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December 1, 2010

VIA FEDERAL EXPRESS
Federal Communications Commission
Office of the Secretary
9300 East Hampton Drive
Capitol Heights, MD 20743

RE: In the Matter of Request for Review by Fulton Telephone Company,
Inc. of Decision of Universal Service Administrative Company

CCDocket~c ~ a.
Dear Siror Madam: CJ~et ,.,0. ot· 1-1
I represent Fulton Telephone Company, Inc. ("Fulton") of Fulton,
Mississippi. Pursuant to 47 C.F.R. § 54.716, please consider this letter
Fulton's formal appeal and request for review of action taken by the High
Cost and Low Income Division of the Universal Service Administrative
Company rUSAC'). Specifically, Fulton seeks review of one finding of a
follow-up audit of Fulton for Study Area Code 280455 conducted on behalf
of the USAC Internal Audit Division and the Federal Communications
Commission Office of Inspector General for the period July 1, 2006
through June 30, 2007. This appeal regards finding number two in the
audit entitled "HC-2009-FL070-F02: Improper Methodology used in
Affiliate Pricing of B&C Services."

The follow-up audit, performed by KPMG LLP ("KPMG" or "the auditors"),
alleges that improper methodology was used in affiliate pricing of billing
and collection services and carrier access billing systems. The auditors
allege that NexBand Communications, Inc. ("NexBand"), which provides
services to Fulton, is an affiliate of Fulton. KPMG states that an affiliate
must use a fUlly distributed cost methodology to determine its charges for
billing and collection services and carrier access billing systems. Fulton
did not use a fUlly distributed cost methodology in 2004 and 2005 because
NexBand is not an affiliate of Fulton. USAC and its auditors allege that
this resulted in Universal Service Fund disbursements being $14,137.00
higher than if a fUlly distributed cost methodology was used. Additionally,
the audit questioned the reasonableness of the billing service costs
charged by NexBand to Fulton. Please see the attached correspondence
from USAC which includes a copy of the follow-up audit of Fulton.
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VIA FEDERAL EXPRESS
Federal Communications Commission
Office of the Secretary
9300 East Hampton Drive
Capitol Heights, MD 20743

RE: In the Matter of Request for Review by Fulton Telephone Company,
Inc. of Decision of Universal Service Administrative Company
CC Docket No. 96-45 , .

Dear Sir or Madam:

I represent Fulton Telephone Company, Inc. ("Fulton") of Fulton,
Mississippi. Pursuant to 47 C.F.R. § 54.716, please consider this letter
Fulton's formal appeal and request for review of action taken by the High
Cost and Low Income Division of the Universal Service Administrative
Company ("USAC"). Specifically, Fulton seeks review of one finding of a
follow-up audit of Fulton for Study Area Code 280455 conducted on behalf
of the USAC Internal Audit Division and the Federal Communications
Commission Office of Inspector General for the period July 1, 2006
through June 30, 2007. This appeal regards finding number two in the
audit entitled "HC-2009-FL070-F02: Improper Methodology used in
Affiliate Pricing of B&C Services."

The follow-up audit, performed by KPMG LLP ("KPMG" or "the auditors"),
alleges that improper methodology was used in affiliate pricing of billing
and collection services and carrier access billing systems. The auditors
allege that NexBand Communications, Inc. ("NexBand"), which provides
services to Fulton, is an affiliate of Fulton. KPMG states that an affiliate
must use a fully distributed cost methodology to determine its charges for
billing and collection services and carrier access billing systems. Fulton
did not use a fully distributed cost methodology in 2004 and 2005 because
NexBand is not an affiliate of Fulton. USAC and its auditors allege that
this resulted in Universal Service Fund disbursements being $14,137.00
higher than if a fully distributed cost methodology was used. Additionally,
the audit questioned the reasonableness of the billing service costs
charged by NexBand to Fulton. Please see the attached correspondence
from USAC which includes a copy of the follow-up audit of Fulton.

• • • •
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Fulton disputes KPMG's claim that NexBand is an affiliate of Fulton.
Pursuant to 47 C.F.R. § 32.27(c)(2), "when services are purchased from
or transferred from an affiliate to a carrier, the lower of fair market value
and fully distributed cost establishes a ceiling, above which the transaction
cannot be recorded... ." Fulton does not dispute that services purchased
from an affiliate must be recorded at fully distributed cost, rather Fulton
contends that NexBand does not meet the plain meaning of the definition
of an "affiliate" as defined in 47 U.S.C. 153(2) and 47 C.F.R. § 153 (1)
which state that "[t)he term "affiliate" means a person that (directly or
indirectly) owns or controls, is owned or controlled by. or is under common
ownership or control with, another person." "For purposes of this
paragraph, the term "own" means to own an equity interest (or the
equivalent thereof) of more than 10 percent." 47 U.S.C. 153(2); 47 C.F.R.
§ 153 (1). NexBand is not an affiliate of Fulton because the owners of
NexBand do not in any way own or control Fulton. Also, the audit cites 47
C.F.R. § 32.27(c)(3), which states that "[a]1I services received by a carrier
from its affiliates(s) that exist solely to proVide to members of the carrier's
corporate family shall be recorded at fully distributed costs." Fulton
contends that NexBand does not meet the definition of an affiliate, so
§32.27(c)(3) does not apply. However, even if NexBand was considered
an affiliate, it provided services to a company other than those in Fulton's
corporate family, so this particular provision requiring the use of fully
distributed costs also does not apply.

Fulton is fully owned by Fail, Inc., which is a wholly owned subsidiary of
Fail Telecommunication Corporation. Fail Telecommunication Corporation
is owned by Charles Fail and Dorothea Fail. NexBand is owned by Donna
Alexander and Cy Fail, the son and daughter of Charles and Dorothea
Fail. The auditors argue in their report that NexBand's services to Fulton
should be evaluated under affiliate transaction rules "due to the close
business and familial relationships between the owners of Fail, Inc. and
NexBand. More specifically, the owner of NexBand is an employee of
[Fail Inc.) and is also the daughter of the owner of Fail
Telecommunications, Inc. [sic]."

