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We determined whether RUS awarded ReConnect Program funding to
eligible projects and accurately used the evaluation criteria to score and rank

applications.

OBJECTIVE

Our objectives were to determine
if: (1) RUS awarded ReConnect
Program funding to eligible
applicants and projects, and

(2) the evaluation criteria

were accurately used to score
and rank applications when
awarding funds.

REVIEWED

We interviewed RUS officials;
reviewed Round 1, Round 2, and
CARES Act applications and
supporting documents; reviewed
the relevant funding opportunity
announcements; evaluated the
ReConnect Program application
system; and reviewed relevant
ReConnect Program guidance.

RECOMMENDS

RUS should: (1) implement a
process to test mapping software
to ensure that the software
programming error found

does not exist in new systems;
and (2) review and confirm

the percentage of households
without access to broadband was
within the eligibility parameters
for approved applications in
ReConnect Program Round 1,
Round 2, and the CARES Act to
ensure that only eligible projects
received ReConnect Program
funding.

WHAT OIG FOUND

The Consolidated Appropriations Act of 2018 (the Act)
established the Rural Utilities Service (RUS) Rural
eConnectivity Pilot Program (ReConnect Program). The
purpose of the ReConnect Program is to encourage the
expansion of broadband services to rural areas that
lack sufficient broadband access by awarding grants
and low-interest loans to eligible broadband service
providers. The Act initially provided the program $600
million for grants, loans, and grant/loan combinations.
Subsequent annual appropriations in 2019 provided an
additional $1.1 billion in ReConnect Program funding.
The Coronavirus Aid, Relief, and Economic Security Act
(CARES Act) provided an additional $100 million for
ReConnect Program grants.

During our review of submitted ReConnect Program
applications, we did not identify any issues with RUS’
scoring of program applications. Furthermore, RUS

did not utilize the scoring and ranking attribute when
awarding program funds as sufficient appropriations to
fund all approved applications were available.

However, we found that RUS’ mapping tool had a
systemic programming error that caused the number

of households without sufficient access to broadband to
be overstated for some applications. Specifically, when
an applicant adjusted or redrew their Proposed Funded
Service Area (PFSA), the programming error allowed
multiple underserved areas to be drawn on top of each
other and allowed the system to count households
without sufficient access to broadband more than once.
As a result, we question two approved applications,
valued at more than $17.8 million, in which the number
of households without sufficient access to broadband in a
PFSA was larger than the total number of households in
the PFSA.

RUS officials agreed with our findings and
recommendations, and we accepted management decision
on all two recommendations.
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SUBJECT: Rural eConnectivity Pilot Program (Reconnect Program)—Award Process

This report presents the results of the subject review. Your written response to the official draft is
included in its entirety at the end of the report. We have incorporated excerpts from your
response, and the Office of Inspector General’s position, into the relevant sections of the report.
Based on your written response, we are accepting management decision for the two audit
recommendations in the report, and no further response to this office is necessary.

In accordance with Departmental Regulation 1720-1, final action needs to be taken within 1 year
of each management decision to prevent being listed in the Department’s annual Agency
Financial Report. Please follow your internal agency procedures in forwarding final action
correspondence to Office of the Chief Financial Officer.

We appreciate the courtesies and cooperation extended to us by members of your staff during our
audit fieldwork and subsequent discussions. This report contains publicly available information
and will be posted in its entirety to our website (https://usdaoig.oversight.gov) in the near future.
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Background and Objectives

Background

The Consolidated Appropriation Act of 2018 (the Act)! established the Rural Utilities

Service (RUS) broadband? loan and grant Rural eConnectivity Pilot Program (hereinafter, the
ReConnect Program).? The purpose of the ReConnect Program is to encourage the expansion of
broadband services to rural areas that lack sufficient* broadband access by awarding grants and
low-interest loans to eligible broadband service providers. The program was designed to provide
broadband service with speeds of at least 25 megabits per second (Mbps) downstream and

3 Mbps upstream to rural areas with insufficient broadband service. In facilitating the expansion
of broadband services and infrastructure, the ReConnect Program was intended to fuel long-term
rural economic development and opportunities in rural America, such as precision agriculture
(see Photo 1 below).

Photo 1: Farmer using internet for precision agriculture while workin.g on the farm. Photo by Lance Cheung
from United States Department of Agriculture (USDA) Flickr. It does not depict any particular audit or
investigation.

