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This is an appeal from a decision by the Schools and Libraries Division of the USAC.

1. Post Audit Commitment Adjustment Letter Appealed
Form 471 Application Numbers:

(a) 2005:
474948
468411

(b) 2006:
511551
511389
510116
520711
5I 1450

Funding Year :
BiIIed Entity Number for district:
Date of Commitment Adjustment Letter:
Date of Appeal:

200512006
126878
March 11, 20 IOlMarch 12, 2010
May 5,2010



(2) SLD Contact Information
Currie Sutton
Durham Public School District
27600 Chagrin Blvd., Ste 260
Cleveland OH 44122
(216)514.3336

(3) Funding Request Numbers Appealed

(a) FY 2005
1291358
1310175
(FRN 1291358 is for an adjustment to the free and reduced discount; FRN
1291358 results from an adjustment to the lower discount rate due to a lower free
and reduced amount.)

(b) FY 2006
1406880
1404228
1310175
1433277
1433429
1433214

(4) USAC's Reason for Post Audit Commitment Adjustment Letter

(a) FY 2005
1291358 "···the funding commitment for this request must be reduced by
$35,574.72. On the original Fonn 471 the applicant was approved at a 71 percent
discount. FCC rules indicate that the level ofpoverty shall be measured by the
percentage of the student enrollment that is eligible for a free or reduced price
lunch under the national school lunch program or a federally -approved
alternative mechanism. During the course of an audit it was determined that the
applicant is only eligible t receive a 63 percent discount. ·"Durham ·"used the
NSLP data for detennining poverty level. Lunch program applications were
provided to each student. For schools that had over 50 percent of the lunch
program applications returned, the school treated these under what the e-rate
tenned the "survey method". "·results were used to project a percentage of
students eligible for free or reduced price lunch by computing a percentage
applications to total applications received and applying that percentage to the total
enrolled students. Aside from being an incorrect application of the alternative
mechanism, i. e. survey, for detennining poverty levels, the calculation used by the
school skewed the results to achieve a higher poverty level as only families
wishing to apply for the Free and Reduced Price Lunch Program responded to the
applications sent from the schools"·". Funds to be recovered:
$34,004.91ExhibitA

2

b·JII , i.



,

1310175 "···$2,385.50 in funds was improperly disbursed for this funding
request. ····it was determined that funding was provided for ····ineligible
items····. Exhibit B

(b) FY2006
1406880:'···the funding commitment for this request must be reduced by
$7,747.20. On the original Form 471 the applicant was approved at a 69 percent
discount. FCC rules indicate that the level ofpoverty shall be measured by the
percentage of the student enrollment that is eligible for a free or reduced price
lunch under the national school lunch program or a federally -approved
alternative mechanism. During the course of an audit it was determined that the
applicant is only eligible t receive a 63 percent discount. ···Durham •• ·used the
NSLP data for determining poverty level. Lunch program applications were
provided to each student. For schools that had over 50 percent of the lunch
program applications returned, the school treated these under what the e-rate
termed the "survey method". ···results were used to project a percentage of
students eligible for free or reduced price lunch by computing a percentage
applications to total applications received and applying that percentage to the total
enrolled students. Aside from being an incorrect application of the alternative
mechanism, i.e. survey, for determining poverty levels, the calculation used by the
school skewed the results to achieve a higher poverty level as only families
wishing to apply for the Free and Reduced Price Lunch Program responded to the
applications sent from the schools· ••". -0- funds to be recovered since Durham
did not use the committed amount. Exhibit C

1404228 "···the funding commitment for this request must be reduced by
$21,462.48. On the original Form 471 the applicant was approved at a 69 percent
discount. FCC rules indicate that the level ofpoverty shall be measured by the
percentage of the student enrollment that is eligible for a free or reduced price
lunch under the national school lunch program or a federally -approved
alternative mechanism. During the course of an audit it was determined that the
applicant is only eligible to receive a 63 percent discount. •• • Durham •• ·used
the NSLP data for determining poverty level. Lunch program applications were
provided to each student. For schools that had over 50 percent of the lunch
program applications returned, the school treated these under what the e-rate
termed the "survey method". ···results were used-to project a percentage of
students eligible for free or reduced price lunch by computing a percentage
applications to total applications received and applying that percentage to the total
enrolled students. Aside from being an incorrect application of the alternative
mechanism, i,e. survey, for determining poverty levels, the calculation used by the
school skewed the results to achieve a higher poverty level as only families
wishing to apply for the Free and Reduced Price Lunch Program responded to the
applications sent from the schools···". -0- funds to be recovered since Durham
did not use the committed amount. Exhibit D
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1433429,,·..the funding commitment for this request must be reduced by
$5,040.00. On the original Form 471 the applicant was approved at a 69 percent
discount. FCC rules indicate that the level of poverty shall be measured by the
percentage of the student eruollment that is eligible for a free or reduced price
lunch under the national school lunch program or a federally -approved
alternative mechanism. During the course of an audit it was determined that the
applicant is only eligible t receive a 63 percent discount. "'Durham "'used the
NSLP data for determining poverty level. Lunch program applications were
provided to each student. For schools that had over 50 percent of the lunch
program applications returned, the school treated these under what the e-rate
termed the "survey method". • "results were used to project a percentage of
students eligible for free or reduced price lunch by computing a percentage
applications to total applications received and applying that percentage to the total
eruolled students. Aside from being an incorrect application of the alternative
mechanism, i.e. survey, for determining poverty levels, the calculation used by the
school skewed the results to achieve a higher poverty level as only families
wishing to apply for the Free and Reduced Price Lunch Program responded to the
applications sent from the schools"'''. Exhibit E

1433429""'$739.99 in funds was improperly disbursed for this funding request.
• '''it was determined that funding was provided for ....ineligible items···· .
Exhibit F

