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To: Wireline Competition Bureau

PINE BELT TELEPHONE COMPANY, INC.’S PETITION FOR

DECLARATORY RULING AND/OR WAIVER OF NECA REQUIREMENTS

COMES NOW Pine Belt Telephone Company, Inc. (“Pine Belt”), requesting a
Declaratory Ruling and/or Waiver from the Federal Communications Commission (“FCC” or the
“Commission™) directing the National Exchange Carrier Association, Inc. (“NECA”) to re-open
the 24-month window that NECA has established for its members-to make adjustments to cost -
studies submitted to NECA for the limited purposes of allowing Pine Belt to make revisions
related to adjustments resulting from findings by the Universal Service Administrative
Company's (“USAC”) High Cost Program Managememt office relating to a 2007-2008 FCC
Office of Inspector General (“OIG") Audit for the period July 1, 2006, through June 30, 2007.
Further, Pine Belt requests that NECA be required to reimburse Pine Belt for any amounts due to
it in this matter resulting from the adjustments, as set forth herein. In support of its request, Pine
Belt states:

1. Pine Belt is & small, independent, family owned ineumbent local exchange carrier,

designated as an eligible telecommunications carrier (“ETC’) by the Alabama Public Service
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Commission (“APSC”), and a member of NECA. Pine Belt serves its subscribers in Wilcox,
Marengo and Clarke counties in Alabama with telephone and DSL and dial-up Internet services.
Its service area is one of the most economically challenged rural areas in the United States, with
current unemployment rates approaching 26% in Wilcox County, 20% in Clarke County and
15% in Marengo County, including precisely the population that needs the help that universal
service funds were designed to provide. Grant of'this request serves the public interest.

2. On October 1, 2009, the USAC High Cos! Program Mahagcmcnt issued a
finalized report addressing the 2007-2008 FCC OIG Audit of Pine Belt and the USAC High Cost
Management Response to the audit. A copy of this report is attached as Exhibit “A”, The report
incIuded eight (8) findings, which resulted in a determination by USAC that High Cost support
funds totaling $45,939.00 werc inappropriately distributed to Pine Belt and would be recovered
by USAC. Of this amount, $34,250 relates to Finding No. 8 of the Audit Results, which states,
in part:

The portion of the Cable and Wire Facilities (CWF”) asset attributable to

Category | (voice) lines reported in the 2006-1 HCL form was incorrect. The

Category 1 amount recorded in the 2006-1 HCL form totaled $7,428,857 and

should have becn $6,991,634 resulting in a difference of $437,223. As direcied

by the FCC, USAC is obligated to implement all recommendations arising from

the audits including recovery of funds that may have been improperly disbursed

to beneficiaries. Therefore, USAC will recover High Cost support in the amount

of $34,250.

3 On Qctober 9, 2009, USAC High Cost Management provided further notice of
action to be taken resulting from High Cost Audit, a copy of which is attached as “Exhibit B”.
This notice informed Pine Belt that USAC would recover $45,939.00 of High Cost support for
SAC 250315 from Pine Belt’s December 2009 High Cost support payment, which will be

disbursed at the end of January 2010.




4, In the course o.f the USAC audit, USAC's contract auditors, KMPG, discovered
an internal error in the formula by which Pine Belt allocated plant investment between categories
1.0 {(exchange plant excluding wideband, e.g. voice) and 2.0 {exchange plant and wideband) of
the 2005 cost study filed with NECA and implicated during the audit period July 1, 2006 through |
June 30, 2007, resulting in the improper application of $437,223.00 between these categories to
the Company’s December 31, 2005 balances and an underpayment to Pine Belt ofapproximately
$31,000.00 through the NECA settlement process for its interstate revenue requirement. This
adjustment is directly related to USAC Audit Finding No. 8. Recovery of these monies from
NECA is due Pine Belt and will substantially offset the High Cost support payments to be
recovered by USAC,

5. NECA asserts that its contractual relationship with its member carriers provides
that all cost data submitted to NECA will be final and binding on all members after twenty-four
(24) months,' Therefore, members may revise cost information submitted to NECA only in the
iminediately preceding twenty-four (24) months. This would prevent Pine Belt from making an
adjustment 10 its 2005 cost study to reflect the USAC audit results. Un;ier the contractual
relationship between NECA and its members, the Commission has the autherity to direct NECA
to open this twenty-four (24)-month window. Under the circumstances presented in this petition,
it is both necessary and proper for the FCC 1o direct NECA to open the twenty-four (24)-month
window and permit Pine Belt to amend its 2005 cost study to correct the shift in investment
allocations between categories 1.0 and 2.0 and collect the monies affected under the NECA

settlernent process.