! Consolidated Appropriations Act, 2018, Pub. L. 115-141, 132 Stat. 399, § 779 (2018).

2 According to the Federal Communications Commission, “broadband” commonly refers to high-speed internet
access that is always on and faster than the traditional dial-up access. Broadband includes several high-speed
transmission technologies, such as digital subscriber line, cable modem, fiber, wireless, and broadband over power
lines.

3 In February 2021, RUS officially established the ReConnect Program (effective date April 27, 2021). Rural
Utilities Service, 7 C.F.R. § 1740, Rural eConnectivity Program, USDA. Final rule; request for comments. 86 Fed.
Reg. 11,603 (Feb. 26, 2021).

4 The Act defined a “rural area without sufficient access to broadband” as one having less than 10 Mbps downstream
and 1 Mbps upstream.
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The Act initially provided the program with $600 million for grants, loans, and combinations of
grants and loans. Subsequent annual appropriations provided an additional $1.1 billion in
ReConnect Program funding,® and the Coronavirus Aid, Relief, and Economic Security Act
(CARES Act) provided an additional $100 million for ReConnect Program grants.®’

During the pilot stage of the ReConnect Program, RUS announced funding in two separate
Funding Opportunity Announcements (FOA) in the Federal Register: one for Round 1 and one
for Round 2.% In the Round 1 FOA,° the program required 100 percent of households in a service
area to have insufficient broadband service for a project to receive grant funding. In the Round 2
FOA, ! the program eligibility requirement changed so that 90 percent of the households had to
have insufficient broadband service for a project to receive grant funding. During both rounds,
90 percent of all households in a service area had to lack access to sufficient broadband service
for the project to receive a loan or loan/grant combination.

There are various requirements for ReConnect Program funding. Eligible entities include States,
local governments, or any agency, subdivision, instrumentality, or political subdivision thereof; a
territory or possession of the United States; an Indian tribe; non-profit entities; for-profit
corporations; limited liability companies; and cooperative or mutual organizations. Eligible
entities have to provide audited financial statements, as well as proof that the project is
financially and technically feasible and does not cover a previously funded area, among other
requirements. ReConnect Program funds may be used for improvements to and construction for
buildings and land that are required to provide broadband service.!!

RUS published a Public Notice Filing (PNF)!? for every ReConnect Program application it
received. RUS used the PNFs to notify potential competitors in the Proposed Funded Service
Area (PFSA) that RUS had received an application for Government funding. These potential

5 Consolidated Appropriations Act, 2019, Pub. L. 116-6, § 762 (2019) and Further Consolidated Appropriations Act,
2020 Pub. L. 116-94 § 787 (2019).

® CARES Act, Pub. L. 116-136, 134 Stat. 510, 11004 (2020).

7In 2021, the Infrastructure Investment and Jobs Act (IIJA) allocated more than $1.9 billion in funding to the
ReConnect Program. We did not review the allocated ReConnect Program funds from IIJA as the funds were
outside our scope. We make no representation that our finding in this report reflects awards made with IIJA funds.

8 An FOA is a publicly available document in which a Federal agency makes known its intentions to award
discretionary award funds, usually as a result of competition for funds. FOAs may be program announcements,
requests for applications, notices of funding availability, solicitations, or other identifiers depending on the agency
and type of program, and each FOA will outline the program goals and objectives.

® Rural Utilities Service Broadband Pilot Program, Funding Opportunity Announcement (FOA) and solicitation of
applications. 83 Fed. Reg. 64,315 (Dec. 14, 2018).

19 Rural Utilities Service, Department of Agriculture. Funding Opportunity Announcement (FOA) and solicitation of
applications for second round of the ReConnect Program. 84 Fed. Reg. 67,913 (Dec. 12, 2019).

! Program funds can also be used to fund land-based facilities for satellite broadband service.

12 The PNF notifies existing providers of a request for government funding to provide broadband internet service in
a particular area. USDA publishes a PNF for each application received, and the PNFs are published on the
ReConnect Program website for 45 calendar days. Notifications are provided to those who sign up to be alerted of
new PNFs.
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competitors then had the opportunity to respond, in the form of a Public Notice Response
(PNR),'? to inform RUS if sufficient broadband access was already available in the PFSA.

