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Entity Name 
Number of 
Findings Significant Findings  

Amount of 
Support 

Monetary 
Effect 

USAC 
Management 

Recovery 
Action 

Commitment 
Adjustment 

Entity 
Disagreement 

Attachment A 
Pioneer 
Telephone 
Association, Inc. 

0 • Not applicable.  $404,051 $0 $0 $0 N/A 

Attachment B 
20/20 
Technologies, 
LLC 

0 • Not applicable.  $556,957 $0 $0 $0 N/A 

Attachment C 
Santa Ana 
Unified School 
District 

0 • Not applicable. $1,479,013 $0 $0 $0 N/A 

Total 0  $2,440,021 $0 $0 $0  

Page 2 of 254 



 
INFO Item: Audit Released April 2025 

Attachment A 
7/28/2025 

 

Available for Public Use 

 
 

Attachment A 
 

SL2023SP034 

Page 3 of 254 



 

 
 

 

Limited Scope Performance Audit  
of  

The Pioneer Telephone Association, Inc.’s 
 

Compliance with the Federal Universal Service Fund 
E-Rate Support Mechanism Rules 

 
for Funding Year 2021 

 
 

Conducted for: 
 

Universal Service Administrative Company 
 
 
 

USAC Audit No. SL2023SP034 
 
 

 

 

 

 

 

  
MANAGEMENT CONSULTANTS & 

                              CERTIFIED PUBLIC ACCOUNTANTS 

1420 K Street, NW 
Suite 910 

    Washington, DC  20005 
  

Page 4 of 254 



 

 
 

 

TABLE OF CONTENTS 

Executive Summary  .. ............................................................................................. …1 

Background, Objective, Scope, and Procedures ............................................................ 3 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Page 5 of 254 



 

1 
 

  

 
      MANAGEMENT CONSULTANTS & 
     CERTIFIED PUBLIC ACCOUNTANTS  

 
Executive Summary 
 
March 24, 2025 
 
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: 
 
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division 
(AAD) engaged Regis & Associates, PC to audit the compliance of The Pioneer Telephone Association, Inc. 
(Service Provider), Service Provider Identification Number 143002303, for the twelve-month period ended 
June 30, 2022, (Funding Year 2021), 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 relevant FCC Rules is the responsibility of 
the Service Provider. Our responsibility is to make a determination regarding the Service Provider’s 
compliance with the FCC Rules, based on our limited scope performance audit. 
 
We conducted this performance 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 we plan and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives.  The audit included 
examining, on a test basis, evidence supporting the type and amount of services provided by the Service 
Provider to E-Rate program Beneficiaries, as well as performing other procedures we considered necessary 
to make a determination regarding the Service Provider’s compliance with the FCC Rules.  We believe that 
the evidence obtained provides a reasonable basis for our findings and conclusions based on our audit 
objectives. 
 
Based on the test work performed, our audit did not disclose any areas 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, 

  
Regis & Associates, PC 
Washington, DC 

March 24, 2025 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1420 K Street, NW Suite 910, Washington, DC  20005; Tel: 202-296-7101; Fax: 202-296-7284;  www.regiscpa.com
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Background, Objective, Scope, and Procedures 
 

Background  
 
The Pioneer Telephone Association, Inc – Overview 
 
The Pioneer Telephone Association, Inc., doing business as Pioneer Communications, was established in 
1950, and has become a key telecommunications provider in Kansas. This company serves over 18,000 
customers across 7,000 square miles, investing more than $75 million in the past decade to modernize and 
expand its infrastructure. Today, it provides a broad range of services, including high-speed internet, digital 
and landline phone services, and streaming TV, underlining its mission to deliver advanced connectivity and 
support to its community. 
 

Objective 
 
The objective of this performance audit was to determine whether the Service Provider complied with the 
applicable FCC Rules that governed the E-Rate program, for Funding Year 2021. 

 

Scope 
 
The scope of this performance audit includes examining on a test basis, evidence supporting the Service 
Provider’s compliance with the FCC Rules. These rules govern E-Rate commitment amounts and 
disbursements received by the Service Provider during Funding Year 2021. The testing and analysis 
conducted is detailed in the Procedures section of this report. The following chart summarizes the E-Rate 
program support amounts committed and disbursed for Funding Year 2021 (audit period):     
 

Service Type 
Amount 

Committed 
Amount Disbursed 

Data Transmission and/or Internet Access $1,083,783 $404,051 

 
Note: The amounts committed and disbursed reflect Funding Year activity as of April 27, 2023. 
 
The committed total represents 16 FCC Form 471 applications with 16 Funding Request Numbers (FRNs).  
We selected eight FRNs1 of the funded 16 FRNs which represent $1,063,033 of the funds committed and 
$388,057 of the funds disbursed for the audit period, to perform the procedures enumerated below with 
respect to the Funding Year 2021 applications submitted by the selected Beneficiaries. 

  

 

1 The FRNs included in the scope of this audit are: 2199029930, 2199018899, 2199020172, 2199033023, 

2199048805, 2199052156, 2199027545, and 2199002182. 

Page 8 of 254 



 

 

 

 

 

 
USAC Audit No. SL2023SP034                                    4                                                                                                

Procedures 
 
We performed procedures related to the E-Rate program, relative to amounts committed and disbursed for 
Funding Year 2021, as of April 27, 2023. These procedures are enumerated below: 

 
A. Eligibility Process 

We obtained an understanding of the Service Provider’s processes and internal controls governing its 
participation in the E-Rate program. Specifically, we conducted inquiries of the Service Provider and the 
selected Beneficiaries and examined documentation to determine whether controls existed to ensure 
services were eligible, delivered, and installed in accordance with the FCC Rules. We conducted inquiries 
and examined documentation to determine whether the Service Provider assisted with the completion 
of the selected Beneficiaries’ FCC Form 470.  

 

B. Competitive Bid Process  
We conducted inquiries and examined documentation to determine whether the Service Provider 
participated in, or appeared to have influenced, the selected Beneficiaries’ competitive bidding 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 equipment and services requested and 
purchased to determine whether the Service Provider provided the services requested in the selected 
Beneficiaries’ FCC Form 471. We also examined documentation to determine whether the Service 
Provider offered the selected Beneficiaries the lowest corresponding price charged for similar services to 
non-residential customers similarly situated to the selected Beneficiaries.   

 
C. Billing Process 

We reviewed the FCC Form 474 Service Provider Invoice (SPI) Forms for which payment was disbursed by 
USAC to determine whether the services identified on the SPI Forms, and corresponding Service 
Provider bills, were consistent with the terms and specifications of the Service Provider’s contracts, and 
eligible in accordance with the E-Rate program Eligible Services List. We also examined documentation 
to determine whether the Service Provider charged the selected Beneficiaries the lowest corresponding 
price charged to its similarly situated non-residential customers for similar services. In addition, we 
examined documentation to determine whether the Service Provider billed the selected Beneficiaries for 
the non-discounted portion of eligible services purchased with universal service discounts and did not 
provide rebates, including free services or products.  

 
D. Reimbursement Process 

We obtained and examined the SPI Forms submitted for reimbursement for services delivered to the 
selected Beneficiaries and performed procedures to determine whether USAC was invoiced properly. 
Specifically, we reviewed invoices associated with the SPI Forms for services provided to the selected 
Beneficiaries. We also 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 its bills to the selected.   
 
 
 
 
 

** This concludes the audit report.** 
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      MANAGEMENT CONSULTANTS & 
     CERTIFIED PUBLIC ACCOUNTANTS  

 
Executive Summary 
 
March 21, 2025 
 
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: 
 
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division 
(AAD) engaged Regis & Associates, PC to audit the compliance of 20/20 Technologies, LLC. (Service 
Provider), Service Provider Identification Number 143044016, for the twelve-month period ended June 30, 
2022, (Funding Year 2021), 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 Rules (FCC) Rules). Compliance with the relevant FCC Rules is the 
responsibility of the Service Provider. Our responsibility is to make a determination regarding the Service 
Provider’s compliance with the FCC Rules, based on our limited scope performance audit. 
 
We conducted this performance 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 we plan and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives.  The audit included 
examining, on a test basis, evidence supporting the type and amount of services provided by the Service 
Provider to E-Rate program Beneficiaries, as well as performing other procedures we considered necessary 
to make a determination regarding the Service Provider’s compliance with the FCC Rules.  We believe that 
the evidence obtained provides a reasonable basis for our findings and conclusions based on our audit 
objectives. 
 
Based on the test work performed, our audit did not disclose any areas 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, 

  
Regis & Associates, PC 
Washington, DC 

March 21, 2025 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1420 K Street, NW Suite 910, Washington, DC  20005; Tel: 202-296-7101; Fax: 202-296-7284;  www.regiscpa.com
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Background, Objective, Scope, and Procedures  
 

Background  
 
20/20 Technologies, LLC – Overview 
 
20/20 Technologies, LLC (Company) is one of the largest Information Technology (IT) managed service 
providers for education in the state of Nebraska. The Company has expanded its operations to surrounding 
states such as Iowa and Kansas. The Company offers a wide range of IT solutions to help meet the needs of 
both businesses and schools, which include IT audits, managed IT services, backup and disaster planning, 
networking, interactive panels, and IP PBX systems.  

 
Objective 
 
The objective of this performance audit was to determine whether the Service Provider complied with the 
applicable FCC Rules that governed the E-Rate program, for Funding Year 2021. 

 

Scope 
 
The scope of this performance audit includes examining on a test basis, evidence supporting the Service 
Provider’s compliance with the FCC Rules. These rules govern E-Rate commitment amounts and 
disbursements received by the Service Provider during Funding Year 2021. The testing and analysis 
conducted is detailed in the Procedures section of this report. The following chart summarizes the E-Rate 
program support amounts committed and disbursed for Funding Year 2021 (audit period):     
 

Service Type Amount Committed Amount Disbursed 
Basic Maintenance of Internal Connections       $9,571            $0 

Internal Connections  $535,014  $511,769 

Managed Internal Broadband Services    $45,188     $45,188 

Total $589,773 $556,957 

 
Note: The amounts committed and disbursed reflect Funding Year activity as of April 26, 2023. 
 
The committed total represents 23 FCC Form 471 applications with 30 Funding Request Numbers (FRNs).  
We selected 13 FRNs1 of the funded 30 FRNs which represent $466,812 of the funds committed and $443,567 
of the funds disbursed for the audit period, to perform the procedures enumerated below with respect to the 
Funding Year 2021 applications submitted by the selected Beneficiaries.   

 

1 The FRNs included in the scope of this audit are: 2199060335, 2199056560, 2199055979, 2199051945, 

2199059406, 2199041812, 2199058639, 2199057269, 2199062372, 2199025213, 2199025365, 2199039685, 

and 2199039623. 
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Procedures 
 
We performed procedures related to the E-Rate program, relative to amounts committed and disbursed for 
Funding Year 2021, as of April 26, 2023. These procedures are enumerated below: 

 
A. Eligibility Process 

We obtained an understanding of the Service Provider’s processes and internal controls governing its 
participation in the E-Rate program. Specifically, we conducted inquiries of the Service Provider and the 
selected Beneficiaries and examined documentation to determine whether controls existed to ensure 
equipment and services were eligible, delivered, and installed in accordance with the FCC Rules. We 
conducted inquiries and examined documentation to determine whether the Service Provider assisted 
with the completion of the selected Beneficiaries’ FCC Form 470.  

 

B. Competitive Bid Process  
We conducted inquiries and examined documentation to determine whether the Service Provider 
participated in, or appeared to have influenced, the selected Beneficiaries’ competitive bidding 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 equipment and services requested and 
purchased to determine whether the Service Provider provided the equipment and services requested in 
the selected Beneficiaries’ FCC Form 471. We also examined documentation to determine whether the 
Service Provider offered the selected Beneficiaries the lowest corresponding price charged for similar 
equipment and services to non-residential customers similarly situated to the selected Beneficiaries.   

 
C. Billing Process 

We reviewed the FCC Form 474 Service Provider Invoice (SPI) Forms for which payment was disbursed by 
USAC to determine whether the equipment and services identified on the SPI Forms, and corresponding 
Service Provider bills, were consistent with the terms and specifications of the Service Provider’s 
contracts, and eligible in accordance with the E-Rate program Eligible Services List. We also examined 
documentation to determine whether the Service Provider charged the selected Beneficiaries the lowest 
corresponding price charged to its similarly situated non-residential customers for similar equipment and 
services. In addition, we examined documentation to determine whether the Service Provider billed the 
selected Beneficiaries for the non-discounted portion of eligible equipment and services purchased with 
universal service discounts and did not provide rebates, including free services or products.  

 
D. Reimbursement Process 

We obtained and examined the SPI Forms submitted for reimbursement for equipment and services 
delivered to the selected Beneficiaries and performed procedures to determine whether USAC was 
invoiced properly. Specifically, we reviewed invoices associated with the SPI Forms for equipment and 
services provided to the selected Beneficiaries. We also 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 its bills to the selected.   
 
 
 
 
 

** This concludes the audit report.** 
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      MANAGEMENT CONSULTANTS & 
     CERTIFIED PUBLIC ACCOUNTANTS  

 
 
Executive Summary
 
March 20, 2025 
 

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: 
  
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division 
(AAD) engaged Regis & Associates, PC to audit the compliance of Santa Ana Unified School District 
(Beneficiary), Billed Entity Number  143778, for the twelve-month period ended June 30, 2022 (Funding Year 
2021), 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 Beneficiary.  Our responsibility is to 
make a determination regarding the Beneficiary’s compliance with the FCC’s Rules, based on our limited 
scope performance audit. 
   
We conducted this performance 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 we plan and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives. The audit included 
examining, on a test basis, evidence supporting the competitive bidding process undertaken to select Service 
Providers, data used to calculate the discount percentage and the type and amount of services received, 
physical inventory of equipment purchased and maintained, as well as performing other procedures we 
considered necessary to make a determination regarding the Beneficiary’s compliance with the FCC Rules.  
We believe that the evidence obtained provides a reasonable basis for our findings and conclusions based 
on our audit objectives.   
 
Based on the test work performed, our examination did not disclose any areas 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; 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, 
Regis & Associates, PC 
Washington, DC 
Month 20, 2025 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

1420 K Street, NW Suite 910, Washington, DC  20005; Tel: 202-296-7101; Fax: 202-296-7284; www.regiscpa.com
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Background, Objective, Scope, and Procedures 
 

Background  
 
Santa Ana Unified School District– Overview 

 
The Santa Ana Unified School District was organized in 1888 under the laws of the State of California. It is 
the second largest school district in Orange County, and the eleventh largest in California. The district 
operates under a locally elected five-member Board form of government and provides educational services 
to students from kindergarten to 12th grade, as mandated by the State and/or Federal agencies.  

 
Objective 
 
The objective of this performance audit was to determine whether the Beneficiary complied with the 
applicable FCC Rules, as well as the FCC Orders that governed the E-Rate Program in Funding Year 2021.    
 

Scope 
 
The scope of this performance audit includes examining on a test basis, evidence supporting the Beneficiary’s 
compliance with the FCC Rules. The FCC Rules govern committed amounts and disbursements received 
during Funding Year 2021. The testing and analysis conducted are detailed in the Procedures section of this 
report. The following chart summarizes the E-Rate program support amounts committed and disbursed for 
Funding Year 2021 (audit period):  

 

Service Type Amount Committed Amount Disbursed 
Data Transmission and/or Internet Access $1,845,742 $1,479,013 

Internal Connections $7,318,937 $0 
Total $9,164,679 $1,479,013 

 
Note: The amounts committed and disbursed reflect Funding Year activity, as of April 27, 2023. 
 
The committed total represents two FCC Form 471 applications with eight Funding Request Numbers 
(FRNs). We selected five FRNs of the funded eight FRNs1, which represent $7,642,772 of the funds 
committed; and $1,409,893 of the funds disbursed during the audit period, to perform the procedures 
enumerated below with respect to the Funding Year 2021 applications submitted by the Beneficiary. 
  

 

1 The FRNs included in the scope of this audit were:  2199046161, 2199046182, 2199046123, 2199042775, and 

2199042800. 
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Procedures 
 
We performed procedures related to the E-Rate program, relative to amounts committed, and disbursed for 
Funding Year 2021, as of April 27, 2023.These procedures are enumerated below: 
 
A. Application Process  

 
We obtained an understanding of the Beneficiary’s processes relating to the E-Rate program.  Specifically, 
we examined documentation to determine if it supported  effective use of funding and demonstrated that 
adequate controls existed to determine whether funds were used in accordance with the FCC Rules.  We 
also conducted inquiries to obtain an understanding of the process the Beneficiary used to calculate its 
discount percentage and validated its accuracy.   
 

B. Competitive Bid Process  
 
We obtained and examined documentation to determine whether the Beneficiary properly selected a 
Service Providers that provided eligible services, and the price of the eligible services and goods was the 
primary factor considered.  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. We examined the Service Providers contracts to determine whether 
they were properly executed.   
 

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

** This concludes the audit report.** 
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Summary of the Schools and Libraries Support Mechanism Beneficiary Audit Reports Released: May 2025. 
 

*  The USAC Management Recovery Action may be less than the Monetary Effect as the circumstances did not warrant a recovery of 
funds (i.e., the Beneficiary paid its non-discounted share of services).  

Entity Name 
Number of 
Findings 

Significant 
Findings  

Amount of 
Support 

Monetary 
Effect 

USAC 
Management 

Recovery 
Action* 

Commitment 
Adjustment 

Entity 
Disagreement 

Attachment D 
Los Angeles Unified School 
District 

1 • No 
significant 
findings.   

$11,554,019 $15,660 $0 $0 Partial 

Attachment E 
Bakersfield City Elementary 
School District 

0 • Not 
applicable.  

$425,443 $0 $0 $0 N/A 

Attachment F 
Fresno Unified School District 

0 • Not 
applicable. 

$3,819,732 $0 $0 $0 N/A 

Attachment G 
Isana Academies 

1 • No 
significant 
findings. 

$737,212 $32,571 $32,571 $0 N 

Attachment H 
Arlington Independent School 
District 

0 • Not 
applicable.  

$4,896,961 $0 $0 $0 N/A 

Attachment I 
Greater Bergen Community 
Action Inc. 

1 • No 
significant 
findings. 

$29,796 $0 $0 $0 N 

Total 3  $21,463,163 $48,231 $32,571 $0  
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UNIVERSAL SERVICE ADMINISTRATIVE COMPANY 
LOS ANGELES UNIFIED SCHOOL DISTRICT 

COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND 
E-RATE SUPPORT MECHANISM RULES 

 
Executive Summary 
 
January 19, 2022 
 
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: 
 
Sikich CPA LLC1 (referred to as “Sikich” or “we”) audited the compliance of the Los Angeles 
Unified School District (Beneficiary), Billed Entity Number (BEN) 143454, using regulations 
governing the federal Universal Service E-Rate program, set forth in 47 C.F.R. Part 54, as well 
as orders and other program requirements (collectively, Federal Communications Commission 
[FCC] Rules). Compliance with FCC Rules is the responsibility of the Beneficiary. Our 
responsibility is to make a determination regarding the Beneficiary’s compliance with FCC 
Rules based on our audit. 
 
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 the Beneficiary’s Service Providers, 2) data used to calculate the discount 
percentage and the type and amount of equipment and 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 
the FCC Rules. The evidence obtained provides a reasonable basis for our findings and 
conclusions based on the audit objectives.  
 

 
1 Effective December 14, 2023, we amended our legal name from “Cotton & Company Assurance and Advisory, 
LLC” to “Sikich CPA LLC” (herein referred to as “Sikich”). 
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Based on the test work performed, our audit disclosed one detailed audit finding, and one other 
matter, 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 the FCC Rules 
that were in effect during the audit period. An “other matter” is a condition that does not 
necessarily constitute a violation of FCC Rules but that warrants the attention of the Service 
Provider and USAC management. 
 
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 audit found that the Beneficiary did not comply with the 
FCC Rules and one of the Beneficiary’s Service Providers could improve their billing processes, 
as set forth in the one detailed audit finding and one other matter discussed below. 
 

 
Audit Results 

Monetary 
Effect 

Recommended 
Recovery 

Finding No. 1, 47 C.F.R. § 54.523 (2018) – Untimely 
Payment of Beneficiary’s Non-Discounted Share to 
Service Provider. The Beneficiary did not pay its non-
discounted share for all services received in a timely 
manner. 

$15,660 $0 

Other Matter No. 1, First 2014 E-Rate Order, FCC 14-
99, para. 235 – Service Provider Billed the Beneficiary 
for the Discount Share of Services.  
One of the Beneficiary’s Service Providers billed the 
Beneficiary for the discounted share of service costs on 
the bills tested. 

$0 $0 

Total Net Monetary Effect $15,660 $0 
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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: 
 

• https://www.usac.org/e-rate/service-providers/step-5-invoicing/ (Step 5 Invoicing,  please 
see Invoice Filing Deadlines Section) 

• https://www.usac.org/e-rate/learn/webinars/ (“E-Rate Invoice Training Webinar”, Please 
see 26:25 to 28:30 and 1:01:40 to 1:02:30) 

 
USAC records show the Beneficiary are currently subscribed to 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) 2019. The Beneficiary is a school district located in Los Angeles, California 
that serves more than 138,000 students.  
 
The following chart summarizes the E-Rate support amounts committed and disbursed to the 
Beneficiary for FY 2019 as of May 24, 2021, the date that our audit commenced. 

Service Type 
Amount  

Committed 
Amount 

Disbursed 
Internet Access $24,157,062 $10,503,794 
Internal Connections $3,162,388 $1,050,225 
Basic Maintenance of Internal Connections $1,005,297 $0 
Total $28,324,747 $11,554,019  

 
The “amount committed” total represents eight FCC Form 471, Description of Services Ordered 
and Certification Form, applications submitted by the Beneficiary for FY 2019 that resulted in 
eight Funding Request Numbers (FRNs). We selected a sample of three of the FRNs,2 which 
represent $25,533,829 of the funds committed and $11,554,019 of the funds disbursed during the 
audit period. Using this sample, we performed the audit procedures enumerated below. 
 

 
2 Our sample included FRNs 1999018417, 1999054400, and 1999030511. 
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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 the FCC Rules, we examined documentation to verify whether the Beneficiary used 
the funding effectively and whether it had adequate controls in place. We conducted 
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 Bidding Process 

We obtained and examined documentation to determine whether the Beneficiary: 1) 
properly evaluated all bids received, and 2) considered the price of the eligible services 
and equipment as the primary factor when selecting its Service Providers. We also 
obtained and examined evidence that the Beneficiary waited the required 28 days from 
the date the FCC Form 470, Description of Services Requested and Certification Form, 
was posted on USAC’s website before signing contracts with the selected Service 
Providers. Additionally, we examined the selected Service Provider contracts to 
determine whether they were properly executed. 
 

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 474, Service Provider 
Invoices (SPI) Forms, and corresponding Service Provider bills were consistent with the 
terms and specifications of the selected Service Provider agreements. We also examined 
documentation to determine whether the Beneficiary paid its non-discounted share of 
costs. 
 

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

E. Reimbursement Process 
We obtained and examined the invoices that the selected Service Providers submitted to 
USAC for reimbursement and performed procedures to determine whether the selected 
Service Providers had properly invoiced USAC. Specifically, we reviewed invoices 
associated with the SPI Forms for the equipment and services provided to the 
Beneficiary. We verified that the equipment and services identified on the SPI forms and 
corresponding Service Provider bills were consistent with the terms and specifications of 
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the selected 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 (2018)3 – Untimely Payment of Beneficiary’s Non-
Discounted Share to Service Provider 
 
Condition 
The Beneficiary did not pay its non-discounted share for all services it received under FRN 
1999018417 in a timely manner. We reviewed the selected Service Provider bills and the 
Beneficiary’s check payments and noted four instances in which the Beneficiary did not make 
payments within 90 days of receiving the services, as required by the FCC Rules, as follows: 
 

Payment Date Invoice Date Amount 
November 2, 2020 July 13, 2020 $3,728 
October 15, 2020 July 7, 2020 $4,421 
October 15, 2020 July 7, 2020 $3,375 
October 5, 2020 June 25, 2020 $4,136 

Total $15,660 

 
Cause 
The Beneficiary did not have adequate policies, controls and procedures in place to ensure the 
timely payment of the Service Provider bills. Specifically, the Beneficiary stated that, due to the 
Coronavirus Disease 2019 (COVID-19) pandemic, it experienced office closures that led to 
delays in obtaining electronic approvals and routing invoices for payment. As a result, the 
Beneficiary was unable to pay its non-discounted share of the invoices within the required 90-
day threshold. 
 
Effect 
There is no recommended USAC recovery for this finding, as the Beneficiary 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. 
 
Recommendation 
We recommend that the Beneficiary implement policies, 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 the FCC Rules. 
 

 
3 See also Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Fifth Report and 
Order, 19 FCC Rcd 15808, 15816, para. 24 (2004). 
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Beneficiary Response 
Los Angeles Unified School District (District) has reviewed the finding noted in the report for 
services received under FRN 1999018417 and partially disagrees with the report’s statement 
regarding the cause of the non-discounted share being paid in a non-timely manner. Specifically, 
the District does not agree that “The Beneficiary did not demonstrate sufficient knowledge of the 
Rules governing timely payment of the non-discounted share of billed services.”  The District is 
aware of the rules regarding timely payment of the invoices.  As clarified during the audit, these 
were unusual circumstances for the District. The payments being issued after 90 days were 
caused by changes in normal invoice review and payment practices due to COVID-19 office 
closures. District staff worked remotely from home, and the process of obtaining electronic 
approvals and routing invoices for payment was subsequently delayed.  As a result, the District 
was unable to pay its non-discounted share of the four invoices within the required 90-day 
threshold.  The District notes that three of the invoices were paid within 10 to 12 days after the 
90-day deadline.  Even with the unprecedented challenges and hardships faced by the District 
during the COVID-19 pandemic, the District still managed to pay the invoices within a 
reasonable period after the 90-day deadline. The District has also since made adjustments to the 
invoice review and payment process being administered remotely by staff to ensure timely 
payments. 
 
Auditor Response 
Based on the Beneficiary’s response above, we updated the Cause to more accurately reflect the 
reason for the finding.  However, because the Beneficiary noted that it did not ensure that it paid 
the non-discounted share of the costs of E-Rate eligible equipment and/or services in a timely 
manner, our position regarding the finding does not change. 
 
Other Matter No. 1, First 2014 E-Rate Order, FCC 14-99, para. 2354 – Service Provider 
Billed the Beneficiary for the Discount Share of Services 
 
Condition 
One of the Beneficiary’s Service Providers, AT&T Corporation (AT&T), billed the Beneficiary 
for the discounted share of service costs on the bills tested for which the Beneficiary chose the 
SPI invoicing method. Under the SPI method, service providers bill the beneficiary for the non-
discounted share of eligible services (and any ineligible services) and invoice USAC for the 
discounted share of eligible services. The beneficiary is only responsible for paying service 
providers its non-discounted share, plus the cost of any ineligible services. However, throughout 
FY 2019, the Service Provider billed the Beneficiary for the full pre-discount cost of FRN 
1999054400 before seeking reimbursement from USAC for the discount amounts, rather than 
only its 10 percent non-discount share (plus the cost of ineligible services). The Service Provider 
applied the E-Rate credits to the Beneficiary’s bills after FY 2019 had ended. 
 

 
4 See also Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order FCC 97-157, 
para. 586 (1997), and Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Second 
Report and Order and Future Notice of Proposed Rulemaking (FNPRM), FCC 03-101, paras. 44, 46-47 (2003). 
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Cause 
The Service Provider did not have adequate policies, controls and procedures in place to ensure 
that it obtained and processed the information necessary to calculate discounts on a timely 
basis. Specifically, the Service Provider requires that beneficiaries complete a Grid document 
with the details of the E-Rate funding for each FRN before it applies discounts on the applicable 
bills. However, it did not have procedures to obtain the Grid document from  the Beneficiary as 
soon as it received USAC’s FCC Form 486 Notification Letter, confirming that services 
approved for discounts had started. 
 
Effect 
As a result of the above-described use of the SPI method, the Service Provider initially collected 
more than the discount amount and risked ultimately charging the Beneficiary for more than the 
non-discounted amount for the services. While this practice may not always result in over-
collection by the Service Provider, such as, for example, when the Service Provider credits the 
Beneficiary in a timely manner, it does increase the Service Provider’s risk of violating FCC 
rules regarding the discounted amount when invoicing under the SPI method. There is no 
monetary effect since the Service Provider ultimately applied E-Rate credits to the Beneficiary’s 
bills. However, we note that the Beneficiary was entitled to a 90% discount rate and may 
experience cash flow issues if the Service Provider continues to bill for the entire pre-discount 
amount under the SPI method or fails to credit its bills in a timely manner.  
 
Recommendation 
We recommend that the Service Provider implement policies, controls and procedures to obtain 
and process FRN funding details so that it can apply discounts to its bills on a timely basis and 
ensure the Beneficiary is billed only for the non-discount share, plus the cost of ineligible 
services. 
 
Service Provider Response  
Refer to Attachment A for the Service Provider’s response.  
 
Auditor Response 
Based on AT&T’s response, we made the following changes to the other matter: 
 

• We revised the Condition to state that the Beneficiary elected to use the SPI method, not 
AT&T as previously stated.  
 

• We modified the Cause to indicate that, because the Beneficiary had not supplied the 
Grid, AT&T did not have enough information to calculate and apply the discounts on its 
FY 2019 bills. 
 

• We modified the Recommendation to address the need for AT&T to implement controls 
and procedures for obtaining FRN funding details on a timely basis. 
 

As FCC Rules clearly state that there is increased risk that beneficiaries could overpay for E-
Rate eligible services and could experience cash flow issues when a service provider requires 
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them to pay the nondiscounted costs of eligible equipment and service under the SPI method, we 
did not modify the Effect based on the Service Provider’s response.  
 
Criteria 

Finding Criteria Description 
1  47 C.F.R. § 54.523 

(2018) 
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. 

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

While our rules do not set forth a specific timeframe 
for determining when a beneficiary has failed to pay 
its non-discounted share, we conclude that a 
reasonable timeframe is 90 days after delivery of 
services. Allowing schools and libraries to delay for 
an extended time their payment for services would 
subvert the intent of [the] rule that the beneficiary 
must pay, at a minimum, ten percent of the cost of 
supported services. . . .  Accordingly a failure to pay 
more than 90 days after completion of service 
(which is roughly equivalent to three monthly billing 
cycles) presumptively violates [the] rule that the 
beneficiary must pay its share. 
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Other 
Matter 

Criteria Description 

1 Modernizing the E-Rate 
Program for Schools 
and Libraries, WC 
Docket No. 13-184, 
Report and Order and 
Further Notice of 
Proposed Rulemaking, 
FCC 14-99, para. 235 
(2014) 

We take this opportunity to reiterate that E-rate 
applicants continue to have the option of electing 
BEAR or SPI reimbursement.  Thus, when the 
applicant pays only the discounted cost of the 
services directly to the service provider through the 
SPI process, the service provider will continue to file 
a SPI form with USAC to receive reimbursement. 

1 Federal-State Joint 
Board on Universal 
Service, CC Docket No. 
96-45, Report and 
Order, FCC 97-157, 
para. 586 (1997) 

We conclude that requiring schools and libraries to 
pay in full could create serious cash flow problems 
for many schools and libraries and would 
disproportionately affect the most disadvantaged 
schools and libraries. 
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1 Schools and Libraries 
Universal Service 
Support Mechanism, CC 
Docket No. 02-6, 
Second Report and 
Order and Further 
Notice of Proposed 
Rulemaking, FCC 03-
101, paras. 44, 46-47 
(2003) 

We first conclude that we should adopt a rule 
requiring service providers to give applicants the 
choice each funding year either to pay the 
discounted price or to pay the full price and then 
receive reimbursement through the BEAR process. . 
. .  We find that providing applicants with the right 
to choose [their] payment method is consistent with 
section 254.  Although section 254(h)(1)(B) requires 
that telecommunications carriers providing 
discounted services may be permitted to choose the 
method by which they receive reimbursement for the 
discounts that they provide to schools and libraries, 
i.e., between receiving either reimbursement for the 
discount or an off-set against their obligations to 
contribute to the universal service fund, the statute 
does not require that they be permitted to choose the 
method by which they provide those discounts to the 
school or library in the first place.  In addition, we 
find that providing applicants with the right to 
choose which payment method to use will help 
ensure that all schools and libraries have affordable 
access to telecommunications and Internet access 
services.  The Commission previously noted in the 
Universal Service Order that 'requiring schools and 
libraries to pay in full could create serious cash flow 
problems for many schools and libraries and would 
disproportionately affect the most disadvantaged 
schools and libraries.' . . .  In light of the record 
before us, we conclude that the potential harm to 
schools and libraries from being required to make 
full payment upfront, if they are not prepared to, 
justifies giving applicants the choice of payment 
method. 

 

Sikich CPA LLC 
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Attachment A: Service Provider Response  
 
AT&T asserts that these Criteria do not support the audit findings. Since the Modernization 
Order cited here was released in 2014, AT&T has not been aware of any interpretation of that 
Order which would affect the way it handles SPI billing with its customers – until now. In fact, 
between September 2020 and now, USAC has reviewed 389 invoice line items submitted via the 
SPI method for the AT&T Corp. SPIN, and in none of those reviews has USAC made any 
finding like the one that is being made now. Clearly, we are surprised to learn of this 
interpretation by USAC now. 
 
Other 
Matter 

Criteria Description AT&T Notes 

1 E-Rate 
Modernization 
Order (FCC 14-
99), at para.235 

Thus, when the applicant pays 
only the discounted cost of the 
services directly to the service 
provider through the SPI 
process, the service provider 
will continue to file a SPI form 
with USAC to receive 
reimbursement. 

For context, Para.235 of the E-rate 
Modernization order is part of 
Section C, “Simplifying the 
Invoicing and Disbursement 
Processes”. This section was 
focused on – and addressed only the 
removal of service providers who 
would no longer serve as a pass-
through for payment and would no 
longer be required to approve Form 
472s. There was no indication of a 
change to the existing SPI 
methodology that the parties 
employ, either in the changes noted 
in Appendix A (later incorporated 
into the C.F.R.) nor in the guidance 
and training put out by USAC 
following the release of the order.  
 
