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)
) 
) 
) 
) 
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REQUEST FOR REVIEW 
 
 

Pursuant to section 54.719(b) of the Commission’s rules, Cellco Partnership dba Verizon 

Wireless (“Verizon Wireless”) hereby seeks review of the decision by the Universal Service 

Administrative Company (USAC) to seek recovery of $36,9601 in E-rate support that was, 

according to USAC, disbursed “for additional broadband lines not requested on the FCC Form 

471”2  filed by the Riverside Unified School District (“Riverside”) for the 2011 funding year.   

The Commission should rescind the proposed recovery because there is no Commission 

rule or order that requires a service provider to track the number of lines of service subject to 

discounting against an applicant’s Form 471 Item 21 Attachment.   

                                                 

1 Email from Dennis Nielsen, Program Compliance, Schools and Libraries Division, USAC, to 
Erate_USACRS, January 7, 2016 (correcting the recovery amount for Finding #5 from $39,960 
to $36,960).   
2 Notification of Improperly Disbursed Funds Recovery Letter, December 21, 2015, at 4 
(“Recovery Letter” at Attachment B). 
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I. Background 

On March 24, 2011, Riverside submitted a Form 471 to USAC in order to apply for E-

rate discounts on mobile broadband services provided by Verizon Wireless.3  USAC approved 

Riverside’s application in a Funding Commitment Letter issued on October 12, 2011.4  The 

FCDL approved a funding cap of $1,068,871.60 for the Verizon Wireless services included in 

Riverside’s funding request.5   

For the mobile broadband services approved in the FCDL, Riverside elected to receive its 

approved E-rate discounts via the Service Provider Invoice (SPI) method.6  In accordance with 

E-rate program requirements, Verizon Wireless applied the USAC-approved E-rate discount 

percentage to Riverside’s bills and then sought reimbursement by filing FCC Form 474 Service 

Provider Invoice Forms with USAC.  In total, Verizon Wireless provided discounts of $789,344 

to Riverside during Funding Year 20117 – substantially less than the funding cap approved in the 

FCDL.  

In 2015, USAC completed an audit of Riverside’s compliance with E-rate rules and 

regulations.  In Finding #5 of the Riverside Audit Report,8 USAC determined that “[Verizon 

Wireless] billed the Beneficiary for lines in excess of the amount requested on the item 21 

                                                 

3 Riverside Unified School District, Form 471 Application No. 820912 (March 24, 2011). 
4 Riverside Unified School District, Funding Commitment Decision Letter (October 12, 2011) 
(“FCDL”).   
5 Id.  
6 Id.    
7 Email from Chelsea Joiner, Senior Internal Auditor, Internal Audit Division, USAC, to Patrice 
DeMarco, Verizon, at 32 (November 4, 2015) (providing excerpt of Riverside Unified School 
District Audit Report consisting of Finding Nos. 4 and 5) (“Riverside Audit Report” at 
Attachment A).  Due to an oversight, Verizon Wireless only invoiced USAC in the amount of 
$557,794.89.  Id. 
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Attachment and committed in the FCDL, and that [Verizon Wireless] invoiced [the Schools and 

Libraries Program] for the unapproved lines.”9 

On December 21, 2015, USAC issued its Recovery Letter to Verizon Wireless.10  

Referencing the Riverside Audit Report, the Recovery Letter sought $36,960 from Verizon 

Wireless  that was, according to USAC, improperly disbursed “for additional broadband lines not 

requested on the FCC Form 471.”11   

On February 19, 2016, Verizon Wireless appealed the Recovery Letter to USAC.  In its 

appeal,12 Verizon Wireless demonstrated that (1) Verizon Wireless complied fully with all SPI 

requirements; (2) there is no Commission rule or order that requires a service provider to track 

the number of lines of service subject to discounting against an applicant’s Item 21 Attachment; 

and (3) USAC was prohibited from seeking the recovery specified in the Recovery Letter 

because Commission rules specifically provide that USAC “may not make policy, interpret 

unclear provisions of the statute or rules, or interpret the intent of Congress.”13 

USAC denied Verizon Wireless’s appeal in a decision dated April 29, 2016.14  The 

Appeal Decision failed to address any of the arguments raised by Verizon Wireless in its appeal.  

                                                                                                                                                             

8 See Riverside Audit Report. 
9 Id. at 30.   
10 Recovery Letter at 4.  
11 Id. 
12 Letter of Appeal from David L. Haga, Assistant General Counsel, Verizon, to USAC, 
February 19, 2016 (Attachment C). 
13 47 C.F.R § 54.702(c).  
14 Administrator’s Decision on Appeal, April 29, 2016 (“Appeal Decision” at(Attachment D). 
Although the Appeal Decision is dated April 29, 2016, Verizon Wireless did not receive the 
Appeal Decision until June 23, 2016.   



