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Highlights

Percent
777777 B 7ﬂ7 B 1980 Change
Net income applicable to common stock ........... $ 10,626,931 § 9,878,940 8%
The Average sharesoutstanding .. ............. .. ..., 4,727,445 4,653,924 2
Shareholder Net income per commonshare ................... $2.25 $2.12 6

Total shareholdets’ eqUIty «vosvv e emmsws s svannris
Dividends paid per common share ................

OPEratingieVENIeS cuws s« smuwnns s cnpmors ¢ commss s
The Working capital from operations .. ................

Company Telephone plantin service, end of year .............

Telephones, end Of Year .. ..comessenannsscamamany
The Total employees, endofyear .......... ... ... ...
Employee Total wageS paid . cooa s s summss v s pepmny s vanmnns s
Form 10-K

On written request, the Company will
turnish to sharcholders a copy of its
annual report on Form 10-K for the
Company’s most recent year. The Form
10-K contains more detailed statistical
and financial information than is
included in the Annual Report to
Shareholders. If you wish a copy of the
Form 10-K, you may address your
request to Mr. Brian M. Wirkkala,
Telephone Utilities, Inc., 1221
Southwest Yamhill Street, Suite 200,
Portland, Oregon 97205.

Annual Meeting

The annual Meeting of Shareholders of
Telephone Utilities, Inc. will be held at
10:00 a.m., Pacific Daylight time on
Monday, April 26, 1982 at the
Thunderbird Motor Inn, Jantzen Beach, 77 78 79 80 81
Portland, Oregon 97217.

Net Income and Dividends
Per Common Share

~ Earnings Reinvested

I Dividends Paid

$ 77,770,637 S 64982239 20
$ 30,316,922 $ 25505439 19
$221,645,877 $191,753.863 16

$ 76,133,819 §$ 70,058,859 9

.96 5.83 16

205,004 3
1,161 996 17

Millions
of
Dollars

77 78 79 80 81
Telephone Revenues

Other

_ Toll Revenue




To our Shareholders

“A good year under difficult business
conditions Jdescribes 1981. We ac-
comphshed the following despite
high interest rates and the soft econ-
omy in our service area.

= Net income per common share
increased 6% to $2.25 per share.

® Qur annual dividend rate in-
creased from $.92 to $1.00 per year.

® Revenues reached $77,771,000,
up 20%.

= Telephones served totaled
210,445, a 3% increase.

® We made significant entries into
non-regulated activities with growth
potential.

= We took positive steps to con-
solidate Telephone Utilities with
Alascom, an affiliated company, a
move which will enhance our
combined asset base and carnings
potential.

m 1981 was our ninth consecutive
year of new records in revenues, net
income, earnings per share and tcle-
phones served Earnings per share
increased from $.46 to $2.25 or
389% during that period.

Although our growth rate in tele-
phones served slowed, it was neces-
sary to spend $34,500,000 to meet
the increasing communication re-
quests of our existing and new sub-
scribers. Internally generated funds
equalled 88% of these expenditures.
Other sources of funds used during
1981 were previously approved Rural
Electrification Administration (REA)
loans and short-term advances
trom our majority sharcholder.

We have budgeted $35,500,000
for construction in 1982. We expect
to fund this amount from available
REA loans and from internally gen-
erated funds. Although a budgct of
this level may seem inconsistent with
a slowed economy, it allows us to
efficiently place system improvemients

to enable us to continue to provide
better service levels and to position
ourselves to handle renewed growth
rates expected with an economic
recovery in our service area.

The year since our last report was
one of 51gn1ﬁcant acquisitions and
business development. We purchased
a 28% interest in Cencom Inc., a
Rushford, Minnesota-based holding
company which serves 24,000 tele-
phone and 2,650 cable TV subscrib-
ers in Wisconsin and Minnesota. In
January 1982 we completed acquisi-
tion of Inter-Island Telephone Com-
pany serving 6,000 telephones in the
San Juan Islands of Washington’s
Puget Sound; this extends our ser-
vice area to all of that county.

In last year’s report we announced
the acquisition of Business Music
Company of Portland, Oregon. We
added additional business music
holdings in 1981, purchasing a small
independent operation in Reno,
Nevada and Muzak franchises in
Seattle and Tacoma. In early 1982 we
purchased the Muzak franchise in
Minneapolis-St. Paul. These opera-
tions generate strong cash flow and
will be good income sources in the
near term.

In other non-regulated endeavors
we have taken minority positions in
emerging electronics manufacturing
firms whose high technology prod-
ucts promise both to serve our basic
business and to be competitive
within the industry.

The year also saw preliminary
steps taken to consolidate the Alas-
com subsidiary of Pacific Power with
Telephone Utlities. The Alascom
consolidation will enhance our in-
come, increase our asset base and will
provide an equity structure allowing
tuture stock-for-stock acquisitions.
After shareholder approval, our
company will triple in size, becoming,
in terms of revenues, America’s sixth
largest independent telephone
company and reflecting the expanded
scope of our business, we will adopt
a new name— Pacific Telecom, Inc.
The complement of our telephone

service areas and non-regulated ac-
tivities with Alascom’s long lines op-
eration and late-1982 satellite launch
1s valid cause for optimism about our
future. We urge shareholders to sup-
port this transaction which is detailed
in the enclosed documents.

The Board of Directors voted an
increase in the dividend in 1981, to
$1.00 per share. The Board will
again review this level in 1982
against its long term objective of pay-
ing out approx1mately half of the
prior year’s earnings.

We welcome your inquiries about
this report or any other matters of
interest to shareholders.

L N

A. M. Gleason
President

March 24, 1982



About Telephone Utilities, Inc.

Telephone Utilities is a growing
communications holding company
that serves the Pacific Northwest.
Our telephone operating companies
provide telephone service to 210,445
telephones in Washington, Montana,
Oregon, Alaska and parts of Idaho,
Nevada and California.

From a group of small rural
telephone companies, Telephone
Utilities has grown and expanded
to become a diversified communica-
tions operation. Advantages of cen-
tral planning and financing plus large
scale purchasing and warchousing at
our TU Service Company in Port-
land give our companies the best of
both worlds—local, personal opera-
tion and specialized communication
support associated with corporate
strength.

We serve a diverse mix of com-
munities— from suburbs of Seattle,
Tacoma, Spokane and Portland to
much of the rugged terrain of South-
castern Alaska. They range from
rapidly developing resort areas to di-
versified agricultural communities,
from inland towns with integrated
forest products manufacturers and
light industrial plants to coastal fishing
and seafood processing centers.

Historically, our internal growth
rate, expressed in number of tele-
phones, has substantially exceeded
the national average for the industry.

