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Subpart D—Universal Service Support for High Cost Areas
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854.301 Local switching support.

(a) Calculation of local switching support. (1) Beginning January 1, 1998 and ending December 31,
2011, an incumbent local exchange carrier that has been designated an eligible telecommunications
carrier and that serves a study area with 50,000 or fewer access lines shall receive support for local
switching costs using the following formula: The carrier's projected annual unseparated local switching
revenue requirement, calculated pursuant to paragraph (d) of this section, shall be multiplied by the local
switching support factor. Beginning January 1, 2012 and ending June 30, 2012, a rate-of-return carrier, as
that term is defined in 854.5 of this chapter, that is an incumbent local exchange carrier that has been
designated an eligible telecommunications carrier and that serves a study area with 50,000 or fewer
access lines and is not affiliated with a price cap carrier, as that term is defined in §61.3(aa) of this
chapter, shall receive support for local switching costs frozen at the same support level received for
calendar year 2011, subject to true-up. For purposes of this section, local switching costs shall be defined
as Category 3 local switching costs under part 36 of this chapter. Beginning January 1, 2012, no carrier
that is a price cap carrier, as that term is defined in §61.3(aa) of this chapter, or a rate-of-return carrier, as
that term is defined in 854.5 of this chapter, that is affiliated with a price cap carrier, shall receive local
switching support. Beginning July 1, 2012, no carrier shall receive local switching support.

(2) Local switching support factor. (i) The local switching support factor shall be defined as the
difference between the 1996 weighted interstate DEM factor, calculated pursuant to 836.125(f) of this
chapter, and the 1996 unweighted interstate DEM factor.

(ii) If the number of a study area's access lines increases such that, under 836.125(f) of this chapter,
the weighted interstate DEM factor for 1997 or any successive year would be reduced, that lowered
weighted interstate DEM factor shall be applied to the study area's 1996 unweighted interstate DEM
factor to derive a new local switching support factor. If the number of a study area's access lines
decreases or has decreased such that, under §36.125(f) of this chapter, the weighted interstate DEM
factor for 2010 or any successive year would be raised, that higher weighted interstate DEM factor shall
be applied to the study area's 1996 unweighted interstate DEM factor to derive a new local switching
support factor.

(3) Beginning January 1, 1998, the sum of the unweighted interstate DEM factor, as defined in
§36.125(a)(5) of this chapter, and the local switching support factor shall not exceed 0.85. If the sum of
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those two factors would exceed 0.85, the local switching support factor shall be reduced to a level that
would reduce the sum of the factors to 0.85.

(b) Submission of data to the Administrator. Until October 1, 2011, each incumbent local exchange
carrier that has been designated an eligible telecommunications carrier and that serves a study area with
50,000 or fewer access lines shall, for each study area, provide the Administrator with the projected total
unseparated dollar amount assigned to each account listed below for the calendar year following each
filing. This information must be provided to the Administrator no later than October 1 of each year. The
Administrator shall use this information to calculate the projected annual unseparated local switching
revenue requirement pursuant to paragraph (d) of this section.

Telecommunications Plant in Service (TPIS) Account 2001
Telecommunications Plant—Other Accounts 2002, 2003, 2005
General Support Assets Account 2110
Central Office Assets Accounts 2210, 2220, 2230
Central Office-switching, Category 3 (local switching) Account 2210, Category 3
Information Origination/termination Assets Account 2310
Cable and Wire Facilities Assets Account 2410
Amortizable Tangible Assets Account 2680
Intangibles Account 2690
Il
Rural Telephone Bank (RTB) Stock Included in Account 1410
Materials and Supplies Account 1220.1
Cash Working Capital Defined in 47 CFR 65.820(d)
[l
Accumulated Depreciation Account 3100
Accumulated Amortization Included in Accounts 2005, 2680,
2690, 3410
Net Deferred Operating Income Taxes Accounts 4100, 4340
Network Support Expenses Account 6110
General Support Expenses Account 6120
Central Office Switching, Operator Systems, and Central Office Accounts 6210, 6220, 6230
Transmission Expenses
Information Origination/Termination Expenses Account 6310
Cable and Wire Facilities Expenses Account 6410
Other Property, Plant and Equipment Expenses Account 6510
Network Operations Expenses Account 6530
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Access Expense Account 6540
Depreciation and Amortization Expense Account 6560

Marketing Expense Account 6610

Services Expense Account 6620

Corporate Operations Expense Account 6720

Operating Taxes Accounts 7230, 7240
Federal Investment Tax Credits Account 7210

Provision for Deferred Operating Income Taxes-Net Account 7250

Allowance for Funds Used During Construction Included in Account 7300
Charitable Contributions Included in Account 7300
Interest and Related Items Account 7500

\Y

Other Non-Current Assets Included in Account 1410
Deferred Maintenance and Retirements Included in Account 1438
Deferred Charges Included in Account 1438
Other Jurisdictional Assets and Liabilities Accounts 1500, 4370
Customers' Deposits Account 4040

Other Long-Term Liabilities Included in Account 4300

(c) Allocation of accounts to switching. The Administrator shall allocate to local switching, the
accounts reported pursuant to paragraph (b) of this section as prescribed in this paragraph.

(1) General Support Assets (Account 2110); Amortizable Tangible Assets (Account 2680);
Intangibles (Account 2690); and General Support Expenses (Account 6120) shall be allocated according
to the following factor:

Account 2210 Category+3 (Account 2210 + Account 2220 + Account 2230 + Account 2310 + Account 2410).

(2) Telecommunications Plant—Other (Accounts 2002, 2003, 2005); Rural Telephone Bank (RTB)
Stock (included in Account 1410); Materials and Supplies (Account 1220.1); Cash Working Capital (Sec.
65.820(d) of this chapter); Accumulated Amortization (Included in Accounts 2005, 2680, 2690, 3410); Net
Deferred Operating Income Taxes (Accounts 4100, 4340); Network Support Expenses (Account 6110);
Other Property, Plant and Equipment Expenses (Account 6510); Network Operations Expenses (Account
6530); Marketing Expense (Account 6610); Services Expense (Account 6620); Operating Taxes
(Accounts 7230, 7240); Federal Investment Tax Credits (Accounts 7210); Provision for Deferred
Operating Income Taxes—Net (Account 7250); Interest and Related Items (Account 7500); Allowance for
Funds Used During Construction (Included in Account 7300); Charitable Contributions (included in
Account 7300); Other Non-current Assets (Included in Account 1410); Other Jurisdictional Assets and
Liabilities (Accounts 1500, 4370); Customer Deposits (Account 4040); Other Long-term Liabilities
(Included in Account 4300); and Deferred Maintenance and Retirements (Included in Account 1438) shall
be allocated according to the following factor:

Account 2210 Category 3 Account 2001.
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(3) Accumulated Depreciation for Central Office—switching (Account 3100 associated with Account
2210) and Depreciation and Amortization Expense for Central Office—switching (Account 6560
associated with Account 2210) shall be allocated according to the following factor:

Account 2210 Category 3+Account 2210.

(4) Accumulated Depreciation for General Support Assets (Account 3100 associated with Account
2110) and Depreciation and Amortization Expense for General Support Assets (Account 6560 associated
with Account 2110) shall be allocated according to the following factor:

Account 2210 Category 3 + Account 2001.

(5) Corporate Operations Expenses (Account 6720) shall be allocated according to the following
factor:

[[Account 2210 Category 3 (Account 2210 + Account 2220 + Account 2230)]] x (Account 6210 + Account 6220 +
Account 6230)] + [(Account 6530 + Account 6610 + Account 6620) x (Account 2210 Category 3 Account
2001)] (Account 6210 + Account 6220 + Account 6230 + Account 6310 + Account 6410 + Account 6530
+ Account 6610 + Account 6620).

(6) Central Office Switching, Operator Systems, and Central Office Transmission Expenses
(Account 6210, Account 6220, Account 6230) shall be allocated according to the following factor:

Account 2210 Category 3 + (Accounts 2210 + 2220 + 2230).

(d) Calculation of the projected annual unseparated local switching revenue requirement. The
Administrator shall calculate the projected annual unseparated local switching revenue requirement by
summing the components listed in this paragraph.

(1) Return on Investment attributable to COE Category 3 shall be obtained by multiplying the
average projected unseparated local switching net investment by the authorized interstate rate of return.
Projected unseparated local switching net investment shall be calculated as of each December 31 by
deducting the accumulated reserves, deferrals and customer deposits attributable to the COE Category 3
investment from the gross investment attributable to COE Category 3. The average projected
unseparated local switching net investment shall be calculated by summing the projected unseparated
local switching net investment as of December 31 of the calendar year following the filing year and such
investment as of December 31 of the filing year and dividing by 2.

(2) Depreciation expense attributable to COE Category 3 investment, allocated pursuant to
paragraph (c) of this section.

(3) All expenses, excluding depreciation expense, collected in paragraph (b) of this section,
allocated pursuant to paragraph (c) of this section.

(4) Federal income tax attributable to COE Category 3 shall be calculated using the following
formula; the accounts listed shall be allocated pursuant to paragraph (c) of this section:

[Return on Investment attributable to COE Category 3—Included in Account 7300—Account 7500-Account 7210)] x
[Federal Income Tax Rate (1—Federal Income Tax Rate)].

(e) True-up adjustment—(1) Submission of true-up data. Until December 31, 2012, each incumbent
local exchange carrier that has been designated an eligible telecommunications carrier and that serves a
study area with 50,000 or fewer access lines shall, for each study area, provide the Administrator with the
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historical total unseparated dollar amount assigned to each account listed in paragraph (b) of this section
for each calendar year no later than 12 months after the end of such calendar year

(2) Calculation of true-up adjustment. (i) The Administrator shall calculate the historical annual
unseparated local switching revenue requirement for each carrier when historical data for each calendar
year are submitted.

(i) The Administrator shall calculate each carrier's local switching support payment, calculated
pursuant to 54.301(a), using its historical annual unseparated local switching revenue requirement.

(ii) For each carrier receiving local switching support, the Administrator shall calculate the difference
between the support payment calculated pursuant to paragraph (e)(2)(ii) of this section and its support
payment calculated using its projected annual unseparated local switching revenue requirement.

(iv) The Administrator shall adjust each carrier's local switching support payment by the difference
calculated in paragraph (e)(2)(iii) of this section no later than 15 months after the end of the calendar year
for which historical data are submitted.

