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432022
<010> StudyArea Code

S.A],INA.SPAVINAW TEL
<015> StudyArea Name

<020> Prosram Year 20L4

<030> Contact Name: Person USAC should contact
with questions about this data

Scott' Boone ocT 2 5 2013

<035> Contact Telephone Number:
Number ot the person identilied in data line <030>

918-496-8165 FCC Mail Room

<039> Contact Email Address:
Email of the person identitied in data line <030>

<200> Outage Reporting (voice)

<210> I I l<- check box if no outages to report

<330>

<400>

<410>

<420>

<100> Service quality lmprovement Reporting

<300> Unfulfilled Service Requests (voice)

<310> Detail on Attempts (voice)

<320> Unfulfilled Service Requests (broadband)

Detail on Attempts (broadband)

Number of Complaints per 1,000 customers (voice)

0

432022ok31O

(co m p lete dtteh ed wo tksh et )

( co m pbte ottoch ed w o rkheet )

(ott dch d a cript iv e docu me nt )

( ottoch d $ctipt iv e d ocument )

(chqk box when complete)

-ilffi

-

L,_!_I_____{_--J

=ffiri.-II/-'
Fixed

Mobile

0.0

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

<4y',O>

<450> Mobile

<500> Service Quality Standards & Consumer Protection Rules Compliance
<510> 432o22oks1o

<600> Functionality in Emergency Situations
<610> 432o22ok6lo

<700> Company Price Offerings (voice)

<710> Company Price Offerings (broadband)

<80O> Operating Companies and Affiliates \ .A.
<900> Tribal Land Offerings (Y/N)? (9, (J
<1000> Voice Services Rate Comparability
<1010>

<1100> Terrestrial Backhaul (Y/N)? O O
<1110>

<1200> Terms and Condition for Lifeline Customers

(ch%k to ihdicdte ceftifkotion)

( attdched d 6 cripttue docu me nt )

( chek to in dicqte ce df kotion )

( ottoch ed d d cripttu e docu me nt)

(co m p lete ottehed wo ttJh eet )

(co mp lete oft och ed wo *sh eet )

(co nplete ottach ed wo *sh eet)

( il y4, complete ottdched worksh eet)

(ch$k to indicote cettfkotion)

( ottdch d dctipt iv e docu ment )

(tf not, check to indicde cettflcdtioh)

(co mp lete ott@h ed wo rkh eet)

( co mp lete ott@hed w o *sh eet)

<2000>

<2005>

<3000>

<3005>

Price Cap Carriers, Proceed to
lncluding Rote-of-Return Carriers affiliated with Price Cop Loml Exchange Carriers

( ch * k to tn di cdte ce rtif ication )

( comp lete ottoch ed w o rkshet )

Rate of Return Carriers, Proceed to ROR Additional Documentation Worksheet
( ch ek to in dicde ce ft tr lcotio h )

( co m plete ott@h ed wo rksh eet )

No. of Copies ,"r'O- L 
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432022
<010> Study Area Code

<015> StudyArea Name SAIINA-SPAVrNAW TEL

<020> Program Year 2014

<O3O> Contact Name - Person USAC should contact regardinsthis data scott Boone

<035> contactTelephoneNumber-NumberofDersonidentifiedindataline<o3o> 918-496-8155

<039> Contact Email Address - Email Address of oerson identified in data line <030> sboone@ssEelco ' com

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

Certification of Officer as to the Accurary ofthe Data Reported for the Annual Reportlng for CAF or U Rccipierrts

ertify th.t I am an officsr ofths reporting canb6 my responsibilities include ensudntthe accuracl ofthe annual raportinS roquiremems for univenal seruice support
?clpiamsi an4 tothc boit ol ny knowledge, the infomation rcported on this form and in any attschments b aeurate,

{ameof ReDortinccarrier: sArrNA-sPAvrNA}l rEL

iiqnatureofAuthorizedofficer: CERTTFTED oNLTNE Date ro / 04/ 2ot3

,rinted name ofAuthorized officer: scott Boone

ntle or oosition ofAuthorized officer: CFo

leleohone number of Authorized offi cer' 918 - 4 96 - 81 55

itudv Area code of Reportins carrier: 432022
FilinE Due Date for this form: !0 /!s / 20L3

underTitle 18 0fthe united states code, 18 u.5.c. 5 1001.

10104t2013 Page 12



Page 13

432022<010> Study Area Code

<015> Study Area Name SAI.INA.SPAVINAW TEIJ

<020> Program Year 2074

<03D @ntact Name - Person USAC should contact reEaadim this data scotE Boone

1q95U CgrtlctTelephoneNumber-Numberofpersonidentifiedindataline<O3O> 918-496-8166

<039> Cortact Email Address - Email Address of pereon identified in data line <O3o> sboone@satelco. com

Certifrcation of officer to Authorize en Agent to File Annual Reports for CAF or Ll Recipients on Behalf of Reporting Carrier

cerufy that (Name of is autidlzed to submit the intormation iepoTted on behalf ofthe reporting carier.
lso ctrtry that I am an officer of the repa6ng carrier; my respomlbllldea lncluds ensuring the accurey o, the annual data reporting requlremtrts provlded to ths authoilzed
gent; and, to the best of my knowledge, the reporb drd data provldcd to the authorized agflt ls accur*e.

,lame of Authorized Acent:

,lame of Reporting Carrier:

iignature of Authorized Offl cer: Date:
)rinted name of Authorized Officer;

fitle or position ot Authorized officer:

felephone number of Authorized Officr:

;tudy Area Code of Reporting Carrier: Filim Due Date forthis fom:
PeEonswillfullymakihgfalsesatementsonthisfomcnbepunishedbyfineorfo.feitureundertheCommunlcatlonsAdof 1934,47U.S.C.55502,503(b),orflneorimprisonment

underTitle 18 ofthe Untted States Code, 18 U.S.C. 5 1001.