According to RUS officials, in order to expedite the application review process, RUS contracted
with two companies to review ReConnect Program applications. One contractor conducted a
two-level review process to determine whether the proposal had the necessary network
capabilities to provide the required service. The second contractor conducted outreach and
service area validation (SAV) reviews to ensure PFSAs lacked sufficient broadband access. (See
Figure 1: RUS ReConnect Program Review flowchart.)

Level one (L1): The L1 review verified that all correct documents have been uploaded,
and that the application is eligible. An application that successfully passes the L1 review
moves on to the L2 review.

Level two (L2): The L2 review was composed of four different review components:
SAYV technical, environmental, and financial. Upon completion of these component
reviews, a recommendation of approval or rejection was made.

SAV Review: The second contractor conducted SAV reviews. This contractor performed
the SAVs concurrently with the L2 review. The SAV review consisted of two
components: a desk review and field research. A reviewer used the PNRs to complete a
desk review!* to identify any potential competitors in the PESA. After the desk review, a
second reviewer conducted the field research.!® The desk and field reviewers provided a
summary of the application, including any known issues, and made recommendations to
approve or reject the application. Ultimately, a RUS official made the final
approval/rejection decision.

13 The PNR is the existing service providers’ means to respond to a PNF, and/or to provide information on
broadband internet service that is already provided in a particular area. PNR respondents reply with the types of
service provided (e.g., fiber, hybrid, fixed wireless) and the highest level of upload/download speeds offered.

14 The desk review assesses the sufficiency of available broadband service within PFSAs.

15 The field research is performed via in-field observations, interviews, and validation of information obtained
during the desk review.
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RUS ReConnect Program Review

Reconnect Program
Review Process

Responsibility Key:
Blue — Contractor 1
Pink — Contractor 2

Green - RUS

Figure 1: RUS ReConnect Program application review process.
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As part of the L1 review, RUS scored and planned to rank applications for approval, if sufficient
appropriations to fund all approved applications were unavailable, based on nine criteria.'® Five
of the criteria were automatically determined by the Geographic Information System’s layers in
the RUS mapping tool.!” The other four criteria were reviewed during the application review
process. Each application was eligible for a maximum value of 150 points.

RUS ReConnect Program Round 1, Round 2, and CARES Act Applications
Scoring Criteria

Serving the least dense rural
areas as measured by the

population of the PFSA per

square mile, or if the PFSA
was located at least 100 miles
from a city or town that had a

For applications that proposed
to provide service in at least
part of an area identified as an
Opportunity Zone.

For every school served,
1 point was awarded up to
amaximum of 15 points.

population of greater than
30,000 inhabitants.

For every essential
community facility
served, 1 point was
awarded up to a
maximum of 15 points.

Opportunity Zones**

Rurality Educational facilities**

Critical
community
o, facilities™*

For projects in a State or Tribal
area that has a broadband plan that
has been updated within 5 vears of |State or Tribal

the date of publication of the broadband
FOAs, 10 points will be awarded. activity

An additional 5 points will be

awarded for projects located in

States that do not restrict utilities
from delivering broadband service,

and 5 more points for projects

located in States that expedite
right-of-way and environmental
requirements.

15pts

Applicants received 1 point
for each business that pre-
subscribed. using the
presubscription form. for
broadband service up to a
maximum of 15 points.

Businesses

Performance of
offered service

Healthcare
Centers™**

For every healthcare

For projects that propost-ec! to build a center served, 1 point
network capable of providing at least
100 Mbps symmetrical service to all

premises.

Farms served™,**

was awarded up to a

maximum of 15 point.

1 point for every 10 farms served up to a
maximum of 20 points.

*For Round 1, applicants received 1 point for each farm that pre-
subscribed for broadband service up to a maximum of 20 points.

**Configured using RUS Mapping Tool

Figure 2: RUS ReConnect Program Application Scoring Criteria

Objectives

Our objectives were to determine if: (1) RUS awarded ReConnect Program funding to eligible
applicants and projects, and (2) the evaluation criteria were accurately used to score and rank
applications when awarding funds.

During our review of submitted ReConnect Program applications, we did not identify any issues
with RUS’ scoring of program applications. Furthermore, RUS did not use the scoring and
ranking attribute when awarding program funds as sufficient appropriations to fund all approved
applications were available.

