Beforethe
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of )

Connect America Fund : ) WC Docket No. 10-90
A National Broadband Plan for Our Future : ) GN DetcMo. 09-51
Establishing Just and Reasonable Rates for : ) Wek&@dNo. 07-135
Local Exchange Carriers )

High-Cost Universal Service Support ) ) WC Docket B5-337
Developing an Unified Intercarrier ) ) CC Docket.N0d-92
Compensation Regime )

Federal-State Joint Board on Universal Service : ) DoCket No. 96-45
Lifeline and Link-Up )) WC Docket No. 03-109

PETITION FOR CLARIFICATION AND/OR RECONSIDERATION

Rock Hill Telephone Company d/b/a Comporium (“RétiK”), Lancaster
Telephone Company d/b/a Comporium (“Lancaster’)t Kbll Telephone Company
d/b/a Comporium (“Fort Mill”), PBT Telecom, Inc.ldla Comporium (PBT), and
Citizens Telephone Company d/b/a Comporium (“CitgZg (collectively “Comporium”)
pursuant to Section 1.429 of the rules and reguiatof the Federal Communications
Commission (“FCC” or “Commission”) hereby seek nesideration and/or clarification
of certain financial reporting requirements requiregvately-held rate-of-return carriers in

the Report and Order’ in the above captioned proceeding.

! Connect America Fund; A National Broadband Plan for Our Future; Establishing Just and Reasonable
Rates for Local Exchange Carrier;, High-Cost Universal Service Support; Developing an Unified
Intercarrier Compensation Regime; Federal-State Joint Board on Universal Service; Lifeline and Link-Up,
WC Docket Nos. 10-90, 07-135, 05-337, 03-109, CCkaoNos. 01-92, 96-45, GN Docket No. 09-51,
Report and Order and Further Notice of Proposeémaking, FCC 11-161 (rel. Nov. 18, 201 1Ré¢port



I ntroduction

In its Report and Order, the Commission requires all privately held rateeturn
carriers receiving high-cost and/or Connect AmeFuaad (“CAF”) support to submit a
“full and complete annual report of their finana@ahdition and operations as of the end
of their preceding fiscal year, which is audited aertified by an independent certified
public accountant in a form satisfactory to the @aasion, and accompanied by a report
of such audit? The financial report is part of an annual repartiequirement set forth
in a new Section 54.313 of the Commission’s rukegsuant to the new Section 54.313,
the report will be due annually by April 1, withetlfirst report due by April 1, 2012, and
must be filed with the FCC, USAC and either thevaht state commission or relevant
authority in a U.S. Territory, or Tribal governmeas appropriat® The Report and
Order requires that the financial report “should be mpdelicly available.*

Rock Hill, Lancaster, Fort Mill, PBT, and Citizeage all privately held rate-of-
return carriers that are subject to the new fir@meiporting requirements. The
Comporium companies do not object to providing@oenmission, USAC and the
relevant state commissions with reports of theiaricial condition on an annual basis.
On the contrary, the companies strongly supporCiamission’s goal of ensuring
accountability and oversight for recipients of higyst and CAF support. As further

described herein, however, in setting forth this\dee, thdreport and Order fails to

and Order”). The Report and Order was published in the Federal Register on Nov. 912t 76 Fed.
Reg. 73830-73883.

2 |d. at para. 598 The Report and Order further states that the annual financial reporti shelude
“balance sheets, income statements, and cash fadensents along with necessary notes to clarify the
financial statements. The income statements deatize revenue by its sourcedd.

¥ The Commission delegated authority to the WieelCompetition Bureau to modify the April 1, 2012
deadline “as necessary to comply with the requirgmef the Paperwork Reduction Actltl. at para. 581,
n. 961.

* 1d. at para. 602.



take into account practical realities for rate-eturn carriers in providing such reports.
These operational facts result in the new requirgsienposing unnecessary costs and
burdens and establishing a reporting time deadtatewill be impossible for many, if

not all, carriers to meet. Accordingly, Comporiugrdin provides fact-specific detail

regarding these practical realities for the Comirss consideration. Comporium also
offers specific suggestions that will enable thenGussion to fulfill its objective without
inadvertently imposing unnecessary administrativelen and impractical time-frames.

