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SUMMARY

This Supplement is made to a Request for Review (“Request”) filed on October 14, 2010
by the Johnston County School District (the “District” or “Johnston County”). The Request being
supplemented herein involves the propriety of the District’s methodology for calculating the
discount rate to which it was entitled for certain eligible services supported under the Schools
and Libraries Support Mechanism (“E-Rate Program”) administered by the Schools and
Libraries Division of the Universal Services Administrative Company (collectively, “USAC”).
USAC contends that the amount of support for the Funding Request Number (“FRN”) listed in
the caption must be adjusted because the District did not employ an acceptable methodology for
calculating the discount rate. As a result, USAC claims that the amount of E-Rate Program
support provided under that FRN must be adjusted and, where funds distributed exceeded the
adjusted support levels, the difference must be returned. USAC also claims that the amount of E-
Rate Program support provided must be adjusted because the District provided an inadequate
description of the services requested on its FCC Form 471.

The District respectfully submits that the grounds on which USAC justifies requiring the
District to return funds, which have been used for the purposes for which they were originally
approved, cannot be sustained. The District followed then applicable rules’ in conducting surveys
to substantiate the E-Rate Program support that it was authorized under the applicable FRN. The
District even sought guidance from USAC on how it was proceeding in that regard. With respect
to the description of the services on the FCC Form 470, the District respectfully submits that this
is not a Ysleta situation. It was a defined category of services — Basic Maintenance of Internal
Connections and, through the District Contact Person on the FCC Form 470 there was adequate

opportunity for any service provider to obtain any additional information required.



Moreover, the circumstances would justify the Commission exercising its authority to
waive any technical violations of the rules that might be found here. There is no evidence of
waste, fraud or abuse and the requirement to return these funds would be a hardship on the

District.
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of
CC Docket No. 02-6
Request for Review of Decisions of the

Universal Service Administrator File No. SLD File No. 569961 (FY 2007)

Johnston County School District FRN 1590932 (FY 2007)

North Carolina

To: Chief, Wireline Competition Bureau

SUPPLEMENT TO REQUEST FOR REVIEW

Johnston County School District (the “District” or “Johnston County”), acting through
counsel and pursuant to and in accordance with Sections 54.719-54.721 of the Federal
Communication Commission’s (“FCC” or “Commission”) rules, hereby supplements its
previously-filed Request for Review (“Request™).' Therein, the District sought review of

USAC’s denial of the District’s Appeal % for Funding Year (“FY”) 2007.

' On October 14, 2010 the District filed its Request with the Commission seeking review of the denial of
the September 16, 2010 District appeal (“Appeal”) filed with the Schools and Libraries Division (“SLD”)
of the Universal Service Administrative Company (collectively, “USAC”) relating to the captioned SLD
File No. and FRN. The Appeal contested USAC Notification of Commitment Adjustment Letter
(“COMAD?”) relating to the SLD File No. and FRN. A copy of the Request is attached as Exhibit 1. The
Request was timely filed on October 14, 2010. Section 54.720(b) of the Commission’s rules requires the
filing of an appeal with the FCC “within sixty (60) days of issuance” of a decision by USAC. The USAC
denial letter, denying the Appeal for the above-referenced FRN, is dated September 16, 2010 (“Denial
Letter”), and 60 days thereafter would be November 15, 2010. Since the Request was filed on October 14,
2010, which is 30 days from the date of the Denial Letter, it was timely filed.

? Exhibit 2; Denial Letter.



I. STATEMENT OF THE DISTRICT’S INTEREST IN THE REQUEST

The District has standing to file its Request because Section 54.719(c) of the
Commission’s rules provides that, “[a]ny person aggrieved by an action taken by a division of

3 Tn this

the Administrator . . . may seek review from the Federal Communications Commission.
case, the District is directly aggrieved by USAC’s Denial Letter, which seeks to continue to

recover certain previously-approved and disbursed E-Rate Program funds for FY 2007 in the

total amount of $352,080.00.

II. INTRODUCTION — BASIS FOR COMAD

The USAC Denial Letter affirms a COMAD relating to the captioned FRN. The
following table sets forth background information on the COMAD and a copy thereof is attached

as Exhibit 3:

Funding
Notice Funding Form471  Request No.  Service Original Revised Requested
Date Year (FY)  No. (FRN) Provider SPIN Commitment Commitment Disbursed Recovery
6/22/2010 2007 569961 1590932 NWN 143017706 $352,080.00 - $352,080.00 $352,080.00

The COMAD apparently was principally based on findings contained in the Independent
Accountant’s Report SL-2008-336, dated June 30, 2009 (“Audit Report”), which stemmed from
of an attestation audit conducted by the accounting firm of Thompson, Cobb, Bazillio, and
Associates, PC (“Auditor”).*

Based on the Audit Report, the principal reasons that became the basis for the COMAD
were:

e The Audit Report asserted that there was “a misapplication by the applicant of using
the alternative mechanism ‘survey method’ for determining poverty levels.”

*47 CFR. § 54.719(c).
* See Exhibit 4.



e The Audit Report also asserted that there was an inadequate description on FCC Form
470 for the requested service of basic maintenance of internal connections.

The Denial Letter affirmed these conclusions. The District respectfully continues to
disagree with the justification for the COMAD and requests that it be rescinded in full. The

rationale for this disagreement is presented below.

III. KEY BACKGROUND FACTS

A. The District

The District serves over 32,000 students in grades kindergarten through twelve. Johnston
County’s student population has doubled in the past 15 years. The District enjoys strong
community support through funding for new schools, partnerships with business and faith based
organizations, and substantial parental involvement. Student achievement ranks among the top
20% of all North Carolina school districts. The District has 256 Nationally Board Certified
teachers, placing Johnston County within the top 50 school districts in the nation. Diversity in
the District is evident by the over 40 languages spoken by students and their families. The
District’s mission is to “foster a flame for learning within each child that will last a lifetime.” In
order to meet this mission, Johnston County continually updates its educational services. The

District’s goal is to “empower] ] all students to become successful in a global society.”

B. The Underlying Audit Report Findings Relating To Surveys

The following excerpt from the Audit Report includes the Auditor’s conclusions
regarding the “survey method” followed by the District. It was these conclusions that apparently
were the basis for the COMAD finding that the level of the discount calculation should be
reduced and, on these grounds, the approved E-Rate Program support should be reduced:

Issue No. SL2008BE336_F02

Wrong Determination of Poverty Level Due to Unacceptable Method of Calculation



Assertion

Condition

Criteria

B.7. The School/District accurately determined its level of poverty, for use in
determining its available discount rate, by using the percentage of its student enrollment
that is eligible for a free or reduced price lunch under the national school lunch program
or a federally-approved alternative mechanism in the public school district in which they
are located.

For FRN[ ] . .. 1590932 under FCC Form 471 . . . #569961 for Funding Year 2007, the
JCSD calculated the wrong poverty levels on the applicable FCC Forms 471. By
applying an unacceptable survey method to the NSLP (“National School Lunch
Program”) forms received, JCSD significantly and inappropriately increased the number
of eligible students in certain schools within the district on its FCC Form 471
applications.  This increase in eligible students improperly increased the JCSD’s
determined poverty level and resulted in an incorrect and higher USAC discount rate.

To demonstrate, the following chart details 16 schools on the FCC Form 471 #569961 for
Funding Year 2007 comparing the number of eligible students (“NSLP Students”)
reported on the FCC Form 471 to the number of students who actually were eligible
based on NSLP application forms on file for those schools.

* * *®

The [District] used an alternative discount mechanism to determine the poverty level;
however, this alternative mechanism took the actual NSLP application forms received
and treated them as surveys. This is not allowed. JCSD did not have a survey process in
place; they considered NSLP applications received for certain schools (through normal
NSLP application procedures) to be “surveys” because of the high percentage of students
returning the NSLP applications that were enrolled in the schools. For these schools,
over 50 percent of the NSLP applications were returned and the JCSD treated these
schools on the FCC Form 471 under what was termed the "survey method". The "survey
method" 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. By
applying the survey method incorrectly, the calculation used by JCSD skewed the results
to achieve a higher poverty level as only families wishing to apply to the Free and
Reduced Lunch program responded to the applications sent from the schools.

*

The USAC rules specifically state that NSLP applications cannot be used as surveys;
however, there is some confusion as to when that rule came into effect. Regardless, the
USAC program rules also specifically state that extrapolation from non-random samples,
such as families of students who apply for financial aid, is an unacceptable alternative
mechanism. Because the NSLP applications are generally only returned by families
wishing to apply for financial aid and participate in the lunch program, the use of
applications is, in effect, a non-random sample.

Per 47 C.F.R. 54.505(b)(1) which states: “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.”

Additionally, the FCC sanctions other mechanisms to determine a school’s level of need,
as long as those mechanisms are based on — or do not exceed — the same measure of
poverty used by NSLP [FCC 97-157 J 510}, and the approach used by JCSD contravenes
this FCC regulation.



Cause

The E-Rate consultant for JCSD misunderstood the instructions for determining poverty
level and confused the NSLP application with the survey that is allowed as an alternative
mechanism. Therefore, the belief was that if greater than 50 percent of the students
returned their NSLP applications, the percentage eligibility could be calculated as would
a survey, based on the number of responses rather than the total enroliment. Because the
percentage of students eligible for free and reduced lunch was miscalculated for these
schools, the resulting discount percentages used to calculate the shared discount rate were
incorrect.

C. The Relevant Audit Report Finding Relating to the Inadequate Description

on FCC Form 470 for Requested Services of Basic Maintenance of Internal

Connections

The COMAD conclusion that there was an inadequate description on FCC Form 470 for

the requested services of basic maintenance of internal connections apparently was based on the

following Audit Report Finding excerpted below:

Issue No.

Assertion

Condition

Criteria

SL2008BE336_01

Inadequate Description on FCC Form 470 for Requested Services of Basic
Maintenance of Internal Connections

B.2 The School/District submitted a completed FCC Form 470, including the required
certifications, signed by the person authorized to order telecommunications and other
supported services.

For Funding Request Number (FRN) 1590932 under FCC Form 471 No. 1569961 for
Funding Year 2007, Johnston County School District (JCSD) did not provide an adequate
description to allow vendors to bid in Block 2 of the FCC Form 470 of the requested
services for Internal Connections Basic Maintenance. The entire description provided on
the FCC Form 470 was “all eligible equipment.”

No Request for Proposal (RFP) was issued and Box 11b was checked on the FCC Form
470 indicating no intent to release an RFP. Therefore, there was no additional description
available on the FCC Form 470 for interested service providers to allow them to bid.

Although JCSD received and accepted a bid from the eventual service provider for this
FRN, JCSD did not respond to an additional FCC Form 470 responder. The additional
responder replied on January 15, 2007, within the 28 day period after the posting of the
FCC Form 470 on December 26, 2006, stating: “...please provide me with a detailed list
of equipment that you are looking to have Basic Maintenance on below” and “Please let
me know as soon as possible, we would like to bid on both of these [internal maintenance
and internal connections].” This indicates that the service provider did not have enough
information to submit a bid to JCSD for consideration; see further discussion of this
response in Issue No. SL2008BE336_06.

CFR. Title 47, Volume 3 § 54.504(b)(1)(ii) and (iii): Requests for Services which
states:

(b) Posting of FCC Form 470. (1) An eligible school, library, or consortium that includes
an eligible school or library seeking to receive discounts for cligible services under this



subpart, shall submit a completed FCC Form 470 to the Administrator. FCC Form 470
shall include, at a minimum, the following information, to the extent applicable with
respect to the services requested:

(ii) The internal connections, if any, that the school or library has in place or has
budgeted to install in the current, next, or future academic years, or any specific
plans for an organized voluntary effort to connect the classrooms.

(iii) The computer software necessary to communicate with other computers over an
internal network and over the public telecommunications network currently available
or budgeted for purchase for the current, next, or future academic years.”

Cause JCSD officials misunderstood the requirements to complete the FCC Form 470 for
Funding Year 2007 and believed that the description provided was adequate.

D. S1.D Survey Guidance and Procedures Used by the District to Conduct the
E-Rate Income Survey

The guidance posted to the SLLD website at the time of the FY 2007 applications that
“The primary measure for determining E-Rate discounts is the percentage of students eligible for
free and reduced lunches under the National School Lunch Program, calculated by individual
school.” The prevalent process used to determine this percentage is to count the number of
students who apply for free and reduced lunch by completing a National School Lunch Program
(“NSLP”) application and to divide that number by the enrollment of the school. NSLP
applications are distributed at the start of the school year to each student’s family along with
instructions how to complete the application.

This process does a creditable job of capturing the number of student’s families who wish
to participate in the NSLP program, but DOES NOT measure the number of student’s families
who are eligible for the free and reduced lunch program. There are a number of reasons why a
parent might not wish to participate in the free and reduced lunch program even if they were
eligible: perceived shame of participating in what they think is a government welfare program,
confusion over how to complete the application, and their wish that their children not be served a

school provided lunch.

5 See Exhibit 5.



The applicable SL.D guidance in effect on the SLD website, until it changed on or about
June 21, 2007, allowed schools to collect the actual count of students eligible by either using the
number of students who apply (and are deemed eligible) for free and reduced lunch by
completing the NSLP application or by using an “alternative means such as a survey.”
Conducting an income survey has the potential to determine the actual number of families
eligible for, instead of participating in, the free and reduced meals program. Further, the

guidance defined the requirements of a survey:

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:

o  Address of family
o  Grade level of each child
o  Size of the family
o Income level of the parents
d. The survey must assure confidentiality. (The names of the families are not
required.).

Accordingly, the District for the 2005-2006 school years distributed to each student at the
beginning of the school year in August a form that could be used to both participate in a family
income survey AND/OR to apply for the NSLP. The form met all of the requirements of a survey
as detailed in the guideline above.

Two letters accompanied the survey/application, both directed to parents: one explaining
the E-Rate Program, the fact that eligibility was based on each school’s families incomes, asking
each parent to complete the survey form regardless of whether or not they wanted to participate

in the free and reduced meals program, and informing parents that wanted to participate in the

free and reduced meals program, but not wanting to participate in the income survey, to so



indicate.® The second letter was the standard letter that explained the free and reduced meals
program and asked parents wanting to participate in it to complete the application which was
attached.

The dual survey/application accomplished the following:

Met the requirements of the SLD published guideline for a survey

Met the requirements of the USDA for a NSLP application

Allowed a student to participate OR not in the E-Rate survey

Allowed a student to apply OR not for the free & reduced lunch program

Captured the number of students who actually qualify for free & reduced lunch

Saved money and time by combining two important documents that parents needed to
complete at the start of school

The survey/application form along with the “E-Rate survey” and “Free & Reduced Meals
application” letters were distributed to every student in each school at the start of the school year.
Those who wanted to participate in both the survey and the application were given that
opportunity and those that only wanted to participate in one and not the other were also given
that opportunity.

For those schools where the surveys were distributed in August, 2005, which had
over 50% of its enrolled students complete and return a survey, the surveys were scored to
determine if they were eligible or ineligible for free and reduced meals according to the
USDA Eligibility Income Guidelines in effect at that time. The number of students’ families
who were eligible and ineligible was used to determine the discount for each school for FY

2007 according to the guidance posted on the SLD website at that time.

% See Exhibit 6.



E.

Review of the District’s Survey Procedures by the SLLD

The District was asked during the Program Integrity Assurance (“PIA”) review of a FY

2005 application (FCC Form 471 No. 453668) on July 8, 2005, to provide specific information in

support of the discount calculation and survey method used by West Smithfield Elementary

School. This information request included:

AP

*

The date that the survey was conducted

The number of students enrolled in the school at the time of the survey

The number of families that were sent the survey (the number of surveys sent out)
The number of surveys returned

The number of students determined to be eligible for NSLP based on the returned
surveys

Copies of all returned surveys with the child's personal information blackened out
to ensure confidentiality, but retaining the information that helped you determine
if the family was eligible for Free & Reduced Lunch.

Indications on each survey form or on a separate sheet of the Free & Reduced
Lunch Eligibility determination for EACH survey. If provided on a separate
sheet, provide a means to cross-reference the survey to which each determination
relates. For example, a code of “001” on the survey and “001” on the separate
sheet with the eligibility determination of that survey indicated.

A signed certification that states: “I certify that only those students who meet the
Income Eligibility Guidelines of the National School Lunch Program have been
included in Column 5 of Item 9a, of Block 4 of the Form 471.

The District answered each of these questions and sent the PIA reviewer copies of all the

387 returned surveys on July 22, 2005 7

The District was also asked during the PIA review of the same applications on October

12, 2005, to provide specific information in support of its discount calculation and use of the

survey method for thirteen other schools, including sample copies of the surveys. The District

complied with that request of October 12, 2005.® It should be noted that in the October 12, 2005

the PIA request the surveys were referred to as “surveys/applications.”

" See Exhibit 7.
§ See Exhibit 8.



The SLD Client Service Bureau on November 2, 2006, was asked in case # 21-490224 by

another client of New Hope Foundation, the District’s consultant (“Consultant”), “Can a school

system use its National School Lunch Program application/survey as the data source in

determining alternative discount eligibility as to the alternative discount survey mechanism, as

long as the National School Lunch Program application/survey meets the SLD alternative

discount survey mechanism guidelines?” and the answer by the SLD was “Yes you can do this,

as for a rationale, that we can not provide, any assumption as to why a school would determine

their discount using the method you have described would be purely speculative.”

9

The Client Service Bureau was again on January 4, 2007, asked in case # 21-513852 by

New Hope Foundation:

Is it permissible to use a free & reduced application as a survey form IF it meets all the
requirements of a survey form as detailed in the SLD website under “Survey Guidelines”
quoted below:

The survey must be sent to all families whose children attend the school.
The survey must attain a response rate of at least 50%.
The survey must, at a minimum, contain the following information:

o  Address of family

o  Grade level of each child

o  Size of the family

o Income level of the parents
The survey must assure confidentiality (e.g., the names of the families are not
required)
The NSLP has strict guidelines concerning the confidentiality of all free & reduced
applications that guard against unauthorized disclosure of the data contained in the
application/survey.

If this is not permissible, please indicate why not.

The response provided by the Client Service Bureau was “This should not be an issue

with SLD.”'0

% See Exhibit 9.
9 See Exhibit 10.

10



Concurrent with the filing of the FY 2006 application for the District, many other school
districts conducted a combined E-Rate Program income survey and free and reduced meals
application. Those school districts responded to PIA questions in a similar fashion, furnished
copies of the survey/applications to the reviewers, and, just like Johnston County, their funding
applications were granted. PIA reviewers routinely referred to the combined surveys and
applications as surveys/applications in their requests for clarification information sent to
applicants. In every instance no reviewer ever raised any issue with the use of the combined
survey/application that on its face met the SLD’s announced requirements for alternative

surveys.

F. The Appeal and the Denial Letter

On July 31, 2010, the District filed its Appeal seeking relief from the COMAD and the
COMAD explanation supported by the Audit Report. Therein, the District explained its survey
methods and the steps it took to confirm with USAC that the use of a combined
survey/application was acceptable for determining the applicable poverty level.

On September 6, 2010, the Appeal was denied and USAC issued the Denial Letter. In the
Denial Letter, USAC ultimately concluded that the District “did not demonstrate in your appeal
that the initial audit findings were incorrect....” However, the Denial Letter does not address all
of the District’s arguments that were raised in support of its Appeal, specifically the fact that the
Johnston County contacted the SLD to confirm that the use of a combined survey/application

was acceptable.

IV.  STANDARD OF REVIEW AND GOVERNING FCC PRECEDENT

USAC’s authority to administer the E-Rate Program is limited to implementing and

applying the Commission’s rules and the Commission’s interpretations of those rules as found in



agency adjudications.“ USAC is not empowered to make policy, interpret any unclear rule
promulgated by the Commission,'” or to create the equivalent of new guidelines.13 USAC is
responsible for “administering the universal support mechanisms in an efficient, effective, and

»14 The Commission’s review of the Denial Letter is de novo,

competitively neutral manner.
without being bound by any findings of USAC."

Furthermore, that de novo review in this case must consider the following relevant FCC
precedents:

- Until an E-Rate rule is adopted, an applicant cannot be expected to comply with it.'0

- Compliance with competitive bidding standards must be measured “as they existed at
[the] time” of the alleged violation."’

- Clarifications or changes to E-Rate Program rules and policies are normally to be

applied prospectively by USAC.'®

""'47 CFR. § 54.702(c).
214

" Changes to the Board of Directors of the Nat’l Exchange Carrier Ass’'n, Inc., Third Report and Order,
13 FCC Rced 25058, 25066-67 (1998).

47 CF.R. § 54.701(a).
547 CFR. § 54.723.

'® See Requests for Review of the Decisions of the Universal Service Administrator by Aiken County
Public Schools, Aiken, SC et al., Schools and Libraries Universal Service Support Mechanism, Order, 23
FCC Red 8735, 8737 46 (2007).

"7 See In the Matter of Requests for Review of Decisions of the Universal Service Administrator by
Colegio Nuestra Senora del Carmen et al., Schools and Libraries Universal Support Mechanism, Order,
23 FCC Red 15568, 15573 412 (Telecom. Access Pol. Div. 2008).

'® See Request for Review of the Decision of the Universal Service Administrator by Ysleta, Independent
School District, El Paso, Texas, Schools and Libraries Universal Support Mechanism, Order, 18 FCC
Red 26406, 26419-23 q26-38 (2003); Request for Review of the Decision of the Universal Service
Administrator by Winston Salem/Forsyth County School District, Winston-Salem North Carolina, Schools
and Libraries Universal Support Mechanism, Order, 18 FCC Red 26457, 26462 13 (2003).

12



- COMADs must be based on a violation of the statute underlying the E-Rate Program or
substantive rules implementing the same adopted by the FCC."

- USAC should not be denying funding “where the applicant made a good faith effort to
comply with the funding guidelines” and should inform the applicants prior to denying funding
of “any errors regarding the discount application . . ., along with a specific explanation of how
the applicant can remedy such errors.”*

- If it were determined that there was a rule in effect that governed these surveys, such
good faith reliance would justify a waiver of that rule in this case.?'

- The Commission “has vested in USAC the responsibility of administering the
application process for the schools and libraries universal service support mechanism;”
pursuant to that authority, USAC developed procedures relating to the application and appeals
process and in Bishop Perry, the Commission applied the 47 C.F.R. § 1.3 waiver rule to allow a
limited waiver of USAC procedures.*”

A review of the Request in light of these standards and precedent will reveal that the
Denial Letter is not supported by FCC law or policies. Most fundamentally, USAC failed to

explain why it decided to ignore the District’s explanation of its survey methods and the

guidance the District received directly from the SLD. This action flies in the face of repeated

" See In the Matter of Schools and Libraries Universal Support Mechanism, Fifth Report and Order, 19
FCC Rced 15808 (2004)(““Fifth Report and Order”).

0 Requests for Review of the Decision of the Universal service Administrator Academia Claret, Puerto
Rico, et al., 21 FCC Red 10703, 10709 14 (Wireline Compet. Bur. 2006).

' See Request for Waiver of the Decision by the Universal Service Administrator by Great Rivers
Education Cooperative, Forrest City, Arkansas, Schools and Libraries Universal Service Support
Mechanism, Order, 21 FCC Rcd 14115, 14119 9 (Wireline Compet. Bur. 2006).

*? Request for Review of Decision by the Universal Service Administrator by Bishop Perry Middle School,
Order, 21 FCC Red 5316, 5618 44 (2006)(“Bishop Perry”).

13



Commission admonitions that applicants should have the opportunity to correct their mistakes

and that USAC must explain its actions.

V. ARGUMENT

As previously noted, the COMAD is based on the Audit Report assertions regarding the
District’s survey/application and compliance with the service description procedures, which

conclusions are discussed in detail and refuted by Johnston County as follows:

A. The District’s Response to the Audit Report Finding that the District
Miscalculated Poverty Levels

Audit Report Assertion — “For the funding year(s) ... 2007, JCSD calculated the wrong
poverty levels on the applicable FCC Form 471 ... by incorrectly applying an unacceptable
survey method to the NSLP forms received, JCSD significantly and inappropriately increased the
number of eligible students in certain schools ... this increase in eligible students improperly
increased the JSCD’s determined poverty level and resulted in an incorrect and higher USCA
discount rate.” Further, “[t]he [District] used an alternative discount mechanism to determine the
poverty level; however, this alternative mechanism took the actual NSLP applications forms
received and treated them as surveys. This is not allowed. JCSD did not have a survey process in
place; they considered NSLP applications received for certain schools (through normal NSLP
applications procedures) to be ‘surveys.””

The District’s Response — As stated earlier, the District sent to each student a combined

E-Rate income survey/NSLP application along with a letter explaining the following: (1) a
student’s family could apply for the NSLP free and reduced lunch program and NOT participate
in the B-Rate income survey by so indicating, (2) a student’s family could participate in the E-
Rate income survey and NOT apply for the NSLP by so indicating, or (3) do both or neither.
Therefore, it is incorrect to conclude that “only families wishing to apply to the Free and
Reduced program responded to the applications sent from the school” or that “only families
wishing to apply to the Free and Reduced lunch program responded to the applications.”

Further, the practice of the District was not an incorrect application of the alternative

mechanism for the following reasons: (1) the requirements of a survey, as published by the SLD
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in the alternative mechanism guidance, were met by the combined survey/application; (2) the
practice was routinely approved by PIA reviewers over a period of several years who were aware
of exactly what the combined survey/application contained as they had requested copies during
PIA review; (3) the practice was at least twice approved by the SLD Client Service Bureau; (4)
the other requirements relating to distribution to all students and survey response were met in
accordance with SLD guidance; and (5) PIA reviewers routinely referred to the surveys as
surveys/applications. It was not unreasonable for the District, after reviewing the published SLD
guidance and in good faith relying on advice received from the SLD’s own Client Service
Bureau, to determine its E-Rate eligibility based on the surveys that it conducted. Those actions
were further confirmed when the SLD’s own PIA review process specifically considered the
issue.

Indeed, the Audit Report itself concedes that this approach was not prohibited by SLD.
The fact is that neither the Audit Report nor the COMAD cite any published FCC or USAC rule
or policy applicable to the FY 2007 application in question that proscribed the use of such
combined surveys.

It was not until June 21, 2007, at the end of FY 2006, that the SLD changed the guidance
on its website to specifically prohibit the use of NSLP applications as surveys which had the
effect of prohibiting the use of a combined income survey and NSLP application.23 This change
made it perfectly clear that the practice of combining the income survey and the NSLP

application could no longer be used for the next round of E-Rate applications in FY 2008. This

2 See Exhibit 11.
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instance is the first time that there was any mention in the SLD official guidance of ending the
previously, routinely-approved practice.24

The FCC has long held that an applicant is expected to comply with the E-Rate Program
rules that are in effect at the time the applications are filed.” There is no evidence that in
announcing the change in view in June of 2007, near the end of FY 2006, that this revision was
6

to be applied retroactively. The FCC has certainly not sanctioned such retroactive application.2

Yet that is in effect what the Audit Report and COMAD impose.

B. The District’s Response to the Audit Report Finding that NSLP Applications
Cannot be Used as a Survey

Audit Report Assertion — “The USAC rules specifically state that NSLP applications
cannot be used as surveys; however, there is some confusion as to when that rule came into
effect.”

 Until an E-rate rule is adopted, an applicant cannot be expected to comply with it. See Requests for
Review of the Decisions of the Universal Service Administrator by Aiken County Public Schools, Aiken,
SC et al., Schools and Libraries Universal Service Support Mechanism, Order, 23 FCC Red 8735, 8737
96 (2007).

