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By the Chief, Telecommunications Access Policy Division, Wireline Competition Bureau:

1. Consistent with precedent,
 we grant a request from Diversified Computer Solutions, Inc., Columbia, South Carolina (Diversified) seeking review of a decision by the Universal Service Administrative Company (USAC) under the E-rate program (more formally known as the schools and libraries universal service support program) for funding year 2001.
  We find that USAC should not have rejected an invoice for the purchase of a new switch on the basis that the service was not requested on Orangeburg’s FCC Form 471.  

2. Background.  Under the E-rate program, eligible schools, libraries, and consortia that include eligible schools and libraries may apply for discounts on eligible services.
  After an applicant for discounted services under the E-rate program has entered into agreements for eligible services with one or more service providers, it must file an FCC Form 471 with USAC.
  The completed FCC Form 471 notifies USAC of the services that have been ordered and supplies an estimate of funds requested for eligible services.
  Item 21 of Block 5 of the FCC Form 471 instructs the applicant to attach “a description of the service, including a breakdown of the components and costs, plus any relevant brand names” for which the applicant is seeking funding.
  After reviewing the completed FCC Form 471, USAC issues a funding commitment decision letter indicating the funding, if any, the applicant is approved to receive.  

3. On January 16, 2001, Orangeburg County School District 3 (Orangeburg) filed its FCC Form 471, requesting $365,671 for a network maintenance services agreement provided on a time and materials basis by Diversified.
  USAC approved Orangeburg’s funding request on January 25, 2002.
  On August 23, 2002, Diversified replaced several 3Com Layer 2 switches with an Avaya Layer 3 network switch, and on September 11, 2002, Diversified submitted an invoice to USAC for the Avaya switch in the discounted amount of $8,735.
  On October 22, 2002, USAC rejected the invoice on the basis that the service was not requested on Orangeburg’s FCC Form 471.
  In its request for review, Diversified argued that the phrase “fix or replace components” in its time and materials contract with Orangeburg authorized the replacement of network switches.
  

4. Discussion:  We grant Diversified’s request for review.  In the Universal Service Order, the Commission concluded “support should be available to fund discounts on basic installation and maintenance services necessary to the operation of the internal connections network.”
  USAC’s eligibility list from funding year 2001 clearly states that “charges incurred for the maintenance … [of] Internal Connections . . . on a time and material basis are eligible for discount.”
  USAC’s 2001 eligibility list also states that the “Service Category used for labor should reflect the same service category of the product, or service being installed or maintained.”
  In accordance with this requirement, the description of the maintenance services included in Orangeburg’s FCC Form 471 included the parenthetical “Network Maintenance” and the funding request was categorized as internal connections.
  Orangeburg also attached its contract with Diversified to the FCC Form 471 which contained the terms of the time and materials agreement, including a clause calling for Diversified to fix or replace components as needed.
  Based on our review of the record, we find that the replacement of the switch, which was eligible under the 2001 program rules,
 was within the scope of the contract and the approved funding request.  Therefore, we grant Diversified’s request.  At this time, there is no evidence of waste, fraud or abuse in the record.

5. We therefore remand the underlying application to USAC for further action consistent with this order.  To ensure that the underlying application is resolved expeditiously, we direct USAC to complete its review and issue an award or a denial based on a complete review and analysis no later than 90 calendar days from the release date of this order.
6. ACCORDINGLY, IT IS ORDERED, pursuant to the authority contained in sections 1-4, and 254 of the Communications Act of 1934, as amended, 47 U.S.C. §§ 151-154 and 254, and sections 0.91, 0.291, 1.3 and 54.722(a) of the Commission’s rules, 47 C.F.R. §§ 0.91, 0.291, 1.3 and 54.722(a), that the request filed by Diversified Computer Solutions, Inc. on December 24, 2002 IS GRANTED and the underlying application IS REMANDED to USAC for further consideration in accordance with the terms of this order. 
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