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U SA@ i Universal Service Administrative Company

Schools & Libraries Division

Notification of Commitment Adjustment Letter

Funding Year 2000: 7/01/2000 - 6/30/2001
January 19, 2005

JAMES DANIELS

EAST ST LOUIS SCHOOL DIST 189
1005 STATE ST.

EAST ST.LOUIS, 1L 62201 1907

Re: Form 471 Application Number: 200698

Funding Year: 2000

Applicant’'s Form Identifier: ESTL-F471-YR3

Billed Entity Number: 136412

FCC Registration Number:

SPIN Name: Ameritech Advanced Data Services, Inc.

Service Provider Contact Person: Raelanda Gunn

Our routine review of Schools and Libraries Program funding commitments has revealed
certain applications where funds were committed in violation of program rules.

In order to be sure that no funds are used in violation of program rules, the Schools Libraries
Division (SLD) of the Universal Service’Administrative Company (USAC) must now adjust
your overall funding commitment. The purpose of this letter is to make the adjustments to
your funding commitment required by program rules, and to give you an opportunity to appeal
this decision. USAC has determined the applicant is responsible for all or some of the

program rule violations. Therefore, the applicant is responsible to repay all or some of the
funds disbursed in error (if any).

This is NOT a bill. If recovery of disbursed funds is required, the next step in the recovery
process is for SLD to issue you a Demand Payment Letter. The balance of the debt will be due
within 30 days of the Demand Payment Letter. Failure to pay the debt within 30 days from the
date of the Demand Payment Letter could result in interest, late payment fees, administrative
charges and implementation of the “Red Light Rule.” Please see the “Informational Notice to
All Universal Service Fund Contributors, Beneficiaries, and Service Providers” at

www universalservice.org/mew/2004.asp#083104 for more information regarding the
consequences of not paying the debt in a imely manner.



TO APPEAL THIS DECISION:

HYOU wish to appeal the Commitment Adjustment Decision indicated in this letter, your
appeal must be received or postmarked within 60 days of the date of this letter. Failure to
meet this requirement will result in automatic dismissal of your appeal. In your letter of
appeal:

1. Include the name, address, telephone number, fax number, and e-mai} address (if
available) for the person who can most readily discuss this appeal with us,

2. State outright that your letter is an appeal. ldentify the date of the Notification of
Commitment Adjustment Letter and the Funding Request Numbers you are appealing.
Your letter of appeal must include the Billed Entity Name, the Form 471 Application

Number, Billed Entity Number, and FCC Registration Number (FCC RN) from the top of
your letter.

3. When explaining your appeal, copy the language or text from the Notification of
Commitment Adjustment Letter that is the subject of your appeal to allow the SLD to more
readily understand your appeal and respond appropniately. Please keep your letter specific
and brief, and pravide documentation to support your appeal. Be sure to keep copies of
your correspondence and documentation.

4. Provide an authorized signature on your letter of appeal.

If you are submitting your appeal electronically, piease send your appeal to
appeals@sl.universalservice.org using your organization’s e-mail. If you are submitting your
appeal on paper, please send your appeal to: Letter of Appeal, Schools and Libraries - -
Division, Box 125 - Correspondence Unit, 80 South Jefferson Road, Whippany, NI:07981.

. Additional options for filing an appeal can be found in the *Appeals Procedure” posted in the
Appeals Area of the SLD section of the USAC web site or by contacting the Client Service

Bureau at 1-888-203-8]100. We strongly recommend that you use the electronic appeals
-Options,

While we encourage you to resolve your appeal with the SLD first, you have the option of
filing an appeal directly with the Federal Communications Commission (FCC). You should
refer to CC Docket No. 02-6 on the first page of your appeal to the FCC. Your appeal must
be received or postmarked within 60 days of the date of this letter. Failure to meet this
requirement will resuit in automatic dismissal of your appeal. If you are submitting your
appeal via United States Postal Service, send to: FCC, Office of the Secretary, 445 12th
Street SW, Washington, DC 20554. Further information and options for filing an appeal
directly with the FCC can be found in the “Appeals Procedure” posted in the Reference Area
of the SLD sectian of the USAC web site, or by contacting the Client Service Bureau. We
strongly recommend that you use the electronic filing options.

" FUNDING COMMITMENT ADJUSTMENT REPORT

On the pages foltowing this letter, we have provided a Funding Commitment Adjustment
Report {Report) for the Form 47] application cited above. The enclosed Report includes the
Funding Request Number(s) from your application for which adjustments are necessary.
Immediately preceding the Report, you will find 2 guide that defines each line of the Report.



The SLD is also sending this information 1o your service provider(s) for informational
purposes. 1f USAC has determined the service provider is also responsible for any rule

violation on these F unding Request Numbers, 4 separate letter will be sent to the service
provider detailing the necessary service provider action.

Please note that if the Funds Disbursed to Date amount is less than the Adjusted Funding
Commitment amount, USAC will continue to process properly filed invoices up to the
Adjusted Funding Commitment amount. Please note the Funding Commitment Adjustment
Explanation in the attached Report. it explains why the funding commitment is being
reduced. Please ensure that any invoices that you or your service provider submit to USAC
are consistent with program rules as indicated in the Funding Commitment Adjustment
Explanation. If the Funds Disbursed to Date amount exceeds your Adjusted Funding
Commitment amount, USAC will have to recover some or all of the disbursed funds. The
Report explains the exact amount (if any) the applicant is responsible for repaying.

