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Independent Auditor’s Report

To the Partners
Eastern Sub-RSA Limited Partnership

We have audited the accompanying balance sheets of Eastern Sub-RSA Limited Partnership 
(a limited partnership) as of December 31, 2009 and 2008, and the related statements of 
operations, changes in partners' capital and cash flows for the years then ended. These 
financial statements are the responsibility of the Partnership's management. Our 
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the 
United States of America.  Those standards require that we plan and perform the audits to 
obtain reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements.  An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation.  We believe that our audits provide a reasonable basis 
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material 
respects, the financial position of Eastern Sub-RSA Limited Partnership at December 31,
2009 and 2008, and the results of its operations and its cash flows for the years then ended in 
conformity with accounting principles generally accepted in the United States of America.

JOHNSON, STONE & PAGANO, P.S.

April 2, 2010
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EASTERN SUB-RSA LIMITED PARTNERSHIP

BALANCE SHEETS

December 31, 2009 and 2008

2009 2008
(As Restated)

ASSETS

CURRENT ASSETS
Cash $ 654,552 $ 695,342
Accounts receivable, less allowance for doubtful

accounts (2009 - $52,168; 2008 - $17,710) 381,289 403,771
Inventories 82,002 81,889
Prepaid expenses 38,684 34,574

Total Current Assets 1,156,527 1,215,576

OTHER ASSETS
Plant previously in service, less accumulated
depreciation (2009 - $88,254; 2008 - $261,256) 9,201 13,778

Deposits and other assets 45,378 16,869

Total Other Assets 54,579 30,647

INVESTMENT IN CELLULAR PLANT
Land 143,537 143,537
Cellular plant in service 10,702,607 12,335,153
Allowances for depreciation (deduction) (7,372,220) (7,979,994)

3,473,924 4,498,696
Plant under construction 183,099 55,606

Total Investment in Cellular Plant 3,657,023 4,554,302

Total Assets $ 4,868,129 $ 5,800,525

REDACTED

REDACTED

REDACTED
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2009 2008
(As Restated)

LIABILITIES AND PARTNERS’ CAPITAL

CURRENT LIABILITIES
Accounts payable $ 130,160 $ 139,961
Customers’ deposits 42,158 29,658
Taxes, other than income taxes 22,222 7,564
Due to former partner 191,952 286,844

Total Current Liabilities 386,492 464,027

OTHER LIABILITIES
Due to affiliated partnership 1,279,668 1,050,720
Due to General Partner and affiliates 1,726,843 1,975,074

Total Other Liabilities 3,006,511 3,025,794

Total Liabilities 3,393,003 3,489,821

PARTNERS’ CAPITAL 1,475,126 2,310,704

Total Liabilities and Partners’ Capital $ 4,868,129 $ 5,800,525

REDACTED

REDACTED

REDACTED
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See accompanying notes to financial statements.
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EASTERN SUB-RSA LIMITED PARTNERSHIP 

STATEMENTS OF OPERATIONS

Years Ended December 31, 2009 and 2008

2009 2008
(As Restated)

OPERATING REVENUES
Access revenues $ 998,097 $ 798,439
Service activation revenues 8,555 15,719
Toll revenues 1,188,612 928,656
Local airtime revenues 23,657 26,545
Roaming revenues 1,376,809 1,336,343
Uncollectible revenues (deduction) (54,000) 5,880

Total Operating Revenues 3,541,730 3,111,582

OPERATING EXPENSES
Cost of services 1,753,097 1,618,824
Depreciation 1,039,857 1,116,649
Marketing 867,927 709,992
General and administrative 731,062 667,058

Total Operating Expenses 4,391,943 4,112,523

Total Operating Loss (850,213) (1,000,941)

OTHER INCOME (EXPENSE)
Interest income 2,664 14,973
Interest expense (103,452) (108,391)
Other income 115,423 148,049

Total Other Income 14,635 54,631

Net Loss $ (835,578) $ (946,310)