' MTS and WATS Markei Structure.: Average Schedule Companies, 6 FCC Red 6608, n. 45 (1991).




6. Failure to permit all the revisions to the 2005 cost study would impose a hardship
on Pine Belt anq, and ultimately its customers. Pine Belt respectfully submits, in light of the
special circumstances, and the hardship and inequity that would resukt if a waiver from the
NECA requirements is not granted, that good cause exists to grant a waiver of the twenty-four
(24) month window in order to receive the support at issue.

For these reasons, Pine Belt respectfully requests that NECA be directed to re-open its
twenty-four (24)-month window to permit Pine Belt to correct the errors in its 2005 cost study
and collect the monies due under NECA’s seftlement process for its interstate revenue

requirement.

g
Respectfully submitted onthis |~ day of December, 2009,

'\ /-“"“\ .
s N '—:;:) ( Lf A ) L‘-i—(-r—‘-

MARK D WILKERSON & O
DANA H. BILLINGSLEY
Attorneys for Pine Belt Telephone Company, Inc.

OF COUNSEL:

WILKERSON & BRYAN, P.C.
P.O. Box 830

Montgomery, Alabama 36101-0830
Telephone: (334) 265-1500
Facsimile: (334) 265-0319
mark{@wilkersonbryan.com

dana@witkersonbryan.com
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Migh Cost and Low {ncome Division
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Certificd Mait Refurn Receipt Requesigd

October 1, 2009

Rl Results of the 2007-2008 Fedenl Communications Cormmission (FCCj Ottice of the
Inspector Gengral {O1G) Awelit

Dear Bencliciury:

Coclosed is the (inalized report from your Federat Coammunications Commmission (1°CC)
Ofice of inspector Ceneral (OIG) audit and the USAC High Cost Munagement Response
to the audit. Included in the Tligh Cost Managemcent Response may be dircetives
perlaining to the clesure of your funling(s) andfor comments, Please complete any
requested follow-up measures ad sendd documentation of ¢orreetive activns 10 USAC
High Cost within 60 days ol receipt of this letter, 1f applicable.

As is the case with auy administrative decision made by USAC, you have the nght to
appeal lindings within the audit and High Cost Munagememt Response. You may appeal
1o USAC or the FCC, and the appeal must be filect within 60 days of reccipt of this fetter.
Additional information about the appeals process 1nay be lound al

htpivwwisae orghefabour/ filing-appeals.asps.

IF you have any questions, please contact the High Cost Prograny at 202-776-0200 ot viu
e-matl at heavditsfiPusac.org. As well, please direct ali 1ligh Cost siedi correspandence

to either the aboyvementioned c-mail address or;

USAC

Anto: TIC Audits

2000 L Streer, NW
Suife 200

Washingion, DC 20036

Sincerely,
Mgl Cost Program Amiagemedt
Enclosures: Fina) Audil Repost EXHIBIT

A

2009 L Stepat, NW.  Suife 200 Washington, DC 200468 Veice 2027760200 Fox 202.776 00B0  wwvv.usac oty
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Lot sorvi e :rhrjn).lml-u.l_'i—'fii‘nj\‘ o _,,,_,High Cost and LW__!HCON]G DJ'ViSiO’I_:lA
USAL Management Hesponse

Date: August 3, 2009

Subject: Improper Payment Information Act {IP1AY Audit ol the High Cost Program of PINT

BELT TEL CO. 1IC-2007-234

USAC inanagement has reviewed the IPIA Audit of PINE BELT TEL CO (*the Carriar”}, SAC
250315. The audit irm KPMG LLP has issued an adverse opinien in its audit reparl. Our
response 1o the audil is as {ollows.