Schools and Libraries Division
Universal Services Administrative Company

c¢: Raelanda Gunn
Ameritech Advanced Data Services, Inc.



A GUIDE TO THE FUNDING COMMITMENT REPORT

A report for each E-rate funding request from your application for which a commitment adjustment is

required is attached to this letter. We are providing the following definitions for the items in that
report.

FUNDING REQUEST NUMBER (FRN): A Funding Request Number is assigned by the SLD to each
individual request in your Form 471 once an application has been processed. This number is used to

report to applicants and service providers the status of individual discount funding requests submitted
on a Form 471.

SERVICES ORDERED: The type of service ordered from the service provider, as shown on Form471.

SPIN (Service Provider Identification Number): A unique number assigned by the Universal Service
Administrative Company to service providers seeking payment from the Universal Service Fund for

participating in the universal service support mechanisms, A SPIN is also used to verify delivery of
services and to arrange for payment.

SERVICE PROVIDER NAME: The legal name of the service provider.

CONTRACT NUMBER: The number of the contract between the applicant and the service provider.
This will be present only if a contract number was provided on your Form 471.

BILLING ACCOUNT NUMBER: The account number that your service provider has established with

you for billing purposes. This will be present only if a Billing Account Number was provided on your
Form 471.

SITE IDENTIFIER: The Entity Number listed in Form 471, Block 5, Item 22a. This number will only
be present for “site specific” FRNs.

ORIGINAL FUNDING COMMITMENT: This represents the original amount of funding that SLD had
reserved to reimburse you for the approved discounts for this service for this funding year. '

COMMITMENT ADJUSTMENT AMOUNT: This represents the amount of funding that SLD has
rescinded because of program rule violations.

ADJUSTED FUNDING COMMITMENT: This represents the adjusted total amount of funding that
SLD has reserved to reimburse for the approved discounts for this service for this funding year. If this
amount exceeds the Funds Disbursed to Date, the SLD will continue to process properly ftled invoices
up to the new commitment amount.

FUNDS DISBURSED TO DATE: This represents the total funds that have been paid to the identified
service provider for this FRN as of the date of this letter.

FUNDS TO BE RECOVERED FROM APPLICANT: This represents the amount of improperly
disbursed funds to date as a result of rule viclation(s) for which the appiicant has been determined to
be responsible. These improperly disbursed funds will have to be recovered from the applicant.

FUNDING COMMITMENT ADJUSTMENT EXPLANATION: This entry provides an explanation
of the reason the adjustment was made.



Funding Commitment Report for
Form 471 Application Number: 200698

Funding Request Number: 440968

Services Ordered: INTERNAL CONNECTIONS
SPIN: 143005375

Service Provider Name:; Amentech Advanced Data Services, Inc.
Contract Number: ESTL-ERATE-AADS-]
Billing Account Number: 618/583-8200

Site Identifier: 136412

Original Funding Commitment: $4,329,838.41

Commitment Adjustment Amount: $4,329,838.41]

Adjusted Funding Commitment: $0.00

Funds Disbursed to Date: $4,315,258.08

Funds to be Recovered from Applicant; $4,315,258.08
Funding Commitment Adjustment Explanation:

After a thorough investigation, it has been determined that this funding commitment must be
rescinded in full. During the course of an audit it was determined that the applicant did not
have a contract or legally binding agreement in place at the time of submission of the Form
471. The documentation provided by the applicant failed to demonstrate that a legally binding
agreement was in place at the time of submission of the Form 471. FCi™ rules require
applicants to have signed a contract at the time they submit the Formi 47:. Pricr to Funding
Year 2004, the Commisston interpreted this rule to require a legally binding agreement at the
time the Form 471 was submitted, but not necessarily a signed contract. Since the applicant
was unable to demonstrate that they had a legally binding agreement or contract in place at the
time of submission of the Form 471, the commitment has been rescinded in full and the SLD
will seek recovery of any disbursed funds



BECKER, PAULSON, HOERNER & THOMPSON, P.C.

ATTORNEYS AT LAW
5119 WEST MAIN
BELLEVILLE, ILLINO!S 62226
AREA CODE 818
238-0020 271-1600 ‘

ROBERY E.BECKER* FACSIMILE # (618) 2358338 GARRETT P. HOERNER"
ALVIN C, PAULBON" HEINZ M. RUDOLF*
KEVIN T. HOERNER* THOMAS i YSBURBA®
RODMNEY W. THOMPSON® PATRICK R. FOLEY*

* ILLINOIB AND MISSOURE

SENT VIA: Fax Transmission to (973) 599-6542 (w/o0 enclosures)

Certified U.S. Mail # (w/ enclosures)

March 1@, 2005

Letter of Appeal

Schools and Libraries Division
Box 125 — Correspondence Unit
B0 South Jefferson Road
Whippany, NJ 07981

Appeal of January 19, 2005 Notification of Commitment Adjustment Letter
Funding Request Number: 440968

