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DECLARATION

L I, William Spires, am the Director, Systems Development and Support Services,

Riverside County Office of Education ("RCOE") in Riverside, California I have occupied that position

since 1999. In am familiar with the Funding Year ("FY'') 1999 application of RCOE, on behalf of a

consortium of Riverside School Districts, for support under the Schools and Libraries Support Mechanism

("E-Rate Program") administered by the Universal Service Administrative Company ("USAC"). I am also

familiar with the history of the effort of USAC to recover certain approved E-Rate Program funds for FY

1999 as "erroneously distributed"-

2. I have reviewed the foregoing Supplement To Request For Review ("Supplement"), which

was prepared pursuant to my direction and oversight I hereby declare, under penalty of perjury, on this 27th

day of August 2009, that the facts and circumstances described in the Supplement relating to and surrounding

RCOE's FY 1999 application for E-Rate Program support and the subsequent history relating to and

surrounding that application and the E-Rate Program support, are true and correct to the best of my

knowledge and belief

5039497

tJ.Jt~~
William Spires

1
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DIV"'~ 1

FCC Form

470
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Approval by OMJ
3060-0806

Schools and Libraries Universal Service
Description of Services Requested

and Certification Form

Estimated Average Burden Hours Per Response: 6.0 hours

of6

This form is designed to help schools and libraries describe the eligible telecommunications-related
services they seek so that this data can be posted on a website and interested service providers can
identify the applicant as a potential customer and compete to serve it.
Please read instructions before cOlJ1)leting. (To be completed by entity that win negotiate with providers.)

I Block 1: Applicant Address and Identifications

I(School, library, or consortium desiring Universal Service funding.)
iPosting Date: 03/05/1999
Allowable Contract Date: 04/02/1999
Certification Received Date: 03/12/1999

1. Name ofAppliClUlt: ri Funding Year.
R 0 P - RIVERSIDE COUNTY 07/01/1999 - 06/30/2000

3a.NCES School Code (if individual school) Or NCES Library Code(if individual bbrary)

State: • D~trict: - SchoollLibrary:

~b. Universal Service Control Number. rC. Applicant ID Number.

220100000227898 143743
~a. Type orApplicant
(Check only one box.)

r school

r school district

r bbrary or bbrary consortium under the LSTA

(;" consortium of multiple entities

46. IfApplicant is a consomum, check all other boxes that apply:

r includes non-govenunental entities ineligible for support r state educational agency

r entity desires separate bills for each member of consortiwn P' local educational agency

r entity desires separate bills for some members of consortium r educational service agency

P' region of a state r statewide r muhi-state

5. Applicant's Street Address, P.O.Box, or Route Number
~treet

93913THST
~ity

~:
ip Code 5Digit Fip Code 4Digit

RIVERSIDE 92501
Telephone nwnber Ext: IE-mail Address

(909) 2224400 /educhon@rcoe.k12.ca.us

6. Contact Person's Name: Elliott Duchon
Street Address, P.O.Box, or Route Number1 irdi&rent livm Item 5)

Street:

393913mST
City:

I:tate ~~~~e 5Digit: rip Code 4Digit:

RIVERSIDE CA
IFill in aD of the following(if available), and check the preferred mode of contact:

r Telephone Number Ext: c: Fax Number Ext: r E-mail address: r Mail:

(909) 3696478 909) 3696363 ~duchon@rcoe.kI2.ca.us

Block 2: Other Characteristics Of Applicant

FCCAR00004
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l'7a. Number of students:
~b. Number of library patrons:

[277321
8. Number of buildings to be served: ~. Number of rooms to be served:
~270 ~6160

Block 3: Summary Description of Needs or Services Requested

10. r Check if applicant seeks discOlmts only for eligible services based on one or more existing,binding
\';ontract(s) and proceed to Block 4.

Sequence # lDate Contract Signed 1C0ntract Termination Date

11. r Check here ifyou have a Request for Proposal(RFP) available.IfRFP is posted on a website, provide the
Iwebsite address

(1) (2) (3) (4) (5)

~dditional Total
Existing Services ~ervices Details(Optional)
Services Desired Desired

12. Telecommunications Services
a. Number ofphones that have or require service (See
instructions concerning extension phones and fax
machines.)
lb. Number ofcomputers that have or require service
Ic. Number ofhigh bandwidth video conferencing links
d. SpecifY other (Optional)

13.Internal Connections Existing Additional Total Details
a. Number ofbuildings with at least some rooms

~270 0 3270
connected

b. Number ofrooms connected ~6160 0 26160 ~~crease # drops per
lassroom

Ic. Highest Speed ofconnection 1100MbPSll00Mbps
!d. SpecifY other (Optional)
jl4.Intemet Access IExisting IAdditiona~ Total I Details
~. Number ofdial up connections necessary
lb. Highest speed ofdial up connections

c. Number ofdirect connections necessary 14 r 1
14 ~intaindiscounts on

xisting Tl service
Id. Highest speed ofsuch direct connections fil
Ie. SpecifY other (Optional)

·15. You may provide additional summary information about the services you are requesting to help service
providers identifY your needs more precisely.You may provide teclmical requirements or give an informal
description ofyour telecommunications-related goals.

.This application advances the existing RiverLink Project, a county wide initiative to provide 95 drops to all
lHigh Schools, 48 drops for each Jr. High and 24 drops for each Elementary School in Riverside County.
lHardware needed includes, but is not limited to Smart Switches, routers and CSU/DSUs. AdditionaUy, we
require installation and maintenance services for aU equipment and infrastructure. Vendor must be able to
provide all necessary aspects of the installation.

16. r Check here ifthere are any restrictions imposed by state or local laws or regulations on how and when
providers may contact you or on other bidding procedures.Please describe below any such restrictions or
procedures. You may attach restrictions or give website where they are posted.

.17. Purchases in future years: Ifyou have current plans to purchase additional services in future years, describe
them below (Providing this information is optional.)

FCCAROOOOS
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Block 1
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Block 4: Technology Assessment

IS.Although the following services and facilities are ineligible for support, they are usually necessary ifschools and
libraries are to make effective use ofthe eligible services requested in this application.
(Ifyour application is onlyfor basic voice telephone service, check this box

r and go to Item 19. Otherwise, you must check at Ieast one box in each ofthe other lines. You may provide
details for purchases being sought.)

la. Desktop conmumications software: Software required P' has been purchased; and/or r is being sought.

b. Electrical systems: P' adequate electrical capacity is in place or has already been arranged; and/or P' upgrading
for additional electrical capacity is being sought.

c. Computers: a sufficient quantity ofcomputers P' has been purchased; and/or r is being sought.

d Computer hardware maintenance: adequate arrangements P' have been made; and/or r are being sought.

e. Staffdevelopment: P' all staffhave had an appropriate level oftraining or additional training has already been

scheduled; and/or P' training is being sought.

f. Additional details: Use this space to provide additional details to help providers to identify the services or
facilities you desire.

Block 5: Listing Consortium Participants

19. Eligible Entities: (Billed Entities.) Ifapplicant is an individual school or a library or a school district or a
library system that will receive only one bill, it should only fi II in the first row ofthis chart. Ifapplicant is a
consortium ofmultiple billed entities, then it should fill out a row for each billed entity. (Applicant may attach
additional pages.)

Billed Entity Billed Billed Entity Code Zip Code(s) of
Entity's Zip (Inserted by Administrator) Recipients of

Code Service
Riverside County Office of 92501 I 159304 92254

Education

Riverside County Office of 92501 159304 92201
Education

Riverside County Office of 92501 159304 92396
Education

Riverside County Office of

I 92501 I 159304 I 92532
Education

Riverside County Office of 92501 159304 92530
Education

Riverside County Office of
192501 I 159304

I
92555

Education

Riverside County Office of
192501 I 159304 I 92234

Education

Riverside County Office of 92501 I 159304
I

92276
Education

Riverside County Office of 92501 I 159304
I

91719
Education

Riverside County Office of 92501 159304 I 92223
Education

Riverside County Office of

I 92501
I

159304 192539Education

FCCAR00006
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Riverside County Office of 92501 159304 91752
Education

Riverside County Office of 92501 159304 92553
EducationkRiverside County Office of

192501 159304 92507
ducation

Riverside County Office of 92501 159304 92592
IEducation

192220
Riverside County Office of 92501 159304

Education

Riverside County Office of 92501 159304 92518
IEducation

Riverside County Office of 92501 159304 92563
Education

Riverside County Office of 92501 159304 92240
Education

Riverside County Office of 92501 159304 92270
IEducation

Riverside County Office of 92501 159304 92582
Education

Riverside County Office of 92501 159304 91760
Education

Riverside County Office of 92501 159304 92505
IEducation

Riverside County Office of 92501 159304 92236
Education

Riverside County Office of 92501 159304 92239
Education

Riverside County Office of

1
92501 159304 92509

Education

Riverside County Office of 92501 159304 92562
Education

Riverside County Office of 92501 159304 92264
Education

I 92225
Riverside County Office of

192501 I159304
Education

Riverside County Office of 92501 159304 92585
Education

Riverside County Office of 92501 159304 92504
Education

Riverside County Office of
192501 I 159304 92501

Education

Riverside County Office of
92501 I 159304 92274

Education

Riverside County Office of
92501 I 159304 92544

Education

Riverside County Office of
92501 159304 92536

Education

Riverside County Office of
92501 159304 92549

Education

FCCAR00007
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Riverside County Office of 92501 159304 92567
Education

Riverside County Office of 92501 159304 92506
Education

Riverside County Office of 92501 159304 92508
Education

Riverside County Office of 92501 159304 91720
Education

Riverside County Office of 92501 159304 92260
Education

Riverside County Office of 92501 159304 92253
Education

Riverside County Office of 92501 159304 92595
IEducation

Riverside County Office of 92501 159304 92584
IEducation

Riverside County Office of 92501 159304 92262
Education

Riverside County Office of 92501 159304 92570
Education

Riverside County Office of

1
92501 159304 92583

IEducation

Riverside County Office of 92501 159304 92503
Education

Riverside County Office of 92501 159304 92275
Education

IRiverside County Office of
192501 159304 92545

Education

Riverside County Office of 92501 159304 92571
Education

Riverside County Office of 92501 159304 92591
Education

Riverside County Office of 92501 159304 92543
Education

Riverside County Office of 92501 159304 92557
Education

20. Entities Ineligible for Schools and Libraries Discount:

Name ofEntity Zip Code(s) of Contact Person Phone Number, E-mail Address,
Recipients of or Alternative Preferred Contact

Service Method

Block 6: Certfications and Signature

121. The applicant includes:(Check one or both)

FCCAR00008
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~Iock 1 http://www.sl.universalservice.orgitorms/KevlewAll.asp

a. P' schools under the statutory definitions ofelementary and secondary schools fOlmd in the Elementary and
Secondary Education Act of 1965,20 U.S.C. Sees. 8801(14) and (25), that do not operate as for-profit businesses,
and do not have endowments exceeding $50 million; and/or

h r libraries or library consortia eligible for assistance from a State library administrative agency under the
dbrary Services and Technology Act of 1996 that do not operate as for-profit businesses and whose budgets are
completely separate from any school(including, but not limited to) elementary and secondary schools, colleges, and
IJ.miversities.
122. AU of the individual schools, libraries, and library consortia
listed above in item 19 are covered by:

a. r individual technology plans and/or

b. P' higher-level technology plans for using the services requested in this application(ifthose services consist of
other than voice services).
23. Stah~ of technology plan(check one):

~. ~ Technology plan(s) haslhave been approved; or

h("" Technology plan(s) will be approved by a state or other authorized body; or

c. ("" Technology plan(s) will be submitted to Schools and Libraries Corporation for approval.

24. P' I certifY that the services the applicant purchases at discounts provided by 47 U.S.C. Sec. 254 will be used
solely for educational purposes and will not be sold, resold, or transferred in consideration for money or any other
~ng ofvalue.

125. P' I recognize that support under this program is conditional upon the school(s) or library(ies) I represent
~ecuring access to all ofthe resources, including computers, training, software, maintenance, and electrical
connections necessary to use the services purchased effectively.

126. ~ I certifY that I am authorized to submit this request on behalfofthe above-named applicant, that I have
examined this request, and to the best ofmy knowledge, information, and belief: all statements offuct contained
herein are true.

29. Printed name ofauthorized person
ELLIOTI' DUCHON
30. Title or position ofauthorized person
ASSISTANT SUPERINTENDENT OF SCHOOLS

60f6

New Search
. .. --... . -j

• Return To Search Results
._---_._.-.-._----~._- ---_._--_. -_._-----...

FCCAR00009

6/28/2009 8:21 PN



"...1

RO II • RlVERSIOE COUNTY
MR .EU:oIOTT ·DOCBON
:3 9;5·~ ·THIR'l'EF;NTaSTRBE'l'
RIVERSIDE,CA92S02

. . \.~"

., "

&x l2.S-Cerrespondent.e 'Unit
100South JeffCrsoD :Road
Whtppa~y. N;JU79St
Phcme:.888-2,IJ3.8I00

j·~r/\.k .:. ~

Re'~Form ·47~ J\:pplica:tion NUIl1ber: 1.48)09
FUnd:ing 'year; 07/0.1/:3.939 - 06/30/2tmO
9il1~a .·Entity NW!tber: 1..q.a·7jl3

'!'hank yOurorfyou): 1.~9'9-Zl)OO $-.rat-e ap'plication laRd <for ~y assis'l:amce you
provided' throughout our :E'evie:w.Wehavec0inp1et~edprcOcesit.ing of Your F.o;rm ~71.

"l'ld.s letter is <to ·advise youpf ,oW:- deci'Bibns,

-FUNDUlG ~l-lMI'IMENTlU!:PQRT

:From your Foim • n,we revi:ewed row-~y-yOW <U'scq"mt requests in Itell\S 1'5 and i!6.
We assigned each r.GW af\md.ingRequeat Nuaiber f$N). On the pages ftillowing this
letter, 'We haveprovi'deda FUndi.1l9CO!mIitmen:t lt~rt .toreachFRN in.yCiJllr
~pp1ieation. '

Attached to thisl'ette:r yop will ftnd a guide l:ijat .de'fine:.e ,each Une :of the
Funding Commitment Re,POrt and acompl-etel.istP~ 'flWs fr..otn YGUr ,ap.p1'ieation. The
Sr;b is also Bending this in'fo.rmaeicm t.o y.ow: se1iv.ioe pr-ovtder,(s1soarrangements
.can :b~ made to ·begin implementing your E-.ra'te a*,count:Cs}.. We 'w~l.d 'encou.rageyou
·to:c.ontaet YO:l1r service provioers to le,tt'he\Uk!io1it your .plans r;egarding t'hese
~ervi'Ces. .

FORQOESTIONS
,If you have -questiotu; regarding ,our decisiolUioJi your B-rate ·applicati-on,pl:eas:e
noti'fy us .inwrHing. yOur :questions should;be sent to: Qu'est-ions.., School,s and
.L~raries Div,ision,Universal :Service Administrativ.e CQmpmy I RQX1:25 ­
·t:orrespcmdence Un.it. J;OO ,south ,Je-fLerson l~O'ad>Whippany, NJ ,0·1981.

¥OR AP~S
If youwisht:<> appeal 'to 'theSW, your ·4Ppeal imlSt bema(ie :in writ,ing -and ·recdved
'by us wi'th'in 3<l ,da;ya .of bfsuance of thi.s lett"er .as bldi:eated by it,. .p~tmar~.In
·your 'lett,er of appeal, :.please include: cor·rect ,qonJ;act informatlon for the
aPpe~lpnt, information o:p. 'tJ1e Funding 'dommi:tment Deci$ipn you are -appeaHngand
the specific: ·Fundin9 Request Numb.er inquest'ion,and ano.riginal au.t:horized
s.ignatur,e. Appea1..ssent .b.y ·fax, e-:mail or phone call oannot ~e ·,pr-ocessecl. 9lease
fllail your apPeal to:Utter.of ,~,peal, Sehe>ola and Libraries Div~ion,Box 125-
~or.res'pondenceunit, 1.00 $outh:J~ff,er8on Road, Jftd,pPanY, lfJO'79Bl. You may als.o
call our (::1.ientServ:lce 'Bureauat81:l8-·2<l3-~100.Whil:ew~ encoura,ge you to
resolve your appeal with the SUD first: , you have 'the ·.option of ·filingart appeal
direcUy with the Federal coaununf:cations Commis'$lon (~CC): FICC,;Of'ficeof the
Se'cretary. 445 Uth ;Stree't SIf, Room 'tW-A 32'5, 'WasMngton. O.C.20S54.

NEXTSTBPS
Once you have revi'ewed this letter ancihave det.ermined 'that ,some or all ,of your
r.equestshave been funded, yp.ur n~t ·step is to ·compJ:et,e and .submit ·,the 'enclosed
FCC Form ,'1"86. 'rhis 'Form nOotifi-esth~ SLiD that you are c:.u·rI.1ently receivi.ng or have
begl.!I1 rece!ving -s:ervi'ce:s appro~df.or discol.Ults and provides .certified indication
thaf;:yoilt:tecMology plan(s.)ha:S :blaen approved.. ,As you~omplete your Form 48fj.

RCOE
Exbibitc
P-.ge 1019

FCCAROOOIO



· ,. ,;) )
YOUshoul-da~'S~·cont.act Yo:ursetv;iceproVider ;to,ver.1ty the-y ~v-et'!8peived. 'n()t"ice
fromt:.be sm 'of you;r:cotl\mitments.Aft'etthe .SL"Q ~pmae'a'Se:$ your Fort'il 4:86) :we ,can
·"9in p~ex:es:s:ing ;invoic:~sfTeOm.~ servi'C!!!pr~ider(s) so.they can be reilllblJrsed
f-Qr odi.s.countedservitles 'tb~y hay~ prov.ide!i :you. ,For fu.;rther Q.~tailedintormation

on next steps ;ple&se ·r.vi¢w fall encl"G8ur,es.

NOTICE :QNB-VLE'S ,AlmFQNDS .AVArLABIL.In
Appli.cants·' i::e~ei.pt o~ -f~n9 eo~t;ment6 ,is (I~ingen:t ontheuconJP.lianee :with
aU st<J;tut-ory,r£!:gU1'<ttory, ;arid l't~ed.ura1 qqui~e~t.s 9£ -t.he 'uniY:~~l. ,service
~~ch,~ins :for :achools ,and lih:ra~~$..FCCFo~ ;.n~pUeanta who '~rec~iVl!d

Iun4ing commitments continv.e to be s.ubje~t t-o -.q.dits iUt4 ()th~ r.m~s that$W
'l:>rtne C.pmmiss:"i:<m may 'DX1de~e per1Qti-c:a'l1.y 'to ;a,a.1U"e t~t fun.~ 't!,av.e be~
-comm:it.ted and are being~ed i,'Iiac:c:ordanc:ewith ;al:l ~udhreID.d:r.in$1t:~. 'If the '$LJ)

.subsequently e:de.te.rndnesthat itis<:¢nunitmertt was ierroneo11S1~y issued due to acti<on
o.r ~nactioiJ., int:luding .butnot limited ,t<o t.hat~ySW, theApp;lieant,tJr s:ervioee
provi-der, and ~that the action or inacti.'on was nett inaeeordance with sUcli
requi:rellient,s" stJ) may beree;tU:ix'..ed toco1llloe:l ·th~.e funlUn9 cQmmittnents 'and seek
r~~aymen.. 'tof .~.Yf.undsdi:$bW::Se'Q:DOt in .:aeoi,:lrda4ce wi..th su.ell .requir~men;t:;s • The
SliD. and ot::he'r app.rop;r'~t:ealltl1orities {inC1u~~ut 'ni;Jt UlDitedt.ol}~Cap;d

the FCC} may ,p.n·r$U'e ~rcement ·actions andoth~rmean'so.£re'Courseto :eolJ.e¢t
en:oneoQ.Sly di:sb).1t'Sed funds. .

The tinting ot ,pay.mento1:inv.oi-oes may ,also '})e atfe.ct,¢bY ·t;heav:ai,3.·abilitiYof
·f!;1Ildsl;.la"Sedonthe~t,of funds co'llectedfrq,m e¢1trihuting 'tel:e.coll!nn;mi'Cati.'On~

cOl1\Pahies • '

We look forwar\ll t:pcontinuing OUr wor·k:wlthyou!on connecting ,ouraclJ.OQ1·e 'and
librarj,~t<)getherthro.ug'h'cO:milIunicat:ioil;St·l!cbn~];()gY. .

Sincerely,
Ka.te .L.Moore
Pre:ai-dent, SChQO'ls ~dLUJrari.es ll:i:v:4!'i-on, USAC'

Schpo.lsand Libraries Division/USAC ::page 2

IlCO$
~'"bitC

Fage2df9
04!la/20()D
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.EXPLANA'tION -OtA FDN,DIN(; c.O~TMENTl\S~:OF:T

)

Ait:tachedtochis lett~r~illhe a report £oreacb approved .£-·r-ate :funding reqye$t
f;rom your .application. '~eare .providin9the!o:l'~o~ingde.~initiollS.

FUNDJ:NG :REQ~ST·NUM8ER. {FitN.}: A Funding,Reque:&t ttumJJe.r is all.signed ~ the SIJ) t-o
each 1.ine cOll)pletedin 'Items 1'5 ~d 1.'.6 a;f your f"Prn\ 47'1 Qnee ,an 4.pg.lic.atio.n ~"S

beenp;rocessea.'this .number is us~ :to re:~rtt;p applicants :~ v~r:$ t·he
st.a~usofindividualdiscountrequ:estss~U;~d:ona F.o~4'1:1. ~lioan'ts aJ11d
vend9rs 1earn~aboutFRNswhen they recei::v.e.d 't:bbi~ Receipt Aekn~l-edg~ent
.t.et.ter and :tei\.lBt use 'these llumbers Whenc:ompletl-nsthe FO;1n 4f1~ an4 It:lvo:ic.~.

An .~witl never 1)e longeX" than '10 digit'S.. If.·!l'RN isshoX'te'r ·than .~:O 4igits,"
ap.pJ,.icantsare a:dvi'~ to add zeroes to the front: of thenlimbers to :rea~h '1.0
di'$i:tswhen fil.i:ng past-commLtment forms. '

FUliiOING 'STAWS: Each FRN will have one of six ·deifin.iti<ons I ·"·lAmiie·dn , "'Uexti.ed",
"par·tia~ly Funded"'. "'Funds ExhaU'st'~.. " ·..t1n£unde:etn ~ ,or "As Yet Uni:unded". 'An ~RN
tbatis "Funded" ..n:11 ,be allpr.oved.l't. the level '~tsw 'dete.l:'fldneliis .appro'p~i:a:~
for thatitein.Tbat ~illgenerallYb:e the lev-eJj reque.steli by ¥Pu unless the
.$1) <h!teradnes ..d\n"~ .the app1i(:ati9~ f:ev.i:ewpr<l/Oe'&'S thataolDe ad,justment .is
a;ppr9pr.1iite, £'Or examp:Le,adifter~t discolJitt~~r~ent.~.~ for that FRN than the
;FoXll\471 featured. ~ "Denied" FRN J,.s one 'for ·"l#ich nof~e.wiU :~oommitt::ed.

atldthe reason 'for that decioSionwiH .he bd:efly, ~la.i-Ded in the "Funding .
~l\U1li.tment Decisio~". ,and all\PlifieaUon .oft-hat jexplanatipn 1IIay 'bep.ffered 'int'he
se'ction,IIFunlUng 'CQrtmi.~ment De.cis.i.~nBJq3l'anat:j.;~n". 1:1;1 ae.cordance w1t.h FCC
pr:ogram rules, .F,RNs ·a~ "~$:iaU;y ·Funded" or ..tt~deG1", .1£. ·:the total amount of
funds in the Un,iveu.a1.serviope Fund is insu.fn-cien~to.f~lyf1¥1a. Qr fund Olll
&'pproved r.equeat.s .I"fthe p~ 4-71 'was ree~ive4 after .all t.b-e 'funds in.the
Universal 'Ser.vicePund were a110eated an4 it:. wa~ prooe:.ased, ·tne: ·stattUI 'will
indi<:at~ "tmtWtd~d - Funds EXhaustetl". "~'Yet ~Unfunded'llis ateRIPoJ:la~stal:u'S

that. would be ,ass!~ to an 'PR.w when the SLD:L~ \UlCeX'tai.n at the time the ~~tte'r

'1-& ,geneJ:ilted ,whethe~ there ·will. be B\l't.ficlentf~ to .il'IUl':ke :comnai;tOlents for a
'~arti'Cul.ar ,se'irV,ice typeat.aparti-cul,a;rdiscoun# l-eveL 'For #Xilmpl:e,) 1£ your
applicationi,nc1uded both te'lecPtntilunicat.io.nsseJ!-vl:ces ,and int.ernal conne~ti'Qns.,
you lni9ll-t peeei'l/'e a 1ette):'.with 'our .~Q.nding commit~ £or yourtelecQll'in.uni.Oat.ions
requests and a message t:hat your .interna.l 'Oonne~tio~s.:~~qu.eSts are :"As' Yet: .
Unfunded:" . You wP\lld ·then~ecei've a later ~et~r .resa·l'dLug "O,ur f~g decision
on y~rinte:rnal :conne.ettoRS requests.

spm fServi-ce Pr.,()vl~er .I:dl;mtificati9n Number.' : J.. 11I1ique .number assigned .bythe
Uil.iverBal~rv.iceAlimin.istt'ativeCompany to ven40rs ,seeking paym~t from ~the

Un1.versal :Service Fund :for -pa;z:'ticip.ating in the uni-versal .service .support
pr09IamB. ASP]:N -cont<ilin's9 digits anci$houldl:leincl~dby ·awlicants :on thei'r
'completed ·Fo:mn "71 a;P1.ications . A SPIN is alsla used. to ver.u:y dellv..ery of
:services. and 't:o arrange fot; .:payraent .

.SERVI!:EPROVl:DBR :NAMB; ~he .legal name of the serYicl: pr.ovid.er.

PROVIDER. CONTRACT NUMBER: '1'henumber o-f the contract between theeHg:ible party
and the ,servlce provider. This will b.e present only jf a contrae:t number was
'provided >on F.olim 47,1.

SERvr.cES ORDERED: 'the.typeof setviceo.rdered <from the service ,providel': ,u.s shown
.on Form 471.

KMLIESTPOSSIS~li:F,F$CT.IVS DATE OF D4:S~: 'T~ f:Lr.s:~ possible date ·of service
£orwbi:~h the SLD .will r.e:imbu~ service providers for tbe .<1isCOWltS for the
serv.ici!!.No~e.: If ·thea~ual se'rvieestart .date provided ·on a Fo:m 48/0 ·,j.'s lat.er
:than this dat.e,theactualservi« ·s.eart daee ·sj!·t forth in c'he ·Form 486 ·will.be
the effective :date o·f the ·discOUht:,.

SChools and Libra~ie$ Division!USAC Page .3
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CON7RAC'J' BXP.lRATION:OAU~Thedate t~ ,l::ont-r~t ~ire:s.1'hiswiU be p.~se.nt

·only if ',il ~pllt:raet :e'xpi~atloR date 'wa.s :provi~ed tin 'Fom 471. This i$not
Ap'p~llcab1e for tarif:f nrvi~..

sttE IDENTIPttRl'thiswill .appea.r .only f-orP'RNs Ji-Sted in Item ~, of y.our ,F.orm
47l..For p~li.e $chcOls ,t'be ~"-.digj;·t.NCBs code jy.oullst'ed ,in 'Item 1.4 for tMs
school s:ite wil1 a;ppearhe.re. Itthue 'i"s t10NclES .code :for an F.RN in .Item 1E, the
'$L1)~ass.i.9n~d 'entit:ytlUltlber -wUlappe.ar here.

,'. .

~RE-i)tsCOtJNT COST:AmO~t in Co1umn .1Q .Qt l:t'elll JiSta.6. F;Qrll\ "71. $$cletla'~~d

l:hrough ,the appli.cati'lm \t'e.view proceS'S. Please note tha't. durug the P~b),.eltl

·lteBo.l~ti~n ptwee$$ at S~.. the .alDOunt in col. :lid of Item 15/1:6 may ha:v~ l>een
correetelit.o con'fpr1!lto the infonati'Otl provid~ ~ut ServieeStan Date.and
'Monthl:YCOSl:$ •

DISCOUNT PERCENTAGE ,APP'lWWD BY' THE .S.LD:: This is. the ~i'SCOuntrate that the SID
has approve'df'or this seM:ce·.

'FUND.INGCOMMITMaNT D2'C:rS:~.:Thirs %':~.esents '~ tol;.alamount .();ff,uni;U;ng 'that 'tne
-\S!;;D .i~tlOw reserving t'P re~se servi'Ce pr.ov:iqers f~ -thedisPOuntafor thi.fl.
service through June 3b, 2;00-0.. ~is £i~e tNley;be aufer.ent ;t.t"Q.mth..e $stiUlateli
T-otal 1mnualPreJ-DiscClun~'C-ost: lCO:l.~;O of ;It'em j1:Sn..6~ ·tim" t~Pe~age
Discount (:Co1.. 1:1 ,ofttemlSI16} in the 411. ,~ppJlica.titm.ltlt\&y-be lower ~gaU8e
of ,an$Qjustment de'terndned appr.qpr.i-ate by the' .SLD~ ,8uell as 'O1! the dis:e.ont1t
perceneage,or ..a denia,l of .discPUnos ,and# if ,lIo,l tilea«orqp,anyd.tlg comment ·wi.l.l
eJ(.plainthis cii.fferenc.e. Theai'ffer.e.noe 1aa;y <&140 reflect ,a.z::eduet:l.on from ·the
requef;l.tl.ev'e1. 1tIaa.e neceasuy by~ercl1.·1~~!lirllit.ti~ns. inwhi..c$ 'Ca$~ ·the
iI,F\.U!.ding .statuslI~ve ·wi'l'l indicat-e "'Parti;a:1.1y fFUnd,ed'" ·or ·tJn.fund.e~"'. What'ever
amount i'sli:sted here I it i.si'lriPOrtantth.at yon;ana :t'ne s~nr.i.c.e pr-ovide'r both
recOgniz.e that the StoDshould be inv.o:ice.4 .audthe s:LD may 'diTec't disburselnent of
iilseotmts on only.el:iq1:.bJ.e. -app'r.oved ,,sei."vi:cesa'.dtually rend~red.

FUNDING COMMtTMBNT D1{CJ:SION EXPLANA'l'I:Q)f; Th:i-s ~t:,ty may'i\;ppea·r ·to ;ampl1fythe
'eotnmeIIt in the "'l'unding ~C-otnmLtment 'Decision"" ~ ·the ·d1i1co~tr.e·que:st: :f<tt' this
'servio:e is .den'i~:d -for re.sones ~r ·than "O'nfQil\Jed" or if '~he SLDdete~ed that
soina adjUs,tment ,to tue requ:eat~evel 'WaBSiP.pr~p.i3:il~.
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¥tnmtN(; cOMM~ 'REPOlT ~R APl'licICATI¢N ..NlJ.MBU :000014;83'0'9

.FUnding 'Requeat N.umber: :omHI29:9353~dingst.~tus,: 'Euilded
SP'I;N:l"'3(}1.0J.;6$ Serv.1.~ Provider lQ'~me: ;spe<:~m (:pmmUilications
~r:~vj;derCQn:tra~~~jl\ber:211S» ,
se-rvi.oces Crder.4!ch I~te~Con:ilections {$hared)
&arl.ies~ :p()ssi)ble 2ff;e.ct..tve 'Dat~ .().fniiS~.ount:07J.01Jl:9"

'COritr-a~t;Ex;pira:t*Date: fl4jlfJl1.tJOl
:~re-diB:c()unt :Costi: $36'1;. ..807.;sa '''.''
Dis.tount .Pe:rCel¢age Approved by the su>,:U-t
F1.1nding ·CpmJl\j,.tment necill.icem: $246,<411.?.8 - "71apt:lrove.d a:s s.Uhm,it.ted

~di.~g~estNUItlbllr': tlO{l!J.2993S. Fundlngstiltu:S:Flinded
SPIN: ~·\4ao:J.o~<6S:ServiceProvider ~Name::~pect:r1mtCOllim\ittic.a.ti'oas
'J;?rbyi:d~ c.ontractNumbe.r,: :NWSD .
:$'e'rvices Ordere<1:: :tntema!'CQ~ecti:cll;1li1 (Sbaredj I

Earliest 'Possible Effect·)j.ve Date ofOisc:ount: 0'1(:01/1999
'C9ntraC:t E~pirati~nDa'te: ,(J.4j3DI2cQ.~1 '
'Pre-di'sco~t'Cost; ,$49,9.3·2.51
D1$count: percanl:.ge~rovedby the SLD,:G1\'
Fundi'ng- COIlllni:.tmeat t>ecis.u:m: $3'3, .0052. 1:8 -'473. apProved. ,as .sub'fttit.te-d

F\1ndiug RegUe.stSUmber: :0'0002993:55 :F.qndlttg s~t:us: 'Funded
,SPIN: i",r3Q].~16S Bervl-ce :Provi~r ~at1!e.: $p~i::trbtu ~ica't.i.pns
provi~er -cont..J:ace N~r:: .psusn ".
$erv.ices <>rderecb Int'-enlal eonnectioilst-Shaa:ed.J
ltarl.1LestPOBlli:tpl:e 'Effectivetlat~ofDi~OW1t: '07j!0111.$S9
Contr.aet~m.t;ioD Date': 04/301~00:1 :
P~e-.il.iooountCo8t: .$25$, '943.5.'J.
Discount ,Pereen~e Approved by the SLD: ~n
'Funding -cotntl).i:tmen~Deci8ion:$173., 49;l .U- 471 ~rovedas submit::ted

'F\mQ:i;ns :Request Nunil1ler: .00'0'0299'356 'funding St4atus~ Funded
SPIN: .l43'lnOU5 :Servi'~ ;:Pr~ider llanre:Sp~ziume~i~jiQhs

.i!r,ovl(ier -contra~t 'N~r~ amsp
'Se~:l.ceB Ordered,: :IntetualConnectioR'S (shared')
Ear~i,es'tPosai.bl-e:BfrePtive Daite o:f Dist:OWlt:oilO'ljJ.<J99
,Contract Expi:ratipn D.a't:.e; tl:6/3012:O'Ol
.t>re-,di::scountCos~·:$501,,4'll:2.:85
;Di$co.unt:pe-rcentage~pr.oved bytheSLi:>~ :67}
Fundin;gcommitmet1t J)ec1s:Lon:$3.3S".:!iU;'6.'1.1 ,~471 app~v:ed ·as s$mi~;t'ed

Fundin,g RequestNJ1l1Iber~ ·(lOO.Q2.9~.3S9Fun(nngS:t.ilWB: Funded
SPIN~1-43~!l,0165 SepriceProvider Name :S:pectrum(;!onununieat.ions
~~viderdontract.N~r:$~D

.Serv.ice's 'Ordered~:(nt:e~1. Connect.ions (:Sha'i:-edJ

.Earliest P.osaibl(! 'Effective 'Diite ;Of :Dis(:o.!JIlt: 0'11nllL9~'9

-contr~ct 'Expi~~iOn Date~P6130/200J.

