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I. INTRODUCTION
1.
By this Order, we. take steps designed to ensure that eligible schools, libraries,
and rural health care providers gain access to, and receive, discounted services throughout the
first funding cycle. We note that our actions address concerns raised by various schools and
libraries in light of the Commission's extension of the 1998-99 funding year.

2.
Specifically, we reconsider on our own motion our previous orders relating to
the limited exemption from the competitive bidding process for voluntary extensions of
existing contracts that expired prior to December 31, 1998. 1 As described below, we amend
our rules to allow schools, libraries, and rural health care providers with existing contracts
that expired prior to December 31, 1998 to extend or renew voluntarily these existing
contracts without engaging in competitive bidding through June 30, 1999.2 In so allowing this
limited extension, we will permit schools and libraries to be eligible for additional discounts
on recurring services (primarily telecommunications and lptemet access) covered by such
contracts for.the period from January 1, 1999 through June 30, 1999, which would coincide
with the extension of the initial funding year. Although this modification of our rules will
result in the provision of additional support for discounts to schools and libraries, it will not

See FedeFal-State Joint Board on Universal Service, Fifth Order on Reconsideration and Fourth Report
and Order, CC Docket No. 96-45, 13 FCC Red 14915 (1998) (Fifth Reconsideration Order) and Ninth Order on
Reconsideration, CC Docket No. 96-45, FCC 98-346 (rel. Dec. 31, 1998) (Ninth Reconsideration Order).

We note that this extends the limited exemption from competitive bidding so that those applicants that
filed within the filing windows and had contracts that expired after their filing window closed and prior to
December 31, 1998, are now also able, in addition to applicants with contracts expiring between December 31,
1998 and June 30, 1999, to extend voluntarily their contracts to a date no later than June 30, 1999, without
engaging in competitive bidding. As a practical matter, applicants that filed during the initial filing windows
most likely will have contracts that ~xpired either in late 1998 or early 1999 because they anticipated that the
first funding year would end in December 1998.
2
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require the Commission· to collect additional funds from universal service contributors. When
the Administrator learned that some applicants may have been treated less favorably than
other applicants, it set aside funds in its contingency fund reserve so that sufficient funds
would be available_in .the event. the Commission were to extend the exemption from
competitive bidding. 3
3.
In addition, we reconsider on our own motion our rules and decisipns that
require schools and libraries to use nonrecurring services for which the Universal Service
Administrative Company (USAC or Administrator) has approved a request for a discount
within the funding year for which the discount was approved. 4 We amend our rules to allow
schools and libraries to use nonrecurring services for which the Administrator has approved a
request for a discount for this funding year, 1998-1999, through September 30, 1999. We
note that this specific action will not result in increased funding amounts from the schools and
libraries universal service support mechanism because this change in our rules will merely
allow schools and libraries a longer period of time in which to complete receipt of nonrecurring services. The non-recurring services covered by this rule change must have already
been approved for discounts by the Administrator, and that amount of approved discounts will
not be increased as a result of this rule change.

II. LIMITED EXEMPTION FROM COMPETITIVE BIDDING
A.

Background·

4.
In the May 8, 1997 Universal Service Order, the Commission established
federal universal service support mechanisms for schools and libraries, and rural health care
providers. 5 The Commission initially determined that the funding year for the schools and
libraries and rural health care support mechanisms would be based on a calendar year.6
5.
Under section 254(h) of the Act, upon submitting a bona fide request for
services, rural health care providers may receive telecommunications services at rates that are
reasonably comparable to rates charged for similar services in urban areas; and schools and
libraries may receive telecommunications and Internet access at discounted rates. 7 In the
Universal Service Order, the Commission adopted a recommendation of the Federal-State
Joint Board on Universal Service ("Joint Board") that eligible schools, libraries, and rural
See infra para. l 5.
See Fifth Reconsideration Order, 13 FCC Red 14915 at paras. 8-13; see also 41 C.F.R. § 54.507.
Federal-State Joint Board on Universal Service, CC Docket No. 96-45, Report and Order, 12 FCC Red
8776 (1997) (Universal Service Order), as corrected by Federal-State Joint Board on Universal Service, Erratum,
CC Docke~ : 1( %-45, FCC 97-157 (rel. June 4, 1997), consolidated appeal pending sub nom. Texas Office of
Public Utility Cc:;n.sei v. FCC and USA, No. 97-60421 (5th Cir. 1997).
6

Universal Service Order, 12 FCC Red at 9057 and 9143, paras. 535 and 710.

7

47

u.s.c. § 254(h).
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health care providers sliould seek competitive bids for all services eligible for section 254(h)
discounts. 8 The Commission reasoned that competitive bidding would ensure fiscal
responsibility and would be the best means for ensuring that eligible schools and libraries are
able to receive ~erYices..at the most competitive rates. 9 Accordingly, the Commission adopted
competitive bidding rules that require, inter alia, eligible schools, libraries, rural health care
providers, and consortia to submit requests for services to the Administrator, 10 listing the
services requested. The rules also require that these requests be posted on the Administrator's
website 11 for at least four weeks before the school, library, rural health care provider, or
consortium may sign any binding contracts for discounted services. 12
6.
With regard to existing service contracts, the Commission decided that schools
and libraries could apply discounts to their existing contracts for services that would be
delivered and used after the effective date of the new rules, provided that the requested
discounts were approved by the Administrator. 13 Thus, schools and libraries would not be
required to breach existing contracts to become eligible for discounted services when the
funding year began. 14 The Commission noted, however, that schools and libraries could not
voluntarily extend existing contracts in order to .. ~e .exempt from the competitive bidding

8

Universal Service Order, 12 FCC.Red at 9029 and 9133, paras. 480 and 686.

9

Universal Service Order, 12 FCC Red at 9029 and 9133, paras. 480 and 686.

