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PART 54

Subpart E - Universal Service Support for LowIncome Consumers
8§ 54.403 L ifeline support amount.
(& Thefederd Lifdine support amount shdl equa:

(1) Tier One. Thetariffed rate in effect for the primary resdentid end user common
line charge, as determined in accordance with § 69A.152(d) and (), for the
qudifying low-income consumer;

(2) Tier Two. If the state commission gpproves an additiona reduction of $1.75 in the
amount paid by consumers, additiona federa Lifeline support in the amount of
$1.75 will be made available to the carrier providing Lifeline service to that
consumer; and

(3) Tier Three. Additiond federd Lifdline support in an amount equd to one-haf the
amount of any stae Lifdine support will be made available to the carrier providing
Lifdine service to a qudifying low-income consumer if the state commission
gpproves an additiond reduction in the amount paid by that consumer equd to the
state support multiplied by 1.5.

(b) For the qudifying low-income consumer, the federa Lifeline support amount shall not
exceed the tariffed rate in effect for the primary resdentia end user common line charge
plus $3.50. Eligible carriersthat charge federd End-User Common Line charges or
equivaent federd charges shdl apply the federd Lifdine support to wave Lifdine
consumers federa End-User Common Line charges. Such carriers shdl apply any
additiona federa support amount to a qualifying low-income consumer's intrastate rete, if
the State has gpproved of such additional support. Other carriers shal apply the federa
Lifeline support amount, plus the additiona support amount, where gpplicable, to reduce
their lowest tariffed (or otherwise generdly available) resdentid rate for the services
enumerated in 8 54.101(a)(1) through (a)(9), and charge Lifdine consumers the resulting
amount.

() Lifdinesupport for providing toll limitation shal equd the digible tddecommunications
carier'sincrementa cost of providing ether toll blocking or toll control, whichever is
selected by the particular consumer.



Subpart H—Adminigtration

§54.701 Administrator of universal service support mechanisms,

@

(b)

(©

(d)

(€

®

()

The Universa Service Adminigtrative Company is appointed the permanent Administrator
of the federd universa service support mechanisms, subject to areview after one year by
the Federal Communications Commission to determine that the Adminigirator is
adminigtering the universal service support mechanismsin an efficient, effective, and
competitively neutral manner.

The Schools and Libraries Corporation and the Rural Health Care Corporation shall
merge into the Universal Service Adminigtrative Company by January 1, 1999; provided,
however, that the merger shdl not take place until the Common Carrier Bureau, acting
pursuant to delegated authority, has approved the merger documents, the amended
by-laws, and the amended articles of incorporation, as set forth in paragraphs (c) and (d)
of this section.

By December 1, 1998, the Schools and Libraries Corporation, the Rural Hedth Care
Corporation and the Universal Service Adminigirative Company shdl file with the Federa
Communications Commission draft copies of al documents necessary to effectuate the
merger.

By December 1, 1998, the Universd Service Administrative Company shdl file with the
Federd Communications Commission draft copies of amended by-laws and amended
articles of incorporetion.

Upon consummation of the merger of the Schools and Libraries Corporation and the
Rural Health Care Corporation into the Universa Service Adminigrative Company, the
Schools and Libraries Corporation and the Rural Health Care Corporation shall take dl
steps necessary to dissolve such corporations.

The Adminigtrator shall establish a nineteen (19) member Board of Directors, as set forth
in 8§ 54.703. The Adminigtrator's Board of Directors shall establish three Committees of
the Board of Directors, as set forth in 8 54.705: (1) the Schools and Libraries
Committee, which shdl oversee the schools and libraries support mechanism; (2) the
Rura Hedth Care Committee, which shdl oversee the rurd hedlth care support
mechanism; and (3) the High Cost and Low Income Committee, which shall oversee the
high cost and low income support mechanism. The Board of Directors shdl not modify
substantidly the power or authority of the Committees of the Board without prior
approva from the Federd Communications Commisson.

The Adminigrator shal establish three divisons. (1) the Schools and Libraries Divison,
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which shdl perform duties and functionsin connection with the schools and libraries
support mechanism under the direction of the Schools and Libraries Committee of the
Board, as set forth in 8 54.705(3); (2) the Rurd Hedth Care Divison, which shall
perform duties and functions in connection with the rura hedth care support mechanism
under the direction of the Rurd Hedlth Care Committee of the Board, as set forthin 8
54.705(b); and (3) the High Cost and Low Income Division, which shdl perform duties
and functions in connection with the high cost and low income support mechanism, and
the Interstate Access Universal Service Fund Support mechanism described in Subpart |
of this Part, under the direction of the High Cost and Low Income Committee of the
Board, as set forth in 8 54.705(c). As directed by the Committees of the Board set forth
in 8 54.705, these divisons shdl perform the duties and functions unique to their
respective support mechanisms.

The Adminigtrator shal be managed by a Chief Executive Officer, as set forth in 8
54.704. The Chief Executive Officer shdl serve on the Committees of the Board
established in § 54.705.

Sec. 54.702 Administrator's functionsand responsibilities.

@

(b)

(©

(d)

()

()

The Adminigtrator, and the divisons therein, shdl be respongble for adminigtering the
schools and libraries support mechanism, the rura hedlth care support mechanism, the
high cost support mechanism, the low income support mechanism, and the Interstate
Access Universal Service Fund Support mechanism described in Subpart | of this Part.

The Adminigtrator shal be responsible for billing contributors, collecting contributions to
the universal service support mechanisms, and disbursing universal service support funds.

The Adminigirator may not make policy, interpret unclear provisions of the statute or
rules, or interpret the intent of Congress. Wherethe Act or the Commission'srules are
unclear, or do not address a particular Stuation, the Adminigtrator shal seek guidance
from the Commission.

The Administrator may advocate positions before the Commission and its staff only on
adminigrative matters relating to the universal service support mechanisms.

The Adminigtrator shal maintain books of account separate from those of the Nationa
Exchange Carrier Association, of which the Adminidirator is an independent subsidiary.
The Adminigtrator's books of account shdl be maintained in accordance with generdly
accepted accounting principles. The Adminigtrator may borrow start up funds from the
National Exchange Carrier Association. Such funds may not be drawn from the
Tdecommunications Relay Services (TRS) fund or TRS adminigtrative expense accounts.

Pursuant to its responghbility for billing and collecting contributions, the Administrator shall
compare periodically information collected by the adminigrator of the TRS Fund from
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(m)

)

TRS Fund Worksheets with information submitted by contributors on Universad Service
Worksheets to verify the accuracy of information submitted on Universal Service
Worksheets. When performing a comparison of contributor information as provided by
this paragraph, the Administrator must undertake company-by-company comparisons for
al entitiesfiling Universal Service and TRS Fund Worksheets.

The Adminidrator shall creste and maintain awebsite, as defined in Sec. 54.5, on which
applications for services will be posted on behalf of schools, libraries and rurd hedth care
providers.

The Adminidgrator shdl file with the Commission and Congress an annud report by March
31 of each year. The report shal detail the Administrator's operations, activities, and
accomplishments for the prior year, including information about participation in eech of the
universal service support mechanisms and adminigrative action intended to prevent waste,
fraud, and abuse. The report also shall include an assessment of subcontractors
performance, and an itemization of monthly adminigrative cogts that shal include all
expenses, receipts, and payments associated with the administration of the universa
service support programs. The Administrator shal consult each year with Commission
daff to determine the scope and content of the annua report.

The Adminigtrator shdl report quarterly to the Commission on the disbursement of
universa service support program funds. The Adminigtrator shal keep separate accounts
for the amounts of money collected and disbursed for digible schools and libraries, rurd
hedlth care providers, low-income consumers, interstate access USF support, and high
cost and insular aress.

Information based on the Adminigtrator's reports will be made public by the Commission
at least once ayear as part of a Monitoring Report.

The Adminigtrator shdl provide the Commission full access to the data collected pursuant
to the adminigtration of the universal service support programs.

Pursuant to Sec. 64.903 of this chapter, the Adminigtrator shall file with the Commisson a
cost alocation manual (CAM) that describes the accounts and procedures the
Adminigtrator will use to dlocate the shared cogts of administering the universal service
support mechanisms and its other operations.

The Adminigtrator shal make available to whomever the Commission directs, free of
charge, any and dl intdllectuad property, including, but not limited to, dl records and
information generated by or resulting from its role in administering the support
mechaniams, if its participation in adminigtering the universal service support mechanisms
ends.

If its participation in administering the universa service support mechanisms ends, the
Adminigrator shal be subject to close-out audits a the end of itsterm.



Sec. 54.703 and Sec. 54.704 remain unchanged.

Sec. 54.705 Committees of the Administrator's Board of Directors.