16 According to RUS officials, RUS was able to fund all approved projects without having to use the scores.
17 Applicants were required to use the mapping tool when completing their application.
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Finding 1: RUS Needs to Improve Its Controls that Determine Eligibility
Related to Sufficient Broadband Access

Mapping software'® required to be used by all 307 applicants in our universe had a systemic
programming error that allowed multiple underserved service areas to be drawn on top of each
other, thereby counting households without sufficient broadband access multiple times. Although
RUS was aware of this systemic error within the eligibility mapping tool, applicants were
required to use the tool to complete applications. As a result, we question two approved
applications, valued at more than $17.8 million, in which the number of households without
sufficient access to broadband in a PFSA was larger than the total number of households in the
PFSA. Due to the uncertainty in the number of households without access to sufficient
broadband, we do not have the evidence to support whether these applications were ineligible;
however, we are questioning whether sufficient access to broadband may have existed at the time
of the application.

RUS used the FOAs as the guiding criteria for the pilot stage of the ReConnect Program. The
FOAs for ReConnect Program Round 1, Round 2, and the CARES Act required that PFSAs had
at least 90 percent of all households without sufficient access to broadband to be eligible. '
Additionally, agency guidance requires RUS to conduct SAVs to determine whether the PFSAs
requested by applicants met the eligibility requirements described in the FOA and to validate
existing service, regardless of the availability of data and underlying characteristics for each
service area in all applications.?

We reviewed the ReConnect Program application review guide and determined both the L1 and
L2 review processes included a final supervisory review step that identified issues missed by the
initial reviewers. RUS initiated a fully automated application process that allowed for the
submission of applications in an electronic format. As part of RUS’ review process, RUS, or the
appropriate contractors, evaluated the environmental, financial, and technical feasibility of the
proposed project. We did not identify any applications that RUS incorrectly rejected or any areas
of concern with the supervisory review process, or evaluation of the environmental, financial,
and technical feasibility of the projects in our sample.

18 As per statute, the FOAs require the applicant to use the RUS mapping tool to draw the PFSA. Rural Utilities
Service Broadband Pilot Program, Funding Opportunity Announcement (FOA) and solicitation of applications.

83 Fed. Reg. 64,315 (Dec. 14, 2018), Rural Utilities Service, United States Department of Agriculture. Funding
Opportunity Announcement (FOA) and solicitation of applications for second round of the ReConnect Program.

84 Fed. Reg. 67,913 (Dec. 12, 2019). Rural Utilities Service Broadband Pilot (ReConnect) Program, United States
Department of Agriculture, Notification. 85 Fed. Reg. 20,240 (Apr. 10, 2020).

1 Rural Utilities Service Broadband Pilot Program, Funding Opportunity Announcement (FOA) and solicitation of
applications. 83 Fed. Reg. 64,315 (Dec. 14, 2018), Rural Utilities Service, United States Department of Agriculture.
Funding Opportunity Announcement (FOA) and solicitation of applications for second round of the ReConnect
Program. 84 Fed. Reg. 67,913 (Dec. 12, 2019), Rural Utilities Service Broadband Pilot (ReConnect) Program,
United States Department of Agriculture. Notification. 85 Fed. Reg. 20,240 (Apr. 10, 2020).

20 ReConnect Program Review Guide for Fiscal Year 2019 and ReConnect Program Review Guide for Fiscal

Year 2020. USDA ReConnect Program, Service Area Validation Execution Guide August 2019, USDA ReConnect
Program, fiscal year 2020 Funding Opportunity Announcement (FOA) Service Area Validation Execution Guide.
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Mapping Error

In our review of 29 of 307 applications submitted, we found an anomaly in the submitted
applications that made us question the number of households in the PFSA without sufficient
access to broadband. Specifically, we found five?! applications in which the number of
households without sufficient access to broadband in a PFSA was larger than the total number of
households in that PFSA. Two of these applications were approved by RUS for more than

$17.8 million in Round 2 and CARES Act funds combined. RUS officials stated this anomaly
was caused by an error in the mapping software, which applicants were required to use in the
application process. Specifically, when an applicant adjusted or redrew their PFSA, this error
allowed multiple underserved service areas to be drawn on top of each other.

RUS became aware of the error in the mapping software in July 2019. While RUS made multiple
attempts to correct this initial issue, RUS was unable to identify a solution until December 2021
(see Figure 3). This solution prevented an applicant from saving PFSAs with more than

100 percent of households with insufficient access to broadband internet service.

