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local urban rates plus state regulated
fees under the schedule specified in
this paragraph. To the extent end user
rates plus state regulated fees are
below local urban rate floors plus state
regulated fees, appropriate reductions
in high-cost support will be made by
the Universal Service Administrative
Company.

(g) Any reductions in high-cost sup-
port under this section will not be re-
distributed to other carriers that re-
ceive support pursuant to §54.1310.

(h) If, due to changes in local service
rates, a local exchange carrier makes
an updated rate filing pursuant to sec-
tion 54.313(h)(2), the Universal Service
Administrative Company will update
the support reduction applied pursuant
to paragraphs (b) and (f) of this section.

(i) For the purposes of this section
and the reporting of rates pursuant to
paragraph 313(h), rates for residential
local service provided pursuant to
measured or message rate plans or as
part of a bundle of services should be
calculated as follows:

(1) Rates for measured or message
service shall be calculated by adding
the basic rate for local service plus the
additional charges incurred for meas-
ured service, using the mean number of
minutes or message units for all cus-
tomers subscribing to that rate plan
multiplied by the applicable rate per
minute or message unit. The local serv-
ice rate includes additional charges for
measured service only to the extent
that the average number of units used
by subscribers to that rate plan ex-
ceeds the number of units that are in-
cluded in the plan. Where measured
service plans have multiple rates for
additional units, such as peak and off-
peak rates, the calculation should re-
flect the average number of units that
subscribers to the rate plan pay at each
rate.

(2) For bundled service, the residen-
tial local service rate is the local serv-
ice rate as tariffed, if applicable, or as
itemized on end-user bills. If a carrier
neither tariffs nor itemizes the local
voice service rate on bills for bundled
services, the local service rate is the
rate of a similar stand-alone local
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voice service that it offers to con-
sumers in that study area.

[76 FR 73876, Nov. 29, 2011, as amended at 77
FR 14302, Mar. 9, 2012; 77 FR 30914, May 24,
2012; 79 FR 39190, July 9, 2014]

§54.319 Elimination of high-cost sup-
port in areas with 100 percent cov-
erage by an unsubsidized compet-
itor.

(a) High-cost loop support provided
pursuant to subparts K and M of this
part shall be eliminated in an incum-
bent rate-of-return local exchange car-
rier study area where an unsubsidized
competitor, or combination of unsub-
sidized competitors, as defined in §54.5,
offer(s) to 100 percent of the residential
and business locations in the study
area voice and broadband service at
speeds of at least 10 Mbps downstream/
1 Mbps upstream, with latency suitable
for real-time applications, including
Voice over Internet Protocol, and
usage capacity that is reasonably com-
parable to comparable offerings in
urban areas, at rates that are reason-
ably comparable to rates for com-
parable offerings in urban areas.

(b) After a determination there is a
100 percent overlap, the incumbent
local exchange carrier shall receive the
following amount of high-cost support:

(1) In the first year, two-thirds of the
lesser of the incumbent’s total high-
cost support in the immediately pre-
ceding calendar year or $3000 times the
number of reported lines as of year-end
for the immediately preceding calendar
year;

(2) In the second year, one-third of
the lesser of the incumbent’s total
high-cost support in the immediately
preceding calendar year or $3000 times
the number of reported lines as of year-
end for the immediately preceding cal-
endar year;

(3) In the third year and thereafter,
no support shall be paid.

(c) The Wireline Competition Bureau
shall update its analysis of where there
is a 100 percent overlap on a biennial
basis.

(d) High-cost universal service sup-
port pursuant to subpart K of this part
shall be eliminated for those census
blocks of an incumbent rate-of-return
local exchange carrier study area
where an unsubsidized competitor, or
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combination of unsubsidized competi-
tors, as defined in §54.5, offer(s) voice
and broadband service meeting the
public interest obligations in
§54.308(a)(2) to at least 85 percent of
residential locations in the census
block. Qualifying competitors must be
able to port telephone numbers from
consumers.

(e) After a determination that a par-
ticular census block is served by a
competitor as defined in paragraph (d)
of this section, support provided pursu-
ant to subpart K of this part shall be
disaggregated pursuant to a method
elected by the incumbent local ex-
change carrier. The sum of support
that is disaggregated for competitive
and non-competitive areas shall equal
the total support available to the study
area without disaggregation.

(f) For any incumbent local exchange
carrier for which the disaggregated
support for competitive census blocks
represents less than 25 percent of the
support the carrier would have received
in the study area in the absence of this
rule, support provided pursuant to sub-
part K of this part shall be reduced ac-
cording to the following schedule:

(1) In the first year, 66 percent of the
incumbent’s disaggregated support for
the competitive census block will be
provided;

(2) In the second year, 33 percent of
the incumbent’s disaggregated support
for the competitive census blocks will
be provided;

(3) In the third year and thereafter,
no support shall be provided pursuant
to subpart K of this part for any com-
petitive census block.

(g) For any incumbent local exchange
carrier for which the disaggregated
support for competitive census blocks
represents more than 25 percent of the
support the carrier would have received
in the study area in the absence of this
rule, support shall be reduced for each
competitive census block according to
the following schedule:

(1) In the first year, 85 percent of the
incumbent’s disaggregated support for
the competitive census blocks will be
provided;

(2) In the second year, 68 percent of
the incumbent’s disaggregated support
for the competitive census blocks will
be provided;
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(3) In the third year, 51 percent of the
incumbent’s disaggregated support for
the competitive census blocks will be
provided;

(4) In the fourth year, 34 percent of
the incumbent’s disaggregated support
the competitive census block will be
provided;

(5) In the fifth year, 17 percent of the
incumbent’s disaggregated support the
competitive census blocks will be pro-
vided;

(6) In the sixth year and thereafter,
no support shall be paid provided pur-
suant to subpart K of this part for any
competitive census block.

(h) The Wireline Competition Bureau
shall update its analysis of competitive
overlap in census blocks every seven
years, utilizing the current public in-
terest obligations in §54.308(a)(2) as the
standard that must be met by an un-
subsidized competitor.

[80 FR 4478, Jan. 27, 2015, as amended at 81
FR 24342, Apr. 25, 2016]

EFFECTIVE DATE NOTE: At 81 FR 24342, Apr.
25, 2016, §54.319(e) was added. However, this
paragraph contains information collection
and recordkeeping requirements and will not
become effective until approval has been
given by the Office of Management and
Budget.

§54.320 Compliance and record-
keeping for the high-cost program.

(a) Eligible telecommunications car-
riers authorized to receive universal
service high-cost support are subject to
random compliance audits and other
investigations to ensure compliance
with program rules and orders.

(b) All eligible telecommunications
carriers shall retain all records re-
quired to demonstrate to auditors that
the support received was consistent
with the universal service high-cost
program rules. This documentation
must be maintained for at least ten
years from the receipt of funding. All
such documents shall be made avail-
able upon request to the Commission
and any of its Bureaus or Offices, the
Administrator, and their respective
auditors.

(c) Eligible telecommunications car-
riers authorized to receive high-cost
support that fail to comply with public
interest obligations or any other terms
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