[63 FR 2126, Jan. 13, 1998; 63 FR 33585, June 19, 1998, as amended at 67 FR 13226, Mar. 21, 2002; 67 FR 5701,
Feb. 6, 2002; 75 FR 17874, Apr. 8, 2010; 76 FR 73870, Nov. 29, 2011; 77 FR 14302, Mar. 9, 2012]

854.302 Monthly per-line limit on universal service support.

(a) Beginning July 1, 2012 and until June 30, 2013, each study area's universal service monthly
support (not including Connect America Fund support provided pursuant to 854.304) on a per-line basis
shall not exceed $250 per-line plus two-thirds of the difference between its uncapped per-line monthly
support and $250. Beginning July 1, 2013 and until June 30, 2014, each study area's universal service
monthly support on a per-line basis shall not exceed $250 per-line plus one third of the difference
between its uncapped per-line monthly support and $250. Beginning July 1, 2014, each study area's
universal service monthly per-line support shall not exceed $250.

(b) For purposes of this section, universal service support is defined as the sum of the amounts
calculated pursuant to §854.1304 and 54.1310, and §854.305, and 54.901 through 54.904. Line counts
for purposes of this section shall be as of the most recent line counts reported pursuant to 854.1306(i).

(c) The Administrator, in order to limit support to $250 for affected carriers, shall reduce safety net
additive support, high-cost loop support, safety valve support, and interstate common line support in
proportion to the relative amounts of each support the study area would receive absent such limitation.

[76 FR 73870, Nov. 29, 2011, as amended at 79 FR 39188, July 9, 2014]

8§54.304 Administration of Connect America Fund Intercarrier Compensation Replacement.

(a) The Administrator shall administer CAF ICC support pursuant to 851.915 and §51.917 of this
chapter.

(b) The funding period is the period beginning July 1 through June 30 of the following year.
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(c) For price cap carriers that are eligible and elect, pursuant to §51.915(f) of this chapter, to receive
CAF ICC support, the following provisions govern the filing of data with the Administrator, the
Commission, and the relevant state commissions and the payment by the Administrator to those carriers
of CAF ICC support amounts that the carrier is eligible to receive pursuant to 851.915 of this chapter.

(1) A Price Cap Carrier seeking CAF ICC support pursuant to 851.915 of this chapter shall file data
with the Administrator, the Commission, and the relevant state commissions no later than June 30, 2012,
for the first year, and on the date it files its annual access tariff filing with the Commission, in subsequent
years, establishing the amount of the Price Cap Carrier's eligible CAF ICC funding during the upcoming
funding period pursuant to 851.915 of this chapter. The amount shall include any true-ups, pursuant to
851.915 of this chapter, associated with an earlier funding period.

(2) The Administrator shall monthly pay each price cap carrier one-twelfth (1/12) of the amount the
carrier is eligible to receive during that funding period.

(d) For rate-of-return carriers that are eligible and elect, pursuant to 851.917(f) of this chapter, to
receive CAF ICC support, the following provisions govern the filing of data with the Administrator, the
Commission, and the relevant state commissions and the payment by the Administrator to those carriers
of CAF ICC support amounts that the rate-of-return carrier is eligible to receive pursuant to 851.917 of
this chapter.

(1) A Rate-of-Return Carrier seeking CAF ICC support shall file data with the Administrator, the
Commission, and the relevant state commissions no later than June 30, 2012, for the first year, and on
the date it files its annual access tariff filing with the Commission, in subsequent years, establishing the
Rate-of-Return Carrier's projected eligibility for CAF ICC funding during the upcoming funding period
pursuant to 851.917 of this chapter. The projected amount shall include any true-ups, pursuant to
851.917 of this chapter, associated with an earlier funding period.

(2) The Administrator shall monthly pay each rate-of-return carrier one-twelfth (1/12) of the amount
the carrier is to be eligible to receive during that funding period.

[76 FR 73871, Nov. 29, 2011, as amended at 78 FR 26268, May 6, 2013]

854.305 Sale or transfer of exchanges.

(a) The provisions of this section are not applicable to the sale or transfer of exchanges between
non-rural carriers after the complete phase-down of interim hold-harmless support, pursuant to 854.311,
for the non-rural carriers subject to the transaction. After December 31, 2011, the provisions of this
section shall not be used to determine support for any price cap incumbent local exchange carrier or a
rate-of-return carrier, as that term is defined in 854.5 that is affiliated with a price cap incumbent local
exchange carrier.

(b) Beginning January 1, 2012, any carrier subject to the provisions of this paragraph shall receive
support pursuant to this paragraph or support based on the actual costs of the acquired exchanges,
whichever is less. Except as provided in paragraph (c) of this section, a carrier that acquires telephone
exchanges from an unaffiliated carrier shall receive universal service support for the acquired exchanges
at the same per-line support levels for which those exchanges were eligible prior to the transfer of the
exchanges. If the acquired exchanges are incorporated into an existing rural incumbent local exchange
carrier study area, the rural incumbent local exchange carrier shall maintain the costs associated with the
acquired exchanges separate from the costs associated with its pre-acquisition study area. The
transferred exchanges may be eligible for safety valve support for loop related costs pursuant to
paragraph (d) of this section.
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(c) A carrier that has entered into a binding agreement to buy or acquire exchanges from an
unaffiliated carrier prior to May 7, 1997 will receive universal service support for the newly acquired lines
based upon the average cost of all of its lines, both those newly acquired and those it had prior to
execution of the sales agreement.

(d) Transferred exchanges in study areas operated by rural telephone companies that are subject to
the limitations on loop-related universal service support in paragraph (b) of this section may be eligible for
a safety valve loop cost expense adjustment based on the difference between the rural incumbent local
exchange carrier's index year expense adjustment and subsequent year loop cost expense adjustments
for the acquired exchanges. Safety valve loop cost expense adjustments shall only be available to rural
incumbent local exchange carriers that, in the absence of restrictions on high-cost loop support in
paragraph (b) of this section, would qualify for high-cost loop support for the acquired exchanges under
§54.1310.

(1) For carriers that buy or acquire telephone exchanges on or after January 10, 2005, from an
unaffiliated carrier, the index year expense adjustment for the acquiring carrier's first year of operation
shall equal the selling carrier's loop-related expense adjustment for the transferred exchanges for the 12-
month period prior to the transfer of the exchanges. At the acquiring carrier's option, the first year of
operation for the transferred exchanges, for purposes of calculating safety valve support, shall commence
at the beginning of either the first calendar year or the next calendar quarter following the transfer of
exchanges. For the first year of operation, a loop cost expense adjustment, using the costs of the
acquired exchanges submitted in accordance with §854.1305 and 54.1306, shall be calculated pursuant
to 854.1310 and then compared to the index year expense adjustment. Safety valve support for the first
period of operation will then be calculated pursuant to paragraph (d)(3) of this section. The index year
expense adjustment for years after the first year of operation shall be determined using cost data for the
first year of operation of the transferred exchanges. Such cost data for the first year of operation shall be
calculated in accordance with 8854.1305, 54.1306, and 54.1310. For each year, ending on the same
calendar quarter as the first year of operation, a loop cost expense adjustment, using the loop costs of the
acquired exchanges, shall be submitted and calculated pursuant to §§54.1305, 54.1306, and 54.1310
and will be compared to the index year expense adjustment. Safety valve support for the second year of
operation and thereafter will then be calculated pursuant to paragraph (d)(3) of this section.

(2) For carriers that bought or acquired exchanges from an unaffiliated carrier before January 10,
2005, and are not subject to the exception in paragraph (c) of this section, the index year expense
adjustment for acquired exchange(s) shall be equal to the rural incumbent local exchange carrier's high-
cost loop expense adjustment for the acquired exchanges calculated for the carrier's first year of
operation of the acquired exchange(s). At the carrier's option, the first year of operation of the transferred
exchanges shall commence at the beginning of either the first calendar year or the next calendar quarter
following the transfer of exchanges. The index year expense adjustment shall be determined using cost
data for the acquired exchange(s) submitted in accordance with 8854.1305 and 54.1306 and shall be
calculated in accordance with 854.1310. The index year expense adjustment for rural telephone
companies that have operated exchanges subject to this section for more than a full year on August 8,
2014 shall be based on loop cost data submitted in accordance with §54.1306 for the year ending on the
nearest calendar quarter following August 8, 2014. For each subsequent year, ending on the same
calendar quarter as the index year, a loop cost expense adjustment, using the costs of the acquired
exchanges, will be calculated pursuant to 854.1310 and will be compared to the index year expense
adjustment. Safety valve support is calculated pursuant to paragraph (d)(3) of this section.

(3) Up to fifty (50) percent of any positive difference between the transferred exchanges loop cost
expense adjustment and the index year expense adjustment will be designated as the transferred
exchange's safety valve loop cost expense adjustment and will be available in addition to the per-line
loop-related support transferred from the selling carrier to the acquiring carrier pursuant to paragraph (b)
of this section. In no event shall a study area's safety valve loop cost expense adjustment exceed the
difference between the carrier's study area loop cost expense adjustment calculated pursuant to
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§54.1310 and transferred support amounts available to the acquired exchange(s) under paragraph (b) of
this section. Safety valve support shall not transfer with acquired exchanges.

(e) The sum of the safety valve loop cost expense adjustment for all eligible study areas operated by
rural telephone companies shall not exceed five (5) percent of the total rural incumbent local exchange
carrier portion of the annual nationwide loop cost expense adjustment calculated pursuant to §54.1302.
The five (5) percent cap on the safety valve mechanism shall be based on the lesser of the rural
incumbent local exchange carrier portion of the annual nationwide loop cost expense adjustment
calculated pursuant to §54.1302 or the sum of rural incumbent local exchange carrier expense
adjustments calculated pursuant to 854.1310. The percentage multiplier used to derive study area safety
valve loop cost expense adjustments for rural telephone companies shall be the lesser of fifty (50)
percent or a percentage calculated to produce the maximum total safety valve loop cost expense
adjustment for all eligible study areas pursuant to this paragraph. The safety valve loop cost expense
adjustment of an individual rural incumbent local exchange carrier also may be further reduced as
described in paragraph (d)(3) of this section.

(f) Once an acquisition is complete, the acquiring rural incumbent local exchange carrier shall
provide written notice to the Administrator that it has acquired access lines that may be eligible for safety
valve support. Rural telephone companies also shall provide written notice to the Administrator defining
their index year for those years after the first year of operation for purposes of calculating the safety valve
loop cost expense adjustment.