Processes followed by AT&T here 
resulted in the applicant (LAUSD) 
paying only the non-discounted cost 
for the eligible services on which 
discounts were provided and 
submitted by AT&T via the Form 
474 SPI process. 

FCC Form 473, 
Service Provider 
Annual 
Certification 
(SPAC) Form at 
Block 2 

I certify that the Service 
Provider Invoice Forms (FCC 
Form 474) that are submitted by 
the Service Provider contain 
requests for universal service 
support for service which have 
been billed to the Service 
Provider’s customers on behalf 
of schools, libraries, and 
consortia of those entities, as 
deemed eligible for universal 

Nothing that occurred here with 
regard to LAUSD and the 
submission of the Form 474s by 
AT&T on this FRN make these 
certifications untrue. As stated 
above, AT&T first provided 
discounts to the Customer bills, and 
only then submitted requests for 
reimbursements via the SPI method. 
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Other 
Matter 

Criteria Description AT&T Notes 

service support by the fund 
administrator. 
 
I certify that the Service 
Provider Invoice Forms (FCC 
Form 474) that are submitted by 
the Service Provider are based 
on bills or invoices issued by 
the Service Provider to the 
Service Provider’s customers on 
behalf of schools, libraries, and 
consortia of those entities as 
deemed eligible for universal 
service support by the fund 
administrator, and exclude any 
charges previously invoiced to 
the fund administrator for which 
the fund administrator has not 
issued a reimbursement 
decision. 
 
I certify that the invoices 
submitted by the Service 
Provider to the Billed Entity are 
for equipment and services 
eligible for universal service 
support by the Administrator 
and exclude any charges 
previously invoiced to the 
Administrator by the Service 
Provider share. 

 
AT&T takes exception with several of the statements outlined in the Condition. 
 
The Condition states that “the Service Provider had elected to use the SPI method to obtain 
reimbursement for eligible services under FRN 1999054400 (funded at a 90 percent discount 
rate).” This statement is incorrect. It is not the Service Provider that makes this election, but it is 
the Applicant. See 47 C.F.R. § 54.514 (c).5 

 
5 47 C.F.R. § 54.514(c) Choice of payment method. Service providers providing discounted services under this 
subpart in any funding year shall, prior to the submission of the FCC Form 471, permit the billed entity to choose the 
method of payment for the discounted services from those methods approved by the Administrator, including by 
making a full, undiscounted payment and receiving subsequent reimbursement of the discount amount from the 
Administrator. (emphasis added.) 
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The Condition further states: “Under the SPI method, service providers invoice USAC directly 
for the discounted share of eligible services and bill beneficiaries for the non-discounted share of 
the services. However, the Service Provider billed the Beneficiary for the total cost of the 
services provided under this FRN each month, rather than for the 10 percent non-discounted 
share of the costs. The Service Provider did not credit the Beneficiary’s bills for amounts 
received from USAC until after the Beneficiary had already paid the total cost of the services.” 

 
AT&T takes issue with these statements because they suggest that AT&T may have overcharged 
LAUSD or that LAUSD was at risk of paying more than its non-discounted share. AT&T did not 
overcharge LAUSD, and LAUSD was not at risk for paying more than its non-discounted share 
of the costs for eligible services for which discounts were applied. While LAUSD’s funding 
application was pending approval, AT&T charged LAUSD for the total cost of the services 
contracted and purchased by LAUSD each month, including the services funded in LAUSD’s 
FRN: 1999054400, and as per longstanding procedures of which USAC is aware. See, e.g., 
Attachment: 4.7.14 CC Docket No. 13-184 ATT Comments below. But once USAC approved 
the funding and LAUSD took all the necessary steps to receive the discounts, including but not 
limited to submitting the Form 486 to USAC and completing and submitting the AT&T Grid 
information6 (See the Welcome Letter and Grid document attached below) to AT&T, AT&T 
applied the discounts to LAUSD’s bills related to FRN: 1999054400 applicable to Funding Year 
2019. 
 
AT&T is not alone in handling the SPI method of billing this way. Like most other Service 
Providers, AT&T does not reflect discounts on the customers’ bills until after the funding has 
been approved and the necessary steps outlined above have been taken by the Applicant. At that 
time, AT&T calculates the applicable discounts back to the Form 486 effective date per the Form 
486 Notification Letter received from USAC. AT&T refers to these initial discounts reflected on 
the invoice as the “retroactive period”. Subsequently, discounts will apply monthly on a going 
forward basis until the Contract Expiration date or until the end of the funding year. 
 
In this instance with LAUSD, the reason the discounts may have been applied later in time than 
they otherwise might have been is due to the following circumstances. First, FRN: 1999054400 
was not approved by USAC until 9/1/2019, which was 2 months after the funding year began. At 
some point LAUSD filed a Form 486, as required by the E-rate rules, for which AT&T did not 
receive the 486 Notification from USAC until 1/5/2020. Finally, as set forth in AT&T’s 
Welcome letter (See Attachment: LAUSD WelcomeLetter1999054400 below), AT&T requires 
its SPI customers to complete a “Grid” document and certify to AT&T that the information in the 
“Grid” is accurate. AT&T sent the Grid request to LAUSD on 9/5/2019. But LAUSD did not 
complete the Grid information until near the end of the Funding Year. (See Attachment: LAUSD 

 
6 The AT&T Grid document is a document that applicants must complete for AT&T to provide the details of the 
Applicant’s E-rate funding, such as, the Billing Account Numbers which bill for the services that should be 
discounted, and the applicable discount percentage based on cost allocation required. AT&T cannot apply E-rate 
discounts on bills until the customer verifies the details of their funding approval by submitting the Grid. For large 
customers like LAUSD, this process is critical to ensure the discounts are applied to the service for which the 
applicants was approved.  The instructions for completing the Grid are contained an email AT&T sends to 
customers upon notification of funding, known as the Welcome Package. 

Page 40 of 254 



 

                                                                  
 

USAC Audit No. SL2021LR016                                                                                 Page 14 of 35 

Online Grid 2019 below). Once received, AT&T calculated and provided the requisite discounts 
to LAUSD prior to submitting the first Form 474 SPI to USAC in October of 2020. 
 
The bottom line is that, AT&T, like other Service Providers, would not and should not have to 
cover LAUSD’s or any customer’s service expenses by applying earlier discounts for the non- 
discounted share (i.e. “float” the customer) before the customer’s funding was approved by 
USAC and the other necessary steps (including the submission of the Grid document) were 
taken. Indeed, it is not possible for a Service Provider to provide discounts for services at the 
time of commencement of services because the Service Provider does not even know at that time 
what services are eligible for discounts. Put differently, AT&T could not have applied discounts 
to services in July because AT&T would not have known in July exactly what services needed to 
be discounted. AT&T’s process – explained in its Welcome Package – requires applicants to 
identify the discounted services. Subsequently, AT&T reimburses applicants after they provide 
AT&T the information. 
 
Finally, it should be noted that there was no actual harm in this situation because LAUSD was 
ultimately only responsible to pay their undiscounted share of the eligible services for which it 
received discounts as well as any ineligible services billed on the same billing account numbers. 
 
The Effect section states that “Beneficiary is at risk of paying more than its non-discounted share 
of the costs for eligible services if the Service Provider does not invoice USAC for all eligible 
costs. In addition, the Beneficiary may experience cash flow issues if the Service Provider does 
not invoice USAC and credit the Beneficiary’s bills on a timely basis.” 
 
First, to be clear, AT&T did not overbill LAUSD for the discount portion of the cost of services. 
Moreover, the comments about the Beneficiary being at risk of paying more than its non- 
discounted share or that the Beneficiary may experience cash flow issues are speculative 
comments and not based in fact. The E-rate rules do not dictate how a school or library elects to 
pay the bills rendered by the Service Providers. Under the rules, schools and libraries are 
required to have the necessary resources at the time of filing the FCC Form 471, and they must 
pay their non-discounted share. See 47 C.F.R. § 54.504.7 
 

 
7 47 C.F.R. § 54.504 Requests for services. 
 

(a) Filing of the FCC Form 471. An eligible school, library, or consortium that includes an eligible school or 
library seeking to receive discounts for eligible services under this subpart shall, upon entering into a signed 
contract or other legally binding agreement for eligible services, submit a completed FCC Form 471 to the 
Administrator. (1) The FCC Form 471 shall be signed by the person authorized to order eligible services for 
the eligible school, library, or consortium and shall include that person's certification under oath that:…(iii) 
The entities listed on the FCC Form 471 application have secured access to all of the resources, including 
computers, training, software, maintenance, internal connections, and electrical connections, necessary to 
make effective use of the services purchased. The entities listed on the FCC Form 471 will pay the discounted 
charges for eligible services from funds to which access has been secured in the current funding year or, for 
entities that will make installment payments, they will ensure that they are able to make all required 
installment payments. The billed entity will pay the non-discount portion of the cost of the goods and services 
to the service provider(s). 
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It has been the experience of AT&T that LAUSD sometimes elects to pay their bills in full, even 
after discounts have been applied, resulting in a payment overage which is reflected on the bills 
as a credit balance. LAUSD will then request a refund for the overpayments it chose to make. 
Why LAUSD chooses to behave this way is unknown to AT&T, but we suspect it is because 
LAUSD likes to receive one large check toward the end of the funding year akin to receiving a 
BEAR payment if filed only once at the end of the year. 
 
But LAUSD cannot choose the BEAR method because it would forfeit funds that it is eligible for 
under the California Teleconnect Fund (CTF) program.8 Under this program, schools and 
libraries in California can receive additional funding for their services directly from the State. 
The CTF Program requires that participants who qualify for E-rate utilize the SPI method for 
their E-rate funding in order to receive the CTF discounts. LAUSD participates in the CTF 
program, and therefore it cannot use the BEAR method invoicing, which they would seem to 
prefer. LAUSD’s inability to use the BEAR method may be a driving factor on LAUSD’s 
decision to procrastinate in completing all the necessary steps to receive discounts on their bills 
earlier in the Funding Year since by doing so they would – in effect – be using the BEAR 
method. Indeed, there is no rule to restrict Beneficiaries from this practice of paying more than is 
currently owed or delaying the submission of required documents. 
 
The Recommend section states that “We recommend that the Service Provider implement 
controls and procedures to ensure it only bills the Beneficiary for the non-discounted share of 
costs for services reimbursed under the SPI method.” 
 
First, AT&T does have controls and procedures to ensure that the Beneficiary is billed properly 
for their non-discounted share of eligible services by actually providing appropriate discounts to 
its bills for the approved eligible services – once all the necessary requirements have been met. 
 
Furthermore, there are no requirements within the E-Rate program rules for Service Providers to 
initially bill only the discount portion before funding is approved.9 As was the case here, there 
are occasions when the Beneficiary’s funding has not been granted prior to the beginning of the 
Funding Year. Certainly, the program rules do not mandate that AT&T must “float” a 
Beneficiary until funding is approved since funding may never be approved. Additionally, there 

 
8 See https://www.cpuc.ca.gov/ctf. In California, the State has a program known as the California Teleconnect Fund 
(CTF) which provides additional discounts (50% for Schools and Libraries) for a Beneficiary’s portion of eligible 
charges after E-rate discounts have been applied. The SPI method is required to receive these additional funds. 
 
9 Indeed, the current direction provided by USAC to the Service Provider community in the SPI FCC Form 474 User 
Guide (usac.org) instructs the Service Provider to enter the “Total (Undiscounted) Amount for Service per FRN” in 
Item (11). The specific instruction states: “Item (11) - Total (Undiscounted) Amount for Service per FRN. This item 
represents the total undiscounted monthly and one-time charges for all eligible services on the individual invoice 
or bill issued to the customer. This item represents the total price for eligible service before any eligible discount is 
applied. The total undiscounted amount may include all reasonable associated charges, such as federal and state 
taxes, that the customer incurs when they obtain services.” 
 
Accordingly, this guidance makes it clear (to AT&T at least) that there is, and has always been, an understanding 
that the Service Provider is not required to include on the bill only those charges which are the applicants’ non- 
discounted share. 
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are other required steps that both the Applicant and USAC must take prior to the invoicing 
process commencing, which are necessary in order for the discounts to be accurate (e.g., filing a 
Form 486, and submitting the Grid document). See pages 3-6 of Attachment: 4.7.14 CC 
Docket No. 13-184 ATT Comments below. It is therefore unreasonable to conclude that a 
Service Provider has somehow violated the program rules by waiting for these other steps to be 
completed. 
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AT&T Attachments: 
 
4.17.14 CC Docket No. 13-184 
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Administrative Co. 

EXECUTIVE SUMMARY 

June 27, 2023 

• Mr. Mark Luque, Superintendent
Bakersfield City Elementary School District
1300 Baker St.
Bakersfield, CA 93305-4326

Dear Mr. Luque:

Available for Public Use 

The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division (AAD)
audited the compliance of Bakersfield City Elementary School District (Beneficiary), Billed Entity Number
(BEN) 143936, 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 FCC Rules). Compliance with the
FCC Rules is the responsibility of the Beneficiary. AAD's responsibility is to make a determination regarding
the Beneficiary's compliance with the FCC Rules based on a 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
for its findings and conclusions based on the audit objectives. The audit included examining, on a test basis,
evidence supporting the competitive bidding process undertaken to select service providers, data used to

calculate the discount percentage and the type and amount of services received, physical inventory of
equipment purchased and maintained, as well as performing other procedures AAD considered necessary to
make a determination regarding the Beneficiary'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 did not disclose any areas of non-compliance with the
FCC Rules that were in effect during the audit period. However, our examination disclosed one other matter
(Other Matter) discussed in the Audit Result and Commitment Adjustment/Recovery Action section. An "other
matter" is a condition that does not necessarily constitute a rule violation but warrants the Beneficiary's and
USAC Management's attention.

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 Federal Communications Commission (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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AUDIT RESULT AND COMMITMENT ADJUSTMENT/RECOVERY 

ACTION 

Monetary Effect and 

Recommended 

Recovery 

Audit Result 

Other Matter: First 2014 E-Rate Order, FCC 14-99, $0 

para. 235 - Service Provider Billed the 

Beneficiaries for Discounted Share of Services. 

The Service Provider billed the Beneficiary 100 

percent of the cost of services, instead of the non-

discounted portion, as required by the SPI method. 

Total Net Monetary Effect $0 

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 refers the Service Provider to our website for additional resources. Various links are listed below: 

• https://www.usac.org/e-rate/learn/webinars/ (E-Rate Invoicing Process: Office Hour Webinar, July 21,

2022)

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

• https: //www.usac.org/w p-co ntent/u ploads/e-rate/ docu ments/Webi nars/2022/E-Rate-l nvoice-

T rain i ng-Webi na r-2022-S lid es.pdf

USAC records show the Service Provider is currently subscribed to the E-Rate weekly News Brief. USAC 

encourages the Service Provider to review the News Brief, which contains valuable information about the E­

Rate program. 

PURPOSE, SCOPE, BACKG ROUND, AND P ROCEDURES 

PURPOSE 

The purpose of the audit was to determine whether the Beneficiary complied with the FCC Rules. 
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EXECUTIVE SUMMARY 
 
April 1, 2024 
 
Philip Neufeld, Executive Director 
Fresno Unified School District 
2309 Tulare Street  
Fresno, CA, 93721 
 
Dear Philip Neufeld, 
  
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division (AAD) 
audited the compliance of Fresno Unified School District (Beneficiary), Billed Entity Number (BEN) 144072, 
using regulations set forth in 47 C.F.R. Part 54 and orders and other program requirements governing the 
federal Universal Service E-Rate program, (collectively, the Federal Communications Commission (FCC) 
Rules).  Compliance with the FCC Rules is the responsibility of the Beneficiary.  AAD’s responsibility is to make 
a determination regarding the Beneficiary’s compliance with the FCC Rules based on our 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 
for its findings and conclusions based on the audit objectives.  The audit included examining, on a test basis, 
evidence supporting the competitive bidding process undertaken to select Service Providers, data used to 
calculate the discount percentage and the type and amount of services received, physical inventory of 
equipment purchased and maintained, as well as performing other procedures AAD considered necessary to 
make a determination regarding the Beneficiary’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 did not disclose any areas of non-compliance with the 
FCC Rules that were in effect during the audit period.  However, our examination disclosed one other matter 
(Other Matters) discussed in the Audit Result and Commitment Adjustment/Recovery Action section.  An 
“other matter” is a condition that does not necessarily constitute a rule violation but warrants the Beneficiary 
and USAC Management’s attention.   
 
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 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, 
 
 
 
Jeanette Santana-González 
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 COMMITMENT ADJUSTMENT/RECOVERY ACTION 

Audit Result 
Monetary 

Effect 
Recommended 

Recovery 

Recommended 
Commitment 
Adjustment 

Other Matter: 47 C.F.R. § 
54.514(c)(2021); First 2014 E-Rate 
Order, FCC 14-99, paras. 233-235 
(2014).  – Service Provider Billed 
the Beneficiary for the Discount 
Share of Services.  The Service 
Provider billed the Beneficiary 100 
percent of the cost of services, 
instead of the non-discounted 
portion, as required by the SPI 
method. 

0 $0 $0 

Total Net Monetary Effect $0 $0 $0 

USAC MANAGEMENT RESPONSE 
USAC Management concurs with the Audit Result stated above. USAC may review other FCC forms and documents filed 
by the Beneficiary and Service Provider during the audited Funding 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 issue identified.  USAC also refers the Beneficiary and Service 
Provider to our website for additional resources.  Various links are listed below: 

• https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2023/E-Rate-Fall-Training-2023-
Invoicing.pdf (please see slides 12, 16, 30 and 70). 

• https://www.usac.org/e-rate/learn/webinars/ (E-Rate Fall Training: Invoicing, November 09, 2023). Please see
timestamps 8:50-11:15, 13:35-14:20, 23:40-26:05, 29:05-30:30, and 56:50-58:40) 

PURPOSE, SCOPE, BACKGROUND, AND PROCEDURES 
PURPOSE 
The purpose of the audit was to determine whether the Beneficiary complied with the FCC Rules.  

SCOPE 
The following chart summarizes the E-Rate program support amounts committed and disbursed to the 
Beneficiary for Funding Year 2021 (audit period):     

Service Type Amount 
Committed 

Amount 
Disbursed 

Internal Connections $2,734,088 $2,411,258 
Data Transmission and/or Internet Access $3,690,595 $1,408,474 
Total $6,424,683 $3,819,732 
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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 three FCC Form 471 applications with seven Funding Request Numbers 
(FRNs).  AAD selected three of the nine FRNs,1 which represent $4,913,606 of the funds committed and 
$3,752,773 of the funds disbursed during the audit period, to perform the procedures enumerated below with 
respect to the Funding Year 2021 applications submitted by the Beneficiary. 
 
BACKGROUND 
The Beneficiary is a School District located in Fresno, California that serves over 74,000 students.  
 
PROCEDURES 
AAD performed the following procedures: 
 
A. Application Process  

AAD obtained an understanding of the Beneficiary’s processes relating to the E-Rate program.  
Specifically, AAD examined documentation to determine if it supported the effective use of funding and 
demonstrated that adequate controls existed to determine whether funds were used in accordance with 
the FCC Rules.  AAD conducted inquiries and direct observation to determine whether the Beneficiary was 
eligible to receive funds in a limited review and had the necessary resources to support the equipment 
and services for which funding was requested.  AAD also conducted inquiries to obtain an understanding 
of the process the Beneficiary used to calculate its discount percentage and validated its accuracy.   

 
B. Competitive Bid Process  

AAD obtained and examined documentation to determine whether the Beneficiary properly selected its 
Service Providers that provided eligible services and the price of the eligible services and goods was the 
primary factor considered.  AAD 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.  AAD examined the Service 
Providers’ contracts to determine whether they were properly executed.   

 
C. Invoicing Process 

AAD obtained and examined invoices for which payment was disbursed by USAC to determine whether 
the equipment and services identified on the FCC Form 474 Service Provider Invoices (SPIs) and 
corresponding Service Providers bills were consistent with the terms and specifications of the Service 
Providers agreements.  AAD also examined documentation to determine whether the Beneficiary paid its 
non-discounted share in a timely manner.  

 
D. Site Visits  

AAD performed a virtual physical inventory to evaluate the location and use of equipment and services to 
determine whether it was delivered and installed, located in eligible facilities, and utilized in accordance 
with the FCC Rules.  AAD evaluated whether the Beneficiary had the necessary resources to support the 
equipment and services for which funding was requested.  AAD also evaluated the equipment and services 

 
1 The FRNs included in the scope of this audit were:  2199045930, 2199049299, and 2199049375. 
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purchased by the Beneficiary to determine whether funding was and/or will be used in an effective 
manner. 

 
E. Reimbursement Process 

AAD obtained and examined invoices submitted for reimbursement for the equipment and services 
delivered to the Beneficiary and performed procedures to determine whether USAC was invoiced 
properly.  Specifically, AAD reviewed invoices associated with the SPIs Forms for equipment and services 
provided to the Beneficiary.  AAD evaluated whether the Service Providers either billed the Beneficiary for 
only the non-discount portion of the cost. 
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DETAILED OTHER MATTER 
 

Other Matter: 47 C.F.R. § 54.514(c)(2021); Modernization Order, 29 FCC Rcd at 8963-8964, 
paras. 233-235 (2014). - Improper Service Provider Invoicing Method  
 
CONDITION 
AAD obtained and examined the Service Provider bills and Service Provider Invoicing (SPI) Form 474 to 
determine whether the Service Provider, Pacific Bell Telephone Company1 (PacBell), billed the Beneficiary 
based on the service provider invoice (SPI) method,2 the invoicing method the Beneficiary selected.  Under the 
SPI method, service providers bill the Beneficiary for the non-discounted share of eligible services (and any 
ineligible services) and invoice USAC for the discounted share of eligible services.  The Beneficiary is only 
required to pay the Service Provider for its non-discounted share, plus the cost of any ineligible services.3   
 
For FRN 2199049299, PacBell appeared to have followed the billing procedures associated with the Billed 
Entity Applicant Reimbursement (BEAR) method instead of the SPI method because PacBell billed the 
Beneficiary the entire cost of services for each month during the audited funding year, July 2021 through June 
2022.  The Beneficiary followed the SPI method, paying the non-discounted share of their monthly bills, and 
leaving an unsettled balance on their account because of the overbilling.  The Beneficiary did not overpay 
PacBell for the audited period and PacBell posted the Beneficiary’s payments to their account timely.  
However, PacBell did not bill the Beneficiary in accordance with the SPI method.  The Beneficiary’s billing 
statements were further complicated by these additional actions:  

• Adding late fees for the unpaid account balance, even though the Beneficiary was overbilled.   
• Delaying adjustments to the Beneficiary’s monthly bills.  For the months of August 2021 through June 

2022, the adjustments were not applied until the monthly bills of March 2022 through October 2022.  
Additionally, the bills for August 2021 through April 2022 contained adjustments from funding year 
2020.   

• Opening a different account for the billed services.  The bills for the FRN were on two different 
accounts because of a change implemented by CalNet.  PacBell closed the original account and began 
applying the billing onto another account.  The Beneficiary no longer had access to see adjustments 
applied on the closed account, further reducing the transparency of the billing procedures. 

 
CAUSE 
The Service Provider did not demonstrate sufficient knowledge of the FCC Rules establishing the SPI method 
process and did not have adequate controls and procedures to ensure that the Beneficiary was billed only for 

 
1 PacBell is considered the Service Provider for Fresno County Schools and is a subsidiary of AT&T.  There is a Master 
Services Agreement in place for Fresno County Schools with CalNet.  PacBell acts as the subcontractor for CalNet for 
Fresno County Schools.  
2 See Modernizing the E-rate Program for Schools and Libraries, WC Docket No. 13-184, Report and Order and Further 
Notice of Proposed Rulemaking, 29 FCC Rcd 8870, 8963-8964, FCC 14-99  at paras. 233-235 (2014) (Modernization Order); 
see also Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Rcd 8776, 9082, 
FCC 97-157 at para. 586 (1997) (Universal Service Order); Schools and Libraries Universal Service Support Mechanism, CC 
Docket No. 02-6, Second Report and Order and Further Notice of Proposed Rulemaking, 18 FCC Rcd 9202, 9218, FCC 03-
101 at para. 47 (2003) (Second Report and Order). 
3 See Universal Service Order, 12 FCC Rcd at 9082 , FCC 97-157 at para. 586; see also Second Report and Order, 18 FCC Rcd 
at  9218, FCC 03-101 at para. 47 (2003). 
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the discounted costs approved by USAC.4  
 
EFFECT 
As a result of the above-described improper use of the SPI method, the Service Provider may collect more 
than the discount amount because of overbilling the Beneficiary for more than the non-discounted amount 
for the services.  An over-collection did not occur in this instance because of the controls in place at the 
Beneficiary.  The Service Provider’s billing policies, controls, and procedures increase the risk of violating the 
FCC Rules regarding billing beneficiaries and invoicing USAC under the SPI method.   
 
There is no monetary effect for this finding since the Service Provider ultimately applied E-Rate credits to the 
Beneficiary’s bills.  However, AAD notes that the Beneficiary was entitled to E-Rate discounts at the time of 
billing.  The billing methodology used by the Service Provider may be construed as lacking transparency and 
may put other beneficiaries in a position of experiencing cash flow issues if overpayments do occur and 
credits to bills are not applied in a timely manner.  
 
RECOMMENDATION 
The Service Provider must implement policies, controls, and procedures to obtain and process FRN funding 
based on the method they submitted to USAC.  The Service Provider can familiarize itself with the FCC Rules 
related to invoicing at https://www.usac.org/e-rate/service-providers/step-5-invoicing/.  The Service Provider 
can also learn more about the E-Rate program’s training opportunities on USAC’s website at 
https://www.usac.org/e-rate/learn/ and keep current on E-Rate news at https://www.usac.org/e-
rate/resources/news-brief/. 
 
SERVICE PROVIDER RESPONSE 

AT&T’s SPI method process is compliant with current FCC rules. AT&T applies E-Rate credits to 
customers’ bills after AT&T receives all information necessary to verify the services and accounts that 
are subject to the E-Rate discount. AT&T requests customers to provide relevant information early in 
the process and, in its Welcome Package, AT&T provides customers with a “Grid” identifying relevant 
information needed by AT&T to apply E-rate credits. AT&T applies E-Rate credits to customers’ bills 
after receiving the completed Grid. In this case, the customer did not provide AT&T with the 
completed Grid until 2/17/2022 (8 months after the start of the funding year). The late Grid receipt 
required AT&T to systematically process disbursements for 7/2021 –1/2022 and ensure posting to the 
bill prior to invoicing USAC. Also, note the FCC is considering this issue of SPI invoicing in a current 
rulemaking proceeding. AT&T is an active participant in the proceeding and has filed both comments 
and reply comments explaining its SPI. processes. Please refer to AT&T comments.5 

 
4 See FRN 2199049299, Audit Inquiries Record (AIR) sent January 2, 2024. 
5 See AT&T Comments, filed in Schools and Libraries Universal Service Support Mechanism et. al., CC Docket No. 02-6 et. 
al., on September 25, 2023; see also AT&T Reply Comments, filed in Schools and Libraries Universal Service Support 
Mechanism et. al., CC Docket No. 02-6 et. al., on October 23, 2023; Schools and Libraries Universal Service Support 
Mechanism, Federal-State Joint Board on Universal Service, Changes to the Board of Directors of the National Exchange 
Carrier Association, Inc., CC Docket No. 02-6, CC Docket No. 96-45, CC Docket No. 97-21, Report and Order and Further 
Notice of Proposed Rulemaking, FCC 23-56 (Jul. 21, 2023).  

Page 84 of 254 

https://www.usac.org/e-rate/service-providers/step-5-invoicing/
https://www.usac.org/e-rate/learn/
https://www.usac.org/e-rate/resources/news-brief/
https://www.usac.org/e-rate/resources/news-brief/


 

Page 8 of 10 

 
Available for Public Use 

 
 
BENEFICIARY RESPONSE 

Fresno Unified School District would respectfully add the following commentary in response to AT&T’s 
comments. 
 
During the period in question and for some time prior to this period, AT&T changed billing account 
numbers for FUSD without proper notification. This left us somewhat behind in providing the 
information that AT&T requires in order to post discounts against any approved funding requests. 
 
Additionally, when AT&T changed billing account numbers, it effectively closed the original account 
though there were more than $250,000 in credits left on the original account that were not disbursed 
to FUSD until such time as our reconciliation process discovered the discrepancy and the credits were 
requested to be disbursed. 
 
Finally, because FUSD is in California and there is an additional discount available on eligible 
telecommunications services through the California Public Utilities Commission (“CPUC”), E-Rate 
applicants are compelled to use only the FCC Form 474 invoicing process, leaving us somewhat at the 
mercy of the service provider to post applicable and accurate discounts. We at FUSD agree with the 
Commission’s suggestion as stated in FNPRM 23-56 (para. 74-75) that, “…the rules be amended to 
make them consistent with the Commission’s intent that applicants who select the SPI invoicing method 
must only pay their service provider for the non-discounted share of the costs of the eligible equipment 
and services, and the service provider must seek the remaining discounted portion of costs from USAC 
and may not require full payment from the applicant as well when the SPI invoicing method is used.” 

 
AAD RESPONSE 
Per section 54.514(c) of the Commission’s rules, Beneficiaries must be permitted to select their invoicing 
method.  Under the SPI method, a service provider is to bill the Beneficiary only for the non-discounted share 
of cost of the eligible services (plus the cost of any ineligible services) and then invoices USAC for the 
discounted share of cost of the eligible services.  During the audited Funding Year 2021 (July 2021 through 
June 2022), the invoicing method selected by the Beneficiary was the SPI invoicing method.  However, the 
Service Provider billed the Beneficiary the full monthly cost of the eligible services rather than only the non-
discounted portion of the cost of the eligible services, which is inconsistent with the Commission’s rules.6 

 
6 See Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Report and Order, FCC 97-157, para. 
586 (1997) (First Universal Service Order) (“[W]e reject GTE’s proposal to permit service providers to demand full payment 
from schools and libraries, which would require institutions to secure direct reimbursement from the Administrator.  We 
conclude that requiring schools and libraries to pay in full could create serious cash flow problems for many schools and 
libraries and would disproportionately affect the most disadvantaged schools and libraries.”); Second Report and Order, 
FCC 03-101, para. 47 (“In addition, we find that providing applicants with the right to choose which payment method to 
use will help ensure that all schools and libraries have affordable access to telecommunications and Internet access 
services. The Commission previously noted in the Universal Service Order that ‘requiring schools and libraries to pay in 
full could create serious cash flow problems for many schools and libraries and would disproportionately affect the most 
disadvantaged schools and libraries.’”). 
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CRITERIA 
47 C.F.R. § 54.514(c) (2020). 

Choice of payment method. Service providers providing discounted services under this subpart in any 
funding year shall, prior to the submission of the FCC Form 471, permit the billed entity to choose the 
method of payment for the discounted services from those methods approved by the Administrator, 
including by making a full, undiscounted payment and receiving subsequent reimbursement of the 
discount amount from the Administrator. 

 
47 C.F.R. § 54.504(f)(5) (2020).  

The service provider listed on the FCC Form 473 certifies that the bills or invoices issued by this service 
provider to the billed entity are for equipment and services eligible for universal service support by 
the Administrator and exclude any charges previously invoiced to the Administrator by the service 
provider. 

 
Modernizing the E-rate Program for Schools and Libraries, WC Docket No. 13-184, Report and Order and Further 
Notice of Proposed Rulemaking, FCC 14-99, para. 235 (2014) (First 2014 E-Rate Order). 

We take this opportunity to reiterate that E-rate applicants continue to have the option of electing 
BEAR or SPI reimbursement. Thus, when the applicant pays only the discounted cost of the services 
directly to the service provider through the SPI process, the service provider will continue to file a SPI 
form with USAC to receive reimbursement.  

 
Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, FCC 97-157, para. 586 
(1997) (Universal Service Order).  

We conclude that requiring schools and libraries to pay in full could create serious cash flow problems 
for many schools and libraries and would disproportionately affect the most disadvantaged schools 
and libraries. 

 
Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Second Report and Order and 
Further Notice of Proposed Rulemaking, FCC 03-101, para. 44, 46-47 (2003) (Second Report and Order). 

We first conclude that we should adopt a rule requiring service providers to give applicants the choice 
each funding year either to pay the discounted price or to pay the full price and then receive 
reimbursement through the BEAR process. . . .  [W]e find that providing applicants with the right to 
choose which payment method to use will help to ensure that all schools and libraries have affordable 
access to telecommunications and Internet access services. . . .   We find that providing applicants 
with the right to choose [their] payment method is consistent with section 254.  Although section 
254(h)(1)(B) requires that telecommunications carriers providing discounted services may be 
permitted to choose the method by which they receive reimbursement for the discounts that they 
provide to schools and libraries, i.e., between receiving either reimbursement for the discount or an 
off-set against their obligations to contribute to the universal service fund, the statute does not 
require that they be permitted to choose the method by which they provide those discounts to the 
school or library in the first place.  In addition, we find that providing applicants with the right to 
choose which payment method to use will help ensure that all schools and libraries have affordable 
access to telecommunications and Internet access services.  The Commission previously noted in the 
Universal Service Order that ‘requiring schools and libraries to pay in full could create serious cash 
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flow problems for many schools and libraries and would disproportionately affect the most 
disadvantaged schools and libraries.” . . .In light of the record before us, we conclude that the 
potential harm to schools and libraries from being required to make full payment upfront, if they are 
not prepared to, justifies giving applicants the choice of payment method. 

Service Provider Invoice (SPI) Form, FCC Form 474, Block 3 (2023) 
“Item A - I certify that this Service Provider is in compliance with the rules and orders governing the 
schools and libraries universal service support program and I acknowledge that failure to be in 
compliance and remain in compliance with those rules and orders may result in the denial of discount 
funding and/or cancellation of funding commitments.” 

 
 
 
 

**This concludes the report. ** 
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UNIVERSAL SERVICE ADMINISTRATIVE COMPANY 
ISANA ACADEMIES 

COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND 
E-RATE SUPPORT MECHANISM RULES 

 
Executive Summary 
 
January 29, 2025 
 
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: 
 
Sikich CPA LLC1 (referred to as “Sikich” or “we”) audited the compliance of ISANA 
Academies (Beneficiary), Billed Entity Number (BEN) 17006823, using regulations governing 
the federal Universal Service E-Rate program, set forth in 47 C.F.R. Part 54, as well as orders 
and other program requirements (collectively, Federal Communications Commission [FCC] 
Rules). Compliance with the FCC Rules is the responsibility of the Beneficiary. Our 
responsibility is to make a determination regarding the Beneficiary’s compliance with the FCC 
Rules based on our audit.   
 