 For example, The Commission has required compliance with competitive bidding standards “as they
existed at [the] time” of the alleged violation. See In the Matter of Requests for Review of Decisions of the
Universal Service Administrator by Colegio Nuestra Senora del Carmen et al., Schools and Libraries
Universal Support Mechanism, Order, 23 FCC Rcd 15568, 15573 {12 (Telecom. Access Pol. Div. 2008);
see also Requests for Review of the Decisions of the Universal Service Administrator by Long Beach
Unified School District, Long Beach, California, Schools and Libraries Universal Support Mechanism,
Order, 22 FCC Red 11143, 11145 {7 (Wireline Compet. Bur. 2007); In the Matter of Federal Joint Board
on Universal Service, Request for Review by Cook Telecom, Inc. of a Decision of the Universal Service
Administrator, Order, 24 FCC Red 7611, ({1, 5 (Telecom. Access Pol. Div. 2009); Request for Review
of the Decision of the Universal Service Administrator by Academia Discipulos de Cristo et al. Schools
and Libraries Universal Support Mechanism, Order, 21 FCC Red 9210, 9213-14 49-10 (2006).

% The FCC has generally recognized that clarifications of E-Rate Program rules and policies are normally
to be applied prospectively by USAC. See Request for Review of the Decision of the Universal Service
Administrator by Ysleta, Independent School District, El Paso, Texas, Schools and Libraries Universal
Support Mechanism, Order, 18 FCC Recd 26406, 26419-23 426-38 (2003); Request for Review of the
Decision of the Universal Service Administrator by Winston Salem/Forsyth County School District,
Winston-Salem North Carolina, Schools and Libraries Universal Support Mechanism, Order, 18 FCC
Red 26457, 26462 413 (2003).
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The District’s Response — The District respectfully submits that this assertion is simply
p y p

incorrect. The SLD guidance in effect at the time did not specifically so state. The Auditor
obviously got confused with the guidance in effect at the time the Audit Report was written and
was not aware of the SLD guidance in effect at the time the funding applications were filed (even

though the District made the Auditor fully aware of that fact).

C. The District’s Response to the Audit Report Finding Regarding When NSLP
Survev/Applications May No Longer be Used

Audit Report Assertion — “The E-Rate consultant for JCSD misunderstood the
instructions for determining poverty level and confused the NSLP applications with the survey
that is allowed as an alternative mechanism.”

The District’s Response — The characterization of the Consultant’s position is incorrect.

In fact it is the Consultant’s position that prior to June 21, 2007, the method used by the District
was allowable as that is the date on which the practice of combining an income survey and a
NSLP free and reduced application on one form was expressly prohibited by USAC via a change
in the published SLD guidance. If an E-Rate application practice is not prohibited, is routinely
approved by PIA reviewers over the course of several years for many applicants, and was
approved by the Client Service Bureau in two separate cases, it is imminently reasonable for the
District to conclude that it would be permissible.

The District respectfully disagrees that the only period in question would be FY 2005. In
fact, if the guidance was changed on June 21, 2007, it would effect only those applications filed
after that date, i.e., FY 2008. As an aside, one could also make an argument that since, according
to the posted guidance, the results of a survey could be used for two years, surveys using the

“old” method of the combined survey/application, distributed to students in August, 2006, used



to determine the discount in FY 2007 would also be valid for two years making them valid in FY
2008 as well.

As previously noted above, there is no basis for retroactive application of this change in
SLD guidance. Moreover, the authority of the SLD to establish “guidance” that can be the basis
for a COMAD, in the absence of FCC approval, is suspect to say the least. As the FCC rules
governing the SLD prescribe, the SLD has no authority to develop or supply rules governing the
E-Rate Program where they do not exist. 47 C.F.R. § 54.702(c). The FCC has made clear that
COMADs must be based on a violation of the statute underlying the E-Rate Program or
substantive rules implementing the same adopted by the FCC.*’ Again, no such rule is cited by
the Audit Report or the COMAD.

Moreover, the FCC has stated that USAC should not be denying funding “where the
applicant made a good faith effort to comply with the funding guidelines” and should inform the
applicants prior to denying funding of “any errors regarding the discount application . . ., along
with a specific explanation of how the applicant can remedy such errors.”®® In this case, the
District made a good faith effort to check on its approach and the appropriateness or viability
was confirmed by the SLD in two different contexts before funding was approved. Now, years
later, SLD, based on the Auditor’s findings that fail to cite any FCC rule in support of its
recommendations, seeks to recover previously approved funds. The District respectfully submits

that there is no required legal foundation for such recovery.”’

7 See Fifth Report and Order, |18.

% Requests for review of the Decision of the Universal service Administrator Academia Claret, Puerto
Rico, et al., 21 FCC Red 10703, 10709 |14 (Wireline Compet. Bur. 2006).

* Indeed, even if it were determined that there was a rule in effect that governed these surveys, such good
faith reliance would justify a waiver of that rule in this case. See Request for Waiver of the Decision by
the Universal Service Administrator by Great Rivers Education Cooperative, Forrest City, Arkansas,
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D. The District’s Response to the Audit Report Finding Regarding the Use of
Non-Random Sampling

Audit Report Assertion — “Regardless, the USAC program rules also specifically state
that extrapolation from non-random samples, such as families of students who apply for financial
aid, is an unacceptable alternative mechanism. Because the NSLP applications are generally only
returned by families wishing to apply for financial aid and participate in the lunch program, the
use of applications is, in effect, a non-random sample.”

The District’s Response — This assertion is a mischaracterization of the process used by

the District. Families were expressly notified by letter that the combined income survey/NSLP
application was to be used for EITHER OR BOTH (1) providing a response to the income survey
and/or (2) applying for the NSLP. Therefore, contrary to the Audit Report’s assumptions,
families were given the option of responding to the income survey and not applying to the NSLP.
Since families were given a plain choice and the form was sent to all students enrolled, the
sample was NOT non-random.

In addition, the District incorporates by reference previous arguments relating to
retroactivity, SLD authority to “extrapolate” FCC rules where there is ambiguity or no applicable

rule, the circumstances in which COMADs are authorized and all other relevant arguments.

E. The District’s Response to the Audit Report Finding Regarding Inadequate
FCC Form 470 Service Description

Audit Report Assertion — The District “did not provide an adequate description to allow
vendors to bid in Block 2 of the FCC Form 470 of the requested services for Internal
Connections Basic Maintenance. The entire description provided on the FCC Form 470 was ‘all
eligible equipment.””

The District’s Response — The District posted a Form 470 No. 161690000612458 on

December 26, 2006 requesting bids on, among other categories, Basic Maintenance of Internal

Schools and Libraries Universal Service Support Mechanism, Order, 21 FCC Rcd 14115, 14119 {9
(Wireline Compet. Bur. 2000).
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Connections, and listing under the Service or Function, “Basic Maintenance,” and under the
Quantity and/or Capacity, “All eligible equipment.”30 Additionally, in Block 2, Line 12, the
instructions of which read “(Optional) Please name the person on your staff or project who can
provide additional technical details or answer specific questions from service providers about the
services you are seeking. This need not be the contract person listed in Item 6 nor the Authorized
Person who signs this form,” Johnston County listed the name of its IT Director and his contact
information. The form was electronically certified on December 26, 2006.

The District received one bid from 4Front Systems, Inc. quoting a price expressed as an
hourly charge for various categories of maintenance labor. The Consultant also received an
inquiry via email from CSI Outfitters, Inc. (“CSI”) asking for a list of equipment to be
maintained. The Consultant called CSI to direct them to call the person named in Block 2, Line
12, of the 470 and during the call CSI asked what the selection criteria was going to be. The
criteria contained in the attached E-Rate Bid Assessment Worksheet were discussed and when
CSI learned that their company did not posses some of the important criteria of the scoring
matrix, they elected not to bid.”!

The District kept records of maintenance required on its equipment and network software
and knew approximately the number of labor hours and parts required to adequately perform it.
They therefore contracted with 4Front for that amount of maintenance labor and parts.

The District respectively disagrees that the description entered in Block 2 of the FCC
Form 470 of “all eligible equipment” is inadequate to allow prospective service providers to bid.

Indeed, the District received a bid from 4Front which was acceptable. Additionally many other

30 See Exhibit 12.
3 See Exhibit 13.
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service providers often respond to Form 470 postings with a similar description of services
requested.

Qualified service providers with experience in providing basic maintenance service to
schools understand full well what “eligible equipment” is and what the standard configuration of
equipment is for elementary, middle, and high schools and often bid based on what the “normal”
configuration is noting that there would be additional charges if amounts of equipment exist that
exceed the “norm.” Prospective service providers also have the option of quoting an hourly labor
rate instead of a rate per piece of equipment and many do just that as did 4Front.

The Commission has previously stated that “an applicant is required to provide only

32 Here the general

general information about the services for which it seeks discounts.
description was for basic maintenance service for all equipment owned by the school that was
eligible to receive support for such basic maintenance. Unlike in Ysleta, there was no two-step
bidding process here or any failure to consider price as a primary factor in the selection of the
bidder.”® And this FRN involved Basic Maintenance of Internal Connections; the problem in
Ysleta was that the Form 470 specified that it was for virtually every service available on the
eligible services list. The Commission’s concern was in part driven by the fact that a service

provider could not really even tell which services the applicant wanted. Basic Maintenance for

Internal Connections is a defined category of services.™

2 See Request for review of the Decision of the Universal Service Administrator by Brooklyn Public
Library, Brooklyn, New York, Order, 17 FCC Red 18598, 42 n. 4 (2000).

* See Request for Review of the Decision of the Universal Service Administrator by Ysleta Independent
School District, Order, 18 FCC Rcd 26406, 26423 {35, n. 100 (2003).

** The Commission has provided general guidance about Basic Maintenance is deciding its eligibility for
E-Rate Program support — “repair and upkeep of previously purchased eligible, hardware and basic
technical support, including configuration changes.” See Schools and Libraries Universal Support
Mechanism, Third Report and Order and Second Further Notice of Proposed Rulemaking, 18 FCC Red
26912, 26921-22 923 (2003).
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Furthermore, as noted above, the Form 47 provided a contact person to address the need
for additional information about the services being sought and at least one potential bidder
availed itself of that opportunity. Therefore, because any bidder could have made inquiry, all
bidders were on a “level playing field” and therefore there could have been no actual harm to the
competitive bidding process.35 There is no evidence that any other bidders were not considered.®
Absent any demonstration of any such competitive advantage, the competitive bidding process
should not be deemed to have been compromised.37

Audit Report Assertion - “Although JCSD received and accepted a bid from the eventual
service provider for this FRN, JCSD did not respond to an additional FCC Form 470 responder.
The additional responder replied on January 15, 2007, within the 28 day period after the posting
of the FCC Form 470 on December 26, 2006, stating: “...please provide me with a detailed list
of equipment that you are looking to have Basic Maintenance on below” and “Please let me
know as soon as possible, we would like to bid on both of these [internal maintenance and

internal connections].” This indicates that the service provider did not have enough information
to submit a bid to JCSD for consideration.”

The District’s Response — The District did respond to the request for additional

information, but it was the prospective service provider who decided not to bid based on his
perceived inability to meet the criteria being used to determine the winning bidder by the
District, not because he did not have adequate information to bid.

Audit Report Assertion — FCC Form 470 shall include, at a minimum, the following
information, to the extent applicable with respect to the services requested:

(i1) The internal connections, if any, that the school or library has in place or has budgeted to
install in the current, next, or future academic years, or any specific plans for an organized
voluntary effort to connect the classrooms.

¥ See Requests for Review of Decisions of the Universal Service Administrator by Approach Learning
and Assessment Centers et al, Order, 23 FCC Red 15510, 15513-14 48 (Telecom. Access Policy Div.
2008).

% See Request for Review of a Decision of the Universal Service Administrator by Aberdeen School
District, Order, 22 FCC Red 8757, 8763 9 (2007).

7 1d., q8; See Requests for Review of Decisions of the Universal Service Administrator by Delano Joint
High School District et al., Order, 23 FCC Red 15399, 15403-04 {8 (Telecom. Access Pol. Div. 2008);
Request for Review of a Decision of the Universal Service Administrator by Hillsboro Independent School
District, Order, 23 FCC Red 15424, 15429 410 (Telecom. Access Pol. Div. 2008).
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(iii) The computer software necessary to communicate with other computers over an internal
network and over the public telecommunications network currently available or budgeted for
purchase for the current, next, or future academic years.”

The District’s Response — These requirements relate normally to the Internal

Connections category and not the Basic Maintenance of Internal Connections category. It would
be impractical to list all of the basic maintenance eligible equipment within the Form 470; nor is
it necessary to receive a proper bid as evidenced by the 4Front bid. The District did not desire to
publish a formal RFP, but instead completed Block 12 which contains the specific instructions of
“Please name the person your staff or project who can provide additional technical details or
answer specific questions from service providers about the services you are seeking. This need
not be the contract person listed in Item 6 or the Authorized Person who signs this form.” It
seemed logical to the District by completing Block 12 that any prospective service provider
needing additional information to bid would contact the person so named in Line 12. And one
prospective bidder who did have questions made such a contact and that bidder decided not to
proceed.38

For these and all the foregoing reasons, the COMAD should be rescinded because there
has been no violation of the applicable rules regarding the use of “surveys” or FCC Form 470
service descriptions. In the alternative, the Commission should waive the rules under these

circumstances.

* Finally, there is no evidence of any intent to defraud or misuse the funds of the E-Rate Program and in
such circumstances, when combined with the other factual circumstances, there is not grounds to justify
the harsh penalty of a COMAD seeking to recover all the funds. See generally Request for Waiver of the
Decision of the Universal Services Administrator by Barberton City School District, Barberton, Ohio et
al., Schools and Libraries Universal Service Support Mechanism, Order, 23 FCC Red 15526, 15530, 7
(Telecom. Access Pol. Div. 2008). Considerations of equity and hardship also support such a result. See
generally Requests for Review of Decisions of the Universal Service Administrator by Approach Learning
and Assessment Centers et al, Schools and Libraries Universal Service Support Mechanism, Order, 23
FCC Red 15510-15513-14, 48 (Telecom. Access Pol. Div. 2008). See Request for Review of Decision of
the Universal Service Administrator by Radford City Schools, Radford, Virginia, Schools and Libraries
Universal Support Mechanism, Order, 23 FCC Red 15451, 15453 94 (Telecom. Access Pol. Div. 2008).
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VI. REQUEST FOR WAIVER

A. The Law

The Commission’s rules allow for the waiver of a Commission rule “for good cause
shown.”” The Commission has extended this waiver authority to limited waivers of USAC
rules. For example, in Bishop Perry, the Commission noted that it “has vested in USAC the
responsibility of administering the application process for the schools and libraries universal

service support mechanism.”* Pursuant to that authority, USAC developed procedures relating

1

to the application and appeals process.*’ Thus, in Bishop Perry, the Commission applied the
P pp pp

47 C.E.R. § 1.3 waiver rule to allow a limited waiver of USAC procedures.*
The FCC has established the following guidance for determining whether a waiver is

appropriate:

A rule may be waived where the particular facts make strict
compliance inconsistent with the public interest. In addition, the
Commission may take into account considerations of hardship,
equity, or more effective implementation of overall policy on an
individual basis. In sum, waiver is appropriate if special
circumstances warrant a deviation from the general rule, and such
deviation would better serve the public interest than strict
adherence to the general rule.”

¥47CFR.§ 1.3.
0 Bishop Perry, (4.
* Bishop Perry dealt with USAC application procedures known as “minimum processing standards.” Id.
4
Id.

* Requests for Review by Richmond County School District, 21 FCC Red 6570, 6572 5 (2006) (internal
references omitted) (citing Northeast Cellular Tel. Co. v. FCC, 897 F.2d 1164, 1166 (D.C. Cir. 1990) and
WAIT Radio v. FCC, 418 F.2d 1153, 1157 (D.C. Cir. 1969), aff’d, 459 F.2d 1203 (D.C. Cir. 1972)).
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B. Limited Request for Waiver of the Commission’s Rules, Including the Rules
Relating to Surveys

Should the Commission decide not to accept the District’s interpretation of the FCC’s
survey rule, the District seeks a limited waiver of Section 54.505(b)(1) of the Commission’s

rules which states:

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 behalf of 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.**

The FCC’s discount rule does not specify the survey mechanism to be used to determine
the poverty level in an individual school or district-wide. As the facts indicate, the SLD did not
expressly permit or prohibit the use of surveys/applications to determine a school’s income level.
In fact, when the District sought guidance from the SLD about the continued use of a combined
survey/application for the NSLP, the SLD stated that it did not have a problem with such an
approach. Furthermore, the SL.D did not expressly prohibit the use of a survey/application until
June of 2006. Since policy changes cannot be applied retroactively, the District’s continued use
of a survey/application was appropriate. In the event that the Commission disagrees, the District
seeks a limited waiver of the FCC’s discount rule and the SLD guidance adopted in June 2007 to

permit the District to retain the funding that it has already received for FY 2007.

47 CFR. § 54.505(b)(1). All these various considerations relating to waivers discussed herein are
equally applicable to and support a waiver of any technical violation of the requirements relating to
service descriptions on FCC Form 470.
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Strict compliance with the Commission’s rules would not be in the public interest. In

Bishop Perry, the FCC granted 196 appeals of decisions denying funding due to “clerical or

5545

ministerial errors in the application. In that case, the FCC found good cause to waive the

minimum processing standards established by USAC, finding that “rigid compliance with the
application procedures does not further the purposes of section 254(h) or serve the public
interest.”*® Many of the appeals in Bishop Perry involved staff mistakes or mistakes made as a
result of staff not being available.”’ The Commission granted the waivers for good cause, noting
that:

[T]he primary jobs of most of the people filling out these forms
include school administrators, technology coordinators and
teachers, as opposed to positions dedicated to pursuing federal
grants, especially in small school districts. Even when a school
official has learned how to correctly navigate the application
process, unexpected illnesses or other family emergencies can
result in the only official who knows the process being unavailable
to complete the application on time. Given that the violation at
issue is procedural, not substantive, we find that the complete
rejection of each of these applications is not warranted. Notably,
at this time, there is no evidence of waste, fraud or abuse, misuse
of funds, or a failure to adhere to core program requirements.
Furthermore, we find that denial of funding in these cases would
inflict undue hardship on the applicants.48

The Commission directed USAC to allow applicants the opportunity to fix ministerial

and clerical errors and concluded that such an opportunity would “improve the efficiency and

* Bishop Perry, 1.

“Id., q11. The Commission departed from prior Commission precedent, noting that the departure was,
“warranted and in the public interest.” [d., 9. The Commission noted that many of the rules at issue
were procedural, and that a waiver is consistent with the purposes of Section 254, which directs the
Commission to “enhance . . . access to advanced telecommunications and information services for all
public and non-profit elementary and secondary school classrooms, health care providers and libraries.”
Id.

1d., q13.
®1d., q14.
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effectiveness of the Fund.”* The District clearly falls into the same category, due to the fact that
the District sought advice from the SLD regarding its survey/application and the SLD confirmed
that continued use of such a document would not be a problem. A limited waiver of the survey
rule will not adversely affect any other applicant. The Commission may also take into
consideration “hardship, equity, or more effective implementation of overall policy on an
individual basis.”* In this case, deviation from the Commission’s rules would better serve the
public interest than strict application of the appeal filing deadline. Moreover, the overwhelming
contemporaneous evidence proves that the District took steps to confirm that the use of a
combined survey/application was appropriate and received confirmation of the same from the
SLD before proceeding. Thus, any errors in this case should not be considered substantive, and
there is no evidence of waste, fraud or abuse, misuse of funds, or a failure to adhere to core

program requirements.”'

VII. CONCLUSION AND REQUEST FOR RELIEF

First, the District requests the Commission to make a finding that USAC did not properly

apply its discount rules and, based on the evidence submitted, that there has been no discount

¥ 1d., q23.

0 Request for Waiver of the Decision of the Universal Service Administrator by Owensboro Public
Schools, Owensboro, Kentucky, Order, 21 FCC Red 10047, {5 (2006).

*! Where there is no evidence of any intent to defraud or misuse the funds of the E-Rate Program and in
such circumstances, when combined with the other factual circumstances, there is not grounds to justify
the harsh penalty of a denial of these funds. See generally Request for Waiver of the Decision of the
Universal Services Administrator by Barberton City School, Barberton, Ohio et al., Schools and Libraries
Universal Service Support Mechanism, Order, 23 FCC Red 15526, 15530 7 (Telecom. Access Pol. Div.
2008). Considerations of equity and hardship also support such a result. See generally Requests for
Review of Decisions of the Universal Service Administrator by Approach Learning and Assessment
Centers et al, Schools and Libraries Universal Service Support Mechanism, Order, 23 FCC Red 15510,
15513-14 {8 (Telecom. Access Pol. Div. 2008). See Request for Review of Decision of the Universal
Service Administrator by Radford City Schools, Radford, Virginia, Schools and Libraries Universal
Support Mechanism, Order, 23 FCC Red 15451, 15453 4 (Telecom. Access Pol. Div. 2008). Again all
these considerations and the others described above also support a waiver of any technical violation of the
requirements relating to service descriptions on FCC Form 470.
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rule violation. The District respectfully requests that the Commission grant the Request and
direct USAC to rescind the COMAD within 30 days. The District also respectfully requests that
the Commission find that there has been no violation of the rules relating to service descriptions.
As pointed out above, this is not a Ysleta case.

Second, in the alternative, if necessary, the Commission should waive its discount rule,
because there is no evidence of waste, fraud, or abuse, or failure to comply with the core
program requirements, and the District complied with the discount rule requirements. The funds
have already been disbursed and put to good use by the District to provide much needed services
to its students. The Commission should do the same under the circumstances here for the service
description issue. The mistakes at the heart of this Request are not substantive errors and, thus, a
limited waiver would be in the public interest. At all times the District made a good faith effort
to comply with the Commission’s rules and there is no evidence of waste, fraud or abuse.

In the spirit of Bishop Perry, the Commission should grant the Request. The District has
demonstrated good cause for a limited waiver of the Commission’s discount rules: any mistakes
that were made with respect to the survey were not substantive and were inadvertent; there is no
evidence of waste, fraud, or abuse, and the District complied with core program requirements;
and the public interest would be served by permitting the District to keep the much-needed E-

Rate Program funds.
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Respectfully submitted,
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Paul C. Besozzi ohn W. Hughes

Carly T. Didden Johnston County School District
Patton Boggs LLP c/o New Hope Foundation

2550 M Street NW One Valentine Lane

Washington, DC 20037 Chapel Hill, NC 27516

(202) 457-6000 (919) 968-4332

Counsel to New Hope Foundation Contracted Consultant & Contact

for Johnston County School District

Dated: July 13, 2011
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New Hope Foundation
One Valentine Lane
Chapel Hill, NC 27516

October 14, 2010

VIA ELECTRONIC FILING

Ms. Marlene H. Dortch

Secretary

Federal Communications Commission
445 12th Street SW

Washington, DC 20554

Re:  Appeal of USAC Decision On Appeal of Notification of Commitment Adjustment in
CC Docket No. 02-6

Applicant Name: Johnston County School District
Billed Entity Number: 126867

Funding Year 2007

Form 471 App. Number: 569961

Funding Request Numbers: 1590932

Dear Ms. Dortch:

Johnston County School District of Johnston County, Notth Carolina (“Johnston County” or
“District), acting through counsel and pursuant to Sections 54.719-54.721 of the Commission’s
rules', hereby timely files this Request for Review or Waiver (“Appeal”). The Appeal requests
Commission review of the adverse decision of the Administrator of the Universal Service
Administrative Company (“USAC”) denying the funding request enumerated above for Funding
Year 2007 and seeking recovery of previously disbursed E-Rate Program support funds.”

More specifically, on September 16, 2010, USAC’s Schools and Libraries Division (“SLD”) issued a
decision denying an appeal filed by Johnston County with USAC. In its decision on appeal USAC
held that its previously-issued determination to recover or rescind the funds® was justified based on
audit findings that (a) the District failed to adequately describe the Basic Maintenance for Internal
Connections being sought under the relevant FCC Form 470 and (b) the District failed to properly
determine its discount eligibility based on 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. See Exhibit 1.

147 CER. §§ 54.719-54.721.

2 Administrator’s Decision on Appeal - Funding Year 2007 — 2008, Johnston County School District (September 16,
2010), attached as Exhibit 1.

3 Notification of Commitment Adjustment Letter, June 22, 2010 (“COMAD").

5123979



Ms. Marlene H. Dortch
October 14, 2010
Page 2

Johnston County is aggrieved by USAC’s September 16, 2010 decision and submits that for various
reasons outlined in its original August 5, 2010 appeal to USAC and others that the decision is
unjustified and in error. The District’s generic description of the services under Basic Maintenance
for Internal Connections did not violate applicable precedent on service descriptions. Further, the
decision regarding the District’s determination of the applicable discount rate is unwarranted and
unjustified under the rules, policies and requirements governing the use of surveys in place at the
time that the calculations were made.

Johnston County is filing this Appeal well prior to the 60-day appeal period prescribed by the
Commission’s rules because USAC, on September 17, 2010, issued a Demand Payment Letter,
requiring payment of the amount sought to be recovered, with such payment due in 30 days (e.g., by
October 17, 2010), even though the period for filing an FCC appeal will not expire until mid-
November.* In the past USAC staff has informed the undersigned counsel that the only way to
forestall the further implementation of USAC’s collection process, even though the FCC appeal
period had not yet expired, was to file an appeal with the Commission.

Johnston County will supplement this Appeal with a full discussion of the facts, the District’s
position and supporting arguments.

Respectfully submitted,
JOHNSTON COUNTY SCHOOL DISTRICT

pik

By: John W. Hughes
Contracted Consultant & Contact for Jobnston County School District

4 Demand Payment Letter, September 17, 2010. See Exhibit 2 attached hereto.
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Universal Service Administrative Company
Schools & Libraries Division

Adminis

September 16, 2010

John W. Hughes

New Hope Foundati

One Valentine Lane
Chapel Hill, NC 27

Re: Applicant Nan
Billed Entity ]
Form 471 Apr
Funding Requ
Your Corresp

After thorough revie
Division (SLD) of t
decision in regard tg
Adjustment Letter f;
basis of USAC's deq
appealing this decis
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receive a separate le
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strator’s Decision on Appeal — Funding Year 2007-20608

on
516

JOHNSTON COUNTY SCHOOL DIST

he:
Number: 126867
lication Number: 569961
est Number(s): 1590932

ndence Dated: August 05, 2010

>w and investigation of all relevant facts, the Schools and Libraries
he Universal Service Administrative Company (USAC) has made its
your appeal of USAC's Funding Year 2007 Commitment

or the Application Number indicated above. This letter explains the
rision. The date of this letter begins the 60 day time period for

jon to the Federal Communications Commission (FCC). If your
luded more than one Application Number, please note that you will
ttetr for each application.

mmber(s): 1590932

Decision on Appeal;

Explanation:
e According tc
District is i
shows that
provide an a
FCC Form 4
was conveye
provided on
(specifically
that the desc
equipment"

Denied

» our records, USAC has determined that the Johnston County School

réL)V-'riolation of FCC rules regarding competitive bidding. The record

ing the course of an audit it was found that the District did not
dequate description to allow vendors to bid within Block 2 of the

70 for the requested Basic Maintenance of Internal Connections. As
d withinin SL2008BE336 01 in Condition, the entire description
the FCC Form 470 was "all eligible equipment". On the appeal

on page 15) you state that "Johnston County respectfully disagrees
ription entered in Block 2 of the FCC Form 470 of "all eligible

s inadequate to allow perspective service providers to bid".

