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(B) Higher-level
using the services requested
Form 471 application; or

(C) No technology plan needed; applying
for basic local and long distance telephone
service only.

(v) Status of technology plan(s) has/have
been approved; will be approved by a state or
other authorized body; or no technology plan
is needed because applicant is applying for
basic local, cellular, PCS, and/or long dis-
tance telephone service and/or voicemail
only.

(vi) The entities listed on the FCC Form
471 application have complied with all appli-
cable state and local laws regarding procure-
ment of services for which support is being
sought.

(vii) The services the applicant purchases
at discounts will be used solely for edu-
cational purposes and will not be sold, re-
sold, or transferred in consideration for
money or any other thing of value.

(viii) The entities listed in the application
have complied with all program rules and ac-
knowledge that failure to do so may result in
denial of discount funding and/or recovery of
funding.

(ix) The applicant understands that the
discount level used for shared services is con-
ditional, for future years, upon ensuring that
the most disadvantaged schools and libraries
that are treated as sharing in the service, re-
ceive an appropriate share of benefits from
those services.

(x) The applicant recognizes that it may be
audited pursuant to its application, that it
will retain for five years any and all work-
sheets and other records relied upon to fill
out its application, and that, if audited, it
will make such records available to the Ad-
ministrator.

(xi) All bids submitted were carefully con-
sidered and the most cost-effective bid for
services or equipment was selected, with
price being the primary factor considered,
and is the most cost-effective means of meet-
ing educational needs and technology plan
goals.

technology plan(s) for
in the FCC

* * * * *

(f) Filing of FCC Form 473. All service pro-
viders eligible to provide telecommuni-
cations and other supported services under
this subpart shall submit annually a com-
pleted FCC Form 473 to the Administrator.
FCC Form 473 shall be signed by an author-
ized person and shall include that person’s
certification under oath that:

(1) The prices in any offer that this service
provider makes pursuant to the schools and
libraries universal service support program
have been arrived at independently, without,
for the purpose of restricting competition,
any consultation, communication, or agree-
ment with any other offeror or competitor
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relating to those prices, the intention to sub-
mit an offer, or the methods or factors used
to calculate the prices offered;

(2) The prices in any offer that this service
provider makes pursuant to the schools and
libraries universal service support program
will not be knowingly disclosed by this serv-
ice provider, directly or indirectly, to any
other offeror or competitor before bid open-
ing (in the case of a sealed bid solicitation)
or contract award (in the case of a nego-
tiated solicitation) unless otherwise required
by law; and

(3) No attempt will be made by this service
provider to induce any other concern to sub-
mit or not to submit an offer for the purpose
of restricting competition.

§54.505 Discounts.

(a) Discount mechanism. Discounts for
eligible schools and libraries shall be
set as a percentage discount from the
pre-discount price.

(b) Discount percentages. The dis-
counts available to eligible schools and
libraries shall range from 20 percent to
90 percent of the pre-discount price for
all eligible services provided by eligible
providers, as defined in this subpart.
The discounts available to a particular
school, library, or consortium of only
such entities shall be determined by in-
dicators of poverty and high cost.

(1) For schools and school districts,
the level of poverty shall be measured
by the percentage of their student en-
rollment that is eligible for a free or
reduced price lunch under the national
school lunch program or a federally-ap-
proved alternative mechanism. School
districts applying for eligible services
on behalf of their individual schools
may calculate the district-wide per-
centage of eligible students using a
weighted average. For example, a
school district would divide the total
number of students in the district eli-
gible for the national school lunch pro-
gram by the total number of students
in the district to compute the district-
wide percentage of eligible students.
Alternatively, the district could apply
on behalf of individual schools and use
the respective percentage discounts for
which the individual schools are eligi-
ble.

(2) For libraries and library con-
sortia, the level of poverty shall be
based on the percentage of the student
enrollment that is eligible for a free or
reduced price lunch under the national
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school lunch program or a federally-ap-
proved alternative mechanism in the
public school district in which they are
located. If the library is not in a school
district then its level of poverty shall
be based on an average of the percent-
age of students eligible for the national
school lunch program in each of the
school districts that children living in
the library’s location attend. Library
systems applying for discounted serv-
ices on behalf of their individual
branches shall calculate the system-
wide percentage of eligible families
using an unweighted average based on
the percentage of the student enroll-
ment that is eligible for a free or re-
duced price lunch under the national
school lunch program in the public
school district in which they are lo-
cated for each of their branches or fa-
cilities.

(3) The Administrator shall classify
schools and libraries as “urban” or
“rural” based on location in an urban or
rural area, according to the following
desigantions.

(i) Schools and libraries located in
metropolitan counties, as measured by
the Office of Management and Budget’s
Metropolitan Statistical Area method,
shall be designated as urban, except for
those schools and libraries located
within metropolitan counties identi-
fied by census block or tract in the
Goldsmith Modification.

(ii) Schools and libraries located in
non-metropolitan counties, as meas-
ured by the Office of Management and
Budget’s Metropolitan Statistical Area
method, shall be designated as rural.
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Schools and libraries located in rural
areas within metropolitan counties
identified by census block or tract in
the Goldsmith Modification shall also
be designated as rural.