While it is true that the owners of NexBand are related to the owners of
Fail, Inc. and work for Fail, Inc., such a relationship does not meet the
plain meaning of the definition of an affiliate because the owners of
NexBand do not in any way directly or indirectly own or control Fail, Inc.,
Fulton. or Fail Telecommunication Corporation. Charles and Dorothea
Fail have complete, ultimate, and exclusive control of Fail, Inc. and Fulton.
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Donna Alexander and Cy Fail are merely employees of Fail, Inc., and
have no voice or control over its management activities either directly or
indirectly. Donna Alexander and Cy Fail clearly do not meet the definition
of "own" or "control." The only way to own or control a company is by
owning shares of stock in that company. Neither Donna nor Cy owns any
shares of stock in Fail, Inc., Fulton, or Fail Telecommunication
Corporation, so they clearly do not fall within the definition of "own" in the
statute, which requires owning an equity interest of more than ten percent.

NexBand fails to meet the definition of "affiliate" because NexBand is
owned by Donna Alexander and Cy Fail whereas Fulton, Fail
Telecommunication Corporation and Fail, Inc. are owned by Charles and
Dorothea Fail. Further, NexBand did not exist "solely to provide services
to members of the carrier's corporate family' as alleged by the audit.
During the period of this audit, NexBand also provided services to a
telephone company that was wholly unrelated to Fulton and its corporate
family. Therefore, 47 C.F.R. §32.27(c)(3), which would require Fulton to
use a fully distributed cost methodology, does not apply.

NexBand may not be considered an affiliate simply because Donna
Alexander and Cy Fail are employed by and related to the owners of Fail,
Inc. KPMG's allegations of "close business and familial relationships"
between the owners of Fail, Inc. and NexBand in no way cause NexBand
to meet the plain meaning of the definition of "affiliate.' The auditors are
not allowed to use their own interpretation of affiliate; rather, they must
follow the clearly stated terms set out in the definition in the statute. When
interpreting the meaning of statutes, the United States Supreme Court has
held that one must "begin with the familiar canon of statutory construction
that the starting point for interpreting a statute is the language of the
statute itself. Absent a clearly expressed legislative intention to the
contrary, that language must ordinarily be regarded as conclusive."
Consumer Prod. Safety Comm'n v. GTE Sylvania, 447 U.S. 102, 109
(1980). Based on the plain meaning of the definition of affiliate Fulton
and NexBand are not "affiliates.' Accordingly, USAC is not entitled to
recover $14,137.00 that they allege Fulton owes.

Additionally, even if a fully distributed cost methodology did apply to the
billing and collection charges from NexBand to Fulton, the costs paid by
Fulton were reasonably in range with billing and collection costs of other
similarly situated companies. Fulton obtained a comprehensive analysis
of the cost of end user customer billing per access line and carrier access
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billing per access line from John Slaurulakis, Inc. ("JSI"), a nationally
renowned telecommunications consulting company. The data from JSI
showed clearly that Fulton's payments of $3.00 per access line for
NexBand's end user customer billing and $2.55 per access line for
NexBand's carrier access billing systems were in the same range as
prices paid by similarly situated telephone companies which were included
in JSI's analysis. Please see attached for a copy of the analysis by JSI.

The audit alleges that Fulton should pay $1.50 for customer billing and
$1.28 per for carrier access billing based on what the auditors call a
"comparable contract" that they use as an example. These amounts are
drastically less than the amounts supported by JSI's analysis. As shown
by JSl's analysis, the average amount paid for per access line customer
billing by similarly situated companies was $3.29, and the average amount
paid per access line by similarly situated companies for carrier access
billing was $2.05. NexBand's charges of $3.00 and $2.55 were
reasonable and KPMG's suggested billing amounts are not an accurate
estimation of the cost of such services. Additionally, the auditors were not
aware of the billing features provided by NexBand. Such knowledge is
necessary to obtain an accurate price for billing services. Also, the
auditor's single contract was based on Information from one particular
company, whereas JSl's study was based on multiple similarly situated
companies. The billing and collection costs paid by Fulton were
reasonable based on amounts paid by similarly situated companies and
based on the billing features received.

NexBand is not an affiliate of Fulton according to the plain meaning of
"affiliate" as defined in the United States Code and the Code of Federal
Regulations, and therefore Fulton is not required to use a fUlly distributed
cost methodology and is not required to repay USAC. Further, NexBand
provided service to a company wholly unrelated to Fulton or its corporate
family, so C.F.R. §32.27(c)(3) does not apply even if NexBand met the
definition of an affiliate. Additionally, the costs charged by NexBand to
Fulton are reasonable and supported by JSl's study of billing and
collection costs paid by similarly situated companies. The costs argued by
KPMG are not a realistic estimate of the costs charged to Fulton, nor was
the sole "comparable contract" used by KPMG accurate due to KPMG's
lack of knowledge of the billing features provided by NexBand.
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I look forward to your response to this matter. You may contact me at the
address contained herein or at my email address,
wellls@youngwilliams.com. Should you have any questions, please do
not hesitate to contact me.

Sincerely yours,

SWE:jsm

Enclosures

C: Universal Service Administrative Company, High Cost and Low
Income Division, with enclosures
Fulton Telephone Company, Inc., with enclosures
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High Cost and Low Income Division

Cerlified Mail. Return Receim Reque.we,'

September 28. 20 I0

RE: Results of the Follow-Up Audit to the 2007·2008 Federal Communications
Commission (FCC) Office ofthe Inspector General (OIG) Audit

Dear Beneficiary:

Enclosed are the finalized report from. Md the USAC High Cost Management ltesponse
to. the follow.up audh to your FCC OIG audit. Included in the High Cost Management
Response may be directives required lor the closure ofaudit findings and/or comments.
Please complete My such follow-up measures and provide documentation of corrective
actions to USAC High Cost within 60 days of receipt of this letter. if applicable.

As is the case with any administrative decision made by USAC. yOll havc thc right to
appeal findings and/or comments within the audh and High Cost Management Response.
You may appeal to USAC or the FCC. and the appeal must be filed within 60 days of
receipt of this letter. Additional information about the appeals process may be found at
hnp:llwww.uS<1c.orgfhc/aboutlfiling-apoeals.aspx.