REDACTED
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See accompanying notes to financial statements.
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EASTERN SUB-RSA LIMITED PARTNERSHIP

STATEMENTS OF CHANGES IN PARTNERS’ CAPITAL

Years Ended December 31, 2009 and 2008

Inland
Cellular Pioneer

Telephone Telephone
Company Company Total

BALANCE AT DECEMBER 31, 2007
(As Restated) $ 1,759,994 $ 1,497,020 $ 3,257,014

Net loss for the year (as restated) (511,358) (434,952) (946,310)

BALANCE AT DECEMBER 31, 2008
(As Restated) 1,248,636 1,062,068 2,310,704

Net loss for the year (451,521) (384,057) (835,578)

BALANCE AT DECEMBER 31, 2009 $ 797,115 $ 678,011 $ 1,475,126

REDACTED
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See accompanying notes to financial statements.
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EASTERN SUB-RSA LIMITED PARTNERSHIP 

STATEMENTS OF CASH FLOWS

Years Ended December 31, 2009 and 2008

2009 2008
(As Restated)

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (835,578) $ (946,310)
Adjustments to reconcile net loss to net cash

provided by operating activities:
Depreciation 1,039,857 1,116,649
Loss on disposal of cellular plant 42,320
Net change in operating assets and liabilities 36,343 (137,920)

Net Cash Provided by Operating Activities 282,942 32,419

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to cellular plant (209,557) (391,346)

Net Cash Used by Investing Activities (209,557) (391,346)

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of amount due to former partner (94,892)
Repayments of amounts due to affiliated partnership (317,843) (225,928)
Advances from affiliated partnership 546,791 452,199
Loans from General Partner and affiliates 3,756,899 1,974,980
Repayments of amounts due General Partner and

affiliates (4,005,130) (1,886,766)

Net Cash Provided (Used) by Financing
Activities (114,175) 314,485

Net Decrease in Cash (40,790) (44,442)

CASH AT BEGINNING OF YEAR 695,342 739,784

Cash at End of Year $ 654,552 $ 695,342

REDACTED
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See accompanying notes to financial statements.
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EASTERN SUB-RSA LIMITED PARTNERSHIP

STATEMENTS OF CASH FLOWS (Continued)

Years Ended December 31, 2009 and 2008

2009 2008
(As Restated)

COMPONENTS OF NET CHANGE IN OPERATING
ASSETS AND LIABILITIES

(Increase) decrease in assets:
Accounts receivable $ 22,482 $ (107,327)
Inventories (113) (24,097)
Prepaid expenses (4,110) (10,099)
Deposits and other assets 727 (261)

Increase (decrease) in liabilities:
Accounts payable (9,801) 7,922
Customers’ deposits 12,500 1,900
Taxes, other than income taxes 14,658 (5,958)

Net Change in Operating Assets and Liabilities $ 36,343 $ (137,920)

SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION

Cash paid during the year for interest $ 103,452 $ 108,391

REDACTED
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EASTERN SUB-RSA LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS

December 31, 2009 and 2008

-8-

NOTE 1 - ORGANIZATION

The Eastern Sub-RSA Limited Partnership (“Partnership”) was formed to fund, establish and 
provide cellular telecommunication services to customers in Lincoln, Adams and a portion of 
Grant counties in the state of Washington.  The partners in the Partnership and their respective 
ownership interests at December 31 are as follows:

2009 2008
(As Restated)

General Partner:
Inland Cellular Telephone Company 33.917% 33.917%

Limited partners:
Inland Cellular Telephone Company 20.120% 20.120%
Pioneer Telephone Company 45.963% 45.963%

