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REPLY COMMENTS OF SPRINT CORPORATION

Sprint Corporation hereby respectfully submits its reply to comments filed in

response to the Second Further Notice ofProposed Rulemaking in the above-captioned

proceeding (FCC 03-323, released December 23, 2003). As discussed below, there is

widespread support among commenting parties for immediate reform ofthe commitment

adjustment ("COMAD") process, and for revising the existing discount matrix structure.

Sprint also replies to comments relating to the proposed expansion of the definition of

"Internet access," and to the elimination of the Form 470.

1. The COMAD Process Must Be Reformed.

Under current Commission policy, any E-rate funds that are erroneously

disbursed are recovered from the service provider, even if the error occurred on the part

of the applicant or the fund administrator. As pointed out by numerous commenting

parties, this policy is extremely inequitable, since it holds service providers responsible

for actions beyond their knowledge and contro1.1 While service providers generally agree

(id.) that they should be responsible for repayment of erroneous disbursements resulting

from their own actions, there is no rational basis for imposing repayment obligations

I See, e.g., Sprint, p. 7; BellSouth, p. 4; Cox, p. 8; E-rate Central, p. 6; NTCA, p. 4;
Qwest, p. 9; SBC, p. 1; Verizon, p. 2.



upon service providers for errors made by applicants or by SLD. The Commission

should be aware that service providers' ability to recover COMAD funds from applicants

(even in cases of applicant error) is extremely limited - even if the school or library

acknowledges responsibility for the error (not always the case), in many if not most

cases, they do not have surplus funds available to repay the service provider. In the many

cases involving COMAD requests for equipment or services provided several years

previously, state laws prescribing damages caps and setting a statute of limitations often

prevent services providers from recovering some or all of the COMAD payments made.

For customer and public relations purposes, service providers are often reluctant to

aggressively pursue repayment from schools and libraries. And, if the applicant is no

longer even a customer of the service provider, the likelihood ofrecovering COMAD

repayments from the applicant is even lower. Thus, for financial and equity reasons, the

Commission must act on the long-pending petitions for reconsideration of its COMAD

policy, and adopt new COMAD rules which more properly assign recovery of

erroneously disbursed funds with the party that committed the error.

Other revisions to the COMAD policy are also warranted. First, COMADs

should not be issued for infractions involving very minor amounts or minor rule

violations which do not involve statutory infractions and do not threaten program

integrity.2 Pursuing recovery ofminor amounts involving minor infractions is an

inefficient use of limited resources.

Second, no COMADs should be served on service providers who act as "Good

Samaritans.,,3 A service provider who agrees to act in this capacity should not be asked

2 See, e.g., Sprint, p. 9; BellSouth, p. 6; E-rate Central, p. 6; SBC, p. 5; Verizon, p. 7.
3 See, e.g., BellSouth, p. 5; Verizon, p. 5.
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to accept (in addition to the administrative burden of serving as a Good Samaritan)

responsibility for repaying erroneously disbursed funds for any E-rate transaction in

which it was not the actual service provider involved in the erroneous disbursement.

Unless this policy is made explicit, service providers will be extremely reluctant to act as

Good Samaritans, to the detriment ofapplicants and affected subcontractors and

suppliers.

Third, except for statutory violations, Sprint agrees that COMAD recovery efforts

should be subject to some reasonable statute oflimitations.4 It is a fact ofmodern

corporate life (and presumably academic life as well) that employee turnover, computer

crashes and upgrades, and varying document retention policies make it very difficult to

re-create E-rate transactions and locate all requested documentation from several years

ago. Thus, audits may unfairly conclude that unsupported disbursements occurred simply

because all of the underlying paperwork could not be located. In addition, given the

complexity ofE-rate rules and the rate at which those rules change, it can be very

difficult to ascertain whether transactions from several years ago were in compliance with

the rules then in effect.s For these reasons, audits generally should be performed only on

transactions that occurred within the relatively recent past (with more extensive audits

performed only if there is evidence of statutory violations), and COMAD requests should

be limited to funds disbursed within some reasonable period.

Fourth, some parties suggest that E-rate funds disbursed due to errors made by

SLD should simply be forgiven. 6 This proposal appears to be reasonable, as both

4 See, e.g., Cox, p. 9 (2 years from FCDL date); Verizon, p. 9 (1 year after the funds were
disbursed, except in cases of statutory violations or waste, fraud or abuse).
S See, e.g., Sprint, p. 9; Council of the Great City Schools, p. 7.
6 See, e.g., SECA, p. 9; SBC, p. 6.
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applicants and service providers must be able to rely upon a funding commitment issued

by the program administrator. However, Sprint suggests that infonnation on the extent to

which this has occurred first be entered into the public record, so that the Commission

and interested parties can detennine whether such an exemption is in the overall public

interest, and whether additional safeguards need to be implemented to prevent future

errors on the part of the program administrator.

