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§ 54.509 Adjustments to the discount 
matrix. 

(a) Estimating future spending requests. 
When submitting their requests for 
specific amounts of funding for a fund-
ing year, schools, libraries, library con-
sortia, and consortia including such en-
tities shall also estimate their funding 
requests for the following funding year 
to enable the Administrator, to esti-
mate funding demand for the following 
year. 

(b) Reduction in percentage dis-
counts. At all times other than within 
a filing period described in § 54.507(c), if 
the estimates schools and libraries 
make of their future funding needs lead 
the Administrator to predict that total 
funding request for a funding year will 
exceed the available funding, the Ad-
ministrator shall calculate the per-
centage reduction to all schools and li-
braries, except those in the two most 
disadvantaged categories, necessary to 
permit all requests in the next funding 
year to be fully funded. 

(c) Remaining funds. If funds remain 
under the cap at the end of the funding 
year in which discounts have been re-
duced below those set in the matrices, 
the Administrator shall consult with 
the Commission to establish the best 
way to distribute those funds. 

[62 FR 32948, June 17, 1997, as amended at 62 
FR 41304, Aug. 1, 1997; 63 FR 70572, Dec. 21, 
1998; 69 FR 6191, Feb. 10, 2004] 

§ 54.511 Ordering services. 
(a) Selecting a provider of eligible serv-

ices. In selecting a provider of eligible 
services, schools, libraries, library con-
sortia, and consortia including any of 
those entities shall carefully consider 
all bids submitted and must select the 
most cost-effective service offering. In 
determining which service offering is 
the most cost-effective, entities may 
consider relevant factors other than 
the pre-discount prices submitted by 
providers but price should be the pri-
mary factor considered. 

(b) Lowest corresponding price. Pro-
viders of eligible services shall not 
charge schools, school districts, librar-
ies, library consortia, or consortia in-
cluding any of these entities a price 
above the lowest corresponding price 
for supported services, unless the Com-
mission, with respect to interstate 

services or the state commission with 
respect to intrastate services, finds 
that the lowest corresponding price is 
not compensatory. Promotional rates 
offered by a service provider for a pe-
riod of more than 90 days must be in-
cluded among the comparable rates 
upon which the lowest corresponding 
price is determined. 

(c) Existing contracts. (1) A signed con-
tract for services eligible for discounts 
pursuant to this subpart between an el-
igible school or library as defined 
under § 54.501 or consortium that in-
cludes an eligible school or library and 
a service provider shall be exempt from 
the requirements set forth in § 54.504(a), 
(b)(3), and (b)(4) as follows: 

(i) A contract signed on or before 
July 10, 1997 is exempt from the com-
petitive bid requirements for the life of 
the contract; or 

(ii) A contract signed after July 10, 
1997, but before the date on which the 
universal service competitive bid sys-
tem described in § 54.504 is operational, 
is exempt from the competitive bid re-
quirements only with respect to serv-
ices that are provided under such con-
tract between January 1, 1998 and De-
cember 31, 1998. 

(2) For a school, library, or consor-
tium that includes an eligible school or 
library that takes service under or pur-
suant to a master contract, the date of 
execution of that master contract rep-
resents the applicable date for purposes 
of determining whether and to what ex-
tent the school, library, or consortium 
is exempt from the competitive bid re-
quirements. 

(3) The competitive bid system will 
be deemed to be operational when the 
Administrator is ready to accept and 
post FCC Form 470 from schools and li-
braries on a website and that website is 
available for use by service providers. 

(d)(1) The exemption from the com-
petitive bid requirements set forth in 
paragraph (c) of this section shall not 
apply to voluntary extensions or re-
newals of existing contracts, with the 
exception that an eligible school or li-
brary as defined under § 54.501 or con-
sortium that includes an eligible 
school or library, that filed an applica-
tion within the 75-day initial filing 
window for 1998 (January 30, 1998–April 
15, 1998), may voluntarily extend or 
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renew, to a date no later than June 30, 
1999, an existing contract that other-
wise would terminate between April 15, 
1998 and June 30, 1999. 