[70 FR 10060, Mar. 2, 2005, as amended at 76 FR 73871, Nov. 29, 2011; 79 FR 39188, July 9, 2014]

854.307 Support to a competitive eligible telecommunications carrier.

(a) Calculation of support. A competitive eligible telecommunications carrier shall receive universal
service support to the extent that the competitive eligible telecommunications carrier captures the
subscriber lines of an incumbent local exchange carrier (LEC) or serves new subscriber lines in the
incumbent LEC's service area.

(1) A competitive eligible telecommunications carrier serving loops in the service area of a rural
incumbent local exchange carrier, as that term is defined in 854.5 of this chapter, shall receive support for
each line it serves in a particular service area based on the support the incumbent LEC would receive for
each such line, disaggregated by cost zone if disaggregation zones have been established within the
service area pursuant to 854.315 of this subpart. A competitive eligible telecommunications carrier
serving loops in the service area of a non-rural incumbent local exchange carrier shall receive support for
each line it serves in a particular wire center based on the support the incumbent LEC would receive for
each such line. A competitive eligible telecommunications carrier serving loops in the service area of a
rate-of-return carrier shall be eligible to receive Interstate Common Line Support for each line it serves in
the service area in accordance with the formula in §54.901.

(2) A competitive eligible telecommunications carrier that uses switching purchased as unbundled
network elements pursuant to 851.307 of this chapter to provide the supported services shall receive the
lesser of the unbundled network element price for switching or the per-line DEM support of the incumbent
LEC, if any. A competitive eligible telecommunications carrier that uses loops purchased as unbundled
network elements pursuant to 851.307 of this chapter to provide the supported services shall receive the
lesser of the unbundled network element price for the loop or the incumbent LEC's per-line payment from
the high-cost loop support, LTS, and Interstate Common Line Support mechanisms, if any. The
incumbent LEC providing nondiscriminatory access to unbundled network elements to such competitive
eligible telecommunications carrier shall receive the difference between the level of universal service
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support provided to the competitive eligible telecommunications carrier and the per-customer level of
support that the incumbent LEC would have received.

(3) A competitive eligible telecommunications carrier that provides the supported services using
neither unbundled network elements purchased pursuant to §51.307 of this chapter nor wholesale service
purchased pursuant to section 251(c)(4) of the Act will receive the full amount of universal service support
that the incumbent LEC would have received for that customer.

(b) In order to receive support pursuant to this subpart, a competitive eligible telecommunications
carrier must report to the Administrator the number of working loops it serves in a service area pursuant
to the schedule set forth in paragraph (c) of this section. For a competitive eligible telecommunications
carrier serving loops in the service area of a rural incumbent local exchange carrier, as that term is
defined in §854.5, the carrier must report, by customer class, the number of working loops it serves in the
service area, disaggregated by cost zone if disaggregation zones have been established within the
service area pursuant to §54.315. For a competitive eligible telecommunications carrier serving loops in
the service area of a non-rural telephone company, the carrier must report the number of working loops it
serves in the service area, by customer class if the non-rural telephone company receives Interstate
Common Line Support pursuant to 8§54.901 and by disaggregation zone if disaggregation zones have
been established within the service area pursuant to 854.315 of this subpart, and the number of working
loops it serves in each wire center in the service area. For universal service support purposes, working
loops are defined as the number of working Exchange Line C&WF loops used jointly for exchange and
message telecommunications service, including C&WF subscriber lines associated with pay telephones in
C&WF Category 1, but excluding WATS closed end access and TWX service. Competitive eligible
telecommunications carriers providing mobile wireless service in an incumbent LEC's service area shall
use the customer's billing address for purposes of identifying the service location of a mobile wireless
customer in a service area.

(c) A competitive eligible telecommunications carrier must submit the data required pursuant to
paragraph (b) of this section according to the schedule.

(1) No later than July 31st of each year, submit data as of December 31st of the previous calendar
year;

(2) No later than September 30th of each year, submit data as of March 31st of the existing calendar
year;

(3) No later than December 30th of each year, submit data as of June 30th of the existing calendar
year;

(4) No later than March 30th of each year, submit data as of September 30th of the previous
calendar year.

(d) Newly designated eligible telecommunications carriers. Notwithstanding the deadlines in
paragraph (c) of this section, a carrier shall be eligible to receive support as of the effective date of its
designation as an eligible telecommunications carrier under section 214(e)(2) or (e)(6), provided that it
submits the data required pursuant to paragraph (b) of this section within 60 days of that effective date.
Thereafter, the eligible telecommunications carrier must submit the data required in paragraph (b) of this
section pursuant to the schedule in paragraph (c) of this section.

(e) Support Beginning January 1, 2012. Competitive eligible telecommunications carriers will,
beginning January 1, 2012, receive support based on the methodology described in this paragraph and
not based on paragraph (a) of this section.
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(1) Baseline Support Amount. Each competitive eligible telecommunication carrier will have a
“baseline support amount” equal to its total 2011 support in a given study area, or an amount equal to
$3,000 times the number of reported lines for 2011, whichever is lower. Each competitive eligible
telecommunications carrier will have a “monthly baseline support amount” equal to its baseline support
amount divided by twelve.

(i) “Total 2011 support” is the amount of support disbursed to a competitive eligible
telecommunication carrier for 2011, without regard to prior period adjustments related to years other than
2011 and as determined by the Administrator on January 31, 2012.

(i) For the purpose of calculating the $3,000 per line limit, the average of lines reported by a
competitive eligible telecommunication carrier pursuant to line count filings required for December 31,
2010, and December 31, 2011 shall be used. The $3,000 per line limit shall be applied to support
amounts determined for each incumbent study area served by the competitive eligible
telecommunications carrier.

(2) Monthly Support Amounts. Competitive eligible telecommunications carriers shall receive the
following support amounts, except as provided in paragraphs (e)(3) through (e)(6) of this section.

(i) From January 1, 2012, to June 30, 2012, each competitive eligible telecommunications carrier
shall receive its monthly baseline support amount each month.

(i) From July 1, 2012 to June 30, 2013, each competitive eligible telecommunications carrier shall
receive 80 percent of its monthly baseline support amount each month.

(iii) From July 1, 2013, to June 30, 2014, each competitive eligible telecommunications carrier shall
receive 60 percent of its monthly baseline support amount each month.

(iv) From July 1, 2014, to June 30, 2015, each competitive eligible telecommunications carrier shall
receive 40 percent of its monthly baseline support amount each month.

(v) From July 1, 2015, to June 30, 2016, each competitive eligible telecommunications carrier shall
receive 20 percent of its monthly baseline support amount each month.

(vi) Beginning July 1, 2016, no competitive eligible telecommunications carrier shall receive
universal service support pursuant to this section.

(3) Delayed Phase Down for Remote Areas in Alaska. Certain competitive eligible
telecommunications carriers serving remote areas in Alaska shall have their support phased down on a
later schedule than that described in paragraph (e)(2) of this section.

(i) Remote Areas in Alaska. For the purpose of this paragraph, “remote areas in Alaska” includes all
of Alaska except;

(A) The ACS-Anchorage incumbent study area;
(B) The ACS-Juneau incumbent study area;
(C) The fairbankszonel disaggregation zone in the ACS-Fairbanks incumbent study area; and

(D) The Chugiak 1 and 2 and Eagle River 1 and 2 disaggregation zones of the Matunuska
Telephone Association incumbent study area.
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(i) Carriers Subject to Delayed Phase Down. A competitive eligible telecommunications carrier shall
be subject to the delayed phase down described in paragraph (e)(3) of this section to the extent that it
serves remote areas in Alaska, and it certified that it served covered locations in its September 30, 2011,
filing of line counts with the Administrator. To the extent a competitive eligible telecommunications carrier
serving Alaska is not subject to the delayed phase down, it will be subject to the phase down of support
on the schedule described in paragraph (e)(2) of this section.

(iii) Baseline for Delayed Phase Down. For purpose of the delayed phase down for remote areas in
Alaska, the baseline amount for each competitive eligible telecommunications carrier subject to the
delayed phase down shall be the annualized monthly support amount received for June 2014 or the last
full month prior to the implementation of Mobility Fund Phase II, whichever is later.

(iv) Monthly Support Amounts. Competitive eligible telecommunications carriers subject to the
delayed phase down for remote areas in Alaska shall receive the following support amounts, except as
provided in paragraphs (e)(4) through (e)(6) of this section.

(A) From July 1, 2014 to June 30, 2015, each competitive eligible telecommunications carrier shall
receive 80 percent of its monthly baseline support amount each month.

(B) From July 1, 2015, to June 30, 2016, each competitive eligible telecommunications carrier shall
receive 60 percent of its monthly baseline support amount each month.

(C) From July 1, 2016, to June 30, 2017, each competitive eligible telecommunications carrier shall
receive 40 percent of its monthly baseline support amount each month.

(D) From July 1, 2017, to June 30, 2018, each competitive eligible telecommunications carrier shall
receive 20 percent of its monthly baseline support amount each month.

(E) Beginning July 1, 2018, no competitive eligible telecommunications carrier serving remote areas
in Alaska shall receive universal service support pursuant to this section.

(v) Interim Support for Remote Areas in Alaska. From January 1, 2012, until June 30, 2014 or the
last full month prior to the implementation of Mobility Fund Phase Il, whichever is later, competitive
eligible telecommunications carriers subject to the delayed phase down for remote areas in Alaska shall
continue to receive the support, as calculated by the Administrator, that each competitive
telecommunications carrier would have received under the frozen per-line support amount as of
December 31, 2011 capped at $3,000 per year, provided that the total amount of support for all such
competitive eligible telecommunications carriers shall be capped pursuant to paragraph (e)(3)(v)(A) of this
section.

(A) Cap Amount. The total amount of support available on an annual basis for competitive eligible
telecommunications carriers subject to the delayed phase down for remote areas in Alaska shall be equal
to the sum of “total 2011 support,” as defined in paragraph (e)(1)(i) of this section, received by all
competitive eligible telecommunications carriers subject to the delayed phase down for serving remote
areas in Alaska.

(B) Reduction Factor. To effectuate the cap, the Administrator shall apply a reduction factor as
necessary to the support that would otherwise be received by all competitive eligible telecommunications
carriers serving remote areas in Alaska subject to the delayed phase down. The reduction factor will be
calculated by dividing the total amount of support available amount by the total support amount calculated
for those carriers in the absence of the cap.
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(4) Further reductions. If a competitive eligible telecommunications carrier ceases to provide
services to high-cost areas it had previously served, the Commission may reduce its baseline support
amount.

