
178 

47 CFR Ch. I (10–1–15 Edition) § 54.505 

price for the eligible portion must be 
the most cost-effective means of re-
ceiving the eligible service. 

(2) Ancillary ineligible components. If a 
product or service contains ineligible 
components that are ancillary to the 
eligible components, and the product 
or service is the most cost-effective 
means of receiving the eligible compo-
nent functionality, without regard to 
the value of the ineligible component, 
costs need not be allocated between the 
eligible and ineligible components. Dis-
counts shall be provided on the full 
cost of the product or service. An ineli-
gible component is ‘‘ancillary’’ if a 
price for the ineligible component can-
not be determined separately and inde-
pendently from the price of the eligible 
components, and the specific package 
remains the most cost-effective means 
of receiving the eligible services, with-
out regard to the value of the ineligible 
functionality. 

(3) The Administrator shall utilize 
the cost allocation requirements of 
this paragraph in evaluating mixed eli-
gibility requests under paragraph (e)(1) 
of this section. 

(f) Filing of FCC Form 473. All service 
providers eligible to provide tele-
communications and other supported 
services under this subpart shall sub-
mit annually a completed FCC Form 
473 to the Administrator. The FCC 
Form 473 shall be signed by an author-
ized person and shall include that per-
son’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 con-
sultation, communication, or agree-
ment with any other offeror or compet-
itor relating to those prices, the inten-
tion to submit 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 service provider, di-
rectly or indirectly, to any other offer-
or or competitor before bid opening (in 
the case of a sealed bid solicitation) or 
contract award (in the case of a nego-

tiated solicitation) unless otherwise re-
quired by law; and 

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

(4) The service provider listed on the 
FCC Form 473 certifies that the in-
voices that are submitted by this Serv-
ice Provider to the Billed Entity for re-
imbursement pursuant to Billed Entity 
Applicant Reimbursement Forms (FCC 
Form 472) are accurate and represent 
payments from the Billed Entity to the 
Service Provider for equipment and 
services provided pursuant to E-rate 
program rules. 

(5) The service provider listed on the 
FCC Form 473 certifies that the bills or 
invoices issued by this service provider 
to the billed entity are for equipment 
and services eligible for universal serv-
ice support by the Administrator, and 
exclude any charges previously 
invoiced to the Administrator by the 
service provider. 

[79 FR 49199, Aug. 19, 2014, as amended at 79 
FR 68634, Nov. 18, 2014; 80 FR 5989, Feb. 4, 
2015] 

EFFECTIVE DATE NOTES: At 79 FR 49199, 
Aug. 19, 2014, § 54.504 was revised. However, 
paragraphs (f)(4) and (f)(5) will become effec-
tive July 1, 2016. 

2. At 80 FR 5989, Feb. 4, 2015, § 54.504 was 
amended by revising paragraph (a)(1)(iii). 
However, this paragraph contains informa-
tion collection and recordkeeping require-
ments and will not become effective until ap-
proval has been given by the Office of Man-
agement and Budget. 

§ 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 based on 
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the percentage of the student enroll-
ment that is eligible for a free or re-
duced price lunch under the national 
school lunch program or a federally-ap-
proved alternative mechanism. School 
districts shall divide the total number 
of students eligible for the National 
School Lunch Program within the 
school district by the total number of 
students within the school district to 
arrive at a percentage of students eligi-
ble. This percentage rate shall then be 
applied to the discount matrix to set a 
discount rate for the supported services 
purchased by all schools within the 
school district. Independent charter 
schools, private schools, and other eli-
gible educational facilities should cal-
culate a single discount percentage 
rate based on the total number of stu-
dents under the control of the central 
administrative agency. 

(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 
school lunch program or a federally-ap-
proved alternative mechanism in the 
public school district in which they are 
located and should use that school dis-
trict’s level of poverty to determine 
their discount rate when applying as a 
library system or as an individual li-
brary outlet within that system. When 
a library system has branches or out-
lets in more than one public school dis-
trict, that library system and all li-
brary outlets within that system 
should use the address of the central 
outlet or main administrative office to 
determine which school district the li-
brary system is in, and should use that 
school district’s level of poverty to de-
termine its discount rate when apply-
ing as a library system or as one or 
more library outlets. If the library is 
not in a school district, then its level 
of poverty shall be based on an average 
of the percentage of students eligible 
for the national school lunch program 
in each of the school districts that 

children living in the library’s location 
attend. 

(3) The Administrator shall classify 
schools and libraries as ‘‘urban’’ or 
‘‘rural’’ according to the following des-
ignations. 

(i) The Administrator shall designate 
a school or library as ‘‘urban’’ if the 
school or library is located in an ur-
banized area or urban cluster area with 
a population equal to or greater than 
25,000, as determined by the most re-
cent rural-urban classification by the 
Bureau of the Census. The Adminis-
trator shall designate all other schools 
and libraries as ‘‘rural.’’ 

(4) School districts, library systems, 
or other billed entities shall calculate 
discounts on supported services de-
scribed in § 54.502(a) that are shared by 
two or more of their schools, libraries, 
or consortia members by calculating 
an average discount based on the appli-
cable district-wide 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 cal-
culating the aggregate discount rate, 
that eligible school or library shall re-
ceive a proportionate share of the 
shared services for which support is 
sought. For schools, the discount shall 
be a simple average of the applicable 
district-wide percentage for all schools 
sharing a portion of the shared serv-
ices. For libraries, the average dis-
count shall be a simple average of the 
applicable discounts to which the li-
braries sharing a portion of the shared 
services are entitled. 