2. A Revision to the Discount Matrix Is In the Public Interest.

Numerous parties support a reduction in the maximum discount available to E-

rate applicants for internal connection projects.7 These parties point out that such a

revision to the discount matrix would make more Priority 2 funds available to more

schools and libraries, would encourage applicants to select the most cost-effective

configurations available to them given their financial resources and technological

requirements, and could reduce waste, fraud and abuse because applicants have more of a

financial stake in the transaction.

Certain parties, notably those representing the neediest applicants, oppose any

revision to the discount matrix because it would reduce E-rate funding to the poorest

schools and libraries which are already facing tight budgets.8 Sprint is certainly

sympathetic to the plight of these applicants. However, it is not clear precisely how

many 90% schools and libraries still need extensive Internal Connections funding, given

that they have received priority Internal Connections funding since the inception of the E-

rate program. Moreover, for many school districts, the increase in funding to their 50-

70% schools and libraries may well counterbalance or even outweigh the decrease in

7 See, e.g., Sprint (maximum 80% discount); SECA, p. 4 (70%); BellSouth, p. 7 (75%);
AEWG, p. 4 (80%); E-rate Central, p. 3 (70%); Funds for Learning, p. 2 (80%).
8 See, e.g., Council of Great City Schools, p. 3; Alaska, p. 2; AASA, p. 3.
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funding to their 90% schools. The E-rate program was intended to benefit all eligible

schools and libraries, and it is reasonable, 7 years into the E-rate program, to extend the

benefits of Internal Connections funding to more moderate income applicants.

3. Expanding the Defmition of Internet Access is Unwarranted.

In the Second FNPRM, the Commission asked whether it should redefine

"Internet Access" under the E-rate program to be consistent with the definition used

under the Rural Health Care program. Sprint and other parties opposed this proposal,

explaining that definitional conformity is neither required nor desirable, that the proposed

redefinition would further blur the distinction between pure Internet access services and

telecommunications services, and that redefinition could divert E-rate funds, for which

there is already excess demand, from services and equipment that are unambiguously

eligible.9

Alaska (p. 7) suggests that expanding the definition of Internet Access would

better reflect how schools and libraries use the Internet. However, applicants are already

able under existing rules and definitions to take advantage ofdistance learning

capabilities on a Priority 1 basis. These services are available under the

telecommunications services bucket from the hundreds or even thousands of

telecommunications service providers ("eligible telecommunications providers," or

"ETPs," in SLD parlance).

WiscNet, an Internet Access service provider, supports the proposed redefinition

of Internet access, arguing that the current "basic conduit access" definition is "not

competitively neutral" because it "penalizes" Internet service providers who are not also

ETPs (p. 4). However, along with the right to provide telecommunications services,

9 See, e.g., Sprint, p. 4; Verizon, p. 10.

5



ETPs must accept significant common carrier obligations, including contributing to the

various universal service, local number portability, telecommunications relay service, and

North American Numbering Plan Administration funds, and complying with CPNI

(Section 222 of the Act), access to people with disabilities (Section 225), CALEA

(Section 229), interconnection (Section 256), and a host ofother tariffing and regulatory

requirements. lO WiscNet wants the best ofboth worlds: permission to provide

telecommunications services under the E-rate program, but exemption from any ofthe

myriad common carrier obligations to which ETPs are subject. Unless Internet Access

service providers are willing to accept all such obligations, there is no competitive reason

to expand the definition of Internet Access to make it easier for non-ETPs to provide

telecommunications services.

4. The Form 470 Should Not Be Eliminated.

Some commenting parties suggest that the Form 470 should be eliminated in part

or entirely, because this form is administratively burdensome and does not generate

multiple competitive bids. I I

While Sprint is sympathetic about the administrative burden of filing any of the

E-rate forms, we believe that elimination of the Form 470 would compromise the

competitive bidding process. If a Form 470 is not posted, potential service providers may

not be aware of applicants' E-rate needs, and schools and libraries could inadvertently

foreclose economically attractive bids from competitive service providers. With the

development ofnew technologies and services such as VoIP and wireless access, the

potential for alternative ways ofmeeting even basic telecommunications needs increases

10 See also Sunesys, p. 3 (FCC must prescribe rules for attaining ETP status).
11 See, e.g., AASA, p. 4 (no Form 470 for recurring services); E-rate Central, p. 4;
Council ofGreat City Schools, p. 5.
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dramatically. Rather than eliminating the Form 470, the Commission should consider

ways to make the information contained on the Form 470 more usable (for example, as

recommended by the Task Force on the Prevention ofWaste, Fraud and Abuse, by

requiring applicants to list generally the types ofproducts and services that they are

seeking, regardless ofwhether they have also prepared an RFP). The Commission should

also be cautious about allowing individual Form 470s to be replaced by comprehensive

state-wide network proposals, as such arrangements are sometimes less flexible in

addressing the specific needs of an individual applicant, and can be costly to administer.

Respectfully submitted,

SPRINT CORPORATION

N~~
Richard Juhnke
401 9th S1., NW, Suite 400
Washington, DC 20004
(202) 585-1915

April 12,2004

7



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing REPLY COMMENTS OF SPRINT
CORP was sent by electronic mail or by United States first-class mail, postage prepaid,

. on this the 12th day ofApril, 2004 to the parties on the attached list.

