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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

The FY 2014 application window will close on Wednesday, March 26, 2014 at 11:59 p.m. EDT.

Wave 39 for FY 2013 will be released on Thursday, February 20, 2014.  Funding is currently being provided for Priority 1 services only.  Cumulative funding for FY 2013 is $1.83 billion.

Wave 77 for FY 2012 will be released on Friday, February 21, 2014.  Priority 2 funding is being provided at the 90% discount level only.  Cumulative funding for FY 2012 is $2.84 billion.

The FY 2014 Priority 2 Funding Lottery

The pressing question we’ve been receiving lately is:  Should I bother applying for Priority 2 discounts for FY 2014?

By way of answer, we will briefly paraphrase an old joke.  A man, praying to God to win the lottery, hears a voice on high respond:  “Give me a little help here.  Buy a ticket!”

The lottery analogy is a useful one.  If an applicant doesn’t apply for Priority 2, there is zero chance of getting funded for Priority 2.  But even if an applicant applies, it is also probably true for FY 2014 that, just like a lottery, an applicant’s chance of winning is:  (a) low and (b) lower still the more tickets are sold (i.e., the more other applicants apply for Priority 2).

To understand this E-rate “lottery” better, it is important to recognize that there are two separate probabilities to consider.  The first is the probability that the FCC will pump additional funds (other than the roll-over of unused funds from previous years) into FY 2014.  In the FCC Chairman’s speech, reviewed in last week’s newsletter, the only reference to possible new funding was the sentence:  “Should it be necessary to increase the permanent funding levels for the E-Rate program, we will do what is appropriate.”  We take this to mean that no additional E‑rate funding is being planned at the moment.

If funding for FY 2014 is business as usual, the second probability for Priority 2 funding revolves around:  (a) the expected demand for both Priority 1 and Priority 2 next year; (b) the amount of roll-over funds which can be generated; and (c) any short-term changes in FCC rules which might be made at this late stage in the FY 2014 funding cycle.  Here’s our analysis.

Based on the initial estimates last year, the Priority 1 demand for FY 2013 exceeded the annual E-rate funding cap by over $300 million.  The FCC actually rolled over $450 million, earmarked to assure full funding for Priority 1.  Ultimately, USAC may need only $200-250M for Priority 1, but any extra will fall well short of fully funding any Priority 2 requests.  The initial demand estimate for Priority 2 funding, just at 90%, was approximately $1.75 billion.  This is why, as explained last week, USAC recommended — and the FCC is expected to approve — the denial of all Priority 2 funding for FY 2013.

Projecting the availability of Priority 2 funding for FY 2014 starts with estimating Priority 1 demand.  Let’s assume that Priority 1 demand for FY 2014 grows another 10-20% to roughly $3.00–3.25 billion.  To fully cover potential Priority 1 funding, the FCC would have to roll over $600–850 million in previously unused funds.  At this point in the year, with one quarter left to accumulate more roll-over funds before the FCC normally makes its roll-over decision, the current level of available funds is already $600 million.  We have little doubt that USAC will find additional funds in the final quarter to fully fund Priority 1 — if only because the FCC Chairman promised to do so in his speech two weeks ago.

But how much extra funding can we expect for Priority 2 in FY 2014?  Our answer is “not much” — particularly if the demand for Priority 2 funding at the 90% discount level again comes in at well over $1 billion.

To be optimistic, suppose USAC and the FCC can fund all of Priority 1 with $500 million left over.  Under current E-rate rules, our best guess is that the FCC would decide not to fund any Priority 2 and tuck the extra funds away to meet its broadband objectives in future years.

An alternative we have heard others suggest that the FCC might take a lesser amount of available Priority 2 funding and apply it only to WiFi requests.  That approach would certainly be in line with the Chairman’s speech.  But for that to occur, at least two things would have to happen:

1. Currently, the only rule the FCC has to deal with insufficient Priority 2 funds is proration.  The FCC would have to change this rule, presumably requiring a full Commission order.  One politically sensitive aspect of this process might be to decide whether to fund WiFi requests at less than 90%, while denying otherwise eligible non-WiFi requests of poorer applicants.

2. USAC would have to find the WiFi funding requests, many of which are likely to be buried within broader Priority 2 requests.  Either USAC would have to review all Priority 2 requests or would have to ask applicants to identify their WiFi requests (perhaps by denying all existing Priority 2 requests and opening a second WiFi-only window).

We suppose all this is possible, but it would have to take place while the FCC is committed to meeting a more important goal of restructuring E-rate for FY 2015.  As such, significant program changes for FY 2014 resulting in any Priority 2 funding are unlikely.  But as we indicated at the start of this analysis, it takes a “ticket” to have any chance of winning.

Applicants considering applying for Priority 2 funding requests for FY 2014 should weigh the potential costs and benefits.  Here are a few recommendations:

1. Applicants — at least those qualifying for a 90% discount — planning new Internal Connections projects (and/or ongoing maintenance) for 2014-2015, regardless of the availability of E-rate funding, should make every effort to apply.

2. Applicants, who would not undertake Internal Connections projects without E-rate funding, may want to file only if they can do so without a lot of extra effort.  Related contracts should reflect contingencies for no or reduced funding.

3. As always, requests for Priority 2 funding should be filed in separate Form 471 applications so that Priority 1 funding is not delayed pending USAC/FCC decisions on the availability of Priority 2 funding.

4. On the off-chance that some Priority 2 funding would be available on a targeted basis for WiFi projects, such requests should be broken out into separate FRNs or applications.  Because we do believe that internal WiFi funding will become a priority for FY 2015, applicants signing contracts for WiFi for FY 2014 should make sure that such contracts are easily extendable into the following year.

E-Rate Updates and Reminders

Form 470 Deadline:

Technically, this year’s deadline for filing a valid FY 2014 Form 470 and/or RFP is February 26, 2014.  However, waiting until the deadline leaves no room for error.  Because a Form 470 must be posted for 28 days, a February 26th filing would mean that on March 26th the applicant would have to:

· Select vendors
· Sign contracts, if required
· File a Form 471 — the final day of the FY 2014 application window!
Form 486 Deadlines:

Typically, a Form 486 must be filed no later than 120 days from FCDL issuance or the start of service, whichever is later.  Assuming services started July 1, 2013, the deadlines for FY 2013 funding waves 1-22 have already passed.  The remaining Form 486 deadlines for February are:


Wave 23
02/20/2014


Wave 24
02/27/2014

Schools and Libraries News Brief Dated February 14th – Equipment Transfers & Discounts

The SLD News Brief for February 14, 2014, discusses the following “reminders” if E-rate funded equipment is transferred from one location to another within three years of its date of purchase:

· When does a “transfer” occur?

· How do I notify USAC?

· What are the document retention requirements associated with a transfer?

Last week’s News Brief also reviews how to calculate Block 4 discounts for the following types of entities:

· Individual school

· Library outlet/branch

· School district

· Library system or consortium

· Consortium of schools and/or libraries

· School or library non-instructional facility (“NIF”) without classrooms

· School NIF with classrooms

· New school construction

· New library construction

· Head Start, pre-kindergarten, juvenile justice, or adult education

· Schools with changing student populations

The same article also discusses the use of alternative discount mechanisms for schools, including:

· Provision, 1, 2, and 3

· Direct certification

· Projections based on surveys

· Community Eligibility Option (“CEO”).  Note: USDA is using the terminology Community Eligibility Provision (“CEP”) for this NSLP option. 

---------------------------------------------------------------------------------------------------------------------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.  [image: image1][image: image2][image: image3]
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