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September 26, 2013

VIA OVERNIGHT DELIVERY

Marlene H. Dortch, Secretary

Federal Communications Commission
Office of the Secretary

445 12t Street, S.W.

Washington, D.C. 20554

RE: ~ CONFIDENTIAL FINANCIAL INFORMATION SUBJECT TO PROTECTIVE ORDER IN WC DOCKET
NOS. 1090, 07-135, 05-337, 03-109, CC DOCKET NOS. 01-92, 96-45, GN DOCKET NO. 09-
51, WT DOCKET NO. 10-208, BEFORE THE FEDERAL COMMUNICATIONS COMMISSION

Dear Ms. Dortch:

In accordance with the annual reporting requirements of 47 C.F.R. §54.313, Alenco
Communications, Inc. (the Company) has submitted a completed FCC Form 481 to the Commission
via its Electronic Comment Filing System (ECFS). Section 3005 of the Form 481 requires a privately-
held rate of return carrier receiving high cost support to attach financial information pursuant to 47
C.F.R. § 54.313(f)(2). The Company maintains that the financial information is confidential and has
submitted through ECFS a redacted document as an attachment for section 3005 of the FCC Form
481 in WC Docket Nos. 10-90 and 11-42.

Alenco Communications, Inc., by its authorized representative, hereby submits confidential
information pursuant to 47 C.F.R. § 54.313(f)(2), under seal, subject to the Protective Order adopted
November 16, 2012 in the above-named dockets.? The Company is providing to the Office of the
Secretary an original hard copy of the cover letter and one copy of the confidential information.

Two copies of this cover letter and confidential information are also being delivered to Mr. Charles
Tyler, Telecommunications Access Policy Division, Wireline Competition Bureau, in accordance with
the Protective Order.

The confidential information has also been submitted to the Universal Service Administrative
Company through its E-File system as an attachment to the FCC Form 481.
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Each page of the submission which includes confidential information bears the legend,
“CONFIDENTIAL FINANCIAL INFORMATION SUBJECT TO PROTECTIVE ORDER IN WC DOCKET NOS. 10-
90, 07-135, 05-337, 03-109, CC DOCKET NOS. 01-92, 96-45, GN DOCKET NO. 09-51, WT DOCKET
NO. 10-208, BEFORE THE FEDERAL COMMUNICATIONS COMMISSION”

In addition to the above-referenced Protective Order, the confidential information is also protected
from disclosure to the public pursuant to 47 C.F.R. §0.457 and 0.459. The confidential information
is competitively sensitive information and should not be available for public inspection. The
confidential information includes financial information, access line counts and subscriber counts for
certain services, and route mile data. Release of this confidential information would have a
substantial negative competitive impact on the Company. Therefore, the confidential information
submitted is appropriate for non-disclosure under sections 0.457(d) and 0.459. Justification for the
confidential treatment of this information is provided in the Appendix to this letter, pursuant to 47
C.F.R. § 0.459(b).

Two copies of the redacted confidential information and cover letter are also being filed
simultaneously with the non-redacted confidential information, in accordance with the Protective
Order. The redacted version of the cover letter for this filing and each page of the file where
confidential information has been omitted is marked “REDACTED - FOR PUBLIC INSPECTION.”

This cover letter includes no confidential information and the text is the same in both the non-
redacted and redacted versions except for the confidentiality markings.

Please contact me if you have any questions.

Sincerely,

Jean Langkop
Authorized Representative for
Alenco Communications, Inc.

JL/pif

Enclosures

cc: Mr. Charles Tyler, Telecommunications Access Policy Division, Wireline Competition Bureau,
Federal Communications Commission, 445 12t Street, S.W., Room 5-A452, Washington,
D.C. 20554 (2 hardcopies of non-redacted submission via USPS.)
Mr. Sid Applin, Alenco Communications, Inc.




APPENDIX

Alenco Communications, Inc. (the Company) requests confidential treatment of certain
information submitted with its 2013 annual reporting requirements as a privately-held rate
of return carrier and high-cost recipient in Docket No. 10-90. The information is required by
47 C.F.R. § 54.313(f)(2) and includes detailed financial information, line/loop counts and
subscriber counts that is competitively sensitive. Disclosure of this confidential information
would have a substantial negative impact on the Company. Such information would not
normally be made available to the public and should be afforded confidential treatment
under both 47 C.F.R. §§ 0.457 and 0.459. In addition, the confidential information is
protected from disclosure under the November 16, 2012 Protective Order in the above
referenced docket.