(& Schoolsand Libraries Committee.--

(1) Committee functions. The Schools and Libraries Committee shal oversee the
adminigtration of the schools and libraries support mechanism by the Schools and
Libraries Divison. The Schools and Libraries Committee shdl have the authority to

make decisons concerning:

(A) How the Adminigtrator projects demand for the schools and libraries
Support mechanism;

(B) Development of applications and associated ingtructions as needed for the
schools and libraries support mechaniam;

© Adminigration of the gpplication process, including activities to ensure
compliance with Federd Communications Commission rules and
regulations;

(D) Performance of outreach and education functions;

(E) Review of hillsfor services that are submitted by schools and libraries,

() Monitoring demand for the purpose of determining when the $2 billion
trigger has been reached;

(G) Implementation of the rules of priority in accordance with § 54.507(g) of
this chapter;

H) Review and certification of technology plans when a state agency has
indicated that it will not be able to review such plans within areasonable
time

M The classfication of schools and libraries as urban or rurd and the use of
the discount matrix established in 8 54.505(c) of this chapter to set the
discount rate to be gpplied to services purchased by eligible schools and
libraries,

J Performance of audits of beneficiaries under the schools and libraries
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(K)

support mechaniam; and

Development and implementation of other functions unique to the schools
and libraries support mechanism.

(2) Committee compaosition. The Schools and Libraries Committee shal consst of the
following members of the Administrator's Board of Directors:

(A)
(B)
(©
(D)

(E)

Three school representatives,
One library representetive;
One sarvice provider representative;

One a-large representative dected by the Administrator's Board of
Directors; and

The Adminigtrator's Chief Executive Officer.

(b) Rurd Hedth Care Committee.--

(1) Committee functions. The Rurd Hedth Care Committee shal oversee the
adminigration of the rurd hedth care support mechanism by the Rural Hedlth Care
Divison. The Rurd Hedth Care Committee shal have authority to make decisons

concerning:

(A) How the Administrator projects demand for the rural hedlth care support
mechaniam;

(B) Development of applications and associated ingtructions as needed for the
rurd hedth care support mechanism;

© Adminigration of the gpplication process, including activities to ensure
compliance with Federad Communications Commission rules and
regulations,

(D) Cdculation of support levels under § 54.609;

(B) Performance of outreach and education functions;

() Review of hills for services that are submitted by rurd hedlth care

providers;



(©

(G) Monitoring demand for the purpose of determining when the $400 million
cap has been reached;

(H) Performance of audits of beneficiaries under the rurd hedlth care support
mechanism; and

M Development and implementation of other functions unique to the rurd
hedlth care support mechanism.

(2) Committee compogtion. The Rurd Hedth Care Committee shal consst of the
following members of the Administrator's Board of Directors:

(A) Two rurad hedth care representatives,
(B) One service provider representative;

© Two at-large representatives el ected by the Administrator's Board of
Directors,

(D) One State telecommunications regulator, one state consumer advocate;
and

(B) The Adminigtrator's Chief Executive Officer.
High Cost and Low Income Committee.--

(1) Committee functions. The High Cost and Low Income Committee shal oversee the
adminigraion of the high cost and low income support mechanisms, induding the
Interstate Access Universal Service Fund Support mechanism described in Subpart
| of this Part, by the High Cost and Low Income Divison. The High Cost and Low
Income Committee shal have the authority to make decisions concerning:

(A) How the Administrator projects demand for the high cost and low income
support mechanisms,

(B) Development of applications and associated ingtructions as needed for the
high cost and low income support mechanisms;

© Adminigtration of the gpplication process, including activities to ensure
compliance with Federa Communications Commisson rules and
regulations;



(D) Performance of audits of beneficiaries under the high cost and low income
support mechanisms, and

(B) Development and implementation of other functions unique to the high cost
and low income support mechanisms.

(2) Committee compaosition. The High Cost and Low Income Committee shal consst
of the following members of the Adminigrator's Board of Directors:

(A) One low income representative;

(B) One dtate telecommunications regulator;

(© One state consumer advocate;

(D) Two incumbent loca exchange carrier representatives (one shal represent
rurd telephone companies, asthat term is defined in 47 U.S.C. 153(37)
and one shdl represent non-rura telephone companies);

(B) One interexchange carrier representative;

() One competing loca exchange carrier representative;

(©)) One commercid mobile radio service representative; and

H) The Adminigrator's Chief Executive Officer.

(d) Binding Authority of Committees of the Board.

(2) Any action taken by the Committees of the Board established in paragraphs (a)
through (c) of this section shdl be binding on the Board of Directors of the
Adminigrator, unless such action is presented for review to the Board by the
Adminigtrator's Chief Executive Officer and the Board disapproves of such action
by atwo-thirds vote of aquorum of directors, as defined in the Administrator's
by-laws.

(2) The budgets prepared by each Committee shal be subject to Board review as part
of the Adminigrator's combined budget. The Board shdl not modify the budgets
prepared by the Committees of the Board unless such modification is gpproved by

atwo-thirds vote of a quorum of the Board, as defined in the Adminigtrator's
by-laws.



Secs. 54.706 — 54.714 remain unchanged.
Sec. 54.715 Administrative expenses of the Administrator.

(& Theannud adminigrative expenses of the Administrator should be commensurate with the
administrative expenses of programs of Smilar sze, with the exception of the sdary levels
for officers and employees of the Administrator described in paragraph (b) of this section.
The annud adminidrative expenses may include, but are not limited to, sdaries of officers
and operations personnd, the costs of borrowing funds, equipment costs, operating
expenses, directors expenses, and costs associated with auditing contributors of support
recipients.

(b)  All officers and employees of the Administrator may be compensated a an annud rete of
pay, including any nonregular payments, bonuses, or other compensation, in an amount
not to exceed the rate of basic pay in effect for Leve | of the Executive Schedule under 5
U.S.C. 5312.

(©0 The Adminigrator shal submit to the Commission projected quarterly budgets at least
sixty (60) days prior to the Sart of every quarter. The Commission must approve the
projected quarterly budgets before the Adminigtrator disburses funds under the federd
universal service support mechanisms. The adminigrative expensesincurred by the
Adminigrator in connection with the schools and libraries support mechanism, the rurd
hedlth care support mechanism, the high cost support mechanism, the low income support
mechanism, and the Interstate Access Universal Service Fund Support mechanism shdll
be deducted from the annua funding of each respective support mechanism. The
expenses deducted from the annua funding for each support mechanism dso shdl include
the Adminigtrator's joint and common costs alocated to each support mechaniam
pursuant to the cost alocation manud filed by the Adminigtrator under § 64.903 of this
chapter.

Sec. 54.717 remains unchanged.



Subpart | - Interstate Access Universal Service Fund Support [All New]

8§54.800 Termsand Definitions

@

(b)

(©

(d)
(€

()
@
W
0]
()

(k)

(0

(m)

Average Price Cap CMT Revenue Per Line Per Monthgydy area has the same meaning
asthat term is defined in 8 61.3(d), except that it includes exogenous changesin effect
prior to the effective date of a caculation pursuant to 54.808 and exogenous changes not
yet effective related to the sale or acquigition of exchanges, but excluding any other
exogenous changes not yet effective.

Base Period Lines —For purposes of ca culations pursuant to this part, Base Period Lines
are the number of linesfor a given study area or zone as of the end of the quarter ending 6
months prior to the effective date of a caculation pursuant to 54.808.

Interstate Access USF Support Benchmark shdl mean, for resdentid and sngle line
businesslines, $7.00, and for multiline business lines, $9.20.

Minimum Adjustment Amount (MAA) is defined in § 54.806(f).

MAA Phase In Percentage is.
50% as of July 1, 2000,

75% asof July 1, 2001

100% as of July 1, 2002.
Minimum Delta (MD) is defined in § 54.806(d).
Minimum Support Requirement (MSR) is defined in § 54.806(g).
Nationwide Total Above Benchmark Revenues is defined in § 54.806(b).
Participating price cap LEC isdefined in § 54.802(C).

Preliminary Minimum Access USFguay area 1S the amount calculated pursuant to §
54.804.

Preliminary Study Area Universal Service Support (PSAUSS) isdefined in 8
54.806(c).

Sudy Area Above Benchmark Revenues isthe sum of dl Zone Above Benchmark
Revenuesfor dl zonesin the sudy area.

Sudy Area Access USF Support (SAAUS) isdefined in 8§ 54.806(i) and ()).
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(0)

(P)
@

Total National Minimum Delta (TNMD) is the nationwide sum of al study area
Minimum Ddltas.

Total National Minimum Support Requirement (TNMSR) is the sum of the MSR for dl
price cap incumbent LEC study aress.