If you have any questions. please contact the High Cost Program at 202·776-0200 or
hcaudit.<;IQ)lIsac.org. Please direct all High Cost audit correspondence to eithcr the e-mail
address above or:

USAC
Alln: HC Audits
2000 L Street. NW
Suite 200
Washington. DC 20036

Sincerely,

High COSI Progmm Management

Enclosure: Final Audit Report

"2000 L Street, N.W. SuKe 200 Wesh1n~on. DC 20036 Votce 202.n6.0200 Fax 202,176.0080 www.usac.org
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Follow-up Audit Number: HC-2009-FL070
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Performance audit for the Universal Service Fund
disbursements made during the twelve-month period
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Prepared for: Universal Service Adminlslralive Company

As ofDale: July 27, 2010

KPMGLLP
160I Markel Street
Philadelphia, PA 19103
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KPMG UP
1601 Markel Street
PhiladelPhia. PA 19103-2499

EXECUTIVE SUMMARY

July 27. ~OIO

Mr. Wa)'ne SCOll. Vice President - Intemal Audit Division
Univers.1 Service Administrntive Comp.ny
~ooo L Street. N.W.. Suite 200
W...hington. DC ~0036

Dear Mr. Scott:

This report presenls the r~suhs of our work conducted to address Ihe performance audit objectives
relative to the Fullon Telephone Company. Study Area Code (-SAC") No.280455. ("FTC" or
"Beneficiary") for disbursements 01'$887,664, made from the Univers.1 Service Fund ("USF") during
the twelve-month period ended June 3D, 2007. Our work was performed during the period from
April 21. 2010. to July 27.2010, and our resulls are as of July 27. 2010.

We conducted this perfon••nce audil in accordance with genernlly accepted government auditing
standards. Those standards require that we plan and perfonn the audil to obtain sufficient. appropriate
evidence 10 provide 11 reasonable basis for our findings and conclusions based on our audit objectives.
We believe Ihat the evidence obtained provides a reasonable basis for our findings and conclus;<lns
based on our audil objectives.

The objective of Ihis perfonnance audit was to evaluate the Beneficiary's compliance with the
applicable requirements of 47 C.F.R. Pan 54. Subparts C. D. and K. Part 36. Subpart F. and Part 3~.

Subpart B. of the Federal Communlcalions Commission's ("FCC") Rules as well as FCC Orders
governing Vniversal Service Support for the High Cost Program ("HCP") relative to disbursements of
5887.664. made from the VSF during the twelve-month period ended June 30. ~007.

As our report further describes. KPMG identified the following as a resull of the work pertilnned:

I, HC-2009-FL07Q-FOt; lnaceurate Centralized Cost AlIocaUons • Centralized cost nllocations
(Management Fees) charged by lhe Operating Company to the Beneficiary totaling $~.347.940 per
ycar in 2004 and ~005 were improperly computed, resulting in VSF disbursements being $385.31 ~

higher than they· would have been had amounts bccn reported properly.

Z. HC-2009-FL070-FOZj Improper Methodology use<! in Affiliate Prleing of Billing apd
Collection Servic.. ·The Beneficiary's affiliate did not use a fully distributed cost methodology 10
delennine its charges to the Beneficiary for Billing and Collection scrvices in ~004 and ~005,

resulting in VSF disbursement. being 514.137 higher than they would have been had amounts
b""n reported properly.

J. HC·2009-FL070-FOJ: Non-AlJo£8ljog or Property Taxes' The Beneficiary did not allocate
Property Taxes related to General Support Facilities used in Ihe conduct of non-regulated

Page 3 of 18

lU'IIICUJI".~)""H""~ .
... IJ ..._ ..... llltl1>lIIG~......e:-.1W
1-.urtlO~._.....,



aClivities in 2004 and 2005; resuhing in USF disbursemenlS being S1.254 higher than Ihey would
Mve been had amounts been reponed properly.

4. !JC.2009-FL070-F04: Ina«urale Part 64 Cosl Siudy Adjuslments • The Beneficiary did nol
reeord the income tax impacts of Pan 64 Cost Study expense adjustmenls when reponing thc
respeetive regulatcd expense amounts on the USf Forms; resulting in USF disbursemenls being
53.092 lower Ihan they would have been had amoonts been reponed properly.

5. HC-1009-FL070-F05; Inaeeurate Ineome Tax Exnenses· The Beneficiary's Federal and State
Income Tax expense was overstated In 2004 by 58.568 and understaled in 2005 by 52.195;
resuhing in USF disbursements being 51.056 higher Ihan they would have been had amounts been
repuned properly.

Based on Ihe above results. we eslimate that disbursements made 10 the Beneficiary from the USF lor
,he HCP for lhe twelve-month period ended June 30. 2007 were 5399.115 higher' than Ihey wnuld
have been had amounts been reponed properly.

In addition. we also noted olher mailers IMl we Mve reported to the managemenl of the Beneficiary in
a scparale lener daled July 27. 20 IO.

This performance audil did not constitute an audit of finoncial statements in accordance with
Govemmem Auditing Standards. KPMG was nOl engaged 10. and did not render an opinion on the
Beneficiary's internal controls over financial repoJ1ing or over financial management systems (for
purposes of OM B's Circulat No. A·127. Fillol/cial Manallemom .~I'.<lems. July 23. 1993. as revised).
KPMG caulions that projecting the results of our evaluation 10 fUlure periods is subjecl'o the risks thaI
controls may become inadequate because of changes in condilions or because compliance with comrols
may deteriorate,

Sincerely,

I The combined ellilimated monetary impacts of Ihe t1ndings may not equal the sum of individunt nndings to the
extent Ihst individual findings indirectly Impact olher findlRg5. For example. certain findings mny impact the
catoBorization of certain assC1 types and/or modify apportionment factors that apply to other individual findings
when considered in combinalion. The individU4J impact amounts discussed above cons-ider only the direct impacl
.rthe noted finding.
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USF Universal Service Fund

BACKGROUND
Progpm Oyerview

USAC Is an Indepen<lcnl nOl·f0l'-l'rofil corporalion lhaI operates under the direction of the FCC pUISllant
to 47 C.F.R. ParI 54. The purpose ofUSAC Is to administer lhe USF through four support mechanisms:
High Cost; Low Income: Rural Heallh Care: and Schools and Llblllries. These four support mechanisms
ensure thai all people regaJdless of IocaIlon or income level have affordable acc:ess 10 telecornmunleatlons
and Information services. USAC is Ihe neutral administrator of Ihe USF and may nol make policy,
Interpret regulations or advOCale regarding any maner of universal service policy.

