4.  Schools and Libraries SupportPRIVATE 


Eligible schools and libraries receive telecommunications services, Internet access, and internal connections at discounts that range from 20 percent to 90 percent.  The level of discounts is based on eligibility for the national school lunch program, location in a rural area, and the total amount of money requested by all schools and libraries. 


Schools and libraries are eligible to receive support for services that qualify as telecommunications services, Internet access, or internal connections.  Schools and libraries may not receive discounts for items such as asbestos removal, teacher training, telephone handsets, the costs of tearing down walls to install wiring, repairing carpets, repainting, personal computers, fax machines, or modems.


All eligible applicants must submit three separate forms to the Schools and Libraries Division (SLD) in sequential order to participate in the program.  First, eligible schools and libraries must file FCC Form 470, which describes the services an applicant intends to purchase.  With the exception of applications for existing services, Form 470 is posted to the SLD web site
 for 28 days so that providers have an opportunity to submit competing bids to perform the services. After selecting a service provider and contracting for new services, applicants must file FCC Form 471, which details services for which a contract has been signed.  Applicants must then submit FCC Form 486, which confirms that the applicants' technology plan has been approved, and that contracted services have begun.  Service providers must complete the FCC Form 473 (Service Provider Annual Certification Form).  If the service provider built the applicant’s discount into the bill that the applicant paid, then the Administrator will disburse funds to the service provider after the service provider submits the FCC Form 474 (Service Provider Invoice Form).  If, however, the service provider billed the applicant for the entire amount up front, then the applicant must file FCC Form 472 (Billed Entity Applicant Reimbursement Form) before the Administrator disburses money to the service provider.  The service provider must then reimburse the applicant before depositing the funds from the Administrator. 


In June of 1998, the funding year for schools and libraries was changed from a calendar year cycle (January 1 - December 31) to a fiscal year cycle (July 1 - June 30).
  For transition purposes, the first funding period is the 18-month period that ran from January 1, 1998 through June 30, 1999.  Because of this transition, schools and libraries now have until September 30, 1999 to complete service installation. 

In the first two quarters of 1998, the Universal Service Administrative Company (USAC) was directed to collect no more than $625 million for the schools and libraries program.  For the remaining four quarters of the first funding period (the third and fourth quarters of 1998 and the first and second quarters of 1999), USAC was required to collect no more than $325 million per quarter.  USAC was directed to neither collect nor disburse more than $1.925 billion during the 18 month period from January 1, 1998 through June 30, 1999.  


In June of 1999, the Commission determined the level of funding for year 2 of Schools and Libraries program.  USAC was directed to collect no more than $562.5 million for the third and fourth quarters of 1999 and the first and second quarters of 2000.  USAC was directed to neither collect nor disburse more than $2.25 billion for that time period.


The Commission established rules to govern how funding will take place in the situation, as has happened in the first two funding periods, where the available funding is less than total demand. The rules are designed to ensure that schools and libraries receive discounts for telecommunications services and Internet access services before internal connections, and that the neediest schools and libraries (i.e., those eligible for an 80 or 90 percent discount) receive funding priority within any discount category.


Under the rules of priority, when the filing window closes, the Administrator shall calculate the total demand for support submitted during that filing window.  If total demand exceeds the total support available in that funding year, SLD shall:




(1)  Calculate the demand for telecommunications services and Internet access for all discount categories. These services shall receive first priority for the available funding;




(2)  Allocate the remaining funds to the requests for support for internal connections, beginning with the most 
disadvantaged schools and libraries, as determined by the discount matrix (i.e., schools and libraries eligible for a 90 percent discount shall receive first priority for the remaining funds, and those funds will be applied to their requests for internal connections);




(3)  Commit remaining funds for internal connections to the applicants at each descending discount level until there are no funds remaining.


If the remaining funds are not sufficient to support all of the eligible discount requests within a particular discount level, the Administrator shall divide the total amount of remaining support available by the amount of support requested within that discount level to produce a pro-rata factor.  That is, each of the schools and libraries within that discount level will receive the same proportion of the support they requested. 

The filing window (for FCC Forms 470 and 471) for the first funding period ran from January 30, 1998 to April 15, 1998. The Administrator received more than 30,000 FCC Forms 471, requesting $2.02 billion.  As of May 10, 1999, the administrator committed $1.665 billion for reimbursable services for more than 25,800 schools and libraries in all 50 states, the District of Columbia, American Samoa, Puerto Rico, and the Virgin Islands.  As the Administrator resolves the appeals that some applicants filed after being denied funding, the amount committed may rise.  As of April 16, 1999, the Administrator disbursed nearly $192 million of the $1.665 billion of committed funds to service providers.  


Parties seeking support for the second funding year (July 1, 1999 - June 30, 2000) must have fully completed and filed both Forms 470 and 471 during the filing window from December 1, 1998 through April 6, 1999.  More than 32,000 FCC Forms 471 were filed within the 127-day filing window, asking for an estimated $2.4 billion.  Of the $2.4 billion, an estimated $930 million is for telecommunications and Internet access.  


The Schools and Libraries Division supplied information regarding their funding commitments for the first funding period (January 1, 1998 through June 30, 1999) as of May 10, 1999.  The complete list of schools and libraries that received funding commitments as of May 10, 1999 is available at the FCC’s web site.
  Table 4.1 summarizes the Schools and Libraries commitments by state and by type of applicant.  There were four types of applicants:  libraries (or library consortia), schools, school districts, and other consortia.  Table 4.1 also shows, by state, the number of funding commitments made to each type of applicant.  


Table 4.2 is based on the same data as table 4.1, and shows, on a state by state basis, funding commitments disaggregated into the three types of services: Internet access, telecommunications and dedicated access, and internal connections. The table also reports the weighted average discount that applicants in each state received for all services.  


The Schools and Libraries Division also supplied information regarding their fund disbursements for the first funding period as of April 16, 1999.  Table 4.3 disaggregates the fund disbursements by the nature of how USAC was billed, either through the school/library, or through the service provider directly. 


Table 4.4 shows Schools and Libraries disbursements to individual service providers, listed by type of service provided, and by the manner in which USAC was billed.  The table shows disbursements through April 16, 1999. 


Table 4.5 shows actual collections and outlays for the Schools and Libraries Fund, as well as administration expenses. The administration expenses shown represent actual expenditures during the quarter (except the figure for the last quarter, which is a projection).  Administration expenses generally were paid out of the fund in subsequent quarters.   Fund outlays include administration expenses as they are actually paid out of the fund, as well as program disbursements to schools and libraries.  USAC projects that the administration expenses for the first funding period will total $36.7 million.  USAC also projects that during the first funding period, it will earn $38.2 million of interest. 


Table 4.6 shows each state’s contribution towards the schools and libraries program, and the amount of committed funding that it has received.  Each state’s contribution was calculated by multiplying that state’s share of the nation’s end user revenue by the sum of total commitments ($1.665 billion) and administration costs ($36.7 million) for the first funding period.  Table 4.6 also shows the difference, which sums to -$36.7 million because of the administration costs.

�	The posted FCC Forms 470 can be viewed at http://www.sl.universalservice.org. 





�	Fifth Reconsideration Order, 13 FCC Rcd at 14916 and 14920, paras. 1 and 8.


�	The file is available at http://www.fcc.gov/Bureaus/Common_Carrier/Reports/FCC-State_Link/Monitor/COMMIT.ZIP.
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