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Dear Sir/Madam:

Enclosed for filing is our original Petition for Review filed on behalf of Alliance Group
Services, Inc. I have enclosed an additional four copies of the Petition, together with Exhibits and
a Certificate of Service. Please contact the undersigned with any questions.
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SUMMARY

Alliance Group Services, Inc. (" Alliance Group™) seeks review of a Decision of the Universal
Service Administrator issued October 1, 2001. The Administrator has taken the following ections
to which Alliance Group objects and petitions for review:

A. Refused 10 accept Alliance Group’s year 2000 FCC form 499-A, thereby refusing to
assess universal support mechanism charges to Alliance Group based on Alliance Group’s actual
1999 end user revenues a3 required by law;

B. Accepted for filing U. 8. Republic Communications, Inc.”s year 2000 FCC form 499
filings, whether filed timely or not, reporting U. S. Republic's 1999 end user revenue and, at U.S.
Republic’s request;

C. Transferred and reallocated to Alliance Group all universal support mechanism charges
arising from U.S. Republic’s 1999 end user revenues.

Alliance Group maintains that the above actions were mistaken, unlawful, arbitrary,
unreasonable, done in violation of Alliance Group’s rights to due process and were entircly outside
the authority delegated to the Administrator’s staff or Board.

Through oversight, Alliance Group did not file its own year 2000 FCC form 499-A, mpo;ﬁng
its 1999 end user revenues by April 1, 2000. It attempted to make such a filing in April 2001, This
filing was rejected by the Administrator for the stated reason that it had been submitted more ther one
year after the date of the original filing. As there had not been an original filing, Alliance Group
submitted a Letter of Appeal and a 499-A form identified as an original filing. This 499-A has now
been rejected on the basis that the Administrator can refuse to accept a revised filing more than one
year after the originai filing or more than one year after the date when the criginal filing was due.
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The Administrator does not have the authority to choose to reject an original 499-A filing,
It can cause an audit or investigate the filing if it does not believe or agree with the numbers reported
but it does not have the unhridled authority to reject filings as it has done in this case, to choose to
accept 2499-A filing submitted by a different carrier, and decide to allocate all the resulting universal
service support mechanism charges to Alliance Groop. The Administrator assessed charges based
on its interpretation of the terms of an asset purchase agreement between U. S. Republic and Alliance
Group. The Administrator does not heve the authority to interpret and construe purchase agreements,
without factual investigation, at the staff level, in secrecy, and without notice or an opportunity to
be heard.

The rejected 499-A filing by Alliance Group reported Alliance Group’s revenues for 1999 in
the amount of $427,463.00. The resulting umiversal service support mechanism charges are owed in
any cese. However, the Administrator prefers to accept the 499-A form filed by U. S. Republic
disclosing U. 8. Republic’s 1999 revenues of more than $13,000,000.00 which, taken together with
the Administrator’s construction of the contract between the parties, resultsin charges of $763,717.56
to Alliance Group. The reallocation of charges from U. S. Republic to Alliance Group occurred in
secrecy, sometime in June or July of the year 2000, through means unknown to Alliance Group.
After some type of communication with sources other than Alliance Group and review of the
purchase agreement, the Administrator issued a series of new and confusing charges and credits to
Alliance Group which initially, in September of 2000, made it appear that Alliance Group owed
virtually nothing, Through additional accelerated charges over the last three months of the year 2000
and later revocation of credits, the amount charged to Alliance Group over the last four months of the
year 2000 became $763,717.56. Alliance Group protests these actions, asks that its year 2000 499-A
be accepted for filing and that the charges wrongly allocated to it by the Administrator and related

late charges be reversed. ii



Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of )

)

) Docket Nos. 96-45 and 97-21
Request for Review by )
Alliance Group Services, Inc., of Decision )
of Universal Service Administrator )
To: The Commission

P N REVIE

Alliance Group Services, Inc. ("Alliance Group"), by its counsel, hereby requests that the
Commission review de novo the attached Decision (Exhibit D} of the Universal Service
Administrative Company ("USAC") pursuant to 47 C.F.R. § 54.719 and 47 C.F.R. §54.723.