TO BE COMPTETED BY THE REPORT]NG CARRIER, IF AN AGENT IS FITING ANNUAT REPORTS ON THE CARRIER'S BEHALF:

TO BE COMPTETED BYTHE AUTHORIZED AGENT:

Certificatlon of AEent Authorized to File Annual Reports for CAF or Ll Recipients on Behalf of Reporting Carrier

he data reptrted hereln based on data provlded by the reporting carlefi an4 to the best ofmy knwledge, the information reported hereln is accurate,

{ame of Reportins Carrier:

,lame of Authorized Agent or Employee of Agent:

;ignature of Authorized Agent or Employee of Agent: Date:

,rinted name of Authorized Agent or Emplovee of AEent:

itle or of Authorized Arent or EmDlovee of Asent

elephone number of Authorized Asent or Emolovee of Asent:

;tudy Area Code of Reporting carrier: Filinc Due Date for this form:

18 ofthe United States Code,18 U.S.C.5 1001.

10to4t20't3

Page 13



Attachments
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Salina Spavinaw Telephone Go., lnc.
sA 4320.22

Unfulfilled Service Requests(Voice)

Salina Spavinaw Telephone Go., lnc. has and still fulfills
each request for voice service. We have never had
unfulfilled requests for voice service in our territory. ln the
past, with the support of universal sewice funds, our
obligation has been to fulfill each of the requests, which we
did accomplish.



Service Quality Gertification

Salina Spavinaw Telephone Go., lnc.
sA 432022

Salina Spavinaw Telephone Go., Inc. has always maintained
the highest level of quality possible. From installation to
follow-up with the subscriberr w€ have continued to supply
serwice above the levels the Oklahoma Gorporation
Gommission and FGG have required for both technical
serwice and consumer service. The company enforces the
GPNI rules and provide consumer protection and service at
the highest levels, supported by the data of no complaints
filed with the Oktahoma Gorporation Gommission in the 2012
calendar year. It abides by the standards established by the
Oklahoma Gorporation Gommission Telecommunication
rules under Ghapter 55.



Emergency Gertif ieation

Salina Spavinaw Telephone Go,, lnc.
sA 432022

Salina Spavinaw Telephone Go., lnc. has several items in
place in order to operate in emergency situations. All of our
switches and remotes can continue to operate within their
local calling scope if a situation has occurred outside of our
area. The switches all have battery backup and generators
to allow for functionality in times of emergencies. We have
seen this through tornadoes and ice storms. Most of our
facilities are underground, thus avoiding much of the storm
related issues. All of our billing data and eomputer
information is also backed up in at least 2 separate
locations. In addition to these precautions, all members of
management have a disaster recovery guide with all
relevant information in case of emergencies.



Salina Spavinaw Telephone Go., lnc.
432022

Tribal Government Engagement Obligation

Salina Spavinaw Telephone Go,, Inc. serves tribal lands in
the state of Oklahoma, There is no reservation land in the
seruing area. We do market in a culturally sensitive manner
due to the number of tribal members in our service area,
We also have one remote office on tribal land in which we
have an agreement with the tribe on a 99 year lease. The
tribal headquarters are not in our seruing area. We work
with the tribe in our normal capacity on any of their proiects
which may affect our facilities and the same is for them.
Overallr v€ry little contact actually takes place or is
neGessary.
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Ssttain Sa'chbtin r Gr}.

lndepe ndent Auditors' RePort

A.cosaiie* " Cr*slllii5 *irco 1951

The Board of Directors and $tockholders
Safina-Spivinaw Telephone Company, lnc. and $ubsidiaries
Salina. Oklahoma

We have audited the accompanying consolidated balance sheets of Salina'Spavinew
Teteohone Comoanv. Tni. afiO SudsioiirleJ ii ot June 30, 2012 and ?011, and the

1,.*t,#ffi i+ililimmltff Tfrt'J,?1f 'fl??;:;xll{i'1'11$3??i{'3xilFi'll€
fiffidffiii."bir rgsf,iili6ilitviiti, eiprJss-an opinion on these flnancial statements

based 0n our audits.

We conducted our audlts in accordance with auditing standards generally.accepte.d in

iil U;iGd siates br nmerii, Jnd t'e standards appt'[able to financial audits contained

in Goyern ment,q,iiiiiir6-srJroaroi,-iJiuei nv th'e' Comptroller G.eneral of the united
States. Those J6ffirddl*qri['thii we 

-plan 
and perform the audits to obtain

reasonable uurrolCi-;b;r;iiynetnei the financial -statements are free of material

inGiiiiemeni. er'' iroit-inctudei'ionsideration of internal control over financial

ffi;rtffi"Irt , bi'riJ toi odsiening luoii procedures tngl tt_"_,?qp9priate in the

circumstances, but n& idr the prirpoE* oi 
"ip,I,"iiing .an opinion qf, tld effectiveness of

tnei Companyi intemal contnil over financial reporting.. l999l9in-qly":^Y* express..no

"r"n 
ooifiionl nn-arjoii aGo inctuoes examining,'on a-test basis, evidence supporting

iil;';rffiiiti ,nd ;G;hilreJ in ine financial ltatements, assessing the accounting
prinCipt*s used and'Ji'UniniJnt estirnates made .Ey qrr.,.agenlPnl, as well as evaluating

ini'J[Jririt"iil"irt-siatement preientition. We belieie that our audits provide a

reasonable basis for our oPinion'

ln our opinion, the consolidated {inancial statements refened to above present fairly' in

iir matehar reipelti;tG cod;lioiieo nnancig! nggfrgn of. Qqlina-spgvinaw Tele.phone

comoanv. tnc. and-bliuliolariei as ot Juni 30,'2012 and 2p11., and the consslidated