The HI&II Cost Support Mechanism, also known as the HCP, ensures thai consumers in all regions ofthe
nation have access 10 and pay rates for telecommunications services Ihal are reasonably comparable 10
those services provided and rates paid in urban areas, regardless of localion or economic strata. Thus, the
HCP provides support for telecommuniCalions companies (Beneficiaries) thaI offer services 10 consumers
in less-popul81ed areas. The HCP conslslS orthe following support mechanisms:

I. HCL: HCL support is available for rural companies operating In service areas where the COSI 10
provide service exceeds 115% of the nallonal average cost per line. HCL support includes the
following two sub-components:

a. SNA: SNA support Is available for carriers thaI make significant Invesll1lellt In tural
Infrastrue1Ure In years when HCL support is capped and Is Intended 10 provide caniers with
addillonal Incentives to invesl in their networks.

b. SVS: SVS support is available to rural carriers thai acquire high cost exchanges and make
substanlial post-transaction inveslmenlS to enhance network InfraSlrueture.

2. HCM: HCM support is available to caRiers serving wire centers in certain slates where the fol'Wlll'd
looking COSlS to provide service exceed lhe national benchmark.

3. LSS: LSS is available 10 rural Incumbenl carriers serving 50,000 or fewer lines and is designed 10
help carriers recoup some ofthe high fixed switching COSIS of provldlna service to fewer customers.

4. ICLS: ICLS is available to rale-of.....lum Incumbent carriers and competllive carriers. and is designed
10 help caniers offset InterslaIC access charges and to permit each rate-of-retum carrier to recover its
common line revenue requirement, while ensuring thaI lIS SLCs remain affordable 10 its customers.

5. IAS: lAS is available 10 price-cap incumbent carriers and competitive carriers, and is designed 10
01Tset interstaIC access char&es for price cap carriers.

USAC enP&ed KPMO to conduct a performance audit relating 10 the Beneficiary's compliance with the
applicable requirements of 47 C.F.R. Part 54, Subparts C, 0, and K, ParI 36, Subpart F, and ParI 32,
Subpart B, of the FCC's Rules as well as FCC Orders aovemlng Universal Service Support for lhe HCP
relative to dlsbursemenlS of S887,664, made from lhe USF during the twelve-month period ended June
30,2007.

Ben,nciary Oyeryiew
Fullon Telephone Company. Inc. (SAC No. 280455), the SUbject of this performance audit, Is an ILEC,
Rural, COSI Company with competition In lis study area and received LSS, ICLS, SNA and HCL suppon
for the twelve-month period ended June 30,2007. The Beneflcilll'l' is located in Fulton, Mississippi and
has Its corporate offices In Bay Springs. Mississippi. The Beneficiary Is subject 10 regulation bY the
MSPC with respect to intrastaIC services and the FCC with respect 10 interstate services.
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The Beneficiary is 100% owned by Fall Inc. (the "Operating Company"), a wholly owned subsidiary of
the Fail Telecommunications Inc. (the "Parcnl"). The Parent is controlled by the Fail family. The
Beneficiary's Affiliates. also owned by the Parenl. include Chickamauga Telephone Corporation, Molllld
Bayou Telephone Corporation, bolh ILECs and OulfPlncs Communications. a CLEC.

In addition to these affiliates. the Beneficiary is also related to NexBand. a provider of non-regulated
services 10 the Beneficiary's customers. NexBand also provides B&C services to the Beneficllll')' and Its
affillales and Is owned by a member of the Fail family. Accordingly. transactions between the
Beneficiary and lIS affiliates were reviewed as pan ofthis performance audit.

The following table iIIusuates the High COSI supporl dlsbul1Cd by USAC 10 the BenefICiary for each
quarter durlnl the Iwelve-month period ended June 30, 2007 by fund type:

Quarter Elided Total DCL LSS ICLS SNA
Disbunellle.ts

September 30. 2006 S176,517 SI23.972 SIII.6OO $(59.055) S
December 31, 2006 176.865 124,320 111.600 (59,055)
March 31, 2007 267.000 78.036 76,569 92,880 19,515
June 30. 2007 267.282 128,886 15.657 92.830 29,859

Total S887.664 $455.214 S315,426 $67,650 $49,374
SoU1Ce: USAC

Perfo....nse Audit Approach

The High Cost support received by the Beneficiary during the lwelve-month pCrlod ended June 30, 2007.
was based 01\ lhe followllli annual financial and operalional dala submilled by the Beneficiary 10 NECA
and USAC:

• 2005-1 and 2006-2 HCL Forms, based on caJendaryear 2004 and 2005 dill, respeclively, as well as
subseqllClll updated dash filiJlg$ lubmllled via the 2005·2 and 2006-3 HCL Forms based on data for
the \Welve-month periods ended March 31, 2006 and June 30, 2007, respeclively.

• 2005 LSS Form, based on calendar year 2005 data.
• 2004 FCC Form 509, based on calendar year 2004 dala.
• Written notice ofeligibility for SNA based on calendar years 2001and 2002.

These Forms capture the lotals of ce"aln pre-designated OIL Accounts including all asset accounts that
make up TPIS as well as certain deferred liabilities and operallng expenses. subject to the allocation
between regulated and non-regulated activities (Pa., 64 Cost Allocalions). the separation betwcen
inleJ'slale and intraslale openltlons (Part 36 Cost Separations) and the separation betwcen access and non
access elements (PaI1 69 Cost Separations). In addition. the Beneficiary is required 10 submit cel1aln
annual invesunent data, Including the categorization orCOE and C&WF on the USF Forms.

PrIor to this perfonnance ludit. USAC had engaged KPMO to perform a compliance anestalion
exarninalion of the Beneficiary's compliance whh the applicable requirements of 47 C.F.R. PaI1 54,
Subparts C. 0, and K. Pa.,36. SUbpan F. and PaI1 32. Subpan B. of the FCC's'Rules as well as FCC
Orders governing Universal Service Support for the HCP relallve to disbulllements of S887,664, made
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lTom the USF during the twelve-month period ended June 30, 2007. KPMO noted during the planning
phase ofthe compliance attestation enpiCment that the Beneficilll)' lacked supporting documentation for
the following:

Asset balances reported on USF Fonns

Affiliate Transactions between the BenefICiary end its non-regulated affiliates

In connection with the compliance attestation engagement, KPMO had inspected the AsselS and Affiliate
Transactions and noted that support for a sipificant portion of the information subject to examination
was noI available. Based on tills cilcumstllJlee, KPMO was unable to perfonn test procedures related to
various assets and IXpeIUeS, involving affiliate transae1ions, reported on the USF Fonns and withdrew
&om the engagement, as It was unable to ascertain management's compliance with the applicable
requirements or 47 C.F.R. Part 54, Subparts C, 0, and K, Part 36, SubpartF, and Part 32, Subpart B, of
the FCC's Rules as well as FCC Orders aoveming USF ror the HCP wllh respect 10 disbursements made
lTom the USF for the twelve-month period ended June 30, 2007.

