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Q. Please state your name, occupation and business address. 1 

A. Tami Hansen.  I am the Accounting Manager at Manti Telephone Company (“Manti” or 2 

“Company”).  Manti’s business address is 40 West Union Street, Manti UT 84642. 3 

 4 

Q. Please state your educational and professional background. 5 

A. I received a Bachelor of Science in Business Administration, a Bachelor of Science in 6 

Accounting, and a Masters of Accounting in Accounting from Utah State University.  I 7 

have been a certified public accountant since 1998.  Professionally, I have practiced 8 

accounting in the following industries:  local government, construction, manufacturing, 9 

and now telecommunications.  I have also worked as an auditor. 10 

  11 

Q. How long have you been employed by Manti? 12 

A. I have been employed by Manti since October 1, 2012. 13 

 14 

Q. Why are you qualified to offer testimony in this case? 15 

A. I have been employed by Manti since October 1, 2012.  During that time I have become 16 

very familiar with the books and records and operations of Manti.  My job duties involve 17 

accounts payable, billing, bank and general ledger reconciliations, reporting to state and 18 

federal regulatory agencies, toll processing, and maintaining property records.  I have 19 

prepared preliminary financial statements, general ledger transactions, monthly, quarterly, 20 

and annual reports submitted to the FCC, IRS, NECA, Utah State Tax Commission, and 21 

the Public Service Commission.  I have worked closely with the management of Manti as 22 
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well as the independent auditors, Hawkins, Cloward & Simister, LC.  Additionally, my 23 

educational background and my professional experience have focused on accounting, 24 

income tax, payroll, human resources and consulting.  I am familiar with the day to day 25 

operations of Manti and the accounting processes and procedures in my capacity as 26 

accounting manager. 27 

 28 

Q. What is the purpose of your testimony? 29 

A. The purpose of my testimony is to present the current financial position of Manti.  My 30 

testimony will focus on the following Confidential Exhibits: Manti TH 1: 2013-11 Cash 31 

Flow.pdf; Manti TH 2: 2013-11 Income Statement.pdf; Manti TH 3: RTFC Schedule.pdf; 32 

Manti TH 4: Wages After Layoff.pdf;  and Manti TH 5: 2012 Audited Financial 33 

Statements.pdf. 34 

 35 

Q. In your capacity as Accounting Manager have you formed an opinion on the 36 

financial position of Manti? 37 

A. Yes.  Currently, as a result of losing its entire UUSF draw, despite substantial cost cutting 38 

measures, Manti’s expenses continue to exceed our revenue from all sources. 39 

  40 

Q. What evidence can you present in support of your statement that Manti’s expenses 41 

exceed its revenues? 42 
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A. I will refer to Confidential Exhibits Manti TH 1: 2013-11 Cash Flow.pdf; Manti TH 2: 43 

2013-11 Income Statement.pdf, and Manti TH 3: RTFC Schedule.pdf; and Manti TH 5: 44 

2012 Audited Financial Statements. 45 

  46 

Q: Can you explain Exhibit Manti TH 1: 2013-11 Cash Flow.pdf? 47 

A.  Attached is the Manti 2013 cash flow statement as of November 30, 2013 that I prepared.  48 

The numbers are unaudited because they are current year (2013).  However, I created this 49 

document by beginning with the ending numbers taken from the 2012 Audited Financial 50 

Statements, which are attached hereto as Confidential Exhibit Manti TH 5: 2012 Audited 51 

Financial Statements.  The Cash Flow Statement paints an accurate picture of our current 52 

dire cash flow situation.  Through November 30, 2013, we have spent $247,228.25 more 53 

than we have received.  This is an average monthly excess of $22,475.30.  Please note 54 

that the ending cash balance also includes customer deposits that we cannot touch. 55 

  In January of 2013, we implemented severe cost cutting measures to keep the 56 

Company operational.  We laid off 1/3 of our employees, leaving the current staff 57 

extremely overworked with no additional pay.  We stopped all new construction and 58 

entered survival mode, performing required maintenance only.  Our employees have not 59 

had any kind of pay increase in several years. 60 

 61 

Q.  You have provided Exhibit Manti TH 2: 2013-11 Income Statement.pdf with your 62 

testimony, can you please explain this Exhibit? 63 
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A. Exhibit Manti TH 2: 2013-11 Income Statement is the 2013 unaudited income statement 64 

for Manti for the eleven months of 2013 ending with November 30, 2013.  Total year to 65 

date loss is $145,447.29.  This is an average monthly loss of $13,222.48.  This average 66 

monthly loss doesn’t even take into account the amounts that Manti should be accruing 67 

for employee benefits, debt service, our year end audit or the USF payback. 68 

 69 

Q. What amounts is Manti required to accrue for employee benefits?  70 

A. Manti’s employee profit-sharing plan requires a minimum safe harbor contribution by the 71 

employer.  This contribution is calculated by the auditing firm during the year end audit.  72 

