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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 

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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