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CASE BACKGROUND 

On May 8, 1997, the Federal Commun1cat 1onn Commlw;lur' I Fcr·, 
1ssu ed its Repor t and OrdPr, 'J7 1'·'· I01d•·r J :ml'l··u,·ntlrt•J " ··y 
porti o ns o f Sect1on 2~4 ol the Telecummun1c~t10nu Ac t ul .J~& (the 
Act) , wh ich addresses Universal Serv1ce . The orde 1 accomplished a 
number of things , includ1ng i d ent 1 f icat1on of t:wrv 1 ceo t o be 
suppo rted by federa ! u niversal setvi rP f11nd1ng an I t h•· rn•·•·h.Jn!smn 
whereby such fund1ng w1 ll be 1 r •v 1d•·d Ill nc..o wts .n 
telecommunicat i ons services a nd ccr ta1n non - te1Pcomrr.un1'"ilt 1onu 
services for s c hools and li b rar1es <~re amonq the Items t-armarked 
for fede ra l funding. 

The F <.:C Order provides f.or fundinq o f bc1Lh llll••rtttdt•· and 
i ntrastate services f or schools and l1brar·et1 ElllJiblllly t...> 1 th•· 
di s count s is predica ted upon adop t1on by the Stdtes of th~ fede Ldl 
discount leve ls for intrastate serv1ces. Whlle the FCC ado pted 
rule s that will permit schools and llbtarlPs t o l>~·glla UHJnq ell .. 
d.sc ounted service s on January 1, 199A. lh~>y may b•''/lll oiJl!l)'lllq f , I 

funding July 1, 1 997. Th1s recommendation <.~ddressc:J th•• ..1doptt u n 
of intrastate d1scounts f or schools and l1brar1es 
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PISCVSSION OP ISSUES 

ISSUE 1: Should the Commiss;.on adopt dts <"ol.:r.ts " '' :ntr.~:·: ,.,. 
telecommun1cat 1ons se··v tees pr·ov tdPd to nclh". 1 :c .tnd I tlt ,,, 1•· s :;o 

t hat F'lor1da schools <~nd ltbtatte!l w111 b~ eJtqlhl •· to t~'<"~'lV•· 

federal funding? 

RECOMMENDATION: Yes. F'or purpoReu o f I"'' m11 t 1119 :~t·huul s ,u\d 
libraries to receive fedCIJl iunding, the d1scou~t matt ix contained 
1n FCC Order No. 97 - 157, CC Docket. No. 96 45, snould b•· adopted. 
Adoptlon of this matrix should not be construt'd 1S " wa tver· of the 
righ t of any party, includ1ng the FPSC, to til•· . , ... tppe .. t! < n 
mat t ers contained in the Order w.tth the appr op11.1l• C'lllllt o r othe r 
entity. (MARSH) 

STAPF ANALYSIS: The federal Telecommun1 cations twt "t 1 9'J6 ( tlH· 
Act) requires that discounts be established on des1ynJLPd serv1res 
provided to eligible schools and libraries. Spectttcdllv, the Act 
states: 

All telecommun1cat1ons c arriers serv1ng a 
geographic a ... ea aha 11 , LlpOn a bonct f 1 !"' 

request fur any of its services thr1t "'' 

wi th i n the def.tnition of universal ucrVIl''' 
under subsectiou (c) (3), provide such servlC:PS 
to elementary school s, secondary ~chools. and 
librarie& for t:ducational purposes at 1 att·n 
lese than t he amounts cha rged f a t ~:~:m1 lou 
services to other parties. The discount aha 11 
be an amount that the (FCC), w.tth respec t to 
interstate services, and the States . w1th 
respect to intrastate services, det-:!rmi n•· t n 
appropriate and necessary to ,.noutt• .--. f f o z <J,tld ,. 
access to and use of ~o~u<'ll II(' I v 1 ,·,·o l •y nul' II 
f'ntitiea. 4 7 U.S.C. !i 2~ 4 (h) (1) (8) 