(2) For the 1998–1999 funding year, a 
contract exempt from the competitive 
bid requirement, as described in para-
graph (c) of this section, may be volun-
tarily extended to September 30, 1999 
only to the extent necessary to permit 
delivery of the nonrecurring services 
subject to that contract and for which 
discounts have been approved. 

[62 FR 32948, June 17, 1997, as amended at 63 
FR 2130, Jan. 13, 1998; 63 FR 33586, June 19, 
1998; 63 FR 43097, Aug. 12, 1998; 63 FR 70572, 
Dec. 21, 1998; 64 FR 22810, Apr. 28, 1999; 68 FR 
36942, June 20, 2003] 

§ 54.513 Resale and transfer of serv-
ices. 

(a) Prohibition on resale. Eligible serv-
ices purchased at a discount under this 
subpart shall not be sold, resold, or 
transferred in consideration of money 
or any other thing of value. 

(b) Permissible fees. This prohibition 
on resale shall not bar schools, school 
districts, libraries, and library con-
sortia from charging either computer 
lab fees or fees for classes in how to 
navigate over the Internet. There is no 
prohibition on the resale of services 
that are not purchased pursuant to the 
discounts provided in this subpart. 

(c) Eligible services and equipment 
components of eligible services pur-
chased at a discount under this subpart 
shall not be transferred, with or with-
out consideration of money or any 
other thing of value, for a period of 
three years after purchase, except that 
eligible services and equipment compo-
nents of eligible services may be trans-
ferred to another eligible school or li-
brary in the event that the particular 
location where the service originally 
was received is permanently or tempo-
rarily closed. If an eligible service or 
equipment component of a service is 
transferred due to the permanent or 
temporary closure of a school or li-
brary, the transferor must notify the 
Administrator of the transfer, and both 
the transferor and recipient must 
maintain detailed records documenting 

the transfer and the reason for the 
transfer for a period of five years. 

[62 FR 32948, June 17, 1997, as amended at 69 
FR 6191, Feb. 10, 2004] 

EFFECTIVE DATE NOTE: At 69 FR 6191, Feb. 
10, 2004, § 54.513 was amended by revising the 
section heading and adding paragraph (c), ef-
fective Mar. 11, 2004. Paragraph (c) contains 
information collection and recordkeeping re-
quirements and will not become effective 
until approval has been given by the Office of 
Management and Budget. 

§ 54.514 Payment for discounted serv-
ice. 

(a) Choice of payment method. Service 
providers providing discounted services 
under this subpart in any funding year 
shall, prior to the submission the Form 
471, permit the billed entity to choose 
the method of payment for the dis-
counted services from those methods 
approved by the Administrator, includ-
ing by making a full, undiscounted 
payment and receiving subsequent re-
imbursement of the discount amount 
from the service provider. 

(b) Deadline for remittance of reim-
bursement checks. Service providers 
that receive discount reimbursement 
checks from the Administrator after 
having received full payment from the 
billed entity must remit the discount 
amount to the billed entity no later 
than 20 business days after receiving 
the reimbursement check. 

[68 FR 36942, June 20, 2003] 

EFFECTIVE DATE NOTE: At 68 FR 36942, June 
20, 2003, as corrected at 68 FR 39471, July 2, 
2003, § 54.514 was added, effective July 21, 2003, 
except for paragraph (a), which is effective 
July 1, 2004. In addition, paragraph (b) con-
tains information collection and record-
keeping requirements and will not become 
effective until approval has been given by 
the Office of Management and Budget. 

§ 54.515 Distributing support. 
(a) A telecommunications carrier 

providing services eligible for support 
under this subpart to eligible schools 
and libraries may, at the election of 
the carrier, treat the amount eligible 
for support under this subpart as an 
offset against the carrier’s universal 
service contribution obligation for the 
year in which the costs for providing 
eligible services were incurred or re-
ceive a direct reimbursement from the 
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