However, during 1981, the economic
downturn in the Pacific Northwest
resulted in a modest 3% increase in
telephones served. Long distance
calls originating from our lines in-
creased 5% in 1981 —somewhat less
than the 11% and 12% increases of
the years before. Economic activity
in Alaska remains strong to the be-
nefit of our operations there.

At the end of 1981 we employed
1,161 full time employees, including
40 new employees in our back-
ground music companies. About
55% are members of seven different
bargaining units. Six of these are
affiliated with the International
Brotherhood of Electrical Workers or
the Communications Workers of
America. In 1981 we renegotiated
contracts with four of these groups.
Two contracts will expire in 1982
and one in 1983.

The telecommunications industry
faces sweeping changes and Telephone
Utilities is ready to respond to the
challenges and opportunitics ahead.
Congressional interest in deregula-
tion and recent Federal Communica-
tions Commission (FCC) actions
have lead to increased competition
in the long distance market and a
general re-examination of all tele-
phone rate structures. The FCC has
recently adopted changes in the long
distance revenue settlement process.
These changes will tend to reduce
our rate of growth in toll revenues.

As a result of changes to date and
general increases in our costs, we
have filed rate applications in Mon-

tana, Washington and Oregon

which will affect about 82% of our
telephone customers. The total rate
relief requested is $6,800,000. We
expect decisions in all three cases by
mid-year 1982. These decisions should
enhance our performance.

The Telephone Utilities emphasis
on customer service and our people-
to-people marketing program has
kept us competitive—and avoided
significant revenue losses. More im-
portant in our strategy to provide
additional revenues and earnings is
our entry into non-regulated com-
munications businesses as described
on pages 6 and 7.
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Left, in our business music studios we
use professional talent to create

an array of in-stove commercals for
supermarkets and discount stores.
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Below, skilled employees and the latest
electronic technology keep us
competitive in the rapidly changing
telecommumnications industry.

Above, telephone service to howmes,
business and government is our
area of major emphasis.

Above, this vecorded music playback
system provides background music
to over 1,650 Portland, Oregon
avea subscribers.



Construction and Service Improvements

New construction and upgrading of
our telephone networks fills two
needs. First, we must provide new
telephone service in our growing
areas, many of which are forecast to
substantially increase in population
during the next decade. Second, we
are working to improve the quality
of service to our present subscribers

40% of our subscribers. The benefits
to the caller are faster touch dialing
and special optional services such as
call forwarding and waiting. We also
installed our first fiber optics trans-
mission systems near Cheney, Wash-
ington and Kalispell, Montana.
Today’s improvements also ofter
great benefits in the future. For

for future subscribers.

We spent $34,500,000 in 1981
on construction—including new
materials, equipment, the reuse of
serviceable equipment and the cost of
installation and removal.

In 1982, we have budgeted
$35,500,000 for construction, most
of which we will generate internally.

The key to this construction plan is
the state of the economy in our ser-
vice arcas. We will continue to review
our construction budget and should
the economy decline further, we

may spend less than our budgeted
amount, delaying or deferring
construction.

by converting central offices to new
clectronic switching systems and by
other plant additions aimed at in-
creasing the availability of one- and
TWO-party service.

Our new service demands are
temporarily at low levels, primarily
because of the general economic
slowdown. However, as the econ-
omy improves, as the wood products
industry experiences renewed de-
mand, and as we see the continued
effects of the population shift west-
ward, we expect to see greatly in-
creased requests for service.

Conversion of our central office
equipment from slower, bulky elec-
tromagnetic switches to compact,
rapid electronic switches is a high
priority. In 1981 we placed five new
central offices in service, bringing
clectronic switching capabilities to

example, our newly converted Leba-
non, Oregon central office serves
about 20,000 telephones, but the in-
stallation can be readily expanded to
handle the projected growth as this
area of the central Willamette Valley
develops. Thus 1981’s investment in
better service will help control costs

Left, our people are still the key

to service improvements, whether

they ave designing networks, installing
then, or maintaining accurate vecords.

Below, this new digital electronic
switching system in Lebanon, Oregon
uses computer technology to switch calls. 5

Rughst and above, our new business
and central office in Cheney,
Washington vepresents o major
investment that offers easier
consumer access and a more
productive working environment
for employees.

Right, our Povtland business
music company operates fiom this
striking modern building located

centrally to customers.




As mentioned in the President’s
Letter, after sharcholder approval,
the Company of 1981 will take on
a new look and a new name— Pacific
Telecom, Inc.—in 1982. We began
as a telephone company and we con-
tinue to view telecommunications
service as our basic business. How-
ever, new technology and nonregu-
lated business opportunities will
allow us to expand our revenue base,
a prospect that should be as exciting
to our shareholders as it is to us.

First, we have entered the back-
ground music industry. Our opera-
tions in Portland, Seattle, Reno and
Minneapolis provide background
music to office buildings, institu-
tions, restaurants, medical offices,
and airports, plus in-store advertising
to supermarkets, department and
discount stores. The combination of
musical mood enhancement and a
proven advertising medium has a
good potential, and we expect this
segment of our business to do well.

Sccond, we have acquired a 20%
interest in Comdial Corporation, a
high technology manufacturer of
solid state electronic communica-
tions equipment. Their recently
developed products cover a variety
of applications of semiconductor
technology featuring large scale inte-
grated circuitry. Some of these prod-
ucts can be used in our operations;
others should compete profitably in
the electronics industry. We also ac-
quired a 39% interest in Cidcomm
International, another California
firm that manufactures and markets
telephone products.

Finally, the consolidation of Tele-
phone Utilities with Alascom will
make us, in terms of revenues, the

company in the United States.

Alascom operates a vast network
of long distance communications
facilities, many of which use satellite
transmission of signals. In late 1982
Alascom plans to launch a satellite
dedicated to its own use. As we enter
the era of deregulation, these Alas-
com network capabilities will allow
us to provide satellite supported ser-
vices to a wide market area.

Recently, Alascom acquired 40%
ownership interest in Multi Visions,
Ltd., a cable television system under
construction in the greater Anchor-
age area.

To effectively manage the consoli-
dated activities of Pacific Telecom,
we are in the process of constructing
a headquarters building in Van-
couver, Washington. Pacific Telecom
will have a 50% ownership interest
in this facility. We expect to occupy
about 55% of the building’s 225,000
square feet. By reorganizing and
realigning management, we can take
advantage of the combined skills of
employees of Telephone Utilities and
Alascom. The result will be a sophis-
ticated and responsive management
team, which is prepared to capitalize
on the communications opportuni-
ties of the next decade.