(5) Implementation of Mobility Fund Phase Il Required. In the event that the implementation of
Mobility Fund Phase Il has not occurred by June 30, 2014, competitive eligible telecommunications
carriers will continue to receive support at the level described in paragraph (e)(2)(iii) of this section until
Mobility Fund Phase Il is implemented. In the event that Mobility Fund Phase Il for Tribal lands is not
implemented by June 30, 2014, competitive eligible telecommunications carriers serving Tribal lands shall
continue to receive support at the level described in paragraph (e)(2)(iii) of this section until Mobility Fund
Phase Il for Tribal lands is implemented, except that competitive eligible telecommunications carriers
serving remote areas in Alaska and subject to paragraph (e)(3) of this section shall continue to receive
support at the level described in paragraph (e)(3)(v) of this section.

(6) Eligibility after Implementation of Mobility Fund Phase Il. If a competitive eligible
telecommunications carrier becomes eligible to receive high-cost support pursuant to the Mobility Fund
Phase I, it will cease to be eligible for phase-down support in the first month for which it receives Mobility
Fund Phase Il support.

(7) Line Count Filings. Competitive eligible telecommunications carriers, except those subject to the
delayed phase down described in paragraph (e)(3) of this section, shall no longer be required to file line
counts beginning January 1, 2012. Competitive eligible telecommunications carriers subject to the
delayed phase down described in paragraph (e)(3) of this section shall no longer be required to file line
counts beginning July 1, 2014, or the date after the first line count filing following the implementation of
Mobility Fund Phase I, whichever is later.

[62 FR 32948, June 17, 1997, as amended at 63 FR 2128, Jan. 13, 1998; 64 FR 67431, Dec. 1, 1999; 65 FR 26516,
May 8, 2000; 66 FR 30087, June 5, 2001; 66 FR 59726, Nov. 30, 2001; 68 FR 31623, May 28, 2003; 69 FR 34602,
June 22, 2004; 70 FR 29979, May 25, 2005; 76 FR 73871, Nov. 29, 2011; 77 FR 14302, Mar. 9, 2012; 77 FR 30913,
May 24, 2012; 77 FR 52618, Aug. 30, 2012]

854.309 Connect America Fund Phase Il Public Interest Obligations.

(a) Recipients of Connect America Phase Il model-based support are required to offer broadband
service at actual speeds of at least 10 Mbps downstream/1 Mbps upstream, with latency suitable for real-
time applications, including Voice over Internet Protocol, and usage capacity that is reasonably
comparable to comparable offerings in urban areas, at rates that are reasonably comparable to rates for
comparable offerings in urban areas. For purposes of determining reasonable comparability of rates,
recipients are presumed to meet this requirement if they offer rates at or below the applicable benchmark
to be announced annually by public notice issued by the Wireline Competition Bureau, or no more than
the non-promotional prices charged for a comparable fixed wireline service in urban areas in the state or
U.S. Territory where the eligible telecommunications carrier receives support.

(b) Recipients of Connect America Phase Il model-based support, recipients of Phase Il Connect
America support awarded through a competitive bidding process, and non-contiguous price cap carriers
receiving Phase Il frozen support in lieu of model-based support are required to bid on category one
telecommunications and Internet access services in response to a posted FCC Form 470 seeking
broadband service that meets the connectivity targets for the schools and libraries universal service
support program for eligible schools and libraries (as described in 854.501) located within any area in a
census block where the carrier is receiving Phase || model-based support. Such bids must be at rates
reasonably comparable to rates charged to eligible schools and libraries in urban areas for comparable
offerings.

[80 FR 4477, Jan. 27, 2015, as amended at 80 FR 5987, Feb. 4, 2015]
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854.310 Connect America Fund for Price Cap Territories—Phase |l

(a) Geographic areas eligible for support. Connect America Phase Il support may be made available
for census blocks or other areas identified as eligible by public notice, including locations identified by the
forward-looking cost model as extremely high-cost. The number of supported locations will be identified
for each area eligible for support will be identified by public notice.

(b) Term of support. Connect America Phase || model-based support shall be provided to price cap
carriers that elect to make a state-level commitment for six years. Connect America Phase Il support
awarded through a competitive bidding process shall be provided for ten years.

(c) Deployment obligation. Recipients of Connect America Phase Il model-based support must
complete deployment to 40 percent of supported locations by December 31, 2017, to 60 percent of
supported locations by December 31, 2018, to 80 percent of supported locations by December 31, 2019,
and to 100 percent of supported locations by December 31, 2020. Compliance shall be determined based
on the total number of supported locations in a state.

(1) For purposes of meeting the obligation to deploy to the requisite number of supported locations
in a state, recipients may serve unserved locations in census blocks with costs above the extremely high-
cost threshold instead of locations in eligible census blocks, provided that they meet the public interest
obligations set forth in 854.309 for those locations and provided that the total number of locations covered
is greater than or equal to the number of supported locations in the state.

(2) Recipients of Connect America Phase Il model-based support may elect to deploy to 95 percent
of the number of supported locations in a given state with a corresponding reduction in support computed
based on the average support per location in the state times 1.89.

(d) Disbursement of Phase Il funding. An eligible telecommunications carrier will be advised by
public notice when it is authorized to receive support. The public notice will detail how disbursements will
be made.

(e) Provider eligibility. Any eligible telecommunications carrier is eligible to receive Connect America
Phase Il support in eligible areas.

(1) An entity may obtain eligible telecommunications carrier designation after public notice of
winning bidders in a competitive bidding process for the offer of Phase || Connect America support. An
applicant in the competitive bidding process shall certify that it is financially and technically qualified to
provide the services supported by Connect America Phase Il in order to receive such support.

(2) To the extent an applicant in the competitive bidding process seeks eligible telecommunications
carrier designation prior to public notice of winning bidders for Phase Il Connect America support, its
designation as an eligible telecommunications carrier may be conditional subject to the receipt of Phase II
Connect America support.

(f) Transition to model-based support. Eligible telecommunications carriers electing model-based
support in states where that support is less than their Phase | frozen support will transition to model-
based support as follows: In addition to model-based support, in the first year of Phase I, they will receive
75% of the difference between Phase | frozen support and model-based support; in the second year of
Phase I, they will receive 50% of the difference between Phase | frozen support and model-based
support; and in the third year of Phase II, they will receive 25% of the difference between Phase | frozen
support and model-based support.

[79 FR 11335, Feb. 28, 2014, as amended at 79 FR 39188, July 9, 2014; 80 FR 4477, Jan. 27, 2015]
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EFFecTIVE DATE NOTE: At 79 FR 39188, July 9, 2014, 854.310, paragraph (e)(1) was revised. 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.

854.311 A-CAM CAF Voluntary Election, Public Interest Obligations, and Support Options for
Rate-of-Return Carriers

(a) A-CAM CAF Model Voluntary Election. A rate-of-return carrier (as that term is defined in §54.5)
receiving support pursuant to 854, Subparts D, K or M and §36.605 shall have the opportunity to
voluntarily elect on a statewide basis, to receive support starting on and after the applicable date
specified in 854.311(e) pursuant instead to the A-CAM CAF cost model approved by the Commission.
The process for such voluntary election, and the terms and conditions applicable to receipt of such A-
CAM CAF model-based support, shall be as set forth in this section. Any rate-of-return carrier not
electing support pursuant to this section shall continue to receive support instead calculated pursuant to
those mechanisms specified in Commission rules for high-cost support.

(b) Intercarrier Compensation, Special Access and Common Line. Rate-of-return carriers voluntarily
electing to receive A-CAM CAF will continue to be subject to the intercarrier access charge transition per
851.909 and the switched access revenue recovery per 851.917. For special access regulation, rate-of-
return carriers voluntarily electing to receive A-CAM CAF may elect to be subject to either: (i) §61.38
through §61.40; or (b) 861.41 through 861.49. For rate-of-return carriers that operate in multiple states,
861.41 is modified to allow special access election on a state-by-state basis. For common line
regulation, rate-of-return carriers voluntarily electing to receive A-CAM CAF may elect to be subject to
either: (i) 861.38 through §61.40; or (b) 861.41 through §61.49. For those carriers that elect A-CAM CAF
and have a group of affiliated companies not choosing A-CAM CAF, those non-electing companies are
exempt from filing all studies as price caps pursuant to 861.41 through 861.49.

(c) Public Interest Obligations. Recipients of A-CAM CAF model-based support are required to offer
broadband service at actual speeds of at least 25 Mbps downstream/3 Mbps upstream for a certain
percent of locations fully-funded by the model as specified below and of at least 10 Mbps downstream/1
Mbps upstream to all other fully-funded locations, with latency suitable for real-time applications, including
Voice over Internet Protocol, and usage capacity that is reasonably comparable to comparable offerings
in urban areas, at rates that are reasonably comparable to rates for comparable offerings in urban areas.
Carriers with a statewide density of more than 10 locations per square mile shall be required to offer
broadband speeds of at least 25 Mbps downstream/3 Mbps upstream to 75% of all fully funded eligible
locations in a study area by the end of the ten-year period. Carriers with a statewide density of 10 or less
locations per square mile shall be required to offer broadband speeds of at least 25 Mbps downstream/3
Mbps upstream to 50% of all fully funded eligible locations in a study area by the end of the ten-year
period. Locations that are not fully-funded by the model remain on the reasonable request standard
specified in 854.313. Fully funded locations are those locations that received uncapped full model
support. For purposes of determining reasonable comparability of rates, recipients are presumed to meet
this requirement if they offer rates at or below the applicable benchmark to be announced annually by
public notice issued by the Wireline Competition Bureau, or if no such benchmark is published, then no
more than the non-promotional prices charged for a comparable fixed wireline service by the largest price
cap carrier in urban areas in the state or U.S. Territory where the eligible telecommunications carrier
receives support.

(d) Geographic areas eligible for support. A-CAM CAF support may be made available for census
blocks or other areas identified as eligible by public notice. The number of supported locations will be
identified for each area eligible for support by public notice. The eligible areas and number of locations
identified by the public notice shall not change during the term of support identified in §54.311(e).
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(e) Term of support. A-CAM CAF will be available to eligible electing carriers effective July 1, 2016.
A-CAM CAF model-based support shall be provided to these carriers that elect to make a state-level
commitment for a minimum of ten years. The level of support as determined in §54.311(g) will remain
constant for that period.

If a plan replacing A-CAM CAF has not been implemented by the end of the ten (10) year period,
starting as of July 1, 2026, payment of high-cost support per §54.311(g) will continue on a year-to-year
basis until a replacement support plan is implemented.