'Pre-CUsccun..t Cost: '$1:13.027.5·'
:DisCOMtPer~etl.t~geApproved·bythe ,8Le: 67\
Funding ,COinlllit~nt pec1s'iQn: :$75,7~1I.-49 - 471 .approved.as 'sUbmitted
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RmD!NG COMMrTMBNT'RBPORT PORAPPL1CA"lQN troMBER: OO'O:ous.J;Q:9

Fund'ing Qequestliuuiber: e,o-O;0299·U"1 Fundingst~tus:: Funded
SPl:N:141010:i6S ServioeProv.ider Nam.e:SPbct~CQnlmunications
·Provider C{:lncr.act ~er·:WSD ..
Services Order.d:lttternalConnec:tions (Shared)
&adiest :possible £ff~cti.v~ ,Date of Disc:ount :01l't01./U'9'9
Cont~act ~i~atif,)n ])a~: (Jfd3(j/~IJtJl

tJr~-di.$countCost: '$~'~571.2<6' ~c
DiscountPe:rcenta9'e~rovedl:!ythe SW: fi7t
Funding C~tnlent ,Decision: $3.J.2~6116.1<6-47.1 ~ppr~ve~ aslnlbmi:t't.ed

Ftmding~equest ,N).Hllb¢r: ~lO-O·.D2-99363 Fund,i~g $:~atus :E'unded
S~:tN:1430];O.165 ;Service Provider :Name:SpeCt:~m~QlrIIIIUIlic..tions
'Provider ·Contra.ct Number.: PVt$O '
Services O:t'dered.:Inte.rnal CQnn$ctiQlUl lshared>
Earli~t possible E£'fective Dat:e otDiscmmt :07/01./1999
(:Ginqacl;: ~p,ira.tionDate :06/3'012.0'01.
pr~-difscount C'osb$.U~.411.l6

:Dii$countPeroentage Approved 'by the SLfh :~·V:t

:Funding ·Comm!i:t:ll'lei1t DecUlion: $9.6,74'6.&8 -471 '~$Pr£)Ved ..as'&ubalitted.

Fu.n4ing a~qti~stNlnliber: 1);OO'O~9-9:J65 Funding sta:t:us~ Funded
SPrN::~430a.:Oiti5 Serviaepr-ovidern,ame; ~SpeCttum 'COmmuni:cati,ons
Pr-ovic;lerCont;ract ~~uiber: lWS.D .
Serri.<:esOrd.~: In:t!j;l:enal co~ectiQns 1$har.ed'l;
E,ll::liest possible Bff'8cti~ ;Oat'a {)fDiscount :0'"/-0.'1.)'1:999
~ont:ract EKpixat:i-on D.ab:e: 06!30/2ilJOl
Pre-diBcount Cost i .$3J.6A9!8 .~l.

Di.'Scount Percetltag(! .Jlp,prov:edby the SW:671
Fun(ling Commitm~ntD~cision.:$23.2,053.• 7'3 - .471. '4tpp;roved ~s$lhmi't:ted

'Funding '~equest lfUiuln~.r:OQ-(;)0'29:ll367 ~ngs~a~1,l.ei:Fun4;e.d
!SPINt 14'~:oia1'6'5'S~iee'ProviC1er :Naine.: .Specti:umCommunicati.()ns
.pro\l'iaer 'Contr,aet ·Uu.uiber·; MtJs.D
Services Ordered: .Inte:rna1CotmeotitJns (;Shared};
Ea~ltest p.o'Ssible:Effeet:ive Date ,0'£ Discount: <l~fO~/1999
,Contract ExpiratioI),Oate~Q.r;I'30l20rn
Pre-.discount Cost:~5,776 . 68
:Discount Percenbage .App,roved ~ythe SLD: e67~

~unding Cpmmibne1'1tDeci.sion: $44,,~71L;38 '-471 ,approved. as ,subm.it'ted

'Fw).dingReque~tN!JlJibe'r.; ,0,00'02993:6B Funding ·s:t:~tus: Funded
$PIN: l.oU1I10~iiS Service P,rovider Name: Specb:umCommuniQ&tions
Pr.ovi1der conbact Nwnber: RSD
'Services O.rdere:d:tnt:erl'la1. e~ectio~s fShal:'edl
llerl·iest pos$ible :2ffeet!ve Dateo£ DiscoUnt: 07/'fJ1/~~''il9

CQnl;ract Expira.tion Date.~ o5!Jol2·OOj.
Pr$-disoountCQst: $57 •.554.6'0
DiseountPe;roen~tageA;pprpve(l byt>he.SLO: :67%
Fundin~ :Commi·tment Decision:$3~,S61. sa -4'11 approv.ed ,as submi,tted
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'FtJNDING COHMlnQIT REPOltt·FOR APPLI~T.ION .'NtJHB$t 00:Otll48"309

~~ingReques:tNumber': :OeOO:02,g936'9Fund~ s:tatus: ~ded
SPlK: :L43Dl:O.J.~5 S~rvic:e l'roviderName: .spec!t~ COI1\I1lunieations
_P:n>vidercontJ::actN1:1lriber; »CUSD
Se.rvi.-ces Order-ed.. rncerna1 C-onn.eti<:il1s IShal!ed:)
£a.l:;li~t5t. Posfiib1.e :E-fieetiv~ tla~. Qf Dj.'6.c9lJI\t:: tl7!{Jl!1'-99'9
Contract. Expi-r~ti.on Date:O'/30120~1
Pr,e-di,S<:l)unt CQst: .$.24..61)6,,~6· l !l

bi'lJ¢au,r¢ ,Perc:enta,ge Appr-oved' :b.ytheSLD: 61.
Fundillg COmmitme¢ ~l¥lioil: '$lo~~26~3-9 - ·n:~ :apll.roved as ,sUbnU.'tted

Fundi-ngQeque..st~: o.(1)tl2:9.9310 Fundibg ;S.tf-tus: f"unded
SP:IN :J..43'el:o-Ui5 Se-rviee pr<w.i-der Name: SpectrpmCotlllltlmicae'i-ons
previder Contx:a~ Number: DSUSG :
8ervi-eesOrdet"ed: l:nte:rna1Cemnec-ti-ons lshalt'edJ
Barliestpcssible Effeeti.-v.e ;t)aeeof 'Dacount: -fJ7Y011-1999
Ccmt:;ract. ~~-atiiQ.n 'Date: O~I;3'Ol~~ml

Pre-·dilItlounte~:: '$-.6\8 .5'S4 .51
·Disc.ount 'Perc~age .~'pr.oved ;by ~beSLD: ':67'\
Funding -commitment D.e.cision~ $,5;1.3.:9)'1,'5:;2 ,- ~-:n.a,~p.r;Oved. ·as ~~~tted

Funcling RequestN\;lJIIber: 00002993'71. Fwlding St~l3~ ~de.d
Sl?1N~1'4"30.lill6$ ,service llrovider Natne: S~rpm 'Communieat;i~ns

Prov.iderContract NIlniber: ~uSD .
'Services :Ordere(i':IilternalQ1nne(:tions f$ha:r>ed) :
-8arlieBt.Possi;bJ.e,;;t:fect~y.e Da't.ep£ Discount: ~'7i1{)11J:99;9
Cl:lntra.ct$xpirat.~onDate,: '06/3n/1.-fJOl ,.
llr~-di;sc:ount Cos't: ·$:2.a:3, 60'9. "17
Di.$::auntPercen-tcl!!Je 'Approved ~ 'the SW:67:\
Funding Commitment ne.cd.sion~ ~1;90"iOl:B.S'S - 4"7:;1. ~pro-v-edassUlmiitted

FunditJgRE=.quest Nuuiber: .o.Gl10299J72 .Pundl'ng Stjatus: Punded
St>rN:. J.-43-C:l·tU.-6S$f8t;Yi,ce Provi-der Name.~ a.p$CtJ:iuin -Coll\lllUJ1ic.ati-ons
,l'rovide~ Contila.-ctNUi!'ber:,R1S0 .
Senices Q.rder:ed:;Inter;t$! ~onneC:ti(li1s tShaiced~ :
Earliest POSs.ib~e 1!:f;f~etive Da.t~ ;of ',Oiscount:oi/01J15'9'9
Cpnttact gxpim-tion Da-1:~~ '06/31l/2,0-01
Pre-discOWlt Co.·st.: ~32'.720.1.9

"Di.acount peTcenta9",e Approv.e·dby tbeSLD ~ ,614-
Funding Ci;)llUUiPment Decl.si<!i1:: $2-1'1,562.5.3 - '-471 <a,PPr.oved'.'$ ~m:itt-ed

'f'und~.R.equest Nwtiber~OOD-02:993'73 ~ditlg Status: Punded
~P:IN: 143D1U1.6S .s~-rvj,-ce .Prcvi~e.r Nattle:8pe<::trwnC¢ttlIlIunieat:ions
:p_rorijiex~-ontr.ce-N\JnIber: 'Lm$D
Servi-cesOrdered: .Internal ~onnections (Sha;t:"ed)
EarliestPosB~le Bf£ective ~ace ofDLscountJ n7/~L/1999

.co.n~act. ;.~ira:tiQilDate.:0613'Ol2-001

Pre-dis.coUI\tC-o.st;~ $2'75,387.68
Discount ;Percent~ge ~p.r.ovea :by .the '$L?: ""
FwldingCommitll\el1t 'Deci:si,Qn~ '$lU,:SQ9. 75 - 471 approved ·as stitlmi-tted
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"Fun~in9 ReqUest NtillIber l ~O:O02 9-~:374 :F:\iUldilJ.9 :St;fl.t~s,: 'Funded .
SnN~'L4).()11n..li5 Serv.ieeProviderNalile: .Spectl:$J'D Colllliluni.catlons
i'.r!Wiiier Contract Numbe:r~ aJ$D
·se·rvi..eesOr4ered: :Internal. ;c:on,ne¢t.ians· {Shcl'l::~)

.Eadiest Poss1b1.eE;ffeeti·V!e :oat.eo,fOi-s:count: 01"0111'9!J.9
Cont;~C:tExpttat:~onnai;:iiH1l6/»t1}:2B(>l .
P.t~-di..8Cdunt cost: ;$261#00:24.)..2 I,

.D"i390lHlt .l'~-centage ~rove'il by du~ :$l,tt): '67t
FUlJ,ding <:~tment Pec-ision: .$~7,4,$:86 • ~\Ei - 47.1 ~p'rove~ as ,st1bmi;tt'e~

FUndi:ng ;RequestNui\lbe~: 00002'99375 .Funding status: Fun&;d
SP·W:: Hl'O~i()·16·5 se:nri:ce .PrGvider!¢ame: Spect:dum CormnunicaU;ons
.P;rovider 'Contr-act N~ll'iber: $USO
Servit:esOri:iet:ed:lnte~l :ConnectloIlS {.S~red)

'£arliest POssibi.e ;tffec;t'ive Darte of 'D:i;s'Count,: .07:ltJ1./1&$'9
Contract~iratj..on .pate: JJ6/:loj2ofU
Pre..dj.scount t:~st~ .$~3"7,<6~3 .is.4
Di.8tOUi1tPe.r.oents;~e APprov-edbytheSl.D: '6'1\
FwldingCO:lIlll\itiitent; DecisiQn~ '$92.; ~S4.87 - -47.1~oVed. as ~t,t:$i

Fu.n<iing R~qu~lJt N1J,Illber; i()OO{)29:9J'HiFundings~t:us: -Funded
SP:tN~' 14;3Cl.01.65' :S~ice'l?r:o:ll'ider'Name:S,pe.et$w .(:c1llll\\U1iea:tions
providercont-rat:.t lil'umber·; ~SD
Se.t"Vi:oes Cl'derM·: 2ntemal CCnne.cti.ons lSbar.e.a~

~ar.aiest .posB.ib1..eBf£~t.i·veDa~e iO~ ~D~'BCo.W1t.~ 0;'/:03./1999
Contract -~pira:ti:QnDate:: tl6j30/2001 '
l?re-discQUZ1t Cost..: :$1I.S>l, ~3t .·tlJ,
Pi~uDtPe:r:c~t:age Approved hy the 8LD: 67\
'Funding- Commltment ;peCi.sJ,oD: .$3.03.,272.4'1 • f·n.<tPProved ass.W;mdtted

$'I!n4in.g 1teq\l~seNl1llIber: 'OOoP2':9:9377 Funding- S1;a.t\$: 'F1Inded
spr~: J:430LDt'65 service Provider Nalile : ,Specti'wn .COCRIlIU!lica'tions
Provider Contract lluaiber: P.JtJSD .
.ServioesOrderec1:: tnt~~lCOIUle.Ct:'ion~{ShareliJ :
EarHelit ~ossihle :E:ffectiv. Date :of Discount: crtIO'-ll~99
COntract ~iratiOi1 Dat<e.:: 0613IJ/:;'OOl
Pr:e-diSCQUl\t .Coat: ~12:9,471.7ti
,DiS(:ount.~e:rP"entageJ\;ppt'cm'.dbyth'esI.iO~ ~17\

FtmQUl4 Commitmen1; .DecU:ioin ;$·8fi, 746. '0:8- 471 .a1?P:tfOveii las -SUbmitted

Funding Reques:t Nlilnber.: OOOQ2~9J'78 FundiUlgS·ta-tu.s': Fund~d

'SPIN: 1430Un.!fi·s serv~ee:Pro-viderName: $,pectrwuColtlilunica.t:Lons
'Pz:oovi4er :Contr,actltwnber: ~BLSM

:Seryic~sOr4er~d: Internalconnectiops (Shared,)
krliest PO'ssib1e Eff.et:t..iv~Date of :Di:SCPWlt:D7IQlI1999
ContractExpirat~onDa~:G61301200t

:P;t'e-discount 'Cost:~$6S~7'1Ii~I;'8

oisc:oWl,t:. :Percentage .Approv.ed hy the :.SLD~ ~1%

~ng C~mmitment Deci~ion: :$44, Ina.)9 - '471 .'aJlpr.oved as sUbmitt'4!&

.schoolS and Librarlee Diy'ision/USAC Page 8
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67%
- 4.7:1. ..pr-ove-Clas s~itt:ed

.. _........ ' .' ..

'.

Funl1i;p;g ~eqa¢lJt 'NUl'liber: O.(l.G:Ojz9'9~"7'9 ~ding ,Stt'tus;Funded
SPINl14.3'OJ,:()1~5 '$erviee t':rQvia..t ~ame: ·Spec·l;.-rtsm COIl$\ll1i.<::atj.ons
Prov.iderContral:tN~i:': roSD :
sen-ices Or-d~ed:Int.~l:Conne.cbioas (Sllar<ed) ;
~arl~eBt POS$~ble .B£fec~1v.e nat. ~~ D'iS~ount~ 07'O~/~999

eontraetExpiracionDat~~~~J30J2~01
Pr-e--di-scount Co~~ $2,6'7, J.,,65.,60
Dzsccunt Per.Qen~age A,{Jpro-ve.d hy the$W:
Funding C-ommiPRent .JiIec;ision: $l:7-9.0PO.'9S

Funding Reql.Jest Num'be.r: ~0O:O'2'99i381 ,Funding sttatus: ~ded
SPIN;J;.3-01t1:l6~S Sei::v.iceProvidec:- N~qJe: sPe¢t~ Ci;>IlJilWlipat::i4ln$
i'i"ovide-r C~ntiraj::t Number: HUSD
Serv.ice,s Or&u:.ed; Iilteno,a,l OOrineetion.s{Shared)
'Earlies~ :PO$$:U:ile Ef:fectiv:e'tJate'of :D;L-sCOUl1t: <1"1./0111.9:99
eontr.actExp~ati.~Dat:e:: :Q6/301'20'JJ1 .
l?re'~diScow1tCO'st·: ,"$l;Q1'. 026.3\5
Disco.unt Perc::entage AJ,lproWidby 'the SLD: 6'7t
FUn-c:iing ,COmmiaoentDeclsion: !$'U-S, 3:07 .65 - 471 ~proveda.e $ibinitt-ed

!

Funding Requ-estNwriber: .DO'OO~-g-93~1~ Fw:I:ding soqatUS;:Funded
s,pIN: .u3-Ql;ol'6SService :Proytd~:t' N~:Sp~liwItCoaml>Ul.,tca-t:Lcms

Prolrider Contraet NuniJ::rer: .mSD
SexvieelJ Oi::de~a!i:.Iutexna;lCO~e'cti.'Ons tShar~a3

Earli.e8t'Poss;ibleEf'£ectiv~tlat~ of DD:count:-o--VU/l9'9:9
ccmtr,a,¢ ::EJc;piratl0nDate lOf>l"Jf)12001-
l'r,e-discoon:t Cost: >$589,'8,04.1:8
.,tliB09UJlt: Percenta,g.e Approved by the .SLlD: .6741'
,Funding C-ommi,tmentDeci8io:n~ $3:9.5, i.'6t1 .8'0 -'47~ a~rove.d .as s1-1bndtted

.Schools and Libraries n-tv1<sion:!USA-e p.age :g
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SPECTRUM. C!RMMUNI.CATI~NS
CABLING SERVIGES~ INC. .

RECEIVED &INSPECTED
Date: March 15.2003 '

To: Ed Fallcowitz
Schools and Libraries Division

APR 21 ZOOS

FCC - MAilROOM
From: Robert Rivera

Subject: Riverside (Ben 143743) FY 1999- Equipment Trade-In

Attached is the Appraisal report for the equipment r~ived as trade in for the balance
due, from customers within the, Riverside consorti~. We have b,a3 the equipment
appraised as of March I. 1999 whic,h is, the montit thje agreement between the Riverside
consortium and Spectrum Communications was negdtiated and the Fonn 471 submi~

to the SLD. In addition, as you requested we had the equipment appraised as of July 1.
1999. Using these appraisals, below is a summary lablle ofthe results of the transaction:

~quipment Appraised Value (per report)
Cash Received
Total
Customer Match
Difference

March I., 1999

SI.859.a21
155.996

$2,015,317
1,813,506

$ 201,811

July 1. 1999

$1,316.159
155,996

$1,472,155
1.813.506

$ (341,351)

ve any questions. please caU me.

As shown above; at the time Spectrum Communications entered into the transaction the
value of the equipment was well above the customer match required for E-rate discounts.
Given the program rules and guidelines available at the time the transaction was agreed
upon. we believe using the contract date for valuation was a prudent and reasonable basis
for bJishing value when consummatin~this transaction.

Robe ·vera
Spectrum Communications
(909) 371-0549

If

'"'",.... ••,....nT•• ,."'.,.... - - ----- •• -~ _.

RL'UJ:
ExhibitG
Page 55 of76
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_Appraisal Report

Fo-r:

Spectrum Communications

By

DMC Consulting Group
Newport Beach, CA

March 2003-

March 2003 DMC Consulting Group
RCOB
ExhibitG 1
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List ofFigures

Figure 1. SummaIy ofConclusiOD$ March 1999 and July IP99 _...........••...........................•. 9

••

March 2003 DMCConsultiDgGroup
RCOE
Exhibit 0
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Apprais'a1 Report

The portfolio was appraised fur End-User Fair M.arlcet Vllluc for March 1999 and Iuly 1999. The

listing ofthe equipment and the forecast appear as Exhibit B and the cod ofthis appr.Usa1 report.

Objective and Valuation Dldl! DfAppraisal

The objective is to give~ opinion ofFair Market Value as ofMarcb 1999 and July 1999 for the

equipmcilt in the detail listing in Exhibit B.

DMC Consulting GrOQp (DMC) presents the following sUmmary desktop appraisal as an opinion.

=:..~'::= z~~gb.-tceh Cisco network communicati~ cq$pment sold to Riverside Couuty~......
March 1999. The following is a list ofthe dOClUXlents suJnnitted to DMC for review by Spectrum

Communications,

.• Summarized equipment spreadsheet for the CiscP Equipment

The End-User value is the price the user would pay to a vendor, computer broker or lessor for the

equipment in an arms length contract subject to the definition afFair Market Value (FMV) listed

later in this n:porL CiscO docs not charge the end-user for freight and installation of this type of

equipment The Epd-User valuation represents on average what the uscr can expect to pay for

like equipment in the specmc ~frame requested.

RCOE 4
Eldu"bitG
Plll!e590£76

DMC Consulting Group

Overview ofReport

This appraisal report identifies the assets in question and detennines the various Fair Market

Values for March 1999 and July 1999. Adherence to th~ code ofc:$ics and the requi"remeut apd

standards ofUDiform Standards ofProfessional AppraiSlll PIactices aDd tl:te conduct ofan

appraiser as a member oftbe American Society ofApprilisers is strictly fonowed for the creation

ofthis report.

PuIJH1SI! and Uu ofthl!Appraisal

The purpose ofthis appmisal is to provide an independftrlt valuation opinion with regard to the

Fair Marlcet Values at the two dates mentioned. This was dODe through the use ofresearching the

equipment, using reports available in the marketplace aDd applying my 17 years ofvaluing

computer equipment to arnve at the opinion ofvalu.e pxesected. 11lis rq>art should be used as an

opinion ofvafue as ofthe appraisal dates for the assets listed.

March 2003

l
f
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Income Approaeh

The iIlCOJ11e approach considers value iD relation to the preseut worth of~ipatedfuture

benefits derived from ownership and is usually measumJ through the capitalization ofa specific

Approaches to Value

The generally accepted approaches to tangible personal property vaI~ation include the income

approach. cost approach and the market approac:h. The following outlines these various

approaches to value.

3. a reasonable time is allowed for exposure in the CJPCD market;

4. payment is made in terms ofcash in United ~tatqs 40Uars or .financial arrangements

comparable thereto; and

5. the price represents the normal coDSidc:ratiOD forJthc property sold unaffected by special

or creative financing or sales concessions gmnte4! by anyone associated with the sale."

For purposes of this valuation freigbt and justalIation ate,not included in the value ofthe

equipment.

RCOE
Exhibit G 5
PaJl:C 60 of76

DMC Consulting Group

Description ofSubject ColtlpuferA.ssds

The subject computer assets are listed in Exhibit B. PortJ>1I0 Analysis - Detail.

There was no inspection ofthe assets listed. h is assum~ tba1:

• The equipment was under a normal maintefl4mce agreementfrom the manujiJcturer

since it was first installed.

• The equipment was up to its CJlrrent engineering leveL

• The equipment was in a proper room envtromnent andsubject only to the normal

wear and tear ofsuch use.

• The equipment was usedfor normal busi1U!$$ applicatiON.

March 2003

Definition QIIdPr~ ofVa~~

"Fair Market Value - Installed" (FMV) is defined as the priCe 1hat the cquipmeut should bring in

.a competitive and open nwkct under all conditions~ to a fair sale, the.buyer and sdler

:-..z~ ::::;:; prudently and kiIowlcdgeably. aud assyrfn8lbc price is not affected by no,duc

stimulus. Implicit in this definition are the consummati0?1 ofa sale as ofa specified~e and the

passing oftille from seUer 10 buyer under conditions whereby:

1. buyer and seller are typically motivated;

2.. both parties are weD informed 01' wen advised" and actiDg in what they consida their best

I
f
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ievei 01 income. (i.e. net income or net cash flow). "The ntit income or net cash flQw is projected
over an appropriate period and is then capitalized at an apProPrlatCcapitalization Or discoUoi Iatc.

The maiD definitions ofcost arc reproduaion cost and replacement COSt. Reproduction CQSt

considers the construction ofan exact replica ofthe asset. Rqllacemelit cost considers the cost to

recreate thc' functionality or utility ofthe subject asset.

While the cost approach~ the maIket approach are rca4uy applicable in many situations of

compute( equipment valuations."the incomeappr~ is less ftequeotly applied since it is~y

difJicWt to isolate a oniquc income stJeam.

The availability and cost ofthe substitute asset is directly affected by shifts in the supply and

demand otthe utility. Utility may be measured in many ways including functionality,

desirability, etc.~ typically include the cost ofaD material. labor. overhead, and

entrepreneurial profit (or return on the investment in tIllS SUbject tangible personal property).

CwteD1 Cost ofReplacemcnt or Reproduction New
Physical Deterioration
Functional Obsoles«nce
ExtemaJ Obsolescence
FaitM~rket Value

Thus:
Less:
Less:
Less:
Results in:

Marlett Approach

The logic behind the ma.r1ret approach for COmputer equipment is that a prudent investor can go to

the mmetpJace and purchase an exact copy ofthe asset with the same features andlor
" " . RCOE

March 2003 DMC ConsultIng Group Exhibit G 6
Page 61 of76

Thc cost approach commonly measures value bY~g the CUlYCDt cost of a new asset. and

then deducts value for various elements of depreciatioD~li,ncluding physical deterioration and

functiopal and extemal obsolescc:uee to arrive at "depreciiatcd cost new". nus «cost" may be

cither reproduction or replacemeut cost The logic bcbiIld dris method is that an indication of

value Oitbe asset is its cost (reproduction or replacemcnt) less a charge against various foons of

obsolescence such as functional, technological and economic as well as physical deterioration if

any.

Cost ApprOlldr

The cost aPproach is that approach which measures value; bydetcrmin.iog the QIITC:Ot cost ofan

asset 'and deducting for the various clements ofdcpreciatloo, physical deteriomtion and functional

. and economic obsolescence:. This approach is based on the proposition that the infonned

~ would pay no ~ore for ~putcrequipment~ the cost ofproducing substitute

equipment with the same utility as the subject asset from'the same manufacturer.

I
I
I
I
I
I
I
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functio~ bUilt by the same manuDctorer. AnalYSisof~~ and/or asking prices of
cOmparative comp¢er assetlIlIIe the basis Used to esta~maiket 'valJlCS f"or cum:ut fair mal"ket

value ofused equipment..

t" the JmIT1rP.t approach til- Sometimes~ cal1cd the~ comparisQll" approach.~sales

and offering·pricesofexact copies andfor similar~~ga.thcrcd to arrive at an indication of

the most probable selling price oftbc asset beiDsap~. The basic proCedure is to gather

data. detenoiDe the featurcs to be compared. and apply.~ to the $Ubject. Along with this

data and historical data about the same product. a depreciation curve can be established to predict

a residual value for this and similar products.

The~ approach is consideRd to be the~~ to estimate the COImlt and.future vaJoe

ofcomputer·assets, especially when an actual secoodary:market exists and there is data available

to provide a good iDdieator ofvalue for the asset. There:is enough data available from

maiketplace to provide a good basis for defining value f~r the assets UDder question.

AppropriateMdhod. Mdhodology

Ofthe various "App~bes to Value" available. the Marlet Approach is tire approprillJe method

ofvaluing this portfolio ofequipment.

TheIn~Approach considers value in n:1lition to the present worth offuture benefits of

owne~. It is not usually applied to iDdividuaJ items 4)f cquipmem since it is difficult, ifnot

imp~iblc,to identify in<:lividual iDcome streams. Ifyou assemble a group ofindividual

machines to produce a pr~ct, in aggregate,- they gcnenate income for the business. So by using

an inc:omc approach, we could value the aggregatioo ofassets that generate this income.

Howeve:r. it is "t::rJ difficuh to gather and isoJatc1be appropriate infonnation needed for this type

ofappraisal.

The Cost Approach is~ on the proposition that the iofonned purchaser would pay~more

for a~ than the cost of reprodU~inga substitute property from the same manufacturer with

the same ut1lity as the subject property. It considers that the maxim~value ofa property to a

knowledgeable buyer would be the amount cum:utly required to construct purchase a new asset

of equalu~. This approach shoold D9t be usecl because the cost to Reproduce and/or to

develop and rc-cngincer au.exact Repiacemellt would be more than a Unit poichased in the

secondary marketplace.p~ ~e identification ofthe specific percentages to apply for physical,

functional and eco~~ ~ep~OJl. •

March 2003 DMC Consulting~
RCOE
ExhJbitG 1
Page 62 of16
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. AOOUl< u.sco EquipnrDU

Cisoo is the dominant player in the network c:ommuniCatiois arena'with equipment servicing a

broad speCtrum of~mpaniesfrom the small business LAtf netwom to the backbone ofthc

lDtemet and the Intcmet Service Providers. From theirw~ site: weisOO SeMCCp~derproducts

ana SO!UtlODS enable service providcml to increase~enue J>y offering compelliug data and

managed services to enterprises. smallImediumbusiness. aPd residential customers. In its aim to­

be the preferred partner foc' profitable services. Cisco offerj three advantages to its service

provider customers: industry-leading technology and solutions. c:xpcrtise in creating productS 1h;l!

support new services. and1hc ability to identifY and infl~Ce business demand for semce

provider offeriDgs.··

I was prt:Sideot ofDaley Marketing ColpOratiOD frOfD 1980 to 2001 and I have been publishing

the DMC Network CommwUcati~DSReport since 1996. I iused the DMC Network End-User

reports from March 1999 and July 1999 to detennine the Cilinion ofvalue. I obtained the values

foi my report from the publications below plus infonnation from brokers/dealers and lessors

around the country. Information is available :from:

• ThC Processor

• Compu-Mart

• Telecom Manager

• Computer Manager

• ,Various 'Web sites

DMC Fair MDTUt VDlue RqJ011Analysb

The dafa used by Daley Marketing for the reporting of current marlcet values for the computer

indusby has comefrom various brokers and lessors within the industry.. 1be Daley MarketinS

reports have been an.~ part ofthe computer marketplace since 1985 with the first

publication ofthe IDM MaIket Value Report. Daley Marketing CoIJ)()Jation was a computer

lessor from '19BO to )985 prior to entering into the publishing business: The DMC Fair Market

Value reports are published monthly to the end"USeI' and brokerage conununity.

The USe ofthe computer broker information as opposed to end-user infonnation is Used to avoid

reporting on hidden costs that could be included in a quote from an end-user and distort the real

fair uUulcet value. Sales reports from different cnd-users may include different soft costs'that can

distort the end-user fuir Uwket value. Because the marketplace allows one broker to sell a

machine to another broker without soft costs such as free rent, systems ~e1P and/or software. this

bas become the basis for the DaleyMark~ reports.

DMC Consultiug GrGUP
RCOE
ExhibitG 3
Page 63 of76

FCCAR00027



1'be information contained in this desld:op letter appraisal i~ to be used as a guide in fonnulating

Fair Market Values fOT the Cisco equipment listed. All estimates ofvalue presented in this report

are the appraisers considered opinion. Should you need a<l1itional iDfonnation. please call.

CondJlSions ofVallit! - Sllnrm11T7

The portfolio coDSisted of Cisco Catalyst 5000. 2820 and 1900 Switches and Router equipment. I

used the infonnation pn=sented in the DMC Marlcl::t Value Reports to anivc at my opinion of

wzlue. The fonowing rqm:scats a summary ofcoocJusiousibom Exhibit B.

~~"J' ~.~~~ Corporation utilizes1M broker information as the 'oasis tnt its~ and then
adds a·gross margin to arriv~ at an Eud-Uscr fMV. The gross nwgin,is derived'from

conversationS with computer brokers, dealers. lessors and~ experience with Daley Madteting

.CorporaUon. The gross margin <:an vary depending on the <iquip~c:ot~ the cost ofthe

Q{wlIJ.UcaAi. uu' represents what can be expected by ~.f'lc -.requipment from a broker. ckaler or

lessor to an c:od-usct.

RCOE
ExhibitG 9
Page 64 0(76

$1,316,159, Slt859,321

DMC ConsuJting Group

$2,643,383Cisco Portfolio

Figure 1. Summaty ofConclusions March 1999 and July 1999.

March 2003

~·h8-
Peter Daley. ASA

Accredited Senior AppJaiser

DMC Consulting Group
61 Wentworth
Newport Beach. CA 92660
949-737-7180
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Atcnm!ltinm'and Limiting Conditions

I certify that. in the preparation of this report and to tbtt best ofmy know1edee and belief:

The staJements ojfact contained in this report, are true and lXJr'rect.

No one eLse has providedsignificant projessio1lQl irS"sistance ill thepreparalion ofthis
.' report.

DMC renders no opinion as to the legal owner afthe equipment and is not aware ofany
tax liens ofencumbrances ofthe property

1 undustand that I may be called upon to offer exkert testimo1f)' regarding this,
independent valuation opinion.

This valuation report ispreparedsolelyjor tire purpose statedherein and is accurate to
hest o/mybrowledge and belief. No otherPUrposr! is intended or shouldbe inferred.

10
llCOE
ExhibitG
'Page 65 0(76

Date~ /1:?diJ 3 '

DMC ConsUhmgGraap

The repormiana1y.re.r. opinions. andco~OIUtVe limitedonly by the reported
QS9Umptions and limiting conditi011$. andare myptnOnal andunbiased professional
analyses. opinions. and conclusions.

I have nopresent orprospectiVe interest in tm pro.perty that u the subject ofthis report,
andI have nopersonalinterest orbias with res~10 theparties involved. '

1I(y lXJmpensation is not contingent on em action 011 event ruul/ingjrom the analyses.
opinJOIU. or conclwtom In, or the use of, thU np,.

My analyses, opinionsandconclusions we,.~ devell?/Jed. andthis report has been
prepared, in conformity with the UnijiJnn Standa~ a/ProfessionalPractice.

March 2003

~h4PeierDQie)I.ASA
AccreditedSenior Appraiser
DMC Consulting Group

I

I
I
I
I
I
r
I
I'

I
I
I
I
I
I
I

FCCAR00029



I
'.
.J

~=.~~ ."_ Cumculum Vita {or Peter Daley

I
I

Pettr~
61 Wentworth
Newport Beacl1, CA 9~660

EDUCATION:

Bachelor ofScience. Business Admioistration
Cal State Northridge - 1965

Masters ofBusiness Administration
Pepperdine University -1991

Accredited Senior Appraiser
AmeriCllJl, Society ofAppraisers -1999

1994-Preseat - DMC Consulting Group. President. F10011994 to presemMr. Daley has been
writing computer .appraisals and~ for FOI1Wle 500 (:UStOmefS. He received his Accredited
Senior Appraisal certificate in April 1999 from the American Society ofAppraisers.

2001-Preseot- Computer Economics. President. Mr. Daley acquired CEI on Jamwy 1. 2001.
eEl is an IT Consulting company that deals with CCODOl11ics ofrunning and managing an
Information Technology department. It publishes FMV and Residual Values for the computer
equipment as well as salary and demogtapbic iDfonnatiOll.

BUSINFSS:

mM Corporatioa, Marketing RepresePta~~mid-range computer systems and
peripherals in the Southem California area. Received Retiooal Managers Award aod two District
Managers Awards fOl" competitive wins. Qualified for three hundred percent clubs.

Itel Corporation, Marketing Representative. Rc·~cdthe mM Systeml300 portfolio to
customers in Southern California, Hawaii, Colorado and Arizooa. ~ed for three hundred
pe~ent c1u~s.

Sliddleback Marketing Corporation, Presidcat. Broken-cd and leased used IBM equipmentto
customers in the western United States. Sales volume vatied between $3 and $5 million per year.

1980-2001 - Daley Marketing Corporati~lI_ President.: From 1980 to summer of 1985,
brokcrcd and leased ffiM equipment in the Westem UDit¢d States. In 1981 began to market an
mM Computer Price List and in June of 1985 sold~g leasing business' and created the
market·value and residual value publications that are sold worldwide t04ay.