47 C.F.R.§ 0457

Specific information in this filing related to the Company’s financial data and
loop/subscriber counts is confidential and proprietary as “commercial or financial
information” under section 0.457(d). Disclosure of this information to the public would risk
revealing company-sensitive proprietary information and have a harmful competitive effect
on the Company’s operations. Therefore, this information should be considered “Records
not routinely available for public inspection.”

47 C.F.R. § 0.459

Specific information related to financial data and loop/subscriber counts, and route mile
data is also subject to protection under 47 C.F.R. § 0.459 as demonstrated below:

Identification of the specific information for which confidential treatment is sought

The Company requests that all financial data, and loop/subscriber counts and route mile
data be treated on a confidential basis under Exemption 4 of the Freedom of Information
Act. The Company maintains this information is confidential, competitively sensitive data
not normally made available to the public. Release of this information would have a
substantial negative competitive impact on the Company. The non-redacted version of the
cover letter for the Company’s submission and each page of the file containing confidential
information is marked, “CONFIDENTIAL FINANCIAL INFORMATION SUBJECT TO PROTECTIVE
ORDER IN WC DOCKET NOS. 10-90, 07-135, 05-337, 03-109, CC DOCKET NOS. 01-92, 96-
45, GN DOCKET NO. 09-51, WT DOCKET NO. 10-208, BEFORE THE FEDERAL
COMMUNICATIONS COMMISSION.”

Identification of the Commission proceeding in which the information was submitted

The information is being submitted in compliance with 47 C.F.R. § 54.313(f)(2) and is to be
filed in WC Docket No. 10-90. Privately held rate of return carriers that receive high-cost
support must complete the FCC Form 481 to include a full and complete annual report of
the company’s financial condition and operations as of the end of the preceding fiscal year
(sections of which the Company is requesting be afforded confidential treatment).



Explanation of the degree to which the information is commercial or financial, or contains a
trade secret or is privileged

The information designated as confidential is detailed financial information including a
balance sheet, income statement, cash flow statement, and operating reports that include
access line and subscriber counts and route mile data that is competitively sensitive
information not normally released to the public. Access line and subscriber counts and
route mile data, although contained in the financial report is also confidential commercial
information. Release of any of this commercial or financial information would have a
substantial negative competitive impact on the Company.

Explanation of the degree to which the information concerns a service that is subject to

competition and_how disclosure of the information could result in substantial competitive
harm

This type of commercial and financial information is generally not subject to routine public
inspection under the Commission’s rules (47 C.F.R. § 0.457(d)), demonstrating that the
Commission already anticipates that the release of this type of information likely would
produce competitive harm. Release of the information designated as confidential would
allow competitors to become aware of sensitive proprietary information regarding the
operation of the Company’s business and would cause the Company substantial competitive
harm.

Identification of measures taken by the Company to prevent unauthorized disclosure;
availability of the information to the public and extent of any previous disclosure of the
information to third parties.

Alenco Communications, Inc. treats and has treated the non-public information included in
this submission as confidential and has protected it from disclosure to parties outside the
Company. Any financial information required to be submitted to a state regulatory authority
has been filed as confidential information, not available to the public, in accordance with
state rules and/or statutes.

Justification of the period during which the Company asserts that material should not be
available for public disclosure

The Company cannot determine any date on which this information should not be
considered confidential.

