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Summary of the Schools and Libraries Support Mechanism Beneficiary Audit Report Released: July 2023.

USAC
Management
Number of Amount of | Monetary Recovery Commitment Entity
Entity Name Findings Significant Findings Support Effect Action Adjustment | Disagreement

Zones Corporate 1 e E-Rate Funded Equipment $1,227,386 $39,096 $39,096 $0 N/A
Solutions, Inc. Not Installed by Required

Deadline. The Beneficiary
Attachment A did not ipstall In‘Eemal

Connections equipment

prior to the service delivery

deadline.
Total 1 $1,227,386 $39,096 $39,096 $0
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EXECUTIVE SUMMARY

March 28, 2022

Dominic Camden, SVP and Chief Sales Officer
Zones Corporate Solutions, Inc.

1102 15™ St. SW, Suite 102

Auburn, WA 98001

Dear Dominic Camden:

The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division (AAD)
audited the compliance of Zones Corporate Solutions, Inc. (Service Provider), Service Provider Identification
Number (SPIN) 143030023, for Funding Year 2019, using regulations and orders governing the federal
Universal Service E-Rate program, set forth in 47 C.F.R. Part 54, as well as other program requirements
(collectively, the Federal Communications Commission (FCC) Rules). Compliance with the FCC Rules is the
responsibility of the Service Provider’'s management. AAD’s responsibility is to make a determination
regarding the Service Provider’s compliance with the FCC Rules based on the limited review performance
audit.

AAD conducted the audit in accordance with Generally Accepted Government Auditing Standards (GAGAS)
issued by the Comptroller General of the United States (2018 Revision, as amended). Those standards require
that AAD plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis
forits findings and conclusions based on the audit objectives. The auditincluded examining, on a test basis,
evidence supporting the type and amount of services provided by the Service Provider to E-Rate program
applicants (selected Beneficiaries), as well as performing other procedures AAD considered necessary to make
a determination regarding the Service Provider’s compliance with the FCC Rules. The evidence obtained
provides a reasonable basis for AAD’s findings and conclusions based on the audit objectives.

Based on the test work performed, our examination disclosed one detailed audit finding (Finding) discussed
in the Audit Result and Recovery Action section. For the purpose of this report, a Finding is a condition that
shows evidence of non-compliance with the FCC Rules that were in effect during the audit period.

Certain information may have been omitted from this report concerning communications with USAC
management or other officials and/or details about internal operating processes or investigations. This report
is intended solely for the use of USAC, the Service Provider, and the FCC and should not be used by those who
have not agreed to the procedures and taken responsibility for the sufficiency of those procedures for their
purposes. This report is not confidential and may be released to a requesting third party.
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We appreciate the cooperation and assistance extended by you and your staff during the audit.
Sincerely,

/(71/2[# -;Z'IIY?))Y'Z , Jj‘y({/;[,ﬁ

Jeanette Santana-Gonzalez
USAC Senior Director, Audit and Assurance Division

cc: Radha Sekar, USAC Chief Executive Officer
Craig Davis, USAC Vice President, E-Rate Division
Teleshia Delmar, USAC Vice President, Audit and Assurance Division
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AUDIT RESULT AND RECOVERY ACTION

Recommended
Audit Result Monetary Effect Recovery
Finding: 47 CFR § 54.507(d)(4) - E-Rate Funded $39,096 $39,096

Equipment Not Installed by Required Deadline.
The Beneficiary did not install Internal Connections
equipment prior to the service delivery deadline.

Page 3 of 8
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USAC MANAGEMENT RESPONSE

USAC management concurs with the Audit Result stated above. See the chart below for the recovery amount.
USAC will review other invoices filed by the Beneficiary during the audited Fund Year that were not in the
scope of this audit and there may be additional recoveries and/or commitment adjustments.

USAC will request the Beneficiary provide copies of policies and procedures implemented to address the
issues identified. USAC also refers the Beneficiary to our website for additional resources. Various links are
listed below:

e https://www.usac.org/e-rate/learn/webinars/ (“E-Rate Equipment Transfers”; July 27, 2021). Please
see 7:00 to 27:05 for equipment transfer requirements and 28:35 to 49:00 for related Q&A session.

e https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2021/07-27-2021-E-Rate-
Equipment-Transfers-Webinar-Slides.pdf (please see slides 10-48).

e https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2021/07-27-2021-
Procedure Filing Guideline Infograph.pdf

USAC records show the Beneficiary is currently subscribed to the E-Rate weekly News Brief. USAC encourages
the Beneficiary to review the News Brief as it contains valuable information about the E-Rate program.

Recovery

Amount
1999034333 $39,096

PURPOSE, SOURCE, SCOPE AND PROCEDURES

PURPOSE
The purpose of the audit was to determine whether the Service Provider complied with the FCC Rules.

SCOPE
The following chart summarizes the E-Rate program support amounts committed and disbursed to the
Service Provider for Funding Year 2019 (audit period):

Service Type Amot.mt I'\mount
Committed Disbursed
Internal Connections $1,317,170 $1,226,789
Basic Maintenance of Internal Connections $6,206 $597
Total $1,323,376 $1,227,386
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Note: The amounts committed and disbursed reflect funding year activity as of the commencement of the
audit.

The committed total represents 43 FCC Form 471 applications with 66 Funding Request Numbers (FRNs). AAD
selected three FRNs of the 66 FRNs!, which represent $685,214 of the funds committed and $668,739 of the
funds disbursed during the audit period, to perform the procedures enumerated below with respect to the
Funding Year 2019 applications submitted by the selected Benéeficiaries.

BACKGROUND
The Service Provider provides information technology services and its headquarters are located in Auburn,
Washington.

PROCEDURES
AAD performed the following procedures:

A. Eligibility Process
AAD obtained an understanding of the Service Provider’s processes and internal controls governing its
participation in the E-Rate program. Specifically, AAD conducted inquiries of the Service Provider and the
selected Beneficiaries and examined documentation to determine whether controls exist to ensure
equipment was eligible, delivered, and installed in accordance with the FCC Rules. AAD conducted
inquiries and examined documentation to determine whether the Service Provider assisted with the
completion of the selected Beneficiaries’ FCC Forms 470.

B. Competitive Bid Process

AAD conducted inquiries and examined documentation to determine whether the Service Provider
participated in or appeared to have influenced the selected Beneficiaries’ competitive bidding processes.
AAD reviewed the Service Provider’s contracts (if applicable) with the selected Beneficiaries to determine
whether the contracts were properly executed. AAD evaluated the equipment requested and purchased
to determine whether the Service Provider provided the equipment requested in the selected
Beneficiaries’ FCC Forms 471. AAD also examined documentation to determine whether the Service
Provider offered the selected Beneficiaries the lowest corresponding price charged for similar equipment
to non-residential customers similarly situated to the selected Beneficiaries.

C. Billing Process
AAD reviewed the FCC Form 474 Service Provider Invoices (SPIs) for which payment was disbursed by
USAC to determine whether the equipment identified on the SPIs, and corresponding service provider
bills, was consistent with the terms and specifications of the Service Provider’s contracts and eligible in
accordance with the E-Rate program Eligible Services List. AAD also examined documentation to
determine whether the Service Provider charged the selected Beneficiaries the lowest corresponding
price charged for similar equipment to non-residential customers similarly situated to the selected
Beneficiaries. In addition, AAD examined documentation to determine whether the Service Provider

! The FRNs included in the scope of this audit were: 1999037777, 1999009928, and 1999034333.
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billed the selected Beneficiaries for the non-discounted portion of eligible equipment purchased with
universal service discounts and did not provide rebates, including free services or products.

D. Site Visit
AAD performed a virtual site visit to evaluate the location and use of equipment and services to determine
whether it was delivered and installed and located in eligible facilities.

E. Reimbursement Process
AAD obtained and examined the SPIs submitted for reimbursement for the equipment delivered to the
selected Beneficiaries and performed procedures to determine whether USAC was invoiced properly.
Specifically, AAD reviewed service provider bills associated with the SPIs for equipment provided to the
selected Beneficiaries. AAD determined whether the Service Provider billed the selected Beneficiaries for
only the non-discount portion of the cost, or if the Service Provider issued credits on the Service Provider
bills to the selected Beneficiaries.

Page 6 of 8
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DETAILED AUDIT FINDING

Finding: 47 C.F.R. § 54.507(d)(4) - E-Rate Funded Equipment Not Installed by Required
Deadline

CONDITION

AAD obtained and examined the FCC Form 471 and corresponding fixed asset listing (FAL) provided by Weld
County School District #6 (Beneficiary) to select a sample of equipment for a virtual site visit and determine
whether the internal connections equipment (i.e., non-recurring services) purchased under FRN 1999034333
for Funding Year (FY) 2019 were installed in a timely manner. Out of the total 138 uninterrupted power supply
(UPS)/ battery backup units received, the Beneficiary did not install 30 model SMX3000LV and 30 model
SMX120BP UPS/ battery backup units and make sure they were operational prior to the service delivery
deadline of September 30, 2021.>

The Beneficiary explained that out of the 60 uninstalled UPS/battery backup units, 32 would be installed in a
new school that will open in Spring 2022.2 However, the Beneficiary did not request an extension of the
service delivery deadline for the 32 units that will be installed at the new school.* Additionally, the Beneficiary
also explained that 28 units were currently being stored at a warehouse.> The pre-discounted cost of the
equipment that was not installed on or before the non-recurring services deadline is summarized below:

. Unit Total Discount Discounted
FRN L2 Quantity Price Price Rate Cost
SMX3000LV 30 $1,135 | $34,050 80% $27,240
1999034333
SMX120BP 30 $494 $14,820 80% $11,856
Total $39,096

Because the Beneficiary installed the equipment after the implementation deadline and did not file a request
with the E-Rate program for an extension of the implementation deadline, AAD concludes that the Beneficiary
did not install internal connections equipment by the required deadline.

CAUSE

The Beneficiary did not have adequate controls and procedures in place to ensure that equipment is either
installed prior to the service delivery deadline or an FCC Form 500 is filed to request a service delivery
deadline extension. The Beneficiary stated that they did not file an FCC Form 500 to request a service delivery
deadline extension because they do not know when the equipment will be installed since the building is still
under construction.®

247 C.F.R. § 54.507(d)(4) (2018); see also Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6,
Order, 35 FCC Rcd 2978, 2980, para. 6 (WCB Apr. 1, 2020) (extending the service delivery deadline for non-recurring
services to September 30, 2021 for all Funding Year 2019 applicants).