Findlng 1
Condition;
The Beneliciary ckd nol provide documented cos| studies tar 2004 and 2005 showing the

allocation of common cosis based on direct analysis or cost-causative linhage 10 othor cost
calegories o support its Part B4 allocalions. As such, thera is inadequals supper lor the cost
allocation factors used to remove the portion of cormmon expenses and asssls associated with
non-rogulaled sevicos, .

Managemenl Response:

USAC High Cosl managenment cancurs with the auditor. The Carrer does not have
documenlation consistent with Part 32 rules necessary 1o supgport accourt data reported in its
fdings with the Nalional Exchange Carrier Association {NECA} and USAC.

USAC manageman! directs the canler to davelop and maintaln supporting docuamantation
necassary o review and reconcile with reported USF data prior to submittal of USF data, and
requesls thal [he Carrier provide a detailed update of specilic vorrective actions no later than 60
days after receipt of this management response. (Please end 16 USAC High Cost at
neaudite@ugac.prg whon submitting this information.}

USAG notes that the auditor did not quanlify a monetary elfect and did not recoimmeand recovery
of lunds for Lhis finding.

Finding 2

Condition:

The Baneliciary incorreclly raposted ling counts on the FCG f-arm 507 Interstate Gomunon Line

Support Mechanism Line Count Report and USF Data Calieclion Form for 2004 and 2005.

Specifically:

a. The Bensliciary’s estimated line counis of 2,676 and reported in the 2004 Form 507 should
have been repored as 2,670, resulting in 4 ditference of 6 linas. i addition, the Benoliciary's
estimated line counts of 2,632 and reported in the 2005 Form 507 shiould bave been reported
as 2,627, resulting In a dilterence of 5 lines,

b. The Beneficiary reported Categary 1.3 loop counts ol 2,670 on the 2004 HCL. Data Collection
Ferm. The amount that shautd have been roported is 2,662 bnes, resulling in a diflerencs of
8 lines.,

¢. The Beneliciary imprapery assesscd Subscriber Line Charges on one Calegory 1.7 Ipop In
2005,

Management Response:

USAG High Cost management concurs wilh the auditor. Failure lo submil accurale fine count
data may resuit in incorrect paymenls from the USF. Il is the obligation of a carrier to ansure tha
it is providing accurate data consislent with FCC rulas.

2000 1. Skieet, NW.  Sujle 200 Washinglon. DC 20036 Veice ¢12,776.0200 Fax 202.776.02B0  waww usac.olg
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USAG recognizes thal the Camier commitied to addressing its internal conlrols relaled Lo this
finding, and requests that the Carner provide a cetaled update of specific corrective actions ro
later than G0 days alier receipt of lhis management response. {Please send to USAG High Gost
Al heaudits@usac.org when submitting this informalion.)

As directed by the FCC, U3SAC is ebligaled to implement all recommendalions &rising from the
audits inclsding recovery of lunds ihal may have been improperly disbursed to beneliciaries.
Therefore, USAG will racover High Cost suppar! in the amount of $t.1G9,

Finding 3

Condition:

The Benetigary improperly racorded live of 45 assels salected for lesling based upon Part 32

accounting rles. Spacifically:

1. Work order 99-09 contained costs of $3.250 incurred during 1999 assoriated with an
equiprment snove thal ware impraperly recorded to {Ancount 2232) and should have beenr
recorded 1o Circuil Eguipment EXpense (Account 6232).

2. Work arder D3-20 contained costs of $1,017 incurred durnky 2005 associated with a buriad
cable move that wore improperly recorded 1o Buried Cable Asset (Account 2423) and should
have been recorden to Burigd Cable Expansa {Accoun| £423).

3. Expensos of $70,799 incurred during 2000 associaled with the Ailington Tower preject were
incorrectly recorded to Circuit Equipmoent (Accourt 2232} and should have been recorded to
Polas Assels {(Account 2411). _

4, Wosk order AL-837-K, Invoice 30036 (Braniley and Wikerson) far $90 incurred during 2003
was incorrectly recorded in Butied Cable Asset (Account 2423) however based upon the
invaica degcription, this item appeared to Le lor legal representalion regarding a loan
assacialed with the work order. This invoice should have been recorded to General and
Administrefive {(Account 6720}

5. Wark arder 99-01-D contained costs of $134,828 incurred dwing 1999 assccialed with circuit
equipment that werg improperly recorded to Buried Cable Fiber {Account 2423.2) and shauld
have bean recorded to Circuit Equipment {Account 22323

Management Response:
USAG High Cosl managament concurs with Lhe auditor. Falure o suomil accurate linancisl sala

may resull in imcorract paymenls Irom the USF. [tis the obligation ol a carrier to ensure thar il s
providing accurato data consistent with FCC rufes.

