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Introduction

The E-Rate Central News for the Week is prepared by E-Rate Central.  E-Rate Central specializes in providing consulting, compliance, and form processing services to E-rate applicants.  Additional E-rate information is located on the E‑Rate Central Web site.  To learn more about our services, please contact us by phone (516-801-7804) or through our Contact Us Web form.  

Funding Status

Wave 16 for FY 2011 will be released on Tuesday, October 4th, for $33.1 million.  Cumulative funding for FY 2011 will be $989 million.  Only Priority 1 applications are being funded at this time, but Priority 2 funding at 90% is expected soon.   

Wave 69 for FY 2010 will be released on Wednesday, October 5th, for $3.7 million.  Cumulative funding for FY 2010 will be $2.75 billion.  As of this wave, Priority 2 funding will be provided at all discount levels.

Eligible Services List Update

The FCC’s official version of the FY 2012 Eligible Services List (“ESL”) was released last week (DA 11-1600).   The final version was little changed from the draft version released for public comment last June.  Although the FY 2012 ESL is substantially different from the FY 2011 ESL, the changes are largely of a clarifying nature.  Most importantly:

1. The ESL introduction has been updated to clarify that the services funded under the "Learning-on-the-Go" wireless pilot program are services used for an "educational purpose," and may be utilized off-campus without cost allocation.

2. Language in the Miscellaneous section has been modified to further clarify that Priority 1 services do not require technology plans.

3. Several changes have been made to clarify the definitions and eligibility of Internet access, e-mail, and Web hosting.  The new ESL also clarifies that content-based services remain ineligible and that Internet firewall services are eligible only if provided at no extra charge by the applicant’s Internet access provider.  Interestingly, many of the proposed changes championed by Edline, designed to more closely link e-mails with Web-hosted communications services, were not adopted.

4. The treatment of Internet2 services is still a bit confusing.  Telecommunications charges to access Internet2 are definitively eligible; Internet2 membership fees are not.  The Glossary entry, however, indicates that Internet2 service, itself, is not eligible.  Follow-up with the SLD confirmed the position that any Internet2 service (exclusive of associated telecom circuits) is ineligible.

5. The restriction on remote access to homes has been changed to reflect the eligibility of services for residential schools serving unique populations.

6. A number of changes have been made to the Basic Maintenance of Internal Connections (“BMIC”) section to clarify that:
a. Ineligible portions of BMIC contracts can be cost-allocated.

b. On-site maintenance may be eligible if cost-effectiveness can be demonstrated.

c. Specific types of BMIC may be provided at a fixed cost, but reimbursements on other types “will be paid for the actual work performed as verified by invoice.”

The publication of the FY 2012 ESL is important in and of itself since the release is one of the key prerequisites for the opening of the FY 2012 application window.  Last year’s ESL was also released on September 28th; we expect a similar Form 471 application window opening in early January and closing in mid-March.

Additional information on eligible services, presented last week in the first of the SLD’s annual training sessions, included the following:

1. Cellular service:  The SLD confirmed that text messaging is eligible (some cellular carriers were treating text messages as ineligible earlier this year).  Form 470 postings for cellular data services, including e-mail and Internet, should be made under both the Telecommunications and Internet Access categories (previously, this was an SLD “recommendation”).

2. Basic Maintenance of Internal Connections: Updated BMIC guidance notes:
a. “Agreements or contracts must state the eligible components covered, make, model, and location.”
b. “Standard manufacturer warranties of no more than three years remain eligible” if included in equipment cost.  Separately priced warranties are not eligible.
c. “Support of BMIC is limited to actual work performed under the contract.”  In this regard:
i. Applicants can estimate the cost of work to be performed based on hours/year, history of repairs, and equipment age.
ii. “It is not reasonable to estimate an amount that would cover the full cost of every piece of eligible equipment.”
iii. “Flat rate contracts are eligible, however applicants may only invoice for services actually delivered/work performed.”  In other words, an applicant may sign a fixed-priced contract to limit their maintenance exposure, but applicants can only apply for the estimated cost of actual work and can only invoice for actual work performed.  This suggests that fixed-priced contracts should include rates for prospective time and materials.
iv. “Exceptions that will not require demonstration that work was performed are:
· “Software upgrade and patches

· “Bug fixes and security patches

· “Online and telephone based technical support”

3. Miscellaneous Charges:  “Universal Service Administration” fees are not eligible.  We note, however, that many carriers continue to breakout and list a variety of additional fees that are really a necessary part of doing business (perhaps to limit the base fee that they can advertise as the cost of service).   Unless proven otherwise, PIA treats many of these additional fees as ineligible.  It behooves applicants to seek supporting documentation from their service providers for any miscellaneous fees; some may prove to be eligible.
4. Leased Dark Fiber:  The following clarifications should be noted:

a. “Dark fiber must be lit immediately” — i.e., charges for spare or unused fiber strands, at least on an allocated basis, are not eligible.

b. “Modulating electronics for leased dark fiber are not eligible” — as Priority 1 (but presumably are eligible as Priority 2).

c. Last year’s slide indicating that dark fiber between two buildings on a single campus was eligible as Priority 1 has been updated.  Such links are eligible only as Priority 2.

5. Equipment Transfers:  Records for equipment transferred within 3 years of installation from a closed entity “must be kept for five years after the date of transfer.”  “Records for equipment >3 years follow the traditional document retention requirements” — i.e., five years after the last date to receive service.