Pacific Telecom Cellular of Washington, Inc. (“Pac Tel Cellular”), which held an 8.472%
interest in the Partnership at December 31, 2002, is a wholly-owned subsidiary of CenturyTel 
Wireless, Inc. (“CenturyTel Wireless”).  The Partnership was advised that effective August 1, 
2002, CenturyTel, Inc. (“CenturyTel”) transferred ownership of CenturyTel Wireless to 
ALLTEL Communications, Inc. (“Alltell”).  As a result of the transfer, Pac Tel Cellular 
ceased to be an affiliate of a “wireline carrier,” as that term is defined in the partnership 
agreement.  The General Partner subsequently notified CenturyTel in accordance with the 
partnership agreement that the partnership interest held by Pac Tel Cellular prior to the 
transfer of CenturyTel Wireless to Alltell was terminated as of January 28, 2003, one hundred 
eighty (180) days after the effective date of CenturyTel’s transfer of CenturyTel Wireless to 
Alltell.  A final distribution of the Pac Tel Cellular’s capital balance as of January 28, 2003 
was made to CenturyTel by the General Partner during 2003, in accordance with the terms of 
the partnership agreement.

In February 2004, the two remaining partners in the Partnership were served with a lawsuit 
commenced by Pac Tel Cellular.  Pac Tel Cellular alleged that the General Partner had 
wrongfully terminated Pac Tel Cellular’s limited partner interest in the Partnership.  The 
General Partner believed that it acted in accordance with the partnership agreement with 
respect to the 8.472% interest in the partnership formerly held by Pac Tel Cellular, and
defended the lawsuit accordingly.  

REDACTED
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EASTERN SUB-RSA LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS

December 31, 2009 and 2008
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NOTE 1 - ORGANIZATION (Continued)

On November 7, 2006, the Court entered an order granting Pac Tel Cellular’s motion for 
partial summary judgment and denying the Partnership’s motion for summary judgment.  The 
Court held that the Partnership breached the Eastern Sub-RSA Limited Partnership 
Agreement when it terminated Pac Tel Cellular as a limited partner in the Partnership.  The 
Court ruled that upon entry of a final judgment in the litigation, Pac Tel Cellular would be 
entitled to all partnership rights under the Partnership agreement retroactive to January 28,
2003, the date as of which the Partnership deemed Pac Tel Cellular’s partnership interest to be 
terminated.  

In April 2009, the Partnership and Pac Tel Cellular reached an agreement as a result of the 
Court's decision in which Pac Tel Cellular was reinstated as a limited partner in the 
Partnership and was therefore entitled to its pro rata share of distributions, compensation 
and/or other remunerations which were received by the other parties in the Partnership 
retroactive to January 28, 2003.  As a result of this agreement, the previously issued 2008
financial statements were restated to include Pac Tel Cellular as a Limited Partner.

In January 2009, Verizon Wireless (“Verizon”) acquired ownership of Pac Tel Cellular and in 
June 2009 Inland Cellular, by legal counsel, sent a letter to Pac Tel Cellular alleging that Pac 
Tel Cellular was in breach of the Partnership Agreement as result of Verizon’s operations in 
the Partnership’s operating market.

In order to avoid the cost, inconvenience, and uncertainty involved in the prosecuting and 
defending the appeal and any further litigation in the lawsuit that may follow the appeal, Pac 
Tel Cellular, Verizon, the General Partner and the Partnership have agreed on the terms of a
Settlement Agreement and Mutual Release of Claims in February 2010.  Under the terms of 
the agreement Pac Tel Cellular’s interest in the Partnership is terminated retroactive to 
January 28, 2003.  Pac Tel Cellular shall retain all sums paid to it by the Partnership in 2009 
in the amount of $94,892 plus an additional settlement amount of $191,952 paid by the 
Partnership in February 2010.  As a result of this agreement, the 2008 financial statements 
have been restated to remove Pac Tel Cellular as a Limited Partner and record the amounts 
due to Pac Tel Cellular as a current liability (see Note 3).  The lawsuit and appeal have been 
terminated as a result of the Settlement Agreement and Mutual Release of Claims.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash
For purposes of the statements of cash flows, the Partnership considers cash to be cash on 
hand, in checking accounts, in money market accounts, and in certificates of deposits with a 
maturity date of three months or less.