For this performance audit, KPMO conducted test procedures relative to assets and affiliate tl'llllS8Clions
as noted below:

CPRsIAssm

The Beneficiary was able to provide CPR data for COB assets but did not maintain CPRs for OSF and
C&WF assets. As underlying documentation supporting assets (CPRs) was not available for OSF and
C&WF assets, KPMO performed alternative procedures based on OIL details of tIIese assel accounts
between 1999 and 2005, along with COE balances reflected on December 21, 2005 CPRs, to assess the
reasonableness and accuracy orlbe assets recorded as ofDecember 31,2005.

KPMQ utilized the assel account history (1999 - 2005) 10 make a sample selection. The assel account
history covered 50% (QSF - 34%, COE - 100% and C&WF - 14%) of Gross Asset balances. KPMQ
selected a statistical sample of QSF, COE and C&WF assets in service during the performance audit
period that were lC$s than 100% depreciated. KPMO's procedures to evaluate lhe Beneficilll)"s asset
balances as or December 31,2004 and 2005 Included an evaluation of the Benefieilll)"s methodology to
support the asset account balances and categorizaIlons, physical Inspection of Benefielill)' assets and
statistical sample testing of the actual/estimated historical costs of the assets In service during the
perfonnance audit period. In order 10 determine the reasonableness or the assel cost estimates on the
CPRs, the Benefielill)' provided third-party Invoices where available, work orders, and other supporting
documenlatlon.

IIjJUlal, T"mmctlons

Significant affiliate transaelions were Idemif.ed per review of lhe audiled financial statements and
through Inquiry ofthe Benefieilll)'. Affiliate transaetions Included services provided by the Benefielill)' 10
its affiliates as well as services received &om affiliate companies.

KPMO's procedures 10 evaluate the n:asonableness of the affiliate lransactlons Included sample testlni of
the affiliate transactions by reviewing the Inlercompany receivables and payables accounts recorded In the
Benefiellll)"s trial balance and testin. ofsupport behind recorded transacllons.
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OBJECTIVES, SCOPE AND METHODOLOGY

Obiecti....

The objective of this performance audit was 10 evaluate the Beneficiary's compliance with the applicable
requirements of47 C.F.R. Part S4, Subparts C, D, and K, Part 36, Subparl F, and Part 32, Subpart B, of
the FCC's Rules as well as FCC OIdelll eovemlng Unlvelll8l Service Suppon for Ihe HCP relative to
disbursements of$887,664, made lI'om the USF during lhe twelve-month period ended June 3D, 2007.

The scope of this perfonnance audit includes, but Is not limited to, reviewing USF Fonns or other
correspondence and supponing documentation provided by lhe Beneficiary, assessil1llthe methodology
used 10 prepare Of support the USF Fonns or other correspondence, and evaluating disbulllemeni amoWlts
made or potentially due based on liIings of USF Forms or other correspondence relative to disbmsements
made fi'om the USF during lhe twelve-month period ended June 3D, 2007. To the extenl required, our
procedures were ex1eoded to activities of the Beneficiary's affiliates and other related-panles 10 oblaln
sufficient infonnation upon which to make our assessment.

KPMO Idenlified the following areas of focus for this perfonnance audit based upon our risk assessment:

I. Materiality Analysis

2. Assets

3. COE categorization

4. C&WF ClIICgorIzation

S. Taxes

6. Part 64 Cost Allocations

7. Related-Parties/Affiliate Transactions

MllhodoJpsy

This perfonnance audit Includes procedures related to the high cost suppon mechanisms for which ftmds
were received by the Beneficiary during the dlsbulllemenl period July I, 2006 Ihrouah Jwte 3D, 2007.
The procedures conducted during this perfonnance audit include an analysis ofthe following:

I. Prlor period engagements (e.&-, audilS, studies, etc.) that are significant wilhin the context of the
current audit objectives related to assessing risk, detenniningthe nalura, timing and extent of current
audit work. and evalualing corrective actions taken to address findings and recommendations,
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2. Material accounts included In the 2005-2 and 2()()6.3 HCL and 2005 LSS Fonns. and the 2004 Fonn
S09 selected for sample testing in lheA~ test procedures.

3. Framework and approach established by the Beneflchuy 10 support the CPRs ftcm 2004 and 2005.

4. Asset balances and categorization to evalll8Ie the reasonableness of \be asset valuation. underlying
OIL balances ofISseIS and asset-related accounlS, and classification and c:alegorizatioo ofassets.

5. Methodologies and procedures used to perfonn the COE and ColWF asset categorizations.

6. Tax expense and related ISsei and liability balances in speclflc lax accounts recorded in the OIL.

7. Part 64 Cost Alloeatlon methodologies Including the appropriateness of allocation flIctors, evaluation
ofdata sources and \be frequency ofthe upda1es 10 the cost appollionmem studies.

8. Affiliate transactions 10 determine the appropriateness ofaffiliate transaction pricing and management
fee allocations.

, KPMG ..... a ..adrlCd ........ _ling -1IodoIoaY to ..loci 4'-. ampIcs r_ lIIe malCrial ......... IdcmIt1<d in lIIe
200",2 aod 200603 HCL aod 2005 LSS FORnI, aod lIIe 2004 l'ann 509. Far lIIe pcrtlInnonce__KPMG ........ four
SUll1L SlnIum .... _ of 16 wiIh ..""isk". va__$79.026 IIld $210.374. ad WOI ....pled at 100%.
SInIl two""'- or33 ...... wilh isMIoo v.I..._n $27.115 and $79.025. and 7 ....pIes """' ..__1bI•
....1 5_""""""""of" wllh uialtloo vahm _ 517.003 and $27,114. ood'_Ia_..IOded
_ llIis......... SInItom four _ or 109 willi ocquililloo val.......ween so and 517.002. and 17 ..pies ""'"
.._ r_ lhis_m.
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RESULTS

KPMG's perfonnance audit results include a listing of findings, recommendations and management's
responses with respect 10 Ihe Benefieiary's compliance wllh FCC requirements. and an estlmale of the
monetary impacl of such findings relalive 10 47 C.F.R. Pan 54, Subparts C, D, and K, Part 36, Subpart F,
and Part 32,- Subpart B. applicable 10 lhe disbursements made from Ihe USF during the Iwelve-month
period ended June 30, 2007. KPMG also noted other mailers thlll we have reported 10 the management of
the Beneficiary In a sepatale leiter dilled July 27. 20 IO.