4 

 

Instead, the Appeal Decision summarily dismissed Verizon Wireless’s appeal with the statement 

that “at this point, we do not have any indication that the Audit results were incorrect.”15     

II. Verizon Wireless Complied Fully with All SPI Requirements 

As is noted above, Riverside elected to receive its approved E-rate discounts via the SPI 

method.16  Verizon Wireless complied fully with all SPI requirements.   

First, as the Form 474 Instructions specify,17 Verizon Wireless sought reimbursement 

from USAC only for E-rate discounts on the eligible service for which Riverside was approved 

by USAC, i.e., mobile broadband service.  

Second, Verizon Wireless did not seek reimbursement from USAC for any amount in 

excess of Riverside’s USAC-approved funding commitment.  While the FCDL approved a 

funding cap of $1,068,871.60 for the mobile broadband services requested by Riverside, Verizon 

Wireless provided discounts of only $789,344 to Riverside during Funding Year 2011.18   

III. No Commission Rule or Order Required Verizon Wireless to Track Riverside’s 
Line Counts Against the Item 21 Attachment 

No Commission rule or order required Verizon Wireless to track discounts for which it 

sought reimbursement based on the quantity of services provided to Riverside when the total 

amount of discounts did not exceed Riverside’s authorized funding cap.  In fact, the four 

“criteria” that the Riverside Audit Report relies upon in support of its finding make no mention 

                                                 

15 Id.  
16 Riverside Unified School District, Funding Commitment Decision Letter (October 12, 2011).   
17 Form 474 Instructions at 3 (“The information requested in the following columns should be 
completed for the eligible services in each FRN….”). 
18 Riverside Audit Report at 32.  In fact, due to an oversight, Verizon Wireless only invoiced 
USAC in the amount of $557,794.89.  Id. 
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of line counts or the Item 21 Attachment, and two of the four criteria do not even apply to service 

providers.  

Criterion 1:  To support its finding, the Riverside Audit Report first relies on the 

Instructions to the Service Provider Annual Certification Form (Form 473).19  But nothing in 

section 54.504(f) of the Commission’s rules, which sets forth the specific certifications required 

by service providers when filing the Form 473, obligated Verizon Wireless to track the lines 

subject to discounting against the quantity of lines specified in an E-rate participant’s Item 21.  

Indeed, during Funding Year 2011, the scope of section 54.504(f) was limited solely to 

competitive bidding matters.20  Nothing in section 54.504(f) addressed invoicing, much less 

required service providers to track line counts against a beneficiary’s Item 21 Attachment.   

To the extent that the Form 473 also included certifications outside the scope of the 

underlying rule, the Form 473 only required Verizon Wireless to certify that it was seeking 

reimbursement for discounts applied to eligible services for which an E-rate participant had been 

approved by USAC.21  In this regard, USAC approved Riverside for E-rate discounts for mobile 

broadband service under the Internet Access category and, in accordance with E-rate program 

requirements, Verizon Wireless sought reimbursement from USAC only for discounts applied to 

that approved service.        

                                                 

19 Riverside Audit Report at 33. 
20 47 C.F.R. 54.504(f).  
21 The Riverside Audit Report specifically relies on Items 9 and 10 from the Instructions to the 
2007 version of Form 473.  Item 10 requires service providers to certify only that the 
reimbursement sought is for discounts applied to “services which have been billed to the service 
provider’s customers … as deemed eligible by the fund administrator ….” (emphasis added).  
Item 9 requires service providers to certify that the data submitted on Form 473 is true, correct 
and accurate.   
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Criterion 2:  The Riverside Audit Report next relies on the Instructions to the Form 474 

as support for its finding.22  However, those instructions require only that service providers 

deliver services “consistent with the FCDL provided by USAC and for which the service provider 

has billed the applicant.”23  The instructions do not require service providers to track line counts 

against the Item 21 Attachment.  Moreover, as USAC is aware, an E-rate Participant’s FCDL 

does not provide any information about the number of lines of service approved by USAC.  The 

FCDL only provides the amount of the E-rate participant’s funding commitment.  As noted 

above, Verizon Wireless complied with this requirement by not seeking reimbursement for an 

amount in excess of Riverside’s funding commitment.   

Criterion 3:  The Riverside Audit Report also relies on section 54.404(a) of the rules as 

support for its finding.  Section 54.404(a) requires applicants to submit a Form 471 in order to 

apply for E-rate discounts.24  The cited rule applies only to applicants, not service providers,25 

and thus cannot be interpreted as requiring Verizon Wireless or any other service provider to 

track line counts against the Item 21 Attachment.      

