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§54.7 Intended use of federal wuni-
versal service support.

(a) A carrier that receives federal
universal service support shall use that
support only for the provision, mainte-
nance, and upgrading of facilities and
services for which the support is in-
tended.

(b) The use of federal universal serv-
ice support that is authorized by para-
graph (a) of this section shall include
investments in plant that can, either
as built or with the addition of plant
elements, when available, provide ac-
cess to advanced telecommunications
and information services.

(c) For those eligible telecommuni-
cations carriers as defined in §54.5 re-
ceiving universal service support pur-
suant to subparts K and M of this part,
ineligible expenses include but are not
limited to the following:

(1) Personal expenses of employees,
executives, board members, and con-
tractors, and family members thereof,
or any other individuals affiliated with
the eligible telecommunications car-
rier, including but not limited to per-
sonal expenses for housing, such as
rent or mortgages, vehicles for per-
sonal use and personal travel, includ-
ing transportation, lodging and meals;

(2) Gifts to employees; childcare;
housing allowances or other forms of
mortgage or rent assistance for em-
ployees except that a reasonable
amount of assistance shall be allowed
for work-related temporary or seasonal
lodging; cafeterias and dining facili-
ties; food and beverage except that a
reasonable amount shall be allowed for
work-related travel; entertainment;

(3) Expenses associated with: Tan-
gible property not logically related or
necessary to the offering of voice or
broadband services; corporate aircraft,
watercraft, and other motor vehicles
designed for off-road use except insofar
as necessary or reasonable to access
portions of the study area not readily
accessible by motor vehicles travelling
on roads; tangible property used for en-
tertainment purposes; consumer elec-
tronics used for personal use; kitchen
appliances except as part of work-re-
lated temporary or seasonal lodging as-
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sistance; artwork and other objects
which possess aesthetic value;

(4) Political contributions; charitable
donations; scholarships; membership
fees and dues in clubs and organiza-
tions; sponsorships of conferences or
community events; nonproduct-related
corporate image advertising; and

(5) Penalties or fines for statutory or
regulatory violations; penalties or fees
for any late payments on debt, loans,
or other payments.

[76 FR 73869, Nov. 29, 2011, as amended at 83
FR 18964, May 1, 2018]

§54.8 Prohibition on participation:
suspension and debarment.

(a) Definitions—(1) Activities associ-
ated with or related to the schools and
libraries support mechanism, the high-
cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism.
Such matters include the receipt of
funds or discounted services through
one or more of these support mecha-
nisms, or consulting with, assisting, or
advising applicants or service providers
regarding one or more of these support
mechanisms.

(2) Civil liability. The disposition of a
civil action by any court of competent
jurisdiction, whether entered by ver-
dict, decision, settlement with admis-
sion of liability, stipulation, or other-
wise creating a civil liability for the
wrongful acts complained of, or a final
determination of liability under the
Program Fraud Civil Remedies Act of
1988 (31 U.S.C. 3801-12).

(38) Consultant. A person that for con-
sideration advises or consults a person
regarding the schools and libraries sup-
port mechanism, but who is not em-
ployed by the person receiving the ad-
vice or consultation.

(4) Conviction. A judgment or convic-
tion of a criminal offense by any court
of competent jurisdiction, whether en-
tered by verdict or a plea, including a
plea of nolo contendere.

() Debarment. Any action taken by
the Commission in accordance with
these regulations to exclude a person
from activities associated with or re-
lating to the schools and libraries sup-
port mechanism, the high-cost support
mechanism, the rural health care sup-
port mechanism, and the low-income
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support mechanism. A person soO ex-
cluded is ‘‘debarred.”

(6) Person. Any individual, group of
individuals, corporation, partnership,
association, unit of government or

legal entity, however organized.

(7) Suspension. An action taken by
the Commission in accordance with
these regulations that immediately ex-
cludes a person from activities associ-
ated with or relating to the schools and
libraries support mechanism, the high-
cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism for
a temporary period, pending comple-
tion of the debarment proceedings. A
person so excluded is ‘‘suspended.”

(b) Suspension and debarment in gen-
eral. The Commission shall suspend and
debar a person for any of the causes in
paragraph (c) of this section using pro-
cedures established in this section, ab-
sent extraordinary circumstances.

(c) Causes for suspension and debar-
ment. Causes for suspension and debar-
ment are conviction of or civil judg-
ment for attempt or commission of
criminal fraud, theft, embezzlement,
forgery, bribery, falsification or de-
struction of records, making false
statements, receiving stolen property,
making false claims, obstruction of
justice and other fraud or criminal of-
fense arising out of activities associ-
ated with or related to the schools and
libraries support mechanism, the high-
cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism.

(d) Effect of suspension and debar-
ment. Unless otherwise ordered, any
persons suspended or debarred shall be
excluded from activities associated
with or related to the schools and li-
braries support mechanism, the high-
cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism.
Suspension and debarment of a person
other than an individual constitutes
suspension and debarment of all divi-
sions and/or other organizational ele-
ments from participation in the pro-
gram for the suspension and debarment
period, unless the notice of suspension
and proposed debarment is limited by
its terms to one or more specifically
identified individuals, divisions, or
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other organizational elements or to
specific types of transactions.