Zone Above Benchmark Revenues is defined in § 54.805(a)(2).
Zone Average Revenue per Line. The amount calculated asfollows
Zone Average Revenue Per Line = (25% * (L0OOP.one price + (POrt)pice))+ U Where,
U(Uniform revenue per line adjustment) =
[(Average Price Cap CMT Revenue Per Line Per Monthyuay aea * ILEC Base

Period Lines) — (25% * S (ILEC Base Period Linesyne zone X ((LOOPone price +
Port mice) for dl zones)))] , ILEC Base Period LineSsuay areas

§54.801 General

@

(b)

(©

(d)

Thetotal amount of universal service support under this Subpart, excluding administretive
expenses, for areas served by price cap incumbent LECs as of June 30, 2000, istargeted
to be $650 million per year, if dl price cap incumbent LECs elect to participate and if no
exchanges, other than those offered for sale prior to January 1, 2000, are sold to nor+
price-cap LECs or purchased from non-price cap LECs by price cap LECs. Support
that would be provided to areas served by price cap LECs not electing to participate in
this Subpart will not be distributed nor collected.

In the event that dl or a portion of astudy area served by a participating price cap LEC is
sold to an entity other than a participating price cap LEC, and the study area or portion
thereof was not offered for sale prior to January 1, 2000, then the support that would
otherwise be provided under this Subpart, had such study area or portion thereof not
been sold, will not be distributed or collected. Subsequent caculations will use the last
reported data for the study area or portion thereof that was sold to determine the amount
that will not be distributed or collected.

In the event that a participating price cap LEC acquires additiond exchanges, from an
entity other than a price cap LEC, that acquisition should be reported to the Administrator
pursuant to Section 54.802 and included in the determination of study area support
pursuant to Section 54.806 for the areas served by the acquiring price cap LEC,
beginning with the next support recal culation pursuant to section 54.808.

In the event that a participating price cap LEC acquires additiona exchanges from an
entity that is also a participating price cap LEC, the acquiring price cap LEC will recaive
support under this Subpart a the same leve as the sdlling price cap LEC formerly
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received, and both carriers will adjust their line counts accordingly beginning with the next
quarterly report to the Fund Administrator. At the subsequent report to the Fund
Adminigrator for purposes of recaculating support as required by section 54.808, the
acquiring and sdlling price cap LECs will reflect the acquired and sold lines, and will
adjust the average CMT Revenue per Line per Month for the affected study areas
accordingly.

The Fund Administrator for the fund created by this subpart shdl be the Universal Service
Adminigrative Corporation.

8§54.802 Obligationsof LECsand the Fund Adminigtrator.

@

(b)

Each Eligible Tdecommunications Carrier that is providing service within an area served
by a price cgp LEC shdl submit to the Fund Administrator, on a quarterly basis on the
last business day of March, June, September, and December of each year line count data
showing the number of lines it serves for the period ending three months prior to the
reporting date, within each participating price cap LEC study area disaggregated by UNE
Zone if UNE Zones have been established within that study area, showing
resdentid/single line business and multiline business line counts separately. For purposes
of this report, and for purposes of computing support under this Subpart, the aggregated
resdence/single line business class lines reported include single and non-primary residence
lines, sngle line businesslines, ISDN BRI and other related resdence classlines,
Smilarly, the multiline business class lines reported include multiline business, centrex,
ISDN PRI and other related business class lines assessed the end user common line
charge pursuant to 8 69A.152. For purposes of this report and for purposes of
computing support under this Subpart, lines served using resde of the price cap LEC's
service pursuant to Section 251(c)(4) of the Communications Act of 1934, as amended,
shdl be considered lines served by the price cap LEC only and must be reported
accordingly.

In addition to the information submitted pursuant to paragraph (&), each price cap LEC
must submit to the Fund Adminidtrator, on [10 wor king days following the r elease of
the Report and Order adopting the CALL S plan], October 15, 2000, and April 16,
2001 and annualy thereafter or as determined by the Fund Administrator according to
Section 54.808:

(1) Average Price Cap CMT Revenue Per Line Per Monthgygy area fOr €ach of its study
aress,

(2) Therates established for UNE Loops and UNE Line Ports, by zone in those study
areas where UNE Zones have been established as of the date of filing; and;

(3) Make available information sufficient to determine the boundaries of each UNE
Zone within each of its study areas where such zones have been established.
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(d)

(€

provided, however, that after the [10 working days following the release of the
Report and Order adopting the CALL S plan] filing, if there have been no changes
snceits previous filing a company may submit a satement that there have been no
changesin lieu of such information, and further provided that, for study areasin which
UNE Zones have been newly established since the last filing pursuant to this paragraph,
the price cap LEC shall aso report the information required by subparagraph (2) and (3)
to the Fund Adminigtrator on July 15, 2000, or January 15, 2001, as required.

In order to participate in the support mechanism described in this Subpart for al its sudy
aress, aprice cgp LEC must file awritten statement of itsintent to do so with the
Commission by [5 working days following release of the Report and Order
adopting the CALL S Plan] or, in the case of atransfer of control, within the first 9x
months of the implementation of the plan, by January 1, 2001. A price cap LEC filing
such awritten statement of intent isa " participating price cap LEC." A pricecap LEC
electing to participate in this support mechanism must dso eect to participate in the
interstate access charge rules contained in the Parts 61A and 69A of theserules. Nothing
in this subsection dters a carrier’ s obligation, or the obligations of providers of interstate
telecommunications, to contribute to universal service support pursuant to Subpart H of
this Part.

An digible tdecommunications carrier shdl be digible for support pursuant to this Subpart
only after it hasfiled dl of the information required by paragraphs (a) through (c) of this
section, where gpplicable. An digible telecommunications carrier shdl receive payment of
support pursuant to this Subpart only for such months the carrier is actudly providing
sarviceto theend user. The Adminigrator shall ensure that there is periodic reconciliation
of support payments.

Upon receiving the information required to be filed in paragraphs (&) and (b) of this
section, the Fund Adminigrator shall:

(1) Perform the calculations described in sections 54.804 through 54.807 of this
section;

(2) Publish the results of these cdculations showing Interstate Access USF Support per
line available in each participating price cap LEC study area, by UNE Zone and
customer class,

(3) Callect the funds necessary to provide support pursuant to this Subpart in
accordance with Subpart H; and

(4) Didtribute support caculated pursuant to the rules contained in this Subpart; and

(5) Report quarterly to the Commission on the collection and distribution of funds under
this Subpart as described in 54.701(g). Fund distribution reporting will be by state
and by digible telecommunications carrier within the date.
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8§ 54.803 Universal Service Zones

@

(b)

The zones used for determining universal service shdl be the same zones that would be
used for EUCL deaveraging as described in 869A.152(0)(2).

In aprice cap study area where the participating price cap LEC has not established state-
gpproved prices for Unbundled Network Elements (UNES) loops by zone, the fund
adminigrator shal develop an estimate of the ILEC's Zone Above Benchmark Revenues
for trangtiona purposes, in order to reserve a portion of the fund for that study area. This
estimate will be incdluded by the Adminitrator in the Nationwide Study Area Above
Benchmark Revenues calculated pursuant to §54.806.

(1) For the purpose of developing thistrandtiona estimate, the loop and port costs
estimated by the FCC cost model, or other substitute method if no model is
available, shall be used.

(2) For the purpose of developing thistrangtiona estimate, the adminigtrator shall
congtruct three zones. Wire centers within the study areawill be grouped into these
zones in such away that each zone is assgned approximatdy one third of ILEC
base period lines in the study area, with the lowest cost wire centers assigned to
Zone 1, the highest cost wire centers assigned to Zone 3, and the remainder to
Zone 2.

§54.804 Preiminary Minimum Access USFsyay area Calculated by the Fund
Adminigrator.

@

(b)

(©

If Average Price Cap CMT Revenue Per Line Per Monthsway area IS greater than $9.20
then: Prdiminary Minimum Access USFgudy area = (Average Price Cap CMT Revenue Per
Line Per Monthyuay area X ILEC Base Period Linesx 12) - (($7.00 x ILEC Base Period
Resdentid & Single Line Business LineSy,gy aea X 12) + ($9.20 X ILEC Base Period
Multiline Business LineSyudy area X 12))

If Average Price Cap CMT Revenue Per Line Per Monthsuay area IS greater than $7.00
but less than $9.20 then: Prdiminary Minimum Access USFgudy aea = (Average Price Cap
CMT Revenue Per Line Per Monthgygy area - $7.00) X (ILEC Base Period Residentia &
Single Line Business LineSyudy area X 12)

If Average Price Cap CMT Revenue Per Line Per Montheugy area IS1€Ss than $7.00 then
the Preliminary Minimum Access USFgudy aea IS ZEX0.

§54.805 Zoneand Study Area Above Benchmark Revenues Calculated by the Fund

Adminisrator.

14



(& Thefollowing steps shdl be performed by the Fund Administrator to determine Zone

Above Benchmark Revenues for each price cap LEC, whether or not the price cap LEC
isaparticipating price cap LEC.

