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The State Members of the Universal Service joint Board provide the following observations in response
to the Public Notice issued September 10, 1997 (DA No. 97-1957). The Public Notice sought comment
on whether several aspects of the rules governing the Schools and Libraries Discount Program should
be modified. in accordance with its interest in assuring that the Universal Service Programs are
implemented as efficiently and promptly as possible, the joint Board continues to actively participate and
monitor these proceedings.

Potential for Exhaustion of Funds

I) Whether to clarify that the rules of priority for distributing funds to schools and libraries set forth
in section 54.507 of the Commission's rules, 47 C.F.R. § 54.507, apply to the $\ billion available
between january I, 1998 through june 30, 1998. That is, if expenditures between january I, 1998 and
june 30, 1998 reach the level where only $250 million remains before the $1 billion cap is reached, the
remaining funds will be distributed in accordance with the rules of priority.

2) The FCC also seeks comment on whether a mechanism to prioritize requests from rural health
care providers should be adopted in the event that requests exceed available funds. For example, should
a mechanism be established to ensure that funds are distributed to rural health care providers located in
all regions of the country? We seek comment on whether such a mechanism should be permanent or
should apply only in the first quarter of 1998, when collection for rural health care is limited to $100
million.

4) The FCC also seeks comment on whether other methods might ensure a broad and fair
distribution of funds, particularly at the earliest stages of these support programs.

State Members' Input:

We believe that it would be useful to implement the rules of priority immediately upon commencement
of the program on january I, 1998. The priority rules were established to maximize the availability of
funds to all interested schools and libraries that submit applications. By clarifying that the rules of priority
will go into effect on january I, 1998, all interested applicants will be assured that the operation of the
program will be undertaken in a consistent, predictable manner. It is more fiscally prudent and also more
consistent with the Recommended Decision and the FCC's Report and Order to immediately invoke the
rules of priority rather than await the conclusion of the first six months of operation.
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With respect to the Rural Health Care Program, we support similarly prudent measures to manage the
disbursements of funds to assure that the maximum number of eligible participants may benefit from the
Program. We support the imposition of atrigger mechanism at the level of $100 million remaining in the
annual allotment. to invoke rules of priority for funding disbursements, The priorities for dispensing the
remaining $1 00 million should be based on principles of equity, taking into consideration the geographic
location of the recipient. We would defer to the Rural Health Corporation for the development of
specific equitable rules of priority.

Allocation of Aggregated Requests for Funds

The Working Group Report proposes a method for allocating support to individual institutions that apply
for funds on an aggregated basis (e.g., statewide or distrietwide) basis. The FCC seeks comment on that
proposal.

State Members' Input:

We remain committed to the principles set forth in the Recommended Decision and the Report and
Order to ensure that the individual schools with the highest percentages of economically disadvantaged
students receive the deepest discounts for which they are eligible. The rules also strive to minimize the
administrative burden on the schools and libraries, and therefore, the school district or state may decide
to compute the discounts on an individual school basis or it may decide to compute an average discount.
"[I]n either case, the state or district should strive to ensure that each school receives the full benefit of
the discount to which it is entitled. II

The U.S. Department of Education Working Group Report uses these general principles as a starting
point and constructs a specific allocation methodology that is difficult to comprehend and to implement.
We appreciate that the overall complexity of this subject may not lend itself to quick and easy solutions.
We suggest, however, that this concern should be monitored and evaluated to determine whether the
rules need to be amended to prescribe more details to the allocation methodology for applications that
are submitted on behalf of school districts or buying consortia comprised of numerous eligible entities.
We must consider that our starting point is not a blank slate; rather there are numerous buying consortia
which currently aggregate their purchases and which currently allocate the prices for the services among
the various participating entities. We have been reminded constantly to be cognizant of the need to
minimize the administrative burdens of this program.

We believe that a prudent response to this concern is to clarify that the discounts should be allocated
among all members of buying consortia down to the school district and/or library system level, when the
consortia is comprised of more than one school district and/or library system. The school district and/or
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library system must maintain records to demonstrate its methodology for distributing the discounts among
the various eligible entities located within its district or system. The Schools and Libraries Corporation
should review this information and evaluate whether the most economically disadvantaged schools and
libraries are receiving the full benefit of the discounts to which they are entitled. If the Corporation
documents that this outcome is not being achieved, the Corporation should recommend remedial
modifications to the program's rules. The Corporation should provide the results of this evaluation when
it submits its second quarterly demand projections to the FCC. Before tackling this issue and developing
more specific rules beyond the general principles set forth in the FCC's May 8th Report and Order, the
Corporation should substantiate the existence of this problem.