Billed Entity Name: East St. Louis School District No. 189

Billed Entity Number: 136412

Applicant’s Form Identifier: ESTL-F471-YR3

FCC Registration Number: 0012736567

Form 471 Application Number: 200698

Funding Year: 2000 (7/1/2000 - 6/30/2001)

Service Provider Name: Ameritech Advanced Data Services, Inc.
Service Provider Identification Number (SPIN): 143005375
Services Ordered: Internal Connections

Contract Number: ESTL-ERATE-AADS-1

Site Identifier: 136412

Original Funding Commitment: $4,329,838.41

Adjusted Funding Commitment Claimed: $4,329,838.41

Funds Dishursed to Date: $4,315,258.08

Funds Sought to be Recovered from Applicant: $4,315,258.08

To Whom It May Concern:

Our law firm represents East St. Louis School District No. 189 (District). 1 write at the

direction of the District Board of Education pursuant to its Resolution No. 031005C authorizing
and instructing me to seek appeal in the above-referenced matter. (See Exhibit A attached).
Accordingly, the District hereby appeals the January 19, 2005 Notification of Commitment
Adjustment Letter from Universal Service Administrative Company Schools & Library Division
(SLD) for Funding Request Numuer 440968 (as more fully described above).

Specifically, through the Funding Commitment Adjustment Report attached to the

January 19, 2005 Notification of Commitment Adjustment, the SLD concluded that “[s]ince the
applicant was unable to demonstrate that they had a legally binding agreement or contract in

EXHIBIT
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place at the time of submission of the Form 471, the commitment has been rescinded in full
and the SLD will seek recovery of any disbursed funds.” (See Exhibit A attached). However,
that conclusion |Is erroneous and/or based upon an incorrect legal assumption by the SLD

Internal Audit Division in that it belies the documentation produced by the District as well as
applicable law.

In its April 30, 2004 Executive Summary — Schools and Libraries Beneficiary Audit Report
— East St. Louls School District (Audit No. SL2003BE098) directed to SLD Vice-President George
McDonald, the SLD Internal Audit Division contends that “[t]he results of the audit disclosed
apparent non-compliance with Schools and Libraries Support Mechanism regulations and/or
procedures in” that “[tlhe applicant did not have a signed contract in place prior to the
submission of the FCC Form 471" for Funding Year 2000. {See Exhibit B attached). However,
as noted in the Funding Commitment Adjustment Report attached to the January 19, 2005
Notification of Commitment Adjustment, “[p]rior to Funding Year 2004, the Commission
interpreted this rule to require a legally binding agreement at the time the Form 471 was
submitted, but not necessarily a signed contract.” (See Exhibit A attached). In this instance,
the District had such a legally binding agreement or contract prior to the January 19, 2000 filing
of the Form 471 for Funding Year 2000.! Indeed, in response to the District’'s Convergence
Network Request for Proposal (see Exhibit D attached), the aforementioned service provider
submitted a fully executed bid to the District on or about December 27, 1999 (see Exhibit E
attached), which was approved by the District Board of Education Finance Committee on
January 13, 2000 (see Exhibit F attached), pre-approved by the District Financial Oversight
Panel contingent on District Board of Education approval on January 14, 2000 (see Exhibit G
attached), and approved by the full District Board of Education on January 18, 2000 (see Exhibit
H attached). Under lllinois law, such acceptance by public authorities of a bid submitted
pursuant to a proposal or advertisement for bids for a contract for public work created a legally
binding and enforceable contract or agreement, specifically a legally binding agreement or
contract between the District and the above-referenced service provider effective January 18,
2000. Unjversal Printing Company v. State of Hlinois, 43 1Il.Ct.Cl. 165 (1990), citing Harvey v.
United States, 105 U.S. 671 (1882); see also Joseph J. Duffy Co. v. State of Iffinois, 34 IIl.CL.CI.
69 (1981), People ex rel, Department of Public Works and Buildings v. South East National Bank
of Chicago, 131 1Il, App. 2d, 278, 266 N.E.2d 778 (1% Dist. 1971), Mandel Brothers, Inc. v. State
of Hllinois, 10 1.Ct.Cl. 448 (1939), West Chicago Park Commissioners v. Carmody, 139 Iil. App.
635 (1908). Because the January 18, 2000 acceptance of that bid preceded the January 19,
2000 filing of Form 471 for Funding Year 2000, the District clearly had a legally binding
agreement or contract in place at the time of submission of the Form 471. Accordingly, the SLD
should not rescind the commitment and should not seek recovery of any disbursed funds.

Alternatively, even if such a violation of program rules was committed for argument’s
sake, the Notification of Commitment Adjustment Letter erroneously seeks recovery of funds
disbursed from the District rather than the aforementioned service provider. Indeed, SLD
Commitment Adjustment rules provide that “if funds need to be recovered, the SLD will seek
recovery from the service provider.” The fact remains that the District’'s Form 471 filed on

! The District notes that SLD records incorrectly indicate a certified postmark date for its Form 471 as -
January 17, 2000, an impossibility in that that day was Martin Luther King, Jr. Day, a national holiday
during which the District administrative offices were closed. Actually, District Director of Technology
James Daniels sent the Form 471 to SLD via Federal Express on lanuary 18, 2000 {after all necessary
approvals) for delivery to and filing with SLD on the January 19, 2000 deadline. {See Exhibit C attached).



