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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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and conditions may be subject to fur-
ther action, including the Commis-
sion’s existing enforcement procedures
and penalties, reductions in support
amounts, potential revocation of ETC
designation, and suspension or debar-
ment pursuant to §54.8.

(d) Eligible telecommunications car-
riers subject to defined build-out mile-
stones must notify the Commission and
USAC, and the relevant state, U.S. Ter-
ritory, or Tribal government, if appli-
cable, within 10 business days after the
applicable deadline if they have failed
to meet a build-out milestone.

(1) Interim build-out milestones. Upon
notification that an eligible tele-
communications carrier has defaulted
on an interim build-out milestone after
it has begun receiving high-cost sup-
port, the Wireline Competition Bureau
will issue a letter evidencing the de-
fault. The issuance of this letter shall
initiate reporting obligations and with-
holding of a percentage of the eligible
telecommunication carrier’s total
monthly high-cost support, if applica-
ble, starting the month following the
issuance of the letter:

(i) Tier 1. If an eligible telecommuni-
cations carrier has a compliance gap of
at least five percent but less than 15
percent of the number of locations that
the eligible telecommunications car-
rier is required to have built out to by
the interim milestone, the Wireline
Competition Bureau will issue a letter
to that effect. Starting three months
after the issuance of this letter, the eli-
gible telecommunications carrier will
be required to file a report every three
months identifying the geocoded loca-
tions to which the eligible tele-
communications carrier has newly de-
ployed facilities capable of delivering
broadband meeting the requisite re-
quirements with Connect America sup-
port in the previous quarter. Eligible
telecommunications carriers that do
not file these quarterly reports on time
will be subject to support reductions as
specified in §54.313(j). The eligible tele-
communications carrier must continue
to file quarterly reports until the eligi-
ble telecommunications carrier reports
that it has reduced the compliance gap
to less than five percent of the required
number of locations for that interim
milestone and the Wireline Competi-
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tion Bureau issues a letter to that ef-
fect.

(ii) Tier 2. If an eligible telecommuni-
cations carrier has a compliance gap of
at least 15 percent but less than 25 per-
cent of the number of locations that
the eligible telecommunications car-
rier is required to have built out to by
the interim milestone, USAC will with-
hold 15 percent of the eligible tele-
communications carrier’s monthly sup-
port for that state and the eligible tele-
communications carrier will be re-
quired to file quarterly reports. Once
the eligible telecommunications car-
rier has reported that it has reduced
the compliance gap to less than 15 per-
cent of the required number of loca-
tions for that interim milestone for
that state, the Wireline Competition
Bureau will issue a letter to that ef-
fect, USAC will stop withholding sup-
port, and the eligible telecommuni-
cations carrier will receive all of the
support that had been withheld. The el-
igible telecommunications carrier will
then move to Tier 1 status.

(iii) Tier 3. If an eligible tele-
communications carrier has a compli-
ance gap of at least 25 percent but less
than 50 percent of the number of loca-
tions that the eligible telecommuni-
cations carrier is required to have built
out to by the interim milestone, USAC
will withhold 25 percent of the eligible
telecommunications carrier’s monthly
support for that state and the eligible
telecommunications carrier will be re-
quired to file quarterly reports. Once
the eligible telecommunications car-
rier has reported that it has reduced
the compliance gap to less than 25 per-
cent of the required number of loca-
tions for that interim milestone for
that state, the Wireline Competition
Bureau will issue a letter to that ef-
fect, the eligible telecommunications
carrier will move to Tier 2 status.

(iv) Tier 4. If an eligible tele-
communications carrier has a compli-
ance gap of 50 percent or more of the
number of locations that the eligible
telecommunications carrier is required
to have built out to by the interim
milestone:

(A) USAC will withhold 50 percent of
the eligible telecommunications car-
rier’s monthly support for that state,
and the eligible telecommunications
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carrier will be required to file quar-
terly reports. As with the other tiers,
as the eligible telecommunications car-
rier reports that it has lessened the ex-
tent of its non-compliance, and the
Wireline Competition Bureau issues a
letter to that effect, it will move down
the tiers until it reaches Tier 1 (or no
longer is out of compliance with the
relevant interim milestone).

