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discount rate, that eligible school or li-
brary shall receive a proportionate
share of the shared services for which
support is sought. For schools, the av-
erage discount shall be a weighted av-
erage 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 appli-

§54.507

cable 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

£S5 OO SO O OO OUOO OO EERRO 20 25
e £ OO OO OO OSSO 40 50
20734 o 50 60
85749 o 60 70
50-74 ..... 80 80
TE=100 ..o 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.

(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; 75 FR 175414,
Dec. 3, 2010]

§54.506 [Reserved]

§54.507 Cap.

(a) Amount of the annual cap. In fund-
ing year 2010 and subsequent funding
years, the $2.25 billion funding cap on
federal universal service support for
schools and libraries shall be automati-
cally increased annually to take into
account increases in the rate of infla-

tion as calculated in paragraph (a)(1) of
this section.

(1) Increase calculation. To measure
increases in the rate of inflation for
the purposes of this paragraph (a), the
Commission shall use the Gross Domes-
tic Product Chain-type Price Index
(GDP-CPI). To compute the annual in-
crease as required by this paragraph
(a), the percentage increase in the
GDP-CPI from the previous year will
be used. For instance, the annual in-
crease in the GDP-CPI from 2008 to 2009
would be used for the 2010 funding year.
The increase shall be rounded to the
nearest 0.1 percent by rounding 0.05
percent and above to the next higher
0.1 percent and otherwise rounding to
the next lower 0.1 percent. This per-
centage increase shall be added to the
amount of the annual funding cap from
the previous funding year. If the yearly
average GDP-CPI decreases or stays
the same, the annual funding cap shall
remain the same as the previous year.

(2) Public notice. When the calculation
of the yearly average GDP-CPI is de-
termined, the Wireline Competition
Bureau shall publish a public notice in
the FEDERAL REGISTER within 60 days
announcing any increase of the annual
funding cap based on the rate of infla-
tion.

(3) Amount of unused funds. All funds
collected that are unused shall be car-
ried forward into subsequent funding
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