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 the Beneficiary’s Service Providers, 2) data used to calculate the discount 
percentage and the type and amount of equipment and 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 
the FCC Rules. The evidence obtained provides a reasonable basis for our findings and 
conclusions based on the audit objectives.  
 

 
1 Effective December 14, 2023, we amended our legal name from “Cotton & Company Assurance and Advisory, 
LLC” to “Sikich CPA LLC” (herein referred to as “Sikich”). 
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Based on the test work performed, our audit disclosed one detailed audit finding and one other 
matter, 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. An “other matter” is a condition that does not 
necessarily constitute an FCC Rule violation but that warrants the attention of the Service 
Provider and USAC management.  
 
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 audit found that two of the Beneficiary’s Service 
Providers did not comply with FCC Rules, as provided in the one detailed audit finding and one 
other matter discussed below.   
 

Audit Results Monetary Effect Recommended 
Recovery 

Finding No. 1, 47 C.F.R. § 54.502(a) (2021) – The 
Service Provider Invoiced E-Rate Program for 
Ineligible Equipment and Services. One Service 
Provider invoiced the E-Rate program for equipment 
used for ineligible purposes. 

$32,571 $32,571 

Other Matter No. 1, First 2014 E-Rate Order, FCC 
14-99, para. 235 – Service Provider Billed the 
Beneficiary for the Discounted Share of Costs 
While Using the Service Provider Invoice (SPI) 
Method. One Service Provider inappropriately billed 
the Beneficiary for USAC’s share of service costs 
under the SPI method.  

$0  $0  

Total Net Monetary Effect $32,571 $32,571 

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

• https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2025/2025_E-
Rate_Eligible_Services_QA_Session.pdf 
 

• https://www.usac.org/e-rate/service-providers/step-5-invoicing/fcc-form-474-filing/ 
 
USAC records show the Beneficiary and Service Provider are currently subscribed to the E-Rate 
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. 

 

FRN Recovery Amount 
2299051872 $32,571 

 

Purpose, Background, Scope, and Procedures 
 
The purpose of the audit was to determine whether the Beneficiary complied with FCC Rules for 
Funding Year (FY) 2022. The Beneficiary is a school district located in Los Angeles, California, 
that serves more than 2,600 students.  
 
The following chart summarizes the E-Rate support amounts committed and disbursed to the 
Beneficiary for FY 2022 as of February 13, 2024, the date that our audit commenced. 

Service Type  
Amount 

Committed  
Amount 

Disbursed  
Internet Access  $653,957 $628,969 
Internal Connections  $108,243 $108,243 
Total  $762,200 $737,212 

 
The “amount committed” total represents three FCC Form 471, Description of Services Ordered 
and Certification Forms, applications submitted by the Beneficiary for FY 2022 that resulted in 
six Funding Request Numbers (FRNs). We selected a sample of three of the FRNs,2 which 
represent $737,134 of the funds committed and $720,932 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 

 
2 Our sample included FRNs 2299014596, 2299056743, and 2299051872. 
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funding effectively and whether it had adequate controls in place. We conducted inquiries 
and performed direct observation 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 Bidding Process 

We obtained and examined documentation to determine whether the Beneficiary: 1) 
properly evaluated all bids received, and 2) considered the price of the eligible equipment 
and services as the primary factor in selecting its Service Providers. We also obtained and 
examined evidence that the Beneficiary waited the required 28 days from the date the 
FCC Form 470, Description of Services Requested and Certification Form, was posted on 
USAC’s website before signing contracts with the selected Service Providers. 
Additionally, we examined the selected Service Provider contracts to determine whether 
they were properly executed. 
 

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

D. Site Visit 
We performed a virtual site visit to evaluate the location and use of equipment and 
services to determine whether they were 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 and services for which 
it had requested funding and evaluated the equipment and services purchased to 
determine whether the Beneficiary used the funding in an effective manner.  
 

E. Reimbursement Process 
We obtained and examined invoices that the selected Service Providers submitted to 
USAC for reimbursement and performed procedures to determine whether they had 
properly invoiced USAC. Specifically, we reviewed invoices associated with the SPI 
Forms for equipment and services selected Service Providers provided to the Beneficiary. 
We verified that the equipment and services identified on the SPI Forms and the 
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.  
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Detailed Audit Findings 
 
Finding No. 1, 47 C.F.R. § 54.502(a) (2021) – The Service Provider Invoiced E-Rate 
Program for Ineligible Equipment and Services 
 
Condition 
One of the Beneficiary’s selected Service Providers, AMS.NET, Inc., invoiced the E-Rate 
program $38,319 for costs incurred to purchase and install 176 Panduit Net-Key Cat6 Jacks and 
52 Panduit Junction Boxes, which were used for ineligible purposes.3  The Beneficiary is using 
these jacks and boxes solely for phone lines and security cameras, which are not on the Eligible 
Services List (ESL) and are ineligible for E-Rate funding.4  Specifically, while the FCC has 
removed the requirement that all drops and jacks be cost-allocated, where they are installed 
specifically for an ineligible purpose, such as for a security network, they remain ineligible.5 
 
Cause 
The Service Provider did not have adequate policies and procedures in place to ensure it did not 
invoice the E-Rate program for the purchase of equipment and services used for ineligible 
purposes.  Additionally, the Beneficiary lacked controls to ensure that E-Rate funded equipment 
is used only for eligible purposes. 
 
Effect 
The monetary effect for this finding is $32,571 ($38,319 multiplied by the Beneficiary’s 85 
percent discount rate).  
  

Support Type Monetary Effect Recommended Recovery 
Internal Connections FRN 2299051872 $32,571 $32,571 

 
Recommendations 
We recommend that: 
 

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

2. The Service Provider implement controls and procedures to ensure that it only invoices 
the E-Rate program for the cost of equipment and services provided for E-Rate eligible 
purposes. 

 
3See also 47 § CFR 54.504(f)(5) (2021) - “The service provider listed on the FCC Form 473 certifies that the bills or 
invoices issued by this service provider to the billed entity are for equipment and services eligible for universal 
service support by the Administrator, and exclude any charges previously invoiced to the Administrator by the 
service provider.” 
4Modernizing the E-Rate Program for Schools and Libraries, WC Docket No. 13-184, Report and Order and Further 
Notice of Proposed Rulemaking, FCC 14-99, paras. 143- 150 (2014) (First 2014 E-RateOrder); Modernizing the E-
Rate Program for Schools and Libraries, WC Docket No. 13-184, DA 21-1602 (WCB 2021) (FY22 Eligible Services 
List); Schools and Libraries Universal Service Support Mechanism et al;  CC Dockets No. 02-6 et al., Report and 
Order and Further Notice of Proposed Rulemaking, FCC 23-56, para. 28 (2023) (“[C]abling is ineligible to the extent 
it is installed specifically for a security camera network or for a dedicated voice network.”). 
5 Id.  
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3. The Beneficiary implement controls to ensure that E-Rate funded equipment is only used 

for eligible purposes.  
 
Service Provider Response 
AMS.NET followed the RFP and Bid forms that were sent to you on Friday.  
 
AMS.NET did not sell or install any Phones to Isana. (Depending on the Technology, and type of 
Phones these could be Eligible, If you would like an education in Phone technology feel free to 
call me). AMS.NET did not sell or install any Camera’s[sic] to Isana. 
 
Attached is a Map of the Data Drops (See Attachment A) that AMS.NET installed and the color 
coding clearly shows what the cable drops were designated for. This documentation was 
supplied to the client at completion of the project.  If the client hired a vendor who sold them 
Camera’s and/or Phones and installed them on the Work that AMS.NET completed in good faith 
under the E-Rate agreement, that specific work is between ISANA, that specific Vendor and the 
SLD.   
 
Beneficiary Response 
ISANA E-Rate Team (Chief Operations Office, and Director of Media & Technology), have 
recently received re-training on the current E-Rate rules and regulations, including eligible 
services and equipment. On an annual basis, ISANA key staff members will receive training on 
any updated E-Rate rules and regulations, as they may change from time to time, to ensure 
ongoing compliance.  
 
ISANA E-Rate Team will work with its E-Rate consultant to review its Category 2 expense 
documentation (requisitions, invoices, and implementation plans) to identify any potential 
conflicts with E-Rate rules and regulations prior to the payment for and use of applicable E-rate 
funded equipment. The team will annually review existing E-Rate equipment usage to ensure it 
continues to comply with E-Rate rules and regulations. 
 
Auditor Response 
While AMS.Net did not provide phones or security cameras, because the Beneficiary is using the 
jacks and boxes that AMS.Net did provide for security cameras and phones, which are ineligible 
services, our position regarding this finding has not changed.  
 
Other Matter No. 1, First 2014 E-Rate Order, FCC 14-99, para. 235 – Service Provider 
Billed the Beneficiary for the Discounted Share of Costs While Using the SPI Method 
 
Condition 
We obtained and examined the one of the Beneficiciary’s Service Provider’s, Charter 
Communications Operating LLC (dba Spectrum Enterprise)’s bills to determine whether the 
Service Provider only billed the Beneficiary for the non-discounted portion of costs on the bills, 
plus the costs of any ineligible services.  Specifically, for FY 2022, the Beneficiary elected to 
receive E-Rate reimbursement from USAC for the following FRNs using the Service Provider 
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Invoice (SPI) method6 at the following discount rates:   
 

FRN Discount Rate 
2299014596 90% 
2299056743 90% 

 
Under the SPI method, service providers bill beneficiaries for only the non-discounted share of 
costs for eligible equipment and services (and the costs for any ineligible equipment and 
services), and invoice USAC for the remaining discounted share of the costs for eligible 
equipment and services.7  Thus, under the SPI method, beneficiaries are responsible for paying 
service providers only for the non-discounted share of costs (plus the costs of any ineligible 
equipment and services), and the service provider is required to invoice USAC for the discounted 
share of costs of eligible equipment and services in order to receive payment.8  However, in this 
case, the Service Provider instead billed the Beneficiary for the full pre-discount costs of the 
eligible services for the FRNs listed in the table above, rather than only the Beneficiary’s non-
discounted share of the costs (plus the costs of any ineligible services).  After the Service 
Provider received reimbursement for the discounted share of the costs from USAC, it posted a 
credit for the same amount to the Beneficiary’s accounts to be applied to future billing periods. 
 
Cause 
The Service Provider did not have adequate controls and procedures in place to ensure 
compliance with FCC Rules. 
 
Effect 
As a result of the above-described improper use of the SPI method, the Service Provider charged 
and collected more than the Beneficiary’s non-discounted portion of costs of the eligible services 
during the period at issue.  However, there is no monetary effect since the Service Provider 
ultimately passed through the SPI payments and applied E-Rate credits to the Beneficiary’s 
subsequent bills.  We note that, by selecting the SPI reimbursement method, the Beneficiary was 
only required to pay the Service Provider the non-discounted portion of the costs of the eligible 
equipment and services.  Requiring that the Beneficiary pay the full pre-discount costs and wait 
for reimbursement of the discounted portion of the costs in the form of a credit on subsequent 
bills is inconsistent with E-Rate program rules.9  In addition, requiring beneficiaries to pay the 
full pre-discount costs could create serious cash flow problems and could disproportionately 
affect the most disadvantaged schools and libraries.10 

 
6 Modernizing the E-Rate Program for Schools and Libraries, WC Docket No. 13-184 Order FCC 14-99, para. 235 
(2014) (First 2014 E-Rate Order). See also Federal-State Joint Board On Universal Service, CC Docket No. 96-45, 
Report and Order, FCC 97-157, para. 586 (1997); and Schools and Libraries Universal Service Support Mechanism, 
CC Docket No. 02-6, Second Report and Order and Further Notice of Proposed Rulemaking, FCC 03-101, paras. 
46-47 (2003) (Second Report and Order). 
7 Id. 
8 Id. 
9 See First 2014 E-Rate Order, FCC 14-99, at para. 235; Second Report and Order, FCC 03-101, paras. 46-47. 
10 See Second Report and Order, FCC 03-101, at para. 47. 
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Recommendation 
The Service Provider must implement policies, controls, and procedures to obtain and process 
FRN funding details so that it can apply billing discounts on a timely basis and ensure that 
beneficiaries who select the SPI invoicing method are billed only for the non-discounted share of 
costs for the eligible equipment and services (plus the cost of any ineligible equipment and 
services).  The Service Provider should familiarize itself with the FCC Rules related to invoicing 
at https://www.usac.org/e-rate/service-providers/step-5-invoicing/.  Additionally, the Service 
Provider can learn more about E-Rate program 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/. 

Service Provider Response 
Spectrum agrees and strives to provide SPI Discounts in a timely manner following a compliance 
review. Spectrum prevents late fees and collections activity while encouraging short payment of 
monthly invoices based on the anticipated SPI Discount value in the event that SPI Discounts are 
delayed and not present on the July invoice. Spectrum has developed several process 
enhancements focused on SPI Discount efficiencies since FY2022. 
 
Criteria 

Finding Criteria Description 
1 47 C.F.R. § 54.502(a) 

(2021) 
(a) Supported services. All supported services are listed in the 
Eligible Services List as updated annually in accordance with 
paragraph (d) of this section. The services in this subpart will be 
supported in addition to all reasonable charges that are incurred by 
taking such services, such as state and federal taxes.   

1 47 CFR § 54.504(f)(5) 
(2021) 

The service provider listed on the FCC Form 473 certifies that the 
bills or invoices issued by this service provider to the billed entity are 
for equipment and services eligible for universal service support by 
the Administrator, and exclude any charges previously invoiced to the 
Administrator by the service provider. 

1 Modernizing the E-Rate 
Program for Schools 
and Libraries, WC 
Docket No. 13-184, 
Report and Order and 
Further Notice of 
Proposed Rulemaking, 
FCC 14-99, paras. 143- 
150 (2014) (First 2014 
E-Rate Order) 

Pursuant to sections 254(c)(1), (c)(3), (h)(1)(B), and (h)(2) of the Act, 
we eliminate support for other legacy and non-broadband services 
effective for funding year 2015. 

1 Modernizing the E-Rate 
Program for Schools 
and 
Libraries, WC Docket 
No. 13-184, DA 21-

Appendix B. 
The Federal Communications Commission’s (FCC) rules provide 
that all services that are eligible to 
receive discounts under the Schools and Libraries Universal Service 
Support Mechanism (otherwise 
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Finding Criteria Description 
1602, Order, (WCB 
2021) 

known as the E-Rate program or E-Rate) are listed in this Eligible 
Services List (ESL). 47 CFR § 
54.502(a). The E-Rate program is administered by the Universal 
Service Administrative Company 
(USAC). 47 CFR § 54.5. Eligible schools and libraries may seek E-
Rate support for eligible Category 
One telecommunications services, telecommunications, and Internet 
access, and Category Two internal 
connections, basic maintenance, and managed internal broadband 
services as identified herein. 47 CFR 
§§ 54.500 et seq. 

1 Schools and Libraries 
Universal Service 
Support Mechanism; et 
al., CC Dockets No. 
02-6 et al etc., Report 
and Order and Further 
Notice of Proposed 
Rulemaking, FCC 23-
56, para. 14 (2023)  

[C]abling is ineligible to the extent it is installed specifically for a 
security camera network or for a dedicated voice network. 

 
 

Other 
Matter Criteria Description 

1 Modernizing the E-
rate Program for 
Schools and Libraries, 
WC Docket No. 13-
184, Report and Order 
and Further Notice of 
Proposed Rulemaking, 
FCC 14-99,  para. 235 
(2014) (First 2014 E-
Rate Order)   

Thus, when the applicant pays only the discounted cost of the services 
directly to the service provider through the SPI process, the service 
provider will continue to file a SPI form with USAC to receive 
reimbursement. 

1 Federal-State Joint 
Board on Universal 
Service, CC Docket 
No. 96-45, Report and 
Order, FCC 97-157, 
para. 586 (1997) 

We conclude that requiring schools and libraries to pay in full could 
create serious cash flow problems for many schools and libraries and 
would disproportionately affect the most disadvantaged schools and 
libraries. For purposes of administrative ease, we conclude that service 
providers, rather than schools and libraries, should seek compensation 
from the universal service administrator. 
 

1 Schools and Libraries 
Universal Service 
Support Mechanism, 
CC Docket No. 02-6, 
Second Report and 
Order and Further 

We find that providing applicants with the right to choose payment 
method is consistent with section 254. Although section 254(h)(1)(B) 
requires that telecommunications carriers providing discounted service 
be permitted to choose the method by which they receive reimbursement 
for the discounts that they provide to schools and libraries, i.e., 
between receiving either a reimbursement for the discount or an off-set 
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Other 
Matter Criteria Description 

Notice of Proposed 
Rulemaking (FNPRM), 
FCC 03-101, paras. 46-
47 (2003) (Second 
Report and Order) 

against their obligations to contribute to the universal service fund, the 
statute does not require that they be permitted to choose the method by 
which they provide those discounts to the school or library in the first 
place.  
 
In addition, we find that providing applicants with the right to choose 
which payment method to use will help to ensure that all schools and 
libraries have affordable access to telecommunications and Internet 
access services. The Commission previously noted in the Universal 
Service Order that “requiring schools and libraries to pay in full could 
create serious cash flow problems for many schools and libraries and 
would disproportionately affect the most disadvantaged schools and 
libraries.” The comments in the present record have confirmed that 
many applicants cannot afford to make the upfront payments that the 
BEAR method requires. In light of the record before us, we conclude 
that the potential harm to schools and libraries from being required to 
make full payment upfront, if they are not prepared to, justifies giving 
applicants the choice of payment method.  

 
Sikich CPA LLC 
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      MANAGEMENT CONSULTANTS & 
     CERTIFIED PUBLIC ACCOUNTANTS  

 
 
Executive Summary
 
April  03, 2025 
 

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: 
  
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division 
(AAD) engaged Regis & Associates, PC to audit the compliance of Arlington Independent School District 
(Beneficiary), Billed Entity Number  140841, for the twelve-month period ended June 30, 2022, (Funding 
Year 2021), 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 Beneficiary. Our 
responsibility is to make a determination regarding the Beneficiary’s compliance with the FCC’s Rules, based 
on our limited scope performance audit. 
 
We conducted this performance 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 we plan and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives.  The audit included 
examining, on a test basis, evidence supporting the competitive bidding process undertaken to select Service 
Providers, data used to calculate the discount percentage and the type and amount of services received, 
physical inventory of equipment purchased and maintained, as well as performing other procedures we 
considered necessary to make a determination regarding the Beneficiary’s compliance with the FCC Rules.  
We believe that the evidence obtained provides a reasonable basis for our findings and conclusions based 
on our audit objectives.   
 
Based on the test work performed, our examination did not disclose any areas 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; 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, 
Regis & Associates, PC 
Washington, DC 
April 03, 2025 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
1420 K Street, NW Suite 910, Washington, DC  20005; Tel: 202-296-7101; Fax: 202-296-7284; www.regiscpa.com 
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Background, Objective, Scope, and Procedures 
 

Background  
 
Arlington Independent School District – Overview 

 
The Arlington Independent School District is the 13th-largest school district in Texas, educating 
approximately 60,000 students through early education and preschool programs all the way through high 
school and adult education.  It is comprised of 77 schools with approximately 4,049 employees.  
 

Objective 
 
The objective of this performance audit was to determine whether the Beneficiary complied with the 
applicable requirements of the FCC’s Rules, as well as the FCC’s Orders that govern the E-Rate Program; for 
Funding Year 2021.    
 

Scope 
 
The scope of this performance audit includes examining on a test basis, evidence supporting the Beneficiary’s 
compliance with the FCC Rules.   The FCC Rules govern commitment amounts and disbursements received 
during Funding Year 2021.  The testing and analysis conducted are detailed in the Procedures section of this 
report.   The following chart summarizes the E-Rate program support amounts committed and disbursed for 
Funding Year 2021 (audit period):  
 

Service Type 
Amount 

Committed 
Amount 

Disbursed 
Data Transmission and/or Internet Access $5,113,830 $2,602,407 
Internal Connections $2,355,417 $2,294,554 
Total $7,469,247 $4,896,961 

 

Note: The amounts committed and disbursed reflect Funding Year activity, as of April 26, 2023. 
 
The committed total represents 3 FCC Form 471 applications with 9 Funding Request Numbers (FRNs).  We 
selected 5 FRNs of the funded 9 FRNs1, which represent $7,338,877 of the funds committed and $4,783,501 
of the funds disbursed during the audit period, to perform the procedures enumerated below with respect to 
the Funding year 2021 applications submitted by the Beneficiary. 
 
 

 

 

 

 

1 The FRNs included in the scope of this audit were: 2199063011, 2199063016, 2199033289, 2199033307 and 2199063003.  
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Procedures 
 
We performed procedures related to the E-Rate program, relative to amounts committed and disbursed for 
Funding Year 2021, as of April 26, 2023. These procedures are enumerated below: 
 

A. Application Process  
 
We obtained an understanding of the Beneficiary’s processes relating to the E-Rate program.  Specifically, 
we examined documentation to determine if it supported effective use of funding and demonstrated that 
adequate controls existed to determine whether funds were used in accordance with the FCC Rules.  We 
also conducted inquiries to obtain an understanding of the process the Beneficiary used to calculate its 
discount percentage and validated its accuracy. 
 

B. Competitive Bid Process  
 
We obtained and examined documentation to determine whether the Beneficiary properly selected a 
Service Provider that provided eligible services, and the price of the eligible services and goods was the 
primary factor considered.  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. We examined the Service Provider’s contracts to determine whether 
they were properly executed.   
 

C. Invoicing Process 
 
We obtained and examined invoices for which payment was disbursed by USAC to determine whether 
the equipment and services identified on the FCC Form 472 Billed Entity Applicant Reimbursements 
(BEARs), 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. Beneficiary Location 
 
We conducted inquiries to determine whether the equipment and services were located in eligible 
facilities and utilized in accordance with the FCC Rules. We evaluated whether the Beneficiary had the 
necessary resources to support the equipment and services for which funding was requested.  We also 
evaluated the equipment and services purchased by the Beneficiary for cost effectivness, to determine 
whether funding was used in an effective manner.  
 

E. Reimbursement Process 
 
We obtained and examined invoices submitted for reimbursement for the equipment and services 
delivered to the Beneficiary, and performed procedures to determine whether USAC was invoiced 
properly.  Specifically, we reviewed invoices associated with the BEAR and SPI forms for equipment and 
services provided to the Beneficiary.  We verified that the equipment and 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 eligible in accordance with the E-Rate Eligible Services List.   
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      MANAGEMENT CONSULTANTS & 

     CERTIFIED PUBLIC ACCOUNTANTS  

 
 
Executive Summary
 
May 5, 2025 
 

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: 
  
The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division 
(AAD) engaged Regis & Associates, PC to audit the compliance of Greater Bergen Community Action Inc. 
(Beneficiary), Billed Entity Number (BEN) 16040958, for the twelve-month period ended June 30, 2022 
(Funding Year 2021), using regulations set forth in 47 C.F.R. Part 54, orders governing the federal Universal 
Service E-Rate Program, as well as other program requirements (collectively, the Federal Communications 
Commission (FCC) Rules). Compliance with the FCC’s Rules is the responsibility of the Beneficiary. Our 
responsibility is to make a determination regarding the Beneficiary’s compliance with the FCC’s Rules, based 
on our limited scope performance audit, pursuant to 47 C.F.R. Section 54.516(c). 
   
We conducted this performance 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 we plan and perform the audit to obtain sufficient, appropriate evidence to provide a 
reasonable basis for our findings and conclusions based on our audit objectives. The audit included 
examining, on a test basis, evidence supporting the competitive bidding process undertaken to select service 
providers, data used to calculate the discount percentage and the type and amount of services received, as 
well as performing other procedures we considered necessary to make a determination regarding the 
Beneficiary’s compliance with the FCC Rules.  We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives.  
 
Based on the test work performed, our audit disclosed one finding discussed in the Audit Result Action  
Section of this report. 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’s 
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 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, 

  
Regis & Associates, PC 
Washington, DC 
May 5, 2025 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

1420 K Street, NW Suite 910, Washington, DC  20005; Tel: 202-296-7101; Fax: 202-296-7284; www.regiscpa.com 
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Audit Result Recovery Action  
 

Audit Result 
Monetary 

Effect 
Recommended 

Recovery   
Finding #1: 47 C.F.R. § 54.520(h) (2020) – 
Public Notice; Hearing or Meeting. The 
Beneficiary failed to provide support that meetings, 
hearings, or the public was notified of internet 
safety and acceptable use policies. 
 
Finding #1: 47 C.F.R. § 54.516(a) (2020) – 
Auditing and Inspections, Recordkeeping 
Requirements. Schools, libraries, and any 
consortium that includes schools or libraries shall 
retain all documents related to the application for, 
receipt, and delivery of supported services for at 
least 10 years after the latter of the last day of the 
applicable funding year or the service delivery 
deadline for the funding request. Any other 
document that demonstrates compliance with the 
statutory or regulatory requirements for the 
schools and libraries mechanism shall be retained 
as well. 

$0 $0 

Total Net Monetary Effect $0 $0 

 
USAC Management’s Response  
 
USAC management concurs with the Audit Results stated above. USAC may review other FCC forms and 
documents filed by the Beneficiary and Service Provider during the audited Funding Year that were not in 
the scope of this audit and there may be additional recoveries and/or commitment adjustments. USAC will 
request that the Beneficiary 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: 
 

• https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2023/E-Rate-Fall-
Training-Post-Commitment-Process.pdf (please see pages 20-28).  

• https://www.usac.org/e-rate/learn/webinars/ (E-Rate Fall Training: E-Rate Post-Commitment 
Process, November 07, 2023). Please see timestamp 21:20-25:45. 

• https://www.usac.org/e-rate/applicant-process/starting-services/cipa/ 
• https://www.usac.org/e-rate/resources/document-retention/  

 
USAC records show that the Beneficiary and Service Provider are currently subscribed to the E-Rate 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. 
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Background, Objective, Scope, and Procedures 
 

Background  
 

Greater Bergen Community Action Inc. (GBCA)  
 
The Greater Bergen Community Action Inc. (GBCA) is a not-for-profit company established in 1967 in New 
Jersey. GBCA provides a wide range of programs to assist infants, preschoolers, etc., through the Early 
Childhood Development Programs (Early Head Start/Head Start) unit. GBCA employs around 600 staff in a 
wide range of professional disciplines and engages the community at every level. 
 

Objective 
 
The objective of this performance audit was to determine whether the Beneficiary complied with the 
applicable requirements of the FCC’s Rules, as well as the FCC’s Orders, that govern the E-Rate Program for 
Funding Year 2021.   
 

Scope 
 
The scope of this performance audit includes examining on a test basis, evidence supporting the Beneficiary’s 
compliance with the FCC Rules.  The FCC Rules govern commitment amounts and disbursements received 
during Funding Year 2021.1  The testing and analysis conducted are detailed in the Procedures section of 
this report.  The following chart summarizes the E-Rate program support amounts committed and disbursed 
to the Beneficiary for Funding year 2021 FCC Form 471 (audit period):  
 

Service Type 
Amount 

Committed 
Amount 

Disbursed 
Data Transmission and/or Internet Access  $705,443   $29,796  
Internal Connections  $318,750  $0 

Total  $1,024,193   $29,796  
 

Note: The amounts committed and disbursed reflect funding year activity, as of April 25, 2023. 
 
The committed total represents two FCC Form 471 applications with five Funding Request Numbers (FRNs). 
We selected four FRNs of the funded five FRNs,2 which represent $1,013,052 of the funds committed and 
$29,796 of the funds disbursed during the audit period, to perform the procedures enumerated below with 
respect to the Funding year 2021 applications submitted by the Beneficiary. 
 
 

 

 
1 47 C.F.R. Part 54.  
2 The FRNs included in the scope of this audit were:  2199058955, 2199061029, 2199058993, and 2199034973. 
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Procedures 
 
We performed procedures related to the E-Rate program, relative to amounts committed to, and received 
by the Beneficiary, for Funding Year 2021, as of April 25, 2023. These procedures are enumerated below: 
 

A. Application Process 
 
We obtained an understanding of the Beneficiary’s processes relating to the E-Rate program. Specifically, 
we examined documentation to determine whether it supported the effective use of funding, and 
demonstrated that adequate controls existed to determine whether funds were used in accordance with 
the FCC Rules. We also conducted inquiries to obtain an understanding of the process the Beneficiary 
used to calculate its discount percentage and validated its accuracy.   
 

B. Competitive Bidding Process  
 
We obtained and examined documentation to determine whether the Beneficiary properly selected a 
Service Providers that provided eligible services, and the price of the eligible services and goods was the 
primary factor considered. We also obtained and examined evidence that the Beneficiary waited for 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. We examined the Service Provider contracts to determine whether 
they were properly executed.  
 

C. Invoicing Process 
 
We obtained and examined invoices for which payment was disbursed by USAC to determine whether 
the equipment and services identified on the FCC Form 474 Service Providers Invoices (SPIs), and 
corresponding Service Providers 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. Beneficiary Location 
 
We conducted inquiries to determine whether the equipment and services were located in eligible 
facilities and utilized in accordance with the FCC Rules. We evaluated whether the Beneficiary had the 
necessary resources to support the equipment and services for which funding was requested. We also 
evaluated the equipment and services purchased by the Beneficiary for cost effectivness and to determine 
whether funding was used in an effective manner.  
 

E. Reimbursement Process 
 
We obtained and examined invoices submitted for reimbursement for the equipment and services 
delivered to the Beneficiary, and performed procedures to determine whether USAC was invoiced 
properly. Specifically, we reviewed invoices associated with the SPI Forms that the Service Provider 
submitted to USAC for the equipment and services provided to the Beneficiary. We verified that the 
equipment and services identified on the SPI Forms and corresponding Service Provider bills were 
consistent with the terms and specifications of the Service Provider agreements and eligible in 
accordance with the E-Rate Eligible Services List.  
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Detailed Audit Finding 
 
Finding #1: 47 C.F.R. § 54.520(h) and 47 C.F.R. § 54.516(a) – Failure 
to Comply with the Children’s Internet Protection Act (CIPA) Public 
Notice; Hearing or Meeting Requirements; and Recordkeeping 
Requirements.  
 
Condition: 
 
We audited the Beneficiary’s compliance with the CIPA public notice and public meeting or hearing 
requirements. We requested that the Beneficiary provide documentation demonstrating that the Beneficiary 
provided reasonable public notice and held at least one public hearing or meeting to address the proposed 
Internet safety policy required under the Children’s Internet Protection Act. We requested that the 
Beneficiary provide, for example, a copy of the meeting minutes, a meeting advertisement or announcement 
from the Beneficiary’s website, or an agenda for Head Start’s council policy meetings. We also inquired 
whether the Beneficiary held public meetings, hearings, or sent notices addressing Internet safety and 
acceptable use policies to the general public, employees, students, or parents of attending students during 
the Funding Year 2021. The Beneficiary stated that it did, but it was unable to provide documentation to 
support the fact that such meetings occurred or reasonable public notice was provided. We, however, noted 
that there was a technological protection measure for blocking or filtering inappropriate websites during the 
audit period.  

 
Cause: 
 
The Beneficiary did not retain the documents to demonstrate that it had provided reasonable public notice 
and held at least one public hearing or meeting to address the Internet safety policy as required under the 
Children’s Internet Protection Act.  
 

Effect: 
 
The monetary effect of this finding is $0. There is no recommended recovery for this finding as the 
Beneficiary’s noncompliance with the CIPA public notice and public meeting or hearing requirement has no 
monetary effect. 
 

Recommendations: 
 
We recommend that: 
 

1. The Beneficiary must ensure that it communicates to the public about the Internet safety policy; and 
convene at least one public hearing or meeting per year to discuss it.  

2. The Beneficiary must develop and implement a document retention policy to ensure that all the 
documents required to demonstrate the Beneficiary’s compliance with the FCC Rules are properly 
retained. 

 
Further, we recommend the Beneficiary visit USAC’s website at https://www.usac.org/e-rate/learn/ to 
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become familiar with the training and outreach available from the E-Rate program and ensure it has 
designated personnel on staff knowledgeable of the FCC Rules to monitor compliance with the FCC Rules. 
 

Beneficiary Response: 
 
The Beneficiary agreed with the finding and recommendation. Refer to Appendix 1 for the entire response.  

 
Auditor’s Response: 

 
Since the Beneficiary concurred with our finding and has provided us with documentation to demonstrate 
that it has taken corrective action (i.e., provided public notice and held an internet safety meeting) no further 
action is required on this finding3.  We note that the monetary effect of this finding is $0 because, although 
the Beneficiary was not able to provide documentation demonstrating that it provided reasonable public 
notice and held at least one public hearing or meeting to address its proposed Internet safety policy, the 
Beneficiary did have a Technology Protection Measure (TPM) in place.  It also took steps to cure the CIPA 
violation by providing notice and holding an Internet safety meeting.3 
 
 

Criteria 
 

Finding Criteria Description 
# 1 47 C.F.R. § 

54.520(h) (2020) –
Public Notice; 
Hearing or Meeting 

A school or library shall provide reasonable public notice and 
hold at least one public hearing or meeting to address the 
proposed Internet safety policy 

# 1 47 C.F.R. § 54.516(a) 
(2020) – Auditing 
and Inspections, 
Recordkeeping 
Requirements 

Schools, libraries, and consortia. Schools, libraries, and any 
consortium that includes schools or libraries shall retain all 
documents related to the application for, receipt, and delivery 
of supported services for at least 10 years after the latter of the 
last day of the applicable funding year or the service delivery 
deadline for the funding request. Any other document that 
demonstrates compliance with the statutory or regulatory 
requirements for the schools and libraries mechanism shall be 
retained as well. 

 
 

 
3 See Schools and Libraries Universal Service Support Mechanism, A National broadband Plan for Our Future, CC Docket No. 

02-6, GN Docket No. 09-51, Report and Order, FCC 11-125, para. 20, n. 69 (2011) (2011 CIPA Order) (explaining that a school 

or library who “cannot locate any records of a public notice and hearing that was held after August 2004, . . .  the school or 

library could provide public notice and hold a hearing or meeting to be able to demonstrate that it has complied with the 

statute”).  