USAC recognizes that the Garrier commitled to addressing As inlernal contrals relaled lo this
finding, and rgquests that the Carier provide a delailed update of specitic carective actions no
tater than 60 days aller receipt of this management response. (Please send to USAG High Cosl
al heaudits@usac.grg whan submitting tis information.)

As directed by the FCG, USAC is oblipaled to implement all recommendations ariging froen the
audits including renovery of funds that may have been impropetly disbursed 1o beneliciaries
Tharefore, USAC will recover High Gost suppon in tha amount of 33,145

Finding 4

Conditign:

The Beneliciary improperly recorded four of 45 expensas solacted far testing basced upon Parl 32

accounling rules, Specilically.

1. Asvinyoice in the amount ol $31 incurred during 2005 was recorded as General and
Administrative {Account 8720). The expense related Io freght expense and should have
been recorded 10 lhe tnventory Account (Account 1220),

2. An inveica In the amoun? of $5,000 incurred during 2004 was recorded as Executive
Expenses [Account 6711). The expense relaled lo consulting lees for work performed lor a
potential joint venlure construction project and should have tean recorded to Ganeral and
Administralive (Account 6720).

3. Aninvaica [rom Pine Bell Wireless — Linden in the amount of $283 incurred during 2004 was
rocorded as Ollice Equipment (Account 6123). Tha invpice was ralatad 1o iiems used in the
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lield to assisl with communlcation betwaen workors and should have been coded lo Tool and
Other Work Equipment {Account 6114),

4. An expensc itom for an Amedican Express charge at Sparco.com in the amaunt of $218
incurred during 2004 was recorded to Olfice Equipiment {Account 6123]. The charge was
related to a computer paripharal {print server) and should have been recorded to Genaral
Purpose Computer Equipmont {Accaunt 6124).

Managoment Respense:

USAC High Cost managemenl concurs with the auditar, Failure to submil accurate iinanciaf data
may resull inincorrect payments from the USF. His the obligeton of a casrier 1o ensure that it is
providing accurale dala consislent with FCC nides.

USAG recognizes thal the Carrier carmimitled te addressing its imternal controls related 1o Ihis
finding, and mquesls that the Carrier provide a detailed updale of specilic corrective actions ne
later than 60 days after recaipl of his management response. (Pleasa send o USAC High Cost
at heaudits @usac.org when submitting this information,)

As diracled by the FCC, USAC is obligated 1o mplemneant all recommendations arising from Lhe
audils including recovery ol funds that ray have been improperly disbursod 1o bencficiaries.
Therefore, USAC will recover High Cost suppard in the amount of $13.

FInding §

Condition:

The Beneficiasy did not provida supporting documentation for ten of 45 asset i!em selected for
iesting. The (ital cost of tha 10 assuls is $7,842

Managemen| Response;

LUSAC High Ciost managemem concurs with the auditor, The Carrier does nol have
documentalion gansistenl with Part 32 rules ngcessary 0 6UPPOM account data reporied in i1$
filings with the National Exchanga Carrdor Aszociation (NECA) and USAC.

USAC management directs the carrier (o maintain supporting documonlation necassary 1o
Suppon ks assets, and requests 1hat the Carner provide a dgetailed update of specitic cotrective
aclions no later than B0 days aller receipt of this management response. {Please send 1o USAC
High Cost at heaudils@ugac.oin when submitting this information.)

As direciad by the FCC, USAC is obligated 1o imipleent all recommendalions arising from the
audils including recovery of funds that may have been improporly disbursed to beneficiardes.
Therslore, USAC wiil recover High Cosl supporl In the amount of $778.