January 19, 2000 identifies the aforementioned service provider and its properly-tiled invaices
were pald directly to the aforementioned service provider by SLD. (See Exhibit H). Accordingly,

SLD should seek recovery of any disbursed funds from the aforementioned service provider, not
the District.

Further alternatively, even if such a violation of program rules was committed for
argument’s sake, the SLD should waive the applicable rule? because there is no allegation of

misappropriation of funds/equipment. Indeed, all of the funds expended and equipment
purchased are accounted for by the District.

For one or more of the foregaing reasons, East St. Louis School District No. 189
respectfully requests that the SLD grant its appeal, reconsider and reverse Its position in its
January 19, 2005 Notification of Commitment Adjustment Letter, not seek recovery of any

disbursed funds from the District and honor Funding Request Number 440968 (as more fully
described above).

If you have any questions or comments, please contact me at your convenience at the
contact information below. '

BECKER, PAULSON, HOERNER & THOMPSON, P.C.

By:
Garrett P. Hoerner

Attorney for East St. Louis School District No. 189
5111 West Main Street

Belleville, Illinois 62226

phone: (618) 235-0020

fax; (618) 235-8558

e-mail: gph@bphlaw.com

enclgsures

cc: Dr. Stan L. Mims {w/o enclosures via U.S. Mail only)
Mr. Lee Triefenbach (w/ enclosures via U.S. Mail only)
Mr. Lonzo Greenwood (w/o enclosures via U.S. Mail only)
Mr. Pearson C.). Bush (w/o enclosures via U.S. Mail only)

*The District raises this argument to the extend permissible before the SLD and necessary to preserve the
issue for FCC review, if necessary.




EXHIBIT B
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USAC

Universal Service Administrative Company

To:  Mr. George McDonald, VP - Schools and Libraries Division
From: Intemnal Audit Division

The Internal Audit Division of the Universal Service Administrative Company and
KPMG LLP performed an andit of the Schools and Libraries Support Mechanism
spplication of the East St. Louis School District located in St. Louis, MO, Billed Entity
Number 136412 for Funding Year 2000. KPMG was engaged on' December 19, 2002, to
perform agreed upon procedures sudits based on a sample of beneficiarics and audit
procedures developed by the Federal Communications Commission (FCC) Office of
Inspector General (OIG).

The procedures in the attached report were performed for the purpose of assisting USAC
in determining whether the East St. Louis School District, as s recipient of support from
the Schools and Librarics Support Mechanism of the Universal Servics Fund, is
complying with certain support mechanism rules and regulations established by the FCC.
This agreed-upon procedures epgagement was conducted in accordance with attestation
standards established by the Ametican Institute of Certified Public Accountants and
Government Auditing Standards (GAS) issued by the Comptroller General (GAS 1994
revislon, as amended).

For the audit period, East St. Louis School District received the following commitments
and the following disbursements were made on its behalf?

-

Amoupt Dishursed Service Type
$6,502,065.4 $6,451,802.46 Intemal Connections

0.00 0.00 Intemet Access
324,643 46 24745533 Telecommunications
TOTALS: $6,826,712.87 $6,699,257.79

Based on the results of the review and test wark, the Internal Audit Division has
concluded that the East St. Louis School District iy not compliant with the Schools and
Librarics Support Mechanism program requirements for the funding year reviewed. The
results of the audit disclosed apparent non-compliance with Schools and Libraries
Support Mechanism regulations and/or procedures in the following area:

» The applicant did not have a signed contract in place prior to the submission of the
FCC Form 471.

KPMG Audit No. SL200IBE098 Page 10f2
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Detailed andit findings and responses are discussed in the attached report.

The Schools and Libraries Division will be secking a recovery in the amount of
$6,451,802 for the audit finding noted above,

This report is intended solely for the use of USAC and the FCC and should not be used
by those who have pot agreed to the procedurcs and taken responsibility for the
sufficiency of those procedures for their purposes. However, this report is a matter of
public record and its distribution 1s not limited.

KPMQ Audit No. SLZ003BED9S . Pagelofl
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Universal Serviee Fund, as &Egﬁngi Libraries Division (*SLD™) of Gm?.n

pursusst to the Federal Communications Commission (*FOC™) regulations, is complying with
agreed-upon procedures engagemen! was cotdocted in accondaacs with attestation standurds
established by the American Institote of Cartiflad Public Accountants and Governmert Aldirin
Standands, issued by the Comptoller General (1994 revision, as amendad). The sufficiency
these procedures is solely the rsponsibilicy of USAC. Coasequeaty, we make 00 reproscoistion
mgandiog the sufficiency of the procedures described o Amachment A either for the parpose for
which this report has been requested or for any other purpose.
Sperific procedures snd related results have been enumerated (o Attachment A to this report.
We were nit engagad w, and did not, condoct an examination, 1be objective of which would be
Eﬂﬂgﬁasiﬂgﬁugpiu&s—gﬁ-naﬁg S&L
Support Mechanism ruley and regulations. Accordingly, we do not oxpress voch an opinion. Hed
we performed additional procedures, othor matters might have come to cus atenton thay would
have been reportad to you
‘This report is intended solely for the information and use of the management of USAC and is not
intengded w be and should not be used by sny parties other than the mapagement of USAC.
KPrMa e

ooooooo
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Usivenal Sorvics Adminiptrative Compamy (URADY Apresd-Upss Fracidurss Ragon - ARschapst A
Exst . Louis School District Seunfiolery No. 136412

Anachment A outlines the agreed-upon procedures for the East St. Louis School District
or "ESLSD™), tha sssocintad results, and any related management response
obiained in relation > exceptions.