While sect1on 254(h) (1) (B) of the Act petmlt~~ th" stat•·s 
to determine the level of d1scount av.ttlable to P!lqtblt· uvlll>ol:a 
and libraries with respect to lntt·aatate uervlLes, thr· FCC p o 1nts 
out in its Order, at. paragraph 129, Lh.:~t the Act doel:l nothing to 
prohibit federal fund ing of s u ch intrastate discount s , nor does It 
prohibit condi tioning that funding on state adoption of Lt t• fedet·ill 
discount levels. Accordingly, the FCC hao decidPd t u r·x,.tcts•· 11 H 

authority to provide federal un1 vcz !3<11 serv 1 ,.,. ttu~.pot t to1· 

intrastate discounts. 
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F lorida's statute deal1ng wtth un 1 vt•t s .... s •·r v lC". St!c L 1 0 :1 

364 .025, Florida Statutes , s peciflcally ••xr ludeR fund1nq f o r 
sc hools , and does not address libraries. No sLat•· fund1ny ' '' ' 
these intrastate discot·nts, however, 1s rf'qtlired, s o l o ng ao the 
FCC discount levels are adopted. The part1c rpa L1ng PrtrJtJes wr ll 
be compensated for the disco unts pro v1ded t o uc.:hool~'> and l 1br a r t •· S 

entirely t hrough the federal un i versal fund . Ther e f <> I P , thPtt• I S 
no state confl ict or incons1stency wi th the f(•dPral A·- '- o r .dth t he 
FCC ' s Order r e g ard1ng schools and libraries 

~he discounts r~nge from 20 percen t t 90 ~~ rcen t ( o r ~11 

telecommun ications services. 1nternet c.~ccess, a n d ln t t•r no~l 

connections, subject to a $2.25 b illion ann uul c ap. The rangP o f 
discounts is correlated to student's eligibility f o r the natHll\<~1 

school f ree and reduced lunch program, and urban o r t ura 1 1 or.11 1 o n 
based on metropolitan statistical are a s (MSAr.) Th·· f o llmnng 
discount matrix has been adopted by the FCC : 

SCHOOLS AND LIBRAJUES DISCOUNT MATH IX D l SC<.>UNT LEVEL 

HOW O I S~OVANTACED' J ll .. .. r ' : '. 
t1 tfi r ~ u.r I ' 

U.oJ1f 

' of st.udents el1g1b l ( or ( etlt t m41 t.ed ' 
,, 

\ \ I 

na tional sch ool lunc h pr09ram us schoolu Ill 

cat.ego r·y l 

<l j ~ 0 . '• 
1 . 19 ll .: o •,r 

20 H I 9 '>0 ,,(1 

J S 4~ 15 •· 0 I J 

50 74 1( l< 'l ~ 

"I !> 10 0 If. ' ; I) ~u 

The discounts are to be app 11ed L ) a pre d1sco~.:nt pr 1<·•· . 

Ac cording to the FCC . that pr 1ce must be no lllgher t he1 n t h t> 1 ·w•·st 
pr1ce the c arrier charges t o simtlar- ly SltUdted no n · res1d"n t 1al 
customers for similar services. T h e pre disco unt pr tc e 1 5 
signi ficant because it is the total price that c a r riers wo uld 
receive for the services they sell t o schools and libraries Wh1l e 
scl".ools a nd libraries would o n l y pay the carri t:!r a dtscoun t e d ro~1 ro , 

the c arrier would receiv e the a moun t o( the dtacounL ft o m untvPt s~l 

service support mechanisms. Therefore, the pre - disc ount pri c u l S 

t he price of most signi f icance to pr~viders o f serv1ces to s c hoo l s 
and libraries. The pre-discount pr1 ct:> is a l ao lllc; !:l y !l iqni f 1 • . Ill\ 

t o schools and libraries b e c ause t hPy mu s t f><lY tlw u ndlS< •Hm t ••d 
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port.ton of t he pr1ce. The FCC bel1evcs Lhls w1ll yrvt> sc hnl"lls <~rHI 

librar1es a strong 1ncent1ve t.o secure the lowt:Bt p r•··d ls< c.; nt 
pr i.::e. 