Other information the Company believes may be useful in assessing whether its request for
confidentiality be granted

Under applicable Commission rules and court rulings, the information designated by the
Company as confidential should be withheld from public disclosure. Exemption 4 of the
Freedom of Information Act protects information that is commercial or financial in nature;
obtained from a person outside government; and privileged or confidential. The information
in question satisfies this test.
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RENEWALS HAVE BEEN OSTAINED FOR ALL POLIQIES.
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DATE
PART A. BALANCE SHEEY

4. NonAflates TR IR T [T mmm-c.mmm
2. Telocom, Accounts Recelvable 32, income Taves Accrued
. Other Accounts Recelvable 33. Other Taxss Accrued
c. Notas Recsivable 34. Other Curent Lisblities
6. Intorst and Dividends Raculvable 5. Total Curvent Linbitities (25 theu 34)
8. MataialRegulated ONG-TERM DEST
7. Material-Norweguiated . Fundad Debt-RUS Noles
8. Propayments 37. Funded
9. Ofher Curment Assets 38, Funded Debt-FFB Noles
10. Total Cursent Assets (1 Thwu 39. Funded Dabt-Other
INONCURRENT ASSETS - }40. Funded Debt-Rurs! Loan
|11, tavestment in Atiaied
3. Rurai Development
b. Nonrurat Developrment
12, Other Inveshments HE
a. Rural
b. Noorural Davelopment
13. javesiments N
14, Other Noncument Assets
15. Detored Charges
18. Jurisdictions! Differences
17. Yotal Noncisrent Assets (11 thru 16! . Tola) Othar Liabiiles and Dulurad Crodis (47 thru 49)
PLANT, PROPERTY, AND EQUIPMENY : S 1 - JequiTy
18. Telocom. Plantin-Service 1. Cap. Stock Oulstand. & Subscribed
19, Property Held for Future Use T o 52. Agdivonal Paid-in-Capitat
153. Tremsury Stock
D1, Plart 1 & Goodwil [ Is4. Mamberabip and Cap. Canificates
23, Net Plant (18 thre 21 less 22 B p pital Cradis

24. TOTAL ASSETS {10¢17+33)

57. Rotained Eamings or Marp
$3. Total Equity (81 theu 87)
53. TOTAL LIABILITIES AND EQUITY (35+48¢50458)

Tolsl Equily = 48.46% % of Total Assets
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USDA-RUS |BORROWER DESIGNATION
TX0654
OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS PERIOD ENDING
(NSTRUCTIONS- See RUS Bulletin 1744-2 December, 2012

PART B. STATEMENTS OF INCOME AND RETAINED EARNINGS OR MARGINS

PRIOR YEAR THIS YEAR

1. Local Network Services Rovenuss
2. Network Access Services Revenues

3. Long Distance Network Services Revenues

4. Camier Biling and Collection Revenues
5. Miscelianeous Revenues
6. Uncollectible Revenues

7. mommsamsmq
8. Plant Specific Operations Expense

9. Plant Nonspecific Operations Expense (Excluding Depreciation & Amortization)

10. Depreciation Expanse

11. Amortization Expense
12. Customer Operations Expanse

13. Corporale Operations Expense
14. Total Gperating Expenses (8 thru 13)
18, Opeuﬁtlbmorumﬂhau)

16. mmmmm

17. State and Local Taxes

18. Fedaral Income Taxes

18. Other Taxes

20, Total Operating Taxes (17+18+19)

21. Net Operating Income or Margins (15+16-20)
22. Interest on Funded Debt

123. Interest Expense - Capital Leases

24. Other interest Expense

25. Allowance for Funds Used During Construction
26. Total Fixed Charges (22423424-25)

27. Nonopersating Nel income

Exiraordinary liems

Jurisdictions Differences

30. Nonragutated Net income

31._Total Net income or Margins (21+27+28+29+30-26)
32. Tolal Taxes Based on income

33._Retained Eamings or Margins Beginning-of-Year
34. Miscelisnoous Credils Yeor-to-Date

Dividends Declared (Common)

Dividends Declared (Preferred)

37. Other Debits Year-io-Date

38. Transfers o Patronage Caplis

39. Retalned Eamings or Margins End-of-Perlod !(314-334'34) - (35436437038!]'
40. Patranage Capital Beginning-of-Year

- §41. Transfers to Patronage Capltal

42, Patronage Capital Credits Retired

43. Patronago Capltal End-of-Year (40+41-42)

44. Annual Debt Service Payments

45, Cash Ratio [(14420-10-11)/ 7}

46. Operating Accrual Ratio [(14+20+26)/ 7}

Je7._miER [(31+26)126)

48. DSCR [(31426+10+11)/ 44)

B

|
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USDA-RUS BORROWER DESIGNATION

TX0854
OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS

INSTRUCTIONS - Sea RUS Budiotin 1744-2

Part C. SUBSCRIBER (A %gg_s_g LINE), ROUTE MILE. & Ii{GH SPEED DATA INFORMATION
1. RATES 2. SURSCRIBERS (ACCESS 3.