1. The Report and Order Should Clearly Statethat Carriersare Not Required to
Submit Separate Audited Financial Reportsfor Each Study Area

TheReport and Order fails to address situations, such as exist with @anmm,
where audited financial reports will cover multigleidy areas under common ownership
or control that utilize consolidated audit repofitee Commission appears to indicate that
rate-of-return carriers will submit audited finaalaieports by study area when it states,
“[blecause Part 32 of our rules already requiresiinbent carriers to break down
accounting by study area, it should provide an @atewicture of how recipients are
using the high-cost support they receive in paldicstudy areas>™While it is true that
Part 32 requires rate-of-return carriers to breakrdaccounting by study area, this does
not necessarily mean that carriers with multiplelgtareas will have readily available
auditedfinancial reports by study area. For example caltin Comporium follows Part
32 in its accounting processes, the audited firsdor all Comporium rate-of-return
carriers are included in a single, consolidatedtaegort published at the parent

company level which includes both regulated and-megulated affiliated companiés.

®|d. at para. 599.
® Comporium has found that this practice increaffaiencies. A single audit report for all affiies helps
keep accounting expenses manageable.



If the Commission intends for companies with npldtistudy areas to submit
audited financial reports on a study area basswbuld indeed be extremely
burdensome for Comporium and other companies withipte study areas under
common ownership or control that utilize consolatbaudit reports. For Comporium,
this would mean significant cost increases and adsnative burdensComporium’s
CPA firm estimates that would charge an additional $200,0@develop separate
attested audit reports for each Comporium studg.arkis would be a significant
increase to a corporate operating expense; a kenee that the Commission has
determined should be limited “to help ensure tlaatiers use such support only to offer
better service to their customers through prudaeitify investment and maintenance,
consistent with their obligations under section(®54’ Further, he consolidated audit
Comporium undergoes each year consumes a condelarabunt of internal human
resources and any additional time spent on sepgrtte audited financial data by study
area would create a significant administrative bard

The underlying data that the Commission seeksaahttvement of the necessary
scrutiny that underlies the Commission’s decismegtablish the new reporting
requirements can be realized in a more efficiemimeawithout substantially increasing a
carrier's operating expensdr financial reporting compliance in the state®wthe
Comporium companies operate, the relevant statenissions, the North Carolina
Utilities Commission and the Public Service Commoisf South Carolina, are
concerned with ensuring necessary oversight oflaégnli carriers just as the Commission

is concerned. These regulatory authorities, howelenot require that each company

" Report and Order at para. 229 citinfederal-State Joint Board on Universal Service, CC
Docket No. 96-45, Report and Order, 12 FCC Rcd 88980, para. 283 (1997) (subsequent history
omitted).



take on the administrative and financial burdentberwise unneeded costly individual
company audits. To satisfy annual reporting conmgka these authorities require oaly
basic balance sheet, income statement and a feyoring schedules accompanied by an
affidavit signed by an officer. No audit report WiICPA attestation is required.

Accordingly, Comporium urges the Commission toifyaand/or reconsider its
decision and revise its rules by determining ttmahpanies with multiple study areas
under common ownership or control may suldmagic financial schedules (Balance
Sheet, Profit and Loss and Supporting Schedulesefulated operations only,
accompanied by an officer affidavBuch financial reporting is sufficient for two sat
commissions to ensure an adequate level of overaighaccountability and thus should
sufficiently satisfy the FCC’s goals of providingone oversight and accountability for
recipients of high-cost and CAF support. In theealoge of the requested revision to the
new reporting requirements, the Commission’s ngwméng rules operate in a manner
that is in conflict with the policy statements madéheReport and Order that the
financial reporting requirement would not placagnsicant burden on rate-of-return
companies.
[I1.  TheApril 1 Deadline and Disclosure Requirements Are Not Practical Or
Achievable and Should be M odified

As the Commission is fully aware, the first filidgadline for tax returns is April
15 each year and until that time, CPAs and accotst&re focused entirely on preparing

returns for their clients. However, in tReport and Order, the FCC ignores this reality

8 See, e.g. Report and Order at para. 601. The requirements are also citeldeirFinal Regulatory

Flexibility Analysis in Appendix O, para. 97 in vahi the Commission is supposed to fulfill its requient
to analyze the impacts that its rules will havesorall entities and seek less burdensome alterisatihere
the regulatory impact is likely to be "significartt’ affecting a "substantial number" of these sreatlties.



