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The Honorable Yoseph 1. Licherman

Chairman

Comumnittee on Homeland Security and Governmental A Fairs
Uinited States Senate

340 Dirksen Senate Office Building

Washington, D.C, 20510

Dear Chairman Licberman:
On March 27, 2009, the Government Accourtability Office (GAQ) issued a report

entitled Telecommunications: Lon -Term Straiepic Vision Would Help Ensure Targeting of 1+
rale Funds to Hiphest-Priority Uses (GAD (9-253),

Inits report, the GAO first recommends that the Federal Communications Commission
(Commission) report to Congress on its strategic vision for the E-rate program and whether 1he
existing structure of the program is suitable to sehjeve this vision.' The GAO notes that the
Commission should establish explicit performance goals and measures and identify projected
target levels of performance for multivear goals.? Second. the GAO recommends that the
Commission inelude in its annual performance plan a report on steps the Commission will tak
to reduce the amount of E-rate funding that is committed but niot disbursed.”

I have been a long-standing supporier of the E-rate program and its goal of ensuring thi
schools and libraries have access to affordable telecomnunications and advanced services, and |
appreciate the concern represented in the GAO's report. During its 11-year existence. the E-r
program has helped thousands of schools and libraries fmprove their technological capabilitie:,
Pursuant to section 254 of the Communications Act of | 934, as amended (the Act). the
Commission designated “telecommunications services™ and ceriain additional services eligibil
for support under the E-rate program.® Since the inception of the E-rate program, schools an
libraries have received more than $23.7 billion in funding commitments.” E-rate Tunding has
provided millions of school children, teachers and 1j brary patrons access to modern
telecommunications and information services, In a study released in 2006, the National Centor

’ (“MO Report at 49,

* e, at 50, 66.

" ld ar 49, ,

P47 USC§ 2540)(1), (0)(3) 47 C.F.R. §6 54,502, $4.503.

* See Universal Service Administrative Company, Schools and Libraries Division wehsite,
hitp/f'www sl universalservice.org/fund ing/y l/national.asp (1998-2008 data),
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for Education Statistics (NCES) found that nearly 100 percent of public schools in the United
States had Internet access, and 97 percent of these schools used broadband eonnections 10 accuss
the Internet.” Today, Imernet access in public schoals s nearly ubiguitous, Before the E-raic
program was established in 1997, only 78 percent of rublic schools had any Mnternet access it all,
In 1997, only 27 percent of public schaol instructional classrooms had Internet access, By 2005,
that figure had increased to 94 percent.” A 2006 study found that 99 percent of public library
branches are connected to the Internet, 98 percent of which offer public Internet access b

Tt ig vital for all of the Commission’s universal service programs, including the E-ratc
program, to have established goals. When the Commj ssion adopted a structure for the E-rate
progtam in its Universal Service First Report and Order, it identified as the program’s goal (o
ensure that eligible schools and libraries have affordabie access to modern telecommunications
and information services that would enable them to provide educational services to all parts of
the nation.” To implement this goal, the Commission established funding priorities for the F rufe
program, placing a higher priority on funding for telecommunications and Internet access
(Priority 1 services) than on internal connections (Priority 2 services).'"” The Commission also
determined that schools with a higher poverty rate and schools located in rural areas would
receive additional funding to assist them in meeting their telecommunications and information
setvices needs.”’ Accordingly, a greater portion of E-rate funding is allocated to Priority 1
services than to Priority 2 services, and poor and rural schools receive more E-rate funding than
more affluent and urban schools. :

While the Commission did not set a target for achievement at the time it established
program goals, the statistics abave suggest that the program has been successful in getting
schools and libraries connected to the Huternet. The Commission also has endeavored to updale
and improve measures for gauging program success, in part in response to the GAQ*s previous
reports. The Commission established two performance measures for the E-rate program in an
August 2007 Order: one for Intemet connectivity and znother fog application processing,'* |

E)8. Dept. of Education, Instingte of Education Sciences, Interner; Aceess in U5, Public Schools and Classroom::
199420035, 4-3 {2004), http:/fnacs‘ed.gov/pubsEOO?/ZOﬂ7020.pdf (NCES Study),

" 1d at 14, 16.

