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non-residential customers who are 
similarly situated to a particular 
school, library, or library consortium 
for similar services. 

Managed internal broadband services. 
A service is eligible for support as 
‘‘managed internal broadband services’’ 
if provided by a third party for the op-
eration, management, and monitoring 
of the eligible components of a school 
or library local area network (LAN) 
and/or wireless LAN. 

Master contract. A ‘‘master contract’’ 
is a contract negotiated with a service 
provider by a third party, the terms 
and conditions of which are then made 
available to an eligible school, library, 
rural health care provider, or consor-
tium that purchases directly from the 
service provider. 

Minor contract modification. A ‘‘minor 
contract modification’’ is a change to a 
universal service contract that is with-
in the scope of the original contract 
and has no effect or merely a negligible 
effect on price, quantity, quality, or 
delivery under the original contract. 

National school lunch program. The 
‘‘national school lunch program’’ is a 
program administered by the U.S. De-
partment of Agriculture and state 
agencies that provides free or reduced 
price lunches to economically dis-
advantaged children. A child whose 
family income is between 130 percent 
and 185 percent of applicable family 
size income levels contained in the 
nonfarm poverty guidelines prescribed 
by the Office of Management and Budg-
et is eligible for a reduced price lunch. 
A child whose family income is 130 per-
cent or less of applicable family size in-
come levels contained in the nonfarm 
income poverty guidelines prescribed 
by the Office of Management and Budg-
et is eligible for a free lunch. 

Pre-discount price. The ‘‘pre-discount 
price’’ means, in this subpart, the price 
the service provider agrees to accept as 
total payment for its telecommuni-
cations or information services. This 
amount is the sum of the amount the 
service provider expects to receive 
from the eligible school or library and 
the amount it expects to receive as re-
imbursement from the universal serv-
ice support mechanisms for the dis-
counts provided under this subpart. 

Secondary school. A ‘‘secondary 
school’’ means a secondary school as 
defined in 20 U.S.C. 7801(38), a non-prof-
it institutional day or residential 
school, including a public secondary 
charter school, that provides secondary 
education, as determined under state 
law except that the term does not in-
clude any education beyond grade 12. 

State telecommunications network. A 
‘‘state telecommunications network’’ 
is a state government entity that pro-
cures, among other things, tele-
communications offerings from mul-
tiple service providers and bundles 
such offerings into packages available 
to schools, libraries, or rural health 
care providers that are eligible for uni-
versal service support, or a state gov-
ernment entity that provides, using its 
own facilities, such telecommuni-
cations offerings to such schools, li-
braries, and rural health care pro-
viders. 

Voice services. ‘‘Voice services’’ in-
clude local phone service, long distance 
service, plain old telephone service 
(POTS), radio loop, 800 service, sat-
ellite telephone, shared telephone serv-
ice, Centrex, wireless telephone service 
such as cellular, interconnected voice 
over Internet protocol (VoIP), and the 
circuit capacity dedicated to providing 
voice services. 

Wide area network. For purposes of 
this subpart, a ‘‘wide area network’’ is 
a voice or data network that provides 
connections from one or more com-
puters within an eligible school or li-
brary to one or more computers or net-
works that are external to such eligible 
school or library. Excluded from this 
definition is a voice or data network 
that provides connections between or 
among instructional buildings of a sin-
gle school campus or between or among 
non-administrative buildings of a sin-
gle library branch. 

[63 FR 2128, Jan. 13, 1998, as amended at 68 
FR 36942, June 20, 2003; 76 FR 56302, Sept. 13, 
2011; 79 FR 49197, Aug. 19, 2014; 79 FR 68634, 
Nov. 18, 2014] 

§ 54.501 Eligible recipients. 
(a) Schools. (1) Only schools meeting 

the statutory definition of ‘‘elemen-
tary school’’ or ‘‘secondary school’’ as 
defined in § 54.500 of this subpart, and 
not excluded under paragraphs (a)(2) or 
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(3) of this section shall be eligible for 
discounts on telecommunications and 
other supported services under this 
subpart. 