Criterion 4:  Finally, the Riverside Audit Report relies on the Instructions to the Form 

471 as support for its finding.  Those instructions require applicants to submit an Item 21 

                                                 

22 Riverside Audit Report at 29.  The Audit Report cites the instructions for Block 2 Columns (8) 
through (14):  “The information requested in the following columns should be completed for the 
eligible services in each FRN for which the service provider with the assigned SPIN set forth in 
Item (2) has delivered services on or after the effective date of discounts, consistent with the 
FCDL provided by USAC and for which the service provider has billed the applicant.” 
23 Form 474 Instructions at 3 (emphasis added). 
24 Riverside Audit Report at 33. 
25 “An eligible school … seeking to receive discounts for eligible services under this subpart 
shall, upon entering a signed contract or other legally binding agreement for eligible services, 
submit a completed FCC Form 471 to the Administrator.”  47 C.F.R. § 54.504(a).   
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Attachment.26  The cited instructions apply only to E-rate participants, not service providers,27 

and thus cannot be interpreted as requiring Verizon Wireless or any other service provider to 

track line counts against the Item 21 Attachment.   

To the extent that an E-rate participant’s Form 471 specified the number of lines of 

service, that information would have been shown in the Item 21 Attachment.  However, during 

Funding Year 2011, Item 21 Attachments were treated as confidential and were not generally 

made available to service providers.  The fact that Item 21 Attachments were treated as 

confidential confirms that service providers were not expected, let alone required by 

Commission rule or order, to track line counts against an applicant’s Item 21.  The Audit 

Report’s suggestion28 that a service provider could have divined the Item 21’s line count by 

comparing the committed dollars in the FCDL to the service provider’s price quote is without 

merit.  Absent any binding Commission rule or order establishing such an obligation, it is 

unreasonable to expect any service provider to compare every FCDL that it receives to the 

thousands of price quotes it has issued – which in many instances differ from the amount 

ultimately approved in the FCDL – in an attempt to derive such a line count.29  

                                                 

26 Riverside Audit Report at 33-34. 
27 “Item 21 – Each Funding Request must include a description of the products and services for 
which discounts are being sought.  This description is known as an ‘Item 21 Attachment’.  The 
Item 21 Attachment is a detailed and complete narrative description of the products and services 
contained in the funding request and a line-item listing of the products and services requested 
with their associated costs, including make, model number and location of any equipment.” 
Instructions for Completing the Schools and Libraries Universal Service Services Ordered and 
Certification Form (FCC Form 471), Oct. 2010 (OMB 3060-0806) at 21.   
28 Riverside Audit Report at 32 (“The Service Provider also should have been aware of the 
number of lines that were approved since the pre-discounted cost in the FCDL was based on the 
Service Provider’s price quote for 2,300 lines.”). 
29 It was Verizon Wireless’s policy in Funding Year 2011 to direct each E-rate participant that 
selected Verizon Wireless as its service provider to access a website to enter information 
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Furthermore, USAC’s apparent position that a service provider has an independent 

obligation (not set forth in any FCC rule or order) to verify that its reimbursement request 

conforms to the quantity of approved E-rate eligible services is inconsistent with the purpose of 

Form 474.  As the Commission has explained, Form 474 is “used to ensure that each service 

provider has provided discounted services within the current funding year for which it submits an 

invoice to USAC, and that invoices submitted from service providers for the costs of discounted 

eligible services do not exceed the amount that has been approved.”30    

Here, no dispute exists that the amount for which Verizon Wireless sought 

reimbursement on Form 474 did not exceed the amount of E-rate funding approved by USAC for 

Riverside.  Thus, Verizon Wireless complied with all applicable FCC rules and orders when 

submitting its Form 474 for reimbursement for mobile broadband services provided to Riverside, 

notwithstanding USAC’s view to the contrary. 

 

                                                                                                                                                             

necessary to properly service the E-rate participant’s account, including account numbers 
matched to the participant’s 2011 FRNs.  Verizon Wireless specifically requested that its 
customers identify only those accounts that were eligible for E-rate discounts.       
30 See Modernizing the E-rate Program for Schools and Libraries, Notice of Proposed 
Rulemaking, 28 FCC Rcd 11304, ¶ 301 (2013) (emphasis added); see also Wireline Competition 
Bureau Seeks Comment on Revisions to Forms 472, 473, and 474, Public Notice, 28 FCC Rcd 
2210 (2013) (noting that the purpose of Form 474 is to ensure that the service provider’s invoices 
“do not exceed the amount that has been approved by USAC”). 
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IV. Conclusion 

Because no FCC rule or order required Verizon Wireless to track a beneficiary’s line 

count against the Item 21 Attachment, the Commission should rescind the Recovery Letter. 

 
  

 

   
 
 
                  

Respectfully submitted, 
 
By:  /s/ Tamara L. Preiss    

William H. Johnson, Of Counsel 
 
 
 
 
June 28, 2016 

Tamara L. Preiss 
1300 I Street N.W. 
Suite 400 West 
Washington, DC 20005 
(202) 515-2540 

 
 
 
 










