RCOE
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Appraiser Qualifications

PETER DALEY, Accredited Se!lior Appmiser

LectureslSeminarsJPresentatiON

Mr. Daley has testified in Fedeia1 and Tax Courts in the fullowing cases:

Panelist at the fiill Comdex ~ Orderly Disposition ofComputer Assets..Las Vegas, November
2001.

EquipmC?Dt Leasing Associations Management Confereoce - Residual Value Forecasting, TusCOl1,
AZ, February 1991•

RCOE
Exhibit G .12
Page 67of76

DMC CoDSUlting GroUp

Mr. Daley has been in the comp1lter business since 1965'Ewith mM as a computcI'
brokerllessor and daen with Daley Marketing Cmporation MC), a finn he fOlUlded in July 1980
to publish repoJts about computer equipment, including .. Value Reports" and "Residual
Value Reports." In 'January 2001 Mr. Daley acquired CootPutcr.Economics. (CEI). and rcceDtly
merged DMC into CEl. eEl is lbl independcot research otBanization founded in 1979 devoted to
helping IT executives control aDd manage IT costs. CEl J+s on on-line subscriptionbased It
consulting web site and advisory service as well as a num~er ofmootbly and qwuterly print
newsletters. Today, the combination .0fCE! and DMCs P'iblished and oDtiDe reports aDd services
cover aD segments of1he secondary computer markets. ~e reports aJC used extensively by
Fortune 500 companies in the preparation ofIT budgets. ~. Daley clmcts the colnpany's
research aDd the publication ofits reports. Additiooally, ¥r. Daley remains presideul ofDMG
ConsultiDg.Group, a separale oompany that specializes in Writing Aperaisals, portfolio Aualysis
and Property Tax ValuatiOD from Fair Market Value (FMV) to Residual Value (RV) valuations.

Mr. Daley has developed a database of"FairMarket Value" equipment values nom 1989 to the
pn:sent, utilizing a variety of reports and publications alotjg with the DMC Market Value Reports.
This database bas been successfully used in the vaIuatio~bf compute.r equipment in the
settlement ofa number ofVirginia tax cases. He bas also iPnmously testified in California,
Minnesota, Michigan. New Yode and the Virginia Cowts i\s an expert in the field ofvaluation of
computer equipmeut.

American Society ofAppraiser's International CoD(erence - Residual Value Forc:casting for the
Computer Industry, San Diego, CA, August 2002.

Professional Overview

Mr. Daley is an ASA (Accredited Senior Appraiseilror the discipline ofMacbinery~

Equipment with a specialty in High-Tech for thevaluation~,co~ equipm.euL .

United States v. Knutson and Harper
United States District Court for the Eastern District of New York
91-eR-957 (lLG)
May 1998
~rooldyn, NY

EnS v.F1iJrt Township
Local Property Tax. Court
Malch2003

.American Society ofAppraisers Machinery Confc:mlcc - Detenniaiog Fair Mad:et Values and
Residual Value Forecasting, Chicago, IL. Octobcr 2001.
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And;mtecll, LLC v. Commissioner ofIRS
~o. 15532~S,4277~,6348~

-U.S. TaX Cotut -

',)

0..._,-_",""'1'______vv

SL Paul.MN

Nicole Rose v. CommisSioner ofIRS
No. 1967-QO
U.S. Tax Court
December 2000
NeW York, NY

'-e

CemIal ~unding Inc v. CompuServc IDteractive Services,1Jlc.
Case No. OlCVHOS-4019

- May 10, 2002
Columbus, Ohio

CMA Consolidated, Inc and Subsidiaries,Inc. v. Commissioner ofIRS
No. 12746-01
U.S. Tax CQwt
October 2002
San Francisco, CA

Mr. Daley has been dCjKlSed in the following cases:

Fogler v. Motorola; Adv 94-939
ComNct Technologies. Inc. 93-113243-PHx-GBN
U.S. Bankruptcy Court, District ofArizona
Phoenix, AZ.
February 3, 1998

CentJa1 Funding Inc v. CompuScrve Intcra~veServices, Inc.
Case No. OlVH05-4019
Santa Ana, CA
April 2~, 2002

Magnetek v. United States
Case No~ 3-00-092S
Los Angeles, CA
July '16,2002

Long Term Capital Holdings v United suites
Case No. 8176
Santa Ana, CA
February 19, 2003

March 2003 DMC Consulting Group_
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Market v~uesare obtained from brokeraae and leasing companies across the United States. The
information is compiled and these -values then become an ibtegral part ofthe MaIket Value
Reports published monthly. .

Background

The mission statement ofComputer Economics is: to be~ rerognized leader in capturing
today's information and todiss~that infonnatioo , a quality and timely service to
comoanies around the world; to provide pertinent and t:ime1Y information that benefits companies
to make business decisions tDat allow them to obtam.4be~est aQlount ofprofit from each
transaction; aDd to usc the latest technology to pub~hana transmit information to our
customers in a timely manner.

Computer Economics publishes four different Residual Value reports that cover evcrythiDg
from Hnbs, Routem. PC's. to midrange and mainframep~ets. These reports cover the futuxe
value ofover 1,000 pieces ofequipment. Besides the nomaaI reports. Computer F.cooomics does
independent residual forecasting for a wmber ofclients. .

The Computer Economics Computer Price List reports~ the description. feature code,-and
pw'chase and maintenance prices ofcum:nt machines marifeted by mM. This report supplements
the market value reports and keeps the broker/dealer up to date with mM list prices.

The Computer Economics reports are distnlluted in hard cOpy and over the lntemet. Computer
Economics Subscription list consists of some ofthe laJ:gest; end-users, broker/dealers and lessors
in the world. Comput« Economics also markets its' products in IS countries around the world.

Peter Daley is a membu oftbe ASA (American Society ofAppraiscrs):

I
I
I
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Computer Eeonomics, Ine.

Partial Customer List

Aa:entDle
BankAmeDca Leasing &. capital " ..
Boeing eomput.cr Sc:rviccs
CbBrles Schwab &: CoJDpany
CommollRalth Capi1al COIp
Compaq Capital Cozp

. Copek:o Capital CoJp
Drcamwol:ks lDtaadive
E.systtms
EMe Corpmation
FLC Partnaship.
Fleet Credit Corporation
FOIS}'tbe Solutioos Group
G.E. Capital CoIporatioD
GanDer GrouP .
GTE Service Corpmation
Hewittlk.Associ2t£s
Hewlett Padwd
HitacbiData CoJPOration
IBM CoI]lOf3tiOQ
Infonnatlon Leasing Corp.
Intemal RevCIiue seMce
KPMG Peat Manvick.
Leasing TeclmoJogies Int'l
Meridian LeasiDg Corporation
Price Wated10usc
Pacific Gas & Electric
Ra1beon - E Systems
Sanwa Business Credit Col)lOllltion
StorageTek CoIpOl3tion
Sun Data IDe.
United Computer Capital
WlSCODSin Gas

May 2002 DMC Consulting Group
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DMC Publications History

The (oUowing is a breakdown orreports conceived and Jnarketed by Daley Marketing
Corporation and now part ofComputer Economies: .

PRODUCT D HON
Manufacturer's Price Lists

mM Computer Pricc·Lists 1981 Mi's ListPriee.~Prices

Market Value Reports - Broker and End-User Reports

mMJPCM Market Value Report 1985 M~Values for Amdahl. mM. EMC,
HUS, Memorex. STI{. From
• • ~ es to Midrange to i/o
Be'lJipJDCD1;

DEC Market Value Report 1991 M llketValues for DEC 110 EqUipment.
V ~MicroVAX

WorkstationlPC Market Value 1992 M uket Values for DEC, HP, ffiM, SOl,
Sl rN, Compaq etc. .

NetwOIk Communications 1995 M det Values for over 25 mfrs. Bridges.,
HUbs. Tlnnt._ Switches

~i<hial Value Reports

Mainframe/Midrange Report 1981 Mainframe Residuals for Amdahl. lIDS,
H , IBM and Stratus

Diskfl'apelMiscelJaneous VO Report 1987 R.l :>idual Values on DASD, printers,
<Xl moilers and tape Subsystems for
Mndahl. EMc, lIDS.. ffiM, HP &
StbxueTek.

WOrkstatiOD & PC Report - 1994 R4siduaJ Values for DEC. HP.
JaM. SOl, SUN~ Compaq etc.

Network Communications~rt 1995 Rasidual Values on Bridges, Hubs.
Routers, Switches, etc.

The above subscriber products are available either hard ropy. on-line or email.

RCOE
ExhibitG
Page 11 of76

FCCAR00035



{
I

I Exhibit B. Portfolio Analysis - DeW'

· --

I
I
I
I
I"
I.
I
I
I
I
I
I
I
I
I
1-

August 2002 DMC ConsuRing Group
RCOE
Exhibit G 17
Page 72 of76 -

FCCAR00036



.... ~

Spectrum Communications

Cisco Portfolio

1999

W;f~i~~~~:i';~~;~});;;~~~
',~\.' ,".' ,·,'::.,~.Tj"ti.t:1.;y"

Ilf~l,1

OrigInal Original \i~:Ar)~l':'::-?iJf::~~JIt:'~; End-User FaIr
, Model Total Unit Extended tJ·I~.f;~~[Y;!~JI~'i·M Market Value'

Number Description Units PrIce Price ,i, <; ,J::'.":(;-"~ ~~;" ';,;.?t Extended

WS-CSOOO Cisco 5 Slot Core Switch 36 2,097 75,474f,l;J;'~:~·:;'~"X1.;';" ,t:k:<. 57,3601 .....
Management Module w/2 FX SC

WS-X500e Potts 33 6,297 207,785 f<'~·II·,:·,i."':7J;~~\ "11'I 157,916
WS-X5009 Manager:nent Module wl2 TX Ports 5 4,697

' :)1-:;-' ~~ I,~: J~ .... ...) ...."'~:
18,607' ,24,483 :~,,,, " .~L·I\,:,:(Il'~.J. '0':

WS- C5000 Fast Ethemet Switching
XS213A (1.0/100BaseTX,12port) . 35 6,997 186,107
WS·X5010 Ampheno! Module 26 3,497 69,OS1

C5000 Fast Ethernet SwitChing .'
WS·X5011 (1 08eseFX,12port) 4 6,997 21,269 •..
WS-
C50088 Catalyst 5000/5505AC Power Supply 72 1.397 713,'416

WS·X5111 12 port 100baseFX SwItching Module 8 13,997 85,099
WS-C2822-
A Switch 2820 24 port 1Obase-T 239 2,797 688,384 ,:~. ',~: 0 ,'. :.: ';'.'i~~:;:):o~:' 227,244

WS-X2824 4 Port 100 FX Module for 2822 269 2,097 563959[" ,,:': .' ·'1"!",,::.:I 191,7461 "-'

, I'. - '. I ',r; 'f ,.;...:" -: ::

WS·X2821 1 port 100 FX Module tor 2822 1 837 837 . '" . ,,:.' "I"" 284

I "Cl~~ WS- 12 port 1obase-T Switch w/2 100base
:~ 6' 8 . C1912A TX ports Ent Ed Upgradable 54 1,747 94.311 ~ ". '" . ,." ·.:I;r,~~:', 56,587
I -..I ~. trl
~ ... 24 port 10base T Switch wlth 100.... WS- 1OObase TX port and 1 100 base FX
-..I
0\ C1900C port 163 2,360 431,880~: _ :. _. ·_:,l~I:. ;~/: 168,433

-- -·-1

" :. " . \

Total $2,843 383 ~', "': ~'i;"j L,',,';dl $1 318159

~
--

l) f,~~/~l("')
("') 1> March 2003 DMC Consulting Group
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USAc\
'. Universal Service Adminislrative Company

Scnoo:ls& l.ibraries Divisip

RECOV£RY OF .£RRONEOUSLYDISBURSn> FUNDS

October 3,2003

MR. ELLIoTT DUCHON
R OF - RIVERSIDE COUNTY
'1939 THIRTEENTH STREET,
RlVERSlDE, CA 92502

Re:

Funding Year 1999 -2000
Fonn:411 App.licationNumher: 148309

Dear Applicant:

Reviews ofSchools and Libraries Program disbursements occasionally reveal that funds
weredisbUrs'edinerror. Such discoveries mayatise out .of.our peri.ooicaudi~,attetnptsby
applicants to reduce aIundingcommitment helowtheamount 'already-disbllrSed,orother
investigations resulting from our prQgr~:complianteprocedures. For example, .funds may
be disbursed in error when:
'Servi~s were billed but were not deliv~ed
. S.ervices were billed ·in -excess of the servicesd.elivered

SerVices were retumedbut anappro.priaterefund to SLD was ;not made

The SLDhas detemlinedthat the :funds detailed on the attached FuNDiNG
DISBURSEMENT SYNOPSIS were disbursed in .error. ThissynC)psis irtc1udesthe .specific
funding requ~, amounts, ·and reasOns .for recovery by Funt1lng Request Number{FRN}.
The SLD must nowrecover the amount that was disbursed inerro.r.

Sox 125. {;ori1lspOildence Ul1i~ BOSoulh:JeffersonROad. Whlppany.NJ, 01981
Visit.,-" nnlln.. at~ ·wWWJltunlversalservlce.om

RCQE
EXiiOltA
Page 1 of22
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FUNDING OfSBURSEMENT SYNOPSiS

On the pages foUQwingthis letter, we ha¥e .provided a Funding Disbursement Synopsis for
the Form 471apptication cited above. The 'enclosed report includes a list 'ttf the FRNsfrom
~thi5application for whichTec-ov:ery oferrOlleo_ustydi~burs~dfunds _isnce-essary.
tmmediately preceding the Funding Di&bursemen~RepGrt, you will lind a guide that defines
each line ofthe Report. The SLDis lllsosending this information to the applicant named
above.

TO APPEAL THIS DECISION

If you w-ish to appeal the .decision indicated in this letter:, your apt;leal rnustbe RECEIVED
BY THE SCHOOLS AND LIBRARlES DIVISION{Sill) WlTHIN60 bAYS OF THE
ABOVE DATE ON THIS LETIER.Failur.e to meet·this requirement will result in
automatic dis-missalofyour appeal. In your letter ofapp::eal:

L In¢lude the name,address, teI~honenumber, fa.x number, and e-mail address (if
a:vaihibb~)for the person who can most readily discuss this .appeal -with us.

2. State puttight that your letter is an appeal. Identify which RecoveryDrErroneously
Disbursed Fundsyou are~ppealing. Indicate the funding request nuniberand date ·ofthe
Disbursed Funds Recoveryletter. Your .lett~r;ofappeal rtlust also incIude iheapplicant
name, the Fonn 471 Application Num.ber-,and theBi1led Entity Numher from the top of
yourletter.

:3. When,explaining your appeal, include the p-recise language or teXt dlat is at the heart of
your appeal. :Bypointin,g1,1.$ 'to the exactwords -that give rise tQ yourappeat, the sm will
be able t-o tnore :readily understand ,and respond appropriately to your appeal Please keep
your letter to the point, and provide documentation t-o -support y-our ,appeal Be sure to -k-eep
copies ofyourcorr~pondenceanddo.cumentation.

4. Provide an authorized signature on your letter ofa.ppeal.

If you are 'Submittingyourappea1on:pap:¢r, please sendyOJ;lr ap_peal to: Letter ofAppeal,
Schoolsand;Ubrari-es Division, Box 12'5 - Correspondence Unit, 80.South Jefferson Road,
Whippany, NJ -01981. Additionalopnons for'fiIingan appeatcan be found in the "Appeals
Pto-cedure'lposted in the R-eferenceAr-ea ofthe SLD website ~rby~allingthe Client Service
Bureau. Weencourageth~ use of either the ~ail '()r fax filing options to expedite filing
yourappeat.

While we encourage you to resoIve your appeal wi.th the 'SLDflrst. you have the option of
filing an aPPeal directly with the Federal Commwiications Commission (FCC). You should
.refer tb CC Docket No. D2-6 on the first page,ofyour appealtt> the FCC. Y:our appeal 'must
be RECEIVED BY THE FCC WITHIN 60 DAYS OF TIm ABOVE DA"'tEON THIS .
.LETTER. Failure·tomeet this reqUirement wilt l'esu1t,inautom-atie 'dismissal:ofyour ~pea1.
Further infoDllation-and ~ptions for filing an appea:ldirectly with the FCC ~anbe,found in
the nAppe~ Proeedute"',postedinthe Reference Area,of theSID 'weo .site -or by calling the

:RCOE
EXht'bi.t A
£aaG2QU2
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Client Servic~.auteat1. We~trongly recommend that you use either the e-mail Dr fax filing
options because ofsubstantial delays in maiJdeli-very tathe :FCC. Ifyou are submitting
your:appeal via United States Postal Service,send to~ FCC. Office ,ofthe Secretary, 44S
12th Street SW, Waslrin~ton. DC 20554.

Schools and Libraries Division
Universal Service Adnlinistrativ:e Company

RCOE
BxmbltA
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A GUfDE TO THE FUNDlNG DISBURSEMENTSYNOP'SlS

A.ttaChed to this letter will be a report foreac:h funding request fr-om .the'appiica:tion :cited at
the top "Ofthis letter ror which a Recovery of Erroneousty DiSbursed .Funds 'is required. We
are providing 'the following deftnitions. .

, .
• FUND1N:G REQUEST NUMBER (FRN); A Fundingl(equest Number is assigned bythe
SLD to eachrequestin.Block5 'Ofyo'urHmn471once anapplicatwn has~beet1 prOcessed.
This number is used to report to a,pplicants and service provirlersthe status ofindlvidual
discountfuttding :requests submitted oil a F;()rm 471.

• SPiN (Service Provider Identification Nwnoet): A unique number,assigned by the
Universal Servioe Adtninistrativ~Company to service providers seeking payment from the
Universal Service .Fund for participating in theu.niv~lsel'Yice SuppPt1programs.

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

•:CONTRACT NuMBER: The Jl,umber of the 'Contract hetween the applicant 'and:the 'service
provider. This will be present only jfa contract nutnberwas provided on the;F:o.rm 411.

•SERVICES ORDERED: The type ofservice:ordeced from the .service provider, as .shown
on
Form47L

• SITE IDENTIFIER The EntitY Number listed on Fonn471 for "site ~ecificu FRNs.

. ' BILLING ACCOQNT NUMBER: lheacco\.Ult number that was establish~d for billin;g
purposes. This will:be presentanly ifa BiUillg Account Numberwaspr-oVided on the Form
471.

• FUNDING COl\iRvtrrMENT: This represents the total :amount ofrequested funding ihat
the SLD committed to this FRN.

.. FUNDSDISBIJRSED TO DATE: This represents the total funds that have been paid to
you fortbis FRN.

-FUNDS TO BE RECOVERED: This 'represents the amount'QrErr-oneously FWlds
Disbursed to Date. 'Theseerroneoustydisbursed fundswil1have to bc,t"ecover.ed.

• DISBURSED HiNDS RECOVERY EXPLANATION:This~entryprovidesa descri.ption
ofthe reason SLD is :seeking the recovery.

RCOE
Exhibit A
Page4of22
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579,113.39

$1~3,272.47

$24,159.08

I \

Funding DisbursementSynopsis (or Appfieatia:n Number: I48J09

Funding 'ReqJlest Number 299376 SPIN: 1430.10165

SetviceProvider: Spectrum Communications Cabling S~rvices,lnc.

Contract Number.: BANUSD ., ,

Services Ordered~ lNTERJ.~AL CONNECrnS_s
Sile Identifier:

Billing Account Number:
Funding Commitment:

Funds Disbursed to Date:
F).lhds to be Recovered:
Disbursed Funds Recovery Explanation:

After a detailed-review O! docu.mentation pertaining to this fundingreque~t

the SLD has found that arecovetyoferroneouslydisburs.edfundsinthe
amount 0[$:24,159.0-8 is requir.ed. A beneficiary ·audit discovered that the
service prqvideraccepted atrade·m for.the non-discounted share ,of
s.ervices provided. This ispetmittedunder theru1es of-the Schools and
Libraries DivisionSupport MechaniSIn, .astheoriginal :equipment was nbt
purchased with Universa1SerViceFunds. The valuation ofthe lr~de-in

equipmentm\lst be based on 'the fair market value ofthe equipment.
Furthennore,the valuation date should he the date the 'service proV:~der took
possession ofthe 'equipment. but not earlier than the beginning of the
fundirlg year. The service pr.ovider has provided an independent appraisal o-f
the1xade..:in equipment. Usmgthe July 1. 1'999 "\Ila1lIe indicatedintha't
appraisal, it was detetminedthat the trade-in value wa~only $38,966.30,
which is$ll;899.24 less than the norHfiscounted share of$$0.865.54 that
the applicant W&lS obligated to pay. Since the applicantdidnol :cov.et'
$11,899.24 <>ftheir 'portion of the charges, the ~cotrespondingportionof
these charges paid by Sill must be recovered. At the 67percent rate ofthis
request, ihattranslales to $24,159.08.. Asa result this .amountD'f
$24.15~9.08 determined to have beene!T<)Reously disbursed and must now he
recovered.

RCQE
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$70,868.'99
$86,146.08

$15,877.09

I
Funding Re-quest N'lmbec 299377 SPIN: 1430to165

Service PIO'Yider: S,p:ettIumCommunications Cabling SerVices, inc.
Cortttact Number: PIDSO

SerVices Order~: iNTERNALCONNECTNS_8
Sile-Identifier: . • ,
BiUing Account Number:

FundingCommiunent:
Funds Disbursed to Date:
Funds to be Recovered:

Disbursed Funds Re<:o,very Explanation:

After.a detailed review p'fdocumentaticn pertaining to this fundinlP-equest
the SLD has f()uo.dthal arecovety oferro.neausly disbursed funds in the
amount 0[$15,877;09 is required. A beneficimyaudit discovered ,that the
service proVider accepted aimde-in for the non-disco,UJ;lted share Gf
services proVIded. This is pennitted under the rules of the Schools and
Libraries Division SlilpportMecbanisrn, as the ~riginalequipmeirtwas nO't
purchasedWith Univetsa:i SerViceFunds. The valuation ofth.etrad~in
equipment.mustbe based on the fair.marlcet valueofthe·cq.uipment.
Furthermore,the va}uatiGn date 'shouldbe the date ·the s.eI¥ice previdertook
possession ofthe .equipment, :hutn;ot 'earlier thanthe beginning ofthe
funding year. The scrviceproviderhas provided an in.dependentappraisal nf
the trade..,inequipment. Usmgthe July 1, 1999 value indicated 'in that
appraisal. it was determined thatthetrade..dnvaluewas orily34.90S.62,
which is $7i820.06 'less than the non-discounted 'shar~ ()f$42.12S:OS 'that
the applicant was ~btigatedto pay. Since the applicant did not wver
.$7;&20.06 of their portion oHhe ,charges, ·the cott~onding portion of
tllese .charges paid~ySLD must be teco\'!ered. At ithe 61 percent rate ofthis
request, that translates to$lSj817~09. As a result.ihis .amount of
$15,877.09 was determined to have been erroneouSly disbursed ,and must now be
re~overed.

........
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$21,9:85.08

$44,070.38
$22,085.30

I "1

funding RequestNumber 2'99378 SPlN:1410.10165
Service Provider: Sp.-ectrum Comrnunicafions Cabling Servk~s. Inc.
Contract Number: PEtEM
Servi(:es Or<lered; INTERNALCONNECTNS~S
Site Identifier: ' ,

Billing Account Number:

Funding Commitment:

Funds Disburs:ed to Date,:
Funds tu be Recovered:

Disbursed Funds Recovery Explanation:

After a·detailed review ofd-o-cumentation pertaining to this fimding request
the:stDhas f0l;ludthata recovery oferroneously diso-ursedfunds in the
amount {)fS22,'08S.30 is required. Abenencrary,audit discovered that'the
service provider accepted ,a ,trade·in £or the non-dlscountedshare Gf
services provided. This is pennitted under the niles of the Schools ,and
LibtariesDivisionSup,port Mechanism. as the otiginal equipment was not
puroba:sed with Universal Setvi~eFunds. The valuation ofthe ttade-in
equipment must be based on the fair market value ofthe equipment.
Furthermo~,theva1uation dateshnuM'be the date the 'service provider took
'possession ofthe equipment. but not 'earlier than the beginning '1)-fthe
funding year. The service providerhas:provided an independent apptaisa:lof
the trade-in equiptnli:nt. Using the lu~y 1;> 1999 value indicated in that
appraisal, it was detetnllhed that the trade-in value was only $lO,6Z8A1,

whiclds$lO,817.84 less than the notl-:diseottnted shareof$21.706.31that
the applicantwas Qh~-gatedto pay. Sinee the applicant did ,wt cover
$1'0,877.84 oftheir portiQl1 ofthe charges, thecorresp:ond1ngpomPttof
thesechal:'gespaid by SLDmust'berecovered. AUhe 67pereent rate -of this
request, that'tr~latesto$22,08S.30. As a result this amount'of
$22,0,85.30 was determined to have heen ertoneol1s1y(ijsbutsed ,ami must now he
ret::oveted.

RCOE
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5144;486.12
$179;000.95
.$34,514.8]

I "
,
j

'Pu!tding Request Number 299379 SPIN: 1410 to r65
Service Provider: Spe.ctrttm <:QmmLf[li~atiQn$ Cabting Servites, Inc.
Contract Number; TUSD

Servic~~Or-deled: INTERNAL CONNECTNS_S

Siteldentifier: ' ..
BiUing ACCQunt Number:

Flmding Commitment:
Flmct5 Disbursed to D.ate:
Funds to:be Rec:o:vered:

Disbursed Funds Recovery Explanation:
After a detailed review o-fdocwnentatiou pertaining to this fundiIl,g request
the SLObas foundtbata recovery.oferrtlueouslydisbursedJlmds in the
amOWlt of$34,514..83 is required. A. beneficiary audit discovered tbatthe
service provider accep.led a trade-in forfhenon-discountedshare-of
services provided. This is ~nnitted under the mles ofthe Scb:ools and
Libraries Division Support Mechanism, as the :originalequip~twas not
~urchasedWith VniversaIService Fun4s. The valuation offuettade~in

equipment must be based on the fair market value.of the equipment.
Hmhertnore, the 'vaiuation date Sholild ~the date the service provider took
possession oftheequipnumt, but not earlier than the beginning ofthe
funding year. The service provider has 'provided an independent appraisal of
the lrade·in 'equipment. Using theJuly 1,. 1999 v.alue indicated in that
-1\Ppraisal.it was detennined that the tnme-m value was only $71,164.80.
which is $16~999.8S less than.the oon-discountedshareorS88.164.65 that
the applicant was obligated to pay. Since the applicant did 1101 cover
$l{>.999.85 :of their portion of1he.charges, the cott.e5ponding portion of
these charges paid :bySLDmust be reccwered. At the 67 percent rate ~fthis

request, thatttanslates~o$34,514.8:3.•.c\sa result this amount Qf
$34,514.83 was :de.tennined to have been erronepus~disbursed;md must now be
recoYer~. .

't" ."'

Disbut\1cd Funds Recovery Letter Page
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590,105.93
$125,307.65

535;201.72

I )

Funding Request Number 2993'Sl SPIN: 14'30l016;5

Service Provider: Specttum Communications cabling Services. Inc.
Contr~ct Nuniher:MUSD
services Ordered:lNTER:l:~ALCONNECTNS_5

Site Identifier.: "
Billing A£count Number-:
Funding Commitment:

'Funds Disbursed to Date:
Funds to be Recovered:
Disbursed flUIds.Recovery Explanation:

After a detailed review ofdocumentation pertaining ':to this fun<ling request
the SLDhas found that 'aorecoveryofetroneously.disbursed ftmdsin ~the

amountof$35.~01.12is :required. A beneficiary audit ·discoveredthat the
serVice provider accepted a 'trade-in for thenon-discoUIited~hare of
services ;provided. This isp.ermitted under -the rules oftbeSchoolsand
Libr3IiesniviSionStmport.Mechanism, as the original equipment was not
purChased with Universal Service Fwuls. The valu~onof the trade-'in
equipment must 'be based on ·the fair .market value ofthe equipment.
Ftathennore"'thevaluatio-ndate;:should be'the date the seniceprovidet took
p.osses:;lionoftheeq~pment.butnot eatlierthan the b~ginningofthe
fundingyear. The service providerhaspr.ovided an independent >~ppr.aisalof
the trade-,lnequiprnent. Using the July 1. 1999 valueindi<:ated-inthat
appraisal, it 'Was ,determined that the trade-in value was :Ori1y $44,3&0.53,
whiCh is $17,33IU61ess than the nOil-disconn~ed'Sh-areof$61,718.69that

the applicant W$o'bliga:ted :to~pay.Sincetheappficant did not coyer
$17,338.1'6 oftheir portion {)ffue charges, theco-rresponding portion oJ
these charges paid by SLDmust be reoovered. At the 67 p.ercent:rate ofthis
request, that translates to $35,2'01.n. As ,a result. this amount of
$35;201.12 was determined to have been erroneouslydisbJ;lI'Serl,and must now 'be
recovered.

1lCOE
ExlubitA
Pa~e90f22
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S315.1P:8.01
$39:5,1.5:8.8(1
$:60,060.79

I "t.

,funding Request Number 299182 SPIN; 1430HH65

SetvlcePro-videt: Spectrum Communications Cabling Services, [nco

Contract Number: JUSb
Services Ordered: INTERNAL CONNECTNS_3
S'ite"Identifier:' ,

BiUing Account Number:
fund,ing -Commitment:
Flmds Disbursed to Date:

Funds to be Recovered:

Disbursea Funds Recovery Explanation:

Afler'a detailed.reView ,ofdocume~tation ,pertaining :to this fundia-g ;request
theSLD'nas found that a recovery ofmoneolIsJ:y disbursed funds:in the
amount of $60,060.79 is :required. A beneficiary audit discovered that the
service provider ~cepted a,trade-m fbrthe non-discounted share of
services provided. Thisisp.ermitted under the rules ofth..e SchoolS ,and
Libraries.Division Support MechaDism, as the eriginaJ equiptnent was not
purchased with J,Jn1versal SetviceFunds.The valuatio.n of the trade.:in
equipment must be based on the ";fairlllatket value:ofthe ~uipment.
~Furthennol'e.thevaluation.date shoUld be the date the service'provider took
possession ofthe equipment, but not earlier thantheb~g ofthe
funding year. The service provider hasprovic1ed .an independent appraisal of
thetrade-inequiprnent. Using the JJ11y 1, 1999 value indicated in·that
appraisal. 'H was detetmined that fuettade.,invalue was only.$165;053_20,
wh1ro is $29,582.18 less than '.the non-discounted share¢$194~635.38that
theapplic:ant was ribU,gated to pay. Since the applicant did not cover
529,582.18 oftheir portion ofthecharge~,th~ torrespondingportion of
these charges paid bySID must be recov.ered. At the 61percentrateof.this
request. tbattr:anslates ;to $.60,060.79. As a result•.this :,lI;1'llou,nt of
S60,06D.19 was determined to have been~tr()neously:disbursedand must now be
recovered.

. -.:.

RCOE
EXlUbitA
Page 1O"()f22
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$l41,137.98
$113,492.15

$31,754.17

I
, ."

Funding Request Number 299355 sPIN: 14J{}HH65
ServicePr:ovider: Spectttltn Communieatioos Cablin.g Services, Inc.
Contract. Number: PSUSD

Servites Qrdered:INTERI'iALCONNECtNSS
Site Identifier: .. -
BiUing.Account Number:

Funding Commitment
Funds Disbursed to Date:

Funds to be Recovered:

DisbursedFundsR<ecovery.Explanation:

After ,.a detailed 'r~wiewofdocumentation pertaining to this funding request
theSLDhas found that a recoV'«y;O!eiToneouSly,dlsbursed funds in the
qmount ;of$31,754.17 is reqUired. A beneficiarya.udit cUscovered that ,the
service provideraeoepled:a trade-in for the non-tliscounted share :nj
services provided. Ibis is permitted under therules·afthe:&hoo15:and
Libraries Division Support Mechanism, as the ,otiginal equipment was .not
putehased with Universal Service Funds. 'The v:a1uation ofthe trade-in
equipment must behasedon the fair market v.alue of the·equipment.
Furthermore, the valuation·date sholildbe the date the :service'proVider too1c
possession ofthe equipment, but.not .earlier than the beginning ofthe
fundiQ8 year. Theservicepro~derbasprovldoo ·~indqlend~nt appIaisal{)f
thetrade~inequipment. Using the [lily 1, 1999 value indicated in 'that
appraistU, it was detemrined thaUhe~trade-dnva:luewas only.$69,8U.25,
whic.h is $1S.640.111ess than:the non-discounted share .0£$85,451.36 that
the applicant w3Sobligatedtopay. Since the applicant Uidnot-co¥er
$15,640.lIaftheir portion ofthechar.ges, thecpnesp:ondingportionof
these cl1arges paidby SID must he recovered, At ·the 67 percent.,rateofthis
request, that translates to $31,754.17. As·a result, thiSanldunt 'of
$31,7$4.17 w.asdetennined to have been erroneou~ydisbursed and must tltlw be
recovered.

{tCOE
iExhibitA
Pagellor:22
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$277,979,70

$335;966.71
557;987;:1)'\

I
Fundin-g Req,uest Numher 299356 S~tN: 1410tOHi'5

Service Provider: Spectrum CainmuiliC'ationsCabling Services, Inc.
Contract Number: CNUSD
Scrvines Qrd'Cfed;lNTERNAL CONNECTNS.,.;5
SiteIdentifier.' "
Billing A-ccount Number.:

Funding Commitment
Funds Disbursed to Date:

Funds to be Recovered:

Disbursed Funds Recovery ExFilanation:
Aften detailed review ofdocumentatiMpertainingto thlsfunding,request
the SLP ha,s leund 1bata,:r~oYery oferroneouSly disbursed funds in the
amount {)f$57,981~OliBrequired, A beneliciary audit discovered ithat the
service pI:oVideracc'epted atrade--in for the non.,discounted shareo!
services provided. This ispennitted\inderthe nrlesof·the Scltools.and
LibrariesDivisiOIlSupport Mechanism. as :ihe original e.quipment was not
purChased -with Universal Service Funds. The valuation cfthe 'tnlde..ID
equipment must be based oo;the fait market value of the equipment.
Furthennore,the valuatiort.dateshauld be the date the service provider took
po~essionofth~.equipment,butnot e.atlierthan the :beginning:ofthe
funding year. The service provider has provided an independent t.ippraisal of
thetrade~in;equiprncnt U~ the July 1, 19.9-9 value indicated in that
B:Pprlii'sal, it was determined tbatthe tnlde"':jn value wasow.y $136;-915.31.
which is $28.,.560.11 ,less than 'the non-discounted &hate of.$165,47~.14 that
the appiicant was .obligatl:d to ;pay. Sinc.e the applicant did not cover
$28,560;77 of their portion oftbecharges, the correspondingportion of
these charges;paid.by $LDmust be .recovered. At th¢ 61 percent I;ate nfthis
request, that translates to :$51~981.-O1. As:a result, this amount~f
.$57.987..01 was netenninle<i to have been etrtmeously disbursed:and must now he
recovered.

