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ABSTRACT

The Telecommunications Act of 1996 constitutes a major
overhaul of telecommunications law and will have a major impact on rural
residents, communities, schools, libraries, and hospitals. This paper
presents 68 key points from the Federal Communication Commission's Universal
Service Report and Order, Section X: Schools and Libraries, which contains
recommendations for implementation of the Telecommunications Act of 1996.
Areas covered are how much of a discount schools and libraries will receive
on telecommunications services; what telecommunications services and hardware
are eligible for discounts; to what extcent thoce services can be "bundled”;
the role of the states in the discount program; whether individual schools,
districts, consortia, or entire states can apply for discounts; requirements
for competitive bidding; factors besides price to be considered in selecting
a bid; requirements of telecommunications carriers to provide service at the
lowest corresponding price; clarification of definitions of "lowest
corresponding price" and "rural"; relationship of cost-of-service area to
discount levels; mechanisms for determining the level of poverty for purposes
of the universal service discount program; calculating a library's level of
poverty; the relationship of the level of annual spending of the Universal
Service Fund to the next year's funding availability; the eligibility of
previously negotiated contracts for discounts; technology
inventory-assessment requirements; and the date that funding for the discount
program will start. A schools and libraries discount matrix is included that
indicates urban and rural discounts at various poverty levels. (TD)
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Keypomts from the FCC’s Umversal Serv1ce Report and Order -
R Sectlon X Schools and Libraries T _
‘ May 8 1997

425 ‘A]l ellglble schools and llbranes w1ll recelve d1scounts of between 20 90% onall
= - telecommunications services, Internet access, ‘and'internal connectlons prov1ded by
: ~telecommumcatlons carriers subject toa, $2 25 bllllon annual cap :

ED 410 081

.jl432 . "Schools: and llbranes are free to- choose the telecommumcauons serwces for Wthh they
e ‘w1ll receive dlscounts : - =

9434 .- o Schools- and llbranes may select from any commerc1ally ava.rlable telecommumcatlons

. - service .. . L . SR : L : :

B 9434 - '~Any state prefernng © target a narrower or broader set of serv1ces may make state
SRR funds avallable to schools or llbranes that purchase these services. .- C

S 9443 T The schools and libraries d1scount program will only become effect1ve in states that set ,
T . 1ntrastate dlscounts that match the 1nterstate d1scounts o e S

L4450 Schools and l1brar1es are gra.nted d1scounts on access to the Intemet but not on separate
' - ° . charges for'propriétary content or other information services. - They are not permitted to
. purchase a discounted package including “content” and “conduit” (access) to the -
Internet, unless the bundled package includes minimal content and 1t isa more cost-
effectlve altematlve than purchas1ng condult alone - :

oq446. O If it is more cost-éffective o purchase Intemet access prov1ded bya telecommumcatlons R
' .. _‘carrierthat bundles a ninimal amount of content with Internet access, a school or.
library may purchase that bundled package and receive support for that poruon of the o
package pnce that represents- the pnce of access alone. -~ . -

9449 S Any telecommummtlons or mformatlon service: prov1der--even one that does not -
Co - . qualify as'an “eligible telecommunications carrier” for purposes of universal service - - -
--may be el1g1ble for support for serv1ces prov1ded to schools and llbranes e

. ,.314:50'_ ,'--:Installatlon and malntenance of internal' school and llbrary connectlons 1 e., 1nside .
C wmng are specrﬁcally 1ncludedasd1scountable serv1ces : o .

K §I458 - »W1reless and ‘wired technologles are equally ehglble for the dlscount program The . B
e school/llbrary determines the transmlss1on mode :

9460 - | g Discotints can be provxded for networkmg equlpment whrch is needed to transport
-~ information to individual classrooms. This includes items such as routers, hubs,
R network file servers, and wireless LANs xncludlng the1r 1nstallatron and basic
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9467

3467

468

9476/
7478

. g481

."51484' o . It is required that a mmer offer services to eligible schools and libraries at a pnce no

hwher than the lowest nnce it charoeq to srmrlarlv situated nnn-reqrdentml mmtnmprq for

