol—-“p At *-«%»o , =
JOHNSON, STONE & PAGANO, P.S.
March 15, 2014

PETITION OF ST. JOHN TELEPHONE, INC. TO RECEIVE
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AUDITED CONSOLIDATED FINANCIAL STATEMENTS
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WASHINGTON 3533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
December 31, 2013 and 2012

2013 2012

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, less allowances for
doubtful accounts
Materials and supplies
Nonregulated materials inventory
Prepaid expenses

Total Current Assets

INVESTMENTS
Investments in stocks

PROPERTY, PLANT AND EQUIPMENT
Telecommunications plant in service
Less allowances for depreciation
Total Telecommunications Plant
Nonregulated plant
Less allowances for depreciation
Plant under construction

Total Nonregulated Plant

Total Property, Plant and Equipment

TOTAL ASSETS

The accompanying notes are an integral part of these consolidated financial statements.
PETITION OF ST. JOHN TELEPHONE, INC. TO RECEIVE
SUPPORT FROM THE UNIVERSAL SERVICE =3~ REDACTED
COMMUNICATIONS PROGRAM - EXHIBIT 5 -6



WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE

AND TELEGRAPH COMPANY AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (Continued)

December 31, 2013 and 2012

2013 2012

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES
Accounts payable
Customers’ deposits
Taxes, other than income taxes
Other current liabilities
Federal income taxes payable
Installments on long-term debt due within one year

Total Current Liabilities

LONG-TERM DEBT, less portion classified as a
current liability

OTHER LIABILITIES
Deferred income taxes

Total Liabilities

STOCKHOLDERS’ EQUITY

Common stock, par value B per share;
Authorized - [l shares

Issued and outstanding - (2013 e
2012-hares)
Retained earnings

Total Stockholders’ Equity

TOTAL LIABILITIES AND STOCKHOLDERS'
EQUITY

The accompanying notes are an integral part of these consolidated financial statements.
PETITION OF ST. JOHN TELEPHONE, INC. TO RECEIVE ,
SUPPORT FROM THE UNIVERSAL SERVICE A RERSCELED

COMMUNICATIONS PROGRAM - EXHIBIT 5 -7



WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE

AND TELEGRAPH COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31, 2013 and 2012

2013 2012

OPERATING REVENUES
Local network service revenues
Network access service revenues
Long distance network service revenues
Miscellaneous revenues
Cable television revenues and installations
Uncollectible revenues (deduction)

Total Operating Revenues

OPERATING EXPENSES
Plant specific operations
Plant nonspecific operations
Depreciation and amortization
Customer operations
Corporate operations
Taxes, other than income taxes
Other operating expenses

Total Operating Expenses
Net Operating Income
FIXED CHARGES

OTHER INCOME
Interest and dividend income
Other income - net

Total Other Income

INCOME TAXES
Currently payable
Deferred taxes

Total Income Taxes

NET INCOME

The accompanying notes are an integral part of these consolidated financial statements.
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE

AND TELEGRAPH COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS® EQUITY

Years Ended December 31, 2013 and 2012

Common Retained
Stock Earnings Total

BALANCE AT DECEMBER 31, 2011
Dividends declared - net
Net income for the year

BALANCE AT DECEMBER 31, 2012
Dividends declared - net
Redemption of stock

Net income for the year

BALANCE AT DECEMBER 31, 2013

The accompanying notes are an integral part of these consolidated financial statements.
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2013 and 2012

2013 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation of telecommunications plant
Depreciation and amortization of nonregulated
plant and other assets
Deferred income taxes
Net change in operating assets and liabilities

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to telecommunications plant
Additions to nonregulated plant

Net Cash Used by Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid
Payments on long-term debt
Advance payments unapplied - net
Redemption of stock

Net Cash Used by Financing Activities

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

Cash and Cash Equivalents at
Beginning of Year

CASH AND CASH EQUIVALENTS AT END OF YEAR

The accompanying notes are an integral part of these consolidated financial statements.
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE

AND TELEGRAPH COMPANY AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued)