3 See Beneficiary’s responses to AAD’s AIR question #1 received on August 11, 2021.

4 See supran.2.

5 See supra n.3.

¢ See email sent by Brenda Haynes (E-Rate Consultant) to AAD (received on Jan. 29, 2022).
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EFFECT

The monetary effect of this finding is $39,096. This amount represents the discounted cost of the 60
uninstalled UPS/battery backup units purchased under FRN 1999034333 that were not installed and in use
prior to the service delivery deadline.

RECOMMENDATION
AAD recommends that USAC management seek recovery of $39,096 from the Beneficiary.

The Beneficiary must implement policies, controls, and procedures to ensure that internal connection
equipment (i.e., non-recurring services) is installed and operational by the implementation deadline. In
addition, in the future, AAD recommends that the Beneficiary file a request for an extension, if any service
delivery delays are anticipated. The Beneficiary can learn more about the process to request a service
delivery deadline extension at https://www.usac.org/e-rate/applicant-process/before-youre-done/service-
delivery/. Also, the Beneficiary can learn more about the E-Rate program’s training opportunities on USAC’s
website at https://www.usac.org/e-rate/trainings/and keep current on E-Rate news at
https://www.usac.org/e-rate/resources/news-brief/.

BENEFICIARY RESPONSE
Weld County School District 6 has already implemented substantial inventory controls for all current and
future projects.

CRITERIA
The 47 C.F.R. § 54.507(d)(4) (2018) states:

“The deadline for implementation of all non-recurring services will be September 30 following the close of the
funding year. An applicant may request and receive from the Administrator an extension of the
implementation deadline for non-recurring services if it satisfies one of the following criteria:
(i) The applicant's funding commitment decision letter is issued by the Administrator on or after
March 1 of the funding year for which discounts are authorized;
(ii) The applicant receives a service provider change authorization or service substitution
authorization from the Administrator on or after March 1 of the funding year for which discounts are
authorized;
(iii) The applicant's service provider is unable to complete implementation for reasons beyond the
service provider's control; or
(iv) The applicant's service provider is unwilling to complete installation because funding
disbursements are delayed while the Administrator investigates the application for program
compliance.”

**This concludes the report.**
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Summary of the Schools and Libraries Support Mechanism Beneficiary Audit Reports Released: August 2023.

USAC
Management
Number of Amount of | Monetary Recovery Commitment Entity
Entity Name Findings Significant Findings Support Effect Action Adjustment | Disagreement

Baltimore City 1 e Untimely Payment of the $2,717,796 | $1,199,330 $0 $0 N
School District Beneficiary’s Non-

Discounted Share to the
Attachment B Service Provider. The

Beneficiary did not

consistently pay the non-

discounted portion of its

Service Provider’s bills

within 90 days after the

Service Provider billed for

the services.
Crown Castle 2 e No significant findings. $60,897,229 $7,788 $900 $0 Partial
Fiber LLC
Attachment C
Clark County 2 e No significant findings. $3,325,753 $4,032 $4,032 $0 N
School District
Attachment D
New York City 1 e Untimely Payment of the $12,769,256 | $1,535,098 $0 $0 Y
Department of Beneficiary’s Non-
Education Discounted Share to the

Service Provider. The
Attachment E Beneficiary did not

Available For Public Use
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USAC

Management
Number of Amount of | Monetary Recovery Commitment Entity
Entity Name Findings Significant Findings Support Effect Action Adjustment | Disagreement
consistently pay the non-
discounted portion of its
Service Provider’s bills
within 90 days after the
Service Provider billed for
the services.
Salinas Union 1 e No significant findings. $1,772,535 $527 $0 $0 Y
High School
District
Attachment F
Total 7 $81,482,569 | $2,746,775 $4,932 $0

Available For Public Use
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PERFORMANCE AUDIT

BALTIMORE CITY SCHOOL DISTRICT
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E-RATE SUPPORT MECHANISM RULES

USAC AupIT NO. SL2021LR040

Cotton

A % SIKICH. COMPANY

Cotton & Company Assurance and Advisory, LLC
333 John Carlyle Street, Suite 500

Alexandria, Virginia 22314

703.836.6701, phone

703.836.0941, fax

www.cottoncpa.com
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333 John Carlyle Street, Suite 500 | Alexandria, VA 22314

A 8 SIKICH. COMPANY P:703.836.6701 | F: 703.836.0941 | www.cottoncpa.com

UNIVERSAL SERVICE ADMINISTRATIVE COMPANY

BALTIMORE CITY SCHOOL DISTRICT
COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND
E-RATE SUPPORT MECHANISM RULES

Executive Summary
August 16, 2023

Ms. Teleshia Delmar, Vice President — Audit and Assurance Division
Universal Service Administrative Company

700 12th Street, N.W., Suite 900

Washington, DC 20005

Dear Ms. Delmar:

Cotton & Company (referred to as “we”) audited the compliance of Baltimore City School
District! (Beneficiary), Billed Entity Number (BEN) 126376, using regulations and orders
governing the federal Universal Service E-Rate program, set forth in 47 C.F.R. Part 54, as well
as other program requirements (collectively, the Federal Communications Commission [FCC]
Rules). Compliance with FCC Rules is the responsibility of Beneficiary management. Our
responsibility is to make a determination regarding the Beneficiary’s compliance with FCC
Rules based on our audit, pursuant to 47 C.F.R. Section 54.516 (c).

We conducted this performance audit in accordance with our contract with the Universal Service
Administrative Company (USAC) and Generally Accepted Government Auditing Standards,
issued by the Comptroller General of the United States (2018 Revision). Those standards require
that we plan and perform the audit to obtain sufficient appropriate evidence to provide a
reasonable basis for our findings and conclusions based on the audit objectives. The audit
included examining, on a test basis: 1) evidence supporting the competitive bidding process
undertaken to select service providers and 2) data used to calculate the discount percentage and
the type and amount of services received. It also included performing other procedures we
considered necessary to make a determination regarding the Beneficiary’s compliance with FCC
Rules. The evidence obtained provides a reasonable basis for our findings and conclusions based
on the audit objectives.

Based on the test work performed, our examination disclosed one detailed audit finding,
discussed in the Audit Results and Recovery Action section below. For the purpose of this

! Baltimore City School District is also referred to as Baltimore City Public Schools.

USAC Audit No. SL2021LR040 Page 1 of 6
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report, a “finding” is a condition that shows evidence of non-compliance with FCC Rules that
were in effect during the audit period.

Certain information may have been omitted from this report concerning communications with
USAC management or other officials and/or details about internal operating processes or
investigations. This report is intended solely for the use of USAC, the Beneficiary, and the FCC
and should not be used by those who have not agreed to the procedures and accepted
responsibility for ensuring that those procedures are sufficient for their purposes. This report is
not confidential and may be released to a third party upon request.

Audit Results and Recovery Action

Based on the test work performed, our examination found that the Beneficiary did not comply
with FCC Rules, as provided in the one detailed audit finding discussed below.

Audit Results Monetary Overlapping Recommended

Effect Recovery Recovery
Finding No. 1 47 C.F.R. § 54.523 $1.199.330 $0 $0

(2018) — Untimely Payment of the

Beneficiary Non-Discount Share to

the Service Provider.

The Beneficiary did not consistently

pay the non-discounted portion of its

Service Provider’s bills within 90

days after the Service Provider billed

for the services.

Total Net Monetary Effect $1.199.330

(=2
(=2

USAC Management Response

USAC Management agrees with the Audit Results above. USAC will request the Beneficiary
provide copies of policies and procedures implemented to address the issue identified. USAC
also refers the Beneficiary to our website for additional resources. The links are listed below:

e https://www.usac.org/e-rate/applicant-process/invoicing/obligation-to-pay/

e https:// www.usac.org/wp-content/uploads/about/documents/fcc-orders/1997-fcc-
orders/FCC-97-157.pdf (please see paragraph 493, pages 260-261)

e https://docs.fcc.gov/public/attachments/FCC-04-190A1.pdf (please see paragraph 24,
page 9)

USAC records indicate the Beneficiary is currently subscribed to the E-Rate weekly News Brief.
USAC encourages the Beneficiary to review the News Brief as it contains valuable information
about the E-Rate program.

USAC Audit No. SL2021LR040 Page 2 of 6
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Purpose, Background, Scope, and Procedures

The purpose of the audit was to determine whether the Beneficiary complied with the FCC Rules
for Funding Year (FY) 2019. The Beneficiary is a public school district located in Baltimore,
Maryland, that serves approximately 80,000 students.

The following chart summarizes the E-Rate support amounts committed and disbursed to the
Beneficiary for FY 2019, as of August 18, 2021, the date that our audit commenced.

Amount Committed | Amount Disbursed

Data Transmission and/or Internet Access $6.401.599 $2.717.796
Total $6,401.599 $2,717,796

The “amount committed” total represents two FCC Form 471, Description of Services Ordered
and Certification, applications submitted by the Beneficiary for FY 2019 that resulted in five
Funding Request Numbers (FRNs). We selected all of the FY 2019 FRNs for our sample. Using
this sample, we performed the audit procedures enumerated below.

A. Application Process
We obtained an understanding of the Beneficiary’s processes relating to the E-Rate
program. Specifically, to determine if the Beneficiary used the funding in accordance
with FCC Rules, we examined documentation to verify whether the Beneficiary used the
funding effectively and whether it has adequate controls in place. We performed inquiries
to determine whether the Beneficiary was eligible to receive funds and had the necessary
resources to support the services for which it requested funding. We also conducted
inquiries to obtain an understanding of the process the Beneficiary used to calculate its
discount percentage and validated the accuracy of the discount percentage.

B. Competitive Bid Process
We obtained and examined documentation to determine whether the Beneficiary: 1)
properly evaluated all bids received, and 2) primarily considered the price of the eligible
services in selecting the Service Provider. We also obtained and examined evidence that
the Beneficiary waited the required 28 days from the date the FCC Form 470 was posted
on USAC’s website before signing contracts with the selected Service Providers.

C. Invoicing Process
We obtained and examined invoices for which USAC disbursed payment to determine
whether the services identified on the FCC Form 472, Billed Entity Applicant
Reimbursement (BEAR) Forms, and FCC Form 474, Service Provider Invoice (SPI)
Forms, and corresponding Service Provider bills were consistent with the terms and
specifications of the Service Provider agreements. We also examined documentation to
determine whether the Beneficiary paid its non-discounted share in a timely manner.

USAC Audit No. SL2021LR040 Page 3 of 6

Page 21 of 114



D. Beneficiary Location
We conducted inquiries to determine whether the services were located in eligible
facilities and used in accordance with FCC Rules. We evaluated whether the Beneficiary
had the necessary resources to support the services for which it requested funding and
evaluated the cost-effectiveness of the services purchased to determine whether the
Beneficiary used the funding in an effective manner.