(2) Schools operating as for-profit 
businesses shall not be eligible for dis-
counts under this subpart. 

(3) Schools with endowments exceed-
ing $50,000,000 shall not be eligible for 
discounts under this subpart. 

(b) Libraries. (1) Only libraries eligi-
ble for assistance from a State library 
administrative agency under the Li-
brary Services and Technology Act 
(Pub. L. 104–208) and not excluded 
under paragraphs (b)(2) or (3) of this 
section shall be eligible for discounts 
under this subpart. 

(2) A library’s eligibility for uni-
versal service funding shall depend on 
its funding as an independent entity. 
Only libraries whose budgets are com-
pletely separate from any schools (in-
cluding, but not limited to, elementary 
and secondary schools, colleges, and 
universities) shall be eligible for dis-
counts as libraries under this subpart. 

(3) Libraries operating as for-profit 
businesses shall not be eligible for dis-
counts under this subpart. 

(c) Consortia. 
(1) For consortia, discounts under 

this subpart shall apply only to the 
portion of eligible telecommunications 
and other supported services used by 
eligible schools and libraries. 

(2) Service providers shall keep and 
retain records of rates charged to and 
discounts allowed for eligible schools 
and libraries—on their own or as part 
of a consortium. Such records shall be 
available for public inspection. 

[62 FR 32948, June 17, 1997, as amended at 63 
FR 2129, Jan. 13, 1998; 68 FR 36942, June 20, 
2003; 75 FR 75411, Dec. 3, 2010; 76 FR 56302, 
Sept. 13, 2011; 79 FR 49198, Aug. 19, 2014; 79 FR 
68634, Nov. 18, 2014] 

§ 54.502 Eligible services. 
(a) Supported services. All supported 

services are listed in the Eligible Serv-
ices List as updated annually in ac-
cordance with paragraph (d) of this sec-
tion. The services in this subpart will 
be supported in addition to all reason-
able charges that are incurred by tak-
ing such services, such as state and fed-
eral taxes. Charges for termination li-
ability, penalty surcharges, and other 

charges not included in the cost of tak-
ing such service shall not be covered by 
the universal service support mecha-
nisms. The supported services fall 
within the following general cat-
egories: 

(1) Category one. Telecommunications 
services, telecommunications, and 
Internet access, as defined in § 54.5 and 
described in the Eligible Services List 
are category one supported services. 

(2) Category two. Internal connec-
tions, basic maintenance and managed 
internal broadband services as defined 
in § 54.500 and described in the Eligible 
Services List are category two sup-
ported services. 

(b) Funding years 2015–2019. Libraries, 
schools, or school districts with 
schools that receive funding for cat-
egory two services in any of the fund-
ing years between 2015 and 2019 shall be 
eligible for support for category two 
services pursuant to paragraphs (b)(1) 
through (6) of this section. 

(1) Five-year budget. Each eligible 
school or library shall be eligible for a 
budgeted amount of support for cat-
egory two services over a five-year 
funding cycle beginning the first fund-
ing year support is received. Excluding 
support for internal connections re-
ceived prior to funding year 2015, each 
school or library shall be eligible for 
the total available budget less any sup-
port received for category two services 
in the prior funding years of that 
school’s or library’s five-year funding 
cycle. The budgeted amounts and the 
funding floor shall be adjusted for in-
flation annually in accordance with 
§ 54.507(a)(2). 

(2) School budget. Each eligible school 
shall be eligible for support for cat-
egory two services up to a pre-discount 
price of $150 per student over a five- 
year funding cycle. Applicants shall 
provide the student count per school, 
calculated at the time that the dis-
count is calculated each funding year. 
New schools may estimate the number 
of students, but shall repay any sup-
port provided in excess of the max-
imum budget based on student enroll-
ment the following funding year. 

(3) Library budget. Each eligible li-
brary shall be eligible for support for 
category two services, up to a pre-dis-
count price of $2.30 per square foot over 
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