#;iffiiinijii6.ranoni ino ttreiicbnioiioateo cash flows for thg ye3.rs. then ended in

fiig1miii wirn' ai,ciiuniing tinCipleJ gbn;ratly accepted in th6 United States of
America.

ln accordance with Government Auditing Sfandards, we have also issued our report

;;Gild;bei rs, eotz ;n ;"i Coniioerition of Salina-spavinaw Telephone Compgny'
rril. ino-Suuiidia'iies' internal controi over financial reporting and on our tests.of their

#ffi;;i" ;j'o*rer mitttirs. rne purpos" ui'tuiieport is to describe.the scop.e of

oilr testing of internal control over financial reporting and compljance ancl_me resulls oT

ir.,it t*liio?, ,nO not to pidriU* an opinion on ihe iniLrnal contiol oJqllilul_'c':l11ryfry
il1n" 

'ffiri.n;;:"Th,ii'id;;rtE 
J[ lniesiai pa* of an audit perrormed in accordance

*it['bfrr"[i'il'iit'aidiiig-$fa,;arrds inothould be considereiJ in assessing the results

of our audit.

5**dMq
October 15,2412

1

rilA,:tj; i!'ijrrtil lr:;t*:, ()l;7,:.,1,:i l:'ei 31*7{a]-66*1 lF*x 31S?4.f-1506 lem*ii -iirx's*ianclr;*.com i+.wr,i.slar:dcc.co:n
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SALINA.SPAVINAW TELEPHONE COMPANY, INC.
ANT} $UBSIDIARIES

I
t
I

A$$ET$

Current Assets:
Cash and cash equivalents
Temporary cash investments
Accounts receivable:

Due from customers, net
Unbilled tolI revenue
Other

Refundable income taxes
Materials and supplies
Prepaid expenses

Total Current Asset$

Noncurrent Assets:
lnvestments:

Nonregulated activities
Noncurrent securlties

Prepaid expenses
Other

Total Noncurrent Assets

Property, Plant, and Eguipment, at cost:
Telephone plant in service
Telephone plant under construction

Less accumulated dePreciation

Net Property, Plant, and EquiPment

42{86?-

1'l_,603,485

40,962
355,303
778,622

-,", 
21654

. 1,177,5*'

35,083,740

35,332,101

29,6190570

5,712,ry1

*u3dsg#e

$ Q14,025
6,730,091

20,889
41,130

793.555
g80,1ss
227.852

18.612

9.426,353

41,836

2.654

44,490

33,919,000
597,052

34,516,652

28,169,725

6,?4q,q27-

$ 15.817 .77A

884,204
9,130,264

23,684
3S,297

851,850
34,925

2'17,398

I
'i:

I
:'

I
::

I

I

I
I

:

I

I

I

I

I

I

I

I
The accompanying notes are an integral part of the consolidated financial statements.



LIABILITIES AND $TOCKHOLDER$' EQUITY

Current Liabilities:
Current maturities of long-term debt
Accounts payable - trade
Accounts payable - long distance carriers and access

service providers
Customer deposits
Accrued taxes - other
Other accrued liabilities

Total Current Liabilities

Deferred Tax Liability

Long-term Debt

Total Liabilities

$tockholders' Equity;
Cornmon stock, $100 par value; authorized 1,750
shares; issued and outstanding 1,25A shares

Additiona! paid-in capital
Retained earnings

Total $tockholders' Equity

274,253
130,S94

48,544
12,142
86,489

260,904
392,669

41,979
14,793
79,119

196,193190.782

742,903

1,574,993

.1",371,439*

- l,qq?,325

125,000
19,252

- 14,669,990

1!,9a4,232

985,654

375,179

'!,645.339

3,006,170

125,000
19,252

. 12,669,348

12,811 600

$ 18.493.557 $ 15.817_770



$ALINA.SPAVINAW TELEPHONE COMPANY, INC.
AND $UB$IDIARIES

Operating Revenue:
Regulated Activities:

Local service
Long distance and access service
Miscellaneous
Uncsllectible revenue

Nonregulated Activities:
lntemst
Customer premises
Long distance

Total 0perating Revenue

Qperating Expenses:
Regulaied Activities:

Plant specific
Plant nonspecific:

Deprecia{ion and amorlization
Network and other

Customer operations
Corporate operations
Operating tiaxes, other than incoms taxes

Nonregulated Activities:
lntemet
Customer premises
Long distance
Bentaland other

Total Operatlng Expon*es

Net 0perating lncome

OthEr lncome {Expense):
lntere$t lncome
Recovery of impairment of nonoperating investment
Other nonoperating expsnse
lnterest Expense

Total Other lncome (Expense)

Net lncome Before Taxes

lncome Tax Expense

Net lncome

Retained Earnings, beginning of year

Dividends

Retained Earnings, end of year

$ 1,162,490
4,775,0?g

177,X05

{27,584}-

,,629,950
t95,62g

" 
j266,231

- 8.1I!,15F.