Above, to serve spaysely populated

areas of Alaska, physicians use the
Alascom network to transmit patient
x-vays and other dingnostic information,
saving time and transportation costs.

Rught, the combination of
interconnected computer terminals

and microfilmed opevating information
allows our technicians to maintain

the telephone system with much

higher efficiency.

Left, Alascom’s experience with
satellite t ission and receiy .ﬂ
earth stations like this large unit
will be invaluable as we expand
stateside communications services.

Left center; these thin optical glass fibers

that now link our Medical Lake and

Cheney, Washington terminals (below)

transmit through pulses of light a volume

of information that would have required

a conventional cable move than 3" in

diameter. 7
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TELEPHONE UTILITIES, INC.

Selected Financial Data

Years ended December 3 = 1981 1980 1979 19Z§ 1977
Operating revenues . ......... $ 77,770,637 § 64,982,239 § 54,170,036 $ 44,698,124 $ 37,155,363
Operating expenses other than
federal income taxes ....... 49,655,736 41,260,324 33,420,887 27,168,676 22,978,085
fcdcral INcome taxes . ........ 9,731,300 78,7735,777007 8,135,650 6,955,750 5,523,649
Total operating
eXpenses ... ........ 59,387,036 49,996,024 41,556,537 34,124 426 28,501,734

Operating income . .......... 18,383,601 14,986,215 12,613,499 10,573,698 8,653,629

Other income (expense), net . . 30,661 5,958 (6,211) 252,961 290,597

Interestexpense . ............ 5,295,958 3,588,670 2,563,586 2,669,375 2,742,470

Minority interest in net
income and preferred stock
dividends of subsidiaries . . . . 31,295 29,053 33,666 43,967 51,328

Income from telephone
DPETALGIS ¢ suwos s s snmass s 13,087,009 11,374,450 10,010,036 8,113,317 6,150,428

Parent operations—interest,

~expenses and taxes, net .. ... 2,431,418 1,465,338 874,984 295,759 3%4,853

Netincome ................ 10,655,591 9,909,112 9,135,052 7,817,558 5,805,575

Preferred stock dividends . . . . . 28,660 30,172 30,172 30,172 30,473

Net income applicable to
common stock . ........... $ 10,626,931 $ 9,878,940 $ 9,104,880 $ 7,787,386 $ 5,775,102

Average number of common
shares outstanding ........ 4,727,445 4,653,924 4,673,040 4,724,202 4,727,985

Data per common share:

. Net incom¢ L $2.25 $2.12 $1.95 $1.65 $71":22
Dividends declared ........ $ .96 $ .83 $ .75 $ 54 7825
Dividends paid ........... $ .96 $ 83 $ .75 $ 54 $ .33

?otal BSSCES & 4 s svmins 2 v mnns $214.837,151 $184,673,346 $150,882,759 $130,186,272 $119.067,105

Long-termdebt.............

'$ 71,313,642 S 66,537,920 S 29,404,211

$ 41,660,653 $ 43,440,583




TELEPHONE UTILITIES, INC.

Management’s Discussion and Analysis of Financial Condition

and Results of Operations

In summary, the following items
have affected the 1981 results of op-
erations of Telephone Utilities, Inc.
(TU) and TU consolidated with

its subsidiaries (Company):

1) Construction expenditures
of $34,500,000 after 1980 expendi-
tures of $36,700,000.

2) Increased internal generation
of funds to $30,317,000 or 88% of
construction expenditures.

3) Continued endurance of
extremely high interest rates.

4) Inclusion of Sitka Telephone
Company in the results of operations
and full-year inclusion ot TU. of
Alaska.

In addition, certain items will sig-
nificantly or substantially change the
Company in the future:

1) The proposed acquisition of
Alascom, Inc. from TU’s majority
shareholder. (See Note 10 of Notes
to Consolidated Financial
Statements.)

2) Entry into non-regulated areas
through the 1981 acquisition of two
background music companies and
equity investments in two tele-
communications equipment manu-
facturing/sales companies.

Despite the large construction
program and high interest rates, the
Company again achieved record level
net income and earnings per com-
mon share. Both operating revenues
and operating income also reached
new records.

Results of Operations

Net income increased $746,000
or 8% as compared to an 8% gain in
1980. Net income per common
share increased $.13 or 6% following
the $.17 (9%) increase in 1980.

Operating revenues increased
$12,788,000 or 20% in 1981 after
the $10,812,000 or 20% increase in
1980. The 1981 increase reflects ap-
proximately $4,200,000 applicable
to the two Alaskan subsidiaries ac-
quired in late 1980. Local service
revenue increased $2,802,000 or

17% in 1981 after the $1,644,000
or 11% increase in 1980. This re-
sulted from the full-year effect of the
Alaskan subsidiaries and internal
growth in telephones served in the
non-Alaskan subsidiaries. The 21%
or $9,303,000 increase in 1981 toll
service revenue (following the 24%
increase in 1980) resulted from the
Alaskan subsidiaries ($2,794,000),
increased toll usage by our customers
and increased costs and investment
related to the provision of toll ser-
vice. Toll service revenues represent
70% of total operating revenues in
1981 and 69% in 1980.

Operating expenses other than
federal income taxes increased
$8,395,000 or 20% in 1981 after a

$7,839,000 or 23% increase in 1980.

Of'the 1981 increase, $2,854,000
represented the full-year effect of the
Alaska subsidiaries. Excluding the ef-
fect of the Alaskan subsidiaries,
maintenance expense increased a
modest 6% in 1981 after the 24%
increase of 1980. The 1980 increase
resulted from the impact of the large
construction programs of both 1979
and 1980. The 1981 increase in de-
preciation expense ($2,105,000 or
20%) resulted from increased plant
in service and followed a 25% 1n-
crease in 1980. The composite de-
preciation rates were 6.6% in both
1981 and 1980 and 6.3% 1n 1979.
Commercial, administrative and
other operating expenses increased
$3,379,000 or 31% in 1981 includ-
ing $1,045,000 attributable to the
Alaska subsidiaries. The 1981 in-
crease followed a $2,741,000 or
349% increase in 1980. The increases
for both years resulted from in-
creased salary levels and increased
personnel in the administrative and
support functions to meet the needs
of the operating subsidiaries.
Federal income taxes increased by
$996,000 or 11% in 1981 after the
7% increase in 1980. The increase
for both years resulted from in-
creased taxable income. The 1981
increase included $293,000 appli-
cable to the Alaska subsidiaries.

Interest expense for the operating
subsidiaries increased $1,707,000 or
48% in 1981 after the $1,025,000
or 40% increase of 1980 compared
to 1979. The 1981 increase resulted
from the sustained high level of the
prime interest rate which impacted
the $16,000,000 of three-year
unsecured obligations of the subsid-
iaries. Included in the $16,000,000
is $5,000,000 of unsecured debt
which was issued in September 1980.