10
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Visit us online at: www., usac.org/sl/




If your appeal has b
appeal these decisio
full, partially approy
You should refer to
Your appeal must b
Failure to meet this
are submitting your
Secretary, 445 12th

USAC's review of your Form 471 application also determined that your discount

eligibility s}
5,2010 on g
2007 schoo
in August a
AND/OR tg
earlier, each
survey/NSL
perfectly cle
lunch progr
they could
reduced lun
overturn the
Evaluation
Letter of Jus
measured b}
reduced prig
approved alj
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in your apps
appeal.

FCC Rules j
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is measured
that are elig]
Program, or
of poverty is
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Section 8, 0
Federal-Stat
and Order, 1
8,1997). The

n
L

only eligible to receive a 74 percent discount. This determination was
nisapplication by the applicant in using the alternative mechanism
hod" for determining poverty levels. Since you did not demonstrate

Y

e

b

rould have been 74%. While you state in your appeal letter of August
bage 7 that "Johnston County for the 2004-2005, 2005-2006 and 2006-

years distributed to each student at the beginning of the school year

form that could both be used to participate in a family income survey

apply for the NSLP program", and again on page 10 that "As stated

| school in the district sent to each student a combined E-Rate income
P free & reduced lunch application along with a letter that made it

ar that a student's family could apply for the NSLP free & reduced
and not participate in the E-Rate income survey by so indicating,
articipate in the E-Rate income survey and not apply for NSLP free &

ch by so indicating, or do both or neither." These statements do not

condition of Finding No. SL.2007BE110_F02 or the TCBA (Auditor)

»f Response. In addition, as stated in the Commitment Adjustment
1e 8, 2010, FCC rules indicate that the level of poverty shall be
v the percentage of the student enrollment that is eligible for a free or

e lunch under the national school lunch program or a federally-
ernative mechanism. During an audit it was determined that the

al that the initial USAC findings were incorrect, USAC denies your

provide that the discount available to an applicant is determined by

poverty and high cost. 47 C.F.R. sec. 54.505(b). The level of poverty
by the percentage of students enrolled in a school or school district
ble for a free or reduced price lunch under the National School Lunch -
a federally-approved alternative mechanism. Alternatively, the level
measured according to participation in Medicaid, Food Stamps,

ary Security Income (SSI), Federal Public Housing Assistance or

Low Income Home Energy Assistance Program (LIHEAP). See

e Joint Board on Universal Service, CC Docket No. 96-45, Report

2 FCC Red 8776, 9045, FCC 97-157 para. 510 n.1334 (rel. May

> high cost determination is made pursuant to FCC Rules that classify

a school or library as rural or urban. 47 C.F.R. sec. 54.505(b)(3). An applicant's

discount rats
poverty and
54.505(c)

> is determined by reference to a matrix based upon the level of

whether the entity is classified as rural or urban. 47 C.F.R. sec.

een approved, but funding has been reduced or denied, you may

ns to either USAC or the FCC. For appeals that have been denied in
ved, dismissed, or canceled, you may file an appeal with the FCC.
CC Docket No. 02-6 on the first page of your appeal to the FCC.

e received or postmarked within 60 days of the date on this letter.
requirement will result in automatic dismissal of your appeal. If you
appeal via United States Postal Service, send to: FCC, Office of the
Street SW, Washington, DC 20554. Further information and options -

10
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John W. Hughes
New Hope Foundation
One Valentine Lang
Chapel Hill, NC 27516

Billed Entity Number: 126867
Form 471 Application Number: 569961
Form 486 Application Number:
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USAC

Universal Service Administrative Comy

September 17, 2010

John Hughes
JOHNSTON COUNTY  SCHOOL
New Hope Foundation

Chapel Hill, NC 29516

Re: Form 471 Applicati
Funding Year:
Applicant's Form I
Billed Entity Numbe
FCC Registration Mt
SPIN:

Service Provider N
Service Provider Cg¢

Payment Due By:

You were previously s
you of the need to re
on the Funding Commit
of Commitment Adjustm
letter.

The balance of this d
Failure to pay the de
in interest, late paw
“Red Light Rule.” Th
Form 471 applications
has not paid the debt
within 30 days of the
Light Rule, please se
FCC website at http:/

If the Universal Serv
the applicant and the
violation, then, purs
Order (FCC 04-181), U
from BOTH parties and
have fully paid the d
service provider are
in the Funding Commits
Adjustment Report.

Scha
100 Sou

Demand Payment Letter

Funding Year 2007: July 1, 2007 - June 30, 2008 )
DIST
bn Number: 568961
2007
jentifier: Johnston P2 2007
= ol 126867
qmber : 0011940847
143017706
ame : NWN Corporation—-Raleigh

bntact Person: Angela Becker

10/17/2010

ent a Notification of Commitment Adjustment Letter informing
cover funds for the Funding Request Number(s) (FRNs) listed

ment Adjustment Report (Report) attached to the Notification
ent Letter. A copy of that Report is attached to this

ebt is due within 30 days from the date of this letter.
bt within 30 days from the date of this letter could result
ment fees, administrative charges, and implementation of the
FCC’s Red Light Rule requires USAC to dismiss pending FCC
if the entity responsible for paying the outstanding debt
or otherwise made satisfactory arrangements to pay the debt
notice provided by USAC. For more information on the Red
“Red Light Frequently Asked Questions (FAQs)” posted on the
www.fcc.gov/debt_collection/faqg.html.

o

4

=

ice Administrative Company (USAC) has determined that both
service provider are responsible for a Program rule

nant to the Order on Reconsideration and Fourth Report and
S5AC will seek recovery of the improperly disbursed amount
will continue to seek recovery until either or both parties
ebt. If USAC has determined that both the applicant and the
responsible for a Program rule violation, this was indicated
nent Adjustment Explanation on the Funding Commitment

ols and Libraries Division - Correspondence Unit
th Jefferson Road, P.O. Box 902, Whippany, NJ 079881
Visit us online at: www.usac.org/sl

Schools & Libraries Division



If USAC is attempting
and the servic provide
determine who will be
however, that the debt
provider. Therefore, ¥
timely manner.

Please remit payment f
shown in the Report.

include a copy of the
Universal Service Admi

If sending payment by
Airborne, Federal Expy

Bank of America

c/o Universal Service
1075 Loop Road
Atlanta, GA 30337
Phone 404-209-6377

If you are located in
major courier service,

Universal Service Admi
P.0O. Box 1050556
Atlanta, GA 30348-505¢
Phone 404-~209-6377

Local messenger servid
above address.

Payment is due within 3

Complete Program infoy
www.usac.org/sl/. You
using the “Submit a Qu
by phone at 1-888-203-

Universal Service Admi]
Schools and Libraries

Angela Becker
NWN Corporation-Ra

cc:

Schools and Libraries

to collect all or part of the debt from both the applicant
r, then you should work with your service provider to
repaying the debt to avoid duplicate payment. Please note,
is the responsibility of both the applicant and service
ou are responsible for ensuring that the debt is paid in a

or the full “Funds to be Recovered from Applicant” amount
To ensure that your payment is properly credited, please
Report with your check. Make your check payable to the
nistrative Company (USAC).

U. s. (e.qg.
ess,

Postal Service or major courier service
and UPS) please send check payments to:

Administrative Company (105056)

the Atlanta area and use a local messenger rather than a
please address and deliver the package to:

nistrative Company

e should deliver to the Lockbox Receiving Window at the

) days from the date of this letter.
mation i1s posted to the SLD section of the USAC website at
may also contact the SLD Client Service Bureau by email

8100.

nistrative Company
Division

leigh

Division/USAC 1DL Page 2 of 3

estion” link on the SLD website, by fax at 1-888-276-8736 or
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Funding Request Numbe
Services Ordered:
SPIN:

Service Provider Namg:

Contract Number:
Billing Account Numbe
Site Identifier:
Original Funding Comm

Commitment Adjustment
" Adjusted Funding Comm

Funds Disbursed to D&
Funds to be Recovered

Funding Commitment Ad

After a thorough inve
must be rescinded in
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adequate description
Basic Maintenance of
description provided
issued and Box 11lb w4
an RFP. Therefore, t
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by $62,592.00. On the
discount. FCC rules i
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lunch under the natio
mechanism. During the
to receive a 74 perce
provided showing the
("National School Lun

Schools and Libraries

Funding Commitment Adjustment Report
Form 471 Application Number: 569961

15380932

INTERNAL CONNECTIONS MNT
143017706

NWN Corporation-Raleigh
NA

919-934-6031

126867

$352,080.00

$352,080.00

$0.00

$352,080.00
$352,080.00

itment:

Amount:

itment:

te:

from Applicant:
justment Explanation:

stigation, it has been determined that this funding commitment
full. On your FY 2007 FCC Form 470 you certified that all bids
efully considered and that the bid selected would be for the
ervice or equipment offering. During an audit it was

ailed to consider all bids submitted. You did not provide an
in Block 2 of the FCC Form 470 of the requested services for
Internal Connections to allow vendors to bid. The entire

on the FCC Form 470 was "all eligible equipment". No RFP was

s checked on the FCC Form 470 indicating no intent to release
here was no additional description available for interested
allow them to bid. Although you received and accepted a bid
vice provider for this FRN, there was no evidence that you
ional responder who replied on January 15, 2007, within the 28
posting of the FCC Form 470 on December 26, 2006, stating:

th a detailed list of equipment that you are looking to have
below" and "Please let me know as soon as possible, we would
f these [internal maintenance and internal connections]." This
t the Form 470 did not have enough information to allow the
oviders to formulate a bid. The FCC rules require that the
ona fide request for services by conducting internal

mponents necessary to use effectively the discounted services
g a complete description of services they seek so that it may
ng providers to evaluate and certify to certain criteria under
ince you failed to issue a request for proposal, as well as
rovide detailed and specific information of the services

the potential bidders from formulating their bids and/ox

1 bids received and choose the most cost-effective solution
etitive bidding process. Accordingly, your funding commitment
full and USAC will seek recovery of any disbursed funds from

d that the funding commitment for this request must be reduced
original Form 471 the applicant was approved at a 90 percent
ndicate that the level of poverty shall be measured by the.
dent enrollment that is eligible for a free or reduced price
nal school lunch program or a federally-approved alternative
audit it was dsicovered that the applicant is only eligible
nt discount. This determination was based on documentation
Applicant used an unacceptable survey method to the NSLP

ch Program") forms received; the applicant increased the

PLEASE SEND A COPY OF THIS PAGE WITH YOUR
CHECK TO ENSURE TIMELY PROCESSING

Division/USAC 1DL Page 3 of 3
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number of eliga
its FCC Form 4

1ble students in certain schools within the district on
71 applications. This increase in eligible students

improperly increased the determined poverty level and resulted in an

incorrect and higher USAC discount rate.
has been reduced by $62,592.00

Accordingly, the commitment
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amount* (discount percentage approved on the Form 471 less the discount
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recovery is so
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rules require t
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will seek recovery from the applicant. Note that full
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On your FY 2007 FCC Form 470 you certified that
state and local

During the audit it was
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to use effectivyely the discounted services they order,

complete descri
competing provi
penalty of perj
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ury. Since you failed to comply with local and state

procurement laws you violated the competitive bidding process.

Accordingly, yd
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will seek recovery of any disbursed funds from the applicant.
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documented expl
received discld
substantially 1
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been determined that this funding commitment must be
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n process. This determination was based on the fact that
ad inadequate documentation concerning how it selected
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ed. Additionally there was no indication that a response
interested service providers inquiry to provide
ontracted amount was increased from the offer without
anation and the documentation support for services

sed that services received were materially &

ess than what was paid for. FCC rules require that

ct the most cost-effective product and/or service
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factors into cénsideration, but in selecting the winning bid, price
must be given Hore weight than any other single factor. Ineligible

products and se
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Universal Service Administrative Company
Schools & Libraries Division

Administrator’s Decision on Appeal — Funding Year 204$7-2008

September 16, 2010

John W. Hughes
New Hope Foundat

One Valentine Lane

Chapel Hill, NC 27

on

516

Re: Applicant Name: JOHNSTON COUNTY SCHOOL DIST
Billed Entity Number: 126867
Form 471 Application Number: 569961
Funding Request Number(s): 1590932

Your Corresp

After thorough revig
Division (SLD) of t
decision in regard tg
Adjustment Letter fi
basis of USAC's dex
appealing this decis
Letter of Appeal inc
receive a separate lg

Funding Request Nt

ndence Dated: August 05, 2010

>w and investigation of all relevant facts, the Schools and Libraries
he Universal Service Administrative Company (USAC) has made its
your appeal of USAC's Funding Year 2007 Commitment

or the Application Number indicated above. This letter explains the
rision. The date of this letter begins the 60 day time period for

ion to the Federal Communications Commission (FCC). If your
luded more than one Application Number, please note that you will
tter for each application.

imber(s): 1590932

Decision on Appeal;

Explanation:

®

According t¢
District is in|

Denied

our records, USAC has determined that the Johnston County School
violation of FCC rules regarding competitive bidding. The record

shows that during the course of an audit it was found that the District did not

provide an a
FCC Form 4
was conveye
provided on
(specifically
that the desc
equipment”

dequate description to allow vendors to bid within Block 2 of the

70 for the requested Basic Maintenance of Internal Connections. As
d withinin SL2008BE336 01 in Condition, the entire description
the FCC Form 470 was "all eligible equipment". On the appeal

on page 15) you state that "Johnston County respectfully disagrees
ription entered in Block 2 of the FCC Form 470 of "all eligible

s inadequate to allow perspective service providers to bid".
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USAC's review of your Form 471 application also determined that your discount
eligibility should have been 74%. While you state in your appeal letter of August
5,2010 on page 7 that "Johnston County for the 2004-2005, 2005-2006 and 2006-

2007 schoo
in August a
AND/OR tq
earlier, each
survey/NSL
perfectly cle
lunch progr
they could ¢
reduced lun
overturn the
Evaluation
Letter of Jur
measured by
reduced pric
approved ali
applicant is
based on an
"survey met
in your apps
appeal.

FCC Rules
indicators o}
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that are eligi
Program, or
of poverty is
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Section 8, o1
Federal-Stat]
and Order, |
8,1997). The
a school or ]
discount ratg
poverty and
54.505(c)

S
2

-3

years distributed to each student at the beginning of the school year
form that could both be used to participate in a family income survey
apply for the NSLP program", and again on page 10 that "As stated
school in the district sent to each student a combined E-Rate income

P free & reduced lunch application along with a letter that made it

ar that a student's family could apply for the NSLP free & reduced

am and not participate in the E-Rate income survey by so indicating,

articipate in the E-Rate income survey and not apply for NSLP free &

ch by so indicating, or do both or neither." These statements do not

condition of Finding No. SL2007BE110_FO02 or the TCBA (Auditor)

of Response. In addition, as stated in the Commitment Adjustment
ne 8, 2010, FCC rules indicate that the level of poverty shall be
v the percentage of the student enrollment that is eligible for a free or

e lunch under the national school lunch program or a federally-

ternative mechanism. During an audit it was determined that the

only eligible to receive a 74 percent discount. This determination was

nisapplication by the applicant in using the alternative mechanism
hod" for determining poverty levels. Since you did not demonstrate

al that the initial USAC findings were incorrect, USAC denies your

provide that the discount available to an applicant is determined by
[ poverty and high cost. 47 C.F.R. sec. 54.505(b). The level of poverty

by the percentage of students enrolled in a school or school district
ble for a free or reduced price lunch under the National School Lunch
a federally-approved alternative mechanism. Alternatively, the level
measured according to participation in Medicaid, Food Stamps,

ary Security Income (SSI), Federal Public Housing Assistance or

r Low Income Home Energy Assistance Program (LIHEAP). See

e Joint Board on Universal Service, CC Docket No. 96-45, Report

2 FCC Red 8776, 9045, FCC 97-157 para. 510 n.1334 (rel. May

> high cost determination is made pursuant to FCC Rules that classify
ibrary as rural or urban. 47 C.F.R. sec. 54.505(b)(3). An applicant's

> is determined by reference to a matrix based upon the level of
whether the entity is classified as rural or urban. 47 C.F.R. sec.

een approved, but funding has been reduced or denied, you may

ns to either USAC or the FCC. For appeals that have been denied in
ved, dismissed, or canceled, you may file an appeal with the FCC.
CC Docket No. 02-6 on the first page of your appeal to the FCC.

e received or postmarked within 60 days of the date on this letter.
requirement will result in automatic dismissal of your appeal. If you
appeal via United States Postal Service, send to: FCC, Office of the
Street SW, Washington, DC 20554. Further information and options

If your appeal has b
appeal these decisio
full, partially approy
You should refer to
Your appeal must b
Failure to meet this
are submitting your
Secretary, 445 12th
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Universal Service Administrative Company

Schools and Libraries Division

Notification of Commitment Adjustment Letter
Funding Year 2007: July 1, 2007 - June 30, 2008
June 22, 2010

John Hughes
JOHNSTON COUNTY SCHOOL DIST
New Hope Foundation

Chapel Hill, NC 27514

Re: Form 471 Application Number: 569961
Funding Year: 2007
Applicant's Form Identifier: Johnston P2 2007
Billed Entity Number: 126867
FCC Registration Number: 0011940847
SPIN: 143017706
Service Provider Name: NWN Corporation-Raleigh
Service Provider Contact Person: Angela Becker

OQur routine review of|Schools and Libraries Program (Program) . flunding commitments
has revealed certain applications where funds were committed in violation of
Program rules.

In order to be sure that no funds are used in violation of Program rules, the
Universal Service Administrative Company (USAC) must now adjust| your overall
funding commitment. The purpose of this letter is to make the [required
adjustments to your funding commitment, and to give you an opportunity to appeal
this decision. USAC has determined the applicant is responsiblle for all or some
of the violations. Therefore, the applicant is responsible to [repay all or some
of the funds disbursed in error (if any).

This is NOT a bill. If recovery of disbursed funds is required, the next step in
the recovery process is for USAC to issue you a Demand Payment [Lettexr. The
balance of the debt will be due within 30 days of that letter. | Failure to pay the
debt within 30 days from the date of the Demand Payment Letter |could result in
interest, late payment fees, administrative charges and implementation of the “Red
Light Rule.” The FCC’s Red Light Rule requires USAC to dismiss pending FCC Form
471 applications if the entity responsible for paying the outstanding debt has not
paid the debt, or otherwise made satisfactory arrangements to pay the debt within
30 days of the notice |provided by USAC. For more information on the Red Light
Rule, please see “Red|Light Frequently Asked Questions (FAQs)” posted on the FCC
website at http://www/fcc.gov/debt collection/fag.html.

Schoolls and Libraries Division - Correspondence|Unit
100 Southj Jefferson Road, P.0O. Box 902, Whippany, NJ 07981
Visit us online at: www.usac.org/sl




TO APPEAL THIS DECISI

You have the option pf filing an appeal with USAC or directly

Communications Commis

ON:

sion (FCC).

with the Federal

If you wish to appeal the Commitment Adjustment Decision indichted in this
letter to USAC your appeal must be received or postmarked withiin 60 days of the

date of this letter.
dismissal of your app

1. Include the name,

eal.

address, telephone number,

fax number,

Failure to meet this requirement will result in automatic
In your letter of appeal:

and email address

(if available) for the person who can most readily discuss this appeal with us.

2. State outright that your letter is an appeal.

Identify the| date of the

Notification of Commitment Adjustment Letter and the Funding Reguest Number (s)

(FRN) you are appeali
*Billed Entity Name,
*Form 471 Application
*Billed Entity Numbex

*FCC Registration Number (FCC RN)

3. When explaining your appeal,

ng.

Number,
, and

from the top of your letter.

Your letter of appeal must include the

copy the language or text from|the Notification

of Commitment Adjustment Letter that is the subject of your appeal to allow USAC

to more readily undej
your letter to the p
sure to keep a copy O
documentation.

4, If you are an appl

provider(s) affected by USAC’s decision.
provide a copy of your appeal to the applicant(s)

5. Provide an authori
To submit your appeal

Letter of Appeal
Schools and Libraries
100 S. Jefferson Rd.
P. 0. Box 902
Whippany, NJ 07981

For more information
Procedure” posted on

If you wish to appeal
CC Docket No. 02-6 on
must be received by t
letter. Failure tom
your appeal. We stro
described in the “App
submitting your- appea
the Secretary, 445 12

Schools and Libraries

int,

our website.

Division/USACCAL-

stand your appeal and respond appropriately.
and provide documentation to support|your appeal. Be
f your entire appeal including any correspondence and

Please keep

icant, please provide a copy of your appeal to the service

If you are a service|provider, please

Division - Correspondence Unit

Page 2 of

zed signature on your letter of appeal.

to us on paper, send your appeal to:

a decision in this letter to the FCC,
the first page of your appeal to the FCC
he FCC or postmarked within 60 days of the date of this
eet this requirement will result in automatic dismissal of
ngly recommend that you use the electronic filing options
eals Procedure” posted on our website.
L via United States Postal Service,

th Street SW, Washington, DC 20554.

4

send to:

affected by USAC’s decision.

on submitting an appeal to USAC, please see the “Appeals

you should refer to

Your appeal

If you are
FCC, Office of

06/22/2010
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FUNDING COMMITMENT ADJUSTMENT REPORT

On the pages following this letter, we have provided a Funding
Adjustment Report (Report) for the Form 471 application cited
enclosed Report includes the Funding Request Number (s) from yo
which adjustments arE necessary. See the “Guide to USAC Lette
at http://usac.org/sll/tools/reference/guide~usac-letter-report
information on each Pf the fields in the Report. USAC is also
information to your service provider(s) for informational purp
determined the service provider is also responsible for any ru
FRN(s), a separate letter will be sent to the service provider
necessary service provider action.

Note that i1f the Funds Disbursed to Date amount is less than t
Commitment amount, USAC will continue to process properly file
the Adjusted Funding|Commitment amount. Review the .Funding Co
Explanation in the attached Report for an explanation of the r
commitment (s). Please ensure that any invoices that you or yo
provider (s) submits to USAC are consistent with Program rules
Funding Commitment Adjustment Explanation. If the Funds Disbu
exceeds your Adjusted Funding Commitment amount, USAC will hav
or all of the disbursed funds. The Report explains the exact
applicant is responsible for repaying.

Schools and Libraries Division
Universal Services Administrative Company
cc: Angela Becker

NWN Corporation—-Raleigh

Schools and Libraries Division/USACCAL- Page 3 of 4

Commitment

above. The

ur application for
r Reports” posted
s.aspx for more
sending this

oses. If USAC has
le violation on the
detailing the

he Adjusted Funding
d invoices up to
mmitment Adjustment
eduction to the

ur service

as indicated in the
rsed to Date amount
e to recover some
amount (if any) the

06/22/201¢(




Funding Request Number:

Services Ordered:
SPIN:

Service Provider Nan
Contract Number:
Billing Account Numk
Site Identifier:

Original Funding Commitment:

Commitment Adjustmen

Adjusted Funding Commitment:

Funds Disbursed to D
Funds to be Recovere

Funding Commitment A

After a thorough inwv
commitment must be x
that all bids receiv
would be for the mos
audit it was determi
not provide an adequ
requested services £
to bid. The entire d
equipment”. No RFP w
indicating no intent
description availabl
Although you receive
this FRN, there was
replied on January 1
Form 470 on December
of equipment that yo
let me know as soon
maintenance and inte
did not have enough
formulate a bid. The
request for services
necessary to use eff
complete description
providers to evaluat
Since you failed to
provide detailed and

the potential bidders
bids received and cha
competitive bidding ¢

rescinded in full an
applicant.

Funding Commitment Adjustment Report for

Form 471 Application Number: 569961

1590932
INTERNAL CONNECTION
143017706

e: NWN Corporation-Ral
NA

er: 919-934-6031
126867

$352,080.00

t Amount: $352,080.00
$0.00
ate $352,080.00

d from Applicant: $352,080.00

djustment Explanation:

estigation, it has been determined that th
escinded in full. On your FY 2007 FCC Form
ed would be carefully considered and that
t cost-effective service or eguipment offe
ned that you failed to consider all bids s
ate description in Block 2 of the FCC Forn
or Basic Maintenance of Internal Connectig
escription provided on the FCC Form 470 wa
as issued and Box 1llb was checked on the F
to release an RFP. Therefore, there was
e for interested service providers to allo
d and accepted a bid from the eventual sen
no evidence that you responded to an addit
5, 2007, within the 28 day period after th
26, 2006, stating: '"please provide me wi
1 are looking to have Basic Maintenance on
ES possible, we would like to bid on both
nal connections].”" This request indicated
information to allow the interested servic
FCC rules require that the applicant subm
by conducting internal assessments of the
>ctively the discounted services they orde
of services they seek so that it may be p
and certify to certain criteria under pe
Lssue a request for proposal, as well as £
specific information of the services soug
from formulating their bids and/or faile
ose the most cost-effective solution you
vrocess. Accordingly,
] USAC will seek recovery of any disbursed

€

D

€

&
3

G

your funding commitm

S MNT

eigh

is funding

470 you certified
the bid selected
ring. During an
ubmitted. You did
470 of the

ns to allow vendors
s "all eligible

CC Form 470

no additional

w them to bid.

vice provider for
ional responder who
e posting of the FCC
th a detailed list
below" and "Please
of these [internal
that the Form 470
e providers to

its a bona fide
components

r, submitting a
osted for competing
nalty of perjury.
biled to otherwise
ht, you prevented
d to consider all
violated the

ent will be

funds from the

It was also determined that the funding commitment for this reguest must be

reduced by $62,592.0
percent discount.
by the percentage of
price lunch under th

alternative mechanism.

Schools and Libraries

FCG

0. On the original Form 471 the applicant

rules indicate that the level of poverty
the student enrollment that is eligible f
e national school lunch program or a feder
During the audit it was dsicovered that

Division/USACCAL- Page 4 of 4

was approved at a 90
shall be measured
or a free or reduced
ally-approved

the applicant is
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Certified Public Accountants and Management, Systems, and Financial Consultants
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(202) 737-2684 Fax (860) 275-6504 Fax (310) 792-7004 Fax

\ (860) 249-7246 (310} 792-7001

|

I S
I

| ;

! .

|

Independent Accountant’s Report 4
- 81.-2008-336 ‘ o

R
'
DR,

Johnston County Schaol District
2320 US 70 Business [East
PO Box 1336
Smithfield, NC 275771336
Attention: Dr. Ed Cropm — Superintendent

Mr. Terry ’ljhompson ~ MIS Director and E-Rate Contact

Universal Service Administrative Company
2000 L Street N.W.
Suite 200

Washington, D.C. 20036
Attn: Internal Audit

Federal Communications Commission
445 12 Street S.W.

Washington D.C. 2055

Attn: Inspector Genera

We have examined Johnston County School District’s, Beneficiary Number 126867, compliance
with the Federal Communications Commission’s 47 C.F.R. Part 54 Rules and Related Orders
identified in the -accom anying Attachment 1 relative to disbursements of $306,968.47 from the

" Universal Service Fund during the fiscal year ended June 30, 2008, for telecommunication
services, Internet access, internal connections, and basic maintenance of internal connections and
relative to its applicatign and service provider selection processes for Funding Years 2006 and
2007. Management i$ 1 spons1b1e for Johnston County School District’s compliance with those
requirements. Our resq nsibility is to express an oplmon on Johnston County School District’s
comphance based on ouf examination.

s
l
i

Our examination was conducted in accordance with attestation standards established by the
American Institute of ertlﬁed Public Accountants and the standards applicable to attestation
engagements contained in Government Auditing Standards, issued by the Comptrolier General of
“the United States and, a‘ cordingly, included exammmg, on a test basis, evidence about Johnston
County School Districts compliance with those requirements and performing such other

A Professional Corporation
www.tcha.com
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1

procedures as we ¢
examination provide
legal determination
requirements.