,._548.5‘
. 9487

9487

\ 151488

9496

'mamtenance Opemtmg software for file servers is also mcluded as adiscountable
. item. Personal computers (unless used as a file servér), modems tax machlnes--and
~ asbestos removal--are spec1f1callv e'(cluded

Schools ‘and llbranes are requlred to seek competitive brds for all services ellgxble for

: 'drscounts

The pre-dlscount price is the pnce for serv1ces cha.rged to schools and llbrarles prior to
the appllcatlon ofa dlscount :

 Atrigger mechamsm allows for a hold t be put on Umversal Servrce Funds at the

int at which $2 billion in e*(pendltures are approved Priority rules would cover the

‘ avmlablllty of the remamlng $250 M

Schools and hbranes are encouraged o aggregate thexr demand through

- the creation of consortiums (§476), however, only consortia including other ellglble

schools and libraries, rural heaith care providers, and public sector ( governmental) .

" customers are eligible for discounts. Eligible schools and libraries participating in

consortia that include ineligible private sector members will not be eligible to recelve'

. USF discounts unless the pre-discount prices “of any interstate services that such -
-consortia receive from ILECs are generally tariffed rates.. This exception allows for the -
ellglblllty of state networks, for 1nstance to recelve drscounts 9478 :

Price should be the pnmary (but not sole) factor in selectmg a bid. Other factors mlght o
include prior experience, including past performance; personnel qualifications, A

* including technical excellence; management capability, including schedule compllance
i and env1ronmental objectrves Cost-effectlveness should be insured

: s1mrlar services. Thls is called the "lowest correspondlng pnce

. The]l lowest correspondrng pnce is the upper limit on the pnce (under conuact or under

tariff) that carriers can charge schools and libraries-in competitive or non-competitive -

~-markets. Eligible schools and libraries can take advantage of any cost-based rates that oL
~_ other customers may have negotlated with carriers. . o

' Geographlc service area is defined as the area in whxch a telecommumcnuons carmier is.
- seeking to serve customers with any of its services . Telecommunications carriers are

required to offer schools and libraries services at their lowest correspondlng pnces

: throughout the1r geographlc servrce area.

As a condition of receiving support carriers are requrred to cemfy that the pnce they
- offer to schools and libraries is no greater than the lowest corresponding price based on

the prlces the carrler has prev10usly charged oris currently charglng in the market. -

A provider of telecommumcauons services, Internet access; or'intérnal connectlons
" need not offer the same lowest corresponding price to different schools and libraries in

the same geographlc service area if they are not srmllarly situated and subscnbxng toa

' srmllar set of services.

The May & Order affirins that percentage dlscount levels should be more sensrtrve o _
how dlsadvantaged a school or llbrary is than whether itis located ina h1gh cost service

.area. ..
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9494

| 9504
9510
L4515

* the average of the percentage of students eligible for the school lunch program in each
of the dlstrlcts in whxch the town s chlldren attend school .

o gs20

Althouah the drscount matnces adopted do not make thé pnces schools and lrbranes
pay for - telecommunications services in high and low cost areas identical, the Order
found that the matrices distributed substantially. more funds, particularly on a per-caplta

. basis, to reduce prices paid by schools and libraries in areas with higher -
telecommunications prices than they do to reduce prices in areas in which such prices
* are already relatively low. The greater price reduction in terms of total dollar amounts .
~ for schools and libraries in high cost areas results primarily because the discount rates
- are based 6n percentages that lead proportionally-to more f unds- flowmg to those
' schools and llbrarles fac1ng proporuonally h1gher pnces .

- The FCC. concludes that “the addltlonal support for schools and llbranes in h1gh cost o
. -.areas provided in the matrices we adopt is appropnate and necessary- to ensure - '
. affordable access to schools and llbranes , A

- The use of ARMIS/NECA data in deterrmmng the breakdown for low, mid-, and hxgh e

~cost areas was abandened in favor of a-simple urban-rural-dichotomy where high cost -~ -

" "schools and libraries are defined as those located in rural areas and low-cost schools are K
deﬁned as those located in urban areas. - - :

: For purposes of the dlscount program rural schools are deﬁned as those in count1es -
located outside a Metropolitan Statistical Area, adjusted by the most currently available .