(1) Caculate Zone Average Revenue Per Line.

(2) Cdculate Zone Above Benchmark Revenues. Zone Above Benchmark Revenues

is the sum of Zone Above Benchmark RevenueSkesidences singlel ineBusiness aNd Zone
Above Benchmark Revenues muriiinesusiness. Z0ne Above Benchmark Revenues
Residences SingleLineBusiness 1S, Within each zone, the product of Zone Average Revenue
Per Line minus $7.00 multiplied by al digible telecommunications carrier Base
Period Line residence and single Line Business tiMes 12. 1f negetive, the Zone Above
Benchmark Revenues residences singleL inesusiness fOr the zone is zero. Zone Above
Benchmark Revenues wutiinesusiness 1S, Within each zone, the product of Zone
Average Revenue Per Line minus $9.20 multiplied by al digible tedecommunications
carrier zone Base Period Linestimes 12. If negative, the Zone Above Benchmark
Revenues wuiiinesusiness fOr the zoneis zero.

(b) Study Area Above Benchmark Revenuesisthe sum of Zone Above Benchmark

Revenuesfor dl zonesin the sudy area.

§54.806 Calculation by the Fund Administrator of Inter state Access USF Support for
Areas Served by Participating Price Cap LECs

@

(b)

(©

The Fund Administrator, based on the calculations performed in sections 54.804 and
54.805, shdl calculate the Interstate Access USF Support for areas served by
participating Price Cap LECs according to the following methodology:

Cdculate Nationwide Tota Above Benchmark Revenues. Nationwide Total Above
Benchmark Revenuesis the sum of dl Study Area Above Benchmark Revenues for dl
study areas served by price cap ILECs, whether or not participating.

Cdculate Prdliminary Study Area Universal Service Support (PSAUSS).
(2) If the Nationwide Totd Above Benchmark Revenuesis greater than $650 million,

then the Prdiminary Study Area Universa Service Support (PSAUSS) equdsthe
Study Area Above Benchmark Revenues mulltiplied by the ratio of $650 million to
Nationwide Tota Above Benchmark Revenues (i.e. Preliminary Study Area
Universd Service Support = Study Area Above Benchmark Revenues X ($650
Million / Nationwide Totd Above Benchmark Revenues).

(2) If the Nationwide Tota Above Benchmark Revenuesis not greater than $650

million, PSAUSS equds the Study Area Above Benchmark Revenues.
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(d)

(€

()

()

)

()

Cdculae the Minimum Ddta(MD) by study area. Within each study areathe Minimum
Ddtawill be equd to the Prliminary Minimum Access USFsuay area 1€5S the PSAUSS, if
the difference is greater than zero. If the difference is less than or equad to zero, the MD is
equal to zero.

Cdculaethe Totd Nationd Minimum Ddta (TNMD) by summing al sudy are Minimum
Deltas nationwide.

Cdculate the Minimum Adjustment Amount.

(1) If the TNMD is grester than $75 million, then the Minimum Adjustment Amount
(MAA) equasthe product of the MAA Phase In Percentage times the MD by
sudy areatimestheretio of $75 millionto TNMD Or:

Minimum Adjustment Amount = (MAA Phase In Percentage) X
(Minimum Ddta) X ($75 million/ Total Naiond Minimum Delta).

(2) If the TNMD islessthan $75 million, then the MAA equas the product of the
MAA Phase In Percentage and the MD by study area.

Cdculate the Minimum Support Requirement (MSR). The Minimum Support
Requirement for a study area equas the PSAUSS plusthe MAA.

Cdculate the Totd Nationad Minimum Support Requirement (TNMSR), which equas the
sum of the MSR for al sudy areas in which the Priminary Minimum Access USF is
greater than or equal to the PSAUSS.

Calculate Study Area Access USF Support (SAAUS) for astudy areain which the
participating price cap incumbent LEC has geographically deaveraged state-approved
rates for UNE loops:

(1) For study areas in which the Preliminary Minimum Access USF is greater than
PSAUSS, and within which the participating price cap incumbent LEC has
established geographically deaveraged state-approved rates for UNE loops, the
SAAUSfor that sudy areaisthe MSR.

(2) For study areasin which the Prdiminary Minimum Access USF islessthan
PSAUSS, and within which the participating price cap incumbent LEC has
established geographically deaveraged state-approved rates for UNE loops, the
SAAUSfor that study areais equd to:

Prdiminary Study Area Universa Service Support x ($650 million — TNMSR)
, (the sum of PSAUSS of study areas where the Preliminary Minimum Access
USF islessthan PSAUSS).

Calculate Study Area Access USF Support (SAAUS) for a participating price cap
incumbent LEC that has not established geographicaly deaveraged state-approved rates
for UNE loops. In such study areas, the SAAUS shdll be the lesser of the Preliminary
Minimum Access USF or:
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(1) For study areasin which the Preliminary Minimum Access USF is greater than
PSAUSS, and for which an estimate has been made for deaveraged UNE loop
costs, the SAAUS for that study areaisthe MSR.

(2) For study areasin which the Preliminary Minimum Access USF islessthan
PSAUSS, and for which an estimate has been made for deaveraged UNE loop
costs, the SAAUS for that Sudy areais equa to:

Prdiminary Study AreaUniversa Service Support x ($650 million — TNMSR)
, (the sum of PSAUSS of study areas where the Prdliminary Minimum Access
USF islessthan PSAUSS).

§ 54.807 | nter state Access USF Support

@

(b)

(©

Each Eligible Tdecommunication Carrier (ETC) that provides supported service within
the study area of a participating price cap LEC shdl receive Interstate Access USF
Support for each line that it serves within that study area.

Inany study areawithin which the incumbent LEC has not established state approved
geographically deaveraged rates for UNE loops, the Fund Adminigtrator shall calculate
the Interstate Access USF Support Per Line by dividing Study Area Access USF
Support by twevetimesdl digible tdecommunications carriers base period linesin that
study area adjusted for growth during the relevant support period based on the average
nationwide annud growth in digible lines during the three previous years. For the purpose
of caculaing growth, the Fund Adminigtrator shal use asmple average of annud growth
rates for total switched access linesfor the three most recent years as reported in the
Common Carrier Bureau Report, Statistics of Communications Common Carriers, Table
6.10 — Sdlected Operating Statistics.

In any study areawithin which the incumbent LEC has established state approved
geographically deaveraged rates for UNE loops, the Fund Adminigtrator shall calculate
the Interstate Access USF Support Per Line for eech customer class and zone using all
eligible telecommunications carriers base period lines by customer class and zone
adjusted for growth during the relevant support period based on the average nationwide
annud growth in digible lines during the three previous years. For the purpose of
cdculaing growth, the Fund Adminigtrator shal use a smple average of annud growth
rates for total switched access linesfor the three most recent years as reported in the
Common Carrier Bureau Report, Statigtics of Communications Common Carriers, Table
6.10 — Selected Operating Satistics. Support shdl be dlocated to lines in the highest
cost UNE zone firgt, and will “cascade’ to linesin lower cost UNE zones to the extent
that suffident funding is avalable. Beginning with the zone with the highest Zone Average
Revenue Per Line, support will be applied in the following order of priority:
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(1) Todl linesin the highest zone, to diminate the amount per line by which Zone
Average Revenue Per Line exceeds the higher of $9.20 or the Average Revenue
Per Linein the next highest zone;

(2) If the Zone Average Revenue Per Line in the next highest zone is greater than
$9.20, then to dl lines in both zones to diminate the amount per line by which Zone
Average Revenue per Line exceeds $9.20;

(3) Todl resdentid and single line busness lines in the highest zone, to diminate the
amount per line that Zone Average Revenue Per Line for these lines exceeds the
higher of $7.00 or Average Revenue Per Line in the next highest zone;

(4) If the Zone Average Revenue per Linein the next highest zone is greater than
$7.00, then to dl residentid and single line business lines in both zones to diminate
the amount per line by which Zone Average Revenue Per Line exceeds $7.00.

This“cascade’ processwill continue until dl of the available funding has been
assigned to lines by zone and by customer dlass, it may extend in Smilar fashion to
additiona zones, to the extent that their Zone Average Revenue per Line exceeds
the $9.20 and $7.00, and available funding permits.

(d) Notwithstanding the provisions of 54.307(a)(2), the per-line support amount determined
within each zone by applicable customer class under paragraph (b) or (c) aboveis
portable among dl digible tedlecommunications carriers providing service within that zone.

§54.808 Trangtion Provisonsand Periodic Calculation.
Study Area Access USF Support amounts for the area served by each participating price cap

incumbent LEC will be caculated as of July 1, 2000, January 1, 2001, July 1, 2001 and
theresfter as determined by the Administrator, but at least annudly.
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PART 54

Subpart E - Universal Service Support for LowIncome Consumers
8§ 54.403 L ifeline support amount.