4 See id. 
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 Schools and Libraries 
Universal Support 
Mechanism, A 
National Broadband 
Plan for Our Future, 
CC Docket No. 02-6, 
Report and Order, 
FCC 11-125, para. 
21 (2011) 

We agree in certain circumstances, USAC should give 
applicants the opportunity to correct minor errors that 
could result in violations of the Commission’s CIPA rules 
before instituting recovery of E-Rate funds, but such errors 
must be immaterial to statutory CIPA certification 
compliance.  For example, if a school has complied in 
practice with the CIPA certification it has made with 
regard to the use of its Internet access services by minors, 
but has inadvertently left out one of the details of its 
practice in its written Internet safety policy, we would 
consider that to be an immaterial error that could be 
cured.   
 

 Schools and Libraries 
Universal Support 
Mechanism, A 
National Broadband 
Plan for Our Future, 
CC Docket No. 02-6, 
Report and Order, 
FCC 11-125, para. 
20, and n. 69 (2011) 

“However, prospectively, an entity must, a minimum, keep 
some record of when the public notice and hearing or 
meeting took place (e.g., a copy of the meeting agenda, or 
a newspaper article announcing the hearing or meeting).” 
Footnote 69  provides “If the school or library cannot 
locate any record of a public notice and hearing that was 
held after August 2004 (such as board minutes, an 
announcement to the public or an affidavit from someone 
who attended swearing that the meeting occurred), the 
school or library could provide public notice and hold a 
hearing or meeting to be able to demonstrate that it has 
complied with the statute.”  
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Appendix 1: Beneficiary Response 
 

 
 
 

** This concludes the audit report. ** 
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Available for Public Use 

Summary of the Schools and Libraries Support Mechanism Beneficiary Audit Reports Released: June 2025. 

Entity Name 
Number of 
Findings Significant Findings  

Amount of 
Support 

Monetary 
Effect 

USAC 
Management 

Recovery 
Action* 

Commitment 
Adjustment 

Entity 
Disagreement 

Attachment J 
San Antonio 
Independent 
School District 

1 • No significant findings.   $6,180,518 $609,369 $0 $0 Partial 

Attachment K 
Chicago Public 
Schools 

2 • No significant findings. $3,829,342 
 

$1,378,092 $0 $0 N 

Attachment L 
Gila County 
Information 
Education 
Technology 
Consortium 

1 • Beneficiary Did Not Pay 
Its Non-Discounted Share 
to the Service Provider – 
The Beneficiary did not 
pay the non-discounted 
share of a Service 
Provider’s invoices in a 
timely manner.  

$20,609 $20,609 $0 $0 Partial 

Attachment M 
Lodi Unified 
School District 

1 • No significant findings. $696,529 $68,979 $68,979 $0 Partial 

Attachment N 
Irvine Unified 
School District 

1 • No significant findings.  $1,126,070 $1,690 $0 $0 Y 

Attachment O 0 • Not applicable.  $173,657 $0 $0 $0 N/A 
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*  The USAC Management Recovery Action may be less than the Monetary Effect as the circumstances did not warrant a recovery of 
funds (i.e., the Beneficiary paid its non-discounted share of services or service provider reimbursed the E-Rate program prior to audit 
completion).  
 

Entity Name 
Number of 
Findings Significant Findings  

Amount of 
Support 

Monetary 
Effect 

USAC 
Management 

Recovery 
Action* 

Commitment 
Adjustment 

Entity 
Disagreement 

The O’Farrell 
Charter School 

Attachment P 
Newman 
International 
Academy 

1 • No significant findings. $183,450 $3,237 $3,237 $0 N 

Attachment Q 
Nash-
Edgecombe 
Economic 
Development, 
Inc. 

7 • Beneficiary Did Not 
Allocate Services 
Requested Between 
Eligible and Ineligible 
Items. The Beneficiary did 
not remove the cost of 
services for ineligible 
programs from one of its 
funding requests. 

$289,234 $53,583 $47,930 $31,149 N 

Total 14  $12,499,409 $2,135,559 $120,146 $31,149  
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UNIVERSAL SERVICE ADMINISTRATIVE COMPANY 

SAN ANTONIO INDEPENDENT SCHOOL DISTRICT 

COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND 

E-RATE SUPPORT MECHANISM RULES 

Executive Summary 

 

November 16, 2022 

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: 

 

Sikich CPA LLC1 (referred to as “Sikich” or “we”) audited the compliance of San Antonio 

Independent School District (Beneficiary), Billed Entity Number (BEN) 141544, using 

regulations set forth in 47 C.F.R. Part 54 and orders and other program requirements governing 

the federal Universal Service E-Rate program, (collectively, Federal Communications 

Commission [FCC] Rules. Compliance with FCC Rules is the responsibility of the Beneficiary. 

Our responsibility is to make a determination regarding the Beneficiary’s compliance with FCC 

Rules based on our performance audit. 

 

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, evidence supporting the competitive bidding process 

undertaken to select service providers, data used to calculate the discount percentage and the 

type and amount of services received, a virtual inventory of equipment purchased and 

maintained, as well as 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.  

 

1 Effective December 14, 2023, we amended our legal name from “Cotton & Company Assurance and Advisory, 

LLC” to “Sikich CPA LLC” (herein referred to as “Sikich”). 
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Based on the test work performed, our audit disclosed one detailed audit finding and one other 

matter, 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. An “other matter” is a condition that does not 

necessarily constitute a violation of FCC Rules but that warrants the attention of the Beneficiary 

and USAC management. 

 

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 taken for the 

sufficiency of those procedures for their purposes. This report is not confidential and may be 

released to a requesting third party. 

 

Audit Results and Recovery Action 

 

Based on the test work performed, our audit found that the Beneficiary and its Service Providers 

did not comply with FCC Rules, as provided in the one detailed audit finding and one other 

matter discussed below. 

 

Audit Results 
Monetary 

Effect 

Overlapping 

Recovery 

Recommended 

Recovery 

Finding No. 1, 47 C.F.R. § 54.523 

(2018) – Untimely Payment of the 

Beneficiary Non-Discount Share to 

the Service Provider. 

The Beneficiary did not consistently 

pay the non-discounted share of its 

service providers’ invoices in a 

timely manner. 

$609,369 $0 $0 

Other Matter No. 1, First 2014 E-

Rate Order, FCC 14-99, para. 235 -

- Service Provider Billed the 

Beneficiary for the Discount Share 

of Costs While Using the Service 

Provider Invoice (SPI) Method. 

$0 $0 $0 
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Two of the Beneficiary’s Service 

Providers billed the Beneficiary for 

the discounted share of service costs 

under the SPI method. 

Total Net Monetary Effect $609,369 $0 $0 

 

USAC Management Response 

USAC management concurs with the Audit Results stated above.  USAC will request that the 

Beneficiary provide copies of policies and procedures implemented to address the issues 

identified. USAC also refers the Beneficiary and Service Providers to our website for additional 

resources.  Various links are listed below: 

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

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

10, 2022) 

• https://www.usac.org/e-rate/learn/webinars/ (E-Rate Invoicing Process: Office Hour 

Webinar, July 21, 2022) 

 

USAC records show the Beneficiary and Service Providers are currently subscribed to the E-

Rate weekly News Brief.  USAC encourages the Beneficiary and Service Providers 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) 2019. The Beneficiary is a public school district located in San Antonio, 

Texas, that serves more than 48,000 students.  

 

The following chart summarizes the E-Rate support amounts committed and disbursed to the 

Beneficiary for FY 2019, as of July 12, 2021, the date that our audit commenced. 

Service Type Amount Committed Amount Disbursed 

Data Transmission and/or Internet Access $5,890,320 $5,580,306 

Internal Connections $605,796 $600,212 

Total $6,496,116 $6,180,518 

 

The “amount committed” total represents three FCC Form 471, Description of Services Ordered 

and Certification Form, applications submitted by the Beneficiary for FY 2019 that resulted in 
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16 Funding Request Numbers (FRNs). We selected a sample of five of the FRNs,2 which 

represent $6,127,281 of the funds committed and $5,875,644 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 conducted 

inquiries, performed direct observation, and inspected 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 Bidding Process 

We obtained and examined documentation to determine whether the Beneficiary: 1) 

properly evaluated all bids received, and 2) considered the price of the eligible equipment 

and services as the primary factor in selecting its Service Providers. We also obtained and 

examined evidence to determine whether the Beneficiary waited the required 28 days 

from the date the FCC Form 470, Description of Services Requested and Certification 

Form, was posted on USAC’s website before signing contracts with the selected Service 

Providers. Additionally, we examined the Service Provider contracts to determine 

whether the Beneficiary and the Service Providers properly executed the contracts. 

 

C. Invoicing Process 

We obtained and examined invoices for which USAC disbursed payment to determine 

whether the services identified on the FCC Forms 472, Billed Entity Applicant 

Reimbursements (BEAR) Forms; FCC Forms 474, Service Provider Invoices (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 to the Service Providers 

in a timely manner. 

 

D. Site Visit 

 

2 Our sample included FRNs 1999061011, 1999070097, 1999070156, 1999071569, 1999072386. 

Page 129 of 254 



 

                 

                                                  

 

 USAC Audit No. SL2021LR020                                                                                 Page 5 of 15  

 

We performed a virtual physical inventory to evaluate the location and use of equipment 

and services to determine whether they were 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 and services for which 

it requested funding and evaluated the equipment and 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 equipment and services 

provided to the Beneficiary. We verified that the equipment and 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 program Eligible Services List. 

 

Detailed Audit Finding 
 

Finding No. 1, 47 C.F.R. § 54.523 (2018)3 – Untimely Payment of the Beneficiary Non-

Discount Share to the Service Provider 
 

Condition 

The Beneficiary did not consistently pay the non-discounted share of its Service Providers’ bills 

within 90 days of receiving services, as required by FCC Rules. Specifically: 

 

• The Service Provider for FRN 1999070156, Zayo Group, LLC (Zayo), billed the 

Beneficiary monthly for recurring services and as-incurred for non-recurring installation 

services throughout FY 2019. Although the Beneficiary made timely payments for the 

recurring services, it did not pay a September 1, 2019, bill for a non-recurring installation 

charge until April 3, 2020, 215 days after the bill date.  

 

 

3 See also Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Fifth Report and 

Order, 19 FCC Rcd. 15808, 15816 para. 24 (2004). 
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Invoice Date Check Date No. of Days to Pay 
Applicable Invoiced 

Amount4 

September 1, 2019 April 3, 2020 215 $20,000 

 

• The Service Provider for FRN 1999072386, Netsync Network Solutions (Netsync), 

submitted three bills for network equipment. Although the Beneficiary paid two of the 

bills in a timely manner, the Beneficiary did not pay the June 8, 2020, bill until 

September 22, 2020, 106 days after the bill date. 

 

Invoice Date Check Date No. of Days to Pay 
Applicable Invoiced 

Amount5 

June 8, 2020 September 22, 2020 106 $1,712 

 

• The Service Provider for FRN 1999070097, Southwestern Bell Telephone Company 

(doing business as [dba] AT&T) (AT&T), billed the Beneficiary monthly for both 

eligible and ineligible recurring E-Rate services. The Beneficiary continuously made 

payments for these services throughout FY 2019, but it was unable to tie the payments to 

specific bills and E-Rate services. Although the Beneficiary paid its full non-discounted 

share by the end of the funding year, we were unable to verify whether the Beneficiary 

paid any of its $587,657 non-discounted share within 90 days of the dates it received the 

bills. 

 

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 the costs for eligible services. Specifically, 

the Beneficiary’s process for paying its service providers involved (i) paying bills in batches and 

not paying the full amount until Service Providers issued E-Rate credits [Zayo], (ii) delays 

caused by COVID-19 related operational disruptions [Netsync] and (iii) simultaneously paying 

for eligible and ineligible services without identifying which payments applied to which services 

[AT&T]. 

 

Effect 

The monetary effect of this finding is $609,369. Because the Beneficiary ultimately paid the non-

discounted share of the funded services, we are not recommending recovery of USAC funds.  

 

4 The check dated April 3, 2020, was for $20,000 and represented a payment toward the $25,080 bill for E-Rate 

services dated September 1, 2019. The $20,000 was the payment for the non-recurring service and the non-

discounted share.  
5 Although the September 22, 2020, check was for $24,116, only $1,712 of this amount related to E-Rate services. 
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Support Type Monetary Effect 

Internet Access FRN 1999070156  $20,000 

Internet Access FRN 1999072386  $1,712 

Internet Access FRN 1999070097  $587,657 

Total $609,369 

 

Recommendation 

We recommend that the Beneficiary implement policies, controls and procedures to ensure that:  

1. The Beneficiary pays service providers within 90 days after completion of service. 

2. The Beneficiary maintains detailed records supporting services paid on each bill.  

 

Beneficiary Response  

The Beneficiary and the service provider agreed that FRN 1999070156 would be processed via 

the service provider invoice method. The service provider issued monthly invoices for the 

recurring charges and the non-recurring charges were invoiced on September 1, 2019. USAC 

issued a funding commitment on November 14, 2019. The Beneficiary had issued several 

payments which exceeded its non-discounted share for recurring charges through November 

2019. The Beneficiary paused further payment while the service provider applied the retroactive 

E-rate discounts, which were applied to the January 2020 invoice. The Beneficiary issued 

another payment on January 31, 2020.   

On March 16, 2020, San Antonio School District discontinued in-person district operations and 

learning in response to the Covid-19 pandemic. This operational disruption contributed to the 

delayed payment of the balance of the non-recurring charges, which was issued on April 3, 2020, 

93 days after the discounted bills were generated. 

 

Other Matter No. 1, First 2014 E-Rate Modernization Order FCC 14-99 para. 2356 – 

Service Providers Billed the Beneficiary for the Discount Share of Costs While Using the 

SPI Method 

 

6 See Modernizing the E-Rate Program for Schools and Libraries, Docket No. 13-184, Report and Order and Further 

Notice of Proposed Rulemaking, FCC 14-99, para. 235 (2014) (First 2014 E-Rate Order); Federal-State Joint Board 

on Universal Service, CC Docket No. 96-45, Report and  Order, FCC 97-157, para. 586 (1997); Schools and 

Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Second Report and Order and Further Notice 

of Proposed Rulemaking, 18 FCC Rcd 9202, 9218, para.47 (2003). 
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Condition 

Two Service Providers billed the Beneficiary for the discounted share of service costs on several 

of the bills tested. In each case, the Beneficiary chose the SPI invoicing method. Under the SPI 

method, service providers bill the Beneficiary for the non-discounted share of eligible services 

and invoice USAC for the discounted share of eligible services. Beneficiaries are only 

responsible for paying service providers for their non-discounted share, plus the cost of any 

ineligible services. Specifically, the Beneficiary chose the SPI method to obtain reimbursement 

for eligible services under FRNs 1999070097 and 1999070156. However, for several months 

after FY 2019 began, the Service Providers for these FRNs—AT&T and Zayo, respectively—

billed the Beneficiary for the full pre-discount cost of the approved FRNs before seeking 

reimbursement from USAC for the discount amounts. The following table shows the Service 

Providers’ delays in applying the FY 2019 discount rates to Beneficiary bills.  

 

FRN Service Provider FY 2019 Discount Rate First Applied 

1999070097 AT&T January 2020 

1999070156 Zayo January 2020 

 

Until the dates noted above, the Service Providers billed the Beneficiary monthly for the entire 

cost of the services provided under the FRNs, rather than only the non-discounted share plus the 

cost of ineligible services. 

 

Cause 

The Service Providers did not have adequate policies and procedures in place to ensure timely 

compliance with FCC Rules. Specifically, Zayo did not have established policies and procedures 

in place to ensure that it obtained and processed the information necessary to calculate discounts 

on a timely basis. AT&T requires beneficiaries to complete a Grid document with the details of 

the E-Rate funding for each FRN before it applies discounts on the applicable bills. However, it 

does not have procedures to obtain the Grid document from each beneficiary as soon as it 

receives USAC’s FCC Form 486 Notification Letter, confirming that services are approved for 

discounts.  The Beneficiary did not submit the FRN 1999070097 information to AT&T until 

January 2020.  

 

Effect 

As a result of the above-described use of the SPI method, the Service Providers initially charged 

and collected more than the discount amount and risked ultimately charging the Beneficiary for 

more than the non-discounted amount for the services. While this practice may not always result 

 

 

Page 133 of 254 



 

                 

                                                  

 

 USAC Audit No. SL2021LR020                                                                                 Page 9 of 15  

 

in over-collection by the Service Providers, such as, for example, when the Service Provider 

credits beneficiaries in a timely manner, it does increase the Service Providers’ risk of violating 

FCC rules regarding the discounted amount when invoicing under the SPI method. There is no 

monetary effect since the Service Providers ultimately applied E-Rate credits to the Beneficiary’s 

bills.  However, we note that the Beneficiary was entitled to E-Rate discounts, and the 

Beneficiary may experience cash flow issues if the Service Providers bill for the entire pre-

discount amount under the SPI method or fail to credit their bills in a timely manner. 

 

Recommendation 

We recommend that the Service Providers implement controls and procedures to obtain and 

process FRN funding details so that they can apply discounts to their bills on a timely basis. 

 

Service Provider Response (Zayo) 

Zayo noted it does have a policy and procedure in place for the SPI program with USAC E-Rate. 

Specifically, Zayo does not apply the monthly discount (SPI) to a beneficiary’s invoice until the 

Funding Request Number (FRN) is fully funded by USAC’s E-Rate program. Further, although 

customers are billed for the full amount, the beneficiary only needs to submit payment for the 

discounted amount. Once the beneficiary’s FRN is fully funded, the monthly discount is applied 

to the beneficiary’s invoice going back to the beginning of the funding year or beginning of the 

billing effective date. Per Zayo’s records, the Beneficiary’s FRN did not fully fund until 

December 2019, at which time Zayo then applied the monthly discount on the January 2020 

invoice going back to the beginning of July 2019.  

 

Service Provider Response (AT&T) 

Refer to Attachment A for the Service Provider’s response. 

Sikich Response 

Based on the Service Provider’s responses, we revised the Effect section of the original draft 

report to remove the reference to “improper use”. However, under the SPI method, the Service 

Provider should not be charging the Beneficiary for the discounted share of the costs of eligible 

equipment and services. Rather, it should only charge the Beneficiary the non-discounted share 

of the costs of eligible equipment and services (plus the cost of any ineligible equipment and 

services) and should be seeking reimbursement of the discounted portion of the costs of the 
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eligible equipment and services directly from USAC.7 Therefore, our position regarding the other 

matter has not changed.  

Criteria 

Finding Criteria Description 

1 

47 C.F.R. § 54.523 

(2018) 

 

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. 

1 

Schools and 

Libraries Universal 

Service Support 

Mechanism, CC 

Docket No. 02-6, 

Fifth Report and 

Order, 19 FCC Rcd. 

15808, 15816 para. 

24 (2004) 

Allowing schools and libraries to delay for an extended 

time their payment for services would subvert the intent 

of [the] rule that the beneficiary must pay, at a minimum, 

ten percent of the cost of supported services . . . .. 

Accordingly, [the FCC clarified] prospectively 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] rule that the 

beneficiary must pay its share. 

 

7 Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and  Order, FCC 97-157, para. 586 

(1997) (First Universal Service Order) (“[W]e reject GTE’s proposal to permit service providers to demand full 

payment from schools and libraries, which would require institutions to secure direct reimbursement from the 

Administrator. We conclude that requiring schools and libraries to pay in full could create serious cash flow 

problems for many schools and libraries and would disproportionately affect the most disadvantaged schools and 

libraries; Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Second Report and 

Order and Further Notice of Proposed Rulemaking, FCC 03-101 paras. 44, 46-47, 49 (2003) (“In addition, we find 

that providing applicants with the right to choose which payment method to use will help ensure that all schools and 

libraries have affordable access to telecommunications and Internet access services. The Commission previously 

noted in the Universal Service Order that ‘requiring schools and libraries to pay in full could create serious cash 

flow problems for many schools and libraries and would disproportionately affect the most disadvantaged schools 

and libraries.’”). 
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Other 

Matter 
Criteria Description 

1 

Modernizing the E-

rate Program for 

Schools and 

Libraries, WC 

Docket No. 13-184, 

Report and Order 

and Further Notice 

of Proposed 

Rulemaking, FCC 

14-99, para. 235 

(2014) (First 2014 

E-Rate Order) 

We take this opportunity to reiterate that E-rate 

applicants continue to have the option of electing BEAR 

or SPI reimbursement.  Thus, when the applicant pays 

only the discounted cost of the services directly to the 

service provider through the SPI process, the service 

provider will continue to file a SPI form with USAC to 

receive reimbursement. 

1 

Federal-State Joint 

Board on Universal 

Service, CC Docket 

No. 96-45, Report 

and Order, FCC 97-

157, para. 586 

(1997) 

We conclude that requiring schools and libraries to pay 

in full could create serious cash flow problems for many 

schools and libraries and would disproportionately affect 

the most disadvantaged schools and libraries. 

1 

Schools and 

Libraries Universal 

Service Support 

Mechanism, CC 

Docket No. 02-6, 

Second Report and 

Order and Further 

Notice of Proposed 

Rulemaking, FCC 

03-101 paras. 44, 

46-47, 49 (2003) 

We first conclude that we should adopt a rule requiring 

service providers to give applicants the choice each 

funding year either to pay the discounted price or to pay 

the full price and then receive reimbursement through the 

BEAR process. . . .  We find that providing applicants 

with the right to choose [their] payment method is 

consistent with section 254.  Although section 

254(h)(1)(B) requires that telecommunications carriers 

providing discounted service be permitted to choose the 

method by which they receive reimbursement for the 

discounts that they provide to schools and libraries, i.e., 

between receiving either reimbursement for the discount 

or an off-set against their obligations to contribute to the 

universal service fund, the statute does not require that 

they be permitted to choose the method by which they 

provide those discounts to the school or library in the 

first place.  In addition, we find that providing applicants 

with the right to choose which payment method to use 
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will help ensure that all schools and libraries have 

affordable access to telecommunications and Internet 

access services.  The Commission previously noted in the 

Universal Service Order that ‘requiring schools and 

libraries to pay in full could create serious cash flow 

problems for many schools and libraries and would 

disproportionately affect the most disadvantaged schools 

and libraries.” . . . In light of the record before us, we 

conclude that the potential harm to schools and libraries 

from being required to make full payment upfront, if they 

are not prepared to, justifies giving applicants the choice 

of payment method.   

 

Sikich CPA LLC  
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Attachment A: Service Provider Response 

 

AT&T asserts that these Criteria do not support the audit findings. Since the Modernization 

Order cited here was released in 2014, AT&T has not been aware of any interpretation of that 

Order which would affect the way it handles SPI billing with its customers – until now. 
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AT&T takes issue with the following statements in the Effect: “improper use of the SPI method” 

and implies there is a “risk ultimately charging beneficiaries more than the non-discounted 

amount for the services.”  AT&T did not improperly apply the SPI method and San Antonio ISD 

was not at risk for paying more than its non-discounted amount for the services. In fact, the 

Effect statements goes on to say “There is no monetary effect since the service providers 

ultimately applied E-Rate credits to the Beneficiary’s bills”  
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While San Antonio ISD’s funding application was pending approval, AT&T charged San Antonio 

ISD for the total cost of the services contracted and purchased by San Antonio ISD each month, 

including the services funded in San Antonio ISD’s FRN: 1999070097, and as per longstanding 

procedures of which USAC is aware. 

 

Once USAC approved the funding and San Antonio ISD took all the necessary steps to receive 

the discounts, including but not limited to submitting the Form 486 to USAC and completing and 

submitting the AT&T Grid information2, AT&T applied the discounts to San Antonio ISD’s bills 

related to FRN: 1999070097 applicable to Funding Year 2019. In addition, San Antonio ISD 

signed the E-rate Rider attachment to their Contract for Services which advises of the processes 

used when SPI method is selected.  

 

AT&T is not alone in handling the SPI method of billing this way. Like most other Service 

Providers, AT&T does not reflect discounts on the customers’ bills until after the funding has 

been approved and the necessary steps outlined above have been taken by the Applicant. At that 

time, AT&T calculates the applicable discounts back to the Form 486 effective date per the Form 

486 Notification Letter received from USAC. AT&T refers to these initial discounts reflected on 

the invoice as the “retroactive period”. Subsequently, discounts will apply monthly on a going 

forward basis until the Contract Expiration date or until the end of the funding year.  

 

In this instance with San Antonio ISD, the reason the discounts may have been applied later in 

time than they otherwise might have been is due to the following circumstances: First, FRN: 

1999070097 was not approved by USAC until 11/14/2019, which was 4.5 months after the 

funding year began on 7/1/20193. San Antonio ISD then filed a Form 486, as required by the E-

rate rules, for which AT&T received the 486 Notification from USAC on 11/24/2019. Finally, as 

set forth in AT&T’s Welcome letter AT&T requires its SPI customers to complete a “Grid” 

document and certify to AT&T that the information in the “Grid” is accurate. AT&T sent the 

Grid request to San Antonio ISD on 11/18/2019, just 4 days after receiving the Funding 

Commitment Decision Letter. San Antonio ISD returned the completed Grid information on 

1/8/2020. During the course of the Performance Audit of San Antonio Lysander Watson with 

AT&T provided a chronology of the events related to the Grid information submitted by San 

Antonio ISD via email to members of Cotton staff on 2/17/22. San Antonio made several changes 

to the initial Grid, which can cause delays and rework to ensure accurate discounting in 

accordance with program San Antonio ISD prior to submitting the first Form 474 SPI to USAC. 
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UNIVERSAL SERVICE ADMINISTRATIVE COMPANY 

CHICAGO PUBLIC SCHOOLS 
COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND 

E-RATE SUPPORT MECHANISM RULES 
 

Executive Summary 
 
November 7, 2022 
 
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: 
 
Sikich CPA LLC1 (referred to as “Sikich” or “we”) audited the compliance of Chicago Public 
Schools (Beneficiary), Billed Entity Number (BEN) 135749, 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 the Beneficiary. Our responsibility is 
to make a determination regarding the Beneficiary’s compliance with FCC Rules based on our 
audit. 
 
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 Beneficiary’s competitive 
bidding process undertaken to select its 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 audit disclosed two detailed audit findings and one other 
matter, discussed in the Audit Results and Recovery Action section below. For the purpose of 

 
1Effective December 14, 2023, we amended our legal name from “Cotton & Company Assurance and Advisory, 
LLC” to “Sikich CPA LLC” (herein referred to as “Sikich”). 
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this report, a “finding” is a condition that shows evidence of non-compliance with FCC Rules 
that were in effect during the audit period. An “other matter” is a condition that does not 
necessarily constitute a violation of FCC Rules but that warrants the attention of the Beneficiary, 
its Service Providers, and USAC management. 
 
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 audit found that the Beneficiary and its Service Providers 
did not comply with FCC Rules, as provided in the two detailed findings discussed below and 
one other matter for consideration.  
 

Audit Results Monetary Effect Recommended 
Recovery 

Finding No. 1, FCC Form 473, Service Provider Annual 
Certification (SPAC) Form at Block 2 (2018) and FCC 
Form 474, Service Provider Invoice (SPI) Form at Block 3 
(2018) – Service Provider Over-Invoiced the E-Rate 
Program for Amounts Not Reconciled to Its Bills. 
One of the Beneficiary’s Service Providers over-invoiced the 
E-Rate program for services funded under two Funding 
Request Numbers (FRNs). 

$1,024,644 $0 

Finding No. 2, 47 C.F.R. § 54.523 (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. 

$353,448 $0 

Other Matter No. 1, First 2014 E-Rate Order, FCC 14-99, 
para. 235 – Service Providers Billed the Beneficiary for the 
Discounted Share of Costs While Using the Service 
Provider Invoice (SPI) Method. Two Service Providers billed 
the Beneficiary for the discounted share of service costs under 
the SPI method. 

$0 $0 

Total Net Monetary Effect $1,378,092 $0 
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USAC Management Response 
 
USAC management concurs with the Audit Results stated above. See the chart below for the 
recovery amounts. 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 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: 
 

 https://www.usac.org/e-rate/learn/webinars/ (E-Rate Invoicing Process: Office Hour 
Webinar, July 21, 2022) 

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

 https://www.usac.org/e-rate/applicant-process/invoicing/obligation-to-pay/  
 
USAC records show the Beneficiary is currently subscribed to E-Rate weekly News Brief. 
USAC encourages the Beneficiary to review the News Brief as it contains valuable information 
about the E-Rate Program. 
 

FRN Recovery Amount 

1999040398 $0 

1999040400 $0 
 
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 Chicago, Illinois, 
that serves more than 300,000 students.  
 
The following chart summarizes the E-Rate program support amounts committed and disbursed 
to the Beneficiary for FY 2019 as of August 17, 2021, the date that our audit commenced. 

Service Type 
Amount 

Committed 
Amount 

Disbursed 

Data Transmission and/or Internet Access $37,114,821 $3,829,342 
Internal Connections $2,760,204 $0 
Total $39,875,025 $3,829,342 

 
The “amount committed” total represents three FCC Form 471, Description of Services Ordered 
and Certification Form, applications submitted by the Beneficiary for FY 2019 that resulted in 
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seven FRNs.2 We selected a sample of five of the FRNs,3 which represent $26,979,974 of the 
funds committed and $3,829,342 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 conducted inquiries 
and inspected 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) considered the price of the eligible services as 
the primary factor when selecting its Service Providers. We also obtained and examined 
evidence to determine whether the Beneficiary waited the required 28 days from the date 
the FCC Form 470, Description of Services Requested and Certification Form, was 
posted on USAC’s website before signing contracts with the selected Service Providers. 
Additionally, we examined the Service Provider contracts to determine whether the 
Beneficiary and the Service Providers properly executed the contracts. 
 

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 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 of costs in a timely 
manner. 
 

D. Reimbursement Process 
We obtained and examined the invoices that the Service Providers submitted to USAC 
for reimbursement and performed procedures to determine whether the Service Providers 
had properly invoiced USAC. Specifically, we reviewed invoices associated with the SPI 
Forms for the 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. 

  

 
2 The Beneficiary’s disbursement data included eight FRNs; however, because FRN 1999060142 was cancelled 
prior to the audit announcement date, we determined there were seven FRNs within the audit scope. 
3 We tested FRNs 1999015409, 1999040398, 1999040400, 1999056590, and 1999069680. 
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Detailed Audit Findings 
 
Finding No. 1, FCC Form 473, SPAC Form at Block 2 (2018) and FCC Form 474, SPI 
Form at Block 3 (2018) – Service Provider Over-Invoiced the E-Rate Program for Amounts 
Not Reconciled to Its Bills 
 
Condition 
One of the Beneficiary’s Service Providers (Illinois Bell Telephone Company)4 over-invoiced 
USAC for services requested under two FRNs. Specifically:  
 

 FRN 1999040398. For the majority of FY 2019, the Service Provider billed the 
Beneficiary at rates that exceeded the contractual rates. The Service Provider’s bills also 
included charges related to early billings and late disconnections. The Service Provider 
adjusted its bills to the Beneficiary to remove the charges in late FY 2019 and in FY 
2020.5 However, the Service Provider did not reimburse USAC for the adjustments. 
Specifically, USAC disbursed a total of $2,466,315 to the Service Provider under this 
FRN (i.e., the total amount committed). However, we reviewed the Service Provider’s 
bills for this FRN and determined that the discounted share of eligible charges for FY 
2019 was $1,964,659 ($2,182,954 multiplied by the Beneficiary’s 90 percent discount 
rate). The Service Provider therefore over-invoiced USAC by $501,656 for FY 2019.  
 
The scope of our audit was limited to FY 2019; therefore, we did not conduct any testing 
of FY 2018 FRNs. However, during our review of the Service Provider’s bills, we noted 
credit adjustments of $854,068 related to services provided during FY 2018.  

 
 FRN 1999040400. Similar to FRN 1999040398, the Service Provider billed the 

Beneficiary at rates that exceeded the contractual rates for the majority of FY 2019. The 
Service Provider later adjusted its bills to remove the charges. However, the Service 
Provider did not reimburse USAC for the erroneous charges. Specifically, USAC 
disbursed a total of $1,202,119 to the Service Provider under this FRN (i.e., the total 
amount committed). However, we reviewed the Service Provider’s bills for this FRN and 
determined that the discount share of eligible charges for FY 2019 was $679,131 
($754,590 multiplied by the Beneficiary’s 90 percent discount rate). The Service Provider 
therefore over-invoiced USAC by $522,988 for FY 2019.  
 
The scope of our audit was limited to FY 2019; therefore, we did not conduct any testing 
of FY 2018 FRNs. However, during our review of the Service Provider’s bills, we noted 
credit adjustments of $281,974 related to services provided during FY 2018. 

 
Cause 
The Service Provider did not have adequate policies, controls and procedures in place to ensure 
the accuracy of amounts invoiced to USAC. The Service Provider stated that the process for 
calculating the E-Rate discounts for these FRNs was done manually and inadvertent errors were 

 
4 Illinois Bell Telephone Company, LLC is a wholly owned subsidiary of AT&T. 
5 Our review of the FY 2020 Service Provider bills was limited to adjustments and corrections related to FY 2019 
services as testing of FY 2020 FRNs is outside the scope of our audit. 

Page 148 of 254 



 

USAC Audit No. SL2021LR021                                                                                 Page 6 of 18  
 

 

made. The Service Provider further stated that it has been reconciling its ongoing corrections to 
billed charges and intends to repay USAC when its reconciliation is complete. 
 
Effect 
The monetary effect of this finding for FY 2019 is $1,024,644, as shown below. However, 
because USAC records show that the Service Provider reimbursed these amounts to the E-Rate 
program, we are not recommending recovery of E-Rate program funds.  
 

Support Type 
Monetary 

Effect 
Recommended 

Recovery 

Data Transmission and/or Internet Access FRN 1999040398 $501,656 $0 
Data Transmission and/or Internet Access FRN 1999040400 $522,988 $0 
Total $1,024,644 $0 

 
In addition to overpayments for FY 2019, we noted that the Service Provider bills contained 
$1,136,042 in adjustments and credits related to services provided during FY 2018, which was 
outside the scope of our audit.  
 