Goldsrmth MOdlficathl'l wh1ch identifies rural areas within large metropolltan countles.v E

. A school may use either an actual count of students ellglble for the nahonal school | ,

lunch program or federally-approved alternatlve mechanisms contained in Title I

. (IASA)to detenmne the level of poverty for purposes of the umversal service d1scount '
L ,program : .

9513 : ‘A llbrary s level of poverty will be calculated on the basis of school lunch e11g1b111ty in:

o the pubhc school d1stnct in whxch the llbra.rv is located

Where a llbrary is located ina town W1thout a school the llbrary would base 1ts data on

L 'The Schools and L1branes Dlscount Matnx is as follows

g ‘D‘isc0unt I.evel'_ =

T

How D1sadvantaged" R ‘.' ;;»Urban " Rural

%ofstudents ellglble fornatlonal - .Est1mated% _: e (Y ] (%)
school lunch program_ D of US schools - | N -

Discount - - | - Discount |

in category . .

<l T 3 e 200 ) T 25
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. 2034 - 2 19¢ 150 - | 60

3549 .. - 15 | 60 | . 70
5074 . 16 - - 8. | 80
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S35
9538
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" 9536
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9545

9550

: The procurement olﬁcer for each school district or state appltcant must certify’ to the _
~ universal service administrator the percentage of stidents in each of. 1ts schools that is

eligible for the nauonal school lunch program.

The school distnct or state may decide to compute the dlscounts on an 1nd1v1dual school :
. basis or it may decide to compute.an average discount; in either case, the state or school - =~
* district shall strive to ensure that. each school recetves the full beneﬁt of the dtscount to

) whtch itis entitled. : : : '

leranes will be able to compute dlscounts on e1ther an 1nd1v1dual branch basrs o

based on an-average of all branches w1th1n the system '

and libraries, the unspent funds will be available to support discounts for schools and

libraries in subsequent years; except for the penod of January 1 - June 30, 1998,in . . -
- which the administrator will only collect as much as requ1red by demand but i 1n nG.case
- more than $ lB ' . . .

If less than $2 ZSB is spent in calendar year- 1998 then no, more than. half of the unused"‘

portlon shall be spent in calendar year 1999. Sltmlarly, if the’ amount allocated in -

RS calendar years 1998 and 1999 is not spent, no more than half of the unused portlon for -' .
. these two years W1ll be spent 1n calendar year 2000. '

‘The admtmstrator w1ll be dtrected to: collect $100 tmllton per month for the ftrst three B ~
‘months of 1998 and to adjust future contnbutxon assessments quarterly R

Fundtng requests w1ll be accepted begmmng on July 1 for the follow1ng year

The admtmstrator will uack non- recurrmg expendltures for eltgxble schools and
libraries, such ac for internal connection services, and recurring flat-rate charges for RS

telecommunlcattons services, plus the estimated vanable usage charges. The
administrator will then measure ﬁnanc1a1 commitments agamst the: fundtng caps and
tngger pornts ' : :

If the adnumstrator estimates that the $2. 25 bllllOl’l mp will be reached for the current

~ funding year, it shall recommeénd to the FCC a reduction in' the guaranteed: percentage -
(except those in the two most disadvantaged categories) necessary to permtt all expected -

3 requests in-the. next f undlng year to be fully funded ' ‘

At the pornt that only $250 Min umversal service funds are avatlable in'a given funding- -
year, only those schools and libraries that are most economtcally disadvantaged and

© have not yet received discounts from the USF in the prev1ous year would be granted

guaranteed funds, until the cap is reached

_Wlule eltgxble schools and llbtanes should be able to enter into prepald/multt-year
- contracts the admlmstrator will only commit funds to cover the current fund1ng year.

Schools and libraries will be able to receive d1scounts on contracts negotlated pnor o

" the Joint Board’s recommendation (November 8, 1996) Such contracts cannot be
‘ 'voluntarlly e‘{tended without reb1dd1ng : .

