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Transfers of Equipment

In the Schools and Libraries Third Report and Order, the Federal Communications Commission (FCC)
stated "[r]ecipients of support are expected to use all equipment purchased with universal service
discounts at the particular location, for the specified purpose for a reasonable period of time." If
equipment is not serving the entities specified on the FCC Form 471 Funding Request Number (FRN)
approved by USAC, applicants need to ensure that they have not transferred the equipment in a manner
inconsistent with FCC rules.

Equipment purchased with E-rate discounts cannot be sold, resold, or transferred for money or any
other thing of value. There are two exceptions to the transfer of equipment:

e If aschool orlibrary is temporarily or permanently closed, equipment purchased with E-rate
funds can be transferred to another eligible entity as long as no money or any other thing of
value is exchanged. You must notify USAC of the transfer if the date of purchase of the
equipment is less than three years ago.

e After three years from the date of purchase, equipment purchased with E-rate funds can be
transferred to another eligible entity as long as no money or any other thing of value is
exchanged. You are not required to notify USAC of the transfer.

Below we discuss each of these situations in more detail.

Transfers due to school or library closings

Equipment can be transferred from the original entity to another eligible entity less than three years
after the date the equipment was purchased — even if the receiving entity is at a lower discount level —
if the original entity is temporarily or permanently closed. This includes equipment serving part of a
facility, such as equipment serving individual classroomes, if that part of the facility is temporarily or
permanently closing. You may not transfer the equipment for money or any other thing of value.

If such a transfer occurs, USAC must be notified of the transfer. To do this, mail, fax, or email a letter to
USAC that contains entity and contact information for both the original and the receiving entity and the
date and reason for the transfer. You can find a complete list of the information you must include in the
letter in the Transfers of EqQuipment guidance document on the USAC website.

¢ Note that moving equipment is not necessarily the same as a transfer. For example, a school
district with an elementary school, a junior high school, and a high school purchases a router
with E-rate funding to serve all three schools and installs it in the elementary school. After a
year, the district decides that the router should be moved to the high school to better serve
those three schools. As long as the router continues to serve the same recipients of service, no
transfer has taken place.

Transfers after three years

Starting three years after the date of purchase of E-rate funded equipment, an entity may transfer that
equipment to another eligible entity as long as no money or any other thing of value is exchanged. The
receiving entity can be at a lower discount level, and it does not have to appear on the Block 4
worksheet associated with the funding request. For example, a school at a 90% discount level can, after
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three years, transfer a piece of E-rate funded equipment to a library at a 20% discount level that has
never before applied for Internal Connections.

If the transferred equipment was purchased at least three years ago, you do not have to notify USAC
of the transfer.

Transfers of equipment and the Two-in-Five Rule

When you submit a Form 471 Block 5 funding request for a shared service, you identify the entity or
entities that will be receiving the service in Item 22 of the funding request. If USAC makes a commitment
on an Internal Connections funding request, the entity or entities identified in Item 22 of that funding
request are considered to have used a year under the Two-in-Five Rule. (This rule limits the receipt of
Internal Connections to two years in any five-year period, starting with FY2005.)

If an entity transfers equipment to another entity, the receiving entity is not considered to have used a
year under the Two-in-Five Rule. The original entity, however, retains its status under the Two-in-Five
Rule — that is, USAC still considers it to have used a year of Internal Connections even though it no
longer has the equipment.

Record retention requirements

When equipment is transferred from one entity to another, both the transferor and the recipient must
maintain complete records of the transfer - including the notification to USAC of an equipment transfer
due to the closing of a facility - and retain these records for at least five years after the last date to
receive service on the associated Funding Request Number (FRN). In particular, the asset registers or
other inventory tracking mechanisms of both entities should feature information on the transfer of the
equipment and reflect the new location of the equipment.