:RCO~
bdlibitA

." ; -' " --:;.; -
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$65,372,72

S75.728A9.
$10.355.17

I
'Funding Request Number 2.9"9.359 SPIN: 1430:\0165

Service 'Provigec Speitrum Communications 'CablingServices., ,orne.
Contract Number: SJtJSD

Services Ordered:INTERt'iAL COt\lNECTNS-,S
Site Identilier: • •

Billing Account Number:

~Funding Commitment:
Funds Disbursed to 'Date:

P.unds tD be Recovered:
Disoursed Funds R.ecovery Explanation;

After a detailed :review of,documentation pertamingto tbisfunding.rcquest
the SLD has found that a recovery'oferroneous~disbursed funds in the
.amount of$lO~35$. 77 is.required. Abeneiiciaryaudit discovered that the
service prOvider accepted a trade-in for .the nOil~sco'unted,sbare;of
'services pro\ided. This is permitted1.Uldet the rules <>fthe Schools and
Libraries DiviSionSupport Mechanism, .as theCJriginal equipmen.t '\Vas not
purcllased with Universal Service Funds. The va'luauonofthetrade':in
equq,.meiit must be based on the fairma:tket 'value ;o'fthe equipment.
FUrthenmm:,the 'Valuationdate should be the date the ~ervic.e:pfOvider took
possession of1he,eq.uipment, "but not eadier than dIe beginning ofthe
funding year. The.servicellfOVider has provided an independent appraisal of
the tracl;e~i:neq~pment. Usin,g the July 1, 1999 value 'indicatedin that
appraised, it was determinedthat the trooe-in value was orily $32.1'9:8.50,
which is $5,1OOi6 i 'less than the non-discounted share of$18,993.02 that
the applicant was obligated to 'Pay. Since the applicant did not cover
$5,100.1>1 p.ffue.ir'portlonoltlwcaarges, the coItespond~gportion of
these chaI;gespaid bySLD lItus.tbe recovered. At the 67 percent 'mte of this
request, that translates to $10.355.77. As a result this amount·of
$lO~355:77was determined to have been'~oneousIYdisbutsed'and must now be
recovered.

RCOE
Exh.ibitA
:p~ge 13 of22
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$'1~3 ,542.51

"$312;606.16
$129,.064.25

I \
.i

- I.'

Funding Request Numbel" '2~936t SP1N: 1430lO1'65
ServicePtovider: Sp~trumCommuni:caticms Cabling Services. ·lAc.

Contract Nunther: VVSD
Services Or<ler-ed: fNTERNALCONNECTNS_S
Site Identifier: '. ~ ,
BiUin,8 Accou& Number:

FundingComtnitment:
Funds Dis.bursed to Date:
Funds to be Recovered:
Disbursed Funds Recovery Explanatioh;

After adetaiied review ofdbcuroentauon pertliningto this funding request
the SLDb-as found that a recoyeJ;y of,erroneouslydisbw.:sed funds in the
amou.ntof$129,064..25i5 r-eq.u~d. A :beneficiary:audit discovered lhanhe
.service provider accepted a mde-in for thenon-dise-ounted 'Share-of
services ,provided. Thisispemiitted ~aertherule$afthe·Sc'hoo.l~and
Ubraries DivisionSup~rtMechanism, as the ariginal equipment was not
purchased with Umverslil Service Funds. The valuation -ofthe trad-e~in

equipment must":be based :00 the fair'Dlarket value of the ·equipment.
Furthermore, the valuation dateshpuldbe the date the service provider took
p,ossessionofthe equipment, but not earlier than the beginningofihe
funding year. The s.ervice provider has :provided an ind~erUietlt appraisal of
the trade"in equipment' Using theJuly I, 1999 value indicated ~nthat

appraisal, it was determined thatthe trade-in value was only$90,40L53,
Which is .$63,56&.9.~less thantbenon-disc.eunted shal'e,ofSl:S3;970.49 that
the applicant was obligated to pay. Since the applicant did'not cover
S63,568..96 oftheir p@rtion ·ofthe~ar:ges, theccITesponding portion of
these :charges paid bySID .must berecov.ered. At the 61 percent tjite of this
cequest,that tr-anslates to $129,;'064.25_ As a result thisamount·of
$129,064.25 wasdetetmined to have been ~rroneously;disbursedatldm.ustnow he
recovered.

ReOE
E~itA

Page :14of22
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570,868.99
S86,746.08
SIS,.877.09

I -. - "

)

funding Request Number 299363 SP1N: 1430101:65

Service Provider: Spectrum 'Communications Caolin~ Services, Inc.

Contract Number: PVUSO

Services Ordered: tNTERNAlCONNECTNS_5
Site Identifier: ' ••
Billing A<:count Number:

Funding Commitment:
Funds Disbursed to Date~

Funds to be Recovered:
Disb~rsed Funds R.~overyExp.hmation:

After a,detailed review ofdocumentatioo pertaining to this funding request
the S:L.D h~ found that a recovery oferroneously msbt:ll$e.dfunds 'in the
!lffiOunt.of'$15,,877;09.is required. A beneficiary aumtdiseQveredthat the
service provider acc.epledatrade-infor thenon-iliscounted ,share of
services provided. This isp,ermitted under the rules ofthe Schools :ana
Libraries Division Support Mecbanism.as the 0tiginal equipment Vl-asnot
purchased with Universal Service Funds. The vaIuatiunoftbe trade-In'
equipment mastbe based on ,the fairmatk~t value of the equipment.
Furthennure. the valuationdat-e sho.Uld be the date the serviceproviiler took
possession <of the .equiptTlent,butnot earlierth~the~eginningofthe
funcling year. The ;service provider has prc'ridedan independent 3ppra1salof
the trade·.in ,equipment. Usiqgthe July 1. 1999 value indicated in that
appraisal, it was determined that the trade-"invalue was oniy$34;905;62,
which is 57..-820:06 less -than the non-discounted~hare of$42,725.68 that
theapplicarit was -obligatedto pay. Since the applicant:{lid n.ot cover
$7,820.06 of their pGrtwn ofthe charges, the corr~ondingportion.of

these charges paid bySill,must be recovered.-At the ,61pet-eentrate ofthis
request, :th:at translates to $15~817.09. Asa resu,lt,this atnount Qf
$15;'877.09 was determined to have been erroneously ,disbursed·'and:lnust -now be
recovered.

RIDE
&mbit-A
Page i5cifll
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,$1,6.0,974.'92

$212,053.7.3

$'51;078.81

I )

Funding Request Number 299365 SPIN: 143010165
Service Provider: SpecttUm CommanicalionsCabHng Services,me,
COrltr.lctNumber: HUSO
Services Ordered: INTERNAL CONNECTNS..,:S
Sitekientifier: ' •
BiUing Account Number:

F.unding Commitment

:Funds Pisburserlto Date:

Funds to be Recovered: .
DisbuI'sed'Funds ·Recovery Explanation;

After a detailed r.eviewofdocum.entationpert.aining to this fundingr~est
the SLD has found that a recovery of~rroneouslydisbursed funds in the
amount 0[$51;078.81 is ,required. A beneficiary audit discovered that the
service provider accepted a :trade..,in for the -non-discounted $hare of
serv'ieesprovided. This is .permitted under the ru1esoftlle Sc:h'oolsand
Libraries DivjSion Support Mechanism, as the original equipmentw8S not
pUrchased with Universal Service Funds. The valuation of thetra(le.;in
equiptnent IDustbebased ,on the fair market value ofiheequipment.
Furthermore, the valuation date sboUldbethe dale the serv.icepro~dertook

possession ofthe equipment, butnot iearlierthan the hegimiing Gfthe
funding year. Th:eservice ,providc:rllas provided an indtWendeotappraisalof
the trade-'in equipment. Using the July I, 1999 valueindieat~in lhat
appraisal, it was dctertnined that the <trade-in valuew.as .oIily $79,2:86.16,
which is S25,l'58.211es,stm,n.thenon-discoUllted shm.'e-of$104j444.37 that
theapplic.ant was poligated to pay. Since the applicant didO(!)lcQVer
$25,158.21 of their portion ofthe charges,the.c.orrespandingportionof
these charges paid by SLOmust be;recovered. .Atthe 61 Pl'rrCeI1t :ratecofthis
reques~. that translates ti>$'l,018.81. As A resUlt, this amount ·of
$5I;078..81was determined to have been .erroneouslydisbutsed and must now be
recover~.

ReOE
Exhibit A
Page 16 of22
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$21,985;08

$44;070.38
S22,{)8530

I )

Funding Reques:tNum:b.er299367 SPIN: 141011H:65
ServicePto\Tid~r: S;pectnrmCommunitaHons Cabling.Services, lnc.

Contract Number: MUSD
Services Or4et:ed: INTERt'lALCONNECTNS_S
Site ldenti.ner: t ..

BiLling Account Number:

Funding Cortunitment:
Funds .Disbursed to Date:
Funds to )be Recovered:
Disbursed funds Recovery Explanation:
ARera cdetailed review oOfdoeumentation pertaining to this funding request.
the SLD.has found ,that a rec(wery,oferroneouSly disbursed funds :in the
amount ofS22.085.30 is required. Abeneticiaryaudit discpvered that the
service provider accepted atrade-m for the non..discount-ed ~aieof
services provided. This is pennitted ,under the'nIles 'Ofthe Schoolsand
Libraries Divisie>:nSupport Medhanism.astheoriginal eqnipmentwasnot
purChased with Universal Service Funds. The'valuationofthetrade":in
'equipment must be based on the fair market value ofthe equipment.
Furthenilore, the valuation date should be the date the $CrvIC'e provider .took
pos$essionof.theequipment,but:not ,e.arlier than .the beginning ,of the
funding year. The service providerhas;providedanindependent appraisal of
the trade":inequipment. Using the Juiy 1. 1999 value indicated in that
appzai$al, it was determined that the trade·inva1ue was only $ lD,828.47•
which is llO..S77.8'41ess than the non.,discounted sh~e 0[$21;706.31 that
the applicant was obligated to pay. Since ·theappUcantdidnotcover
$10.877.84 uftheir;portiooof j:heCharges. the corresponding portion of
these cb.at:,ges paid bySID mu,st;pe recovered. At the 67 percent rate ofthis
request,that translates to S22;Q85.30. .As ·:a resUlt, 'this :amount of
$.22..,08530 was determined to have been ettoneQusly dlsb.ursed. .and must now be
recovered.

RCOE
ExhibitA
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$19.236.94

$38,56158
$19,324.64

I )

Funding Request Number 299368 SPIN: 1410HH6S

ServicePr-ovider: -Spectrum Communications Cabling Services., Ute.
Contract Number: RSD

Serv:icesOrdered:INTER1'iALCONNECTNS_S
Si.te Id~ifier: " ,~

BiUing AccountNumber:
F~Commitment:

Funds Disbursed to Date':

Funds to he Recovered:
DiSbursed Funds Recovery Explanation:

After ~l'detailed review .ofdocwnentation pertaining to this funding request
the Sill :has folJDdthat a reco:veryoterroneouslydisbursed fUnds in the
arnountof$19,;24~64is required. A beneficiary audit discovered that the
s~.ceprovideraocepted a trade-in fur thenon-discounted sh.arc of
.s.ervic:es provided,. This is ,pmnitted;u,ndertherules pfthe SchoQIsand
Libraries .Division Support Mwhanism, as the original eqUipment was not
purchased with Universal Service Funds_ The valuation of'the trade-in
equipment ttlust be based on the fairinarket valueof'the eqttipment.
Fur:tb.ennore, the vatuatio:Q. date -should be the ,date the :service :provider took
possession .oftbeeq~pment,but ,noteadierthan thebegi~8oftbe
funding year. TheseIViceproviderhasprovidedan independent ,appraisal of
the trade~in.equip:ment. Using theJuly 1,1999 y,alueindicatedin that
appraisal, it wasdet-ennmedthatthe tra4e-in value was only $9;474.;91,
which is $9,518..11 less 'thanthenon~scountedshareof$1:8~993.02thro:
theappljcantwas obligated to pay. Since the applicant did not ,cOvet
$9,518.11 oftheir pQrtionofthecharges, 'the corresponding portion of
these charges paid bySLD must be recovered. At the 67,percent rate ofthis
reques.t, that translates to$19.324~64. As a result, tmsamount of
$19~324;64wasdetennined to have been err-Oneously disbursed and must now be
recovered.

RCOE
EXlubitA
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S266,9:S1. Hi
S313;93L52

$46,'944.36 ,

I ",
,;

Funding Request NumberZ99l70 SPIN: 143010:165

Servic-eProvider:$pecttum'Communications Cabling Services, Inc.
Contract Number: DSUSD
S~rvices Order.ed: INTERNAL CONNECTNS_S
Site Identifier: ,-
Billing Ao,count Number:

Funding Cortunltmcnt:

FUnds .Di$bursed to Date:
Funds to be Recovf:red:
Disbursed Funds Recovery Explanation:

After a detailed review ordocumentation pertaining to fbis funding request
the SID has found that a recOvery oferroneouslydisbursedfuindsin the
aInoUl'ltof$'46~944.36 is r~u1red. A beneficiary audit discovel'edthat the
service proYider accepted /a trade-in for the non-discounted share of
services provided. This is,p.ennitted under the niles of the Schools and
.Libraries Division Support Mechariisn't, ,as 't11eo":gUm1;equil'inent was 'Pot
pw:cbase4 with Universal SetviceFunds. The valnation'Of'thetrade-ln
equipment must be based on1he fair market value 'ofthe equipment.
FUIthermore, the y.aIuation date should be the date die 'servicc'provider took
possession ofthe equipmentJbut no.te&"lier Jhan the beginning ofthe
funding year. The serVice pr.ovider haspr:oVided an independcutappraisal.of
the trade-ineq~pment Using the July 1,1999 value indicated:inthat
appraisal, it 'Was determined that the trade-in val11e was .only$13:1,501.14.
which is,S23,lil J851ess than the non-discountedshare of$154,622.99 that
the -applicant was obligated top~y. Since the applicant -didnotepver
523,121.85 of their portiono! the charges. the cotrespondingportion ·of
these -ch~ges ,paid bySLDmustberecov~d. At the 671lercentrate o:Hms
.r.equest,that translates to$46.~44,j;6. As ;ar.esu1t this mlountof
$46,94436 Was detenninedto have heenelToneously'disbursed and il1USt now b'e
recovered.

RCOE
.EihibitA
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$149;982.39

S190,01855

$40,036.16

I
Funding Rl:ql;lest Number 29,937l SPIN: 14JO10165
Service Provider: Specttum Communicatl'Ons Cahting Services. Inc.
Contrnct Number: AtfSD
Services Order~: INTERNAL CONNECTNS_S
Site Identifier: • •
Billing Account Number:

Funding Commitment:
Funds Disbw:sed to Date:

Funds to be Recovered:
Disbursed Funds Recovery Explanation:
Aft·er 'adetaiied review ofdoou:rnentationpenaining to:this funding request
the SLD has fOl)ndthat a recovery oferronepus:l;y disbursed funds in the
amo:untof$40,036.16 is required. A beneficiary,audit,:discovered .that the
service providerac-eep:tedatrade-in fo:rlhe non-disco:untedshare of
services ·provided. This is 'permitted under the 'l'UUesofthe Schools and
Libraries DivisionSlqJportMechanism~as theari,ginal e<.J.U¥ment was not
pure-hasedwithUniversalService Funds. The vaIuationofthetmde-in
equipment must be based ~n ;the fair market value ofthe equipment.
Furth~ore.,tbe valuation date should:be the date the se.rvice provider took
poss.ession :offheequlpment.but not earlier'fuan the beginning ofthe
funding y~. The service provider;hu;pr()videa '3Il ind~entappraisa1of
the'tr.ade-in equipment. Using theJuly t, 1999 value indicated in that
appraisal. it wasdetenninedthat t,he trade-in :value was only $73t:S71.9~,

which isS19,719.311ess than the non-discounted share ofS93.591.23 that
the applicantwas obligated10 pay. Sinceth~ ~p1ic:antdidnot cover
$19.119.31 ;of:theirportion ofthe ,charges. thecorresponding.p~rtionof
th.ese ~h:arges paid;bySLD must be recovered. At the 81 perce'ntrate 'of this
request, that translates to $40,036.1Q. As a result, this ~ount 'oJ
$40,036.16 was determined to have beenerroneouslydisbUlSed and'lDustnowbe
r-ecovered.

RCOE
Exhibit A
Page.2\} ,Qf,2i
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~_,.. _ .1.. , ....~ . !. _ ""0.... .1 .....,..._
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$1'63,723.06

.$211,562.53

$:53;839.47

I
funding Request Number 299372 SPiN: 1430lO165
SerVice Provider: Spectrum Communications Cabling Services, Inc.

Contract Num:ber: JUSD
Services Ordered: rNTERNAL CONNECtNS_S
Site .Ide.ntifier": • .•

BiUing Account Numher:
fUnding Commitment:

Funds Dis\)ursed to Date;
Funds to be Recovered:
Disbursed Funds Recovery E:(planation:

After a detailed review ofdocumentation pertaining t-o this funding request
the SLD has found~hat a tetovexyof elTPneo~lydisbursed.:fundsin the
amount of$53~839 .47 is .required. .A beneficiary ,audit discovered that the
'service provider acc~p:teda trade-in for the non-disc-ountedshare of
services ;pfQvlded. This is permitted under the mle,sof$e Schools and
LibrariesPivision SupportMechanism, as the orlginalequipmentwas not
purcha.sedwith Universal Service Funds. Thevaiuation-'of the trade';in
equipment must he based on-the fait market value ofthe equipment.
Furthermore, the valuation date Should be the date the service provider took
possession oftheequipment,hlitnotearlier thanthe beginning ofthe
fundill;g year. The service provider has provided ;811 ind~endent appr,aisal of
the trade-in equipment. Using the July 1,19.99 value indicated in that
appraisal. it was determined thattb.e trade-in value was ,only$80j639.72,
which is $26.511.941ess than the non-discountedshate ofSl07,157:66 that
theapplica,nt was<>bngated to pay. Since the applicant did not cover
$26,517.94 -ofthe~ portion of the charges, the cotresponding portion·of
'these charges paid by SLD rnustberecovered. At ~e ,67 percent tate ufthis
request, thattmnslates to $53;8'3'9.47. As a result, this amol:Ult of
$53,,1339.47 was determined to have b:eenerroneously:disbursed and must now be
recovered..

... :.7_

RCOE
Exl;nbitA
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5147.234:25

$184,509.75

$37,275.50

I )

Funding R.equest Number 299313 SPIN: 143Ql0165
Serv:iteProvid¢t: Spectrum CommunicationsCabHngSerVices, Inc,

Contract Number:LEUSD
Services Ordere4: INTERNAL CONN£CTNS_$
Site Identifier: ' •

'Billing Account Number:

FundingCornmitment
Funds nisbursed to Date~

Funds to be Recovered:
DishursedFunds Recovery Explanation::

Afteradetai1ed review.ofdocumentation,pertainirJ;g toUUs fundjng request
the SLDhas found that a recovery oferroneouslydisbursed funds in the
amount(()if$3?,275.50 .is required. A beneficiary audit illscovered that the
serv-ke proVider .accepted a. trade·in for the non-discduntedshare of
services provided. This is pemrittcd under the tules cQfthe Schools and
Libraries Division Su.pp.ort Mechanism, as :the original ~quipment was not
p.tn'9hased With Uni~etsal Service :Funds. .Thev~uationQf:the trade-in
equipment must be based onthefain:narket value of the,equipmeJit.
Furthermore, theva1u:atlon date 'shotildbe thedatethesmiceprovidet look
possession ofthe equipment, butnot earner thanthebegmnmgofthe
funding year. The service providerbas .provided:~independent appraisilo:f
thetrade~inequipment. Us4lg the Jufy .1, 1999 valuein4icated in that
appraisal, it was determined that the trade-in value was only$7~,518.361
which is $18,359581ess .thlUlthe non-discounted:shareofS90;877.94 that
the applicantW$ :obligated to pay. Since the applicant did not ~over
$18,359.58 of their:portion.of the charges, thecotr~ponding,portion of
these charges paidby SLD.must be recovered. At the :61 peroent:rate ,ofthis
re:quest, that translates to $37.27$.50- As a result, fuis ,:amount;of
$37.275.50 was determined to have been erroneouslydisbuIsed and must now 'be
r.ecovered.

RCOE
ExhlbitA
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SPEC ,rR·UM COMMUNICATIONS
CABLING SERVICES.• INC.'

~2,2003

lMTI'ItR'OF APPEAl.

(Sent l'Ia.elrUllJ,faciimlkand~£ipr.D)

.te#e.r'of~
Scboo1s-.1.ibmrics,DWWim
.~ 125 .,Cott"'fOOdcnceUDion
'BOSoJUb l.etre,uo(l~
WblPPany. N:J m981

Rc: R=m:tyor~wily:DDbursecJ"Fundi
i:uod1ag Year 1"999-_
'Fo,nn 41.1 AppIitaticm..Numbcr. 'l~
AppHCalit,N*De,R.():P - Rivcrsidc'CowIty

·Dear SCJwxjls:and u1nmia~
$peCtrUU1o.DJlmi~i("Sl*tniD1., ..1mi~CbIskUCr~~ thcSlJ)'1J Ilccovery

'Of'P.rronanmy ·l)jsbuclClfFWJdsforthe 1O!JaMDa FIDJdiDa &qucst:Niml'baIi:the'."ltRNJiI or,
jpdMdWilly. "faN"); 29..9-31!S, .il99l11,299318.299.379. 2993-81.299382.. 29.9.3S:S, 299356.
2mS9, .299361. 299363,29936S. 299361•.2993l68. 2993'10. ,mnl.~3121iDd299373.

The D.ijlnncd-Funds Recovery Letter is·dIted OctOber 3.200_3•.,..~appH_is
R'O P RivenUleCOun,ty.~ Porm 471-AppUcationNumber i'148J($.. TheBiUed aatity
Number~143743.

hMdcdbelow is-the~ iDtOrmatiOllfor:t~.~ autborized.to~ .ma--ap,peal
unhChalfofSpec'lnIIn:

'Pi£m P4 Pe2IdCr~
:oaunlCOunsel
Spcetrum 'Coumiunk:atiODS
226 N. Liocom ~v~nue
-Cortuia, CA '9'288~

Tel.: .9~311:.os49
Fax:909·;2730-:J114
Email: ,PiCrre@Sped!UIJIOOnAAm

-2-28 NORTH UNCDLN A~UE. CCRONA.CA B2Sa2
(SOB] 8-71.0549 ~ (BOO) 319"'711 • :FA)HS09j .273-3114

Itu:. 7'1'"
---------..,-------.,..--l~- ------.-------~R€AO~Er-----
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1. :PlWJMIJ!WlYfiA't:BMl!:Nf

,Sptctrum.,.priwIDly:IWd~OD ~ in r.S.·ia.apn;)Vider:otillfonnet.ion

.tediaologyprtliih":tUDd~ces. 1he~p«I1T"~Weis~tho~OD

mar:k'cit,JMib&--~-'''.se W~i'aciIideJ. 1bf:~ _:padicip8tNm·

~:s..~.projIaJnilin.ce 199.8. ,S__,~.basMtCd~u~:pm\ikfOr

,~3.8diffi=nt~ldiItth:U.

R.Ol'·RfverlicfeDcJumy.<I1so.boWJlas·.tbeRiv~Cowdy()ffietof"EaucadQD

{"RCOB").·iS.~aacaeY~ Riwqj~·C~'.U.:&oa.I4iJtricb_liaWas

ibeIn·Witb~C81ifiDDia ~:of2dacltion. RCOE;9fOVi-'~:Qk'lCtY1ces,

·usiJtaime!tDits~~in:tIIIl~·andD18ibteDi'nCoofDlrt'WOit,ud

·~CIUoDs·~ ~·~~li.l,Q1iUiQtt~~cathnJugha\Jt

RivClJ'Side County fur tho ,2002..;Q3.s.ChOOl yair.

For&Rate PwidiDg Year ·J999..200tl•.llCQB forJRcd. CQJ'!SnItiJlM of'uuDcmlJenc1wol

diStricts forthoptlq)OSC:of'lJlPlyirlg,forB-~~ On Mamlz5. 'J 999, Kc.oBfi)~cJ,a

Fonn410fNumber22(100000121898)I01iCiq·~s.fi'oin-PfO$JJeCtive~sctyb»~

fur araDgDor&~~gibl~~ud-'ices. After~ex1Iting~ui~whida

RCOBcoJUOlfilliDmcmbcr.J'l.nttndcd.to1r~mto SpecInJm for:ibo~JC ofpn:lriUWgitsE.

:lUte·mat.c:bma~.Spcc'lrulD·cJc:tcmnj;wt·tberm~VldU;·pftbc·cquipmonttobe

$1,813,505;83. ,Spoctnw1IJen..JUbmiucd a:b.ldpropoaa1 in Jal'ODlIe:iothe '1l«m 41l» aad RCOE

nbaCqlidltly tetmed:~.tbe·.mcc·PfOvid« ro"the:tobSI:riwn.OnApriJ ~, f~,

RCOE filed .,PQI1D471(llwribcr1483(19) ~ilql1Js ~.ofSpectnun·s~ 1IQdUa

:.election ofSpcetnmaas.its service~derfor Fuad~ Y_l999,;2000.

2

....n'[! l~ ~ U'VB m: ~ .
:. !lEe 0 UlllS ,

:ay. ~

:RCoE
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Jill

ThetDtd~·\'AIluclof'lhe~;betMem;ROOBua.SpectEu.mwas

$5;495.412.20. ·RCOB~·~D1.i'orCl.E-Rate~W~."';(6m).

~,RCOBadlorfta~~~~'*lUhltlopo-riae~~JI

"''nde ot'33K·iJ!';'l;113.505.i3 total. Inor~~ J999. 'wllcaRcaEeadSpccttum

atatd~into·the·agn:emtJd'for·BpRate.terYfCie$,·thepttie.l'-=thatSptCttwilW01ddae:cept.:in

&uof,i:iJiJh,tlnl~~SJ*frumhad "aJuea.Sl,B1;J~05.J3.~ReoE.
paymanfortbe~pottianof'the~pril::o.

11loSW JIOW·COiltc:ita1lJo;~.of;ttz1rBdo+iaeq~.RCOE.~... itJ

mjlMbt~,oompoMat. ,Men~~.jbeSU>ConfllDa.tbd u.e~1i'8de-m~b6-of

1ho equi,PDlCDt wuitl air1JL8fket'\l.illUeat1bebeaiJmias'oflhcdilndiDg)tear:(Ju1)' I.. '1_);tlIld

not its _'market va!Ge on thedateROOB_·~~·into1he-~f'orscn?c:ci

(March .f~). '1!bc'SLD:comeods ;that:t'be total t8ir1llldcat~ue-ofb COIUordwn"'eq\jpJIl,c;nt

onJuIy 1.1999wu$1.3t~..t59. ComeqaeDtly. the SLDueb:reco"O':in Ihe-emowrt. of

1107;521.34.

lL TBEDlSBlJRSml'UNDS~YualEk.

Tho:Disbursed FmuUlbcovery~ dated OdobefJ. 2OO~.jaa tdtlllof22,peaei­

·P.aJca '1tbtougb "dnonbo tb~.for'~1lIl~-.d_.provide«auide lOlhc

&ldiDg·diaburlelnMt S1DQPSia. Pqes;5 ibroulh22~ It4IeCOV,ay tor aspmficFRN. FGl

·eacl1.or~ UI FRNs1u.question. the buis ofrc.c:ovCl)ds1be~1bat'onJub'1. 1999.~

'fa'ft matket wlue·olth.e·ti11de-in e!:luipaactJt ,Wl$S.1ess tJ1antiulflO~8bm,tbat the

applicantwu RClQiml co,pay. SpcOifi~.:Cor oach of.tbc.FRNa,tbo~ ·Fuadt:JIecovcr.y

I.etIet'ltates-.tbefoUo'Wlna:

'iJ'hev8lUlidon:ol'thtt tJ':84e...ia .pmmrtmust be 1$scd on the fair'mad::et
'VIIlueofthc cquipmcJit Furihcrmorc,?cbe vJihulligndatoihould.be the.

IlCOB
Edlt"bitB
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Speetnmappwa,lbO_rJIlfrWionlJy1be StD·that·tbr:~IIldiODaw:!~:be·Ihc'.c1ldc

.hncmQe:pnMder·~~=s'" ~ftbc equipmoDt.bIit.JlO 1*'Ikr1baothob9"n)ns;oflbe

DuuJina yeat.

P8gcII S tbrbugh 22.of:.fbe:Dis'bur8cd :F.1IDlJs &coVCtf l.cttclr RaChadetcmiiDltimulf1bC

vaJue,1)f.tbctn.di>iD··~:QD]u111,.l999lbreacih~·1be·FRN .. 'S~~,Ior·C!IICb.o·r

theFRN~J'BPSS 1hi'oup22.swc 1be10lJ0wbJg:

··Thc seniapoYldcchD pro:vidcdan'·j~,at"PP.lI,qahfthe1rade4n

tqJriptnerrt. Ua'ia8lheJuly I, J9&valuejndic:a0:4111that~.:it!WQ
>detern1f_~theu.do.JIl'9l1a·c..., OD1y(~'JWirlubyFRN), which
iJ·{~~.byF.RNj"'iban'tbCaan-diJaoWl1edWm Clf(aDfOJUIt

, l'Arlu·biF:RJV)1batlbc:iIppII*twu~bUpaecl'lo·pay."

SpeCtnun4ppeaJsthodetenDitlationbythe·SU>ihattbeiletbll!fllirmatkehaluc·oftlJc

equi~'Ob.Ju1y ~.I999wuthe wIoeindir4ted in1bciD~lJPJRisIL

m. ARGUMENT .

·tbeSLD_·~ that1beigJpl'Opriate'Va1uadon~l'orttade-i,n ~uipmeotiJtho

llatc·Jbe·st.nice provldcr·looltpmcs$lbGorlbc,~pmcat but.no c:a.rlier~ tho~:of

thcfundiial )'t:llIror, intlwullISCaluly l~ 199.9. ·PIll'tMr,1heSLDhUreJied.upon«A~t

.appmisa1S~ proVided in 0.10 dcteraUnc1M \'JlbMt ()ftbc ·equlpmenton JulYl, .1~99.

ThesedclcID:l1Dl1ibnsare nrlJpldedund 'the SLD s'houldte8S0its attempt to'RlCOverfQnds

disburscd:~t to~FRN••

F.-ir$tI)',cy·agrcc::m.cmthatamtemPlAtesancquipmall~ininlieu ofcash must

-an_ value 10tbccqu1~:Btthctimeof.~ iol:ma1ioIl-not at.ahlter date.Qtherwiae,

1hC~p6cant will DOtbow itBpa~ obligations UDder dI.e~CI1t. .Furthermo.te" for

4

RCOE
~'bit~
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I. 11

F·-~I-Yarl999-2000 ....-SW·...•_ ..~:- _n.......to·--,.· . . .. ..t _...1.~J_; 'D.-. .,'- . ""~"""~-"!l"I'.- ._1ID.~ .CIIIU.lUV.....oan

47J bY.Aprit.~ 199.9. As.~:itwas impoaUblo.fota(X)BIdd'~towlue tbfl

eq~.atibefta1toftbelboihs·year'J1ilJ 1.. l'9.9.9).cuJdItiUCOQlplywlthtbeSW'l

~"'nhc~1le:fiJiJDIld_'mc,F0JQl471lJo1UedbyApril ~ ~.

SecondJy~l1 js"inbe:n:UIy·UDfiiirto ".1'CCOYCl')' from ~pectnmLfQl' ~'in~

~~f1ho valUation~~ aoprosra.aa (Ulem'fCCpi4acc~thiI~

.WSIe.d Jilthe·timeb'U'aDIlaCii.ODoccumd. In fact,..tbo SliD11Citbm';aDJK)uQcect_a1cDO,~

guiliance hDl.fheFCC on ttais·isaucUDtilth~1mt ~'.Ef'.2003·- ,tour~ dertbc

traIIlsac.Cion.

ThiRI1y~ althoughthc,,~ qpraisaJ SpectlI#Jl]7rolddcd.diii NaluotheequipmClDt

tn thc.amo1Uds1adicided 'in theDllbmaed FQDddtecov.eryLetter.Jhis~ianouDorf:

authoritati.w than·S~fa:oP1DioDbeca\lSC S~ hal1irat_aboWlqc'ofthc,acmal

;pieces'Qfequipmea~~~questiQll,. Further,·tbe~51IlilhslSnili8blc thU.~·J>QPiniOD.

1JIethMitrccaiwdthe equipmcut bCQU8C.'appmiqHs ~~mtonnatiQI1·th8tis·almost

folD' yws old.

LastI)'~ ifftmdswere,.lDbct.~ disboned!8li aftSdlt;offbe use Ofi\Ul.ihcomlct

·yaluation_.lthca~ 1CDleClyis:totequR RCOBto plIy:SJ'CCUUIDtheconapondiJIg

non..di$CODllfedportion:becauac,1bisu·Vlhatwouldhave·bc:eDrequiRdatthCl1imeoftransalrtion

lWl.1MJ*desknown theilOrrect valuationdBtc. AltematimY~ithc SWmould seek full

recovery1i'omthc IY'PllcaDt Idonc iJetau,scJel;oV~ from ·Spcdtnm·wiU ·rawt:in,ltCOSbavina

paid kasthanibnqujred matdling POrtioD -a c[earruloviolatiop aDiI,1I1 ab_of1hc £.iRate

'I

5
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Thc\&.Rate~~'feClUlre1he~~e4.~~tO·:eQkIr;hltou·

.aareemembcfurow,Ponn471 :1sfiJed. 'Thi.·~.~OJtalJli_tbc'lfPe_

GQUDt ~f.~d.flraIi:M·to,lJc·paidfor1bi= ,oods:an(l.st:rW:cs~ CoJIKiqUCDdy.,.y

agreetnem_~ales'tb&:trade4n,of:equipmtilthilicuotu:ash~lit1ISt_,an.a

'ValuelQ:the~.the1Qne'Of.~foimJidQn·-l1dl.a1at«:a..~,thc

~IWillhaYc.~'Wayof~tho·~pri.ce1nSho~_thcn!.tid;lty,~~

~wqUldbe;lndouDt.For4iis~~ahe~lde\tl1DaliQlul.~_llo

July l., 1999;or,:alFJnati\'d.1,·thedatcS~~lqJc1lS~,l)r1bc,~

FilrthcnnO~ the SLD'sl'imdiaa'Year1999..WlDtiqQltemcntthllutae~t·tmclru

~witb!tbc~co:proviclar 8Ilil file 'Form 411 byApril'. 1m·DUldcit~olcb

RCOSad S~1Ovaluc1hc~at1hc~oftbcmadiDtl_:{;July1, 199.9).•

JliUcoqtlywiththe~tbaUhe~tbeiDnHdW·1he;FonD'4't1be.tUedby

April 6" 1999.1bUJleemeiJt.~ ReGRindSpc:c'InID·~ydcDDea:iheJype.aac1

JmO~,ofco~ideadionRCOE~·~1o.~tlY·lIDd,.1l1mcf~:~t(J.a.ssl,gn4va1ue,to1he

·tredc.:la·.equipmc:mt. It-ihc.pdes~~_l:thc:.3iatt(J1the$DdiJJa-yaJ(July l),~-value

the-~-RCOE lVOII1dhlvc.lJldlhc~_l9r:ti1ingil1Form471.