Flgdlpp, Ree91ll1llelld8t1oDI aad Beaefteiary ResUDAses

KPMO's performance audil procedures identified five siJlllificant findings. The findings along with lhe
crllerla, cause, etfeet, recommendation. and the Beneficiary response "'" as follows:

1. HC.2002-FL07P-fOJi lp,seuAIe CeplglIgd Cost AlIoglkm.

Coadilloa Cenlralized cost allocalions (Management Fees) charged by Ihe
Operating Company 10 lhe Beneficiary lOlaling $2.347,940 per year in
2004 and 200S were improperly computed. The Operllling Company
U1I1ized a fully dlslrlbuled cost methodology 10 arrive at estimated
cenlrallzed ~osIs to be allocated 10 lhe Benefi~1ary and ilS affilialeS,
based on the Operating Company's 2003 financial stalemenlS.

• The OperIIIing Company included Bad DeblS of SS 11,398 in
centrallzed costs which were allocllled 10 lhe Beneficiary. Thesa
a1loca1ions were made In error as lhe Parent's bad debts should nol
have been included .. part of lhe fully distributed ~OSI alloclllions to
Fulton.

• The Operating Company included taxes of $665,321 in ~enlrallzed

~osIs which were a1loca1ed to the Benefl~lary; however, lhe
Benefl~iary had already recorded a lax lIabilily In lIS ~~ounling

records based on ilS annual operating results.

• The OperatIng Company utilized a 12% Rille of Relum on the net
assets in determining fully distributed cost methodology instead of
using Ihe FCC's authorized rate of 11.25%.

• The Operating Company determined Cash Working CapilaJ' based on
Iotal operating expenses required for 30 days instead of 15 days as
prescribed by the FCC.

• The estimated ~emrallzed ~OSlS were not trued-up for 2004's and
2005's acloal resullS.

, Calcullllon of cuh worldns capilal is pided by • 47 C.F.R. Pan 65, Subpart 0 which prescribes a specific
medIodolocy In calculalins wortios capital based on 1U1l1ead-1ag study. NECA sul:l:csls a simplified ca1culalion
whore Total Amount for Allowances is muhiplied by a lictor of0.041096.
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Criteria

Cane

EII'ect

According to 47 C.F.R. § 32.27(c)(2), "When services are purchased
from or transferred from an effiliate to a curler. the lower offair marltet
value and fully distributed cost establishes a ceiling, above which the
lransactlon cannot be recorded. Curlers may record the transaeljon at an
amount equal to or less than the collin&. so long as that action complies
with the Communications Act of 1934. as amended. Commission Nles
and orders, and is nol otherwise antl-competltive."

In addition. according 10 47 C.F.R.§ 32.27(c)(3), "All services received
by a eurler from Its affillale(s) that exist solely to provide 10 members of
the carrier's cOlJlOrate family shall be recorded at fUlly distributed cost."

Funher, according to 47 C.F.R. § 32.27(e), "Income taxes shall be
allocated among lhe regulated activities of the curler, its non-regulated
divisions, and members of an affiliated group. Under CilCUlllSl8llces in
which income laXeS are determined on a consolidated basis by lhe curler
and OIher members of the affiliated group, the income tax expense to be
recorded by the carrier shall be the same as would result if determined
for the carrier seplll'lllCly for all time periods. exceptlhat the laX effeet of
carry.back and carry·forward operating losses, investment laX credits, or
other tax credits generated by operations of the curier shall be recorded .
by the curler during lhe period in which applied in settlement of the
laXeS otherwise attributable 10 any member, or comblnalion of members,
oflhe affiliated group."

The BeneRchll)' incorrectly Included cenaln Operating Company
expenses in the calculation of centralized costs. Additionally. the
BeneRchlly used an incorrect rate of return and an incomct cash
working capital faclOr In Its calculation of centralized costs. The
Beneficiary did nol have adequate processes and controls in place to
review the fully distributed cost components used in calculation of
centralized costs or to utilize the correct rate of return and working
capital factors.

The exceptions identified above have an impact on HCL. LSS and ICLS
disbunemenls. The monetary impact of this finding relative to
disbursements made from the USF for the HCP for the twelve-month
period ended June 30, 2007 is estimat~ as follows:

• HCL disbursements calculated in the 2004 and 2005 data submissions
were approximately 5201,308 higher than they would have been had
amounts been reponed properly.

• LSS dlsbursemenls calculated in the 2005 data submission were
approximately 534.543 higher than they would have been had amounts
been reported properly.

• ICLS disbursements calculated in the 2004 data submission WCIC

approximately 5149,461 hi&her tIIen they would have been had
amounts been reponed properly.
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Recommendadon

BeneOelary Respollle

The Beneficiary should enhance policies and procedures governing Ihe
delenninalion of cenlralized COS1S using a fUlly dlslributed COSI
melhodology in acc:onlance wilh lhe affil iale 1I1lIISlIclion rules.

Fullon Telephone Company (Fullon) has already laken steps. to
implemenl policies and procedures 10 assure that ils Centralized Costs
arc In compliance wilh 47 C.F.R. §32.21 Affiliate Transaclion Rules.

2. HC..200?:FlA7Q-f02; Improper Metbod*n ugd 19 Afllliate Prtsite of Me Smis"

Coadhlo.

Crlterlll

NexBand did nOl utilize a fully dlslribuled COS! methodology 10 calculate
BolC chqes to Ihe Beneficiary for 2004 and 2OOS.

The Beneficiary incurred BolC COSls of 5360,919 and $309,47S for
customer and CABS billing. respectively, In 2004 and 5328.$SS and
5286.921 for CUSlOlllCr and CABS billing. respectively, In 200S.

The BenefICiary provided KPMG with example customer bills which
indicated charges of 53.00 for customer BolC service and $2.55 for
CABS BolC services.

KPMG was unable 10 obtain supporting documenlalion from the
Beneficiary for lhese COSIS. Accordingly, to assess the reasonableness of
lhe BoltC CoslS, KPMG obtained. c:omparable contracl for a beneficiary
wllh a similar BolC IIITlInJCl11enl wilh ilS affiliale. In this instance the
affiliate charged 51.50 per customer bill under a fully distributed cost
melhodolollY, representing 50% of amount chlll'&ed by NexBand 10 !he
Be~lary.