In ltS Order, the FCC c-l ar·1f1ed that th•· ~.tr dlt.:d ratP o r 
a carrier would represent a car r1er ' s lowest co r· respo nd1ng prt c e 1n 
a geographic area in which thc:. L car r ter has not nt:yotta::.ed raLes 
t hat d i ff er from the tar1ff ed rate . The F'CC i s not r·,.quir lng 
carriers to file new tariffs to reflect the d1:wo ums lC ha s 
adopted f o r schools and libraries. but rather, du;counLs will b•· 
applied t C'I existing tar1!:f rates whe re appropriar" St ,l(f helleVPfl 
this 1s appropriate f or Flortda c ar.1ers aR well. An:u tdlngly , we 
do no t recommend that tariffs reflectlng t.he disc·)Uil !J for schools 

and libraries be f iled. 

One further cons "Ldt:!t·a tlon i s t hat the levt:l o f discounts 
adopted by the FPSC will have no impact on t h e universdl serv ice 
asse ssments paid by Florida carr.ters. Our c arrlCt fl , anu LIH ough 
them the ratepayers of th1s state . w1ll b<· maJor conL r 1 buLo r s to 
thP. federal universal serv1ce fund. If the d1scount s are :-~ot 

a do pted, Florida schonls and l1bra ries will not be able t o a vail 
themsel ves of this opp c=tun i ty. Instead, the f u nd 1ny w1ll go to 
t ho se states that do adopt the disco unts f o r intrastate serv1 ~es. 

Staff recommends that, for purposeA o f p crmiLl tng schoo ls 
and libraries t o recei ve federal funding , the d1 scou nL mat:1 1x 
contained in t h~ FCC Order and Rules shnu ld be adopted. Adopt:..on 
o f this matrix shou ld not be construed as a waivet of t hP rtght o f 
any party, including the FPSC, t o f1le an appr-.11 o n rPaLL<· r ~:.~ 

contained in the Orde r w1th the appr f'' ldt•· cou zl >1 >t hf'r entlLy. 

- 4 -
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I SSUE 2 : Should th1s dockt:t be closed? 

RECOMMENJ)ATION: Any person whose 1nter ests ,:n ,. substant: a~ 1 y 

affected by the Comm1ss1on's Proposed Age ncy Ac t lJn mus · i1l•• , , 

protest of the Commiss1on · s dt.:cis1on between M·'Y l'J. I ' t'-1' and t 'I.
close of business May 21 , 1997. Th1s doc ket should rt!rnd :n opt->n t<' 

address any protest and any other issut•s that mrlY anse in th•· 
implementation of the FCC's order . 

STAPP AN!\LXS I S : Section 120.80 (13! (d ) , Flonda Sto utcs. prov1des 
that 1n \ mplementing the Telecommun1cati o ns Act o t 1996 thP 
Commission is authorized t o employ procedures const &tent w1th that 
Act. In order to allow sufficient t1me f or· tllP schools and 
1 i braries to apply for funds for :he 1997 1998 sc ho<J l year. an 
expedited hearing schedule w .. s bel icved to be ne<·t·SIIt~r·y 'n t h1 :> 

proceed i ng. This recommendatton was desrgned t o t~ddress the 
relevant issues so that the June 12 hearing may be c~ r1celed 1f no 
parties protest. Any person whose interests are substilr1t 1ally 
affected by the Commission's proposed ~;~ncy acti o n must present 
any objections between May 19, 1997, the date o f tht? Agend.:t 
conference at wh1ch th1s recommendat1on 1s to be cons1dez~d. and 
th"' close of business on May 21, 1997. Because o f t hf' r>Xt reme 1 y 

limited time ava1labl"! to part1es t o respond to the C'ommlSSion'~:~ 

decision, the Prehearin ,; Officer d1rected staff to 1nc ludP a draft 
Proposed Agency Action order with th1s recommendat 1 o r1. s.~,, 

Attachment A . Parties participating 1n the hearinq must fil1· 
testimony as scheduled on May 21 , 1997. If no protest 1a rece tved. 
the hearing scheduled for June 12, 1997, should be ca nce l~d. 