Recommendation 
We recommend that the Service Provider implement policies, controls and procedures to ensure 
that the amounts invoiced to the E-Rate program are supported by its bills. Specifically, the 
Service Provider should ensure that adjustments to the Beneficiary’s bills are also reflected on 
the SPIs it submits to the E-Rate program for the appropriate funding year(s). 
 
Service Provider Response  
Cotton provided AT&T with a spreadsheet containing their calculations through the August 2020 
bills for the Condition above. AT&T then conducted a reconciliation of the FRNs referenced 
above and determined that there were inadvertent errors made during the manual processing of 
these FRNs. Specifically, adjustments that were due and had been provided to Chicago Public 
Schools had not been taken into consideration when the calculations for the 2019 funding were 
performed. AT&T provided their reconciliation spreadsheet to Cotton, which Cotton has adopted 
as the amounts due to USAC for this finding. The amounts referenced for both FRNs above have 
since been repaid to USAC. 
 
In addition, AT&T also assessed bills from September 2020 through June 2022 and identified 
additional adjustments associated to Fund Year 2019 resulting in additional repayments which 
have also been sent to USAC. The amounts are as follows: 
 

 FRN 1999040400 $ 34,554.19 
 FRN 1999040398 $ 125,995.90 

 
AT&T is conducting further analysis of billing adjustments associated for eligible products and 
circuits for Fund Year 2018 and will likewise return any funds required per program rules. 
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AT&T has reviewed the manual process for the services billed relative to the two FRNs on this SPIN 
and have incorporated a validation process to ensure adjustments on previously billed charges are 
considered in the calculation and the transactions are aligned to the appropriate fund year. 
 
Auditor Response  
We acknowledge the additional adjustments AT&T identified in its analysis of its Service 
Provider bills from September 2020 through July 2022. These Service Provider bills are outside 
the scope of our audit. Accordingly, we have not updated the findings or recommendations in 
this report. However, outside the scope of this audit, we recommend that AT&T provide USAC 
with documentation related to the additional adjustments that it identified for FY 2019 and the 
analysis conducted for FY 2018 for USAC’s review and consideration. 
 
Finding No. 2, 47 C.F.R. § 54.5236 (2018) – Untimely Payment 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’ bills 
in a timely manner. Specifically, although FCC Rules require beneficiaries to remit payment 
within 90 days of receiving services, we identified 34 instances in which the Beneficiary did not 
pay its non-discounted share within 90 days for three FRNs, as follows: 
 

FRN Account Number7 
Invoice 

Date 
Payment 

Date 

No. of Days 
Between Invoice 

and Payment 
Dates 

Payment 
Amount 

1999015409 831-000-1417 036 1/19/2020 8/21/2020 215 $326 
1999015409 831-000-1417 036 2/19/2020 8/14/2020 177 $1,255 
1999015409 831-000-1417 036 3/19/2020 8/14/2020 148 $1,255 
1999015409 831-000-1417 036 4/19/2020 8/21/2020 124 $1,255 
1999015409 831-000-1417 036 5/19/2020 8/21/2020 94 $1,255 
Subtotal     $5,346 
1999040398 217 S66-7050 050 7/21/2019 1/10/2020 173 $25,800 
1999040398 217 S66-7050 050 8/21/2019 1/10/2020 142 $25,800 
1999040398 217 S66-7050 050 9/21/2019 1/10/2020 111 $25,800 
1999040398 217 S66-7050 050 11/21/2019 3/27/2020 127 $25,800 
1999040398 217 S66-7050 050 12/21/2019 7/24/2020 216 $25,800 
1999040398 217 S66-7050 050 1/21/2020 7/24/2020 185 $25,800 
1999040398 217 S66-7050 050 2/21/2020 7/24/2020 154 $25,800 
1999040398 217 S66-7050 050 3/21/2020 4/24/2020 125 $25,800 
1999040398 217 S66-7050 050 4/21/2020 7/24/2020 94 $25,800 
1999040398 217 S66-7050 050 5/21/2020 8/21/2020 92 $25,800 
1999040398 833-000-9209 977 9/11/2019 5/29/2020 261 $307 
1999040398 833-000-9209 977 10/11/2019 5/29/2020 231 $307 

 
6 See also Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Fifth Report and 
Order and Order, 19 FCC Rcd. 15808, 15816 at para. 24 (2004). 
7 The Service Provider provided the services requested under FRNs 1999040398 and 1999040400 through multiple 
accounts. 
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FRN Account Number7 
Invoice 

Date 
Payment 

Date 

No. of Days 
Between Invoice 

and Payment 
Dates 

Payment 
Amount 

1999040398 833-000-9209 977 11/11/2019 5/29/2020 200 $307 
1999040398 833-000-9209 977 12/11/2019 5/29/2020 170 $307 
1999040398 833-000-9209 977 1/11/2020 5/29/2020 139 $307 
1999040398 833-000-9209 977 2/11/2020 5/29/2020 108 $307 
1999040398 833-000-9209 977 5/11/2020 8/21/2020 102 $299 
Subtotal     $260,141 
1999040400 217 S66-4156 156 7/13/2019 1/10/2020 181 $6,862 
1999040400 217 S66-4156 156 8/13/2019 1/10/2020 150 $7,000 
1999040400 217 S66-4156 156 1/13/2020 7/24/2020 193 $10,833 
1999040400 217 S66-4156 156 2/13/2020 7/24/2020 162 $10,833 
1999040400 217 S66-4156 156 3/13/2020 7/24/2020 133 $10,833 
1999040400 217 S66-7170 170 7/21/2019 1/10/2020 173 $6,000 
1999040400 217 S66-4156 156 8/21/2019 1/10/2020 142 $6,000 
1999040400 217 S66-4156 156 9/21/2019 1/10/2020 111 $6,000 
1999040400 217 S66-4156 156 12/21/2019 3/27/2020 97 $6,000 
1999040400 217 S66-4156 156 2/21/2020 7/24/2020 154 $5,047 
1999040400 217 S66-4156 156 3/21/2020 7/24/2020 125 $6,283 
1999040400 217 S66-4156 156 4/21/2020 7/24/2020 94 $6,270 
Subtotal     $87,961 

Total $353,448 

 
Cause 
The Beneficiary withheld payment of its non-discounted share of the Service Providers’ bills 
until the Service Providers resolved billing disputes identified over the course of the funding 
year. 
 
Effect 
The monetary effect of this finding is $353,448. However, because the Beneficiary ultimately 
paid for the funded services, we are not recommending recovery of E-Rate program funds.  
 

Support Type 
Monetary 

Effect 
Recommended 

Recovery 

Data Transmission and/or Internet Access FRN 1999015409 $5,346 $0 
Data Transmission and/or Internet Access FRN 1999040398 $260,141 0 
Data Transmission and/or Internet Access FRN 1999040400 $87,961 0 
Total $353,448 $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. 
Updated procedures should ensure the Beneficiary is able to identify and pay non-disputed 
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amounts, rather than withhold payment of the entire bill, when there is disagreement about 
charges due on a Service Provider’s bill. 
 
Beneficiary Response 
As discussed with the auditors, Chicago Public Schools is aware of the FCC rules that require 
beneficiaries to remit payment within 90 days of receiving services. 
 
The 34 instances of payments of the non-discounted share past the 90-day requirement identified 
in the audit were due to the egregious billing errors from the service provider. Since that time, 
CPS has implemented steps to ensure that payment is made within 90 days of service completion, 
even if there may be an adjustment after billing errors are resolved. 
 
On a monthly basis, CPS reviews each account and line item for accuracy. For accounts and 
individual line items that align with contracted rates, CPS pays the non-disputed amount as 
expected. 
 
If base rates per line, circuit, or service do not align with contracted rates, CPS estimates the 
correct amount and pays the discounted portion based on the estimate. Once the billing dispute 
is corrected, CPS then reconciles with the service provider and pays or accepts an account 
credit based on the final reconciliation. 
 
Other Matter No. 1, First 2014 E-Rate Order, FCC 14-99, para. 2358 – Service Providers 
Billed the Beneficiary for the Discounted Share of Costs While Using the SPI Method 
 
Condition 
We obtained and examined the Service Provider bills to determine whether the Service Provider 
only billed the Beneficiary for the non-discounted portion of costs on the bills, plus the costs of 
any ineligible equipment and/or services. Specifically, for FY 2019, the Beneficiary elected to 
receive E-Rate reimbursement from USAC for the following FRNs using the SPI method at the 
following discount rates: 
 

FRN Service Provider Discount Rate 

1999015409 AT&T Corp. 90% 
1999040398 Illinois Bell Telephone Company, LLC 90% 
1999040400 Illinois Bell Telephone Company, LLC 90% 

 
Under the SPI method, service providers bill beneficiaries for only the non-discounted share of 
eligible services (and any ineligible services) and invoice USAC for the remaining discounted 
share of eligible services. Thus, under the SPI method, beneficiaries are responsible for paying 
service providers only for the non-discounted share of costs (plus the cost of any ineligible 

 
8 See Modernizing the E-Rate Program for Schools and Libraries, WC Docket No. 13-184, Order, FCC 14-99, para. 
235 (2014) (First 2014 E-Rate Order). See also Federal-State Joint Board On Universal Service, CC Docket No. 
96-45, Report and Order, FCC 97-157, at para. 586 (1997); Schools and Libraries Universal Service Support 
Mechanism, CC Docket No. 02-6, Second Report and Order and Further Notice of Proposed Rulemaking, FCC 03-
101, paras. 46-47 (2003) (Second Report and Order); 47 CFR 54.514(c) (2018); 47 C.F.R. § 54.504(f)(5) (2018) and 
SPI Form, FCC Form 474, Block 3 (2018). 
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services) and the service provider is required to invoice USAC for the discounted share of costs 
of eligible equipment and services in order to receive payment.9 However, throughout FY 2019, 
two of the Beneficiary’s Service Providers billed the Beneficiary for the full pre-discount costs 
of the eligible services for the approved FRNs rather than only the Beneficiary’s non-discounted 
share of the costs (plus the costs of any ineligible equipment and services). The following table 
illustrates the Service Providers’ delays in applying the FY 2019 discount rates to the 
Beneficiary’s bills.  
 

FRN  Account No.10 FY 2019 Discount Rate First Applied 

1999015409 831-000-1417 036 July 19, 2020 

1999040398 
217 S66-7050 050 May 21, 2020 

312 R18-0348 800 6 November 21, 2020 
833-000-9209 977 December 11, 2020 

1999040400 
217 S66-4156 156 May 13, 2020 
217 S66-7170 170 May 21, 2020 

 
Until the dates noted above, the Service Providers billed the Beneficiary monthly for the entire 
cost of the services provided under the FRNs, rather than only the non-discounted share plus the 
cost of ineligible services. 
 
Cause 
The Service Provider did not have adequate controls and procedures in place to ensure 
compliance with FCC Rules. 
 
Effect 
As a result of the above-described use of the SPI method, the Service Providers charged and 
collected more than the Beneficiary’s non-discounted portion of costs of the eligible services. 
While this practice may not always result in over-collection by the Service Providers, such as, 
for example, when the Service Provider credits beneficiaries in a timely manner, it does increase 
the Service Providers’ risk of violating FCC rules regarding the discounted amount when 
invoicing under the SPI method. There is no monetary effect since the Service Providers 
ultimately applied E-Rate credits to the Beneficiary’s bills. However, we note that 
the Beneficiary was entitled to a 90 percent discount rate on all the FRNs, and the Beneficiary 
may experience cash flow issues if Service Providers bill for the entire pre-discount amount 
under the SPI method or fail to credit their bills in a timely manner. 
 
Recommendation 
We recommend that the Service Providers implement controls and procedures to ensure that they 
apply discounts to their bills on a timely basis and ensure that the Beneficiary is only billed for 
its non-discount share, plus the costs of ineligible services. 
 
Service Provider Response  
Refer to Attachment A for AT&T’s response. 

 
9 Id. 
10 One of the Beneficiary’s Service Providers provided the services requested under FRN 1999040398 and 
1999040400 through multiple accounts. 
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Auditor Response 
We revised the Effect to remove the reference to “improper use”. However, we continue to 
believe that the Service Providers’ practice of adjusting their bills to retroactively apply 
discounts increases the risk of error and potential Beneficiary overpayment of its non-discount 
share.  
 
Criteria 

Finding Criteria Description 

1 

FCC Form 473, 
Service Provider 
Annual Certification 
(SPAC) Form, OMB 
3060-0856, at Block 
2 (2018) 

I certify that the Service Provider Invoice Forms (FCC Form 
474) that are submitted by the Service Provider contain requests 
for universal service support for service which have been billed to 
the Service Provider’s customers on behalf of schools, libraries, 
and consortia of those entities, as deemed eligible for universal 
service support by the fund administrator. 
 
I certify that the Service Provider Invoice Forms (FCC Form 
474) that are submitted by the Service Provider are based on bills 
or invoices issued by the Service Provider to the Service 
Provider’s customers on behalf of schools, libraries, and 
consortia of those entities as deemed eligible for universal service 
support by the fund administrator, and exclude any charges 
previously invoiced to the fund administrator for which the fund 
administrator has not issued a reimbursement decision. 
 
I certify that the invoices submitted by the Service Provider to the 
Billed Entity are for equipment and services eligible for universal 
service support by the Administrator and exclude any charges 
previously invoiced to the Administrator by the Service Provider. 

1 

FCC Form 474 
Service Provider 
Invoice (SPI) Form at 
Block 3 (2018) 

I declare under penalty of perjury that the foregoing is true and 
correct and that I am authorized to submit this Service Provider 
Invoice Form (FCC Form 474) and acknowledge to the best of my 
knowledge, information and belief, as follows: 
 
A. I certify that this Service Provider is in compliance with the 
rules and orders governing the schools and libraries universal 
service support program and I acknowledge that failure to be in 
compliance and remain in compliance with those rules and orders 
may result in the denial of discount funding and/or cancellation of 
funding commitments. 
B. I certify that the certifications made on the Service Provider 
Annual Certification Form (FCC Form 473) by the Service 
Provider are true and correct.  

2 
47 C.F.R. §54.523 
(2018) 

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 
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Finding Criteria Description 
constitutes a rebate of the non-discount portion of the supported 
services. 

2 

Schools and Libraries 
Universal Service 
Support Mechanism, 
CC Docket No. 02-6, 
Fifth Report and 
Order and Order, 19 
FCC Rcd. 15808, 
15816 at para. 24 
(2004) 

While our rules do not set forth a specific timeframe for 
determining when a beneficiary has failed to pay its non-
discounted share, we conclude that a reasonable timeframe is 90 
days after delivery of service. Allowing schools and libraries to 
delay for an extended time their payment for services would 
subvert the intent of [the] rule that the beneficiary must pay, at a 
minimum, ten percent of the cost of supported services. . . . 
Accordingly, . . . a failure to pay more than 90 days after 
completion of service (which is roughly equivalent to three 
monthly billing cycles) presumptively violates [the] rule that the 
beneficiary must pay its share. 

 
 

Other 
Matter 

Criteria Description 

1 47 C.F.R. § 
54.504(f)(5) (2018) 

The service provider listed on the FCC Form 473 certifies that the 
bills or invoices issued by this service provider to the billed entity 
are for equipment and services eligible for universal service 
support by the Administrator and exclude any charges previously 
invoiced to the Administrator by the service provider. 

1 Modernizing the E-
rate Program for 
Schools and 
Libraries, WC 
Docket No. 13-184, 
Report and Order and 
Further Notice of 
Proposed 
Rulemaking, FCC 
14-99, para. 235 
(2014) (First 2014 E-
Rate Order)  

We take this opportunity to reiterate that E-rate applicants 
continue to have the option of electing BEAR or SPI 
reimbursement. Thus, when the applicant pays only the discounted 
cost of the services directly to the Service Provider through the 
SPI process, the Service Provider will continue to file a SPI form 
with USAC to receive reimbursement. 

1 Modernizing the E-
rate Program for 
Schools and 
Libraries, WC 
Docket No. 13-184, 
Report and Order and 
Further Notice of 
Proposed 
Rulemaking, FCC 
14-99, para. 234, 
n.567 (2014) (First 
2014 E-Rate Order) 

Applicants also have the option of using the Service Provider 
Invoicing (SPI) process. Under the SPI process the applicant pays 
only the reduced cost of the services directly to the service 
provider, and then the service provider must file an FCC Form 
47[4] (SPI Form) with USAC to receive its reimbursement. 

1 Federal-State Joint 
Board on Universal 
Service, CC Docket 

We conclude that requiring schools and libraries to pay in full 
could create serious cash flow problems for many schools and 
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No. 96-45, Report 
and Order, FCC 97-
157, at para. 586 
(1997) 

libraries and would disproportionately affect the most 
disadvantaged schools and libraries. 

1 47 CFR 54.514(c) 
(2018) 

Choice of payment method. Service providers providing 
discounted services under this subpart in any funding year shall, 
prior to the submission of the FCC Form 471, permit the billed 
entity to choose the method of payment for the discounted services 
from those methods approved by the Administrator, including by 
making a full, undiscounted payment and receiving subsequent 
reimbursement of the discount amount from the Administrator. 

1 Schools and 
Libraries Universal 
Service Support 
Mechanism, CC 
Docket No. 02-6, 
Second Report and 
Order and Further 
Notice of Proposed 
Rulemaking, FCC 
03-101, paras. 44, 46-
47 (2003) 

We first conclude that we should adopt a rule requiring service 
providers to give applicants the choice each funding year either to 
pay the discounted price or to pay the full price and then receive 
reimbursement through the BEAR process. . . . We find that 
providing applicants with the right to choose [their] payment 
method is consistent with section 254. Although section 
254(h)(1)(B) requires that telecommunications carriers providing 
discounted services may be permitted to choose the method by 
which they receive reimbursement for the discounts that they 
provide to schools and libraries, i.e., between receiving either 
reimbursement for the discount or an off-set against their 
obligations to contribute to the universal service fund, the statute 
does not require that they be permitted to choose the method by 
which they provide those discounts to the school or library in the 
first place. In addition, we find that providing applicants with the 
right to choose which payment method to use will help ensure that 
all schools and libraries have affordable access to 
telecommunications and Internet access services. The Commission 
previously noted in the Universal Service Order that 'requiring 
schools and libraries to pay in full could create serious cash flow 
problems for many schools and libraries and would 
disproportionately affect the most disadvantaged schools and 
libraries.' . . . In light of the record before us, we conclude that the 
potential harm to schools and libraries from being required to 
make full payment upfront, if they are not prepared to, justifies 
giving applicants the choice of payment method. 

 
  

Sikich CPA LLC 
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ATTACHMENT A: SERVICE PROVIDER RESPONSE 

 
This issue was raised by Cotton in two other matter [sic], citing para 235 of the E-Rate 
Modernization Order (FCC 14-99), and AT&T provided responses to Cotton on both those 
matters. The two other matters and the responses provided by AT&T are listed below. 
Specifically: 
 
Los Angeles Unified School District BEN: 143454 
FRNs: 1999054400 
Performance Audit: SL2021LR016 
Response submitted: 2/11/2022 
 
San Antonio ISD 
BEN: 141544 
Performance Audit: SL2021LR020 
FRN: 1999070097 
Response submitted: 11/3/2022 
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Other 
Matter 

Criteria Description AT&T Comments on 
LAUSD 

1 E-Rate 
Modernization 
Order (FCC 14-
99), at para.235 

Thus, when the applicant pays 
only the discounted cost of the 
services directly to the Service 
Provider through the SPI 
process, the Service Provider 
will continue to file a SPI form 
with USAC to receive 
reimbursement. 

AT&T Response: For context, 
Para.235 of the E-rate 
Modernization order is part of 
Section C, “Simplifying the 
Invoicing and Disbursement 
Processes”. This section was 
focused on – and addressed 
only the removal of Service 
Providers who would no 
longer serve as a pass through 
for payment and would no 
longer be required to approve 
Form 472s. There was no 
indication of a change to the 
existing SPI methodology that 
the parties employ, either in 
the changes noted in 
Appendix A (later 
incorporated into the C.F.R.) 
nor in the guidance and 
training put out by USAC 
following the release of the 
order. Processes followed by 
AT&T here resulted in the 
applicant (LAUSD) paying 
only the non-discounted cost 
for the eligible services on 
which discounts were 
provided and submitted by 
AT&T via the Form 474 SPI 
process. 

   AT&T Comments on San 
Antonio ISD 

1 CC Docket No. 
96-45, Report 
and Order FCC 
97-157 at para. 
586 

We conclude that requiring 
schools and libraries to pay in 
full could create serious cash 
flow problems for many schools 
and libraries and would 
disproportionately affect the 
most disadvantaged schools and 
libraries. 

AT&T: This item resulted in 
the SPI process as an option. 
The BEAR option was 
implemented initially as 
Service Providers needed time 
to implement SPI. Later 
BEAR became a permanent 
option of Payment Method. 
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Other 
Matter 

Criteria Description AT&T Comments on 
LAUSD 

1 CC Docket No. 
02-6, Second 
Report and 
Order and 
FNPRM, FCC 
03-101 at 
para.47 

In light of the record before us, 
we conclude that the potential 
harm to schools and libraries 
from being required to make full 
payment upfront, if they are not 
prepared to, justifies giving 
applicants the choice of 
payment method. 

AT&T: Section C. of the 
Second Report and Order 
FNPRM was to address the 
topic of: Choice and Timing 
of Payment Method. Gave 
Applicants the choice of the 
method, required Service 
Providers to remit BEAR 
payments to Applicants within 
20 days. Para 49. of this same 
section states: “Furthermore, 
Service Providers are under no 
obligation to provide 
discounts or reimbursements 
until a funding decision is 
approved, and we therefore 
find that it would be 
inappropriate to require 
providers to offer discounted 
service before any funding 
decision is made to authorize 
such discounts.” 

 
 
Here again, regarding Chicago Public Schools, AT&T takes issue with the following statements 
under the section titled Effect: “improper use of the SPI method” and implies there is a “risk 
ultimately charging beneficiaries more than the non- discounted amount for the services.” 
AT&T did not improperly apply the SPI method and Beneficiaries such as Chicago Public 
Schools are not at risk for paying more than its non-discounted amount for the services. In fact, 
statements under the title “Effect” acknowledge that “There is no monetary effect since the 
Service Providers ultimately applied E-Rate credits to the Beneficiary’s bills” 
While Chicago Public Schools funding application was pending approval, AT&T charged 
Chicago Public Schools for the total cost of the services contracted and purchased by Chicago 
Public Schools each month, including the services funded in Chicago Public Schools FRN: 
1999015409, 1999040398 and 1999040400, and as per longstanding procedures of which USAC 
is aware. 
 
Once USAC approved the funding and Chicago Public Schools took all the necessary steps to 
receive the discounts, including but not limited to submitting the Form 486 to USAC and 
completing and submitting the AT&T Grid information11, AT&T applied the discounts to 

 
11 The AT&T Grid document is a document that applicants must complete for AT&T to provide the details of the 
Applicant’s E-rate funding, such as, the Billing Account Numbers which bill for the services that should be 
discounted, and the applicable discount percentage based on cost allocation required. AT&T cannot apply E-rate 
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Chicago Public Schools bills related to FRNs in the table below applicable to Funding Year 
2019. 
 
AT&T is not alone in handling the SPI method of billing this way. Like most other Service 
Providers, AT&T does not reflect discounts on the customers’ bills until after the funding has 
been approved and the necessary steps outlined above have been taken by the Applicant. At that 
time, AT&T calculates the applicable discounts back to the Form 486 effective date per the Form 
486 Notification Letter received from USAC. AT&T refers to these initial discounts reflected on 
the invoice as the “retroactive period”. Subsequently, discounts apply monthly on a going 
forward basis until the Contract Expiration date or until the end of the funding year. 
 

FRN FY 2019 
Discount 

Rate First 
Applied 

FRN 
Funded 

Date 

486 NL 
received 

Date 

GRID Sent 
Date 

GRID 
Received 

Date 

1999015409 19-Jul-20 10/17/2019 11/10/2019 1/18/2020 6/17/2020 
1999040398 21-May-20 10/17/2019 11/10/2019 10/18/2019 11/12/2019 
1999040400 13-May-20 10/17/2019 11/10/2019 10/18/2019 11/12/2019 

 
The FRNs referenced above were not funded until 3.5 months into the fund year. Although the 
customer elected SPI, there were ongoing regular calls with the customer and the consultant to 
discuss their network, billing concerns and funding disbursements. Typically, discounts begin 
within a couple of billing cycles once all required steps have been completed; however, in this 
instance, internal records indicate that the customer requested a pause of E-rate discounts until 
all corrections to their billed rates had been applied. The customers consultant contacted AT&T 
on 5/6/2020 and requested that discounts resume. 
 
The bottom line is that AT&T, like other Service Providers, would not and should not have to 
cover Chicago Public Schools or any customer’s service expenses by applying earlier discounts 
for the non-discounted share (i.e. “float” the customer) before the customer’s funding is 
approved by USAC and the other necessary steps (including the submission of the Grid 
document) are taken. Indeed, it is not possible for a Service Provider to provide discounts for 
services at the time of commencement of services because the Service Provider does not even 
know at that time what services are deemed eligible for discounts by USAC. Put differently, 
AT&T could not have applied discounts to services in July because AT&T would not have 
known in July exactly what services needed to be discounted. 
 
AT&T’s process – explained in its Welcome Package - requires the Applicants to identify the 
discounted services. Subsequently, AT&T reimburses applicants after they provide AT&T the 
information. For Chicago Public Schools, there was no actual harm in this situation because 
Chicago Public Schools was ultimately only responsible to pay its undiscounted share of the 

 
discounts on bills until the customer verifies the details of their funding approval by submitting the Grid. For large 
customers like LAUSD, this process is critical to ensure the discounts are applied to the service for which the 
applicants was approved. The instructions for completing the Grid are contained in an email AT&T sends to 
customers upon notification of funding, known as the Welcome Package. 
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eligible services for which it received discounts as well as any ineligible services billed on the 
same billing account numbers. 
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UNIVERSAL SERVICE ADMINISTRATIVE COMPANY 

GILA COUNTY INFORMATION EDUCATION TECHNOLOGY CONSORTIUM 
COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND 

E-RATE SUPPORT MECHANISM RULES 
 

Executive Summary 
 
March 3, 2022 
 
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: 
 
Sikich CPA LLC1 (referred to as “Sikich” or “we”) audited the compliance of Gila County 
Information Education Technology Consortium (Beneficiary), Billed Entity Number (BEN) 
17019467, 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 the FCC Rules is the 
responsibility of the Beneficiary. Our responsibility is to make a determination regarding the 
Beneficiary’s compliance with the FCC Rules based on our audit. 
 
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 Beneficiary’s competitive 
bidding process undertaken to select the Beneficiary’s 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 the 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 audit disclosed one detailed audit finding and one other 
matter, discussed in the Audit Results and Recovery Action section below. For the purpose of 

 
1Effective December 14, 2023, we amended our legal name from “Cotton & Company Assurance and Advisory, 
LLC” to “Sikich CPA LLC” (herein referred to as “Sikich”). 
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this report, a “finding” is a condition that shows evidence of non-compliance with FCC Rules 
that were in effect during the audit period. An “other matter” is a condition that does not 
necessarily constitute a violation of FCC Rules but that warrants the attention of the Beneficiary, 
its Service Provider and USAC management. 
 
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 audit disclosed that the Beneficiary and its Service 
provider did not comply with the FCC Rules as set forth in the one detailed audit finding and one 
other matter discussed below.  
 

 
Audit Results 

Monetary 
Effect 

Recommended 
Recovery 

Finding No. 1, 47 C.F.R. § 54.523 – Beneficiary Did 
Not Pay Its Non-Discount Share to the Service 
Provider. The Beneficiary did not pay the non-
discounted share of a Service Provider’s invoice in a 
timely manner. 

$20,609 $0 

Other Matter No. 1, First 2014 E-Rate Order, FCC 
14-99,para. 235 – Service Provider Billed the 
Beneficiary for the Discount Share of Services. The 
Beneficiary’s Service Provider improperly billed the 
Beneficiary for the discounted share of the cost of 
services. 

$0 $0 

Total Net Monetary Effect $20,609 $0 
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USAC Management Response 
 
USAC management concurs with the Audit Results stated above. See the chart below for the 
recovery and commitment adjustment amounts. 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 that the Beneficiary provide copies of its 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: 
 

 https://www.usac.org/e-rate/service-providers/step-5-invoicing/ (Step 5 Invoicing, please 

see Invoice Filing Deadlines Section) 

 https://www.usac.org/e-rate/learn/webinars/ (“E-Rate Invoice Training Webinar”, please 

see 26:25 to 28:30 and 1:01:40 to 1:02:30) 

 
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. 
 

 
FRN 

 
Recovery Amount 

1999078045 $0 
 
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 consortium located in Globe, Arizona that 
serves more than 8,850 students.  
 
The following chart summarizes the E-Rate program support amounts committed and disbursed 
to the Beneficiary for FY 2019 as of September 27, 2021, the date that our audit commenced. 

Service Type 
Amount 

Committed 
Amount 

Disbursed 

Internet Access $17,868,917 $20,609 
Total $17,868,917 $20,609 

 
The “amount committed” total represents one FCC Form 471 Description of Services Ordered 
and Certification Form application submitted by the Beneficiary for FY 2019 that resulted in two 
Funding Request Numbers (FRNs). We selected both FRNs, which represent 100 percent of the 
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funds committed and disbursed during the audit period. Using the two FRNs, 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 the FCC Rules, we examined documentation to verify whether the Beneficiary used 
the funding effectively and whether it had adequate controls in place. We conducted 
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 selected a Service Provider that provided eligible services, and 2) considered the 
price of the eligible services as the primary factor when selecting the Service Provider. 
We also obtained and examined evidence to determine whether the Beneficiary waited 
the required 28 days from the date the FCC Form 470 was posted on USAC’s website 
before signing a contract with its Service Provider. We examined the Service Provider 
contract to determine whether it was properly executed.  
 

C. Invoicing Process 
We obtained and examined invoices for which USAC disbursed payment to determine 
whether the services identified on the FCC Forms 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 of costs in a timely 
manner. 
 

D. Reimbursement Process 
We obtained and examined the 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 agreement and were eligible in accordance 
with the E-Rate program Eligible Services List.  
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Detailed Audit Finding and Other Matter 
 
Finding No. 1, 47 C.F.R. § 54.523 (2018) – Beneficiary Did Not Pay Its Non-Discount Share 
to the Service Provider Timely 
 
Condition 
As of February 17, 2022, the date of our audit exit conference, the Beneficiary had not paid the 
non-discounted share of a Service Provider’s bill for special construction costs. Specifically, on 
August 1, 2020, Cable One (doing business as [dba] Sparklight) (Service Provider) invoiced the 
Beneficiary $2,290 for its non-discounted share of a $22,899 invoice for installation fees under 
FRN 1999078045.  Although FCC Rules require beneficiaries to remit payment within 90 days 
of receiving services,2 the Beneficiary had not yet remitted payment to the Service Provider 565 
days later.  

Cause 
The State of Arizona funded the Beneficiary’s non-discounted share of the special construction 
costs and it assumed responsibility for paying the Service Provider bills. The State’s E-Rate 
Director noted that the State would not remit payment to the Service Provider until the project 
was 100 percent complete and had been inspected and accepted.  
 
Effect 
The monetary effect of this finding is $20,609, which represents the total amount invoiced to 
USAC for installation fees under FRN 1999078045. However, because the State of Arizona paid 
the Service Provider the Beneficiary’s non-discount share of total costs for this project on June 
15, 2023, we are not recommending recovery of any funds for this finding. 
 

Support Type 
Monetary 

Effect 
Recommended 

Recovery 

Internet Access FRN 1999078045 $20,609 $0 
Total $20,609 $0 

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

 
Beneficiary Response  
Finding is correct.  

 This is a multiyear Special Construction project. 
 The net cost to the beneficiary (Gila Consortium) is $0. 

 
2 See Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Fifth Report and Order 
and Order, FCC 04-190 para. 24 (2004). (Fifth Report and Order). 

Page 169 of 254 



 

                                                                  
 

 USAC Audit No. SL2021LR027                                                                              Page 6 of 11  
 

 

 The State of Arizona has an approved “State Match” program. The vendor will receive    
the state match payment (10%) in a single lump sum at the completion of the project. 
There is no mechanism in place for “incremental” payments and the vendor has agreed 
to receive the 10% at the close of the completed project. 
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Auditor Response 
FCC Rules require that the Beneficiary pay the non-discount share of E-Rate funded services 
within 90 days after the services are received. Failure to do so violates this requirement.3 If the 
State of Arizona will not make incremental payments of the State match this does not negate the 
Beneficiary’s responsibility to pay its non-discount share of Service Provider bills within 90 
days. Accordingly, our position regarding this finding has not changed. 
 
However, we updated the effect and recommended recovery for this finding in June 2023 to 
reflect the State’s payment of the Beneficiary’s non-discount share. 
 
Other Matter No. 1, First 2014 E-Rate Order FCC 14-99, para. 2354 – Service Provider 
Billed the Beneficiary for the Discount Share of Services 
 
Condition 
One of the Beneficiary’s Service Providers, Cable One (doing business as [dba] Sparklight), 
billed the Beneficiary for the discounted share of the cost of services. Specifically, the 
Beneficiary chose the SPI invoicing method for FRN 1999078045, which had a 90 percent 
discount rate. Under the SPI method, service providers bill the beneficiary for the non-
discounted share of eligible services and invoice USAC for the discounted share of eligible 
services. The beneficiary is only responsible for paying service providers its non-discounted 
share, plus the cost of any ineligible services. However, the Service Provider billed the 
Beneficiary for the total pre-discount cost of the services provided under FRN 1999078045 
before seeking reimbursement from USAC for the discount amount.  
 
Cause 
The Service Provider did not have established policies and procedures in place to ensure that it 
complied with the FCC Rules for obtaining reimbursement under the SPI method. 
 
Effect 
As a result of the above-described use of the SPI method, the Service Provider initially collected 
more than the discount amount and risked ultimately charging the Beneficiary more than the 
non-discounted amount for the services. While this practice may not, with the timely application 
of credits or allowance for an option to short pay, result in over-collection by the Service 
Provider, it does increase the Service Provider’s risk of violating FCC rules regarding the 
discounted amount when invoicing under the SPI method. There is no monetary effect since the 
Service Provider ultimately applied E-Rate credits to the Beneficiary’s bills. However, we note 
that the Beneficiary was entitled to a 90 percent discount rate and the Beneficiary may 
experience cash flow issues if the Service Provider bills for the entire pre-discount amount under 
the SPI method or fails to credit its bills in a timely manner.  