EXCHANGE 8-1 Ret BUSINESS RESIDENTIAL TOTAL TOTAL FIBER
Q 2
Dolores
\West Marietla
MobllsWireless
Routs 1]
Outside
Area
Total

No. Excha
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USDA-RUS
OPERATING REPORT FOR F l u | I L
TELECOMMUNICATIONS BORROWERS

Decamnber, 2012
INSTRUCTIONS - See RUS Bullotin 1744-2
Part C. SUBSCRIBER (ACCESS LIN MILE, & HIGH SPEED DATA IN A
4, BROADBAND m
Delalls
EXCHANGE [ No. Access Lines | No Of Broadband Number Of Advertised Advertisad Prico Per Monih | StandalonePckg mm
with 8B Subscribarg Subscribers Oownload Rete Uplond T ology
avaltable ) Rate (Kbips)
b J} @l
Alexandar
Cartton
Donle DSL
Ma DSL
DSL
Modeana Wiraless
8
West Marietta Wicsless
Total
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USDA-RUS

OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS

BORROWER DESIGNATION

'§m:|mm

INSTRUCTIONS- Soo RUS Bulivtin 1744-2

PARY D. SYSTEM DATA

Fl.h‘o,ﬂmhﬂqm Ix.mmms«m ‘Ammnwm -I 3. Subscribers per Reuse Male

PART E. TOLL DATA

1. Study Area D Codel(s) F?mdtwm(aaoam)
2.442090 Interstato: D Average Schodule E] Cost Basis

inirastato: [ average schoduto [ costpass

-~ F @ =~ 98 ang

NI

PART F. FUNDS IKVESTED I PLANT DURING YEAR

1. RUS, RTB. & FFB Loan Funds Expendod
Other Long-Temn Loan Funds Expended

. Funds Undar RUS Intorim
. Other Short-Term Loan Funds Expended

I

8. Gross Additions 1o Telecom. Plant (1 thru 7)

PARYT G. INVESTMENTS IN AFFILIATED COMPANIES
CURRENT YEAR DATA CUMULATIVE DATA
INVESTMENTS tncome/.oss .08 Current
This Year Tiis Yeas To Date ToDale Baloncs
) L2 ] ] fel L)
1. investment in Afikated ias - Rura!
2. tnvostment in Affiiated Companios « Nonnural Development

Paga 5016
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USDA-RUS _Faoaaowsn DESIGNATION

OPERATING REPORT FOR TX065¢
TELECOMMUNICATIONS BORROWERS [reron exome
December, 201

PART H. CURRENT DEPRECIATION RATES

Are corporation's depreciation ratcs approved by the regulatory authority
with jutisdiction oves the provision of telephonc serviees? (Check onc)

@ YES gso

EQUIPMENT CATEGORY

1. Land and support assels - Motor Vehicles

DEPRECIATION RATE

2, Land and support assels - Aircraft

3. Land and support assels - Special purpose vehicles

4. _Land and support assets - Garage and other work equipment

5. Land and assels - Buildings

6. Land and support assets - Fumiture and Office equipment

17.__Land and support assels - General purpose compulers

8. _Central Office ing - Digital

9. _Ceniral Office Swilching - Analog & Eleciro-mechanical

10. Central Office Swilching - Operalor Systems

11._Central Office Transmission - Radio Systems

12. Ceniral Office Transmission - Circuil equipment

13._Information origination/lermination - Station apparatus

14._Information originalion/lermination - Customer premises wiring

15. Information originationflermination - Large private branch exchanges

16._(nformation originationflermination - Public telephone terminal equipment

17._Information originationftermination - Other terminal equipment

18. Cable and wire faciliies - Poles

19, Cable and wire faclities - Aerial cable - Metal

20, Cable and wire faclliies - Aerial cable - Fiber

21. Cable and wire facllilies - Underground cable - Metal

22. Cable and wire faclilies - Underground cable - Fiber

23. Cable and wire facllities - Buried cable - Metal

24, Cable and wire facllities - Buried cable - Fiber

25. Cable and wire facilities - Condull systems

26. Cable and wire facilities - Other

Page 6 of 6
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USDA-RUS

OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS

December, 2012

INSTRUCTIONS - See help in the online application.

