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Section 1.0 Background

This document was devel oped as an audit and data verification framework, which can be used to set
gtandards for obtaining consistency and uniformity for the audit(s) of both the North American
Numbering Plan Administrator (NANPA) and Service Providers (SPs) who have either been assigned
or use North American Numbering Plan (NANP) resources. This document aso contains
recommendations regarding CO Code Application “For Cause’ audits.

Based on the audit procedures identified in this document, the Industry Numbering Committee (INC)
and other gppropriate industry fora should review existing guidelines to ensure that they contain dl the
audit criteria necessary for an auditor to function effectively.

Section 2.0 NANC Audit Rule and Adminigrative Recommendations

The activities recommended by NANC seek to facilitate the appropriate administration of numbering
resources. Service providers (SPs) must be obligated, as a condition for assgnment and continued use
of numbering resources, to provide when requested, accurate and timely forecast, utilization and audit
data. Thereis no reliable substitute for 100% SP participation since forecasted demand and utilization
data are necessary to verify the need for numbering resources— a crucid NANPA function necessary to
ensure the continued availability and gppropriate use of numbering resources.

Audits. An SP must:
- Retain underlying data used when caculating the quantities of telephone numbers (TNS)
included in its submissions (i.e.,, COCUS, MTE)
Participate in audits with the NANPA and/or the FCC' s designated neutra third party, e.g.,
gpecific instances where it has been determined the NANPA does not have the ability to audit
an SP objectively.
Prepare plans and implement them to address deficiencies identified during the audit.

The adminigtrative activities adopted by the NANC define the required rule-set shown above, al SPs
must aso be required to comply with the following:

SPs are required to retain underlying data used when cal culating the quantities of numbers
included in their submissons.

SP must provide timely data at the specified frequency.

SPsmust calculate the quantities of TNs displayed in its submissions using the Uniform
Number Status Definitions identified in the associated instructions/guiddine.
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21 Roleof NANPA

The NANC recommended that if an SP failsto demonstrate that it isin complete compliance with FCC
Rules and/or regulations, the NANPA must classify that SP asbeing in violation of FCC Rules. Upon
the determination by the NANPA of aviolation, the appropriate designated authority must be notified
by the NANPA inwriting. At thistime, the NANPA is not the auditor except in the case of “For
Causg” auditsin the CO Code Application process.

If authority to withhold or reclaim numbering resources has not been delegated to the NANPA, where
SPs are not in compliance with FCC Rules, it is recommended that the FCC or its designate initiate the
following activities:

1. direct the NANPA to deny the SP's request(s) for numbering resources.

2. direct the NANPA to suspend any action on the assgnment until the SP has completed
activities necessary to completely dleviate the violation.

3. direct the SPto return and the NANPA to reclaim the resource if said resourceis not brought
into compliance.

2.2  NANC Recommendation for Adminidrative Principles

It is recommended that dl of the following items be adopted as guiding principles by industry fora and
where appropriate, reflected in relevant guidelines and procedures.

Audits should not be burdensome to any SP or group of SPs and to this end, audits should be
conducted using one set of audit guidelines and procedures, irrespective of who is conducting the
audit.

It is recommended that the use of a uniform set of procedures and criteria be used when auditing
service providers and NANPA regardless of who initiates the audit, e.g. state regulators, FCC, etc.

It is necessary that the NANPA notify the FCC (or the appropriate regulatory authority) in writing of
its assgnment of a numbering resource, when in the NANPA'’ s experience, the continued practice of
the activity observed may be problematic. The NANPA, as the expert number administrator directed to
uphold the policy and procedure, is obligated to inform the FCC (or the appropriate regulatory
authority) of these Stuations.

