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DA 13-1606 

 
COMMENTS OF 

NTCA–THE RURAL BROADBAND ASSOCIATION 
 
I. INTRODUCTION & SUMMARY 

NTCA–The Rural Broadband Association (“NTCA”)1 hereby files these comments in 

response to the July 19, 2013 Public Notice2 issued by the Federal Communications Commission 

(“Commission”) seeking comment on the Nemont Telephone Cooperative, Inc. (“Nemont”) 

request for Commission review3 of a decision by the Universal Service Administrative Company 

(“USAC”).  NTCA supports Nemont’s petition, and urges the Commission to grant it 

expeditiously.   

As demonstrated by the Nemont Request for Review, USAC auditors did not dispute the 

fact that Nemont made the investments or incurred the costs in question.  However, due to errors 

                                                 
1  NTCA represents nearly 900 rural rate-of-return regulated telecommunications providers.  All of 
NTCA’s members are full service local exchange carriers and broadband providers, and many provide 
wireless, video, satellite, and/or long distance services as well.  
 
2  Wireline Competition Bureau Seeks Comment on Nemont Telephone Cooperative, Inc Request for 
Review of a Decision by the Universal Service Administrative Company, WC Docket No. 08-71, DA 13-
1606 (rel. Jul. 19, 2013) (“Public Notice”).    
 
3  Request for Review by Nemont Telephone Cooperative, Inc of Decision of Universal Service 
Administrator, WC Docket No. 08-71, CC Docket No. 96-45 (fil. Jun. 10, 2013) (“Request for Review”).  
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related to the recording of certain expenses, Nemont received, after a USAC audit, a notice of 

intent to recover previously distributed high-cost Universal Service Fund (“USF”) support.  In 

other words, the USAC auditors elevated form over substance in denying the recovery of 

acknowledged costs, rather than providing the company with a reasonable opportunity to 

establish what those costs were.  Prevailing accounting standards should have led USAC auditors 

to utilize alternative methods to determine a reasonable amount of costs that should have been 

included in Nemont’s support calculation, and thus would have avoided the inequitable result of 

disallowing, entirely, the costs in question.   

II. GOOD CAUSE EXISTS TO GRANT THE NEMONT REQUEST FOR REVIEW 
AND TO OVERTURN THE DECISION OF THE UNIVERSAL SERVICE FUND 
ADMINISTRATOR TO RECOVER PREVIOUSLY DISTRIBUTED SUPPORT 

 
  The Commission should grant Nemont’s request for review and direct USAC to accept 

the revised financial information submitted by Nemont for the purposes of calculating the 

support amounts at issue in this appeal.  As Nemont’s Request for Review states, in relation to 

two separate categories of costs, USAC auditors disallowed support, entirely, based upon what it 

deemed to be incorrect accounting records provided by Nemont during the audit in question.4  

That the accounting records were inaccurate, Nemont does not dispute.5  Moreover, as further 

demonstrated by the Request for Review, USAC does not in either case dispute the fact that 

Nemont made the investments or incurred the costs in question.  Yet, despite the fact that 

applicable accounting standards allow for auditors to employ “alternative audit procedures” 

under such circumstances, USAC disallowed, entirely, support for the costs at issue.   

                                                 
4  Id., p. 3. 
 
5  Id. 
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 In terms of the first category of expenses, “Materials and Supplies,” while Nemont was 

unable to provide the specific data requested by USAC auditors, the company offered sufficient, 

alternative data to the USAC auditors – data that was refused.  Yet both Generally Accepted 

Government Auditing Standards (“GAGAS”) (the very standard by which the audit in question 

was conducted6) and the American Institute of Certified Public Accountants (“AICPA”) 

Professional Standards allow auditors to employ alternative methods to complete an audit when 

information requested by the auditor is not available.  Despite this commonly accepted practice, 