PART | - STATEMENT OF CASH FLOWS

1. Boginning Cash (Cash and Equivalents plus RUS Construction Fund)

CASH FLOWS FROM OPERATING ACTIVITIES

2.  Netincome

Adjusiments to Reconcile Net Income 1o Net Cash Provided by ¢ Operating Activitios

3. Add: Depreciation

>

Add: Amortization

S.  Other (Explain)

Changes in Operating Assols and Liabilities

Decrease/(Incteass) in Accounts Receivable

Decrease/{increase) in Materials and inventory

6.
7,
8.  Decrease/{increase) in Prepayments and Defemed Charges
8. Decreasel(Increase) in Other Cuvent Assets

10.  Increase/(Decrease) in Accounts Payabie

11.  Increase/(Decrease) in Advance Bilings & Payments.

12,  Increase/(Decrease) in Other Current Liabilities

13.  Net Cash Provided/{Usod) by Operations

CASH FLOWS FROM FINANCING ACTIVITIES

14. Decreasel{increase) in Notes Receivable

15.  increase/(Decrease) in Notes Payable

16.  Increase/(Decrease) in Customer Deposits

17. _ Net Increase/(Decrease) in Long Term Debt (including Current Maturities)

18.  Increase/(Decrease) in Other Liabilities & Deferred Credits

19.  Increase/(Decrease) in Capital Stock, Pald-in Capital, Membership and Capital Centificates & Other Capital

20.  Less: Payment of Dividends

21, Less: Patronage Capital Credits Retired

22.  Other (Explain)

23.  Net Cash Provided/(Used) by Financing Activitios

CASH FLOWS FROM INVESTING ACTIVITIES

24.  Net Capital Expenditures (Property, Plant 8 Equipment)

25.  Other L@m Invesiments

26.  Other Noncumrent Assels & Jurisdicliona! Differences

27.  Other {(Explain)
Reconciling Adjustmente including Plant Retirements

28.  Net Cash Provided/{Used) by Investing Activities

29, Netincrease/{Decreass) in Cash

30. Ending Cash
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USDA-RUS

OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS

BORROWER DESIZRRTON) ‘ : ' En lIl g I

INSTRUCTIONS - Sce RUS Bullctin 1744-2

PERIOD ENDED

December, 2012

NOTES TO THE OPERATING REPORT FOR TELECOMMUNICATIONS BORROWERS
ALL INFORMATION IN THIS REPORT IS PROPIETARY AND CONFIDENTIAL
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USDA-RUS BORROWER DESIGNANIO!
OPERATING REPORT FOR
! TELECOMMUNICATIONS BORROWERS
INSTRUCTIONS - Sce RUS Bulletin 1744-2 PERIOD ENDED
December, 2012

CERTIFICATION LOAN DEFAULT N TO THE OPERATING REPORT FOR TELECOMMUNICATIONS BORROWERS
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USDA-RUS

OPERATING REPORT FOR
TELECOMMUNICATIONS BORROWERS

INSTRUCTIONS - Sec help in the online application.

PART | - STATEMENT OF CASH FLOWS

1.

Beginning Cash (Cash and Equivalents plus RUS Construction Fund)