Discounts wrll be prov1ded through the Untveral Service Fund for eltgxble schools and

libraries on both interstate and intrastate services. States will be required-to-.
“ establish intrastate discounts at least equal to the dtscounts on 1nterstate services as a’
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'ﬂ552 '

g5

9562

9551 -
L B schools and to fund that support through 1ntrastate support mechamsms

. g551

s
- . " .library administrative agency under the Ltbrary Serwces and Technology Act and must’

.

, 'condltlon of federal umversal service support tor schools and llbranes m that state.

States are penmtted to prov1de greater discounts or dlscounts for additional services for -

’States may choose to promblt schools and llbranes from- purchasmg services at specxal
- state-supported- rates if the schools/llbrarles 1ntend to secure federal supported

dtscounts

_Tobe ellg1ble schools and libraries must meet the statutory definition of an elementary ,
- or secondary school found in'the Elementary and Secondary Education Act of 1965,

must not operate as a. for proﬁt bus1ness and must not have an endowment e‘{ceedlng

. _$50mllllon -

To be ellgtble a library or llbrary consoruum must be ehgtble for assistance from a State
not operate as a for-proﬁt business. . N ‘ , e

Dtscounted services must be used for “educattonal purposes

N s

: Because institutions of hi gher education are not eltglble for umversal service support L
an-academic library will be eligible- only.if i its fundlng is. 1ndependent of the fundmg of - .
,any 1nst1tutlon of h1gher educatlon h

- 'Entmes not exphcxtly ellgtble for support should not be penmtted o gam el1g1b111ty for
R 'dlscounts by participating in consortla with those who are el1g1b1e ' ,

Telecommumcatlons services and network capacity prov1ded [to schools or llbranes at a *

* .. discount] may not be sold, resold, or otherwise transferred by, such user, in

9571

consideration formonev oranvotherthmgofvalue SRR L T

. The adm1mstrator after recelvmg recommendatlons submitted by the Department of
' lEducat:on will select a subcontractor to manage exclusively the application processfor -
- eligible schools-and libraries, including dissemination and review of applications for- . -

- . service and maintenance of the website on Whlch appllcatlons for serv1ce w1ll be posted L

9572

. for, competitive bidding by carriers.-

_ 'School and llbra.ty applications w111 be reqmred to include a technology
~ inventory/assessment, 1ncludmg,ata minimum,the following information:

- 7 (1) -the computer equipment currently available or budgeted for purchase for the . .- »

- current, next, or other future academic years, as well as whether the computers E
- have modems and, if so, what speed modems; '

.. (2)- the internal connections, if any, that the school or library alrw.dy has’in place or

- has'budgeted to install in the current, next, or future academic years, or any-
-specific plans relating to voluntary installation of internal connections; .

"(3) the computer software necessary to'communicate' with other computers over an

. internal network and over the public telecommunications network currently .
--available or budgeted for purchase for the current, next, or future academic years;

v,:(‘4) the experience of and training received by the relevant staff in the use of the.

equipment to be connected to the telecommunications network and training _
- programs for which funds are. commltted for'the current next, or future academlc
years; .

- (5) existing or. budgeted mamtenance contracts to maintain computers and-

6) the capac1tv of the school/ltbrary s elecmml system to, handle simultarieous . uses P
' ' 4 Page 5 ‘ ‘



Cogs1aT

Coes74
9575

9575

-'.Independent approval ot each appllcant S technologv plan wnll be requtred 1deallv bv a '
- state agencv that regulates schools orlibrafes. . - : _

_',Schools and llbranes will be requtred to cemfy that thev have f unds comrmtted for the
_current fundtng year to meet the1r fmancxal obllgauons set out 1n thetr technology plans.

o Appllcatlons w111 be requ1red to descnbe the services that the schools and 11brar1es seek o XA
. to purchase in suff1c1ent detatl to. enable potentlal prov1ders to formulate bids. = " .-

.. Once the subcontractor selected by the admrmstrator receives an appllcatlon and ﬁnds it
- -‘complete the. subcontractor will post the apphcatton mcludlng the descnptlon of the, R
' services sought ©n a website for all potential competmg service prowders to rev1ew and R
S _'subm1t b1ds in response as 1f thev were requests for proposals (RFPs) g '

e Whlle schools and libraries may submtt fonnal and detailed RFPs to be posted they
' will also be permitted tosubmit less formal descriptions of services, provided suf ﬁc1ent
. detail'is 1ncluded to allow prowders to reasonably evaluate the requests and subm1t .