2,086,953

1,850,473
502,008
429,6S8

1,2gg,o5l
166,865

1,031,012
237,402
287,661

15,466

7,90s,479

- 27]rt79

39,112
4,040,000
(160,373)
(90,16t)

3,928,579

4,100,157

{1,507,525}

2,592,632

12,669,348

{600,000},

_il4es8gg_

$ 1,225,301
4,970,159

193,465

{27,927}

1,489,247
193,569
799,s21

... .8,.343,7q5,"

1,817,904

1,631,890
52S,611
457,898

1,384,538
170,190

1,012,527
284,029
339,448

. 58,:19:l

",_ 7,q19,€{

665,33CI

64,915

(271,107\
(102,557)

(30q,Qgel

356,521

{54,855)

301,666

12,966,682

"" (600,000)

_sJz.eeg,pgg_

The accompanying notes are an integral part of the consolidatod financial statements.
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SALINA.SPAVINAUI' TELEPHONE COMPANY, INC.
AND SUBSIDIARIES

I

I

I

I

I

I

Cash Flsws Frorn Operating Activities:
Net income
Adjustments to reconcile net income to net cash

provided by operating activities:
Depreciation and amortization
Gain on disposalof property, plant and equipment
Defened income taxes
lncrease in accounts receivable
(lncrease) decrease in materials and supplies,

prepaid expen$es and other assets
Change in refundable income taxes and income

taxas payable
lncrease (decrease) in accounts payable, accrued
expenses, and customer deposits

Net Cash Provided by Operating Activities

Ca*h Flows From lnvesting Activities:
Expansion and replacement of property,

plant, and equipment
Proceeds from disposal of property, plant and equipment
Purchases of investment securities
Proceeds from maturity of investment securities
Additions to nonregulated assets

Net Cash Used in lnvesting Activities

Caeh Flows From Financing Activitias:
Principal payments on long{erm debt
Dividends paid

Net Cash Used in Financing Activities

$ 2,592,632

1,916,547
(38,827)

1,199,805

{56,257}

(1,174,4191

945,274

. (2116,100)

5,128,655

(r,218,077'
38,827

(3,796,959)
1,041,483

{p5,2"09}"

{3,.997,926}

(260,550)
(600,900).

(860,5S0)

$ 301,666

1,S91 ,698
(64,046i
400,667

(282,988)

26,467

(1,149,220)

214,543

138,787

(2,606,030)
64,046

(2,060,407)
4,235,553

. (7#.38I

(44q,979)

(248,283'
(q00,000)

{848,283)

The accompanying notes are an integral pad of the consolidated financial statements.



Years Ended June 34, 2012 2011

lncrease {Decrease} in Cash and Cash Equivalents

Cash and Cash Equivalents, beginning of year

Cash and Cash Equivalents, end of year

lnterest paid

lncome taxes paid, net of refunds received

lncome taxes refunded, net of amounts paid

$ 270,179

614,AUi

l*_q84Jg4_

$ t150,472)

764,497

$ 614.025

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES

$ 90,161 $ 102,557

$ 847,938

$

$

$ 637,554



SALINA.SPAVINAW TELEPHONE COMPANY, INC.
AND SUBSIBIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS E}IDED JUNE 30,2A12 AND 2011

1. SUMMARY OF SISNIT$ANT ACqO.qNTHq,PPLICIE$

Principles of Consolidation and Description of Eusiness: The accompanying
consolidated financial statements include the accounts of Salina-spavinaw Telephone
Company, lnc., and its wholly-owned subsidiaries, collectively refened to as the
Company:

Sal-Spav Leasing, lnc. ("Leasing")
Sky Signal Wireless TV, lnc. ('$ky Signal")
S$T Long Distance, lnc. ("Long Distance")
SST Solutions, lnc. ("Solutions")

The Company operates a general telephone business in Salina, Oklahoma with
exchanges in Northeastern Oklahoma. Leasing's primary activity involves the leasing of
vehicles to the Comparry. Sky Signal was created in ordei to operate a wirelbss
television network in the $tate of Oklahoma. Long Distance is a re-seller of long-distance
services. Solutions was formed to handle inteinet protocol television. lntercompany
transactions and balances have been eliminated in consolidation. During the fiscal years
ended June 30, 2012 and 2011, Sky Signal and Solutions were primaiily dormani with
little to no operational activity.

General: The Company maintains its accounts in accordance with Part 32 of the
Uniform System of Accounts prescribed by the Federal Oomrnunications Commission
('FCC") and adopted by the Oklahoma Corporation Commission and the Rural Utilities
Service ('RU$'). The consolidated financial statements have been prepared in
conformity with accounting principles generally accepted in the United States of America,
which are consistent in all materialrespects with the accounting prescribed by the FCC.

Cash and Cash Equivalents: For purposes of the statement of cash flows, cash
gquiyalents include working funds and exclude the money market funds in the amount of
$6,371 ,445 and $3,334,414 at June 30, 2A12 and 2011,-respectively, which are held for
investment purposes.

The Company and its subsidiaries maintain cash balances at several banks. Accounts at
each institution are insured by the Federal Deposit lnsurance Corporation up to
$250,000.

Accounts Receivable and Credit Policies: Accounts receivable consist of amounts
due from subscribers, including local senrice, toll, taxes and applicable fees. The
Company also bills and collects fees for non-regulated services. Acbounts receivable are
uncollqleralized (however, certain customers aie required to have a deposit) and due on
the 15'' of the month. A late fee of 10% is assessed if the receivable has not been paid
by the 1Sth. Accounts receivable are stated at the amount billed. The carrying ambunt
of accounts receivable is reduced by a valuation allowance which reflects minagernent's
best estimate of amounts that will not be collected.



SALINA-SPAVINAW TELEPHONE COMPANY, INC.
AND SUBSIDIARIES

NOTES TO CON$OLIDATED FINANCIAL STATEMENTS
YEAR$ ENDED JUNE 30.2012 AND 2011

lnvestments: Temporary cash investments consist of money market funds and
certificates of deposit maturing within one year and are canied at amorlized cost which
approximates fair value. Noncunent securities consist of certificates of deposit maturing
between one and two years and are carried at amortized cost, which approximates fair
value.

Nonregulated Activities: Nonregulated activities consist of the Company's investment
in nonregulated assets. The nonregulated assets consist primarily of customer premises
equipmeht. Depreciation is provided by the straight-line method over the estimated
useful lives of the related assets. Repairs and maintenance are charged to expense a$
incurred, whereas major improvements are capitalized. Depreciation expense charged to
nonregulated operations was approximately $66,000 in 2012 and $61 ,000 in 2411.

