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Funding Status

Wave 46 for FY 2014 will be released on Wednesday, March 25th.  Funding for FY 2014 is available for Priority 1 services only.  Priority 2 funding is being denied at all discount levels.  Cumulative funding for FY 2014 is $2.18 billion.

Category 2 Budget Management – Recurring vs. Non-Recurring Expenses

Category 2 funding for schools and libraries is now capped over a five-year period on a “per student” or “per square foot” basis.  In many cases, particularly when major Internal Connection systems need to be installed or substantially upgraded, five-year Category 2 budgets may be insufficient to cover all expenses.  In such cases, it is worth considering when funding is to be requested.  One strategy is to wait to request Category 2 funding until the year in which major non-recurring expenses are projected.  An alternative strategy — one that may be beneficial in the longer-term — is to begin requesting Category 2 funding as early as possible, even if it only covers recurring expenses for Basic Maintenance of Internal Connections (“BMIC”) or Managed Internal Broadband Services (“MIBS”).

To understand the potential benefits of early funding, it is useful to recognize the fundamental differences between the new Category 2 budget process and the previous 2-in-5 Priority 2 restriction.  The 2-in-5 rule was based on a rolling five-year period.  It limited Priority 2 funding, regardless of the funding level in a given year, to two out of any five sequential years.  With this limitation, it usually made no sense to apply for a small amount of Internal Connections expenses in a given year and essentially waste one of the two available years.

Category 2 funding, on the other hand, is limited to a total amount of funding awarded any time within a fixed five-year period.  The five-year period for Category 2 starts with the first year of funding and ends four years later.  In other words, the five-year period could be: FY 2015 to FY 2019, FY 2016 to FY 2020, FY 2017 to FY 2021, etc.  

One interesting aspect of the Category 2 budget process is that the FCC rule, as currently adopted, applies only to applicants first funded between FY 2015 and FY 2019.  Once funded in any year within this period, however, an applicant is locked in to the pre-discount budget process for a full five years.  What happens beyond that five years depends upon what the FCC does next, effective FY 2020.  By that point, the FCC may decide to extend, modify, or completely change the current budget process.  If the FCC takes no action, Category 2 funding presumably reverts to a 2-in-5 process.

What’s important is that an applicant subject to the five-year Category 2 budget cap does not become eligible for additional Category 2 funding until the sixth year thereafter.  Absent significant changes in student enrollment or library square footage, consider the following two scenarios for an applicant planning a major system project in 2017‑2018:

Scenario #1:
The applicant waits until FY 2017 to seek and receive Category 2 funding (which it may fully utilize in FY 2017).  The applicant’s next opportunity for additional Category 2 funding (beyond the initial budget cap) will not occur until FY 2022.

Scenario #2:
The applicant requests and is awarded some funding (perhaps for BMIC) in FY 2015 and FY 2016, then applies for larger system funding in FY 2017.  The applicant’s funding may be less in FY 2017 (because of funding previously utilized), but the total five-year budget cap remains the same.  What is different is that this applicant’s next opportunity for additional Category 2 funding will be in FY 2020 — two years earlier!

For a school district or library system, an early application for Category 2 funding for every site — regardless of the combination or amount of recurring and/or non-recurring expenses — has another advantage.  It simplifies the recordkeeping for Category 2 purposes by keeping all entities on the same five-year budget cycle.

Until recently, we have argued that the added complexities of applying for BMIC — one way to structure funding requests for all entities — favored a strategy of reserving Category 2 funding for major non-recurring service projects.  Less than two weeks ago, however, USAC announced a new and somewhat simpler Alternative Data Entry (“ADE”) process for filing BMIC requests (see USAC’s Special Edition News Brief of March 10th and our newsletter of March 16th).  An early Category 2 filing strategy, if only as a plan for FY 2016, is now worth serious consideration.

E-Rate Updates and Reminders

FY 2015 Form 471 Application Window:

The FCC Form 471 application filing window for FY 2015 opened on Wednesday, January 14, 2015.  It will close at 11:59 pm EDT on Thursday, April 16, 2015.  

Schools and Libraries News Brief Dated March 20 – Myths, Enhancements, and FAQs

The S&L News Brief of March 20, 2015, covers three topics.

CIPA Blocking Myth:

The Children’s Internet Protection Act (“CPIA”) rules do not require applicants to block all access to specific websites (e.g., Facebook or YouTube).  As long as filtering — or, more precisely, a “technology protection measure” — is employed to prevent access to “visual depictions that are…harmful to minors,” what is actually blocked is a local policy matter.

A school, for example, might block all access to YouTube as part of an operational policy to preserve bandwidth for broader educational use.  That would be a non-CIPA decision.  It might become a CIPA decision only if the school did not have the capability to block dangerous videos on the site.

Form 471 System Enhancements:

USAC’s online Form 471 system is a work in progress.  Major system improvements are planned for the FY 2016 application cycle, but incremental improvements have been continually made since the system first went live January 14th.  Recent improvements include:

· Refined search mechanism for Managed Recipients

· New default setting of “1” for the number of last mile lines associated with each entity

· Recognition of the $5.00 per square foot category 2 budget for the larger urban libraries

· Removal of inactive entities from the Urban/Rural Tool

· Improved Discount Calculation and Funding Request templates

Additional Category 2 FAQs:

A continuation of the S&L News Brief of March 13, 2015, poses and answers an additional series of frequently asked questions (“FAQs”) on Category 2 budgets.  The following questions are addressed:

· Do non-instructional facilities (“NIFs”) get their own Category 2 budgets?  Short answer: No.

· How does a tech center that hosts Internal Connections equipment (e.g., a central switch) get Category 2 support?  Short answer: Cost allocation among eligible entities.

· Are NIFs with classrooms eligible for a Category 2 budget?  Short answer: No.

· Are residential facilities of a school eligible for a Category 2 budget?  Short answer: No.

· Can a school’s budget change from year to year?  Short answer: Yes.

· How do I count part-time students? Short answer: For Category 2 budgets only.

· How do I count virtual students? Short answer: Students re not counted for Category 2 purposes.

· What type of documentation is required to validate a regular increase in enrollment due to part-time students? Short answer: Various.

· If I spend my school’s entire Category 2 budget, then my student population decreases in a subsequent year, do I have to return any funding? Short answer: No.

· How should new schools determine their Category 2 before they have enrolled students? Short answer: Use a reasonable estimate.

· If a new school student enrollment is too high for FY 2015, how does it determine its Category 2 budget for FY 2016? Short answer: The budget must be adjusted.

· Can a library’s budget change from year to year?  Short answer: Yes.

· Can a library’s square footage calculation for its Category 2 budget include outdoor spaces?  Short answer: No.

· How should a library count the square footage of a bookmobile? Short answer: A bookmobile will usually qualify for the $9,200 pre-discount minimum.
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