E. Reimbursement Process
We obtained and examined service invoices that the Beneficiary and Service Provider
submitted to USAC for reimbursement and performed procedures to determine whether
the Beneficiary and Service Provider had properly invoiced USAC. Specifically, we
reviewed invoices associated with the BEAR and SPI Forms for services provided to the
Beneficiary. We verified that the services identified on the BEAR and SPI Forms and
corresponding Service Provider bills were consistent with the terms and specifications of
the Service Provider agreements and were eligible in accordance with the E-Rate Eligible
Services List.

Detailed Audit Finding

Finding No. 1 47 C.F.R. § 54.523 (2018) — Untimely Payment of the Beneficiary Non-
Discount Share to the Service Provider?

Condition

The Beneficiary did not consistently pay its Service Provider’s bills for Internet access services
under FRNs 1999047782, 1999047851, 1999051823, and 1999052859 within 90 days after
services were completed. ENA Services, LLC (ENA) was the Service Provider for these FRNs.
Specifically, we noted the following untimely payments to this Service Provider:

2See 47 C.F.R. § 54.523; see also Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-
6, Fifth Report and Order and Order, 19 FCC Red. 15808, 15816, at para. 24 (2004) (finding “that a failure to pay
more than 90 days after completion of service (which is roughly equivalent to three monthly billing cycles)
presumptively violates [the FCC’s] rule that the beneficiary must pay its share.”).

USAC Audit No. SL2021LR040 Page 4 of 6
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Days Between Bill
Bill Date Check Date Date and Check Date Amount?

July 31, 2019 December 12, 2019 $237,700
August 31,2019 December 12, 2019 103 $237,700
July 31, 2019 January 30, 2020 183 $9,450
August 31, 2019 January 30, 2020 152 $9,450
September 30, 2019 January 30, 2020 122 $233,839
September 30, 2019 January 30, 2020 122 $9,450
October 31, 2019 January 30, 2020 91 $234,350
October 31, 2019 January 30, 2020 91 $9,450
February 29, 2020 January 20, 2021 326 $235,575
February 29, 2020 January 20, 2021 326 $9,450
May 31, 2020 January 20, 2021 234 $9,450
June 30, 2020 January 20, 2021 204 $9,450
July 22, 2021 October 27, 2021 97 $129,942

Cause

The Beneficiary did not have internal controls in place to ensure that it complied with FCC Rules
regarding the payment of its non-discounted share of costs for eligible services. Although the
Beneficiary’s normal process for invoice payments included a three-way matching process
between the purchase order verification, invoice verification, and goods/service confirmation, the
process did not include the execution of timely payment.

Effect
The monetary effect of this finding is $1,199,330. Because the Beneficiary ultimately paid the
non-discounted share of the funded services, we are not recommending recovery for this finding.

Monetary Effect

BEAR Forms

Internet FRN 1999047782 $66,150 $0

Internet FRN 1999047851 $799,343 $0

Internet FRN 1999051823 $203,895 $0

Internet FRN 1999052859 $129.942 $0

Total $1.199.330 $0
Recommendation

We recommend that the Beneficiary establish and implement internal control policies and
procedures to ensure that it pays service providers within 90 days after completion of service.

3 Amounts include payments for bills that are unrelated to the in-scope FRNS.
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Beneficiary Response

Baltimore City Public Schools agrees with the auditors’ finding and recommendation. We are
currently in the process of reviewing and revising our internal policies and procedures to ensure
that service provider bills are paid within the acceptable timeframe established by the Federal
Communications Commission.

Criteria
An eligible school, library, or consortium must pay the
non-discount portion of services or products purchased
with universal service discounts. An eligible
school, library, or consortium may not receive rebates for

1 47 C.F.R. § 54.523 services or products purchased with universal service
(2018) discounts. For the purpose of this rule, the provision, by
the provider of a supported service, of free services or
products unrelated to the supported service or product
constitutes a rebate of the non-discount portion of the
supported services.
Schools and Libraries  ...Allowing schools and libraries to delay for an extended
Universal Service time their payment for services would subvert the intent of
Support Mechanism, [the FCC'’s] rule that the beneficiary must pay, at a
CC Docket No. 02-6,  minimum, ten percent of the cost of supported services....
1 Fifth Report and Accordingly, [the FCC clarified] prospectively that a
Order and Order, 19 failure to pay more than 90 days after completion of
FCC Rcd. 15808, service (Which is roughly equivalent to three monthly
15816, at para. 24 billing cycles) presumptively violates [the] rule that the
(2004) beneficiary must pay its share.

Cotton & Company Assurance and Advisory LLC

Megan P. Mesko, CPA, CFE

M? Mﬂ)Ka’

Partner
Alexandria, VA
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333 John Carlyle Street, Suite 500 | Alexandria, VA 22314

A % SIKICH. COMPANY P:703.836.6701 | F: 703.836.0941 | www.cottoncpa.com

UNIVERSAL SERVICE ADMINISTRATIVE COMPANY
CROWN CASTLE FIBER LLC
COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND
E-RATE SUPPORT MECHANISM RULES

Executive Summary
August 16, 2023

Ms. Teleshia Delmar, Vice President — Audit and Assurance Division
Universal Service Administrative Company

700 12 Street, N.W., Suite 900

Washington, DC 20005

Dear Ms. Delmar:

Cotton & Company Assurance and Advisory, LLC (referred to as “we”) audited the compliance
of Crown Castle Fiber LLC (Service Provider), Service Provider Identification Number (SPIN)
143005274, for Funding Year (FY) 2019, using regulations and orders governing the federal
Universal Service E-Rate program, set forth in 47 C.F.R. Part 54, as well as other program
requirements (collectively, the Federal Communications Commission [FCC] Rules). Compliance
with FCC Rules is the responsibility of Service Provider management. Our responsibility is to
make a determination regarding the Service Provider’s compliance with FCC Rules based on our
audit, pursuant to 47 C.F.R. Section 54.516 (c).

We conducted this performance audit in accordance with our contract with the Universal Service
Administrative Company (USAC) and Generally Accepted Government Auditing Standards,
issued by the Comptroller General of the United States (2018 Revision). Those standards require
that we plan and perform the audit to obtain sufficient appropriate evidence to provide a
reasonable basis for our findings and conclusions based on the audit objectives. The audit
included examining, on a test basis: 1) evidence supporting the type and amount of services that
the Service Provider provided to E-Rate applicants in the states of California, Florida,
Massachusetts, New Jersey, New York, and Pennsylvania (selected Beneficiaries), and 2)
performing other procedures we considered necessary to make a determination regarding the
Service Provider’s compliance with FCC Rules. The evidence obtained provides a reasonable
basis for our findings and conclusions based on the audit objectives.

Based on the test work performed, our examination disclosed two detailed audit findings,
discussed in the Audit Results and Recovery Action section below. For the purpose of this
report, a “finding” is a condition that shows evidence of non-compliance with FCC Rules that
were in effect during the audit period.
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Certain information may have been omitted from this report concerning communications with
USAC management or other officials and/or details about internal operating processes or
investigations. This report is intended solely for the use of USAC, the Service Provider, and the
FCC and should not be used by those who have not agreed to the procedures and accepted
responsibility for ensuring that those procedures are sufficient for their purposes. This report is
not confidential and may be released to a third party upon request.

Audit Results and Recovery Action

Based on the test work performed, our examination found that several beneficiaries did not
comply with FCC Rules, as provided in the two detailed audit findings discussed below.

I O
Audit Results Effect Recover Recover
Finding No. 1, FCC Form 472, Billed $5,356 $900
Entity Applicant Reimbursement
(BEAR) Form at Block 3 — Beneficiaries
Invoiced E-Rate Program for Ineligible
Locations, Unapproved Services, and
Amounts Not Reconciled to the Service
Provider’s Bills. Four Beneficiaries
invoiced USAC for amounts that included
ineligible locations and unapproved services
and that exceeded the eligible costs the
Service Provider billed.
Finding No. 2, 47 C.F.R § 54.523 (2018) - $2.,432 $0 $0
Untimely Payment of the Beneficiary’s
Non-Discounted Share to the Service
Provider.
One Beneficiary did not consistently pay the
Service Provider’s invoices in a timely
manner.
Total Net Monetary Effect $7.788

(=4

$900

USAC Management Response

USAC management concurs with the Audit Results stated above. See the chart below for the
recovery amount. USAC may review other invoices filed by the Beneficiaries during the audited
Fund Year that were not in the scope of this audit and there may be additional recoveries and/or
commitment adjustments. USAC will request the Beneficiaries provide copies of policies and
procedures implemented to address the issues identified. USAC also refers the Beneficiaries to
our website for additional resources. Various links are listed below:
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e https://www.usac.org/e-rate/learn/webinars/ (E-Rate Invoice Training Webinar, February
10, 2022)

e https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2022/E-Rate-
Invoice-Training-Webinar-2022-Slides.pdf

e https://www.usac.org/e-rate/learn/webinars/ (E-Rate Program Overview, November 16,
2021)

e https://www.usac.org/e-rate/applicant-process/invoicing/obligation-to-pay/

USAC records show the Beneficiaries are currently subscribed to the E-Rate weekly News Brief.
USAC encourages the Beneficiaries to review the News Brief as it contains valuable information
about the E-Rate program.

1999031659 $900
Purpose, Background, Scope, and Procedures
The purpose of the audit was to determine whether the Service Provider complied with FCC
Rules for FY 2019. The Service Provider is headquartered in Houston, Texas, and provides

Internet access services to customers nationwide.

The following chart summarizes the E-Rate support amounts committed and disbursed to the
Service Provider for FY 2019 as of July 27, 2021, the date that our audit commenced.

Amount Amount
Service Type Committed Disbursed

Internet Access $88.265.526 $60.897.229
Total $88,265,526 $60,897,229

The “amount committed” total represents 812 FCC Form 471 Description of Services Ordered
and Certification applications submitted by Beneficiaries for FY 2019 that resulted in 812
Funding Request Numbers (FRNs). We selected a sample of 35 FRNs, which represent
$3,626,638 of the funds committed and $2,976,475 of the funds disbursed during the audit
period. Using this sample, we performed the audit procedures enumerated below.

A. Eligibility Process
We conducted inquiries with the Service Provider and the selected Beneficiaries and
examined documentation to determine whether services were eligible and had been
delivered and installed in accordance with FCC Rules. We also conducted inquiries and
examined documentation to determine if the Service Provider was eligible to perform
services, as well as to obtain general background information.