1310175 ""·the funding commitment for this request must be reduced by
$15,012.48. On the original Form 471 the applicant was approved at a 71 percent
discount. FCC rules indicate that the level ofpoverty shall be measured by the
percentage of the student eruollment that is eligible for a free or reduced price
lunch under the national school lunch program or a federally -approved
alternative mechanism. During the course of an audit it was determined that the
applicant is only eligible t receive a 63 percent discount. "'Durham '''used the
NSLP data for determining poverty level. Lunch program applications were
provided to each student. For schools that had over 50 percent ofthe lunch
program applications returned, the school treated these under what the e-rate
termed the "survey method". '''results were used to project a percentage of
students eligible for free or reduced price lunch by computing a percentage
applications to total applications received and applying that percentage to the total
eruolled students. Aside from being an incorrect application of the alternative
mechanism, i. e. survey, for determining poverty levels, the calculation used by the
schOOl skewed the results to achieve a higher poverty level as only families
wishing to apply for the Free and Reduced Price Lunch Program responded to the
applications sent from the schools"'''. Exhibit G

1433277 ,,·..the funding commitment for this request must be reduced by
$7,920.00. On the original Form 471 the applicant was approved at a 69 percent
discount. FCC rules indicate that the level of poverty shall be measured by the
percentage of the student enrollment that is eligible for a free or reduced price

4
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lunch under the national school lunch program or a federally -approved
alternative mechanism. During the course of an audit it was determined that the
applicant is only eligible t receive a 63 percent discount. •• ·Durham ···used the
NSLP data for determining poverty level. Lunch program applications were
provided to each student. For schools that had over 50 percent of the lunch
program applications returned, the school treated these under what the e-rate
termed the "survey method". ···results were used to project a percentage of
students eligible for free or reduced price lunch by computing a percentage
applications to total applications received and applying that percentage to the total
enrolled students. Aside from being an incorrect application of the alternative
mechanism, i. e. survey, for determining poverty levels, the calculation used by the
school skewed the results to achieve a higher poverty level as only families
wishing to apply for the Free and Reduced Price Lunch Program responded to the
applications sent from the schools···". -0- funds to be recovered Exhibit G since
Durham did not use the committed amount. Exhibit H

1433429 "···the funding commitment for this request must be reduced by
$5,040.00. On the original Form 471 the applicant was approved at a 69 percent
discount. FCC rules indicate that the level of poverty shall be measured by the
percentage of the student enrollment that is eligible for a free or reduced price
lunch under the national school lunch program or a federally -approved
alternative mechanism. During the course of an audit it was determined that the
applicant is only eligible t receive a 63 percent discount. •• ·Durham •• ·used the
NSLP data for determining poverty level. Lunch program applications were
provided to each student. For schools that had over 50 percent of the lunch
program applications returned, the school treated these under what the e-rate
termed the "survey method". ···results were used to project a percentage of
students eligible for free or reduced price lunch by computing a percentage
applications to total applications received and applying that percentage to the total
enrolled students. Aside from being an incorrect application of the alternative
mechanism, i. e. survey, for determining poverty levels, the calculation used by the
school skewed the results to achieve a higher poverty level as only families
wishing to apply for the Free and Reduced Price Lunch Program responded to the
applications sent from the schools···". Exhibit I

1433214"···the funding commitment for this request must be reduced by
$11,736.00. On the original Form 471 the applicant was approved at a 69 percent
discount. FCC rules indicate that the level of poverty shall be measured by the
percentage of the student enrollment that is eligible for a free or reduced price
lunch under the national school lunch program or a federally -approved
alternative mechanism. During the course of an audit it was determined that the
applicant is only eligible t receive a 63 percent discount. •• ·Durham • "used the
NSLP data for determining poverty level. Lunch program applications were
provided to each student. For schools that had over 50 percent of the lunch
program applications returned, the school treated these under what the e-rate
termed the "survey method". ···results were used to project a percentage of
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students eligible for free or reduced price lunch by computing a percentage
applications to total applications received and applying that percentage to the total
emolled students. Aside from being an incorrect application of the alternative
mechanism, i.e. survey, for determining poverty levels, the calculation used by the
school skewed the results to achieve a higher poverty level as only families
wishing to apply for the Free and Reduced Price Lunch Program responded to the
applications sent from the schools···". -0- funds to be recovered Exhibit G since
Durham did not use the committed amount. Exhibit J

1433214 " ••• 843.89 in funds was improperly disbursed for this funding
request···· it was determined that funding was provided for ••• ineligible
items···" Exhibit K

(5) The USAC'auditor's incorrectly analyzed Applicants Data

Durham did precisely what FCC and USDA rules permit.

The FCC Regulations Governing Discount Calculations provides in relevant part:

PART 54_UNIVERSAL SERVICE--···
Subpart F_Universal Service Support for Schools and Libraries

Sec. 54.505 Discounts.
(a)··· ••• •••
(b) Discount percentages. The discounts available to eligible schools and libraries
shall range from 20 percent to 90 percent of the pre-discount price for all eligible
services provided by eligible providers, as defmed in this subpart. The discounts
available to a particular school, library, or consortium of only such entities shall
be determined by indicators of poverty and high cost. (l) For schools and school
districts, the level of poverty shall be measured by the percentage of their student
enrollment that is eligible for a free or reduced price lunch under the national
school lunch program or a federally-approved alternative mechanism. School
districts applying for eligible services on behalfof their individual schools may
calculate the district-wide percentage of eligible students using a weighted
average. For example, a school district would divide the total number of students
in the district eligible for the national school lunch program by the total number of
students in the district to compute the district-wide percentage of eligible students.
Alternatively, the district could apply on behalf of individual schools and use the
respective percentage discounts for which the individual schools are eligible.

••• ••• ...
Sec. 54.505 never states that NSLP applications can not be used as a survey.

There is no FCC Report and lor Order that states NSLP applications can not be used as a
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survey. Actually, the Form used by Durham attempts to discern an actual count of

students eligible for free/reduced meals as required by the FCC in DA 01-588, Rei March

6,2001.