-Afmt~fiilly(:()b5i:dcting thctype, fImOUDtIli1d c:oaditiQn·~f1betlquipment bdd bytllc

ROOE col1B<Jrtium,.Spe¢trumdeveJgpcd.,pnJposa! that:wouJdilDltblelbeCllMOltium JDtm\)er,l

'tamed tbcirteelmology planObjc:di\lt$ wbUe, at theumetime,.-avoid•.whJil.ut1ily. RCOE

~Viewedtbisl)toJlQIII1 __found it to -be me mostcDBt-t:ffC'Ciivc: ro~toilsForm 410.

aowev~, bd:ote~iagco hire :Spectrum. RCOE 'lIIJdJotilS'wssortiummembe.rswacreqUired

•,U.J~ (@ -rt UW -~: fl'
. ;. DEn 022003 U,
: I ..

:ROOE
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toobtaiaboatd~ ~the p~coDtnctwi~:SpCc'Crum. It"WOlild haYo~hupolllibic

forRCOEaaJtsmeniberdis.tritta·fOfaave.Qlrt.m~cfb.oard~;wit1loutfint<""'biaaiD

detail_Jl~~'~'Iha~~udiqlbulDCl_of1lUh~ottbe~

CcmslllqUCD1l;y.j ,thejJlll'WlshIId Iovaluc1hD equlpmflDi:attho-timcihcy~ ..~

B. 11'JS1!NFlJRTOuEKllEt:o'\'EIti'EOR11JlSMAT1'£&IIICAVIIKindlLE"
GJnD~B(;AODlG'1'tiD~IK·V;.U»Al'IOJiIS"QI$1'ZO~AT'l1lI::~

T1m.4Il1'JI5&1'ft'1~alulfto1U.A~O"'>OftlIlLY1.1999.

~ is;iDhm:zI11y-uu&i.rw·Kck~nom'SjJCICtJdm for _locorUCt..mnti~.o(

tile nlaalioD_;becausc~ptOp;IdIlnJ1c-ol'~~.orl'pu.susuuxisaeclat-thotimc1be

~ oc(:lll'l'ed. As~by'a'Mlreh3.2003=.ailjjom BdF~ofthc:Sw to

JphnPrtee. 0F01)f\Spcc:frUm. hel1berSpcc:tram nor1M..SLD learned ofaypdaDco<lmtbls

wmrWdilfDiU'years iaftcrROO£:edSpcCttUD1·reaehed4b1r4~ ·At.Dme1tCOBad

SjJCCtn:lmma:chcdthair~~,()f:tbe~U':~IIUft'OwXIiDg"'ia~Jipmont

~dfbeiasuea1)rt»·orlg'iuJ·~offilllasfor,tht«qlilprneDl 'lUlditl!fBir:madcetv.'jn

ieaeral. SJl"ifiailly, the ndcs Jequim1 equipaaent to bo~m.:itstairtnabt'~'aJId

,prGluDiWd,a1tIdHDOf:equipinmt·that·WIls pun:hascd with£..Rate~.Thi:·Nlcla wen: sUcnt,

bOwowr, OIl·wbicb-date tbe18lr marketvali1e sbmi1clbc asaeSlCii.

'Thcguicfaa(:e prorided >In·thoMarcll3,2003mmil figm EdP'-MD~,anew

po1icyofwbic1u1Ci1hcr kCOE,'Sp~northcSW 'Wd!C awarc.lfibccntity·dwacdwith

.administcrioalhepIOgl'Smturd preventing waite, f:awhmd abusc'ClidllOt ilDlicipate;tbollce4 for

~'Oft thls ls&uc wboD·jtaJOttmpmtcd-allowiD,v:~ nincrtaiDly unfair to-c:xpcet the

sppl.4:.n..... 'the ICrtiiceprovider tohav.c .doaeso. 'BetWoon!heSLD. RCOItend.~ ,the

SID should b@r1beJilk'oftbci:onsequences of:aJ1C'WpOlicyaiDeclt. 'has·the exelumo

I
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8

, ;~v~,~:"_lr~:~:-~'~'~~~~~,~'~'IDd,~ffiIa.

\¥ithal1,~fi~.~·~~~b:~:~~~~

g~~~be~i.i:~~;~~'Y'ifthill~·~~~ ,~.~ .
~~.~.'it~~'bem~~~;~·"".~.

Jo,"'jijy_DtlJecthanthe~..;~.~.~tJzi,;i;"pUticubaiy~ii1:

:the·B'b9ClDce.IlS'~:oreSLD.·"QrFCC,IUi~:ODwb'kib·datou tbe·• .Pro.PrfatC;for
eqUipmcul~ ~,.:RCO:B8IJd·S~'i'1IJ:~zecomtlWno

t1ea8Ol$blyUiUlde1he..uipmCllit-shOUld. VIlued Itlht1taf.'t·1Jae~is formed.

~~:U.$AC';f.no1eotpreveutiDa wate.hw;lCSlt,ibasc in tbepqr_is .,..ty,
~if~Jnl)D~~~for~msso¥blyin.~l)bclear

ruiom'~on'm iuiJc.:USAC JhAlikleQco1lJilleputl.cipI.atS tout~1y1lD(linjOOd

·faith"lVbenever;1bemlca'8te:ail.t00a~,~T;O;do'~,iato'tllCOlII*lc WMte.

~aDd~

c. nmAC11JA,LFAIR.MAIQCI;T"V.ALUBOF'l'QJ'MD~~OllJ4m.Y·.,
t999.,W~ffornu:..AMO.m« INDICAl'GlNm....P.JW'.U.L, 8U'J'.M1lmR1lQ:
J.MOWn';~UItif..¢mAl£y»~UTn1JL

'I'h.n,ppniilld:WhiCh.VJIlUes;tbc :f:qIIipm_atSl;31i.lS9·8SlOfJul.y .... 1!J9i9. ·i$11Ot:D1mtl

.authodtatiYe1banSpoetnJili',J~ of''Ibc'~ui!l. UJdib:the.~who£OlDpUe4 the

.;IC}XJrt.s.pcx:trum,{n~'a:tua1lYilO14andbJ,staUcd1he.tpeDiBc,plcces·ofecpQpmcm.;~.{ii)

:wu bowJedgabJe(ebout:the:~:in'wbicb:tJJccquipmel1tW'~~~:mBbrtained.

,(iii) washowledgeabJc .bQutthc~:and:~ ~t:tbe':aflif;fWho hiidbeeIllalizwtbc

eq~;J,nd.{iY-) :~st.iDIp'dlllt1y.1moWicdgcjlbl0 &bout;~ idtWty;lIddoccdSof~

bnyerUfthe,speWic pieCeUf:equipRllllnt ~q~()1). As•.l'e$UltofthIsadditiaDal~wledp

which 1h0000p~'-cd. Spe¢tnUn'.~pinion'OD1hc valucofthcequipmCIIHlt·~is
.'="'--~=:-=~

; )·If ~ .lE rw ~.'~
: : DEC 6'2 'Z.o03 ~

'. ,~

, ~ .
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&dlotthe~;ract. MddoS,POClnmf.bowWp·__S~:1OvI1ut the

'.~IiIM:.h1BblY·tbP":jr8l1¥~·dae:fiIcts~ Jf01'~·ft:ialOnI.·lJMC.~

4cfer:to8pect«m'n_"tI'1l'M'ntoflhc'~.wIue:
ll. ·'~~·M'&U.~ova.ymnll*S&D,.mEAtrAOIaJAn'JIIMUW:l;SPi

*C~&tN'l'llEN~i'QJmONnm.~UQVlUDm

7A1r"'.-"~'l'JlVlLy"nu.UCOYdyftlOM11I&AHI.JCAtR'O.r'I;IB
.~tJSIN~AMOUN1'.

1r~da~m f.ct.'f<l'Joncousl7 ~'.8S.HfII1t ofthOwoot..;~t

ViIkiaIioo~,dlo-w~~edy;i.S.coRqulro'tlJe~1opq:SpOC)tIUm_

·~~sc.ountedportiotl~$s'''~wou1d·haYCbccD~ .. tLc _

ofthe trBIIsac¢onW1hoptticsbowidbc'8P.iHOpriatIJ ~ualiOl1 date. Given.uh_~ Of

bad Jidthby .both.ll(:OR·aad SpoClPVQ,·J¥)~u xrvodby~tht:lKlnih'~of.

lUll JeCOvetyqaiDsI SpecmatD. ~·tbc SLD 3lx7u111,. to·ol;bBn the-rcsult~ihat'\'iOUld

have CK:C\DTcd btId.c:leatTtllcde~ .tbo:~'v8luatiQiD~beea iD""".tbe time·

:tbcputicsreache'd.thcir~1ibao_ thoSLD lbouId·requil'e·1lCOlhopySpeetruan

·man:biD.afiuJ& thist'ucapprop_for tIIc amoWlt ofS.Rato fimds .adtuaQy<UlbunJed.

:Furthettnote.S~.did~IiOll'CCClive USAC3&.l~ond'tl:1cJSQ1OuoUhai

aWE iailed10 pay for.1he~11~ unlilSpoc:tnJ&Dreceivedtbo·~ Fuads

Rcx;ovCry Lcm:r.date4 OCtobcr.'3,.200J. Spcdtwi1:bu~ ReOEtbI!·au.eMd ·invOice for the

.~ matChlns funds. b1 theevllZlt USAC detcrm1ttes funds wen:~usly disburllcd,

acon Sho.Uld imnJ~iaUi17 ~ .P-nCl 'opportunity 1o:p8)"1he invoicc.iomS~tnlm.

AJtcnWiveJy. ifUSAC .deD:iesRCOB .the opportuDityto pay for the rem:ainJDg Don­

di3COumcd~. VSAc.mould_lh.:eDtire·~ 6o:m RCOE~~'feCOVeiYfrom

: :n; m.,~ ~. DWl IE:.~
. DEC 0 2 ZflO3 ~,
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~~ ..~~l.~.~~lt1a~.~~~~~~ ..~_~~~.tUlc
·~__au.'Of.iJIoc:EaattpiOp_ BCOB"ecbJhjhtw~tot'~dait

~·~~·~~P1.fidI.~i~.~~tq..
wbi.:b·itiuctuIllY eMit1ccl. 'It'ibeSIJ)teeoYeq.dU~ft1ndI:flOQi~S~ wiJ1

haYo~~;.u of1bolCrvI~itww ,j~ptcd;to)~ bm~pootnb -nr.~-oAlY'&

.J*";iOD«1IM:prit.lc:~.le..uy~t'e~y "iQr·tbo.-c~ ·n.ta·~le;d '

uotaIr'~~·~lno·:t&e~,ortbcp,roamhL

tv• .coNCLV$lQl'l

Bascc1-.·t!Ie·fOR',oq. USAC aboWdiuJrnecJiatmyjll:V..&~·tb,u~

fimds ,wore~l)',di.~~to1lCOElOrtbndiJla yms' 1999-02000.

Rcspecd.Wl.y:-.abmitted,

~:COMMUMCA-'JIIONS
CAiWNQQRVlCII$,INC•.f)/iJlA:/
:SlECl1W'MCOMMtiMCAftONS

..\t2.~, ':.. .' .. '
By: -.....-J .

·PiclrreF..P~

its: '~CotQcl

0ate:'~~2003

; O:rn ;(~ :~ ~ W·
DEC D2 :ZOO!

··By d

AtW;b'DStt'.m
:SLD'wcblli~ ~"aaraq&adlineforFonn 411 bfmldlnay.-l999~.2000
~mxnEdl='a1kowitz.detodMarcih 17•.2003
IoyoiQe.fiUmSpcarumlo~COBdated ;J)lx:eDJber~~003
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BEST B£ST '&KRI£G~RUP

.. -eAU"QR'Il'A UMrtt.D U,Ur'U'l"t ,PAR:rJII9tsHIP 1Nl:WDI..q ·PROir.DSlO!lAL q,fJMirATlott!l
lND'AN ~LLS .LA~s .

·(7..,qt 5ea'"2:e~ I 37SP 'CJt,IiVE~,,~

--- POSToF1l<:£80X i:OZ~ .•
O.HT...-m~ '1WflRSU)£' .cAui'o'RH'A .O~"~2·f.02a

.(goDI g.el>~;e4 '~.oo&&-l,,"9 ;

~goDI·08&-3083 ;FAll(

B6l<l.AW~M

SAN:Q\E(Jl:)

Ult:tll ·!5Z-e;-1.3o.b

'OI!ANOE~UN1Y

:~Q)c2~g:8'2

'S!'\O-..t~l't'rO

:.g,)'O) 32"15~0b0

Letter ofAppeal
S'ehools and Ubnuies.DMsion
:Box US •.Correspondence Unit
gO South J.etIe:nron ·Road
Wbippany. NT-07981

;Re: Billed Entity~Name: }tiv.eIJ'ide'Oounty.Q.ftJoo pfEJIuc.aiion
BilledEnlityNumber: 143743 1
E..iRa,te Funding Year 1999-2000; 'FOC:Fopn 41.1 App!ioation Number: ~48369

8'000011; uti Libraries'DiviSipn~ett¢ ,d:ateii; October 3. 'Z003

Dear School ,andLibraries Di'YiSion:

.: .The Jawfinil~ B~st, 'BeRt &. ~eg~rIU r~esents the Ri¥e~deCounty~mc.e of
'Education {"RCOB''} 'IIl·tliis matter ,and -lS fifuI;g this letller tlf appeal mt lts llelutlf. This <&pp.ea1
'concerns1'he 1«tet :Sent -to RCOE on.October J, '2001. fiinn theUmv~aJSerVioe MmUiistrative
Ct}nw~ <,,-USACj, Scllo01s!lllld ;tibraries Division r-~"). l The SLD.Jetter~tes~ SLD
determined that :fuD.ds'werediSbursedin.er.ror. Thej~~~ that llCOE did not pay :a :p.ortian
:of the wllCOlu:lted.charges for whiCh ·jt wasr~nsible, ana'demands r~Jnbur,seJnent ~raportionof
..L.· 'd t S f"_'" c..hl;..... ~. T__ ""Sp '00) th •:Ule .moneys 'pal .o. ~.peot1Um'wmttlurueatlOns' ......~ .aet':VWCS, .'Ul¥.' '\.' .:ectr:u.Ul. • e serY1ee
providerfor·theo)n~ jn:questmn.SLD'sdecisionis'buedooitsppsitionthat-trade-<inequipxncnt
was over-v.a1u~d. 'm.P~becauseSLDutili7.es.'a1atertrade;.indate·thanthat used ~bySpeetrUmvihen
it v.alued theeq~tpment. The SLD .decision .delWlilds tber:q1ayment ofS7'()7,521.~4which 'was
allegedly ·etTGDeous]Y disbur.sed 'for the benefit;()f16 individual~hoo1<districts. A true~d :correct
copy -of the letter ·.decision from which RCOE ,appeals is attached iheretoas ,Exhibit ."A.n RCOE
~ -on thegrD~ that any.moneys round ,due and owiDg to USAC, SLD ':should be recovered

. :ttQmSpectr:wn, :not RCOE.

RCOE is filing this~'beeatl$e $LDsent:a.·CQpy.of its ,deci.sionletter toRCOE~ :$1dthat
·~etterdid ;notidentilY1hep~from which SLD was:pcQpD:sing to .recoverthe ..aneged1y wr.ongfiilly
disbursoo funds. The Ietter'does notdeinandreimbucsement .fi'mn RCOEor -offer any :authority

I RCOE is informed and 'beIiev.es :that this :sametetter:and request ;li:omthe SID'was 'also
'SlIDt t'O 'Spectrwn .CoDllllWlications 'Cabling Services, Ute. 'becaese Spectrum'was the Service
Provider for RCOB:and n:celved direct payme1it:&om the USAC, 8m.fortlle fundiuB yeaut
issue.

RCOE
EXhibitD
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·v..W 'OFl'lC£S;OF"

.BEST BEST & KRtEG~ • itP

Letter 'Of Appeal .,
:Schools and Libwies DiviSion
December 2, 200'3
P~8e2

sup~rting .~ atteqrt to r.ec<W~r 'anyportion ,ofthe a1J~edIy elmDeoosly diSbursed &rWs &tun
RCoaRCQErequeststha~·the SLD~tbatitjs tlotseeking·anynmnoorsem.entft-om ·Rcas.

'.
The per-son who can·most.readily diseu9stis app¢al with theSID is;

.JOhnE. Br:o.'Wt!.
Attomey for Rivetsid~ COlJDly-omce(}'f~\Ieation

BestBest·&:Krieger LLP
3750 UniYeCsity .Av.enue. -Suite 4!)@

River.si~CA 92501
Phone: (909) -686-.J·4'5.0
F:a~~ (9D9).6.86·~83

'.E-inail.: .mI!tow@bbklaw,com

FadUlllackgnnmd

RCOE!is 01!- s.ervice a,gency~chpJ1)vides ~PPOnl for 23 ;scbol,(fistricts\within
RiYertiide 'County. A,s;sucb, ;RCOE:may:s.erveltSan~geirtfor.;S()hoo't ·distlictsin~:f.ederal

.and state·~. ;

. In Jate 1999, RCOEfiled ill :Federal ColJJmUJ1i¥ons 'OPlIliDissio!l \F~) Form 410
a.pplicatiQn with USAC as 1l'CODlIortium, enibe'balf(:)fits ·s¢hOol~~ for E~'l'8te Year 2fW1aiBg.
l"h~'Jisca'l )'earfui"~~ RCOE ~tiUn~ingbythat ~~0frwas 1999.2000.~R.-COE·1)
F.CC Form 410 application was ,appro\1ed,it was posted IOnthelnteme't 'u required by 47 ·C.F.R.
-section :54.504.

RCOE .'Selected Spectt:umfromtbe lnterested 'vet1dom 10 be the .service :pr.ollicler f-or the
:coUBty'SChoo1d.iatricli. lbe,deci$an:.toselectSp:ecbum'.wasbased.,-iilpart,:OD the'filet that·Specttum
;had'Woiked'With'inUIy~f:th~ 'SChool dism.cts;Qpart :ofthe coUIitY~$ '"Riverfink ~()ject.:>Q. B'IUJed.OD
its woik in 1998c;nthelUver1inkPrOi~ in-wbiOhS;pectJUm S!.lpplied .eqUipmentto 'SCbofll diStricts,
'Spectrum knew ofth,,~g·equipment.andtechnology'needs ofmany:ofihe'SChooldistriet.s_ the
-decisionto selectS~ also was'based, inPart. :on'i~ mctthat $peotnnn'had ~erionce·lIS an
E-.rate.~ce proVid(:l'. 'Based -Gn fh;lt -experien~ Sp~counBded ,RCOE Jlnd thco: 5Cb.OO1
:Qistrictsthatthe,~s.trietscouldtrade-.in,'8J1dSpectnlln woa1d'aooept,~gequipm~ffor~th~new
,~meol

It The ReOE 'S~perintendent·s.goal .ofthe RiVerlirik.l».roject was -to get ,8 majority of
Riv~sideCounty-sehool classrooms connected to the fl1temet.