 
3 See Fifth Report and Order, FCC 04-190, para. 24 (2004) (“While our rules do not set forth a specific timeframe 
for determining when a beneficiary has failed to pay its non-discounted share, we conclude that a reasonable 
timeframe is 90 days after delivery and service.") 
4 See also Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order FCC 97-157, 
para. 586 (1997), Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Second 
Report and Order and Future Notice of Proposed Rulemaking (FNPRM), FCC 03-101, paras. 44, 46-47 (2003). 

Page 171 of 254 



 

                                                                  
 

 USAC Audit No. SL2021LR027                                                                              Page 8 of 11  
 

 

 
Recommendation 
We recommend that the Service Provider implement controls and procedures to ensure it only 
bills the Beneficiary for the non-discount share of costs for services reimbursed under the SPI 
method. 
 
Service Provider Response   
1. When service is initiated and invoicing started, it is the applicant’s (Gila County’s) 

responsibility to file an FCC Form 486 with USAC. The Form 486 can only be filed after the 
Funding Commitment Decision Letter (FCDL) with a positive funding commitment has been 
issued by USAC.  The FCC Form 486 informs USAC that the service provider started 
services and that Cable One can now invoice USAC and receive reimbursement. The Form 
486 can be filed early if certain criteria are met, allowing Cable One to apply service 
provider invoice (SPI) discounts at the beginning of the funding year. However, the deadline 
to file an FCC Form 486 is 120 days after the date of the FCDL or 120 days after the service 
start date, whichever is later. If the deadline is missed, USAC will adjust the service start 
date and the funding commitment may be reduced as a penalty. In a case like this, if we were 
to only bill the non-discounted portion and USAC penalizes the customer, Cable One would 
be over discounting the service provided to the applicant and would have to reverse and 
apply the correct amount. Instead, service is provided and invoiced until the Form 486 is 
filed and approved.  Once approved, the service provider knows the applicant is in 
compliance with the Children’s Internet Protection Act (CIPA) as well as the date to begin 
applying discounts (service start date).  

  
2. Per USAC rules, once funding is approved the customer is only obligated to pay their non-

discounted portion if they elect the SPI discount method. As a service provider, we give the 
customer the option to short pay their invoice (only paying their non discounted portion) 
while we apply the discounts in a timely manner to avoid over payment. However, if the 
customer happens to make a full payment on the pre-discount amount before discounts are 
applied and it results in overpayment from the customer, we will either issue a refund check 
or leave the credit on the account depending on the customer’s request. I’ve included some 
examples of USAC informing applicants that they only have to pay the non-discounted 
portion.    

a. FCC 14-99 E-Rate Modularization Order 235. This change we adopt today will only 
affect applicants that avail themselves of the BEAR process and elect to pay the entire 
cost of the discounted service in advance of USAC’s reimbursement. Some 
commenters express concern that applicants should continue to have the option of the 
SPI process, paying only their portion of the price of eligible services and requiring 
the service provider to wait for payment from USAC for the remaining portion of the 
price of the eligible services.570 We take this opportunity to reiterate that E-rate 
applicants continue to have the option of electing BEAR or SPI reimbursement.571 
Thus, when the applicant pays only the discounted cost of the services 5directly to the 

 
5 The Service Provider highlighted portions of its response in yellow as shown here. 
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service provider through the SPI process, the service provider will continue to file a 
SPI form with USAC to receive reimbursement. 

b. “Applicants are required to pay the non-discount portion of the cost of eligible 
products and services.” https://www.usac.org/e-rate/applicant-
process/invoicing/obligation-to-pay/ 

c. FCC 14-99 E-Rate Modularization Order Amend § 54.504 to read as follows: (iii) 
The billed entity will pay the non-discount portion of the cost of the goods and 
services to the service provider(s). 

 

3. When we receive Program Integrity Assurance reviews from USAC, it requests that the bill 
display the current charges. I attached an example worksheet provided by USAC, when 
entering the current charges on the spreadsheet, we enter the pre-discount amount. 

 

Once USAC issues the FCDL, Cable One applies the permissible E-Rate discount as a credit to 
your account.  Please see below credit as applied: 

 

Auditor Response 
The FCDL for FRN 1999078045 was dated May 13, 2020. USAC approved the Beneficiary’s 
FCC Form 486 on May 20, 2020. The Service Provider’s August 1, 2020 invoice did not apply a 
credit for the discounted share of the costs of the E-Rate eligible services. Based on the 
information provided with the Service Provider’s response, credit for the discounted amount of 
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E-Rate eligible services were not applied to the Beneficiary’s bills until September 30, 2020. 
Accordingly, we made no changes to the Other Matter. 
 
Criteria 

Finding Criteria Description 

1 47 C.F.R. § 
54.523 (2018) 

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. 

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

While our rules do not set forth a specific timeframe for 
determining when a beneficiary has failed to pay its non-
discounted share, we conclude that a reasonable timeframe 
is 90 days after delivery of service. Allowing schools and 
libraries to delay for an extended time their payment for 
services would subvert the intent of [the] rule that the 
beneficiary must pay, at a minimum, ten percent of the cost 
of supported services. . . .  Accordingly, . . . a failure to pay 
more than 90 days after completion of service (which is 
roughly equivalent to three monthly billing cycles) 
presumptively violates [the] rule that the beneficiary must 
pay its share. 

 
 

Other 
Matter 

Criteria Description 

1 Modernizing the E-Rate 
Program for Schools 
and Libraries, WC 
Docket No. 13-184, 
Report and Order and 
Further Notice of 
Proposed Rulemaking 
FCC 14-99, para. 235 
(2014) 

We take this opportunity to reiterate that E-rate 
applicants continue to have the option of electing 
BEAR or SPI reimbursement. Thus, when the 
applicant pays only the discounted cost of the services 
directly to the service provider through the SPI 
process, the service provider will continue to file a 
SPI form with USAC to receive reimbursement. 

1 Federal-State Joint 
Board on Universal 
Service, CC Docket No. 
96-45, Report and 

We conclude that requiring schools and libraries to 
pay in full could create serious cash flow problems for 
many schools and libraries and would 
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Order FCC 97-157, 
para. 586 (1997) 

disproportionately affect the most disadvantaged 
schools and libraries. 

1 Schools and Libraries 
Universal Service 
Support Mechanism, 
CC Docket No. 02-6, 
Second Report and 
Order and Future 
Notice of Proposed 
Rulemaking (FNPRM), 
FCC 03-101, paras. 44, 
46-47 

We first conclude that we should adopt a rule 
requiring service providers to give applicants the 
choice each funding year either to pay the discounted 
price or to pay the full price and then receive 
reimbursement through the BEAR process. . . .  We 
find that providing applicants with the right to choose 
[their] payment method is consistent with section 254.  
Although section 254(h)(1)(B) requires that 
telecommunications carriers providing discounted 
services may be permitted to choose the method by 
which they receive reimbursement for the discounts 
that they provide to schools and libraries, i.e., 
between receiving either reimbursement for the 
discount or an off-set against their obligations to 
contribute to the universal service fund, the statute 
does not require that they be permitted to choose the 
method by which they provide those discounts to the 
school or library in the first place.  In addition, we 
find that providing applicants with the right to choose 
which payment method to use will help ensure that all 
schools and libraries have affordable access to 
telecommunications and Internet access services.  The 
Commission previously noted in the Universal Service 
Order that 'requiring schools and libraries to pay in 
full could create serious cash flow problems for many 
schools and libraries and would disproportionately 
affect the most disadvantaged schools and libraries.' 

 

Sikich CPA LLC 
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Administrative Co. 

EXECUTIVE SUMMARY 

November 1, 2023 

Dr. Cathy Nichols-Washer, Superintendent 

Lodi Unified School District 

1305 E. Vine Street 

Lodi, CA 95240 

Dear Dr. Nichols-Washer: 

Available for Public Use 

The Universal Service Administrative Company (USAC or Administrator) Audit and Assurance Division (AAD) 

audited the compliance of Lodi Unified School District (Beneficiary), Billed Entity Number (BEN) 144356, using 

regulations governing the federal Universal Service E-Rate program, set forth in 47 C.F.R. Part 54, as well as 

orders and other program requirements (collectively, Federal Communications Commission [FCC] Rules). 

Compliance with the FCC Rules is the responsibility of the Beneficiary. AAD's responsibility is to make a 

determination regarding the Beneficiary's compliance with the FCC Rules based on our 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 

for its findings and conclusions based on the audit objectives. The audit included examining, on a test basis, 

evidence supporting the competitive bidding process undertaken to select service providers, data used to 

calculate the discount percentage and the type and amount of services received, physical inventory of 

equipment purchased and maintained, as well as performing other procedures AAD considered necessary to 

make a determination regarding the Beneficiary'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) and two 

other matters (Other Matters) discussed in the Audit Results and Commitment Adjustment/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. An "other matter" is a condition that does not 

necessarily constitute a rule violation but warrants the Beneficiary's and USAC Management's attention. 

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 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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AUDIT RESULTS AND COMMITMENT ADJUSTMENT/RECOVERY ACTION 

Recommended 

Monetary Recommended Commitment 

Audit Results Effect Recovery Adjustment 

Finding: 47 C.F.R. § 54.514; First $68,979 $68,979 $0 

2014 E-Rate Order, FCC 14-99, 

paras. 233-235 (2014) - Failure to 

Reimburse E-Rate Funds from 

Service Provider. The Service 

Provider did not reimburse the 

Beneficiary for the discounted 

portion of services. 

Other Matter #1: First 2014 E-Rate $0 $0 $0 

Order, FCC 14-99, para. 235 (2014) 

- Service Provider Billed the

Beneficiary for the Discount Share

of Services. The Service Provider

billed the Beneficiary 100 percent of 

the cost of services, instead of the 

non-discounted portion, as required

by the SPI method.

Other Matter #2: First 2014 E-Rate $0 $0 $0 

Order, FCC 14-99, para. 235 (2014) 

- Service Provider Billed the

Beneficiary for the Discount Share

of Services. The Service Provider 

billed the Beneficiary 100 percent of 

the cost of services, instead of the 

non-discounted portion, as required

by the SPI method.

Total Net Monetary Effect $68,979 $68,979 $0 
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USAC MANAGEMENT RESPONSE 

Available for Public Use 

USAC Management concurs with the Audit Results stated above. See the chart below for the recovery amount. 

USAC will request the Beneficiary 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: 

• https://www.usac.org/e-rate/a pp Ii ca nt-process/i nvoi ci ng/

• https://www. usa c .o rg/ e-rate/servi ce-provi de rs/step-5-i nvo icing/

• https://www.usac.org/e-rate/learn/webinars (E-Rate Fall Training: Invoicing, November 09, 2023)

• https://www.usac.org/wp-content/u ploads/e-rate/docu ments/Webi nars/2022/E-Rate-l nvoi ce-

Tra in i ng-Webina r-2022-Slides.pdf

USAC records show the Beneficiary and Service Provider are currently subscribed to the E-Rate News Brief. 

USAC encourages the Beneficiary and Service Provider to review the News Brief as it contains valuable 

information about the E-rate program. 

2099059026 $68,979 

PURPOSE, SCOPE, BACKGROUND, AND PROCEDURES 

PURPOSE 

The purpose of the audit was to determine whether the Beneficiary complied with the FCC Rules. 

SCOPE 

The following chart summarizes the E-Rate program support amounts committed and disbursed to the 
Beneficiary for Funding Year 2020 (audit period): 

Service Type 
Amount Ar,iount

Committed Disbursed 
Internal Connections $107,074 $92,987 

Basic Maintenance of Internal Connections $159,298 $496,468 

Internet Access $497,498 $107,074 

Total $763,870 $696,529 
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FINDING: 47 C.F.R. § 54.514(2019); First 2014 E-Rate Order, FCC 14-99, paras. 233-235 

(2014) - Failure to Reimburse E-Rate Funds from Service Provider 

CONDITIOf\l 

AAD obtained and examined the FCC Form 474 Service Provider Invoice (SP!) forms and the corresponding 

Service Provider (AT&T, operating through CALNEP) bills to determine whether the Service Provider billed the 

Beneficiary the non-discounted portion of the costs of eligible equipment and services plus the cost of any 

ineligible items for FRN 2099059026. AAD reviewed the Service Provider's bills and identified that the Service 

Provider invoiced the Beneficiary for the discounted portion of the costs of eligible equipment and services in 

violation of the SP! invoicing method (see Other Matter #1) and then also failed to reimburse the Beneficiary 

for the costs it should not have collected in the first place, as detailed below. 

Approved Credits 
Discounted Provided 

Discounted Amount by Amounts 
SP SP Amount Disbursed Service owed to 

SP Invoice Invoice Billed to E- by E-Rate Provider Beneficiary 
FRN Name Number Period Rate (A) (Bl (C)=(A)-(B) 

2099059026 CALNET 3344336 Jul-Dec $68,979 $68,979 $0 $68,979 
(AT&T) 2020 

Total $68,979 $0 $68,979 

AAD determined that the Service Provider did not reimburse or provide credits to the Beneficiary in the 

amount of $68,979 disbursed by the E-Rate program for the period of July to December 2020 (billed under 

CALN ET). The Service Provider informed AAD that it attempted to credit the Beneficiary for the discounted 

amount. However, the Service Provider did not discover that the transaction failed to post until after it 

invoiced the E-Rate program. 3 Therefore, AAD concludes that the Service Provider did not reimburse or issue 

credit to the Beneficiary in full for the amounts disbursed by the E-Rate program. 

CAUSE 

The Service Provider did not have adequate controls and procedures in place to ensure that the funds were 

reimbursed to the Beneficiary in full for the amount disbursed by the E-Rate program in the next billing cycle. 

EFFECT 

The monetary effect of this finding is $68,979. This amount represents the total amount disbursed by the E­

Rate program for the Beneficiary's discounted portion of the services delivered under CALN ET for the period 

of July to December 2020. 

, AT&T holds the State Master Contract for California schools. AT&T was transitioning their local provider from CALN ET to 
Pacific Bell during the service period. 
3 Service Provider email response to the audit inquiries, received April 6, 2023. 
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Other Matter #1: First 2014 E-Rate Order, FCC 14-99, paras. 233-235 (2014) - Service 

Provider Billed the Beneficiary for the Discount Share of Services 

CONDITION 

AAD obtained and examined the Service Provider bills to determine whether the Service Provider only billed 

the Beneficiary for the non-discount portion of the bills, plus any ineligible services. The Service Provider, 

AT&T (operating through CALN ET and Pacific Bell as local providers), billed the Beneficiary throughout 

Funding Year 2020 for services reimbursed by USAC under the Service Provider Invoice (SPI) method. 4 

Specifically, the Beneficiary elected to be reimbursed for E-Rate support for FRN 2099059026 by SPI method at 

an 80 percent discount rate. 

Under the SPI method, Service Providers bill the Beneficiary for the non-discounted share of eligible services 

(and any ineligible services) and invoice USAC for the discounted share of eligible services. The Beneficiary is 

only responsible for paying Service Providers for its non-discounted share, plus the cost of any ineligible 

services. 5 However, the Service Provider billed the Beneficiary for the entire monthly cost of services provided 

during the audited funding year July 2020 - June 2021 for FRN 2099059026, rather than only its non-discount 

share (plus the cost of ineligible services). AAD noted that for the July 2020 -December 2020 bills (under 

CALN ET), the Service Provider failed to provide applied the E-Rate credits, 5 to the Beneficiary's November 2020 

bill and for the October 20207 
- June 2021 bills (under Pacific Bell), the Service Provider applied E-Rate credits 

to the Beneficiary's subsequent monthly billing period. 

CAUSE 

The Service Provider did not demonstrate sufficient knowledge of the FCC Rules governing the SPI method 

process and did not have. adequate controls and procedures to ensure that the Beneficiary was billed only for 

the discounted costs approved by USAC. 3 

EFFECT 

As a result of the above-described improper use of the SPI method, the Service Provider may initially collect 

more than the discount amount and risk ultimately charging the Beneficiary more than the non-discounted 

amount for the services. While this does not guarantee over-collection by the Service Provider, it does 

increase the Service Provider's risk of violating FCC Rules regarding the discounted amount when invoicing 

4 Modernizing the E-Rate Program for Schools and Libraries, WC Docket No. 13-184, Order, FCC 14-99, para. 235 (2014) (First 

2014 E-Rate Order). See also Federal-State Joint Board On Universal Service, CC Docket No. 96-45, Report and Order, FCC 

97-157, para. 586 (1997), and Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Second

Report and Order and Further Notice of Proposed Rulemaking, FCC 03-101, para. 47 (2003).
5 See Federal-State Joint Board On Universal Service, CC Docket No. 96-45, Report and Order, FCC 97-157, para. 586 (1997), 

and Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Second Report and Order and 

Further Notice of Proposed Rulemaking, FCC 03-101, para. 47 (2003) 
6 MD identified this as Finding #1. 
7 AT&T holds the State Master Contract for California schools. AT&T was transitioning their local provider from CALN ET to 

Pacific Bell during the service period and had an overlap from Oct - December 2020, where some locations were on 

CALN ET, while others were transitioned to Pacific Bell. MD confirmed there were no duplicate billing/ invoicing for 

locations. 
8 FRN 2099059026, Audit Inquiries Record (AIR) sent August 25, 2023. 
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under the SPI method. There is no monetary effect since the Service Provider ultimately applied E-Rate 

credits to the Beneficiary's bills. However, AAD notes that the Beneficiary was entitled to E-Rate discounts, 

and the Beneficiary may experience cash flow issues if the Service Provider bills for the entire pre-discount 

amount under the SPI method or fails to credit its bills in a timely manner. 

RE COMMENDATION 

The Service Provider must implement policies, controls, and procedures to obtain and process FRN funding 

details to ensure the Beneficiary is billed only for the non-discount share, plus the cost of ineligible services. 

The Service Provider can familiarize itself with the FCC Rules related to invoicing at https://www.usac.org@_:_ 

rate/service-providers/step-5-invoicing/. The Service Provider can also learn more about the E-Rate 

program's training opportunities on USAC's website at https://www.usac.org/e-rate/learn/ and keep current 

on E-Rate news at https://www.usac.org/e-rate/resources/news-brief /. 

SERVICE PROVIDER RESPONSE 

AT& T's SPI method process is compliant with current FCC rules. 

AT&T applies E-Rate credits to customers' bills after AT&T receives all information necessary to verify 

the services and accounts that are subject to the e-rate discount. 

AT&T requests customers to provide relevant information early in the process and, in its Welcome 

Package, AT&T provides customers with a "Grid" identifying relevant information needed by AT&T to 

apply E-rate credits. AT&T applies E-rate credits to customers' bills after receiving the completed Grid. 

In this case, the customer did not provide AT&T with the completed Grid until 1/24/2022 (1 month 

before the extended last date to invoice). The late Grid receipt required AT&T to manually process 

disbursements to ensure posting to the bill prior to last date to invoice of 2/25/2022. 

NOTE: The FCC is considering this issue of SPI invoicing in a current rulemaking proceeding. AT&T is 

an active participant in the proceeding and has filed both comments and reply comments explaining 

its SPI processes. Please refer to AT&T comments. 9 

BENEFICIARY RESPONSE 

We appreciate AAD's diligent efforts in conducting the audit for Funding Year 2020 and the subsequent 

findings related to our E-Rate program participation, specifically concerning FRN 2099059026. 

Upon review of the Other Matter, we acknowledge and share your concerns regarding the billing 

discrepancies observed during the first five months of the funding year. It has come to our attention 

that Pacific Bell, our Service Provider, billed us for services reimbursed by USAC under the Service 

Provider Invoicing (SPI) method. We elected to be reimbursed at an 80% discount rate for FRN 

2099059026 by SPI method. 

9 See, AT&T Comments and Reply Comments, Schools and Libraries Universal Service Support Mechanism; Federal -State 

Joint Board on Universal Service; Changes to the Board of Directors of the National Exchange Carrier Association, Inc., 

Report and Order and Further Notice of Proposed Ru/emaking, CC Docket No. 02-6; CC Docket No. 96-45, CC Docket No. 97-

21, released July 21, 2023. 

Page 10 of 15 

Page 188 of 254 



Universal Service 

Administrative Co. 

Available for Public Use 

We would like to emphasize that we lack the ability to influence the Service Provider's actions directly, 
and we concur with AAD's recommendation in this matter. We understand the importance of the 
Service Provider implementing robust policies, controls, and procedures to ensure the accurate 
processing of FRN funding details, timely application of discounts, and the billing of only the non­
discount share along with the cost of ineligible services. 

Rest assured, we will actively work internally and with the Service Provider to address and rectify 

these billing discrepancies promptly. Our commitment to the E-Rate program's integrity and 
compliance remains unwavering, and we are taking additional measures to monitor similar issues in 
the future. 

AAD RESP ON SE 

Per FCC Rules/ service providers may only bill beneficiaries who elect the SPI invoicing method for the non­
discounted share of the costs of eligible equipment and services (plus the cost of any ineligible equipment 
and services). Service providers are required to invoice USAC for the discounted share of the costs of eligible 
equipment and services. During the audited funding year, Funding Year 2020 (July 2020 - June 2021), the 
Service Provider billed the Beneficiary the full monthly amount for the cost of eligible equipment and services 
(plus the cost of any ineligible equipment and services) rather than only the non-discounted portion, which is 
not compliant with FCC Rules regarding the SPI invoicing method. 

Other Matter #2: Modernization Order, FCC 14-99, para. 235 (2014) - Service Provider 

Billed the Beneficiary for the Discount Share of Services 

CONDITION 

AAD obtained and examined the Service Provider bills to determine whether the Service Provider only billed 
the Beneficiary for the non-discount portion of the bills, plus any ineligible services. The Service Provider, 
Comcast, billed the Beneficiary during the first five months of Funding Year 2020 for services reimbursed by 
USAC under the Service Provider Invoicing (SPI) method.4 Specifically, the Beneficiary elected to be 
reimbursed for E-Rate support for FRN 2099059045 by SPI method at an 80% discount rate. 

Under the SPI method, Service Providers bill the Beneficiary for the non-discounted share of eligible services 
(and any ineligible services) and invoice USAC for the discounted share of eligible services. The Beneficiary is 
only responsible for paying Service Providers for its non-discounted share, plus the cost of any ineligible 
services.5 However, the Service Provider billed the Beneficiary for the entire monthly cost of services provided 
during July 2020 - November 2020 of the audited funding year for FRN 2099059045, rather than only its non­
discount share (plus the cost of ineligible services). AAD noted that for the July 2020 - November 2020 bills 
the Service Provider applied the E-Rate credits to the Beneficiary's December 2020 bill. Beginning December 
2020, the bills properly excluded the discount share billed to USAC. 
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Universal Service 

Administrative Co. 

Available for Public Use 

The Service Provider did not have adequate controls and procedures in place during the period July 2020 -

November 2020 to ensure that the Beneficiary was billed only for the discounted costs approved by USAC. 

The Service Provider noted that the invoices reflected the non-discounted share of the costs once it was 

eligible to file an SPI form to invoice USAC for the discounted share. w 

EFFECT 

As a result of the above-described improper use of the SPI method, the Service Provider may initially collect 

more than the discount amount and risk ultimately charging the Beneficiary more than the non-discounted 

amount for the services. While this does not guarantee over-collection by the Service Provider, it does 

increase the Service Provider's risk of violating FCC Rules regarding the discounted amount when invoicing 

under the SPI method. There is no monetary effect since the Service Provider ultimately applied E-Rate 
credits to the Beneficiary's bills. However, AAD notes that the Beneficiary was entitled to E-Rate discounts 

during July 2020 - November 2020, and the Beneficiary may experience cash flow issues if the Service Provider 

bills for the entire pre-discount amount under the SPI method or fails to credit its bills in a timely manner. 

REC OMMEN DATION 

The Service Provider must implement policies, controls, and procedures to obtain and process FRN funding 
details to ensure the Beneficiary is billed only for the non-discount share, plus the cost of ineligible services. 

The Service Provider can familiarize itself with the FCC Rules related to invoicing at https://www.usac.org/e­

rate/service-providers/step-5-invoicing/. The Service Provider can also learn more about the E-Rate 

program's training opportunities on USAC's website at https://www.usac.org/e-rate/learn/ and keep current 

on E-Rate news at https://www.usac.or!,!/e-rate/resources/news-brief/. 

SERVICE PROVIDER RESPONSE 

The invoice reflected the non-discounted share of the costs once Comcast began to file SPI forms to 

invoice USAC the discounted share. The discounts were reflected in the invoices starting in December 

2020, and the first SP! form was also submitted on December 2020. 

Comcast has policies and procedures in place to ensure that the beneficiary is billed the non­

discounted portion of the costs. The invoice reflects the non-discounted share of the costs once 

Comcast is eligible to file a SP! form to invoice USAC for the discounted share. 

BENEFICIARY RESPONSE 

We appreciate AAD's diligent efforts in conducting the audit for Funding Year 2020 and the subsequent 

findings related to our E-Rate program participation, specifically concerning FRN 2099059045. 

Upon review of the Other Matter, we acknowledge and share your concerns regarding the billing 

discrepancies observed during the first five months of the funding year. It has come to our attention 
that Comcast, our Service Provider, billed us for services reimbursed by USAC under the Service 

Provider Invoicing (SP!) method. We elected to be reimbursed at an 80% discount rate for FRN 

2099059045 by SPI method. 

10 Beneficiary response to audit inquiry, sent July 6, 2023.
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Finding Criteria Description 

47 C.F.R. § 54.514 (c) Service providers providing discounted services under this subpart in any 
funding year shall, prior to the submission of the FCC Form 471, permit 
the billed entity to choose the method of payment for the discounted services 
from those methods approved by the Administrator, including by making a full, 
undiscounted payment and receiving subsequent reimbursement of the 
discount amount from the Administrator. 

Modernizing the £-Rate The service provider listed on the FCC Form 473 certifies that the bills or 
Program for Schools invoices issued by this service provider to the billed entity are for equipment 
and Libraries, WC and services eligible for universal service support by the Administrator and 
Docket No. 13-184, exclude any charges previously invoiced to the Administrator by the service 
Order, FCC 14-99, provider. 
Appendix A (2014) (First 

2014 £-Rate Order). 

Other Matter Description 

Criteria 

Modernizing the £-Rate The service provider listed on the FCC Form 473 certifies that the bills or 
Program for Schools and invoices issued by this service provider to the billed entity are for 
Libraries, WC Docket No. 13- equipment and services eligible for universal service support by the 
184, Order, FCC 14-99, Administrator and exclude any charges previously invoiced to the 
Appendix A {2014) (First 2014 Administrator by the service provider. 
£-Rate Order). 

Modernizing the £-Rate We take this opportunity to reiterate that E-Rate applicants continue to 
Program for Schools and have the option of electing BEAR or SPI reimbursement. Thus, when the 
Libraries, WC Docket No. 13- applicant pays only the discounted cost of the services directly to the 
184, Order, FCC 14-99, para. service provider through the SPI process, the service provider will 
235 (2014) (First 2014 £-Rate continue to file a SPI form with USAC to receive reimbursement. 
Order). 

Modernizing the £-rate Applicants also have the option of using the Service Provider Invoicing 
Program for Schools and (SPI) process. Under the SPI process the applicant pays only the reduced 
Libraries, WC Docket No. 13- cost of the services directly to the service provider, and then the service 
184, Report and Order and provider must file an FCC Form 47(4] {SPI Form) with USAC to receive its 
Further Notice of Proposed reimbursement. 
Rulemaking, FCC 14-99, 
para. 234, n.567 {2014) (First 

2014 £-Rate Order) 

Federal-State Joint Board On We conclude that requiring schools and libraries to pay in full could 
Universal Service, CC Docket create serious cash flow problems for many schools and libraries and 
No. 96-45, Report and Order, would disproportionately affect the most disadvantaged schools and 
FCC 97-157, para. 586 (1997) libraries. 
Schools and Libraries We first conclude that we should adopt a rule requiring service providers 
Universal Service Support to give applicants the choice each funding year either to pay the 
Mechanism, CC Docket No. discounted price or to pay the full price and then receive reimbursement 
02-6, Second Report and through the BEAR process .... We find that providing applicants with the 
Order and Further Notice of right to choose [their] payment method is consistent with section 254. 
Proposed Rulemaking, FCC Although section 254(h){ll(B) requires that telecommunications carriers 
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333 John Carlyle Street, Suite 500 
Alexandria, VA 22314 
703.836.1350  

 

UNIVERSAL SERVICE ADMINISTRATIVE COMPANY 
IRVINE UNIFIED SCHOOL DISTRICT 

COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND 
E-RATE SUPPORT MECHANISM RULES 

 
Executive Summary 
 
March 7, 2024  
 
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: 
 
Sikich CPA LLC1 (referred to as “Sikich” or “we”) audited the compliance of Irvine Unified 
School District (Beneficiary), Billed Entity Number (BEN) 143762, using regulations governing 
the federal Universal Service E-Rate program, set forth in 47 C.F.R. Part 54, as well as orders 
and other program requirements (collectively, Federal Communications Commission [FCC] 
Rules). Compliance with FCC Rules is the responsibility of the Beneficiary. Our responsibility is 
to make a determination regarding the Beneficiary’s compliance with FCC Rules based on our 
audit. 
 
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 the Beneficiary’s Service Providers, 2) data used to calculate the discount 
percentage and the type and amount of equipment and services received, and 3) a 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 
the FCC Rules. The evidence obtained provides a reasonable basis for our findings and 
conclusions based on the audit objectives. 
 

 
1 Effective December 14, 2023, we amended our legal name from “Cotton & Company Assurance and Advisory, 
LLC” to “Sikich CPA LLC” (herein referred to as “Sikich”). 
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Based on the test work performed, our audit disclosed one detailed audit finding and one other 
matter, 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 the FCC Rules 
that were in effect during the audit period. An “other matter” is a condition that does not 
necessarily constitute a violation of FCC Rules but that warrants the attention of the Service 
Provider and USAC management. 
 
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 audit found that one of the Beneficiary’s Service 
Providers did not comply with FCC Rules, as set forth in the one detailed audit finding and one 
other matter discussed below. 
 

 
Audit Results 

Monetary 
Effect 

Recommended 
Recovery 

Finding No. 1, FCC Form 473, Service Provider 
Annual Certification (SPAC) Form at Block 2 (2020); 
FCC Form 474, Service Provider Invoice (SPI) Form 
at Block 3 (2020) – Service Provider Invoiced the E-
Rate Program for Ineligible Services. One of the 
Beneficiary’s Service Providers incorrectly calculated 
the cost of eligible services provided to the Beneficiary 
when preparing the SPI Forms submitted to USAC. 

$1,690 $0 

Other Matter No. 1, First 2014 E-Rate Order, FCC 
14-99, para. 235 – Service Provider Billed the 
Beneficiary for the Discount Share of Services. One of 
the Beneficiary’s Service Providers billed the 
Beneficiary for the discounted share of service costs. 

$0 $0 

Total Net Monetary Effect $1,690 $0 
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USAC Management Response 
 
USAC management concurs with the Audit Results stated above. USAC may review other 
invoices filed by the Beneficiary and Service Provider during the audited Funding 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 and Service 
Provider to our website for additional resources.  Various links are listed below: 
 

 https://www.usac.org/e-rate/learn/webinars/ (E-Rate Invoicing Process: Office Hour 
Webinar, July 21, 2022) 

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

 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 and Service Providers are currently subscribed to the E-
Rate weekly News Brief.  USAC encourages 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) 2021. The Beneficiary is a school district located in Orange County, 
California, that serves more than 36,000 students.  
 
The following chart summarizes the E-Rate program support amounts committed and disbursed 
to the Beneficiary for FY 2021 as of November 9, 2023, the date that we completed our initial 
fieldwork testing.2 

Service Type 
Amount 

Committed 
Amount 

Disbursed 

Internal Connections $3,105,206 $967,031 
Data Transmission and/or Internet Access $226,657 $159,039 
Total $3,331,863 $1,126,070 

 
The “amount committed” total represents two FCC Form 471, Description of Services Ordered 
and Certification Form, applications submitted by the Beneficiary for FY 2021 that resulted in 
two Funding Request Numbers (FRNs). We selected both FRNs,3 which represent $3,331,863 of 
the funds committed and $1,126,070 of the funds disbursed during the audit period. Using this 
sample, we performed the audit procedures enumerated below. 

 
2 On November 9, 2023, we expanded the audit scope to include $658,596 disbursed for FRN 2199041958 after our 
audit announcement date of March 1, 2023. 
3 We tested FRNs 2199008788 and 2199041958. 
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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 conducted 
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 Bidding Process 
We obtained and examined documentation to determine whether the Beneficiary: 1) 
properly evaluated all bids received, and 2) considered the price of the eligible equipment 
and services as the primary factor in selecting its Service Providers. We also obtained and 
examined evidence that the Beneficiary waited the required 28 days from the date the 
FCC Form 470, Description of Services Requested and Certification Form, was posted on 
USAC’s website before signing contracts or executing month-to-month agreements with 
the selected Service Providers. Additionally, we examined the Service Provider contracts 
to determine whether they were properly executed. 
 

C. Invoicing Process 
We obtained and examined invoices for which USAC disbursed payment to determine 
whether the equipment and services identified on the FCC Forms 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 to the 
Service Providers. 
 

D. Virtual Site Visits 
We performed virtual site visits to evaluate the location and use of equipment and 
services for which the Beneficiary had requested funding to determine whether they were 
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 and services for which it had requested funding and evaluated the 
equipment and services purchased to determine whether the Beneficiary used the funding 
in an effective manner. 
 

E. Reimbursement Process 
We obtained and examined invoices that the Service Providers submitted to USAC for 
reimbursement and performed procedures to determine whether the Service Providers had 
properly invoiced USAC. Specifically, we reviewed invoices associated with the SPI 
Forms for the equipment and services provided to the Beneficiary. We verified that the 
equipment and services identified on the SPI Forms and corresponding Service Provider 
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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, FCC Form 473, SPAC Form at Block 2 (2020); FCC Form 474, SPI Form at 
Block 3 (2020) – Service Provider Invoiced the E-Rate Program for Ineligible Services4 
 
Condition 
One of the Beneficiary’s Service Providers, AT&T Corporation (AT&T), incorrectly calculated 
eligible service costs when preparing the SPI Forms for FRN 2199008788. Specifically, the 
Service Provider inadvertently included $3,380 it invoiced for ineligible “Refund of Credit” 
services when calculating the undiscounted portion of the SPI Form it submitted to request 
reimbursement for services provided to the Beneficiary in August 2021. 
 