USAC Audit No. SL2021SP039 Page 3 of 9

Page 30 of 114



B. Competitive Bid Process
We reviewed the Service Provider’s contracts (if applicable) with the selected
Beneficiaries to determine whether the contracts were properly executed. We evaluated
the services requested and purchased to determine whether the services provided by the
Service Provider matched those requested in the selected Beneficiaries” FCC Form 471
documents.

C. Billing Process
We reviewed the FCC Form 472s, Billed Entity Applicant Reimbursements (BEAR)
Forms, and FCC Form 474s, Service Provider Invoice (SPI) Forms, for which USAC
disbursed payment to determine whether the services identified on the BEAR and SPI
Forms and corresponding Service Provider bills were consistent with the terms and
specifications of the Service Provider’s contracts and were eligible in accordance with the
E-Rate Eligible Services List. We also examined documentation to determine whether the
Service Provider charged the selected Beneficiaries the lowest corresponding price
charged for similar services billed to non-residential customers similarly situated to the
selected Beneficiaries.

D. Reimbursement Process
We obtained and examined the BEAR and SPI Forms submitted to USAC for
reimbursement for the services delivered to the selected Beneficiaries and performed
procedures to determine whether the Beneficiaries and Service Provider had properly
invoiced USAC. Specifically, we reviewed Service Provider bills associated with the
BEAR and SPI forms for services provided to the selected Beneficiaries. We determined
whether the Service Provider issued credits on its bills to the selected Beneficiaries.

Detailed Audit Findings
Finding No. 1, FCC Form 472, Billed Entity Applicant Reimbursement (BEAR) Form at

Block 3 — Beneficiaries Invoiced E-Rate Program for Ineligible Locations and Amounts Not
Reconciled to the Service Provider’s Bills!

Condition

Three Beneficiaries invoiced USAC for amounts that exceeded the eligible costs the Service
Provider billed. Specifically, we identified the following instances in which the Beneficiaries
invoiced USAC for amounts that did not reconcile to the Service Provider’s bills:

e Monroe County Library System, FRN 1999006627. The Beneficiary invoiced USAC
pre-discount costs of $20,700 for FY 2019 Internet access services, based on the $1,725
Monthly Recurring Cost (MRC) approved for funding in USAC’s Funding Commitment
Decision Letter (FCDL). However, because the Service Provider continued to bill the
Beneficiary an MRC of $1,440 throughout FY 2019, the Beneficiary was only billed a

ISee also, 47 C.F.R § 54.501(a)(1) (2018).
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Cause

total of $17,280 for FY 2019 services, or $3,420 less than the amount the Beneficiary
invoiced USAC in FY 2019.

Ben Gamia Hollywood, FRN 1999025115. The Beneficiary invoiced USAC pre-
discount costs of $19,200 for FY 2019 Internet access services, based on its contract with
the Service Provider for upgraded 1 Gbps service at a MRC of $1,600, as requested on its
FCC Form 471. However, because the Service Provider continued to bill for 300 Mbps at
an MRC of $1,300 through until January 2020, the Beneficiary was only billed a total of
$16,903 for FY 2019 services, or $2,297 less than the amount the Beneficiary invoiced
USAC in FY 2019.

Philadelphia School District, FRN 1999031659. The Beneficiary invoiced USAC pre-
discount costs of $1,000 for Internet access services provided to a school within its
district that was managed by an outside entity and was therefore not eligible for E-Rate
funding. As of our audit announcement date, the Beneficiary had invoiced USAC for five
months of FY 2019 services at the ineligible location, at a cost of $200 per month.

The Beneficiaries did not have adequate controls in place to ensure the amounts they invoiced to
USAC were accurate and only for eligible locations.

Effect

The effect for each FRN is as follows:

Monroe County Library System, FRN 1999006627. The Beneficiary over-invoiced
USAC by $3,078 ($3,420 multiplied by the beneficiary’s 90 percent discount rate).
Because the Beneficiary already reimbursed USAC for this amount, we are not
recommending recovery.

Ben Gamia Hollywood, FRN 1999025115. The Beneficiary over-invoiced USAC by
$1,378 ($2,297 multiplied by the Beneficiary’s 60 percent discount rate). Because the
beneficiary already reimbursed USAC for this amount, we are not recommending
recovery.

Philadelphia School District, FRN 1999031659. The Beneficiary over-invoiced USAC
by $900 ($1,000 multiplied by the Beneficiary’s 90 percent discount rate).

Monetary Effect | Recommended Recover

Internet Access FRN 1999006627 $3,078 $0
Internet Access FRN 1999025115 $1,378 $0
Internet Access FRN 1999031659 $900 $900
Total $5.356 $900
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Recommendations
We recommend that:

1. USAC management seek recovery of the amounts identified in the Effect section above.

2. The Beneficiaries implement controls to ensure that invoices are accurate and only
include costs for services approved by USAC to eligible locations.

Beneficiary Responses

Ben Gamia Hollywood

To prevent this from happening again, the school will work with the providers to ensure that any
upgrades are handled in a timely fashion to avoid changes in cost mid-year. In addition, we will
run a payment report that will verify any discrepancies vs. what we applied for.

Monroe County Library System

During funding year 2019 the Senior Administrative Analyst for the MCLS, and sole USAC EPC
administrator, retired, with civil service hiring procedures the position was vacant for approximately
60 days. The new hire was reliant on notes and internal training and in her first months when
completing 47 1s for the first time. The filed reimbursement was inadvertently based on contracted
MRC costs, not the culmination of monthly invoices.

This difference in contract versus final billing ($3,420) represented less than 1.5% of the MCLS’
Category 1 reimbursements for the funding year, and 0.9% of all Category reimbursements for the
funding period.

We dispute the finding of adequate controls given the successful USAC audit of the MCLS completed
in November 2020 for funding year 2018 (FRNs 1899006751 and 1899069474). We are including the
MCLS E-rate guidelines as submitted during that audit to this response.

Philadelphia School District

The district acknowledges that the charges for Vaux Roberts should not have been
included in the BEAR calculation. Vaux Roberts was a new location at the time and came
onto the district’s network toward the end of the 2019 funding year.

At the time of the audit, the District did have controls in place to review the invoices to
ensure only eligible services were included in the BEAR calculations. The service

provider’s use of the address location on the invoice made it difficult for the district to match
the invoice charges to the recipient of service as listed on the district’s application.

Subsequently, the district worked with the service provider and has now required the
service provider to include names of recipients of service on the invoices. As such, the
district has taken steps to enhance the controls that are in place. The district now has
controls in place to ensure the situation that led to the audit finding at issue does not occur
again. A current invoice for the service provider is attached to show the use of location
names.
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Auditor Response

Our finding with respect to the Monroe County Library System FRN 1999006627 was that the
Beneficiary prepared its FY 2019 BEAR Form based on funded amounts rather than the actual
amounts the Service Provider billed. We believe that this error indicates a need for the
Beneficiary to assess and strengthen its controls to ensure accurate invoicing. Accordingly, our
position regarding this finding has not changed.

Finding No. 2. 47 C.F.R § 54.523 (2018) - Untimely Payment of the Beneficiary’s Non-
Discounted Share to the Service Provider?

Condition

One Beneficiary did not consistently pay the non-discounted share of the Service Provider’s bills
in a timely manner. FCC Rules require Beneficiaries to remit payment within 90 days of
receiving services. The Beneficiary, Buffalo City School District, chose the BEAR method of
reimbursement for FRN 1999041600. Under the BEAR method, the service provider bills the
beneficiary for the entire cost of services, and then the beneficiary invoices USAC for its
discount share. We tested the Beneficiary’s payment of the Service Provider’s bills dated
November 1, 2019 ($2,124 for services rendered from September 6 to December 31, 2019) and
May 1, 2020 ($578 for services rendered from June 1 to June 30, 2020). We noted that the
Beneficiary did not pay the November 2019 bill until December 24, 2020 and did not pay the
May 2020 bill until December 17, 2021. Further, we noted that the Beneficiary submitted its
BEAR Form to USAC for reimbursement of FY 2019 services on April 13, 2021, which was
before it had paid the May 2020 bill.

Cause

The Beneficiary did not have sufficient controls in place to ensure that it complied with FCC
Rules regarding the payment of Beneficiaries’ non-discounted share of costs for eligible services.
The Beneficiary attributed the late payments to a combination of two factors:

e The Service Provider consolidated multiple services on a single invoice, which caused
billing and credit discrepancies.

e The Beneficiary prematurely closed a purchase order from the prior year, which
misaligned the beneficiary’s invoice payments.

Effect

The monetary effect of this finding is $2,432 ($2,702 [i.e., $2,124 plus $578] multiplied by the
Beneficiary’s 90 percent discount rate). Because the Beneficiary ultimately paid for the funded
services, we are not recommending recovery of USAC funds. However, we noted that the

2 See also Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Fifth Report and
Order, 19 FCC Rcd. 15808, 15816, at para. 24 (2004), and FCC Form 472, BEAR Form, at Block 3.
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Beneficiary did not make the payments within the 90-day period that FCC has deemed
reasonable and did not pay its May 2020 bill before it invoiced USAC.

Monetary Effect | Recommended Recover

Internet Access FRN 1999041600 $2.432 $0
Total $2.432 $0
Recommendation

We recommend that Buffalo City School District establish and implement internal control
policies and procedures to ensure that it 1) pays service providers within 90 days after
completion of service, and 2) does not submit BEAR Forms until after it has paid the Service
Providers’ bills.

Beneficiary Response
The Beneficiary declined to respond to this finding.

Criteria

1,2 FCC Form 472, 1 declare under penalty of perjury that the foregoing is true

Billed Entity and correct and that I am authorized to submit this Billed
Applicant Entity Applicant Reimbursement Form on behalf of the
Reimbursement eligible schools, libraries, or consortia of those entities
(BEAR) Form at  represented on this Form and I certify to the best of my
Block 3 knowledge, information and belief, as follows:

A. The discount amounts listed in this Billed Entity
Applicant Reimbursement Form represent charges
for eligible services and/or equipment delivered to
and used by eligible schools, libraries, or consortia
of those entities for educational purposes, on or after
the service start date reported on the associated FCC
Form 486.

B. The discount amounts listed in this Billed Entity
Applicant Reimbursement Form were already billed
by the Service Provider and paid for by the Billed
Entity Applicant on behalf of eligible schools,
libraries, and consortia of those entities.

C. The discount amounts listed in this Billed Entity
Applicant Reimbursement Form are for eligible
services and/or equipment approved by the Fund
Administrator pursuant to a Funding Commitment
Decision Letter (FCDL).
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Finding | Criteria Description

1 47 C.FR§ Only schools meeting the statutory definition of “elementary
54.501(a)(1) school” or “secondary school” as defined in § 54.500 of
(2018) this subpart, and not excluded under paragraphs (a)(2) or

(3) of this section shall be eligible for discounts on
telecommunications and other supported services under this
subpart.