The seminal FCC Report is Federal-State Joint Board on, Universal Service, CC

Docket No. 96-45, Rei: May 8, 1997, Para 510 states, in relevant part:

••• a school may use either an actual count l of students eligible for the national
school lunch program or federally-approved alternative mechanisms to determine
the level of poverty for purposes of the universal service discount program.
Alternative mechanisms may prove useful for schools that do not participate in
the national school lunch program or schools that participate in the lunch program
but experience a problem with undercounting eligible students (e.g., high schools,
rural schools, and urban schools with highly transient populations). Schools that
choose not to use an actual count of students eligible for the national school lunch
program may use only the federally-approved alternative mechanisms contained
in Title I of the Improving America's Schools Act, which equate one measure of
poverty with another. These alternative mechanisms permit schools to choose
from among existing sources ofpoverty data a surrogate for determining the
number of students who would be eligible for the national school lunch program. 2

The Federal-State Joint Board stated in Para 567

••• we seek to minimize the administrative burden on school districts." The FCC
stated "[a]lternative mechanisms may prove useful for schools that do not
participate in the national school lunch program or schools that participate in the

I The actual count issue is not a simple concept as seen from a draft "SA 9-1, Policy
210.18-03", issued by the USDA. It states, inpart, "[t]he "Actual" column only differs
from the "Estimate" column in that the "Actual" column takes into account the days in the
review month when students were not yet enrolled in school or had withdrawn. To arrive
at this number, the reviewer would have to add the calendar days each student was
enrolled to arrive at the total maximum number oflunches reported in line 3. The
"Estimate" column estimates this number by simply multiplying the number of students
by the number of serving days, ignoring the fact that some students may not have been
enrolled all month. The "Estimate, column was provided to lessen calculations done by
the reviewer." Exhibit L

2 34 C.F.R. § 200.28(a)(2)(i)(B) . Under this regulation, enacted pursuant to Title I of the
Improving America's Schools Act of 1994, private schools that do not have access to the
same poverty data that public schools use to count children from low-income families
may use comparable data "(I) [c]ollected through alternative means such as a survey" or
"(2) [f]rom existing sources such as AFDC or tuition scholarship programs." 34 C.F.R. §
200.28(a)(2)(i)(B)(l) and (2) . •••

7
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lunch program but experience a problem with undercounting eligible students
(e.g., high schools, rural schools, and urban schools with highly transient
populations).

FCC Report is Federal-State Joint Board on Universal Service, CC Docket No.

96-45, Rei: May 8, 1997, Para 510 The objective appears to not administratively burden

schools and to promote E-rate, that is getting funds to needy schools, while having an

actual count of eligible students.

Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Rei, May

8, 1997, does not state that NSLP can not be used as a survey.

In DA 01-588, Rei March 6, 2001, "... the (FCC] clearly held that schools that

do not use a count of students eligible for the national school lunch program could use

only the federally-approved alternative mechanisms contained in Title I of the Improving

America's Schools Act, and that all of these mechanisms, while looking to other indices

of poverty such as participation in tuition scholarship programs, still rely on 'actual

counts of low-income children. '"

The method used by Durham produces results within the parameters established

by the FCC for eligible low-income children. This is demonstrated by Durham's NSNP,

or survey, sent to all household's within its school district.

The survey must be sent to all families whose children attend the school. The

survey must, at a minimum, contain the following information:

Name of the family and students
Size of the family
Income level of the family

Following is the actual Forms sent by Durham to all families in the district whose

children attend Durham.
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These Durham Fonns generate an "actual count." Please note that income data

is demanded and provided. Durham's Forms are no different than the NSLP Form

which is used for an actual count. To expect that All forms will be returned, no matter

how labeled, is unreasonable.

Below is an NSLP Form for 2005-2006.

9
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This is a recommended Application published in 2005 by the USDA for use by

.schools like Durham to detennine eligibility for Free and Reduced Price school meals.

Part • • s. • - .- ..... ,
~.....ot.. cIIn..... '. school ~.~'='~:~F ....*~_l._>:...~lM.... In.........t\ me I"",..

Part 2. If tb.child you ..i1pp1yingfor is hOlMIItu~migrant. or iI nmaway chMlttMa~box and call £YDur
_b....... lbison.mia'........._oIDbo..lI· _ 0 lAu-ontO _. 0
P 3. Child
If&hIs. appbtiDn is. for .adIid who is h IqIl rRPClftSIbia,<If a WIlIIfara ~pncy or oourt.. check tb1s. bo« C iiI1d iller! list the
~of1Mchilcf~penou\\lH mcntN.y WIofM.: $ .so;,. .........
>rt4. otat' ousetlo ross come- 011 must usbDwmuchii often

I~=..._...n.......wl"..~ ".-."" •1.-' : • /ftNtHl OfltI".et ~f ......
11.011_;'- e'l'JlIngIfIm MIll we~.~11 PllmiIaQ, .'JlO
IIIID1HIldkI bIftl,.~ SOCIII SH.l A11'other klCarw ...-
::-~ "'tooiw"k'" :lI§f'Vweektr $lootmM'tbIr • f 0

I I ~- I I i S~ CI

S J S I I J $ I 0

$ J 1$- I $ J $ I 0
$ I I I $ I I I 0
$ I S I I~ $ I 0
1 I S--.-J 1------1. I I 0

1 I S I L-I $ I 0

1 I ~- I $ I I I 0

ClneAfiFlloolionporH__JuJyl.2lm

FREE AND REDUCED PRICE SCHOOl MEALS FAMILY APPLICATION

http://www.jns.usda.gov/cnd/Application/2006_Application.pdf
If there was any confusion or misunderstanding as to whether the NSLP

Application could or could not be used as a "survey", there was an opportunity to clarify

the matter inDA 06-1907 Requestsfor Review ofthe Decision ofthe Universal Service

Administrator Academia Claret, Puerto Rico, et al., CC Docket No. 02-6, Released:

September 21, 2006. Once more, the FCC did not state that NSLP can not be used as a

survey.

Durham did exactly what Federal Government rules pennitted. See also,

Alternative Discount Mechanisms Fact Sheet - Schools & Libraries (USAC),

http://www.sl.universalservice.or1!/reference/alt.asp.11/8/2005

12



The federally-approved alternative mechanisms specifically outlined in the Code of

Federal Regulations is Title 34- Education in Subpart A - Improving Basic Programs

Operated by Local Educational Agencies - under section 200.28 Allocation of funds to

school attendance areas and schools.

This is the text that actually outlines alternative mechanisms [(1) ...alternative

means, such as a survey; or (2) for existing sources such as AFDC or tuition scholarship

programs...] emphasis added.

NSLP can be used as a survey! The NSLP is a survel!

Durham's NSLP "application" meets the "survey guidelines."