L
DUCTION

Alliance Group seeks review of the Decision of the Administrator, USAC, which a) rejects and
refuses to accept for filing Alliance Group’s year 2000 FCC Form 499-A; b) adopts, by means of
construction and interpretation of a Purchase and Sale Agreement LI, S. Republic’s ex-parte request
or instruction to charge all universal service support mechanism charges based on U. S. Republic’s
1999 revenues to Alliance Group; and ¢) imposes a compietely unexplained and erronecus series of
universal service support mechanism charges upon Alliance Group by means of late, confusing and
conflicting invoices, temporary credits and other as yet unaccounted for and unexplainable

adjustments and account transactions.
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Alliance Group Services, Inc. ("Alliance Group") is a telecommunications carrier providing
interexchange services in numerous states. Because it conducted operations in 1999 generating
interstate end user telecommunications revenues, it should have filed a year 2000 FCC Form 499-A
in Aprii of 2000, Due to clerical error, Alliance Group filed its first 499 Form (FCC Form 499-S)
in September of 2000. It atterapted to file its 2000 FCC Form 499-A on Apnil 13, 2001. This Form
was identified at line 509 as a "Revised filing™. A copy of this Form 499-A is attached as Exhibit A.

By letter dated June 7, 2001, the Universal Service Administrative Company (the
"Administrator”) rejected the Form 499-A, stating in relevant part that "We are unable to accept the
revision because it was not filed within one year of the original submission”. The June 7, 2001 letter
from the Administrator is attached as Exhibit B.

On July 2, 2001, Alliance Group submitted its Letter of Appeal to the Administrator. A copy of
the letter of appeal with attachments is attached 2s Exhibit C. Inits Letter of Appeal, Alliance Group
submitted that its 2000 Form 499-A report should be accepted for filing notwithstanding the fact that
it was late filed. As Alliance Group had not initially filed 2 2000 Form 499-A, the Letter of Appeal
also included an additional, original 2000 Form 499-A identified "Original filing" and containing the
same information as the previously rejected filing.

The Letter of Appeal also spoke to the fact that the Administretor was, evidently, using its
arbitrary rejection of Alliance Group’s 2000 Form 499-A as the pretext for mistakenly and
unjustifiably invoicing Alliance Group for grossly overstated universal service support mechanism
charges. As discussed below, these charges were calculated and reallocated to Alliance Group by a
process never explained by the Administrator. They obviously derive from reported 1999 revenues
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associated with U. S. Republic Communications, Inc. ("U. S, Republic™), a Texas Corporation
wholly owned by Vartec Telecom Holding Company, a Delaware Corporation,

In response to the Letter of Appeal, the Administrator on Qctober 1, 2001 issued its
"Administrator’s Decision on Contributor Appeal", attached as Exhibit D. On the question of its
willingness to accept for filing any Alliance Group 2000 FCC Form 499-A, the Administrator now
invoked the apparently unwritten rule that -a filing will not be accepted if submitted more than one
year after the date of the initial filing or the date when the initial filing was due. This decision,
apparently unsupported by any authority beyond the Administrator’s own arbitrary preferences,
would forever preclude Alliance Group or other contributors from filing a 499-A report of 1999
interstate end user telecommunications revenues after April 1, 2000, whether an initia] filing was
made or not. (Such & nule, if it existed, would prevent a contributor from ever filing a revision
reporting increased 1599 end user revenues or newly reporting revenues. It seems extremely doubtful
that the Administrator would, in fact, be.competled by rule to refuse to accept any such late filing,
If there were in fact such a rule, no contributor would even be able to supplement its previous filing
with increased numbers and pay the resulting additional contributions).

The Administrator has exceeded its authority by arbitrarily rejecting Alliance Group’s year 2000
499-A, by electing to adopt U. S. Republic’s 2000 499-A and by adopting or applying unadopted
rules to interpret and construe g purchase and sale Agrecment between private parties. The
Administrator is not authorized to engage in rule making or interpretation of the type done here. 47
C.F.R. §54.702(C).

In the Decision (Exhibit D), the Administrator states that, in fact, Universal Service Support
Mechanism charges to Alliance Group in year 2000 were "based on U. $. Republic’s FCC Form 499-
A submitted in September 2000". The Administrator has declined to provide Alliance Group with
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a copy of U. S. Republic’s September 2000 Form 499-A or other information. Obviously if filed in
September 0f 2000, the 499 report the Administrator chose to accept was filed well past the due date.
Nevertheless, the Administrator has mistakenly chosen to adopt U. S. Republic’s report and transfer
all resulting charges to Alliance Group.

