
 

June 17, 2014 
 
 
VIA ELECTRONIC FILING 
 
Marlene H. Dortch 
Secretary 
Federal Communications Commission 
445 12th St. SW 
Washington, DC 20554 
 

Re: Ex Parte Communication (WC Docket No. 13-184) 
 Modernizing the E-rate Program for Schools and Libraries 

 
Dear Ms. Dortch: 

On June 16, 2014, I shared the attached presentation and survey results with Trent Harkrader, 
Partick Halley, Lisa Hone, Michael Steffen, Mark Nadel, Regina Brown and Jon Wilkins. 

Subsequently, on June 17, 2014, via a web conference, I provided a detailed explanation of the slide 
deck to Patrick Halley, Mark Walker, Jonathan Chambers, and Mark Nadel. I explained that the 
information in the presentation was based on further analysis of a FY2014 funding request report 
submitted to the FCC1, as well as a nationwide survey of E-rate applicants that Funds For Learning 
recently completed. In our conversation, I shared the following major conclusions. 

 The average out-of-pocket expense paid for telecommunications and Internet access does 
not vary significantly among most E-rate applicants, regardless of their location or E-rate 
discount rate. This analysis coincides with the well-known fact that school and library 
budgets function primarily on a fixed-income basis.  Applicants with a higher E-rate discount 
rate have more purchasing power, but their out-of-pocket expenditures are not remarkably 
different than lower discount rate applicants. This fact suggests that a lowering of E-rate 
discount rates will not enhance the deployment of broadband connectivity, especially 
within economically disadvantaged communities. Instead, lower E-rate discount rates are 
likely to simply decrease the purchasing power of impoverished applicants, slowing down 
the deployment of broadband networks within their schools and communities. 

 Telecommunications and Internet access expenses in remote rural Alaska defy 
comparison to other locations. E-rate applicants in these remote areas pay 30 times more 
per student for broadband access than the average E-rate applicant; consequently, I 
encouraged the FCC staff to give special consideration to remote rural Alaska in their rule-
making. 

                                                           
1 http://apps.fcc.gov/ecfs/document/view?id=7521139031  
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 A small portion of E-rate applicants consume a disproportionate amount of the fund each 
year. In FY2014, 13% of demand from schools for Priority One services came from a small 
percentage of schools that spend more than $400 per student each year for these services. I 
reminded the FCC staff that most applicants, regardless of discount rate, size or location, 
seek out cost-effective solutions to meet their technology needs. 

Many E-rate reform proposals “throw the baby out with the bathwater” to curb the demand 
of big spenders. They do so by eliminating services from the eligible services list, lowering 
discount rates for all applicants, or rationing funding support via an arbitrary timeline. 
Unfortunately, most of these changes will only hurt the neediest schools and libraries and 
are unlikely to significantly deter big-spending applicants. 

Instead of adding more complexity or substantially changing the nature of the E-rate 
program, Funds For Learning continues to advocate for one simple change: eliminating the 
technology-based Priority system and replacing it with a budget cap system that puts a limit 
on the total E-rate discount amount an applicant can request each year. Unlike the current 
priority system, this approach incentivizes cost-effective decision-making, cuts off big 
spenders, encourages planning, increases predictability, does not impose a specific timeline 
for technology integration and allows for local technology planning decisions. 

 In survey after survey, applicants report frustration with the current form preparation and 
application process. I expressed Funds For Learning’s continued advocacy for an e-filing 
standard that will allow electronic submission of E-rate forms and paperwork2. I also 
emphasized that the adoption of a predictable filing window schedule would improve the 
application process for each applicant.  

 E-rate applicants continue to express a strong desire for multi-year funding commitments. 
I shared that multi-year funding commitments would be particularly useful in speeding up 
the deployment of on-campus broadband connectivity. If schools and libraries can amortize 
the cost of a project over 3-to-5 years, it would allow them to immediately benefit from the 
use of faster connections, without having to wait 4 or 5 years to install them. Schools and 
libraries would likely be willing to cover the finance charges associated with these multi-
year payouts. Plus, vendors and manufacturers may be willing to provide zero-cost or lost-
cost financing. 

 Funds For Learning estimates that the current nationwide total demand for Internal 
Connections is roughly $5.93 billion plus an additional $0.59 billion in annual ongoing 
basic maintenance expenses. This estimate is based on (A) actual per building expenses 
from FY2014 Priority Two funding requests and (B) the results of the Funds For Learning 
survey of E-rate applicants which indicate that a significant portion of school buildings 
require network facility upgrades. 

                                                           
2 http://apps.fcc.gov/ecfs/document/view?id=7521099998  
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Funds For Learning suggests that the FCC amortize this $5.93 expense over four years, 
adding a minimum of $2.08 billion per year to the E-rate funding cap for the foreseeable 
future. Combined with multiyear funding commitments, the increased cap would allow all 
applicants to deploy much-needed on-campus internal connections beginning in FY2015, 
while having the opportunity to pay for those connections over multiple years. This would 
dramatically accelerate the installation of on-campus broadband, in effect increasing the 
purchasing power of the entire E-rate program. 

 In our survey, there was no clear consensus amongst respondents as to the deployment of 
VoIP and the replacement of plain old telephone service. 51% of survey respondents 
indicated that their telephony infrastructure was lagging. I explained that many applicants 
wished to convert to VoIP-based systems, but they lacked the financial support to purchase 
the necessary internal connections. I expressed my concern that recent trade industry cost 
estimates submitted to the FCC did not include costs for VoIP systems. This is particularly 
troublesome because schools and libraries may be required to move to VoIP solutions to 
maintain their E-rate discounts. I encouraged the FCC staff to allow E-rate applicants to 
purchase VoIP-type networking equipment. 

I concluded by summarizing Funds For Learning’s position on E-rate Reform. We believe that the 
program could be remarkably improved without changes to the eligible services list or discount 
matrix and that all applicants could receive funding commitments every year for the goods or 
services that they need the most. These improvements could be brought about with relative ease 
by increasing the funding cap and replacing the Priority System with a new system of pre-defined 
limits on large funding requests. Combined with multi-year funding commitments, additional 
support for remote rural applicants, special consideration for remote rural Alaska applicants, and an 
e-filing standard, the new and improved E-rate program would be poised to radically enhance 
broadband connectivity in America’s schools and libraries.  

Pursuant to Section 1.1206 of the Commission’s Rules, this letter is being filed electronically. 

Sincerely yours, 

/s/ John D. Harrington 

John D. Harrington 

Chief Executive Officer  
Funds For Learning, LLC  
2575 Kelley Pointe Parkway, Suite 200 
Edmond, OK 73013  

Jharrington@fundsforlearning.com  
405-341-4140  
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cc:  Regina Brown 
Jonathan Chambers 
Patrick Halley 
Trent Harkrader 

 Lisa Hone 
Mark Nadel 
Michael Steffen 
Mark Walker 
Jon Wilkins 
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