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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 closed on Wednesday, March 26th, and PIA review is in full swing.  Funding waves are expected to begin later in May.

Wave 48 for FY 2013 will be released on Wednesday, April 23, 2014.  Funding for FY 2013 is available for Priority 1 services only.  Priority 2 is being denied at all discount levels.  Cumulative funding for FY 2013 is $2.04 billion.

Wave 83 for FY 2012 will be released on Tuesday, April 22, 2014.  Priority 2 funding is being provided at the 90% discount level only.  Cumulative funding for FY 2012 is $2.88 billion.

USAC Demand Estimate for FY 2014

USAC released its preliminary estimate of FY 2014 demand last week.  As shown in the tables below, total demand, as well as two critical components of demand, is down 3-4% from FY 2013.

As explained further below, the two key conclusions that can be drawn from these demand estimates are:

1. Priority 1 requests will be fully funded; but

2. Priority 2 requests, even those at the 90% discount level, are not likely to be funded.
	 
	Total Demand
	% Change

	FY 2014
	$ 4,824,728,476
	-3.2%

	FY 2013
	$ 4,985,990,377
	-4.8%

	FY 2012
	$ 5,236,939,650
	21.5%

	FY 2011
	$ 4,309,942,527
	10.1%

	FY 2010
	$ 3,915,889,487
	-1.8%


	 
	Total Priority 1
	% Change

	FY 2014
	$ 2,630,256,838
	-2.9%

	FY 2013
	$ 2,709,451,463
	10.9%

	FY 2012
	$ 2,444,087,363
	12.5%

	FY 2011
	$ 2,172,884,435
	6.6%

	FY 2010
	$ 2,038,141,531
	-0.3%


	 Priority 1 + Priority 2 at 90%
	% Change

	FY 2014
	$ 4,304,155,283
	-3.7%

	FY 2013
	$ 4,469,240,699
	16.9%

	FY 2012
	$ 3,822,939,650
	20.2%

	FY 2011
	$ 3,180,888,705
	4.6%

	FY 2010
	$ 3,041,558,623
	6.7%


Available funding for FY 2014 has two components.  The first component is the inflation-adjusted funding cap of $2.41 billion announced by the FCC last month.  The second component will be the roll-over amount (funds previously committed, but not used) expected to be announced by the FCC early this summer.  As of USAC’s last quarterly Funds Projection, with one quarter left to go, there was $600 million available for roll-over (see our newsletter of February 10, 2014).  As a rough number, we can expect available funding for FY 2014 to total about $3.2 billion.  That’s clearly enough to fund all valid requests for Priority 1.

Funding for Priority 2, even at just 90%, is another matter.  Although the estimated $3 billion in available funding falls short of the $4.3 billion of the preliminary demand total for Priority 1 and Priority 2 at 90%, the actual gap will be less than the implied $1.3 billion.  This is because preliminary demand totals have historically exceeded realized demand totals as applications are reviewed by USAC.  Typically, actual Priority 1 demand is 80-90% of preliminary demand, and actual Priority 2 demand is 80% or less of preliminary demand.  Our projections of actual demand, encompassing both Priority 1 and Priority 2 at the 90% level, are shown in the table below.

Based on this analysis — and to be conservative, focusing on the upper range of the commitment estimates — it’s easy to see why there is no Priority 2 funding at 90% in FY 2013.  The roll-over gap was just over $1 billion dollars more than the $450 million actually available.

The numbers projected for FY 2014 are only marginally better.  The demand is down slightly, and the inflation-adjusted cap is up slightly.  By our estimates, the FCC would not feel comfortable funding Priority 2 at 90% unless it could roll over at least $1.3 billion — an unprecedented amount.

	90% Internal Connections Funding Analysis

	($ in billions)

	
	
	
	
	

	
	FY 2014
	 
	FY 2013
	

	Estimated Commitment Demand
	
	
	
	

	Preliminary P1 Demand
	2.63
	
	2.71
	

	Commitment Estimate @ 80-90%
	2.10 – 2.37
	
	2.17 – 2.44
	

	
	
	
	
	

	Preliminary 90% P2 Demand
	1.67
	
	1.76
	

	Commitment Estimate @ 65-80%
	1.09 – 1.34
	
	1.14 – 1.41
	

	
	
	
	
	

	Preliminary P1 + 90% P2 Demand
	4.30
	
	4.47
	

	Total Commitment Estimate
	3.19 – 3.71
	
	3.31 – 3.85
	

	
	
	
	
	

	Available Funding
	
	
	
	

	Inflation-Adjusted Cap
	2.41
	
	    2.38
	

	Roll-over Gap
	0.78 – 1.30
	
	 0.93 – 1.47
	 

	
	3.19 – 3.71
	
	 3.31 – 3.85
	


In considering the possibility of a large roll-over for FY 2014, we should note that the process for calculating the dollars available for roll-over each year is hard to predict with any accuracy.  Changes in reserve policies, for example, can have a dramatic effect on available funds.  We saw this in 2010 when the reserves for early funding years were cut substantially to free up additional funds.  This led to a roll-over of $1.15 billion — the highest ever — permitting Priority 2 funding at all discount levels.

Similar changes, even if possible, are not expected for FY 2014.  If anything, we would expect the FCC to be ultra-conservative this year in an effort to conserve as much funding as possible for E-Rate 2.0 in FY 2015 and beyond.

To the extent that there is more funding available for FY 2014 than needed for Priority 1, but not enough to fully fund 90% requests for Priority 2, the FCC has at least three options, namely:

1. Prorate the available funding either by cutting the Priority 2 discount rate below 90% or by cutting the pre-discount amount subject to a 90% discount.  Proration is permitted under current rules, but has never been used and is seen as administratively problematic.

2. Retroactively restrict the list of eligible Priority 2 services by, for example, eliminating the eligibility of maintenance and/or legacy hardware.  This would require a rule change.

3. Simply not funding Priority 2 at all, essentially carrying forward excess funds into future funding years.  This was the strategy used for FY 2013 — and, in our view, the one most likely to be used again for FY 2014.

E-Rate Updates and Reminders

E-Rate Modernization Reply Comments:

Reply comments on the FCC’s Public Notice on E-rate Modernization (DA 14-308) are due today, April 21st.  To search for all filed comments in this proceeding, use the search function in the FCC’s Electronic Comment Filing System.  Enter “13-184” in the Proceeding Number field, and click the “Search for Comments” button near the bottom of the screen.

E-Rate Modernization Workshop:

The FCC issued a Public Notice (DA 14-495) last week announcing an E-rate Modernization Workshop on May 6th to discuss “the challenge of delivering high-speed connectivity to and within schools and libraries and highlight successful strategies.”  The workshop will be held at the FCC building in Washington, DC, and will also be streamed live online.  The FCC plans to issue another Public Notice on this workshop when the agenda is finalized.
Schools and Libraries News Brief Dated April 18 – RAL Corrections

The SLD News Brief for April 18, 2014 summarizes USAC’s FY 2014 Demand Estimate (discussed above), and discusses the process for correcting Form 471 errors using the Receipt Acknowledgment Letter (“RAL”).  It provides the following three tips for submitting corrections, and describes how USAC processes these corrections:

1. Verify that you need to submit a correction.  (If no corrections are needed do not return a copy of the RAL to USAC.)

2. If you submit a correction, make sure your submission is complete and timely.

3. Be prepared to answer questions about your requested corrections.

---------------------------------------------------------------------------------------------------------------------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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