The 2012 contribution was $62,627.74.  I estimate the 2013 contribution to be similar but 73 

have not accrued anything yet.  It is required to be remitted to our plan sponsor prior to 74 

filing the tax return.   75 

 76 

Q.   What amounts is Manti required to accrue for the year end audit? 77 

A. 2012 payments to Hawkins Cloward and Simister totaled $50,917.67 and 2013 payments 78 

totaled $59,909.41.  Assuming the cost for the 2013 year end audit will be similar, Manti 79 

should accrue approximately $55,000 for the 2013 year end audit.  Manti has not made 80 

any of these accruals. 81 

 82 

Q. What amounts is Manti required to accrue for debt service? 83 

A. The debt service to RTFC was scheduled for quarterly payments of approximately 84 

$280,000.  I have attached in Confidential Exhibit Manti TH 3 RTFC Schedule, which is 85 
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a breakdown of the required loan payments and dates along with what Manti paid and the 86 

resulting shortfall.   To make the February payment, we pretty much cleaned out all 87 

excess cash.   To service this debt, the company should be accruing cash in the amount 88 

$92,436.39 per month to make these payments.  This simply is not possible.  We notified 89 

RTFC that we would not be able to make the May payment in full.  Manti was granted a 90 

three-month forbearance agreement signed May 31, 2013 that allowed us to make a 91 

$100,000 partial payment.  However, Manti stockholders had to sign over all the stock of 92 

Manti and forfeit the RTFC patronage stock owned by Manti.  The RTFC stock was 93 

applied to the loan principal. 94 

    RTFC was expecting a full payment in August.  When this couldn’t happen, RTFC 95 

reluctantly signed a six-month extension (first amendment) to the forbearance agreement 96 

accepting another $100,000 partial payment and requiring full future monthly payments.  97 

Manti was able to make the September and October payment, but could not pay the 98 

November payment in addition to the $79,272.07 property tax payment.  On November 99 

25, 2013, RTFC signed a second amendment to the forbearance agreement adding the 100 

forfeiture of current ($15,000) and all future patronage capital allocations.  We are still in 101 

default with RTFC, and subject to RTFC stepping in and taking possession of the 102 

company at any time.    103 

  Manti should be reserving $92,500 per month for debt service (in addition to the 104 

$433,628.59 in arrears), but is not. 105 

 106 

Q. How much is Manti required to reserve for property taxes? 107 
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A. The 2013 payment for property taxes was $79,272.07 which equates to $6,606.01 per 108 

month that should be reserved for the November 2014 payment.  Manti is not able to 109 

reserve such amount. 110 

 111 

Q. What affect do the debt service and property tax accrual numbers have on Manti’s 112 

financial situation? 113 

A. In December 2012, as a result of the Public Service Commission’s December 28, 2012 114 

Order, Manti lost $65,571 per month in UUSF funds.  We were barely getting by with 115 

these funds, but without them, we are now in serious trouble.  Taking the monthly cash 116 

shortfall from above ($22,475) and adding the cash needed for debt service ($92,500) and 117 

property taxes ($6,606), we have a cash shortfall of $121,581 each month.  This does not 118 

include anything for the UUSF payback. Accordingly, there is simply no way Manti can 119 

pay back any of the UUSF funds previously received.    120 

 121 

Q. Have you reviewed the Manti 2012 Audited Financial Statements? 122 

A. Yes.  The auditors issued a going concern opinion. Guidance for going concern 123 

considerations fall under the AICPA’s Professional Standards, AU-C 570, The Auditor’s 124 

Consideration of an Entity’s Ability to Continue as a Going Concern. 125 

  Under AU-C 570, the auditor has two responsibilities related to an entity's ability 126 

to continue as a going concern.  127 

a. To evaluate whether conditions or events identified during the audit, when 128 

considered in the aggregate, indicate there could be substantial doubt about the 129 
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entity's ability to continue as a going concern for a reasonable period of time, i.e., 130 

a period not to exceed one year beyond the balance sheet date.  131 

b. If the auditor concludes there is substantial doubt about the entity's ability to 132 

continue as a going concern, the auditor should gather evidence and consider the 133 

effect on the financial statements, the adequacy of disclosures, and the audit 134 

report.  135 

 The evaluation discussed in item a. is required for all audits, and item b. is necessary only 136 

when the auditor has concluded there is substantial doubt.  In Manti’s case the auditors 137 

had substantial doubt that Manti could continue to operate for another twelve months.  138 

The auditor’s doubts arose from a combination of the following  items: 1) Net loss of 139 

approximately $2M in 2012, primarily due to the loss contingency recorded as a result of 140 

the PSC judgment for repayment of interim UUSF for rate relief; 2) Accumulated deficit 141 

of approximately $217K at December 31, 2012; 3) Violation of debt covenants; 4) Denial 142 

by Rural Telephone Finance Cooperative (RTFC) to waive debt covenant requirements, 143 

which resulted in the reclassification of long-term debt to current due on demand;  5) As a 144 

result of the reclassification, and recording the loss contingency, the current liabilities 145 

exceed current assets by approximately $8.49M;  and 6) Based on representations from 146 

management, the Company would be unable to meet these obligations and would be 147 

forced to declare bankruptcy if demand for payment were made by RTFC and PSC. 148 

