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August 31, 2018 = ?E’
=
: @)
VIA ELECTRONIC FILING SYSTEM 9z 2 3 g
20 g g =
Mr. Mark L. Johnson, Executive Director and Secretary Washington <d= 5 2
Utilities and Transportation Commission 83 § s &
. ND=> K= g
1300 South Evergreen Park Drive SW ohn %
Olympia, WA 98504-7250 pd QG T 5 3

RE: 2019 Petition to Receive USF Support Replacement Pages
Docket UT-180656

Dear Mr. Johnson:
MASHELL TELECOM, INC. DBA RAINIER CONNECT (*“MASHELL"), a privately-held rate of

return carrier receiving high cost support, has electronically submitted replacement pages to the
2017 Petitionto Receive USF Support to the Commission.

Please feel free to contact me with any questions regarding this particular matter.

Sincerely,

2.

Danielle Clausen, Controller
For Mashell Telecom Inc. dba Rainier Connect
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Respectfully submitted this 27" day of July, 2018.

Mashell Telecom, Inc.
d/b/a Ramier Connect

CERTIFICATION

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

iy
i ;’//é’/L

By: Brian Haynes
Title: President/CEO

PETITION OF MASHELL TELECOM, INC.

[d/b/a RAINIER CONNECT] TO RECEIVE SUPPORT
FROM THE STATE UNIVERSAL
COMMUNICATIONS SERVICES PROGRAM - 6




EXHIBIT 3

DEMONSTRATION OF RISK OF RATE INSTABILITY OR SERVICE INTERRUPTION OR
CESSATION

The emergence of fast evolving digital technologies, increased regulatory pressure and global economic
uncertainty are all key factors in the current risk in the telecommunications industry. Short innovation
cycles are creating challenges for the Company to bring new products and services to end-users at shorter
intervals. Company profitability and liquidity are at risk due to market competition, changing consumer
spending and current financial conditions. With continued profitability decreases the Company will be
unable to effectively and efficiently invest and upgrade the network and IT technology. The Company is
facing a loss of traditional universal service fund revenues of approximately $69,116 per year if its
participation in the Program is not renewed.

The overall financial condition of the Company is detailed on other Exhibits to this Petition. What this
information demonstrates is that, when adjusted to eliminate the support from the state Universal
Communications Services Program that the Company received or accrued in 2017, the Company's total
regulated revenue increased by 15.4 percent from 2011 through 2018. This increase in regulated revenue
is directly related to the company’s significant capital investments. The Company experienced an
increase in rate base over 2016 of $5.0M; however, the Company maintains a negative rate of return at
-4.46%. The Company has looked for ways to lower expenses. However, much of the Company's
operating expenses are fixed obligations, such as debt-related payments.

Over the past ten years, the Company has seen competition from low-cost providers and over the top
service providers intensify. The Company continuously finds itself unable to compete against the price,
network coverage, quality of product and customer relationship offered by market competitors such as
cable companies and mobile service providers without significant investments in aging plant. Price
deflation driven by competition for voice and data service in the fixed network result in reduced growth
of revenue. Since 2011, the Company has lost 1,974 access lines, of which 1,287 were transitioned to
Consumer Broadband Only (CBOL) service.

In an effort to maintain market share and remain competitive, the Company has taken steps to increase the
availability and attributes of advanced services. This has resulted in the Company making considerable
network investments over the past several years and an increase in long-term debt. Since 2011, the
Company has made additional investments in regulated plant of approximately $8,219,126; of which
$6.4M was invested over the past two years. The Company obtained additional debt of $17M to fund a
four-year plan (2015-2018) to upgrade aging portions of its outside plant and network infrastructure to a
FTTP (Fiber-to-the-premise) architecture. The FTTP network architecture will provide customers’ access
to voice, multimedia, and data services over one unified access platform. The funds received from the
universal service communications program can be viewed as contributing to the Company's ability to
perform these projects, including, without limitation, the repayment of loan funds.

The Company continues to face financial uncertainty due to changes in telecommunication laws, rules,
policies and regulations. The stringent regulation by the Federal Communications Commission since
2012 for carriers to increase local exchange rates in order to be in compliance with the national urban rate
floor has exacerbated the disconnection of service by customers.!
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