During our examina
C.F.R. Part 54 Rules
470 to allow vendo

t*]

onsidered necessary under the circumstances. We believe that our
a reasonable basis for our opinion. Our examination does not provide a
on Johnston County School District’s compliance with specified

ion, we found material deviations from the program requirements of 47
d Related Orders. We noted (1) an inadequate description on FCC Form
s to bid for basic maintenance of internal connections; (2) a wrong

determination of the poverty level resulting in USAC overpayment; (3) no ongoing review of the

Internet access filter

noncompliance with |
for services obtained;

offering; and (6) non-

to ensure minors’ online activities were effectively monitored; (4)
ocal purchasing regulations by not obtaining required board authorization
(5) inadequate documentation for selecting the most cost-effective service
payment of some non-discounted portions of requested services. Detailed

mformation relative tq

In our opinion, becau

School District has no
of $906,968.47 from ¢
telecommunication se

internal connections

g

these instances of material noncompliance is described in Attachment 2.

se of the effect of the noncompliance described above, Johnston County
L complied with the aforementioned requirements relative to disbursements
he Universal Service Fund during the fiscal year ended June 30, 2008, for
rvices, Internet access, internal connections, and basic maintenance of
d relative to its application and service provider selection processes for

Funding Years 2006 and 2007.

In addition, in accordance with Government Auditing Standards, we noted other matters that we

have reported to the
June 19, 2009. =

This report is intendec

and the Federal Comm
by anyone other than th

Washington, DC
June 19, 2009

1anagement of Johnston County School District in a separate letter dated

solely for the information and use of Johnston County School District
s within the organization, the Universal Service Administrative Company,
unications Commission and is not intended to be, and should not be, used
lese specified parties.

v Q@—(J)-—, \ﬁ“bﬂ*@ e aAA—OW' P. C.

management and other




ATTACHMENT 1

Federal Communications Commission’s (FCC’s) 47 C.F.R. Part 54 Rules and Related Orders
' With Which Compliance was Examined

Document Retention Matters

Section 54.516 (a), which Wwas effective from July 17, 1997 through November 11, 2004

Application Matters:

Section 54.501 (b), which Wwas effective as of July 17, 1997

Section 54.504 (a), which Wwas effective as of July 17, 1997

Section 54.504 (b), which Wwas effective as of July 17, 1997

Section 54.504 (b) (1), which was effective as of July 17, 1997

Section 54.504 (b) (2), which was effective as of July 17, 1997

Section 54.504 (c), which was effective as of February 12, 1998

" Section 54.505 (b), which was effective as of July 17, 1997

Section 54.505 (), as revised, which was originally effective as of July 17, 1997

Section 54.502, which was effective as of February 12, 1998

Section 54.503, which was‘ effective as of February 12, 1998

Section 54.506 (b), which was effective as of February 12, 1998
Section 54.518, which was effective as of February 12, 1998

FCC Order 03-313, paragra{ph 56, which was issued December 8, 2003

Service Provider Selection Matters:

Section 54.504 (a), which was effective as of July 17, 1997

Section 54.504 (b) (4), which was effective as of February 12, 1998
Section 54.511 (a), which was effective as 6f July 17, 1997

FCC Order 03-101, paragraph 24, which was issued on July 15, 2003
FCC Order 00-167, paragraph 10, which was issued on May 23, 2000

Receipt of Services and Reimbursement Matters:

Section 54.505 (a), which was effective as of July 17, 1997
Section 54.514 (b), which was effective as of August 14,2003
Section 52.504 (b) (2) (ii), which was effective as of July 17, 1997
Section 54.500 (b), which was effective as of August 14, 2003
Section 54.504 (b) (2) (iii), which was effective as of July 17, 1997
Section 54.513 (c), which was effective as of March 11, 2004
Section'54.504 (b) (2) (v), which was effective as of July 17, 1997
Section 54.504, which was effective as of July 17, 1997

Section 54.504 (g), which was effective as of March 11, 2004
FCC Order 03-313, paragraph 60, which was iséued on December 8, 2003




(Presented in acco

Finding No.

Assertion

Condition

o

l
l ATTACHMENT 2

d Information Relative to Material Noncompliance (Findings)

Government Auditing Standards)

(jiance with the standards applicable to attestation engagements contained in
|
|
|
|

SL2008BE336_F01

Inadequate Description on FCC Form 470 for Requested Services of
Basnc Maintenance of Internal Connections

B .2 The School/District submitted a completed FCC Form 470, including
the required certifications, signed by the person authorized to order

- telecommunications and other supported services.

C.1 The School/District made a request for competitive bids for all eligible
goods and/or services for which Universal Service Fund support was
requested and complied with applicable state and local procurement
processes included in its documented policies and procedures.

For FRN 1590932 under FCC Form 471 # 569961 for Funding Year 2007,
Johnston County School District (JCSD) did not provide an adequate
description in Block 2 of the FCC Form 470 of the requested services for
Internal Connections Basic Maintenance to allow vendors to bid. The
entire descmptlon provided on the FCC Form 470 was “all eligible
equipment.” ,

No RFP was issued and Box 11b was checked on the FCC Form 470
ndicating no intent to release an RFP. Therefore, there was no additional
description available for interested service providers to allow them to bid.

fy

Although JCSD received and accepted a bid from the eventual service
provider for this FRN, there was no evidence that JCSD responded to an
additional responder who replied on January 15, 2007, within the 28-day

period after the posting of the FCC Form 470 on December 26, 2006,
stating:

“...please provide me with a detailed list of equipment that you are
looking to have Basic Maintenance on below” and “Please let me
know as soon as possible, we would like to bid on both of these
[internal maintenance and internal connections].”

This request indicated that the Form 470 did not have enough information
tg allow the interested service providers to submit bids to JCSD for

cc‘Lnsideration. See further discussion of this matter in Finding No.
SI1.2008BE336_F05.




Criteria

Cause

Effect

Recommendation

Beneficiary
Response

TCBA
Evaluation

CFR. Title 47, Volume 3 § 54.504(b)(1)(ii) and (iii): Requests for
ervices which states:

f’(b) Posting of FCC Form 470. (1) An eligible school, library, or
consortium that includes an eligible school or library seeking to receive
discounts for eligible services under this subpart, shall submit a completed
FCC Form 470 to the Administrator. FCC Form 470 shall include, at a
inimum, the following information, to the extent applicable with respect
o the services requested:

ii) The internal connections, if any, that the school or library has in place
or has budgeted to install in the current, next, or future academic years,
or any specific plans for an organized voluntary effort to connect the
classrooms.

iii)The computer software necessary to communicate with other
computers over an internal network and over the public
telecommunications network currently available or budgeted for
purchase for the current, next, or future academic years.”

JCSD officials misunderstood the requirements to complete the FCC Form
70 for Funding Year 2007 and believed that the description provided was
dequate.

N

1V

Potential service providers did not have enough information to bid on
services requested. As a result, a more cost-effective service provider may
not have bid. The total amount disbursed under the FRN of $352,080.00
i3 subject to recovery by USAC. This FRN is also discussed-in other
findings where there may be duplication of potential recovery amounts.

<i

Ve recommend that JCSD comply with FCC Rules and Orders by
roviding sufficient written detail of the services requested on the FCC
orm 470 or in a separate RFP.

s Baw)

The referenced responding potential service provider was called after their
inquiry and it was determined that they did not possess the necessary skills

|d employee cemﬁcatlons to provide basic maintenance to Johnston
Schools. :

ing our examination, JCSD never mentioned contacting the potential
ice provider nor did they provide evidence of such a contact.
| gardless of whether the potential service provider would have been
d.emed to be qualified had they bid, their request for information
m]| icated that the Form 470 did not provide an adequate description to
alfow all interested vendors to bid for Internal Connections Basic

SC

M aintenance.




Finding Ne.

Assertion

Condition

SL2008BE336_F02

Wrong Determination of Poverty Level Due to Unacceptable Method
of Calculation

B.7. The School/District accurately determined its level of poverty, for use. -
in determining its available discount rate, by using the percentage of its
student enrollment that. is eligible for a free or reduced price lunch under
the national school lunch program or a federally-approved alternative
mechanism in the public school district in which they are located.

For FRNs 1488717, 1488460, 1488845 under FCC Form 471 #537593 for
Funding Year 2006; FRNs 1489487 and 1489064 under FCC Form 471
#537731 for Funding Year 2006; and FRN 1590932 under FCC Form 471
#569961 for Funding Year 2007, the JCSD calculated the wrong poverty.
levels on the applicable FCC Forms 471. By applying an unacceptable
survey method to the NSLP (“National School Lunch Program™) forms
received, JCSD significantly and inappropriately increased the number of
eligible students in certain schools within the District on its FCC Form
471 applications. This increase in eligible students improperly increased
the JCSD’s determined poverty level and resulted in an incorrect and
higher USAC discount rate.

To demonstrate, the following chart details 16 schools on the FCC Form
471 #569961 for Funding Year 2007 comparing the number of eligible

umber of students who actually were eligible based on NSLP application_

students (“NSLP Students”) reported on the FCC Forms 471 to the
%lorms on file for those schools

(See next page)




Funding Year 2007, FCC Form 471 #569961

NSLP Actual Number
Students NSLP over-reported

reported Students due to
School on FCC  perdistrict unacceptable

Form 471 records survey

method
1 507 330 177
2 401 233 ' 168
3 481 154 327
4 600 398 202
5 958 575 383
6 479 256 223
7 586 319 267
8 514 251 263
9 460 254 206
10 574 292 282
11 608 477 131
12 797 465 332
13 1,506 752 754
14 493 321 172
15 487 376 111
16 657 42} 236
Total 10,108 5,874 4,234

For the FCC Form 471 #569961 application used in the example, 18
schools were used in determining the poverty level; the poverty level for
the remaining 2 schools not shown in the above chart was calculated using
ne approved NSLP method. :

o=

lhe 16 schools shown in the above chart were reported using the survey-
1ethod, which is an acceptable alternative discount mechanism to
termine the poverty level. However, the survey method was improperly
applied because JCSD used the actual NSLP application forms received
aﬁld treated them as surveys rather than doing an actual survey. This is not
2 owed. JCSD did not have a survey process in place; they treated NSLP
phcatlons received (through normal NSLP application procedures) to be
|urve:ys for any school in which over 50 percent of the NSLP
applications were returned, and the JCSD treated these schools on the FCC
Form 471 under what was termed the "survey method”. The "survey
method" results were used to project the percentage of students eligible for




Criteria

Cause

Effect

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. By applying the survey method incorrectly, the
calculation used by JCSD skewed the results to achieve a higher poverty
level as only.families wishing to apply to the Free and Reduced Lunch
program responded to the applications sent from the schools.

For the two schools not shown on the chart above, the actual NSLP
application forms received were greater than 74 percent of the total school
enrollment and resulted in achieving the highest discount rate for these
schools at 90 percent. Therefore, the “survey method” was not used for
these two schools and the actual approved NSLP method was used instead.

The USAC rules specifically state that NSLP applications cannot be used
as surveys; however, there is some confusion as to when that rule came
into effect. Regardless, the USAC program rules also specifically state
that extrapolation from non-random samples, such as families of students
who apply for financial aid, is an unacceptable alternative mechanism.
Because the NSLP applications are generally only returned by families
wishing to apply for financial aid and participate in the lunch program, the
use of applications is, in effect a non—random sample.

Per 47 C.FR. 54.505(b)(1) which states: “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 -
e national school lunch program or a federally—approved alternative
echanism.”

dditionally, the FCC sanctions other mechanisms to determine a school’s
level of need, as long as those mechanisms are based on — or do not
e%tceed — the same measure of poverty used by NSLP [FCC 97-157 4 510],
- d the approach used by JCSD contravenes this FCC regulation.

1 e E-Rate consultant for JCSD held the opinion that NSLP applications

uld be used as surveys because USAC had not specifically prohibited it
though it was generally understood that surveys had to be separate from
applications, ie., since it. was not specifically prohibited, it must be
llowable. Therefore, the opinion was that if greater than 50 percent of
the students returned their NSLP applications, the percentage eligibility
could be calculated as would a survey, based on the number of responses
rather than the total enrollment. Because the. percentage of students
el glble for free and reduced lunch was miscalculated for these schools,
d}j)‘a resulting discount percentages used to calculate the shared discount
rate were mcorrect.

'.I‘he effect of the misapplication of the rules for determining poverty levels
1sithat higher shared discount rates were calculated for the FRNs under




review and USAC over-reimbursements occurred. The shared rates
reported on the FCC Forms 471 on which the funding commitments were
approved were more than what would be calculated with the proper
poverty level determinations.

In addition to the FRNs sampled and reviewed, the Condition mentioned
above also pertains to other FRNs under FCC Form 471 # 537593 that had
disbursements in the fiscal year ending June 30, 2008. Those other FRNs -
are included in this effect. The chart below indicates the differences in the
resulting USAC discount rates as a result of correcting the poverty level to
the level indicated by the number NSLP application forms on hand in the
school district for eligible students:

Correction of USAC Discount Percentage by Using
Corrected Proper Poverty Level Determination

FRN Funded Corrected
Funding Year Number Percentage Percentage
2006 . 1489487 90% 79%
2006 1488475 64% 61% -
2006 1488756 64% 61%
2006 1488460 64% 61%
2006 1489064 - 90% 79%
2006 1488717 64% 61%
2006 1488845 64% 61%
2007 1590932 90% 74%

By using the corrected USAC Discount Percentages Rates above, the
resulting overpayment by USAC relative to disbursements made during
the year ended June 30, 2008, was calculated to be $92,566.53. -This
amount is subject to recovery by USAC. The FRNs are also discussed in
other findings where there may be duplication of potential recovery
amounts

Amount Correct Amount

Funding FRN Disbursed Disbursement Overpaid

Year Number by USAC Amount by USAC
2006 1489487 $32,467.50 $ 28,499.25 $ 3,968.25
2006 1488475 9,208.24 8,776.61 431.63
2006 1488756 66,031.44 62,936.22 3.095.22
2006 1488460 88,404.22 84,260.27 4,143.95
2006 1489064  20,144.11 17,682.05 2,462.06
2006 1488717 313,980.16 299,262.34 14,717.82
2006 1488845 24,652.30 23,497.20 1,155.60
2007 1590932 352,080.00 289,488.00 62,592.00
TOTAL $92.566.53




Recommendation

Beneficiary
Response

- TCBA
Evaluation

We recommend that JCSD obtain training on the proper completion of the
Form 471, including calculation of the poverty level and resulting discount
rate, and that they properly comply with FCC Rules and Orders.

The Beneficiary Response took exception to the Condition, stating the
belief that they accurately determined the level of poverty using the
percentage of its student enrollment eligible for a free or reduced price
lunch under both the national school lunch program and a federally-
approved alternative mechanism. The JCSD officials stated that the NSLP
application form qualified as a survey form for the Funding Years under
review and as.a federally-approved alternative mechanism because there

wasn’t explicit language at the USAC website that prohibited the use of

the NSLP application form as a survey form. The JCSD pointed out that
the NSLP application form contained all the information needed for
conducting a survey and met all the requirements of a survey as delineated
on the USAC website at that point in time. JCSD officials also stated that
since NSLP application forms were made available to all enrolled
|students, the receipt of the completed application forms qualified as a
survey. Further, JCSD officials stated: “The requirement of conducting a
random survey is met when the survey is distributed to all students and
those students’ parents are prompted to complete a survey regardless of
their income or eligibility for NSLP. Indeed many parents who did not
qualify for NSLP did in fact complete surveys.”

According to the JCSD consultant, prior to June 21, 2007, USAC Program

tegrity assurance (PIA) reviewers routinely referred to surveys as
survey/applications”. Further, JCSD indicated copies of these
survey/applications” were provided to PIA reviewers during PIA review
f JCSD E-Rate funding applications for Funding Years 2006 and 2007
nd those funding applications were approved.

dditionally, JCSD stated they made a request to USAC in case numbers
1-513852 & 21-490224 to rule on the matter of using a NSLP application
rm as a survey and the ruling on both cases specifically approved this
actice.

ee Appendix 1 for the full verbatim response received from the
neficiary.)

fe

|
i

|
|
il is same finding was reported last year dealing with funds disbursed for
e year ending June 30, 2007 (Funding Years 2005 and 2006), and USAC
cc;mcurred with the findings and sought recovery of funds from JCSD.
Ir.‘1 JCSD’s current response, they do not refute that the survey method
u%ed was an extrapolation from a non-random sample; that is, that the
survey consisted of student families applying for financial aid. Since the

|

l

|

10




Finding Ne.

Assertion

extrapolation from such a non-random sample is explicitly an
unacceptable alternative mechanism, the fact that the USAC website may
not have yet explicitly prohibited using the NSLP application forms as a
survey form does not mean the survey method used was in compliance
with FCC Rules and Orders. '

In addition, for Funding Year 2006 and beyond, USAC informed PIA
Reviewers that NSLP application forms could not be accepted as surveys,
which has been noted on PIA reviews of other schools system. Although
USAC accepted the NSLP application form (emphasis added) as a survey
tool in their responses in case numbers 21-513852 & 21-490224, JCSD
had not made it clear that it was the actual application returned to receive
financial aid that was being used as the survey. As a result, we believe the
ruling made by USAC in these cases was the approval of using a NSLP
application form for use in a separate survey that would request response
from all households and not just those applying for meal subsidy.

Regarding the Beneficiary Response that “many parents who-did not
qualify for NSLP did in fact complete surveys”, the actual number of
NSLP application respondents who did not' qualify for the NSLP was
approximately 3 percent of the NSLP applications received.

SL2008BE336_F03

No Monitering of Internet Access Filter

B.11. The SchooUDistﬁct submutted a certification on FCC Form 486 that
an Internet safety policy is being enforced and complied with the
certification such that:

a. it enforced a policy of Internet safety that includes monitoring the
online activities of minors and the operation of a technology
protection measure, with respect to any of its computers with
Internet access, that protects against access through such
computers to visual depictions that are obscene, child pornography
or harmful to minors, and

b. its Internet safety policy addresses each of the following:

1) access by minors to inappropriate matter on the Internet and
World Wide Web;

ii) the safety and security of minors when using electronic mail,
chat rooms, and other forms of direct electronic
communications;

1i} unauthorized access, including so-called “hacking’, and other
unlawful activities by minors online;

1v) unauthorized disclosure, use, and dissemination of personal
identification information regarding minors; and
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Criteria

Cause

v) measures designed to restrict minors’ access to materials
harmful to minors. '

For FRN 1590932 under FCC Form 471 #569961 for Funding Year 2007,
there was no evidence that the JCSD monitored the effectiveness of the
Internet safety protection-filtering device. No filtering device activity or
monitoring logs were generated for determining either the effectiveness of
the filter or to monitor the online activities and Internet access by minors.

According to the filter device vendor, JCSD officials have the ability to
receive automated weekly reports on the Internet activity including trend
reporting to identify emerging threats. JCSD can set thresholds to
determine when further investigation is required, run specific user activity,
and identify the sites accessed before and after websites are blocked.
These actions were not performed by the JCSD.

A filtering device was observed in place during the site visits. The JCSD
provided the invoice covering Funding Year 2007 from the vendor

it g .
providing the service.
|

J§CSD officials indicated that continual proactive measures are taken
ough on-line research for inappropriate websites, meetings with other
chool districts, and contacting the vendor providing the filtering device to
lock new sites identified as inappropriate. On-site school personnel
nonitor Internet use and activity by observing students’ computer use in
he classroom. JCSD officials also indicated that there is the additional
ontrol of no “tiered blocking™ of sites, i.e., sites blocked for access by
tudents also cannot be accessed by JCSD employees.

L H‘tL?_

7200 © W 2.

iscounts for Internet access or internal connections must certify on FCC
|orm 486 that an Internet safety policy is being enforced.” In addition,
pEr 47 C.FR. 54.520(c)(1)(i), “The Internet safety policy adopted and
enforced pursuant to 47 U.S.C. 254(h) must include a technology
p! otection measure that protects against Internet access by both adults and
inors to visual depictions that are obscene, child pornography, or, with
respect to use of the computers by minors, harmful to minors. This

g,er 47 C.FR. 54.520(c)(1): “The billed entity for a school that receives
[

JGSD officials were not aware of system capabilities, the need for
monitoring the filtering system performance, and believed that the
proactive measures in place were sufficient. The JCSD officials explained
that generating and reviewing filtering logs would not give them
mformation on whether the sites were prohibited or not, and would,
&ﬂerefore, not be useful.

12
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Recommendation

Beneficiary
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TCBA
Evaluation
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Assertion

Condition

Due to the Internet filtering logs not being generated and no measures
taken by JCSD officials to monitor online access, there was no evidence
that the filtering device that was put in place was functioning properly. It
could not be determined whether the Internet access filter prohibited
minors’ online access from viewing inappropriate matter for Funding Year
2007.

We recommend that the JCSD comply with FCC Rules and Orders by
enforcing the Internet safety policy through monitoring the operation of
the Internet technology protection measure. This enforcement can be
accomplished by producing and reviewing the reports available from the

Internet technology protection measure. We also recommend retaining
these electronic reports if economically feasible.

There is no requirement that a monitoring log be generated for
determining either the effectiveness of the filter or to monitor the online
activities. The only requirement is that the filter be installed and tested to
sure that it works properly. This was done at the time of installation.
However, since the time of the audit a procedure has been put in place to
! enerate a report of activity on the Internet by site, user, and category.

ihe Beneficiary Response indicates that an Internet filter was installed and
ested at the time of installation. However, without oversight of the
%ffectiveness’ of the Internet filter, minors’ online activities were not

ectively monitored as required by 47 C.F.R. 54.520(c)(1)(i).

jLZOOSBE336 Fo4
[

ncompliance with Local Purchasing Regulations: No Requlred
oard Authorization for Services Obtained

C 1. The School/District made a request for competitive bids for all
eh'gible goods and/or services for which Universal Service Fund support
W requested and complied with applicable state and local procurement
pi cesses included in its documented policies and procedures.
For FRN 1488717 under FCC Form 471 #537593 for Funding Year 2006
an%d FRN 1590932 under FCC Form 471 #569961 for Funding Year 2007,
TeI CSD did not comply with local procurement guidelines in purchasing
tel communications and basic maintenance of internal connections in that
| J CSD officials who signed the service provider contracts did not have
:ﬁdence of proper authorization, ie., the Board of Education approval, to
purchase the goods and services that were greater than $90,000.00 in total.

13
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Effect

The Board of Education purchasing policies require that “all system-level
contracts made on behalf of the board of education involving expenditures
exceeding ninety thousand dollars ($90,000.00) must recetve prior
approval from the board.”

The pre-discount amount requested on the FCC Form 471 for FRN
1488717 was $490,594.00, and the pre-discount amount requested on the
FCC Form 471 for FRN 1590932 was $391,200.00. Both exceeded the
$90,000.00 approval threshold per the JCSD Board of Education policies.

C.F.R. Title 47 § 54.504 (a) [Revised as of October 1, 2005] which states:
“Except as provided in Sec. 54.511(c), an eligible school, library, or
consortium that includes an eligible school or library shall seek
competitive bids, pursuant to the requirements established in this subpart,
for all services eligible for support under Sec. 54.502 and 54.503. These
competitive bid requirements apply in addition to state and local
competitive bid requirements and are not intended to preempt such state or
ocal requirements.”

C.FR. Title 47 § 54.504 (c)(1) FCC Form 471 shall be signed by the
person authorized to order telecommunications and other supported
services for the eligible school, library, or consortium and shall include
that person's certification under oath that:

(vi) The entities listed on the FCC Form 471 application have complied
vith all applicable state and local laws regarding procurement of services
for which support is being sought.

<t

S

CSD Board of Education Purchasing Policies state:

ection 6000 Support Services, Policy Cede 6000 Purchasing: “The
superintendent is authorized to approve purchases that are within the
a opted budget resolution and within the contracting authority limits
established by Board policy 7400.” ' _
Skction 7660, Policy Code 7400 Contract Administration: “All system-
leﬂ el contracts made on behalf of the board of education involving
expenditures exceeding ninety thousand dollars ($90,000.00) must receive
prior approval from the board. Unless otherwise prohibited by statute,
sl te regulation or other board policy, the superintendent or his/her
designee is authorized to enter into contracts involving amounts up to
ninety thousand dollars ($90,000.00).”

T| e JCSD officials overlooked abiding by policies and did not obtain
dard of Education approval for procurements exceeding $90,000.00.

B

Due to the Jack of JCSD Board of Education authorization to procure
telecommunications and internal connections maintenance services, it
cquld not be determined if the JCSD officials who contracted the services
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Beneficiary
Response
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Condition

lhad the appropriate authority to procure the services and enter into
contracts. '

We recommend that JCSD comply with FCC Rules and Orders by
ifollowing the appropriate state and local procurement guidelines for
purchasing USAC-funded services.

Accepted and agreed.

SL2608BE336_F05

Inadequate Documentation for Selecting the Most Cost-Effective
Service Offering

C.3. The School/District considered all bids submitted and selected the
most cost-effective service offering, with price being the primary factor
_ considered.

A.2. The School/District retained, to date, all documents related to the

application for, receipt, and delivery of discounted telecommunications
d other supported services. Also, any other document that demonstrated

ompliance with the statutory or regulatory requirements for the schools
d libraries mechanism was retained.

For FRN 1590932 under FCC Form 471 #569961 for Funding Year 2007,
there was inadequate documentation concerning how the JCSD selected
the most cost-effective service offering, with price being the primary
‘ ctor considered.
t addition to not having any analysis or documentation on how the
}entual service provider’s proposal was evaluated and awarded, as
iscussed in Finding 01, there were these additional circumstances: there
as no documentation of a response to an interested service provider’s
inquiry to provide services; the contracted amount was increased from the
er without documented explanation; and the documentation support for
services received under this FRN disclosed that services received were
aterially and substantially less than what was paid for.

!

‘o documented response to potential service provider’s inquiry
As indicated in Finding No. SIL.2008BE336_F01, the FCC Form 470
applicable for this FRN was inadequate as it requested Basic Maintenance
of Internal Connections for “all eligible equipment”. In addition to the
quote received from the eventual service provider for this FRN, there was
also an e-mail received from a second potential service provider. That
patential service provider responded to the FCC Form 470 posting (within
28 days of posting) stating: “...please provide me with a detailed list of
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Criteria

equipment that you are looking to have Basic Maintenance on below” and
“please let me know as soon as possible, we would like to bid on both of
these [internal maintenance and internal connections].” There was no
documentation of a response to the interested responder by JCSD.

No explanation for increase of proposed amount

he service provider proposal indicated a proposed amount of
$345,600.00 for the services; however, the final contracted amount was
i$391 200.00. There was no documentation justifying the difference, and
there was no documentation supporting any communication with the

|
eventual service provider concerning the offering price.

|
|
i

Documentation of services received does not support price

: 1] maintenance logs for receipt of the internal connections maintenance

tere provided by JCSD for the Funding Year 2007, but the logs only
covered two months of maintenance services. There was no indication
hat any maintenance logs were missing. The logs included the hours but

Eot the rates charged, and JCSD did not have any additional
ocumentation concerning the services received.