10
Universal Service Order, 12 FCC Red at 9133, para. 686. Prior to January 1, 1999, the Schools and
Libraries Corporation (SLC) and the Rural Health Care Corporation (RHCC) were responsible for administering
and posting these requests on the SLC and RHCC websites respectively. 47 C.F.R. §§ 54.504(b), 54.603. On
January l, 1999, SLC and RHCC merged into the Universal Service Administrative Company (USAC), and
USAC became the Universal Service Administrator for both the schools and libraries and the rural health care
universal service support mechanisms. See Changes to the Board of Directors of the National Exchange Carrier
Association, Inc., Federal-State Joint Board on Universal Service, Third Report and Order in CC Docket No. 9721, Fourth Order on Reconsideration in.CC Docket No. 97-21, and Eighth Order on Reconsideration in CC
Docket No. 96-45, FCC 98-306 (rel. Nov. 20, 1998) (Eighth Reconsideration Order). In January 1999, upon the
merger of the SLC and RHCC into USAC, SLC became the Schools and Libraries Division (SLD), and RHCC
became the Rural Health Care Division (RHCD).
11
47 C.F.R. §§ 54.504, 54.603. The Commission noted that, for the first year only, requests for support
would be accepted as soon as the schools and libraries and rural health care websites were opened and
applications were available. Universal Service Order, 12 FCC Red at 9057 and 9143, paras. 535 and 710.

12
Universal Service Order, 12 FCC Red at 9078-80, paras. 575-80 and at 9133, para. 686; see also 41
C.F.R. §§ 54.504(c), 54.603. Once a contract for discounted services has been signed, the school, library, or
consortium is required to send a completed FCC Form 471 to SLD. The completed FCC Form 471 lists the
services that have been ordered, and a commitment of support from the universal service administrator is
contingent upon the filing of the FCC Form 471.

13

Universal Service Order, 12 FCC Red at 9062, para. 545.

14

Universal Service Order, 12 FCC Red at 9062, para. 545.
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requirements. 15 In the Fourth Reconsideration Order, the Commission specifically concluded
that a contract of any duration signed on or before July 10, 1997 would be considered an
"existing contract" under our rules, and exempt from the competitive bidding rules for the life
of the contract. 1 ~ The CQmmission also concluded in the Fourth Reconsideration Order that
contracts signed after July 10, 1997, and before January 30, 1998, the date on which the
Schools and Libraries (SLC) website was fully operational, would be eligible for support and
exempt from the competitive bidding rules for services provided through December 31,
1998. 17 The Commission designated these existing contracts as exempt from competitive
bidding in order to "avoid penalizing schools and libraries that were reasonably uncertain of
their rights pursuant to the [Universal Service] Order," and to allow schools and libraries to
have greater flexibility with regard to their long term contracts. 18 Finally, the Commission
extended the rules regarding support for existing contracts to eligible rural health care
providers. 19
7.
On May 13, 1998, the Bureau sought additional comment in the Collection
Public Notice on ways to ensure that the most economically disadvantaged schools and
libraries receive adequate universal service support and on ways "to implement a gradual
phase-in of the schoo1s;·1ibraries, and rural health care universal service support mechanisms,
that takes advantage, and reflects the timing, of access charge reductions. "20
8.
On June 22, 1998, the Commission issued the Fifth Reconsideration Order, in
which the Commission reconsidered several rules with respect to the schools and libraries
universal service support mechanism. 21 Among other things, the Commission changed the
funding year for schools and libraries from a calendar year (January 1 - December 31) to a

IS

Universal Service Order, 12 FCC Red at 9062-63, para. 545.

Federal-State Joint Board on Universal Service and Access Charge Reform, Price Cap Performance
Review for local Exchange Carriers, Transport Rate Structure, and Pricing End User Carrier Common Line
Charge, CC Docket Nos. 96-45, 96-262, 94-1, 91-213, 95-72, Fourth Order on Reconsideration in CC Docket
No. 96-45 and Report and Order in CC Docket Nos. 96-45, 96-262, 94-1, 91-213, 95-72, 13 FCC Red 5318,
5441 at para. 217 (1998) (Fourth Reconsideration Order).
16

17

Fourth Reconsideration Order, 13 FCC Red at 5441, para. 217.

18

Universal Service Order, 12 FCC Red at 5445, para. 217.

19

Fourth Reconsideration Order, 13 FCC Red at 5446, para. 219.

° Common Carrier Bureau Seeks Comment on Proposed Revision of 1998 Collection Amounts for Schools
and Libraries and Rural Health Care Universal Service Support Mechanisms, Public Notice, CC Docket No. 9645, 13 FCC Red 9448 (1998) (Collection Public Notice).
2

21
Among actions taken in the Fifth Reconsideration Order, the Commission directed the administrative
corporations (USAC and SLC} to commit or disburse no more than $1.925 billion for the schools and libraries
support mechanism during 1998 and the first two quarters of 1999. Fifth Reconsideration Order, 13 FCC Red at
14917, para. 3.
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fiscal year cycle (July I - June 30). 22 The Commission concluded that the transition should be
implemented immediately, so that applications submitted during the initial 75-day filing
window23 and approved for funding, would be provided support for the eighteen month period
of January I, 199&..through June 30, 1999. 24
9.
Because·the first funding year was changed to end on June 30, 1999, the
Commission in the Fifth Reconsideration Order also reconsidered the limited exemption from
competitive bidding for voluntary extensions of existing contracts, and concluded that
"existing contracts that have a termination date between December 31, 1998 and June 30,
1999 [may] be voluntarily extended [and exempt from the competitive bidding requirement] to
a date no later than June 30, 1999. "25 The Commission created this limited exemption so that
applicants with existing contracts that filed during the 1998 filing window would not have to
competitively bid for services to be received only during the six-month extension of the
funding year, i.e., January 1, 1999 through June 30, 1999.
I 0.
On December 31, 1998, the Commission issued the Ninth Reconsideration
Order, changing the funding y~ for the rural health care universal service support

22

Fifth Reconsideration Order, 13 FCC Red at 14916 and 14920, paras. I and 8.

23
On October 14, 1997, in the Third Report and Order, the Commission adopted a filing window that
would give equal funding priority, instead of first-come, first-served treatment, to all applications filed during
that window period. Further, the Commission directed the universal service administrators, SLC and the RHCC,
to determine the length of their filing windows. Federal-State Joint Board on Universal Service, Third Report
and Order, CC Docket 96-45, 12 FCC Red 22485, 22486 paras. 2-5 (1997) (Third Report and Order).
Consistent with Commission direction, SLC adopted a filing window of 75 days, which opened on January 30,
1998 and closed on April 15, 1998; and RHCC adopted a filing window of 75 days, which opened on May I,
1998 and closed on July 14, 1998. See Schools and Libraries Corporation and Health Care Corporation Adopt
Length of Filing Windows, Public Notice, CC Docket No. 96-45, 12 FCC Red 18240 (1997) (Windows Public
Notice).