If the NANPA becomes aware of a condition which is not in compliance with the guiddines or, is
counter to either the spirit of the guidelines or threatens the efficient use of numbering resources - even
though there exists no guiddine that explicitly contains a test for compliance - it is important that the
NANPA provide the FCC (or the appropriate regulatory authority) with a brief but concise description
of the condition. However, in this dtuation, the NANPA shdl not withhold the assgnment of the
resource.
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Section 3.0 Purpose

Audits of service providers are undertaken to verify compliance with industry guidelines that contain
relevant regulatory requirements, to verify that adequate and accurate records of NANP public
resources are maintained, and that usage reports are correct in order to forecast specific area code and
NANP exhaust. Separate audits may be undertaken related to unique regulatory numbering
requirements, which may not be found in industry guiddines. Audits of the NANPA are undertaken to
ensure compliance with and non-discriminatory application of industry guidelines, protection of
confidential information, and accuracy of record keeping. Audits may be undertaken to determine the
procedurd effectiveness of industry guidelines, and may vary in scope; i.e. they may focus on
conformance with only one standard or with many depending on the need.

Section 4.0 Definitions

The following definitions describe the various components contained within this audit framework:

Auditing is the accumulation and evauation of evidence about documented information of an entity to
determine and report on the degree of compliance against the established criteria (e.g. industry
guidelines).

Auditor means a neutral, independent party that is not affiliated with any telecommunications entity and
that adheres to generaly accepted auditing standards. The auditor will perform auditsin afar and non-
discriminatory manner to ensure efficient utilization of NANP resources, and to ensure the non-
discriminatory application of industry guidelines. .

Potentid Types of Auditsthat have been identified for NANP resources

Regularly Scheduled Audits are audits in which the entity being audited is notified in advance.
The schedule used by the auditor reflects a complete “ audit cycle’” which when completed, will
have atistically sampled data and records to ascertain whether the industry guiddlines are
being applied by the auditee.

Random Audits are audits in which the entity being audited is randomly selected from the
group of potential auditee’s. The auditor will have statistically sampled data and records to
ascertain whether the auditee is gpplying the industry guiddines.

“For Causeg” Audits are audits conducted on an entity to verify compliance with established
industry guideline(s) for reasons based on substantive concerns or the need to verify data. The
scope of a“For Cause” audit will be limited to the circumstances related to the cause identified.
“For Causg” Audits can only be initiated by the NANPA or by the appropriate regulatory
authority.
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Corrective Action means action taken by the auditee that:
1. Correctsidentified deficiencies
2. Produces recommended improvements
3. Demongtrates that audit findings are either invalid or do not warrant auditee action.

Type of audit finding report to be issued by the auditor:

Unqudified Opinion is where the result of the audit uncovers no deficiencies or noncompliance.

Qudified Opinion is where the result of the audit uncovers minor deficiencies and some
noncompliance was identified, but is not considered systemic.

Adverse Opinion is where the result of the audit uncovers mgor deficiencies and contains
systematic noncompliance.

Disclaimer of Opinion iswhere the auditor was unable to review sufficient information from the
auditee to form aclear opinion asto whether the auditee' s records or supporting information
contains any deficiencies or noncompliance.

Section 5.0 Scope of an Audit

An audit will examine adminigtration and use of NANP resources. Findings will be determined
through verification of files, records, and, if gppropriate, supporting operationa processes.

51 Indusry Guiddines
The following industry guidelines may be used in audits of service providers and NANPA:

Thousand Block (NXX-X) Pooling Administration Guidelines (INC 99-0127-023)

555 NXX Assignment Guiddlines (INC 94-0429-002)

800-855 Number Assignment Guidelines (INC 94-0401-001)

900 NXX Code Assignment Guiddines (INC 97-0404-012)

Carrier Identification Code Assgnment Guidelines (INC 95-0127-006)

Central Office Code (NXX) Assgnment Guiddines (INC 95-0407-008)

International Inbound NPA (INT/NPA/NXX) Assignment Guiddines (INC 94-0826-003)

Location Routing Assignment Practices (INC 98-0713-021)

-6-
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NPA Allocation Plan and Assignment Guidelines (INC 96-0308-011)
NPA Code Rdief Planning and Natification Guiddines (INC 97-0404-018)

Persona Communications Services NOO NXX Code Assgnment Guideines
(INC 95-0407-009)

Toll Free Resource Exhaust Rdlief Planning Guidelines (INC 97-0696-018)
Verticd Service Code Assgnment Guidelines (INC 96-0802-015)

Industry Guiddinesfor Toll Free Adminisiration

5.2 Suggested Areasof Audit Coverage of the NANPA

Compliance with applicable regulatory numbering mandates.