The parent operations loss increase
of $996,000 or 66% in 1981 also
reflected the sustained high level of
the prime interest rate and followed
the 67% increase in 1980. The high
level interest rate impacted both the
borrowings from TU’s majort
shareholder and the $15,000,000
in unsecured debt issued by TU
in September 1980.

The estimated effects of inflation
on the Company’s results of opera-
tions are set forth in Note 12 of
Notes to Consolidated Financial
Statements.

Liquidity and Capital Resources

Internal generation of funds
for 1981 equaled 88% of the
$34,500,000 in construction expen-
ditures as compared to 69% of the
$36,700,000 expended in 1980.
During 1981, the Company issued
an additional $7,350,000 in long-
term debt including $4,573,000 in
Rural Electrification Administration
(REA) debt.

The 1982 construction program
of approximately $35,500,000 will
be financed primarily with internally-
generated funds. In addition, the
Company will also receive additional
funds from the REA for construc-
tion within the REA-financed oper-
ating subsidiaries. Any additional
requirements will be funded through
advances from the majority
shareholder.

Management’s opinion is that
the Company’s capital resources are
adequate to provide for its liquidity
needs and allow completion of its
1982 construction program.
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TELEPHONE UTILITIES, INC.
Consolidated Statements of Income

Years ended December 31— 1981 1980 1979
Operating revenues:
lecalseriee .. . . = . .. ., . $19,649,420 $16,847.226 $15,203,413
Tollserme . 0 00 0 0000 0 0 54,290,130 44,987,589 36,192,977
Government communICation SeLvice . o, ... .« ... i, . 898,684 894,853 841,255
Miscellaneous ... ... .. .. =~ . .. .. 2,932,403 2252 571 1,932 391
Tomloperatnerevenues ., ., . 77,770,637 64,982,239 54,170,036
Operating expenses:
Nuimtetimee . .. .. . 0 00 15,712,198 13,871,956 11,160,738
DeprecintionNote 1) -5 ... ... ... .~ . .. . 12,714,056 10,609,457 8,505,172
e .. ... ... .. . . . @ . 1,256,194 1,091,266 D82 555
¢ ommercial; administrativeandother ... . ... . . ... .. 14,214,754 10,835,906 8,095,387
Taxes other than federal iIncometaxes ..., .o, ... ... .. 5,758,534 4,851,739 4,677,035
FPederdl Incomie taxes (Notes 2and 6y . .. ... .. 4,093,300 4.414.700 4,120,650
Deterred federal income taxes (Nates l and 6} . ... ... .. 3,035,000 2,082,000 1,789,000
Deferred investment tax credit, net (Notes Land 6} ... .. .. 2,603,000 2,239,000 2,226,000
lorloperatinpexpenses . ... .. ... . o0 59,387,036 49,996,024 41,556,537
Opetatitgiigome ... . ... . .0 0 18,383,601 14,986,215 12,613,499
Otherincome lebense net .. .0 0 o0 - 00 00 0 0 30,661 5,958 (6,211}
Interest expense— principally on long-termdebt ........... 5,295,958 3,588,670 2.563.586
Minority interest in net income and preferred stock
dividends of subsidiaries ..., ... ... 1 ... . ... 31,295 29,053 33,666
Income from telephoneoperations .. ... ... ..o .. 13,087,009 11,374,450 10,010,036
Parent operations—interest, expenses and taxes, net (Note 5) 2,431,418 1,465,338 874,984
Metimcame . ... ... ... . . | ... . 10,655,591 9,909,112 9,135,052
Preferred stoekediidends: . ... ... .. . . . 28,660 30.172 30,170
Net income gpplicabletocommonstack ... ... . . ... $10,626,931 $ 9,878,940 $ 9,104,880
$2.25 $1.95

Netincome per commonshare (Note 1) ... .. . e

SEE ACCOMPANYING NOTES.




TELEPHONE UTILITIES, INC.

Consolidated Statements of Changes in Financial Position

Years ended December 31—

1981

1980

1979

Sources of working capital:
From operations:
Net income
Items not requiring working capital:
Depreciation and amortization
Deferred income taxes and investment tax credit, net

$ 10,655,591

Total from operations

Long-term debt issued
Long-term debt assumed in connection with

acquisition of subsidiaries
Issue of common stock held as treasury shares
Salvage from plant and equipment retired

$ 9909112

$ 9,135,052

..... 13,679.331 11122337 8,943,978
..... 5,982,000 4,474,000 4,203,000
..... 30,316,922 25505439  22.282.030
..... 7,350,216 35,890,000 491,712
..... it 2,950,001 g
..... o 1,421,757 il
..... 2,245,394 986,492 681,135

$ 39,912,532

Applications of working capital:
Property, plant and equipment:
Additions to telephone plantinservice . . ............
Net change in construction work in progress .. .......
Net plant added through acquisition of subsidiaries . . .

Cost of removal of plant and equipment
Reduction of long-term debt
Investments
Dividends
Additions to cost in excess of equity in net
assetsiofisubsidiaries L il =
Acquisition of common stock as treasury shares
Other—net
Increase (decrease) in working capital

$ 66,753,689

$ 23,454,877

$ 38,217,179
(1,615,134)
2,030,636

38,632,681
650,164
2,574,494
7,327,879
4,567,008

629,115

(176,942)
(14,291,867)

$ 33,302,292

$ 28,294,224

2,139,857 363,811
6,258,149 2]
41,700,298 28,658,035
547,423 366,772
1,706,292 12,748,154
56,512 5
3,905,152 3,533,380
1,910,000 i
753,250 601,091
(857,585) (296,987)
17,032,347  (22,155,568)

$ 39,912,532

Increase (decrease) in the elements of working capital:

Cash and temporary cash investments
Accounts receivable
Material and supplies
Other current assets
Notes payable—affiliates
Accounts payable
Income taxes payable
Current maturities on long-term debt
Other current liabilities

$ (19,064
(1,132,792)
(351,436)
231,698
(15,500,000)
1,774,557
1,039,241
(290,471)
(43,600)

SEE ACCOMPANYING NOTES.

$(14,291,867)

$ 66,753,689 § 23,454,877

§ | 258033
3,716,132
(2,233,859)
(51,397)
8,700,000
(4,358,615)
88,147
10,786,569
127337

$ (2,362,851)
583,835
2,988,307
26,733
(13,700,000)
610,733
1,145,010
(10,868,680)
(578,655)

$ 17,032,347

$(22,155,568)

i1



TELEPHONE UTILITIES, INC.