Survey Guidelines

If a school chooses to do a survey, the following guidelines apply:

a. The survey must be sent to all families whose children attend the school.
b. The survey must attain a return rate of at least 50%.
c. The survey must, at a minimum, contain the following Information: Address of
family Grade level of each child Size of the family Income level of the parents
d. The survey must assure confidentiality. (The names of the families are not
required.) http://www.s/.un/versa/service.or1 !/reference/a/t.asp 11/8/20054

USAC guidelines permit "projections" based on Durham's survey "application".

The guidelines provide:

•••

7. Projections based on surveys

••• •••

lSurvey means a formal or official examination of the particulars of something, made in
order to ascertain condition, character, etc.; a sampling, or partial collection, offacts,
figures, or opinions taken and used to approximate or indicate what a complete collection
and analysis might reveal"·Dictionary. Com
4 The USAC Fact Sheet was subsequently modified on June 21, 2007 to state that
NSLP could not be used as a survey, [Emphases added] First, Durham's FCC 471
applications are governed by the USAC Fact Sheet 2005 posting, and second, adding the
NSLP application prohibition to the June 21,2997 Fact Sheet is meaningless since it is
not an FCC regulation.
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If a school has sent a questionnaire to all of its families, and if it receives a return
rate of at least 50 percent of those questionnaires, it may use that data to project
the percentage of eligibility for E-rate purposes for all students in the school. For
example, a school with 100 students sent a questionnaire to the 100 homes of
those students, and 75 of those families returned the questionnaire. The school
finds that the incomes of25 of those 75 families are at or below the lEG for
NSLP. Consequently, 33 percent of the students from those families are eligible
for E-rate purposes. The school may then project from that sample to conclude
that 33 percent of the total enrollment, or 33 of the 100 students in the school, are
eligible for E-rate purposes. Alternative Discount Mechanisms Fact Sheet
Schools & Libraries (USAC),
http://www.sl.universalservice.or1!/reftrence/alt.asp.11/8/2005

Both the NSLP Application and survey methods are "projections," i.e., how many

students are eligible for free and reduced meals, or who meet the Income Eligibility

Guidelines of the National School Lunch Program, or "actual count."

Income Eligibility Guidelines of the National School Lunch Program (NSLP)
Application (Actual Count) versus Survey Issues

The Federal-State Joint Board Universal Service on CC Docket No. 96-45,

Recommended Decision, Adopted: Nov 7, 1996 Rei: Nov 8, 1996, stated, in relevant part

that:

564.To minimize any additional recordkeeping or data gathering obligations, we

seek the least burdensome manner to determine the degree to which a school or library is

economically disadvantaged. ····We recognize that poverty data is also an"·accurate

gauge of economic disadvantage, and that EDLINC's proposal for calculating the level of

discount for schools and libraries takes affordability into consideration. .. ·we remain

open to the approaches that may also prove to be both minimally burdensome for schools

••• and accurate measures of economic disadvantage. • ••

... ...
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567. • u we seek to minimize the administrative burden on school districts. That
is, we do not seek to impose unduly burden some reporting and accounting
requirements on school districts, but we also seek to ensure that the individual
schools with the highest percentages of economically disadvantaged students may
receive the steepest discounts. • .. Therefore, we recommend that the district
office certify to the administrator and to the service provider the number of
students in each onts schools who are eligible for the national school lunch
program. We recommend that the district office may decide to compute the
discounts on an individual school basis or it may decide to compute an average
discount. We further recommend that the school district assure that each school
receive the full benefit of the discount to which it is entitled. [Emphases added]

••• ... •••
See also, CC Docket 96-45, Rei, May 8,1997, Para 510, adopting the Federal-

State Joint Board Recommendation regarding number of students eligible for NSLP

discounts.

The USAC seeks to increase the administrative burden on Durham by its

arbitrary, unreasonable, and unlawful imposition of an additional burdensome

requirement. That is, the USAC's method does not allow Durham to use the NSLP as a

survey when in fact it is a survey. If a comparison is made between NSLP Application

and Durham's methodology, the requested data arrives at the same destination that is

actual count.

Assuming, arguendo, the USAC is correct in stating that NSLP Applications

cannot he used as a survey, this is unreasonable since the FCC is the only administrative

body that can issue such a regulation with the effect of law, The policy behind USF for

schools is to "assure that each school receive(s) the full benefit of the discount to which it

is entitled." Federal-State Joint Board Universal Service on CC Docket No. 96-45,

Recommended Decision, Adopted: Nov 7, 1996 Rei: Nov 8, 1996, Para 567 The USAC,

15
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by its unilateral policy which has evolved into a rule, seeks not only minimize that

entitlement, but to create an additional administrative burden.

If the issue is E-rate waste, fraud and abuse, there is no evidence that it exist at

Durham. If the issue is, as the FCC has stated, to calculate the greater discounts on

telecommunications and other covered services for economically disadvantaged schools,

then Durham's funding should be approved at the higher discount rate. If the issue is

extrapolation, Durham has demonstrated that its methodology resulted in an "actual

count." Alternative Discount Mechanisms Fact Sheet- Schools & Libraries (USA C),

hllp://www.sl.universalservice.or I !/reference!alt.asp, IIIB/2005

The second aspect of this appeal involves "ineligible services". Since the

discount rate was improperly reduced, the FRNs that were adjusted due to ineligible

services were disallowed at the lower, improperly reduced, discount rate. Applicant's

data substantiated at HIGHER Discount Rate. Therefore, the ineligibles services should

be disallowed at the higher discount rate.

Conclusion:

Durham is Requesting the Following Action by the FCC:

Within 90 days or less Order funding for the higher discount rate for 2005/2006 set

forth herein, and until this matter is resolved, the Applicant is requesting a STAY of all

attempts to recovered funds under the Post Audit Commitment Adjustment Letters.

