ETC ANNUAL REPORTS PER WAC 480-123-070 AND WAC 480-123-080

July 1, 2016

Whidbey Telephone Company

Whidbey Telephone Company (the "Company") herby submits the following reports in

accordance with WAC 480-123-070 and WAC 480-123-080.

1. Report 1: WAC 480-123-070(1)(a): Report on use of funds:

The Company used support from the federal high-cost fund in the calendar year 2015 as
follows: To support investments made by the company in telecommunications plant used
to provide voice services, broadband services and other telecommunications services, and
to defray operating expenses incurred by the Company in its provision of those services.

For the calendar year 2015, the Company's telecommunications related gross capital
expenditures and operating expenses paid, in whole or in part, with support from the
federal high-cost fund were ||l and
undertaken or completed in the calendar year 2015 include the following as filed with

FCC Form 481 filed with the Commission on August 1, 2014 in Docket No. UT-143041:

respectively. Major projects

Network Improvements/Upgrades — Voice Services — For Calendar Year 2015

Project Description

e (Specific proposed
improvements and/or
upgrades)

Estimated Rt
Estimated . : ted
Completion Service Area Name
Start Date Popula
Date .
tion
01/01/2015 | Partially B | s
Completed
12/31/2015
01/01/2015 | 12/31/2015 17,252
01/01/2015 | 12/31/2015 17252
01/01/2015 | 12/31/2015 17,252
01/01/2015 | 12/31/2015 15,938
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01/01/2015 | 06/30/2015 b ——1 15,938
01/01/2015 | Not Completed 17252
01/01/2015 | 12/31/2015 17,252

Network Improvements/Upgrades — Broadband Services — For Calendar Year 2015

Project Description

® (Specific proposed
improvements and/or
upgrades)

Estimated
Start Date

Estimated
Completion
Date

Service Area
Name

01/01/2015

Partially
Completed
12/31/2015

Estimated
Population

01/01/2015

12/31/2015

1,578

01/01/2015

12/31/2015

17,252

01/01/2015

12/31/2015

17252

01/01/2015

06/30/2015

15,938

01/01/2015

Not
Completed

15,938

01/01/2015

12/31/2018

17,252

17252
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Per the direction of the Commission Staff, the NECA-1 report will be provided as soon as
it is available and no later than August 1, 2016.

WAC 480-123-070(1)(b): The Company reports that the investments and expenses
reported under Report 1, above, benefited the consumers as follows:

Consumers served by the Company benefited from the use of high-cost fund support by
continuing to receive high quality telecommunications services. These expenditures are
critical to maintain and increase the quality, coverage and capacity of voice services
within the Company service area. These expenditures include material and labor
expenses, and can be for a variety of purposes including, but not limited to, equipment
repair and maintenance; service order fulfillment; customer service requests; capital
expenditures; equipment replacement and projects not otherwise capitalized; company
equipment monitoring; equipment/service testing; technical support both at premise and
remotely; and service calls.
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Through the expenditure of federal high-cost support funds, the Company was able to
continue to provide services at a level that the Company believes meets the intent set
forth in 47 U.S.C § 254 of providing quality telecommunications services to customers in
the service area for which the Company is designated as an ETC.! The Company has
made substantial investments over the past several years which allow it to provide quality
telecommunications services to its customers in its designated ETC service area. Those
expenditures and investments, including those reflected in Report 1 above, generally
benefit all customers receiving the federal high-cost fund supported services from the
Company within its designated ETC service area. The Company has expanded its
network over the past several years so that it is capable of providing access to broadband
services throughout the Company's designated ETC service area. The Company offers
services that are comparable to services offered in urban areas at rates that are
comparable to rates for such services in urban areas.

2. Report 2: WAC 480-123-070(2): Local Services Outage Report:

None

jU'S]

. Report 3: WAC 480-123-070(3) Report on Failure to Provide Service:

None

e

Report 4: WAC 480-123-070(4): Report on Complaints per 1000 Connections:

During the calendar year 2015, the Company received from the Washington State Office
of the Attorney General (“Attorney General’s Office™), one (1) informal complaint made
to them by a consumer with respect to their broadband service.

' The term "ETC" is used herein with the same meaning as the term is used in Chapter 480-123 WAC.
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This informal complaint received by the Attorney General’s Office equates to
approximately 0.137 complaints per thousand lines over which services that are supported
by the federal high-cost fund are provisioned.