2 47C.F.R§ Payment for the non-discount portion of supported services.

DeRs2s (L) An eligible school, library, or consortium must pay the non-

discount portion of services or products purchased with
universal service discounts. An eligible school, library, or
consortium may not receive rebates for services or products
purchased with universal service discounts. For the purpose
of this rule, the provision, by the provider of a supported
service, of free services or products unrelated to the
supported service or product constitutes a rebate of the non-
discount portion of the supported services.

2 Schools and ...Allowing schools and libraries to delay for an extended
Libraries time their payment for services would subvert the intent of
Universal Service  [the FCC'’s] rule that the beneficiary must pay, at a
Support minimum, ten percent of the cost of supported services...

Mechanism, CC Accordingly, [the FCC clarified] prospectively that a failure
Docket No. 02-6,  fo pay more than 90 days after completion of service (which
Fifth Report and  is roughly equivalent to three monthly billing cycles)

Order and Order,  presumptively violates [the] rule that the beneficiary must
19 FCC Red. pay its share.

15808, 15816, at

para. 24 (2004)

COTTON & COMPANY ASSURANCE AND ADVISORY, LLC

M? Maks

Megan P. Mesko, CPA, CFE
Partner
Alexandria, VA
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333 John Carlyle Street, Suite 500 | Alexandria, VA 22314

A 8 SIKICH. COMPANY P:703.836.6701 | F: 703.836.0941 | www.cottoncpa.com

UNIVERSAL SERVICE ADMINISTRATIVE COMPANY

CLARK COUNTY SCHOOL DISTRICT
COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND
E-RATE SUPPORT MECHANISM RULES

Executive Summary
August 16, 2023

Ms. Teleshia Delmar, Vice President — Audit and Assurance Division
Universal Service Administrative Company

700 12 Street, N.W., Suite 900

Washington, DC 20005

Dear Ms. Delmar:

Cotton & Company Assurance and Advisory, LLC (referred to as “we”) audited the compliance
of Clark County School District (Beneficiary), Billed Entity Number (BEN) 143411, using
regulations and orders governing the federal Universal Service E-Rate program, set forth in 47
C.F.R. Part 54, as well as other program requirements (collectively, Federal Communications
Commission [FCC] Rules). Compliance with FCC Rules is the responsibility of Beneficiary
management. Our responsibility is to make a determination regarding the Beneficiary’s
compliance with FCC Rules based on our audit, pursuant to 47 C.F.R. Section 54.516 (c).

We conducted this performance audit in accordance with our contract with the Universal Service
Administrative Company (USAC) and Generally Accepted Government Auditing Standards,
issued by the Comptroller General of the United States (2018 Revision). Those standards require
that we plan and perform the audit to obtain sufficient appropriate evidence to provide a
reasonable basis for our findings and conclusions based on the audit objectives. The audit
included examining, on a test basis: 1) evidence supporting the competitive bidding process
undertaken to select Service Providers, 2) data used to calculate the discount percentage and the
type and amount of services received, and 3) physical inventory of equipment purchased and
maintained. It also included performing other procedures we considered necessary to make a
determination regarding the Beneficiary’s compliance with FCC Rules. The evidence obtained
provides a reasonable basis for our findings and conclusions based on the audit objectives.

Based on the test work performed, our examination disclosed two detailed audit findings,
discussed in the Audit Results and Recovery Action section below. For the purpose of this
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report, a “finding” is a condition that shows evidence of non-compliance with FCC Rules that
were in effect during the audit period.

Certain information may have been omitted from this report concerning communications with
USAC management or other officials and/or details about internal operating processes or
investigations. This report is intended solely for the use of USAC, the Beneficiary, and the FCC
and should not be used by those who have not agreed to the procedures and accepted
responsibility for ensuring that those procedures are sufficient for their purposes. This report is
not confidential and may be released to a third party upon request.

Audit Results and Recovery Action

Based on the test work performed, our examination found that the Beneficiary did not comply
with FCC Rules, as provided in the two detailed audit findings discussed below.

Audit Results Effect Recover Recover

Finding No. 1, 47 C.F.R. § 54.507(d)(4) $2,565 $2,565
(2018) — E-Rate Funded Equipment Not
Installed by Required Deadline.
The Beneficiary did not install E-Rate
equipment funded under Funding Request
Number (FRN) 1999055909 by the
required deadline of September 30, 2021,
nor did it submit a service delivery
extension request to USAC.
Finding No. 2, FCC Form 472, Billed $1.467 $0 $1.467
Entity Applicant Reimbursement
(BEAR) Form at Block 3 — Beneficiary
Invoiced USAC for Ineligible Services.
The Beneficiary incorrectly calculated its
eligible service costs when preparing its
BEAR Forms for services received under
FRN 1999054463.
Total Net Monetary Effect $4.032

=4

$4.032

USAC Management Response

USAC management concurs with the Audit Results above. See the chart below for the recovery
amounts. USAC may review other invoices filed by the Beneficiary during the audited Fund
Year that were not in the scope of this audit and there may be additional recoveries and/or
commitment adjustments.
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USAC will request the Beneficiary provide copies of policies and procedures implemented to
address the issues identified. USAC also refers the Beneficiary to our website for additional
resources. Various links are listed below:

e  https://www.usac.org/e-rate/learn/webinars/- E-Rate Equipment Transfers (July 27, 2021)

e  https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2021/07-27-2021 -
E-Rate-Equipment-Transfers-Webinar-Slides.pdf

e  https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2021/07-27-2021 -
Procedure_Filing_Guideline_Infograph.pdf

e  https://www.usac.org/e-rate/learn/webinars/- E-Rate Invoice Training Webinar (February
10, 2022)

e  https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2022/E-Rate-
Invoice-Training-Webinar-2022-Slides.pdf

USAC records show the Beneficiary is currently subscribed to the E-Rate weekly News
Brief. USAC encourages the Beneficiary to review the News Brief as it contains valuable
information about the E-Rate Program.

1999055909 $2,565
1999054463 $1.467
Total $4.032

Purpose, Background, Scope, and Procedures

The purpose of the audit was to determine whether the Beneficiary complied with FCC Rules for
Funding Years (FYs) 2019 and 2020. The Beneficiary is a public school district located in Las
Vegas, Nevada, that serves more than 300,000 students.

The following chart summarizes the E-Rate support amounts committed and disbursed to the
Beneficiary for FYs 2019 and 2020, as of September 14, 2021, the date that our audit
commenced.

FY 2019 FY 2019 FY 2020 FY 2020
Amount Amount Amount Amount
Service Type Committed Disbursed Committed Disbursed
Internal Connections $4,254,745 $875,344 $1,121,274 $0
Internet Access $2,456.874 $2,450,409 $3,490,887 $0
Total $6.711.619 $3.325,753 $4.612.161 $0

The FY 2019 “amount committed” total represents seven FCC Form 471, Description of Services
Ordered and Certification, applications submitted by the Beneficiary for FY 2019 that resulted
in seven Funding Request Numbers (FRNs). We selected a sample of three FRNs, which

USAC Audit No. SL2021LR019 Page 3 of 8

Page 42 of

114



represent $3,300,625 of the funds committed and $2,985,613 of the funds disbursed during the
audit period.

The FY 2020 “amount committed” total represents seven FCC Form 471 Description of Services
Ordered and Certification applications submitted by the Beneficiary for FY 2020 that resulted in
seven Funding Request Numbers (FRNs). We selected a sample of three FRNs, which represent
$1,465,152 of the funds committed. There were no USAC funds disbursed for FY 2020 during
the audit period.

Using this sample, we performed the audit procedures enumerated below.

A. Application Process
We obtained an understanding of the Beneficiary’s processes relating to the E-Rate
program. Specifically, to determine if the Beneficiary used the funding in accordance
with FCC Rules, we examined documentation to verify whether the Beneficiary used the
funding effectively and whether it had adequate controls in place. We performed
inquiries, direct observation, and inspection of documentation to determine whether the
Beneficiary was eligible to receive funds and had the necessary resources to support the
equipment and services for which it requested funding. We also conducted inquiries to
obtain an understanding of the process the Beneficiary used to calculate its discount
percentage and validated the accuracy of the discount percentage.

B. Competitive Bid Process
We obtained and examined documentation to determine whether the Beneficiary: 1)
properly evaluated all bids received, and 2) primarily considered the price of the eligible
services and goods in selecting the Service Provider. We also obtained and examined
evidence that the Beneficiary waited the required 28 days from the date the FCC Form
470 was posted on USAC’s website before signing contracts or executing month-to-
month agreements with the selected Service Providers.

C. Invoicing Process
We obtained and examined invoices for which USAC disbursed payment to determine
whether the equipment and services identified on the FCC Form 472, BEAR Forms, and
corresponding Service Provider bills were consistent with the terms and specifications of
the Service Provider agreements. We also examined documentation to determine whether
the Beneficiary paid its non-discounted share in a timely manner.

D. Virtual Site Visit
We performed a physical inventory through a virtual site visit to evaluate the location and
use of equipment to determine whether it was properly delivered and installed, located in
eligible facilities, and used in accordance with FCC Rules. We evaluated whether the
Beneficiary had the necessary resources to support the equipment for which it requested
funding and evaluated the equipment purchased to determine whether the Beneficiary
used the funding in an effective manner.
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E. Reimbursement Process
We obtained and examined equipment and service invoices that the Beneficiary
submitted to USAC for reimbursement and performed procedures to determine whether
the Beneficiary had properly invoiced USAC. Specifically, we reviewed bills associated
with the BEAR Forms for equipment and services provided to the Beneficiary. We
verified that the equipment and services identified on the BEAR Forms and
corresponding Service Provider bills were consistent with the terms and specifications of
the Service Provider agreements and were eligible in accordance with the E-Rate
program Eligible Services List.

Detailed Audit Findings

Finding No. 1,47 C.F.R. § 54.507(d)(4) (2018) — E-Rate Funded Equipment Not Installed
by Required Deadline!