Compliance with and non-discriminatory gpplication of industry guiddines
(e.g. NPA Alloceation Plan and Assgnment Guiddlines).

Protection of confidentia information.

Accuracy of record keeping.

5.3 Audit Reporting

The audit report will include the type of report issued on the auditee (i.e. unquaified opinion,
qudified opinion, adverse opinion, or disclamer of opinion). The auditor will include a statement as
to whether the audit disclosed any noncompliance that is reevant to requirements found in industry
guiddines and gpplicable numbering regulatory mandates. The audit report will describe the specific
steps used while conducting the audit and the leve of detall investigated.

The auditor’ s report should be completed along with any additiona data collection and andysis no
later than 30 days after the receipt of the auditee’' s outline of the corrective action plan and statement.
Thefind audit report will include the auditor’ s findings and the auditee’ s summary corrective action
plan.

The auditor will forward the final audit report to the auditee and other designated entities. The
auditor must also take into consideration the proprietary and confidential information that may be
contained within the report when distributing any audit findings documentation.

The auditor’ s report will contain an opinion (or disclaimer of opinion) as to whether the supporting
documents, operations and reports are presented fairly in al materid respects and in conformity with
stated auditing standards, and industry guidelines.
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The report will contain, if applicable, an opinion on the supporting dataincluding descriptions of the
scope of any vaidation tests and results of those tests.

The audit finding report will dso contain a section on compliance which includes an opinion (or
disclaimer of opinion) as to whether the auditee complied with provisions contained in industry
guiddines which could have amaterid effect on the efficiency and nondiscriminatory management of
the NANP.

The report should include the following components:.

Summary of the auditor’ s resultsincluding the specific requirement(s) upon which the
audit is based.

The type of report issued on the auditee (i.e. unqualified opinion, qualified opinion,
adverse opinion, or disclaimer of opinion).

Information to provide a proper perspective for judging the prevaence and
consequences of the audit findings, such as whether the audit findings represent an
isolated instance or a systemic problem.

If systemic, report on whether such conditions constitute significant weaknesses.

An identification of areas requiring corrective action.

54 Audit Findings

Audit findingswill be presented in sufficient detail for the auditee to prepare a corrective action plan
and take corrective action to resolve the identified discrepancies.

FCC or its designate may review the auditor’ s findings and workpapers and offer recommendations
concerning the conduct of the audit. The FCC or its designate may have exceptionsto the findings and
conclusions of the auditor that remain unresolved. Theseitems are to be included in the final audit
report.

The FCC or its designate has 14 cdendar days to submit recommendations and revisionsto the auditor
for incluson in the final audit report. After this 14 caendar day interval, the auditor will provide a
copy of the fina audit report to the auditee and other designated entities.

Within 30 calendar days of receiving the find audit report the auditee must respond to the audit
findings. This response will be incorporated as an gppendix to the final audit report, which is then filed
with the FCC or its designate. Based on the final audit report the FCC may take any action necessary
to ensure that the auditee operates within industry guiddines, as well as such other action asis deemed
necessary and in the public interest.

55 Reentionof Audit Working Papers

The auditor will retain working papers and reports a minimum of three years after the date of the
issuance of the auditor’ sfina report(s) to the auditee, unless the auditor is notified by the FCC or its
designate to extend the retention period.
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Audit working papers will be made available to the FCC or its designate, asis reasonable and necessary
to resolve audit finding disputes.

Section 6.0 “For Causg” Audits

“For Causg’ Audits are audits conducted on an entity to verify compliance with established industry
guiddine(s) for reasons based on substantive concerns or the need to verify data. The scope of a* For
Cause’ audit will be limited to the circumstances related to the cause identified. “For Cause” Audits
can beinitiated by the NANPA or by the appropriate regulatory authority.