Cause 
The Service Provider did not have adequate controls in place to ensure they only invoiced the E-
Rate program for eligible services. 
 
Effect 
The monetary effect of this finding is $1,690 ($3,380 multiplied by the Beneficiary’s 50 percent 
discount rate). We do not recommend recovery, as the Service Provider provided documentation 
to demonstrate that it refunded the E-Rate program in response to this finding. 
 

Support Type 
Monetary 

Effect 
Recommended 

Recovery 

Internet Access FRN 2199008788 $1,690 $0 
Total $1,690 $0 

 
Recommendation 
We recommend that the Service Provider implement policies, controls and procedures to ensure 
that SPI Forms are accurate before invoicing the E-Rate program. 

Service Provider Response 
On 11/08/2023, AT&T debited Irvine USD $1689.82 for discounts issued against an ineligible 
item, specifically a Refund of Credit charge. The debit posted to the 11/25/2023 bills & AT&T 
has returned funds of $1,689.82, which were accepted by USAC on 12/03/2023. 
 
In February 2024, AT&T implemented a long-term system solution designed to flag Refund of 
Credit transactions as ineligible for funding. This long-term system solution should obviate the 
need for manual processing and mitigate errors. 

 
4See also 47 C.F.R. § 54.502(a) (2020); 47 C.F.R. § 54.504(f)(4), (5) (2020); and Modernizing the E-Rate Program 
for Schools and Libraries, WC Docket No. 13-184, Order, DA 20-1418, (2020). 
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Auditor Response  
As the Service Provider has refunded USAC for the ineligible “Refund of Credit” charges, we 
have changed our recommended recovery amount to reflect $0. However, our position regarding 
the finding has not changed as the ineligible expenses were identified during the audit. 
 
Other Matter No. 1, First 2014 E-Rate Order, FCC 14-99, para. 2355 – Service Provider 
Billed the Beneficiary for the Discount Share of Services 
 
Condition 
One of the Beneficiary’s Service Providers, AT&T, billed the Beneficiary for the discounted 
share of service costs on the bills tested for which the Beneficiary chose the SPI invoicing 
method. Under the SPI method, service providers bill the beneficiary for the non-discounted 
share of eligible services (and any ineligible services) and invoice USAC for the discounted 
share of eligible services. The beneficiary is only responsible for paying service providers its 
non-discounted share, plus the cost of any ineligible services. However, throughout FY 2021, the 
Service Provider billed the Beneficiary for the full pre-discount cost of FRN 2199008788 before 
seeking reimbursement from USAC for the discount amounts, rather than only the Beneficiary’s 
50 percent non-discounted share (plus the cost of ineligible services). The Service Provider 
applied the E-Rate credits to the Beneficiary’s bills after FY 2021 had ended.  
 
Cause 
The Service Provider did not have adequate policies, controls and procedures in place to ensure it 
obtained and processed the information necessary to calculate discounts on a timely basis. 
Specifically, the Service Provider requires that beneficiaries complete a Grid document with the 
details of the E-Rate funding for each FRN before it applies discounts on the applicable bills. 
However, the Service Provider did not have procedures to obtain the Grid document from the 
Beneficiary as soon as it received USAC’s FCC Form 486 Notification Letter, confirming that 
services approved for discounts had started. 
 
Effect 
As a result of the above-described use of the SPI method, the Service Provider initially collected 
more than the discount amount and risked ultimately charging the Beneficiary for more than the 
non-discounted amount for the services. While this practice may not always result in over-
collection by the Service Provider, such as, for example, when the Service Provider credits the 
Beneficiary in a timely manner, it does increase the Service Provider’s risk of violating FCC 
Rules regarding the discounted amount when invoicing under the SPI method. There is no 
monetary effect since the Service Provider ultimately applied E-Rate credits to the Beneficiary’s 
bills. However, we note that the Beneficiary was entitled to a 50 percent discount rate and may 
experience cash flow issues if the Service Provider continues to bill for the entire pre-discounted 
amount under the SPI method or fails to credit its bills in a timely manner. 

 
5 See also Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, FCC 97-157, 
para. 586 (1997); Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Second 
Report and Order and Further Notice of Proposed Rulemaking, FCC 03-101, paras. 47 and 49 (2003). 
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Recommendation 
We recommend that the Service Provider implement policies, controls and procedures to obtain 
and process FRN funding details so it can apply discounts to its bills on a timely basis and ensure 
the Beneficiary is billed only for the non-discounted share, plus the cost of ineligible services. 
 
Service Provider Response 
AT&T’s SPI method process is compliant with current FCC rules. 
 
AT&T applies E-Rate credits to customers’ bills after AT&T receives all information necessary 
to verify the services and accounts that are subject to the E-Rate discount. 
 
AT&T requests customers to provide relevant information early in the process and, in its 
Welcome Package, AT&T provides customers with a “Grid” identifying relevant information 
needed by AT&T to apply E-rate credits. AT&T applies E-rate credits to customers’ bills after 
receiving the completed Grid. 
 
In this case, the customer did not provide AT&T with the completed Grid until 11/29/2021 (5 
months after the start of the funding year). The late Grid receipt required AT&T to 
systematically process disbursements for 7/2021 – 1/2022 & ensure posting to the bill prior to 
invoicing USAC. 
 
NOTE: The FCC is considering this issue of SPI invoicing in a current rulemaking proceeding. 
AT&T is an active participant in the proceeding and has filed both comments and reply 
comments explaining its SPI processes. Please refer to AT&T comments.[1] 
 
[1] See, AT&T Comments and Reply Comments, Schools and Libraries Universal Service Support 
Mechanism; Federal -State Joint Board on Universal Service; Changes to the Board of 
Directors of the National Exchange Carrier Association, Inc., Report and Order and Further 
Notice of Proposed Rulemaking, CC Docket No. 02-6; CC Docket No. 96-45, CC Docket No. 97-
21, released July 21, 2023. 
 
Auditor Response  
Although the Service Provider states that E-Rate credits were delayed due to late submission of 
the required information by the Beneficiary, we continue to believe that there is an increased risk 
that beneficiaries could overpay their share when discounts are not applied on a monthly basis. 
Further, we noted it is more difficult to detect missing or inaccurate discounts when they are not 
recorded in the same month that services are billed. Regardless, under the SPI method, the 
Service Provider should not charge the Beneficiary for the discounted share of the costs of 
eligible equipment and services. Rather, it should only charge the Beneficiary the non-discounted 
share of the costs of eligible equipment and services (plus the cost of any ineligible equipment 
and services) and should seek reimbursement of the discounted portion of the costs of the 
eligible equipment and services directly from USAC. Therefore, our position regarding the other 
matter has not changed. 
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Criteria 

Finding Criteria Description 

1 Universal 
Service for 
Schools and 
Libraries, 
Service 
Provider 
Annual 
Certification 
Form, OMB 
3060-0856 
(2020) (FCC 
Form 473). 
Block 2 

9. I certify that the Service Provider Invoice Forms (FCC 
Form 474) that are submitted by this Service Provider 
contain requests for universal service support for services 
which have been billed to the Service Provider’s customers 
on behalf of schools, libraries, and consortia of those 
entities, as deemed eligible for universal service support by 
the fund administrator. 
 
10. I certify that the Service Provider Invoice Forms (FCC 
Form 474) that are submitted by this Service Provider are 
based on bills or invoices issued by the service provider to 
the Service Provider’s customers on behalf of schools, 
libraries, and consortia of those entities as deemed eligible 
for universal service support by the fund administrator, and 
exclude any charges previously invoiced to the fund 
administrator for which the fund administrator has not 
issued a reimbursement decision. 
 
11. I certify that any requests for reimbursement that are 
sought under a Service Provider Invoice Form (FCC Form 
474) for discounts for products or services that contain both 
eligible and ineligible components are properly allocated as 
required by the Commission’s rules at 47 C.F. R § 54.504 
(1) and (2). 

1 Schools and 
Libraries 
Universal 
Service, Service 
Provider 
Invoice FCC 
Form 474, 
OMB 3060-
0856 (2020) 
(FCC Form 474 
Block 3). 

The authorized person must certify under penalty of perjury, 
to the best of his/her knowledge, information and belief, that: 
 
A. I certify that this Service Provider is in compliance with 
the rules and orders governing the schools and libraries 
universal service support program and I acknowledge that 
failure to be in compliance and remain in compliance with 
those rules and orders may result in the denial of discount 
funding and/or cancellation of funding commitments. 

1 47 C.F.R. § 
54.502(a) 
(2020).  

All supported services are listed in the Eligible Services List 
as updated annually in accordance with paragraph (d) of 
this section. The services in this subpart will be supported in 
addition to all reasonable charges that are incurred by 
taking such services, such as state and federal taxes. 
Charges for termination liability, penalty surcharges, and 
other charges not included in the cost of taking such services 
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Finding Criteria Description 

shall not be covered by the universal service support 
mechanisms.  

1 47 C.F.R. § 
54.504(f)(4), (5) 
(2020). 

The FCC Form 473 shall be signed by an authorized person 
and shall include that person’s certification under oath that: 
The service provider listed on the FCC Form 473 certifies 
that the invoices that are submitted by this Service Provider 
to the Billed Entity for reimbursement pursuant to Billed 
Entity Applicant Reimbursement Forms (FCC Form 472) are 
accurate and represent payments from the Billed Entity to 
the Service Provider for equipment and services provided 
pursuant to E-rate program rules.  
 
The FCC Form 473 shall be signed by an authorized person 
and shall include that person’s certification under oath that: 
The service provider listed on the FCC Form 473 certifies 
that the bills or invoices issued by this service provider to the 
billed entity are for equipment and services eligible for 
universal service support by the Administrator, and exclude 
any charges previously invoiced to the Administrator by the 
service provider.  

1 Modernizing the 
E-Rate 
Program for 
Schools and 
Libraries, WC 
Docket No. 13-
184, Order, DA 
20-1418, 
(2020).  

In this Order, the Wireline Competition Bureau (Bureau) 
adopts the final eligible services list for funding year 2021 
for the schools and libraries universal service support 
program (more commonly referred to as the E-Rate 
program). 
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Other 
Matter 

Criteria Description 

1 Modernizing the 
E-rate Program 
for Schools and 
Libraries, WC 
Docket No. 13-
184, Report and 
Order and 
Further Notice of 
Proposed 
Rulemaking, 
FCC 14-99, 
paras. 235.   

We take this opportunity to reiterate that E-rate applicants 
continue to have the option of electing BEAR or SPI 
reimbursement. Thus, when the applicant pays only the 
discounted cost of the services directly to the service 
provider through the SPI process, the service provider will 
continue to file a SPI form with USAC to receive 
reimbursement. . . . 

1 Federal-State 
Joint Board on 
Universal 
Service, CC 
Docket No. 96-
45, Report and 
Order, FCC 97-
157, para. 586 
(1997).  

We conclude that requiring schools and libraries to pay in 
full could create serious cash flow problems for many 
schools and libraries and would disproportionately affect 
the most disadvantaged schools and libraries. 

1 Schools and 
Libraries 
Universal Service 
Support 
Mechanism, CC 
Docket No. 02-6, 
Second Report 
and Order and 
Further Notice of 
Proposed 
Rulemaking, FCC 
03-101, paras. 47 
and 49 (2003). 
 

[W]e find that providing applicants with the right to choose 
which payment method to use will help to ensure that all 
schools and libraries have affordable access to 
telecommunications and Internet access services. . . . In 
light of the record before us, we conclude that the potential 
harm to schools and libraries from being required to make 
full payment upfront, if they are not prepared to, justifies 
giving applicants the choice of payment method. 
 
Once an applicant has made and memorialized its choice 
for a funding year, the applicant may not unilaterally shift 
from one form of payment to the other within that funding 
year.  

1 Schools and 
Libraries 
Universal 
Service, Service 
Provider Invoice 
FCC Form 474, 
OMB 3060-0856 
(2020) (FCC 

The authorized person must certify under penalty of perjury, 
to the best of his/her knowledge, information and belief, 
that: 
A. I certify that this Service Provider is in compliance with 
the rules and orders governing the schools and libraries 
universal service support program and I acknowledge that 
failure to be in compliance and remain in compliance with 
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Other 
Matter 

Criteria Description 

Form 474, Block 
3). 

those rules and orders may result in the denial of discount 
funding and/or cancellation of funding commitments.   

1 47 C.F.R. § 
54.514(c) (2020) 

Service providers providing discounted services under this 
subpart in any funding year shall, prior to the submission of 
the FCC Form 471, permit the billed entity to choose the 
method of payment for the discounted services from those 
methods approved by the Administrator, including by 
making a full undiscounted payment and receiving 
subsequent reimbursement of the discount amount from the 
Administrator. 
 

 

Sikich CPA LLC 
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Universal Service 

Administrative Co. 

Available for Public Use 

As a result of the above-described improper use of the SPI method, the Service Provider may initially collect 

more than the discount amount and risk ultimately charging the Beneficiary more than the non-discounted 

amount for the services. While this does not guarantee over-collection by the Service Provider, it does 

increase the Service Provider's risk of violating FCC Rules regarding the discounted amount when invoicing 

under the SPI method. There is no monetary effect since the Service Provider ultimately applied E-Rate 

credits to the Beneficiary's bills. However, AAD notes that the Beneficiary was entitled to E-Rate discounts, 

and the Beneficiary may experience cash flow issues if the Service Provider bills for the entire pre-discount 

amount under the SPI method or fails to credit its bills in a timely manner. 

RECOMMENDATION 

The Service Provider must have proper controls in place to ensure that the Beneficiary is billed accurately 

according to discounted cost obligations. The Service Provider can familiarize itself with the FCC Rules 

related to invoicing at https://www.usac.org/e-rate/service-providers/step-5-invoicing/. The Service Provider 

can also learn more about the E-Rate program's training opportunities on USAC's website at 

https://www.usac.org/e-rate/learn/ and keep current on E-Rate news at https://www.usac.org/e-

rate /resources/news-brief/. 

BENEFICIARY/ RESPONSE 

The Beneficiary acknowledges the condition specified in the Other Matter. 

SERVICE PROVIDER RESPONSE 

As noted and consistent with the practice of other service providers in the industry, Cox Business 

(Service Provider) bills customers who select the SPI method the full non-discounted price for E-Rate 

services and then applies credits to the Beneficiary when USAC approves the funding. Cox accepts 

partial payments from these customers prior to USAC's funding approval and our subsequent issuing 

of credits. Cox has significant processes and controls in place to ensure accurate application of E-Rate 

credits to Beneficiaries, and customers have not objected to this billing method. The FCC is aware of 

this widespread decades-long practice and has not taken action to change its rules to eliminate this 

flexibility in SPI invoicing. (FCC 23-56, at 75). lf the FCC were to require changes to its existing rules to 

eliminate this industry-wide practice, Cox would incur significant and costly changes to its billing 

systems to comply with the new constraints. 

AAD RESPONSE 

AAD acknowledges that the Service Provider credited the Beneficiary for the pre-discounted costs on the 

December 1, 2023 bill. However, the Service Provider's actions to bill the Beneficiary the full pre-discounted 

amount of the costs of eligible equipment and services (plus the costs of any ineligible equipment and 

services) is inconsistent with the FCC Rules regarding the SPI invoicing method. The Service Provider must 

ensure proper controls are in place to bill the Beneficiary only the non-discounted portion of the costs of 

eligible equipment and services (plus the costs of any ineligible equipment and services) consistent with the 

FCC Rules for the SPI invoicing method. 

CRITERIA 

47 C.F.R. 54.514(c) (2021). 

"Choice of payment method. Service providers providing discounted services under this subpart in 

any funding year shall, prior to the submission of the FCC Form 471, permit the billed entity to choose 

the method of payment for the discounted services from those methods approved by the 
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 UNIVERSAL SERVICE ADMINISTRATIVE COMPANY 
NEWMAN INTERNATIONAL ACADEMY 

COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND 
E-RATE SUPPORT MECHANISM RULES 

 
Executive Summary 
 
December 10, 2024 
 
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: 
 
Sikich CPA LLC1 (referred to as “Sikich” or “we”) audited the compliance of Newman 
International Academy (Beneficiary), Billed Entity Number (BEN) 17001300, using regulations 
governing the federal Universal Service E-Rate program, set forth in 47 C.F.R. Part 54, as well 
as orders and other program requirements (collectively, Federal Communications Commission 
[FCC] Rules). Compliance with the FCC Rules is the responsibility of Beneficiary. Our 
responsibility is to make a determination regarding the Beneficiary’s compliance with the FCC 
Rules based on our audit.   
 
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 the Beneficiary’s Service Providers, 2) data used to calculate the discount 
percentage and the type and amount of equipment and services received, and 3) a 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 
the FCC Rules. The evidence obtained provides a reasonable basis for our findings and 
conclusions based on the audit objectives.  
 
 

 
1 Effective December 14, 2023, we amended our legal name from “Cotton & Company Assurance and Advisory, 
LLC” to “Sikich CPA LLC” (herein referred to as “Sikich”). 
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Based on the test work performed, our audit disclosed one detailed audit finding and one other 
matter, 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 the FCC Rules 
that were in effect during the audit period. An “other matter” is a condition that does not 
necessarily constitute an FCC Rule violation but that warrants the attention of the Service 
Provider and USAC Management. 
 
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 audit disclosed that one of the Beneficiary’s Service 
Providers did not comply with FCC Rules, as set forth in the one detailed audit finding and one 
other matter discussed below.  
 

Audit Results Monetary Effect 
Recommended 

Recovery 

Finding No. 1, FCC Form 473, Service Provider 
Annual Certification (SPAC) Form at Block 2 
(2021); FCC Form 474, Service Provider Invoice 
(SPI) Form at Block 3 (2021) – Service Provider 
Invoiced the E-Rate Program for Rates That 
Exceeded Amounts Approved for Funding and 
Duplicative Services.  One of the Beneficiary’s 
Service Providers invoiced rates that exceeded the 
amounts requested on the FCC Form 471 and invoiced 
USAC for duplicative services.   

$3,237 $3,237 

Other Matter No. 1, First 2014 E-Rate Order, FCC 
14-99, para. 235 – Service Provider Billed the 
Beneficiary for the Discounted Share of Costs 
While Using the Service Provider Invoice (SPI) 
Method. One of the Beneficiary’s Service Provider 
billed the Beneficiary for the discounted share of 
service costs under the SPI method. 

$0 $0 

Total Net Monetary Effect $3,237 $3,237 
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USAC Management Response 
 
USAC management concurs with the Audit Results stated above.  See the chart below for the 
recovery amount. USAC may review other FCC forms and documents filed by the Beneficiary 
and Service Provider during the audited Funding Year that were not in the scope of this audit and 
there may be additional recoveries and/or commitment adjustments. USAC will request the 
Service Provider provide copies of policies and procedures implemented to address the issues 
identified. USAC also refers the Service Provider to our website for additional resources.  
Various links are listed below: 

● https://www.usac.org/wp-content/uploads/e-rate/documents/invoicing/e-rate-invoicing-
requirements-guide.pdf 

● https://www.usac.org/e-rate/service-providers/step-5-invoicing/fcc-form-474-filing/ 
 
USAC records show the Service Provider is currently subscribed to the E-Rate weekly News 
Brief. USAC encourages the Service Provider to review the News Brief as it contains valuable 
information about the E-Rate program.  
 

FRN Recovery Amount 

2299035493 $3,237  

Purpose, Background, Scope, and Procedures 
 
The purpose of the audit was to determine whether the Beneficiary complied with FCC Rules for 
Funding Year (FY) 2022. The Beneficiary is a school district located in Tarrant County, Texas, 
that serves more than 3,000 students.  
 
The following chart summarizes the E-Rate support amounts committed and disbursed to the 
Beneficiary for FY 2022 as of March 28, 2024, the date that our audit commenced. 

Service Type  
Amount 

Committed  
Amount 

Disbursed  

Data Transmission and/or Internet Access $134,112 $131,772 
Internal Connections  $51,678 $51,678 
Total  $185,790 $183,450 

 
The “amount committed” total represents three FCC Form 471, Description of Services Ordered 
and Certification Form, applications submitted by the Beneficiary for FY 2022 containing five 
Funding Request Numbers (FRNs). We selected a sample of three of the FRNs,2 which represent 
$144,598 of the funds committed and disbursed during the audit period. Using this sample, we 
performed the audit procedures enumerated below. 
 

 
2 Our sample included FRNs 2299035493, 2299038377, and 2299053448. 
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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 conducted 
inquiries, performed direct observation, and inspected 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 Bidding Process 

We obtained and examined documentation to determine whether the Beneficiary: 1) 
properly evaluated all bids received, and 2) considered the price of the eligible equipment 
and services as the primary factor in selecting its Service Providers. We also obtained and 
examined evidence to determine whether the Beneficiary waited the required 28 days 
from the date the FCC Form 470, Description of Services Requested and Certification 
Form, was posted on USAC’s website before signing contracts with the selected Service 
Providers. Additionally, we examined the Service Provider contracts to determine 
whether the Beneficiary and the Service Providers properly executed the contracts. 
 

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

D. Site Visit 
We performed a virtual site visit to evaluate the location and use of equipment and 
services to determine whether they were 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 and services for which 
it had requested funding and evaluated the equipment and services purchased to 
determine whether the Beneficiary used the funding in an effective manner. 
 

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

Detailed Audit Findings 
 
Finding No. 1, FCC Form 473, SPAC Form at Block 2 (2021); FCC Form 474, SPI Form at 
Block 3 (2021) – Service Provider Invoiced the E-Rate Program at Rates That Exceeded 
Amounts Approved for Funding and for Duplicative Services  
 
Condition 
One of the Beneficiary’s selected Service Providers, AT&T, incorrectly calculated eligible 
service costs when preparing the SPI Forms for services funded by FRN 2299035493.3 
Specifically, AT&T over-invoiced USAC for Internet access services, as follows:   
 

 Rates That Exceeded the Amount Approved for Funding. From September 2022 
through March 2023, AT&T invoiced the E-Rate program $1,600 monthly for the 
Beneficiary’s 10GB port connection, rather than the $1,300 that USAC approved for 
funding. As a result, AT&T over-invoiced the E-Rate program $2,135 (including 
applicable taxes).  
 

 Duplicative Services.  In September 2022, AT&T installed—and began billing for—a 
circuit upgrade at one of the Beneficiary’s locations; however, it also continued to bill for 
the replaced circuit. As a result, AT&T invoiced the E-Rate program $20,868 for circuits 
that were no longer in service. 

 

AT&T invoiced the E-Rate program a total of $68,162 (pre-discount) for services provided to the 
Beneficiary from July 2022 through March 2023. AT&T did not invoice for services from April 
through June 2023 because the costs exceeded the FRN ceiling. We reviewed AT&T’s bills for 
the entire FY and determined that the bills supported $64,116 in total eligible prediscount costs. 
As a result, AT&T over-invoiced USAC a net total of $4,046 ($68,162 less $64,116) for which 
USAC disbursed $3,237 ($4,046 multiplied by the Beneficiary’s 80 percent discount rate). 
 
Cause 
AT&T did not have adequate controls in place to ensure that amounts invoiced to the E-Rate 
program did not exceed amounts approved for funding and did not include duplicative services. 
 
Effect 
The monetary effect of this finding is $3,237 ($4,046 that was over-invoiced multiplied by the 
Beneficiary’s 80 percent discount rate). 

 
3 47 C.F.R. § 54.504(f)(4) (2021). 
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Support Type Monetary Effect Recommended Recovery 

Internet Access FRN 2299035493 $3,237 $3,237 
Total $3,237 $3,237 

 
Recommendations 
We recommend that: 
 

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

2. The Service Provider implement controls and procedures to ensure that SPI Forms are 
accurate before invoicing the E-Rate program. 

 
Service Provider Response 
AT&T has made the correction to the customer’s account and is prepared to return funds in the 
amount of $3,237 to USAC.  
 
Other Matter No. 1, First 2014 E-Rate Order, FCC 14-99, Para. 235 – Service Provider 
Billed the Beneficiary for the Discounted Share of Costs While Using the SPI Method 
 
Condition 
We obtained and examined one of the Beneficiary’s selected Service Provider’s, AT&T’s, bills 
to determine whether the Service Provider only billed the Beneficiary for the non-discounted 
portion of costs on the bills, plus the costs of any ineligible equipment and/or services.  
Specifically, for Funding Year2022, the Beneficiary elected to receive E-Rate reimbursement 
from USAC for the following FRNs using the Service Provider Invoice (SPI) method4 at the 
following discount rate:  

 
FRN Discount Rate 

2299035493 80% 
 
Under the SPI method, service providers bill beneficiaries for only the non-discounted share of 
costs for eligible equipment and services (and the costs for any ineligible equipment and 
services), and invoice USAC for the remaining discounted share of the costs for eligible 
equipment and services. Thus, under the SPI method, beneficiaries are responsible for paying 
service providers only for the non-discounted share of costs (plus the costs of any ineligible 
equipment and services), and the service provider is required to invoice USAC for the discounted 
share of costs of eligible equipment and services in order to receive payment.5 However, in this 
case, the Service Provider instead billed the Beneficiary for the full pre-discount costs of the 

 
4 Modernizing the E-Rate Program for Schools and Libraries, WC Docket No. 13-184, Order, FCC 14-99, para. 
234-235 (2014) (First 2014 E-Rate Order).  See also Federal-State Joint Board On Universal Service, CC Docket 
No. 96-45, Report and Order, FCC 97-157, at para. 586 (1997); Schools and Libraries Universal Service Support 
Mechanism, CC Docket No. 02-6, Second Report and Order and Further Notice of Proposed Rulemaking, FCC 03-
101, paras. 44, 46-47 (2003) (Second Report and Order); 47 CFR 54.514(c) (2021); 47 C.F.R. § 54.504(f)(5) (2021) 
and SPI Form, FCC Form 474, Block 3 (2021). 
5 Id. 
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eligible equipment and/or services for the FRNs listed in the table above, rather than only the 
Beneficiary’s non-discounted share of the costs (plus the costs of any ineligible equipment and 
services). After the Service Provider received reimbursement for the discounted share of the 
costs from USAC, it posted a credit for the same amount to the Beneficiary’s accounts to be 
applied to future billing periods. 
 
Cause 
The Service Provider did not have adequate controls and procedures in place to ensure 
compliance with FCC Rules. 
 
Effect 
As a result of the above-described improper use of the SPI method, the Service Provider charged 
and collected more than the Beneficiary’s non-discounted portion of costs of the eligible 
equipment and services during the period at issue. However, there is no monetary effect since the 
Service Provider ultimately passed through the SPI payments and applied E-Rate credits to the 
Beneficiary’s subsequent bills. We note that, by selecting the SPI reimbursement method, the 
Beneficiary was only required to pay the Service Provider the non-discounted portion of the 
costs of the eligible equipment and services.  Requiring that the Beneficiary pay the full pre-
discount costs and wait for reimbursement of the discounted portion of the costs in the form of a 
credit on subsequent bills is inconsistent with E-Rate program rules.6 In addition, requiring 
beneficiaries to pay the full pre-discount costs could create serious cash flow problems and could 
disproportionately affect the most disadvantaged schools and libraries.7 
 
Recommendation 
The Service Provider must implement policies, controls, and procedures to obtain and process 
FRN funding details so that it can apply billing discounts on a timely basis, and ensure that 
beneficiaries who select the SPI invoicing method are billed only for the non-discounted share of 
costs for the eligible equipment and services (plus the cost of any ineligible equipment and 
services). The Service Provider should familiarize itself with the FCC Rules related to invoicing 
at https://www.usac.org/e-rate/service-providers/step-5-invoicing/. Additionally, the Service 
Provider can learn more about E-Rate program 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/. 
 
Service Provider Response 
AT&T’s SPI method process is compliant with current FCC rules. AT&T applies E-Rate credits 
to customers’ bills after AT&T receives all information necessary to verify the services and 
accounts that are subject to the E-Rate discount. AT&T requests customers to provide relevant 
information early in the process and, in its Welcome Package, AT&T provides customers with a 
“Grid” identifying relevant information needed by AT&T to apply E-rate credits. AT&T applies 
E-rate credits to customers’ bills after receiving the completed Grid.  

 
6 See First 2014 E-Rate Order, FCC 14-99, at para. 235; Second Report and Order, FCC 03-101, at paras. 46-47 and 
First Universal Service Order, FCC 97-157, para. 586.  
7 See Second Report and Order, FCC 03-101, at para. 47. 
 

Page 229 of 254 



 

                                                                  
 

 USAC Audit No. SL2024LR020                                                                              Page 8 of 11  
 

In this case, the customer did not provide AT&T with the completed Grid until 10/27/2023 (4 
months after the end of funding year 2022). The late Grid receipt required AT&T to 
systematically process disbursements & ensure posting to the bill prior to invoicing USAC. 

NOTE: The FCC is considering this issue of SPI invoicing in a current rulemaking 
proceeding.  AT&T is an active participant in the proceeding and has filed both comments and 
reply comments explaining its SPI processes.  Please refer to AT&T comments8.  

Auditor Response 
Although the Service Provider stated that E-Rate credits were delayed due to late submission of 
the required information by the Beneficiary, the SPI invoicing method the Beneficiary is only 
required to pay for the non-discounted portion of the costs of E-Rate eligible equipment and 
services (plus the cost of any ineligible equipment and services). Additionally, there is increased 
risk that the Beneficiary could overpay its non-discounted share of the costs of eligible 
equipment and services when discounts are not applied on a monthly basis, because it is more 
difficult to detect missing or inaccurate discounts when they are not recorded in the same month 
that services are billed. Because asking the Beneficiary to pay both the discounted and non-
discounted portions of the cost of eligible equipment and services (plus the cost of any ineligible 
equipment and services) upfront is not consistent with the intent of the SPI invoicing method, our 
position regarding the other matter has not changed.  
 
Criteria 

Finding Criteria Description 

1 FCC Form 473, 
Service 
Provider 
Annual 
Certification 
(SPAC) Form, 
OMB 3060-
0856, at Block 
2 (2021) 

9. I certify that the Service Provider Invoice Forms (FCC Form 474) 
that are submitted by this Service Provider contain requests for 
universal service support for services which have been billed to the 
Service Provider’s customers on behalf of schools, libraries, and 
consortia of those entities, as deemed eligible for universal service 
support by the fund administrator. 
 
10. I certify that the Service Provider Invoice Forms (FCC Form 
474) that are submitted by this Service Provider are based on bills 
or invoices issued by the Service Provider to the Service Provider’s 
customers on behalf of schools, libraries, and consortia of those 
entities as deemed eligible for universal service support by the fund 
administrator, and exclude any charges previously invoiced to the 
fund administrator for which the fund administrator has not issued a 
reimbursement decision. 

 

8 See, AT&T Comments and Reply Comments, Schools and Libraries Universal Service Support Mechanism; 
Federal -State Joint Board on Universal Service; Changes to the Board of Directors of the National Exchange 
Carrier Association, Inc., Report and Order and Further Notice of Proposed Rulemaking, CC Docket No. 02-6; CC 
Docket No. 96-45, CC Docket No. 97-21, released July 21, 2023.  
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Finding Criteria Description 

11. I certify that the bills or invoices submitted by this Service 
Provider to the Billed Entity are for equipment and services eligible 
for universal service support by the Administrator and exclude any 
charges previously invoiced to the Administrator by the Service 
Provider. 
 
23. I certify that, in addition to the foregoing, this Service Provider 
is in compliance with the rules and orders governing the schools 
and libraries universal service support program, and acknowledges 
that failure to be in compliance and remain in compliance with 
those rules and orders may result in the denial of discount funding 
and/or cancellation of funding commitments. 

1 

FCC Form 474 
Service 
Provider 
Invoice (SPI) 
Form at Block 3 
(2021) 

I declare under penalty of perjury that the foregoing is true and 
correct and that I am authorized to submit this Service Provider 
Invoice Form (FCC Form 474) and acknowledge to the best of my 
knowledge, information and belief, as follows: 
 
A. I certify that this Service Provider is in compliance with the rules 
and orders governing the schools and libraries universal service 
support program and I acknowledge that failure to be in compliance 
and remain in compliance with those rules and orders may result in 
the denial of discount funding and/or cancellation of funding 
commitments. 

1 47 C.F.R. § 
54.504(f)(4) 
(2021) 

The FCC Form 473 shall be signed by an authorized person and 
shall include that person’s certification under oath that: The service 
provider listed on the FCC Form 473 certifies that the invoices that 
are submitted by this Service Provider to the Billed Entity for 
reimbursement pursuant to Billed Entity Applicant Reimbursement 
Forms (FCC Form 472) are accurate and represent payments from 
the Billed Entity to the Service Provider for equipment and services 
provided pursuant to E-rate program rules.  

 
 

Other 
Matter 

Criteria Description 

1 Modernizing the E-
rate Program for 
Schools and 
Libraries, WC 
Docket No. 13-184, 
Report and Order 
and Further Notice 
of Proposed 

We take this opportunity to reiterate that E-Rate 
applicants continue to have the option of electing BEAR 
or SPI reimbursement. Thus, when the applicant pays 
only the discounted cost of the services directly to the 
service provider through the SPI process, the service 
provider will continue to file a SPI form with USAC to 
receive reimbursement. 
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Other 
Matter 

Criteria Description 

Rulemaking, FCC 
14-99, para. 235 
(2014) (First 2014 
E-Rate Order)   

1 Modernizing the E-
rate Program for 
Schools and 
Libraries, WC 
Docket No. 13-184, 
Report and Order 
and Further Notice 
of Proposed 
Rulemaking, FCC 
14-99, para. 234, 
n.567 (2014) (First 
2014 E-Rate Order) 

Applicants also have the option of using the Service 
Provider Invoicing (SPI) process.  Under the SPI process 
the applicant pays only the reduced cost of the services 
directly to the service provider, and then the service 
provider must file an FCC Form 47[4] (SPI Form) with 
USAC to receive its reimbursement. 