24
Fifth Reconsideration Order, 13 FCC Red at 14916 and 14920, paras. I and 8. The Commission also
concluded that, for applications that are filed within the 75-day filing window and seek discounts on
telecommunications services and Internet access, the Administrator shall make funding commitments effective for
services provided no earlier than January I, 1998, and that discounts for these services will be funded at the
approved monthly level. Fifth Reconsideration Order, 13 FCC Red at 14922, para. 12. Further, the
Commission decided that, for applications that are filed within the 75-day filing window and seek discounts on
internal connections, the Administrator shall commit the approved amount of support, but these funds may be
utilized during the remainder of 1998 as well as during the transition period through June 30, 1999. Fifth
Reconsideration Order, 13 FCC Red-at 14922, para. 13.
25
Fifth Reconsideration Order, 13 FCC Red at 14923, para. 14. Commission rules previously stated that
the following contracts are exempt from competitive bid requirements: contracts signed on or before July IO,
1997 are exempt for the life of the contract; and contracts signed after July IO, 1997 but before January 30, 1998
are exempt only with respect to services provided between January 1, 1998 and December 31, 1998. 47 C.F.R. §
54.51 l(c)(I).

5987

Federal Communications Commission

FCC 99-46

mechanism from a calendar year cycle to a fiscal year cycle. 26 Consistent with the Fifth
Reconsideration Order, the Commission concluded that the transition to a fiscal year cycle
should be implemented immediately. 27 The Commission likewise concluded that applications
submitted during the _initial 75-day filing window, and approved for discounts, will be funded
through June 30, 1999, within the funding limitations adopted in the Ninth Reconsideration
Order. 28 As in the Fifth Reconsideration Order, the Commission found that it would be in
the public interest to amend the exemption from the competitive bidding requirements in
section 54.604 of our rules, 29 to allow rural health care providers that filed applications within
the 75-day initial filing window to extend voluntarily, without engaging in competitive
bidding, to a date no later than June 30, 1999, existing contracts that otherwise would
terminate between December 31, 1998 and June 30, 1999. 30
11.
On October 16, 1998, the Council of Chief State School Officers (CCSSO)
filed a letter with the Chairman. of the Commission, requesting reconsideration of the Fifth
Reconsideration Order's decision that only existing contracts that terminate between
December 31, 1998 and June 30, 1999 may be voluntarily extended, without engaging in
competitive bidding, to a date no later than June 30, 1999. 31 The CCSSO states that "the
Commission decision did not take into account that eligible and successful applicants with
contracts that expired prior to the December 31, 1998 date might experience a loss of any
discounts in the period January 1 through June 30, 1999."32 That is, applicants could not have
anticipated that their existing contracts, if set to expire prior to December 31, 1998, would
leave them without discounted services for the balance of the funding year, i.e., January 1,
1999 through June 30, 1999. As CCSSO notes, the Commission's decision to change to a
fiscal year funding cycle was made too late for an applicant to change its competitive bidding
process to reflect the new schools and libraries funding year and requests the Commission to
reconsider the decision to allow applicants "the ability to receive discounts for the balance of
the first round period, January 1, 1999 through June 30, 1999."33 While the Commission's

26

Ninth Reconsideration Order at para. 6.

27

Ninth Reconsideration Order at para. I.

28

Ninth Reconsideration Order at para. I.

29

47 C.F.R. § 54.604.

30

Ninth Reconsideration Order at para 15.

We note that CCSSO's letter was untimely filed for purposes of reconsideration. See 47 C.F.R. §§ 1.4
and 1.429.
31

Letter from Gordon M. Ambach, Council of Chief State School Officers, to William E. Kennard, FCC,
dated October 16, 1998 (October 16 CCSSO Letter).
32

October 16 CCSSO Letter at 2. The Commission received a similar comment from an individual and
supporting letters from various schools. See E-mail from Greg Weisiger to William E. Kennard, Chairman,
Federal Communications Commission, dated October 11, 1998 (stating that the Commission should change its
33
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decision to extend the funding year was made in July 1998, the filing window for the 1998
funding year had closed in April 1998.
B.

Discussion

On our own motion, we find that it is in the public interest to reconsider the
12.
portion of the Fifth Reconsideration Order and the Ninth Reconsideration Order. relating to
the limited exemption from competitive bidding. 34 After further reflection, informed by the
CCSSO's letter, we conclude that it is necessary to modify sections 54.511 and 54.604 of our
rules, so that eligible applicants that filed during the initial filing window and were approved
for discounts, are exempt from our competitive bidding rules for voluntary extensions or
renewals of existing contracts to a date no later than June 30, 1999. This modification is
necessary in light of the Commission's decision in the Fifth Reconsideration Order to change
the funding year from a calendar year to a fiscal year that begins July 1st and ends June 30th
of each year. The modification applies only to the 1998 funding year.
13. .·.\Vhen the Commission changed the funding cycle for schools and libraries on
June 22, 1998, and for rural health care providers on December 31, 1998, the initial filing
windows had already closed, 35 and some schools, libraries, and rural health care providers had
existing contracts that were set to end before December 31, 1998. We decided in the Fifth
Reconsideration Order and the Ninth Reconsideration Order to allow exemption from our
competitive bidding requirements for voluntary extensions of existing contracts expiring
between December 31, 1998 and June 30, 1999, because it would be "administratively and
financially unworkable" for them to participate in competitive bidding for only a six month
service period. 36 The Commission did not foresee, however, that some applicants that were

decision in the Fifth Reconsideration Order so that contracts expiring before December 31, 1998 may be
extended and funded through June 30, 1999); Letter from Roger E. Whaley, New Albany-Floyd County
Consolidated School Corporation, to William Kennard, Chairman, FCC, dated January 5, 1999 (encouraging
Commission to reconsider issue of existing contracts); Letter from Earl Robertson, Peoria Public Schools, to
William Kennard, Chairman, FCC, dated December 23, 1998 (supporting the CCSSO request); Letter from Craig
Glenn, Crawfordsville Community School Corporation, to William Kennard, Chairman, FCC, dated December
23, 1998 (requesting Commission to allow reimbursement for eighteen months for existing contracts expiring in
November 1998); Letter from Charles De Voe, State Education Department, University of the State of New York,
to William Kennard, FCC, dated December 16, 1998 (requesting reconsideration of the decision on existing
contracts); Letter from Orin R. Heend, Funds for Leaming, to Magalie Roman Salas, FCC, dated December 21,
1998 (supporting amendment of the rule regarding voluntary contract extensions to "eliminate the inequity
inherent in it").
34
The Commission retains jurisdiction to reconsider its rules on its own motion in light of pending
petitions for reconsideration in this proceeding. See U.S.C. § 405, 47 C.F.R.§ 1.108; see also Central Florida
Enterprises, Inc. v, FCC, 598 F.2d 37, 48 n.51 (D.C. Cir. 1978), cert. dismissed, 441 U.S. 957 (1979).