Alliance Group acquired some but not =zll assets of U. S. Republic under a Purchase and Sale
Agreement dated December 23, 1999 (Exhibit E). As Alliance Group pointed out in its Letter of
Appeal dated July 2, 2001, U. S. Republic continued in existence until at least March 22, 2001.
(Exhibit F). On information and belief, U, 5. Republic continued in operation after completion of its
transaction with Alliance Group at least throughout calendar year 2000 and continued to serve a
portion of the customer base that had generated 1999 revenues. The Administrator billed U. S.
Republic on a monthly basis for Universal Service Support Mechanism charges until June of 2000
and was paid in whole or in part. (ExhibitH). Asshown by the June invoice to U. S. Republic, these
charges from the Administrator were paid by U. S. Republic until June. The Administrator has
declined to furnish any of this information to Alliance Group, taking the position that all the account
information of U. S. Republic is confidential,

In August of 2000, U. S. Republic sent Alliance Group invoices and a demand that it be
reimbursed for some l;mymmt. (Exhibit G ); Through means unknown to Alliance Group, U. S.
Republic apparently also persuaded staff at the Administrator to issue credits for all year 2000
invoices to the U. S. Republic account and to charge Alliance Group, over the last four months of
calendar year 2000, over $763,717.56 in universal service support mechanism charges, late charges
and other charges. (Exhibit H),

This reallocation of charges from U. S. Republic to Alliance Group occurred virtually without the
participation of Alliance Group and, it appears, by means of ex-parte communications by U. S.
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Republic to the Administrator. Lori Terraciano of USAC has stated to counse! for the Alliance
Group that she reviewed the Purchase and Sale Agreement of December 23, 1999, that it was her
interpretation of the Purchase and Sale Agreement that invoices issazed in calendar year 2000 were
to be paid by Alliance Group and that if the terms of the Purchase and Sale Agreement had been
drafted differently, she might have reached the opposite conclusion. (Exhibit J). When asked by
what authority staff'was reviewing the Purchase and Sale Agreement and makiag such determinations
in virtual secrecy, staff furnished Alliance Group’s counsel with a copy of a staff proposal which it
represented had been circulated and approved at a meeting of the Board of Directors of the
Administrator in January 2000. A copy of this staff paper and the minutes of the relevant Board
meeting are attached as Exhibit I. Whether the staff proposal was, in fact, identical to one circulated
at the Administrator’s Board meeting is doubtful and whether the Board has the authority to adopt
such general rules is extremely doubtful. Asdescribed in the Declaration of Alliance Group’s counsel
filed herewith (Exhibit J), the actual minutes of the Board meeting do not specifically incorporate
staff's recommended guidelines.

This decision was implemented by the Administrator issuing an extremely confusing series of
credits and charges starting in July of 2000. It appeared from the combination of credits and charges
in September that Alliance Group’s liability was virtually zero but by loading in accelerated charges
over the last four montbs of the year 2000 and by taking away credits, the net resuit was the
imposition of $763,717.56 in charges to Alliance Group, together withy substantial late payment
penalties.

The Board does not have authority o adopt such rules and policies. It does not appear that the
Board itself actually participated in any part of this process and instead, staff has undertaken to take
all of the described actions. Certainly, staff does not have authority to secretly construe agreements
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and adjust accounts. If either staff or the Board had authority to take these actions, neither would
be entitled to do <o in secrecy.

The Purchase and Sale Agreement of December 23, 1999 in fact does pot provide that invoices
during calendar year 2000 based on U. S. Republic’s 1999 revenues were to be paid by Alliance
Group. (In its letter, Exhibit G, U. S. Republic’s parent asserted to Alliance Group that the December
1999 invoice and all subsequent invoices which it had been receiving for a number of months were
payable by Alliance Group). In fact, the December, 1999 invoice to U. S, Republic was based on U.
S. Republic’s year 1999 499-A filed the previous April. USAC invoices during the first half of
calendar year 2000 were based on U. S. Republic’s 499-8 presumably filed in September of 1999 and
reporting U. S. Republic revenues for the first six months of 1999. USAC invoices to U. S. Republic
for all of calendar year 2000 would have been based on U. S. Republic’s year 2000 499-A, reporting
revenues for calendar year 1999.

Alliance Group did not, in fact, genorate or receive any interstate or international end user
telecommunications revenues in respect of any part of the U. S. Republic customer base in 1999. U.
S. Republic should have (and probably did) file its 499-A in April of 2000, completing its report of
its end user revenues in 1999, which then generated USAC invoice billings during calendar year 2000
to U. S. Republic.