Years Ended December 31, 2013 and 2012

2013 2012

COMPONENTS OF NET CHANGE IN OPERATING
ASSETS AND LIABILITIES

(Increase) decrease in assets
Accounts receivable
Materials and supplies
Nonregulated materials inventory
Prepaid expenses

Increase (decrease) in liabilities
Accounts payable
Taxes, other than income taxes
Other current liabilities
Federal income taxes payable

Net Change in Operating Assets
and Liabilities

SUPPLEMENTAL DISCLOSURES OF CASH
FLOW INFORMATION
Cash paid during the year for
Interest

The accompanying notes are an integral part of these consolidated financial statements.
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31,2013 and 2012

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Principles of Consolidation and Operations

The consolidated financial statements include the accounts of St. John Co-Operative
Telephone and Telegraph Company (the “Company”) and its wholly-owned subsidiaries, St.
John Cable Company, Colfax Highline Cable Company and Coin Telecom, Inc. (the
“Subsidiaries”). All material intercompany accounts and transactions have been eliminated in
consolidation.

St. John Co-Operative Telephone and Telegraph Company is a local exchange
telecommunications company. The Company, together with its subsidiary Coin Telecom,
Inc., provides local exchange, network access, long distance access, other telecommunications
services and broadband access services to customers in St. John and the surrounding vicinity
in rural Whitman County in eastern Washington State. St. John Cable Company provides
cable television and broadband access services to customers in St. John and the surrounding
vicinity. Colfax Highline Cable Company provides cable television and broadband access
services to customers in Colfax and the surrounding vicinity in eastern Washington State.

The Company is a small rate-of-return carrier operating in eastern Washington State. The
Federal Communications Commission (“FCC*) Report and Order and Further Notice of
Proposed Rulemaking, (“FCC 11-1617), reformed the universal service and intercarrier

compensation systems. These reforms modify the manner in which the Company recovers its
telecommunications revenue requirements.

Regulation

The Company and Coin Telecom, Inc. are subject to the accounting and rate regulation
policies of the Washington Utilities and Transportation Commission (“WUTC”) and adhere to
the FCC Uniform System of Accounts for Class B telephone companies as prescribed by the
FCC under Part 32.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Company considers cash to be cash on hand,
in checking accounts, in construction fund accounts and in certificates of deposit with original
maturities of three months or less.

Materials and Supplies

Materials and supplies are stated at the lower of cost (first-in, first-out) or market.

Investments in Stocks
Investments in stocks are stated at fair market value.
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31,2013 and 2012

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Fair Value Measurements

The Company measures fair value of its assets, liabilities and related disclosures in
accordance with a hierarchy based on defined inputs. The hierarchy prioritizes the inputs
underlying fair value measurements and requires that valuation techniques maximize the use
of observable inputs and minimize the use of unobservable inputs. The three levels of inputs
essentially distinguish the relative reliability of inputs to fair value measurements. Level 1
inputs are more reliable and objective than Level 2 inputs which are in turn more reliable and
objective than Level 3 inputs. In arriving at a fair value measure, the Company is required to
determine the level in the fair value hierarchy within which a fair value measurement
ultimately falls and provide disclosure of such determinations.

Accounting for Long-Lived Assets

The Company periodically reviews its long-lived assets such as property, plant and equipment
for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of assets to be held and used is
measured by a comparison of the carrying amount of an asset to estimated undiscounted
future cash flows expected to be generated by the asset. If the carrying amount of an asset
exceeds its estimated future cash flows, an impairment charge is recognized by the amount by
which the carrying amount of the asset exceeds the fair value of the asset. At December 31,
2013 and 2012, management has determined that there were no material impairment charges

to be recorded as of those dates.

Property, Plant and Equipment

Property, plant and equipment are stated at cost and are depreciated on a straight-line basis for
accounting purposes. Lives used for calculating depreciation on telecommunications plant are
i accordance with the rules of the WUTC and are based on the estimated economic useful
lives of all assets. Likewise, lives used for calculating depreciation on all other property and
equipment are based on the estimated economic useful lives of the assets.