REDACTED

REDACTED
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EASTERN SUB-RSA LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS

December 31, 2009 and 2008
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accounts Receivable
Accounts receivable are recorded when invoices are issued and are presented in the balance 
sheets net of the allowance for doubtful accounts.  Accounts receivable are written off when 
they are determined to be uncollectible.  The allowance for doubtful accounts is estimated 
based on the Partnership’s historical losses, the existing economic conditions in the cellular 
telecommunications industry, and the financial stability of its customers. Service interruption 
is the primary vehicle for controlling losses.  At December 31, 2009, approximately 12% of 
accounts receivable are ninety days or more over due from the date invoices were first issued.

Inventories
Inventories consist of cellular telephone equipment that is purchased by the Partnership 
primarily for sale to customers and are reported at the lower of cost (first-in, first-out method) 
or market.  Cellular telephones are frequently sold to new customers for less than cost with 
the resulting losses shown as marketing expense as it represents the cost of acquiring new 
customers.  Such costs are recovered through cellular telephone service revenues.

Cellular Plant and Depreciation
The Partnership's cellular plant is stated at cost, including interest incurred during the 
construction period.  Depreciation is computed on the straight-line method based on estimated 
economic useful lives of the assets, ranging from 3 to 15 years.

Advertising Costs
Costs incurred for advertising are expensed as incurred.  Advertising expense was $278,339
and $253,469 for the years ended December 31, 2009 and 2008, respectively.

Interest Expense
Interest is charged to the Partnership for funds advanced by the General Partner and an 
affiliate.  Total interest incurred for the years ended December 31, 2009 and 2008 was 
$103,452 and $147,398, respectively.

Major Customers and Revenues
Revenues received by the Partnership include primarily access and roaming cellular 
telecommunication revenues.  Roaming revenues, which currently represent a major portion 
of the Partnership's operating revenues, are derived from the provision of cellular access 
services which are concentrated with a limited number of cellular telecommunication 
providers and their customers, through negotiated roaming agreements.  Termination or 
renegotiation of the roaming agreements could have a material adverse effect on the results of 
operations.

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

REDACTED
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EASTERN SUB-RSA LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS

December 31, 2009 and 2008
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes
Under provisions of the Internal Revenue Code, the partners include their respective share of 
partnership income or loss in their tax returns.  Accordingly, no provision for income taxes 
has been made in the accompanying financial statements.

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported 
amounts 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 financial statements.

Reclassifications
Certain reclassifications have been made to the previously issued 2008 financial statement in 
order to make them comparable with the 2009 financial statements.

Subsequent Events
The management of the Partnership evaluated for subsequent events through April 2, 2010 the 
date the financial statements were issued. No subsequent events were noted except as 
described in Note 1.

NOTE 3 - PRIOR PERIOD ADJUSTMENT

Partners' Capital has been restated to remove Pac Tel Cellular as a limited partner in the 
Partnership and remove a payable to Pac Tel Cellular to reflect distributions received in 2003 
by the remaining partners which were due to Pac Tel Cellular.

Details of the prior period adjustments of due from limited partner, due to former partner and 
due from general partner and affiliates at January 1, 2008 are as follows:

Due to
General

Due from Due to Partner
Limited Former and
Partner Partner Affiliates 

Balance at January 1, 2008, as previously
reported $  29,917 $ 65,090 $ 1,851,687

Settlement agreement with Pacific Telecom 
Cellular of Washington, Inc. (29,917) 221,754 35,173

Balance at January 1, 2008, as restated $             $ 286,844 $ 1,886,860

REDACTED

REDACTED
CONFIDENTIAL PER WAC 480-07-160



EASTERN SUB-RSA LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS

December 31, 2009 and 2008
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NOTE 3 - PRIOR PERIOD ADJUSTMENT (Continued)