When the discount program for school a and I 1 br .or 1 ·· ~ r ~· 
implemented, however, ot her 1ssues m<1y llt.'ed to h<> '";; lv••j _ F,, 

e x ample , if schools, libraries. or c:arrH:ts bel1cve thdt til•· l o wes t 
corresponding pr1ce, as dlscus&ed 1n Issue 1 . 1s unfa1r :y h1gh o r 
low , FCC rules direct that the parties should be p e rmlLted Lo seck 

recourse from the FCC regarding 1nter·s tate rates, ..tnd ft om stat•· 
commissions regarding intrastate r .. t es. El1g1 bl e uc:houl $ and 
libraries may request a lower rate if they bel:e~e tht tdte o ffered 
by the carrier is not the lowest correHpond1ng pr1ce . C• rrters may 
request higher rates if they believe that the lowest cozrespo,d1nq 
price is not compensatory. Therefore, Lh1s dork"t Ph"~tld ···rn.orrr 

open to address any disputes o r nth•·• matt•·;u w11h !lw l-1 ·~;\"ll 

jurisdiction until a pnJc·cdure rs d,-v•·l u pc·d ( o r Lhe11 dl s p•>~:i ll 10 11 . 
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ATTACHMENT A 

BEFORE THE FLORIDA PUBLIC SERVICE COMMI SSION 

In Re: Establishment of 
intrastate disco~nts for schools 
and libraries pursuant to 
Section 254(h) of the 
Telecommunications Act of 1996 . 

1 DOCKET NO. 970157-TP 
ORDER NO. 
ISSUED: 

The following Commissioners participated in the disposition of 
this matter: 

JULIA L. JOIIti SON, Chairman 
SUSAN f. CLARK 
J. TERRY DEASON 

JOE GARCIA 
DIANE K. KIESLING 

HQTIC< Of PROPOSED AGENCY ACII QN 
ORDER ESTABLI SHING INTRASTATE DISCOUNTS FOR SCHOOLS AND LIBRA1UES 
PUESUAHT TQ SECIIQN 254!hl OF THE TELECOHMUNICATIQNS ACT Of 1996 

BY THE COMMI SSION: 

NOTICE IS HEREBY GIVEN by the florida Public Service 
Commission that the action discussed here1n is preliminary in 
nature and will become final unless o pcr:oon whose intorc:ltc arc 
subst~ ·":.ial ly affected files a petit ion for a formal proceeding, 
pursuant to Rule 25-22. 029 , fl o rida Adm1n1ntrative CoJo. 

I. CASE BACKGROVND 

On Hay 8, 1997, the Federal Communications Comm1ssion (fCC) 
issued its Report and Order, fCC Order No. 97-157, (Order ) 
implementing key portions of Section 254 of the Telecommunications 
Ac t of 1996 (the Act), which addresses U'1iversal service. The 
o rder accomplished several things, including identification of 
services to be s upported by federal universal service funding and 
the mechanisms whereby such funding w1ll be provided. Discounts on 
telecommunications services and certain non-tele.::ommunications 

-o-
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oervices tor schools and libraries are among ~he items earmarked 

for federal funding. 

The FCC Order provides for funding ot both interstate and 
intrastate services tor schools and libraries. Eligibili t y for the 

discounts is predicated upon adoption by the s tates of the federa l 

discount levels for intrastata services. While the FCC ado pted 

rules that will permit schoo ls and libraries to begin using the 
discounted services on January 1, 1998, they may begin applying f o r 
funding July 1, 1998. We will address the adoption of Intras tate 

discounts for schools and libra r ies in this order. 

II. DISCUSSION 

The federal Telecommunications Act of 1996 (the Ac t ) r equire s 
that states establish intrastate discounts on designated servl c c n 

provided to eligible schools and libraries. Speciti c ally, the Ac t 

states : 

All telecommunications c arriers s erving a 
geographic area shall, upon a bon3 fide 
request tor any of its services that arc 
with in the definition of universal service 
under subsection (c) (J ), provide such serv ice s 
to ele~entary schools, secondary schools, and 
libraries for educational purposes at rates 
less than the amounts charged for similar 
services to other parties. The disc ount shall 
be an amount that the ( FCC), with respec t t o 
interstate services, and the States, wi th 
respect to intrastate services, determine i s 
appropriate and necessary to ensure affordable 
access to and use of suc h servic e s by suc h 
ent1ties. 47 u.s. c . S 25 4 (h ) ( 1) ( B) 