35
The filing window for schools and libraries closed on April 15, 1998. Windows Public Notice, 12 FCC
Red 18240. The filing window for rural health care providers closed on July 14, 1998. Id.
36

Fifth Reconsideration Order, 13 FCC Red at 14923, para. 14; Ninth Reconsideration Order at para. 15.
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approved to receive universal service discounts had existing contracts that would expire before
December 31, 19.98, and would consequently be unable, without engaging in competitive
bidding for only a six month period, to receive discounts for the following six months from
January 1, 1999 "thiougfi June 30, 1999. For example, applicants that filed during the filing
window and had existing contracts expiring between the 1998 filing window closing date and
December 31, 1998 may have been willing, under the old calendar year funding cycle, to
forego a month or two of discounts in anticipation of discounts for the following year
(starting in January). Under the new fiscal year funding cycle (starting in July) implemented
in our orders, however, these applicants would be required to engage in competitive bidding
for only a six-month period or be left without discounts for a period of greater than six
months. An unintended consequence of the two orders, therefore, was that applicants with
contracts expiring before December 31, 1998 were treated less favorably than applicants with
contracts expiring between December 31, 1998 and June 30, 1999.
14.
We further note that the policy interest we articulated in the Fifth
Reconsideration Order and the Ninth Reconsideration Order (i.e., eliminating the
administrative burden of bidding for only a six-month period) exists equally for applicants
with existing contracts expiring between the closing dates of their filing windows and
December 31, 1998, and those with existing contracts expiring between December 31, 1998
and June 30, 1999. In light of these considerations, and those raised by the CCSSO and
various schools, we reconsider our holding in the Fifth Reconsideration Order and the Ninth
Reconsideration Order, and find herein that all schools, libraries, and rural health care
providers that have applied and been approved for discounts for eligible services subject to
existing contracts that expire between the respective closing dates of their 1998 filing window
and June 30, 1999, are exempt from our competitive bidding requirements for voluntary
extensions or renewals of these contracts to a date no later than June 30, 1999. As we noted
previously in the Fifth Reconsideration Order, it would be administratively and financially
unworkable for schools, libraries, and rural health care providers to participate in competitive
bidding for only a six-month service period. 37
15.
In extending this exemption from our competitive bidding requirements, we
make clear that additional discounts for these contracts will only be available for recurring
services for the period January 1, 1999 through June 30, 1999. With respect to the limited
time period, we recognize that parties to these contracts were unintentionally treated
differently from those applicants with existing contracts expiring after December 31, 1998, but
we do not intend to place them in a better position than they would have been had we not
changed the funding year. That is, if applicants were willing to forego a month or two of
discounted services, in anticipation of a funding year beginning on January 1, 1998, we will
not now provide discounts for-that period in which the applicant made such a conscious
decision. Therefore, recurring services in these approved existing contracts expiring between
the closing dates of the 1998 filing window and June 30, 1999, will be eligible for universal
service discounts only for the period from January 1, 1999 through June 30, 1999, pursuant to

37

Fifth Reconsideration Order. 13 FCC Red at 14923, para. 14; Ninth Reconsideration Order at para. 15.
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sections 54.501, 54.51 r(c) and (d), 54.601, and 54.611 of our rules. 38 Consistent with our
decision in the Fifth Reconsideration Order and the Ninth Reconsideration Order, additional
discounts will be funded at the monthly level approved by the Administrator, as established
by letters sent to eligible schools and libraries, and rural health care providers, through June
30, 1999.39 We conclude that this approach is reasonable because telecommunications
services and Internet access are generally provided ·at regular, monthly intervals and are billed
on a monthly, recurring basis. 40

III.

NONRECURRING SERVICES

A.

Background

16.
Section 54.507(d) of the Commission's rules requires schools and libraries "to
file new funding requests for each funding year." 41 Section 54.507(e) limits the availability of
discounts for a long-term contract covering eligible services to the funding year for which
discounts are sought. 42 Moreover, section 54.507(b) states that, for the 1998-1999 funding
year, "[s]chools and libraries filing applications within the initial 75-day filing window shall
· receive funding for requested services through June 30, 1999."43 These provisions, along with
the Commission's order~, require schools and libraries to use services for which discounts
have been committed by the Administrator within the funding year for which the discounts
were sought.44

B.

Discussion

17.
We also reconsider on our own motion, for the 1998-1999 funding year, the
requirement that schools and libraries use nomecurring, discounted services within the funding
year for which the discounts were received. Specifically, we amend our rules to allow
schools and libraries to use nomecurring services for which discounts have been committed by
38

47 C.F.R. §§ 54.501, 54.51 l(c) and (d), 54.601, and 54.611.

39 As noted in para. 2, supra, although this modification of our rules will result in the provision of
additional support for discounts to schools and libraries, it will not require the Commission to collect additional
funds from universal service contributors. Wheri the Administrator learned that some applicants may have been
treated less favorably than other applicants, it set aside funds in its contingency fund reserve so that sufficient
funds would be available in the event the Commission were to extend the exemption from competitive bidding.

Fifth Reconsideration Order at para. 12; Ninth Reconsideration Order at para. 12.
41