D~~/~
Nathaniel Hawthorne
District of Columbia Bar No. : 237693
27600 Chagrin Blvd., Ste. 265
Cleveland, OH 44122
tel.: 216/514.4798
e-mail: nhawthome@telecomlawyer.net
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Attorney for
Durham School District

Cc: Durham School District
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Funding Commitment Adjustment Report for
Form 471 Applioation Number: 468411

Funding Request Number:
Services Ordered:

SPIN:

Service Provider Name:

Contract Number:

Billing Account Number:
Site Identifier:
Original Funding Commitment:
Commitment Adjustment Amount:
Adjus~ed Funding Commitment:
Funds Disbursed to Date
Funds to be Recovered from Applicant:

Funding Commitment Ad~ustment Explanation:

1291358
INTERNET ACCESS
14302738'0

Time Warner Cable Information Services
0006572

126878
$315,725.64
$35,574.72
$280,150.92
$314 ,155.83
$34,004.91

After a thorough review, it was determined that the funding commitment for this
request must be reduced by $35,574.72. On the original Form 471' the applicant was
approved at a 71 percent discount. FCC rules indicate that the level of poverty
shall be measured by the percentage of the student enrollment that is eligible for
a free or reduced price lunch under the national school lunch program or a
federally-approved alternative mechanism. During the course of an audit it was
determined that the applicant is only eligible to receive a 63 percent discount.
The Durham Public School District used the NSLP data for determining poverty
level. Lunch program applications were provided to each student. For schools that
had over 50'percent of the lunch program applications returned, the school treated
these under what the ,,-rilte coordinator termed the "survey method". The results
were used to project the percentage of students eligible for free or reduced price
lunch by computing a percentage of approved applications to total applications
received and applying that percentage to the total enrolled students. ' Aside from
being an incorrect application of the alternative mechanism, i.e. survey, for
determining poverty levels, the calculation used by the school 'skewed the results
to achieve a higher pover~y level as only families wishing to apply to the Free
and Reduced Price Lunch program responded to the applications sent from the
schools. Accordingly, the commitment has been reduced by $35,574.72 ($444.684.00·
(71% - 63%)) and if recovery is required, USAC will seek recovery from the
applicant. '

Schools and Libraries Division/USACCAL- ~age 4 ot 4 3/11/2010
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Exhibit B



• Funding Di.bur.....nt Recovery a.port
. for Form 471 Application NUmber: 474948

"

Funding Request Number:

. Servic.... Ordered:

SPIN:

Service ~rovider Name:

Contract N\lIllber:

B~lling Account Number:

Site Identifier:

Funding Commitment:

Funds Disbursed to Date:

1310175

TELCOMM SERV~CBS

143004771

Veri~on South Inc.

. N/A

126878

$118,223.28

$133,235.76

Funds to be Recovered from Applicant:. $2,385.50

Di3bu~sed_Furtds Recovery Explanation:

After a thorough review, it· was determined that $2,385.50 in funds wa.. improperly
disbursed for thi .. funding reque.. t. During the cour..e of an audit it wa .. determined that
funding wa" provided for the following ineligible item.. : equipment, premium Axce"s
download.. , service vi..its and directory advertising. The pre-discount ineligible costs
associated with these items are $3,786.50. At the applicant.. 63 percent discount rate
this resulted in an improper di ..bursement of $2,385,50. FCC rules provide that funding
may be approved only for eligible product~ and/or services. The OSAC web site contains a
list of eligible" products a'!d/or services .. See the .web site,
www.universalservice.org/sl/about/eligible-services-list.a..px for the Eligible Service..
List. In this situation, the applicant made the certification.. on the BEAR Form listed
below indicating that the ..ervice.. and/or equipment provided to the applicant were
eligible for funding. On the BEAR Form, the authorized per..on certifies at Block 3, Item
A that discount amounts for which reimbur ..ement is sought represent charges for eligible
services delivered t9 and used by eligible entities. Therefore, OSAC has determined that
,the applicant is responsible for the rule violation. Accordingly, DSAC is seeking
recovery of $2,385.50 from the applicant.

School.. and Libraries Division/USAC RIDF- ~age 4 of 4 03/12/2010
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Funding Commitm&nt Adju8tment Report for
Form 471 Application Number: 511389

Funding Request Number:
Services Ordered:

SPIN:

Service Provider Name:

Contract Number:

8illing Account Number:
Site Identifier:
Original Funding Commitment:
Commitment Adjustment Amount:
Adjusted Funding Commitment:

Funds Disbursed to Date
Funds to be Recovered from Applicant:

Funding Commitment Adjustment Explanation:

1406880

TELCOMM SERVICES
143004771

Verizon South Inc.
NA

126878
$89,092.80

$7,747.20
$81,345.60

$13,485.60
$0.00

After a thorough review, it was determined that the funding commitment for this
request must be reduced by $7,747.20. On the original Form 471 the applicant was
approved at a 69. percent discount; FCC rules indicate that the level of poverty
shall be measured by the percentage of the student enrollment that is eligible for
a free or reduced price lunch under the national school lunch program or a
federally-approved alternative mechanism. During the course of. an audit it was
determined that the applicant is ~nly eligible to receive a 63 percent discount;
The Durham Public School District used the NSLP data for determining poverty
level. Lunch program appiications were provided to each student. For schools that
had over 50 percent of the lunch program applications returned, the school treated
these under what the e-rate coordinator termed the "survey method". The results
w~re used to project the percentage uf stUdents eligibl~ for free or reduced price
lunch by cpmputing a percentage of approved applications to total applications·
received and applying that percentage to the total enrolled students. Aside from
being an incorrect application of the alternative mechanism, i.e. survey, for
determining poverty levels, the calculation used by the school· skewed the results
to achieve a high~r poverty level as only f~ilies wishing to apply to the Free
and Reduced 'Price Lunch program responded to the. applications sent 1rom the
.chools. Accordingly, the commitment has been reduced by $7,747.20 ($129,120.00*
~69% - 63%)) and if recovery is required, USAC will seek recovery from the
applicant.