Materials and Supplies:
construction of telephone
for resale, and is stated
method, or market.

Malerials and supplies consists of inventory used in the
plant in service and nonregulated materials and supplies held
at the lower of cost, as determined using the average cost

Property, Plant, and Equlpment: Property, plant and equipment is carried at historical
cost. Depreciation is provided by the straight-line method over the estimated useful lives
of the related assels. Expendifures for repairs and maintenance are charged to expense
as incurred, whereas major improvements are capitalized. Depreciation expense on
telephone plant in seruice was $1,850,473 in 2012 and $1 ,631 ,080 in 2011.

Recognition of Local $ervice Revenue: Local service revenue includes customer
chargee for monthly localtelephone service and calling features, Revenues are recorded
in the month the service is provided.

Recognition of Long Distance and Access $ervice Revenue: Access service
revenue includes interstate customer end user charges, interstate and intrastate charges
assessed to long distance caniers for using the Companys facilities for their long
distance communications, interstate settlements under jurisdictional reporting
requirements with the National Exchange Carriers Association, and settlements from the
Federal Universal Seryice Fund. This revenue is recognized as earned

Oklahoma has a full access environment for intrastate toll. The Oklahoma High Cost
Fund assists the Company and other participants in high cost areas to maintain their rate
of return on plant investrnent. Long distance revenue consists prirnarily of settlements
from the Oklahoma High Cost Fund. Revenues are recorded in the month the service is
provided.



SALINA-SPAVINAW TELEPHONE COMPANY, INC.
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS €NDED JUNE 30, 2012 AND 2011

Recognition of Miscellaneous Revenue: Miscellaneous revenue consists prlmarily.of
fees received from long distance carriers for billing and collection services performed by
the Company and directory revenue, and is recognized as earned.

lncome Taxes: The Company and its subsidiaries file a consolidated income tax retum"
Federal and state income taxes relating to Company operations are recorded as an
expense in the current period.

lncome taxes are provided for the tax effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes arising from temporary
differences between income for financial reporting and income tax purposes. Temporary
differences giving rise to defered tax assets and liabilities consist primarily o! the exce$s
of the basis of property, plant and equipment and other assets for financlal reporting
purposes over the tax basis of those assets, basis differences in various investments,
capital loss canyforwards for income tax purposes and other nondeductible accruals and
reserves.

Accounting for Uncertain Tax Positions: ASC Topic 740, lncome laxes, addresses
the financial statement recognition, measurement and disclosure of uncertain tax
positions, and requires an entity to recognize the financial statement impact of a tax
position when it is more likely than not that the position will be suslained ypgn
examination. lf the tax position meets the more-likely-than-not recognition threshold, the
tax effect is recognized at the largest amount of the benefit that is greater than 50% likely
of being realized upon ultimate settlement. Any difference between the tax position taken
in the fax retum and the tax position recognized in the financial statements using the
criteria above results in the recognition of a liability in the financial statements for the
unrecognized beneflt. Similarly, [f a tax position fails to meet the more-likely-than-not
recognition threshold, the benefit taken in the tax return will also result in the recognition
of a iiability in the financial statements for the full amount of the unrecognized benefit.

There were no liabilities recorded for uncertain tax positions as of June 30, 2012 and
2011. The Company is subject to routine audits by taxing jurisdictionsl however, there are
currently no audits for any tax periods in process. The Company believes it is no longer
subject to income tax examinations for years prior to 2008.

Use of Estimates: The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounis of assets and
Iiabilities 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 could differ from those estimates.



SALINA.SPAVINAW TELEPHONE COMPANY, INC.
AND SUBSIDIARIE$

NOTES TO CONSOUNATED FINANCIAL STATEMENTS
YEAR$ ENDED JUNE 3A.2012 AND 201,I

Reclassifications: Oertain reclassificalions have been made in the 2011 financial
statements to confirm to the classifications used in 2Afi. The reclassifications relate to
the classification of operating revenues and expenses and have no effect on net income.

Subsequent Events: Subsequent events have been evaluated through October 15,
2A12, which is the date the financial statements were available to be issued.

2. Agcoul{rs tsEcETvAFLF :ortrHB

Accounts receivable ' other consists of the following:

Amounts due from long distance caniers and access
service pools

Special project receivable
lnterest receivable
Other

rNVE$TMENTS

lnvestments consist of temporary cash investments
securities, as follows:

Temporary cash investments
Money market funds
U.S. Treasury securities
Certificates of deposit

Noncunent certificates of deposit

and noncurrent held{o-maturity

2012 2011

$6,371,445 $3,334,414- 300,000
.2,758.819 p.p95.677

9,130,264 6,730,09't

" 
355.303

SgrtllS"SSZ sgJru.agl

2A',l?

$617,748
225,283

s,749
2,A70

sfl5J*050

2411

$368,865
375,592

10,790
38.308

$rgsJss

3.



$ALINA-$PAVINAW TELEPHONE COMPANY, INC.
AND $UBSIDIARIE$

4. INVE$TMENT$ tN NOHBTpULATET) AqrrvtTEs

lnvestments in nonregulated activities consist of the foilowing:

Customer premises equipment, net of accumulated
depreciation of $1,015,809 in ZQ1Z and $953,390 in 2011.

Sky Signal Wireless TV, lnc. - cellsite land and equipment

LONG-TERM PFFT

Long-term debt consists of the following:

570 notes payable to RUS, due in monthly
installments of approximately $29,000 iniluding
interest, with final installmenis due through
November 2Q17.