6. Equipment Trade-ins:  “Trade-ins of equipment may be permitted if the E-rate funded equipment to be traded in has been installed for five years.”  Previously, E-rate purchased equipment could be traded-in at any time after installation as long as the trade-in value was deducted from the pre-discounted cost of the replacement equipment.  Since any E‑rate equipment may now be disposed of after five years, with any salvage value accruing fully to the applicants, the new time limit may make trade-ins uneconomical.  Assuming comparable market values, an applicant should never trade in 5-year-old equipment, essentially sharing the residual value with USF, when it could sell the equipment and apply the full residual value to its non-discounted share of the replacement equipment. 
E-Rate Updates and Reminders

Semi-Annual Audit Recovery Report:

Every six months, USAC submits a report to the FCC summarizing the status of all outstanding audit findings.  The most recent Audit Recovery Report for the period ending August 31, 2011 covers a total of 1,881 audits for funding years 1998-2009.  A few of the more interesting numbers, together with comparisons from last spring’s semi-annual report, are as follows:
	
	As of 8/31/2011 
	     Change

	
	
	

	Number of audits included in report
	                1,881 
	 0%

	Disbursed amount audited                      Total
	 $2,907,788,271 
	   0%

	
	
	

	Amounts initially subject to recovery
	
	

	     Recovery to date
	       42,534,327 
	+ 51%

	     Sent to FCC for recovery
	         8,203,966 
	  + 3%

	     Remanded to USAC upon FCC appeal
	       12,314,414 
	- 3%

	     Approved USAC appeals
	       16,060,315
	- 76%

	     Balance in other recovery stages
	     199,759,260 
	- 5%

	Total   
	 $  278,872,282 
	- 15%

	
	
	

	Amounts pending appeal decisions
	
	

	     USAC appeals pending
	       3,684,197 
	- 21%

	     FCC appeals pending
	     62,546,129 
	+ 63%

	Total   
	 $  66,230,326 
	+ 54%


What this shows is that, while the number of newly completed audits is small, a lot of work has been devoted to the processing of earlier audits.  The amount recovered from completed audits has grown significantly, and amounts subject to recovery have fallen.  Pre-recovery audit appeals at USAC have declined, but risen substantially at the FCC (even though the FCC has been releasing a number of non-audit-related appeal decisions).

A new round of E-rate audits has recently begun.  The new audits, called “Program Audits” or “PAs,” are expected to be more targeted and less intrusive than the stricter compliance attestation audits of the last several years.  

SLD Fall Training Status:

The first of the SLD’s fall training workshops was held last Monday, September 26th, in Washington, DC.  The agenda and slides for the SLD’s 2011 training are available online.  Subsequent workshops are being held regionally on the following schedule:



October 6

Newark, NJ



October 10

Minneapolis, MN



October 13

Portland, OR



October 18

St. Louis, MO



October 27

New Orleans, LA



November 1

Los Angeles, CA



November 8

Orlando, FL

Applicants seeking other E-rate training opportunities should check for state-sponsored E-rate workshops. Contact information for state E-rate coordinators may be found on the State Information pages of the E-Rate Central Web site.
Schools and Libraries News Brief dated September 30 – October Deadlines

Last week’s SLD News Brief for September 30, 2011, reviews two key deadlines set for later this month.

Invoicing Deadline for FY 2010 Recurring Services:

The deadline for submitting BEAR or SPI invoices to USAC for payment is 120 days after the later of: (a) the last date to receive services or (b) the date of the associated Form 486 Notification Letter.  Most applicants are affected by the former date which, for recurring services is June 30th.  The normal invoice deadline for FY 2010 recurring services, therefore, is October 28, 2011.  Applicants should remember that BEARs must be acknowledged by the service providers before submission to USAC, so the deadline for BEAR preparation is actually earlier.

Looking further ahead, note that the invoicing deadline for non-recurring services with a last date to receive services of September 30, 2011, is January 30, 2012 (120 days from September 30, 2011, plus two days for the weekend).

The SLD’s News Brief provides the following tips:

1. Tips for applicants filing BEAR forms:

a. Gather your customer bills and do a reconciliation before filing a BEAR form.

b. Make sure your service provider(s) have filed a Form 473, Service Provider Annual certification (“SPAC”) form, for FY 2010.

c. Allow sufficient time for your service provider(s) to review and approve your forms.

d. Ask your service provider(s) if they know how to use their online access to USAC’s E-file System.

e. File your BEAR forms online.

f. Don’t wait until the last minute to file your FY 2010 BEAR forms.

2. Tips for service providers approving BEAR forms:

a. Tell your customers what your requirements are for reviewing and approving BEAR forms.

b. Get online access to review and approve BEAR forms filed online.

c. Check online once each week for pending online BEAR forms.

3. Tips for service providers filing SPI forms:

a. Gather your customer bills and do a reconciliation before filing a SPI form.

b. Make sure you have filed a SPAC form for FY 2010 (and for FY 2011).

c. File your SPI form online or electronically.
Form 486 Deadlines for FY 2011 Funding:

The applicant deadline for filing a Form 486, Receipt of Service Confirmation Form, is 120 days after the later of: (a) the service start date (typically July 1st of the funding year), or (b) the date of the associated Funding Commitment Decision Letter (“FCDL”).  

Applicants funded in Waves 1-2 for FY 2011 (released prior to July 1st) are affected by the first date.  For most, this means that their Form 486 deadline is October 31, 2011 (120 days from July 1, 2011, plus two days for the weekend).  Applicants funded in later waves will have corresponding later Form 486 deadlines.

---------------------------------------------------------------------------------------------------------------Newsletter information and disclaimer: This newsletter may contain unofficial information on prospective E-rate developments and/or may reflect E-Rate Central’s own interpretations of E‑rate practices and regulations.  Such information is provided for planning and guidance purposes only.  It is not meant, in any way, to supplant official announcements and instructions provided by the SLD, FCC, or state education departments.  
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