APPUCATION PROCESS

The following procedures arc associsied with the USAC E-Rate application process for the
Beneficiary assocised with its Funding Year (“FY'™) 2000 Application. mmu

Supcrimtendend
Technology Conidont
Diroctor 68 Media
Direccor’ of Matzrinls Management

Ia geneoit, KPMG provided an overview af the prosess,
Irtroduced the: feamn foerabérs s will B¢ inoducting the
agread-upon procadures and dsoused how resulls woukd
be covumuaicatsd widh the Easy St Loais Sciioo] Districs.
A Breline for (he sitevewicw wos-ulso Siscumed
sgrocment was reachod shat the closing mecting would
| b bekd om or efore ity 39, 2003,

LI B B N N A

USAC Repon Nombey S51.2003BE0SS A-1
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L]
Universal Servive Admisistrative Compuay (URAC) Agrecd-Upoa Procodwrss Repont ~ Ancieesst A
;hﬁ.:l.ﬂlfdm Beusficiary Ne. 136412

Procedurg 2

PRI

T e
=

s VI T ) S S b e R -

| KPRIG obtalned the Tisted docunientation e availuble:
M| by USAE ot 1he Beoeficiay.

& Gcr:cm dw:rtpﬂmnt‘ bm:ﬁws
L EBare pmg:um,mm!ary
T .c.'h.ongdmld ealars, pmcmn :md bow
© aheBenefiorry e vl E»anpm-

USAC Report Number SI.2003BE0OS A-2
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Agrond-Upoa Proceduses Repost - ARachmans A
- ﬁh 136412

Procedune *

If the Beneficiary iz a private school,
determine by reference to the Bensficiary's
financial statemnents if it had endowments
exceeding $50 millien during FY 2000.

f 5 T B g g s ey g v
therefore. this procedure 1 not applicable.

USAC Report Number SL2003BE0SS

d006/019
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BND NEWSROOX

i Apresd-Upos Procedorts Repont - Aliacheedt A
o Beasliclgy Ne. 136412

1o the June 30 200) OMB A-13% Repon, o Bodiog oas
repored smiing,’ Wmmtdm” mainmin
demlled reennds i agcoant for soms fixed as:t addltons.
nhseauent 15 tho phyiied inyvgniory.” During

1 m«rmwm EPMO noted
yhan the fined dcsed bisting reflécting B-Rate coulpmeat was
pofonusticvists |

mxmmﬂh:ammﬂm o

Mmmlw
e The Fimmeial Momgement Officer for ths East Saint

Lovis Schoot Disirict informed KPMG that while the
OMB Circular A-)33 repart for the year coded Juse

36, 2002 indieated that the isawt uns re-identified, e

was carrected for year ended Jume 30, 20035 208 was

oot Identified m tha year's roport.

owmmmmcmumaam
{ toe FY 2800 for Bast St "Lpuis Schoo! Distriet 10 determine
if any matiial dalfieiencies wene reporiad.

. KP“-!GmdthwhrmﬂcumShek-LUmsmFm

| Fotve 196 for 5Y 2000, witich iplcared thay the

| Teshnology Plua was approved by Goeaks 2000 and Tule

| One which are not inclided or the SLD-certfied

| Techaokopy PlanApprovers tist for FY 2000, KBMG

1| considery his an excepiion

| KPMG vbtained 4 copy of the Bencficimry”s Technology

| Plasyand mored thas i was sppraveed by e 1tols Stote

1 Ama 5 Reglona] Offies of Bdusistion, which i included oo
1 the SLD centified Trchoology Plan Approvens list for FY

m.

| KNG otso noied that the Technnlogs Plun wus ror

conslgten)  witk LSAC' reguircrents @ the Jullowing

‘| respeerc:
* T Technalogy Plan (the Plan) dees not provide for a

significant review-gf the Plon diring the third yeor,

o The Technologx Plan tess nes inciude discussion of the

wr of E-Raic fording. &1 the e the Plan wax
apprimed. the Eaxa Sz Lowis Schiwd Districe iypd 5z yet
secured E-Rote funds The Plun wux no: aevised o
address the sse of fnds eace E-Rare funding was
srovned.

1 Mfanagement Response

371 These excepaons wil] e addressed going forwaird with E-
1] Rase,

@ZooT/019

A-4
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Univarml Sevvics Admsinistruzive Covapesy (USAC)

oot St Lows School Disrict

END NEWSROON

Agresd-Upos Procederes Raport - ARachsosst A
Besgficlary Mo, 136413

Tdentify tha besls used to calculnts the

s dlscount percentage on FCC
Formm 471. Compare this basis 10 the E-Rate
spproved basis for FY 2000. Recalculats the
discount perceatage cakularion for all 26
schools within the school disuricr,

T b N e A
KPMG compared the basis used (o perform the claimed
discount calculation on FCC Form 471 © the sudents
eligible for participatdon in the Natonal Student Lunch
Program. In addition, KPMG recalculazed the discount rawe
ond agreed the rale to USAC documwrs for all 26 schools
within tre East St Lowls Scbool District.