Condition

The Beneficiary did not install E-Rate equipment funded under FRN 1999055909 by the
required deadline of September 30, 2021, for non-recurring services, nor did it submit a service
delivery extension request to USAC. We reconciled the Beneficiary’s fixed asset listing to the
Service Provider’s bills and noted that the Beneficiary had not installed eight of the access points
billed. The Beneficiary included the cost of these uninstalled access points in its BEAR Forms.
We calculated the invoiced costs for the uninstalled equipment as follows:

Less Ineligible | Eligible Cost Total
Equipment Quantity | Unit Cost | Cost per Unlt* per Unit Costs

AP 28021 Access Point 1 $413 $407 $407
AP 28021 Access Point 1 $387 $5 $382 $382
AP 2802i Access Point 1 $413 $6 $407 $407
AP 28021 Access Point 3 $413 $6 $407 $1,221
AP 28021 Access Point 1 $387 $5 $382 $382
AP 28021 Access Point 1 $413 $6 $407 $407
Total $3.206

*The Beneficiary removed costs that were allocable to ineligible pre-kindergarten facilities, estimated at
1.391 percent of the total costs.

Cause

The Beneficiary did not install the access points because it inadvertently ordered the incorrect
equipment. Specifically, the Beneficiary ordered Air-AP 28021 access points when it needed Air-
AP 2802¢ access points.

ISee also In the Matter of Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Order,
35 FCC Red 2978, 2980 at para. 6 (WCB April 1, 2020) (extending the non-recurring service delivery deadline by
one year for all Funding Year 2019 E-Rate applicants)
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Effect
The Beneficiary has not made effective use of $3,206 in equipment. As a result, the monetary
effect for this finding is $2,565 ($3,206 multiplied by the Beneficiary’s 80 percent discount rate).

Monetary Recommended
Support Type Effect Recover
Internal Connections FRN 1999055909 $2,565 $2,565

Recommendations
We recommend that:

1. USAC management seek recovery of the amount identified in the Effect section above.

2. The Beneficiary implement controls to ensure it only invoices the E-Rate program for
equipment that the Beneficiary has installed. If the Beneficiary cannot install the
equipment by the non-recurring service delivery deadline for the applicable Funding
Year, we recommend that the Beneficiary request a service delivery extension from the
E-Rate program.

Beneficiary Response
We concur with the finding. We will implement controls to request a service delivery extension if the
equipment cannot be installed by the service delivery date.

Finding No. 2, FCC Form 472, BEAR Form at Block 3 — Beneficiary Invoiced USAC for
Ineligible Services

Condition

The Beneficiary incorrectly calculated its eligible service costs when preparing its BEAR Forms
for services received under FRN 1999054463. Specifically, the Beneficiary inadvertently omitted
$1,240 in credits related to two eligible school locations and included $620 in costs incurred for
services to a non-instructional facility (i.e., an ineligible location) that the Beneficiary did not
include in its FCC Form 471 funding request. As a result of these errors, the Beneficiary
overstated its invoiced costs by $1,834, as follows:

Amount Billed | Less Ineligible Costs* | Overstated Invoiced Costs

Credits Not Applied $1,240 $17 $1,223
Ineligible Location $620 $9 $611
Total $1.860 $26 $1.834

*The Beneficiary removed costs that were allocable to ineligible pre-kindergarten facilities, estimated
at 1.391 percent of the total costs.

Cause
The Beneficiary did not have adequate controls in place to ensure the accuracy of amounts
invoiced to USAC.
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Effect
The monetary effect for this finding is $1,467 ($1,834 multiplied by the Beneficiary’s 80 percent
discount rate).

Monetary Effect Recommended Recover

Internet Access FRN 1999054463 $1,467 $1,467

Recommendations
We recommend that:

1. USAC management seek recovery of the amount identified in the Effect section above.

2. The Beneficiary implement controls to ensure that its BEAR Forms are accurate before
invoicing the E-Rate program.

Beneficiary Response
We concur with the finding. As of August 2021, we have implemented controls to ensure our BEAR
forms are accurate.

Criteria

1 47 C.F.R.§ 54.507(d) (4) (4) The deadline for implementation of all non-

(2018) recurring services will be September 30 following the
close of the funding year.
1 In the Matter of Schools and  First, we waive the service delivery deadline for non-
Libraries Universal Service  recurring services for all funding year 2019
Support Mechanism, CC applicants, as well as for applicants from prior

Docket No. 02-6, Order, 35  funding years that already received an extension of
FCC Rced 2978, 2980, DA the deadline to September 30,2020, and we extend

20-364 at para. 6 (WCB the deadline an additional year from September 30
April 1, 2020). ,2020 to September 30, 2021.
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Finding | Criteria Description

2 FCC Form 472, Billed (A) I declare under penalty of perjury that the
Entity Applicant foregoing is true and correct and that I am
Reimbursement (BEAR) authorized to submit this Billed Entity Applicant
Form at Block 3 Reimbursement Form on behalf of the eligible

schools, libraries, or consortia of those entities
represented on this Form, and I certify to the best
of my knowledge, information and belief, as
follows: The discount amounts listed in this Billed
Entity Applicant Reimbursement Form represent
charges for eligible services and/or equipment
delivered to and used by eligible schools,
libraries, or consortia of those entities for
educational purposes, on or after the service start
date reported on the associated FCC Form 486.

(B) The discount amounts listed in this Billed Entity
Applicant Reimbursement Form were already
billed by the Service Provider and paid for by the
Billed Entity Applicant on behalf of eligible
schools, libraries, and consortia of those entities.

(C) The discount amounts listed in this Billed Entity
Applicant Reimbursement Form are for eligible
services and/or equipment approved by the Fund
Administrator pursuant to a Funding Commitment
Decision Letter (FCDL).

COTTON & COMPANY ASSURANCE AND ADVISORY, LLC

M? Mﬂ)Ka’

Megan P. Mesko, CPA, CFE
Partner

Alexandria, VA
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333 John Carlyle Street, Suite 500 | Alexandria, VA 22314

A % SIKICH. COMPANY P:703.836.6701 | F: 703.836.0941 | www.cottoncpa.com

UNIVERSAL SERVICE ADMINISTRATIVE COMPANY
NEW YORK CITY DEPARTMENT OF EDUCATION
COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND
E-RATE SUPPORT MECHANISM RULES

Executive Summary
August 16, 2023

Ms. Teleshia Delmar, Vice President — Audit and Assurance Division
Universal Service Administrative Company

700 12 Street, N.W., Suite 900

Washington, DC 20005

Dear Ms. Delmar:

Cotton & Company Assurance and Advisory, LLC (referred to as “we”) audited the compliance
of the New York City Department of Education (Beneficiary), Billed Entity Number (BEN)
153135, using regulations and orders governing the federal Universal Service E-Rate program,
set forth in 47 C.F.R. Part 54, as well as other program requirements (collectively, Federal
Communications Commission [FCC] Rules). Compliance with FCC Rules is the responsibility
of Beneficiary management. Our responsibility is to make a determination regarding the
Beneficiary’s compliance with FCC Rules based on our audit, pursuant to 47 C.F.R. Section
54.516 (c).

We conducted this performance audit in accordance with our contract with the Universal Service
Administrative Company (USAC) and Generally Accepted Government Auditing Standards,
issued by the Comptroller General of the United States (2018 Revision). Those standards require
that we plan and perform the audit to obtain sufficient appropriate evidence to provide a
reasonable basis for our findings and conclusions based on the audit objectives. The audit
included examining, on a test basis: 1) evidence supporting the competitive bidding process
undertaken to select service providers, and 2) data used to calculate the discount percentage and
the type and amount of services received. It also included performing other procedures we
considered necessary to make a determination regarding the Beneficiary’s compliance with FCC
Rules. The evidence obtained provides a reasonable basis for our findings and conclusions based
on the audit objectives.

Based on the test work performed, our examination disclosed one detailed audit finding,
discussed in the Audit Results and Recovery Action section below. For the purpose of this
report, a “finding” is a condition that shows evidence of non-compliance with FCC Rules that
were in effect during the audit period.
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Certain information may have been omitted from this report concerning communications with
USAC management or other officials and/or details about internal operating processes or
investigations. This report is intended solely for the use of USAC, the Beneficiary, and the FCC
and should not be used by those who have not agreed to the procedures and accepted
responsibility for ensuring that those procedures are sufficient for their purposes. This report is
not confidential and may be released to a third party upon request.

Audit Results and Recovery Action

Based on the test work performed, our examination found that the Beneficiary did not comply
with FCC Rules, as provided in the one detailed audit finding discussed below.

Monetary Overlapping Recommended
Finding No. 1, 47 C.F.R. § 54.523 $1.535.098
(2018) — Untimely Payment of the
Beneficiary’s Non-Discounted
Share to the Service Provider.
The Beneficiary did not consistently
pay the non-discounted share of its
Service Providers’ invoices in a
timely manner.
Total Net Monetary Effect $1.535,098

(=2
(=2

USAC Management Response

USAC Management agrees with the Audit Results above. USAC will request the Beneficiary
provide copies of policies and procedures implemented to address the issue identified. USAC
also refers the Beneficiary to our website for additional resources. The links are listed below:

e https://www.usac.org/e-rate/applicant-process/invoicing/obligation-to-pay/

e https://docs.fce.gov/public/attachments/FCC-04-190A 1.pdf (please see paragraph 24,
page 9)

e https://www.usac.org/e-rate/learn/webinars/ (“E-Rate Invoice Training Webinar”,
February 10, 2022)

e https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2022/E-Rate-
Invoice-Training-Webinar-2022-Slides.pdf

USAC records indicate the Beneficiary is currently subscribed to the E-Rate weekly News Brief.
USAC encourages the Beneficiary to review the News Brief as it contains valuable information
about the E-Rate program.
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Purpose, Background, Scope, and Procedures

The purpose of the audit was to determine whether the Beneficiary complied with FCC Rules for
Funding Year (FY) 2019. The Beneficiary is a public school district located in New York City,
New York, that serves more than 960,000 students.

The following chart summarizes the E-Rate program support amounts committed and disbursed
to the Beneficiary for FY 2019 as of September 21, 2021, the date that our audit commenced.

Service Tvpe Amount Amount
yp Committed Disbursed

Data Transmission and/or Internet Access $19,190,658 $12,769,256

Internal Connections (IC) $14,600,923 $0
Basic Maintenance of IC $1,269.579 $0
Total $35.061,160  $12.769.256

The “amount committed” total represents four FCC Form 471, Description of Services Ordered
and Certification, applications submitted by the Beneficiary for FY 2019 that resulted in 17
Funding Request Numbers (FRNs). We selected a sample of seven FRNs, which represent
$34,060,187 of the funds committed and $12,707,204 of the funds disbursed during the audit.
Using this sample, we performed the audit procedures enumerated below.

A. Application Process
We obtained an understanding of the Beneficiary’s processes relating to the E-Rate
program. Specifically, to determine if the Beneficiary used the funding in accordance
with FCC Rules, we examined documentation to verify whether the Beneficiary used the
funding effectively and whether it had adequate controls in place. We performed
inquiries to determine whether the Beneficiary was eligible to receive funds and had the
necessary resources to support the services for which it requested funding. We also
conducted inquiries to obtain an understanding of the process the Beneficiary used to
calculate its discount percentage and validated the accuracy of the discount percentage.