Based on the hours recorded on the logs and the highest hourly rates
sroposed in the service provider proposal, an estimate of the highest cost
was made for the services received for Funding Year 2007. For the 480

eported technician hours logged at a maximum hourly rate of $200.00,

the highest service amount of services possibly received under contract
ould have been $96,000.00, which was $295,200.00 less than the
391,200.00 fixed-rate contracted amount. '

C.F.R. 54.511(a) states under “Selecting a provider of eligible
services:” “In selecting a provider of eligible services, schools, libraries,
library consortia, and consortia including any of those entities shall
carefully consider all bids submitted and must select the most cost-
etfective service offering.”

l:lgfe USAC website states that for bid evaluation, “Applicants must
nstruct an evaluation for consideration of bids received in response to

% posting of the Form 470 that makes price the primary factor in the
s lecuon of a vendor.”

chools and libraries shall retain all documents related to the application
f L, receipt, and delivery of discounted telecommunications and other
pported services for at least 5 years after the last day of service
livered in a particular Funding Year. Any other document that
monstrates compliance with the statutory or regulatory requirements for
schools and libraries mechanism shall be retained as well.”

i
| .
% C.F.R. 54.516 (a) (1) [Revised as of October 1, 2005] which states:

R . "’
('D_(D-—

-
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Eﬁ'e_ct

Recommendation

Beneficiary
Response

47 C.F.R. Sec. 54.504(c)(1)(x) [Revised as of October 1, 2005] which
states: “The applicant recognizes that it may be audited pursuant to its
application, that it will retain for five years any and all worksheets and
other records relied upon to fill out its application, and that, if audited, it
will make such records available to the Administrator.”

The USAC website link also states that for document retention
{‘Applicants must save all documentation pertaining to the competitive
bidding process and vendor selection for five years. Applicants must
certify and acknowledge on the FCC Form 470 and the Services Ordered
fmd Certification Form (FCC Form 471) that they may be audited and that
\they must retain all records that can verify the accuracy of information.”
IThe USAC guidance “Best Practice” for compliance to the FCC’s Fifth
Order and Report conceming competitive bidding issues - requires
applicants to “...maintain documentation of the process and any related
nalysis leading to the selection of the winning bid; including selection
riteria and the weighting of those criteria.”

po—t

USAC- guidelines for documentation were overlooked and the decision
rocess was not documented to accept the most cost-effective service
rovider.  Since documentation was not retained, there was no
mderstanding of what was communicated to the interested service
rovider, nor any knowledge of why the proposed amount was increased,
or any understandmg of why the contracted amount sxgmﬁcantly
xceeded the services received.

[T s o S ol co T £ =

=

Vithout proper supporting documentation of the service provider analysis,
valuation, and selection, we were unable to confirm that the most cost-
ffective service provider was selected by JCSD. The total amount
A‘Ebursed under the FRN of $352,080.00 is subject to recovery by USAC.
d

(]

0

is FRN is also discussed in other findings where there may be
phcatlon of potential recovery amounts.

e recomrncnd that the JCSD comply with FCC Rules and Orders by
cumentmg and retaining information related to the service provider

e aluatlon and selection process governing the procurement of USAC-
funded services.

Beneﬁcxary Response indicated the referenced responding potential
setvice provider was called after their inquiry and it was determined that
they did not possess the necessary skills and employee certifications to
provide basic maintenance to JCSD.

In ;dditigm the Beneficiary Response stated that the service provider and a
school district official discussed the level/type of service to be provided
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TCBA
Evaluation

Finding No.

Assertion

Condition

after the submission of the bid and determined to increase the number of
locations which increased the price and thus the contracted price.

The Beneficiary also responded that the $391,200.00 contract for basic
maintenance covered an annual maintenance agreement for all the E-Rate
eligible equipment in selected locations. The agreement covered repairing
the equipment and its associated operating software in the event of
malfunction. The Beneficiary stated that maintenance logs are not
normally required in these types of contracts.

(See Appendix 1 for the full verbatim response received from the
Beneficiary.)

There was no documentation created or retained concerning the evaluation
and selection of the service provider. There was also no documentation of .
the discussion that increased the contracted price to.the service provider
awarded the contract. ‘

In addition, there was no evidence that any further services were received
from the service provider in excess of the services documented through
the maintenance logs. Therefore, there was no documentation or evidence
that the Beneficiary did not overpay for the services received.

SL2008BE336_F06
Not All Non-Discounted Portions of Requested Services Were Paid

ID.6. The School/District paid all “non-discount” portions of requested
goods and or services.

ror FRN 1590932 under FCC Form 471 # 569961 for Funding Year 2007,
the JCSD did not provide documentation to support that the undiscounted
portion of the services were fully paid.

For basic maintenance of internal connections, the documentation
Eovided by JCSD did not adequately support that the non-discounted
i

.

portion of 10 percent due to the service provider of $39,120.00 was
af[iually paid. '
i

r_}J o service provider invoices dated April 24, 2008, were provided from
ne E-Rate consultant that were represented as being the service provider
1 ;tvoices paid by the JCSD. However, neither service provider invoice, the
fitst one being for the full non-discounted amount of $391,200.00
stibmitted to USAC for reimbursement through the SPI (Service Provider
oice) and the second one being the 90 percent discounted rate of
$39,120.00, were stamped as received or paid by JCSD finance

|
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Effect

department. In fact, there was no documentation that either invoice had
ever been received or paid by the JCSD finance department.

The JCSD finance department later provided a different set of five
mvoices that the JCSD paid in full as evidenced by the finance department
payment stamp and a copy of the cancelled check for $330,970.00 dated
June 20, 2008. These invoices included charges for internal connections
equipment, which are not part of the FRN, as well as basic maintenance;
therefore, not all of the amounts billed were included in the FRN under
review. Of the $330,970.00 in invoices, $325,464.00 was identified as
paid by the JCSD directly to the service provider for basic maintenance
under this FRN. However, the invoice dated April 29, 2008, for
$325,464.00 was paid in error by JCSD since the FRN was to be billed
using the SPI method, where the service provider blllS USAC rather than
receiving total payment from the beneficiary.

The service provider later refunded JCSD $292,917.60 of the $325,464.00,
which was exactly 90 percent of the amount paid and the exact amount of
the approved USAC discount rate for this FRN. Also, the refunded
amount matches the discounted amount on the service provider bill paid
by the JCSD finance department.

The difference between the $325,464.00 payment and the $292,917.60

refund is $32,546.40. Therefore, there is only evidence that $32,546.60
was paid and this is $6,573.60 less than the non-discounted portion due to

he service provider of $39,120.00. JCSD had no further documentation to -
explain the details concerning the payments or the refund. .

er 47 C.F.R. 54.523: “An eligible school, library, or consortium must pay
&xe non-discount portion of services or products purchased with universal

service dlSCOUIltS ”

The Beneﬁci’ary was not monitoring disbursements to the service provider

due to inadequate internal controls. In addition, for FRN 1590932 for

asic maintenance of internal connections, errors in the service provider
illing caused the JCSD to pay for both the non-discounted and discounted
portion of the amounts due to the service provider, which was already paid
directly from USAC through the SPI to the service provider.
Reimbursements for overpayment were given by the service provider to
J.&SSD, but reconciliation was not provided by the JCSD showing that all

i ounts due to the service provider were paid or that the JCSD did not
overpay.

l
Due to the overpayment by JCSD to the service provider and then the

se'zrvice provider refund, less the amount they thought JCSD owed, JCSD
dild pay most, but not all, of its share. As a result, we could not determine

the monetary effect.
|
|
|

g
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Recommendation

Beneficiary
Response

TCBA
Evaluation

We recommend that control procedures be-developed and implemented to
llensure that USAC payments to service providers are reconciled.

The Beneficiary disagreed with the Condition and indicated that the
serv1ce provider was paid “in the amount of $325,464.00 instead of
l$32 546.40 which would have been the JCSD undiscounted share. The
|total check was for $330,978.00. JCSD received the refund back from the
service provider on July 25, 2008 in the amount of $292,917.60 which
reconciled the transaction.”

(See Appendix 1 for the full verbatim response received from the

Beneficiary.)

Fhe Beneficiary’s Response agrees with the amounts detailed in the
Condition; however, as shown below, these amounts do not result in the
Beneficiary having paid the full non-discount portion for FRN 1590932.

Disbursements by USAC $ 352,080.00

Discount rate + 90%

Pre-discount cost $ 391,200.00

Beneficiary share at 10 % $ 39,120.00

Amount paid by Beneficiary $  325,464.00 (a)

Refund from Service Provider (292,917.60)

Net paid by Beneficiary '$  32,546.40

Underpayment $ 6.573.60

(a) The total check of $330,978 included payment on another FRN. Only
$325,464 applied to FRN 1590932
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Below are the respons
D Spelll
2) Prefere
3)
4)

APPENDIX

1}l Verbatim Responses Received from the Beneficiary
es received verbatim from the Beneficiary with changes made for:

g and grammatical errors;

nces in capitalization and formatting;

Conversion of specific individual or entity names to general descriptions; and
Deletion of a Condition rectified by new documentation provided by the

Benefﬂe‘:iary.

|
In addition to provid
contained some inforrg

The Response for Fin
to Unacceptable Meth

ing new information not previously provided, the Beneficiary Response
nation we consider inaccurate.

jing No. SL2008BE336_F02 (Wrong Determination of Poverty Level Due

od of Calculation) “Johnston Schools had a well defined survey process in

place. It sent out a
income level.” was no

request to all students enrolled to complete a survey regardless of their
supported by audit evidence; no school district official represented that a

survey was ever condtﬂﬁcted; and there was no documentation provided to support such an event.
National School Lunch Program applications were, however, provided to any school district .

student and his or her

family interested ini participating in the Free and Reduced Lunch Program

and were provided in accordance with the policies and procedures dictated by the National

School Lunch Programi.

We also believe the
Documentation for S
auditors...insisted on
actual request for -any
contract.

SL2008BE336_F02
Wrong Determination
Beneficiary Response
The School/District abs
of its student enrollme

program and a federally
is located depending up

Response statement for Finding No. SL2008BE336_F05 (Inadequate
lecting the Most Cost-Effective Service Offering) that indicated “the
examining logs that do/did not exist nor are they required”’ distorts the
documentation supporting the receipt of services rendered under the

¢

of Poverty Level Due to Unacceptable Method of Calculation

lutely did accurately determine its level of poverty using the percentage
eligible for a free or reduced price lunch under the national school lunch
approved alternative mechanism in the public school district in which it

the school in question. The use of the survey method was in complete

n
compliance with the guilance and practice in effect at the time the surveys were conducted. Any

representation that they|,

of the auditing firm con

Johnston Schools had a
enrolled to complete a
NSLP application The

ere not is reflective of a lack of understanding and training on the part
ducting the audit. Specifically:

lvell-deﬁned survey process in place. It sent out a request to all students
survey regardless of their income level. This survey also served as a
§urvey/application met all the requirements of a survey as delineated on

the SLD (USAC School and Library Division) website at that time (see below), i.e. they were

|
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sent to all enrolled st
with the student’s g

9

idents, contained the name and address of the family and the student along
rade level, contained the size of the family and income of the parents,

confidentiality was assured, and the surveys were kept on file for five years.

There was no such PF
School surveys were ¢
have affected any sury

surveys would have be

Prior to June 21,
“survey/applications”.
reviewers during PIA
they were considered
confusion as to when
apparently not made a
the history of rule char

The requirement of .c¢
students and those st
income or eligibility fi
complete surveys.

Additionally a request

the matter of using a
* practice.

Also, numerous audits

a comment that NSLJ

ohibition against using NSLP applications as surveys when the Johnston

onducted. That prohibition was published on June 21, 2007 which would
ey conducted for E-Rate Year 2008, not E-Rate year 2006 or 2007 as the

en conducted prior to June 21, 2007.

2007, USAC PIA reviewers routinely referred to surveys as
‘Copies of combination survey/applications were provided to PIA

review of Johnston Schools applications for E-Rate years 2006 & 2007 and

n the approval of the applications for those years. There is absolutely no

the guidance changed. It was well documented on the SLD website, but
vailable to auditing firms who are new to E-Rate and not informed about
18€S. ’

onducting a random survey is met when the survey is distributed to all
idents’ parents are prompted to complete a survey regardless of their
or NSLP. Indeed many parents who did not qualify for NSLP did in fact

was made to the SLD in case numbers 21-513852 & 21-490224 to rule on
NSLP application as a survey and both cases specifically approved this

have been concluded by other accounting firms without a finding or even
D forms as surveys were not allowed. Most recently, a 2006 audit

concluded that their suﬁvey was valid and it in fact used the NSLP form.

"It would appear that on
not the SLD’s client s
Reviewers, and not otk
audits.

ty this ‘auditing firm finds fault with this practice prior to June 21, 2007,
rvice bureau, not the SLD’s PIA reviewers, not the SLD’s Selective
er accounting firms that are engaged by the FCC to conduct attestation

The following is the gu

idance from the SLD website prior to June 21, 2007:

Primary measure for E-

The primary measure fz r determining E-rate discounts is the percentage of students eligible for
free and reduced lunch?s under the National School Lunch Program, calculated by individual

school. Students from fa
eligible for the NSLP.

rrrlly units whose income is at or below 185% of the federal poverty guideline are

The FCC’s rationale for ulsmg NSLP data 1s as follows:

"[Tthe national s¢
lunches based on
than a model that
—FCC 97-157¢

chool lunch program determines students’ eligibility for free or reduced-price
fgmlly income, which is a more accurate measure of a school’s level of need
considers general community income."

sb

’?
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A chart defining the !lllllncomc Eligibility Guidelines (IEG) for NSLP eligibility for the current year
(07/01/2000 - 06/30-2%)1) is available by clicking here.
2. Alternative mechanisms
The FCC also sanctions other mechanisms to determine a school’s level of need, as long as those
mechanisms are based on — or do not exceed — the same measure of poverty used by NSLP:
"[A] scheol mzlay use either an actual count of students eligible for the national school lunch
program or fe%lera]ly-approved alternative mechanisms to determine the level of poverty
for purposes of] the universal service discount program
"[Sichools that ¢hoose not to use an actual count of students eligible for the national school lunch
program may ude only the federally-approved alternative mechanisms contained in Title I of the
Improving Ame%(ica’s School Act, which equate one measure of poverty with another.”
— FCC 97-157 510
These federally appmvhed alternative mechanisms use data comparable to NSLP data which are:
(1) collected through alternative means such as a survey; or
(2) from existing sources such AFDC or tuition scholarship programs.” .
~— 34 CFR Ch. I[, § 200.28 a)2)(I)B)(1) and (2)
3. Survey guidelines I‘f
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 retarn rate of at least 50%.
¢. The survey m at a minimum, contain the following information:
o Address of family
o Grade level of each child
o Size of the family
o Income level of the parents
d. The survey must assure confidentiality. (The names of the families are not required.)
4. Acceptable alternative measures of poverty
The following measures of poverty are currently acceptable alternatives to NSLP eligibility:
a. Family income lé| el at or below 185% of the federal poverty guideline cited above.
b. Participation in one or more of the following programs:
Medicaid

Food stamps

Supplem,%tary Security Income (SST)

Federal public housing assistance or Section 8 (a federal housing assistance program

administered by the Department of Housing and Urban Development)

Low Income Home Energy Assistance Program
Participation in Temporagy Assistance for Needy Families (TANF) is an acceptable altemative measure
of poverty ONLY IF the| family income of participants is at or below the IEG for NSLP. Similarly,
participation in need-based tuition assistance programs is acceptable if the family income of participants
is at or below the IEG for NSLP. '
5. Existing sources : '
Schools may also use existing sources of data which measure levels of poverty, such as TANF or need-
based tuition assistance programs. However, these measures are acceptable for E-rate purposes only if the
family income of participants is at or below the IEG for NSLP. '
6. Matching siblings T
The siblings of a student in a school that has established that the student’s family income is at or below
the IEG for NSLP may also be counted as eligible for E-rate purposes by the respective schools the
siblings attend. For exam ‘le, an elementary school has established, through a survey, that a student’s
family income is at or below the IEG for NSLP. That student has a brother and a sister who attend the
local high school. The high school may use the status of the elementary school sibling to count his high
school siblings as eligible li’or E-rate purposes, without collecting its own data on that family.
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7. Projections based dn surveys ,

If a school has sent a fyuestionnaire to all of its families, and if it receives a return rate of at least 50
percent of those quesgionnaires, 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 these students, and 75 of those families returned the
questionnaire. The school finds that the incomes of 25 of those 75 families are at or below the IEG
for NSLP. Conseque tly, 33 percent of the students from those families are eligible for E-rate
purposes. The school fnay 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.

8. Unacceptable alternative mechanisms

The following alternative measures of poverty are NOT acceptable for dctermmmg E-rate discounts. They
rely on projections rather than on the collection of actual data:

a. Feeder school method. This method projects the number of low-income students in a middle or
high school basgd on the average poverty rate of the elementary school(s) which “feeds” students
to the middle orjhigh school.

b. Proportional method. This method projects the number of low-income students in a school using
an estimate of lacal poverty.

c. Extrapolation fiom non-random samples. This method uses a non-random sample of students
chosen to derive; the percentage of poverty in a school, such as those families personally know by
the principal ("Principal’s method") or the famlhes of students who apply for financial aid (a non-
random sample)

d. Tite 1 eligibility. This method uses eligibility for Title 1 funds as the criterion for estimating the
level of poverty in a particular school. Some measures of poverty eligible under Title 1 are
indirect estimate of poverty, and do not necessarily equate to the measure of poverty for E-rate,
namely eligibility for NSLP.

The following is the guiliance from the SLD website subsequent to June 21, 2007:
The primary measure for determining E-rate discounts is the percentage of students eligible for free and

reduced lunches under the National School Lunch Program (NSLP), calculated by individual school.
Students from households whose income is at or below 185% of the federal poverty guideline are eligible
for the NSLP. '
The FCC’s rationale for using NSLP data is as follows:

“[T]he national school luncﬁ program determines students’ eligibility for free or reduced-price lunches based on
family income, which is a more accurate measure of a school’s level of need than a model that considers general
community income.” '
-FCC 97-157 1509 , .
Income Eligibility Guideline$ for NSLP eligibility are available on the web page of the United States Department of
Agriculture Child Nutrit:iorlx Programs by following the links for “National School Lunch Program” and “Income
Eligibility Guidelines.” v
The FCC also sanctions other mechanisms to determine a school’s level of need, as long as those mechanisms are
based on — or do not exceed | the same measure of poverty used by NSLP:

“[A] school may use either an actual count of students eligible for the national school lunch program or federaily-
approved alternative mechanisms to determine the level of poverty for purposes of the universal service discount
program...
“[Slchools that choose not t se an actual count of students eligible for the national school lunch program may use

only the federally-approved lalternative mechanisms contained in Title I of the Improving America’s School Act,
which equate one measure of{poverty with another.”

-FCC 97-157 510
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SURVEYS i
A school may design a|survey that provides the necessary information that measures a family’s level of need.
Applicants cannot use Natjonal School Lunch Application forms as surveys. Surveys must be based on the following
uidelines:

lify data based on income) from a survey used to support a discount level for a funding
request cannot be older ﬂ-ian two years before the start of the funding year. For example,|the data gathered from an
income survey done in September 2003 can be used for funding requests for Funding Year 2006 and Funding Year
2007, but not for Funding [Year 2008. Therefore, surveys must be done at least every othe L);ear.

Survey retention documentation

Applicants should maintainI a record of the survey documentation collected to assist in res nding to PIA inquiries.
Such records should be maintained for a period of five years after the last day of delivery of the discounted services.
Collecting income data on a survey .

Consistent with NSLP eligibility guidance, income data (or eligibility data baséd on income) used 0 support the
discount level for a fundi'ng request should be collected based on income received by ):he household during the
month before the month in |which the survey is conducted. However, the monthly incorme ¢f a household containing
one or more seasonal workers, self-employed workers, or other workers whose income varjes from month to month
may not accurately represent the actual circumstances of the household. Such a household ¢an project its annual rate
based on the ncome data that is available.

data gathered for NSLP is annualized based on the monthly household income from the
in which the application is submitted; applications are distributed at the beginning of the

ta gathered is used to determine eligibility for the twelve-month school year (July 1 to

of income for the current y
NOTE: In general, incom
month preceding the month
school year. The income d
the following June 30) in which the survey is conducted. _
Information on the definitign of income under NSLP, other income guidelines of the program, and the “Eligibility
Guidance for School Meals Manual” can be obtained from the website of the National Scheol Lunch Program.
Collecting data on acceptable alternative measures of poverty on a survey
Participation in one or morelof the following programs is currently acceptable as an alternative to NSLP eligibility.
 Questi igibility f grams can also be included in a survey:

: oW income Home ]
Participation in Temporary A
ONLY IF the state income elrgibility guidelines are equal to or below the level of the Income Eligibility Guidelines
.(IEGs) for NSLP. Similarly,||participation in need-based tuition assistance programs is acceptable if the household
income of participants is at of below the IEGs for NSLP.
Projections based on surveys
If a school has sent a survey|ito the households of all of its students, 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 NSLP for all students
in the school. For example, ajschool with 100 students sent a survey to the 100 households of those students, and 75
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ed the questionnaire. The school finds that the incomes of 25 l)f those 75 households are
SLP. Consequently, 33 percent (25 / 75 * 100) of the students from those households can
INSLP. The school may then project from that sample to conclude that 33 percent of the
he 100 students in the school, can be counted as eligible for NSLP.

MECHANISMS FOR COLLECTING DATA

ing sources

ing sources of data that measure levels of poverty, such as T.
ever, these measures are acceptable for E-rate purposes onl
clow the IEGs for NSLP.

of those households retur
at or below the TEGs for !
be counted as eligible fos
total enroliment, or 33 of
OTHER ACCEPTABLE

Collecting data from ext
Schools may also use exis
assistance programs. Ho

guidelines are equal to or
Matching siblings

If a school has establishe

1

.
ol

or need-based tuition
y\ if the income eligibility

*

.
!

that the household income of one of its students is at or below the YEGs for NSLP, the
siblings of that student I ay also be counted as eligible for NSLP. For example, an elementary school has
established, through a sur;jfley, that a student’s household income is at or below the IEGs for NSLP. That student’s

household also has a broth
elementary school sibling
that household.
Combining data from d

erent sources

Unless a school is able tf?fs

discount level must be collected and verifiable on an individual student basis. However,

eE and a sister who attend the local high school. The high schooﬂmay use the status of the

count his high schoal siblings as eligible for NSLP, without collecting its own data on

| _
e a projection based on a survey as described above, data used to support a particular
d 1ta from multiple sources

can be combined to complef‘fe the count of students eligible for NSLP. For example, a schoo! with 100 students sent

a survey to the 100 househ
the income of 20 of those

NSLP. This rate of return (
matched 10 students not rep
has verified that 15 additio;
assistance program that reqt
can combine the individual
(20+10+15) of the 100 stud
counted each eligible studen
Provision 1, Provision 2 or
The National Schoo! Lunch
determinations of eligibility
of these provisions, annual j
may be reduced to once evel
and does not require more do
Schools participating in one
lunches acceptable under ths
schools must be able to prx
Provision 2 or Provision 3 s¢
in that provision, base year st
Special provisions for sch

10%) is too low to allow a projection based on that survey. However, the school has also

i)

The Code of Federal Regulat]

Rico and the U.S. Virgin Isla
income. However, a survey

{ds of these students, and 40 of those households retumed the s\::vey. The school finds
| households, each of which has one student in the school, are Jelt or below the IEGs for

resented in the survey responses with siblings who are eligible for NSLP, and the school
nal students not represented in the survey responses participate|in a need-based tuition

ires the household income of participants to be below the IE

for NSLP. The school
result§ from these three sources to conclude that 45% of Lhel[otal earollment, or 45

ents in the school, are'eligible for NSLP. The school must be able to verify that it has
t only once. :

Provision 3 schools '

‘Act incorporates three alternative provisions to the normal riquirements for annual

for free and reduced price school meals. For schools that meet t&le requirements of one

1otification of program availability and certification of children|eligible for free meals
ry two consecutive school years or less. USAC defers to these reporting requirements
cumentation than is required under these provisions.
f these three provisions can use the percentage of students eIigi:Ile for free and reduced
it provision to determine the discount they enter on their Form 471. However, such
duce the documentation required under that provision if reqxlested: Specifically, a
hool must have copies of its site application, approval letter fronl its state to participate
Ftistics, and the state letter approving an extension (if applicable):
Is in Paerto Rico and the U.S. Virgin Islands

J for schools in Puerto

ons contains special provisions for determining NSLP eligibili
ds. All students in these territories are provided with a free lunch regardless of actual

applicable reimbursement ra

te
USAC will work with the rel‘ev

T

must be conducted to determine the socio-economic level of ithe territory and the
for the NSLP, and it is that reimbursement rate that determines the E-rate discount.
ant territorial agencies to determine the eligibility numbers approved by the U.S.
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Department of Agricult
. ]
Nonpublic schools are not

|
UNACCEPTABLE ME{(ITHANISMS

e for each territory. This determination is applicable to public schools and libraries.

automatically eligible to receive the same discount rate.

The following altemativél

measures of poverty are NOT acceptable for determining E-rate

discounts:

Last modified on 6/21/2007

SL2008BE336_KF0S
Inadequate Documen

Beneficiary Response

tation for Selecting the Most Cost-Effective Service Offering

In response to the asse
the referenced respond
determined that they di

basic maintenance to Johnston Schools.

In response to the asse
service provider and a

after the submission @

increased the price and

In response to the asser
this assertion reflects a ¢
audit firm. The $391
agreement for all the E
repairing the equipmen
Maintenance logs are ne
detail to the auditors hot
required.

riion that there was no response (0 a potential service provider’s inquiry,
ing potential service provider was called after their inquiry and it was
d not possess the necessary skills and employee certifications to provide

rtion that there was no explanation for increase of proposed amount, the
school district official discussed the level/type of sefvice to be provided

f the bid and determined to increase the number|of locations which
thus the contracted price. '

tion that the documentation of services received does not support price,
complete misunderstanding of the nature of the contract on the part of the

200 contract for basic maintenance covers an ual maintenance
-Rate eligible equipment in selected locations. Ttgese contracts cover
t and its associated operating software in the event it malfunctions.
ot normally required in these types of contracts. Tﬂs was explained in
vever, they insisted on examining logs that do/did not exist nor are they
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\ |

SLZOOSBE336_F0?A\F

Not Al Non-Discounted Portions of Requested Services Were Paid {‘

Beneficiary Response

i

x
We disagree with tl‘!us finding. This situation has been explained in *i
numerous times. Bei[

etail to the auditors
w is a further explanation and copies of the checks in questions.

The Service Providey invoice # IN63890 was paid in the amount of $325,464.00 instead of
$32,546.40 which wauld have been the JCSD undiscounted share. The total check was for
$330,978.00. JCSD %3ceived the refund back from the service provider on|July 25, 2008, in the
amount of $292,9171{in which reconciled the transaction. Attached you| will find where the
deposit was made and [the tape showing the check amount.

|
|

|
|
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EXHIBIT 5



Alternative

1. Primary measure f

The primary measure
reduced lunches unde

or E-rate

Discount Mechanism Guidance Poste
Website Prior to 6/21/2007.

the National School Lunch Program, calculated by individd

d on the SLD

for determining E-rate discounts is the percentage of students eligible for free and
al school. Students from

family units whose income is at or below 185% of the federal poverty guideline are eligible for the NSLP.