Wh ile section 254 (h) (1) (B) of the Act permits the states to 
determine the level or discount available to eligible s c hool s and 

libraries with respect to intrastate services, the FCC s tates i n 
pa rag raph 129 of its Order that the Ac t does noth i ng t o prohtbit 
f ederal funding ot such intrast~te discounts, nor d oe s 1 t prohib1t 

condi tioning that funding on state adoption of the federal discoun t 
levels. Accordingly, the FCC has dec ided to exerc ise 1ts a utho rit y 

to provide federal univers al serv ice suppo rt f o r i n ~ ras tate 

discounts. 

Florida's statute deal i ng with universal s<>rv ice , s ect 1on 
364.025, Florida Statutes, spec ifically exc ludes ru~rlinq f or 

- "I -
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schools, and does not address .1. ibrar ies. N.:> state funding for 

these intrastate d iscount s, however, is required, so lonq as we 

adopt the FCC discount levels. The participating entities will be 

compensated f o r the discounts provided to schoo ls and libraries 

completely through the federal universal fund. The refore , there is 

no state law conflict or inconsistency with the federal Act or with 

the FCC ' s Order regarding dis~ounts f or school& and libraries . 

The discounts range from ::0 percent to 90 percent for a 11 

telecommunications services, i 11ternet access , and lnterna 1 

connections , sub j e ct to a $2 . 25 billion annual cap. The range of 

discount s is correlated to s tudents ' eligibil ity for the nationa l 

schoo l free and reduced lunc h program, and urban or rural location 

based on metropolitan statbtical areas (HSAs). The f Qllowinq 

discount matrix has been adopted by the FCC : 

SCHOOLS AND LIBRARIES DISCOUNT MATRIX 

HOW OISAOVAtlTAC£07 

\of students eligible tor ( e otlmated \ o f 

national achool lunch p r OQram US ochool a in 
category) 

< l 3 

l-19 31 

20-34 19 

)5-49 15 

50-74 16 

75-100 I6 

DISCOUNT LEVEL 

urban rural 
di a count di a ce>unt 
I \ ) ( ' ) 

20 25 

40 50 

50 60 

60 10 

eo eo 
90 90 

The discounts are to be applied to a pre-discount price. 

According to the FCC, that price must be no higher than the ;owest 

price the carrier charges to similarly si tuated non-residential 

c ust omers for similar services. The pre - discoun t pr ice i~ 

significant because it is tho total price that carr ier s would 

receive for the serv ices they sell to schools and libraries. Wh ile 

schools and libraries would only pay the carrier a discounted rate, 

the carrier would r eceive the amount of the discount t rom universal 

service support mechanisms. The r efore, the pre-discount prl co IG 

the price of most sig nificance to providers o f services to schools 

and libraries. Tho pro-dl u~uunt pr ice is also highly significant 

to schools and libraries because they must pay the undiscoJntod 

portion o! the price. The FCC beli eves that this will qivP schools 

and libraries a strong i ncentive to &ccure the lowest pre-discount 

price . 
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In its Order, the FCC clarified that thP tariffed rate of a 

carrier would represent a carrier ' s lowest correspond ing price in 
a geographic area in which that carrier has not negotiated rate~ 

that differ from the tariffed rate. The FCC is not requiring 

carriers to file new tariffs to reflect the discounts it has 
adopted for schools and librdries, but rather, discounts will be 
applied to existing tariff rates where appropriate. We beli eve 

that this is appropriate for Florida carriers as well. 
Accordingly, we will not require that tariffs reflec~ing the 
discounts for schools and libraries be filed. 

One further consideration is that the level of discounts 
adopted by us will have no impact on the universal service 

assessments paid by Florida carriers. Our carriers, and through 

them the ratepayers of this state, will be major contributor& to 

the federal universal service fund regardless of our action here. 
If we did not adopt discounts, Florida schools and libraries would 

not be able to avail themselves of this opportunity. Instead, the 
funding would go to those states that do adopt the discounts f o r 
intrastate services. 