(B) If after having 50 percent of its
support withheld for six months the el-
igible telecommunications carrier has
not reported that it is eligible for Tier
3 status (or one of the other lower
tiers), USAC will withhold 100 percent
of the eligible telecommunications car-
rier’s monthly support and will com-
mence a recovery action for a percent-
age of support that is equal to the eli-
gible telecommunications carrier’s
compliance gap plus 10 percent of the
ETC’s support that has been disbursed
to that date.

(v) If at any point during the support
term, the eligible telecommunications
carrier reports that it is eligible for
Tier 1 status, it will have its support
fully restored, USAC will repay any
funds that were recovered or withheld,
and it will move to Tier 1 status.

(2) Final build-out milestone. Upon no-
tification that the eligible tele-
communications carrier has not met a
final build-out milestone, the eligible
telecommunications carrier will have
twelve months from the date of the
final build-out milestone deadline to
come into full compliance with this
milestone. If the eligible telecommuni-
cations carrier does not report that it
has come into full compliance with
this milestone within twelve months,
the Wireline Competition Bureau will
issue a letter to this effect. USAC will
then recover the percentage of support
that is equal to 1.89 times the average
amount of support per location re-
ceived in the state over the six-year
term for the relevant number of loca-
tions plus 10 percent of the eligible
telecommunications carrier’s total
Phase II support over the six-year term
for that state.

(3) Compliance reviews. If subsequent
to the eligible telecommunications car-
rier’s support term, USAC determines
in the course of a compliance review
that the eligible telecommunications
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carrier does not have sufficient evi-
dence to demonstrate that it has built
out to all of the locations required by
the final build-out milestone, USAC
shall recover a percentage of support
from the eligible telecommunications
carrier as specified in paragraph (d)(2)
of this section.

[76 FR 73876, Nov. 29, 2011, as amended at 80
FR 4478, Jan. 27, 2015]

EFFECTIVE DATE NOTE: At 80 FR 4478, Jan.
27, 2015, §54.320 was amended by adding para-
graph (d). This paragraph contains informa-
tion collection and recordkeeping require-
ments and will not become effective until ap-
proval has been given by the Office of Man-
agement and Budget.

Subpart E—Universal Service Sup-
port for Low-Income Con-
sumers

54.400 Terms and definitions.

As used in this subpart, the following
terms shall be defined as follows:

(a) Qualifying low-income consumer. A
“qualifying low-income consumer’’ is a
consumer who meets the qualifications
for Lifeline, as specified in §54.409.

(b) Toll blocking service. ‘“Toll block-
ing service” is a service provided by an
eligible telecommunications carrier
that lets subscribers elect not to allow
the completion of outgoing toll calls
from their telecommunications chan-
nel.

(c) Toll control service. ‘“Toll control
service’’ is a service provided by an eli-
gible telecommunications carrier that
allows subscribers to specify a certain
amount of toll usage that may be in-
curred on their telecommunications
channel per month or per billing cycle.

(d) Toll limitation service. ‘‘Toll limita-
tion service” denotes either toll block-
ing service or toll control service for
eligible telecommunications carriers
that are incapable of providing both
services. For eligible telecommuni-
cations carriers that are capable of
providing both services, ‘“‘toll limita-
tion service’ denotes both toll block-
ing service and toll control service.

(e) Eligible resident of Tribal lands. An
‘‘eligible resident of Tribal lands’ is a
“qualifying low-income consumer,” as
defined in paragraph (a) of this section,
living on Tribal lands. For purposes of
this subpart, ‘““Tribal lands’ include
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