(4) School districts, library systems,
or other billed entities shall calculate
discounts on supported services de-
scribed in §54.502 or other supported
special services described in §54.503
that are shared by two or more of their
schools, libraries, or consortia mem-
bers by calculating an average based on
the applicable discounts of all member
schools and libraries. School districts,
library systems, or other billed entities
shall ensure that, for each year in
which an eligible school or library is
included for purposes of calculating the
aggregate discount rate, that eligible
school or library shall receive a propor-
tionate share of the shared services for
which support is sought. For schools,
the average discount shall be a weight-
ed average of the applicable discount of
all schools sharing a portion of the
shared services, with the weighting
based on the number of students in
each school. For libraries, the average
discount shall be a simple average of
the applicable discounts to which the
libraries sharing a portion of the
shared services are entitled.

(c) Matrix. The Administrator shall
use the following matrix to set a dis-
count rate to be applied to eligible
interstate services purchased by eligi-
ble schools, school districts, libraries,
or library consortia based on the insti-
tution’s level of poverty and location
in an “urban” or “rural” area.

Schools and Libraries discount matrix

Discount level

How disadvantaged?

% of students eligible for national school lunch program

Urban discount Rural discount

...... 20 25
...... 40 50
50 60
60 70
80 80
920 920

(d) [Reserved]

(e) Interstate and intrastate services.
Federal universal service support for
schools and libraries shall be provided
for both interstate and intrastate serv-
ices.

(1) Federal universal service support
under this subpart for eligible schools
and libraries in a state is contingent
upon the establishment of intrastate
discounts no less than the discounts
applicable for interstate services.
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(2) A state may, however, secure a
temporary waiver of this latter re-
quirement based on unusually compel-
ling conditions.

(f) State support. Federal universal
service discounts shall be based on the
price of a service prior to the applica-
tion of any state provided support for
schools or libraries.

[62 FR 32948, June 17, 1997, as amended at 62
FR 41304, Aug. 1, 1997; 63 FR 2130, Jan. 13,
1998; 63 FR 70572, Dec. 21, 1998]

§54.506 Internal connections.

(a) A service is eligible for support as
a component of an institution’s inter-
nal connections if such service is nec-
essary to transport information within
one or more instructional buildings of
a single school campus or within one or
more non-administrative buildings
that comprise a single library branch.
Discounts are not available for internal
connections in non-instructional build-
ings of a school or school district, or in
administrative buildings of a library,
to the extent that a library system has
separate administrative buildings, un-
less those internal connections are es-
sential for the effective transport of in-
formation to an instructional building
of a school or to a non-administrative
building of a library. Internal connec-
tions do not include connections that
extend beyond a single school campus
or single library branch. There is a re-
buttable presumption that a connec-
tion does not constitute an internal
connection if it crosses a public right-
of-way.

(b) Basic maintenance services. Basic
maintenance services shall be eligible
as an internal connections service if,
but for the maintenance at issue, the
internal connection would not function
and serve its intended purpose with the
degree of reliability ordinarily pro-
vided in the marketplace to entities re-
ceiving such services. Basic mainte-
nance services do not include services
that maintain equipment that is not
supported or that enhance the utility
of equipment beyond the transport of
information, or diagnostic services in
excess of those necessary to maintain
the equipment’s ability to transport in-
formation.

(c) Frequency of discounts for internal
connections services. Each eligible
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school or library shall be eligible for
support for internal connections serv-
ices, except basic maintenance serv-
ices, no more than twice every five
funding years. For the purpose of de-
termining eligibility, the five-year pe-
riod begins in any funding year, start-
ing with Funding Year 2005, in which
the school or library receives dis-
counted internal connections services
other than basic maintenance services.
If a school or library receives internal
connections services other than basic
maintenance services that are shared
with other schools or libraries (for ex-
ample, as part of a consortium), the
shared services will be attributed the
school or library in determining wheth-
er it is eligible for support.

[69 FR 6191, Feb. 10, 2004]

§54.507 Cap.

(a) Amount of the annual cap. The an-
nual funding cap on federal universal
service support for schools and librar-
ies shall be $2.25 billion per funding
year. All funding authority for a given
funding year that is unused in that
funding year shall be carried forward
into subsequent funding years for use
in accordance with demand. All funds
collected that are unused shall be ap-
plied to stabilize universal service con-
tributions in accordance with the pub-
lic interest and consistent with
§54.709(b) for no more than three quar-
ters, beginning with third quarter 2002.
Beginning no later than second quarter
2003, all funds collected that are unused
shall be carried forward into subse-
quent funding years for use in the
schools and libraries support mecha-
nism in accordance with the public in-
terest and notwithstanding the annual
cap.

(1) Amount of unused funds. The Ad-
ministrator shall report to the Com-
mission, on a quarterly basis, funding
that is unused from prior years of the
schools and libraries support mecha-
nism.

(2) Application of unused funds. On an
annual basis, in the second quarter of
each calendar year, all funds that are
collected and that are unused from
prior years shall be available for use in
the next full funding year of the
schools and libraries mechanism in ac-
cordance with the public interest and
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