April 12, 2004



Don Johnson
Executive Director of Technology
Eau Claire Area Schools

. 500 Main Street
Eau Claire, Wisconsin 54701

Ms. Lisa R Younger
General Communication, Inc.
1130 17th Street, NW, Suite 410
Washington, DC 20036

Christopher G. Cane
Vice President
Governmental Programs
IBM
1301 K St., NW, Suite 1200 West
Washington, DC 20005

Jon Bernstein, Esq.
Jessica M. Brodey, Esq.
Leslie Harris & Associates
2120 L Street, NW, Suite 400
Washington, DC 20037

Mr. Ricardo Tostado
Division Supervisor
Illinois State Board of Education
100 W. Randolph - Suite 14-300
Chicago, IL 60601

Barbara Berkenpas, JD
Erin Berkenpas, MSAS
5418 240th Street
Ashton, IA 51232

Jimmy Jackson, Esq.
General Communication, Inc.
2550 Denali Street
Anchorage, Alaska 9509

Richard E. Wiley, esq.
R. Michael Senkowski, Esq.
Wiley Rein & Fileding LLP
1776 K Street, NW
Washington, DC 20006

Ms. Debi Sovereign
Ms. Jane Kellogg
Kellogg & Sovereign Consulting, LLC
902 Arlington Center, #136
Ada, Iklahome 74820

David C. Bergmann
Chair, NASUCA Telecom Committee
Assistant Consumers' Counsel
Ohio Consumers' Counsel
10 West Brand Street, Suite 1800
Columbus, Ohio 43215-3485



Daniel L. Farslow
E-Rate Support and Information
Ohio SchoolNet Commission
2323 West Fifth Avenue, Suite 100

. Columbus, Ohio 43204

Pennsylvania Department of Education
333 Market Street
Harrisburg, PA 17126-0333

Mr. Greg Weisiger
14504 Bent Creek Court
Midlothian, VA 23112

Roger Sampson
Commissioner
Alaska Department of Education & Early
Development
333 W 4th Avenue
Anchorage, AK 99501-2341

Becky Rains, PMP
Arkansas Department of Information Systems
P.O. Box 3155
Little Rock, Arkansas 72203-3155

Daniel E. Riordan
President
On-Tech
53 Elm Place
Red Bank, NJ 07701

Steve Hamlen
President/CEO
United Utilities, Inc.
5450 A Street
Anchorage, Alaska 99518-1291

Mr. Robert Bocher
Technology Consultant
Wisconsin Department of Public

Instruction
Box 7841
Madison, WI 53707

Mary Kusler
Senior Legislative Specialist
American Association of School

Administrators
801 N. Quincy Street, Suite 700
Arlington, VA 22203

Theodore R. Kingsley, Esq.
Richard M. Sbaratta, Esq.
BellSouth Corporation
Suite 4300
675 West Peachtree Street, N.E.
Atlanta, GA 30375-0001



Michael D. Casserly
Executive Director
Council of the Great City Schools

. Suite 702
1301 Pennsylvania Avenue, NW
Washington, DC 20004

Mr. Winston E. Himsworth
E-Rate Central
51 Shore Drive
Plandome, NY 11030

Orin Heend
President
Funds for Learning, LLC
2111 Wilson Alvd, Ste. 700
Arlington, VA 22201-3052

Andrew D. Crain, Esq.
Craig J. Brown, Esq.
Suite 950
Qwest Communications International, Inc.
607 14th Street, N.W.
Washington, DC 20005

David Channing
Vice-President
Sunesys, Inc.
202 Titus Avenue
Warrington, PA 19876

Carrington F. Phillip, Esq.
Donald L. Crosby, Esq.
Cox Communications, Inc.
1400 Lake Hearn Drive, N.E.
Atlanta, GA 30319

Kathy L. Cooper, Esq.
Daniel J. Perka, Esq.
Swidler Berlin Shereff Friedman, LLP
3000 K Street, N.W., Suite 300
Washington, DC 20007-5116
Counselfor Fibertech Networks, LLC

L. Marie Guillory, Esq.
National Telecommunications
Cooperative Association
4121 Wilson Boulevard, 10th Floor
Arlington, VA 22203

Mr. Gary Rawson
State E-Rate Coordinators' Alliance
Mississippi Department of Information
Technology Services
Suite 508
301 North Lamar Street
Jackson, Mississippi 39201

Christopher M. Heimann, Esq.
Gary L. Phillips, Esq.
SBC Communications Inc.
Suite 400
1401 Eye Street, NW
Washington, DC 20005



Ann H. Rakestraw, Esq.
Verizon
Suite 500
1515 North Court House Road

. Arlington, VA 22201

Teri Lawrence, Technology Coordinator
Louisiana Resource Center for Educators
Suite D
7305 Florida Blvd
Baton Rouge, LA 70806

Shaun Abshere
Associate Director
WiscNet
740 Regent Street, #203
Madison, WI 53715