No exceplions wera noted,

Arplicition Process Nnmnun

The following procedures are associsted with the USAC E-Ratz program process that the
Beneficiary utilized related to its FY 2000 to select and determine the eligibility of potential and
contracted Service Providers. The procedures and associated results are docamented i the

following tables.

I'rosedurs 7

Gain an upderstanding of the Benediciary’s
Service Provider selecton process by
reviewing documents provided by the
whether the Beoeficiary's Service Provider
selection process included competitve
badding and cost/benefit analysis ia FY 2000
as recorumended by USAC.

KPMG guwdmmmgofﬁwﬁm&lm
Schaol District’s Service Provider sclection process by
reviewing documents provided by the Enst St. Louis Schoal
District and throuch inquiry  KPMG determined thag such
process included competitive bidding and cost/benelit
analysis in FY 2000 as recommended by USAC

L Provedty

Tirs s sumilonf e (1) Service Enovidet for

1 XPMU ohtained e appiicable FCC Forrs 408 (Scrvice

1 guddelines.
S| No exesptions were nopted.

FY 2000 E-Rate corvices allar produsit. Fog 1be splectal
Scnvitn Provider, Amctiterh Advanoed Data Scrvices, T,

Provider Registtation Form xnd Form 573 (Service
Provider Anmynl Cenifieation Form) and detmrmined tha
thaye forms were completed in accondaave with USAC

USAC Repon Number SL2003BEDSS

Qoos/019
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BND NEWSROOM

Agrood-Upoa Procedusrs Ropon - Asachestat A
Besticiary Wo. 136412

: mmmmnmmmmm&u&
¢ w;s:hodDmdu.lQMGuhmd&ai'nﬂmm
: (*)Mwmkmﬁr%m&g&

| sroeed caneaers 1 the FY 2000 E-Rus prograsm £SL

1| Vo services andfpr prodacts included in the sdexzed
| convaces wene idenrified a3 neligivle iy the £SL.

-1 70 to e description of servites andfor prodocis. tn the
] selected cansaers,

No ¢xcaptions ware stoted

KPMG compaed the loleamation (0 Block 2, Summary-
Dump:-on ofNeaifs or Services Raqugsted, of FCC Forms

| KPMC comgmnad e informmation i Block 5, Discoudt

| N execplians were noted,

Funding Roquest. of the FOC Form 471 to the selected
contracts.

°3 July [0, 1997; theatfote, thid procedure 1 not applicabhe,

None of e szlected contracts were awardad on o balone
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Univetsal Service Administrativg Company (USAC) Agreed-Upod Provcsdares Report — Aachimess A
East B Louls School Disicy Bosgiichyry No. 136412
REMBURSEMENT PROCESS

The following procedures are associated with the USAC E-Rate program process that the
Beneficiary utilized related to s FY 2000 Applicstion to cosure the eligbility of
Telecommumcations, Internet Access, and Internal Connections.  The procodures, the sssocisted
resolts and any masagement responses obtained in relaton to exceptions are documenied in the
following tables.

Praaature 1 S S e Ty T e S R O R s RO
Gain on undersianding of the Beneficiary’s KPMG gained an understanding of the East St Louis

reimbursecent process by reviewing Schoal District's reimburscment process by reviewing
documents provided by the Beoeficiary and | documents provided by the East 5t. Louts School District
through toquiry. Derermine whether the and through inqairy. KPMG determined that the

s reimbursernent process incloded | poqofeiney's reimbursement process included tracking of

wacking of E-Rme related expendinsres and
status of work performad kn FY 2000. E-Rate related expendisures and status of work in FY 2000,

¥ tho East St. Louls School District filed sy | The Bencficisry informod KPMG that the East St Lovis

FCECABRI?:.“&MWMMM School District did vor filo sy BEAR forms for FY 2000.
@ (Form 472) fox FY 2000, Therefore, this procedure is pot spplicable.

oo¢ (1) cotopicsed BEAR form snd verify dhat :
F_dpulbytkhmm - , A

KPMG obuined laformtion 2bots ihe st St. Louis
1 Schood District’s fyimbmosement progess,

KPMG conidd not determine that the dligiée end irxlipibls
ey were properis regrégated peaw (v xnburiiting invaives
v USAC for reimhurspotent becanse e East St Louls
Scicol Digrice subcontracred that m)wmhhn tv Errse &
| Young LLP vad veus unable to provide RPMG wish decasly
| tspecific criteria, steps taken, ets, ) of Ernst & Yonung's
-| preacess for Negreguging ineligibie dams.