Like other audits, “For Cause’ audits are limited to NANP numbering resources and are focused on
specific compliance dements related to the cause or related to an item that is suspected of
noncompliance.

6.1 “For Causg’ Auditsof Service Providers

The current NANC Requirements document obligates NANPA to perform specific “For Cause’ audits
when processing Central Office Code applications asidentified in the industry Centra Office Code
Assignment Guideline. Other “For Cause’ audits may be conducted by an auditor, which may include
NANPA.

The following examples are provided to demonstrate why a“For Cause” audit may be conducted:
Required forecast and utilization reports are not filed.

Service provider forecast and utilization reports are systemicaly over-estimated or under-estimated
and a“For Cause’ audit could review utilization datato ensure that forecasts are indeed reflective of
what has been estimated.

Assgnments for particular usage which may not be needed or which may actually be used for
purposes other that for what they were assgned may trigger a*“For Cause” audit.

Requests for an extraordinary amount of central office codes compared to past experience may trigger
a“For Causg’ audit.

6.2 Current NANPA “For Causg’ Audit Obligations Reaing to CO Codes

Under the current NANC NANPA Requirements document, dated February 20, 1997, the
NANPA has an obligation to verify/audit SPs when determining if an SP has demonstrated, per
the CO Code guiddlines, its compliance/eligibility to be assigned numbering resources.



NANC AUDIT FRAMEWORK
NOVEMBER 16, 1999

The need for audits beyond those currently identified in the NANPA Requirements document is
not within the scope of NANPA's current obligations. However, the NANPA will document, for
use in future audits, details which display the findings that indicate a reasonable cause for further
(broader) audit of the SP.

The NANC in its recommendation on paragraph 38 of Docket 99-200 stated that if the NANPA
becomes aware of a condition which is not in compliance with the guiddlines or, is counter to either the
gpirit of the guidelines or threatens the efficient use of numbering resources - even though there exists
no guideline that explicitly contains atest for compliance - it isimportant that the NANPA provide the
FCC (or the appropriate regulatory authority) with abrief but concise description of the condition.
However, in this Stuation, the NANPA shal not withhold the assignment of the resource.

6.2.1 “For Causg’ Auditsaof the CO Code Assgnment Application Process

There are different types of “For Cause’ audits, any of which may be triggered by avariety of different
circumstances. This section addresses the “For Cause’ audits conducted by the NANPA when deemed
necessary by the NANPA in its effort to verify aservice provider’s (SP) compliance to the industry CO
Code Assgnment Guidelinesin conjunction with a pending CO Code application.

Although the NANPA will record for future use any irregularities discovered during this type of “For
Cause’ audit, only those irregularities that impact the SP' s compliance with the CO Code guiddine will
be further investigated by the NANPA.

The following four items are shown below to convey the general scope and purpose of NANPA's
obligation asit relates to “For Cause” audits of the CO Code assignment gpplication process.

1. Audits conducted by the NANPA are focused to ascertain SP compliance with the guideines when
determining (with respect to the guidelines) if the SPis digible to be assigned numbering resources.

2. Auditing includes the verification (requesting, obtaining and ingpecting) of supporting SP
documentation concerning arequest for resources prior to NANPA assigning a resource.

3. Audits may dso involve the ingpection of systems/records and will occur when a SPs compliance
with the guiddines is questionable even after the ingpection of technica and quantitative support
data. NANPA is obligated to determineif the SP has demonstrated that its request satisfiesthe
guidelines concerning its CO Code Application.

4. The need for further audits of SP data - beyond the purpose identified in three above, is not within

the scope of NANPA’s current obligations. The NANPA will document for usein future audits
detailsthat digplay the findings that indicate a reasonable cause for further (broader) audit of a SP.

-10-
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6.22 SampleAdtiviiesWhichMay Leadtoa®For Cause’ Auditinthe CO
Code Application guiddines.