Less current maturities

w12 2A11, .._

$ 7,120 $ 8,312

"33!fi43 :t5.fi24

$"J0,.s62 gJJe

2012: ",.- ,. ,. 2A,,1

$'1,645,692 $1,906,242

274,25:{. -. 260.904

$13fl.#U $J.-04ffi3e

Substantially all assets are pledged as collateral for the long-term debt due to the RUS.

Maturities of long*term debt are a$ follows:

YPaI Ended June 30.
2013
2AM
2015
2016
2417

Thereafter

Amount$-mm
298,294
303,033
318,537
334,834
1?6.751

$1.645.692

'i

il

il
a

il

il

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED JUNE 30,2O12AND 2011
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENNED JUNE 30,2A12 AND 201'I

The long{erm debt agreements with RU$ contain restrictions on dividends to
ii6imotri'eis, reCemptioris of capital stock, and investments in subsidiaries and affiliates.
The restrictions are ielated in general to the eompany's nqtworth, earnings and assets,
as defined in the debt agreements. At June 30, 2012, there was.approximateiy
$i,f OA,ooO avaitinte ior OiiiUends, redemptions of common stock, and investments in

subsidiaries and affiliates,

6. REVENUE SETTU:"['IE$TADJUSTMENT$

The Company records revenue related to its participation in the..Oklahoma High Cost
funO and tlie National Exchange Caniers' Asso'ciation. Adjustments are made
periodically, ttrereUy increasing 5r decreasing the related revenue accounts' ln
SicJrOini'ej witt'r lniustry stanri'ards, such adjtistments are recorded in the period in
which the Company is notified of the amounts. Adjustments relating to .prior perlods

conititute chandes in accounting estimates and resulted in a net decrease in revenue of
approximate$ $EZ,O00 and $104,000 in 2012 and 2011, respeciively.

SALINA-$PAVINAW TELEPHONE COMPANY, INg.
AND SUBSIDIARIE$

7. rNc0luE.T"sxEs

The net deferred tax liability (aeset) in the accompanying consolidated balance sheets
includes the following components:

?;012 2011

Deferred tax liabilities:
Property, plant and equiPment
Prepaid expenses
Other

Deferred tax assets:
Capital loss carryforward
0ther

Net deferred tax liabilitY

Current expen$e (benefit)
Deferred benefit

lncome tax expense in the accompanying consolidated statements of incame consists of
the following:

$1,155,295
452,360

1,8S5

{34,507}

$L574-98-t

_ 2012

$ 307,720
_1,199.805

slsg?-szs

$1,137,5?8-

(719,492)
(42,e08)

s s75.178

201_1

$(345,812)
400.667

$ 54.855



SALINA.$PAVINAW TELEPHONE COMPANY, INC.
ANt} $UBSIDIARIE$

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED JUNE 30,2A12 AND 2011

8. LEASING ARRANGEMENTS

The Company leases its office space under an operating lease expiring in April 2A17.
Rental expense charged to operations amounted to approximately $45,000 during 2CI12
and 2011, respectively. Approximate minimum future rental 

' 
payments under this

noncancellable operating lease are as follows:

Year Ended June 30.
2013
2Q14
2015
2016
2417

Amount

45,216
45,452
46,629

_ 38,858

$221.371

e. BEIIREMENT PLAN

The Company has adopted for its employees, the retirement program of the National
Telephone Cooperativc Association (.NTCA") and its member'sysIems. The plan is a
defined contribution 401(k) plan and covers substantially all emi:loyees who fieet age
and length of service requirements. Contributions to the i:lan are'maOe Uy the Company
and are,equa.l to 15% of eligible employee compensation" During 2012 and 2A11-,
contributions by the Company to the NTCA plan were approximafely $304,000 and
$284,000, respectively.

10. RI$KS AND UNCERTAINTIE$

ln November 2011, the FCC released the "USF/ICC Transformatlon Order and Further
Notice of Proposed Rulemaking' (collectively the "Order"), with the stated objective of
reforming and modemizing the universal service and intercirrier compensation systems.

fg.-{gtq, numerous petitions for reconsideration of certain aspects of the Order and
FNPRM have been filed by certain affected companies and teleiommunications industry
organizations, and there are also certain court challenges to the Order and FNPRM. ln
addition, in F_ebruary 2012, the FCC issued a further brder to revise and clarify certain
rules of the Order, and to modify certain requirernents of the Order. This furttier order
also stated that the above mentioned petitions for reconsideration are pending before the
FCC and will be addressed by the FCC.

The final resolution of the above-mentioned petitions for reconsideration and their effeci
on the ultirnate provisions of the Order is unknown at this time. As a result, the effect of
the Order on the Company's intercarrier revenues and universal service revenues is not
known at this time.

****!&**.*
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SALINA.SPAVINAW TELEPHONE COMPANY' INC.

AND SUBSIDIARIES
NOTES TO CON$OLIDATED FINANCIAL STATEMENTS
YEARS ENDED JUNE 30,2A12 AND 2011

11.

The Company services various local telepfrory elch.ang.q in Northeastern Oklahoma.
Til; fimpiny ii sutjiect to rate-regulatiori byLhe Federil Communications Commission
ind t[re o'glarroma 

-C6rporation 
iorimission.'The telecommunications industry is moving

ini; , competitive environment with new competitors_and required restructuring ol
ievenue frorir accesJ.t argui anO support mechahisms. The subject is.controversial and

olniCutt to iesolve. Ttreiifiie, at ttris time, the impact of such chahges both from Federal

and State Commissions cannot be determined.

The Company is also subject to audits frorn federal and state oversight 9rga1t119ti911
nJCause of itl participation in certail high cost funding mechanitnlg. ,At this time, the
bompiny-d;s noi expect any such a[dits to have h materlal effect on its financial
statements.

