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Ex Parte 
 
 
Ms. Marlene H. Dortch 
Secretary 
Federal Communications Commission 
445 12th Street, SW 
Washington, DC  20554 
 
Re: Request for Review of Decision of the Schools and Libraries Division of the 

Universal Service Administration Company; Appeal of Notification of Improperly 
Disbursed Funds Letter, CC Docket No. 02-6 

 
 
Dear Ms. Dortch: 
 
Verizon Northwest Inc. (“Verizon”) hereby appeals a Notification of Improperly Disbursed 
Funds Letter, dated March 14, 2005, (the “Notification Letter”) issued by the Schools and 
Library Division (“SLD” or “Administrator”), regarding the following funding request:  
 
  SPIN:       143004786 
  Funding Year:    2002 

Form 471 Application Number:  311373 
Billed Entity Number:   144991 
Funding Request Number   811207 
Applicant Name:    Coos Bay School District 9 
Applicant Contact Person:   Rod Danielson 
 

 
The justification set out in the Notification Letter is not only factually incorrect, it is 

contrary to the findings of USAC’s own auditor, who absolved Verizon of any liability.   
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The Notification Letter identifies $356.71 in funds that allegedly were “improperly 
disbursed” for ineligible services.  In particular, the Funding Disbursement Report attached to 
the letters identifies several ineligible services with a pre-discount cost of $469.35, resulting in 
$356.71 that SLD claims was improperly disbursed.  The letter states that “USAC has 
determined the service provider is responsible for all or some of the program rule violations.  
Therefore, the service provider is responsible to repay all or some of the funds disbursed in 
error.”  Notification Letter at 1.  However, the Notification Letter contains no facts that show any 
rule violation on the part of Verizon.  Moreover, when USAC’s auditors examined both this 
transaction and all of Verizon’s schools and libraries reimbursements for this period, it found no 
problems which would justify any liability on the part of Verizon.1  The USAC audit letters are 
attached. 

 
The Commission recently ordered that “recovery actions should be directed to the party 

or parties that committed the rule or statutory violation in question.  We do so recognizing that in 
many instances, this will likely be the school or library, rather than the service provider.”  
Federal-State Joint Board on Universal Service, Order on Reconsideration and Fourth Report 
and Order, 19 FCC Rcd 15252, ¶ 10 (2004).  As the Commission stated, “in many situations, the 
service provider simply is not in a position to ensure that all applicable statutory and regulatory 
requirements have been met.  Indeed, in many instances, a service provider may well be totally 
unaware of any violation.”  Id., ¶ 12.    

 
The Commission further noted that,  

The school or library is the entity that undertakes the various steps in the 
application process, and receives the direct benefit of any services rendered.  The 
school or library submits to USAC a completed FCC Form 470, setting forth its 
technological needs and the services for which it seeks discounts. … The school 
or library is the entity that submits FCC Form 471, notifying the Administrator of 
the services that have been ordered, the service providers with whom it has 
entered into agreements, and an estimate of the funds needed to cover the 
discounts to be provided on eligible services. 
 

Id., ¶ 11. 
 
Here, as alleged in the Funding Disbursement Report, SLD disbursed funds for certain 

ineligible services.  However, as the Commission pointed out, invoicing to the SLD via FCC 
Form 472, Billed Entity Applicant Reimbursement (“BEAR”) Form, is entirely the responsibility 
of the applicant, and Verizon had no involvement in the preparation or submission of that form.  
In addition, although the process requires the SLD to send the reimbursement check to Verizon, 
Verizon is then required to transmit the payment to the applicant – and there is no allegation in 
the Notification Letter that Verizon retained any payments for ineligible services.  Accordingly, 
there is no valid claim that Verizon retained any payment for ineligible services and, as the 
Commission instructed, no reason Verizon should have been sent the Notification Letter. 

 
                                                 
1  Verizon expresses no opinion on the accuracy of the factual allegations contained in the 
Notification Letter. 
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However, the Funding Disbursement Report also contains the general statement that 
“both the applicant and the service provider made the certifications on the BEAR Form listed 
below indicating that the services and/or equipment provided to the applicant were eligible for 
funding.”  The SLD specifically cites the certification at Block 3, Item A of the BEAR Form in 
support of this allegation.  Block 3, however, is the applicant certification block.  The service 
provider certifications are contained in Block 4, and those do not contain any certification as to 
the eligibility of services, the delivery of services, whether the applicant filled out the form 
correctly, or whether the information provided by the applicant is accurate.  Rather, Verizon 
certified only that it would remit the discount amount authorized by the SLD to the applicant 
within the required timeframe and that it would not tender or make use of its reimbursement 
check from the SLD until after it remitted the discount to the applicant, and SLD makes no 
allegation that Verizon violated any of those certifications.  Even USAC’s own auditor confirms 
this limited scope of the service provider’s certification.  See Audit Report on Verizon 
Northwest, Inc., at 3 (“We noted that SLD’s BEAR process does not require or compel service 
providers to validate amounts claimed on the BEAR form.  Service providers certify only that 
they will provide reimbursement to the applicant within 20 calendar days of receiving payment 
from SLD”).  In addition, in auditing the Coos Bay transaction, USAC’s auditor examined 
Verizon’s BEAR form certification and found no errors.  See Audit Report on Coos Bay School 
District at 3.  Accordingly, contrary to the SLD’s allegation, Verizon did not make the claimed 
certifications and cannot be held responsible for any certifications made by the applicant. 

 
Verizon is also deeply concerned that the SLD has apparently requested that both 

Verizon and the applicant repay the total amount in question.  Verizon compared the letter it 
received to the copy of a very similar letter sent to the applicant.  The amount shown on the 
“Funds to be Recovered from Service Provider” line in Verizon’s Funding Disbursement Report 
is the total amount that the SLD believes to have been “disbursed in error.”  Yet, the same 
amount is listed on the “Funds to be Recovered from Applicant” line in the applicant’s Funding 
Disbursement Report as on the “Funds to be Recovered from Service Provider” line in Verizon’s 
Funding Disbursement Report.  Thus SLD is not only improperly seeking recovery from 
Verizon, it is trying to obtain double recovery for amounts it believes were improperly disbursed.  
Accordingly, even if the Notification Letter were to state a valid claim against Verizon, which it 
does not, there is no justification for SLD to attempt to recover the full amount of the claim 
against both parties. 

 
Finally, the amount of money being sought here, $356.71, is a clearly de minimis amount.  

The Commission has instructed USAC not to attempt to recover amounts that are less than the 
administrative costs of recovery.  See Schools and Libraries Universal Service Support 
Mechanism, Fifth Report and Order, 19 FCC Rcd 15808, ¶ 31 (2004).  This would appear to be 
the case here, and the Commission should cancel the Notification Letter on that basis alone. 

 
In sum, regardless of whether the SLD determines that funds were disbursed in error, 

there is no evidence that any error is attributable to Verizon.  Thus, any demand for Verizon to 
repay these funds is contrary to the Commission’s clear directive, and the Notification Letter to 
Verizon should be cancelled. 
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If you have any questions, please do not hesitate to contact me. 
 
    Sincerely, 
 
 
 
    /s/Tyrone Keys 

 
 

Copy To: Schools and Libraries Division 
Universal Service Administrative Company 
Box 125 – Correspondence Unit 
80 South Jefferson Road 
Whippany, NJ 07981 
FAX:  973-599-6542 
