 149 

Q. What effect does the Auditor’s issuance of a going concern opinion have on Manti? 150 
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A.   With this opinion, we cannot get any type of funding to help repay the UUSF, and we do 151 

not have the funds to make any kind of payment.  152 

  153 

Q.  Do you have any issues relating to the Manti 2012 Audited Financial Statements that 154 

you believe need clarification? 155 

A. I would like to point out that the cash balance identified in the 2012 Audited Financial 156 

Statements is misleading without looking at the accounts payable in the current liability 157 

section.  When you net these two numbers, there is a cash short fall of paying the current 158 

bills without any consideration of debt service or UUSF repayment. 159 

  One of the most used ratios investors look when analyzing a company’s financial 160 

statement is working capital.  Working capital is the current assets minus the current 161 

liabilities.  It tells how much cash is available to pay current obligations.  Using the 2012 162 

Audited Financial Statements, Manti’s working capital at year end was a negative 163 

number.  Even removing the UUSF repayment obligation and the RTFC debt, working 164 

capital is still negative. This alone should be a clear indicator Manti needs UUSF funds to 165 

operate.    166 

 167 

Q. What cost cutting measures has the Company taken since receiving the 168 

Commission’s December 28, 2012 Order? 169 

A. Trying to make up for the loss of $65,571 per month in UUSF funds has been an extreme 170 

hardship on this company.  As indicated above, in January, we stopped all construction 171 

and laid off one third of the staff.   172 
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  Exhibit Manti TH 4: Wages After Layoff is the 2012 salary schedule showing 173 

what wages were before and after the January 25, 2013 layoff.   After losing the monthly 174 

USF funds, Manti knew we were going to be $65,571 short each month, so the Company 175 

was forced to lay off two of our four customer service reps, two for four repair 176 

technicians, and one of two construction workers.  This provided a monthly savings of 177 

$17,529 including wages, taxes, and benefits.  These layoffs left a skeleton crew that is 178 

extremely stressed and overworked.  None of the employees who remain employed by 179 

the Company have had a raise in four years.  Customer service is suffering.  Customers 180 

have to make multiple attempts to reach us because there is not enough staff to answer 181 

the phones, and we do not have enough technicians to quickly respond to problems. 182 

  We have not purchased any inventory, and only do what maintenance is absolutely 183 

required.   We recently increased the broadband line charge billed to Manti to mirror the 184 

NECA cost-based wholesale DSL rates.  This has increased Manti’s monthly revenues by 185 

approximately $15,000, but we are still far short of making our loan payment, let alone 186 

being in a position to pay back any UUSF funds.  Unfortunately, we have no other cuts 187 

that can be made. As indicated, the Company cleaned out one of its bank accounts to 188 

make the first quarter payment to RTFC of $277,309.17, but was not be able to make the 189 

full May or August 2013 payments. 190 

  Even with the lay-offs, no inventory purchases, only minimal maintenance, and 191 

the broadband line charge increase, we are still operationally short approximately 192 

$22,475 each month as indicated in the discussion of Manti TH 1 – 2013-11 Cash Flow 193 

above, and this does not take into consideration the amount we need to accrue each 194 
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month to be able to make our loan payments and property taxes.  When you consider the 195 

quarterly debt service, we are running at a shortfall of $121,581 per month as indicated 196 

above. 197 

 198 

Q. Is Manti currently receiving any UUSF Disbursements? 199 

A. No.  Unfortunately, as a result of the Commission’s December 28, 2012, what little UUSF 200 

funds that were awarded to us in the rate case are being retained by the State to be applied 201 

to the payback of the interim UUSF we previously received.  Releasing those funds to us 202 

would help our situation, but we would still be operating in a negative cash situation. 203 

 204 

Q. What is the current financial situation at Manti? 205 

A. As you can see from my testimony, this company is bleeding financially.  We cannot keep 206 

the doors open under our current financial situation.  We certainly cannot afford to pay 207 

back any UUSF funds.  We are running on a skeleton crew.  Employee morale is 208 

suffering.  Those employees we kept are glad to have jobs, but they haven't received 209 

raises in several years.  The cost-saving measures we have taken are beginning to affect 210 

our customer service.  We do not have enough staff to answer the phones and properly 211 

and take care of issues as they arise.  The Company’s financial position is not good. 212 

 213 

Q. Were you involved in the previous rate case? 214 

A. No.  I had only been with the company a few weeks when the rate case went to hearing.  215 

Although I wasn't involved in the rate case, I truly believe something went terribly wrong 216 
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along the way.  The only way out is to eliminate the UUSF payback and let Manti receive 217 

its requested UUSF increase immediately.  I believe the alternative is for the Company to 218 

shut the doors leaving three communities, the county seat, and Snow College without 219 

critical telecommunications services. 220 

 221 

Q. Does this conclude your testimony? 222 

A. Yes. 223 
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