We were unable 10 identify a similar c:ontrael for CABS billing.
Accordingly, we utilized !he ratio nOled above to Creale an estimated
rully dlslributed cost amoulll for CABS billing. Using !he SO% factor.
NexBand CABs billing would be approximalely 51.28 per invoice.

Acc:ording 10 41 C.F.R. § 32.27(c)(2), MWhcn services are purchased
from or lransferred from an affiliate 10 a carrier, lhe lower of fair market
value and fully distributed cost establishes a ceiling. above which Ihe
lran.sacllon cannol be recorded. Carriers may record the lransaction at an
amounl equal to at less lllan !he ceiling. so Iona as lbal action c:omplles
wilh lhe Communicalions Act of 1934, as amended, Commission rules
and orders, and Is nol otherwise antl·competltlve."

In addillon, acc:ordlnglo 47 C.f.R.§ 32.11(c)(3). "All services received
by a carrier from Ils affillate(s) lbat exist solely to provide 10 members of
the carrier's corporate family shall be recorded at rully dlslribuled COSI."

The Benelkiary's Affiliate did nOl ulilize a rully distributed cost
methodology in dctennlnlng BoltC costs charged 10 and recorded by the
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Effect

Recommeadatlon

BeDefiela.,. RespoDII

KPMG RespoDII:

Beneficiary. In addilion, \he Benellciary did not have adequate processes
and conlrOls In place 10 _iew the fully distributed cost componeRlS
used in calculation of Bke charges.

The exception identified above has an Impact on LSS and ICLS
disbunemenlS. The monetary impact of this finding relative to
dlsb_menls made from \he USF for \he HCP for \he twelve-monlh
period ended June 30, 2007 is estimated as follows:

• LSS disbunements calculated In \he 2005 daIa submission were
approxlmalely S5,913 higher lhan they would have been had amounts
been reported properly.

• ICLS disbursemenls calculaled In \he 2004 dBla submission were
approximately S8,224 higher than \hey would have been had amounts
been reponed properly.

The Beneficiary's affiliate shouid perform a comprehensive analysis 10
detennine Ihe fully distributed COSI of providing cuslomer and CABS
B&C services 10 lhe Beneficiary, In accordance wl\h Ibe affiUBle
lransaclion rules.

Fullon does nol agree with KPMO's assenion lhal \here is an affillale
arrangemenl between Fulton and the bllllng company, NexBand. As
defined by lhe CommuniCalIons Act of 1934 Sec. 3. [47 U.S.C. 153(1)].
the tenn "affiliate" means a person thai (directly or indirectly) owns or
controls, Is owned or controlled by, or Is under common ownership or
control with, another person. There Is nel\her common ownenhip nor
control between Fullon and NcxBand.

The rales thai Fullon is being charged by NexBand are based on
blstorical date from a prior billing company. Therefore, Fulton does not
agree wllh KPMO's finding that NexBand's billing charges constitute
overcharges.

We believe lhat NexBand's MC services to the Benellclary should be
evaluated under the affiliate transaction rules due to lhe close business
and familial relationships between lhe ownen of Fail Inc. (Operating
Company) and NexBand. More specifically. \he owner ofNexBand Is 811

employee of tbe Operaling Company and is also the daughter of tbe
owner ofFall TelecommunlCaliollS, Inc. (Parent Campeny).

3. HC.2"Ml.07O-f03: Nop.AIIoC;'tIop or Property TIm

Condhioa The Beneficiary did 110I allocate Propeny Taxes related 10 OSF assets
used In lhe conduci of non-regulated aclivitles In 2004 and 2005 as
required. The Beneficiary a110Ca1ed 3% of OSF Assets and relaled,
Accumulated Depreciation. Depreciation Expense and General Support
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Crilerla

Cause

Effect

Expenses to non-regulated activitl.. but failed to allocate related Property
Tax... Property Tax balances in 2004 and 2005 were 581,188 and
591,712, respectively.

According 10 47 C.F.R. § 32.I2(b), "The company's financial records
shall be kept with sufficicnt particularity to show fully the facts pertaining
to all entries in these accOlDlts. The detail records shall be tlled In such
manner as to be reecilly accessible for examination by representatives of
this Commission."

According to 47 C.F.R. § 32.14{c), "In Ihe application of detailed
accounting requirements conlained In this pari, when a regulated activity
Involves Ihe common or joint use of assets and resources In the provision
of regulated and non-regulated products and services, compani.. shall
account for these activities within Ihe accoums prescribed in this S)'Slem
for lelephone company operations. Assets and expenses shall be
subdivided In subsidiary records among amounts solely assignable to non
regulated activities, amounts solely assignable to regulated activities, and
amounts related 10 assets used and expenses Incurred jointly or In
common, which will be allocated between regulaled and non-regulated
acllvllies."

According to 47 C.F.R. § 64.90I(a), "Carriers required to separate lbelr
reaulated costs from non-regulated COSIs shall use the aUributable cost
method ofCOllI aliocation for such purpose."

According 10 47 C.F.R. § 64.902(bXiii), "When neither direct nor indirect
measures of cost allocation can be found, lhe cost cateaory shall be
allocated based upon a general allocator computed by usllll the ratio ofall
expenses directly assigned or IIItributed to regulated and non-regulated
activities."

The Beneficiary did nol have adequate procedures and comrols over the
review and approval ofPan 64 Cost Allocations ofcommon or joint costs
between regulated and non·regulated activities to ensure lhat all costs
related to non-regulated activities were properly allocated.

The exception identified above has an Impact on HCL, LSS and ICLS
disbursements. The monetary impact of this finding relative to
disbursements made from the USF for the HCP for the twelve-month
period ended June 30, 2007 Is estimated as follows:

• HCL dlsbursemems calculated in lbe 2004 and 2005 data submissions
were approximalCly 5718 hlaher than the disbursements would have
been had amounts been ",ported properly.

• LSS disbursemcms calculated in the 2005 data submission were
approxlllllllCly 563 higher than the disbursements would have been had
amounts been reported properly.
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• ICLS disbursements calculated in the 2004 data submission were
approximately $473 hi&her than the disbunements would have been
had amounts been reported properly.