3 Any -equipmenttraded~in w..asnot p.utchased with 'Universal Service Funds{i.~ •.:non.,E.
tat-e fundedequipmetrt:).

RCOE
E~libit'D
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··~'~.,or
·8l1;ST at$! ~ mEG. '•.~

~~~.,~Z~2003 ..
P48~3 ,

'",

..•..

.',

, ~~- . --
~~ 11te' '. "~.iii '~., Fo.m~ ,d", "~s

h:=:~~~~~=~~~~~~t~~~~~''f<~F""-~I:' !l"~.".-s'- - ~ ~,~~.,tl1ft'~-PM~..~Q~BY---
toSP~ so thatS,eetI'tn1i~4~~~the,~; ~'ll";, .' ,

OJaQr~~ l ..,_..R~~\1~~~~iCi1~~_, it~

~;~~~::,~~z:::==w:==~~,
'.w',4 of&et~o1o.BY iiJ!l~ WliUe th¢ .otb.er 6mi'WOU!d be,aJddh:"~ tbe~
sexW:eprov.i<hr-sj~-byUSAC. '

. ,

. S'1XteetI'OfRCOE~s sehPohlistticts too1c"&aI]'·'Of~$s ;0'"$o.cr. triJite..in
-eqaijp~t value to ltnec.t sotne«aD;of" 33%iQl,l~c'h .~.'0Ji. 'TbosD 16~~:are

. 'nbw·the~~SW'$~fo.r~tJf:ant8 . ~~s1yii~~. t'he!6
sch'QOl1JiSttiCts:arcas .UOM: (1) A1wr,d lUaifiB:d ". ' ,o]~; {Z} 'BamDng Unm.e.4 :&b:om
nistriet (3) ,CoroiUtlNwoo~ca SChoo1])i~; (4) " ~ &nd.$~ $.:01'D~'($)
1t=c:tUDitied~U)lsttk!t; (l5)IH,fUpaUoified'~;J.istriCt; (7)LakeB'1siu~reU1'JiIids.etmri1
Distriet;(;8) Mdee Unified School Usttiet. (<9) Morepo Vldley~ :Swaol:0i8:trmt; :(1(})
Mumma V.allJsyUliiliedSChe.oJDis.trict;(tllPalm$p~ UniWJ~cbool~ (12)i'.atoV.de
lfmtied .$cl1oo1 DlBttic.t; (i3}~;S;clwn] Dl~ (14faMlolPd &hoolDislrict;{U):r~
VilleyUnifil:d 'SChoolDtmot,and(t6) v.. Verde Unitief! &buplDislriot.'4 A1lDtbtr;districtS:that

. participated m'Year'2 ,did$t'tmae.,io~meiit1nIt ji1SkBdmade,a~payment for1heic3~4
match UiIOuntlGS~. .''

.i\tthcugbfbe.PJicaJiou~filedbyR.C($.__bM1PJ}1;disf;rict'WB5indiriduaU.Yt.espOD.sib1e
for-ntana8ement 0fthe1bDdUm·amt.p$pam;~~<m·witb _di$tdc.t~ls. liaoh B¢hoo1
distUctdea1t,dir~,withS~l~'id~its~lo8Yueecb_toiden1ilY,eqUipi:Deat to be
tta&d in ,Eadl cSCh~1 distrid Jep.arately neg()~ the(~m~al~ based in '..:,arton
:s.~tt1':se~e,an4knoWledsein ihe teehndlogy'iJJdustIy,aad propos«'l~~.
Ea.cb;s:cbo,oh!iSttiot'SqlU)llt~'y:issued jlt1l!dlase(()rdersto'S~ usingCidifun'iia-'sMUlf4p1o.Award
S¢b~ti1teCMAS"),contmctiqgpfPcet1ure-,toobtliin:the~ces and~mtwtima:tely or~ereU.

'Giv~ thevery:Shllrttimc.fraRle-a~leio-p.:mceed 'Witb·theproje.ct~rlhe~l;~ RCOE
mil! thestibooldistri:$ bad to:telyonSpe.cttwn·~~cn-ellOeitnp1epteot.in:gthe,district''S·t«:iulatttgy
goals, awarenes8of-the 4istrictfi'~ ,exis:ting itec1mology. 'mowWge of1he tail"'~ v.a1ue of tmlt

,~ RCOE 'WU infonued that'Ca.toQBlNo~Unified SChoQlnistriet,and;JuwpaUmtied
:S<:hoot District wouldbothtrildeiD ~Id~pment bdll18kell~paYlIu~Jittomeet ,their :33%
,match :amounts.

-3 -
,aCOB
'&bibitD
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LAW OFF.lCE$ OF

'B~ .EU::ST·&KRrEG ..LLp

Letter M.Appeal .
Schools and Llbl';Uies Division
D.ecember 2., 2003
P~~4

. .

t~._~:o£district:l1eedllre$8(diQgiUpgnldes. :RCOE~·onthe.v$uesthat·wer.e ..
proVid.ed·lly;S~.lUld ~~ to bY th:e~l1~l ~w1th tespet.tto both':the~~in vfilue
and the;SQQpe tii'd coSt'Gfeacli·~~ tedlmo~aYiimtauidion. .

In .l,)t at~und Oe.tober '2001, USA'C 'engaged .ArtbuJr And:e.r~ to .conduct an ~dit '9f·the
ltCOE application.. The'~ W3$ undettak~Witb·the·assi$ulceofRC~, the:sehooJdistri.cts and
Sp.ectrum.. Asa-resultofthe.audit.~Anderscw.-qPes.uo$ed·tlretrade-in v.alueplaced.on1he.used
-eqwpment ~then;OOtmnissioned$·ind.epimdetit'''P1Praisal,oftbe1tade..,in:equipm.eDt. 'Based
QJ1 the AJtthur Ander-sen·audit and U$U1BJuly l~ 1999 appralsal :v.alues 1f01Illhe.'S:pectn:un appraisal.
r~port, ;aD '.or ·about OctOber '.3.. 10ln 'USAC sent ':bothRCOE :~ 'Spectnun a lett~ ;requeM1Ag
"Recovery ·ofErt0.ttooualyDisDursed Fimd$'"to .both ·parUeliI forthe 'attlolUrt 'of$107,521,34.

'The OcrobeO,200J.letterfromihcSLDalJeges'tbat theUnivex;salS~F~~dingprovided
-to·,the 16.districtslisted~~was''''erioneouSlydisbur-sedJJ .andprovides the following explanation
to eaCh dmtrict:

~~.utsedFunds.R-eeo~Thqjlaaatiou: After a·detilled·reView (if
docomentation,~n8lothisfimd"tng r.~t '~e SID hllS found
thatarecovety'-of-emmeo.lJSlydisbJJCSed:lUn& in1heam.ountnffdoUar
ainount .d:iffi,rs for :c:cwh -districtl isrequ:ited. A ,bendieituyaudit
discovered that ·the 'serv.i~ 'proVider :accepted ttade4D for .thenon­
dkcotmted share :of'Services provided. This js perniitted uniler the
nilesofthe S:o'hod1sandLibmriesJ)ivision~port"MeChanism.as the
~ equipment was'.n-at purohased with Universal $ervice Funds­
The -valuation of the trad~in ~ui,pmerit rmmt b~ b~ :on the fair
lfiarket 'v.alue ·tif ,th~ eqUipment. .Furthermore, ·:the valuation .d1tte .
should :be the da:te that .serVioe provider t-oo'k possession of the
·equ'ipinen~butnot,earlierthanthebeginning.oftbefuit~year.the
.seMceproOviderhas:pr,,>Wdedanind~pendent:appraisal ofthetrade-.in
\equipment~ :the JIiIy 1. 1999'~ue indicated .in that appraisal,
it was :detern:Un~ that ··the trade~in va:hte was only {unuar amount
:differs for each districtl, -which :is {dO:1lar amount ·differs for eaCh
.distri~j les·s.than the :non-.discounted ~shat-e 'Of [dollar'amount differs
for each district] that the -applicant was -obligated to pay.. ,Since the
;&-pplicant-didnot"cover fdollar·atnountdUfer.s fbreach district] nfJheir
portion ·of the charges. the ·corresponding portion of these~bar:ges
paid ~y :SLD nmstberecovered. Attbe ,67 'per~trate .of this
request,·that translates tOldoUararnount differs:.for·eachdistrictl As
a :result t1:Jjs.aino.W1t .:@£ IdaDar ·atnount ·differs fOT ~Ch -distiict]
d~temiined 10 'have been erTo.neouslydiSbursed and :1l1USt ;now be
.recovered.~
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~t:5T ·a£~T & KRIE$· ; .::.t.fi

GrOuqib forAPlleal

i. 3~ Is Res@Mib1e fur ·ihe.~ent..of~l.~P!l4~ FO@d.tp Be
.ElTOn~ .j)jSbursed

In FCC'Order No. 99-291;' theFCC dkeoted USAC'to :a4ju$t iUndin,g commitinent:smade
'to.schoolsandbbqui:esyihereUisburse):nent()ffu:nd$~With~~~$:$ittnent$'Vi,otitql'ttsult
Ui"'Violat101l$tBf.a:fedegllltaiute. TheFCC~~ itwOlJid ~k;payinelrt noPJ~ce p.t'\}'Yider$
·rather:tban5:ehoolsaldJibr:ariesbeea~. unlikescho.cilsandibraries·.that:receiv~disco1Ult-edseMces.
)IcrYice providers ,actually recew.e disbursements .offuncJs mn.n the universal service support
.tneGhanism.(FCC Or4erNo.99";2.91,1J!t)

In the instant action. although the :SID bas not cGlainled dtat .the .allegedly erroneous
diSbtnseinent :offunds .is,a'virilati!lO QfJ.. federal iStattlte,1b.e·principresattiGulated ;io l'CC Order No.
'99~291,'Shbuld apply. ~·~'experiencedt~h:no.l(}gy:seMce~.der. S,peotrum~siSted the-districts
'in. detenriiniqg wltat te.Chn(;ilt!gy·was requited, proVided:pn~ .for'that ·technology ·as:. ·CMAS
vendo.r, and :provided what it represented to bene fair :market wlue .Qfali.tmde-iin~equipment.:6T.he
"districtSif.elied'On .SIJ,e(;trUIn'scsuper'ior kiloWWge,$)(j'r.~()ilS uto:the value ofthettade.Jil
~pD).ent'When·theY1na@theinilti~deci$ionsasto·.t~«l.enttop'UCGhaseandwhen
·1h'eydeterminedtbeadditionaI.ibnd1n,g,if'any.thatwas'neoessarY"W$etur.etJ:iat:equipnmnt. 'Similaity,
RCOE -relied on tbe mronnationpfo\'idedbySpectrum in'pr.ep~ the application·on beb8lfofthe
schoOl-districtsand.:repr:esen:tingt'hatthelSchootdistritrtshad s¢cur.edacce8St9i&l1resour«s'Dec~
'to pay the iliscountedchaiges for-eligible services.

To the extent thatSLO establishes that thetr.ade-!iiJ.v:a1ues were ,overstat~q. Sp~rtun 'WaS
·tlle.partywith:superiorknQWleQgeasto:the;appr.O,p~faittnarke.tvaIllefQrthe':etIJ1ipment.Further.

"b:ased ;.on Speet;iunJ.·s assertion .ofex;perie.~and ~r:tise as $l'B-rate ~fun.ding :serVice provider•
.RCOEand the ;distriCts t:-eIiedon:Spectrum. to 'haYeknoWleqg.eoftheapptopOate.lride-inv.a1uatien

5 A ttue:and correct coP5'ofFCCOrderNo. 99-291.is.3ttached hereto.a5 Exhibit"B."

,6 A3 between Spectrumand theschool-districts. RCOE asserts itlurt 'Spectrum is
~colttta<:ma:lJy ;oound by the .tradem;yaluethe .partie$ .eed~pon;and .may·not t.eco~er :additional
funds from the districts. '

-5-
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et':sr B:E~ & ~'~G .g

Le~'ot~~a1.. .•
~()Ql~<~~ibratiesDjY1SfOn
~2,1.003

'Page'6
.."

2. htiisY~:SchQolDi$ietMd$m1aic_11hjfi!Jl§'gh'N1Dj!tristJ)idNirt
riwtidiWittm H-I.1te!W2 . .,

. -Peiris V1li~n HJsb.So~ Di$lri(lt ("Penis Uni~HsD") :ud S1tiIlaamlO thillie4 S.ChooI
District {"San Jacinto USO") wer~ 'both included in 'the '&'COl!. FCC Fo.im 411'~
applicationj,hQw.~ver~tw0distrietscll"Ose;n0tto;p.mc~are:·.theR.COEaw1ieatioi1W:Hen
filed·and.approv.ed.1 aCOEisjnfbuD~;tbatPepis'U~nlI$Oand $anJac.intoUSD didBot;r,~iv.e

'jUI)' new equipment, .and did~t trade-in any ~Jlipment to Speetnim, l{oWC\ier, it~ that
Specttiumsabniitted'invoices to 'SiD:pn oehtllfof-t.h* 'dimets bec8use:both~:ate.$cluded
in1beSLOTequestforrecoverybferroneouslydiSbul'seiUimds.. Topthe·.wentthat'~~~Gt
daourneDt that it~ provided the equipQl(mt10-Perris "UnionBSD 'or <San 1aoittt~ usn, SLD
should direct allY request for tetovety ;c0nceniing these two districts to ~ectf.Um.

). Palm SpringsUnified $!yhogl.Didtoo Did NotUtiljt.e AU pfthe FuMing it
!tgut;sted

Palin Springs Unified SchooJDistrict r<p·a1m. Spiing.sUSDj also was incl~dedan theRCOE
FCC Fonn 411consortiijQl ~p1itatiotf, Put ;it did not utilize ·ail <ifithe timdin8 itreqD~.in tire
application. RCOEisi~ that Spectrum,subn;iitted invokes toSLDon;bWaJf'ofPaIm Spring
USD :f~:the'MI ,amountr~ueSted.To the -extent thatSpettnun .castrot do.ciument that-it.ilctuaUy
prov.idedth~~fulI amowtt-.ofequiplllent to PalmSpringslJSO, RCOE·ooncurs'that sm sh-ouiddirect
any 'request for recoVery ()f theaces! claimed«lnoemiltg thatdi:strict1P.Spectrwn.

1II
fJ!

7 F:bridentification P\U'P0.8eS, Perris UnionHSIJ'-s Fundin,g Re~ql.test Number is :29.937j
{.approved andlundedfur$8~.146)imd ScuiJacirtt~ USD'$ Funding Req~estNumber is 299359
(;appr~vedandfunded lor,:$15,7.28).

,I 'RCOE'pr.avided'thisW(jrmation to Arthur Antle.f$01l wh-enJt -audited theRCOE
consortium lj;ppllcation.

.\1 ;For.identificatioilpurposes, ,Palm 'Sprlit$usn';s 'Funding Request Number:is 2993"5:5
(~ppr.oYed and funded for:S113;492.15.)

-6-
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BEST BEST :&, KRtE'Gl

:Lett~ DfAppeal
:SChools ,attdLibranes'Division
December 2, 2003
Pagel

Concluion ••

. .

Based on theforegoing, llCOErespectfWly tequestll that1ke SID reconSider or claritY its
deci,sipn ed eJqjressly oonfirm·that 'it i5 .not !Seeking ·.recovery of some ~r all of 'the <allegedly
:erroneously,disburs.ed funds :from RCOE or the !SChaul districts.

.Ifyouroffice bas 'BJly-.qUestiOl1S regarding this ,matt¢t:, pJtase:do :not hesitate to :COntact 'aUf
office ·at (909) ti'86-145b or via '¢-mail at <JEatown@bbkJaw-com>. Thank Ybu for your
consider-attan in this.matter.

DATED: December 'Z, .2003

~ rm~
. .

: ~ ...; . .,. ..~.

Ily:~~ .--l .•.•~
Rina M. Gonzales
Attorneys forlUverside County Office:ofEducatic.m

-7-
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i Universal Service Administrative Company

Schools & Libraries Division

Administrator's Decision on Appeal- Funding Year 1999-2000

July ~,2004

Pierre F. Pendergrass
Spectmm Communications Cabling Services. lne.
226 North Lincoln Avenue
Corona, CA 92882

Re: R 0 P Riverside County

RECEIVED &INSP~CTED

APR 2 'I 2005

FCC - MAILROOM

Re: Billed Entity Number:
471 Application Number:
Funding Request Nwnber(s):

143743
148309
299355,299356,299359.299361,299363,
299365,299367,299368.299370,299371,
299372,299373,299376.299377,299~78,

299379,299381,299382

Your Correspondence Dated: December 2, 2003

After thorough review and investigation ofall relevant facts, the Schools"and Libraries Division
("SLD") of the Universal Service Administrative Company ("USAC") has made its decision
concerning your appeal ofSill's Funding Year 1999 Recovery ofErroneously Disbursed Funds
(REDF) Decision for the application number indicated above. This lettef explains the basis of
Sill's decision. The date of this letter begins the 60-day period for appealing this decision to the
Fedetal Communications Commission ("FCC''). !fyour letter of appeal included more than one
application number, please note. that for each application an appeal is submitted, a separate letter
is sent. '

Funding Request Number(s):

Decision on Appeal:
Explanation: -

299355,299356,299359,299361,299363,
299365,299367,299368,299370,299371,
299372,299373,299376,299377,299378,
299379,299381,299382

Denied in Full

• You have stated 00 appeal that the Sill determined that the appropriate valuation date for
trade-in equipment is the date the service provider took possession ofthe equipment but
no earlier than the beginning ofthe funding year, in this case July 1, 1999. You also state
that the Sill has relied upon an independent appraisal that Spectrum provided in order to
determine the value of the equipment on July I, 1999. You feel that the SLD

. RCOE
Box] 25 - Correspondence Unit, 80 Soulh Jefferson Road, Whippany, New Jersey 07981 Exhibit G
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·,

determination in this matter is misguided and SLD should cease its attempt to recOver

funds disbursed. You close by stating that it is inherently unfair to seek Iecovery from
Spectnun for an incomet determination of the valuation date because 00 program. rule of
l'CC guidance on this issue existed at the~e the transaction occurred~ In fact, the SLD
neither announced a role nor sought guidance from the FCC on this issue until the fist
quarler·of2003. four years after the~on. You add·that although the independent
appraisal SpectJum provided'did value the equipment in.theamo~ indicated in the
REDF Letter, this appraisal is not more authoritative than Spectrum's opinion because
Spectrum had. first hand' knowledge ofthe actual pieces ofequipment inquestion. .
~wther. the appraiSal is less reliable than Spectrum's opinion at the time it received the
equipment because the appraisal is based upon infonnation that is almost four years old.

• Upon thorough.review of the appeal letter and relevant documentation, we find th:at the
facts support SLD's decision. An. Internal Audit found that.Spectrum Comm.tmi~ations

accepted a trade-in amount for the above funding requestS. 'This is permitted lbJ<;ler
program rulesbe~ the original eq~mentwas not purchased with program fimds.
After the Audit findings. the applicant argued that the calculation ofthe Fair Market
Value (FMV) ofthe equipment should not be based on a 3-year straight-line depreciation
schedUle. and SLI;> accepted this presumption. H0'Yever, the trade-in ;unount was based
on the value of the equipment at the time ofthe contract,\vhich was before the start oithe

. funding year and several months before Spectrum was set to take possession of the
equipment. Spectrum provided an independent appraisal indicating the FMV ofthe
equipment as ofJuly 1, 1999. SLD has accepted this appraisal and determined that the
recovery amounts should be based on the date that Spectrum took possession ofthe
equipment, but no earlier than the first day of the funding year. Although the agreement
was executed in March 1999, you have indicated that the equipment was not transferred
until after the start ofFunding Year 1999. Therefore, it is appropriate for SLD to value
the equipment as ofJuly 1. 1999. In its role as programAdmini~r,USAC must
ensure that there is no waste, fraud and abuse. Consequently, the appeal is denied.

• The FCC has directed USAC <<to adjust funding commitments made to schools and
libraries where disbursement of funds associated with those commitments would result in
violations ofa fedelll1 statute" and to pursue collection o(any disbursements that were
made in violation ofa federal statute. See In. re Changt!$ to the Board ofDirectors ofthe
National Exchange Carrier Association, CC Docket Nos. 97-21. 96-45, FCC 99-291 , 7
(reI. October 8, 1999). The FCC stated that federal law requires the Commission to "seek
repayment oferroneously disbursed funds" where the disbuzsemeots would violate a .
federal statute. Id.. '111 7, 1. The FCC stated that repayment would be sought "from
service providers rather than schools and h"branes because, unlike schools and libraries
that receive discounted services, service providers actullily receive disbursements of
funds from the universal service support mechanism:' Id. ., 9.

Ifyou believe there is a basis for further examination ofyour application, you may file an appeal with
the Federal Communications Commission (FCC). You should refer to CC Docket No. 02-6 on the
first page ofyour appeal to the FCC. Your appeal must be received or postmaxked within. 60 days of
the above date on this letter. Failure to meet this requirement will result in automatic dismissal of

Box J2S - Correspondence Unit, 80 Sooth Jefferson Road Whippany. New Jersey~E
Visil US online at: hllp;//wWW.41.UIIive~service.olJ1 Exhibit G
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your appeal Ifyou are submittingyour appeal viaUnited States Postal Service, send to: FCC, Office
ofthe Secxetary, 445 121h S1reet SW, Washington.DC 20554. Furtherinfonnationand options for
filing an appeal directlywith the FCC can be found in the "AppealsProcedureli posted in the
Keierc:nce Area ofthe SID web site or bycontacting.tlle Client Service BurealL We strongly
recommend that you use the electronic filing opti~.

We thank you for your continued support, patience, and cooperation during the appeal procesS.

Schools and Libraries Division
Universal Setvic~Administrative Company

cc: Mr. Elliott Duchon
It 0 P Riversid.e Co!.!J1ty
3939 Thirteenth Street
Riverside, CA 92502

cc: Rina M. Gonzales
Best Best & Krieger LLP
3750 University Avenue
Post Office Box 1028
Riverside, CA 92502-1028

Box 125 - Correspondence Unit, 80 South JcffeJ&OD Road, Whippany, New Jersey 0198~.cOE
Visit us online at: ht1p:l/WWW.~universalsetvke.org Exhibit G
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'Beforethe
FEDERAL 'COMMUNICATIONS COMMISSION

Wasbington,·D.C.20S'54

:In·the Matter of

Request fot Rev.i4:1W6f'Decision of1he
Universal Servi~,e AdIniniStrator

by

Rivet'Side CQ;Wlty Office ofEdueation
Riverside, California

)
)
)

.>
)
)
)
)
)
)
)

FU~ NO. SLD-t48309

ce D~ket No. '02--6

·FRN·Nos. 299376, 299371., .2993J&,
299379,299381, .'Z993:82, 299355~
-299356,299359.2993.61,29936'3,
1999365~399367,29936.8,29.937,Q.

.199371,299312 and 2~9313

Apri126,2004

.RVPUB\RMG\69214.6.1

DECLARAnONOFRINAM. GQNZALES

John E. Brown, Bar No. 65322
.JackB. Clarke,Jr.. BarNo. 120496
Cathys. Holmes, Bar No. t&8702
RinaM. Gonzales,'Bar No. 225103
BEST BEST,&KRlBGERLLP
3750 .'lh1i-versity Avenue, Suite 40@
'Po O. D:o-x 102'8
Riverside. CA 92502
(951)'686-1450

Attorneys for
Riv.e:rsideC-ounty Office-ofEducation

RCOl!
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DECLARATIONOFUjA M. GONZALES

1. I am a member·of the Odifotnia 'Bat, $l'd,~ an associate at 'the "law firm ofBest

Be'st & Krieger LLP"aUOmeys ·ofl'ecord for ltive.r,side Oounty Oftic¢ of ·Education (''ReOR'').

The matters $/:'-t !-or:thm ·this :declaration are within my first hand mo-wledge.ana. if catledas ;a

witness, I would be-eompetentto so testifY,-

2. On or alxlUt A"Ug1J5t 3, 2004, I ;re.oeived a voicemailmessage k-om Krist:Y CaroB

«202) 2:6J-l6'(3), Associate -Genei'al·Counsel for theUoi~S,eniice Administrative COltlPQllY

('VSAC") ·resp.pnding to ,myptevious 'inquiry regarding whether USAC would be js~g an

Administrator's "Deci~~cal)yacidressingReOE. .t ~ontacted Ms. Carron .afterreviewin.g

the Adnrinistrator'~Decisio.aon Appeal iIated July 1,,2004..Ms. ·Carroll.stated that USAC would

be s.eeking .recovery solely from Spectrum Conun\D:licatiml.. She also informed me that ROOE's

lette"r~December 2, 20.03 was coQSidered·a request for confirmation ·:tbat recovery f~r the

afieged. ,ermneously disbursed funds would be ~otmhtnoQl Spectrunl, the service provider, and

not ReOE. AS5UCh, RCOE''S letter was not considered as a separate appeal and USAOISLD

would;not provide a deciSion letter to ReOE.

3. Base.don Ms. Can::olrs :c1arification.. J then notified RCOEthat its involvement in

the appea!l'roce,Ss was concluded.

I-deelareunder penalty ·of p.eIj;uryunder ·the laws of the State .of 'California that :the

foregoing is true and correct $d that this declaration was executed in Riverside.. California, on

Apri126~2005.

RCOE
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RECEIVEDBeron the
FEDERAL COMMUNICATIONS COMMISSION

WaslJingtob, D.C. 20554 SEP 0 a2004

by

In the Matter of

Request for Review ofDecisionofthe
Uriivenal Service Administrator

)
)
)
)
)
)
)
)

Spectrum Communications Cabling )
_S__Y_sten1s._'"'--Inc_, )

BEST B£S1 &KRIEGER
CC Docket No. 02-6

FRN Nos. 299376, 299377, 299378,
299379.2993&1,299382,299355,
299356,299359,299361,299363,
299365, 299367, 2993368, 299370,
299371,299372 and 299373

REQUEST FOR REVIEW

Picne Pendergrass
General Counsel
Spectzum CoDllllUDi.cations Cable

Services. Ioc.
226 North Lincoln Avenue
Corona, CA 92882
(909) 273-31]4

August 30, 2004

RECEIVED & INSPECTED

APR 2 7 2005

FCC - MAILROOM

RCOE
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In March 1999. R 0 P - Riverside Countyl~ersidc County Office ofEducation

("Riverside") contJ:acted with SpedruJn CommunicaUoDS CabliJlg Systems. IIU~. ("'SpectnJm")

for a variety ofservices offered through the universal service support mechanism for the schools

and h'braries C'E-rate Program"). Consistent with FCC and Program tulcs, Riverside traded in

ceztain equipment and applied the fair market value ofthat equipment to the non-discounted

portion offhe services Riverside purchased from Spectrum. Spectnbn. based upon its

considerable expertise in the purchase and sale ofDeW and used technology equipment,

calculated the.fair market value ofRiverside's tJade.-in equipment as ofMarch 1999, which

served as consideration in the parties' contact. Spectrum's valuation oftbe equipment was later

substantiated through an indepeudent appraisaJ.

Four years after valuable E-rate services were funded by USAC and provided by

Spectrum. the SLD and USAC now contest the B-rate funding granted to Riverside based upon

die date ofdie fair market valuation for the tracled-in equipment. Specifically, the SLD and

USAC claim. based upon a new Program rule that was adopted yems after E-rate ~rvices were

rendered to Riverside. that the trad~inequipment should have been valued at the time the

equipment changed hands or on the first date of the applicable E-rate funding year (July I, 1999),

not when the parties entered into their contract (March 1999).

Riverside and Spectrum complied with all applicable FCC and Program. rules that were

effective in 1999. At that time, there was little guidance available to E-rate participants

regarding the tUning of fair market valuations., or valuation methodologies. for trade~in

equipment under the E-rate Program. The only policies then in effect required equipment to be

RCOE
BxhibitO
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traded in at its fair market value and prohibited the trade-in ofequipment that had been

previously purchased usiJlg Program funds. Riverside aod Spectrum complied with both ofthese

requiJements. which the SID and USAC do not ~.pte.

The SID and USAC exceeded their aotbority when they concluded that Riverside and

Spectnun were precluded from establishing the fair OJ8Ibt value ofRiverside's equipment as of

the date ofcontract formation. In 1999. when Spectrum and Riverside entered into their

agreement,~was DO FCC or Program guidance that addressed when the fair market value of

tmded-in equipment should be determined, and such formal guidance stiU does not exist today

(except in the case ofequipment that is valued using a 3-Ye&r depreciation analysis). Spc:ctrum

onIy become aware ofa potentially new SID Prognun rule in March 2003 when Mr. Falkowitz

oCtile SLD contacted Spectrum about the trade-in value ofRiverside's equipment. Falkowitz

asserted that the FCC had provided the SLD with infotmal guidance regarding trade-in values

which indicated that the fair DlIIrket value of tIilded-in-equipment could be calculated \)Sing the

rebuttable preswnptiOD that equipment has a useful life oftbree years. This infQ11J1al guidance

did not direct the SID to create a new Prognun rule regBtding1he1iJning of fair market

valuations for traded-in equipment. It appears USAC has made a policy and ClUted the

equivalent ofnew guidelines reg&Iding the timing ofvaluations for traded-in equipmcot in

violalion of its charter.

The Sill and USAC further exceeded their authority when they applied a new. later­

adopted Program rule regarding the timing offair market valuations for tr~in equipment to E-

ra1e services that were provided years e3r1ier. in 1999-2000. It is a basic tenet ofAmerican

jurisprudence that new precedent is only applied prospectively. The Commission has long

acknowledged this, concluding specifically in the conteXt ofthe Frmte Program that Dew policies

ii ROO!!
E.dUbitO
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and tules apply to applicants on a going-forward basis. It is umeasonable for Riverside and

Spectrum, exercising good filith and complying with Progmm rules and general principles of

contract law. to be penalized for acting reasonably tq!er the circumstances in 1999. espeeialJy

when theft: was no contrary FCC or Prognun guidance reganting the da1c upon which the fair

market value ofequipment should be established.

Ifthe FCC concludes that E-ndc funds in this case were erroneously disbursed. such

monies should be recovered fiom Riverside because it would oot have paid for the entire, nan-

discounted portion oithe Borate services ito~ The Commission has insttucted USAC that

beneficiaries of any FCC or Prognun violation should be liable for any reimbun>ement. The

harm from resciDding the monies allocated to Riverside in this case. however. far outweigh any

benefit. Aceording1YtS~, on behalfofRiverside, requests~ the FCC waive any rub:

violation so that Riverside is not irreparably harmed in this case.

iii RCOB
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·Beforedle
FEDERAL COMMtJNICATlONS COMMISSION

WlishingtOD, D.C. 20554

In the Maner of

Request foe Review ofDecision ofthc
UDiversal Service Administrator

) ·c
)
)
)
)
)

by )
)

Spectrum Communications CabJing )
...;;S~yStcms.==Inc=. )

CC DocketNo. ()2...6

FRN Nos. 299376, 299377,299378,
299319.299381,299382,299355,
299356,299359.299361,299363,
299365,299367,2993368; 299370,
299371, 299372 sod 299373

REQUEST FOR REVIEW

Spectrum Communications Cabling Systems, Inc. ("Spectrum"). pursuant to SectiOIJ

54.719(c) ofthe Conunission's rules,! submits this Rcquestfor Review seeking revezsal ofa

decision ofthe Administrator ofthe Universal Service Adn1ini6tIative Company

~Administrator" or "USAC" respectively), issued on July 1,2004,2 denying Spectrum's

December 2, 2003 Letter ofAppeal ("Appeal'? 3 SpectIUm's Appeal soughtrev~ofIl

"Recovery ofErroneously Disbuxsed Funds" letter tRecovery Letter') issued by USAC's

Schools and Libnuies Division ("SLlY') on October 3, 2003, seeking to rescind more than

$700,000 in federal funcfiDg that was awarded to R 0 P - RivetSi.de Countyl Riverside County

'47 C.P.R. § 54.7J9(c).

2 Utter from the Universal Service AdministratiVe ComPany to Pieue F. Pendergrass. GeneIal
CounseJ, Spectnlm CoDlJDuWcations Cabling Services, Inc.. (July 1,20(4) ('"Admin;straJor's
Decision on Appeaf'), attached hereto 8S Exhibit 1.

] Letter from Pierre F. Pendergrass, General Counsel. Spectrum cllJ)JlWDications CabliPg
Services, lnc., to the Uni\rersaJ Service Administl"at:M: Compeny, Schools and Libraries Division
(Dec. 2, 2003), attached hereto as Exhibit 2.
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Office ofEducation ("Riverside") for products and services through the IlDiversai service support

mechanism for schools and hDraries f'E-rate Program"').

The SLD specifically seeks to reeovcrfro~~tram S700.ooo in &-rate funding that the

SLD contends is related to theditfcn:uce between the fair market value ofRiversidc's trade-in

equip.meut as ofMarcb 1999, when Riverside and Spectrum foaned their agreement for E-rate

services. and the fair market value ofRiverside's trado-m equipment as ofJuly 1. 1999. the

beginning ofthe 1999-2000 fundiDg year. The SLD cooteods that Spectrum should have

assessed the fair market value for'the tnIde·in equipment as ofJuly 1, 1999 based upon a

PJogram mle 1baI: was adopted by the SID roughly 3-4 years after the :fuuding year in question.

Spectrum and Riverside followed aU FCC and Progs'am Rules J'C1atcd to trade-in equipment that

were applicable in 1999 (i.e.. the equipment was traded for B-rate services at its fair market

value, and tho c:quiPJl1ent was notpreviously purchased using E-ratc funds). The fair market

value dSsessed foe Riverside's trade-in equipment in 1999 was confinned by an independent
\

appraisal perfonned in 2003. In the absence of specific FCC or USAC guidance in 1999

regarding the timing ofdetermining the fair market value of trade-in equipment, the parties

fonowed well established principles ofconUact law and valued the trade-in equipment, which

was essential oonsidetation forthe B-mte services, at the time ofcontract forniation.

The Commission should overtom USAC's decision and direct the SLD to withdraw the

Recovery Letter because: (1) SpectruID and RivCJSide complied with aU FCC and Program rules

regarding ttade-in equipment that were in effect in 1999; (2) the SLD and USAC exceeded 1heir

authority when they adopted a new policy that precludes c:aJculating the fair market value of

traded-in equipment at the time Program participants enter into a contract for services; and (3)
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the SLD and USAC c:x.ceeded their authority by applying this new policy retroactively to

SpedrUm and Riverside.

L SPECTRUM'S INTEREST IN THE MA1)'ER PRESENTED FOR REVIEW.

Pmsuant to Section S4.71~ofthe FCC's rules;' any party aggrieved by an action taken by

the SLD or the Administrator may appeal that decision, including service providers aod

applicants. Speetrum is an jqterested party in this case because it is the service provider 10 whom

the SID issued the Recovery Letter seeking to~ more than $700.000 in £.tate fUnding.

D. STATEMENT OF FACI'S.

A. Riverside', Request for FudiDg and Resulting Apcemeut with' Spectrum.

Spectrum, 8 privately held colpOration founded in 1985. is a provider ofinformat,ion

technology products and services. the company"s customer base eoDSists primarily ofthe

education market. public sector agencies and luge hcalthcare :fiIcilities. The company has

participated in the E-rate Program since 1998, during whidl time Spectrum has a«;ted as a service

provider for approximately 38 diffenm school districts.

Riverside is a service agency supporting Riverside COUDty'S 23 school districts and

linking them with the California Department ofEducatioo. Riverside provides, among other

selvices, assistance to its member districts in the deployment and maintenan.e:e ofnetwotk and

telecommunications seryices. Approximately 6.1 million students were enrolled in Rivexsidt

County in the 2002-2003 school year.

Riverside formed a CODSortium ofits manbcr school districts for the PlUpOsc ofapplying

for E-rate Progmm discoUlltS in the 1999-2000 funding year. On March S. 1999. Riverside filed

a Fonn 470 soliciting proposals from prospective service providers for a range ofeligible E-rate

• 47 C.F.R § 54.719.
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products and ~ces. Consistent with Program rules, the Riverside coosortium membeal

intended 10 "trade-in" certain equipment owned by Riverside as consideration for Riverside's

non-discountcd portion of1he E-rate services it WIll~g through the Program.

Speetnun submitted a bid proposal iu tespome to Rivenide's Form 470 and Riverside

subsequently selected SpcctJum as the service provider for the CODSOmUIlJ. ln the absence of

specific FCC or USAC guidance On the timing for determining the fair JDaJket value oftlle trade­

in, Speetnnn assessed the fair market value of the eqWpmenl8$ part of the initial "bid ao4 ask"

process at the time ofcontract folDl8tion.

Spectrum calculated the fair market value ofRiverside's equipment, based upon its

considerable expertise in the purchase and sale ofnew and used technology equipment in the

RivetSide marJcct Specifically, Spectrum; (i) bad previously sold and installed the specific

pieces ofequipment at issue; (n) was knowledgeable about the manner in which the equipment

. had been used and maintiWled; (iii) was knowledgeable about the training and expertise ofthe

staffwho bad been using the equipment; aDd (iv) most importaut1y, had detailed knowledge

about the identity and needs ofpotential buyers of the specific pieces ofequipment in question.

As discussed in further detail below, Spectrum's valuation oftbe equipment at the time the

parties entered into their agreement in March of 1999 was subsequendy substantiated by an

independent third-party appraiser.5

On AprilS, 1999, Riverside filed a Fenn 471 evinc;ing its acceplaJlce ofSpectnun's

proposal and its selection ofSpectrum as its service provider for the 1999-2000 :6mding year.

S See Appraisal Report for Spectnun Communications. DMC Consulting Group (Mai. 2003),
attached to Memorandum from Robert Rivera, Spectrum. to Ed Falkowitz, Schools and Libraries
Division (Mar. 15.2003) ("Appraisal Report"), attached bereto as Exhibit 3. The appraiser. in
fact, concluded that SpectnlID's valuation in Marcb 1999 was slightly less than the fair market
value ofthe equipment at that time.
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The eighteen t\mding request numbers ("FRNs") identified in the case caption above are

associated with Riverside's and Spectrum's &greeQletlt. The t:01ll1 pre-discoont value oftbe

agn:ement for aU &orate services between RiversidQol)Pd Spectnun was $5.495.471.70. As

ca1culated on the Fmm 471, RiveJ'Side was eligible for a ~rogram discount of67 percent.

Conseque:ntJY. puauant to CommiMioll and Progr:un rules. Riverside and/or its consortium

mem~ were required to pay 33 percent. or $1.813,505.66, oflhc tota1 contrl1Ct price. Some

con.sortimn.mcmbets later decided to retain their equipment 8l1d, instead, pay their portion ofthe

contract price in cash. The total amount ofcash paid to Spectnun was $1S5!}9621. The

remaining portion ofthe purebase price owed by RiveIside was paid by traded-in equipment.

B. USAC Upheld the SLD's Determination that the Trade-ha Equipment WAll

not Valued Approprfa~ly.

The SLD contended that the fair market vallie ofRivemde's traded-in ~quipment was

less than Riverside's Don-diSC01lJltCd share for services purchased through the E-rate Program.

based upon the date the equipment was valued. USAC. upholding the SID's determination.

stated that:

[1]be tmde-in am.OIUlt was based on the value of the equipment at the 1ime
of the contract, which was before the start ofthe funding year and severa!
months before Spedxwn~ set to take possessioD of1he equipment.
Spectrum provided an independent appraisal htdicatiQg the FMV [fair
marlcet value] of the equipment as ofJuly I, 1999. SID has occepted this
appraisal and detennintxl that the recovery amounts slwuld be based OD

the date that Spectrum took possc:ssion ofthe equipment, but DD earlier
than the fust day ofthe funding year.

The FCC bas diIected USAC "to adjust funding commibnents made to
schools and libmries where disbursement offunds associated with those
commilments would result in violations of8 federal statute" and to plUSUC

collection ofany disbursements that were made in violation ofa federal
statute.6

6 Administrator '$ Decision on Appeal at 2.
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USAC agreed with the SLD that 1be appropriate date fOt'valuing Riverside's trade-in

equipment was the beginning ofthe 1999·2000 funding year (July 1, 1999) and not at the titne

Riverside and SpeCtrum entered into an agreementq ~rate services {March 1999}: Using a

valuation date ofJuly 1. 1999. USAC contends that 'the total tiDr mmket value of the

consortium's equipmentwas $1,316,159.7 This value was based upon a third-party appraisal,

which was requested by the SID as part ofan audit in 2003. USAC neglects to mention that it

also bas an independent appraisal ofibe faiJ'market value ofthe trade-in equipment as of

contract fozmabon, March 1999, and that Ibis valuation shows that Spednml's appraisal ofthe

value oftile trade-in equipment in March; ]999 was the 6Ur marlcet value as required by Program

rules that were in offect in 1999. Also, con1raJy to the Adminiatrator'sDecision on Appeal,

there was no violation ofa federal statute in this case, and tben; certainly was no violation ofany

applicable FCC or USAC.statute, role or guidance with respect to trade-in equipment that was

applicable to Spectrum and RiverSide in 1999. The parties complied with all known rules, Jaws

and statutes.

In March 2003, four years after approving Riverside's funding. after valuable E-rate

senices were provided by Spectrum and received by Riverside, and paid for, in part, through the

fair market value ofRiversidc's trade-in equipment, Ed Falkowitz, an SLD account manager,

coatacted Spectrum stating that it was conducting an internal audit regarding the trade-in value

ofRiverside's equipment. To assist the SLD in its investigation, and at the SW's request, 3D

7 Under USAC's calculations. the total amount ofmatching funds that should have been paid by
Riverside was SI.472,155.21 ($1,316,159 in equipment. plus $155,996.21 in cash). Based upon
Riverside's 67 percent discount, the payment ofmarching funds in the amount ofSl,472.15S.21
would entitle Riverside to an E-rate discount of$2,988,921.18. USAC previously disbursed
$3,681.966.04, wbi<:h is $693;044.96 more than it believes it should have disbur.lCd
($2,988,92I.I8 in actual disbursements minus SI,4n, 155.21 in alleged appropriate
disbursements). Inexplicably, however, the total amowrt USAC seeks to recover is $707,521.34
- Dot $693.044.96.
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independent appraisal regarding the value ofthe equipment was undertaken in 2003 USing both

the actual appraisal date. March 1999, and July 1, 1999, the date suggested by the SLD. The

Appraisal Report valued Riverside's equipment at.$.l.8S9.321 in March 1999 aod $1,316.159 as

ofJuly 1, 1999.1 The Appraisal Repo~which USAC und the SID accepted as dispositive oCtile

July I, 1999 valuation, concluded that Spectrum's valuatiOD ofthc equipment as ofMarch 1999,

was entirely consisteDt with the then-currcnt market..

In valuing the trade-in. equipment in 1999, Riverside and SpectIUm complied with all

Program rules thatW~effe~tiveat that time (I.e., they assessed the appropriate fair market

value ofthe equipment, and they did not trade in equipment that was previously purchased with