Manppument Response

“{ The Benaficrary's former dusiness manager Rgoanine was

| tequired 82 all Invoices i onler t aPprove b begpest far

| payment Howsver, Mr, Wells £h npt possass tie teghtical
| expestise Tequired W seresn vebdar invoiees far porenrn}

fligitles.

| Sinze be did not passess the zectmieal expertise raquired to
w2 | sevten wendoy invgices for porentinl inedigibles, be would
] sedirect tie inveices 16 Erst & Young for cxaminaion,
. Afier Emst & Young compluted the idebiible serening, he
_ 4 Wwould sien the invéices apd prepare x Request for Payroent. |

do10/019
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Univarsal Service Admisistrastve Company (USAC) Agroed-Upon Procedosss Repoet - Aitachtue A
Bt St Loals School Disrict Dessficlary No. 136413

] mommhwumﬁwmmmmh

support ummhmgmw

| to compitns ihe selecied inyoltes |6 controct teroms mmd

o th"

;| KPMG wos nagble 10.00Mpare LOVOEE 10 £OMRINRT KES
ond billiog or the five involces;

AmerigeX - In FY. 2008 the East S, Losis Schpod
Dismice did not bave 6 frrmally oo contrict wiia
wwnmwc Mq;mm

d with Ameritech’y segolaniing, &
mmmemﬁmpnmmpa&y
regiiring on execated controct witk o Lerdor,

Armounss celebirsid relatad 1o the selected Anseritech
brevices povated S2.2I6412.

Sonacom — Somdeom conducted work on 1] of the
Beneficiory’s schools priov ko contract execution. ThAe
Berseficiary authorized Sonacom to proceed with work
bufors ¢ formid contract was kigned by izsuing
Novtices so Procesd. However, KPMG wos

provided Notices to Proceed for 9 of tie 11

therefore seither Sonacom norithe East 8¢, Louls
School District were able 10 provide documentation
axrboriging Sonacom to condact E-Rate related work

on certain of the Bengficiary's schoals prior to
CORIMACT exrcalion. :

Furthcrmore, the Sonacom contruct terms and billing
did not match the buvoices, in thet product
thmwﬁﬂvmhﬂ:

Contract billing terms also differed from
ummeﬂtm Amounty reimbarsed
relared to the selected Sonacom invaices totoled
3983,933.46,

Bismegnesss Beopanes

Axesitoch’s policy is w0 provide s formal, wadticn contract
foc agroements where Amesitech is installing sod
maineaining equipment, oot If it is for providing reststance
with procuring equipment.

The Notices to Proceed were exacated by the former
Director of Business of Operations.

Going forward with E-Rate, tem descriptions oo invoices
will omich contract terms and billing.

A-B
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BND NEWSROOM

Agrend-Upea Procadurs Rapos ~ Antachmont A

Demstotay o, 196413

mmbmmmmmwmmwup&
pmd:dmmpafm
- Amentech Advanecd Dars Srvices, Ine. - FRN
400898
- Sodacom, nc. - FRNAG09T8

KPNIG ¢ompered the Bast St Louls Schpel Disaiat’s

_recosd, fypically the relsted lnvelcs; mo support thar the

Servicr Piovides's bilf 1o the Bass 2. Lowss Seboot District.
was processed (pviosed awd pald) i accondneg with the
Enst St Loigy School Bistrict’s wandioed procedures,

No excephions were rated

KPMG erified that'ivppeniog docusentation, typicafly an
iovpice bewring m anbumhi‘dpm existy' for e
approval of the imvoloes seeonisncs With  the
Bensficdary's standand procedures,

No exexpricns were roted

KPMG . compared the discoom me as sudmimed on the
seimbursemcna foems 1o the Funding Commitment Cesision
Leter and verificd thex it was opplitd appooptiacly,

Ny exceptions were noted.

KPMG compared tha services Usied on the Service Frovider
inveices for which discounts were ke o tha-ESL..
KPMG noted the lollowlog exception:

5 ot Mither the Reanficiary nor the Service Provider wery oble

to prenide the does that corain equlpren: purchesed from
Cisco Sywteme, shiich vars invoiced on Seprembee 30,2001,
was installed and made aperational in the schools. Tke
pecting digs irdicated the dme that gems were received ar
a cerprolized wardlouse. Avcordingbe, KPMG wus dnable
ta dusenzine if che produess purchosed wmzt the criterio in

"1 dhe ESE

@o12/019
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Miaapurnl. num 9

ESLSD malasaluy resoctts of aff eaphaf spses, We
provided KEMG with detaded imveotory teconds of ail Gixed
agsery purchased under E-Rats. The inenrory records
mmdlbesmnlmmbm andd loentians of the
qqpmt._ We alsp provided them with packing elips that
conmiaed thedate o which 1 [rems wéze reoetved int our
vintrlized warchouse.

G was informed tharihaze were no substititis produdts
o servives for e Exst'St Lowls School Diwder,

KPMG detérminad that the non<discounsad costs
“(Beneficiary™s shiro) were pald dinely and in accordince
No zxeepiians were noted.

RPMG compaxrd the SPIs w the Service Provider's bill o
the East St Louis Schoo] Dismict. KPMG verified that the
toml bled coxs (1o the Univioml Scrvice Fund jrogram
and East 52 Louis School District) did not excied the fotl
cost of the cligibls prodnets nd services detivered undee
the FRN ond 1has the: Service Provider only sought
reirnbursemienn of ehigible cost and applind the spproved
discount rate.

Nirexceprions were roted.