Consolidated Balance Sheets

December 31— 1981 1980
Assets
Telephone plant:
Telephoneplaneniservice (Noteslland 3)=— Lo oo v $221,645,877 $191,753,863
Less accumulated dEpreciation ..o s o croy s s s s v e e 46,923,713 42,102,183
174,722,164 149,651,680
@onstircHONTWOEISIMPLOoTesSEESRORSE S PR Ao g o 5,182,049 6,797,183
INentelephonaiplantisi GG fee 1oy e oile IR St 179,904,213 156,448,863
12
Investments CNofer 8 s Flbiibalilon Sa0um it s b sl 7,384,391 56,512
Cost of acquisitions in excess of equity in net assets
ofisubsidiariesi@Nate Ili= LTS g i B e e S L, 13,176,899 12,645,014
Current assets:
[@riihet e == S Al e e e BN T 507,062 526,126
AGCOUNTSTECEIvAbICHT S e . e e e 8,385,988 9,518,780
MaterallandisiipplicS (N ol ISR == = i e o 4,663,965 5,015,401
e CUITENEASSEIS s s iin s s ol o s & s e b st Te Fh mee s 68 419,345 187,647
HEoige o oo R e R . G 13,976,360 15,247,954
Unamortized debt expense and other deferred charges ....................... 395,288 275,003
$214,837,151 $184,673,346

SEE ACCOMPANYING NOTES.

1981

1980

Capitalization and Liabilities
Shareholders’ equity:
Common stock, $1 par value, 12,000,000 shares authorized,

4,728,079 sharesissued ..o s i s T e s v $ 4,728,079 $ 4,728,079
Preferred stock, $25 par value, 6% cumulative, 152,000 shares
authotized; 23,628 sharesissined s s e 590,700 590,700
Capitalin excessiofparvalue i iE R s e e 26,782,317 26,782,317
Retamed/earnings (Nofe/3) 1 i I ai e e b e s 44,139,762 38,051,179
76,240,858 70,152,275
Less treasury stock (at cost) common stock— 634 shares in
1981 and 1980; preferred stock—4,947 shares in 1981 and
3.51.3:shares in 1980 -l b i 2l i Gl SEE e 107,039 93,416
Totalsharcholdersiequicy it mat & o i o U REI T Re | S 76,133,819 70,058,859
Minorityinterestinisubsidiaries ./l i S EsEE e e S e 204,358 220,438
Long:termidebe (Nate 8): -8 i e e ey 71,313,642 66,537,920
Current liabilities:
Notes payable—affiliates (Note 2) ..........cooiiiiiiiniiiiiiinnenn.n. 20,500,000 5,000,000
‘Accounts)payableie e s S e e e e e e 9,723,708 11,498,265
Incometaxespayable oo ool e e 1,776,478 2,815,719
Accrued [abilitess . oo foeier s e e LR e 2,397,237 2,517,443
Advance bl e i S e R 1,127,732 963,926
Current maturities on long-term debt (Note 3) ........................... 2,213,746 1,923 275
Total eurrentlliabilities 8 e e 37,738,901 24,718,628
Deferred income taxes (INGtes 1 and 6) <= . i s conssrocinsssnnionnsnmmm e oo 15,202,676 11,878,585
Unamortized investment taxcredit (Notes L and 6) .-+« .« oo cvvvnnivnvnns i venns 12,374,163 9,715,831
Otherdeferred Credits s e e e e 1,869,592 1,543,085
Commitments (Note 7)
$214,837,151 $184,673,346

SEE ACCOMPANYING NOTES.
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TELEPHONE UTILITIES, INC.

Consolidated Statements of Retained Earnings

Years ended December 31— 1981 1980 1979

Balance at begmmng e e e T e Tt $38,051,179  $32.,047,219 $26 373 115
NELICOME o e o ol ime s e s T o s o wat o e v s 10,655,591 9.909.112, 9,135,052

48,706,770 41,956,331 35,508,167
Miscellaneous credits, per regulatory authority ................. — — 72,432

48,706,770 41,956,331 35 580, 599

Deduct:
Cash dividends:
Common stock (1981—$.96; 1980—8$.83;
19798 Thperandre ) b ol e o T e 4,538,348 3,874,980 3,503,208
Preferteciaionl = o caln o coill e el Dol L e 28,660 30,172 30,172
4,567,008 3 905 152 3,533,380
Balanice atend of year (NOte B) i isanisvvat ss i iwmnnss s sliidn $44,139,762  $38, 05 1L 179 $32,047,219

SEE ACCOMPANYING NOTES.

Notes to Consolidated Financial Statements

1. Summary of significant accounting policies

(a) Basis of presentation— The consolidated financial statements include the accounts of Telephone Ultilities, Inc. (TU)
consolidated with its subsidiaries (Company). All appropriate intercompany transactions have been eliminated.

(b) Regulatory authorities — The accounting policies of the Company are in conformity with the requirements and authorizations
of the regulatory agencies of the various states in which the Company operates.

(c) Telephone plant— Telephone plant is stated at cost. Additions to telephone plant represent direct costs, indirect charges for
engineering, supervision and similar overhead items.

Depreciation is provided using the straight-line method based primarily on the estimated service lives of the various classes of
depreciable assets. The average composite depreciation rate for depreciable telephone plant was 6.6% in1981, 6.6% in 1980 and
6.3% in 1979.

(d) Allowance for funds used during construction — Effective January 1, 1979, the FCC amended its system of accounts to provide
that the allowance for funds used during construction should be capitalized only on long-duration (one year or longer) construction
projects. Because none of the Company’s construction projects in process during the periods 1979 through 1981 have required one
year or more for completion, the Company, during the periods presented, has capitalized no financing costs related to its
construction program.

(e) Cost of acquasitions in excess of equity in net assets of subsidiaries— At December 31, 1981, TU’s investment in consolidated
subsidiaries includes $13,176,899 of cost in excess of the carrying value of net assets of purchased subsidiaries. Of the total,
$9,238,835 applies to acquisitions initiated prior to November 1, 1970; these costs are not being amortized since, in the opinion of
management, there has been no diminution in value. Such costs applicable to subsidiaries purchased subsequent to November 1,
1970, are being amortized over 40 years; unamortized amounts were $3,938,064 and $3,406,179 at December 31, 1981 and
1980, respectively.

(f) Material and supplies— Material and supplies are stated at average cost.

(9) Income taxes— Deferred income taxes are provided for the income tax reductions resulting from both the additional
depreciation deduction allowed by the ACRS provision of the Economic Recovery Tax Act of 1981 and the ADR provision of the
Revenue Act of 1971 as well as the current deductions for income tax purposes of the cost of removal of retired assets.