Program fUnds). In the absepce ofspecific guidance on when the trade-in equipment 'should be

valued, the parties observed the basic legal principJe that essential contract terms. including the

consideration for a contract (i.e.• the trade-in equipment) must be definite and certain at the time

ofcontract fonnation. The SID's and USAC's Actions in imposing a DeW date ofvaluatioD,

based upon retroactive application ofoew Program tules, rewrites the ~tialterms oflhc

agreement (i.e.. offer. acceptance and consideration) without the assentofthe parties.

c.. Commission and SLD Guiduce in 1999.

At the time Riverside: filed its Fmm 470 and entered into a contnlCt with Spectrum. in

1999, "cry little guidance was available to participants in the E-rate Program regarding the

FCC's-and SLD's policy for trading in equipment. Even now,1he guidance does not specifically

address when the fair IIUUket value ofuaded-in equipment should be determined in all cases..

Rather. it only addresses fair market value in the case oftha SID's 3-year depreciation value

analysis discussed below.

8 See AppuisaJ Report.

\
\

\
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Today, the SLD's website has a page devoted to trading in equipment. That page advises

that a Program applicant can trade in equipment sud apply the value oftbat equipment to the

non-discouoled portion ofnewproducts and services that are :fimded through the E-sate
- '\'\ -

Progtam.9 The SID places certain CO~diti.ODS, however, on trading inequipment (1) equipment

previously purchased with £Orate discounts cannot be used toward payment ofan applicmat's

non-discount share; and (2) the amount credited toward the oon-discounted share must be the fair

market val~or acquisition cost, which ever is lower. ID The fOICgOing Program rules were

applicable in 1999 when SpectJWn and Riverside entered into their agreement for E-rate servic:cs.

However, with regard -to determining fair marlcet VIllue, the Program roles now also state the

following:

There is a rebuttable presumption that technology equipment has a three­
year life and that the value declines on a straight-line basis. Therefore. the
presumptive value ofa component with aD original cost of$1000 would
be $666 after one year, $333 after two years, and would have no value
after three years. Time periods are calculated from the date that ­
equipment was originally delivered to the applicant to the estimated
delivery date to the service provider. The applicant or service provider
may provide evidence offair market value to Iebut this presumption..
Although the fonn ofdie evidence is llexibJe, the best evidence would be
&om ao iqdependent third party source iDdicatiDg the seco~m8Iket
prices for the specific malce and model ofequipmeot traded in. I

As an initial matter, the Program rules regarding timing ofvaluations and depr:c:ciation

methodology were!12! available in 1999. The SLD's guida.oce at 1hat time was more general,

stating only that equipment must be traded-in at its fair market value and that the equipment to

be 1raded could not be equipment previously purchased with Program funds. As discussed

9 Univen>aJ Service Administrative Company. '"Transfer- or Trade-in ofComponents," Bvailable
at http://www.sl.umversalser.vice.orglrcfetencelepsfag-f.8S1! (last modified Feb. 13, 2004).

IO&e id

. II Id.
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above. Spectrum andRiv~defuUy complied with thc.se requirementll. Spectmm carefully

evaluated Riverside's equipment. which had not been previously purchased wiill Progmm funds,

at the time they fmmed their agreement BDdcaI~ the fair mark:et value ofthe equipo1Ct1t

.based upon Spectnm1's considerable expertise in the JDaEket. Al1hoI,lgh the Program rules DOW

explain how and when to assess the fair nuaket value ofequipment undC'Z the SLD's ptesump1ive

3-year depreciation "alue analysis, it is devoid ofany explanation regarding how or whC'Zl

Program participants should assess the :fair market value ofequipment using any other analysis.

It docs DOt appc81 that th~ new Prognun rule requires, as USAC contends in the Admtnlstrotor's

.Decision on Appeal, that all valuations for trade-in equipment must be based on the date the

service provider takes possession ofthe equipment. or no earUer than tile fitst day ofthe funding

year. Rather. it appears the new Program role prescribes the dates to be used for valuing

equipment when parties usc the 3-year depreciation analysis. Spectrum did not use a 3-year

depreciation analysis in the case ofRiverside. and thus the DeW role is inapplicable. In addition.

the new Program rule allows for independent third party appraisals to rebut the SLD'5

presumptive 3-year depreciation value analysi.s~which Spcctnnn provided in this case·

.Most importantly in this case, with the exception ofrequirements for a' filir market

valua.tion and a prohibition against trading-in "Program" c:quipmcIrt which Spectrum and

Riverside observed, none oftbe foregoing guidance about the date upon which Vade-in

equipment should be valued, or valuation methodologies, was available to Spectrum or Riverside

in 1999 when Spectnun assessed the fair market value ofRiverside"s equipment, S~trumbid

for Riverside's E-rate services, Riverside accepted SpectIum's bid, the parties entered into on

agreement for services and agreed upon the considemtion, the SLD approved Riverside"s

funding requests. and valuable E-rate services were provided in reliance thereon. Spectrum was

\
\
\.,

"'
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notified ofllie SLD's new policy only after Mr. Falkowiiz from the SLD «mtacted Spectrum in

March 2003.J2 The email co~cebetweenMr.Pa1kowitz and Spectrum. indicates that

the ooly "guidance" the SLD received from the FCC OD this issue was that the fair market value..-
oftraded-in equipJDent cOuld be calculated using the rebuttable presumption that equipment bas

a useful lire of three years-I3 It does DOt appear the FCC addressed the date: upon which the fair

market value should be detennined.

nL QUESTIONS PRESENTED FOR REVIEW.

A. . What Was the Rcquired Valuafloll nate for Ec)aipPleD.t that Wu Traded-In
Throllgh Cbe E-Rate Program iD 1m?

Today. the sm and USAC (;!aim that equipment that is tnu:led in for the purpose of

paying an applicant's DOn-mscoUDted portiOD ofservices purchased through the E-rate Program.

must be valued either at the time the service provider takes possession of the equipment or the .

first day ofthe applicable Program funding year. This guidllDce was Dot available to Riverside

and Spectrum in 1999 and should DOt be applied retroactively to either devalue services that were

already provided in reliance OIl the fon:ner rules and SID funding grants, or require additional

cash consideration from Riverside which it did not agree to pay for B--rate services in 1999. In

the absence of specific guidance nom 1he FCC or the SID, the parties followed basic. well-

established principles ofconbaCt law when they enttted into their agreement for E-rate services

and assessed a fUr matkct~aluefor Rivemdc's1raded-in equipmeDl1d the time of contract

formation. This valuation was later substantiated by an independent third party appraisal. It ~

also important to note that Riverside and Spectrum were required to assess the fair market value

12 See email from Ed Falkowitz, Accounting Manager, SLD. to John Price, then-present Chief
Financial Officer ofSpectnJm (Mar. 3, 2(03), attached as Exhibit 4 hereto.

13 See id
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. oftbe tIade-in equipment anda~upon the coosideration at.thC time ofcontract formation in

Older to obtain necessary board approvals and meet applicable SLD filing deadlines.

--Under long-standing principles ofCOJJft3Ct~.three fiuniliar elements are typically

required for the fonnation ofa contract: offer, acceptance,. and coosidemtion.,,1" Consideration is

an essential element ofa valid contmd;IS and a contmct is notenforceable unless its terms and

conditions are definite and certain.16 In the absence ofspecific FCC or USAC guidance

regarding the timing ofvaluations fur trado-m equipment. Spectriml and Riverside used basic

principles ofcontract law and, at the time ofcontract formation - not an undefined later date ­

assi~ a fair market value to the tradc>in equipment~would be used in lieu ofcash.

Without au upnont understanding by Riverside and SpeetrurD ofthe combination of

consideration that would be paid for the Eof'8te services. and the conespondingpaymcnt

obligations, the contract would have lacked definite and enforceable.tenns.

In response to Rivexside's Form. 470, SpectIutn submitted a proposal that would meet the

technology plan objectives ofthe consortium while, at the same time, avoid'a significant cash

outlay. Riverside reviewed the proposal and found it to be the most cost-effective response to its

Form 470. Before agreeing to hire Spectrum, howevec, Riverside and/or its consorUwn members

were required to obtain school board.approval ofthe proposed contract. It would have bec:o

imposstble for Rivenride and its member districts to have obIained board approval without fust

14 "Government Contract Cases in the United Stales Court ofAppeals for the Federal Circuit:
1996 in Review," c. StanleyDeesand David A Churcbill, 46 Am. UJ... Rev. 1807.1844 (Aug.
(997) (citing the Restatement (Second) ofContraets, §§ 17(1). 22{l).

IS See, e.g.. Agosta v. Astor. 120 CaL App. 4th 596, 605 (2004); Lopez v. Charles Schwab & Co.•
Inc., 118 Cal. App. 4th 1224. 1230 (2004).

16 See, e.g.• Sujfle/dDevelopment Associates LId Partnership v. Sociel)'jOr Sav., 108 A.2d 1361
(199&).
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describing in detall the purchase price and the tenn8 (including the amount ofcash required) of

the agreement. and the E~rafe services that would be received in exchange. Consequently, the

parties bad to value the equipment at the time1hey ftlaChed an agreement.

E-rate Program roles require applicants and service providers. to enter into agtecm.ents for

_B-rate services before fiJing a Form 471.17 Applicants use the Form 471 to request discoun1s

:from the SLD for eligible services,. and specific amounts for the cost ofthe purchased seIVices

must be recorded in the Fonn 471. The agreement DCCeSSIUily esaabIishes 1he type and amouot

ofconsideration an applicant must pay for the goods and services purchased .from a service

provider so the applicant can seek the appropriate amount ofB-tate support. Itwooldhave been

impossible in this case for Riverside and Spectrum to predict the value ofthe equipment at some

future date and still comply with USAC's Icquiremcnt that the agreement be executed and the

Form 471 filed by April 6. 1999. lfRiversidc and Spectrum had waited until the stllrt ofthe

funding year (July I, 1999) to value the equipment, RivCl$ide would have had to wait to enter

into a contract with Spectrum and would ba.ve missed the deadline for filing its Form 471.

B. Did the AdmiDlstrator Exeeed its Authority by Creafipg New Polk)' lind thell
Applying that PolKy Retroaetively to Spectnuu?

1. The AdmiDistrator Exceeded ita Alltbority III AdoptiDg II New PoUcy
Without FCC GWdaJtce.

The FCC appointed USAC to administer the E-rme Program in 1998. USAC's authority

over the Program is limited to implementing and applying the FCC's Part 54 rules, and the

FCC's interpretations ofthose rules as found in agency adjudications.18 USAC is not

17 Universal Service Administrative Company, Selecting Service Providers. available at:
http://www.51.univCJSalservice.orvlreferencelselectm2sp~.

18 47 C.F.R. § 54.702(c).
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empowered to make policy, intelpret any unclear rule promulgated by the FCCI!J or to create the

equivalent ofnew guidelines.20 The Administrator exceeded its authority in this case by creating

a newpolicy Dot previously elucidated by the FCC.. narnc:Jy, dIat the fair matket value oftradcd-..
in equipment cannot be calculated at the time that~ B-rBtc applicant and service provider

execute a contraet for E-rate services and products, eonsistent with~c principles ofcontract

law.

In 1999 when Spectrum and Riverside en1ered into their agreement, there was no FCC or

Program guidance that addressed when the fairmatket value of1Iaded-in equipment should be

detennined. and such formal guidance stiJI does not exist today (except in the case ofequipment

that is valued using a 3-year depR:ciation analysis). Spectrum only became aware of1he new

SLD .Program tuJe in Much 2003 when Mr. FaIkowitz contacted Spectrum about 1he1Iade-in

value ofRiverside's equipment.21 As noted above, however, it does not appear that the FCC

gave the SLD Specific guidance regarding the dllte upon which the fair market value should be

de~rmined. Rather, the email COJI'CSPOndeDCC between Mr. Falkowitz and ·SpectlUID. indicates

that the only "guidancc" the SID~vedfiom the FCC on this issue was that the fair market

value oftraded-in equipment could be calculated using the rebuttable presumption that

equipment has a useful life of three years.lZ It appears USAC has made a policy and created the

I!lId

20 Changes to the Board ofDirectors ofthe Nat 'I Exchange Carrier Ass 'II, Inc., Third Report and
Order, 13 FCC Red 25058, 25066-67 (1998) ("NECA ·ThirdReport and Ortie,...).

21 &e email from Ed FaIkowitz, Accounting Manager, SLD, to John Price, tben~preseDtChief
Financial Officer ofSpectrum (Mar. 3.2003). attached as Exhibit 4 hereto.

22 See id.
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equivalent ofnew guidelines regarding the timing ofvaluations fur' all traded-in equipment in

violation of its clJarter'.

2. The Administrator&~iqAuthority In Retroactively ApplyiDg
• Later-Adopted SLD Po6ey to Previously Granted Fuading
Requests.

Even assuming, arguendo. that the.Administrator had aU!hority to adopt the policy that

the fair market value oftraded-in equipment cannot be detennined at1he time a contract is

executed, the Administrator still exceeded its authority by retroactively applying the poliey in

this case. In this case. the Administrator is attempting to apply a new Program rule regarding the

timing for valuation of1rade-in equipment to a contract fOf B-me SClYices that was mtaed into

in 1999, and perfonned in 1999-2000. three years before adoptiou of the new Program IUle.

It is a basiC? tenet ofAmerican jurisprudence that ifa court overtmns its priorprecedent in

a line ofcases, the new prc:cecteDt is applied prospectively. 1be court docs not re-opea every

prior case, retroactively apply the new precedent and overturn all prior concluded decisions.23 In

RKO General v. FCC,24 the U.S. Court ofAppeals forthe D.C. Circuit adikessed retroactive

application ofnew Commission precedent very clearly:

Although an administrative agency is not bound to rigid adherence to its
precedents, it is equally essential that when it decides to levc:rBe its course,
it must give notice that the staDdard is being changed •.• and"apply the
changed standard only to those actions taken by parties after the new
standard has been proc;;]aimed as in effect.25

23 See generally 28 U.S.C. § 2106 ("The Supreme Court or any other court ofappellate
jurisdictionmay affimt, modiiY. 'Vacate, set aside or reverse anyjudgment,. decree, or order ofa
court lawfully brought before it for review:')

2A RKO General. Inc. v. FCC, 670 F.2d 215 (D.C. Cir. 1981).

2S ld at 223-24. citing Boslon Edison Co. v. PFC, 557 F.2d 845( D.C. Cir. 1997) cert. deniedsub
nom. Towns ofNorwood, Corn:ord and Wellesley, Ma3S. V. Boston Edison Co., 434 U.S. 956
(19g8).
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In lIddition, "an agency may be prevented from applying a new policy retroactively to pariies

who detrimentally relied on the previous policy.tt2i

The SID's standard regmding when 10e~e the fair market wIue of1mded-in

equipment was expressed to Spectrum only in March 2003 through general COITespondeoce.

This standard has not, and even today is not, explicitly stated in any FCC decision or on the

SLO's website as a Program rule (except in the case ofequipment that is valued using a 3-yeac

depIeciatiou analysis). Even ifthe FCC fiJJds such a rule is now applicable, consistent with the

finding in RKO. new or changed standards am be applied prospectively only to pending or future

applications, DOt retroactively to granted applications.

In addition, SpectIUm and Riverside dcbimentaUy relied OD the FCC and SID guidance

that was available in 1999, and it detrimentally relied OD the SID's grant ofRiYemide's funding

requests under the fonner rules pursuant to which valuable E-rate services were provided and

accepted. It is unreasonable for a Program participant, exercising good faith and complying with

aU applicable Program rules and general principles ofcontract Jaw, to be pCDaljzed for 8Cting

reasonably under the circumstances, eSpeeially when there was no contrary FCC or USAC

guidance specifying1he date on~ch the fair DlBrket value of traded-in equipment should be

assessed. Rive.side and Spectrum bad no other recourse but 10 reasonably assume the equipment

should be valued at the time the agreement was formed.

There is an extensive body ofjudicial case law~gardingimpenn.issible retroactivity in

which the courts discuss basic notions ofequity and fairness and detrimental reliance by citizens

2~ New England Telephone and Telegraph Co. v. FCC. 826 F. 2d 1101, 1110 (D.C. Cir. ]987)
citing RKO General, 670 F2d at 223.
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on prior agency policies.27 There is DO need to present a 1Wl discussion ofsuch :retroactivity

here, as the FCC's own decisions in prior SLD matters reflect i1s own concern about the

retroactive application ofnew pn:cedent. .....
In a November 5, 1999 FCC decision involving the E-rate Program.. the CommissioD

considered a case in which the Prairie City School District ("Prairie City") souBht review ofan

27 See Bowen v. Georgetown University Hospikll, 488 U.S. 204,224 (1988) (J. Scalia
concurring) {""[W]here legal cossC4lJences hinge upOn thc interpretation ofstalUtory
requirements. and where no prcexistiDg intcl'pJ'elive rule canstruing those requirements is in
effect" nothing prevents the agency from acting retroactively.through adjlJdication.;. See NLRB
v. BellAerospace Co., 416 U.S. 267.293-294 (1974); SEC v. Chenery Corp.. 332 U.S. at 194,
202-03 (1947). See also Yerlzon Te.lephone Co. v. FCC, 269 F.3d i098 (2001) ("[11he
goveming principle is tb8t when there is a •substitution of!lew law for old Jaw 1bat WltS

reasonably clear,' the new rule mayjustifiably be given prospectively-only effect in order to
'protect the settled expcctatioos ofthose who had relied On the preexisting nd~.'"); Id at 1109.
citing Williams Natural Gas Co. .... FERC. 3 F3d 1544, '1554 (D.C. Cir. 1993». Moreover,
retroactivity will be denied "when to apply the new rule to past conduct or to prior events would
work a DlBIJifest injustice." Id. citing Clork·CowlilZ Joint operatingAgency Y. FERC. 826 F.2d
1074. l081(D.C. Cir. 1987). To determine whether amaniCesthgustice will result from the
retroactive application ofa statute. a court must balance the disappointment ofprivate
expectations caused by retroactive application agaiDst the public interest in enforcement ofthe
statute. Demars v. First Serv. BonkforSav., 907 F. 2d 1237, 1240 (lst Cir. 1990) (citing New
England Puwer v. UnitedStates. 693 F. 2d 239, 245 (1st Cu. 1982». The D.C. Circuil Court
notes that it has not been entUdy consistent in enunciating standards to detenninc when to deny
retroactive effect in cases involving "new application ofexisting law. clariticatioos and
additions" resulting from adjudicatory actions. In Ctusellll. FCC. 1he~ acknowledges that it
has used the five·fuctor test set forth in Clar~Cowlil%as 1bc "'ftamework for evaluating
retroactive application ofrules annolUlced in agency adjudica1ioos.to Cassell v. FCC, 154 F3d
478,486 (D.C. Cir. 1998) citingClcuk-Cowlilz. 826 F.2d at 1081. In a subsequent case, the
cowt substituted asimilarthrec·factortcst. See Dut. Lodge 64 Y. NLRB. 949 F.2d441. 447
(D.C. Cir. 1991) (citing Chevron Oil Co. v. Huson, 404 U.S. 91 (1911)). Today, the court has
moved from multi-pronged balancing tests for impermissible retroactivity in favor ofapplying
basic notions of equity and fairness. See Cassell, 154 F.3d &it 486 (declining to "plow
laboriously" through the Clark.cowli/z factors, which "boild~ to a question ofconcerns
grounded in notions ofequity.and fain1css"); PSCC v. FERC. 91 F. 3d 1478, 1490 (concluding
that "the apparent lack ofdetrimental reliance ... is the crucial point [supporting retroactivity];.
In Chodmoore Communications. Inc. v. FCC, the court stated that the test it commonly uses to
determine whether a role bas retroactivc effect is if"it does not impair [ 1rights a party possessed
when it acted, in<:reaSc [ 1a party's liability for past conduct, or impose ( ] new duties with
respect to transactions already completed:' ChadJnoore, 113 F.2d 235, 240 (D.C. Cir. J997),
citing DlRECTV, lru:. v. FCC, 110 F. 3d 816, 825-26 (D.C. Cir. 1997) (quoting Landgraf'''. USI
Film Prods., 511 U.S. 244, 280 (1994)). .
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SID denial ofits application for universal service supporL2& Prairie City argued that the SID"s

denial shouId be overturned because Prairie City filed its application in reliance on tiliDg

guidelines provided by the SID on its website. The.iCC agreed with Prairie City and direeted

the SLD to issue a~w funding conuni1ment dccisionlctter. Citing Williamsburg..Jamu City.

the FCC found that where an application was submitted before the establisbmcnt ofa particular

BDd applicable rule. the applicants could not have been aware of the application requirements.~

The FCC also has recognized that clarifications ofits universal service policies are to be

applied prospcQively ooly by1bc siD. In Yslett?J and Winston-8aJem'l the FCC clarified that a

party submittiog a bona fide service request under the E-mte Program must provide a Form 470

that lists the specific services fur which the applicant anticipates seeking E-rate discounts, rather

1ban a Form 470 that listed every service or product eligible for discoun1s.n The FCC. however.

28 Requestfor RevIew ofthe Decision ofthe Universal Sendee Administrator by Prairie City
School District, IS FCC Red 21826 (CCB 1999).

29 fd. at 21827, citing Request/or Review olthe Dec/sion ofthe Univenal &rrice Administrator
by WilliQ1l'J.Yburg..Jamu City Public Schools, 14 FCC Red 20I52, 201S4-SS {I 999)
("Williamsburg could n~t have been aware ofthe rules ofpriority at the time it filed its
application." Williamsburg's application was also rc:mandcd for reprocessing snd issuaoce ofa
new fwuling commitment decision letter. The applicant submitted its application in April of
1998 and new rules were adopted by the Commission in June of 1998.).

30 R.equestfor Review ofthe Decision ofthe Universal Sertlice Administrator by Ysle/a
Independent School Distrkt, El Paso. Texqs. 18 FCC Red 26406 (2003) ~Yslekl"). In Ysletathe
Commission addressed multiple requests to review the decisions ofthe SLD that WCIe filed by E­
me applicauts, but combined the requests as they bad almost identical fact patterns.

31 R.equest/or Review ofthe Decision ofthe Universal Service Administrator by Winston­
Salem/Forsyth County School District, Winston-Salem. North Carolina. J8 FCC Red 26457
(2003) ("'Winston-Salemj.

32 Ysleta. 18 FCC Red at 26419-23; Winston-Salem, 18 FCC Red at 26462.
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did DOt invalidate the applicants' applications based upon this error.n It acknowledged that 'the

SLD bad previously granteq similar funding requests and that Program participants could have

l'CIISonably relied on those approvals.34 The FCC dkrmioed that such all-inclusive Form 4705

"should not be permitted on a going-fOl'WBrd basis.oolS 'l"Il4' FCC therefore "c1aritIied]

prospectively that requests for service 00 the FCC Form 470 that tist all services eligible fur

funding under the E-ratc Program do not comply with the statutoIY mandBte.oo36 The FCC in

Ysleta also provided additional guidance regarding other aspects ofthe E-rate progxam rules ''to

provide greater clarity to those applicants re-biddtng services andfuture applicants..ul

It is clear that the FCC intended for its precedent in Ys/eta and Winston-Salem to apply to

pending or future applications and not applications that have already been granted and funded.

Similarly, the FCC should conclude that the SLD cmmot lCtroac1ivdy apply the Administrator's

new Program rule regarding the timing ofvaluing tmded-in equipment to Spectrum's casc.

Riverside's fuuding requests were approved long before the SLD notified Spectrum ofit.'l new

331be Commission did conclude in Y~kla that the applicants violated.the E-rate Program's rules.
although not because ofthe broad list ofseIVices included in the applicants' Form 4705. Ysleta.
18 FCC Red at 26420-21.

34 Ysleta, 18 FCC Red at 26422; see also Winston-Salem, 18 FCC Red at 26462.

35 Ysleta, 18 FCC~ at 26422; see also Winston-Salem, 18 FCC Red at 26462.

36 Ysleta, 1g FCC Rt:d at 26422-23 (citation omitted); su also Wln.rton-Salem. 18 FCC Red at
26462.

37 Ysleta. 18 FCC Red at 264~3-~4(emphasis added). The Commission also noted that the "SLD
will carefully scrutinize applications" to ensure that they comply with tho clarifications
elucidated in this case. Id at 26435 (emphasis added). Ifthe Commission wanted the SLD to
apply those clarifications retroactively to prior SID decisions, it would have specifically directed
the SLD 10 do so. The FCCll1so rejected the argument that it could not apply the E-mte Program
rules to the applicants' pending funding requests in a wljudicatoty context. According to the
FCC, "[t]hc fact that in prior years, [the 8LD] did not disapprove applications that utilized the
procurement processes at issue in no way limits our discretion to apply our existing rules." Id at
26433 (emphasis added).
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Prograin rule. Fmthmnore, the FCC has Dever deten:nined that the fair market value of1J'aded·in

equipment cannot be established at the·time a contract is formed. SpedJum and Riverside (and

possibly other E-rate participanb) n::lied on the FCC4 pi SLD roles, and in1mptetatiODS thereOf,.

which were curteDt in 1999, and reasonably interpreted them to support thcir valuation ofthe

traded-in equipmmt at the time ofcontract fonnation. The mles in 1999 required a fair marlcet

valuation for Riverside's equipment 1IDd, as the independent third party appraisal confinns,

Spectrum assessed a fait marlcet value for the Riverside equipment.

The FCC also Dlust consider the long teIm impact on the E-Ra1e Program ifit does not

reverse the Administrator's decision in this case. SpecifioaUy, it will raise serious questions for

other participants in the E-rate Program about whether they cm ever rely upon aetioDS taken by .

the SLD. Allowing the Administrators decisioD to stand would mean that the SLD and the

Administrator can adopt new policies at will and retrollCtive1y deny p:eviously granted

applications based upon those new policies after the applications are approved. In the face of

such regulatory unceItainty, savice providers could certainly conclude thatthe risk ofdevoting

resources to provide B-ratc services is too great. Schools. libraries, students and faculty would

be those that ultimately suffer. .

3. The Administrator hu Advocated Applyiul: 0DJy Procnm Rules
Relevant to a Particular FundiDg Year to Its Own Audits.

The concept of the SLD applying E-cate Program rules that 'Wel'C in effect only for a

particular funding year to judge compliance with its program is something l.;JSAC. itself, has

advocated for its own audits ofE-rate Program compliance. In USAC's November 26. 2003

report to the Commission entitled "TQJ'k Force on the Prevention o/Waste. FraudandAbuse."

the Task Force recommends that it develop audit policies that:

reflect compliance with the rules that existed during the funding year to
which the funding was associated and to better conum.micate the degree of
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program comp1i8DCC .•. The Task Foree believes that program &:Udits,
which are a necessmy part ofwaste, 'fraud and Bbuse prevention, need to
focus on the policies, proccdmcs, eligible services, etc., that existed during
the funding year that is being audited. Measuring program compliance
against policies, procedures, eligible~, etc. which were not in place .
during a particular funding year isinhen:ntly un:fuir and invalid.31

This approach should apply equally to participants in tho E-ratc Program 1ilc::e Riverside and

Spectrum. The SID's new policy regarding wheD traded-in equipment should be valued, should

not be used as the filter through which Spectrum's and Riverside's 1999 agreement is judged.

SpectnmJ BDd Riverside complied with all Program roles applicable to trade-in equipment that

were effective in 1999.

C. Utile FCC Condades that E-Rate Funds Were Erroneously Dlsbarsed,
Should "'e SLD Seek Rc:imbunement from Riverside or Spectrum?

Assuming arguendo that the proper valuation date for Riverside's traded-in equipment

was July I, 1999, then RiveISide would not have paid its entire non-discounted portion o~the E-

mte fimded services it obtained from SpCctnlm. Accordingly, ifthe FCC should conclude 1hat E­

rate funds were, in fact, erroneously disbursed in this ca8Q 38 a result ofthe"use ofan incorrect

38 Recommendations ofthe Task Force on the Prevention ofWas/e, Fraud andAbuse, CC
Docket No. 02-6 at 10 (Nov. 26, 2003). The Task Force also makes a DWUber ofother
recommendations to improve the schools and libraries program, concluding that "'the program's
competitive bidding process is not worldng as effectively as policy makers bad intended." Id. at
5. "The Task Foree believes there needs tobe greater clarification ofprogram rules, along with
increased strong program support staffand cducatiOD8l outreach to further ensure optimal usage
ofprogram resources." Id. "Prior to the start ofthe annual training cycle, the SLD needs to
provide clear policy, procedures, eligible services list, de. for the upcoming pro"gram year and
work to minimize the need for clarifications ofthe rules during the ProgIaID Integrity Assurance
review process." Id. at 6. "The Task Force believes that ifapplicants have a better
lDlderstanding oftbc mles and standards that will be applied. they will be better equipped to obey
them. Providing clarity at the beginning oftile cycle will also help avoid the waste associated
with pursuing appeals that result from a misunderstanding of the roles." /d.
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valuation date, the FCC should conclude that Riverside is responsible for arty unpaid monies that

are the n:sult ofit not paying the DOD-:discountcd portion.ofthc E-rate services it purcbased..39

'The Administrator's Decision onAppealn~ that the FCC requires oil erroDOOUB

disblJlSClllCllls to be coUected~ service providers.40 However. the Commission iustJ:ucts

USAC to i'ecover such funds from ''whichever party or patties has committed the statutory rule

or violation.wll The duty to pay the undiscoonted portion is solely Riverside's rcsponsibility.42

In fact, USAC rules expressly prohibit the service providar nom taking any action that would

eliminate or le9seO the applicant's obligatioD to pay the entire UIIdiscouuted portion.

Consequently, any failure to pay the undi.scounted portiOD would constitute a Program violation

by Riverside, the beneficiary of the E-mtc: services.

D. U die FCC CODdJlde.t that E-Rate FUB. Were Erroneously DisbllJ"Kd. Do
the Faets in this Case Wuraut • Waiver of the SLD'. New Polley?

Spectrum and Riverside complied with all applicable FCC an~Program rules when they

valued Riverside's tt~in equipment at the time they COlItraeted for services throuBb the E-rate

Program (Le.• they did not trade-in equipment that was previously funded through the E-rate

Program., and the equipment was traded-in at its fair IDlU'ket value). If, however. the Commission

determines that the SLD and USAC correctly determined that the valuation timing utilized by

39 Upon receiving the Recovery Letter. Spectrum. promptly discussed it with RiveJSide and
infmmed it that Spectrum would: (J) appea.I it to USAC aDd, ifuecessary. the FCCi and (ii)
invoice Riverside for the shortfall in matching funds in the event Spectrum's sppeals are denied.
In the event the CormDission agrees with USAC's detcrm1Dation that funds were erroneously
disbursed, RCOE should immediately be ~ven an opPortunity to pay the invoice from Spc:ctrwn.

AO See Administrators Decision on Appeal at 2 (citiDg Clumges 10 the BoardofDirectors oftlte
National Exchange Carrier Association. FCC 99-291 19(1999».

41 Fetieral~ate Joint Board on Universal Service. Order on Reconsideration and Fourth Report
and Order, FCC 04-181, CC Docket Nos. 96-45, 97-21,02-6 at' 1 (reI. July 30,2004).

42ld " 13, 15.
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Spectrum and Riverside was inoorrect based upon a new Program role and. as a result ofthis

retroactive analysis. Riverside may not have paid the entire non-discounted portion ofthe

services itpurchased from Spectrum. thenS~ requests that the Commission grant a. waiver
lll"",

in this case on Riverside's behalf. Riversid~ should not be forced to pay additional cash

consideration for 1999-2000Borate services at this time. Had Riverside known that additional

cash consideration would be required. it likely would DOt have contracted for an pfthe £-rate

services it received from Spectrum in the 1999--2000 Program year. As fmther discussed below,

the harm.resulting from resciudiD.g the manics allocated to Riverside, or requiring additional cash

consideration, far outweighs any purported benefit in den)ting the waiver.·and grant ofthe waiver

is in the public interesL

Pursuant to Section 1.3 of its rules, the FCC mil)' waive one ofits rules or procedures

when good cause is shDwn.43 The u.s. Court ofAppeals f~r the District of Columbia bas found

that a waiver is appropriate "ifspecial circwnstances warrimt a deviation from the general role

and suc;h deviation will serve the public interest!t44 Furthermore, there must be a rational policy

supporting the grant a waiwr.4S In reviewing a waiver request, the Commission also can weigh

"considerations ofhardship, equity. or more effective implementation ofovc:mlJ poficy.'t46

Spectrum's waiver request.meets this standard and should therefore be granted.

4) 47 C.F.R. § 1.3.

44 Northeast Cellular Telephone Co. l'. FCC. 897 F.2d 1164, Il66n.3 (D.C. Cir. 1990)
("Northeast Cellular'); see also WAn'Radiov. FCC. 418 P.2d 1153.1159 n.8 (D.C. Cit. 1969)
("WAITRadio").

4S Northeast Cellular. 897 F.2d at 1166; WAlT Rtzdio. 418 F.2d at 1159.

46 WAIT Radio, 418 F.2d at .159 n.8.
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Grant ofa waiver in this case will serve the public iD1eIest. As previously discussed,

there is no way Riverside or Spectrum could have known in 1999 that detennining the:fiUr
. .

market value for the trade-in equipment at the timc"MCOJltJ8Ct formation could be later

considered unlawful. The critical public inIcn:st policies saved by the FCC's and the SW's

ndes BTe to ensure1bat schooJs and libraries seeking support through the E-eate Program obtain

the'most cost-effective services available, thereby lessening applicants' demands on universal

service funds and increasing funds available to otherapplicants.41 Through Riverside's

competitive bidding process, there was Wr and open competitive bidding for services, and at the

end ofthe bidding process, Spectrum was found to be JOOSt cost-effective choice. As

demonstrated above, Riverside did not receive any "free" services .from Spectrum. and paid the

non-discounted portion ofsuch services with a combination ofcash and by trading-in valuable

equipment.

The failure to grant a waiver wl1l result in hreparabJe harm to Riverside. The SLD's

Recovery Letter was issued years after the SLD reviewed and approved Riverside's applicatiPD

and Riverside paid monies and traded-in equipment for B-rate services for the 1999-2000

funding year. Scmce., were provided by Spectrum and paid for by Riverside years ago in

accordance with all applicable Program rules. Accordingly, ifa waiver is not granted, Riverside,

who in'all likelihood does not have funding in its budget to pay for services rendered years ago,

will have to reimburse the monies to SLD. The students and faculty ofRivcrside will thus be

irreparably banned. which is in direct conflict with the purposes ofthe E-rate Program."·

47 Federal-State Joint Board on Univer.raI Servic~. 12 FCC Red 8176. 9029 (1997).

48 Although the Commission has considered and rejected waiver requests in prior appeals ofSLD
funding decisions, the fucts of this case are clearly distinguishable from those prior decisions.
For example. in MasterMind, the SLD denied requests for funding that it had yet to allocate to
applicants. See, e.g., Requestfor Review ofDecfsfons ofthe Universal Service Administrator fry
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The CommissioD has previously granted waiver n:quests "in light ofthe uncertain

application ofour rules to the novel situation presented.',49 For example. in Yskta the

Commission directed the SID to allow certBin appleents to reapply for B-Iate discounts, even

though the Commission CODcluded that the appliamts violated the E-ratc Program's competitive

bidding process by using a certain template approach.'0 Ac:corctiDg to the Commission, a waiver

was appropriate in Ysleta beeausc the applicants were likely confused by the application ofa new

rule to the Dovel facts presented in that case.51 The Commission should similarly conclude tllat a

waiver is appropriate here because the SLD is applying a new Program nale in this case to

IeWritc an~ent that was entered into in 1999 in compliance with all known FCC and

USACIUles.

IV. RELlEJl' SOUGHT AND CONCLUSION.

Spectnun n=quests that the FCC reverse the Administrator's decision denying Spectnun's

Appeal and direct the SLD to withdraw the Recovery Letter it issued to Spectnun. If, however,

the FCC does not overturn the Administrators decision, the SLD should seek 10 recover any

fundso~ from Riverside. Because Ihe hann in rescinding Riversidc's funding would

MasterMmdInternet Services, Inc., 16 FCC Red 4028, 4035 (2000). The end I':SUIt in that case