Telecommunications Plant Retirements

When a telecommunications plant asset is retired or otherwise disposed of, the cost of the
asset is removed from the asset account and charged to the related allowances for
depreciation. Similarly, the cost of removal and salvage proceeds are charged or credited to
the allowances for depreciation. Consequently, no gain or loss upon disposition is
recognized.
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2013 and 2012

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Advertising Costs ' .
Costs incurred for advertising are expensed as incurred. Advertising expenses were SHE in
2013 and SN in 2012.

Revenue Recognition, Major Customers and Services

Services provided by the Company and Subsidiaries include local network, long distance
network and network access services, digital subscriber lines, broadband and internet access
services and video services. In the normal course of the Company’s business, certain network
access service revenues are subject to out-of-period adjustments. Such adjustments are
normal occurrences and are recorded by the Company during the year in which they become
determinable.

Network access service revenues, which represent a major portion of the Company’s
operating revenues, are derived from the provision of exchange access services to

interexchange carriers or to an end user of telecommunication services.

Revenues for certain interstate access services are currently received through tariffed access
charges filed by the National Exchange Carrier Association (“NECA™) with the Federal
Communication Commission (“FCC”) on behalf of the NECA member companies. These
access charges currently are billed by the Company to interstate interexchange carriers and
pooled with like-revenues from all NECA member companies. The pooled access charge
revenues received by the Company are currently based upon the actual cost of providing
interstate access services, plus a return on the investment dedicated to providing these
services. Pooled access charge revenues are estimated at December 31 each year and are
subject to adjustment. Such adjustments are normal occurrences and are recorded by the
Company during the year in which they occur.

The FCC 11-161 modifies and replaces the existing universal service and intercarrier
compensation systems with universal service reform and intercarrier compensation reform. A
Connect America Fund has been established to replace all existing high-cost support
mechanisms and set broadband service requirements. Alongside the broadband service rules,
reforms to establish a framework to limit reimbursements for excessive capital and operating
expenses were implemented as of July 1, 2012 and phase outs of certain support payments
occurred. Intercarrier compensation reform adopts a uniform bill-and-keep framework as the
ultimate end state for all telecommunications traffic exchanged with the Company.
Intercarrier compensation rates are capped and the disparity between intrastate and interstate
terminating end office rates are being brought to parity in two steps as outlined in FCC
11-161. The state’s public utilities commissions will be overseeing the modifications to rates
in intrastate tariffs. Limits on carriers’ total eligible recovery will reflect existing downward
trends on intercarrier compensation revenues with declining switching costs and minutes of
use.

PETITION OF ST. JOHN TELEPHONE, INC. TO RECEIVE
SUPPORT FROM THE UNIVERSAL SERVICE 11- REDACTED
COMMUNICATIONS PROGRAM - EXHIBIT 5 -14



WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31,2013 and 2012

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Revenue Recognition, Major Customers and Services (Continued)

The Company continues to review the reforms and modifications to the support that the
Company receives, and understands that those reforms and modifications could have an
adverse effect on the Company’s revenues and cash flow. Revenue impacts are subject to
change based upon the outcome of numerous petitions and legal challenges, as well as future
data collections and further clarification from the FCC.

Revenues for intrastate access services are received through tariffed access charges filed by
the Company and the Washington Exchange Carrier Association ("WECA”) and approved by
the WUTC.  The access charges are billed by the Company to intrastate interexchange
carriers. The carrier common line and state universal service fund revenues are pooled with
all WECA member companies and are redistributed to the Company based upon the
Company’s proportionate share of cost to provide those services plus a return on investment
as compared with the other participating WECA member companies. The traffic sensitive

revenues are considered bill-and-keep based on tariffed rates.

For some of the services that the Company provides to its customers, the Company relies
upon services and facilities supplied to it by other companies. Any material disruption of the
services or facilities supplied to the Company by other companies could potentially have an
adverse effect upon the Company’s operating results.