The reduction in federal income taxes associated with the utilization of investment tax credit ($3,549,000 in 1981, $2,909,000
in 1980 and $2,708,000 in 1979) has been deferred in the accompanying financial statements and is being amortized to income
over the estimated service lives of the related assets.

(h) Net income per common share—Net income per common share is based on the following weighted average number of common
shares outstanding during each year: 1981—4.727,445; 1980—4,653,924; and 1979—4,673,040.

2. Transactions with related parties

At December 31, 1981 and 1980, approximately 81% of TU’s outstanding common stock was beneficially owned by Pacific
Power & Light Company (Pacific). The following is a summary of transactions with Pacific:

(1) Management services— Pacific provides, at cost, certain management and other services to the Company under a management
services agreement. Billings under this management services agreement totaled $268,000in 1981, $243,000 in 1980 and
$182,000in 1979.



(b) Notes payable-affiliates

At December 31, 1981 and 1980, notes payable-affiliates represented $20,500,000 and $5,000,000,

res pectively, of short-term advances from Pacxﬁc These transactions were made under an agreement provxdmg for temporary cash
investment or advances at the prime commercial rate of interest. The daily weighted average balance of advances from Pacific
was $8,895,000in 1981 and $10,311,000 in 1980. The weighted average interest rate on these advances was 19% during 1981
and 15% during 1980. The maximum amount outstanding was $20,500,000 during 1981 and $17,600,000 during 1980.
(¢) Income taxes— The Company will join with Pacific in filing a consolidated federal income tax return. The Company’s federal

income tax provision is based on its filing a separate consolidated federal income tax return.

(d) Toll service vevenue—TU’s two Alaskan subsidiaries record toll revenue based on toll settlement agreements with an affiliate of
Pacific. These agreements are the same as those used by that affiliate with all non-affiliated telephone operating companies who
follow similar cost-basis toll settlement procedures. During 1981 the two subsidiaries recorded $3,002,000 in toll revenues under

the agreements.

3. Long-term debt
Long-term debt at December 31, 1981 and 1980, consisted of the following:

1981 1980

Parent Company—
8%-=111. 576 InseCuretl NOtES: ir ey o s i s S o et = e W RIS Sl S o $10,066,518 $ 9,817,217
Unsecured note, due in 1983, variable interest rate (13.77% at December 31, 1981)* ......... 15,000,000 15,000,000
Subsidiaries —
2%-8% First Mortgage notes payable to Rural Electrification Administration and

Rural Telephone Bank, maturities through 2016 . . ... ..o oo v n 11,357,581 6,881,049
5.1%-15.8% First Mortgage notes and bonds, maturities through 1998 .................... 16,295,592 17,381,478
6%-12% Unsecured notes, maturities throughh 2007 ... oo tiveivvvsiarioisinvansas s 4,807,697 3,381,451
Unsecured notes, due in 1983, variable interest rate (14.51% at December 31, 1981)* ........ 16,000,000 16,000,000
Tostal Iomp-totmy FElIE o .o s wyoa st o oo de i s e it WL i b o i 5 S BTl 73,527,388 68,461,195
eSS O I AT I CS I o i o e e i o e 2,213,746 1.923.275

$71 313,642 $66,537,920

*The unsacurcd note loans bcar interest based, at the option of the borrower, on either the prime interest rate or based on the interest rates of
certificate of deposit obligations of the lender. The loans are renewable at the option of the borrowers through September, 1983.

Substantially all telephone plant in service is pledged as collateral under loan agreements related to long-term debt. Certain of the
agreements contain provisions restricting the payment of cash dividends, and one loan agreement, in addition to restricting cash
dividends, contains limitations on purchases or redemptions of TU’s stock. Accordingly, consolidated retained earnings available for
dividends and other distributions at December 31, 1981 was $26,500,000 of which $25,600,000 was available from the retained
earnings of subsidiaries.

Total long-term debt maturing annually within each of the four years subsequent to 1982 is as follows:

., R < A $32,878,000 foge L i $2,018,000
TR L $ 1,896,000 lose: e i $1,961,000

4. Pension Plan

Substantially all employees are covered under the pension plan of the Company. Contributions accrued for the plan were
$1,462,0001n 1981, $823,000 in 1980 and $779,000 in 1979. The required contribution includes amortization of past-service
COsts over a ten-year perlod Pension costs are funded as accrued. The status of the plan’s accumulated benefits and net assets at the
dates of its actuarial reports as of January 1, 1981 and 1980 is summarized as follows:

1981 1980

Actuarial present value of accumulated plan benefits:
VESEEA. ¢ 1nim sams wnts wetenig o s oo s ssi v bl e el el e Wil sl o LI e
Nonwested. .. 1.2 filepiniin Sa gl st o st L o aa il e

$5,442,000 $4,307,000
589,000 1,055,000

$6,031,000  $5,362,000

Net assets av. allable for bcneﬁts ..................................... = LauReeN - $6,056,000 $4,472,000

During 1981, the plan was amended to increase the amount of benefits; the assumed rate of return used in determining the
actuarial present value of accumulated plan benefits was increased from 5 percent to 8 percent, and the actuarial cost method used
in computing pension cost was changed. These changes were the primary reason for the increase in contribution between 1980
and 1981.
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5. Parent operations
Parent operations of TU are summarized as follows:

1981 1980 1979
Interest income:
Brom subsidiaries o = o0 J00 LU0 Ll Dol e s e $ 379,664 $ 210910 $ 10,783
Othor) illebnes . 2L e e e e 46,181 29,150 59,173
425,845 240,060 69,956
Interest expense:
Tostubsidiamies i oL o0 e L — — 604
Oitlonoronydebt 00 - Sbislafa i lol s L i 3,498,353 1,482,865 842,577
On notes payable—affiliates (Note 2) ........ DR R RRRTRREE 1,653,588 1,575,702 756,585

5,151,941 3,058,567 1,599,766
Federal income tax (credit):

Bederalincometaxes © = 0 o e iR G e i e el e (2,105,000) (1,222,000) (768,000)
Deferredifederalincome tavess =0 b s e L s (8,000) (24,000) 15,000
Befenrediimyestment tax credit et o s L s e i oe S sl 5§,000 16,000 19,000
(2,057,000) (1,230,000) (734,000)

Other (acomej expenise - Het 5l i ildi Ll Gl oo 0 ol ullil Ul (237,678) (123,169) 79,174

$2,431,418 $1,465,338 $ 874,984

6. Income taxes
Deferred income taxes result from timing differences in the recognition of expense for tax and financial statement purposes.
The tax effects of these differences on federal income taxes are as follows:

1981 1980 1979
Excess of tax over baokdeprbclalion = .. s i imisn cnrr e o mres S s $2,744,000 $1,814,000 $1,642,000
Costetremovaliobretited assets e B LRI o 283,000 243,000 162,000

$3,027,000 $2,057,000 $1,804,000

The Company’s effective combined state and federal income tax rate was 44.3% in 1981, 45.1% in 1980 and 47.0% in 1979.
The difference between these effective tax rates and the federal income tax statutory rate of 46% is attributable to the following:

1981 1980 1979
Interest, taxes and/pensions capitalized MEE o b o hnies oo va e raannne s kires ia (.3)% (.3)% A%
Amortizationiofinvestiient e Credit— ol 0 - o L e 4.7) (3.6) (2.7)
State income taxes, netofifederal taebenefit = oo o = 2.1 159 2:3
G PRSI s - = TR Sl = LT 1.2 1.1 1.3
(1.7)% (.9)% 1.0%

7. Commitments

Expenditures in connection with the Company’s construction program will approximate $35,500,000 in 1982. Commitments
under several minor long-term leases are not material to results of operations or financial position.

8. Investments

The investment balance at December 31, 1981, represents ownership interests ranging from 25 to 39 percent in three companies,
one of which provides telecommunications services; the others manufacture or distribute telecommunications equipment. These
investments are accounted for under the equity method of accounting. The financial results of these transactions were immaterial for

1981.

9. Subsequent event

On January 5, 1982, TU acquired Inter-Island Telephone Company for a cash payment of $4,000,000. Inter-Island provides ser-
vice to a pprox1rnately 6 000 telephones in the San Juan Islands of northwest Washington. This acquisition will be accounted for as a
purchase, and the $2, 200 000 of cost in excess of net assets acquired will be amortized over a forty-year period. Pro forma operating
results, assuming acquisition of Inter-Island at the beginning of 1979, would not materially change from those herein reported.



10. Planned acquisition

During 1982, TU will acquire, subject to regulatory and shareholder approval, ownership of Alascom, Inc., a wholly-owned sub-
sidiary of Pacific, TU’s majority shareholder. Alascom provides intrastate and interstate communications services for the State of
Alaska. These services include telephone, television and private line telecommunications among others. Itis planned that the acquisi-
tion will occur through the exchange of 12,850,000 newly-issued shares of TU common stock for the Alascom common stock and
that the acquisition will be recorded in a manner similar to a pooling of interests. To issue the additional shares will require amend-
ment of TU’s Articles of Incorporation to increase the authorized number of shares of common stock. Had the acquisition been
consummated before year-end, the Company’s consolidated assets and liabilities would have increased by $416,373,000 and
$208,917,000, respectively. In addition, the following amounts would have been reported in the consolidated income statements:

1981 1980 1979
(thousands of dollars)
Total operatmg TENCIIIES i oiinn s e oo (oo, ettt A i L S L e = R $ 278,100 $ 230,847 $ 204,967
Net income apphcable to common stock .................................... $ 47,187 § 33,908 § 28,901
Net ificomeé per coOMMONSIATE . vs oo vt wios wnvs sk alsis s s ovns s du a5l = d $2.68 $1.94 $1.; 65
11. Quarterly financial data (Unaudited)
Summarized quarterly financial data for 1981 and 1980 is as follows:
Three Months Ended
March 31 June 30 Sept. 30 Dec 3 l
1981
7&)513&{1;; FEVEMUES ...t EERRRRREREE $18,017,657 $18,440.352 $20,366,023 $20,946,605
Operating INCOMC e e v s o I w a  as - $ 3,899,468 $ 4,472210 $ 4,639,009 $ 5,372,914
Netnootns -« i e e A $ 2,164,110 $ 2,368,250 $ 2,655,331 $ 3,467,900
Net income per common share e L : $.46 $.50 $.56 $.73
1980
OpPCrating IBEVENUES « vih saw swws neh dorss ROAIR PSP $14 626,651 $15,850,459 $16,457,762 $18, 047,367
7 Opergdng iI}Eqme RRERRRREREE IRRRRER R R $ 3 049, 206 $ 3,682, 950 $ 3 ,696, 978 $ 4, 557 081
IN T COITICT 0 e B O st s M, e e o $ 1,993, 924 S 2,162, 316 $ 2 560, 785 S 3, 192 087
Net income PELCOMMONShare PR ey s e S e $ 43 $ 47 $ 55 $ 67

12. Supplementary information to disclose effects of changmg prices (Unauthed)

The following supplementary information is supplied in accordance with the requirements of FASB Statement No. 33, “Financial
Reporting and Changing Prices,” for the purpose of providing certain information about the effects of changing prices. It should be
viewed as an estimate of the approximate eftect of inflation rather than as a precise measure.

Constant dollar amounts represent historical costs stated in terms of dollars of equal purchasing power as measured by the Con-
sumer Price Index for All Urban Consumers (CPI-U). Current cost amounts reflect the changes in specific prices of plant from the
date the plant was acquired to the present, and differ from constant dollar amounts to the extent that specific prices have increased
more or less rapidly than prices in general.

The current cost of property, plant and equipment represents the estimated cost of replacing existing plant assets and was deter-
mined through the application of telecommunication and general plant indices to the existing historic costs of telephone plant.

The provision for depreciation of the constant dollar and current cost amounts of property, plant and equipment was determined
by applying the Company’s effective book depreciation rates by type of asset to the respective average indexed plant amounts.

As prescribed in Statement No. 33, income taxes were not adjusted.

Under the rate-making prescribed by the regulatory commissions to which the operating subsidiaries are subject, only the
historical cost of plant is recoverable in revenues as depreciation. Therefore, the excess cost of plant stated in terms of constant dol-
lars or current cost dollars over the historical cost of plant is not presently recoverable in rates as depreciation, and a restatement to
average 1981 constant dollars is reflected as a reduction to net recoverable cost. While the rate-making process gives no recognition
to the current cost of replacing property, plant and equipment, based on past practices, the Company will be allowed to earn on the
increased cost of its net investment when replacement of facilities actually occurs.