(e) Procedures for suspension and de-
barment. The suspension and debarment
process shall proceed as follows:

(1) Upon evidence that there exists
cause for suspension and debarment,
the Commission shall provide prompt
notice of suspension and proposed de-
barment to the person. Suspension
shall be effective upon the earlier of re-
ceipt of notification or publication in
the FEDERAL REGISTER.

(2) The notice shall:

(i) Give the reasons for the proposed
debarment in terms sufficient to put a
person on notice of the conduct or
transaction(s) upon which it is based
and the cause relied upon, namely, the
entry of a criminal conviction or civil
judgment arising out of activities asso-
ciated with or related to the schools
and libraries support mechanism, the
high-cost support mechanism, the rural
health care support mechanism, and
the low-income support mechanism;

(ii) Explain the applicable debarment
procedures;

(iii) Describe the effect of debarment.

(3) A person subject to proposed de-
barment, or who has an existing con-
tract with a person subject to proposed
debarment or intends to contract with
such a person to provide or receive
services in matters arising out of ac-
tivities associated with or related to
the schools and libraries support mech-
anism, the high-cost support mecha-
nism, the rural health care support
mechanism, and the low-income sup-
port mechanism may contest debar-
ment or the scope of the proposed de-
barment. A person contesting debar-
ment or the scope of proposed debar-
ment must file arguments and any rel-
evant documentation within thirty (30)
calendar days of receipt of notice or
publication in the FEDERAL REGISTER,
whichever is earlier.

(4) A person subject to proposed de-
barment, or who has an existing con-
tract with a person subject to proposed
debarment or intends to contract with
such a person to provide or receive
services in matters arising out of ac-
tivities associated with or related to
the schools and libraries support mech-
anism, the high-cost support mecha-
nism, the rural health care support
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mechanism, and the low-income sup-
port mechanism may also contest sus-
pension or the scope of suspension, but
such action will not ordinarily be
granted. A person contesting suspen-
sion or the scope of suspension must
file arguments and any relevant docu-
mentation within thirty (30) calendar
days of receipt of notice or publication
in the FEDERAL REGISTER, whichever is
earlier.

(5) Within ninety (90) days of receipt
of any information submitted by the
respondent, the Commission, in the ab-
sence of extraordinary circumstances,
shall provide the respondent prompt
notice of the decision to debar. Debar-
ment shall be effective upon the earlier
of receipt of notice or publication in
the FEDERAL REGISTER.

(f) Reversal or limitation of suspension
or debarment. The Commission may re-
verse a suspension or debarment, or
limit the scope or period of suspension
or debarment, upon a finding of ex-
traordinary circumstances, after due
consideration following the filing of a
petition by an interested party or upon
motion by the Commission. Reversal of
the conviction or civil judgment upon
which the suspension and debarment
was based is an example of extraor-
dinary circumstances.

(g) Time period for debarment. A
debarred person shall be prohibited
from involvement with the schools and
libraries support mechanism for three
(3) years from the date of debarment.
The Commission may, if necessary to
protect the public interest, set a longer
period of debarment or extend the ex-
isting period of debarment. If multiple
convictions or judgments have been
rendered, the Commission shall deter-
mine based on the facts before it
whether debarments shall run concur-
rently or consecutively.

[68 FR 36943, June 20, 2003. Redesignated and
amended at 72 FR 54218, Sept. 24, 2007]

§54.9 Prohibition on use of funds.

(a) USF support restriction No uni-
versal service support may be used to
purchase, obtain, maintain, improve,
modify, or otherwise support any
equipment or services produced or pro-
vided by any company posing a na-
tional security threat to the integrity
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of communications networks or the
communications supply chain.

(b) Designation of Entities Subject to
Prohibition. (1) When the Public Safety
and Homeland Security Bureau
(PSHSB) determines, either sua sponte
or in response to a petition from an
outside party, that a company poses a
national security threat to the integ-
rity of communications networks or
the communications supply chain,
PSHSB shall issue a public notice ad-
vising that such designation has been
proposed as well as the basis for such
designation.

(2) Upon issuance of such notice, in-
terested parties may file comments re-
sponding to the initial designation, in-
cluding proffering an opposition to the
initial designation. If the initial des-
ignation is unopposed, the entity shall
be deemed to pose a national security
threat 31 days after the issuance of the
notice. If any party opposes the initial
designation, the designation shall take
effect only if PSHSB determines that
the affected entity should nevertheless
be designated as a national security
threat to the integrity of communica-
tions networks or the communications
supply chain. In either case, PSHSB
shall issue a second public notice an-
nouncing its final designation and the
effective date of its final designation.
PSHSB shall make a final designation
no later than 120 days after release of
its initial determination notice.
PSHSB may, however, extend such 120-
day deadline for good cause.

(3) PSHSB will act to reverse its des-
ignation upon a finding that an entity
is no longer a threat to the integrity of
communications networks or the com-
munications supply chain. A des-
ignated company, or any other inter-
ested party, may submit a petition
asking PSHSB to remove a designa-
tion. PSHSB shall seek the input of Ex-
ecutive Branch agencies and the public
upon receipt of such a petition. If the
record shows that a designated com-
pany is no longer a national security
threat, PSHSB shall promptly issue an
order reversing its designation of that
company. PSHSB may dismiss repet-
itive or frivolous petitions for reversal
of a designation without notice and
comment. If PSHSB reverses its des-
ignation, PSHSB shall issue an order
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