(8@ Thefederd baseline-Lifdine support amount shdl equal

(1) Tier One.Thetariffed ratein effect for the primary residential end user

common line charge, as determined in accordance with § 69A.152(d) and (q), for the
qualifying low-income consumey ; -$3.50-per—qualifying low-income consumer-

(2) Tier Two. If the state commission approves an additional reduction of $1.75 in the
amount paid by consumers, additiond federa Lifeline support in the amount of $1.75 will be
made available to the carrier providing Lifeline service to that consumer,_and

(3) Tier Three. Additiond federa Lifdine support in an amount equa to one-haf the
amount of any date Lifeine support will be made available to the carrier providing Lifdine
sarvice to a quaifying low-income consumer if the state commission approves an additiona
reduction in the amount paid by that consumer equal to the state support multiplied by 1.5.

(b) Eor the qualifying low-income consumer, the Fhe federd Lifeline support anount
shdl not exceed $7.00-perqualifying low-income consumer_the tariffed rate in
effect for the primary residential end user common line charge plus $3.50.
Eligible carriers that charge federa End-User Common Line charges or equivaent federa
charges shdl apply the federd baseline-Lifeline support to waive Lifeine consumers federd
End-User Common Line charges. Such carriers shdl apply any additional federa support
amount to aquaifying low-income consumer's intrastate rate, if the state has gpproved of such
additiona support. Other carriers shall apply the federd baseline-Lifdine support amount,
plus the additional support amount, where gpplicable, to reduce their lowest tariffed (or
otherwise generdly available) residentid rate for the services enumerated in § 54.101(a)(1)
through (8)(9), and charge Lifdine consumers the resulting amount.

(©) Lifdine support for providing toll limitation shal equd the digible tdecommunications
carier'sincrementa cost of providing ether toll blocking or toll control, whichever is selected
by the particular consumer.







Subpart H—Adminigtration
§54.701 Administrator of universal service support mechanisms.

(@ The Universa Service Adminigtrative Company is gppointed the permanent Administrator
of the federa universal service support mechanisms, subject to areview after one year by the
Federd Communications Commission to determine that the Adminigrator is administering the
universal service support mechanismsin an efficient, effective, and competitively neutra manner.

(b) The Schools and Libraries Corporation and the Rurd Hedlth Care Corporation shal merge
into the Universa Service Adminigtrative Company by January 1, 1999; provided, however,
that the merger shdl not take place until the Common Carrier Bureau, acting pursuant to
delegated authority, has approved the merger documents, the amended by-laws, and the
amended articles of incorporation, as set forth in paragraphs (c) and (d) of this section.

(c) By December 1, 1998, the Schools and Libraries Corporation, the Rura Hedlth Care
Corporation and the Universd Service Adminigtrative Company shdl file with the Federd
Communications Commisson draft copies of dl documents necessary to effectuate the merger.

(d) By December 1, 1998, the Universd Service Adminigrative Company shdl file with the
Federd Communications Commission draft copies of amended by-laws and amended articles
of incorporétion.

(€) Upon consummetion of the merger of the Schools and Libraries Corporation and the Rura

Hedth Care Corporation into the Universa Service Adminigtrative Company, the Schools and
Libraries Corporation and the Rural Health Care Corporation shdl take all steps necessary to
dissolve such corporations.

(f) The Adminigtrator shall establish a nineteen (19) member Board of Directors, as set forth in
§54.703. The Adminigtrator's Board of Directors shall establish three Committees of the
Board of Directors, as set forth in § 54.705: (1) the Schools and Libraries Committee, which
shall oversee the schools and libraries support mechanism; (2) the Rural Hedth Care
Committee, which shall oversee the rura hedth care support mechanism; and (3) the High Cost
and Low Income Committee, which shal oversee the high cost and low income support
mechanism. The Board of Directors shdl not modify substantialy the power or authority of the
Committees of the Board without prior gpproval from the Federd Communications
Commisson.

(9) The Adminidrator shdl establish three divisons. (1) the Schools and Libraries Divison,
which shdl perform duties and functions in connection with the schools and libraries support
mechanism under the direction of the Schools and Libraries Committee of the Board, as set
forth in 8 54.705(a); (2) the Rurd Hedlth Care Divison, which shall perform duties and
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functions in connection with the rurd hedth care support mechanism under the direction of the
Rura Hedth Care Committee of the Board, as sat forth in § 54.705(b); and (3) the High Cost
and Low Income Divison, which shal perform duties and functions in connection with the high
cost and low income support mechanism, and the Interstate Access Universal Service
Eund Support mechanism described in Subpart | of this Part, under thedirection
of the High Cost and Low Income Committee of the Board, as set forth in § 54.705(c). As
directed by the Committees of the Board set forth in § 54.705, these divisons shdl perform the
duties and functions unique to their respective support mechanisms.

(h) The Adminigtrator shall be managed by a Chief Executive Officer, as set forth in § 54.704.
The Chief Executive Officer shdl serve on the Committees of the Board established in §
54.705.

Sec. 54.702 Administrator'sfunctionsand responsibilities.

(& The Adminigrator, and the divisons therein, shal be responsible for adminigtering the
schools and libraries support mechanism, the rural hedlth care support mechanism, the high cost

support mechanism, and-the low income support mechanism_and the Interstate Access

. ! . | hani lescribed i ! [ thi
Part.

{b)(b) The Adminigrator shal be responsible for billing contributors, collecting contributions
to the universal service support mechanisms, and disbursaing universa service support funds.

(c) The Adminigtrator may not make policy, interpret unclear provisons of the statute or
rules, or interpret the intent of Congress. Where the Act or the Commisson's rules are unclear,
or do not address a particular Stuation, the Adminigtrator shall seek guidance from the
Commisson.

(d) The Adminigtrator may advocate positions before the Commission and its saff only on
adminigrative matters relating to the universa service support mechanisms.

(e) The Adminigtrator shal maintain books of account separate from those of the Nationa
Exchange Carrier Association, of which the Adminigtrator is an independent subsidiary. The
Adminigtrator's books of account shall be maintained in accordance with generaly accepted
accounting principles. The Administrator may borrow start up funds from the National Exchange
Carrier Association. Such funds may not be drawn

from the Telecommunications Relay Services (TRS) fund or TRS adminidrative expense
accounts.

() Pursuant to its responghility for billing and collecting contributions, the Adminigrator shal
compare periodicdly information collected by the adminigtrator of the TRS Fund from TRS
Fund Worksheets with information submitted by contributors on Universal Service Worksheets
to verify the accuracy of information submitted on Universal Service Worksheets. When
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performing a comparison of contributor information as provided by this paragraph, the
Adminigtrator must undertake company- by-company comparisonsfor dl entities filing Universa
Service and TRS Fund Workshests.

(9) The Adminigtrator shall create and maintain awebsite, as defined in Sec. 54.5, on which
gpplications for services will be posted on behaf of schools, libraries and rurd hedth care
providers.

(h) The Adminigrator shdl file with the Commission and Congress an annud report by
March 31 of each year. The report shdl detail the Administrator's operations, activities, and
accomplishments for the prior year, including information about participation in each of the
universa service support mechanisms and adminigtrative action intended to prevent waste,
fraud, and abuse. The report also shall include an assessment of subcontractors performance,
and an itemization of monthly adminigtrative cogts that shal include al expenses, receipts, and
payments associated with the administration of the universa service support programs. The
Adminigrator shal consult each year with Commission staff to determine the scope and content
of the annua report.

(i) The Administrator shal report quarterly to the Commission on the disbursement of
universal service support program funds. The Administrator shal keep separate accounts for the
amounts of money collected and disbursed for digible schools and libraries, rurd hedth care

providers, low-income consumers, inter state access USE support, and high cost and
insular aress.

() Information based on the Adminigtrator's reports will be made public by the Commisson
at least once ayear as part of a Monitoring Report.

(k) The Adminigtrator shall provide the Commission full access to the data collected pursuant
to the adminigtration of the universal service support programs.

(1) Pursuant to Sec. 64.903 of this chapter, the Adminigtrator shall file with the Commisson a
cost alocation manua (CAM) that describes the accounts and procedures the Administrator
will use to dlocate the shared costs of administering the universal service support mechanisms
and its other operations.

(m) The Adminigtrator shal make available to whomever the Commission directs, free of
charge, any and dl intellectua property, including, but not limited to, dl records and information
generated by or resulting from its role in administering the support mechanisms, if its
participation in administering the universal service support mechanisms ends.

(n) If its participation in administering the universal service support mechanisms ends, the
Adminigtrator shall be subject to close-out audits at the end of itsterm.

Sec. 54.703 and Sec. 54.704 remain unchanged.



Sec. 54.705 Committees of the Administrator's Board of Directors.