The following examples summarize some of the data the NANPA will review which may lead to a*“ For
Causg’ audit if the NANPA determines that the examination of underlying data is necessary before the
NANPA can confirm the SP is compliant.

1. Caetification - CO Code Administrator checks to determine if a code applicant is certified to
provide service in the areafor which the code is being requested, when that gpplicant first applies
for aCO codeisreceived for agiven area.

2. Application Form (Part 1) - The CO Code Administrator reviews the information contained on the
Part 1 and MTE Worksheets for CO Code applications for growth codes and when necessary,
contacts the gpplicant if there are any questions or required clarifications.

3. MTE Worksheset - The CO Code Administrator reviews the worksheet to determine, for example,
if:

CO codes used for the calculations on the MTE form do not correlate with holdings as
reflected in NANPA assgnment databases or in the LERG

Higtoricd datareflects TN assgnment levelsthat are inconsistent with the actua number of
codes assigned to the service provider in a particular NPA/rate center.

Historica assgnment information (i.e., 6 months) does not match up with projected forecast
over next 12 months.

A series of code applications from a service provider contain the same or smilar information
concerning historical assgnment data.

Historical assgnment data or other available information on that carrier’s CO assignment rates
within an NPA differs substantially than previous assgnment history.

(Note that during “For Cause’ audits, NANPA may “reach through” the service provider to the
customer (with the SP' s prior knowledge and concurrence) to determine if TNs are being used
effectively by that customer in cases where large “number blocks’ are assigned to that customer.)

6.2.3 CO Code Application Audit Results/Problem Resolution

In light of the audit findings, NANPA will assign, and/or advise the SP what needs to be addressed to
become compliant or, requests the return of the code(s) per Section 7 of the CO Code guiddines.
NANPA/SP activities, if necessary, include the following:

1. Written audit results prepared by the NANPA will identify for the SP what specific changes are
necessary for the SP to come into compliance (and before it may be assgned numbering
resources.) NANPA will describeits findings and the SP process/record keeping changes necessary
to bring the SP into compliance with the guidelines.

-11-
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2. Corresponding corrective action plans prepared by the SP will be used by NANPA to determine if
and when the SP will become compliant. The NANPA will determine if the benchmarks/milestones
proposed in the Corrective Action Plan will dlow NANPA to track the SPs progress and
aufficiently correct the problemsidentified.

3. NANPA dso will recommend to the INC modifications to the guidelines for those areas where
ether deficiencies or misunderstanding of the guiddines made known to the NANPA during the
course of itsduties are found.

6.24 Examplesof NANPA's Duty to Verify Compliance with CO Code
Application Guiddines

The following are examples of NANPA' s responghbility to verify SP compliance to the centrd office
code assignment guiddines when processing applications for CO NXX numbering resources. This
process will be gpplied by the NANPA uniformly and in afar and impartia manner.

1. The NANPA will ensure that a code request is made on a current copy of code gpplication Part 1
form (Code Request form). Upon receiving an application, NANPA will aso:

Ingpect the Part 1 Code Request Form to determine if the form has been filled out completely,
e.g., one code request per form.

Ingpect the data provided to determine if it meets the criteria (and conforms) to the
requirements of the Centrd Office (CO) Code Assignment Guidelines.

If necessary, contact and assst the gpplicant in properly completing the code application forms.

2. Witheachinitid (first) code request in a given state and/or rate center the NANPA will:

Verify the code applicant is certified (NANPA will obtain and inspect certification
documentation or visiting state web sitesfor listing of certified service providersif necessary to
confirm certification)

Ingpect the written explanation (provided by the applicant), if the need for acodeis required
for specid routing/billing purposes.

3. With each additiond (growth) code request, NANPA will examine the application and the related
months to exhaust worksheet to verify the application was completed in compliance with the
guidelines. NANPA will verify that the SP has properly:

Prepared and submitted a months to exhaust form indicating that its currently assigned
resources will exhaust in 12 months (6 months if the NPA isin jeopardy).