C0NCEI{TRATIONS

Approximately g844,000 gI l07o gf op-erating revenues in 2012 and $1,013,000 or 12o/o of
oiiratinq revenues'in 2011, derive'from r6gulatory sources, including reimbursements
ir[*]i,jre-oeiar universai service Fund and''the oidahoma High Cost-Fund (included in

long distance and access service revenue).

ln 2008, the Company purchased for $4,140,000, 6,900 shares of Series B preferred

;t"c[;"'a Uivetopmint-siage enterprise oiganize{ to pro.yide wireless teJephone services
in multipie states. Becaus6 ol changing economic conditions and insufficient resources
ici medi it*-6diigationi, inis develop-mdnt-stage enterprise flhd ehapter 11 bankruptcy
inO wai tne tirdetof vbrious lawsuils and claiins. As b resu[, $e Comp9ny recqldg-{ a1
impairment bsiof this nonoperating investment of $2,578,000, net of income taxes of

$1,562,000 in 2009.

Durins the vear ended June 30, 2CI12, as a result of lawsuits filed by the Company., the
Como-anv rbached several settlement agreements with various defendants associatecl
1l7ith fG fteveiopment stage enterprise in fhe amount of $a,0{9:000, reflected as-recovery
iii imbairment rji nonoper6ting inv'estment on the 2012 consolidated statement of income'

Of the settlernenl, $2,590,000 was received in cash during the year e-nded June 30,
iOf2, anl ine reriraining $t,450,000 was agreed to.be received in the fonn of prepaid

crediis for future servicei to be received frornone of the defendants.

The prepaid credits (of which approximately $420,000 are included in currenl prepaid

eip*[i*E]no gzig,o'0o in noncririent prepald FISeIFSS] are being amortized at a rate of
;i&;ied usage of i;ervices of approximaiely $35,000 per month until fully amortized in

th6 year ended June 30, 2015.
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The Board of Directors and $tockholders
$alina-lpavinaw Telephone Company, lnc, and $ubsidlaries
Salina, Oklahoma

INDEPENDENT AUDITORS' MANAGEMENT LETTER

We have audited the consolidated financial statements of Salina-$pavinaw Telephone
Company, lnc. and Subsidiaries forthe year ended June 30, 2012 and have issuld our
report thereon dated October 15,2012. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America, the standards
fPP[cable. to. fin?ncial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States, and ? CFR Part 17n, Policv on Audits of
Rural Utilities Service (RpS) Borrowers. Those standards require that-we plan and
perform the audit to obtain reasonable assurance about whether the'financial
statements are free of material misstatement.

ln planning and performing our audit of the consolidated financial statements of Salina*
$pavinaw Telephone Company, lnc. and Subsidiaries for the year ended June 30,
2412, we considered its internal control over financial reporting in order to determine
our auditing procedures for the purpose of expressing an opinion o,n the consolidated
flnancial statements and not to provide assurance on internal control over financial
reporting.

A deficiency in internal controlexists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and corr*ct misstatements on a timely basis.

A material weakness is a deficiency, or a combination of deficiencies, in internal control
such that there is a reasonable possibility that a material misstatement of the entity's
financial statements will not be prevented, or detected and corrected on a timely basii.

Our consideration of internal control over financial reporting was for the limited purpose
described above and would not necessarily identi$ all deficiencies in internal control
that might be significant deficiencies or material weaknesses, and therefore, there can
be no a$surance that all deficiencies, significant deficiencies, or material weaknesses
have been identified. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesse$, as defined above.

7 CFR Part 1773,33 requires comments on specific aspects of the internal control over
financial reporting, compliance with specific RU$ loan and security instrument
provisions, and other additional matters. We have grouped our comments accordingly.
ln addition to obtaining reasonable assurance about whether the financial statements
are free from material misstatements, at your request, we performed tests of specific
aspects of the internal control over financial reporting, of compliance with specific RUS
loan and security instrument provisions, and of additional matters. The specific aspects
of the internal control over financial reporting, compliance with specific RU$ loan and

]iiJt:l yt;ir,:a:tiAva l::iie{rJC l&l*a, {}{,;4114 iTe; g]s74*-6601 itax *18744-15CI6 lernail -ijrrn@sfandco,c*rn lrvwr'siandcc.co*r
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security..instrument..provisions, and additional matters tested include, among other
things, the..accounting pracedu.res.and records, materials control, iomplianie-wiitr
qqgqific RUS loan and security instrument provisions set fortfr it I CfR ?art
1.773.33(e)(?), ano related party tiansactions anil investments. ln addition, our audit of
the financial statements also included the procedures specified in 7 CFR Part 1TTj.3g-
,a!. Our o.bjective was not to provide dn opinion ori these specific aspects of the
internal control over financial r.eporting, compliince with specific i?US loan'and security
instrument provisions, or additional matterd, and accordingly, we expres$ no opinion
thereon.

No reports (other than our independent auditors' report, and our independent auditors'
lqpoj! on compliance and on internal control over fihancial reporting, hll dated October
15,2A12) or summary of recommendations relaied to our audit travi: been furnished to
management.

Our comments on specific.qgpgcts of the internal control over financial reporting,
compliance with specific RUS loan and security instrument provisions, anil oth6i
addltional matters as required by 7 CFR Part 1773.33 are present'ed below.