47 C.F.R. § 54.507(d).

42

47 C.F.R. § 54.507(e).

43

47 C.F.R. § 54.507(b}.

44

See Universal Service Order, 12 FCC Red at 9057-9062, paras. 535 -54. See also Fifth
Reconsideration Order, 13 FCC Red at 14921, para. 9.
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the Administrator until September 30, 1999, three months beyond the end of this first funding
year.45
18.
As previously explained, in June 1998, we changed the funding year for the
schools and libraries universal services support mechanism to begin July 1 of a given year and
to end June 30 of the following year. In addition, we extended our first funding year to
coincide with this new funding year rule, resulting in an eighteen-month implementation
funding year (January 1, 1998 - June 30, 1999). When we changed this first funding year, we
explicitly noted that this change would ameliorate concerns by applicants that they would be
unable to receive services of a nonrecurring nature, such as internal connections, prior to the
close of the funding year. 46 Indeed, we recognized that the delay in providing schools and
libraries with information on the discounts that they were approved to receive from service
providers pursuant to their requests under section 254 could contribute to applicants' inability
to receive discounted services within the original funding year deadline. 47 We note that this
rule change applies only to the 1998-99 funding year, and is not applicable to subsequent
funding cycles.
19.
Since that time, the Administrator has begun to inform schools and libraries
about their eligibility to receive discounted services and the availability of funds to cover such
discounted services. Although the Administrator proceeded at a reasonable pace, we are
concerned that some schools and libraries that will be approved to receive discounted services
may have been informed by the Administrator rather late in the funding year. Because the
schools and libraries support mechanism was first implemented in this 1998-99 funding year,
we did not anticipate these initial delays. Indeed, the Administrator continued to notify
schools of their eligibility to receive discounted services and the availability of funds to cover
the provision of such services through February of this year. 48
20.
As recently highlighted by the CCSSO, such schools and libraries quite
reasonably may not be able to complete the prerequisites necessary to receive nonrecurring
discounted services by June 30, 1999, the end of this funding year. 49 For example, some
schools and libraries may have been reluctant to initiate the installation of internal connections
without first being notified by the Universal Service Administrator of approval of their

45 See Appendix A.
46 Fifth Reconsideration Order, 13 FCC Red at 14921, para. 9.
47

Fifth Reconsideration Order, 13 FCC Red at 14921, para. 9.

48
See Letter from Kate Moore: President of the Schools and Libraries Division of USAC, to Irene
Flannery, Chief, Accounting Policy Division, dated February 8, 1999 (USAC February 8 Letter).

49

See Letter from Gordon M. Ambach, Council of Chief State School Offices, to Magalie Salas, Secretary
of the FCC, dated February 2, 1999 (February 2 CCSSO letter). See also Letter from Representative Bill
Pascrell, Jr et al. (with 19 Members of Congress signing) to Kate Moore, President, Schools and Libraries
Division, USAC, dated January 29, 1999.
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requested discounts for These nonrecurring services. We believe it would be unduly harsh to
insist that those schools and libraries forego these nonrecurring discounted services, solely
because they were not notified of their eligibility for such discounted services, within a time
frame that would allow. .them to take advantage of such services. Such schools and libraries
should not be penalized for merely being cautious about taking such services without full
information as to how they would pay for the services.
21.
In addition, as we noted in the Fifth Reconsideration Order, many nonrecurring
services may need to be performed while children are not in school. so Thus, schools notified
in February of their qualification for these discounted services have· little opportunity to
receive such services between now and the end of this funding year. Indeed, for many
schools, the only time available to receive nonrecurring services may be at the close of
school, which may run close to the end of the funding year. Moreover, although schools and
libraries should have contracts in place to begin the work necessary to ensure service can be
taken, actually having the necessary personnel on site to complete the contract by June 30,
1999, could prove difficult, if not impossible. Giving schools and libraries additional time in
which to complete delivery of nonrecurring services will address these concerns. We note
that, with respect to this change, we are not increasing the amount of discounts that schools
and libraries may receive for nonrecurring services in 1998-99 beyond those already
anticipated by the Administrator; we are merely providing schools and libraries with
additional time in which to complete. their receipt of these discounted nonrecurring services.
Such nonrecurring services must have been requested within the initial filing window and
approved by the Administrator for this funding year, 1998-1999.
22.
In order to ensure equitable treatment for recipients of discounts for
nonrecurring services, we also adopt a limited extension of our exemption from competitive
bidding for existing contracts with respect to these nonrecurring services. Contracts exempt
from competitive bidding that will expire by June 30, 1999, may be voluntarily extended with
respect to nonrecurring services for which discounts have been approved by the Administrator
for the funding year 1998-1999, until September 30, 1999. This extension applies only to the
period during which schools and libraries may receive nonrecurring services for which
discounts have been approved by the Administrator for the first funding year; it does not
provide additional discount funds. Thus, parties to such contracts may extend to September
30, 1999 the date by which nonrecurring services approved for discounts may be received
without complying with the competitive bidding process. Parties may not, however, extend
other provisions beyond the dates established by our rules without complying with the
competitive bidding process.
23.
We believe these actions will ensure that schools and libraries are provided the
ability to access "advanced telecommunications and information services. "s 1 At the same
time, these changes will not undermine the efficacy of the schools and libraries universal
so Fifth Reconsideration Order at para. 13. See also February 2 CCSSO Letter and USAC February 8
letter.
51

47 U.S.C. § 254(bX6). See also 47 U.S.C. § 254 (hX2).
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service support mechanism, because they will not adversely affect the administration of that
mechanism.s2 Nor will these actions financially overburden the schools and libraries universal
support mechanism because they require no additional funding; rather, they merely allow -·
collected funds tp be .used within a reasonable time period.

IV. EFFECTIVE DATE OF RULES
24.
In this Order, as noted, we adopt amendments to our exemption from
competitive bidding requirements (sections 54.511 and 54.604 of our rules) so that schools,
libraries, and rural health care providers that filed applications within the 75-day initial filing
window may be exempt from competitive bidding requirements for voluntary extensions or
renewals of existing contracts to a date no later than June 30, 1999. The limited exemption
from competitive bidding for voluntary extensions or renewals of existing contracts that would
otherwise expire between the closing dates of the 1998 filing window and June 30, 1999, will
be available only through June 30, 1999. Further, we adopt amendments to sections 54.507
(b) and 54.5ll(d), with respect to nonrecurring services. These rule changes will make it less
difficult for schools and libraries to receive eligible, discounted services pursuant to section
254 of the Communications Act of 1934, as amended.s3 Pursuant to the Administrative
Procedure Act, we find that we should depart from the general requirement that final rules
take effect not less than thirty days after their publication in the Federal Register, because
these substantive rule changes grant an exemption and "relieve[...] a restriction. "s4 We
conclude that these new rules will take effect upon the date of their publication in the Federal
Register.

V. CONCLUSION
25.
In conclusion, we reconsider our limited exemption from competitive bidding.
In this Order, we find that all schools, libraries, and rural health care providers that have
applied and been approved for discounts in this initial funding cycle, may be exempt from
competitive bidding for voluntary extensions or renewals of existing contracts to a date no
later than June 30, 1999, where such contracts otherwise would expire between the closing
date of their 1998 filing windows and June 30, 1999. As we noted previously in the Fifth
Reconsideration Order, it would be administratively and financially unworkable for schools,
libraries, and rural health care providers to participate in competitive bidding for only a sixmonth service period. ss In so allowing this limited extension, we will permit schools and
libraries to be eligible for additional discounts on recurring services covered by such contracts
for the period from January 1, 1999 through June 30, 1999, and therefore coincide with the
extension of the initial funding year.
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See USAC February 8 Letter:

u.s.c. § 254(h).