Federal Income Taxes

The Company and Subsidiaries provide federal income taxes for the effects of transactions
reported in the financial statements and consists of taxes currently due and deferred income
taxes. The Company and Subsidiaries file federal income taxes on a consolidated basis. The
consolidated tax liability of the affiliated group is based on each company’s contributions to
consolidated taxable income.

The Company and Subsidiaries utilize the liability method of accounting for income taxes.
Under the liability method, deferred taxes are determined based on the temporary differences
between the financial statement and tax basis of assets and liabilities using tax rates expected
to be in effect during the years in which the basis differences reverse. A valuation allowance
is recorded when it is more likely than not that some of the deferred tax assets will not be
realized.

The Company and Subsidiaries are required to recognize, measure and disclose uncertain tax
positions in the financial statements. Management is of the opinion that the income tax
positions taken by the Company and Subsidiaries meet the more-likely-than-not threshold that
the tax returns filed by the Company and Subsidiaries have greater than a [l percent chance
of being sustained under examination by the Internal Revenue Service.
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2013 and 2012

NOTE 1 - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Federal Income Taxes (Continued)
The Company’s federal income tax returns for the tax years ended previous to December 31,
2010 are closed to examination.

Use of Estimates

The preparation of consolidated financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amount of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results may differ from those estimates and assumptions used in
preparing the accompanying consolidated financial statements. Significant accounting
estimates include the recoverability of long-term assets, estimate of useful lives of property,
plant and equipment, future maturities of long-term debt and the recognition of certain
network access service revenues.

Subsequent Events

The management of the Company and Subsidiaries evaluated for subsequent events and
transactions for potential recognition and disclosure through March 15, 2014, the date the
financial statements were available to be issued. All identified material events or transactions
have been recorded or disclosed.

NOTE 2 - CONCENTRATION OF CREDIT RISK

The Company and Subsidiaries maintain cash balances at various financial institutions in
eastern Washington. Accounts at each of the institutions are insured by the Federal Deposit
Insurance Corporation or the Federal Savings and Loan Insurance Corporation up to
$250,000. The Company and Subsidiaries periodically maintain cash balances in excess of
the federally insured limits. At December 31, 2013, the Company’s and Subsidiaries’ cash
balances exceeded the insured amount by $

The Company and Subsidiaries accounts receivable are subject to potential credit risk as they
are concentrated in and around St. John and Colfax, Washington, and are unsecured.
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE

AND TELEGRAPH COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2013 and 2012

NOTE 3 - ACCOUNTS AND NOTE RECEIVABLE

The accounts receivable balance at December 31 consists of:

2013 2012

Due from customers

Due from exchange carriers and exchange
carrier associations

Allowances for doubtful accounts (deduction)

The Company and Subsidiaries extend credit to its business and residential customers based
upon a written credit policy. Service interruption is the primary vehicle for controlling losses.
Accounts receivable are recorded when subscriber bills, carrier access bills and exchange
carrier associations settlement statements are rendered and are presented in the balance sheets
net of the allowances for doubtful accounts. Certain exchange carrier associations’
settlements are subject to out-of-period adjustments and are recorded during the year in which
they become determinable. The allowances for doubtful accounts are estimated based on the
Company and Subsidiaries historical losses, the existing economic conditions in the
telecommunications and cable television industry and the financial stability of its customers.
Approximately [J% of accounts receivable were outstanding ninety days or more after the date
of the invoice on which they were first billed.

In 2013, the Company determined that interexchange carrier access billings totaling N
were uncollectible from October 2009 to July 2011 due to the lack of filing of an access order
request. The Company continues to pursue collection from the interexchange carrier as well
as the long distance reseller that did not file the access order request. The Company is not
certain of collection from either carrier at this time.

NOTE 4 - INVESTMENTS IN STOCKS

Investments consist of the following:
2013 2012

Investments in Stocks

St. John Co-Operative Telephone and
Telegraph Company
Grange Patronage Stock Dividend
Pioneer Telephone Holding Company, Inc.

Total Investments in Stocks
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE

AND TELEGRAPH COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2013 and 2012

NOTE 4 - INVESTMENTS IN STOCKS (Continued)
Investments in stocks are stated at fair market value.