CASH FLOWS FROM OPERATING ACTIVITIES

2.  Netincome
Adjustments to Reconcile Net Income fo Net Cash Provided by Operating Activities
3.  Add: Depreciation
4.  Add: Amortization
5.  Other (Explain)
Changos in Oporating Assels and Liabllitics
6.  Decreasel{increase) in Accounts Receivable
7. Decreasel(increase) in Matesials and inventory
8.  Decreasel(increase) in Prepayments and Deferred Charges
9.  Decreasel(Increase) in Other Current Assels
10. increase/{Decrease) in Accounts Payable
11.  Increase/(Decrease) in Advance Biilings & Payments
12.  increase/{Decrease) in Other Current Liabilllies
13.  Net Cash Provided/{Used) by Operations
CASH FLOWS FROM FINANCING ACTIVITIES
14. Decreasel(increase) in Notes Recelvahle
15.  Increase/(Decrease) in Notes Payable '
16.  Increase/(Decrease) in Customer Daposits )
17.  Net Increase/{Dectease) in Long Term Debt (Including Current Matuities)
18.  Increase/(Decrease) in Other Liabilities 8 Deferved Credits
19. increase/{Decreass) in Capltal Stock, Pald-in Capital, Membership and Capital Certificates & Other Capital
20. Less: Paymen! of Dividends
21. _ Less: Patronage Capital Credits Retired
22.  Other (Explain) )
23.  Net Cash Provided/{Used) by Financing Activities
. CASH FLOWS FROM INVESTING ACTIVITIES
24. Net Capital Expendilures {Property, Plant & Equipment)
25.  Other Long-Temn lnvestments
26.  Other Noncurrent Assels & Jurisdictional Differances
27.  Other (Explain)
28._ Net Cash Provided/(Used) by investing Activities
29.  Not Increase/{Docrease) in Cash
Ending Cash

Revision Dato 2010
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Blakely

'"‘ Co. PC
Cestified Public Accountants 5’ Consvitants

April 9, 2013

The Board of Directors
Alenco Communications, Inc. -
Joshua, Texas

We have audited the consolidated financial statements of Alenco Communications, Inc. (a Texas corporation)
for the year ended December 31, 2012, and have issued our report thereon dated April 8, 2013. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America,
Government Auditing Standards, issued by the Comptroller General of the United States, and 7 CFR Part
1773, Policy on Audits of Rural Utilities Service (RUS) Borrowers. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are
free of material misstatement.

In planning and performing our audit of the consolidated financial statements of Alenco Communications,
inc. for the year ended December 31, 2012, we considered its internal control over financial reporting in order
to determine our auditing procedures for the purpose of expressing an opinion on the consolidated financial
statements and not to provide assurance on the internal control over financial reporting.

Our consideration of the internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses and therefore there can be no assurance that all such deficiencies have been identified.
However, we identified a certain deficiency in internal control that we consider to be a significant deficiency.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies in
internal control, such that there is a reasonable possibllity that a material misstatement of the entity's
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance. The
deficiency in internal control that we consider to be a significant deficlency is described in our independent
Auditor's Report on internal Control Over Financial Reporting and on Compliance and Other Matters Based
on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards dated
April 9, 2013.

Section 1773.33 requires comments on specific aspects of the internal control over financial reporting,
compliance with specific RUS loan and security instrument provisions, and other additional matters. We
have grouped our comments accordingly. In addition to obtaining reasonable assurance about whether the
financial statements are free from material misstatements, at your request, we performed tests of specific
aspects of the internal control over financial reporting, of compliance with specific RUS loan and security
instrument provisions, and of additional matters. The specific aspects of the internal control over financial
reporting, compliance with specific RUS loan and security instruments provisions, and additional matters
tested include, among other things, the accounting procedures and records, materials control, compliance
with specific RUS loan and security instrument provisions set forth in §1773.33(e)(2), and related party
transactions and investments. In addition, our audit of the financial statements also included the procedures
specified in §1773.38 through §1773.45. Our objective was not to provide an opinion on these specific
aspects of internal control over financial reporting, compliance with specific RUS loan and security
instrument provisions, or additional matters, and accordingly, we express no opinion thereon.

P.O. Box 5486 ¢ Longview, Texas 75608 ¢ 903.758.0734 ¢ Fax: 903.758.0756 + www.cbandco.com
2403 Judson Road ¢ Longview, Texas 75608



REDACTED - FOR PUBLIC INSPECTION

.Board of Directors
April 9, 2013
Page 2

No reports, other than our independent auditor's report, and our independent auditor’s report on compliance
and on internal control over financial reporting, all dated April 9, 2013, or summary of recommendations
related to our audit have been fumished to management.

Our comments on specific aspects of the internal control over financial reporting, compliance with specific

RUS loan and security Instrument provisions, and other additional matters as required by §1773.33 are
presentsd below.