B. Competitive Bid Process
We obtained and examined documentation to determine whether the Beneficiary: 1)
properly evaluated all bids received, and 2) primarily considered the price of the eligible
services in selecting the Service Provider. We also obtained and examined evidence that
the Beneficiary waited the required 28 days from the date the FCC Form 470 was posted
on USAC’s website before signing contracts with the selected Service Providers.

C. Invoicing Process
We obtained and examined invoices for which USAC disbursed payment to determine
whether the services identified on the FCC Form 472, Billed Entity Applicant
Reimbursement (BEAR) Forms, and corresponding Service Provider bills were consistent
with the terms and specifications of the Service Provider agreements. We also examined
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documentation to determine whether the Beneficiary paid its non-discounted share in a
timely manner.

D. Beneficiary Location
We conducted inquiries to determine whether the services were located in eligible
facilities and used in accordance with FCC Rules. We evaluated whether the Beneficiary
had the necessary resources to support the services for which it requested funding and
evaluated the cost-effectiveness of the services purchased to determine whether the
Beneficiary used the funding in an effective manner.

E. Reimbursement Process
We obtained and examined service invoices that the Beneficiary submitted to USAC for
reimbursement and performed procedures to determine whether the Beneficiary had
properly invoiced USAC. Specifically, we reviewed invoices associated with the BEAR
Forms for services provided to the Beneficiary. We verified that the services identified on
the BEAR Forms and corresponding Service Provider bills were consistent with the terms
and specifications of the Service Provider agreements and were eligible in accordance
with the E-Rate program Eligible Services List.

Detailed Audit Finding

Finding No. 1. 47 C.F.R. § 54.523 (2018)— Untimely Payvment of the Beneficiary’s Non-
Discounted Share to the Service Provider!

Condition

The Beneficiary did not consistently pay the non-discounted share of its Service Providers’
invoices in a timely manner. FCC Rules require beneficiaries to remit payment within 90 days
after delivery or completion of the services. Specifically:

e FRNs 1999014672, 1999014750, and 1999014970. The Service Provider for these
FRNs, Crown Castle,? billed the Beneficiary monthly for recurring services. However,
the Beneficiary did not pay one of the invoices in a timely manner, as shown below:

End of Billing Days Between End of Billing
CliEE e Period and Check Date £ TN,

February 29, 2020 June 23, 2020 115 $1.367.066
Total $1,367,066

I'See 47 C.F.R. § 54.523; see also Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-
6, Fifth Report and Order and Order, 19 FCC Red. 15808, 15816, at para. 24 (2004) (finding “that a failure to pay
more than 90 days after completion of service (which is roughly equivalent to three monthly billing cycles)
presumptively violates [the FCC’s] rule that the beneficiary must pay its share.”).

2 Services were provided by Lightower Fiber Networks II, LLC doing business as [dba] Crown Castle International
Corporation (Crown Castle). The Beneficiary received Service Provider bills from Crown Castle.
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e FRN 1999015085. The Service Provider for this FRN, Zayo Group, LLC, billed the
Beneficiary monthly for recurring services. However, the Beneficiary did not pay three of
the invoices in a timely manner, as shown below:

End of Billing Days Between End of Billing
Period it D Period and Check Date AL

April 30, 2020 January 9, 2021 254 $33,946

May 31, 2020 December 22, 2020 205 $67,043

June 30, 2020 December 22, 2020 175 $67,043

Total $168.,032
Cause

The Beneficiary did not have internal controls in place to ensure that it complied with FCC Rules
regarding the payment of its non-discounted share of costs for eligible services. Further, the
Beneficiary stated that it required additional time to obtain and validate the Service Provider bills
and that it had experienced disruptions related to Coronavirus Disease 2019 (COVID-19) in
2020.

Effect
The monetary effect of this finding is $1,535,098. As the Beneficiary ultimately paid the non-
discounted share of the funded services, we are not recommending recovery for this finding.

Monetary Eifect

Crown Castle Internet Access $1,367,066

Zayo Group, LLC Internet Access $168.032 $_O

Total $1.535.,098 $0
Recommendation

We recommend that the Beneficiary establish and implement internal control policies and
procedures to ensure that it pays its Service Providers within 90 days after completion of service.

Beneficiary Response

We want to clarify some of the findings in the report. First, the "Bill Date" on the invoices, for
both service providers mentioned in this audit report, is for the upcoming month of service.
Therefore, the last day of the month is the date the service was completed. This means that the
majority of the NYC DOE’s payments mentioned in this audit report were paid within 90 days of
service, as contemplated by FCC rules.> The NYC DOE Procurement Policy contemplates that
invoices should be paid within thirty days of receipt of an invoice and all applicable supporting

3 For FRNs 1999014672, 1999014750, and 1999014970, payments for invoices with the following bill dates:
September 1, 2019, October 1, 2019, March 1, 2019, May 1, 2020, and June 1, 2020, were paid within 90 days of
service. For FRN 1999015085, payment for the invoice with bill date of July 1, 2019 was paid within 90 days of
service.
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documentation or acceptance of goods or services delivered, whichever is later. The policy also
provides that factors that may prevent payment within thirty days include when the invoice does
not contain all of the information required by the NYC DOE, supporting documentation is
incomplete or does not meet the requirements of the contract/purchase order, or when
verification that the services delivered met the requirements of the contract/purchase order take
additional time. The instances highlighted in this audit, where payments were actually made
beyond 90 days, were due to documentation not meeting the requirements of the contract and/or
verification taking additional time.

For FRNs 1999014672, 1999014750, and 1999014970, during the time period audited, the NYC
DOE transitioned from another service provider to Crown Castle. This required the program
team to ensure the schools that appeared on the invoices correctly switched over to Crown
Castle during the billing period. Then the Finance and Budget Operations office had to review
the invoices to ensure the pricing was consistent with the contract and the actual conversion of
each school to Crown Castle. These additional steps required further question and answer
sessions with the vendor prior to payment.

For FRN 19990150835, the service provider, Zayo, increased speeds without NYC DOE approval,
and the NYC DOE disputed the invoices. This led to several conversations between the NYC
DOE and Zayo to clarify the contracted pricing. In addition, Zayo experienced staff turnover
during this time, which further delayed correction of the invoices. After several meetings with
Zayo, the invoices were accurately corrected.

Finally, payments made after March 2020 were further delayed due to disruptions related to the
COVID-19 pandemic.

The NYC DOE will update our E-rate Invoicing Guidelines to highlight that E-rate program
rules contemplate that payments of the NYC DOE share of an invoice for an E-rate eligible
service or good will be made to providers within 90 days of service or 90 days of receipt of an
invoice, whichever is later. Because invoices can be received after service has been provided, it
is necessary to include this as an alternative timeline for payment.

Auditor Response

Based on the Beneficiary’s response and an additional review of Crown Castle’s billing process,
we removed exceptions previously reported where the Beneficiary was able to support it paid its
non-discounted share within 90 days after delivery or completion of the services consistent with
FCC rules.* However, our position is unchanged for the remaining exceptions included in the
finding.

Beneficiaries that fail to pay the non-discounted share within 90 days after delivery or

completion of the services are in violation of FCC rules. Although NYCDOE confirmed it will
change its guidelines to ensure it make payments “fo providers within 90 days of service or 90
days of receipt of an invoice, whichever is later”, because FCC rules require that Beneficiaries

4See Fifth Report and Order, para. 24.
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make payments within 90 days after the delivery or completion of the services NYCDOE’s
proposed corrective actions could result in future non-compliance with FCC rules. Accordingly,
we have not updated our recommendation for this finding.

Criteria

An eligible school, library, or consortium must pay the non-
discount portion of services or products purchased with
universal service discounts. An eligible school, library,

or consortium may not receive rebates for services or

47 C.F.R. §54.523

1 (2018) products purchased with universal service discounts. For
the purpose of this rule, the provision, by the provider of a
supported service, of free services or products unrelated to
the supported service or product constitutes a rebate of the
non-discount portion of the supported services.

Schools and ...Allowing schools and libraries to delay for an extended
Libraries Universal  time their payment for services would subvert the intent of
Service Support [the FCC’s] rule that the beneficiary must pay, at a
Mechanism, CC minimum, ten percent of the cost of supported services....

1 Docket No. 02-6, Accordingly, [the FCC clarified] prospectively that a

Fifth Report and failure to pay more than 90 days after completion of service
Order and Order, 19  (which is roughly equivalent to three monthly billing cycles)
FCC Rcd. 15808, presumptively violates [the] rule that the beneficiary must
15816 para. 24 pay its share.

(2004)

COTTON & COMPANY ASSURANCE AND ADVISORY LLC

M? kacr

Megan P. Mesko, CPA, CFE
Partner
Alexandria, VA
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333 John Carlyle Street, Suite 500 | Alexandria, VA 22314

A % SIKICH. COMPANY P:703.836.6701 | F: 703.836.0941 | www.cottoncpa.com

UNIVERSAL SERVICE ADMINISTRATIVE COMPANY
SALINAS UNION HIGH SCHOOL DISTRICT
COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND
E-RATE SUPPORT MECHANISM RULES

Executive Summary
August 4, 2023

Ms. Teleshia Delmar, Vice President — Audit and Assurance Division
Universal Service Administrative Company

700 12 Street, N.W., Suite 900

Washington, DC 20005

Dear Ms. Delmar:

Cotton & Company Assurance and Advisory, LLC (referred to as “we”) audited the compliance
of Salinas Union High School District (Beneficiary), Billed Entity Number (BEN) 144082, using
regulations and orders governing the federal Universal Service E-Rate program, set forth in 47
C.F.R. Part 54, as well as other program requirements (collectively, Federal Communications
Commission [FCC] Rules). Compliance with FCC Rules is the responsibility of Beneficiary
management. Our responsibility is to make a determination regarding the Beneficiary’s
compliance with FCC Rules based on our audit, pursuant to 47 C.F.R. Section 54.516 (c).

We conducted this performance audit in accordance with our contract with the Universal Service
Administrative Company (USAC) and Generally Accepted Government Auditing Standards,
issued by the Comptroller General of the United States (2018 Revision). Those standards require
that we plan and perform the audit to obtain sufficient appropriate evidence to provide a
reasonable basis for our findings and conclusions based on the audit objectives. The audit
included examining, on a test basis: 1) evidence supporting the competitive bidding process
undertaken to select service providers, 2) data used to calculate the discount percentage and the
type and amount of services received, and 3) physical inventory of equipment purchased and
maintained. It also included performing other procedures we considered necessary to make a
determination regarding the Beneficiary’s compliance with relevant FCC Rules. The evidence
obtained provides a reasonable basis for our findings and conclusions based on the audit
objectives.