Following is the hierarchy and fair value measurements at December 31, 2013 and 2012:

Fair Value Measurements
Quoted Prices

in Active Significant
Markets Other Other
For Identical Observable Subjective
Assets Inputs Inputs
Fair Value (Level 1) (Level 2) (Level 3)

December 31. 2013
Equities

December 31,2012
Equities

Investments valued using Level 1 inputs are based on unadjusted quoted market prices within
active markets. Investments valued using Level 2 inputs are based primarily on quoted prices
for similar assets in active or inactive markets. Level 3 inputs are based on the Company’s
own assumptions on how knowledgeable parties would price assets or liabilities, and are
developed using the best information available in the circumstances.

There were no unrealized gains or losses included in the valuation of investments measured in
accordance with level 3 inputs.

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT

Telecommunications Plant in Service

Telecommunications plant in service is stated at cost. Listed below are the major classes of

the telecommunications plant as of December 31, 2013 and 2012:

2013 2012

General support facilities
Central office equipment
Cable and wire facilities
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31,2013 and 2012

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT (Continued)

Provisions have been made for depreciation of major classes of the telecommunications plant
at straight-line rates as follows:

General support facilities
Buildings
Furniture and office equipment
Vehicles and other work equipment
Central office equipment
Cable and wire facilities

Nonregulated Plant
Nonregulated plant is recorded at original cost. Listed below are the major classes of
nonregulated plant as of December 31, 2013 and 2012:

2013 2012

St. John Co-Operative Telephone and

Telegraph Company
Land
Nonregulated telecommunications equipment
Internet equipment
Paging equipment
Motel building
Mini storage building

St. John Cable Company
Cable television equipment

Colfax Highline Cable Company

General support assets
Cable television equipment

Total Nonregulated Plant

PETITION OF ST. JOHN TELEPHONE, INC. TO RECEIVE
SUPPORT FROM THE UNIVERSAL SERVICE -16- REDACTED
COMMUNICATIONS PROGRAM - EXHIBIT 5-19



WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31,2013 and 2012

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT (Continued)

Provisions have been made for depreciation of major classes of nonregulated plant at straight-
line rates as follows:

Nonregulated telecommunications equipment
Internet equipment

Paging equipment

Motel and mini storage building

Cable television equipment

General support assets

Depreciation Expense ‘
The provision for depreciation on telecommunications plant and nonregulated plant in service

is as follows:
2013 2012

Telecommunications plant
Nonregulated plant

Total Depreciation Expense

NOTE 6 - LONG-TERM DEBT

Long-term debt consists of the following:

Current

Annual
Installments Principal Amount
of Principal 2013 2012

Rural Utilities Service (“RUS”) - first
mortgage notes
% - due September 2013
% - due September 2013
% - due September 2029

Advance payments unapplied - net

Less principal installments on long-term
debt due within one year

Total Long-term Debt
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE

AND TELEGRAPH COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31,2013 and 2012

NOTE 6 - LONG-TERM DEBT (Continued)

At December 31, 2013, maturities on long-term debt for the next five years and thereafter are
as follows:

Substantially all of the Company’s telecommunications plant now owned and hereafter
acquired is subject to first and supplemental mortgage agreements executed to the Rural
Utilities Service. The terms of the mortgage agreements restrict distributions to stockholders,
redemptions of capital stock and investments in affiliated companies. Allowable distributions
are based on minimum net worth requirements defined in the agreements. The Company
must also maintain certain interest coverage under the mortgage agreements.