{ BEAR Fonns wert nor uud by ke Bencficiiry, therefarg,
1his procedure is fior applienhia,

1 KPMGanempted to 2ompons the Beneficiary's

1 aaserlmbentory reeonds 10 sdgeted involoss to vexify thar
the bilied xuipiment i3 s e the veatocy (inchuding
ok, model, mwd serial number).

Herwever, KPMG wis upables to perfean this procedize

| beczusa the Beneficjsry’s nsset nebocds do ot inclode

| documenztfon which Idenrifies the iveices reinied o e
purcinces of tush nssets ar whether such asees were
puschased wizth E-Rate funds.

7| KPMG consider tiso be an cxoepan.
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Univerml Sevvice Administrative Comguay (USAC)

Ban St Lowss Sehoos Diarict

BND NEWSROOM

; mp«.umednn&e:&m The favearery neeards.

»m W pm'chmd

mmhwmwlmmdh

1 exuipment. Weiiso providesd them with pucking slips that

usdng asandad ESLSD
mmmmmmemnrm m{)’&tm

of Tachuslogy signed off cm th et of ol spspmen

s Pavahla ipsuing pasnoent

2 sm&wmsmmadmmm

- MMMNMWMMWM
3 BMMMMthMMMIm
- above, KPMG was umable to pertom this procedure.

Prowedine

Perform site visits to the Service Provider(s).

KPMG and USAC agrecd not o paform Sa'vicc Pro\idu

$ite vigits af this dme.

Provedure 13

A-11
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Since the Bénaliviny’s avyes records

{nfgrmation 1o idsoeity the Imwolces absociaued, wil the

mssets ov whether such psseis werg purchused with E-Rate

{ Foadie, 2 deseribed-da the nesults 1o Procedure: 131 above,,

| KPMGdid ndt perform sit visits 1o individual schidals of -
the Beneflefary, C '

A-12




Management Response Detail

Beneficlary Eoxt 84, Lowls School Disirict Not Compliant

Rpe Ref, Step  issue Type lesoe Amourt  Policy Insue Stwocs A=ount se Recover
” $13 Ol - Intmmal control aue NotOvtained Ma Policy lasus Finding Only Wo Recevery Required

fsxuee Deiifs as quoted fron andit report

KPMG oblhos ndoamaliasn abioul the Esst SL Ly Schop! Diktrict's sombursamest oboss, KPWMG ooeid nal <atomine the! U olkgble snd nolgibs tarve wirs propesly
segrogated nnuthuhnmmwuwwrﬂnmmmhmaMWWWMMB Eremsl & Young LLP ond was
wnitble to provide KPAWE with dotoils (spocir elinds, mmm}dw&m-mumwmmmwnmmw
sigralure w09 rafdad om ol [aveices by srder 10 Gpprove a oquss! for paymend, Howewer, N, Wolls 9kJ oot oossass tha acknicst skparliss fequined 1o scroow watks involcos
for polovitn) fnaligii . Sinca ha did nel possass tha achrical axpesco mdquired i stmtn vandor iwolcss for aoiaoist lsokgibilest, i would Fecirect the Invoicry fo Emet &
Yaung for cxomination . Afiar Emal § Yeung complbed tho insligitia scracniag, he wowkl £ga tho imwolcas and propary o Ragusst for Paymenl,

Application Resolurion
This i5 an witomud cosiad ssie gl Rok aubject T PIoaTEeR nens.

12A MY  Gledig - Copies of Sontracls SHA51,80248 No Puilcy hsws Rty Vinlsion SEASLN2 4

Isvae Details as qusted from andlt report

Amestiach — in FY 2000, the Eesl St Lou's School Dixtict did not kave o formally aaculad oontracl with Amaritach, cailwr & malnisiosd & vartal sgresment with Amesitach,
sccepling Purchass Qrdan as binding sgreements. Amediech paiicy aliows lor this srmangacssant in such alusiions, &8 I coly pravided squipment it cestomens in FY 20001
Yrhille the Baneficiary complied with Amestieci's peguisiions, it did not adhers b 2e own procussment policy requiking an sxaculed cosicact allh o vendcr. Amausis wirstrersed
reisisd b2 the selecied Amertach invoices ialed $2.210.412.  Sonacom - Saancon canduciad wak on 11 of the Senaficlyry'y acheols paitr 49 condracl sssculion. The

Banaficlary authordzed Sonacom i proceed with work belore & faemel Soninact wes signed by besuing Motioss 1o Procesd. Howewst, 107G was only providad Nolices 1o Proosed
tor 9 of the 11 achools, therafore xetthar Soascam aor Sw Emst 8L Louls School District ware abie t provide documenialion sulhartzing Sonacom © oomiuct €-Rals rekaied wak
on certain of the Berwiiclary's schools pilor 10 Gosieact s asoulion.

Application Resolution

The appicant suppiied SLD with the minutsy om the Esal 8t. Louls Board of Educeton Boand Mesting oo 1211 8700 when they spproved the fends for the E-vele progras lor
Amaritach snd Sonacom, they aleo supplied 8 copy of the Purchems Order 0 Sonecom deled 71804; howsver hues docmenis sie dated aller e sutsviasios of FCC Faan
471 which je duled H172000, Tremiore, s s o nde viokiton. SLD will seek secovery of Sebmread finde.

Friday, June 15, 2004
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