Schools and Libraries Division/USACCAL-

z·c

Page 4 of 4

i I

3/11/2010
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Funding Commitment Adjustment Report for
Form 471 Applicetion Number: 510116

Funding Request Numper:
Services Ordered:
SPIN:

Service Provider Name:
Contract Number:

~illing Account Number:

Site Identifier:
Original Funding. Commitment:
Commitment Adjustment Amount:
Adjusted Funding Commitment:
.Funds Disbursed to Date
~undB to be Recovered from Applicant:

Funding Commitment Adjustment Explanation:

1404228

TELCOMM SERVICES
1430'27380

Time Warner Cable Information Services
0006572

126878

$246.818.52

$21,462.48
$225,356.04

$212,818.62
$0.00

After a thorough review, it was determined that the funding commitment tor this
request must be reduced by $21,462.48. On the original Form 471 the applicant was
approved at a 69 ,percent discount. fCC rules indicate that the level of poverty
shall be measured by the percentage of the student enrollment that is eligible for
a free or reduced price lunch under the national school lunch p~ogram or a
federally-approved·· alternative mechanism. During the course of an audit it was
determined that the applicant is only eligible to receive a 63 percent discount.
The Durham Public School District used the NSLP data for determining poverty
level. Lunch program applications were provided to eaen student. For schools that
had over 50 percent of the lunch program applications returned, the school. treated

. these under what the e-rate coordinator termed the lIsurvey method", . The resulta
were used to project the percentage of students eligible for free or reduced price
lunch by computing a percentage of approved applications to total applications
received and applying that percentage to the total enrolled students. Aside from
being an incorrect application of the alternative meChanism, i.e. survey, for
determining poverty.levels, the calculation used by the school 'skewed the resulte
to achieve a higher poverty level as only families wishing to apply to the Free
and Reduced Price Lunch program responded to the applications sent from the
schools: Accordingly, the commitment has been reduced by $21,462.48 ($357,708~OO'

(69% - 63%) J and if recovery is required, USAC will seek recovery from the
applicant.

Schools and Libraries Division/USACCAL- Page 4 of 4 3/11/2010
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Funding Commitment Adjustment Report for
Form 471 Applioation Number: 520711

Funding Request Number:
Services Ordered:

SPIN:

Service Provider Name:
Contract Number:

Billing Account Number:
Site Identifier:
Original Funding Commitment:
Commitme~t Adjustment Amount:
Adjusted Funding Commitment:

Funds Disbur3ed to Date
Funds to be Recovered from Applicant:

Funding Commitment Adjustment Explanation:

1433429
TELCOMM SERVICES

143008900

AllTel Communications
MTM

RAI<5739
126878
$57,'960.00
$5,040.00
$52,920.00
$19,810 .17
$0.00

After a thorough review, it was determined that the funding commitment for this
request must be reduced by $5,040.00. On the original Form 471 the applicant was
approved at a 69 percent discount. FCC rules indicate that the level of poverty
shall be measured by the percentage of the student enrollment that is eligible for
a fre,e or reduced price lunch under the national school lunch program or {l .

federally-approved alternative mechanism. During the course of ,an audit it was
determined that the applicant is only eligible to receive a 63 percent discount.
The Durham Public School District used the NSLP data for determininq poverty
level. Lunch program applications were provided to each student. For schools
that had over 50 percent of the lunch program application~ returned, the school
treated these under what the e-rate coordinator termed the "survey method". The
results were used to project the percentage of students eligible for free or
reduced price lunch by computing a percentage of-approved applications to total
applications received and applying that percentage to the total enrolled students.
Aside from being an incorrect application of the alternative mechanism, i.e.
survey, for determin~ng poverty levels, the calculation used by the school skewed
the results to achieve a higher poverty level as only families wishing to apply to
the Free and Reduced Price Lunch program responded to the applications sent from
the schools, Accordingly, the commitment has been reduced by $5,.040. 00
($84,000.00*(69% - 63%)) and if recovery is required, UsAC will seek recovery from
the applicant.

Schools and Libraries Division/US~CCAL- Page 4 of 4 3/12/2010
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'.
Funding DisbursG=ent Raoov.ry Report

for Form 471 Application Number: 520711

Funding Request Number: 1433429

Services Ordered: T8LCOMM S8RVIC8S

SPIN: 143008900

Service Provider Name: AIITel Communications

Contrac;t Number: MTM

Billing Account Number: RAK5739

Site Identifier: 126878

Funding Commitment: $52,920.00

Funds Disbursed to Date: $19/810.17

Funds to be Recovered from Applicant: $739.99

Disbursed Funds Recovery Explanation:

After a thorough review, it was determined that $739.99 in funds was improperly disbursed
for this funding request. During the course of an audit it was determined that funding
was provided for the following ineligible items: equipment, premium Axcess downloads,
service visits and directory advertising. The pre-discount ineligible costs associated
with these items are $~,174.58. At the applicants 63 percent discount rate this resulted
in an improper disbursement of $739.99. FCC rules provide that funding may be approved
only for eligible products and/or services. The USAC web site contains a list of
eligible products and/or services. See the web site,
www.universalservice.org/sl/about/eligible-services-list.aspx for the Eligible Services
List. In this situation, the applicant made the certifications on the BEAR Form listed
bel.ow indicating that the services and/or equipment provided to· the applicant were
eligible for funding. On the BEAR Form, the authorized person certifies at Block 3, Item
A that discount arnounts.for which reimbursement is sougnt represent charges for eligible
services delivered to and used by eligible entities. Therefore, USAC has determined that
the applicant is responsible for the rule violation. Accordingly, USAC i~ seeking
recovery of 9739.99 from the applicant.

SChools and Libraries Division/USAC RIDF- Page 4 of 4 03/12/2010
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• Funding Commitment ~dju._tmant Report for
Form 471 Application NUmber: 474948

Funding Request Numper:
S~rvices Ordered:

SnN:

Service Provider Name:
Contract Number:

Billing Account Number:
Site Identifier:
Original Funding Commitment:
Commitment Adjustment Amount:

Adjusted Funding Commitment:
Funds Disbursed to Date
Funds to be Recovered from Applicant:

funding Commitment Adjustment Explanation:

1310175

TELCOMM SERVICES

143004771

Verizon South Inc.
N/A

126878
$i33,235.76
$15,012.48

$118,223.28

$133,235.76
$15,012.48

After a thorough review, it was determined that the funding commitment for this
request must be reduced by $15,012,48, On the briginal Form 471 the applicant was
approved at a 71 percent discount. FCC.rules indicate that the level of poverty
shall be measured by the percentage of the student enrollment that is eligible for
a free or reduced price lunch under the national school lunch program o~ a
federally-approved alternative mechanism. During the course of an audit it was
determined that the applicant is only eligible to receive a 63 percent discount.
The Durham Public School District used the NSLP data for determining poverty
level. Lunch program applications were provided to each student. For schools that
had over 50 percent of the lunch-program applic~tions returned, the school treated

. these under what the e-rate coordinator termed the "survey method ll • The results
were used to project the percentage of students eligible for free or reduced price
lunch by computing a percentage of approved applications to total appli~ations

received and applying that percentage to the total enrolled students. Aside from
being an incorrect application of the 'alternative mechanism, i.e. surveYI for
determining poverty levels, the calculation used by the school skewed the results
to achieve a higher poverty level as only families wishing to apply to the rree
and Reduced Price 'Lunch program responded to the applications sent from the
schools. Accordingly, the commitment has been-reduced by $15,012.48 ($lB7,656.00
-(71% - 63%)) and if recovery is reqUired, USAC will seek recovery from the
app)..icant.