The Advance payment unapplied - net, represents voluntary unscheduled payments by the
Company in excess of amounts due and payable under the Cushion of Credits Payments
Program noted in the Rural Electrification Act. The cushion of credit is intended to enable the
Company to deposit funds and have those funds available to make scheduled debt payments
or instaliments. If the Company made less than or no payment when their debt payment was
due, the cushion of credit would automatically add to or make the Company’s debt payment
systematically for the Company. By law, cushion of credit accounts earn five percent interest

annually, accrued daily and recorded quarterly. In 2013, the Company added $ to its
cushion of credit, which included interest earned on the cushion of credit of $ . In
2012, the Company added $ to its cushion of credit, which included interest earned on

the cushion of credit of §

NOTE 7 - FEDERAL INCOME TAXES

The Company and Subsidiaries recognize deferred income taxes for differences between the
basis of assets and liabilities for financial statement and income tax purposes. The deferred
tax assets and liabilities represent future income tax return consequences of those differences
which will either be taxable or deductible when the assets and liabilities are recovered or
settled. The differences relate to the following:

o Depreciable assets’ lives and methods of calculating depreciation for financial and
income tax reporting.

PETITION OF ST. JOHN TELEPHONE, INC. TO RECEIVE
SUPPORT FROM THE UNIVERSAL SERVICE -18- REDACTED
COMMUNICATIONS PROGRAM - EXHIBIT 5 -21



WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE

AND TELEGRAPH COMPANY AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2013 and 2012

NOTE 7 - FEDERAL INCOME TAXES (Continued)
o Carryforward of a net operating loss for income tax reporting.

The tax effects of temporary differences that give rise to significant portions of deferred tax
liabilities (assets) consist of the following:

2013 2012

Plant and equipment
Net operating loss carryforward

Components of the provisions for income taxes are as follows:

2013 2012

Current
Deferred

At December 31, 2013, the Company does not have any net operating loss carryforward
available. At December 31, 2012, the Company had a net operating loss carryforward of

SHE from 2010.

NOTE 8 - LEASES

The Company leases certain telecommunications facilities, bandwidth and transport services
from a local telecommunications provider. The terms of the lease consist of a three-year lease
commencing June 2010 and expiring June 2013 at S| per month. The Company is
negotiating a new lease as of the date of this report. The Company is currently leasing other
facilities on a month-to-month basis at Sl per month. Total lease expense was $h
in 2013 and S in 2012. The Company subleases certain of these facilities to another
telecommunications provider and a customer outside of its local exchange boundary. The
current sublease agreements are month-to-month with current monthly income of $
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WASHINGTON 533 ST. JOHN
ST. JOHN CO-OPERATIVE TELEPHONE
AND TELEGRAPH COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31,2013 and 2012

NOTE 8 - LEASES (Continued)

The Company also leases certain telecommunications facilities from the Port of Whitman
County. The term of the lease consists of a twenty-year lease commencing August 31, 2004
and expiring August 31, 2024, unless terminated earlier by either party pursuant to the lease
agreement. The Company pays monthly rents of S and monthly taxes of Sl Expense
for this agreement was $h for 2013 and 2012. The Company leases certain
telecommunications facilities under a separate ten-year lease with the Port of Whitman
County that expires November 2022 for $ per year.

The Company and Subsidiaries have various other land and building leases that run month-to-
month, year-to-year, or expire on or before January, 2022. The annual amounts paid under
these leases were S in 2013 and SHM in 2012. The Company has several sublease
agreements that run month-to-month or ex ire on or before September 2020. The amounts
received under these subleases were for 2013 and 2012. The Company leases certain
real property to its subsidiary, Colfax Highline Cable Company, on a month-to-month basis at
$550 per month.

Future minimum payments for the next five years under the terms of the agreements referred
to above in this Note 8, as determined by the current monthly or scheduled payments, are as
follows:

NOTE 9 - PENSION PLAN

The Company has a pension plan covering all of its eligible employees. All employees over
21 years of age and after one year of service with the Company are covered under the plan.
Company contributions are [ll% of the qualified employees’ wages. All accrued pension
costs are funded through a trust. The fund covers all vested benefits under the plan. The
costs for the years ended December 31, 2013 and 2012 were S and SHEEEL
respectively.
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USDA-RUS BORROWER DESIGNATION
wA0533 St. John Telephone, Inc.
OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS PERIOD ENDING
December, 2013
INSTRUCTIONS- See RUS Bulletin 1744-2
PART B. STATEMENTS OF INCOME AND RETAINED EARNINGS OR MARGINS
EEs PRIOR YEAR THIS YEAR