The FCC's rationale for using NSLP data is as follows:

"[Tlhe nationa
based on fami

— FCC 97-157

A chart defining the Ing
06/30-2001) is available

2. Alternative mechan

The FCC also sanctions
are based on — or do na

"[A] school ma

school lunch program determines students’ eligibility for free

9 509

by clicking here.
isms

other mechanisms to determine a school’s level of need, as Ic
t exceed — the same measure of poverty used by NSLP:

use either an actual count of students eligible for the nationa

or reduced-price lunches

y income, which is a more accurate measure of a school’s leyvel of need than a model
that considers general community income."

ome Eligibility Guidelines (IEG) for NSLP eligibility for the current year (07/01/2000 -

ng as those mechanisms

school lunch program or

federally-approved alternative mechanisms to determine the level of poverty for purposes of the

universal servic

"[S]chools that
program may
Improving Ame

— FCC 97-157 ¢

These federally approved

(1) [clollected t

(2) [flrom exist

— 34 CFR Ch. 11

3. Survey guidelines

If a school chooses to do

a. The survey must
b. The survey must
c. The survey must

o]

Address

e discount program...

choose not to use an actual count of students eligible for {
use only the federally-approved alternative mechanisms cof
rica’s School Act, which equate one measure of poverty with ar

510
alternative mechanisms use data comparable to NSLP data w
hrough alternative means such as a survey; or
ing sources such AFDC or tuition scholarship programs.”

§ 200.28 (a)(2)(1)(B)(1) and (2)

a survey, the following guidelines apply:

be sent to all families whose children attend the school.
attain a return rate of at least 50%.

at a minimum, contain the following information:

of family

he national school lunch
tained in Title I of the
other."

hich are:




o Grade level of each child
o Size pf the family
o Income level of the parents

d. The survey must assure confidentiality. (The names of the families are not re

4. Acceptable alternative measures of poverty

The following measures of poverty are currently acceptable alternatives to NSLP eligibi
a.
b.

Family income
Participation in

level at or below 185% of the federal poverty guideline cited a
one or more of the following programs:

Medicaid
Food stamps
Supplementary Security Income (SSI)

quired.)

lity:

bove.

Federal public housing assistance or Section 8 (a federal housing assistance program

administered by the Department of Housing and Urban Development
Low Income Home Energy Assistance Program

Participation in Tempo
poverty ONLY IF the family income of participants is at or below the IEG for NSLP.
need-based tuition assis
for NSLP.

5. Existing sources

Schools may also use existing sources of data which measure levels of poverty, suc
tuition assistance programs. However, these measures are acceptable for E-rate pu
income of participants is|at or below the IEG for NSLP.

6. Matching siblings

The siblings of a student
for NSLP may also be co
example, an elementary
the IEG for NSLP. That st
use the status of the ele

in @ school that has established that the student’s family inco
unted as eligible for E-rate purposes by the respective school

school has established, through a survey, that a student’s fan;
udent has a brother and a sister who attend the local high sch

without collecting its own

7. Projections based on

If a school has sent a qu
those questionnaires, it
students in the school. Fc¢
students, and 75 of those
75 families are at or belg
eligible for E-rate purpos
total enroliment, or 33 of

8. Unacceptable alterna

The following alternative
on projections rather than

a. Feeder school m
school based on
middle or high sc

b.

i
|
i
|
|
|

=}

othod. This method projects the number of low-income stud
the average poverty rate of the elementary school(s) which
hoo
Proportional method. This method projects the number of low-income stude
estimate of local poverty.

mentary school sibling to count his high school siblings as elig

data on that family.

surveys

astionnaire to all of its families, and if it receives a return rate
may use that data to project the percentage of eligibility fo
r example, a school with 100 students sent a questionnaire to the 100 homes of those

families returned the questionnaire. The school finds that th

tive mechanisms

measures of poverty are NOT acceptable for determining E-r,

on the collection of actual data:

)

rary Assistance for Needy Families (TANF) is an acceptable alternative measure of
‘Similarly, participation in
tance programs is acceptable if the family income of participants is at or below the IEG

1 as TANF or need-based
rposes only if the family

me is at or below the IEG
s the siblings attend. For
nily income is at or below
ool. The high school may
ible for E-rate purposes,

of at least 50 percent of
r E-rate purposes for all

e incomes of 25 of those

w the IEG for NSLP. Consequently, 33 percent of the students from those families are
es. The school may then project from that sample to conciude that 33 percent of the
the 100 students in the school, are eligible for E-rate purpose

=3

ate discounts. They rely

ents in a middle or high
"feeds” students to the

its in a school using an

i



Extrapolation ifrom non-random samples. This method uses a non-random sample of students chosen
to derive the percentage of poverty in a school, such as those families persohally know by the principal
("Principal’s method") or the families of students who apply for financial aid (a non-random sample).

Title 1 eligibility. This method uses eligibility for Title 1 funds as the criterion| for estimating the level of
poverty in a garticular school. Some measures of poverty eligible under Title 1 are indirect estimates

of poverty, and do not necessarily equate to the measure of poverty for Eqrate, namely eligibility for
NSLP.
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(OHNSTON COUNTY SCHOOLS

August 4, 2004

Dear Parents,

819) 934-6031e P.0. Box 1326, Smithfield, N.C. 27577 » (813) 989-6277 FAX

The E-rate program is a Federa! program which provides schools (including ours) and libraries across the
country with substantiai discounts on their telephone, internet, and technology services. Our school has
been participating in the E-rate program since its inception in 1998.

These discounts reduce the costs of cur telephone service, Internet access, and the equipment we use to

build and maintain the g
Internet. The size of the

miputer networks that fink our classrooms and allow our students access to the
discounts which we receive is based on the average income level of all our

student’s families. Our logal public library also benefils since it shares our discount rate. These discounts

save the district and tax
technotogy we offer your

WE MEED YOUR HEL

payers a substantial amount of money and allow us to increase the level of
children.

P IN QUALIFING FOR THE LARGEST DISCOUNT ALLOWABIE BY

PROVIDING US WITH

EQME INFORMATION.

Please compiete the attac
qualifying for £-Rate and

form to also apply for fre

this form:

L]

then simply comp

write “No free & 1

It is important that we hav

or qualify for the Free &

If you want to pa
If you want to pa
If you want to ap

then write "No E-r
And of course you

hed form so that we can use some of the information on the form to assist us in
return it to your child's ciassroom teacher. You will notice that you may use this
e & reduced pricad meals for your child. You have four choices in completing

rticipate in both the E-rate income survey AND appiy for free & reduced lunch,
ete the form.

yriicipate in the incoime survey and NOT apply for free & reduced lunch, then
educed Junch” on the form. ’

ply for free & reduced lunch and NGT participate in the E-rate income survey,
ate” on the form. ‘

may elect to do neither.

e as much participation as pessible, so even if you do not wish to participate in
Reauced Meals program, we need you to complete the form so that we may

calcutate the average incoma level of cur students’ families.

This information will re
individual families, and

xmain confidential and witll be reported only as a total group, not by
will not be used for any purnose othey than o assist us in increasing

ocur E-rate discounts.

Thank you for your partici
cur students. If you have

Thank you,

Tony Parker, PhD
Superintendent

pation in helping Johnston County Schools stretch its resources to best serve all
any questions, please cail your schocl principal’s office or your child's teacher.

g

Fostering A Flame For Learning
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alancing Education and Technology

| .
July 22, 2005 l |
Rossana H. Sabio
Schools And Librarigs Division
Program Integrity Assurance
80 South Jefferson f\oad
Whippany, NJ |

SENT VIA FAX |

Re: 471 Application Number 453668 & 484709
Johnston County School District

Dear Ms. Sabio:

I am in receipt of your email dated July 8, 2005 (copied below). I have

\ Chapel Hill, NC 27516 nevrhopetech.org
i
|
1

New Hope Technology Foundation (979)968-4332
534 Dogwood Drive Fax (919)929-9074

attempted to answer

each of your questions in red and bolded below each question. Pleas
need any additional information or would like clarification concerning an

Thank yout!

Regards,

e let me know if you
y of my answers.

John W. Hughes
President

July 8, 2005

John Hughes
JOHNSTON COUNTY SCHOOL DIST
Telephone: (919) 9684332

Application Number: %@53668 & 484709

|
|
|
|

|
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Dear John Hughes, |

The Program Integrity Assurance (PIA) team is in the process of reviewing all Form 471
Applications for schools and libraries discounts to ensure that they are i compliance with the
rules of the federal universal service program. We are currently in the process of reviewing
your Funding Yeaq 2005 Form 471 Application. To complete our review, we need some

additional informat on. The information needed to complete the review is listed below.

|
On your Fo1 471 application #s 453668 and 484709, you stated that you used an
alternative dg::ount mechanism to calculate the number of students eligible for NSLP,

for the entity West Smithfield Elementary School (Entity No. 28361).

Please provilde a complete description of the methodology used to calculate the
number of students eligible for NSLP.

ANSWER: The discount rate for West Smithfield Elementary School was
determined using the survey method.

A spreadsheet can be found at the end of this letter showing enroliment, number
of surveys sent out, number of surveys returned, and projected number of
students qualified|for NSLP for West Smithfield Elementary.

A further explanation of the survey method and our calculations follows:

The Alternative Discount Mechanism Fact Sheet, foundon the SLD web site
(http://www.sl.universalservice.org/reference/alt.asp) (see complete citation below) states in
Paragraph 7 that "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" . We elected to
utilize this method in]our district for the above referenced schools. For|each school we sent
out a survey conforming to Paragraph 3 (below) to each student enrolled at the school.

West Smithfield Elementary (entity number 28361) has an enrollment of 442, a free &
reduced participation| of 358 or 81% participation, dictating that the|school qualifies for
a 90% e-Rate discount. SLD regulations allow the district to elect to utilize the survey

i
{
!
|
!
|
i
i
|
i
|




l
method to determipe the school's discount (see paragraph 7 below). U
school sent out 44? surveys (to all its students) conforming to the sta

sing that method, the

ndards in paragraph 3

below and received 358 responses which qualified for free or reduced participation and 7

responses that did hot qualify (denials). The total response was 82.6%
of the surveys sent out. Paragraph 7 below indicates that if we use tf
achieve a response rate of greater than 50%, we may choose to use
the sample. In this|case, there were 365 total responses of which 98.0
reduced so we cap conclude that 98.08% of the total enrollment
purposes. Such a |projection would mean that 398 students (98.(
enrollment of 442) are eligible and the school would qualify for a 90
survey method.

The 471 block 4 for
to force the system
method and checks
reduced participatio
form does not automatically calculate the correct discount outcome if

on line 10 asks if we are using an alternative dis

Fc,o calculate the appropriate discount when one el¢
the appropriate box, you have to calculate a projs
n based on the methodology described above. Unfag

, or greater than 50%

e survey method and

that response rate as
8% qualify for free or
is eligible for e-Rate
8% of the original
% discount using the

count mechanism, but
2Cts to use the survey
rcted or "new" free &
rtunately, the block 4
onhe elects to use the

survey method and e are either forced to utilize a projected NSLP nu
calculate the correct discount. We have attached a spreadsheet in
number we used for|each school where we elected to utilize the survey

i ©

mber to force line 7 to

icating the projected
method.

The citation below ig from The Alternative Discount Mechanism Fact Sheet, found on the SLD

web site (http://www.sl.universalservice.org/reference/alt.asp):

1. Primary meaque for E-rate

The primary measure for determining E-rate discounts is the percentag
for free and reduced lunches under the National School Lunch Pro

individual school. Students from family units whose income is at or
federal poverty guideline are eligible for the NSLP.

The FCC’s rationale for using NSLP data is as follows:

e of students eligible
gram, calculated by
below 185% of the

"[Tlhe national school lunch program determines students’ eligibility for free or

reduced-price
a school’s leve

lunches based on family income, which is a more
| of need than a model that considers general com

i

accurate measure of
munity income."




— FCC 97-157 9 509

A chart defining ‘cl?e Income Eligibility Guidelines (IEG) for NSLP eligibility for the current
year (07/01/2000 1 06/30-2001) is available by clicking here.

2. Afternative mechanisms

The FCC also sanctions other mechanisms to determine a school’s level of need, as long as

those mechanisms are based on — or do not exceed — the same measure of poverty used
by NSLP:

"[A] school may use either an actual count of students eligible for the national school
lunch program or federally-approved alternative mechanisms tP determine the level
of poverty far purposes of the universal service discount program...

"[S]chools 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 School Act, which equate one measure
of poverty with another.”

— FCC 97-157 § 510

These federally apprJ ved alternative mechanisms use data comparable to NSLP data, which
are:

(1) [c]ollectexL through alternative means such as a survey; or
(2) [flrom existing sources such AFDC or tuition scholarship programs.”
— 34 CFR Ch./II, § 200.28 (a)(2)(i)(B)(1) and (2)

3. Survey guidelines

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

a. The survey mqst be sent to all families whose children attend thel school.
|
{
\

|
|

H
i
|




b. The survey|must attain a return rate of at least 50%.

c. The surveyimust, at a minimum, contain the following information:

o Address of family

o Grade level of each child

o Sizelof the family

o Income level of the parents

d. The survey must assure confidentiality. (The names of the famili

es are not required.)

4. Acceptable aitTnative measures of poverty
The following measures of poverty are currently acceptable alternatives

a. Family income level at or below 185% of the federal poverty gui

to NSLP eligibility:

deline cited above.

b. Participationlin one or more of the following programs:
Medicaid

Food stamps
Supplementary Security Income (SSI)
Federal public housing assistance or Section 8 (a feder.

o 0 O 0O

al housing assistance

progr?)m administered by the Department of Housing and Urban

Develppment)
o Low Income Home Energy Assistance Program

Participation in Temporary Assistance for Needy Families (TANF) is an acceptable alternative
measure of poverty ONLY IF the family income of participants is at or below the IEG for
NSLP. Similarly, partﬂcipation in need-based tuition assistance programs is acceptable if the

family income of participants is at or below the IEG for NSLP.

5. Existing sources

Schools may also use existing sources of data which measure levels

of poverty, such as

TANF or need-based |tuition assistance programs. However, these measures are acceptable

for E-rate purposes only if the family income of participants is at or belo

6. Matching sib!ing«,F

w the IEG for NSLP.

|
|



The siblings of a st
at or below the If
respective schools
through a survey,
student has a broth
the status of the el
rate purposes, with

If a school has sent

udent in a school that has established that the stug
G for NSLP may also be counted as eligible for E
the siblings attend. For example, an elementary s
that a student’s family income is at or below the IEG for NSLP. That
e

:

7. Projections baTed on SUrveys

ent’s family income is
-rate purposes by the
hool has established,

(.

r and a sister who attend the local high school. The high school may use
mentary school sibling to count his high school sihlings as eligible for E-
ut collecting its own data on that family.

a questionnaire to all of its families, and if it receives a return rate of at

least 50 percent of

those guestionnaires, it may use that data to project the percentage of

eligibility for E-rate

purposes for all students in_the school. For examdleL a_school with 100

students sent a gue

stionnaire to the 100 homes of those students, and 75 of those families

returned the questi

nnaire. The school finds that the incomes of 25 of|those 75 families are

at or below the IEG

for NSLP. Consequently, 33 percent of the students from those families

are eligible for E-rate purposes. The school may then project from th

t sample to conclude

that 33 percent of the total enrollment, or 33 of the 100 students in tk

1e school, are eligible

for E-rate purposes.

8. Unacceptable a

The following alternative measures of poverty are NOT acceptable fo

discounts. They rely

a. Feeder schoo
middle or hig
which "feeds"|students to the middle or high school.

b. Proportional
school using
c. Extrapolation

students cho(jen to derive the percentage of poverty in a s¢

families pers

students who
d. Title 1 eligib
criterion for |estimating the level of poverty in a partic
measures of poverty eligible under Title 1 are indi

ternative mechanisms

r determining E-rate
n projections rather than on the collection of actual data:

income students in a
elementary school(s)

method. This method projects the number of low

school based on the average poverty rate of the
ethod. This method projects the number of low-income students in a

n estimate of local poverty.

rom non-random samples. This method uses a non-random sample of

hool, such as those

n ) or the families of

:

ally know by the principal ("Principal’s method'
pply for financial aid (a non-random sample).
ility. This method uses eligibility for Title 1 funds as the
ular school. Some
rect estimates of

|




}
i
f ‘
!_

| %

| 1

|

{’ E
&

poverty, and do not necessarily equate to the measur\e of poverty for E-
rate, namely eligibility for NSLP.

|
If a survey method was used to calculate the number of stude)lrlts eligible for NSLP,
please provide the following information:

1) The | ate that the survey was conducted

ANSWER:

The survey was conducted on August 2, 2004 II

The number of students enrolled in the school at the time|of the survey

ANSWER:

The number of students enrolied was 442. \;

3) The number of families that were sent the survey (the number of surveys sent
out)

ANSWER:

The survey was send to 442 students.

4.) The number of surveys returned

365 surveys were returned.

\
ANSWER: \1
!
|
‘5
|



5.) The|number of students determined to be eligible for NSLP based on the

returned surveys

ANSWER:

The numbeiar of students eligible for NSLP was 358.
|

6.) Prm;}de copies of all returned surveys with the child's personal information

blac [

ened out to ensure confidentiality, but retaining the information that

helped you determine if the family was eligible for Free & Reduced Lunch.

ANSWER: |

Copies are Lt‘tachecﬂ

7.) Indications on each survey form or on a separate sheet of the Free & Reduced
Lunch Eligibility determination for EACH survey. Ifprovided on a separate
sheet, provide a means to cross-reference the survey to which each
determination relates. For example, a code of “001” on the survey and “001”
on the separate sheet with the eligibility determination of that survey indicated.

8.) A signed certification that states: “I certify that only those students who meet
the Ianome Eligibility Guidelines of the National School Lunch Program have
been included in Column 5 of Item 9a, of Block 4 of the Horm 471.”

ANSWER:

The certification is attached.

Please fax or e-mail the requested information to my attention. If you have any questions,

please feel free to contact me.

It is important that we receive all of the information requested so we can icomplete our review.

Failure to do so may| result in a reduction or denial of funding.




Should you wish to cancel this application, or any of your individual funding requests, please
clearly indicate in your response that it is your intention to cancel an application or funding
request(s); along with the application number and/or funding request number(s), and the
complete name, titlr and signature of the authorized individual.

g O

Please send the requested information within sevem calendar days. If you need
additional time to prepare your response, please let me know as soon as possible.

Thank you for cooperation and continued support of the Universal Service Program.

Sincerely,

Rossana H. Sabi ‘

Schools Aund Libraries Division

Program Integrity Assurance

Phone: 973-560-4486

FAX: 973-599-6522

e-mail: rsabio@sl.u !iversalservice.org




Johnston County Schoo! District

School Name Rural/
Urban
West Smithfieid Elementary U

BEN

28361

Enrollment F&R Denial Total %  Qualifies Free & Projected
_ & Surveys Eligible ——Responses—Responses—Surveys = For Reduced  Eligible
Sent Out Responses Returned Returned returned  Survey % of NSLP
Returned (Survey Method Survey  Students
Base) Base
442 358 7 365 82.6% Yes 98.08% 308

NI}
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a 7933585695 Johnsten County Schools Free & Reduced Price Meal Application
Please print clearly using ONE CAPITAL LETTER per block. Use BLUE or BLACK INK ¢

SECTION I: ADULT HEAD OF HOUSEHOLD INFORMATION
First Name

ly. W, S @,@“LQA

1]

Eﬁamﬂﬂﬁiiﬂu\kawnmiiu{ﬂﬂcqm@5~
E)I\"rhjwf.— SREANERE

Food Smﬂ[p Case Number if. im;mb]e :

List MONTHLY income before ANY deductions of the Adult

TOTAL NUMBER of people living in the N
OOhmmeMkl Goclude aff adults and children) [

§ Gross%mthl Income | Gross Monthly Income 2 Gross MoL.lhl income 3
it S L ONLY. Romd ot o aivle N, | | | | ] EtD
(No cents)

L certify that all of the information listed on this formlis true and correct and that the FOOD STAMP and WORK FIRST numbers are comrect. ] certify lhat

information includes all income received by houschold members. 1 understand that this information has been given for the reccipt of Federal Funds; that school
officials may verify the information on the application and that delib misrepres tan of the information may subject me to prosecution under npplicﬂblc
Federul and State Laws.

THE APPLICATION CANNOT TE PROCESSED WITHOUT A SIGNATURE.

SIGNATURE_';:‘,Q A [ LA ('3 N DATE: 5— 5. &)

¢ income

v

SECTION 2: 1) Below list EACH ADD ONAL member of the household (not_the one ahove g receives INCO Income can be
from EMPLOYMENT ({ill in gross MONTHLY paycheck before deductions) or income ¢an be frora OTHER SOURCES (fill in MONT ajsm,y

amount from any source including Social Sceurify, Retirement, Pensions, Strike Bencfits, Alimony, Child Support, Unemployment, Work

Compensation, Other). 2) Below also Hist A tudents iy the househiold who attend 3 Johaston Coynty School, Bcwretoprm(tthAME

OF THE SCHOOL and the GRADE the student rmll attend in the coming year, 3) [f_any_smdgmj;j_msmgﬂmcheck the sroall
on the right. Fill out a scparate application f‘om? for EACH foster child in the household. Ifthe foster child receives pcrsonal income, list
monthly amount in the income boxes. The h%d of the household for a foster child does not need to list monthly income in Section 1.

First Name of Household Member with Income ar of the Student

X
the

Ol N +He T_T‘]E] S I R L T T T

Gross Monthly Income 1 Gross Monthly Income 2 ecurity Number Student Work Fiest Case Number - if applicable

O

CILICTT T ENEENEEEN

) Blzle]

First Name of Housshold

G_oss M’mhlz lnic’c;nlchl’lrﬂﬁa : M%x t Work Filt Cst;t Nu.}mbcrl- if ;[ ﬁc{blc ] ! l J

Johnston County School that this Student astends - if appii

Teacher "
o T L FTE T

UL
Fixst Name of Household Member with Incoms or of the Student

TTTENﬁ%TurﬂliijllLi

Gross Monthdy Income 1 Gross Monthly Income 2 Sodial Security Number Stu nt Work First Case Number - if applicable

[ [

ffice Use

Johnsten Clmnﬁ School that this Student attends - xf‘aTImable [Sﬂ-r’—l [&r L l l { ] [¢]

First Name of Houschold Member with lncomcoroftbc

T T T T I T1

11

Gross Monthly Income 1 Gross Monthly income 2 mczalSccun Number Stu dent Work First Case Number - if applicable

Johnston County School that this Student attends - Lf llcable
FTTTTETTTTTTTTTTﬁ%]ﬁLl [T

i st E]FT"[?JMLJ,[II T T 111

||

Gross Mounthly Income T Gmanhl Income 2 Social Secunity Number Student Work First Number - if applicable

ohnston County School that this Smudent attends licable er Ofﬁl Use
T T T T T T T T T T T T T Ty

Section 3: ALL OTHER HOUSEHOLD MEMBERS Please list al! other household members not listed in SECTION | or 2. This would inctude

anyone living in the household that does not receive income or attend a Johnston County School, EVERY individual residing in the home
listed on this application

section 4: Waiver of Privacy Act: [ give permission for Johnston County Schools to give my name, address, and whether my child qualifics for
froo/reduceg priced meals to the following program:  You arg not required t answer this question.

NC Health Choice O Dental Benefits O Title 1 Office O Workforce Development O All

Section 5: Race/Ethnic Identity: You are not require iln answer this question: Fill in appropriate circles.

LO White O%Black OHispanic O Asian O American Indian O Bi Racial O Other

MUST be

._J




EXHIBIT 8



Balancing Education and Technology

534 Dogwood Drive Fax (919)929-9074
Chapel Hill. NC 27516 newhopetech.org

October 12, 2005

Rossana H. Sabio

Schools And Libraries Division
Program Integrity Assurance
80 South Jefferson Road
Whippany, NJ

SENT VIA FAX

Re: 471 Application Number 453668 & 484709
Johnston County School District

Dear Ms. Sabio:

I am in receipt of your letter dated October 12, 2005 (copied below). |I have attempted to
answer each of your questions in red and bolded below each question. Please let me know if
you need any additional information or would like clarification concermning any of my answers.

Thank you!

Regards,

John W. Hughes
President

October 12, 2005

Jobn Hughes

JOHNSTON COUNTY SCHOOL DIST
Telephone: (919) 968-4332

Application Number: 453668 & 484709

Dear John Hughes,

New Hope Technology Foundation (919) 68-.4.355 S



The Program Integrity Assurance (PIA) team is in the process of reviewing all
for schools and libraries discounts to ensuye that they are in compliance with

orm 471 Applications
e rules of the federal

universal service program. We are currently in the process of reviewing your Funding Year 2005 Form
471 Application. To complete our review, we need some additional information. The information

needed to complete the review is listed below.

A) On your email dated 5/25/2005, you have indicated that a survey method was
the discount for the entities listed below.

Entity No. Entity Name
28130 BENSON MIDDLE SCHOOL
28181 BENSON ELEMENTARY SCHOOL
28222 COOPER ELEMENTARY SCHOCL
28237 FOUR OAKS MIDDLE SCHOOL
28239 FOUR OAKS ELEMENTARY SCHOOL
28305 GLENDALE-KENLY ELEM SCHOOL
28323 NORTH JOHNSTON MIDDLE SCHOOL
28339 MICRO-PINE LEVEL ELEM SCHOOL
28352 SELMA MIDDLE SCHOOL
28359 SMITHFIELD MIDDLE SCHOOL
28360 SOUTH SMITHFIELD PRIMARY SCH
28382 WILSON'S MILLS ELEM SCHOOL
28386 CORINTH-HOLDERS ELEM SCHOOL

Please provide / answer the following:
1) Are the surveys/applications and results kept on file.

ANSWER:

Yes, the surveys/applications are kept on file

used in determining

2) Provide a sample copy of a FILLED QUT SURVEY/APPLICATION w
information crossed out for confidentiality for EACH of the school.

ANSWER:

th the child's personal

Each school uses the same district standard free & reduced application survey
that is used district wide in each school. A sample is attached (Attachment A).

idate your requested

B) Based upon review of your Form 471 application, we were not able to v

discount percentage of 60% for MCGEE'S CROSSROADS ELEMENTARY, Entity No. 163530

and 60% for MCGEE'S CROSSROADS MIDDLE SCHOOL. Entity No. 232663, ¥ you choose to

validate your original requested discount percentage of 60% for these entitigs, then please provide

the appropriate documentation if one of the following acceptable methods were used:

a. If the school participates in a National School Lunch Program (NSLP), please provide us a
signed copy (preferably by the Principal, Vice-Principal, Superintendent, or Director of Food

Services) of the Reimbursement Claim Form that the school sends to
Make sure that the following 3 items are identified:
1) The Entity name

the state each month,




2) The total number of students enrolled at the entity
3) The total number of students eligible for Free/Reduced Lunch Progrs

If the school district fills out an aggregate Reimbursement Claim Form
the following:

A copy of the aggregate claim form that the school submits to the st
A signed letter from a school official (preferably by the Pri
Superintendent or chief school official, or Director of Food S
enrollment and Free/Reduced information for each school
report/spreadsheet acceptable as an attachment).

Totals of the above two items must be equal and must represent the

L]

e

If the discount percentage was determined by information obtained fro
please provide the following information:

1) Total number of students enrolled

2) Total pumber of surveys/applications sent out
3) Number of surveys/applications returned

4)
5)
6)

Are the surveys/applications and results kept on file.
Provide a sample copy of a FILLED OUT SURVEY/APPLICA
personal information crossed out for confidentiality.
A signed certification that reads: “I certify that only those students
Eligibility Guidelines of the National School Lunch Program h
Column 5 of Item 10b, of Block 4 (Worksheet A) of the Form 471.”
This mformation must be in writing on school letterhead and s
(such as the Principal, Vice-Principal, Superintendent, Director of F

7)

8)

ANSWER:

The information was determined by using a survey/application.