SJ

47

S4

5

SS

Fifth Reconsideration Order, 13 FCC Red at 14923, para. 14; Ninth Reconsideration Order, at para. 15.

u.s.c. § 553(d){l).
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26.
In addition, we also amend our rules to allow schools and libraries to receive
nonrecurring services for which they applied and have received approval for discounts from
the Administrator for the funding year 1998-1999, through September 30, 1999. Consistent
with this change;:, w~ al.so adopt a limited extension of our exemption from competitive
bidding for existing contracts with respect to these nonrecurring services. Contracts exempt
from competitive bidding that will expire by June 30, 1999 may be voluntarily extended with
respect to nonrecurring services for which discounts have been approved by the Administrator
until September 30, 1999. This extension applies only to the period during which such
services must be received. Thus, parties to such contracts may extend to September 30, 1999
the date by which nonrecurring services approved for discounts may be received without
complying with the competitive bidding process, but may not extend other provisions beyond
the dates established by our rules without complying with the competitive bidding process.
VI. SUPPLEMENTAL FINAL REGULATORY FLEXIBILITY ANALYSIS
27.
In compliance with the Regulatory Flexibility Act (RFA),56 and the Initial
Regulatory Flexibility Analysis (IRF A) that accompanied the Collection Public Notice in the
Federal Register, 57 this Supplemental Final Regulatory Flexibility Analysis (SFRFA)
supplements the Final Regulatory Flexibility Analysis (FRFA) included in the Universal
Service Order, 58 and the Supplemental Final Regulatory Flexibility Analyses in the Fifth
Reconsideration Order5 9 and the Ninth Reconsideration Order,60 only to the extent that
changes to the Order adopted here on reconsideration require changes in the conclusions
reached in the FRFA in the Universal Service Order and the Supplemental Final Regulatory
Flexibility Analyses in the Fifth Reconsideration Order and Ninth Reconsideration Order.
This FRFA was preceded by an Initial Regulatory Flexibility Analysis (IRFA)61 incorporated
in the Notice of Proposed Rulemaking and Order Establishing the Joint Board (NPRM),
prepared in connection with the Recommended Decision, which sought written public
comment on the proposals in the NPRM and the Recommended Decision.62
28.
To the extent that any statement contained in this Supplemental Final
Regulatory Flexibility Analysis is perceived as creating ambiguity with respect to our rules or

56
See 5 U.S.C. § 604. The Regulatory Flexibility Act, 5 U.S.C. § 601 et seq., was amended by the Small
Business Regulatory Enforcement Act of 1996 (SBREFA}, Title II of the Contract with America Advancement
Act of 1996, Pub. L. No. 104-121, 110 Stat. 847 (1996).
57

63 Fed. Reg. 27,524 (May 19, 1998).

SS

Universal Service Order, 12 FCC Red at 9219-9260, paras. 870-983.

59

Fifth Reconsideration Order, 13 FCC Red at 14948.

60

See Ninth Reconsideration Order, at paras. 17-24.

61

See generally 5 U.S.C. § 603.

62

61 Fed. Reg. 63,778, 63,796 (1996).
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statements made in preceding sections of this Order, the rules and statements set forth in those
preceding sections shall be controlling.

A.

Need for and Objectives of this Report and Order

29.
The Commission is required by section 254 of the Act to promulgate rules to
implement promptly the universal service provisions of section 254. On May 8, 1997, the
Commission adopted rules intended, inter alia, to reform our system of universal service
support mechanisms so that universal service is preserved and advanced as markets move
toward competition. In this Order, we reconsider one aspect of those rules. Specifically, in
order to give consistent treatment to all schools, libraries, and rural health care providers that
applied for discounts during the 75-day initial filing window, we amend sections 54.511 (d)
and 54.604 of our rules, so that all applicants that filed for support during the initial filing
window may be exempt from our competitive bidding rules for voluntary extensions or
renewals of existing contracts to a date no later than June 30, 1999. This, we find, is in the
public interest.
30.
In addition, in order to avoid penalizing schools and libraries for any caution
they exhibited in using nonrecurring services without full information as to how they would
pay for them, we amend section 54.507 of our rules to allow schools and libraries for which
the Administrator approved discounts on eligible nonrecurring services to receive such
services through September 30, 1999. To provide equitable treatment, we amend section
54.51 l(d) of our rules to allow a limited extension of our exemption from the competitive
bidding rules for voluntary extensions on existing contracts with respect to nonrecurring
services. Contracts exempt from competitive bidding that will expire by June 30, 1999 may
be voluntarily extended with respect to nonrecurring services for which discounts have been
approved by the Administrator for the funding year 1998-1999 until September 30, 1999. As
explained above, we find these actions will ensure that schools and libraries are provided the
ability to access "advanced telecommunications and information services," consistent with
section 254.

B.

Summary and Analysis of the Significant Issues
Raised by Public Comments in Response to the IRFA

31.
The Commission received several letters from various small governmental
entities encouraging us to reconsider our rules regarding the exemption of contracts from
competitive bidding, and the application of discounts to nonrecurring services beyond the first
funding period~3 As a result,-in this Order, we have reconsidered our limited exemption from

See, e.g., October 16 CCSSO Letter at 2; E-mail from Greg Weisiger to William E. Kennard, Chairman,
··Federal Communications Commission, dated October 11, 1998 (stating that the Commission should change its
decision in the Fifth Reconsideration Order so that contracts expiring before December 31, 1998 may be
extended and funded through June 30, 1999); Letter from Roger E. Whaley, New Albany-Floyd County
Consolidated School Corporation, to William Kennard, Chairman, FCC, dated January 5, 1999 (encouraging
63
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competitive bidding and have determined that all schools, libraries, and rural health care
providers that have applied and been approved for discounts in this initial funding cycle, may
be exempt from competitive bidding for voluntary extensions or renewals of existing contracts
to a date no late_r than .June 30,_ 1999, where such contracts otherwise would expire between
the closing date of their 1998 filing windows and June 30, 1999. We further amend our rules
to allow schools and libraries to receive nonrecurring services for which they applied and
have received approval for discounts from the Administrator for the funding ye~ 1998-1999,
through September 30, 1999.

C.