(f) Model funding. Model funding will include existing annual support amounts from High Cost Loop
Support and Interstate Common Line Support frozen at levels as of December 31, 2015 for carriers
electing model-based support and any additional support specified by the Commission.

(g) Offer of support available and deployment obligation. The tentative and final amounts of support
for carriers electing model-based support will be identified for each area eligible for support and will be
identified by public notice. The tentative and final amounts of support and build-out obligations will be
specific for each rate-of-return carrier. The public notice identifying tentative amounts of support and
build-out obligations will be released by no later than February 1, 2016. Carriers will have 60 days from
the public notice publication date to express intent to elect A-CAM CAF on a statewide basis. Within 15
days of receipt of elections from rate-of-return carriers, the Commission will issue a subsequent public
notice with eligible locations and final support and build-out obligations for those carriers expressing intent
to elect A-CAM CAF. Those rate-of-return carriers remaining interested in voluntarily electing A-CAM CAF
model-based support based upon the subsequent public notice will submit a final election within 15 days
of that subsequent public notice.

(h) Build-out Milestones. The company-specific build-out obligation, as identified by public notice
issued pursuant to §54.311(g), will be phased-in over time. Compliance shall be determined based on the
total number of fully funded eligible locations in a state. Companies that are within five percent (5%) of the
requisite number of locations for any given milestone year will be deemed to be in compliance. The
number of fully funded eligible locations that are capable of actual speeds of at least 10 Mbps
downstream/1 Mbps upstream, as defined in 854.311(c), will be subject to the following intermediate
milestones: From 2017 through 2020, no milestone is required but each company must report annually on
the status of its build-out based upon the number of supported locations reached during that period; by
July 1, 2021, fifty percent (50%) of the locations must meet that standard; by July 1, 2022, sixty percent
(60%) of the locations must meet that standard; by July 1, 2023, seventy percent (70%) of the locations
must meet that standard; by July 1, 2024, eighty percent (80%) of the locations must meet that standard,;
by July 1, 2025, ninety percent (90%) of the locations must meet that standard; by July 1, 2026, one
hundred percent (100%) of company build-out requirement must be completed. In addition, by July 1,
2026, carriers with a statewide density of more than 10 locations per square mile must meet a standard of
at least 25 Mbps downstream/3 Mbps upstream for seventy-five percent (75%) of locations in the study
area and carriers with a statewide density of 10 or less locations per square mile must meet a standard of
at least 25 Mbps downstream/3 Mbps upstream for fifty percent (50%) of locations in a study area. Such
reports and milestones shall be in accordance with §54.313(l).

(i) Non-Compliance Measures. Companies that are found not to be in compliance with the build-out
milestones will be subject to the following measures:

(i) Compliance gap of five percent (5%) to less than fifteen percent (15%), subject to quarterly
reporting.

(i) Compliance gap of 15 percent (15%) to less than twenty-five percent (25%), subject to
quarterly reporting plus withholding of fifteen percent (15%) of monthly support.
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(iii) Compliance gap of 25 percent (25%) to less than fifty percent (50%), subject to quarterly
reporting plus withholding of twenty-five percent (25%) of monthly support.

(iv) Compliance gap of 50 percent (50%) or more, subject to quarterly reporting plus withholding
of 50 percent (50%) of monthly support for six (6) months. After six (6) months, 100 percent
(100%) of monthly support will be withheld and the company must refund an amount equal to the
compliance gap plus ten percent (10%) of support disbursed to date.

(v) If a carrier misses the final build-out milestone, it must identify by what percentage it has
missed the final build-out milestone. Absent an extension of time for circumstances beyond the
carriers control, the carrier will then have twelve months from the date of the final build-out
milestone deadline to come into full compliance with this milestone. If a carrier does not report
that it has come into full compliance within twelve months, USAC will then recover an amount of
support that is equal to 1.89 times the average amount of support per location received in the
state over the ten-year term for the relevant number of locations that the carrier has failed to
deploy to, plus ten percent of the carriers total support received in the state over the ten-year
term.

(i) Disbursement of A-CAM CAF funding. An eligible telecommunications carrier will be advised by
public notice when it is authorized to receive support. The public notice will detail how disbursements will
be made.

(k) Phase-in of A-CAM CAF Support. For carriers electing A-CAM CAF support whose final A-CAM
CAF support is less than the company’s HCLS plus ICLS support as trued-up in its cost study filed on July
1, 2016, Existing Support, their A-CAM CAF support will be phased in effective July 1, 2016, subject to
the schedule contained in §54.311(f)(i)-(iii):

(i) Carriers whose full A-CAM CAF support is no more than ten percent (10%) less than their
Existing Support as of December 31, 2015 will receive fifty percent (50%) existing and fifty
percent (50%) A-CAM CAF support in year one (1) and full A-CAM CAF support in years two (2)
through ten (10).

(i) Carriers whose full A-CAM CAF support is between ten percent (10%) and twenty-five percent
(25%) less than their Existing Support as of December 31, 2015 will be subject to a five (5) year
path to full A-CAM CAF support. Each carrier’s differential between Existing Support and full A-
CAM CAF support would be phased-in as equal reductions in Existing Support over five (5) years
subject to the requirement of a minimum five percent (5%) yearly decrease in support, calculated
based on equal reductions in the differential between Existing Support and full A-CAM CAF
support, until the amount of full A-CAM CAF support is reached.

(iii) Carriers whose full A-CAM CAF support is greater than twenty-five percent (25%) less than
their Existing Support as of December 31, 2015 will be subject to a ten (10) year path to full A-
CAM CAF support. Each carrier’s differential between Existing Support and full A-CAM CAF
support would be phased-in as equal reductions in Existing Support over ten (10) years subject to
the requirement of a minimum five percent (5%) yearly decrease in support, calculated based on
equal reductions in the differential between Existing Support and full A-CAM CAF support.

4.312 Connect America Fund for Price Cap Territories—Phase I.

(a) Frozen High-Cost Support. Beginning January 1, 2012, each price cap local exchange carrier

and rate-of-return carrier affiliated with a price cap local exchange carrier will have a “baseline support
amount” equal to its total 2011 support in a given study area, or an amount equal to $3,000 times the
number of reported lines for 2011, whichever is lower. For purposes of this section, price cap carriers are
defined pursuant to §61.3(aa) of this chapter and affiliated companies are determined by 832.9000 of this
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chapter. Each price cap local exchange carrier and rate-of-return carrier affiliated with a price cap local
exchange carrier will have a “monthly baseline support amount” equal to its baseline support amount
divided by twelve. Beginning January 1, 2012, on a monthly basis, eligible carriers will receive their
monthly baseline support amount.

(1) “Total 2011 support” is the amount of support disbursed to a price cap local exchange carrier or
rate-of-return carrier affiliated with a price cap local exchange carrier for 2011, without regard to prior
period adjustments related to years other than 2011 and as determined by USAC on January 31, 2012.

(2) For the purpose of calculating the $3,000 per line limit, the average of lines reported by a price
cap local exchange carrier or rate-of-return carrier affiliated with a price cap local exchange carrier
pursuant to line count filings required for December 31, 2010, and December 31, 2011 shall be used.

(3) A carrier receiving frozen high cost support under this rule shall be deemed to be receiving
Interstate Access Support and Interstate Common Line Support equal to the amount of support the carrier
to which the carrier was eligible under those mechanisms in 2011.

(b) Incremental Support in 2012. From January 1, 2012, to December 31, 2012, support in addition
to baseline support defined in paragraph (a) of this section will be available for certain price cap local
exchange carriers and rate-of-return carriers affiliated with price cap local exchange carriers as follows.

(1) For each carrier for which the Wireline Competition Bureau determines that it has appropriate
data or for which it determines that it can make reasonable estimates, the Bureau will determine an
average per-location cost for each wire center using a simplified cost-estimation function derived from the
Commission's cost model. Incremental support will be based on the wire centers for which the estimated
per-location cost exceeds the funding threshold. The funding threshold will be determined by calculating
which funding threshold would allocate all available incremental support, if each carrier that would be
offered incremental support were to accept it.

(2) An eligible telecommunications carrier accepting incremental support must deploy broadband to
a number of unserved locations, as shown as unserved by fixed broadband on the then-current version of
the National Broadband Map, equal to the amount of incremental support it accepts divided by $775.

(3) A carrier may elect to accept or decline incremental support. A holding company may do so on a
holding-company basis on behalf of its operating companies that are eligible telecommunications carriers,
whose eligibility for incremental support, for these purposes, shall be considered on an aggregated basis.
A carrier must provide notice to the Commission, relevant state commissions, and any affected Tribal
government, stating the amount of incremental support it wishes to accept and identifying the areas by
wire center and census block in which the designated eligible telecommunications carrier will deploy
broadband to meet its deployment obligation, or stating that it declines incremental support. Such
notification must be made within 90 days of being notified of any incremental support for which it would be
eligible. Along with its notification, a carrier accepting incremental support must also submit a certification
that the locations to be served to satisfy the deployment obligation are not shown as served by fixed
broadband provided by any entity other than the certifying entity or its affiliate on the then-current version
of the National Broadband Map; that, to the best of the carrier's knowledge, the locations are, in fact,
unserved by fixed broadband; that the carrier's current capital improvement plan did not already include
plans to complete broadband deployment within the next three years to the locations to be counted to
satisfy the deployment obligation; and that incremental support will not be used to satisfy any merger
commitment or similar regulatory obligation. If a carrier intends to deploy to census blocks not initially
identified at the time of election, it must inform the Commission, the Administrator, relevant state
commissions, and any affected Tribal government of the change at least 90 days prior to commencing
deployment in the new census blocks. No sooner than 46 days after the Wireline Competition Bureau
issues a public notice announcing the updated deployment plans but prior to commencing deployment,
the carrier must make the certifications described in this paragraph with respect to the new census
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blocks. If a carrier no longer intends to deploy to a previously identified census block, it must inform the
Commission, the Administrator, relevant state commission, and any affected Tribal government prior to
filing its certification pursuant to §54.313(b)(2).

(c) Incremental Support in 2013. From January 1, 2013, to December 31, 2013, support in addition
to baseline support defined in paragraph (a) of this section will be available for certain price cap local
exchange carriers and rate-of-return carriers affiliated with price cap local exchange carriers as follows:

(1) For each carrier for which the Wireline Competition Bureau determines that it has appropriate data or for
which it determines that it can make reasonable estimates, the Bureau will determine an average per-location cost for
each wire center using a simplified cost-estimation function derived from the Commission's high-cost proxy model.
Incremental support will be based on the wire centers for which the estimated per-location cost exceeds the funding
threshold. The funding threshold will be determined by calculating which funding threshold would allocate all available
incremental support, if each carrier that would be offered incremental support were to accept it.