¥ Information Usc Management and Policy Institute, College of Information, Florida State University, Public
Libraries and the Internet 2004: Study Results and Findings, 1 (2008),
http://www.ii.fsu.edufprojectFi.lesfplintemct/zOﬂGfEODﬁq_p]Enternct.pdf‘ (Florida State Study).

? Federal-Stete Joinr Board on Univarsal Service, CC Docket Neo. £16-43, Report angd Order, 12 FOC Red 8774,
9002, para. 424 (1997) (Universal Service First Report and Ordey),

Y Federai-State Joint Board on Universal Service, CC Docket No. 26-45, Fifth Order on Reconsideration and
Fourth Report and Order, 13 FCC Red 14915, 14938, para. 36 (1993); 47 C.F.R. § 54.507(g).

! Universal Service Fipst Report and Order, 12 FCC Red at 9049-50, paras, $20-21.

i Comprehensive Review of the Universal Service Fund Management, Administrations, and Quersight, Federal-
State Joint Board on Universal Service, Schoole and Librarias Universai Service Suppart Mechanism, Rural Heglitr
Care Support Mechanism, Lifsline and Link- Up, Changes to the Board of Direciors of the National Exchange
Carrier Association, WC Docket No. 05 -195, CC Docket No. 96-45. CC Doclent Mo. 02-6, WC Docket No, 0260,
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also note that the Commission has established measures for the Universal Service Adminigirative
Company (USAC) administrative tasks as part of the memorandum of understanding betwee 1he
Commission and USAC." Thus, we disagree with ths report’s conclusion that the Commission
does not have a basis on which to determine whether funds dighbursed for Priority 1 services arc
appropriate. To the contrary, we believe the figures above demonstrate that the program has met
what was established as its initial goal. We also disagree with the report’s assertion that there is
4 “growing emphasis™ on Priority 1 services, We agree that the amount of funds actually
disbursed for Priority 1 services has increased in recer years, while the demand for Priority |
support has not increased. This difference is a product of the Commission’s policies —and (he
implementation and outreach of USAC — desipned to :mprove applicants’ success rate in
obtaining funding for Priority 1 services. ' Ag the rcsport itself notes, applicams place a hipficr
priority on receiving funding for Priority 1 services.! ‘

Still, given the pace at which socisty and technology move today, it is important to
conduct periodic reviews of the Commission’s goals to examnine whether those goals remain
valid or if adjustments are necessary, The Commission has taken the initial actions necessary tuo
conduct this evaluation as part of its ongoing comprehznsive review proceeding.'® Specifically.
in its August 2008 Notice of Inguiry, the Commission requested comment on establishing new
goals, both short-term and long-term, for the B-rate program.!” Once the Commission has
developed these new goals, it will revise its policies as necessary to achieve them, and develop
performance measures by which to determine relatjve suceess. | wish to caution, however, 1l
performance measures not dircetly tied to results that the program can produce could be
distinetly unhelpful. For example, it would be difficult to directly establish the effect of E-rar
funds on student learning because there are so many veriables involved in educational
achievement, such as course work, quality of teaching, and parental influence.

The GAO’s second recommendation is that the Commission should report annually i ity
performance plan on reducing the amount of E-rate funding that is committed but not

WC Docket No. 03-100, &C Docket No, 97-21, Repart and Orcler, 22 FCC Red 16372, 16389-04, paras, 38-49
(2007) (Comprehensive Review Order),

3 See Memorandum of Understanding Between the Federal Communications Commission and the Universal
Service Administrative Company {Sept. 9, 2008), httn:ffwww.t‘cc.z:ov/omd/usg;mou.pdf (last visited June 5, 2000

" The GAOD notes that more funding for Priority 1 services is beingz disbursed although the requested dollar amounis
have not increased, See (GAQ Report at 13. The Commission is pleased that the inerease in Priority 1 funding is »
result of apiplicants receiving a greater proportion of their requestad funding, Given that the Commission has
determined that Priority 1 telecommunications and Internet access services are the most crucial to schools and
libraries, an increass in applicants’ success rate in receiving these funds is a positive development,