Schools and Libraries Division/USJlCCAL- P<j.ge 4 of 4 3/12/2010
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~nding Commitment Adjustment Report for
Form 471 Application NumbQr: 511551

Funding Request Number:
Services Ordered:
SPIN:

Service Provider, Name:
Contract Number:

Billing Account Number:

Site Identifier:
Original Funding Commitment:
Commitment Adjustment Amount:
Adjusted Funding Commitment:
Funds Disbursed to Date
Funds to be Recovered from Applicant:

Funding Commitment Adjustment Explanation:

14 33277
TELCOMM SERVICES
143000892

Nextel South Corp.
MTM

126878
591,080.60
$7,920.00
$83,160.00
$27,430.89
50.00

After a thorough review, it was determined that the funding commitment for this
request must be reduced by $ 7,920.00. pn,the original Form 471 the applicant was
approved at a 69 percent di9count. FCC rules indicate that the level of poverty
shall be measured by the percentage of the student enrollment that is eligible for
~ free or reduced price lunch under the national school lunch program or a
federally-approved alternative mechanism. During the course of an audit it was
determined that. the applicant is only eligible to receive a 63 percent discount.
The Durham Public School District used the NSLP data for determining poverty
level. Lunch program applications were provided to each student. For schools that
had over 50 percent of the lunch program applications returnedJ the school treated
these under what the e-rate c09rdinator termed the "survey method". The results
were used to proj ect the percentage of students eligibl.e for free or reduced price
lunch.by computing a percentage of approved applications to total applications
received. and applying that percentage to the ·total enr:~lled stUdents. Aside from
being an incorrect application of the alternative mechanism,· i.e. survey, for
determining poverty levels, the calculation used by the school skewed the results
to achieve a higher poverty level as only families wishing to apply to the Free
and Reduced Price Lunch program responded to the applications sent from the
schools. Accordingly, the commitment has been reduced by $ 7,920.00 ($132,'000.00'
(69% - 63%)) and if recovery is required, USAC will seek recovery from the
applicant.

SchOOls and' Libraries Division/USACCAL- Page 4 of 4 3/12/2010
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Funding Collllllitmant Adju"tment Rapo:r:t fo:r:
FO:r:M 471 Applioation NUaber: 520711

Funding Request Number:
Services Ordered:
SPIN:

Service Provider Name:
Contract Number:

Billing Account Number:
Site Identifier:
Original Funding Commitment:
Commitment Adjustment Amcunt:
Adjusted Funding Commitment:
Funds Disbursed to Date
Funds to be Recovered from Applicant:

Funding commitment Adjustment Explanation:

1433429
TELCOHM SERVICES
143008900

AllTal Communications
MTM

RAK5739
126878
$57,960.00
$5,040.00
$52,920.00
$19,810.17
$0.00

After a thorough review, it was determined that the funding commitment for this
request must be reduced by $5,040.00. On the original Form 471 the applicant was
approved at a 69 percent discount. FCC rules indicate that the level of poverty
shall be measured by the percentage of the student enrollment that is eligible for
a free or reduced price lunch under the national school lunch program or ~ .
federally-approved alternative mechanism. During the course of.an audit it was
determined that the applicant is only eligible to receive a 63 percent qiscount.
The Durham public School District used the NSLP data for determining poverty
level. Lunch program applications were provLded to each student. For schools
that had over 50 percent of the lunch program applications returned, the school
treated these under what the e-rate coordinator termed the Jlsurvey method". The
results were used to project the percentage of students eligible for free or
reduced price lunch by computing a percentage of· approved applications to total
applications received and applying that percentage to the total enrolled students.
Aside from being an incorrect application of the alternative mechanism, i.e.
survey, for determining poverty levels, the calculation used by the school skew~d

the results to achieve a higher poverty level as only families wishing to apply to
the Free and Reduced Price Lunch program responded to the applications sent from
the schools. Accordingly, the commitment has been reduced by $5,.040.00
($84,000.00-(69\ - 63\)} and if recovery is required, USAC will seeK recovery from
the applicant.

S~hools and Libraries Division/US~CCAL- Page 4 of ~ 3/12/2010
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Funding Commitment Adjustment Report for
Form'471 Applioation Number: 511450

Fun~ing Request Number:

Services Ordere~:

SPIN:

Service Provider Name:

Contract Number:

Billing Account Number:
Site Identifier:
Original Funding Commitment:
Commitment Adjustment Amount:
Adjusted Funding Commitment:
Funds Disbursed to Date
Funds to be Recovered from Applicant:

Funding Commitment Adjustment Explanation:

1433214

TELCOMM SERVICES
143004771

Verizon South Inc.
HTM
919-560-2000

126878
$134,964.00

$H,736.00
$123,228,00

$58,944.41
$0,00

After a thorough review~ it was determined that the funding commitment for this
request' must ,be reduced by $ 11,736.00. On the original Form 471 the applicant
was approved at a 69 p~rcent discount. FCC rules indicate that the level of
poverty shall be measured by the percentage of the student enrollment that is
eligible -for a f.ree or reduced price lunch under the nat-ional school lunch prpgram
or a federally-approved a}ternative mechanism. During the course of an audit it
was determined that the appl'icant is only eligible to receive a 63 percent
discount. The Durham Public School District used the NSLP data for determining
poverty level. Lunch program applications were provided to each student. For
school. that had over 50 percent of the lunch program applications returned, the
school treated the~e under what the e-rate coordinator termed the "survey method".
The results were 'used to project the' percentage of students eligible 'for free or
reduced price l~nch by computing a percentage of approved applications to total
applications received and applying that .percentage to the total enr911ed students.
Aside from being an incorrec·t application of the alternative me'chanisrn, i .,e.
survey, for determining poyerty levels, the calculation used by the school skewed
.the results to achieve a 'higher poverty level as only families wishing to apply. to
the. Free and Reduced Price Lunch program responded to the appli"cations sent from
the schools. Accordingly, the commitment has been reduced by $11,736.00 .
($195,600.00 • (69%'- 53%ll and if recovery is required, OSAC will seek recove~y
from the applicant.