1 Federal-State Joint 
Board on Universal 
Service, CC Docket 
No. 96-45, Report 
and Order, FCC 97-
157, para. 586 
(1997)  

We conclude that requiring schools and libraries to pay in 
full could create serious cash flow problems for many 
schools and libraries and would disproportionately affect 
the most disadvantaged schools and libraries.  
 

1 Schools and 
Libraries Universal 
Service Support 
Mechanism, CC 
Docket No. 02-6, 
Second Report and 
Order and Further 
Notice of Proposed 
Rulemaking, FCC 
03-101, paras. 44, 
46-47 (2003) 

We first conclude that we should adopt a rule requiring 
service providers to give applicants the choice each 
funding year either to pay the discounted price or to pay 
the full price and then receive reimbursement through the 
BEAR process. . . . .We find that providing applicants with 
the right to choose [their] payment method is consistent 
with section 254. Although section 254(h)(1)(B) requires 
that telecommunications carriers providing discounted 
service be permitted to choose the method by which they 
receive reimbursement for the discounts that they provide 
to schools and libraries, i.e., between receiving either a 
reimbursement for the discount or an off-set against their 
obligations to contribute to the universal service fund, the 
statute does not require that they be permitted to choose 
the method by which they provide those discounts to the 
school or library in the first place. 
 
In addition, we find that providing applicants with the 
right to choose which payment method to use will help to 
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Other 
Matter 

Criteria Description 

ensure that all schools and libraries have affordable 
access to telecommunications and Internet access 
services. The Commission previously noted in the 
Universal Service Order that “requiring schools and 
libraries to pay in full could create serious cash flow 
problems for many schools and libraries and would 
disproportionately affect the most disadvantaged schools 
and libraries.”. In light of the record before us, we 
conclude that the potential harm to schools and libraries 
from being required to make full payment upfront, if they 
are not prepared to, justifies giving applicants the choice 
of payment method.  

1 47 CFR 54.514(c) 
(2021) 

Choice of payment method. Service providers providing 
discounted services under this subpart in any funding 
year shall, prior to the submission of the FCC Form 471, 
permit the billed entity to choose the method of payment 
for the discounted services from those methods approved 
by the Administrator, including by making a full, 
undiscounted payment and receiving subsequent 
reimbursement of the discount amount from the 
Administrator. 

1 47 C.F.R. § 
54.504(f)(5) (2021) 

The service provider listed on the FCC Form 473 certifies 
that the bills or invoices issued by this service provider to 
the billed entity are for equipment and services eligible 
for universal service support by the Administrator, and 
exclude any charges previously invoiced to the 
Administrator by the service provider. 

1 Service Provider 
Invoice (SPI) Form, 
FCC Form 474, 
Block 3 (2021) 

Item A - I certify that this Service Provider is in 
compliance with the rules and orders governing the 
schools and libraries universal service support program 
and I acknowledge that failure to be in compliance and 
remain in compliance with those rules and orders may 
result in the denial of discount funding and/or 
cancellation of funding commitments. 

 
Sikich CPA LLC 
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333 John Carlyle Street, Suite 500 
Alexandria, VA 22314 
703.836.1350 

UNIVERSAL SERVICE ADMINISTRATIVE COMPANY 

NASH-EDGECOMBE ECONOMIC DEVELOPMENT, INC. 
COMPLIANCE WITH THE FEDERAL UNIVERSAL SERVICE FUND 

E-RATE SUPPORT MECHANISM RULES

Executive Summary 

July 3, 2024 

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: 

Sikich CPA LLC1 (referred to as “we”) audited the compliance of Nash-Edgecombe Economic 
Development, Inc. (Beneficiary), Billed Entity Number (BEN) 16073196, using regulations set 
forth in 47 C.F.R. Part 54 and orders and other program requirements governing the federal 
Universal Service E-Rate program (collectively, Federal Communications Commission [FCC] 
Rules). Compliance with FCC Rules is the responsibility of the Beneficiary. Our responsibility is 
to make a determination regarding the Beneficiary’s compliance with FCC Rules based on our 
performance audit. 

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, evidence supporting the competitive bidding process 
undertaken to select service providers, data used to calculate the discount percentage and the 
type and amount of services received, a virtual inventory of equipment purchased and 
maintained, as well as 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 audit disclosed seven detailed audit findings, 

1 Effective December 14, 2023, we amended our legal name from “Cotton & Company Assurance and Advisory, 
LLC” to “Sikich CPA LLC” (herein referred to as “Sikich”).   
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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.  

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 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. 

Audit Results and Recovery Action 

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

Audit Results 
Monetary 

Effect2 
Overlapping 

Recovery3 
Recommended 

Recovery4 

Downward 
Commitment 
Adjustment 

Finding No. 1, 47 C.F.R 
54.501(a)(1) (2020) – Beneficiary 
Did Not Allocate Services 
Requested Between Eligible and 
Ineligible Programs. The 
Beneficiary did not remove the cost 
of services for ineligible programs 
from one of its funding requests. 

$31,149 $0 $31,149 $31,149 

Finding No. 2, 47 C.F.R. § 
54.502(a) (2020) – Service Provider 
Invoiced E-Rate Program for 
Ineligible Services. One of the 
Beneficiary’s Service Providers 
invoiced the E-Rate program for 
ineligible network administration 
services. 

$9,690 $0 $9,690 $0 

Finding No. 3, FCC Form 473, 
Service Provider Annual 
Certification (SPAC) Form at 

$6,278 $0 $6,278 $0 

2 The monetary effect column represents the actual dollar effect of the finding without taking into account any 
recovery that overlaps between findings. The total in this column may therefore be more than the amount that was 
committed and disbursed to the Beneficiary. 
3 The overlapping recovery column represents disbursements that have already been recommended for recovery in a 
previous finding and therefore cannot be recovered as part of the current finding. 
4 Amounts in the recovery column may be less than the amounts reported for individual findings because we have 
eliminated overlapping recovery amounts to avoid duplicative recoveries. 
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Audit Results 
Monetary 

Effect2 
Overlapping 

Recovery3 
Recommended 

Recovery4 

Downward 
Commitment 
Adjustment 

Block 2, FCC Form 474 (2020), 
Service Prover Invoice (SPI) Form 
at Block 3 (2020) – Service 
Provider Invoiced the E-Rate 
Program for Amounts Exceeding 
those Approved for Funding. One 
of the Beneficiary’s Service 
Providers invoiced the E-Rate 
program Internet access fees for more 
connections than had been approved 
for funding. 
Finding No. 4, FCC Form 473, 
SPAC Form at Block 2, FCC Form 
474 (2020), SPI Form at Block 3 
(2020) – Service Provider Invoiced 
the E-Rate Program for 
Equipment Not Provided. One of 
the Beneficiary’s Service Providers 
invoiced the E-Rate program for 
equipment that differed from the 
equipment actually provided to the 
Beneficiary. 

$813 $0 $813 $0 

Finding No. 5, 47 C.F.R. § 
54.507(d) (2020) – Service Provider 
Invoiced the E-Rate Program for 
Services Delivered Outside the 
Funding Year. One of the 
Beneficiary’s Service Providers 
invoiced the E-Rate program for 
services provided after the funding 
year ended. 

$5,653 $5,653 $0 $0 

Finding No. 6, FCC Form 473, 
SPAC Form at Block 2, FCC Form 
474 (2020), SPI Form at Block 3 
(2020) – Service Providers Invoiced 
the E-Rate Program for Amounts 
Not Reconciled to the Service 
Provider Bills. One of the 
Beneficiary’s Service Providers 
invoiced the E-Rate program for 
services not billed to the Beneficiary. 

$0 $0 $0 $0 
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Audit Results 
Monetary 

Effect2 
Overlapping 

Recovery3 
Recommended 

Recovery4 

Downward 
Commitment 
Adjustment 

Finding No. 7, 47 C.F.R. §54.511(a) 
(2020) – Beneficiary Failed to 
Comply with Competitive Bidding 
Requirements. The Beneficiary did 
not consider all bids received when it 
procured internal connections 
equipment. 

$0 $0 $0 $0 

Total Net Monetary Effect $53,583 $5,653 $47,930 $31,149 

Lack of Beneficiary Response to the Audit Report 

We sent the draft audit report to the Beneficiary on April 22, 2024, and asked for its formal 
written response to the audit findings by May 6, 2024. In response to the Beneficiary’s requests 
for additional time, we repeatedly extended the due date for the final report. As we still had not 
received a formal response5 from the Beneficiary as of July 1, 2024, over two months after the 
draft audit report was provided, we informed the Beneficiary that we would be submitting our 
draft audit report to USAC without its response.  

Lack of Service Provider Response to the Audit Report 

We sent two of the Beneficiary’s Service Providers details on audit findings relevant to the 
Service Provider and requested their responses by May 6, 2024. One of the Service Providers, 
Sunshine Solutions, did not provide responses to the audit findings. We followed up with 
Sunshine Solutions by e-mail on June 3, 2024. The Service Provider replied on June 7 that it 
would respond to the audit findings by June 10, but as of July 1, 2024, we had not received its 
responses. We submitted our draft audit report to USAC without Sunshine Solutions’ responses. 
The other Service Provider’s responses were received and are included in this report. 

USAC Management Response 

USAC Management concurs with the Audit Results stated above and will issue a downward 
commitment adjustment and seek a recovery of funds as recommended. See the chart below for 
the recovery amounts. USAC may review other FCC forms and documents filed by the 
Beneficiary and Service Provider during the audited Funding Year that were not in the scope of 
this audit and there may be additional recoveries and/or commitment adjustments. USAC will 
request that the Beneficiary 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: 
 https://www.usac.org/e-rate/service-providers/step-5-invoicing/

5 Although a formal response was not provided, the Beneficiary did provide additional documentation in response to 
the draft report that was sufficient to resolve a finding originally included in the draft audit report, which reduced 
recommended recovery by $38,733. We have modified our report accordingly. 
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 https://www.usac.org/e-rate/applicant-process/before-you-begin/eligible-services-
overview/cost-allocations-for-services/.

 https://www.usac.org/e-rate/learn/webinars/ (E-Rate Fall Training: E-Rate Program
Overview, October 3, 2023). (Please see timestamp 14:15-18:55).

 https://www.usac.org/e-rate/learn/webinars/ (E-Rate Fall Training: Invoicing, November
09, 2023). (Please see timestamps 8:50-11:15, 13:35-14:20, 23:40-26:05, 29:05-30:30, and
56:50-58:40).

 https://www.usac.org/wp-content/uploads/e-rate/documents/Webinars/2023/Filing-the-
FCC-Form-470-and-Competitive-Bidding.pdf (Please see slide 44).

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

FRN Recovery Amount 

2199038471 $37,427 
2199040072 $9,690 
2199038689 $813 
Total $47,930 

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) 2021. The Beneficiary is a school district located in Rocky Mount, North 
Carolina, that serves approximately 633 Head Start students.  

The following chart summarizes the E-Rate program support amounts committed and disbursed 
to the Beneficiary for FY 2021 as of November 14, 2023, the date that we completed our initial 
fieldwork testing.6 

Service Type 
Amount 

Committed 
Amount 

Disbursed 

Internal Connections $14,076 $14,076 
Basic Maintenance of Internal Connections $9,690 $9,690 
Internet Access $299,587 $265,468 
Total $323,353 $289,234 

The “amount committed” total represents two FCC Form 471 Description of Services Ordered 
and Certification Form, applications submitted by the Beneficiary for FY 2021 that resulted in 
six Funding Request Numbers (FRNs). We selected a sample of four FRNs7, which represent 

6 On November 14, 2023, we expanded the audit scope to include $43,695 disbursed for FRN 2199038471 after our 
audit announcement date of February 22, 2023. 
7 We tested FRNs 2199009885, 2199040072, 2199038471, and 2199038689. 
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$318,485 of the funds committed and $289,234 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. We obtained and examined documentation to determine whether it supported 
the Beneficiary’s effective use of funding and to ensure adequate controls existed to 
determine whether funds were used in accordance with FCC Rules. We conducted 
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 its accuracy. 
 

B. Competitive Bidding Process 
We obtained and examined documentation to determine whether all bids received were 
properly evaluated and price of the eligible services and goods was the primary factor 
considered. 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. We examined the Service Provider contracts to determine whether they were 
properly executed 
 

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, Billed Entity 
Applicant Reimbursement (BEAR) Forms; FCC Form 474, Service Provider Invoice 
(SPI) Forms, and corresponding Service Provider bills were consistent with the terms and 
specifications of the selected Service Provider agreements. We also examined 
documentation to determine whether the Beneficiary paid its non-discounted share to the 
Service Providers in a timely manner. 
 

D. Site Visit 
We performed a virtual inspection to confirm the location and use of equipment and 
services to determine whether they were 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 and services for which 
funding was requested. We also evaluated the equipment and services the Beneficiary 
purchased to determine whether the Beneficiary used the funding in an effective manner. 
 

E. Reimbursement Process 
We obtained and examined invoices submitted for reimbursement for the equipment and 
services delivered to the Beneficiary and performed procedures to determine whether 
USAC was invoiced properly. We reviewed invoices associated with the BEAR and SPI 
Forms for equipment and services provided to the Beneficiary. We verified that the 
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equipment and services identified on the BEAR Forms and SPI Forms and corresponding 
Service Provider bills were consistent with the terms and specifications of the selected 
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. § 54.501(a)(1) (2020) – Beneficiary Did Not Allocate Requested 
Services Between Eligible and Ineligible Programs 
 
Condition 
The Beneficiary requested funding for Internet access services for nine locations under FRN 
2199038471. The locations included two non-instructional facilities (NIFs) that also housed 
programs that were unrelated to the educational Head Start program8 and were therefore 
ineligible for E-Rate program funding. The Beneficiary internally applied allocation percentages 
to remove the ineligible costs allocable to the unrelated programs in its financial system and it 
paid its non-discount share from the multiple program accounts; however, it did not remove the 
ineligible costs from its FCC Form 471 request for services. Further, it did not inform the Service 
Provider that a portion of its fees were ineligible. As a result, the Beneficiary received funding 
for—and the Service Provider invoiced the E-Rate program for—all Internet access services for 
these locations. Based on the Beneficiary’s allocation percentages, $34,610 of the Beneficiary’s 
FY 2021 internet access services related to ineligible programs and therefore should not have 
been invoiced to the E-Rate program. 
  
The Beneficiary stated that it had erroneously allocated these costs to the other programs. It 
provided bills for Internet access services from another Service Provider at the administrative 
sites and stated that the other programs only used those services. However, we noted that the 
other Service Provider’s bills were also allocated to the Head Start program, and the Beneficiary 
could not provide documentation supporting its assertion that the other programs did not use the 
Internet access services funded by FRN 2199038471. 
 
Cause 
The Beneficiary did not have adequate policies, controls and procedures in place to ensure it 
removed costs related to ineligible locations from its E-Rate funding requests. 
 
Effect 
The monetary effect of this finding is $31,149 ($34,610 multiplied by the Beneficiary’s 90 
percent discount rate).  
 

 
8 The two unrelated programs were the Community Service Block Grant (CSBG) and Section 8 programs. CSBG 
funding provides employment, education (e.g., summer education programs, college-readiness preparation support 
and adult literacy classes), income and asset building services, housing nutrition, emergency services and/or 
healthcare based on community needs. Section 8, also known as the Housing Choice Voucher Program, is a federal 
program for assisting low-income families, the disabled and elderly with housing. 
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Support Type 
Monetary 

Effect 
Recommended 
for Recovery 

Downward Commitment 
Adjustment 

Internet Access FRN 2199038471 $31,149 $31,149 $31,149 

 
Recommendations 
We recommend that: 
 

1. The E-Rate program seek recovery of, and record a downward commitment adjustment 
for, the amounts identified in the Effect section above. 
 

2. The Beneficiary implement policies, controls and procedures to ensure that it only 
requests E-Rate program funding for eligible services. 

 
Beneficiary Response  
As explained in Audit Results and Recovery Action section above, the Beneficiary did not 
provide a formal written response to the draft audit report findings. 
 
Finding No. 2, 47 C.F.R. § 54.502(a) (2020) – The Service Provider Invoiced E-Rate 
Program for Ineligible Services 
 
Condition 
Sunshine Solutions, the Service Provider for the Basic Maintenance of Internal Connections 
(BMIC) services funded under FRN 2199040072, invoiced the E-Rate program for ineligible 
services. Specifically, the contract between the Beneficiary and the Service Provider described 
the BMIC services as “Support, 12-month 24x7 email & phone support,” and included providing 
the Beneficiary with network administrative services, which are not eligible in accordance with 
the FY 2021 Eligible Services List.9 Although the Service Provider’s bills did not provide any 
detail regarding the services provided, its maintenance logs indicate that the Service Provider set 
up laptops and e-mail accounts and provided troubleshooting for e-mail issues. Further, the 
Service Provider stated that its services included inspecting and maintaining network cables and 
connections, updating, and optimizing network switches and routers, and handling Wi-Fi access 
points, as well as changing passwords, fixing viruses, monitoring Microsoft Exchange, and 
setting up email for new staff.  
 
The Service Provider invoiced the E-Rate program for $11,400 for the BMIC services. Although 
some of these services may be eligible for E-Rate program funding, because neither the 
Beneficiary nor the Service Provider maintained records to support which costs related to 
ineligible services, we cannot determine the amount eligible for E-Rate funding. 
 

 
9 See Modernizing the E-Rate Program for Schools and Libraries, WC Docket No. 13-184, Order, DA 20-1418, 
Eligible Services List for Funding Year 2021, Appendix B (WCB 2020). 
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Cause 
The Service Provider did not have adequate policies, controls and procedures in place to ensure it 
did not invoice the E-Rate program for ineligible services. The Beneficiary did not have 
adequate policies and procedures to ensure that it did not request E-Rate funding for ineligible 
services.  
 
Effect  
The monetary effect of this finding is $9,690 ($11,400 multiplied by the Beneficiary’s 85 percent 
discount rate). 
 

Support Type Monetary Effect Recommended for Recovery 

BMIC FRN 2199040072 $9,690 $9,690 
 
Recommendations 
We recommend that: 
 

1) The E-Rate program seek recovery of the amount identified in the Effect section above.  
 

2) The Service Provider implement policies, controls and procedures to ensure that it only 
invoices the E-Rate program for the cost of eligible services that USAC has approved for 
funding. 
 

3) The Beneficiary implement policies and procedures to ensure that it does not request E-
Rate funding for ineligible services. 
 

Service Provider Response  
As explained in Audit Results and Recovery Action section above, the Service Provider did not 
provide a response to the draft audit report findings. 

Beneficiary Response 
As explained in Audit Results and Recovery Action section above, the Beneficiary did not 
provide a formal written response to the draft audit report findings. 

Finding No. 3, FCC Form 473, SPAC Form at Block 2 (2020); FCC Form 474, SPI Form at 
Block 3 (2020) – Service Provider Invoiced E-Rate Program for Amounts Exceeding Those 
Approved for Funding  
 
Condition 
Cost Cutters, the Service Provider for Internet access services funded by FRN 2199038471, 
invoiced the E-Rate program for more Internet connections than had been approved for 
funding.10 Specifically, the Service Provider invoiced the E-Rate program monthly for Internet 
connections at nine locations. On November 5, 2021, the Service Provider submitted an 
additional SPI for $6,975 for three months (July - September 2021) of service to a tenth location 

 
10 47 C.F.R. § 54.504(f)(4), (5) (2020). 
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(207 East Pine Street). However, this billing exceeded the amount funded in the Beneficiary’s 
FCC Form 471 for this FRN, which only requested funding for nine Internet connections. 
 
Cause 
The Service Provider did not have adequate policies, controls and procedures in place to ensure 
that it only invoiced USAC for services that had been approved for funding.  
 
Effect  
The monetary effect of this finding is $6,278 ($6,975 multiplied by the Beneficiary’s 90 percent 
discount rate).   
 

Support Type Monetary Effect Recommended for Recovery 

Internet Access FRN 2199038471  $6,278 $6,278 
 
Recommendation 
We recommend that:  
 

1) The E-Rate program seek recovery of the amount identified in the Effect section above.  
 

2) The Service Provider implement policies, controls and procedures to ensure that it only 
invoices the E-Rate program for the cost of services that were approved for funding. 

 
Service Provider Response 
This was a clerical error made as the tenth location was approved for the years prior and we 
were unaware that the number of locations were reduced in the 471. We will review the 471 
filing more closely at the start of each Funding year. 
 
Finding No. 4, FCC Form 473, SPAC Form at Block 2 (2021); FCC Form 474, SPI Form at 
Block 3 (2020) – Service Provider Invoiced E-Rate Program for Equipment Not Provided 
 
Condition 
Sunshine Solutions, the Service Provider for the internal connections services funded under FRN 
2199038689, invoiced the E-Rate program for equipment that differed from the equipment the 
Service Provider actually provided to the Beneficiary.11 Specifically, the Beneficiary requested 
E-Rate program funding for a 50U rack on its FCC Form 471 and specified this item in its 
contract with the Service Provider. The Service Provider subsequently determined that the larger 
rack was unnecessary and instead provided the Beneficiary with a 20U rack. However, the 
Service Provider still billed the Beneficiary for the 50U rack (which totaled $1,289) rather than 
for the 20U rack that it actually installed (which totaled $333, per the Service Provider’s 
records). 
 

 
11 47 C.F.R. § 54.504(f)(4), (5) (2020). 
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Cause 
The Service Provider did not have adequate policies, controls and procedures in place to ensure 
that it accurately billed the Beneficiary for the equipment delivered. 
 
Effect 
The monetary effect of this finding is $813 ($1,289 - $333 = $956, multiplied by the 
Beneficiary’s 85 percent discount rate).  
 

Support Type Monetary Effect 
Recommended for 

Recovery 

Internal Connections FRN 2199038689 $813 $813 
 
Recommendations 
We recommend that: 
 

1) The E-Rate program seek recovery of the amount identified in the Effect section above.  
 

2) The Service Provider implement policies, controls and procedures to ensure that it 
accurately invoices the E-Rate program for equipment delivered to the Beneficiary. 
 

Service Provider Response 
As explained in Audit Results and Recovery Action section above, the Service Provider did not 
provide a response to the audit report findings. 
 
Finding No. 5, 47 C.F.R. § 54.507(d) (2020) – Service Provider Invoiced the E-Rate 
Program for Services Delivered Outside the Funding Year 
 
Condition 
Sunshine Solutions, the Service Provider for the BMIC services funded under FRN 2199040072, 
invoiced the E-Rate program $11,400 for FY 2021 services under this FRN.12 However, the 
Service Provider’s bill supports that the $11,400 in services were provided from February 2022 
through January 2023. The services therefore extended 7 months beyond USAC’s FY 2021 
service delivery deadline of June 30, 2022. The cost of the services billed and invoiced to USAC 
for the 7 months that took place outside the funding year was $6,650 ($11,400/12=$950 per 
month, multiplied by 7 months). 
 
Cause 
The Service Provider did not have adequate policies, controls and procedures in place to ensure 
that it only invoiced the E-Rate program for costs incurred during the relevant funding year. 
 

 
12 47 C.F.R. § 54.504(f)(4), (5) (2020). 
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Effect  
The monetary effect of this finding is $5,653 ($6,650 multiplied by the Beneficiary’s 85 percent 
discount rate). We do not recommend recovery because these fees duplicate amounts 
recommended for recovery in Finding No. 3. 
 

Support Type Monetary Effect Recommended for Recovery 

Internal Connections FRN 2199040072 $5,653 $0 
 
Recommendation 
We recommend that the Service Provider implement policies, controls and procedures to ensure 
that it only invoices the E-Rate program for the cost of services provided during the relevant 
funding year. 
 
Service Provider Response 
As explained in Audit Results and Recovery Action section above, the Service Provider did not 
provide a response to the audit report findings. 
 
Finding No. 6, FCC Form 473, SPAC Form at Block 2 (2020); FCC Form 474, SPI Form at 
Block 3 (2020) – Service Provider Invoiced E-Rate Program for Amounts Not Reconciled to 
Service Provider Bills 
 
Condition 
Sunshine Solutions, the Service Provider for internal connections funded under FRN 
2199038689, submitted a SPI Form for $16,561 for FY 2021 services. Initially, the Beneficiary 
was unable to provide support for the $16,561 in invoiced costs as the Service Provider had not 
billed them for their non-discount share. However, the Beneficiary later obtained the bill from 
the Service Provider and paid its non-discount share in May 2023, in response to our audit 
requests. 
 
Cause 
The Service Provider did not have adequate policies, controls and procedures in place to ensure 
that it only invoiced the E-Rate program for services billed to the Beneficiary. 
 
Effect  
The monetary effect for FRN 2199038689 is $14,905 ($16,561 multiplied by the Beneficiary’s 
90 percent discount rate). However, because the Beneficiary has paid its non-discount share of 
costs invoiced for FRN 2199038689, we are not recommending recovery of that amount. 
 

Support Type Monetary Effect 
Recommended for 

Recovery 

Internal Connections  
FRN 2199038689 $14,905 

 
$0 
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Recommendation 
We recommend that the Service Provider implement policies, controls and procedures to ensure 
that it does not submit invoices to the E-Rate program before it bills the Beneficiary for its non-
discounted share. 
 
Service Provider Response 
As explained in Audit Results and Recovery Action section above, the Service Provider did not 
provide a response to the audit report findings. 
 
Finding No. 7, 47 C.F.R. § 54.511(a) (2020) – Beneficiary Failed to Comply with 
Competitive Bidding Requirements  
 
Condition 
The Beneficiary did not appropriately document its evaluation of, or consider all bids received 
when it procured internal connections equipment for FRN 2199038689.13 The Beneficiary’s FCC 
Form 471 for this FRN indicated that it only received one bid for internal connections, from a 
Service Provider called Sunshine Solutions. However, the Beneficiary’s bid documentation 
showed that it had received and evaluated two bids for this procurement. In addition, in response 
to our audit inquiries, a third service provider, CDW-G, provided us with a copy of the bid it had 
submitted for this procurement, which the Beneficiary did not evaluate. We compared the three 
bids received and determined that the Service Provider the Beneficiary selected, Sunshine 
Solutions, offered the lowest price for the equipment procured. The Beneficiary therefore 
appears to have awarded the contract to the most cost-effective bidder, despite its issues in 
documenting and executing the procurement of this equipment.14 
 
Cause 
The Beneficiary did not have sufficient  policies, controls and procedures in place to ensure that 
it properly evaluated, or documented its evaluation of, all bids received for E-Rate services. 
 
Effect 
This has no monetary effect because the contract was awarded to the lowest cost bidder. 
However, by not properly documenting and evaluating bids, the Beneficiary is not complying 
with FCC Rules regarding documentation and risks improperly awarding contracts based on bids 
that are not cost-effective.15 
 

 
13 47 C.F.R. §54.503(c)(2)(ii)(B) (2020); 47 C.F.R. §54.504(a)(1)(ix) (2020); and 47 C.F.R. §54.516(a)(1) (2020) 
require that beneficiaries consider all submitted bids and retain documentation to support compliance with E-Rate 
regulations. 
14 See Requests for Review of Decisions of the Universal Service Administrator by Allendale County School District 
et al.; Schools and Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Order, 26 FCC Rcd 6109, 
6115-17, DA 11-723 paras. 10-12 (WCB 2011) (waiving the requirement that an applicant be able to demonstrate 
that it used price as the primary factor in vendor selection when the applicant selected the lowest priced option and 
there was no evidence of waste, fraud or abuse).  
15 See e.g. Requests for Review of Decisions of the Universal Service Administrator by Central Islip Free Union 
School District, CC Docket No. 02-6, Order, 26 FCC Rcd 8630, FCC 11-1087, paras. 4, 12, 19, 21 (WCB 2011). 
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Recommendation 
We recommend that the Beneficiary implement policies, controls and procedures to ensure that it 
includes all bids received when performing its bid evaluations and that it maintains sufficient 
documentation to support it complies with FCC Rules regarding competitive bidding.  
 
Beneficiary Response 
As explained in Audit Results and Recovery Action section above, the Beneficiary did not 
provide a response to the draft audit report findings. 

Criteria 

Finding Criteria Description 

1 47 C.F.R. § 
54.501(a)(1) (2020) 

Only schools meeting the statutory definition of 
“elementary school” or “secondary school” as defined 
in § 54.500 of 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 47 C.F.R. § 54.502(a) 
(2020) 

Supported services. All supported services are listed in 
the Eligible Services List as updated annually in 
accordance with paragraph (d) of this section. The 
services in this subpart will be supported in addition to 
all reasonable charges that are incurred by taking such 
services, such as state and federal taxes. Charges for 
termination liability, penalty surcharges, and other 
charges not included in the cost of taking such service 
shall not be covered by the universal service support 
mechanisms. The supported services fall within the 
following general categories: 

(1) Category one. Telecommunications services, 
telecommunications, and Internet access, as defined in § 
54.5 and described in the Eligible Services List are 
category one supported services. 

(2) Category two. Internal connections, basic 
maintenance and managed internal broadband services 
as defined in § 54.500 and described in the Eligible 
Services List are category two supported services. 

2 Modernizing the E-
Rate Program for 
Schools and 
Libraries, WC 
Docket No. 13-184, 
Order , DA 20-1418, 
Eligible Services List 

Eligibility limitations for basic maintenance. . . .. Basic 
maintenance does not include . . . network management 
services, including 24-hour networking monitoring. 
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Finding Criteria Description 
for Funding Year 
2021, Appendix B 
(WCB 2020) 

3, 4, 6 FCC Form 473, 
Service Provider 
Annual Certification 
(SPAC) Form at 
Block 2 (2020) 

9. I certify that the Service Provider Invoice Forms 
(FCC Form 474) that are submitted by this Service 
Provider contain requests for universal service support 
for services which have been billed to the Service 
Provider’s customers on behalf of schools, libraries, 
and consortia of those entities, as deemed eligible for 
universal service support by the fund administrator. 

10. I certify that the  Service Provider Invoice Forms 
(FCC Form 474) that are submitted by this Service 
Provider are based on bills or invoices issued by the 
Service Provider to the Service Provider’s customers on 
behalf of schools, libraries, and consortia of those 
entities as deemed eligible for universal service support 
by the fund administrator, and exclude any charges 
previously invoiced to the fund administrator for which 
the fund administrator has not vet issued a 
reimbursement decision. 

11. I certify that the invoices submitted by the Service 
Provider to the Billed Entity are for equipment and 
services eligible for universal service support by the 
Administrator and exclude any charges previously 
invoiced to the Administrator by the Service Provider.  

   

12. I certify that any requests for reimbursement that 
are sought under a Service Provider Invoice Form 
(FCC Form 474) for discounts for products or services 
that contain both eligible and ineligible components are 
properly allocated as required by the Commission’s 
rules at 47 C.F.R. § 54.504(e). 

3, 4, 6 FCC Form 474, 
Service Provider 
Invoice (SPI) Form at 
Block 3 (2020) 

I declare under penalty of perjury that the foregoing is 
true and correct and that I am authorized to submit this 
Service Provider Invoice Form (FCC Form 474) and 
acknowledge to the best of my knowledge, information 
and belief, as follows: 

A. I certify that this Service Provider is in compliance 
with the rules and orders governing the schools and 
libraries universal service support program and I 
acknowledge that failure to be in compliance and 
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Finding Criteria Description 
remain in compliance with those rules and orders may 
result in the denial of discount funding and/or 
cancellation of funding commitments. 

3, 4, 5, 
6 

47 C.F.R. § 
54.504(f)(4), (5) 
(2020) 

(f)(4) The FCC Form 473 shall be signed by an 
authorized person and shall include that person’s 
certification under oath that. . . The service provider 
listed on the FCC Form 473 certifies that the invoices 
that are submitted by this Service Provider to the Billed 
Entity for reimbursement pursuant to Billed Entity 
Applicant Reimbursement Forms (FCC Form 472) are 
accurate and represent payments from the Billed Entity 
to the Service Provider for equipment and services 
provided pursuant to E-rate program rules.  
 
(f)(5) The FCC Form 473 shall be signed by an 
authorized person and shall include that person’s 
certification under oath that. . . The service provider 
listed on the FCC Form 473 certifies that the bills or 
invoices issued by this service provider to the billed 
entity are for equipment and services eligible for 
universal service support by the Administrator, and 
exclude any charges previously invoiced to the 
Administrator by the service provider. 

5 47 C.F.R. § 54.507(d) 
(2020) 

Annual filing requirement. (1) Schools and libraries, 
and consortia of such eligible entities shall file new 
funding requests for each funding year no sooner than 
the July 1 prior to the start of that funding year. 
Schools, libraries, and eligible consortia must use 
recurring services for which discounts have been 
committed by the Administrator within the funding year 
for which the discounts were sought . . . . 

(4) 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 
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Finding Criteria Description 
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. 

7 47 C.F.R. § 54.511(a) 
(2020) 

In selecting a provider of eligible services, schools, 
libraries, library consortia, and consortia including any 
of those entities shall carefully consider all bids 
submitted and must select the most cost-effective service 
offering. In determining which service offering is the 
most cost-effective, entities may consider relevant 
factors other than the pre-discount prices submitted by 
providers, but price should be the primary factor 
considered. 

7 47 C.F.R. § 
54.503(c)(2)(ii)(B) 
(2020) 

All bids submitted for eligible products and services will 
be carefully considered, with price being the primary 
factor, and the bid selected will be for the most cost-
effective service offering consistent with §54.511. 

7 47 C.F.R. § 
54.504(a)(1)(ix) 
(2020) 

All bids submitted to a school, library, or consortium 
seeking eligible services were carefully considered and 
the most cost-effective bid was selected in accordance 
with §54.503 of this subpart, with price being the 
primary factor considered, and it is the most cost-
effective means of meeting educational needs and 
technology goals. 

7 47 C.F.R. § 
54.516(a)(1) (2020) 

(a) Recordkeeping requirements—(1) Schools, libraries, 
and consortia. Schools, libraries, and any consortium 
that includes schools or libraries shall retain all 
documents related to the application for, receipt, and 
delivery of supported services for at least 10 years after 
the latter of the last day of the applicable funding year 
or the service delivery deadline for the funding request. 
Any other document that demonstrates compliance with 
the statutory or regulatory requirements for the schools 
and libraries mechanism shall be retained as well. 
Schools, libraries, and consortia shall maintain asset 
and inventory records of equipment purchased as 
components of supported category two services 
sufficient to verify the actual location of such equipment 
for a period of 10 years after purchase. 
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