(2) An eligible telecommunications carrier accepting incremental support must deploy broadband to a number
of unserved locations, shown as unserved by fixed Internet access with speeds of at least 768 kbps downstream and
200 kbps upstream on the then-current version of the National Broadband Map, equal to the amount of incremental
support it accepts divided by $775.

(3) An eligible telecommunications carrier must accept funding pursuant to paragraph (c)(2) of this section
before it may accept funding pursuant to paragraph (c)(3) of this section. If an eligible telecommunications carrier has
committed to deploy to all locations eligible for support under paragraph (c)(2) of this section on routes or projects
that can economically be built with $775 in Connect America funding for each location unserved by 768 kbps
downstream and 200 kbps upstream plus an equal amount of non-Connect America carrier capital expenditure
funding, but the carrier has not fully utilized its allotted funding, it may also count towards its deployment obligation
locations shown as unserved by fixed Internet access with speeds of at least 3 Mbps downstream and 768 kbps
upstream equal to the amount of remaining incremental support divided by $550.

(4) A carrier may elect to accept or decline incremental support. A holding company may do so on a holding-
company basis on behalf of its operating companies that are eligible telecommunications carriers, whose eligibility for
incremental support, for these purposes, shall be considered on an aggregated basis. A carrier must provide notice to
the Commission, the Administrator, relevant state commissions, and any affected Tribal government, stating the
amount of incremental support it wishes to accept, the number of locations at the $775 amount, and the number of
locations at the $550 amount, and identifying the areas by wire center and census block in which the designated
eligible telecommunications carrier will deploy broadband to meet its deployment obligation; or stating that it declines
incremental support. Such notification must be made within 75 days of being notified of any incremental support for
which it would be eligible. If a carrier intends to deploy to census blocks not initially identified at the time of election, it
must inform the Commission, the Administrator, relevant state commissions, and any affected Tribal government of
the change at least 90 days prior to commencing deployment in the new census blocks. No sooner than 46 days after
the Wireline Competition Bureau issues a public notice announcing the updated deployment plans but prior to
commencing deployment, the carrier must make the certifications described in paragraph (c)(5) of this section with
respect to the new census blocks. If a carrier no longer intends to deploy to a previously identified census block, it
must inform the Commission, the Administrator, relevant state commission, and any affected Tribal government prior
to filing its certification pursuant to §54.313(b)(2).

(5) Along with its natification, an eligible telecommunications carrier accepting incremental support must submit
the following certifications:

(i) The locations to be served to satisfy the deployment obligation are not shown as served by fixed broadband
at the speeds specified in paragraph (c)(2) or (c)(3) of this section provided by any entity other than the certifying
entity or its affiliate on the then-current version of the National Broadband Map or that it is challenging the National
Broadband Map's designation of that census block under the challenge process in paragraph (c)(7) of this section;

(i) To the best of the carrier's knowledge, the locations are, in fact, unserved by fixed Internet access with
speeds of at least 3 Mbps downstream and 768 kbps upstream, or 768 kbps downstream and 200 kbps upstream, as
appropriate;
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(iif) The carrier's current capital improvement plan did not already include plans to complete broadband
deployment within the next three years to the locations to be counted to satisfy the deployment obligation;

(iv) Incremental support will not be used to satisfy any merger commitment or similar regulatory obligation; and

(v) The carrier has undertaken due diligence to determine the locations in question are not within the service
area of either Broadband Initiatives Program or the Broadband Technology Opportunities Program projects that will
provide Internet access with speeds of at least 3 Mbps downstream and 768 upstream.

(6) An eligible telecommunications carrier deploying to locations unserved by 3 Mbps downstream and 768
kbps upstream under paragraph (c)(3) of this section must also certify that it has prioritized its planned projects or
routes so as to maximize the deployment of broadband-capable infrastructure to locations lacking Internet access
with speeds of 768 kbps downstream and 200 kbps upstream.

(7) A person may challenge the designation of a census block as served or unserved by a certain speed as
shown on the National Broadband Map. When the Wireline Competition Bureau determines that the evidence
presented makes it more likely than not that the census block should be designated as served by broadband with
speeds of at least 3 Mbps downstream and 768 kbps upstream, that locations in that census block will be treated as
served by broadband and therefore ineligible to be counted for the purposes of paragraph (c)(3) of this section. When
the Wireline Competition Bureau determines that the evidence presented makes it more likely than not that the
census block should be designated as served by Internet service with speeds of 768 kbps downstream and 200 kbps
upstream, but unserved by broadband with speeds of at least 3 Mbps downstream and 768 kbps upstream, locations
in that census block will be treated as served by Internet access with speeds of 768 kbps downstream and 200 kbps
upstream and therefore eligible to be counted for the purposes of paragraph (c)(3) of this section. When the Wireline
Competition Bureau determines that the evidence presented makes it more likely than not that the census block
should be designated as unserved by Internet service with speeds of 768 kbps downstream and 200 kbps upstream,
locations in that census block will be treated as unserved by Internet access with speeds of 768 kbps downstream
and 200 kbps upstream and therefore eligible to be counted for the purposes of paragraph (c)(2) of this section.

(8) If no entity other than the carrier or its affiliate provides Internet service with speeds of 3 Mbps downstream
and 768 kbps upstream or greater as shown on the National Broadband Map or as determined by the process
described in paragraph (c)(7), the carrier may satisfy its deployment obligations at a location shown by the National
Broadband Map as being served by that carrier or its affiliate with such service by certifying that it is the only entity
providing such service, that the location does not actually receive speeds of 3 Mbps downstream and 768 kbps
upstream, and the location is served through a copper-fed digital subscriber line access multiplexer. The carrier must
specifically identify such locations in its election. Such locations will be treated the same as locations under
paragraph (c)(3) of this section.

(9) An eligible telecommunications carrier must complete deployment of broadband-capable infrastructure to
two-thirds of the required number of locations within two years of providing notification of acceptance of funding, and
must complete deployment to all required locations within three years. To satisfy its deployment obligation, the
eligible telecommunications carrier must offer broadband service to such locations of at least 4 Mbps downstream
and 1 Mbps upstream, with latency sufficiently low to enable the use of real-time communications, including Voice
over Internet Protocol, and with usage allowances, if any, associated with a specified price for a service offering that
are reasonably comparable to comparable offerings in urban areas.

[76 FR 73872, Nov. 29, 2011, as amended at 77 FR 31536, May 29, 2012; 78 FR 38233, June 26, 2013; 78 FR
48624, Aug. 9, 2013]

EFFecTIVE DATE NOTE: At 78 FR 48624, Aug. 9, 2013, 854.312 was amended by revising paragraphs and (c)(4).
These paragraph contain information collection and recordkeeping requirements and will not become effective until
approval has been given by the Office of Management and Budget.

854.313 Annual reporting requirements for high-cost recipients.
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(a) Any recipient of high-cost support shall provide the following, with the information and data
required by paragraphs (a)(1) through (7) of this section separately broken out for both voice service and
broadband service:

(1) A progress report on its five-year service quality improvement plan pursuant to §54.202(a),
including maps detailing its progress towards meeting its plan targets, an explanation of how much
universal service support was received and how it was used to improve service quality, coverage, or
capacity, and an explanation regarding any network improvement targets that have not been fulfilled in
the prior calendar year. The information shall be submitted at the wire center level or census block as
appropriate;

(2) Detailed information on any outage in the prior calendar year, as that term is defined in 47 CFR
4.5, of at least 30 minutes in duration for each service area in which an eligible telecommunications
carrier is designated for any facilities it owns, operates, leases, or otherwise utilizes that potentially affect

(i) At least ten percent of the end users served in a designated service area; or
(i) A 911 special facility, as defined in 47 CFR 4.5(e).

(iii) Specifically, the eligible telecommunications carrier's annual report must include information
detailing:

(A) The date and time of onset of the outage;

(B) A brief description of the outage and its resolution;

(C) The particular services affected;

(D) The geographic areas affected by the outage;

(E) Steps taken to prevent a similar situation in the future; and
(F) The number of customers affected.

(3) The number of requests for service from potential customers within the recipient's service areas
that were unfulfilled during the prior calendar year. The carrier shall also detail how it attempted to provide
service to those potential customers;

(4) The number of complaints per 1,000 connections (fixed or mobile) in the prior calendar year;

(5) Certification that it is complying with applicable service quality standards and consumer
protection rules;

(6) Certification that the carrier is able to function in emergency situations as set forth in
§54.202(a)(2);

(7) The company's price offerings in a format as specified by the Wireline Competition Bureau;

(8) The recipient's holding company, operating companies, affiliates, and any branding (a “dba,” or
“doing-business-as company” or brand designation), as well as universal service identifiers for each such
entity by Study Area Codes, as that term is used by the Administrator. For purposes of this paragraph,
“affiliates” has the meaning set forth in section 3(2) of the Communications Act of 1934, as amended;
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(9) Beginning July 1, 2013. To the extent the recipient serves Tribal lands, documents or information
demonstrating that the ETC had discussions with Tribal governments that, at a minimum, included:

(i) A needs assessment and deployment planning with a focus on Tribal community anchor
institutions;

(i) Feasibility and sustainability planning;
(iii) Marketing services in a culturally sensitive manner;

(iv) Rights of way processes, land use permitting, facilities siting, environmental and cultural
preservation review processes; and

(v) Compliance with Tribal business and licensing requirements. Tribal business and licensing
requirements include business practice licenses that Tribal and non-Tribal business entities, whether
located on or off Tribal lands, must obtain upon application to the relevant Tribal government office or
division to conduct any business or trade, or deliver any goods or services to the Tribes, Tribal members,
or Tribal lands. These include certificates of public convenience and necessity, Tribal business licenses,
master licenses, and other related forms of Tribal government licensure.

(10) Beginning July 1, 2013. A letter certifying that the pricing of the company's voice services is no
more than two standard deviations above the applicable national average urban rate for voice service, as
specified in the most recent public notice issued by the Wireline Competition Bureau and Wireless
Telecommunications Bureau; and

(11) Beginning July 1, 2013. The results of network performance tests pursuant to the methodology
and in the format determined by the Wireline Competition Bureau, Wireless Telecommunications Bureau,
and Office of Engineering and Technology.