Schools and Libraries Division/OSACCAL- Page 4 of 4 3/12/2010
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, ,
Funding Disbursement Reoovery Raporc

for Form 471 Application Numbar:· 511450

Funding Request Number: 1433214

Services Ordered: TELCOMM SERVICES

SPIN: 143004771

Service Provider Name: VerizDn South Inc.

Contract N~mber: MTM

Billing Account Number: 9.19-560-2000

Site Identifier: 126878

Funding Commitment: $123,228.00

Funds Disbursed to Date: $58,944.41

Funds to be Recovered from Applicant: $843.89

Disbursed Funds Recovery Explanation:

After a thorough review, it was determined that $843.89 in funds was improperly disbursed
for this funding request. During the course of an audit it was determined that funding

·was provided for the following ine~igible items: equipment, premium Axcess downloads,
service visits and directory adve~tising. The pre-discount i'neligible costs associated
with these item~ are $1;339.50. At the applicants 63 percent discount rate this resulted
in an improper disbursement of $843.89. FCC rules provide that funding may be approved
only for eligible produ~ts and/or services. ,he USAC web site contains a list of
eligible products and/or services. See the web site, .
www.universalservice. org/sl/about/eligible-services-list. aspx for the Eligible Services
List. In this situation, the applicant made the certifications on the BEAR Form listed
belo~ indicating that the services and/or equipment provided to the applicant were
eligible for funding. On the BEAR Form, the authorized person certifies at Block 3, Item
A that discount amounts for which reimbursement is sought represent charges for eligible
services delivered to and used by eligible entities. Therefore, USAC has determined that
the applicant is responsible for the rU.le violation. Accordingly, USAC is seeking
recovery of $843.89 from the applicant.

Schoc.b and Libraries DJ.vision/USAC RlDF- ?age ~ of 4 03/12/2010
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•
USDA
~

United State. Department of Agriculture
Food and Nutrition Service

South.ast Raglan

Reply to

Attn. of: SA 9-1

SUb/ect: Policy 210. 18-03: Coordinated Review (CRE) Issues'and Supplementai Guidance .

To: All State NSLP Directors
Southeast Region

This policy letter is to reissue Coordinated Review (CRE) policy issues previously distributed in
policy letters NSLP 94-1 and NSLP 95-13. Any changes made to the :original memorandum are in .
bo~ . .

The purpose of this memo is to address operational issues that have been raised during CRE
reviews, to highlight areas in which the reviews showed common or continuous problems with
implementation of program requirements, and to addxess questions and issues related to the CRE
review.fotm and procedures. .

S-l COUNTING THE NUMBER OF STUDENTS ELIGIBLE FOR BENEFITS

The eligible count must be determined by the reviewer independent of the school or SFA total
eligible cOWlts. Because this data is used to test the meal count system, students are to be'
counted in the category that the detenniningofficial has assigned. not the correct category if
there is a difference. (The purpose of this twe is to allow the reviewer to compare total meal
counts by category to .the numberstudents the school, e.g. roster, indicated where eligible by
category.) .

The count at the beginning or end of a month, the monthly average, and the highest count in the .
month are all acceptable methods for the SFA to obtain their eligible count.· The CRE count

. showd be high.er; as CRE counts all students who were ,eligible during t1).e mon.th, even. for only
one day. This higher count i~beneficial to theSFA, not detrimental..

S-2 CERTIFICATION (APPLICATIONS)

SFA's in the Southeast Region do not appear to hlrve major problems with application aPproval.
However, seVeral questions related to detennining eligibility required clarification as follows:

All State NSLP Directors Page 2



,.

Estimate Versus Actual Column

The 8-6 provides two methods for computing the number of meals in error. The reviewer can
choose. to use the ."Estimate" or "Actual" column. Some misUnderstanding exists as to the.
differences and purposes of these two columns. First, it is helpful to remember that BOTH'
columns result in an ESTIMATE of the' number of meals in error" The"Actual" column only
differs from thei'Esti.mate"col~ in that the "Actual" column takes into account the 'days in
the review month when students were not yet enrolled in school or had withdrawn. To arrive at
this number, the reviewer would have to add the calendar days each student was enrolled to
amve at the total maximum number of lunches reported in line 3, The "Estimate" column
estimates this number by simplymultip1yfug the number of students by' the nUmber of serving .

. days, ignoring the fact' that some stUdents may not have been emoUed all month. The
"Estimate" column was provided to lessen calculations done by the reviewer.

eRE recommends that reviewers use the easier "Estimate" column first. If the percentage of
meals in error is close to 10 percent, the "Actual" column", which may reflect fewer days in
error, should be completed to ensure that the SFA indeed has a PS'1 violation. .

Note that both the "Estimate" and "Actual" column apply free and reduced priced ADP factors
.to the maxinium number of meals in error to account for the fact that enrolled students do not
eat meals every day. If an SFA's meal count system provides datil on ACTUAL meals eaten by
the students cited on the 8-5, this data should be' entered on the S-6 after the AD? factor is
applied. Le., line 5.

The number of meals in error calculated on the 8-6· for the review period are intended to be
used solely for determining if there is a PS 1 violation. This data should n"Ot be used as part of
fiscal action,

GENERAL

Claims Review

AB required by 7 CFR210.8(a)(2), "at ~ minimum, the SFA shall pompare each school's daily
counts of free, reduced price and'paid lunches against the product ofthe number ofchildren in that
school currently eligible for free, reduced price and paid lunches, respectively, times an attendance
fllCtor." Fun implementation of these edit checks is important because they helpensu:re that
monthly claims includOonly the number of free, reduced price and paid lunches served on any day
ofoperation to children currently eligible for such lunches. The completion ofthe edit check must
be Coupled with follow-up activity and corrective 'action, as necessary, to determine thecaus.esfor
edit checks which clearly indicate excessive $eal counts. 8ee 7 CPR 210,8 (a) (4). '

All State NSLP Directors . PageS


