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= Cost Allocation

" 6/% Rule and Amortization

= Voice over Internet Protocol (VolP)

= L eased Wide Area Network Eligibility

= Non-Instructional Faclilities and Priority
Two Funding

= Draft FYQO9 ESL
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USAC .
e Cost Allocation

* Products or services containing ineligible
components may be cost allocated so
USAC funds only the eligible portion

= Must be based on tangible criteria that
provide a realistic result

WwWw.usac.org


http://www.usac.org/sl/applicants/step06/cost-allocation-guidelines-products-services.aspx
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SAC Cost Allocation
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= Straight Line method:
Number of eligible functions
Number of total functions

n
Helping

- Eligible %

= Example: A server is being used for:
1. DHCP (eligible)

2. DNS (eligible) E = 67% Eligible
3. Applications (ineligible) 3

WwWw.usac.org
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= Utilization method:

Use of eligible functions _ Eligible %

Total use

Conditionally

Eligible *

Not Eligible

Eligibility Product - Function
Router — Data Distribution
pLTHT | Switch — Data Distribution
Eligible
g :: s = C: E-mail Server - Servers
[ |
== DHCP/DNS Server - Servers
[ |

Uninterruptible Power Supply (UPS) -
Data Protection

Application Server - Servers

Conditions

*Eligible if used with eligible equipment.
Cost Allocation may be utilized if supporting ineligible equipment

6
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Helping Keep Americans Connected p p

* Product specification documentation for the

Application server

Height
Widhth
Depth

Weight
Power
US List Price

Warramy

432 6mm {17.07 inm)

199.6mm [F.86 in)

a3y

467 . 45mm {18,400

15.4 ko (34 Ibg

5300

FA95-F2335

COne Year Mext Business Day

HwY Coverage Hours: Business Hours
Hww Response Times: MNext Business Day
Delivery Method: Parts Exchanoge ar Onsite

WwWw.usac.org
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= Utilization method example:

— If the UPS supports a total of 1800 watts and

the application server is using 530 watts
(1800w-530w=1270w)

1270 watts
1800 watts

= 71% Eligible

WwWw.usac.org
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67% Rule and Amortization
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USAC On-Premise Priority One
Equipment Reminders

* |[n certain limited circumstances, Priority
Two equipment may be requested In the
Priority One category

* The equipment must be leased by the
service provider and meet the On-premise
Priority One equipment conditions

10
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http://www.usac.org/sl/applicants/step06/on-premise-priority1-equipment.aspx
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USAC 67% Rule for On-Premise
Priority One Equipment

* The Installation and Lease of On-Premise
Priority One equipment must be < 67% of the
total charges

Lease and install of equipment
Total Charges

= <6/%

= Note: Costs for equipment and installation
located outside of applicant facilities need not be
iIncluded

11
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| Ts ST 67% Rule Ex. 1

Helping Keep Americans Connected

On-Premise Equipment Lease $7,000 J\
On-Premise Equipment Install $1,000 $8,000
On-Premise Equipment Lease $7,000 ) $31,200
On-Premise Equipment Install $1,000
Off-Site Infrastructure Cabling $10,000

Annual Circuits ($1,000 x 12 mo.) $12,000
Annual Maintenance ($100 x 12 mo.) $1,200 |

= 25.6%

On-premise equipment costs are < 67%
Pass, proceed in Priority One

12
WWW.USac.org



USAC 67% Rule Ex. 2

Helping Keep Americans Connected

On-Premise Equipment Lease $10,000J\
On-Premise Equipment Install $25,000 $35,000
On-Premise Equipment Lease $10,000 ) $49,200
On-Premise Equipment Install $25,000
Off-Site Infrastructure Cabling $1,000

Annual Circuits ($1,000 x 12 mo.) $12,000
Annual Maintenance ($100 x 12 mo.) $1,200 |

= 79%

On-premise equipment costs are > 67/%
Fail, move to Priority Two

13
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USAC  Amortization of Service Provider
Capital Investment Costs

= Priority One Services can include service
provider equipment costs for capital
Investments by the service provider

= |f the upfront or non-recurring charge of a
multi-year contract is $500,000 or more
the total charge must be prorated evenly
over a period of at least three years

= Must pass the 67% condition first before
amortizing

14
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n
Helping

= Example 1: Three year contract for fiber
Installation and service. Non-recurring
charges (NRC) for this installation is
$900,000

— $900,000/3 years= $300,000 NRC/ year

15
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Helping Keep Americans Connected u

= Example 2: Five year contract for fiber
Installation and service. Non-recurring
charges for this service are also $900,000.

— $900,000/5 years = $180,000/year

= Alternatively, Example 1’s allocation may

be applied alternatively: $900,000/3 years
= $300,000/year

16
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USAC
o Interconnected VolIP
= |nterconnected VolP
— Requires

« A broadband connection from the user’s location
* Internet protocol-compatible customer premises
equipment (CPE)
— Provides
« Real-time, two-way voice communications

« Allows for calls that originate on the public
switched telephone network and to terminate
calls to the public switched telephone network.