(12) A certification that the pricing of a service that meets the Commission's broadband public
interest obligations is no more than the applicable benchmark to be announced annually in a public notice
issued by the Wireline Competition Bureau, or is no more than the non-promotional price charged for a
comparable fixed wireline service in urban areas in the states or U.S. Territories where the eligible
telecommunications carrier receives support.

(b) In addition to the information and certifications in paragraph (a) of this section:
(1) Any recipient of incremental Connect America Phase | support pursuant to §54.312(b) and (c) shall provide:

(i) In its next annual report due after two years after filing a notice of acceptance of funding pursuant to
§54.312(b) and (c), a certification that the company has deployed to no fewer than two-thirds of the required number
of locations; and

(i) In its next annual report due after three years after filing a notice of acceptance of funding pursuant to
854.312(b) and (c), a certification that the company has deployed to all required locations and that it is offering
broadband service of at least 4 Mbps downstream and 1 Mbps upstream, with latency sufficiently low to enable the
use of real-time communications, including Voice over Internet Protocol, and with usage allowances, if any,
associated with a specified price for a service offering that are reasonably comparable to comparable offerings in
urban areas.

(2) In addition to the information and certifications required in paragraph (b)(1) of this section, any recipient of
incremental Connect America Phase | support pursuant to 854.312(c) shall provide:
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(i) In its annual reports due after one, two, and three years after filing a notice of acceptance of funding
pursuant to §54.312(c), a certification that, to the best of the recipient's knowledge, the locations in question are not
receiving support under the Broadband Initiatives Program or the Broadband Technology Opportunities Program for
projects that will provide broadband with speeds of at least 4 Mbps/1 Mbps; and

(i) In its annual reports due after one, two, and three years after filing a notice of acceptance of funding
pursuant to §54.312(c), a statement of the total amount of capital funding expended in the previous year in meeting
Connect America Phase | deployment obligations, accompanied by a list of census blocks indicating where funding
was spent.

(c) In addition to the information and certifications in paragraph (a) of this section, price cap carriers
that receive frozen high-cost support pursuant to 854.312(a) shall provide:

(1) By July 1, 2013. A certification that frozen high-cost support the company received in 2012 was
used consistent with the goal of achieving universal availability of voice and broadband;

(2) By July 1, 2014. A certification that at least one-third of the frozen-high cost support the company
received in 2013 was used to build and operate broadband-capable networks used to offer the provider's
own retail broadband service in areas substantially unserved by an unsubsidized competitor;

(3) By July 1, 2015. A certification that at least two-thirds of the frozen-high cost support the
company received in 2014 was used to build and operate broadband-capable networks used to offer the
provider's own retail broadband service in areas substantially unserved by an unsubsidized competitor;
and

(4) By July 1, 2016 and in subsequent years. A certification that all frozen-high cost support the
company received in the previous year was used to build and operate broadband-capable networks used
to offer the provider's own retail broadband service in areas substantially unserved by an unsubsidized
competitor.

(d) In addition to the information and certifications in paragraph (a) of this section, beginning July 1,
2013, price cap carriers receiving high-cost support to offset reductions in access charges shall provide a
certification that the support received pursuant to §54.304 in the prior calendar year was used to build
and operate broadband-capable networks used to offer provider's own retail service in areas substantially
unserved by an unsubsidized competitor.

(e) In addition to the information and certifications in paragraph (a) of this section, any price cap
carrier that elects to receive Connect America Phase Il model-based support shall provide:

(1) On July 1, 2016 an initial service quality improvement plan that includes a list of the geocoded
locations already meeting the 854.309 public interest obligations at the end of calendar year 2015, and
the total amount of Phase Il support, if any, the price cap carrier used for capital expenditures in 2015.

(2) On July 1, 2017 and every year thereafter ending July 1, 2021, a progress report on the
company's service quality improvement plan, including the following information:

(i) A certification that it is meeting the interim deployment milestones as set forth;

(ii) The number, names, and addresses of community anchor institutions to which the eligible
telecommunications carrier newly began providing access to broadband service in the preceding calendar
year;

(iii) A list of the geocoded locations to which the eligible telecommunications carrier newly deployed
facilities capable of delivering broadband meeting the §854.309 public interest obligations with Connect
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America support in the prior year. The final progress report filed on July 1, 2021 must include the total
number and geocodes of all the supported locations that a price cap carrier has built out to with service
meeting the §54.309 public interest obligations;

(iv) The total amount of Phase Il support, if any, the price cap carrier used for capital expenditures in
the previous calendar year; and

(v) A certification that it bid on category one telecommunications and Internet access services in
response to all FCC Form 470 postings seeking broadband service that meets the connectivity targets for
the schools and libraries universal service support program for eligible schools and libraries (as described
in 854.501) located within any area in a census block where the carrier is receiving Phase || model-based
support, and that such bids were at rates reasonably comparable to rates charged to eligible schools and
libraries in urban areas for comparable offerings.

(3) On July 1, 2018, a certification that the recipient offered broadband meeting the requisite public
interest obligations specified in 854.309 to 40% of its supported locations in the state on December 31,
2017.

(4) On July 1, 2019, a certification that the recipient offered broadband meeting the requisite public
interest obligations specified in 854.309 to 60% of its supported locations in the state on December 31,
2018.

(5) On July 1, 2020, a certification that the recipient offered broadband meeting the requisite public
interest obligations specified in 854.309 to 80% of its supported locations in the state on December 31,
20109.

(6) On July 1, 2021, a certification that the recipient offered broadband meeting the requisite public
interest obligations specified in 854.309 to 100% of its supported locations in the state on December 31,
2020.

(f) In addition to the information and certifications in paragraph (a) of this section, any rate-of-return
carrier shall provide:

(1) Beginning July 1, 2015. A progress report on its five-year service quality plan pursuant to
854.202(a) that includes the following information:

(i) A letter certifying that it is taking reasonable steps to provide upon reasonable request broadband
service at actual speeds of at least 4 Mbps downstream/1 Mbps upstream, with latency suitable for real-
time applications, including Voice over Internet Protocol, and usage capacity that is reasonably
comparable to comparable offerings in urban areas as determined in an annual survey, and that requests
for such service are met within a reasonable amount of time;

(ii) The number, names, and addresses of community anchor institutions to which the ETC newly
began providing access to broadband service in the preceding calendar year; and

(iii) For rate-of-return carrier recipients of high-cost support, a certification that it bid on category one
telecommunications and Internet access services in response to all reasonable requests in posted FCC
Form 470s seeking broadband service that meets the connectivity targets for the schools and libraries
universal service support program for eligible schools and libraries (as described in §54.501) within its
service area, and that such bids were at rates reasonably comparable to rates charged to eligible schools
and libraries in urban areas for comparable offerings.
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(2) Privately held rate-of-return carriers only. A full and complete annual report of the company's
financial condition and operations as of the end of the preceding fiscal year.

() Recipients of loans from the Rural Utility Service (RUS) shall provide copies of their RUS
Operating Report for Telecommunications Borrowers as filed with the RUS. Such carriers must make their
underlying audit and related workpapers and financial information available upon request by the
Commission, USAC, or the relevant state commission, relevant authority in a U.S. Territory, or Tribal
government, as appropriate.

(i) All privately held rate-of-return carriers that are not recipients of loans from the RUS and whose
financial statements are audited in the ordinary course of business must provide either: A copy of their
audited financial statement; or a financial report in a format comparable to RUS Operating Report for
Telecommunications Borrowers, accompanied by a copy of a management letter issued by the
independent certified public accountant that performed the company's financial audit. A carrier choosing
the latter option must make its audit and related workpapers and financial information available upon
request by the Commission, USAC, or the relevant state commission, relevant authority in a U.S.
Territory, or Tribal government, as appropriate.

(iii) All other privately held rate-of-return carriers must provide either: A copy of their financial
statement which has been subject to review by an independent certified public accountant; or a financial
report in a format comparable to RUS Operating Report for Telecommunications Borrowers, with the
underlying information subjected to a review by an independent certified public accountant and
accompanied by an officer certification that: The carrier was not audited in the ordinary course of
business for the preceding fiscal year; and that the reported data are accurate. If the carrier elects the
second option, it must make the review and related workpapers and financial information available upon
request by the Commission, USAC, or the relevant state commission, relevant authority in a U.S.
Territory, or Tribal government, as appropriate.

(9) Areas with No Terrestrial Backhaul. Carriers without access to terrestrial backhaul that are
compelled to rely exclusively on satellite backhaul in their study area must certify annually that no
terrestrial backhaul options exist. Any such funding recipients must certify they offer broadband service at
actual speeds of at least 1 Mbps downstream and 256 kbps upstream within the supported area served
by satellite middle-mile facilities. To the extent that new terrestrial backhaul facilities are constructed, or
existing facilities improve sufficiently to meet the relevant speed, latency and capacity requirements then
in effect for broadband service supported by the CAF, within twelve months of the new backhaul facilities
becoming commercially available, funding recipients must provide the certifications required in
paragraphs (e) or (f) of this section in full. Carriers subject to this paragraph must comply with all other
requirements set forth in the remaining paragraphs of this section.

(h) Additional voice rate data. (1) All incumbent local exchange carrier recipients of high-cost
support must report all of their rates for residential local service for all portions of their service area, as
well as state fees as defined pursuant to 854.318(e), to the extent the sum of those rates and fees are
below the rate floor as defined in §54.318, and the number of lines for each rate specified. Carriers shall
report lines and rates in effect as of June 1.

(2) In addition to the annual filing, local exchange carriers may file updates of their rates for
residential local service, as well as state fees as defined pursuant to 854.318(e), on January 2 of each
year. If a local exchange carrier reduces its rates and the sum of the reduced rates and state fees are
below the rate floor as defined in 8§54.318, the local exchange carrier shall file such an update. For the
update, carriers shall report lines and rates in effect as of December 1.

(i) All reports pursuant to this section shall be filed with the Office of the Secretary of the
Commission clearly referencing WC Docket No. 14-58, with the Administrator, and with the relevant state
commissions or relevant authority in a U.S. Territory, or Tribal governments, as appropriate.
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(j) Filing deadlines. (1) In order for a recipient of high-cost support to continue to receive support for
the following calendar year, or retain its eligible telecommunications carrier designation, it must submit
the annual reporting information required by this section annually by July 1 of each year. Eligible
telecommunications carriers that file their reports after the July 1 deadline shall receive a reduction in
support pursuant to the following schedule:

(i) An eligible telecommunications carrier that files after the July 1 deadline, but by July 8, will have
its support reduced in an amount equivalent to seven days in support;

(i) An eligible telecommunications carrier that files on or after July 9 will have its support reduced on
a pro-rata daily basis equivalent to the period of non-compliance, plus the minimum seven-day reduction.