Finding b

Candition;

The Beneficiary incorrecily reported the amount of Ceniral Otlice Equipmenlt {'CCE") Category
4.13in the 2006-1 USF Dala Collsction Form (*HCL Farm™). Tha Calegory 4.13 GOF casts
reparted in the 2005-1 HGL Form lotated $3. 134,684 and shautd have been §3,103,675 rasulting

in a diltgronce of $31,009.

Managemen] Response;

USAC High Cosl manayement cdncurs with the auditor  Failure to submit accorate financial data
may 1esull in incorracl payroants from the USF, 1t is the cbligation of a carrier {o ensure that it is
providing aceurale dala cansistent with FCG rules.

USAC recognizes that the Cumier commilied o addressing itg internal cantrols relaled to this
finding, and requests thai he Carrier provide a detailed updale of specific coreclive actons no
later than 60 days afier receipt of this managemant response. (Please send lo USAC High Cost
al heaudits@uisag g when submitting this Infermation.)



mailto:h~tldils@us~c.ol!lwhon

CONFIDENTIAL - NOT FOR PUBLIC INSPECTIONM
Page 4

As direcled by the FGC, USAC ig ebligated ta implement all recommendations arising from e
audils including racovery of funds tiat may have been impropedy disbursed lo Looeticiaries.
Tharefore, USAL will recover High Cost suppart in ihe amount of $2,659.

Finding 7

Condition:

We noted variances in the Benolits Podion of Network Operdlions Expense (Account 8530) in
both the 2605-1 and 2006-1 HCL Forms. The amount reported in the 2¢05-1 HGL Form totaled
§40,255 bawever it should hive been reporled as $35.850, resulting in a variance of tolaled
$4.405. Tho armounl reperted in 2008-1 HGL Form totaled $24,381 however it should have been

reported as $19.764, resuling in a difference of $4,817.

Managoment Respanso;
USAC tigh Cost managoment concurs with the audtor. Failure to submit acrurate linancial data

may resull in incorrect payments hiom the USF. It is the obligation of a carrier to ensura that it is
provicing accurate data consistent with FCC rules.

USAC notes that Ihe Carrior belizves it has sulficient internal contiols retated 1a this finding, and
requests tha the Carrior provide a detailed update of specilic contiols no kater than GO days aller
receipl of ths management respanse. (Please scnd In USAC High Cost at heaudits@usac org

whan submilling his information.}

Finding 8

Corndition:

The portior: al the Cable and Wire Facliities ("CWF") asset altribulable o Category 1 (voice) lines
ragorted In 1he 2006-1 HCL form was incairecl. The Category 1 amount recarded in the 20061
HCL form totaled $7,428,857 and should have been $6.991,634 resulting in a difterence ol

$437 223,

Management Response.

USAG High Cast management concurs with Lo audilor. Failure to submiit aucurale tinancial data
may rogult In incorrect paymants from tha USF. 1t is the obligation of a camer to ensure thal it is
providing accurale data consistent with FCG rules.

USAC maragement directs the carnier to impiemont infernat conltro’s necessary o review and
reconcilo sourne documentation and raponed USF data prior to submittal of USF dala, and
requosis that the Garrier pravide a detailed updato of specilic caneclive actioiis so later than 60
days aller recelpt of this managament resgonse. (Please send to USAC High Cost at
heaudits@usac.org whan submiting this information.)

As direcled by the FCC. USAC is obligated to implement all recommendalicns aristny Irom the
audits Including recovery ol funds that may have been improperly disbursed to beneficiarias.
Therefare, USAC will recover High Cost suppori in the arnount of $34,25¢.

Comment 1

Gondition:

The Beneliciary's Continuing Proparty Records ("C2R") are rot (mdintained in sulficlent dolai
such that assets could be oasily lied 1o the work orders thal are used ta accumulale he costs

associaled witll the assel.

Management Respanse:
USAG High Cast management concurs with the audit condilion. Howaver, the Carrisr ¢id
mainlain such supplemontal records thal assels could be tied 1o work orders albeit not “easily" as

described by lhe auditors.