Shown dl of the previoudy alocated/assgned resources and verify that it does project exhaust
in the required period.

Provided detailed documentation, which supports multiple code requests for in the same rate
center.

-12-
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4. After assgnment of acode, the NANPA will:

Verify the correct and timely RDBSBRIDS entry for code to ensure the records created in
RDBSBRIDS conform with the origina code request.

Verify recaipt of Part 4 form (Confirmation of Code Activation) no later than six months after
assgnment.

Initiate reclamation process if not received in accordance with the Central Office (CO) Code
Assgnment Guidelines.

For reservations, NANPA wiill:

Verify the documentation submitted is complete and substantiates the need for a CO code
reservation per the guidelines, e.g., the proposed activation date is within twelve months.
Verify that the request meets the requirements and complies with the guidelines per Section 4
of the Centra Office Code Assgnment Guiddines.

During the time an NPA isin jeopardy or extraordinary jeopardy, NANPA will verify, where

goplicable, that al gpplicants have submitted ajeopardy COCUS and that al comply with the
jeopardy procedures agreed to by the industry. The guiddines and the defined jeopardy process
agreed to by the industry are the basis for determining SP compliance.

NANPA will verify that the gpplicant contact information is current.

NANPA will verify the SPisin compliance with al government regulations, including (existing)

State and FCC Rules; if any.

NANPA will verify the SP has participated in audits (when requested) per the guiddines and/or

FCCrules, if any.

10. NANPA will:

6.3

Provide specific reasons for any denia of numbering resources to the applicant in writing and
identify where the SP can make an gppedl.

Perform reclamation procedures outlined in Section 7 of the guidelines and refer to INC those
instances where an SP does not return a code (not in service) as requested by the NANPA, per
the guiddlines.

Refer to INC for resolution of any SP request for further extension of the original 90-day
activation date extension.

“For Causs’ Auditsof NANPA

NANPA will adso be subject to a*“For Cause” audit for compliance with industry guidelines and other
appropriate requirements.

-13-
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Section 7.0 Random Audits

Random Audits are audits in which the entity being audited is randomly selected from the group of
potentia auditee’s. The auditor will have statistically sampled data and records to ascertain whether the
auditee is gpplying the industry guidedlines.

The random audits shdl cover dl auditee operations that assign or otherwise administer NANP
resources. The auditor will ensure the scope of the audit covers al substantive aspects of industry
guidelinesto ensure afair assessment of the auditee' s compliance.

The auditor and auditee will exchange information and documents as specified. The Auditor will consult
with the FCC or it' s designate on questions of clarification or interpretation on rules and or guiddlines.

In accordance with generally accepted auditing standards, the auditor will determine whether the
auditee has complied with the regulations and the provisions contained within industry guidelines that
may have amaterid effect on each of the NANP resources under review. The auditor, if necessary, will
work with the auditee to gain an understanding of how the auditee' s supporting data was derived. If a
review of theinternal organizational processesisineffectivein detecting noncompliance, the auditor
should perform additional validation tests to determine if there is a reportable condition.

Section 8.0 Audit Specifications and Requirements

Standards and procedures subject to audit verification are found in industry developed guidelines.
These audits will be conducted in accordance with generally accepted auditing standards.

NANP adminigtrators who oversee and manage numbering resources in accordance with the provisons
contained in industry guidelines, applicable regulatory rules and requirements shall be subject to an
audit.

All service providers who obtain numbering resources in accordance with the provisions contained in
industry guidelines shal be subject to audit.

Exemptions:.

Service providers who have atotal of six or fewer centrd office codes assigned to them from the
NANP shal be exempt from random audits unless the auditor has been directed by the FCC or its
designate to include such service providersin an audit.*

There are no exemptions from “For Cause” audits.

Y NANC Interim Audit Agreement, February 17-18, 1999

-14-
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Section 9.0 Audit Frequency and Sdection Methodology

Auditees will be notified within a reasonable timeframe by the auditor and the audit will commence on
amutually agreed upon date?’.