COMMENT$ ON CERTAIN SPECIFIC.ASPECT$ OF
THE INTERNAL CONTROL OYER FINANCIAL REPORTING

We noted no matters regarding $alina-$pavinaw Telephone eompany, lnc. and
$ubsidiaries' internal contiol over financial reporting and their op6ratibn that we
consider to be a material weakness as previously defined with respect-to:

. the accounting procedures and records;

r the process for accumulating and recording labor, material, and
overhead costs, and the distribution of these costs to construction,
retirement, and maintenance or other expen$e accounts; and

' the materials control.

c o M M E Nr$ 
Stfi R |T?\l{ffirHg^?'TtrS$tr 

L,A N

At your request, we have performed the procedures enumerated below with respect to
compliance with certain provisions of laws, regulations, contracts and grants. The
procedures we performed are summarized as follows:

r Procedures performed with respect to the requirement for a borrower
to obtain written approval of the mortgagee to enter into any csntract,
agreement, or lease between the borrower and an affiliate of Salina-
Spavinaw Telephone Company, lnc. and $ubsidiaries for the year
ended June 30, 2012:
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COMMENT$ ON COMPLIANCE WITH $PECIFIC RUS LOAN
AND SECURITY INSTRUMENT PROVTSIONS {COru?ITqUENI

. During the year ended June 30, z01z the borrower did not
enter into any new written contracts, agreements, or leases
between the borrower and an affiiiate a$ uerinia in
91773.83(eXzXi).

r Procedures.performed with respect to the requirement to submit an
RU$ Annual Operating Report tri the RUS are ds follows:

. fglee_A amounts rep_orted in RU$ Annual Operating Report
to Salina-Spavinaw-Telephone Company, lni.,s recdrds.'

The results of our tests. indicate $aJ, yith.respect to the items tested, Salina-spavinaw
Telephone Company, ,lnc- and Subsidjaries-complied, except as nbted below, in all
material .respects, with the specific RUS loan'and security instrument provisions
referred to below, The specific provisions tested, as well ai any exceptions noted,
include the requirements that:

The borrower has obtained written approval of the RUs to enter into
any contract, agreement, or lease with an affiliate as defined in 7 CFR
P.ar| 1773.33(eX2)ti). However, during the year ended June 30, ZAIZ,
the borrower did not enter into any new contiacts as previously defined.

The borrower has submitted its Annual operatinq Report to the RU$ as
of .De.cember_fl_, 2A11, represented by ihe boirower as having been
submitted to RUs is in agr6ement with ihe $alina-spavinaw Tel6phone
Company, lnc.'s records in all material respects, dppears reas6nable
based upon the audit procedures performed.

COMMENTS ON OTHER ADDITIONAL MATTERS

ln connection with our audit of the consolidated financial statements of $alina-$pavinaw
Telephone Company, lnc. and $ubsidiaries, nothing carne to our attention thai caused
us to believe that $alina-Spavinaw Telephone Company, lnc. and $ubsidiaries failed to
comply with respect to:

. The reconciliation of continuing property records to the controlling
general ledger plant accounts addressed at 7 CFR Part
1773.33(c)(1);

. The clearing of the constructisn accounts and the accrual of
depreciation on completed construction addressed at 7 CFR Part
1773.33{c)(21;
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COMMENTS ON OTHER ADDITIONAL MATTERS (COI.ITINUED}

. The retirement of plant addressed at r cFR parts 1TT3,33(cX3) and
$);

. T.he approval of the sale, lease, or transfer of capital assets and
disposition ?Lrygqeqds lg1Jhe.sp!g of plant, material, il scr;p
addressed at 7 CFR Part 1T2333(cX5);

The disclosure of material related party transactions, in accordance
with statement of Financial Accountin! standards No. sr, Related
Party Transactians, for the year ended June 30, 2011 in the financial
statements referenced in the first paragraph of this report, addressed
at 7 CFR Part 1773.33(e); and

The detailed schedule of investments.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The detailed sChedule'of investments, required bv
$1773.33(i).and provided..below, is p-resented for purposes of additionat ihatvsis inali
not a required part of the basic financial stattimrints. This information "has been
subjected to the auditing procedures applied in our audit of the basic financial
statements and, in our opinion, is fairly statbd in all material respects in relation to the
basic financial statements taken as a whole.

Original lnvestment Cosl

lnvestment Advances through
06l30tl 1

Undistributed Earnings {Loss)
Through 6/30/2011

Book Value of lnvestmenl as
ol6fiAf,01't

Sal.Spav
Leasing,

lnc.

1.365.867

1,366,367

$ky Signal $$T Long
Vllirslses Dlstanco,
T.V..l[c,

500

24,226

{145.103)

{120,377\

(539.432)

(538,e32)

ss7
Solutiona,

lnc, Total

500 $ 2,000

- 24,226

{10.725} 67q,6U

{10,225} 696,833
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COMMENT$ ON OTHTR ADDITION.AL MATTER$ (CONTI}IUED)

$al.$pav Sky $tgnal $ST Long SST
Leaslng, WirelesE Di*tance, $olufions,
lnp, T,V..lnc. lnq. _ Tstal_

lnvestment Advances during
2A12

Undistributed Earnings (Lcss)
during 20'12

Book Value of lnvestment as
ofaftaftafi

Accumulated losses in excass
o{ original investment and
investmenl advances

$-

. 1€.407

ff{lezzl

$-

127.561ttej.r0)

sfi22-653) $r55EjAa) s-fin-?zs) $s34Jgg

${r33SE1i S{559.502) s_0o-e35j s6st3gi)

Sal-Spav,Leasing, lnc. is a wholly owned subsidiary primarily involved in the leasing of
automobiles and work equipment to Salina-$pavinaw'Telephbne Company, lnc.

p[V Signal Wireless T.V., lnc. is a wholly owned subsidiary which operates a wireless
television neh,vork in the state of Oklahoma.

SST Long Distance, lnc. is a.wholly owned subsidiary primarily involved in the resale of
long distance telecommunication seruces.

SST Solutions, lnc. is a wholly owned subsidiary which has been established io handle
internet protocol television.

*******

This repo( is intended solely fo1 the information and use of the board of directors,
management, and the Rural Utilities Service and supplemental lenders, and is not
intended to be and should not be used by anyone other'than these specifiei parties.

5"&";#ffi-4
October 15,2012