RUS ReConnect Program Timeline

July 8, Apr. 15,
2019 Nov. 24, 2020
Applicant 2019 Feb. 28, FOA 2 and
notifies First 2020 Cares Act
Dec. 14, RUS attempt Additonal FOA
2018 about a made to fix mapping application
FOA 1 mapping software software windows
published software error error noted close
error
May 31, Aug. 2019- Dec. 12, Apr. 10, Dec. 9,
2019 Sept. 2019 2019 2020 2021
FOA1 RUS officials FOA 2 CARES Act After
application notice Published FOA multiple
window additional attempts,
mapping the software
software was fixed
errors and ready to

deploy
Figure 3: RUS ReConnect Program Timeline of Events

We asked RUS if it had analyzed the potential effect of the software error on applications with
PFSAs containing between 90 and 100 percent of eligible households without sufficient access to
broadband internet service. A RUS official stated that the agency conducted no additional
analysis on applications that had PFSAs in which between 90 and 100 percent of households
lacked sufficient broadband access. During our audit, RUS officials stated they were unable to

2 RUS designated two of these five applications for potential use of CARES Act funds. At the time of our audit
fieldwork, neither RUS nor the Office of Inspector General (OIG) could determine if the applications’ PFSAs did
not have sufficient access to broadband. The remaining three applications were not approved for reasons other than
the PFSAs’ not having sufficient access to broadband.
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obtain the historical data needed to verify eligibility; therefore, we are recommending that RUS
conduct an analysis of the applicants to confirm eligibility.

Additionally, we evaluated 18 SAV reports for approved applications within our sample and
concluded that the SAV field reviewer used the mapping tool (specifically, the households count
from the application) as the basis for determining the sufficiency of broadband access. For 9 out
of the 18 approved applications, the SAV field reviewer made no reference as to whether these
household counts were accurate for most of the PFSAs.?? Therefore, the SAV process also relied
on potentially inaccurate household counts.

Overall, we determined RUS needs to ensure adequate controls, including software testing,
are implemented throughout the approval process so that all projects meet the broadband
sufficiency requirement for households in the PFSA.?* We question two approved
applications, valued at more than $17.8 million, in which the number of households without
sufficient access to broadband service in a PFSA was larger than the total number of
households in the PFSA. Due to the uncertainty in the number of households without access
to sufficient broadband, we do not have the evidence to support these applications as
ineligible. However, we are questioning whether sufficient access to broadband may have
existed at the time of application. To ensure future funding is only awarded to eligible
applicants, RUS needs to implement a process to test any new or updated software used in the
ReConnect Program. While we are not recommending recovery of these funds, RUS needs to
review and confirm that the percentage of households without access to broadband was
within the eligibility parameters for approved applications in ReConnect Program Round 1,
Round 2, and the CARES Act.

As of April 2022, RUS had already taken action to address the software error and provided us a
walkthrough of the updated mapping software used for ReConnect Program Round 3 and IIJA
funds. We did not identify any potential issues during the walkthrough process, but we did not
conduct any further testing.

Recommendation 1

Implement a process to test any new or updated mapping software to ensure that a mapping
software programming error does not exist in new systems.

Agency Response

In its July 10, 2023, response, RUS stated it agreed with this recommendation and will
review the testing process for new information technology development and implement
specific test scripts that will be run whenever a mapping software change occurs. The agency
has already taken steps to address this item and will work to expedite the close-out of this

22 For eight of the applications, the reviewer used the reported household count. For one application, the reviewer
used the reported household count for 25 of the 80 PFSAs and made no reference as to how the household count was
determined for an additional 29 of the 80 PFSAs.

23 The program was designed to provide broadband service with speeds of at least 25 Mbps downstream and 3 Mbps
upstream to rural areas that did not have broadband services of at least 10 Mbps downstream and 1 Mbps upstream.
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recommendation. RUS provided an estimated completion date of September 30, 2023, for
this action.

OIG Position
We accept management decision for this recommendation.
Recommendation 2

Review and confirm that the percentage of households without access to broadband was within
the eligibility parameters for approved applications in ReConnect Program Round 1, Round 2,
and the CARES Act, to ensure that only eligible projects received ReConnect Program funding.

Agency Response

In its July 10, 2023, response, RUS stated it agreed with this recommendation and will
complete an analysis of the percentage of households without access to broadband to
demonstrate that eligibility parameters were satisfied for all approved projects. The agency
has already taken steps to address this item and will work to expedite the close-out of this
recommendation. RUS provided an estimated completion date of September 30, 2023, for
this action.