To properly reflect the economics of rate regulation in the Statements of Consolidated Income, the reduction of net property,
plant and equipment should be offset by the gain from the decline in purchasing power of net amounts owed. During a period of
inflation, holders of monetary assets suffer a loss of general purchasing power while holders of monetary liabilities experience a gain.
The gain from the decline in purchasing power of net amounts owed 1s primarily attributable to the substantial amount of debt
which has been used to finance property, plant and equipment. Since the depreciation on this plant is limited to the recovery of
historical costs, the Company does not have the opportunity to realize a holding gain on debt and is limited to recovery only
of the embedded cost of debt capital.
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Statement of Income Adjusted For Changing Prices (Unaudited)

For the year ended December 31, 1981

As Adjusted As Adjusted
As Recorded For General For Changes
(Conventional Inflation in Specific
Historical (Constant Prices
Cost) Dollar) (Current Cost)
Operitingreveriies co, 00 0L s L L $77770:637 877.770.637 - 877,770,637
Maintenanee .. .. L. 1 . L0 s e L 15,712 198 15,712,198 15712198
Depreciahion il o i lie o e o i e 12,714,056 21,068,958 21,631:507
Tdfhcl:. = - on . =k Mhee L e e 1,256,194 1,256,194 1,256,194
Commercial admimistrativeandother = = =~ = — — = = —— 14,214,754 14,214,754 14,214,754
Taxes other thanfederalincome taxes .00 .. (. e, i, 5,758,534 5,758,534 5,758,534
Federalincomertaves 00 .. ... . . 000 9.731.300 9,731,300 9.731,300
Otherinicane, parent opeptions, ete,-——met . L L. o0 il L 2,432,052 2,432,052 2,432,052
Intexesteliaroes . o0 o - gnL s diicde e i 5,295,958 5,295,958 5,295,958
$67,115,046 $75,469,948 $76,032,497
Income from continuing operations (excluding
reduction to hetrecoverablecast) 1ol L L L 0L L 0L L $10,655,591 § 2,300,689* $ 1,738,140

Increase in specific prices (current cost) of

property, plant and equipment held duringtheyear ...................... $20,716,757
Reductiontantticeoverdbleeost T ==~ = = 0 === oo $(5,848,623)  (3,891,998)
Effectoi inaemseingenemalpaicelevel - .0 . L0l ol e (22,110,833)
Excess of increase in general price level over increase

in specifie prices after reduction tonetrecoverablecost . .. .. .. oo (5,286,074)
Gain from decline in purchasing power of

netamountsowed=: . = = Sl = - e - s 9,349,987 9,349,987

| §3501,364  $ 4,063,913

*Including the reduction to net recoverable cost, the income on a constant-dollar basis would have been a loss of $3,547,934 for 1981.

At December 31, 1981, current cost of property, plant and equipment, net of accumulated depreciation was $279,330,532, while historical
cost or net cost recoverable through depreciation was $179,904,213.

Supplementary Five-Year Comparison of Selected Financial

Data Adjusted For The Effects of Changing Prices (Unaudited)

Average 1981 Dollars

1981 1980 1979 1978 1977
Historical cost information adjusted
for general inflation:
Operatingrewnues .. ... $77.770637 871722698 867874507 862312021 §55 763752
Income from continuing operations . . .. .. . 2,300,689 3,640,192 5,439,384
Income from continuing operations per
commonshare .. .. - . .. .. . . 49 3 1.16
Reduction of plant to net recoverable cost . . 5,848,623 10,211,618 12.151. 775
Net assets (shareholders’ equity) at year-end 73,672,655 73,854,618 75,104,190
Current cost information:
Income from continuing operations . . . . . . . 1,738,140 2,834,782 4,547,320
Income from continuing operations per
commonshare . ... ... .. . ... S .61 97
Excess of increase in general price level of
plant held during the year over changes in
specific prices after reduction to net
recoverablecost . ... ... ... .. 5,286,074 9,406,208 11.259.698
Net assets (shareholders’ equity) at year-end 73,672,655 73,854,618 75,104,190
Other information:
Purchasing power gain on net monetary
items held diwringtheyear . . .. .. 9,349,987 11,493,041 10,287,289
Cash dividends declared per common share . $.96 $.92 $.95 $.75 $.39
Market price per common share at year-end . $15.48 $13.18 $13.9) 81577 $12.80
Average Consimner Pricelndex . ..., . ... 272.4 246.8 217 4 1954 181.5




Auditors’ Opinion

To the Directors and Shareholders
of Telephone Utilities, Inc.:

We have examined the consolidated
balance sheets of Telephone Utilities,
Inc. and subsidiaries as of December
31, 1981 and 1980 and the related
consolidated statements of income,
retained earnings and changes in fi-
nancial position for each of the three
years in the period ended December
31, 1981. Our examinations were
made in accordance with generally
accepted auditing standards and, ac-
Lordmgly, included such tests of the
accounting records and such other
auditing procedures as we considered
necessary in the circumstances.

In our opinion, the above-mentioned
consolidated financial statements
present fairly the financial position of
Telephone Ut111t1es Inc. and sub-
sidiaries at December 31,1981 and
1980 and the results of their opera-
tions and the changes in their finan-
cial position for each of the three
years in the period ended December
31, 1981, in conformity with gener-
ally accepted accounting principles
applied on a consistent basis.

K)o Tl Vol v il

Portland, Oregon
January 28, 1982

Common Stock
Telephone Utilities, Inc.

Range of Bid and Asked Prices for Quarters Ended

(Sou;ce: NASD OM}'gter}l) B Bid Asked
ngh Low High Low

March 31,1980 ... .o 11% 91 12 11
June 30, 1980 . . ..o, 11% 9 135 11
September 30,1980 ................. 142 11% 15 13
December 31,1980 . ................. 13Ys 113 142 12%s
March 31,1981 ..................... 122 11 1312 12
June 30,1981 ....................... 16 11 16'2 12
September 30, 1981 o ccisiuvvinssnins 15 141/ 162 16
December 31,1981 .................. 16"~ 15 18 16
Cash dividend payable dates

Per Share Per Share
March 3,1980 ............. $.20 March2,1981 ............. $.23
June2,1980 ............... $.20 June 1,1981 ............... $.23
September2; 1980 . -« <o v v 0: $.20 September 1,1981 .......... $.25
December 8,1980 .......... $.23 December 7,1981 .......... $.25

See Note 3 of Notes to Consolidated Financial Statements for restriction as to

payment of dividends.
Stock is traded in National OT'C Market

NASDAQ—TPHN
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In Memoriam,

B. Lamar Gaines

We are saddened by the passing of
longtime Board member B. Lamar
Gaines in December 1981. Over the past
nine years his advice and counsel was in-
strumental in the development of the
Company. We honor his memory and his
conscientious service to the Company.
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1 Telephone Utilities, Inc.

1Vision

(Also Reno, Nevada and
Minneapolis-St. Paul,

Minnesota)

- Montana D
A Background Music
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1vision

(California)

Western Washington D
Oregon D

1vision

Eastern Washington D

Service Area.
(Idaho, Nevada)
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