III. CONCLUSION 

Upon consideration, we hereby adopt the discount matr1x 

contained in FCC Order No. 97-157, CC Docket 96-45, and represented 

in this order for puLposes of permitting schoc ls and libraries tc 
receive federal funding. By adopt i ng this matrix, neither we nor 

any party wa ive the right to file an appeal on matters contained in 
the FCC Order with the appropriate court of law or other entity. 

Section 120.80(13) (d), Flor ida Statutes, provides that in 
implementing the Telecommunic ations Act of 1996 the Commission is 
authorized to employ procedures consistent with that Act. In order 
to allow sufficient time for the schools and libraries to apply ~or 

funds for the 1997-1998 school year, an expedited ~earing sch~dule 

was believed to be necessary in this proceeding. Therefore, any 
person whose interests are substantially affected by this proposed 
agency action must present any protests to this action between Moy 

19, 1997, and the close of business on Hay 21, 1997. 

Based on the foregoing, it is 

CRDEREO by the Florida Public service Commission that t:he 
discount matrix in FCC Order No. 97-157, cc Docket 96-45, which 1 s 

contained in the body of this order, and which will perm1t schools 

and libraries to receive federal funding, is hereby adopted. It I S 

further 
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ORDERED that the provisions of this order, issued as pro~osed 
agency action, shall become final and effective unless dll 

appropriate petition in the form provided by Rule 25-22.036, 
Florida Admi n istrative Code, is received by the Director, Divi£ion 
of Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee, 
Florida 32399-0850, by the close of business on May 21, 1997, as 
set forth in the "Notice of Further Proceedings or Judicial Review" 
attached hereto. It is further 

ORDERED that this docket shall remain open to ad..!ress any 
issues that may arise in the implemantation of FCC Order No. 97-
157, CC Docket No. 96-45. 

By ORDER of the Florida Public Service Commission, this __ __ 
day or 

BLANCA S. BAYO, Director 
Division o! Records and Reporting 

(SE AL) 

WPC 

NOTICE Of fUBTHER PROCEEDINGS OR JUDICIAL REV~ 

The Florida Public Service Commission is required by Section 
120.569(1), flor i da Statutes, to notify parties of any 
administrative hearing or judicial review of Commission orders that 
is available under Sections 120.57 or 120.68, Florida Statutes, as 
well as the procedures and time limits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or result in the relief 
sought. 
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Mediation may be avai lable on a case-by-case basis. It 

mediation is conducted, it does not affect a substant i a l ly 

int erested person ' s right to a hearing. 

The action proposed herein is preliminary i n nature and will 

not become effectiv~ or final, except as provided by Ru l e 

25-22.029, Florida Administrative Code. Any person whose 

substantial interests are affe~ted by the action proposed by thi s 

order may file a petition !or a formal proceeding, as provided by 

R~le 25-22.029(4), Florida Adm i nistrative Code, in lhe f orm 

provided by Rule 25-22.036(7)(a) e nd (f), florida Administrative 

Code. This petition must be received by the Director, Division of 

Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee, 

Fl orida 32399-0850, by the close of business on May 21, 1997. 

In the absence of such a petition, this order shall become 

e ffective on the day subsequent to the above date as provided by 

Rule 25-22 . 029(6), Florida Administrative Code . 

Any objection or protest filed ir. this docket before the 

issuance date of this order is considered abandoned unless it 

satisfies the foregoing conditions and is renewed withi n the 

specified protest period. 

If this order be comes final and effective on ~he date 

described above, any party substantially affected may request 

judicial review by the Florida supreme court in the case of an 

electric, gas or tele~hone utility or by the First Distric t Court 

of Appeal in the case of a water or wastewater utility by filinq u 

notice of appeal with the Director, Division of Records and 

Reporting and filing a copy of t h e not ice ot appeal and the t : ling 

fee with the appropriate court. This filing must be completed 

within thirty (30) days of the etrective date of thi s order ,. 

pursuant to Rule 9.110, Florida Rules of Appellate Procedure. The 

notice of appeal must be in the form specified in Rule 9 . 900(a), 

florida Rules of Appel late Procedure. 
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