The informal complaint to the Attorney General’s Office of which the Company received
notice during the calendar year 2015 was related to a consumer’s request to cancel their
basic telephone service but could not due to the requirement of a basic telephone service
line in order to obtain High Speed Internet (i.e., broadband) services. The Company
received an inquiry from the customer in June-2015 and at that time the Company did
require a basic telephone service landline in conjunction with High Speed Internet service;
this requirement, or a similar one, had been in place for a number of years and was an
attribute of the Internet-connected broadband service offered by many telecommunications
companies. This feature of the service allowed it to be priced significantly lower than
would otherwise have been the case. However, in recent years, the telecommunications
industry has experienced numerous changes that are facilitating different service
configurations. As a reflection of these changes, the Company developed a Data-Only
High Speed Internet service offering and began offering it to our customers starting in
September-2015. The Company’s representative that assisted the customer with their
inquiry in June-2015 may have advised the customer that the Company was working on
such an offering, but the representative would not have had available to her at that point in
time a firm date for the availability of a Data-Only High Speed Internet service offering.
Therefore, it is likely that such information regarding this future offering was not provided
to the customer at that time. In October-2015 the Company attempted to make contact
with the customer via the telephone to advise them of the new Data-Only High Speed
Internet offering but was unsuccessful. The Company then provided the customer this
information via a mailed a letter and included one of our High Speed Internet service
information cards. The customer contacted us in response to that letter and has since
disconnected the basic telephone service and is now subscribing to our Data-Only High
Speed Internet service.

5. Report 5: Annual Plan: WAC 480-123-080(1):

As they are known to the Company at the date of this Report, the Company’s planned
gross capital expenditures and operating expenses related to Washington State to be
made, in whole or in part, with federal high-cost support to be received by the Company,
during the calendar year 2017 are projected to be ||l and s
respectively.

Major projects planned to be undertaken or completed in the calendar year 2017 include
the following that were filed on FCC Form 481 filed with the Commission on August 1,
2014 in Docket No. UT-143041:

Network Improvements/Upgrades — Voice Services — For Calendar Year 2017
Project Estimated Estlmat-ed . Estimated
- Completion Service Area Name .
Description Start Date Date Population
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(Specific proposed
improvements and/or

upgrades)
01/01/2017 12/31/2017 17,252
01/01/2017 12/31/2017 15,938
01/01/2017 06/30/2017 15,938
01/01/2017 12/31/2017 17,252

Network Improvements/Upgrades — Broadband Services — For Calendar Year 2017
© P; oject De;;ri;:‘f)ioen . Estimated (530 Sltri;?lz:f(?n Service Area Estimated
peciiic propose mmprovements .
and/or upgrades) Start Date Date Name Population

01/01/2017 | 12/31/2017 15,938
01/01/2017 | 06/30/2017 15,938
01/01/2017 | 12/31/2017 17,252

The Company expects that levels of expenses in 2017 will remain relatively the same as

those it experienced in calendar year 2016, subject to the effects of inflation, other
commonly experienced changes in cost of labor and materials, and increased depreciation
on new investment placed in service. The Company does not anticipate major
adjustments in staffing levels for the relevant period.

6. Report 6: Plan of Investments and Expenditures: WAC 480-123-080(2):
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As they are known to the Company at the date of this Report, apart from major projects,
the planned investment and expenses to be made with federal high-cost support related to
Washington state for the calendar year 2017 are planned to remain relatively the same as
those it experienced in calendar year 2016, subject to the effects of inflation, other
commonly experienced changes in cost of labor and materials, and increased depreciation
on new investment placed in service. The Company does not anticipate major
adjustments in staffing levels for the relevant period. Planned major projects for the
calendar year 2017 are described in Report 5, above, and disclosed on FCC Form 481 as
referenced in Report 5, above. The Company expects that the continued receipt of
federal high-cost support will allow the Company to continue to provide the supported
services at rates that are comparable to the rates for such services in urban areas. All
customers in the Company's designated ETC service area will benefit from the expected
level of support by continuing to have available to them services that are comparable to
the telecommunications services offered in urban areas at rates that are comparable to the
rates for such services in urban areas.
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