COMMENTS ON CERTAIN SPECIFIC ASPECTS OF THE INTERNAL CONTROL
OVER FINANCIAL REPORTING

We noted no matter regarding Alenco Communications, Inc.'s internal control over financial reporting and its
operation that we consider to be a material weakness as previously defined with respect to:

¢ the accounting procedures and records, other than the material weakness described in our
independent Auditor's Report on Internal Control Over Financial Reporting and on
Complilance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Govemment Auditing Standards dated April 9, 2013;

o the process for accumulating and recording labor, material, and overhead costs, and the
distribution of these costs to construction, retirement, and maintenance or other expense
accounts; and

o the materials control.
COMMENTS ON COMPLIANCE WITH SPECIFIC RUS LOAN AND SECURITY INSTRUMENT PROVISIONS

At your request, we have performed the procedures enumerated below with respect to compliance with
certain provisions of laws, regulations, and contracts. The procedures we performed are summarized as
follows:

. Procedures performed with respect to the requirement for a borrower to obtain written
approval of the mortgagee to enter into any contract, agreement or lease between the
borrower and an affiliate for the year ended December 31, 2012:

- inquired of management about the existence of new written contracts, agreements or
leases entered into during the year between borrower and an affiliate as defined in
§1773.33(e)(2)(i).

- Reviewad Board of Director minutes to ascertain the existence of any new board-
approved written contracts during the year ended December 31, 2012.

- Noted that no new written contracts of the type described above were entered into
during the year ended Decomber 31, 2012,

. Procedures performed with respect to the requirement to submit an Operating Report to the
RUS:

. Agreed amounts reported in the Operating Report to Alenco Communications, Inc.'s
records.

The resuits of our tests indicate that, with respect to the items tested, Alenco Communications, Inc.
complied, in all material respects, with the specific RUS loan and security instrument provisions referred fo
below. The specific provisions tested, as well as any exceptions noted, inciude the requirements that:

. the borrower has obtained written approval of the RUS to enter into any contract, agreement
or lease with an affiliate as defined in §1773.33(e)(2)(1).



REDACTED - FOR PUBLIC INSPECTION

Board of Directors
April 8, 2013
Page 3

. the borrower has submitted its 2012 Operating Report to the RUS and the report represented
by the borrower as having been submitted to the RUS, is in agreement with the borrower's
audited records in all material respects.

COMMENTS ON OTHER ADDITIONAL MATTERS

in connection with our audit of the financial statements of Alenco Communications, inc., nothing came to our
attention that caused us to believe that Alenco Communications, inc. failed to comply with respect to:

. the reconcliiation of continuing property records to the controlling general ledger plant
accounts addressed at §1773.33(c)(1);

. the clearing of construction accounts and the accrual of depreciation on completed
construction addressed at §1 773.33(c)(2);

. the retirement of plant addressed at §1773.33(c)(3) and (4);

. the approval of the sale, lease or transfer of capital assets and disposition of proceeds for the
sale or lease of plant, material, or scrap addressed at §1773.33(c)S);

. the disclosure of material related party transactions, in accordance with FASB Accounting
Standards Codification Topic 850 for the year ended December 31, 2012 in the financial
statements referenced in the first paragraph of this report addressed at §1773.33(f); and

) the detailed schedule of investments.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The detailed schedule of investments required by §1773.33(i) and provided below is presented for purposes
of additional analysis and is not a required part of the basic financial statements. This information has been
subjected to the auditing procedures applied in our audit of the basic financial statements and, in our
opinion, is fairly stated In all material respects in relation to the basic financial statements taken as a whole.

I ..

Cumulative Investment/Advances/Distributions
as of 12131111

Cumulative Earnings/Loss as of 12/31/11

Original Investment Cost

Book Value of investment as of 12/31/11
investment/Advances/Distributions in 2012
Net Income (Loss) in 2012

Book Value of Investment as of 12/31/12
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m accounts for the investment using the equity method.

The purpose of this report is solely to provide comments on specific mattsrs as required by provisions of the
RUS joan instruments. This report Is an integral part of an audit performed in accordance with Govemment

Auditing Standards in considering the entity’'s compliance with specific provisions of the RUS loan
instruments. Accordingly, this report is not suitable for any other purpose.

Eo s Blhyr & pe.