(c) Matrices. Except as provided in 
paragraph (d) of this section, the Ad-
ministrator shall use the following 
matrices to set discount rates to be ap-
plied to eligible category one and cat-
egory two services purchased by eligi-
ble schools, school districts, libraries, 
or consortia based on the institution’s 
level of poverty and location in an 
‘‘urban’’ or ‘‘rural’’ area. 
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% of students eligible for National School Lunch Program 

Category one schools and 
libraries discount matrix 

Category two schools and 
libraries discount matrix 

Discount level Discount level 

Urban 
discount 

Rural 
discount 

Urban 
discount 

Rural 
discount 

< 1 ......................................................................................... 20 25 20 25 
1–19 ...................................................................................... 40 50 40 50 
20–34 .................................................................................... 50 60 50 60 
35–49 .................................................................................... 60 70 60 70 
50–74 .................................................................................... 80 80 80 80 
75–100 .................................................................................. 90 90 85 85 

(d) Voice Services. Discounts for cat-
egory one voice services shall be re-
duced by 20 percentage points off appli-
cant discount percentage rates for each 
funding year starting in funding year 
2015, and reduced by an additional 20 
percentage points off applicant dis-
count percentage rates each subse-
quent funding year. 

(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 75414, 
Dec. 3, 2010; 79 FR 49201, Aug. 19, 2014; 79 FR 
68634, Nov. 18, 2014; 80 FR 5989, Feb. 4, 2015] 

EFFECTIVE DATE NOTE: At 80 FR 5989, Feb. 
4, 2015, § 54.505 was amended by revising para-
graphs (b) introductory text, (c) and (f) effec-
tive July 1, 2016. For the convenience of the 
user, the revised text is set forth as follows: 

§ 54.505 Discounts. 

* * * * * 

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

(c) Matrices. Except as provided in para-
graphs (d) and (f) of this section, the Admin-
istrator shall use the following matrices to 
set discount rates to be applied to eligible 
category one and category two services pur-
chased by eligible schools, school districts, 
libraries, or consortia based on the institu-
tion’s level of poverty and location in an 
‘‘urban’’ or ‘‘rural’’ area. 

Category one schools and 
libraries discount matrix 

Category two schools and 
libraries discount matrix 

Discount level Discount level 

% of students eligible for national school lunch program Urban 
discount 

Rural 
discount 

Urban 
discount 

Rural 
discount 

< 1 ......................................................................................................... 20 25 20 25 
1–19 ...................................................................................................... 40 50 40 50 
20–34 .................................................................................................... 50 60 50 60 
35–49 .................................................................................................... 60 70 60 70 
50–74 .................................................................................................... 80 80 80 80 
75–100 .................................................................................................. 90 90 85 85 
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* * * * * 

(f) Additional discounts for State matching 
funds for special construction. Federal uni-
versal service discounts shall be based on the 
price of a service prior to the application of 
any state-provided support for schools or li-
braries. When a governmental entity de-
scribed below provides funding for special 
construction charges for networks that meet 
the long-term connectivity targets for the 
schools and libraries universal service sup-
port program, the Administrator shall match 
the governmental entity’s contribution as 
provided for below: 

(1) All E-rate applicants. When a State gov-
ernment provides funding for special con-
struction charges for a broadband connection 
to a school or library the Administrator 
shall match the State’s contribution on a 
one-dollar-to-one-dollar basis up to an addi-
tional 10 percent discount, provided however 
that the total support from federal universal 
service and the State may not exceed 100 per-
cent. 

(2) Tribal schools. When a State govern-
ment, Tribal government, or federal agency 
provides funding for special construction 
charges for a broadband connection to a 
school operated by the Bureau of Indian Edu-
cation or by a Tribal government, the Ad-
ministrator shall match the governmental 
entity’s contribution on a one-dollar-to-one- 
dollar basis up to an additional 10 percent 
discount, provided however that the total 
support from federal universal service and 
the governmental entity may not exceed 100 
percent. 

(3) Tribal libraries. When a State govern-
ment, Tribal government, or federal agency 
provides funding for special construction 
charges for a broadband connection to a li-
brary operated by Tribal governments, the 
Administrator shall match the governmental 
entity’s contribution on a one-dollar-to-one- 
dollar basis up to an additional 10 percent 
discount, provided however that the total 
support from federal universal service and 
the governmental entity may not exceed 100 
percent. 

§ 54.506 [Reserved] 

§ 54.507 Cap. 

(a) Amount of the annual cap. The ag-
gregate annual cap on federal universal 
service support for schools and librar-
ies shall be $3.9 billion per funding 
year, of which $1 billion per funding 
year will be available for the category 
two services, as described in 
§ 54.502(a)(2), unless demand for cat-
egory one services is higher than avail-
able funding. 

(1) Inflation increase. In funding year 
2016 and subsequent funding years, the 
$3.9 billion funding cap on federal uni-
versal service support for schools and 
libraries shall be automatically in-
creased annually to take into account 
increases in the rate of inflation as cal-
culated in paragraph (a)(2) of this sec-
tion. 

(2) 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. 

(3) 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 an-
nouncing any increase of the annual 
funding cap including any increase to 
the $1 billion funding level available 
for category two services based on the 
rate of inflation. 

(4) Filing window requests. At the 
close of the filing window, if requests 
for category one services are greater 
than the available funding, the Admin-
istrator shall shift category two funds 
to provide support for category one 
services. If available funds are suffi-
cient to meet demand for category one 
services, the Administrator, at the di-
rection of the Wireline Competition 
Bureau, shall direct the remaining ad-
ditional funds to provide support for 
category two requests. 

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