Disposal or trade-in of equipment

As indicated above, equipment purchased with E-rate funds cannot be sold, resold, or transferred for
money or any other thing of value. Outdated equipment and equipment that is no longer being

used are still subject to this requirement.

e You can dispose of outdated equipment or equipment that is no longer being used. We suggest
that you do so in an environmentally responsible way. However, remember that — even though
the equipment may be considered salvage — you cannot accept money or any other thing of
value for that equipment.

e You can, however, trade in equipment. If the equipment was purchased with E-rate funds, the
trade-in amount is applied to the purchase of new eligible equipment and the pre-discount
amount on the Form 471 funding request for the new equipment is reduced by the trade-
in amount. Note that the trade-in amount must be a reasonable estimate of the value of the
equipment. Applicants interested in trade-ins should review the Free Services Advisory and the
"Transfer or Trade-in of Components" section of the Frequently Asked Questions About
Eligibility of Products and Services posted on the USAC website.

As with other changes in status, disposal or trade-in of equipment should be carefully recorded on your
asset register and inventory tracking documents. Any documentation related to the disposal or trade-in
should also be retained.

USAC RULES DUE TO CLOSING OF BUILDING 20f2



Notifying USAC of Equipment Transfers

To notify USAC about a transfer of equipment, send a letter to USAC by regular mail, fax, or e-mail
that contains the following information:

Transfer Site Information:
Name of transferring entity

Address of transferring entity

Entity Number of transferring entity

Contact person name for USAC
questions about the transfer
Contact person address

Contact person telephone number

Contact person e-mail address

Form 471 Application Number(s)
associated with the equipment to be
transferred to the receiving entity
Funding Request Number(s) associated
with the equipment to be transferred to
the receiving entity

Purchase date of equipment to be
transferred

List of equipment to be transferred to
the receiving entity

Entity Number of receiving entity

Reason for the transfer

Projected or actual date of transfer

If the transfer is temporary, the
projected date that the equipment will
be returned to the transferring entity.

For Each Individual Receiving Entity:

Name of receiving entity

Address of receiving entity

Entity Number of receiving entity

Contact person name for USAC questions
about the transfer

Contact person address

Contact person telephone number

Contact person e-mail address

Form 471 Application Number(s) associated
with the equipment transferred to the
receiving entity

Funding Request Number(s) associated with
the equipment transferred to the receiving
entity

List of equipment to be transferred to the
receiving entity
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For Each Individual Receiving Entity:

Physical location of equipment at the
receiving entity

Reason for the transfer

Projected or actual date of transfer

If the transfer is temporary, the projected
date that the equipment will be returned to
the transferring entity.

Regular Mail.

The letter should be labeled "Equipment Transfer Notification" and sent to:

Schools and Libraries Division - Correspondence Unit
100 S. Jefferson Rd

P.O. Box 902

Whippany, NJ 07981

Fax.

Please include a fax cover page marked "ATTN: Equipment Transfer Notification" and indicate the number of pages
you are faxing.

Fax your letter to:
(973) 599-6526.
E-mail.

Use the Submit a Question_feature on this website to submit your letter by e-mail. Click on the "Submit a Question"
link, click "Continue" from the Submit a Question page, and then choose the

E-mail.

Use the Submit a Question feature on this website to submit your letter by e-mail. Click on the "Submit a Question™
link, click "Continue" from the Submit a Question page, and then choose the subject "Equipment Transfers" from the
Topic List and follow the prompts. Instructions will be provided for sending an attachment.

Relevant FCC Rules and Orders

The FCC's equipment transfer rule is located at 47 C.F.R. 854.513.

The FCC established this rule in its Schools and Libraries Third Order at paragraphs 25 through 30. Schools and
Libraries Universal Service Support Mechanism, CC Docket No. 02-6, Third Report and Order and Second Further
Notice of Proposed Rulemaking, 18 FCC Rcd 26912, FCC 03-323 (2003).

The FCC's rule requiring that asset and inventory records be maintained is located at 47 C.F.R. §54.516.

The FCC established this rule in its Schools and Libraries Third Order at paragraph 28.
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