Random audits should be conducted according to the process that is adopted by the FCC and should
be conducted using a sampling methodol ogy that has been approved by the FCC or itsdesignate. The
Auditor will follow this sampling methodol ogy when conducting arandom audit.

“For Cause” audits can occur any time that the NANPA or appropriate regulatory authority deems
there isaneed.

Section 10.0 Disputes and Sanctions

During the course of an audit, should a dispute arise between the auditor and the auditee, the audit and,
if appropriate, any related NANP resource application and assignment may be suspended until such
time as the dispute can beresolved.  The auditee and or the auditor may avail themsdlves of the
NANC Dispute Resolution Process to achieve resolution.

In cases of continued inability or unwillingness of the auditee to have an audit conducted, or to correct
audit findings that find the auditee in noncompliance, the FCC or its designate shall direct the NANPA
to impose sanctions such as:

a) Delay the assgnment of additional NANP resources until the audit is completed
satisfactorily;

b) Withhold the assgnment of NANP resources until items found to be in non-
compliance are brought into compliance;

C) Temporarily suspend access to NANP resources until the audit can be conducted.

The auditor shal conduct any audit in a nondiscriminatory manner, shall not release confidential data or

incorrectly report the results of any audits. There shal be gppropriate pendties enumerated in the audit
contractual agreement where the auditor isin noncompliance with the above.

Section 11.0 Audit Cogtsand Cost Recovery

The NANPA is respongble for conducting “For Cause’ audits as per the NANC NANPA
Requirements document dated February 20, 1997. The NANPA Requirements document may be
superceded by subsequent releases of the NANC Requirements document, which may or may not

2 Regularly scheduled audits will not be conducted. This decision was madein the North American Numbering Council (NANC)
recommendation adopted August 1999.
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affect the NANPA'’s auditor role and responsibilities. The cost of those previoudy identified audits
performed by NANPA is currently part of the firm, fixed price contract. Audits, which are not part of
the NANP Administrator’ s responsibilities, will be funded by the NANP cost recovery model.

On October 19, 1999 NANC agreed to the following relative to “ For Cause’ audits:

They will be funded by the industry through the NBANC for aninitid trid period.
The process will be reexamined in January 2001 to assess the funding decision (above) and
make changes as necessary.

Section12.0  Auditor Responsibilities

An auditor shal perform an audit of the data, records, and reports and, if necessary, supporting
operationa processes in accordance with generdly accepted auditing standards.

The auditor shal:

a Obtain an understanding of industry guidelines, and any other gpplicable industry
documentation prior to commencing audit activities.

b. Consult with the FCC or its designate on questions of clarification or interpretations on rules
and or guiddines.

c. Perform procedures to determine whether the auditee has complied with regulations, and the
provisions contained within industry guidelines that could affect the efficient use of NANP
resources.

d. Follow up on prior audit findings, perform procedures to assess the reasonableness of prior
audit findings as may have been conducted on the auditee, and report, as part of the current
audit findings, any sgnificant misrepresentation of the status of any prior audit finding or
corrective action plan.

e. Document audit findingsin a confidential and proprietary report.

Prepare the report in the form of elither combined or separate reports depending on the NANP

resource(s) audited in accordance with generaly accepted auditing standards.

—h

Section 13.0 Auditee Responghilities

The auditee is responsible for cooperating with the auditor during the audit.
The auditee shdll:
a) Identify al NANP resources within their control for the auditor.
b) Desgnate apoint of contact for overal auditee coordination and follow-up. Provide the data

and records requested by the auditor within the specified timeframe as determined between the
auditor and the auditee.
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c) Provide appropriate supporting documentation and data for reports submitted in accordance
with industry guiddines.

d) If needed, provide the auditor accessto interna systems and documentation that will provide
reasonable assurance that the auditee is managing NANP resources in compliance with industry
guiddines.

e) Follow-up and take corrective actions on audit findings, including preparation of a corrective
action plan.

f) Report on the status of the corrective action plan to the FCC or its designate.