Description and Estimates of the Number of Small Entities to Which the
Rules Adopted in This Order will Apply

32.
The RF A directs agencies to provide a description of and, where feasible, an
estimate of the number of small entities that may be affected by the proposed rules, if
adopted. 64 The RFA generally defines the term "small entity " as having the same meaning as
the terms "small business," "small organization," and "small governmental jurisdiction."65 In
addition, the term "small business" has the same meaning as the term "small business concern"
under the Small Business Act. 66 A small business concern is one which: (1) is independently
owned and operated; (2) is not dominant in its field of operation; and (3) satisfies any
additional criteria established by the Small Business Administration (SBA). 67 A small
organization is generally "any not-for-profit enterprise which is independently owned and

Commission to reconsider issue of existing contracts); Letter from Earl Robertson, Peoria Public Schools, to
William Kennard, Chainnan, FCC, dated December 23, 1998 (supporting the CCSSO request); Letter from Craig
Glenn, Crawfordsville Community School Corporation, to William Kennard, Chainnan, FCC, dated December
23, I 998 (requesting Commission to allow reimbursement for eighteen months for existing contracts expiring in
November 1998); Letter from Charles DeVoe, State Education Department, University of the State of New York,
to William Kennard, FCC, dated December I 6, I 998 (requesting reconsideration of the decision on existing
contracts); Letter from Orin R. Heend, Funds for Leaming, to Magalie Roman Salas, FCC, dated December21,
1998 (supporting amendment of the rule regarding voluntary contract extensions to "eliminate the inequity
inherent in it"). See also Letter from Gordon M. Ambach, Council of Chief State School Offices, to Magalie
Salas, Secretary of the FCC, dated February 2, 1999 (February 2 CCSSO Letter); Letter from Representative Bill
Pascrell, Jr et al. (with 19 Members of Congress signing) to Kate Moore, President, Schools and Libraries
Division, USAC, dated January 29, 1999.
64

s u.s.c. § 603(b)(3).

65

s u.s.c. §-601(6).

S U.S.C. § 601(3) (incorporatfog by reference the definition of "small business concern" in IS U.S.C.
§ 632). Pursuant to the RFA, the statutory definition of a small business applies "unless an agency, after
consultation with the Office of Advocacy of the Small Business Administration and after opportunity for public
comment, establishes one or more definitions of such tenn which are appropriate to the activities of the agency
and publishes such definition(s) in the Federal Register." S U.S.C. § 601(3).
66

67

Small Business Act, 15 U.S.C. § 632 (1996).
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operated and is not dominant in its field. "68 Nationwide, as of 1992, there were
approximately 275,801 small organiz.ations.69 "Small governmental jurisdiction" generally
means "governments of cities, counties, towns, townships~ villages, school districts, or special
districts, with a population of less than 50,000. "70 As of 1992, there were approximately
85,006 such jurisdictions in the United States. 71 This number includes 38,978 counties, cities,
and towns; of these, 37,566, or 96 percent, have populations of fewer than 50,000. 72 The
Census Bureau estimates that this ratio is approximately accurate for all govern.mental entities.
Thus, of the 85,006 governmental entities, we estimate that 81,600 (91 percent) are small
entities.
33.
As noted in the FRFA at paragraphs 890-925 of the Universal Service Order,
there are a number of small entities that would be affected by the new universal service rules.
The rules adopted in this Order, however, would affect primarily only schools, libraries, and
rural health care providers. Moreover, because the rules would relieve restrictions on these
entities, we believe these rules would not have a significant impact on these small entities.
We further describe and estimate, however, the number of small governmental jurisdictions,
small businesses, and small organiz.ations that may potentially be. ~ected by the rules adopted
in this Order.
'
34.
The Commission specifically noted in the Universal Service Order that the
SBA defined small elementary and secondary schools and. small libraries as those with under
$5 million in annual revenues. 73 The Commission further estimated that there are fewer than
86,221 public and 26,093 private schools and fewer than 15,904 libraries that may be affected
by the decisions and rules adopted in the Universal Service Order. 74 We believe that these
same small entities may be affected potentially by the rules adopted in this Order.
35.
In addition, the Commission noted in the Universal Service Order that neither
the Commission nor the SBA has developed a definition of small, rural health care providers.
Section 254(h)(5)(B) defines the term "health care provider" and sets forth the seven
categories of health care providers eligible to receive universal service support. 75 We

68

5

u.s.c. § 601(4).

69 1992 Economic Census, U.S. Bureau of the Census, Table 6 (special tabulation of data under contract to
Office of Advocacy of the U.S. Small Business Administration).

u.s.c. § 601(5).

70

5

71

U.S. Dept. of Commerce, Bureau of the Census, "1992 Census of Governments."

72

U.S. Dept. of Commerce, Bureau of the Census, "1992 Census of Governments."

73

See Universal Service Order, 12 FCC Red at 9242, para. 925.

74

See Universal Service Order, 12 FCC Red at 9243, para. 925.

75

See 47 U.S.C. § 254(h)(5)(B).
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estimated that there are-fewer than 12,296 health care providers potentially affected by the
rules in the Universal Service Order. 16 We note that these small· entities may potentially be
affected by the rules adopted in this Order.

D.

Summary Analysis of the Projected Reporting, Recordkeeping,
and Other Compliance Requirements~

36.
In the FRFA to the Universal Service Order, we described the projected.
reporting, recordkeeping, and other compliance requirements associated with the Schools and
Libraries section, the Rural Health Care Provider section, and the Administration section of
the Universal Service Order. 71 Below, we provide the following analysis of the new
requirements adopted in this present Order.
I

37.
Under the rule changes adopted herein, those schools, libraries, and rural health
care providers that filed applications within the 75-day initial filing window, are exempt
through June 30, 1999 from our competitive bidding rules for voluntary extensions or
renewals of their existing contracts for telecommunications and Internet access services. This
re:vised rule is in the public interest because it provides consistent treatment to all applieants
that filed during the 75-day initial filing window, regardless of when their existing contracts
were set to expire. Further, as noted, this revised rule also eliminates the administrative
burden for schools, libraries, and rural health care providers, of bidding for only a six month
period. This change will not have a significant impact on the reporting, recordkeeping, and
other compliance requirements for the schools, libraries, and rural health care support
mechanisms, and may reduce paperwork for some schools, libraries, rural health care
providers, and other entities.
38.
In addition, we adopt rule changes to allow schoQls and libraries for which the
Administrator approved discounts on eligible nonrecurring services to receive such services
through September 30, 1999. We also allow a limited extension of our exemption from the
competitive bidding rules for voluntary extensions on existing contracts with respect to
nonrecurring services. Contracts exempt from competitive bidding that will expire by June
30, 1999 may be voluntarily extended with respect to nonrecurring services for which
discounts have been approved by the Administrator for the funding year 1998-1999 until
September 30, 1999. These rule changes will allow schools and libraries additional time in
which to receive discounted, nonrecurring services. These changes also will not have a
significant impact on the reporting, recordkeeping, and other compliance requirements for the
schools and libraries, and may reduce paperwork for some schools and libraries, and other
entities.