(8 Schools and Libraries Committee.--

(1) Committee functions. The Schools and Libraries Committee shall oversee the
adminigration of the schools and libraries support mechanism by the Schools and Libraries
Divison. The Schools and Libraries Committee shdl have the authority to make decisons
concerning:

(i) How the Adminigtrator projects demand for the schools and libraries support mechanism;

(i) Development of gpplications and associated indtructions as needed for the schools and
libraries support mechaniam;

(iti) Adminigration of the gpplication process, including activities to ensure compliance with
Federd Communications Commission rules and reguletions,

(iv) Performance of outreach and education functions;
(v) Review of billsfor servicesthat are submitted by schools and libraries;

(vi) Monitoring demand for the purpose of determining when the $2 billion trigger has been
reached;

(vii) Implementation of the rules of priority in accordance with 8§ 54.507(g) of this chapter;

(viii) Review and certification of technology plans when a state agency hasindicated thet it will
not be able to review such plans within a reasonable time;

(iX) The classfication of schools and libraries as urban or rural and the use of the discount
matrix established in § 54.505(c) of this chapter to set the discount rate to be applied to
services purchased by digible schools and libraries,

(X) Performance of audits of beneficiaries under the schools and libraries support mechanism;
and

(xi) Development and implementation of other functions unique to the schools and libraries
support mechanism.

(2) Committee compaosition. The Schools and Libraries Committee shdl consist of the
following members of the Adminigtrator's Board of Directors:



(i) Three school representatives,

(i) One library representative;

(iif) One service provider representtive;

(iv) One at-large representetive eected by the Administrator's Board of Directors, and

(v) The Adminigrator's Chief Executive Officer.

(b) Rurd Hedlth Care Committee.--

(1) Committee functions. The Rural Hedth Care Committee shall oversee the adminidiration of
the rurd hedth care support mechanism by the Rura Hedlth Care Divison. The Rurd Hedlth
Care Committee shdl have authority to make decisons concerning:

(i) How the Administrator projects demand for the rurd health care support mechanism;

(i1) Development of gpplications and associated ingtructions as needed for the rurd health care
support mechanism;

(iif) Adminigtration of the gpplication process, including activities to ensure compliance with
Federd Communications Commission rules and regulations;

(iv) Cdculation of support levels under § 54.609;
(v) Performance of outreach and education functions;
(vi) Review of billsfor services that are submitted by rurd health care providers,

(vii) Monitoring demand for the purpose of determining when the $400 million cap has been
reached;

(viii) Performance of audits of beneficiaries under the rura health care support mechanism; and

(ix) Development and implementation of other functions unique to the rural hedth care support
mechanism.

(2) Committee compogtion. The Rurd Hedth Care Committee shall consst of the following
members of the Administrator's Board of Directors;

(i) Two rurd hedth care representatives;



(i) One sarvice provider representative;

(iii) Two at-large representatives dected by the Administrator's Board of Directors,

(iv) One State telecommunications regulator, one state consumer advocate; and

(v) The Adminigrator's Chief Executive Officer.

(c) High Cost and Low Income Committee.--

(1) Committee functions. The High Cost and Low Income Committee shal oversee the
adminigration of the hi gh_oost and low ipcome Support mechani sms_including the

Low Income Committee shal have the authority to make decisions concerning:

(1) How the Adminigtrator projects demand for the high cost and low income support
mechaniams,

(i) Development of gpplications and associated ingtructions as needed for the high cost and low
income support mechanisms,

(i) Adminigtration of the application process, including activities to ensure compliance with
Federd Communications Commission rules and reguletions,

(iv) Performance of audits of beneficiaries under the high cost and low income support
mechanisms, and

(v) Development and implementation of other functions unique to the high cost and low income
support mechanisms.

(2) Committee compaosition. The High Cost and Low Income Committee shall consst of the
following members of the Administrator's Board of Directors:

(1) Onelow income representétive;

(ii) One state telecommunications regulator;

(iii) One state consumer advocate;

(iv) Two incumbent local exchange carrier representatives (one shdl represent rurd telephone

companies, asthat term is defined in 47 U.S.C. 153(37) and one shdl represent non-rura
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telephone companies);

(v) One interexchange carrier representative;

(vi) One competing loca exchange carrier representetive;

(vii) One commercid mobile radio service representative; and
(viii) The Adminigtrator's Chief Executive Officer.

(d) Binding Authority of Committees of the Board.

(1) Any action taken by the Committees of the Board established in paragraphs (a) through ()
of this section shal be binding on the Board of Directors of the Administrator, unless such action
is presented for review to the Board by the Administrator's Chief Executive Officer and the
Board disgpproves of such action by atwo-thirds vote of a quorum of directors, as defined in
the Adminigtrator's by-laws.

(2) The budgets prepared by each Committee shall be subject to Board review as part of the
Adminigtrator's combined budget. The Board shal not modify the budgets prepared by the
Committees of the Board unless such modification is gpproved by atwo-thirds vote of a
quorum of the Board, as defined in the Administrator's by-laws.

Secs. 54.706 — 54.714 remain unchanged.
Sec. 54.715 Administrative expenses of the Administrator.

(@ The annud adminigrative expenses of the Adminigtrator should be commensurate with the
adminidtrative expenses of programs of Smilar Sze, with the exception of the sdary levelsfor
officers and employees of the Administrator described in paragraph (b) of this section. The
annud adminidrative expenses may include, but are not limited to, sdaries of officersand
operations personne, the costs of borrowing funds, equipment costs, operating expenses,
directors expenses, and costs associated with auditing contributors of support recipients.

(b) All officers and employees of the Administrator may be compensated a an annual rate of
pay, including any non-regular payments, bonuses, or other compensation, in an amount not to
exceed the rate of basic pay in effect for Level | of the Executive Schedule under 5 U.S.C.
5312.

(c) The Adminigtrator shall submit to the Commission projected quarterly budgets at least Sixty
(60) days prior to the start of every quarter. The Commission must approve the projected
quarterly budgets before the Administrator disburses funds under the federa universal service
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support mechanisms. The adminigtrative expenses incurred by the Administrator in connection
with the schools and libraries support mechanism, the rurd hedth care support mechanism, the
high cost support mechanism, and-the low income support mechanism,_and the Interstate
Access Universal Service Fund Support mechanism shal be deducted from the
annua funding of each respective support mechanism. The expenses deducted from the annua
funding for each support mechanism aso shdl include the Adminigtrator's joint and common
costs alocated to each support mechanism pursuant to the cost dlocation manud filed by the
Administrator under § 64.903 of this chapter.

Sec. 54.717 remains unchanged.
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Subpart | - Interstate Access Universal Service Fund Support [All New]

8§54.800 Termsand Definitions

@ Average Price Cap CMT Revenue Per Line Per Monthgygy area has the
same meaning as that term is defined in 8 61.3(d), Heluding-except that it
includes exogenous changes in effect prior to the effective date of a
caculation pursuant to 54.808 and exogenous changes not yet effective
related to the sde or acquisition of exchanges, but excluding any other
exogenous changes not yet effective.

(b) Base Period Lines —For purposes of calculations pursuant to this part, Base
Period Lines are the number of lines for agiven study area or zone as of the
end of the quarter ending 6 months prior to the effective date of a cdculation
pursuant to 54.808.

(©) Interstate Access USF Support Benchmark shal mean, for resdentid and single
line business lines, $7.00, and for multiline business lines, $9.20.

(d) Minimum Adjustment Amount (MAA) is defined in 8 54.806(f).

(e) MAA Phase In Percentageis.
50% as of July 1, 2000,

75% asof July 1, 2001
100% as of July 1, 2002.
(f) Minimum Delta (MD) is defined in § 54.806(d).
(9 Minimum Support Requirement (MSR) is defined in § 54.806(g).
(h) Nationwide Total Above Benchmark Revenues is defined in § 54.806(b).

() Participating price cap LEC isdefined in 8 54.802(c).

61 Preliminary Minimum Access USFguqy area 1S the amount caculated pursuant
to § 54.804.

H(k) Preliminary Sudy Area Universal Service Support (PSAUSS) isdefinedin
8 54.806(c).

da()  Study Area Above Benchmark Revenues isthe sum of dl Zone Above
Benchmark Revenuesfor dl zonesin the sudy area.
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H(m) Sudy Area Access USF Support (SAAUS) isdefined in 8 54.806(i) and (j).

{my(n) Total National Minimum Delta (TNMD) is the nationwide sum of dl study
area Minimum Deltas.

{A)(0) Total National Minimum Support Requirement (TNMSR) isthe sum of the
MSR for dl price cap incumbent LEC study areas.