OIG Position

We accept management decision for this recommendation.
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Scope and Methodology

We conducted our fieldwork remotely from March 2021 through December 2022. The scope of our
audit was Rural eConnectivity (ReConnect Program) applications submitted for fiscal year 2018
to December 31, 2020.

Our universe consisted of 165 approved Round 1 and Round 2 applications and 142 rejected
Round 1 and Round 2 applications, for a total of 307 applications. RUS designated the use of
CARES Act funding for 11 Round 2 applications.?* We reviewed 29 applications, composed of
the 11 CARES Act—funded applications, and another 18 statistically selected applications
processed under the Round 1 and Round 2 ReConnect Program FOAs. Due to the programming
error identified during our application reviews, we did not use a statistical projection.

To accomplish our objectives, we performed the following actions:

¢ Interviewed ReConnect Program officials to obtain information regarding the application
review and approval process;

e Reviewed Round 1, Round 2, and CARES Act applications to determine if eligibility
requirements were met;

e Reviewed applications’ supporting documents;

e Reviewed documentation to ensure the applicants had an active registration in the System
for Awards Management at the time of their ReConnect Program application submission;

e Reviewed the FOAs associated with Round 1, Round 2, and CARES Act ReConnect
Program funding to determine the eligibility requirements;’

e Evaluated the ReConnect Program application system;

e Reviewed SAV ReConnect Program reports to confirm validation of existing service
within PFSAs; and

e Reviewed RUS ReConnect Program guidance (there were no regulations available as this
was a pilot program).

During the course of our audit, we gained an understanding of the existence, usage, and impact
of the information system used by RUS. We interviewed an agency official regarding the
information system. We assessed the reliability of information system data by comparing the
statistical sample of Round 1, Round 2, and CARES Act ReConnect Program supporting
documentation against data in the information system to ensure the data we relied on were
complete and accurate. In addition, we consulted RUS officials and reviewed documentation
supporting the applications we took exception to in order to confirm the accuracy of our data.

24 This universe is as of March 25, 2021.

25 Rural Utilities Service Broadband Pilot Program, Funding Opportunity Announcement (FOA) and solicitation of
applications. 83 Fed. Reg. 64,315 (Dec. 14, 2018); Rural Utilities Service, Department of Agriculture. Funding
Opportunity Announcement (FOA) and solicitation of applications for second round of the ReConnect Program.

84 Fed. Reg. 67,913 (Dec. 12, 2019); and Rural Utilities Service Broadband Pilot (ReConnect) Program, USDA.
Notification. 85 Fed. Reg. 20,240 (Apr. 10, 2020).
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We assessed internal controls significant to the audit objectives. In particular, we assessed:

Component
Control Activities

Control Environment

Risk Assessment
Risk Assessment
Monitoring
Control Activities
Information and

Communication
Monitoring

Principle

Management should design the entity’s information system and
related control activities to achieve objectives and respond to
risks

Management should establish an organizational structure,
assign responsibility, and delegate authority to achieve the
entity’s objectives

Management should identify, analyze, and respond to risks
related to achieving the defined objectives

Management should consider the potential for fraud when
identifying, analyzing, and responding to risks

Management should establish and operate monitoring activities
to monitor the internal control system and evaluate the results
Management should design control activities to achieve
objectives and respond to risks

Management should use quality information to achieve the
entity’s objectives

Management should remediate identified internal control
deficiencies on a timely basis

Because our review was limited to these internal control components and underlying principles,

it may not have disclosed all internal control deficiencies that may have existed at the time of

this audit.

We conducted this audit in accordance with Generally Accepted Government Auditing
Standards. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

AUDIT REPORT 09601-0001-23
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Abbreviations

CARES AcCt..uuueeiiiieeiiiiiinnnnnn, Coronavirus Aid, Relief, and Economic Security Act
CFR. .o, Code of Federal Regulations

FOA. ..o Funding Opportunity Announcement
A e, Infrastructure Investment and Jobs Act
MDBPS oo megabits per second

OIG oo, Office of Inspector General

PFSA ..o, Proposed Funded Service Area

PNF .o, Public Notice Filing

PNR. ..ot Public Notice Response

RUS ... Rural Utilities Service

SAV .o Service Area Validation

USDA....coie e, United States Department of Agriculture
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Exhibit A: Summary of Monetary Results

Exhibit A summarizes the monetary results for our audit report by finding and recommendation

number.