E.

Steps Taken to Minimize Significant Economic Impact on Small Entities,
and Significant Alternatives Considered.

76

See Universal Service Order, 12 FCC Red at 9242, para. 924.

77

See Universal Service Order, 12 FCC Red at 9252-59, paras. 956-60, 968-71, and 980.
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39.
In the FRFA to the Universal Service Order, the Commission described the
steps taken to minimize the significant economic impact on a substantial number of small
entities consistent with stated objectives associated with the Schools and Libraries section, the ·
Rural Health Care Provider section, and the Administration section of the Universal Service
Order. 18 As described above, our current action to amend our rules regarding exemptions
from competitive bidding will benefit schools, libraries, and rural health care providers, by
eliminating the administrative burden of bidding for services for only a six-month period
through June 30, 1999. In addition, our decision to amend our rules to allow schools and
libraries for which the Administrator approved discounts on eligible nonrecurring services to
receive such services through September 30, 1999 will benefit schools and libraries because it
will provide them additional time in which to receive such services. Moreover, our decision
to allow a limited extension of our exemption from the competitive bidding rules for
voluntary extensions on existing contracts with respect to nonrecurring services will also
provide additional time in which to receive such services without the potential administrative
burden of bidding for such services. We believe that these amended rules fulfill the statutory
mandate to enhance access to telecommunications services for schools, libraries, and rural
health care providers, and fulfill the statutory principle of providing quality services at ''just,
reasonable, and affordable rates, "79 without imposing unnecessary burdens on schools,
libraries, rural health care providers, or service providers, including small entities.

VII. ORDERING CLAUSES
40.
Accordingly, IT IS ORDERED that, pursuant to the authority contained in
sections 1-4, 201-205, 254, 303(r), 403, and 405 of the Communications Act of 1934, as
amended, 47 U.S.C. §§ 151-154, 201-205, 254, 303(r), 403, and 405, and section 1.108 of the
Commission's rules, 47 C.F.R. § 1.108, the TENTH ORDER ON RECONSIDERATION IN
CC DOCKET NO. 96-45 IS ADOPTED.
41.
IT IS FURTHER ORDERED that, pursuant to the authority contained in
sections 1-4, 201-205, 254, 303(r), 403, and 405 of the Communications Act of 1934, as
amended, 47 U.S.C. §§ 151-154, 201-205, 254, 303(r), 403, and 405, and section 1.108 of the
Commission's rules, 47 C.F.R. § 1.108, and Part 54 of the Commission's rules, 47 C.F.R.
Part 54, ARE AMENDED, as set forth in Appendix A attached hereto.
42.
IT IS FURTHER ORDERED that, because the rule changes set forth in
Appendix A grant an exemption and relieve a restriction, the rule changes ARE EFFECTIVE
immediately upon publication in the Federal Register.

1s

Id.

79

47 U.S.C. § 254(b)(I).
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43.
IT IS FURTHER ORDERED that the Commission's Office of Public Affairs,
Reference Operations Division, SHALL SEND a copy of this Tenth Order on
Reconsideration, including the Supplemental Final Regulatory Flexibility Analysis, to the
Chief Counsel (or Advocacy of the Small Business Administration.
FEDERAL COMMUNICATIONS COMMISSION

fl

(/~_,,A/~
Magali~ Roman Salas
Secretary
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Appendix A- RULE CHANGES
Part 54 of Title 47 of the Code of Federal Regulations is aniended as follows:
Part 54 -- UNIVERSAL SERVICE
1.

The authority for part 54 continues to read as follows:

Authority:

47 U.S.C. Secs. 1, 4(i), 201, 205, 214, and 254, unless otherwise noted.

54.507(b)

Cap

2.

Revise section 54.507 to read as follows:

.'.!'*****
54.507(b): A funding year for purposes of the schools and libraries cap shall be the period
July I through June 30. For the initiation of the mechanism only, the eighteen month period
from January 1, 1998 to June 30, 1999 shall be considered a funding year. For the 1998-99
funding year:
(1) schools and libraries filing applications within the initial 75-day filing window,
and receiving approval for discounts on recurring services, shall receive funding for requested
recurring services through June 30, 1999; and
(2) schools and libraries filing applications within the initial 75-day filing window, and
receiving approval for discounts on eligible nonrecurring services, may receive those
nonrecurring services subject to the approved discount amounts through September 30, 1999.

******
54.511
3.

Ordering Sen'ices
Revise section 54.511 to read as follows:

******
54.51 l(d)(l): _The exemption from the competitive bid requirements set forth in paragraph (c)
shall not apply to voluntary extensions or renewals of existir~g con~~~t~2 _with the exception
that an eligible school or library as defined under§ 54,501 or consortium that includes an
eligible school or library, that filed an application within the 75-day initial filing window for
1998 (January 30, 1998 -April 15, 1998), may voluntarily extend or renew, to a date no later
than June 30, 1999, an existing contract that otherwise would terminate between April 15,
1998 and June 30, 1999.
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54.51 l(d)(2): For the 1998-1999 funding year, a contract exempt from the competitive bid
requirement, as described in subsection (c), may be voluntarily extended to September 30,
1999 only to the extent necessary to permit delivery of the nonrecurring services subject to
that contract an9 for. which discounts have been approved.

54.604
4.

Existing Contracts
Revise section 54.604 as follows:

******
54.604(d): The exemption from competitive bid requirements set forth in paragraph (a) shall
not apply to voluntary extensions or renewals of existing contracts, except to the extent that
an eligible rural health care provider as defined in§ 54.601 or consortium that includes an
eligible health: care provider, and that filed an application within the 75-day initial filing
window.for 1998 (May I, 1998 - July 14, 1998), may voluntarily extend or renew, to a date
no later thlm June 30, 1999, an existing contract that otherwise would terminate between July
14, 1998 and June 30, 1999.
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