{8)(p) Zone Above Benchmark Revenues is defined in § 54.805(8)(2).
(o) Zone Average Revenue per Line. The amount calculated as follows:
Zone Average Revenue Per Line = (25% * (L0OOP.one price + (POrt)pice))+ U Where,

U(Uniform revenue per line adjustmert) =
[(Average Price Cap CMT Revenue Per Line Per Monthyugy aea * ILEC Base
Period Lines)— (25% * S (ILEC Base Period LineSune zone X (L 0OPzone price +
Port mice) for dl zones)))] , ILEC Base Period LineSsuay areas

§54.801 General

@ The totd amount of universa service support under this Subpart,
excluding adminigtrative expenses, for areas served by price cap incumbent LECs as of June
30, 2000, is targeted to be $650 million per year, if dl price cap incumbent LECs dect to
participate and if no exchanges, other than those offered for sde prior to January 1, 2000, are
sold to non-price-cap LECs or purchased from non-price cap LECs by price cap LECs.
Support that would be provided to areas served by price cap LECs not ecting to participate in
this Subpart will not be distributed nor collected.

(b) In the event that dl or a portion of astudy area served by a participating
price cap LEC is sold to an entity other than a participating price cap LEC, and the study area
or portion thereof was not offered for sale prior to January 1, 2000, then the support that would
otherwise be provided under this Subpa”[ had such study areaor portl on thereof not been sold,
will not be distributed or collected. eula :
Subsequent caculations will use the last reported data for the study areaor port| on thereof that
was s0ld to determine the amount that will not be distributed or collected.

(© In the event that a participating price cap LEC acquires additiona
exchanges, from an entity other than a price cap LEC, that acquisition should be reported to the
Administrator pursuant to Section 54.802 and included in the determination of study area
support pursuant to Section 54.806 for the areas served by the acquiring price cap LEC,
beginning with the next support recalculation pursuant to section 54.808.
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(d) In the event that a participating price cap LEC acquires additiona
exchanges from an entity that is aso a participating price cap LEC, the acquiring price cap LEC
will receive support under this Subpart at the same level as the sdlling price cap LEC formerly
received, and both carriers will adjust their line counts accordingly beginning with the next
quarterly report to the Fund Administrator. At the subsequent report to the Fund Adminigtrator
for purposes of reca culating support as required by section 54.808, the acquiring and sdlling
price cap LECswill reflect the acquired and sold lines, and will adjust the average CMT
Revenue per Line per Month for the affected study areas accordingly.

(e The Fund Adminigtrator for the fund created by this subpart shdl bethe
Universd Service Adminigrative Corporation.

§54.802 Obligationsof LECsand the Fund Administrator.

@ Each Eligible Tdecommunications Carrier thet is providing service
within an area served by aprice cap LEC shdl submit to the Fund Administrator, on a quarterly
basis on the last business day of March, June, September, and December of each year line
count data showing the number of linesit servesfor the period ending three months prior to the
reporting date, within each participating price cap LEC study area disaggregated by UNE Zone
if UNE Zones have been established within that sudy area, showing resdentid/dangle line
business and multiline business line counts separately. For purposes of this report, and for
purposes of computing support under this Subpart, the aggregated resdence/single line business
casslines reported include single and nontprimary residence lines, sngle line busness lines,
ISDN BRI and other related resdence class lines. Smilarly, the multiline business class lines
reported include multiline business, centrex, ISDN PRI and other related business class lines
asessed the end user common line charge pursuant to 8 69A.152. For purposes of this report
and for purposes of computing support under this Subpart, lines served using resde of the price
cap LEC' s service pursuant to Section 251(c)(4) of the Communications Act of 1934, as
amended, shdl be considered lines served by the price cap LEC only and must be reported
accordingly.

(b) In addition to the information submitted pursuant to paragraph (a), each
price cap LEC must submit to the Fund Adminigtrator, on Apri-17-2000[10 wor king days
following the release of the Report and Order adopting the CALL S plan], October 15,
2000, and April 16, 2001 and annualy thereafter or as determined by the Fund Administrator
according to Section 54.808:

(1) Average Price Cap CMT Revenue Per Line Per Monthsyay area fOr each
of its study aress,

(2) The rates established for UNE Loops and UNE Line Ports, by zonein
those study areas where UNE Zones have been established as of the date of filing;
and;
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(3) Make available information sufficient to determine the boundaries of
each UNE Zone within each of its study areas where such zones have been
established.

provided, however, that after the [10 working daysfollowing ther elease of the Report and
Order adopting the CAL L S plan] Apri-217-2000 filing, if there have been no changes anceits
previous filing acompany may submit a statement that there have been no changesin lieu of

such information, and further provided that, for study areas in which UNE Zones have been
newly established since the last filing pursuant to this paragraph, the price cap LEC shal dso
report the information required by subparagraph (2) and (3) to the Fund Administrator on July
15, 2000, or January 15, 2001, as required.

(© In order to participate in the support mechanism described in this
Subpart for dl its study areas, aprice cap LEC mudt file awritten satement of its intent to do so
with the Commission by [5 working days following release of the Report and Order
adopting the CALL SPlan] or, in the case of atransfer of control, within the first Sx months of
the implementation of the plan, by January 1, 2001. A price cap LEC filing such awritten
gtatement of intent isa " participating price cap LEC." A price cap LEC decting to participate in
this support mechanism must dso eect to participate in the interstate access charge rules
contained in the apphcable- Subpartsef-Parts 61A and 69A of theserules. Nothing in this
subsection dters a carrier’ s obligation, or the obligations of providers of interdate
telecommunications, to contribute to universal service support pursuant to Subpart H of this
Part.

(d) An digible tdecommunications carrier shdl be digible for support
pursuant to this Subpart only after it hasfiled dl of the information required by paragraphs ()
through (c) of this section, where applicable. An digible telecommunications carrier shdll
recelve payment of support pursuant to this Subpart only for such monthsthe carrier is actualy
providing serviceto the end user. The Adminigtrator shall ensure thet thereis periodic
reconciliation of support payments.

(e Upon recaiving the information required to be filed in paragraphs (a)
and (b) of this section, the Fund Adminigtrator shall:

@ Perform the cal culations described in sections 54.804 through 54.807
of this section;

2 Publish the results of these calculations showing Interstate Access USF
Support per line available in each participating price cap LEC study area, by
UNE Zone and customer class,

3 Collect the funds necessary to provide support pursuant to this Subpart
in accordance with Subpart H; and
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4 Disgtribute support caculated pursuant to the rules contained in this
Subpart; and

) Report quarterly to the Commission on the collection and distribution of
funds under this Subpart as described in 54.701(g).. Fund ditribution reporting
will be by gate and by digible telecommunications carrier within the sate.

§54.803 Universal Service Zones

(@ The zones used for determining universal service shal be the same zones that would
be used for EUCL deaveraging as described in 869A.152(0)(2).

(b) Inaprice cap study area where the participating price cap LEC has not established
state-approved prices for Unbundled Network Elements (UNES) loops by zone, the fund
adminigrator shal develop an estimate of the ILEC's Zone Above Benchmark Revenues
for trangtiond purposes, in order to reserve a portion of the fund for that study area. This
edimate will be included by the Adminigtrator in the Nationwide Study Area Above
Benchmark Revenues calculated pursuant to §54.806.

@ For the purpose of developing thistrangtiona estimate, the loop and
port costs estimated by the FCC cost model, or other substitute method if no model is
avallable, shdl be used.

2 For the purpose of developing thistrangtiond estimate, the
adminigrator shall congtruct three zones. Wire centers within the study areawill be
grouped into these zones in such away that each zone is assigned gpproximately one third
of ILEC base period linesin the study area, with the lowest cost wire centers assigned to
Zone 1, the highest cost wire centers assgned to Zone 3, and the remainder to Zone 2.

§54.804 Preiminary Minimum Access USFsudy area Calculated by the Fund
Adminigrator.

(@ If Average Price Cap CMT Revenue Per Line Per Monthsway area IS greater than
$9.20 then: Preiminary Minimum Access USFquay aea = (Average Price Cap CMT Revenue
Per Line Per Monthyay area X ILEC Base Period Lines x 12) - (($7.00 X-x ILEC Base Period
Residential & Single Line Business LineSyugy aea %X 12) + ($9.20 X-x ILEC Base Period
Multiline Business LineSyudy area %X 12))

(b) If Average Price Cap CMT Revenue Per Line Per Monthsydy area IS greater than
$7.00 but less than $9.20 then: Prliminary Minimum Access USFgqy aea = (Average Price
Cap CMT Revenue Per Line Per Monthsuay area - $7.00) X—x_(ILEC Base Period Residentia
& Single Line Business LineSyugy aea %X _12)
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(c) If Average Price Cap CMT Revenue Per Line Per Monthgygy area 1S 1€Ss than $7.00
then the Preliminary Minimum Access USFudy aea IS ZEX0.

854.805 Zoneand Study Area Above Benchmark Revenues Calculated by the Fund
Adminigrator.

(@ Thefollowing steps shdl be performed by the Fund Adminigtrator to determine Zone
Above Benchmark Revenues for each price cap LEC, whether or not the price cap LEC isa

participating price cap LEC.
(1) Cdculate Zone Average Revenue Per Line.

