


State of Illinois 
Illinois Commerce Commission 
Manager of Accounting of the Commission 
 
RE: Docket 10-0125 
 Joint Application for approval of Reorganization 
 of FairPoint Communications, Inc. pursuant to 
 Section 7-203 and 7-204 and for other relief 
 
Report of Management 
Internal audit as required by Condition (3) of the Order dated May 25, 2010 
 
Manager of Accounting of the Commission: 
 
Condition #3 of the above-referenced Order states “FairPoint, C-R, El Paso, and Odin and all of their utility 
and non-utility affiliated sister and subsidiary companies will conduct annual internal audits to test 
compliance with Sections 7-204(b)(2) and 7-204(b)(3).  The internal audit report documenting findings, 
conclusions, and recommendations will be submitted to the Manager of Accounting of the Commission by 
March 31st of each year and associated work papers will be available to Staff for review.” 
 
Section 7-204(b)(2) states that “the proposed reorganization will not result in the unjustified subsidization of 
non-utility activities by the utility or its customers.”  FairPoint Communications, Inc., C-R, El Paso, and Odin 
(“FairPoint”) has reviewed compliance with this condition, and finds that, through adherence to 47 C.F.R. 
32.27 and 47 C.F.R. 64.901 and 902, it has the necessary procedures in place to assure that the unjustified 
subsidization of non-utility activities by the utility or its customers is not occurring.   
 
Section 7-204(b)(3) states that “costs and facilities are fairly and reasonably allocated between utility and 
non-utility activities in such a manner that the Commission may identify those costs and facilities which are 
properly included by the utility for ratemaking purposes.”  FairPoint has reviewed compliance with this 
condition, and finds that, through adherence to 47 C.F.R. 32.27 and 47 C.F.R. 64.901 and 902, costs are 
fairly and reasonably allocated between utility (i.e., regulated) and non-utility (i.e., non-regulated) activities.  
Furthermore, FairPoint is performing this allocation in such a manner so as to allow the Commission to 
identify the costs that are properly included by FairPoint for ratemaking purposes. 
 
Following is a summary of the specific procedures performed: 

• The Internal Audit Department (IAD) discussed the procedures related to the separation of non-
regulated investment and expenses within the regulated companies with Accounting management 
and reviewed information from the independent consultant who prepares cost studies for the 
company. 

• IAD reviewed the allocation methodology and tested calculations performed by the consultant, 
verifying that they were accurate and appeared to appropriately reflect the proper allocation of costs 
to non-regulated entities. 

• IAD reviewed time reporting processes, noting that time is directly charged to regulated or non-
regulated entities by certain employees based on the nature of the work performed.  Time reporting 
is also subject to management review and approval.   

• No exceptions were noted from any of the steps performed. 
 
Based on the above review, FairPoint has concluded it is in compliance with Condition 3 of the above-
referenced Order, and therefore has no further recommendations to submit for consideration. 
 
FairPoint Communications, Inc. 
C-R Telephone Company d/b/a FairPoint Communications/C-R Telephone Company 
The El Paso Telephone Company d/b/a FairPoint Communications/The El Paso Telephone Company 
Odin Telephone Exchange, Inc. d/b/a FairPoint Communications/Odin Telephone Exchange, Inc. 
 
March 25, 2015 


	Letter to Commission 2015-03-30
	IL Audit Report 2015-03-25