was only that the applicant bad to wait another year to apply {or and receive funding for services
supported by the E-rate Program. In contrast, in the casc ofRiverside 8Dd Specttum, the SID
has already reviewed, granted and ullocated funds pursuant to Riverside's Form 410 and ­
Spectrum has already provided services under that grant. To now reverse the SID's prior
approvals and reclaim amounts already paid would be patently unfair and ineparably harm
Spectrum and Riverside.

49 Yslera, 18 FCC Red at 26437.

so Id at 26436.

slId at 26437.
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outweigh any benefits, Spectrum also requests 8 waiver of1bc E-mtc ProgIalD's rules on

Riverside's behalf.

Is! Pierre Pen<lergrMs

Piene Pendergrass
General Counsel
Spectnun ColIlD1Wlications Cable

Services, Inc.
226 North Lincoln Avenue
Corona. CA 92882
(909) 273-3114

August 30. 2004 .
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Re: In the Matter ofRequest for Review ofDecision ofthe Universal Service
Administrator by Spectmm Communications Cabling Systems. Inc.
CC Docket No. 02-6
Billed Entity Name: Riverside County Office ofEducation
Billed Entity Number: 143143
E-Rate Funding Year 1999-2000
FCC Form 471 Application Number: 148309
Schools and Libraries Division letter dated: October 3, 2003

To Whom It May Concern:

Best, Best & Krieger LLP represents the Riverside County Office of Education
("RCOE'1 in the above-referenced matter and is writing this letter on RCOE's behalf. This letter
is related to the appeal filed on or about August 30, 2004 by Spectrum Communications, Inc.
("Spectrum") with your office. Spectrum's appeal concerns the letter sent to Spectrum and

. RCOE on October 3, 2003, from the Universal Service Administrative Company, Schools and
Libraries Division ('-USAClSLD") which requested recovery of approximately $700,000 in
allegedly erroneously disbursed funds.

As background, in December 2003, both RCOE and Spectrum filed separate appeals with
USAC/SLD regarding the issues raised in the October 3, 2003 letter. On about July 6, 2004, our
office received a copy of the USAC Administrator's Decision on Appeal for Funding Year 1999­
2000 ("Administrator's Decision"). A copy ofthe Administrator's Decision is attached hereto as
Exhibit "A." The Administrator's Decision is addressed to Spectrum and states that the appeal
was denied in full, specifically finding that the factual background of this matter supported the
SID's decision and SLD appropriately valued the equipment at issue using the July I, 1999
valuation date. The Administrator's Decision explains that the Federal Communications
Commission has provided that repayment of erroneously disbursed funds will be sought '<from
service providers rather than schools and libraries because [] service providers actually receive
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disbursements of funds from the universal serviceVotpport mechanism." (See Exlnbit A at p. 2.)
RCOE understands the Administrator's Decision to provide that USAC will seek reimbursement
from Spectrum, not RCOE.

On behalfofRCOE, our office contacted a USAC attorney in Washington D.C., to verify
our understanding of the Administrator's Decision. The USAC attorney confirmed that USAC
will only be seeking recovery from Spectnml. She also indicated that she understood RCOR's
letter to ask for confirmation that recovery of the allegedly erroneously disbursed fimds would be
sought from Spectrum. as the service provider, and not from RCOE. Because RCOE's letter was
not considered a true "appeal," the USAC attomey stated that USAC/SID would not provide a
decision letter to ReOE. Because USAC confirmed our understanding, we did not pursue the
matter further.

Recently, RCOE received a copy ofSpectrum's appeal to the FCC. One argument in that
appeal requests that liability be imposed on RCOE. Spectrum argues that, if the FCC concludes
that funds were disbursed in error, then it should also conclude that RCOE "is responsible for
any unpaid monies that are the result of its not paying the non-discounted portion of the E-rate
services it purchased." (Spectrum Appeal at pp. 20-21.) A footnote to that statement requests
that, if the FCC agrees with the USAC determination, RCOE should immediately be given an
"opportunity" to pay an invoice from Spectrum for the alleged "shortfall in matching funds."
(Spectrum Appeal at fu. 39.) That is, Spectrum is seeking to shift the USAC/SLD request for
recovery onto RCOE, and to recover additional payment for itself at the same time.

This argument is the fIrst assertion by Spectrum, of which ReOE received notice, that
RCOE should be liable for the allegedly erroneously disbursed funding. RCOE denies that it is
liable for any oftbe allegedly erroneously disbmsed funding, as set forth in RCOE's letter dated
December 2,2003 to USAC/SLD. A copy of that letter is attached hereto as Exhibit "B." If the
FCC is considering taking a position contrary to that previously represented by the USAC to
RCOE and holding RCOE liable for a portion of the allegedly erroneously disbursed funding,
ReOE requests that it be afforded the opportunity to brief the issues before any decision is
reached. It would be prejudicially unfair and a denial of due process to consider Spectrum's
argument without allowing RCOE to address this issue when RCOE relied on the
Administrator's Decision that recovery would be sought directly from Spectrum.

We are aware that the appeals process regarding USAClSLD issues is an extended
process. Unfortunately, Spectrum's recent appeal to the FCC was the first time it advanced
allegations that recovery should be sought from RCOE. If the FCC detennines that additional
briefing is necessary on the issue of who is responsible for repayment of allegedly erroneously
disbursed funding, RCOE is prepared to brief the issue promptly to avoid any undue delay in
finalizing this process.

FCCAR00113

RCOE

I
ExhibitH
Page 2 of 14

--------



I (. )
LAW OFFICES OF

RF'!IT Rr;~ ~ KRIEGER UP

Federal Communications Commission
October I, 2004
Page 3

...

If your office has any questions regarding'lhis matter. please do not hesitate to contact
our office at (951) 686-1450 or via e-mail at <Rina.Gonzales@bbklaw:com>. Thank you for
your consideration in this matter.

Sin=eI:iJr/.
~-:GO=;

for BEST BEST & KRlEGER LLP

Exhibit "An - Administrator's Decision dated July 1.2004
Exhibit "B" - RCOE December 2. 2003 Jetter to USAClSLD
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INTR,oJ)UcnON

The Riverside County Office 'Of Education ("'RCOE"),pursuantto Section L 115 pfthe

Rules of the Federal 'Comm:unications 'Commission. C\Ctmunission'jlsubroits this Application

for :Review <seeking a .reversal of ·Order DA '05-498. issued Dn February 25. 2005 ~ythe

Telecommunications Aceess Policy Division.2 DA 1)5-498 'remanded RCOE File No.. SLD-

148J09and Spectrum C.ommwiicationsCabling Systems.. Inc. {'"Spectrum"), FileN0. SID-

148309, to the Universal Service Administrative Comp"atlY- eUSAC') fur further .ooasidemtian.

In its 'Order, the '1'elecammumoations Acc~ PalicyDivision found it "~pre>priate·to~d

'certain Requests -for R.eview of commitment adjustment :decisions to USAC {arfurther

consideration :consistent With 'the ·Colllmiss'ion':s deCision in the Schools and Librari.~$ Fourth

Report andDrckr" 'which simply clarifies that oreco:very ofsChools and lib.raries funds disblJISed

in violation of an appilcable statute 'Or a rule 'Should ·be directed to the >e;iltity that is responSible

forthe stamtory or rule violation.

ReOE is unfamiliar with the other matters globally :addt:essed by DA 05498.3 As

applied to RCOEand ;Spectrum,however, :the only question on remand would be which party

was r~nsible for'the ,alleged :error.in the vablation of·trade-m:equipment lhatwas accepted :by

'Spectrum, the .service provider, for the non..discounted share ofservices provided.

The Universal Service Administrative Company, SChools and Libtaiies :Olvision

("USAC/SLD" or ~'SLD") asserts the 'IU1e that the valuation 'of the trade-in equipment must be

1 47 C.F.R. Section 1.a~.
2 Requests for Review ofthe D.ecision offhe Untv.ersal Service Admini&trtitor, File·No. SLOw
148309, CC Docket 02..6, Order, DA 05-498 (reI. February 25, 2005).
JInaddition'to the RCOE .and 'Spectrum Communications 'Cabling Services,lnc.F:iles. DAOS·
49.8iusoresponds'<!o Requests fQI"Review,offhe Decision ofthe Universal Service Administrator
filed by ATEKC-onStruction, roc. - Los Angcles UBlfied School District (File No. SLO 153U05);
SBC-Illineis:and Ameritech Advanced DataServices, Inc. - Harvey Public School Distri<:t,
Harvey, Ulinois (File Np. SLD 190691); 'Southwestern :Belt Telfqilione'C:Oinp~y - Educ.atibn
Service Center- R.egion 1" Edinbw::S, Texas (FUe 'No. SLD2o.02704); Veri:zon New Jersey. Inc.
- Dar Al-Hikmah ~EtementarySchool, Pra~peet Park, New Jersey:(File No. 'SLD 310459);
"SChools and Libraries Universal Support Mech!U1ism. CC Docket.No.02~06.
RVPUBIRM0\692S4-I.5
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I
based on the fair market value .ofiheeq.uipmentand, thattheval~n date 'should'be the~tethe

service :providet took 'possessij)nof the eqUipment, but not eatlierth'an ·.the begintiing of the

.funding year. 4 Up.der this rule, USAC/SLD asserts that the trade...in equipment at issue was

ov.er-valuedbeciluse it was valued on.a date pri'Otto 1;he beginn:iqg of the fWldingyear which :in

this case is July, 1999.

Spectrum does not 'deny that it valued the equipment ~as of 'MarCh, 199~.,.a date prior to

the beginning of the funding year. ."Spectrom. has~gued ·.that it is iriherently unfair for

USACfSLD to seek re:cove.ty for :anincol'I'ect 'determination of·the v.aluation .date 'because no

program role ofFCC gUidanee;On this :issue existed. at ·the time -the tmnsaction .ocevtr-ed and the

8m neither announced .a nile nor sought guidance "from th~ FCC :on this issue uiltil four years

after the ~C.tiOil. While there may be merit to Spectrum''8 :argumentthat no recovery should

be sou~t'o~ fairness' grounds, there is no :dispute that SpootrUm -admitted being the .PlUtY-with

firsthand knowledge ()f-~'a:ctua1piecesofequipmel1t.in:question, had sup.eriorknowtedge as to

appro'pria~ fair market'value far the equipment:, and W/l$1he party 'that .dete.rmined _and assign.ed

the value to the equipment as :of.March, 1999.

USACbas .already!Confirmed.as m.uch. In its Administtator',s Decision .on Appeal "dated

july 1,2004, 'USAC clarifies it considered Spectrum's arguments "and 'denied them -in fultS

ConsequentlY,aremand is ·.unnecessary in this case both hecauseSllectrtlm.has admitted, :and

USAC has already determined, consistent with. the directi!!ln set forth in the Fourth Report ~and

Order, that Spectrum was the responsible party for determ:iOingthe value of the property at the

4 Letter from Schools :·and UbrarlesDivision, Unlversal Service AdininistIative Company
to EUi{jtt Duchon, ROP-Riverside, (Octo.ber 3. 2003) (on file with Schools and Libraries
Division, Univer.sa1 :SerVice Adminlstrative Company). A true <and rorree;tco:p-y of the
USAC!SLD letter is attached .and hereafter;referred to as :EXhibit "A."

5 Letter from Universal Service.Admiriistrative;Company, Schools'aild Libraries Diiisioh
tb Pierre Pendergrass, Spectruin CommwlicstionsOibling,:1nc. (July 1,2004){()n file with.
Schools and :Libraries .Division, Universal Service Administrative Comp_any). A true and correct
copy of the Administrator"'s Decision is attaChed '8Jld 'hereafter referred:to as Exhibit "8."
RVPUB\RMG\692.84L~
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I
·tfmeoftrade-in.

A'COOcdingly.R.COE seeks ;it :reversal of·DA 05498 and a finding that as .that Or{ier

applies 10 ReOE.and Spe:clr.uin, there is no need for USAC .toretonsid¢t the partyrespoo;o;ible

for the applicable rule violation at issue.

n. STATEMENTOFF.ACTS

RCOE.is a governmental agency which, .amo~g:pther duties, prov.idc<sfisca1 oversight for

23schaol distrietswithin Riverside County. (see Cal. Educ. 'Cede § 1OO0,et seq.) As part of

·tbiB .fiscal ovetSight, RCOE assists cQDStituent8Clronl dimicts in acqwnn.g federal and state

funding.incll;l'din;g participation.in.the .federal ··E-Rate"Progtam which provides .eligible schodls

and libraries funding and ·discountS on products .Md the C:<lsts of te1eeptnmunica:tions services,

internet access and:intemal connections.

A.ReO]?s S~Ii~it.ationfor~RatePl'oposals

RCQE formed a consertiumof its ·membersch~l districts for the purpose of·a,ppljing for

E·RatePrograin .discounts in :the 199.9~2000 fund~gy.eat. On :or OOOt1t Marcil 9, 1'999.. ReOE

filed a FonD. 476 Application with the ·SLO, whichscrved tosoJicit proposals from :prospeetive

s.ervice prowden for a:failge ·ofe&gibleB-Rate produetsandseMces.

B. Sp.eetruui's iDeterminationofthe Fair Market Value Rate

After examining existingequipmenl which RCOE conslJrtitlmmembersintendedro

tra<1k..'in to S~t:rmit for the purpose -ofpI'oviding its E-Rate matc~fun~s, SpectrUin

determined the fair market value oftheeqm;pment to be $1,813,505.83. (Letter from Pierre F­

Pendergrass, GeneralCounsel,SpeclnmlCommumcations,Cabling Inc., t.o SchoOls :and:Libraries

Division (December 2, 2003) (on file With Schools :and Libraries Division. Universal Services

A<lministrative C~mpaQy.) at 2.} Spectrum professes it calculated 'the fair market value .ef

ReOE"s ·:eqllipment based upon its C()DSid.erab1eexpertise in the purchase and sale .of new and

used teclmdlo:gy ·equipment in the Ri¥erside market. (Letter from ·Pierr.e Pendergrass, 'General

-4-
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I
Counsel, Spectrum .communications Cabling inc., to Federal. Communications Commission

{August 3@. 2004){on file with Federal C-ommunicatioDs CommissioD.) at 4).

SpeemcaUy., SpeClrum ·claims that it: fi}:had pre-vio.usly sold :and insta11e4 the speoific

'pieces ofequipment at issue; (.ii) was knowledgeable about themantler:in Whieh the equipnreDt

bad been used and ~tain.ed; (m} waslrnowledgeable ,abo.utthe lraining :and expertise :ofthe

staff who had been using the 'equipment; and (iv) mast impprtantly. haddetaU~d lm'owledge

about :the identity <ami needs ofpotential huyers of the :specifie pieces ofequipment 'in .question.

:(Letter nom. P.~niletgrass to FederalCommunications COlnJIllssion of8/3tl/04:at 4).

. C:. RCOE's Seldon ,()fSp~tnun:as its &rvic~ P:rGv'ider

After delerD';lining the fair market v.alue 'ofthe .equipment, Spe.ctnlm. then submitted a bid

prop-osal 10 the Form 410. (Letter rr9m 'P-endergrass to Schools atld Libtaties DivisioIlO'f

12102103 at 2). Spec6:um asserts :that.after carefully considering the -type, amolJ!1t and ·:condition

-af the ,equipznent held'by the RCOEconsomwn, it ileveloped aproposal that would enable the

~onsortium.members to m@t tfu:ir technolQgy plan objectiv.es while, at the ~e time. avoid a

'Cash outlay. Spectrum also asserts that RCOE reviewed .this proposal iand I01:Uld ·it to ·be the 'most

cost..effective response to 4ts F'0I1ll470. {Letter !from Pendergrass to 'Schoolsand ,Libraries

Division 'Of 12/02103 at 6).

RCOEconCW's '!bat itsdecisiQn to select Spectrum was based on·th,e fact that Spectnnn

had experience as an E"'Rate 'serviceprovider and ,had knowledge -of the specific technological

nee.ds of·thesohool districts in the consortium. More imp<:)l:tantly, the decisionwas based :00 ·the

fact that Spectrum coUnseled ReOE and the partic~pating school·districts that the districts could

trade-in, and Spectrum w{)uld accept, existing .equipment6 for the :new (:<{ui,pment.

-Because ~Spectrum 's bid .proposal wasthernost :advantageous to RCOE, RCOE filed a

Anyequipmenttraded-in was tldt'purclwed With Universiu Service.F1,mds (Le, non-E~Rate
funded;equipment.). .
RVPUB\RMG\69284l..:S
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I
Form 471 documenting RCOE's .·acceptance ·of Spectrum'·s 'pr<Qposal 1Uld its -selection of

Spectrum as its ·service plOVidex;, wbleb.·~ approved as sub.mitt~. ·Sixteenscihool -districts took

advantage ofSpootrum''S offer to ,credit ttade..m .eq.1iipmentvalut to meet some or :all -of their

identified 3JGk match obligation. 'J

D. USA'CDeterminatioD :o.fErroneo1lS FairMarket Value Rate

In Octpber 'Z001, USAC engaged .Arthur Andersen :U.p to conduct an audit whiCh was

Ul'J.dertaken With the assistanoe :af"RCOE, ,the 1lchG01.distriets -and Spectrum.. As a ·r.esult o-f the

aUQit, .Arthur Andersen LLP q,Uemlo.ned the "trade-in 1la1ue placed -GA the used .equipment.

Sp.ectmm thea ~ozm:nissioned an independent appraisal 'of the ··trade-in equipment. .Basedon the

Arthur Andersen LUP audit,and using JUly 1, 1'999 a,ppraisal values :from the a,ppmisal report, .an

oraoout o.ctOber 3, 2003, RCOE and Spectrum received a letter from USAClSLD seeking

recovery on107,S2L34 Which'represents~the difference between the equipment wde..,jn valu~ as

determined by Spectrum. and th¢ trade-in value .deter:m.ii1ed to apply under the SLD 'role that

such v.alue must be based :00 the fair tnatket value of the equipment On the date the service

I

7 The 16 school districtsareasfoUow$ (.l):Alvord Unified School District; (2) Banning
Unified ~School District; (3)CorQnalNorco Unified School·District; (4)Desert ;Sands Unme.d
SchoolDistrict; (5) tk:met Unified School :District; (6) Jurupa Unified School DiStrict; (1) Lake
Elsinore Unified School District; f'8) Menifee UnUied .Scho!llDistri<:t;"(9) Moreno Valley
Unified Schoal District; flO) Murrieta Van~:y Unified .5.chool District; (H) Palm. Sprmgs Unified
School Pistrict;<l~) P.a!o Verde Unified 'School District; (O) Perris School District; (14)
Romoland.School District; (15) Temeoula Valley Unified 'Sch~ol District; and (16) vat Verde
UnifIed School 'District. RCOEwas also 'infonne<hhat:Corona!Noreo Unlfi.ed School Districtand
Jtuupa Unified School Disttiet wol:ild :bothtmde mold eqUipmentand :makeacashpaymentto meet
their 33% matoh:amaunts. the USAC.Fun~gConunitment Decision Letter stated that-each
district would'be resppnsible for paying 3.JO/oof:the technology 'instalIation, while·the·other 67%
woUld-be 'paid ditec.Uy to the servioeptow.q:er. A true and 'coJirect C()py:ofthe USAC Fun~g

Commitment Decision Letter isattaehed.andhereafter r.efeztedto:as Exhibit "C".
9 Letter.ofRina M.·Gon2ales, Attome;y, Riverside·County Offi:ce·.ofEducation, to Schools and
Libtaries Division (December 2. 2003) (on file with Schools and Ubraries Division, Universal
Service A-dministrativeCGmpany) and Letter ofPietre Pendergrass, :GeneralCounsel, Spectrwn
CMlmunicatiQOS ·cabling Inc., to Schoolsand Libraries Division(December 2,2(03) (on file
with Schoolsand Libtaries-DiYision, Universal Ser:viceAdministratiYe Company). A tnJeand
correct CQPyofthe 'ReOE ·appealletteris attached and :her.eafter t¢fetted to as EXhibit "D.... A
true and 'correct ,copy oftheS~ttum 'appea:I tetter is attached -and hereafter referred to 85 £xhibit
..E....
RYPtlB\RMG\li9284 J.5
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pr-av.mer rook ,possession.ofthe -eq:uipment,but lloteatlierthan ,the beginni'1g:ofthefun~ year.

{See Exhibit .~").

lnthis lettei:, USAClSLDasserted that the Universal S:erviceFundlng provided to the 16

districts listed above was uerrOne0usly ,disbursed" :and providecl the .folloWing ~anati.on to

each,district:

Disbursed Funds Reoo",ery Explanation: After a detailed ,r.eview {)f
dO.cUinen1a1ion .·pertain:ing10 ibis :funding requ~st the SLDhas found that a
recovery of'elI'Oeeously disbursed funds in ·,the .ant0unt of{dollar :amount .differs
for each district~ :is required. A beneficiary audit discovered Ulal the ,service
provider accepte4ttade-in for the non~unted Sbreof sctVioes ,prorided.
Thi$ is ,pennitted un~er'the .niles of the S-ohooisand Libraries Divisien'Support
~hanism, ;as~~ equipment was not purebased withUni~'Servi~e

_Funds. The ,v.a1uation·9f'the tmde~in :.eq,uipmont il1ustbe :b:ased onthe fair;nr.n-ket
v.a:1ueof .the equipment. ·Furthertnore. 'the 'valwrtion Gate should be the 'date that
=service provider took possession of the~u.ipment. ·butn,ot earlier 'than 'the
beginning 'ofthe funding -year. The service ;prtlvidet hasprovid~ ~ independent
.appraisal .of$etrade-in equipment Using ,the July 1, :I 999 value :indicated in
that .appnU~, it was determined·that 'the 1I'ade..,in value w.as only {dollar'lUl1OUnt
<liff~s for .each district], which is {dOllar ,amount differs for eacb .district] less
than the Ron·discounted share ofldollar :amount diffi:rs for:each .district] that the
applicant 'Was obligated to ~y. :Sinc.e the applicant .did not ~v.ec [dbnar amount
Mers for each district] of1heiI'pOrtion oiSle/oharges, the c~ttespondmg!PQttion

of these .charges paid by SLD must be :recovered. At the 67 p'erpent mte of this
;request, that translates to [dollar amount··differs ·foreacB. distri.c~}. ~,a resUlt this
,amount of Id()lllU'amo~t ,differs for ~ch ·district] detetmin~ to hil.vebeen
erroneously!disbursedandmust now-b.e recov:ered. (Exhibit "Au, at pp. 5-22,)

E. Appeals ·ofUSAC !i>~t~rminatioD :tbat Fair 'Market Value,in .this:lDstan~e
Should be 'Cal~1ilated'8$ ()fJuJy 1, 19'99, asopp.4)s~d ,to M;a:reh, f99:9 ~thedate
tfS'ed by Spectrum

In December, 2003•.RCOE and Spectrum filed 'separate .appeals 10 USAC/SLD" as

tiescribedinfra. 9 'SpeetnJm appea1edthe SLD's decision on the 'gI'Ounds!hat it .was misguided

for 'iJSAC/SLD to determine that theappI:opriate 'Valuationdate fQr .wde-in:equipment is the ,date

the service provider tookpossesslofl of{he equipment but 'no earlier than :the beginning of the

funding year, or in this :case, July 1, 1999. Spectrum argued that ,an trade-i.m equipmentsla.ould

'be valued.oil Qtareiund March I, 1999,the date '})y whiCh they ~liiculated the fair mark.et value .of

the ltade-inproperty at issue in this matter. (Exhibil"E").

RVPUB\R:MO't6~284I,S
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USAC :issued an Administrator's DecisiOlJ on Appeal - Funding Year 1999~2000

('Administrator's DeciSion") oil July 1, 2004. {Letter from Universal ServIce Administrative

Company to Pier.:reF. Pender~s, -SpecmunConununica.tIons :Cabling Services, Inc., (July 1,

20(4) (on file with Universal Services Administrative '()ompany,Sc'hools and Libraries

Div.ision.) (Exhibit '"8"). The A~tor''S Decisi()D explained that Spe.c:trlJJR"s appeal was

denied in full, finding 1ha:t the factual background 'supported the SLD',s decision and 'SLD

<aRpropriately"Yahred the·:trade-i,n equipment.usjng the July t, 1999 valuation date. (EXhibit·"B").

After l'~ceiving a courtesy copy of the .Administrator's D.ecisioD, 'Counsel for RCOE

'tlomaeted counsel f-or USAC to verify .its 'understanding of the outcome .artnounced i:n the

Decision.to CallOSel for USA'Cconfirmed that USACwo'Jh! ·only be seeking recovery from.

:Speotrum. (Exhibit "F''). On Augu$t3~ 2U04, SpectrumfiJed a Request for Review::to the ·FCC

C"Spectrum Appeal #2'').1'1 After reviewing ~trom.'sRequest,RCOE sent a letter·to the F.CC

Ofli-ce 0f.the Secretary 'on OdtOber 1, 2004, ·requestin.gthat RCOEbeallowed to partiCipate in

.the-..ppeal px:ooess.ifUSA'C was considering cbanging its previous position.12

As described :abov:e, on February 28, 2005, ·the FCC lssued :a memorandwn accPI~panied

by FCC Order No. :DA 05-498 to muliiple parties, inclucfmgRCOE and specm:un,.i3 The FCC

instructed tl:Lat ReOR's October 1, 2004 letter.. which it apparently was cotlSidered 'as a "Request

for Review," :and Spectrum's appeal be Iemandedto USAC for further review consistentwith the

Fourth. Rep0tt and Urderwhidh'Serves 1"0 .clarifY :that recovery ,of schools and libraries funds

to See Declaration ofRina M. Gonzales attached ,and hereafterrefeued toes Exhibit ·"F."
l~ 'Letter from Pierre Pendergrass, Generai Counset (~pectrumCotnnlunioations Cabling, Inc., .:to
Federal :Commu:nicationsCommission (August 30,2004) (on file witbFe·deral. Communications
CommissioIi). A true and ,correct copy ofthe Spe.ctnlin Appeal #2 is attached and referred to
hereafter as Exhibit 'IG".
'/~ ·Let'terfrQIIi..Ritta M. Gonzales, Attorney, Riverside :County Office ofEducation, to Federal
Conmnmications Cotntnission~(Ootober 1,20.(4) {on file with F~eraI Communications .
Cotmni'ssion). A'trueand correct 'copy is attached and hereafterrefefl'ed to as ·EXhibit "If".
Jl A:true and .correct copy of the meptoand FCC DeciSion No..DA 0:5-49'8 is attacheu and
;hereafter referred to .as Exhibit ""'."
RVPUIi\RMG\692llil·/ ,S
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I
.disbursedib viotation ofan ~plicable s~ .or a rule .shouldbe dire¢ted to the entity that is

'reSpOnsible f«the statutory .OX' nile vi61ation.

RCOE is filing this cun:.ent Application for :Review on. the .grolUldsthat ~e

T-eleconununicatioDS A~sP.olicy :Division has commirt~d an erromrous finding ;as to <m

important o.r:materialquestion :o.ffaet. and seeks .a ,detennination that there is 110 need10 remand

this matter to USAC/SLD on t!he issue ,of what party is fespoJ:!.Sible for the sta~ry :Or tule

violation at issue, since '$pectmm :adtn:i.ts that:it 'Was .responsible fOf ·calculating the'fair market

va1ueofthe tmde-in e<t¢pment,·and USAC ha.s.aJreadyheard. and oenied :Spec.tnnn'·s ~ppeal on

the wnunds that USAC exueded its :authority ,m adopting a new .p.olicy without FC-cGU:idance

thatwould be applied rettoactivelyto Spectrtttn.

ID. QUESTIONS PRESENTED FORREVlEW

A. Whether Spectrum 'Can Be IdeJitified, WithoutFurther Consideration by
USAC,as the.Party Resp:onslb1e for the Rule Requiring'that FairMarket
Value Be·Calculated on the Date.. S~nviceP·rovidvT~Po.u~sioDof
Trade-In Equipment, ·but'Dot Earlier than the 8eginDing'or-th~Fund ¥<ear.

'The only basis uponwmch USAC 'seeks recov.ery of funds is 00 the grounds that trade-in

e.quipment was assigned an improper fair market value which led to uncovered charSesthat the

SLD now attempts to recover. While the Fourth Report aI).d Order b~ .clarified that the

USACISLD seek recovery against 'scheois when the school is responsible for the statutory or

roleviolatjon. :it is unnecessary to remand the RCOEand Spectrum files for further consideration

by USAClSLD since it is already clear thatSp.ectrum is the .sole .p.arty responsible for the

valuation.

1. Sp~tnlll1 Admits They Were the P.arty Responsible for Calculatmg
the Fair M1lrk~tValue ofTrade-In Equipment

There is.no dispute that Spectrum ~alcuIated the fair market value ·of all trade-in

eq.uipment:at issue and represented -to RCOE how this 'would detetmine :,RCOE's ~o:bligations

under the £..:Rate Progmm..1n -'fact, to support its ar-gwn.ent th~t -it was in :the :best ,:posilion to

RVPUBlRMC\M2lWU
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I
make such adetemiiBation, it btJ$:assertedbefor.e tJSAC that: "Spec.trum, ,based upon its

considerable expertise in thepu.rchase .and -sale :of new and used :tecbnologyequipment,

calculatedthe fair market value :6fRivemide·'S·trade-"ineq.mpmentas ·of March 1999.~' (Exhibit

'"0" at 1). Spectnmunay have a .fair :arguo,.et;1t that the SLD ;andUSAC .exc'eeded their ~u:tb.ority

when theyesta:blish~ a SLD Program rule re.garding ·the·tii:nh!g of fairmark4 valuations f-or

trade-in equipment to &Rate ;services that were provided years ·earlier, however, this.does not

change the fact that Speotn1m. was the .party responsible for calculating the viIue lJ[ the trade.:in

:equipment, whicllis the only.issJu: for remand.

Spectrum's ·own factual assertions. in both of its :appeals, demonstrate that it is the

:responsible patty in this matter. spectruniadmitted that it oaleulated the .fair :market value of

RCQE'seqmpmentbaSed ·upon 'its ·.previous 'experience .-and has .also ~gued :that Spe·cttum's

valuation of the e.quipment >at the time ·the parties enter.ed into their agreement in Match of·1999

was ~ubsequent1y ·sub$uitiated:b", an independent third1larty appraisal. (SeeExhibit "6" at oj., 4,

6, 7, 9. 10, 1-9; see also Exhibit ··E" :at 2, 3, 5, 6. g, 9). These direct admissions are significant;as

USAC'ssolereason fOl' seeking -reeov¢tyoraIlegedly erroneous disbursed monies -is due tQ the

tin:iing:ofthe valuatiOI1.

Spettruin has also freely stated 'that its fair market valuation created .the best proposal for

RCOE. As an exp:erienced technolqg>, .serVice prov.ider, Spe:etrtun B:SSisted the districts in

deterrri.i.D.ingwhattechnology was rceqw.~,pr~videdpricingfor tbattecbnolQgfa5 a Califo~a's

Multiple Award Schedule (CMAS) ·vendor, and provided wh.at -it n:presented to bl; the fair

market vaiue ofatltrade-1n equipment.

Given the v.ery short time frame available to ;proceed with the project for ·the school

districts~ 'ReOE and the schoolrlistricts relied on SpeCtrunl's experience implementingrhe

district's tecbp.ology goals, awareness otthe district's existing technalogy, knowledge 'ofthe fair

market value of,that technology, -andevalJIntion of district 'needs regarding upgrades. Spectrum

RVPUBIRM0f69i234I.5I .-ao
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I
was selected llY ReUE t@ bet1reserVice provider in pittt :due tQ Speetrum~soounseJ thal ·the

sc.hpoldistriets could ,trade.-in, and Spectrum would accept existin.8 equipment foc the new

.equipment,and that-based upal'l the fair .marlc:et value they&tentiinecL sach trade-im would meet

some or mt.of theirrequir-ed 33% mat9b·obligation.

ReOE .also ·relied on Spe.ctruni's knoWledge :and 'representations as to the value of the

trade~in .equipment when -they made their ultimate decisions as to what newell~pmeot to

:purchase .and when they. determined the ·additional fuil~ ·if~y, that ~ilecessary to·see~

-that ·eqUipment. Finally. RCOEcelied '01'1 the infonnation .provided by Spectnuil ID.'ptepMng the

access to ,311 resources necessaryto.pay·the discounted:char:ges for;eligible services.

2.USAC Bas Already consiaeI1:dSp~·rum"s ·ArgumeIrtJ Supporting its
Position:as'to Why $peetnJm~8Fair Market"Value OllcldatioD 'shQJdd
beuphcld .

The r.equest for teman14 set f:()rth 'mBA Order No. 05-498. is notn~ with r.espect

to the present ease '~!JSe USAC has 'already be~ ·afforded -an opportun1ty"to 'pass o~ theissuc

of whic'hparly is responsible in this case. USAC's -deeision fumly rejects all of Spectrum'-s

arguments and found that .Spectrum was the responsible p~. Specifically. USAC hasalteady

e\f~uated tihe merits ·of ,spect.r:Um"·s arguments and -concluded that Spectrumvioiat.ed the US,AC

Pr-ogram rule .that thevaluatiooof trade-in ,equipment must be based on the .fair market value of

the ;equipment, Md that the :vaJuation date 'shouldbethe date the service pr-ovider itbok possession

o-f'fue .equipinent,but not eadier than the begilining ,of the fund year. -£;ExtUbit4<A''). USAC

{:.dncluded that :Spectru:m violatedthisruJe 'be,,~nl$eSpcctrumvalue.d the·trai:le~in equipment prior

to theCQrnmencement Qf'the fundi~year;and prior ro1he time Spectrum took 'Possessiom 'ol1he

equipment. (S:eeExh1bit "S").

The Administrator's Decisi(jn carefully considered theaI!gumeilts advanced .by Sp'ectrwn,

includi~g the foUewing; 0 )Sp~trum ',s assertion that "'the SLD deter:mination in .this roatteris

.RVPUBIRM"G\6928~1.5

-11-

I ~ FCCAR00126



I
misguided andSLDSbouIdceaseits :attempt torec/)ver fundsdisb.ursed"; (2) SpeCtruin~s

argument 5ta~g <'that it is 'inhereIitlyunfair to 'seek ~covery from Spectmm. for an incorrect

determination 'of Jhe vQuation :date~ ,no progratn rule of FCC gUidance on this issue

existed ·at the time the transaction :eCCU1'I'ed"; -(3) Sp:ectnmi·~ 'as'semon that "although the

independent aPPJ"l!.isal .S.peet:rum.provided did ·v.ahre equip.m~nt ,in the amounts indicated in the

[Recovery of Erroneously Oisbursed Funds] 'Letter" thisap~ is :not more ,authoritative that

Spectnml'sopinionbecause S:pectrtun had first hand kno.'Wledge ouf the actl,lal piec:es ;6f

·~uipttl.ent in qUestiori'~;,and{4) Sp.ectrunfs further claim that""the [independent] appraisal is Jess

'reliable than .g~';s opinion"~ the time .it tecei:ved. the :equipment because ·tbe 'appraisal ;is

based upQn information ·that is almost four .¥ears 01d.~' (See' £xhibit ·'B").1b.e A-dniinistrat@r

cited toallo-fthese m;gmnents," its review ,of the appeal letter and Televant-dotm"menta'tion, ,and

stiH found that the facts supported·the :SLD~s decision to seek recovery for the sUbject funds.

@.).

After rotlSide.ring these arguments, the Administrator still :reasoned that Spectnlm~s

valuation date vi1>'lated ihe Program rule., as '1he lrade~in &ilount was based on the ·v.alue of the

equipment at the 'time 'of the '.contract" which was 'before :the start of:the.funding year and ;sevetal

months before Spectrum was :Set 'to take 'pessessiuncif the ·equipl1lent." (Exhibit "S"). Fwthet,

the cleoisionalso pointed .out that ..a1thoughthe :agreement wasex~outed mMarch 1999, the

.equipment-was no.t:transferreduntil.after tIre start ofthe 'Funding Year:"@.) The Admiriistrator

'conCluded that '''it fwasa~ppropria:te fo-r SLD to value the equipment·as of July 1, 1999.~' (14.)

The AdminiStrator also emphasized 'that USAC must make$! ·efIort to.ensure that there is "no

waste, fraud and abuse.'" @.)

;t The o-nly -entity addressed by the VSAClSL1) was Spectrum.

RCOEfinds it ,si,gnificant that this ,decision, w~·.theonJyr~ponseprovided to t~ lett-ers

·of appeal, filed hy RCQE .and·Spectrum, ,separately, on December 2,2003, {See Exhibits"D". .

'RVPUB\RMG\692841,5
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I
Pendexrgrass_, with a -courtesy copy was provided to both RCOE :and RCOE's legal (I()Wl$~1.

(Exhihit "B".)

ReOB, however, did not simply rely on the h())diqg pr-ovided in the AdmiJiist;rator~s

Decision. Upon re:ceipt of the Administmtor's Decision. RCOE's -kyat COQ1lSe1 :cpntacted a

USAC attorney to CGtlfitm USACs p~lsitionthat it-would not'Seek~veryfrom :RCOE be.cause

ithad :determUmd.-Spectrum to be the :responsiblePar(:y, &ld whether Re-OE would be required to

participate in ':Iny further "@pea!s. {Gonzales Decl. , :2.) ReOE was IDfottned :by a USAC

_attomey 'that RCOE~s December 2, 2003 letter wasnQt considered 'a ·true "\appeal" $ it had

requested confirmation that recovery would be sought solely froIll Spectrum. (lii.; see:also

Exhibit "8" :at pp. 2:and 7) MoreoveJ:~theUSAC attorney;s.tat~d-tbat USAC -would notprovide.a

dec-ision letter to RCOE. .ad,) Thus, white USAC h8!i the opporturiity to review A letter :of

-appeal from Spectrum, JlS well 'll"S_RCOE, it determinedJbat itsl'tdingwould-apply to :Spectnn:n as

the re~n~bleparty. This d~cision:effective~y dismissed RCoE Hom the dispute.

4. The Cbrifica:noo Set fortbio the Schnob and Libraries Fourtb
Re.portand Order Does Not Alte.r USAC's Previous -C~n~lusion that
Sptctnnn is the ~espoilsiblePal1Y in th~Matter.

ThroQgh Order -DA -OS-498,the Teleoommunicatio.ns Access Policy Division 'Fettlanded

RCOE File No. SLD-148309 .and -Spectrum CGmmunicatioIl$ Cabling -Systems, Inc.

("Spectrum"), File No..SLD-148309. since USACmay now CODSid~r the fact that recovery 'of

-schools -and Hbnuies funds disbursed in -violation of anappHcable statute 01" :ruIe caB be -soUght

ft~m schools aqd libraries. However while the Fourth Report and Order clarifies this with more

specificity, such :ap0Iicy is essentially just an :extensionofUSAC'5 practice 'lili'eady inexistence

of :hokiing the :party that -has 'COmmitted the statutory or rule violation '00 resppusib-Ie. For

example. when USAC hasfouod that ,a scbooJdistricthas net followed. therequired.competi-tive

b-idding -processes,or :has failed wmake a bona fide request forserv:iees, or has failed in its

RVPUB\RMG\692841.5
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I
responsibility to ensure that the :service -provider it 'h8d ,contracted 'with was 'indeed a

telecommunications ~roVider whose ,status as a telecommunications provider wo.uldb~e

appr~priatelyreflected itt its '~1icati()Ii mttteri3:Js, then in :those situati-ons, 'schools districts ,can

be denied funding because ~ifically .they~ave violated the role reqUicin$ .$och a pc~cess to be

followed. J4

Noncof these .polXmtlgl rule vioimlODS for which scbooldistriets are r~s'p(}nsible are

currently before ,the USAC. Hete~ 'the .o.uly rule :at:issue is SLD':s hogram role that trade-

in ,.eqUipment ,must be valued ·at the time ·the.equipment changed hands ·Of ,on'the first·date ofthe

applicable E..R,ate funding year. RCOE ,had no .involv:ement with the deteonmauon 'Oftbe fair

market value, '3S this 'Was within. the sole responsibility ofSpeetnun.

lV. CONCLUSION

'For these .reasons, RCOE respectfully requests that the FCC teVerse DA 05-498 aiId find

that, Spectrum's :own cContentiQn5 'On appeal,as wen as 'the USAC Adminimator'''s <collectiv..e.y

have already ,determined that Spectnnnwas ·:theparty :responsible for the rule violation at issue.

Dated: April 26, 2005 BEST BEST&'KlUEGER:LLP

,~/m.
By-;.· .

.John· . Brown
CatQy 'S. Holmes
lUna M.Goo:z81es
Attom~y:s for Riverside 'COWlty
Office ofEdu~ation .

14StleRequest for Review ofthenecisionofthe Universal Service Administrator by Pezan Hills
School District Pitt$.burgh,Pennsylvania. Federal-State Joint Board 'On Universal Service.
Changes 1{) the Board of Directors of the NationalExchange Carrier Association, Inc., Fiie No.
Sill 174'8Ql.CC Docket Nos. 9.6-45 ,and·97-:2l. Order, DA Q2-!85 ('cel. January 14:. 2002). See
&$0 Request for ReviewofDecisioos ofthe tJni~exsalSer-vice A~sttator by MasterMind
IntemetServ.iccs, Inc.. Federal-State Jo.Jnt Board On Univ.ersal Service, .SPIN-141006149, .CC
Docket No. 96-4$, Order, FCC DO-167, (rel. May 23, 2000j.
:RVPUB\RMd\69284I.S
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rage I Vl

Price, Jo~n,

From: Ed Fal~owifz (efalkowitz@tlOiversaberviee.org). .

To: 'Price, John' ...

Cc: Robert River.( Geo~eMcDonald

SUbl41~t: RivetSide (Bell 143743) FY 1999 ~ Equipment Traded-In

We have received guidance from the FCC'reganrlilg trade;';n values. Thelriguidance ~·thal ltie presumption is It!at equipment
,traded-In had,a useful life of 3·ye~rs when osig~IJy purchas~d~ ~t.thQ value of the equipment declines Itt a'straight Une '
basis. This Is arebuttable presumption and SLD is to consld~ evidence toj$UP~ ~ different fair market varue~ In-the C<lse of ,
th~ equipment"purchase~ by Riverside.County ( BEN 143743) lot funding ~r 1999, this guidance is' arialyZed on the attached
spreadsheet I would appreciate your review ofthe' ~ttae;hed. Let me.knov.a in the'next couple of.days !' you have any_comment
on tne analysis. ~ISO. let m~ know if you have any additional evidence to'$~pport tfle.lairmarket value of the equlp~entother.
thO)n what you have already sClpplied. .

Tl1anks.

Ed Falkowitz
Schools and libraries Division .
Phone: 202-263-1620
Fax:202-77~80

-,

lO/14nOO1,

RCOE
ExhibitG
Page 75 of76'
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