USAC auditors refused to employ alternatives.  As Nemont’s Request for Review indicates, 

several, viable alternatives were available to the USAC auditors, each consistent with GAGAS 

and AICPA standards for auditors.7    

   Moreover, in response to the USAC letter providing notice of its intent to recover 

previously distributed support,8 Nemont “provided a detailed reconciliation of the inventory 

amounts to its general ledger, which USAC agreed approximated the amounts recorded for the 

time period in question.”9  This documentation showed that any potential overstatement of costs 

for both Nemont and its wholly owned subsidiary Project Telephone Company was insignificant 

                                                 
6  Request for Review, Attachment D: USAC Independent Auditors Report September 12, 2011,  
p. 1.   
 
7  Request for Review, p. 6.  See also, Request for Review, Attachment B: Nemont Appeal April 30, 
2013, p. 1 (stating that “the auditors could have utilized the relative plant under construction or the 
relative amount of plant closed into service of the four affiliated companies to determine if the allocations 
were reasonable or to determine a more reasonable allocation.”).   Nemont also correctly noted in its April 
2013 appeal that “USAC's extensive experience with rural telephone companies should have provided the 
auditors with the expertise to exercise reasonable judgment as to whether the companies' allocation or 
some other allocation was proper, and that the allocation could not be zero.” Id., p. 2. 
 
8  Request for Review, Attachment E: USAC Letter November 14, 2011. 
 
9  Request for Review, p. 4.   
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in relation to the total amount of support in question.  Despite the submission of this 

documentation, USAC has stood firm on its determination that the entire amount of support in 

question should be recovered. 

 As to its pole attachment rental expenses, the error in question stems from Nemont 

inadvertently submitting to the auditors expenses for 2005 in place of those for 2006.10  Not only 

does USAC not dispute Nemont’s assertion that these expenses were in fact incurred, the error 

resulted in Nemont recording less pole rental expense than it actually incurred.11  Instead of 

calculating Nemont’s support amounts as if the pole attachment rental expenses were recorded in 

the correct year, USAC auditors once again stood on sheer formality and eliminated, entirely, 

these costs from the support calculation for the year in question.   

 NTCA recognizes that high-cost support recipients have a duty to demonstrate that the 

costs for which they seek support were genuinely incurred and put to work in furtherance of 

universal service.  However, the practice employed by USAC auditors in this instance flies in the 

face of applicable standards and also elevates rigid adherence to formality above all other 

considerations.  Nemont made available information that would enable USAC to employ 

alternative methods to confirm that the expenses for which it received support were legitimately 

incurred.  Instead of even considering these alternatives (again, as noted above entirely 

acceptable under prevailing standards of accounting), USAC auditors deemed the entire amount 

as ineligible for inclusion in calculating support.  Such an inequitable result needlessly hinders 

Nemont’s ability to meet the universal service objectives contained in Section 254 of the 

                                                 
10  Id., p. 7. 
 
11  Id.  
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Communications Act of 1934, as amended, the very purpose for which the support at issue is 

intended.  

 Finally, it is worth noting that Nemont has not only acknowledged that it is responsible 

for the recording errors,12 it has taken steps to improve its internal processes to prevent such 

errors from recurring in the future.13  Thus it is clear that Nemont takes seriously its duty to 

properly account for its use of high-cost universal service support.        

III. CONCLUSION 

For these reasons, the Commission should expeditiously grant Nemont’s appeal. 

Respectfully submitted, 
 

        
 

By: /s/ Michael R. Romano    
Michael R. Romano    
Senior Vice President – Policy                                                   
mromano@ntca.org      

  
By: /s/ Brian Ford 
Brian Ford 
Regulatory Counsel 
bford@ntca.org  
 
4121 Wilson Blvd, 10th Floor  
Arlington, VA 22203    
(703) 351-2000  

 
August 19, 2013 

                                                 
12  Request for Review, p. 3.  
 
13  Request for Review, Attachment B: Nemont Appeal April 30, 2013, p. 3. 
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