Finding Recommendation Description  Amount Category

1

Total

2

RUS needs  $17,827,302 Questioned
to review Costs, No
applications Recovery
to ensure all

projects

meet the

broadband

sufficiency

requirement.

$17,827,302

AUDIT REPORT 09601-0001-23
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Exhibit B: Sampling Methodology and Projections

Objective

The objectives of this audit are to determine if: (1) Rural Utilities Service (RUS) awarded Rural
E-Connectivity Pilot Program (ReConnect Program) funding to eligible applicants and projects,
and (2) the evaluation criteria were accurately used to score and rank applications when
awarding funds.

Audit Universe

The audit universe comprises the 307 ReConnect Program applications for grants and/or loans
received as of December 31, 2020. There were two “rounds,” and RUS designated 11 of those in
the second round as the CARES Act applications, as shown in the following table:

ReConnect Round 1 Round 2
Program Total
Applications | non-CARES | non-CARES | CARES
Approved 77 79 9 165
Rejected 61 79 2 142
Total 138 158 11 307

Sample Design

For each application selected to be in the sample, we determined if RUS’s approval or rejection
was in accordance with published FOAs. This sample was used to estimate the count and
proportion of exceptions in the universe of 307 applications.

The universe of 307 applications contained:

e 11 CARES Act applications, and
e 296 non-CARES Act applications.

We reviewed all 11 CARES Act applications, which will comprise a “certainty stratum.”
From 296 non-CARES Act applications, we randomly selected, without replacement, 56 based
on:

e A universe size of 307 = 296 subject to sampling + 11 in “certainty stratum.”

e The intention to report 90-percent, two-tailed confidence intervals (Cls) no wider than
20 percent of the universe size.

e An assumed exception rate of 50 percent in the non-CARES Act stratum, since the closer to
50 percent the wider the CI for a given sample size (or alternatively, the larger the sample
needed to achieve a given precision). We assumed this rate of 50 percent since there was no
pilot data suggesting otherwise.
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Results

After completing the review of 29 applications in the sample, the audit team discovered a
systemic programming error within the eligibility mapping tool which caused incorrect counts of
households without sufficient access to broadband. Five of the applications reviewed included
the number of households without sufficient access to broadband in a PFSA which was larger
than the total number of households in the PFSA. Two of these five applications were approved
by RUS, causing us to question more than $17.8 million approved for these two applications.
This error cast uncertainty on other applications in our audit universe and sample. As a result,
OIG decided not to continue reviewing the remaining applications in the sample and forego
projecting the results to the audit universe. Instead, the report focuses on the findings identified
from the potential non-compliance and questioned costs resulting from the two approved
applications that were audited.
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Agency’s Response

Rural Utilities Service’s
Response to Audit Report
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Rural Development
Rural Utilities Service

1400 Independence
Ave SW, Room 4121
Stop 1510
Washington, DC
20250

Voice 202.720.9540

USDA

=
United States Department of Agriculture

SUBJECT: OIG Audit Official Draft: Rural E-Connectivity Pilot Program
(Reconnect Program) - Award Process — Audit Number — 09601-0001-23

TO: Janet Sorensen
Assistant Inspector General for Audits
Office of Inspector General

FROM: Andrew Berke
Administrator
Rural Utilities Service

Digitally signed by
AN DREW ANDREW BERKE

Date: 2023.07.10
BERKE 10:11:37 -04'00'

Thank you for the opportunity to comment on OIG’s recent audit of the Rural Utilities
Service’s (RUS) ReConnect Program. RUS appreciates the Inspector General’s input to
ensure that ReConnect meets the statutory and regulatory missions and that RUS has
established controls over the ReConnect Award process.

The Agency is pleased that OIG did not identify any issues with RUS’ scoring of
program applications. The Agency agrees with OIG that an RUS application tool for
mapping had a programming error that caused the number of households without
sufficient access to broadband to be incorrectly shown in the online application system
for certain applications. The Agency further agrees with the findings contained in
Exhibit A of this report which identified 2 projects totaling $17,827,302 with this issue.
Specifically, when an applicant adjusted or redrew their Proposed Funded Service Area
(PFSA) in a manner that was not provided in the application guide, the programming
error allowed multiple underserved areas to be drawn on top of each other and allowed
the system to count households inaccurately, sometimes more, sometimes less.