Recommeodallon The Beneficiary should establish, documenl and Implement procedures
10 addms the preparation, review and approval processes related 10 the
Pari 64 Cosl Allocations of common or jolnl costs. In addillon, Ihe
Benefielill)' should dlreclly assign COSls 10 rellulated and non-regulated
..Ilvities 10 the extenl pcssible. In instances where direct assiglUnent Is
not pcssible, the Beneficilll)' should perform an appropriate Sludy for lhe
assets and expenses 10 ollOCllle common or joinl COS!S belween regulated
and non-replated acllvilies.

Beneficiary'. Response Fulton will establish procedures for Ollocalins conespcnding Property
Tax adjustments reloled 10 lhe Part 64 Cost AlIocaIlons of common or
joinl costs belween reguloled and llOlHeIIulated activilies for compliance
with 47 C.F.R. § 64.901(a) and § 64.902(b)(liI).

4. HC.2009:FLQ7Q.f1H; I_mlgk Part 64 Cost Study AdlUJtmspU

Condllio.

Criteria

Cause

ElTect

The Benefielill)' did nol record the income lax impocts of Pari 64 COS!
Study expense adjustments when repcni"ll the respective regulated
expense amounts on the USF Forms as required.

Accordlns 10 47 C.F.R. § 32.I2(a),"The company's financioJ records
shall be kept in occordonce with llCnerally accepled occountlns principles
10 the extenl pcrmined by this system of DCcoums."

Accordlnilio 47 C.F.R. § 32.12(b), "The company's financial records
shall be kept with sufficienl pIII1lcularll)' 10 show fully the focts
penainins 10 all entries in these accounts. The delall records shall be
filed in such manner as to be readily accessible for examinallon by
represcnlalives oflhis Commission."

The Benefielill)' did nOl have oppropr!ate oversight controls In-ploce 10
identify thai Its pan 64 COSI Siudy expense adjUSlmenls were not tax
alTected In its MCL and LSS form submissions, as required. ,

The excepllons noled above impacl lhe B_ficllll)"s MCL, and LSS
disbursements. The moneta'Y impact of Ihis findlns relative 10
disbwllemenlS made from the USF for the HCP for the twelve-month
period ended June 30, 2007 Is estimated as follows:

• HCL disbursements calculated in the 2004 and 200s data submissions
were approximately S2,750 lower than Ih. disbursements would have
been had amounls been reported properly.
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• LSS disbursemenlS calculated in the 2005 data submission were
approximately $342 lower than the disbursements would have been
had amounlS been ..,ported properly.

Reeo.llleadalion The Beneficiary should tax-affcct Part 64 Cost Study expense
adJUSlments prior to reporting on the USF FoRns, using Ihe effective
income tax rate.

BeaeRclary's Respoase Fullon's Cost Consultant, John Staurulakls, Inc. (JSI) has Instituted
additional procedures 10 comply with the need to tax-alfcct Part 64 Cost
Study expense adjustments, !eRective ofeffective Income tax rates, prior
to ..,porting on the USF Forms.

5. HC..2009-FL01O-Q5i InasePflte JpSOIDC Ttl Kip',,"

Coadilio.

Criteria

Cause

Effect

RecoauoendadoD

The Beneficiary's Federal and State Income Tax expense was overstated
In 2004 by $8.568 and undcnlated in 2005 by 52.195 in ils accouming
teCOrds and USF Forms.

According 10 47 C.F.R. § 32.J2(a)."The company's tlnanclal records
shall be kept in accordance with generally accepted accounling principles
10 the extent pcrmilled by this system ofaccounlS."

According to 47 C.F.R. § 32.12(b), "The company's financial teCOrds
shall be kepi with sufficient particularity to show fully lhe facts
pertaining 10 all emries in lhese accounts. The detail records shall be
tiled in such manner as 10 be readily accessible for examinalion by
representalives oflhis Commission."

The Beneficiary's accumulaled depteCiation calculated on tlnallax forms
dlffeted from source data for asset disposals and transfers. The
accumuJaIcd depteeiation amounts reflecled for asse1 disposals and
lransfers on tax tilinll5 were adjusted 10 retleCl accurale lransaction
IU1IOUIIlS; however, lhe book balances we.., nol adjusted 10 reflect lhe
same.

The exceptions identitled above have an impact on HCL disbursemenlS.
The monetary impact of Ihis finding relalive 10 disbursements made from
Ihe USF for lhe HCP for the !Welve-monlh period ended June 30, 2007 Is
estimated as follows:

• HCL disbursements calculaled in lhe 2004 and 2005 dala submIssions
we.., approxlmalely $ J,056 hlaher than the dlsburscmants would have
been had amounts been reported properly.

The Beneficiary should enhance processes governing calculation of
income tax amounts to ensure compliance with FCC Rules and Orders.
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Beaern:iary RespoDSe

Conelplop

fulton Telephone ComJlllll)', along with their tax accountant, will
implement procedures to ensure that future income tax amounts are
calculated in compliance with fCC Rules and Orders.

KPMG's evaluation of the Beneficllll)"s compliance with the applicable requirements of 47 C.f.R. Part
54, Subparts C, 0, and K, Pari 36, Subpart f. and Part 32, Subpan B, based on revised USF Forms or
other correspondence identified Part 64 Cost Stud)' a1loe:atlons, property and Income taxes. and afflilate
transaction findings relative to the disbursements made from the USf durin, the twelve-month period
ended June 30. 2007. Delailed Information relative to the findings is described in the findings,
Recommendations and Benefielill)' Response section above.

KPMO evaluated the USF disbursements made based on earlier filings of USf forms, as compared to
those which would have been made based on the revised filings or other correspondence. The combined
estimated monetary impact· of Ihese findings as follows:

Disbunement Mouetary Impact
Meeha.1Im Overpa)'llll!llt

HCL 5200.332

LSS 540,626

ICLS 5158,157

Total Impact S399,1l5

• 11Ie combiJled e.limated monetary impaclS of the fUldIop may nol equal the $Om of individual findinp 10 the
extellI IhaI individual findl.... lndire<:tl)' Impact other flndinas. for example, eertaln findinas may iJnpacl the
C8ICBOrizllion or ccnain assel \)'pes and/or modIf"o appon"",menl lietoll Ihal apply to othar Individual flndinp
when considered in combinllion. The Individual impact _ discllSlld above consider only Ihe di_ impact of
the noted findIna.

Page 18 of18