The total number of students enrolied and the total number of

out at McGee’s Elem was 960 and at McGee's Middie was 624.
The total number of students qualified for NSLP at McGee's Ele

McGee's Middie was 222 as of the 2/7/05 (see attached de

Attachment C)

All surveys are kept on file.

Sample copies are attached (Attachment B).

A signed certification is attached (Attachment D).

b. If the discount was determined using a different method than what
please indicate the method that was used and provide ail relevant data.

C) Based upon review of your Form 471 application and/or the documentation y;
not able to determine the eligibility of the entities listed below. In order to
discounted services, per the rules of this support mechanism, the entity

instruction must be considered part of an elementary or a secondary school
Left Behind Act of 2001 (20 U.S.C. Section 7801 (18) and (38)) which is

profit businesses, and does not have an endowment exceeding $50 million.
documentation that will verify that the entity meets the definition provided akt

m for the entity

for the district, provide
rate

ncipal, Vice-Principal,
ervices) that lists the
in the district (MIS

same period of time.

Tm a survey/application,

Total number of students qualified for NSLP per the returned surveys/applications

IION with the child's

who meet the Income
ave been included in

ignéd by a school official

bod Services).

applications sent

was 367 and at
ographic report

was identified above,

ou provided, we were
be eligible to receive
providing classroom
found in the No Child
not operating as a for-
Please provide
ove.




Entity
No. Entity Name

JOHNSTON COUNTY SCHOOLS NORTH

CAMPUS

JOHNSTON COUNTY FACILITY SERVICES

JOHNSTON COUNTY WEST CAMPUS

JOHNSTON COUNTY BUS GARAGE

MCGEE'S AREA ELEMENTARY SCHOOQOL

CLEVELAND AREA ELEMENTARY SCHOOL

NORTHWEST JOHENSTON MIDDLE SCHOOL

162762
16020642
16020644
16020645
16031018
16031021
16031022

If any of the entities above is a non-instructional facility, which can be eli
certain circumstances, please provide a written response to the following
the non-instructional facility:

Do either of these two descriptions accurately and completely describe yous
or library’s situation? If so, which one or both?

solely for school, school district or library business.

svible for services under
questions for EACH of

school, school district

a) The non-instructional facility is owned by the school, school distrii;[r library and is used

b) Only school, school district or library employees use the non-instructio:

ANSWER:

Entity numbers 162762, 16020642, 16020644, & 16020645 are

facility.

non-instructional

facilities owned by the school district, used solely for school district business, and

used only by school district employees.

Entity numbers 1631018, 16031021, & 16031022 are mnew
under construction or socone to be under constructions and d
spring of 2006. We utilized the shared district discount perc
these schools..

s

schools currently
e to open in the
htage for each of

For further information about funding requests to non-instructional facilities, consult the

“Educational Purposes” document

www.sl.universalservice.org/reference/educational purposes.asp

at

D) If any of the entities identified on item C is a new comstruction school, ple:

documentation evidence that the construction is underway. This proof ma

construction contract or RFP to bid on the construction. Please provide any
relevant to the appropriate discount level for this new construction.

ANSWER:

A notice to proceed (the official award of the bid) with construct

consuiting engineer for Dixon Road Elem and West Cleveland is

se provide appropriate
y take the form of a
additional information

on issued by the
ttached

e

Attachment E). At the time we requested the BEN for these schogls, they were

not officiaily named. BEN 160310138, McGee's Area Elementary S

chool, was the




working name for what has been officially named Dixon Road Elementary.
Simitiarily, Cleveland Area Elementary School was the wcar&dng&t'same for what is
not officially named West Cleveland Elementary (BEN 16031021 ). Northwest
Johnston Middie School is not yet under construction, but is sc 'eduied to start in
the next month. To confirm this fact, I have attached a certification from the
Assistance Superintendent

Form 471 # 453668

E) For FRN 1343087 and FRIN 13432338 for Internet Access services, pleaseg
the services will only be delivered to eligible users at eligible locations. T
mechanism do not allow for services or products to be provided to resident
school/library facilities (i.e., students and teachers may not dial in from home to access the
Internet; there can be no community access, etc). “Remote access” where users from any location
use their own Internet account to access school or library mformation, is ¢eligible for funding. If
this funding request for Internet Access is strictly limited to services used only at eligible locations
by eligible users, then please confirm in writing the following:

rovide a statement that
he rules of this support
al homes or other non-

ANSWER:

“The Internet Access service for which I seek discounts will be s
providing services only at eligible locations and used only by elic
Access to the Internet will not be provided to homes or other ng

-~

trictly limited to
ible users.
n-school or non-

(Signed)  _.
(Name) Joh Hughes—
(Title) Agerit

(Date) October 12, 2005

The above statement must be signed and dated. If you are unable to make such a statement,

because the statement is not correct, please indicate such.

343087 and 1343026,

F) Based on your Item 21 documentation for FRNs 1341312, 1343238 1

H
\J

services will be provided to MCGEE’S AREA ELEM, Entity No. 1603 i

18. This entity is not

included on block of your Form 471 # 453668. Please confirm if this ¢
services on your funding request for the FRNs mentioned and I will add the

ANSWER:

Please add McGee’'s Area Elem, Entity # 16031018 to Block

646512 on 471 # 453668.

G) Based on your documentation FRN 1341312 is a request for cellular service
does not indicate the number of lines for which funding is being requesteL

pumber of lines for which you are requesting service on this FRN.

ANSWER:

tity will be receiving
entity to block 4.

4, worksheet #

. The decumentation
Please indicate the

L.




The number of cellular lines is 559 (see attached Attachment 21, Attachment F).

H) Based on your documentation, FRN 1343238 is a request for Internet Access Service, but the
documentation does not indicate the bandwidth of the service being provided. Please indicate the
bandwidth of the Internet Access that is being provided (e.g., 56-K, T-1, DSL, ISDN, and/or OC-

3).
ANSWER:

The bandwidth of the Internet access is 12 mbs defivered via 8§
Attachment 21 Attachment G).

T1’s (see attached

Please fax or e-mail the requested information to my attention. If you have any questions, please feel

free to contact me.

It is important that we receive all of the information requested so we can
Failure to do so may result in a reduction or denial of funding.

Should you wish to cancel this application, or any of your individual funding

complete our review.

requests, please clearly

indicate in your response that it is your intention to cancel an application or fi
with the application number and/or funding request number(s), and the co
signature of the authorized individual.

Please send the requested information within seven calendar days. If you
to prepare your response, please let me know as soon as possible.

ding request(s); along
nplete name, title and

need additional time

Thank you for cooperation and continued support of the Universal Service Program.

Sincerely,

Rossana H. Sabio

Schools and Libraries Division
Program Integrity Assurance

Phone: 973-560-4486

FAX: 973-599-6513

e-mail; rsabio@sl.universalservice.org




} 7933585695 Johnston County Schools Free & Reduced Price Mea Application

Please print clearly using ONE CAPITAL LETYER per biock. Use BLUE or BLACK INK onty.

SECTION I: ADULT HEAD OF HOUSEHOLD INFORMATION
First Nazpe

Ml Last Nams
]
Lot

3 el b L LT um /
el L) S L [ T AT T RT A T7)

I
TOTAL NUMBER of people tiving is the
/[-OOJ Bazsehold (include ali adelts and children)

Gross Monthl » Goss Mmd\!? fncome 2 Gross wlomhlr Income 3

{ cernify that alf of the information listed on this furm is true and correct and that the FOOD STAMP and WORK FIRST numbcrs are correct, | centify rhm the incorae
information includcs all income received by by hold bers. 1 und d that this information has been given for the reccipt of Federal Funds; that lskhoo!
‘officials may verify ihe information on the application and that deliberate misrepresentation of the information may subject me lo prosecution under upplicabic
Federal and State Luws,

THE APPLICATION CANNOT BE PROCESSED WITHOUT A SIGNATURE.

SIGNATURE.W W 7@ DATE: __ & — e GH of

SECTION 2: 1) Below lis A 1 OME, Income L be
from EMPLOYMENT (£ll in gross MONTHLY paycheck bcf S deducuom) or income can bc ﬁ-om OTHER SOURCES (fill in MO i HLY
amount from any source inciuding Socxal Secumy chrcment. Peusxons Strike Beneﬁt.s Ahmony Child Support, Unemployment, Workers
Compensation, Other). 2) Be 3 e B .t Be surc to print the NAME
OF THE SCHOOL and the GRADE lhe Sludcnt w:l! atzcnd in the commg year. 3) MMM&«R the smalfibox
on the right. Fill out a scparate application form for EACH foster child in the houschold, Ifthe foster child receives personal income, list the
monthly amount in the incomae boxcs. The head of the household for a foster chitd does net need 10 tist monthly income in Section 1.

First Name of Household Member with Inocme or of the Swdont %71} Lf J ] 1 ]j J I ]

Work First Case Number - if applicable Eoster Child

L1l ] g
IHLJHW

IW

List MONTHLY income before ANY deductions of the Adult
listed int Section | ONLY . Round income to the ncarest dollar.
(No cents)

Gross lnmmlGN[ZsMomhi ncome 2 i : h'cnblcosﬂ
Tohnston ¢ smaxwmssmzmmds-if e Use
Slmt 154 A, el A TAA7]<] [T 111577

First Name of Houschold Mcmber with Income or of the Student M Last Name

LIl ]]]

me :‘_’:M&;{m” i . tident Work Fiast Case Numioer — I apalicsbis
l\.-ﬂaai;{ ERE Lf;YZle.ln HEE LT LT T T 1=
First Name of Household Member with lncame o of the Student MID Last]iﬂa_xllc]ij -]'J’ ' ! _, l L , ‘( ]

erMoatm Incomcl(}mssm:mih Income 2 Socal Securty Narmber otk First Case Number - 3f applicsble

’°h°" Cou Schm“hammsaxdcnzatmds if applicable r ] TJW
! OO

First Narme of Household Memmbcr with Income o

J I JMomliﬂincomz Social m l !—-I"ngaScNm - ifa —x]abtc[ I]
ERERIiEEEN m‘*“‘ﬁ"ir [TTTL LTI

Johnston Cﬂﬁ Schoo] that mssm: awends - ggrhublc QMT xgjg fﬂim Use

Section 3: ALL OTHER HOUSEBOLD MEMBERS: Please list 2l other household members not listed in SECTION 1 or 2. This would mr:ludc
anyone living in the household that docs not receive income or atend 2 fohaston County School. EVERY individual residing in the home M__S'_!‘_ be
listed on this application

Section 4: Waiver of Privacy Act: [ give parmission for Johnstoa County Schools to give my namc, address, and whether my child qualifics for
freefreduced priced meals to the following program: You are not required to answer this question.

O NC Health Choice O Dental Benefits O Title 1 Office O Workforce Development O All

Szetion 5: Race/Ethnic Identity: You are not required to answer this guestion: FWl in appropeiste clrclcs.
I O White O Black O Hispanic O Asian O American Indian O BiRacial O Other §

| ~ (ioH ek

#



§ 7933565658 Jebnstan County Scheols Free & Reduced Price Mogl Apblisaion
Please print chesrdy vaing ONE CAPITAL LETTER per block Une BLLE or BLACK BN o

SECTION {1 ADULT HEAD OF BOUSENOLE INPORMA TRON
Firgt Mewse ) o Leax Nawe

¥

TOTAL KUMDTR of peofic Hving ntie
Bputehela festode oft pgats end ciligroms

Lo.:;f’

Lig MONTILY insoms befors ANY deductions of the Aduls G b, : st 9 %gm; B
limed i Scovion | ONLY |, Raxiad imcome & D¢ nswen dotlor, : joo #1
[No soand ; ’; E 2 g 253 Z ; ‘

{ cornfy ihem ait of the Infirerxitlon linld &0 Bois G 13 00 avd COTEGE asvd Thotave FOOR: STAMP snu WEIRN FIRST ravnbors s conesct, § oartify thae vsesl i

infoemmion inchrdey il income reseived by ousTholg meraiere. 1 undomsond that tlp (nrethn kou 8503 v Fof e raosipt of Flosar Fundy: isae sehyth
officads moy verry che Wlornation on thi spiticaiicor an¢ that Qelhemas SRRttt ol'the rnfb-nmum My FLREC LI 10 $rOSTE ulian UAtinr
tcseml 406 Sune Lawn,

THE APFLICATION CANI\O'B‘ BE PROCESIED WITHOUT A SICNATURE,

7Y

HCNATURE, S48 P LR fer DATE: L9d5" "'ﬁfﬂ....

from nwnovmm (Gm 3 MONTH LVpcy‘.mk bekx dcaucwm-) o income cam be m QTHER saunc ES ¢hl) in MONTILY

DME. Ingone can l;p

amount Bom any souet Mdmf.@ Scmt Smmy aeurmcnt. t'm\ons smke Bmvﬁu. Adimony, Clali Suppw-.. Unomplegmient, Workers

g L 3 58 LHEE, chorte (i sl 5o
09 the eightt, Fil* out 3 sepate mpplication: fortn for EACTE foster eliitd 7o the househete, §Tehe (azer chitd rocsives pomona! incarae, Yot e
ontily aroount it the income boxes. The herd Al the tousthold for 3 foster child does not hewd 1o tiar monthy il v dxwion 1.

earme

dach Besore ta prist the NAME

(i

~smal I Iw
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(919) 934-6031 PO. Box 1336, Smithfield, NG 2

August 8, 2005

Rossgana H. Sabic

Schools And Libraries Division
Program Integrity Assurance

80 South Jefferson Road
Whippany, NJ

77

SENT VIA FAX

Re: 471 Application Number 453668 & 484709
Johnston County School District

Dear Ms. Sabio:

{ certify that only those students who meet the Income Eligi

(918) 989-6277 FAX

yility Guidelines

of the National Schoel Lunch Program have been included in Column 5 of

item 9a, of Block 4 of the Form 471.

Regards, -

Mr. Ernest (E.D.) Hall
Associate Superintendent

Fostering A Flame For Learning
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Date: Thu, 2 Nov 2006 16:14:39 -0500

> From: sldnoreply@sl.universalservice.org—e=-
> Subject: RE: Initia?l Contact, case#/21-490224 )
> To: sheaton@hotmail.com

>

> Thank you for your inquiry. Yes you can do this, as for a rationale, that we can not provide, any

assumption as to wk
would be purely spe
>
> If you have any further questions, please feel free to contact our Schools ar
1-888-203-8100. Please remember to visit our website for updates:
http://www.sl.universalservice.org

>

> Thank you,
> schools and Libraries Division

> Universal Service Administrative Company
>

culative.

VvV V VYV

\

>
> From: sheaton@ha
> Subject: Initial Con
>

> [FirstName]=Scott
> [LastName]=Heato
> [JobTitle]=

> [EmailAddress]=sheaton@hotmail.com
> [WorkPhone]=9122450721

> [FaxPhonel= T

> [PreviousCaseNumTer]-—-O

>

> [FormType]=Discount

> [Owner]=TCSB

> [DateSubmitted]=11/2/2006 8:21:45 AM

> [AttachmentFlag]=N[BenOrSpinNumber]=127339

tmail.com
tact

n

> [ApplicantFormID]TInternal Connections

> [ApplicationNumber]=531213

> [FundingYear]=FY9 (07/01/2006 - 06/30/2007)
> [WorksheetNumberh=NA

> [Question2]=To Wlom It May Concern:
>
> Can a school syste

y a school would determine their discount using the method you have described

d Libraries Helpline at

use its' National School Lunch Program application/survey as the data source

in determining alterna%ive discount eligibility as to the alternative discount survey mechanism, as

long as the National S
survey mechanism gui
>

> If possible please provide a yes or no answer with rationale.
>

> Thank You
>

chool Lunch Program application/survey meets the SLD a
dlines?

ternative discount




>
> The previous Regponse which is only a partial answer to my guestion is as follows.
>
> Thank you for your inquiry. The decision to do a survey (or use ancther method to determine
eligibility, also detailed in the web guidance) can be made on a school-by-schpol basis. If some
schools in a district want to do a survey, however, they should check with their district to be sure
that it is okay, as the district may be the one filing the Form 471/486 and may feel it should have
the final say. Be su e to follow the guidelines on the website. You will need tq send the survey to all
families in the school and if their response rate is higher than 50%, then you can extrapolate the
rest. Keep in mind that if you choose to do the survey you will be required to provide copies of the
surveys to determine their accuracy. If you have any further questions, please feel free to contact
our Schools and Libraries Helpline at 1-888-203-8100. Please remember to visit our website for
updates: http://www.sl.universalservice.org Thank you,Schools and Libraries
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John Hughes

From: sldnoreply@sl.universalservice.org
Sent: Thursday, January 04, 2007 5:48 PM
To: John Hughes

Subject: RE: Initial Contact

(Case #21-513852

Thank you for your inquiry. This should not be an issue with SLD.

If you have any further questions, please feel free to contact our Schools and Libraries Helpline at 1-888-203-8100.
Please remember to visit our website for updates: http://www.sl.universalservice.org

Thank you,
Schools and Libraries Division
Universal Service Administrative Company

From: jhughes@vistatm.com
Subject: Initial Contact

[FirstName]=john

[LastName]=hughes
[JobTitle]=president
[EmailAddress]=jhughes@vistatm.com
[WorkPhone]=9199684332
[FaxPhone]=9199299074
[PreviousCaseNumber]=0

[FormType]=0ther

[Owner]=TCSB
[DateSubmitted]=1/4/2007 12:19:21 PM
[AttachmentFlag]=N[Question2]=Is it permissible to use a free & reduced application as a survey form IF it meets all the
requirements of a survey form as detailed in the SLD website under "Survey Guidelines™ quoted below:

"The survey must be sent to all families whose children attend the schoal.
The survey must attain a response rate of at least 50%.

The survey must, at a minimum, contain the following information:
Address of family

Grade level of each chiid

Size of the family

Income level of the parents

The survey must assure confidentiality (e.g., the names of the families are not required)"

The NSLP has strict guidelines concerning the confidentiality of all free & reduced applications that guard against
unauthorized disclosure of the data contained in the application/survey.

If this is not permissible, please indicate why not.
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Alternative Discount Mechanism Guic}ﬂance After

6/21/07

The primary measure for determining E-rate discounts is the percentage of students eligible
for free and reduced lunches under the National School Lunch Program (NSLP), calculated

by individual school. Students from households whose income is at or be
federal poverty guideline are eligible for the NSLP.

The FCC's rationale for using NSLP data is as follows:
“[Tihe national school lunch program determines students' eligibility for free or reduced-pri

family income, which is a more accurate measure of a school's level of need than a model
community income.”

low 185% of the

ce lunches based on
that considers general

- FCC 97-157 {509

income Eligibility Guidelines for NSLP eligibility are available on the web page of the United States Department of
Agriculture Child Nutrition Programs by following the links for “National School Lunch Hrogram” and “Income

Higibility Guidelines.”

The FCC also sanctions other mechanisms to determine a school’s level of need, as long
are based on — or do not exceed — the same measure of poverty used by NSLP:

as those mechanisms

“IA] schodl may use either an actual count of students eligible for the national school funch program or federally-

approved alternative mechanisms to determine the level of poverty for purposes of the unj
program. ..

versal service discount

“ISjchools that choose not to use an actual count of students eligible for the national schopl lunch program may
use only the federally-approved alternative mechanisms contained in Title | of the Improving America's School

Act, which equate one measure of poverty with another.”

SURVEYS

- FCC 97-157 {510

A schooi may design a survey that provides the necessary information that measures a fa
Applicants cannot use National School Lunch Application forms as surveys. Surveys must
following guidelines:

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 family and students

Size of the family -

Income level of the family

mily’s level of need.
be based on the




income data (or eligibility data based on income) from a survey used to support a discou
request cannot be older than two years before the start of the funding year. For example
an income survey done in September 2005 can be used for funding requests for Funding
Year 2007, but not for Funding Year 2008. Therefore, surveys must be done at least eve

Survey retention documentation

Applicants should maintain a record of the survey documentation collected to assist in re:
inguiries. Such records should be maintained for a period of five years after the last day
discounted services.

Collecting income data on a survey

Consistent with NSLP eligibility guidance, income data (or eligibility data based on incom
discount level for a funding request should be collected based on income received by the
month before the month in which the survey is conducted. However, the monthly income
containing one or more seasonal workers, self-employed workers, or other workers whos
month to month may not accurately represent the actual circumstances of the household

nt level for a funding

the data gathered from
Year 2006 and Funding

ry other year.

sponding to PIA
of delivery of the

) used to support the

household during the
of a household

e income varies from

Such a household can

project its annual rate of income for the current year based on the income data that is available.

NOTE: in general, income data gathered for NSLP is annualized based on the monthly h
the month preceding the month in which the application is submitted; applications are dis
of the school year. The income data gathered is used to determine eligibility for the twely
(July 1 to the following June 30) in which the survey is conducted.

information on the definition of income under NSLP, other income guidelines of the progr
Guidance for School Meals Manual” can be obtained from the website of the National S¢

3

ousehold income from
ributed at the beginning
e-month school year

am, and the “Eligibility

hool Lunch Program.

Collecting data on acceptable alternative measures of poverty on a survey

Participation in one or more of the following programs is currently acceptable as an altern
Questions on eligibifity for these programs can also be included in a survey:

ative to NSLP eligibility.

- Supplementary S
* Federal public housing assistance or Sect
the Department of Housing and Urban
Low Income Home Energy Assistance Prograr

Participation in Temporary Assistance for Needy Families (TANF) is an acceptable alternative measure of poverty
ONLY {F the state income eligibflity guidelines are equal to or below the level of the Income Eligibility Guidelines

(IEGs) for NSLP. Similarly, participation in need-based tuition assistance programs is acgeptable if the household
income of participants is at or below the 1EGs for NSLP.

Projections based on surveys




If a school has sent a survey to the households of all of its students, and if it receives a réturn rate of at least 50

percent of those questionnaires, it may use that data to project the percentage of eligibili
students in the school. For example, a school with 100 students sent a survey to the 10(¢
students, and 75 of those households returned the questionnaire. The school finds that t
those 75 households are at or below the [EGs for NSLP. Consequently, 33 percent (25 /
from those households can be counted as eligible for NSLP. The school may then projeg
conclude that 33 percent of the total enroliment, or 33 of the 100 students in the school, ¢
eligible for NSLP.

OTHER ACCEPTABLE MECHANISMS FOR COLLECTING DATA

y for NSLP for all
households of those

he incomes of 25 of

75 * 100) of the students
t from that sample to

an be counted as

Collecting data from existing sources

Schools may also use existing sources of data that measure levels of poverty, such as TA

NF or need-based

tuition assistance programs. However, these measures are acceptable for E-rate purposes only if the income

eligibility guidelines are equal to or below the |EGs for NSLP.
Matching siblings

if a school has established that the househcld income of one of its students is at or below
siblings of that student may also be counted as eligible for NSLP. For example, an eleme

the IEGs for NSLP, the

ntary school has

estaplished, through a survey, that a student’s household income is at or below the |EGs for NSLP. That

student’s household also has a brother and a sister who attend the local high school. The
the status of the elementary schod sibling to count his high school siblings as eligible for
its own data on that household,

Combining data from different sources

Unless a school is able to use a projection based on a survey as described above, data u
parficular discount leve! must be collected and verifiable on an individual student basis. H
multiple sources can be combined to complete the count of students eligible for NSLP. F
with 100 students sent a survey to the 100 households of these students, and 40 of those
the survey. The school finds the income of 20 of those 40 households, each of which has
schogl, are at or below the 1EGs for NSLP, This rate of return (40%) is too low to allow a
survey. However, the school has also matched 10 students not represented in the survey,
who are eligible for NSLP, and the school has verified that 15 additional students not reprs
responses participate in a need-based tuition assistance program that requires the houset
participants to be below the IEGs for NSLP. The school can combine the individual result:

high school may use

NSLP, without collecting

sed to support a

owever, data from

r example, a school
households returned
one student in the
projection based on that
responses with siblings
asented in the survey
nold income of

s from these three

sources to conglude that 45% of the total enroliment, or 45 {(20+10+15) of the 100 students in the school, are

eligitle for NSLP. The schogl must be able to verify that it has counted each eligible stude

Provision 1, Provision 2 or Provision 3 schools

The National Schoal Lunch Actincorporates three alfernative provisions to the normal reg

determinations of eligibility for free and reduced price school meals. For schools that mee

one of these provisions, annual notification of program availability and certification of child
meals may be reduced to cnce every two consecutive school years or fess. USAC defers
requirements and does not require more documentation than is required under these provi

=nt only once.

uirements for annual
t the requirements of
ren eligible for free
to these reporting
Sions.




{
i
i
|

{
Schools participating in one of these three provisions can use the percentage of student} eligible for free and
reduced lunches acceptable under that provision to determine the discount they enter on their Form 471.
However, such schools must be able to produce the documentation required under that provision if requested.
Specifically, a Provision 2 or Provision 3 school must have copies of its site application, approval letter from its
state to participate in that provision, base year statistics, and the state letter approving an extension (if

applicable).
Special provisions for schools in Puerto Rico and the U.S. Virgin Islands

The Code of Federal Regulations contains special provisions for determining NSLP eligibility for schools in Puerto
Rico and the U.S. Virgin Islands. All students in these territories are provided with a free|lunch regardless of
actual income. However, a survey must be conducted to determine the socio-economic |evel of the territory and
the applicable reimbursement rate for the NSLP, and it is that reimbursement rate that determines the E-rate
discount. USAC will work with the relevant territorial agencies to determine the eligibility [numbers approved by
the U.S. Department of Agriculture for each territory. This determination is applicable to public schools and
libraries. Nonpublic schools are not automatically eligible to receive the same discount rate.

UNACCEPTABLE MECHANISMS

The following alternative measures of poverty are NOT acceptable for determining E-ratel discounts:

Last modified on 6/21/2007




EXHIBIT 12



e mmaa ¢ W AN Y AN YY

FCC Form

Schools and Libraries Universal Service

470 Description of Services Requested
and Certification Form

Estimated Average|

This form is designed to help you describe the eligible telecommunications-rela
that this data can be posted on the Fund Administrator website and interested
identify you as a potential customer and compete to serve you.

Please read instructions before beginning this application. (To be completed by

Page 1 of 8

Approval by OMB
3060-0806

Burden Hours Per Response: 4.0 hours

ted services you seek so

service providers can

Block 1: Applicant Address and Identifications

entity that will negotiate with providers.)

lForm 470 Application Number: 161690000612458

[Applicant's Form Identifier: Johnston 2007 P13 BM

 Application Status: CERTIFIED

lPosting Date: _12/26/2006

Allowable Contract Date: 01/23/2007

[Certification Received Date: 12/26/2006

1. Name of Applicant:
JOHNSTON COUNTY SCHOOL DIST

2. Funding Year: 3. Your Entity Number
07/01/2007 - 06/30/2008 126867

4a. Applicant's Street Address, P.0.Box, or Route Number

2320 US 70 E

ity State Zip Code
SMITHFIELD NC 27577 |
b. Telephone number C. Fax number |
(919) 934-6031 (919) 989- 6277

5. Type Of Applicant
; Individual School (individual public or non-public school)

AR

chools)
LSTA)

and/or libraries)

School District  (LEA;public or non-publicle.g., diocesan] local district representing multiple
‘7 Library (including library system, library outlet/branch or library consortiumias defined under

+- Consortium (intermediate service agencies, states, state networks, special gonsortia of schools

"6a Contact Person's Name: John Hughes

lease complete the entries for the Street Address below.