Finding 1: RUS Needs to Improve Its Eligibility Controls Related to Sufficient
Broadband Access

Recommendation 1
Implement a process to test any new or updated mapping software to ensure that a
mapping software programing error does not exist in new systems.

Corrective Action Plan:

The Agency will review the testing process for new IT development and implement
specific test scripts that will be run whenever a mapping software change occurs.
Estimated completion date — September 30, 2023. The agency has already taken steps to
address this item and will work to expedite the close-out of this recommendation.

USDA is an equal opportunity provider and employer.


https://2023.07.10
https://2023.07.10

Janet Sorensen 2

Recommendation 2

Review and confirm the percentage of households without access to broadband was within the
eligibility parameters for approved applications in ReConnect Program Round I, Round 2, and
the CARES Act, to ensure that only eligible projects received ReConnect Program funding.

Corrective Action Plan: The Agency will complete an analysis of the percentage of households
without access to broadband to demonstrate that eligibility parameters were satisfied for all
approved projects. Estimated completion date of testing the next software upgrade is

September 30, 2023. The agency has already taken steps to address this item and will work to
expedite the close-out of this recommendation.



Learn more about USDA OIG
Visit our website: https://usdaoig.oversight.gov/
Follow us on Twitter: @OIGUSDA

How to Report Suspected Wrongdoing in USDA Programs

Fraud, Waste, and Abuse
File complaint online: https://usdaoig.oversight.gov/hotline

Monday-Friday, 9:00 a.m.- 3:00 p.m. ET
In Washington, DC 202-690-1622
Outside DC 800-424-9121

TDD (Call Collect) 202-690-1202

Bribes or Gratuities
202-720-7257 (24 hours)

2 e L e R AP o
In‘accordance with Federal civil rights law and U.S. Department of Agriculture (USDA)
civilrights regulations and paliciés, the USDA, its Agencies, offices; and employees;
and institutions participating in or administering USDA programs are prohibited from
discriminating based on race, color, national origin, religion, sex, gender identity (in-
cluding gender expression), sexual arientation; disabitity, age, marital status, family/
parental status, income derived froma public

assistance program, political beliefs,-or reprisal or retaliation for prior.civil rights ac-
tivity, in-any program or activity conducted or funded by USDA (not all basesapply to
allprograms). Remedies-and-complaint filing deadlines vary by program or incident:

Persons with disabilities whe fequire alternative means of communication for pro-
gram information(e.g., Braille, large print, audiotape, American Sign

Language, etc:) should contact the responsible Agency.or USDA’s TARGET Center at
(202) 720-2600 (voice and TTY) or contact USDA through the Federal Relay Service
at(800) 877-8339: Additionall'y, program information may be made available in

To file a'progranrdiscrimination complaint, complete the USDA Program Disérimination
Complaint Form, AD-3027, found online:at How to File a:Program Discrimination Complaint
and at any USDA office’or write a letter addressed to.USPAand-provide inthe letter all of
the information requested in‘the'form. To requést a copy of the'complaint form, calt (866)~
632-9992.Subniit your completed form.or letterto USDA by: (1) mail: U.S:Department of
Agriculture, Office of the Assistant Secretary forCivilRights; 1400 Independence Avenue,
SW, Washington, D.C. 20250-9410; (2) fax: (202) 690-7442; or (3) email: program.intake@
usda.gov.

USDA is an equal opportunity provider, employer, and lender:

All photographs on the front and’back-covers are from USDA’s Flickr site and.are in-the
public domain. They.do-not depict any-particular.auditsinspectionsor investigation.



https://usdaoig.oversight.gov/
https://usdaoig.oversight.gov/hotline

	4_09601-0001-23_FR.pdf
	Background and Objectives
	Background
	Objectives
	Finding 1: RUS Needs to Improve Its Controls that Determine Eligibility Related to Sufficient Broadband Access
	Recommendation 1
	Recommendation 2


	Scope and Methodology
	Abbreviations
	Exhibit A: Summary of Monetary Results
	Exhibit B:  Sampling Methodology and Projections

	Blank Page
	Blank Page
	Blank Page

	Text5: Rural eConnectivity Pilot Program (ReConnect Program) - Award Process
	Text6: Audit Report 09601-0001-23
	Text7: July 2023
		2023-07-28T08:43:07-0500
	JANET SORENSEN