If, as claimed by U. S. Republic in Exhibit G, Allience Group was to pay USAC invoices received
by U. S. Republic in December 1999 and thereafier, the Purchase and Sale Agreement could bave
plainly said so. Had Alliance Group generated end user revenuesin 1999 in respect of U. S. Republic
custormers, which it did not, Alliance Group might have been obligated to pay a fraction of U, 8.
Republic’s USAC invoices in calendar year 2000. Alliance Group did not generate any end user
revenues from the former U. S. Republic customer base until calendar year 2000 which it duly
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reported on its 499-S in September of 2000 and which, under the practice at that time, resulted in
USAC invoices in the first half of calendar year 2001. (The procedure has now changed so that the
September 2000 499-5 resulted in USAC invoices during the first quarter of 2001. The 2001 499-A
resulted in invoices during the second quarter of 2001 and subsequent quarterly 499 reports result in
monthly USAC invoices for quarterly periods).
.
CONCLUSION

On de novo review, Petitioner requests that the Commission direct the Administrator to accept
Alliance Group's year 2000 499-A for filing. Petitioner requests that the Administrator be directed
to reverse and credit the charges including late charges and penalties assessed against Alliance Group
based on U. S. Republic’s 2000 499-A filing or other filings and the Administrator’s interpretation

of the purchase and sale agreement between U, 8. Republic and Alliance Group.

Respectfully submitted,

ALLIANCE GROUP SERVI

David G. Crocker
Lawrence M. Brenton

EARLY, LENNON,

CROCKER & BARTOSIEWICZ, P.L.C.
900 Comerica Building

Kalamazoo, Michigan 49007

(616) 381-8844

Its Counsel

October 29, 2001



CERTIFICATE OF SERVICE

1, Teresa J. Rayman, hereby certify that the foregoing "Petition for Review" was served this 29*
day of October, 2001, by depositing a true copy thereof with the United States Postal Service, first
class postage prepaid, addressed to:

D. Scott Barash, Esq.

Vice President & General Counsel
Universal Service Administrative Company
Suite 600

2120 L Street, NW

Washington, D.C. 20037 i "

Vs

Teresa J. Rayman
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heet Approval by DS
2000 FCC Form 4939A Telacommnﬂl’callonﬂsnd Reportfng Work g, ce 3080-0855

101 Fler 408 1D [ you don't inow your mumber, contact tha adminisirator al (§73)-560-4400.

Imamumﬂa.“«ﬂﬂwﬂnﬂl«ﬁmwﬂm%’_&m.l 820411
102 Legal pame of reporiing entlty Allisnce Group Services, Inc.
103 ¢ ntfication 06-1502829
194 Name teiscommunications sarvios piovider 18 doby) business as l Alllance Group Services, Inc.

108 Principal communications business [Chack tha ane thal bes! describers the reparting ently - see disclions, Chack ong bax only.]

3 caprcLec (] ColkaatPCS/SMR twirsiess telephany nct, by resale) [] incumbert LEG (] Interaxohianga Carrer (XC)
[ Locet Rasellar ] Operator Senvce Provider (OSP) [] Paging & Messaging L] Payphane Servics Provider
) Prepaid Card ) Privale Service Provider [ Satsilie
() Shered Tenan Sarvice Provider [ eMR (dispatch) Toll Reseer [] wireless Data
it Othor Local, Dther Mcbaa or Other Tal i chacked, [ Otrer Local (T other Moile L) Otter Taii
describe currier type / sanvioe provided:

106_Halding compeny (Al filissd comanies sy sscur sne narme bese) Alliance Group Services LLC

107 FCGC Registrafion Numbar (FRN) friot requirad for Anxl 2000 fiing]

108 Management company [if carier is managed by anothar entity)

108 Complele malfing addres of reporting entty Alliance Group Services, Inc.
comorats hagdquartars 1221 Post Rd

Westport CT 06880

110 Complate business addreas jor customer inquiries and complaints

[¥ diflerent from sddress entared on Line 109]
- 111 Velsphone number for cusiomer inquirles and complainis (203 } - 8459600
" 112 Ali trads names that you Uss In providing lelecommunications sarvicaa. This should

Inciude 8 nameas by which you ars Wdentified on caustomer bils. {2 -
a Alliance Platinum h
b USEC |
c Telquest Advantage Plus
d Alliance Group Services, Inc. k
e i
t

1
Use an addifonal sheet if nocessary. Each neporiing entity must provide al names used for carrier aciviies.

PERSONS MAKING WILLFUL FALSE STATEMENTS IN THE WORKSHEET CAN BE PLNISHED BY FINE OR IMPREONMENT UNDER TITLE 18 OF THE UNITED STATES CODE, 18 US.C. §1001

2

FCC Farm 4864
February 2000



201 Fiar 48810 firom Line 101)

2000 Fc Form 498A Telecommunications Reporting Workshpet

Page 2

820411

202 Legal narme of reporting enilty ffrom Line 102}

Alliance Group Serwvices, Inc.