1. Local Network Services Revenues 96,569 116,245

2. Network Access Services Revenues 214,172 241,899

3. Long Distance Network Services Revenues

4. Carrier Billing and Collection Revenues 2,092,336 2,053,566

5. Miscellaneous Revenues 54,797 38,176

6. Uncollectible Revenues 1,984 105,903

7. Net Operating Revenues (1 thru § less 6) 2,455,890 2,343,983

8. Plant Specific Operations Expense 519,451 581,724

9. Plant Nonspecific Operations Expense (Excluding Depreciation & Amortization) 23,881 18,697
10. Depreciation Expense 616,084 477,761
11. Amortization Expense
12. Customer Operations Expense 168,439 172,036
13. Corporate Operations Expense 308,571 341,451
14. Total Operating Expenses (8 thru 13) 1,636,426 1,591,669
15. Operating Income or Margins (7 less 14) 819,464 752,314
16. Other Operating Income and Expenses

17. State and Local Taxes
18. Federal Income Taxes (76,852) 4,940
19. Other Taxes 296,005 200,945
20. Total Operating Taxes (17+18+19) 219,153 205,885
21. Net Operating Income or Margins (15+16-20) 600,311 546,429
22. Interest on Funded Debt 399,517 383,151
23. Interest Expense - Capital Leases
24. Other Interest Expense
25. Allowance for Funds Used During Construction
26. Total Fixed Charges (22+23+24-25) 399,517 383,151
27. Nonoperating Net Income 25,022 35,853
28. Extraordinary ltems
29. Jurisdictional Differences
30. Nonregulated Net Income 125,947 122,416
31. Total Net Income or Margins (21+27+28+29+30-26) 351,763 321,547
32. Total Taxes Based on Income
33. Retained Earnings or Margins Beginning-of-Year 5,275,036 5,589,119
34. Miscellaneous Credits Year-to-Date
35. Dividends Declared (Common) 37,680 37,600
36. Dividends Declared (Preferred)
37. Other Debits Year-to-Date 18,438
38. Transfers to Patronage Capital
39. Retained Earnings or Margins End-of-Period [(31+33+34) - (35+36+37+38)] 5,589,119 5,854,628
40. Patronage Capital Beginning-of-Year
41. Transfers to Patronage Capital
42. Patronage Capital Credits Retired
43. Patronage Capital End-of-Year (40+41-42) 0 0
44. Annual Debt Service Payments 735,081 713,419
45. Cash Ratio [(14+20-10-11) /7] 0.5047 0.5631
46. Operating Accrual Ratio [(14+20+26) / 7] 0.9182 0.9303
47. TIER [(31+26) / 26] 1.8805 1.8392
48. DSCR [(31+26+10+11) / 44] 1.8602 1.6575
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EXHIBIT 7
CORPORATE OPERATIONS EXPENSE ADJUSTMENT CERTIFICATE
I, Jerry Schauble, an officer of St. John Telephone, Inc. with personal knowledge and
responsibility, under penalty of perjury, hereby certify that no corporate operations adjustment
to existing high-cost loop and interstate common line support mechanisms, as required by the

Federal Communications Commission, applied to the Company for 2013 and 2012.

Dated this 31st day of July, 2014.
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EXHIBIT 8

FINANCIAL ACCOUNTING CERTIFICATE

|, Jerry Schauble, an officer of St. John Telephone, Inc. with personal knowledge and
responsibility, based upon my discussions with the outside consultants retained by the
Company to handle such matters, under penalty of perjury, state that the Company complies
with state and federal accounting, cost allocation and cost adjustment rules pertaining to

incumbent local exchange companies.

Dated this 31st day of July, 2014.
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EXHIBIT 9
CONTINUED OPERATIONS CERTIFICATE

I, Jerry Schauble, an officer of the Company, under penalty of perjury, hereby certify
that if the Company receives Program support, the Company will continue to provide
communications services pursuant to its tariffs on file with the Commission throughout its
service territory in Washington for which the company is seeking and receives Program support
during the entirety of 2015.

Dated this 31st day of July, 2014.
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