Details of the prior period adjustment to Partners' Capital at January 1, 2008 are as follows:

Pacific
Inland    Telecom   

Cellular Pioneer    Cellular of Total
Telephone Telephone Washington, Partners’
Company Company Inc.        Capital    

Balance at January 1, 2008,
as previously reported $ 1,752,770 $ 1,490,858 $ 300,230 $ 3,543,858

Settlement agreement with
Pacific Telecom Cellular
of Washington, Inc.     7,224 6,162 $ (300,230) (286,844)

Balance at January 1, 2008,
as restated $ 1,759,994 $ 1,497,020 $               $ 3,257,014

Net loss for the year ending December 31, 2008 has been restated to remove the accrual of 
interest due to Pac Tel Cellular reported on the previously issued 2008 financial statements.  
Interest expense has been reduced by $39,007 for the year ending December 31, 2008.

NOTE 4 - CONCENTRATION OF CREDIT RISK

The Partnership maintains cash balances at various financial institutions in eastern 
Washington. Accounts at each of the financial institutions are insured by the Federal Deposit 
Insurance Corporation (FDIC) with basic coverage up to $250,000 until December 31, 2013.
The Partnership’s non-interest bearing accounts have unlimited FDIC deposit insurance 
through June 30, 2010.  At December 31, 2009, the Partnership’s cash balances did not 
exceed FDIC insured amounts.

The Partnership has an account with a broker-dealer with investments in a cash/money 
account.  Securities held at such institutions are each insured by the Securities Investor 
Protection Corporation up to $500,000 for brokerage accounts, of which $100,000 of the total 
available applies to any cash claims.

The Partnership’s accounts receivable are subject to potential credit risk as they are 
unsecured.

REDACTED

REDACTED
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EASTERN SUB-RSA LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS

December 31, 2009 and 2008
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NOTE 5 - RELATED-PARTY TRANSACTIONS

Inland Cellular Telephone Company is the General Partner of Eastern Sub-RSA Limited 
Partnership and Washington RSA No. 8 Limited Partnership.

All transactions of the Partnership are administered by the General Partner on behalf of the 
Partnership.

Inland Telephone Company is affiliated with the General Partner through common ownership 
and provides administrative services, work on cellular sites and switching locations and 
advances to the Partnership.

Western Elite Incorporated Services is affiliated with the General Partner through common 
ownership and provides space rent to the Partnership.

The Company had the following related party transactions during the years ended 
December 31:

2009 2008

Inland Cellular Telephone Company

Interest on advances $ 63,095 $   52,199

Washington RSA No. 8 Limited Partnership

Space rental and operating expenses charged
to the Partnership $ 546,791 $ 451,771

Inland Telephone Company

Administrative services and work on cellular sites
and switching locations charged to the Partnership $ 843,382 $ 877,605

Interest on advances $ 40,357 $   56,192

Western Elite Incorporated Services
Cell site rental charged to the Partnership $ 2,500 $     2,500

REDACTED
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EASTERN SUB-RSA LIMITED PARTNERSHIP

NOTES TO FINANCIAL STATEMENTS

December 31, 2009 and 2008
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NOTE 6 - LEASE COMMITMENTS 

Under the terms of the lease agreements which expire from 2011 through 2039, future 
minimum payments for the next five years are as follows:

Related
Parties Others Total

2010 $   89,500 $ 65,861 $ 155,361
2011 89,500 66,143 155,643
2012 89,500 63,434 152,934
2013 89,500 63,734 153,234
2014 89,500 52,577 142,077

$ 447,500 $ 311,749 $ 759,249

Some of the leases contain five year renewal options.  Lease expense was $163,675 and 
$165,007 for the years ended December 31, 2009 and 2008, respectively.

The leases to related parties are for switch and office space rental from Washington RSA No. 
8 Limited Partnership and cell site rental from Western Elite Incorporated Services.

REDACTED
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