18
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USAC
e Interconnected VoIP

= Priority One Services

— An eligible telecom provider or an ISP with
eligible telecom provider status may provide
Interconnected VolIP service

— USAC highly recommends posting in both
Telecom and Internet Access on Form 470

— May be filed on Form 471 in either category if
both categories were checked on Form 470

19
WWW.USac.org


http://www.sl.universalservice.org/Forms/SPIN_Contact_Search.asp

Universal Service Administrative Company I n te rC O n n e Cte d VO I P
Helping Keep Americans Connected

» Leased VoIP and PBX equipment are NOT eligible for Priority One funding

Telephone

School or Library Facility E Telephone

I

|

|

| =

|

| == Telephone
| &3 —
| 24 s =
: Telephone EEE
|

|

|

|

Priority One Priority Two

Service

Service Switch

H I ==-= Telephone
H = Telephone
My
ol . Switch s Telephone

5
YolP PBX =
: H I E=-E Telephone
|
|
|
|
|
|
|

Applicant's propery line

\

Single demarcation H Telephone

to Local Area H B

Network
= By removing the VolP PBX equipment, the local voice network will cease to
function. This equipment is eligible ONLY as Internal Connections.

20
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Wide Area Networks
Priority One
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USAC Telecommunication

ervice Administrative Company

Helping Keep Americans Connected Wi d E Q r E E N E tW O rk

= Digital transmission services used to link Local
Area Networks (LANS) into Wide Area Networks
(WANSs) are eligible as a Telecom service

District Office

Fiber Optic Cable — Digital
Transmission Services

L L I ]
L 1L _J[ | L JL_IL I . .
L I _J[ | (11101 I . .

High School
22
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http://www.usac.org/sl/applicants/step06/wide-area-network-fact-sheet.aspx

USAC Internet Access
Wide Area Network

» Eligible if used ONLY for basic conduit
access to he Internet

= Must be the most cost-effective means of
accessing the Internet

= May not be used to send video, voice or
data across your WAN

n
Helping

23
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Eligible

Internet Access
Wide Area Network

Ineligible

District Office

n 5 51 S S S )

I | .
LI I ]

LI
L1010

[ | | .
LI 1]

High School

District Office

0
o o o
U0 | A mnl oo
High Schoo
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USAC L} u u u
Universal Service Administrative Company

on-instructonal Faclities
Helping Keep Americans Connected

= Eligible for Priority 1 services
(Telecommunications Services and
Internet Access)

= Eligible for Priority 2 services only if the
services are essential for the effective
transport of data to classrooms or public
areas of a library

26
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USAC . Non-Instructional Faclility (NIF)

Helping Keep Americans Connected

= Scenario One: NIF as a hub. This NIF Is essential for

the transport of info to the Schools and is eligible for P2
funding

Service Provider

000

=~ pnEEE SRR -
0 | OO0 | OO0 2 B - 0 | OO0 | 00
. s istrict Office
0rmin === gggp ===
School (NIF) Schoot
| - |- -
|- | - | - o0 |- [ -
(- nrmn I - - - mr | | -
School School
27
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USAC " Ineligible for Priority 2 NIF

Helping Keep Americans Connected

= Scenario Two: NIF as an end-point. The schools would
maintain service if the NIF were removed, therefore the
NIF is ineligible for P2 support

Service Provider

— 2, =
OO0 | ooo | ooo ggg e ggg
o000 |nmal ooo [LIT1T] ol b Do § e Do s s
School 1
School - - -
District Office
(NIF)
[ T [ [
D00 | ooo | ooo ooo | ooo | ooo
000 |nmaol ooo 000 |nmaol ooo
School School
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|dentify the Eligible P2 NIF’s

oo

0oo
ooo

0oo | Oog

T

0ooo

School

000 | ampl 800
// School
_ "

Bus Barn

000 | 0oO | O0o0O
- nmnl 800

School

NIF

Service Provider

—
= === o 51 5 5 R L L
= = Admin Bldg
e NIF

000 | Ooo | Oog

JZIIEEEEEEE el
District office - Z£—_ [&666|ooo [Ge0

000 |qmal ooo
NIF

School

,-—\\

(\

Stadlum
NIF

Multiple Campus District
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Eligible P2 NIF’s identified

Service Provider

ooo
000

aooo
0ooo

[mn

e
(=== nBEH =1=1
r—]:ﬁ
Adpfin Bldg
ooo P NIF
000 | OOoO | OO0 O0o0 | 000 | O0og
School School
nEEEEEEH e

us Barn /

District office
NIF -

NIF

ooa

000

Multiple Campus District

School

000 | 00O | 000
ooo

School
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Helping Keep Am 25 Connected

» Eligible:

— Ethernet

— VoIP user licenses
= |neligible:

— E-mail Archiving

— Intranet Web Hosting

— Video-on-Demand Servers
— Softphones

31
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