and mandates that rate-of-return carriers provideaudited financial reports by April 1.
It is Comporium’s understanding that even the aabhtersion of the annual financial
reports which are submitted by Rural Utilities SeeM*RUS”) borrowers and can be
submitted by these companies to satisfy the firmeporting requirement are not due
until the end of April. For Comporium, in furtheff@ts to manage accounting expenses,
Comporium’s audit process begins after our auditractor begins their audits and tax
returns for publicly traded companies. Comporiumspa lower rate per-hour to our CPA
firm, KPMG, in recognition of the delayed start @nThis arrangement has been cost-
effective, convenient and long-standing for bothipa. It has never been an issue
because the companies have never had an Aprihg fikquirement for any financial
schedules or data related to the audit report.

Comporium understands that other carriers hawadidactual circumstances
that lead to a similar operational concern withghecticality of meeting the April 1
filing requirements. While each rate-of-return earmay have differing specific
circumstances, it is evident that the April 1 desgltannot be realistically met. In the
case of Comporium, maintaining the April 1 deadlvauld require Comporium to pay
significantly more to its CPA audit firm even ifglfCommission agreed that the filing
requirement could be met by the filing of the cditsted audit report. The financial
burden would be magnified even further if the Cossiun required Comporium to file
individual non-consolidated audits for each ofdgerating companies.

Comporium understands that not all privately hrale-of—return carriers incur the
expense of an audit by a CPA firm. To the exteat the Commission has expressed its

intent not to impose additional administrative ooeomic burden as a result of its new



reporting requirement, Comporium urges the Comminsgd permit carriers to fulfill the
requirement in a manner that does not cause additburdens, and to set a reasonable
and practical filing date for all rate-of-returnricars irrespective of the filing option the
carrier elects. In addition to the options of sutting an audit conducted by a CPA or
submitting the reports a borrower provides to tlsSRComporium asks the Commission
to clarify that in an instance where several rdtesturn carriers are under common
control, the carriers may submit a consolidatedtakdeferably, and consistent with the
Commission’s overall objective and its expressesirdg¢o work with State regulators,
Comporium asks the Commission to also provide o&teturn carriers with the option
of submitting the same financial information tHagy provide annually to their state
regulators in those instances where the stateatguiequires the submission of financial
information to review annually the financial conadiit and operations of the carrier.

Irrespective of which reporting option a carriesynchoose, there are a multitude
of practical reasons that delay annual financiabaating, and result in the Internal
Revenue Service providing an automatic extensicheApril 15 tax filing deadline to
October 15. Comporium respectfully recommends ttiatCommission revise the April 1
deadline for its new reporting requirement andaadtset the reporting date as October
15 and apply this date, which conforms with acfurgncial reporting practices and
realities, to all rate-of- return carriers.

Further, the Commission should reconsider itsirequent that the financial
reports be rade publicly available. The financial data of rafeeturn companies contain
sensitive proprietary financial information anddi@sure of the information could result

in competitive harm and thus would qualify for cdehtial treatment under Section



0.459 of the Commission’s rules. The financial mepall contain nformation about
revenues and expenses of rate-of-return carriatsrthy help prospective competitors
gain insight into their market strategies, streagtireaknesses, and areas where a
competitor may be able to exercise a competitivaathge. Consequently, in many
instances, the disclosure of such information wdwddn the companies’ competitive
positions.
V. Conclusion
The Comporium companissongly support the Commission’s goal of ensuring

accountability and oversight for recipients of highst and CAF suppontowever, the
Report and Order appears to indicate that rate-of-return carrierstrsubmit audited
financial reports by study area to satisfy newritial reporting requirements. For the
foregoing reasons, the Commission should eithem&der or clarify its new
requirements to allow rate-of-return companiesutansit basic financial schedules for
regulated operations only, accompanied by an afaffedavit to be filed annually by
October 15.

Respectfully submitted,

Comporium

By: /sl Matthew L. Dosch

Matthew L. Dosch

Senior Vice President — External Affairs

The Comporium Companies

330 East Black Street

Rock Hill, South Carolina 29730
December 29, 2011