203 Pavson who completed inis worksheet

Patrick D, Grocker, Attormey

204 Telephone rumber of this parson

(616 ) - 381-B844

205 Fax number of this pemon

(616 } - 349=8525

208 Ecinalt of this person

telecougroup@earlylennon,con

207 Corporwts affice, alin, narme, and maling
addreea to which futiire Telecommunications
mwmmuum

Patrick D. Crocker, Attorney
900 Comerica.-Bldg

Kalatszoo ML 49007

208 Biling adkiress and bifing contact pecson:

[Pan administraiors will send bills for contibutions o this
addresa. Planss atlach a wiitten raquasi for alismative
biffing arangsments. |

210 Telaphona number of D.C. sgent

208 DE. Agant for Service of Pmosss per 47 U.8.C 413

Patrick D. Crocker, Attorney
900 Comerica Bldg

{202)- 296-2222

211 Fax number of D,C. agent

{301)- 229-2783%

212 E-mall of D.C. agert

213 Compleria business address of D.C. agent

| 1155 15th St WW Ste 502

for hand service of documents Washiogton BC 20005
214 Allornata Agent for Servics of Process {oplional) Patrick D, Crockex, Attorney

© 215 Telephons number of sitemats agent

(616) - IRI-AKAEL

216 Fax number of stanala sgect_

(616 1. 349-8525

217 E-mai of attemals sgant

telecomgroup@earlylennon, com

218 Completa business address of sitamaie
agont for hand servios of documents

900 Comerica Bldg
Kalamazoo MI 49007 -

PERSONS MAMING WILLFUL FALSE STATEMENTS IN THE WORKSHEET CAN BE FUNISHED 8Y FIN-E DR IMPRISCNMENT UNDER TITLE 18 OF THE UNIVED STATES CODE, 18 U.S.C. 51001

o
February 2000



2000 FCC Form 498A Telecommunications Reporting Worksheet

820611

Paged

302 Legal rame of reporting snllty (fom Une 102]
Report Bllled Reverue tor Jinuary | Frough Decerber 31, 1990 '

Ua nol report any negative numbers. Dollar amounls may be rounded to

Total
the nearest houeand dallars, However, repon all amounts as whole doliars.,

Reveous

y- ﬁum Survice
Federal Universal Servics Support

+

Rusale

by Other

Contrituriars

303 Mandhly service, ocal caling, comnection chargas, vertical fealures,
and ofher loeal exchrange amrvice indixding subacriber Sns and
PICC charges to XCs
4  Provided as unbundied natwork alements

Ing
¥ treakouty i 1ot book Bragkouls
amounis, entar whola
4 Intamational
Reverue

b Provided under other amangements

304  Fer mirusta charges ©r ariginating or laminating cals
2 Provided wunder staby or federal access tadlf

b Provided ss unbundisd nebwork slaments of oiher COMract amangamant

305 Local private line & special sccoss

306  Payphane companeation fram (ol camiens

307" Ofher local lelscomemuniCalions 30IvVics MVENes

cppre pe

308 Universal swrvice support rvenus necetved fram Federsl or State Sources

P CERNY DRI 8 roeecniiry] A0

6 Manthly, aclivation, and ol

fessage charges except

310 Operelor and tod calls with aksmative biling armangements (credt

card, colleot, inlermational cali-back, atc.)

. 311 Onfinary Long Dislance (MTS, cuslamer Loll es BO0/AGG
sarvica,

pass-through, and swilched services ot reporied above)

3,535,713

931,597 1,326,282

312 Long Gslance private ine sanvices

0

313 Saleffle setvices

0

EL]

3]

PERSONS MAKING WILLFUL FALSE STATEMENTS IN THE WORKSHEET CAN HE PUNISHED BY

FWE OR IMPRISONMENT UNDER TITLE 18 OF THE UNTED STATES COOE, 18 USC. §1001
TOG Form 400-A
February 2000