B b1ds

"\'Schools and ltbranes w1ll be requlred to subm1t the percentage of the1r students e11g1ble ST
- for the national school lunch program and libraries will submit the percentage of

.- students eligible for the national school [unch: program in the school districts in which.

"...‘31577 -

.- they are located to the administrator’ ssubcontractor in order to enable the admunstrator e
~to calculate. the amount of the appllcable d1scount R o

_“The person authonzed to order telecommumcatlons for the school or ltbrary W1ll be
. .required to certify the followmg underoath: . '
- .. (1) the school or library is an eligible entty. under secttons 254(h)(4) and 254(h)(5)

and the rules'adopted herein,

(2 the eervmes reauested will be used solelv for edumnonal nuromes

N

' ~"v(_3) the services will not be sold, resold, or transferred n cons1deratlon for money or ..

. any other thing of value;”

C .’(4)'. if the services are being purchased as part of an aggregated purchase w1th other\

'~ entities, the' identities.of all co-purchasers and the serv1ces or portlon of the :
services bemg purchased by the school or library; .

. : : .-(5),' call of ‘the necessary funding in the current fundmg year has been budgeted and

- 9579 .-

- . will have been approved to pay for the "non-discount" portion of requested
connections and servicés as well as any. necessary hardware, software, and to

-+ undertake the necessary staff trammg requlred in time to use the serv1ces

.. effectively;and

' (6) . they have complled and will contlnue to comply, w1th all apphcable state and

local procurement processes

' To penmt all mterested partles to respond 0. those posted requests appllmnts W111 be .

requ1red to wait four weeks after a description of the services they seek. has béen posted

.. on the school and library website, before they sign any binding contracts for discounted -
.- services. Once they have signed a contract for discounted services, the -applicant
~ (school, library, or consortium including such entities) shall send'a copy of that
" contract to the administrator's subcontractor withan estimate of the funds that it e'tpects '
" toneed for the current fundtng vear.as well what it estimates it will request for the -
- . following funding year. Assuming that there are sufficient funds rerhaining to be .
.. comimitted; the subcontractor shall commit the necessary. funds for the future use of the
o .partlcular requestor and noufy the requestor that its fundmg has been approved

. Page 6»“ .



9S8
9586
-9590 ,

9597
9599

'jéolf- :

The FCC in consultatlon w1th the Department of Educauon w1ll engage and directan

independent auditor to conduct such random audlts of schools and llbranes as may be

o ‘necessary

_Servrce providers, rather than schools and hbranes wrll seek compensauon from the .
e “umversal service adrmnlstrator ‘_ R . :

Non-telecommumcatrons wmers wrll be ehgxble 1o prov1de the supported non- : |

' _- telecommumcauons servrces to schools and hbranes ata dlscount.

o Both telecommumcauons carriers and non-telecommumcahons carriers are perrmtted o,
. collect universal service support f for dlscounted Internet access and 1nternal connectlons B

to schools and llbrarres

Non-telecommumcatrons mmers are not requrred to contribute to the umversal servrce

. fund but they are entitled to relmbursement for the amount of the dlscount to ellgrble
o schools and libraries. ' :

Section 706 d1rects the FCC and the states to “encourage the deployment ona-

-reasonable and timely basis of advanced telecommunications capability to all Amencans _—
(including; in particular, elementary and secondary schools and classrooms)”. The™ - - .
.. FCC will initiate a Notice of Inquiry within 30 months after enactment of the 1996 Act, = .
- le.,by August 8 1998 and Wlll complete the 1nqu1ry wrthrn 180 days of its 1mt1atlon -

‘ Fundmg for the schools and hbrarles dlscount program wrll begm to: flow on January .

1 1998
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