(2) Cdculate Zone Above Benchmark Revenues. Zone Above Benchmark
Revenues is the sum of Zone Above Benchmark RevenUeSresidences Singlet ineBusiness 8Nd
Zone Above Benchmark Revenues wuiiiinesusiness. Z0ne Above Benchmark Revenues
Residences SingleLineBusiness 1S, Within each zone, the product of Zone Average Revenue Per
Line minus $7.00 multiplied by al igible tdecommunications carrier Base Period Line
Residence and Single Line Business tIMes 12, If negative, the Zone Above Benchmark Revenues
Residence& SingleLineBusiness TOF the zone is zero. Zone Above Benchmark Revenues
MultilineBusiness 1S, Within each zone, the product of Zone Average Revenue Per Line minus
$9.20 multiplied by dl digible tdecommunications carrier zone Base Period Linestimes
12. If negative, the Zone Above Benchmark Revenues yiilinesusiness for the zone is
zero.

(b) Study Area Above Benchmark Revenuesis the sum of Zone Above Benchmark
Revenuesfor al zonesin the study area.

§54.806 Calculation by the Fund Administrator of Interstate Access USF Support for
Areas Served by Participating Price Cap LECs

(& The Fund Administrator, based on the ca culations performed in sections 54.804
and 54.805, shdl calculate the Interstate Access USF Support for areas served by participating
Price Cap LECs according to the following methodol ogy:

(b) Cdculate Nationwide Totd Above Benchmark Revenues. Nationwide Totd
Above Benchmark Revenues isthe sum of dl Study Area Above Benchmark Revenues for all
study areas served by price cap ILECs, whether or not participating.

(c) Cdculate Prdiminary Study Area Universa Service Support (PSAUASS).
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(1) If the Nationwide Total Above Benchmark Revenuesis greater than $650
million, then the Preliminary Study Area Universa Service Support (PSAUSS) equds
the Study Area Above Benchmark Revenues multiplied by the ratio of $650 million to
Nationwide Tota Above Benchmark Revenues (i.e. Preliminary Study Area Universd
Service Support = Study Area Above Benchmark Revenues X ($650 Million /
Nationwide Total Above Benchmark Revenues).

(2) If the Nationwide Tota Above Benchmark Revenuesis not greater than
$650 million, PSAUSS equals the Study Area Above Benchmark Revenues.

(d) Cdculate the Minimum Deta(MD) by study area. Within each study areathe
Minimum Ddtawill be equd to the Preliminary Minimum Access USFsugy area €SS the
PSAUSS, if the difference is greater than zero. If the difference isless than or equa to zero, the
MD isequd to zero.

(e) Cdculatethe Totd Nationd Minimum Dedta (TNMD) by summing al study are
Minimum Deltas nationwide.

() Cdculae the Minimum Adjustment Amount.

@ If the TNMD is greater than $75 million, then the Minimum Adjustment
Amount (MAA) equds the product of the MAA Phase In Percentage times the MD by
study areatimestheretio of $75 millionto TNMD Or:

Minimum Adjustment Amount = (MAA Phase In Percentage) X (Minimum
Ddta) X ($75 million/ Tota Nationad Minimum Ddlta).

2 If the TNMD isless than $75 million, then the MAA equdss the product
of the MAA Phase In Percentage and the MD by study area.

(g) Cdculate the Minimum Support Requirement (MSR). The Minimum Support
Requirement for astudy area equas the PSAUSS plusthe MAA.

(h) Cdculate the Total Nationa Minimum Support Requirement (TNM SR), which
equas the sum of the M SR for dl study areas in which the Preiminary Minimum Access USF is
greater than or equd to the PSAUSS.

0] Calculate Study Area Access USF Support (SAAUS) for astudy areain which
the participating price cap incumbent LEC has geographically deaveraged state-approved rates
for UNE loops:

@ For study areasin which the Prliminary Minimum Access USF is
greater than PSAUSS, and within which the participating price cap incumbent LEC has
established geographicaly deaveraged state-approved rates for UNE loops, the
SAAUSfor that study areaisthe MSR.

2 For sudy areasin which the Preliminary Minimum Access USF isless
than PSAUSS, and within which the participating price cap incumbent LEC has
established geographically deaveraged state-approved rates for UNE loops, the
SAAUSfor that study areais equal to:
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Prdiminary Study Area Universal Service Support X ($650 million— TNMSR)
. (the sum of PSAUSS of study areas where the Preliminary Minimum Access
USF islessthan PSAUSS).

(—Caculate Study Area Access USF Support (SAAUS) for a participating price
cap incumbent LEC that has not established geographically deaveraged state-approved
rates for UNE Ioops In such study ares, the SAAUS shall be the lesser of the studly

3 A he-Prdiminary Minimum

Acce& USF or:

(D For sudy areasin which the Prdiminary Minimum Access USF is
greater than PSAUSS, and for which an estimate has been made for deaveraged UNE
loop costs, the SAAUS for that study areaisthe MSR.

(2) For sudy aress in which the Prliminary Minimum Access USF isless
than PSAUSS, and for which an esimate has been made for deaveraged UNE loop
costs, the SAAUS for that study areais equd to:

Prdiminary Study Area Universal Service Support x ($650 million — TNM SR)
(the sum of PSAUSS of study areas where the Prliminary Minimum Access
USF islessthan PSAUSS).

§ 54.807 I nter state Access USF Support

@ Each Eligible Tdecommunication Carrier (ETC) that provides supported service
within the study area of a participating price cap LEC shdl receive Interstate Access USF
Support for each line that it serves within that study area.

(b) In any study areawithin which the incumbent LEC has not established state
gpproved geographicaly deaveraged rates for UNE loops, the Fund Administrator shall
caculate the Interstate Access USF Support Per Line by dividing Study Area Access USF
Support by tweve times dl digible tdlecommunications carriers base period linesin that study
area adjusted for growth during the relevant support period based on the average nationwide
annud growth in digible lines during the three previous years._For the purpose of caculating
growth, the Fund Adminigrator shall use a smple average of annua growth rates for total
switched access lines for the three most recent years as reported in the Common Carrier
Bureau Report, Statistics of Communications Common Carriers, Table 6.10 — Selected
Operating Statigtics.
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(© In any study areawithin which the incumbent LEC has established sate
approved geographically deaveraged rates for UNE loops, the Fund Administrator shall
cdculate the Interstate Access USF Support Per Line for each customer class and zone using
al digible tedlecommunications carriers base period lines by customer class and zone adjusted
for growth during the relevant support period based on the average nationwide annud growth in
eligible lines during the three previous years. For the purpose of caculating growth, the Fund
Adminigrator shal use asmple average of annua growth rates for tota switched accesslines
for the three most recent years as reported in the Common Carrier Bureau Report, Statistics of
Communications Common Carriers, Table 6.10 — Selected Operating Statistics. -Support shall
be alocated to lines in the highest cost UNE zone first, and will “cascade’ to linesin lower cost
UNE zones to the extent that sufficient funding is available. Beginning with the zone with the
highest Zone Average Revenue Per Line, support will be gpplied in the following order of

priority:

@ To dl linesin the highest zone, to diminate the amount per line by which
Zone Average Revenue Per Line exceeds the higher of $9.20 or the Average Revenue
Per Linein the next highest zone;

(2) If the Zone Average Revenue Per Linein the next highest zone is grester
than $9.20, then to dl lines in both zones to diminate the amount per line by which Zone
Average Revenue per Line exceeds $9.20;

(3) Todl resdentid and sngle line busnesslinesin the highest zone, to diminate
the amount per line that Zone Average Revenue Per Line for these lines exceeds the
higher of $7.00 or Average Revenue Per Linein the next highest zone;

(4) If the Zone Average Revenue per Line in the next highest zoneis greeter
than $7.00, then to dl residentid and single line business lines in both zones to diminate
the amount per line by which Zone Average Revenue Per Line exceeds $7.00.

This* cascade’” processwill continue until al of the available funding has been
assigned to lines by zone and by customer class; it may extend in Smilar fashion to
additiona zones, to the extent that their Zone Average Revenue per Line exceedsthe
$9.20 and $7.00, and available funding permits.

(d) Notwithstanding the provisions of 54.307(a)(2), Fthe per-line support amount
determined within each zone by applicable customer class under paragraph (b) or (c) aboveis
portable among al digible tdecommunications carriers providing service within that zone,

§54.808 Transgtion Provisonsand Periodic Calculation.
Study Area Access USF Support amounts for the area served by each participating price cap

incumbent LEC will be calculated as of July 1, 2000, January 1, 2001, July 1, 2001 and
theresfter as determined by the Adminigtrator, but at least annualy.
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