0) Retainacopy of thefind audit finding report and corrective action plan for three years from
the date of the final auditor’ s report.

13.1 Audit Findings Follow-up

The auditee is responsible for follow-up and corrective actions on dl audit findings.

Upon completion of the audit, the auditee will prepare a corrective action plan to address each audit
finding included in the auditor’ sreport. The corrective action plan must include a a minimum the
name(s) of the auditee contact person(s) responsible for each corrective action, the corrective action
planned, and the anticipated completion date. If the auditee does not agree with the audit finding
report or believes that corrective action is not required, then the corrective action plan must include an
explanation and specific reasons.

A outline of the corrective action plan should be prepared no later than 14 caendar days after receipt
of adraft of the auditor’ s audit finding report. This outline should be forwarded to the auditor for

incluson in the find audit finding report. A detailed corrective action plan should be presented to the
auditor and the FCC or its designate not later than 30 days after the fina audit report has been issued.

Section 14.0 Audit Location

Auditswill usually take place on the auditee' s premises. However, other cost effective arrangements
may be consdered if agreed to by the auditor and the audited party.

Section 15.0 Summary of Audit Roles

15.1 Audit of aSavice Provider

1. Auditor
- Determines scope of audit
Contacts the service provider to schedule and conduct initial meeting and determine audit
arrangements
Secures from NANPA gpplicable records and documentation
Conducts audit
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Checks audit history if any, prepare findings, and send to service provider within TBD working
days

Monitors corrective action plan

Retains al audit records as directed

2. NANPA
Assgts the auditor in the process of selecting SP to be audited
Provides applicable records and documentation to auditor

3. Service Provider
Cooperates with the auditor to efficiently accomplish the audit
If needed, responds to auditor’ s findings via the corrective action procedures

15.2 Audit of NANPA

1. Auditor
- Determines scope of audit

Contacts NANPA to schedule and conduct initid meeting and determine audit arrangements
Secures from NOWG applicable records and documentation relevant to NANPA's
performance.
Conducts audit
Checks audit history if any, prepare findings, and send to NANPA within TBD working days
Monitors’ NANPA corrective action plan
Sends a high-level summary to the NANC and/or NOWG
Retains al audit records as directed

2. NANPA
Cooperates with the auditor to efficiently accomplish the audit
Respond to auditor’ s findings via the corrective action procedures

3. FCC aritsDesgnete

Provide applicable records and documentation to auditor
Be an available resource to the auditor for questions
Congder audit results when performing annua NANPA performance eva uation
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Section 16.0 Recommendations

The following recommendations were identified during the development of this audit framework.
The recent FCC Number Resource Optimization NPRM has dso created some uncertainty asto the
actua roles and obligations of the auditor, auditee and other designated parties.

The Auditor is not responsible for monitoring the implementation of an auditee' s corrective
action plan.

“For Causg’ audits will provide the grestest benefit to ensure ongoing compliance with
industry guiddiines. Thisdirects the auditor’ s resources to the most obvious cases of abuse
or neglect.

Random audits will provide the best benefit to ensure auditee compliance with industry
guidelines. The randomness of this audit will encourage continud vigilance.

Regularly scheduled audits are not necessary because they provide minima benefit and may
be duplicative if either a*For Cause” or random audit has recently occurred. They could
a0 cause the auditee to become lax within the scheduled audit cycle. Additiondly, the
large number of service providers would make a comprehensive audit of the industry
impractical from both alogistical and cost perspective.

This document should be referred to the INC to alow the INC to begin reviewing industry
guiddlines and deve op the specific audit procedures associated with each numbering resource.
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Appendix A
Process for Service Provider Audits
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Appendix B

I ndependent

Auditor

Process for Audits of NANPA
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Appendix C
Audit Report Timeline

- : Auditee
Auditor Auditee Audi _to’ Produce
Draft of |———| Outline of Pg:gr:;’h Detallc_ad
Audit Corrective Audit Corrective
Findings Action Plan Action
Report Plan
14 days e » 30 days e » 30 days
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