Based on the test work performed, our examination disclosed one detailed audit finding,
discussed in the Audit Results and Recovery Action section below. For the purpose of this
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report, a “finding” is a condition that shows evidence of non-compliance with the FCC Rules that
were in effect during the audit period.

Certain information may have been omitted from this report concerning communications with
USAC management or other officials and/or details about internal operating processes or
investigations. This report is intended solely for the use of USAC, the Beneficiary, and the FCC.
It should not be used by those who have not agreed to the procedures and accepted responsibility
for ensuring that those procedures are sufficient for their purposes. This report is not confidential
and may be released to a third party upon request.

Audit Results and Recovery Action

Based on the test work performed, our examination disclosed that the Beneficiary did not comply
with FCC Rules, as set forth in the detailed audit finding discussed below.

I
Audit Results Effect Recover Recover
Finding No. 1, 47 C.F.R. § 54.523 $527
(2019) — Untimely Payment of
Beneficiary’s Non-Discounted Share
to Service Provider.
The Beneficiary did not consistently
pay its non-discounted share for
services in a timely manner.

Total Net Monetary Effect $527

(=2
=3

USAC Management Response

USAC management concurs with the Audit Results stated above. USAC may conduct expanded
reviews on funding requests and applications to ensure compliance with E-Rate program rules.
These expanded reviews may result in additional recoveries and/or commitment adjustments that
were not related to the original scope of this audit.

USAC will request the Beneficiary and Service Provider provide copies of policies and
procedures implemented to address the issues identified. USAC also refers the Beneficiary and
Service Provider to our website for additional resources. Various links are listed below:

e https://www.usac.org/e-rate/applicant-process/invoicing/obligation-to-pay/

e https:// www.usac.org/wp-content/uploads/about/documents/fcc-orders/1997-fcc-
orders/FCC-97-157.pdf (please see paragraph 493, pages 260-261)

e https://docs.fcc.gov/public/attachments/FCC-04-190A1.pdf (please see paragraph 24,
page 9)
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USAC records show the Beneficiary is currently subscribed to the Schools and Libraries weekly
News Brief. USAC encourages the Beneficiary and Service Provider to review the News Brief
as it contains valuable information about the E-rate Program.

Purpose, Background, Scope, and Procedures
The purpose of the audit was to determine whether the Beneficiary complied with FCC Rules for
Funding Year (FY) 2020. The Beneficiary is a school district located in Salinas, California, that

serves more than 16,000 students.

The following chart summarizes the E-Rate program support amounts committed and disbursed
to the Beneficiary for FY 2020 as of July 5, 2022, the date that our audit commenced.

Amount Amount
Service Type Committed Disbursed

Data Transmission and/or Internet Access $627,812 $574,075
Internal Connections $1.257,197 $1.198.460
Total $1.885.009 $1.772,535

The “amount committed” total represents two FCC Form 471, Description of Services Ordered
and Certification, applications submitted by the Beneficiary for FY 2020 that resulted in 14
approved Funding Request Numbers (FRNs). We selected a sample of four FRNs, which
represents $1,134,611 of the funds committed and $1,084,066 of the funds disbursed during the
audit period. Using this sample, we performed the audit procedures enumerated below.

A. Application Process
We obtained an understanding of the Beneficiary’s processes relating to the E-Rate
program. Specifically, to determine if the Beneficiary used the funding in accordance
with FCC Rules, we examined documentation to verify whether the Beneficiary used the
funding effectively and whether it had adequate controls in place. We performed
inquiries, direct observation, and inspection of documentation to determine whether the
Beneficiary was eligible to receive funds and had the necessary resources to support the
services for which it requested funding. We also conducted inquiries to obtain an
understanding of the process the Beneficiary used to calculate its discount percentage and
validated the accuracy of the discount percentage.

B. Competitive Bid Process
We obtained and examined documentation to determine whether the Beneficiary: 1)
properly evaluated all bids received, and 2) primarily considered the price of the eligible
services and goods in selecting the service provider. We also obtained and examined
evidence that the Beneficiary waited the required 28 days from the date the FCC Form
470 was posted on USAC’s website before signing contracts. In addition, we evaluated
the cost-effectiveness of the services requested and purchased.
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C. Invoicing Process
We obtained and examined invoices for which USAC disbursed payment to determine
whether the services identified on the FCC Form 474, Service Provider Invoices (SPIs),
and corresponding Service Provider bills were consistent with the terms and
specifications of the Service Provider agreements. We also examined documentation to
determine whether the Beneficiary paid its non-discounted share in a timely manner.

D. Virtual Site Visit
We performed a physical inventory through a virtual site visit to evaluate the location and
use of equipment to determine whether it was properly delivered and installed, located in
eligible facilities, and used in accordance with FCC Rules. We evaluated whether the
Beneficiary had the necessary resources to support the equipment for which it requested
funding and evaluated the equipment purchased to determine whether the Beneficiary
used the funding in an effective manner.

E. Reimbursement Process
We obtained and examined service invoices that the Service Provider submitted to USAC
for reimbursement and performed procedures to determine whether the Service Provider
had properly invoiced USAC. Specifically, we reviewed invoices associated with the SPI
Forms for services provided to the Beneficiary. We verified that the services identified on
the SPI Forms and corresponding Service Provider bills were consistent with the terms
and specifications of the Service Provider agreements and were eligible in accordance
with the E-Rate program Eligible Services List.

Detailed Audit Findings

Finding No. 1. 47 C.F.R. § 54.523 (2019) — Untimely Pavment of Beneficiary’s Non-
Discounted Share to Service Provider

Condition

The Beneficiary did not consistently pay its non-discounted share for services received under
FRN 2099036528 in a timely manner. We reviewed the Service Provider bills and the
Beneficiary’s check payments and noted one instance in which the Beneficiary did not pay the
Service Provider’s bill within 90 days of receiving the services, as required by FCC Rules.
Specifically, we noted the following untimely payment:

Days

2099036528 3/12/2021 10/27/2022 $527

1 See also, Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Fifth Report and
Order and Order, 19 FCC Red 15808, 15816, para. 24 (2004).
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Cause

The Beneficiary did not have adequate controls and procedures in place to ensure that it paid
Service Provider bills in a timely manner. The Beneficiary stated it had erroneously marked the
invoice as paid and therefore did not pay its non-discounted share of the invoice within the
required 90-day threshold.

Effect

There is no recommended USAC recovery for this finding, as the Beneficiary has paid its non-
discounted share for the services. However, by not making payments in a timely manner, the
Beneficiary is at an increased risk of failing to pay its non-discounted share.

Monetary Effect

Internal Connections $527 $0

FRN 2099036528

Total 527 $0
Recommendation

We recommend that the Beneficiary implement additional controls and procedures to ensure that
it pays its non-discounted share of invoiced equipment and/or services in a timely manner (i.e.,
within 90 days of receiving the equipment and/or service), in compliance with FCC Rules.

Beneficiary Response

Salinas Union High School District (Beneficiary) provided its Internal Controls document as
part of the Beneficiary Initial Documentation Request List, Request #17 during this audit. The
document describes the controls and procedures which the Beneficiary currently has in place
and were in place at the time of this oversight. We feel the internal controls in place are
sufficient and that this late payment was the result of a closing error on the part of the vendor,
CDWG and a one-time occurrence.

This invoice was part of a list of invoices that were being reviewed at the end of the year because
the Beneficiary was being over invoiced. The Beneficiary had a meeting with CDWG
representatives to verify invoice amounts, sort out overpayments, and pay any outstanding
invoices. The Beneficiary tried confirming with CDWG that these items were delivered

to correct location [sic] before sending payment but did not receive a follow-up response. The
Beneficiary tried confirming with CDWG that the invoice was paid and was not outstanding. As
such, we feel this lapse was the result of a closing error on CDWG's part.

Once this error was discovered, the Beneficiary processed payment to CDWG immediately.
Unfortunately, the payment was processed beyond the required 90-day threshold.

Auditor Response
It is the Beneficiary’s responsibility to ensure that it pays all Service Provider bills in a timely
manner. Therefore, our position regarding the finding is unchanged.
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Criteria
1 47 C.F.R. § 54.523 An eligible school, library, or consortium must pay
(2019) the non-discount portion of services or products

purchased with universal service discounts. An
eligible school, library, or consortium may not
receive rebates for services or products purchased
with universal service discounts. For the purpose of
this rule, the provision, by the provider of a
supported service, of free services or products
unrelated to the supported service or product
constitutes a rebate of the non-discount portion of
the supported services.

1 Schools And Libraries ...Allowing schools and libraries to delay for an
Universal Service extended time their payment for services would
Support Mechanism, CC  subvert the intent of [the FCC’s] rule that the
Docket No. 02-6, Fifth beneficiary must pay, at a minimum, ten percent of

Report and Order and the cost of supported services... Accordingly, [the
Order, 19 FCC Rcd. FCC clarified] prospectively that a failure to pay
15808, 15816 at para. 24  more than 90 days after completion of service
(2004) (which is roughly equivalent to three monthly billing

cycles) presumptively violates [the] rule that the
beneficiary must pay its share.

Cotton & Company Assurance and Advisory, LLC

M? Mmhr

Megan P. Mesko, CPA, CFE
Partner
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Summary of the Schools and Libraries Support Mechanism Beneficiary Audit Reports Released: September 2023.

USAC
Management
Number of Amount of | Monetary Recovery | Commitment Entity
Entity Name Findings Significant Findings Support Effect* Action** Adjustment | Disagreement

Duval County 6 No significant findings. $11,308,827 | $128,439 $79,177 $0 Partial
School District
Attachment G
Presidio 2 No significant findings. $3,402,791 $12,164 $0 $0 N
Networked
Solutions, LLC
Attachment H
State of 1 No significant findings. $4,180,192 $300 $300 $0 N
Delaware
Attachment |
Total 17 $18,990,326 | $312,599 $144,291 $117,018

* The Monetary Effect amount represents the actual dollar effect of the finding(s) without considering any overlapping exceptions that exist
in multiple findings. Thus, the total Monetary Effect may exceed the Amount of Support disbursed to the Beneficiary.

**The Monetary Effect amount may exceed the USAC Management Recovery Action and/or Commitment Adjustment, as there may be
findings that may not warrant a recommended recovery or commitment adjustment or had overlapping exceptions that exist in multiple

findings.
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10/30/2023

Attachment G
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