USAC notes {liat the Carrigr beliaves it has sufficent internal controls refated to this finding. No
further acticn regarding this comment is required of the Carrier,

USAC notes thal the avditor found no menetary affect go there is no recovesy of lunds required.
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Comment 2

Condition:

Wa noted an eror in loctnote 10 of the Beneficiary's financial slatements lor the years ended
Jung 30, 2004 and June 38, 2005. Footnole 10 of the financial stalaments ingorrectly notad,
*During the years ended June 30, 2005 and 2004, the Company [Pine Belt Telaphono Co.| made
cash advances lor operating expensos 0 Pine Belt Communications. Inc. in the amount of
$103,055 and $463,041, respectively.”, upon review of supposting documeniation wa determined
lhal the advances accured between Ping Belt Communication and Pine Bell Cellular and nat

Pirre Belt Telephone Company.

Management Response:
LUSAC High Cosl managament cancurs with the audit condition. However, the inagcuracy in a

feainote of tha Camier's financial slalament was clearly a ministerial error having no Impact an the
Carrigr's USF disbursemonts, No lunhsr aclion regarding this comminoer is required of lhe Carrier,

USAG npies that the auditor lound no manetary effect ¢ thero is ro racovery uf furds required.

Audit Recovery Total: R ) R
o | HEL | LSS [ICLS T Finding Total
Finding 2 $1,109 50 W $1,109,
|Finding3 | "~ 8805 225| 15| 9,145
Findingd4 | %2 1 0l . 13
Finding5 (.. _B%3| {19 g7 778
Finding & 2659 0 i T 2658
[ Finding7 | (2.015 o 0 {2,015)
Finding 8 34,290 0 a 34250
Mechanism Telal | 345513 | $214| 3212 $45,839

USAC reserves the righl to review the augit documentalion and conduct lurtheér axamination inia
wheiher he Carrier complied with FCC Rules and to aalculala whether recovery of any priar

sSuUppoA is raquited.

This concludes the USAC management respanse 10 the audit,
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USAC

Univeral S-:mu. Adirumisiratee: Gompain

By Cartified Mail, Returnt Receipt Requested

October 9, 2008

Jean Creswell, Accounting Manager
Pine Belt Telephone Company

PO Box 279

Arbngton, Al 36722

Re: Actionlo be Taken Resulting from High Cost Audit of Pine Belt Telephone Company
(SAC 250315) Audit Report HC-2007-294

Dear Jean Creswell;

An audit of Fine Beit Telephone Company for Study Ares Code (SAC) 250315 was
conducted by KPMG LLP on behalf of the Urnivarsal Service Administrative Company
(USAC) and the Federal Gommunications Commission (FGC) Office of Inspector
General (OIG) for the period July 1, 2008, through June 30, 2007. The fins! report from
that audit was senl to the company on October 01, 2009.

As noted in the USAC management response accompanying the final audit repor sent
to you, $45 939 of High Cost support for SAC 250315 will be recovered. Please refer to
the audit report for details on the funds being recavered. USAC will recover these {unds
from your December 2009 High Caust support paymant. which will bae disbursed at the
end of January 2010. - -

Caonsistent with current administrative praclice, if the recovery amount exceeds the
company's disbursement for that month, USAC will continue to offset tha remaining
recovery amouni balance against subsequent High Cest support disbursements until
such time as the full amount is recovered. If necassary, USAC reserves the right to
invoice and collect any remaining amounts owed.

As is the case with any decision of the USF administrator, you have the right to appeal
lhis decision direclly to the FCC pursuant to 47 C.F.R. § 54.719. The appeal must be
filed within 60 days of the dale of this letter as fequired by 47 C.F.R_§ 54.720(a) and
must conform to the fillng requirements of 47 CF.R. §54.721 Additional information
abput the FCC appeats process may be found at hitp /ivwww.usac. org/he/aboulfiling-
appeals.aspy; under "OPTION B.*

Sincerely,
EXHIBIT
USAC High Cest Management . g B

o

20001 Sireet, NW.  Sue 200 Wasengton JC 20033 Voce Z02775.0200 Tax Z02.776 000wy usas ufg




DECLARATION

I, John C. Nettles, President of Pine Belt Telephone Company, Inc., hereby certify that the
information set forth in the attached Request for Declaratory Ruling and/or Waiver is true and correct

to the best of my knowledge and belief. L
30%
Executed in Arlington, Alabama, on this ¢ day of November, 2009.

Vs

JOHN CNETTLES