First, if the Contact Person’s Street Address is the same as in Item 4 above, chec«L this box. If not,

6b. Street Address, P.0.Box, or Route Number
% New Hope Foundation

534 Dogwood Drive

" http://www sl universalservice.org/form470/FY8_ReviewAllasp

12/26/2006



City State

Chapel Hill NC 75

ip Code

Page 2 of 8

16

Check the box next to your preferred mode of contact and provide your contact in

i

formation. One box

[ IMUST be checked and an entry provided.
7 6c. Telephone Number (919) 968- 4332

7 6d. Fax Number (919) 929- 9074

6e. E-mait Address jhughes@newhopetech.org

Block 2: Summary Description of Needs or Services Reti]

ested

I

i

[7 This Form 470 describes (check all that apply):

a. 7 Tariffed or month-to-month services to be provided without a written cont
must be filed for non-contracted tariffed or month-to-month services for each fun

.
@

ect. A new Form 470
ling year.

b. ¥ Services for which a new written contract is sought for the funding year i

Item 2.

Check if you are seeking a contract featt

ring voluntary extensions |§

c. 7 A multi-year contract signed on or before 7/10/97 but for which no Form 4
previous funding year.

I‘70 has been filed in a

NOTE: Services that are covered by a signed, written contract executed purs
Form 470 in a previous funding year OR a contract signed on/before 7/1 0/94

reported on a Form 470 as an existing contract do NOT require filing ofa n

and previously
w Form 470.

uant to posting of a

hat kinds of service are you seeking: Telecommunications Services, Internjet Access, Internal

Connectlons Other than Basic Maintenance or Basic Maintenance of Intern

Connections? Refer to §

Jor categories (8, 9, 10 and/or 11 below), and answer the questions in each category you select.

}s ¥ Telecommunications Services ﬂ
Do you have a Request for Proposal (RFP) that specifies the services you are
YES, your RFP must be available to all interested bidders for at least 28 daysj.

dvour RFP is not available to all interested bidders, or if you check NO and yo

iﬂ YES | have released or mtend to release an RFP for these services. lt is ave

¥ the Contact Person in ltem 6 or 5 he contact listed in ltem 12.

seeking ? If you check
If you check YES and |
have or intend to have

ilable or will become

b ' NO , | have not released and do not intend to release an RFP for these servi

ces.

hether you check YES or NO, you must list below the Telecommunications Sert
each service or function (e.g., local voice service) and quantity and/or capacity (e
10 new ones). See the Eligible Services List at www.sl.universalservice.org for exar
elecommunications services. Remember that only eligible telecommunications prg

ervices under the universal service support mechanism. Attach additional lines if ri

ices you seek. Specify
g., 20 existing lines plus
nples of eligible

viders can provide thes
peded.

lc © Check this box if you prefer

this box if you do not

discounts on your bill.

blllm ful

; ference.

ervice or Function: Quantity and/or Capacnty
[.ocal Service 5 locations
Long Distance Service 5 locations
Cellular Service 600 lines

http://www.sl.universalservice.org/form470/FY8_ReviewAll.asp

12/26/2006




A AARA TNV ANV Y AL VY ) Page 3 Ofg

ide A L 40 otis to 100 Mbs each

89 ¥ Internet Access

fDo you have a Request for Proposal (RFP) that specifies the services you are seeking ? If you check
dYES, your RFP must be available to all interested bidders for at least 28 d. y,s If you check YES and §
Byour RFP is not available to all interested bidders, or if you check NO and you have or intend to havef
land RFP ou rlsk denlal of our fundln . | '

"N YES, | have released or intend to release an RFP for these services. lt is lavailable or will become
avallab!e on the Web at or via (check one):
I” the Contact Person in item 6 or &

b %% NO, | have not released and do not intend to release an RFP for these services.
hether you check YES or NO, you must list below the Internet Access Servides you seek. Specify each
service or function (e.g., monthly Internet service) and quantity and/or capacity |(e.g., for 500 users). See
he Eligible Services List at www,sl.universalservice.org for examples of eligible [felecommunications
ervices. Remember that only eligible telecommunications providers can provide these services under the

umversal service support mechanism. Attach additional lines if needed.

the contact listed in Item 12.

(] & Check this box if you prefer & Check this box if you prefer {&& he«*k this box if you do not
idiscounts on your bill. reimbursement after paying have a preference
: your billin full

Service or cti: T Qunityan ai g
JUp to 100 Mbs .
18,000 studentaccounts /1

10 ¥ Internal Connections Other than Basic Maintenance

kDo you have a Request for Proposal (RFP) that specifies the services you a e seeking ? If you chec

YES, your RFP must be available to ali interested bidders for at least 28 da S. If you check YES and
our RFP is not available to all interested bidders, or if you check NO and yg )u have or intend to hav

and RFP ou nsk denlal of our fundln g reg uests ‘ - [

a YES | have released or mtend to release an RFP for these services. lt isa }ailable or will become

available on the Web at or via (check one):
I”* the Contact Person in Item 6 or 2. the contact listed in ltem 12.

b f*" NO, | have not released and do not intend to release an RFP for these serjices.
hether you check YES or NO, you must list below the Internal Connections Se‘gwces you seek. Specify

each service or function (e.g., a router, hub and cabling) and quantity and/or capacity (e.g., connecting 1
classroom of 30 students). See the Eligible Services List at www.sl, universalservice,.org for examples of

Check this box if you prefer s
idiscounts on your bill.

Service or Function: Quantity and/or Capacity: ‘ o

1 high school

DNCP/DNS for 1 high sche

1 high school
lacement emall server<

11 ¥ Basic Maintenance of Internal Connections

http://www.sl.universalservice.org/form470/FY8_ReviewAll.asp 12/26/2006



H Page 4 of 8

I
i
Do you have a Request for Proposal (RFP) that specifies the services you Llre seeking ? If yo i
] ' ] £ u check K
YES, your RFP must be available to all interested bidders for at least 28 d4 _{/’s. If you gheckyYES and §
Qyour RFP is not available to all interested bidders, or if you check NO and You have or intend to have
and RFP, you rs eni o our funding requests. \

a YES, | have released or intend to release an RFP for these services. It is

: : e
%vanable or will become

I the Contact Person in ltem 6 or

he contact listed in Item 12.

b ¥ NO, | have not released and do not intend to release an RFP for these sefvices.

hether you check YES or NO, you must list below the Basic Maintenance Ser[v}ices you seek. Specify

jeach service or function (e.g.,basic maintenance of routers) and quantity and/oficapacity (e.g., for 10

routers). See the Eligible Services List at www.sl.universalservice.org for examples of eligible
elecommunications services. Remember that only eligible telecommunications providers can provide thes

ervices under the universal service support mechanism. Attach additional lines ifneeded.

Check this box if you prefer Chec Ik this box if you do not
reimbursement after paying lhave a preference.
L T | i

lc % Check this box if you prefer
discounts on your bill.

ervice or Function: it i‘ ]

Basic Maintenance

§12 (Optional) lease nehe prso on your rc o
for answer specific questions from service providers about the services you are segking. This need not be
he contact person listed in ltem 6 nor the Authorized Person who signs this form. |

s R 57
frerry Thompson . |IT Direc

elephone humber

E-mail Address
errythompson@johnstonki2zncus |

13a. | Check this box if there are any restrictions imposed by state or local lawf% or regulations on how
lor when service providers may contact you or on other bidding procedures. Pleasefl:jescribe below any

uch restrictions or procedures, and/or a Web address where they are posted and provide a contact name §
and telephone number. :

5 Check this box if no state and local procurement/competitive bidding requiremenits apply to the
dorocurement of services sought on this Form 470. '

13b. If you have plans to purchase additional services in future years, or expect to: seek new contracts for
existing services, you may summarize below(including the likely timeframes). If youu:re requesting servicesg
oL funding Year o O o O e e e o e O o pation here

Block 3: Technology Resources

™ Basic telephone service only: If your application is for basic telephone service and voice mail only, check this B
box and skip to Iterm 16. Basic telephone service is defined as wireline or wireless single| line voice service (local, @
cellular/PCS, and/or long distance) and mandatory fees associated with such service (e.gl) federal and state taxes |
and universal service fees). é

http://www.sl.universalservice.org/form470/FY8_ReviewAll.asp 12/26/2006
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f e mna v AN Yy

{
|
q

|
15. Although the following services and facilities are ineligible for support, they are uspt ally necessary to make
effective use of the eligible services requested in this application. Unless you indicated in Item 14 that your

application is ONLY for basic telephone service, you must check at least one box i 5) through (e). You may

rovide details for purchases being sought.

a. Desktop software: Software required has been purchased; and/or

|
is being %J?x
|

b. Electrical systems: - adequate electrical capacity is in place or has already been arr;
upgrading for additional electrical capacity is being sought. 1

. . g 4 |
¢. Computers: a sufficient quantity of computers F.  has been purchased; and/or %s being sought.

d. Computer hardware maintenance: adequate arrangements have been made; and%or T are being sought.

e. Staff development: ¥ all staff have had an appropriate level of training /additional |training has already been
scheduled; and/or T training is being sought.

f. Additional details: Use this space to provide additional details to help providers to id [ify the services you desire.

Block 4: Recipients of Service

816. Eligible Entities That Will Receive Services:

Check the ONE choice (Item 16a, 16b or 16¢) that best describes this application and the eligible entities that will
receive the services described in this application. You will then list in Item 17 the entity/entities that will pay the bills

for these services.

2.1 Individual school or single-site library.

b.{" Statewide application for (enter 2-letter state code) representing (check all th
™ All public schools/districts in the state:
™ All non-public schools in the state:
™ All libraries in the state:

If your statewide application includes INELIGIBLE entities, check here. If check L;l, complete Item 18.

¢. £2:School district, library system, or consortium application to serve multiple eligible entities:

Number of eligible sites | 40

For these eligible sites, please provide the following

Prefixes associated with each ae'-ea code
(first 3 digits of phone nurra er)
separate with commas, leave n“ spaces

Jlj
919 |284,359,365,550, 553,894, 934, 9B6, 963, 965 |

fil

Area Codes
(list each unique area code)

http://www.sl.umiversalservice.org/form470/FY8_ReviewAll.asp
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£117. Billed Entities
17. Billed Entities: List the entity/entities that will be paying the bills directly to the pros
requested in this application. These are known as Billed Entities. At least one line of this

¥ Billed Entity cited on your Form 471 is not listed below, funding may be denied for the
with this Form 470.

Page 6 of 8

ider for the services
item must be completed. If a |g

nding requests associated

H

l Entity Number

|

[ JOHNSTON COUNTY SCHOOL DIST U

]

126867

18. Ineligible Participating Entities k
List the names of any entity/entities here for whom services are requested that are not elig

yible for the Universal

Service Program.

Ar ,. R

'[ [ Ineligible Participating Entity J

Block 5: Certification and Signature ’

119. ¥ 1 certify that the applicant includes:(Check one or both.) x
.. & schools under the statutory definitions of elementary and secondary schools found i

Act of 2001, 20 U.S.C.Secs.7081(18) and (38), that do not operate as for-profit businesses
endowments exceeding $50 million; and/or

b. &7 libraries or library consortia eligible for assistance from a State library administrati
Services and Technology Act of 1996 that do not operate as for-profit businesses and whosg

separate from any school (including, but not limited to elementary and secondary schools, blleges and universities).

1 0.%% 1 certify that all of the individual schools, libraries, and library consortia recei
application are covered by technology plans that are written, that cover all 12 months
hat have been or will be approved by a state or other authorized body, an SLD-certifi

approver, prior to the commencement of service. The plans were written at the followi
Y. ¥ individual technology plans for using the services requested in the application, and/
. ¥ higher-level technology plans for using the services requested in the application, or

c. 77 no technology plan needed; application requests basic local, cellular, PCS, and/or loj

service and/or voice mail only

21. ¥ I certify that I will post my Form 470 and (if applicable) make my RFP gvailable.for .
considering all bids received and selecting a service provider. I certify that all bids submitted will be carefully

~onsidered and the bid selected will be for the most cost-effective service or equipment offering, with price being the
jychnology plan goals. I

primary factor, and will be the most cost-effective means of meeting educational needs and
certify that I will retain required documents for a period of at least ﬁve. years a_fter the last d
certify that I will retain all documents necessary to demonstrate compliance with the status

regarding the application for, receipt of, and delivery of services receiving schools and librax

acknowledge that I may be audited pursuant to participation in the schools and libraries pro

"r 2. ¥ [ certify that the services the applicant purchases at discounts provided by 47 U.S.C.

of the funding year, and
ed technology plan

the No Child Left Behind
and do not have

e agency under the Library §
budgets are completely

ing services under this

ng level(s):
T

rg distance telephone

at least 28 days before

v of service delivered. I
nd Commission rules

es discounts. I

|
Az

Bec. 254 will be used solely

for educational purposes and will not be sold, resold, or transferred in consideration for mongy or any other thing of

Bvalue, except as permitted by the Commission's rules at 47 C.F.R. Sec. 54.500(k). Additiona
or entities listed on this application have not received anything of value or a promise of anyt
services and equipment sought by means of this form, from the service provider, or any repre
or any consultant in connection with this request for services.

123. ¥ ] acknowledge that support under this support mechanism is conditional upon the sc}lx ol(s) and/or library(ies) I
represent securing access, separately or through this program, to all of the resources, including computers, training,

Ib/, I certify that the entity
ing of value, other than the §
esentative or agent thereof

12/26/2006
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l

softwalje, internal connections, maintenance, and electrical capacity necessary to use theiservices purchased effectively
grecognize that some of the aforementioned resources are not eligible for support. '

‘ _4. M o1 ce;ﬁify that I am authorized to order telecommunications and other supported services for the eligible entity
(ies). I certify thgt Tam _authorized to submit this request on behalf of the eligible entity(ies) listed on this application

at I have examined this request, and to the best of my knowledge, information, and beligf, all statements of fact 7
contained herein are true.

25. % certify that I have reviewed all applicable state and local procurement/competitive|bidding requirements and
that I have complied with them. I acknowledge that persons willfully making false statempnts on this form can be
gounished by fine or forfeiture, under the Commissions Act, 47 U.S.C. Secs. 502, 503(b), or{fine or imprisonment under
itle 18 of the United States Code, 18 U.S.C. Sec. 1001.

6. 7 | acknowledge that FCC rules provide that persons who have been convicted of criminal violations or held civill
Rliable for certain acts arising from their participation in the schools and libraries support rrlechanism are subject to
suspension and debarment from the program.

27. Signature of authorized person: #
128. Date (mm/dd/yyyy): 12/26/2006

29. Printed name of authorized person: Terry Thompson

130. Title or position of authorized person: IT Director

1a. Address of authorized person: 230 North Equity Drive
City: Smithfield State: NC Zip: 27577

1b. Telephone number of authornzed person: (919) 934 - 4361
1c. Fax number of authorized person: (919) 9344752
1d. E-mail address number of authorized person: terrythompson@johnston.ki2.nc.us

1le. Name of authorized person's employer: Jonston County School District

the competitive bidding
the SLD web site at |
03-8100.

Service provider involvement with preparation or certification of 2 Form 470 can ix'
' process and result in the denial of funding requests. For more information, refer 10
www.sl.universalservice.org or call the Cen Service Bureau at 1-888

ENOTICE: Section 54.504 of the Federal Communications Commission’s rules requires all schools and libraries orderin;
seeking universal service discounts to file this Description of Services Requested and Certification Form (FCC Form 47
Administrator. 47 C.F.R. § 54.504. The collection of information stems from the Commission’s authority under Section 2!
1934, as amended. 47 U.S.C. § 254. The data in the report will be used to ensure that schools and libraries comply with o
ontained in 47 C.F.R. § 54.504. All schools and libraries planning to order services eligible for universal service discoun
Bas part of a consortium.

ervices that are eligible for and

ith the Universal Service :
4 of the Communications Act of
competitive bidding requirement §
must file this form themselves orf

S

-S0G ¢

An agency may not conduct or sponsor, and a person is not required to respond to, a collection of information unless it di
ontrol number.

plays a currently valid OMB

BThe FCC is authorized under the Communications Act of 1934, as amended, to collect the information we request in this form. We will use the information
lyou provide to determine whether approving this application is in the public interest. If we believe there may be a violatigplor 2 potential violation of any
applicable statute, regulation, rule or order, your application may be referred to the Federal, state, or local agency responsible for investigating, prosecuting,
enforcing, or implementing the statute, rule, regulation or order. In certain cases, the information in your application may|b¢ disclosed to the Department of
Piustice or a court or adjudicative body when (a) the FCC; or (b) any employee of the FCC; or (c) the United States Goverhiment is a party of a proceeding

http://www sl.universalservice.org/form470/FY8 ReviewAll.asp 12/26/2006
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Bbefore the body or has an interest in the proceeding. In addition, information provided in or submitted with this for

: : ‘ e n,n OF In response to subsequent inquiries
ay also be subject to disclosure consistent with the Communications Act of 1934, FCC regulations, the Freedom df [nformation Act, 5 U.S.C. § 552, 0r
gother applicable law. ‘ '

If you owe a past due debt to the federal government, the information you provide may also be disclosed to the Department of the Treasury Financial
Management Service, other Federal agencies and/or your employer to offset your salary, IRS tax refund or other payments to collect that debt. The FCC may
also provide the information to these agencies through the matching of computer records when authorized. L

mi

[f you do not provide the information we request on the form, the FCC may delay processing of your application or
action.

y return your application without
he foregoing Notice is required by the Paperwork Reduction Act of 1995, Pub. L. No. 104-13, 44 U.S.C. § 3501, et seq.
Public reporting burden for this collection of information is estimated to average 4 hours per response, including the time for reviewing instructions.
searching existing data sources, gathering and maintaining the data needed, completing, and reviewing the collection of

i : . : information. Send comments
egarding this burden‘estimate or any other aspect of this collection of information, including suggestions for reducing|the reporting burden 1o the Federal
fCommunications Commission, Performance Evaluation and Records Management, Washington, DC 20554.

2Please submit this form to:

SLD-Form 470

P.O. Box 7026
Lawrence, Kansas 66044-7026

1-888-203-8100

[For express delivery services or U.S. Postal Service, Return Receipt Requested, mail this ffi
SLD Forms
ATTN: SLD Form 470
3833 Greenway Drive
Lawrence, Kansas 66046
1-888-203-8100

FCC Form 470
November 2004/

http://www.sl.universalservice.org/form470/FY8_ReviewAll.asp 12/26/2006
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Page 1 of 3

Entity Number: 126867
Contact Person: John Hughes Phone Number: (919)968-4332

Applicant's Form Identifier: John

f

FCC Form

Do ot wrxite in this area

Schooils and Libraries Universal Serv

470

and Certification Form

Form 470 Application Number: 161690000612458

19. ™ | certify that the applicant includes: (Check one or both)
a.¥ schools under the statutory definitions of elementary and secondary schog
Left Behind Act of 2001, 20 U.S.C Secs. 7801(18) and (38}, that do not operate
businesses, and do not have endowments exceeding $50 million; and/or
b. T libraries or library consortia eligible for assistance from a State library adm
the Library Services and Technology Act of 1996 that do not operate as for-profit
budgets are completely separate from any school (including, but not limited to el
schools, colleges and universities).

on 2007 P1& BM

Approval by OMB
3060-0806

ce
Program Description of Services Requested

Is found in the No Child

as for-profit

inistrative agency under
businesses and whose
mentary and secondary

20. ™ | certify that all of the individual schools, libraries, and library cons Ltia receiving services

under this application are covered by technology plans that are written, tha

cover all 12 months

of the funding year, and that have been or will be approved by a state or other authorized body,

an SLD-certified technology plan approver, prior to the commencement of
were written at the following level(s):

a.T” individual technology plans for using the services requested in the applicat
b. ¥ higher-level technology plans for using the services requested in the applic
c.T no technology plan needed; application requests basic local, cellular, PCS
telephone service and/or voice mail only.

21. ¥ | certify that | will post my Form 470 and (if applicable) make my RFP ava

rvice. The plans
n; and/or

tion; or
and/or long distance

ble for at least 28

days before considering all bids received and selecting a service provider. | certify|that all bids submitted

will be carefully considered and the bid selected will be for the most cost-effective

ervice or equipment

offering, with price being the primary factor, and will be the most cost-effective means of meeting

educational needs and technology plan goals. | certify that i will retain required do
atleast five years after the last day of service delivered. | certify that | will retain al
to demonstrate compliance with the statute and Commission rules regarding the g
of, and delivery of services receiving schools, and libraries discounts. | acknowled
audited pursuant to participation in the schools and libraries program.

22.¥ | certify that the services the applicant purchases at discounts provided by
be used solely for educational purposes and will not be sold, resold or transferred
money or any other thing of value, except as permitted by the Commission's rules

uments for a period of
ocuments necessary
plication for, receipt

e that | may be

.S.C. Sec. 254 will
n consideration for

at 47 C.F.R. Sec.

p 12/26/2006
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54.509(k). Additionatly, | ce(tify that the entity or entities listed on this application|have not received
a?%/;hlr}g of vfalue t%r a promise of anything of value, other than services and e(gLipment sought by means
of this form, from the service provider, or any representative or agent thereof orlz i
connection with this request for services. ? Y consuftantin

¢
o "

23.% | acknowledge that support under this support mechanism is condition upon the school(s)
and/or Iibrary(ies) I represent securing access, separately or through this prog Am, to all of the
resources, including computers, training, software, internal connections, maintenance, and electrical
capacity necessary to use the service purchased effectively. | recognize that some of the aforementioned
resources are not eligible for support.

24. ¥ | certify that | am authorized to order telecommunications and other supplorted services for the
eligible entity(ies). | certify that | am authorized to submit this request on behalf‘o‘the eligible entity(ies)
listed on this application, that | have examined this request, and to the best of knowledge
information, and belief, all statements of fact contained herein are true. W ’

25.W 1 certify that | have reviewed all applicable state and local procurement/competitive bidding
requirements and that | have complied with them. | acknowledge that persons r;E fully making false
statements on this form can be punished by the fine or forfeiture, under the Communications Act, 47
U.S.C. Secs. 502, 503(b), or fine or imprisonment under Title 18 of the United S\}etes Code, 18 Us.C.

Sec. 1001.

26. ¥ | acknowledge that FCC rules provide that persons who have been convicted of criminal
violations or held civilly liable for certain acts arising from their participation in thelischools and libraries
support mechanism are subject to suspension and debarment from the program!.

27. Cert D = 86491 28 Date  12/26/2006

29. Printed name of authorized person Terry Thompson
30. Title or position of authorized person IT Director \

31a. Street Address, P.O Box or Route Number 230 North Equity Drive
Smithfield, NC 27577

31b. Telephone number of authorized person:  (919) 934-4361

31c. Fax number of authorized person: (919) 934-4752

31d. E-mail of authorized person: terrythompson@johnston.k12.nc.us
31e. Name of authorized person's employer:  Jonston County School District

IATTENTION: If you are signing Form 470 using the PIN assigned to you by SLD, you are
reminded that using the PIN is equivalent to your handwritten signature on the form. Your use of
he PIN to affirm these certifications means that should they prove untrue, )}ou will be held to the

same enforcement standards as those who affirm the certifications on papef. Also, by using the
PIN, you are affirming that you have the authority to make these certifications and represent the

entity featured in Block One of this funding request.

Please Check to affirm your compliance ¥

Form 470 Application Number:
JOHNSTON COUNTY SCHOOL DIST
2320US 70 E
SMITHFIELD, NC 27577-

———
po—

http//www slforms.universalservice.org/ConnectPIN/470/FY8_470certNET.asp 12/26/2006
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Service provider involvement with preparation or certification
can taint the competitive bidding process and result in the denial of f
For more information, refer to the SLLD web site 1{
www.sl.universalservice.org or call the SLD Client Service Bureatfm
NOTICE: Section 54.504 of the Federal Communications Commission’s rules requires all schools and fi

eligible for and seeking universal service discounts to file this Description of Services Requested and C

fa Form 470
unding requests.

1-888-203-8100.

Pga?ies ordering services that are

ﬁgiﬁcaﬁon Form (FCC Form 470)
Commission’s authority under
e used to ensure that schools

with the Universal Service Administrator. 47 C.F.R. § 54.504. The collection of information stems from t
Section 254 of the Communications Act of 1934, as amended. 47 U.S.C. § 254. The data in the report wil|
and libraries comply with the competitive bidding requirement contained in 47 C.F.R. § 54.504. All schodls
services eligible for universal service discounts must file this form themselves or as part of a consortium

=3

An agency may not conduct or sponsor, and a person is not required to respond to, a collection of infor
valid OMB control number.

The FCC is authorized under the Communications Act of 1934, as amended, to collect the information w
the information you provide to determine whether approving this application is in the public interest. If we
or a potential violation of any applicable statute, regulation, rule or order, your application may be referre
agency responsible for investigating, prosecuting, enforcing, or implementing the statute, rule, regulation
information in your application may be disclosed to the Department o
employee of the FCC; or {c) the United States Government is a party of a proceeding before the bpdy orh
In addition, information provided in or submitted with this form or in response to subsequent inquiries ma))
consistent with the Communications Act of 1934, FCC regulations, the Freedom of Information Act, 5 U.S I

r
€
t

If you owe a past due debt to the federal government, the information you provide may also be disclosed t
Financial Management Service, other Federal agencies and/or your employer to offset your salary, IRS ta
collect that debt. The FCC may also provide the information to these agencies through the matching of co

If you do not provide the information we request on the form, the FCC may delay processing of your applic
application without action.

The foregoing Notice is required by the Paperwork Reduction Act of 1995, Pub. L. No. 104-13,44U.S.C. §

Public reporting burden for this collection of information is estimated to average 4 hours per response, incit

T
f Justice or a court or adjudicative béBL

i

and libraries planning to order
on unless it displays a currently

equest in this form. We will use

lieve there may be a violation

o the Federal, state, or local

order. In certain cases, the
when (a) the FCC; or (b) any
an interest in the proceeding.
Iso be subject to disclosure

. § 552, or other applicable law.

the Department of the Treasury
refund or other payments to
puter records when authorized.

Lion or may return your

8501, et seq.

ding the time for reviewing

instructions, searching existing data sources, gathering and maintaining the data needed, completing, and

bviewing the collection of

information. Send comments regarding this burden estimate or any other aspect of this collection pf inform
reducing the reporting burden to the Federal Communications Commission, Performance Evaluation and R
Washington, DC 20554.

ion, including suggestions for
cords Management,

http://www.slforms.universalservice.org/ ConnectPIN/47O/FY8_47OoeITNET.asp
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E-Rate Bid Assessment Worksheet

Page 1 1
Funding Year 2007
School District: Johnston County Schools
Project or Service Basic Maintenance
Description
Vendor Scoring (use additional worksheets if necessary)
Vendor Name NWN

Raw |Weighted Raw |Weighted Raw | Weighted Raw |Weighted Raw |Weighted
Selection Criteria Weight* | Score** | Score*** Score Score Score Score Score Score Score Score
Price of Eligible Products/Services 21% 5 1.05 0 0 0 0
Product Certifications 20% 5 1 0 0 0 0
Previous Experience 20% 5 1 0 0 0 0
Project Management Capability 10% 5 0.5 0 0 0 0
References 15% 5 0.75 0 0 0 0
Location 14% 5 0.7 0 0 0 0
Other (describe) 0 0 0 0 0
Overall Ranking T65% ] — — — — -]

Vendor Selected: NWN

Approved By: E.D. Hall
Title: Asst. Super.
Notes:

*

*%

Percentage weights must add up to 100%. Price must be weighted the heaviest.
Evaluated on a scale of 1to 5: 1=worst, 5=best.

*** Weight x Raw Score

Date above must be after the 28 day posting of the 470 and before the signing of the contract (if any) and the submission date of the 471.