" (3AO Report at 15-17,

* Comprehensive Review of the Universal Service Fund Management, Administration, and Oversight, WG Dockot
No. 05-193, Notice of Proposed Rutermnaking and Further Notice of Proposed Rulemaking, 20 FCC Red 11308
(2005) (Comprehensive Review NPRMY, Comprehensive Review af the Universal Service Fupd Maragement,
Administrarions, and Chversight, WC Docket No. (#5-1935, Notice of Inquiry, 23 FOC Red 13583 (2008) (2008 Ne iy,

" See 2008 NOI, 23 FCC Red at 13592, para. 29,
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disbursed." The GAO report itself concedes that there are many legitimate reasons that the
amount of committed funds is preater than the amoun: that ultimately is disbursed during any
given funding year.'® Many applicants overestimate the amount of funds that they will use.
Some applicants may not request full reimbursement. The Commission’s rules also give
applicants three additional months (untii September 30 following the close of the funding yuar)
to install one-time services known as non-tecurring services, and allow applicants to request
extensions of this deadline. Thus, particularly with Priority 2 services, these services might not
be delivered during the funding year, or the applicants might receive service delivery extensions,
pushing applicants’ receipt of cormitted E-rate funds beyond the funding vear in which the
funds were committed, This, in tumn, impacts the amount of disbursed funds in a given funding
year due to the Priority 2 services being delivered and billed in & subsequent funding year.

That being said, T am pleased to report that the Commission has taken action to addresy
gaps between committed funding and dishursed funding. The Commission and USAC have
established policies to help applicants better utilize their approved funding in a timely manner,
such a5 allowing applicants to change service providers or substitite other services. At this ime,
the Comumnission does not believe that it should shorten the amount of time that applicants have 1o
complete projects, especially given that many schools can only install wiring and other types of
equipment when school is closed during the summer. The Commission would welcome, of
‘course, any specific suggestions GAQ may have based on methods that may have proven
successful in other programs.

The Commission also is pleased that the survey indicates that a majority of respondeniy
believe the E-rate application process has become easier to navigate in the past three vears.”®
Furthermore, GAO's review of data indicates that only 4 percent of applications were denied duc
to applicant error in 2007 — a significant decrease from 31 percent in 2002.2' We believe that
this lower denial rate is the direet result of Commission actions taken in the Bishop Perry Order
and other recent E-rate orders in which the Commission directed the universal service find
administrator, USAC, to assist applicants in cotrecting errors rather than deny funding in the firs(
instance. For example, in the Bishop Perry Order, the Commission directed USAC to allow
applicants to correct certain ministerial and clerical errors, 22 In the diken Order, the
Commission directed USAC to give applicants an opportunity to remove ineligible services fron,

" GAO Report at 49.
W 7d at 23-24,

* Id. at 34,

Y 1d at 37,

z Reguest for Review of the Decision of the Universal Service Adm inistrator by Bishop Ferry Middle Schoel et ol
Schools and Libraries Universel Service Support Mechanisi, File WNos. SLD-487170, ¢r al., CC Docket No. 02-6.
Order, 21 FCC Red 5316 (2006) (Bishop Perry Order). ‘ ‘
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their applications, or to provide additional documentation to prove the eligibility of a servig,
These and other on-going directives to USAC should improve applicant access to E-rate funding,

Once again, we appreciate GAO's recommendations. We agree that the Commission
should continue to examine the E-rate program’s goals to ensure that it is achieving the
important universal service goals of providing nesded technology to the nation's schoaols and
libraries, We look forward to working with the GAO and Congress in the future to improve 1he
E-tate program. Should you have any comments ar questions, I would be pleased to discuss
them with you.

¢¢:  The Honorable Joe Barton
The Honorable Greg Walden
Director, Physical Infrustructure, Government Aceountability Office
Office of Management and Budget

* Request fisr Review of the Decivion of the Universaf Semvige Adwinistrator b diken Closnpe Public Schools, e
Sehenals andd Librarios Universef Seevice Sugport Mechonism, File Nos, BLD-397612, et ol , OC Doclket Ne, 021
Order, 22 FCC Red 8735 (2007) L Aiken Order),
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