(2) Grace period. An eligible telecommunications carrier that submits the annual reporting
information required by this section after July 1 but before July 5 will not receive a reduction in support if
the eligible telecommunications carrier and its holding company, operating companies, and affiliates as
reported pursuant to paragraph (a)(8) of this section have not missed the July 1 deadline in any prior
year.

(k) This section does not apply to recipients that solely receive support from the Phase | Mobility
Fund.

() A carrier that elects to receive A-CAM CAF model-based support shall provide:

(1) By December 31, 2017 an initial service quality improvement plan that includes a list of the
geocoded locations already meeting the 854.311(c) and (g) public interest and build-out obligations for
the twelve months ended July 1, 2017, and the total amount of A-CAM CAF, if any, the carrier used for
capital expenditures in that twelve month period.

(2) By December 31, 2018 and every year thereafter ending December 31, 2026, a progress report
on the company's service quality improvement plan for the previous twelve month period, including the
following information:

(i) A certification that it is meeting the interim deployment milestones as set forth;

(i) The number, names, and addresses of community anchor institutions to which the eligible
telecommunications carrier newly began providing access to broadband service in the preceding calendar
year;

(i) A list of the geocoded locations to which the eligible telecommunications carrier newly deployed
facilities capable of delivering broadband meeting the §54.311(c) and (g) public interest and build-out
obligations with A-CAM CAF support in the prior year. The final progress report filed by December 31,
2026 must include the total number and geocodes of all the supported locations that a A-CAM CAF
carrier has built out to with service meeting the 854.311(c) and (g) public interest and build-out
obligations;

(iv) The total amount of A-CAM CAF support, if any, the carrier used for capital expenditures in the
previous calendar year; and

(3) By December 31, 2021, a certification that the recipient offered broadband meeting the requisite
public interest obligations specified in 854.311(c) and (g) public interest and build-out obligations to 50%
of its supported locations identified in the public notice in the state on July 1, 2021.
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(4) By December 31, 2022, a certification that the recipient offered broadband meeting the requisite
public interest obligations specified in §54.311(c) and (g) public interest and build-out obligations to 60%
of its supported locations identified in the public notice in the state on July 1, 2022.

(5) By December 31, 2023, a certification that the recipient offered broadband meeting the requisite
public interest obligations specified in §54.311(c) and (g) public interest and build-out obligations to 70%
of its supported locations identified in the public notice in the state on July 1, 2023.

(6) By December 31, 2024, a certification that the recipient offered broadband meeting the requisite
public interest obligations specified in §54.311(c) and (g) public interest and build-out obligations to 80%
of its supported locations identified in the public notice in the state on July 1, 2024.

(6) By December 31, 2025, a certification that the recipient offered broadband meeting the requisite
public interest obligations specified in 854.311(c) and (g) public interest and build-out obligations to 90%
of its supported locations identified in the public notice in the state on July 1, 2025.

(6) By December 31, 2026, a certification that the recipient offered broadband meeting the requisite
public interest obligations specified in 854.311(c) and (g) public interest and build-out obligations to 100%
of its supported locations identified in the public notice in the state on July 1, 2026.

[76 FR 73873, Nov. 29, 2011, as amended at 77 FR 14302, Mar. 9, 2012; 77 FR 30914, May 24, 2012;
78 FR 22201, Apr. 15, 2013; 78 FR 29656, May 21, 2013; 78 FR 3843, Jan. 17, 2013; 78 FR 38233, June
26, 2013; 79 FR 11336, Feb. 28, 2014; 79 FR 39189, July 9, 2014; 80 FR 4477, Jan. 27, 2015;]

EFFeECTIVE DATE NOTES: 1. At 77 FR 14302, Mar. 9, 2012, 854.313 was amended by revising
paragraphs (a)(9) introductory text and (f)(2). These paragraphs contain information collection and
recordkeeping requirements and will not become effective until approval has been given by the Office of
Management and Budget.

2. AT 79 FR 11336, FEB. 28, 2014, §54.313 WAS AMENDED BY REVISING PARAGRAPHS (E)(1), (E)(2) AND
(E)(3) INTRODUCTORY TEXT. THESE PARAGRAPHS CONTAIN INFORMATION COLLECTION AND RECORDKEEPING
REQUIREMENTS AND WILL NOT BECOME EFFECTIVE UNTIL APPROVAL HAS BEEN GIVEN BY THE OFFICE OF
MANAGEMENT AND BUDGET.

3. AT 80 FR 4476, JAN. 27, 2015, 854.313 WAS AMENDED BY ADDING PARAGRAPH (A)(12) AND REVISING
PARAGRAPH (E). THESE PARAGRAPHS CONTAIN INFORMATION COLLECTION AND RECORD KEEPING REQUIREMENTS
AND WILL NOT BECOME EFFECTIVE UNTIL APPROVAL HAS BEEN GIVEN BY THE OFFICE OF MANAGEMENT AND
BUDGET.

4. AT 80 FR 5987, FEB. 4, 2015, §54.313 WAS AMENDED BY REVISING PARAGRAPHS (E)(2)(II) AND (1V), ADDING
PARAGRAPH (E)(2)(V), REVISING PARAGRAPHS (F)(1)(1) AND (I1), AND REVISING PARAGRAPH (F)(1)(1l). THESE
PARAGRAPHS CONTAIN INFORMATION COLLECTION AND RECORDKEEPING REQUIREMENTS AND WILL NOT BECOME
EFFECTIVE UNTIL APPROVAL HAVE BEEN GIVEN BY THE OFFICE OF MANAGEMENT AND BUDGET.

854.314 Certification of support for eligible telecommunications carriers.

(a) Certification. States that desire eligible telecommunications carriers to receive support pursuant
to the high-cost program must file an annual certification with the Administrator and the Commission
stating that all federal high-cost support provided to such carriers within that State was used in the
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preceding calendar year and will be used in the coming calendar year only for the provision,
maintenance, and upgrading of facilities and services for which the support is intended. High-cost support
shall only be provided to the extent that the State has filed the requisite certification pursuant to this
section.

(b) Carriers not subject to State jurisdiction. An eligible telecommunications carrier not subject to the
jurisdiction of a State that desires to receive support pursuant to the high-cost program must file an
annual certification with the Administrator and the Commission stating that all federal high-cost support
provided to such carrier was used in the preceding calendar year and will be used in the coming calendar
year only for the provision, maintenance, and upgrading of facilities and services for which the support is
intended. Support provided pursuant to the high-cost program shall only be provided to the extent that the
carrier has filed the requisite certification pursuant to this section.

(c) Certification format. (1) A certification pursuant to this section may be filed in the form of a letter
from the appropriate regulatory authority for the State, and must be filed with both the Office of the
Secretary of the Commission clearly referencing WC Docket No. 14-58, and with the Administrator of the
high-cost support mechanism, on or before the deadlines set forth in paragraph (d) of this section. If
provided by the appropriate regulatory authority for the State, the annual certification must identify which
carriers in the State are eligible to receive federal support during the applicable 12-month period, and
must certify that those carriers only used support during the preceding calendar year and will only use
support in the coming calendar year for the provision, maintenance, and upgrading of facilities and
services for which support is intended. A State may file a supplemental certification for carriers not subject
to the State's annual certification. All certificates filed by a State pursuant to this section shall become part
of the public record maintained by the Commission.

(2) An eligible telecommunications carrier not subject to the jurisdiction of a State shall file a sworn
affidavit executed by a corporate officer attesting that the carrier only used support during the preceding
calendar year and will only use support in the coming calendar year for the provision, maintenance, and
upgrading of facilities and services for which support is intended. The affidavit must be filed with both the
Office of the Secretary of the Commission clearly referencing WC Docket No. 14-58, and with the
Administrator of the high-cost universal service support mechanism, on or before the deadlines set forth
in paragraph (d) of this section. All affidavits filed pursuant to this section shall become part of the public
record maintained by the Commission.

(d) Filing deadlines. (1) In order for an eligible telecommunications carrier to receive federal high-
cost support, the state or the eligible telecommunications carrier, if not subject to the jurisdiction of a
state, must file an annual certification, as described in paragraph (c) of this section, with both the
Administrator and the Commission by October 1 of each year. If a state or eligible telecommunications
carrier files the annual certification after the October 1 deadline, the carrier subject to the certification
shall receive a reduction in its support pursuant to the following schedule:

(i) An eligible telecommunications carrier subject to certifications filed after the October 1 deadline,
but by October 8, will have its support reduced in an amount equivalent to seven days in support;

(i) An eligible telecommunications carrier subject to certifications filed on or after October 9 will have
its support reduced on a pro-rata daily basis equivalent to the period of non-compliance, plus the
minimum seven-day reduction.

(2) Grace period. If an eligible telecommunications carrier or state submits the annual certification
required by this section after October 1 but before October 5, the eligible telecommunications carrier
subject to the certification will not receive a reduction in support if the eligible telecommunications carrier
and its holding company, operating companies, and affiliates as reported pursuant to 854.313(a)(8) have
not missed the October 1 deadline in any prior year.
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[76 FR 73875, Nov. 29, 2011; 79 FR 39189, July 9, 2014, 80 FR 4477, Jan. 27, 2015]

§54.318 High-cost support; limitations on high-cost support.

(a) Beginning July 1, 2012, each carrier receiving high-cost support in a study area under this
subpart will receive the full amount of high-cost support it otherwise would be entitled to receive if its rates
for residential local service plus state regulated fees as defined in paragraph (e) of this section exceed a
local urban rate floor representing the national average of local urban rates plus state regulated fees
under the schedule specified in paragraph (f) of this section.

(b) Carriers whose rates for residential local service plus state regulated fees offered for voice
service are below the specified local urban rate floor under the schedule below plus state regulated fees
shall have high-cost support reduced by an amount equal to the extent to which its rates for residential
local service plus state regulated fees are below the local urban rate floor, multiplied by the number of
lines for which it is receiving support.

(c) This rule will apply only to rate-of-return carriers as defined in 854.5 and carriers subject to price
cap regulation as that term is defined in 861.3 of this chapter.

(d) For purposes of this section, high-cost support is defined as the support available pursuant to
854.1310 and frozen high-cost support provided to price cap carriers to the extent it is based on support
previously provided pursuant to 854.1310 or former high-cost proxy model support.

(e) State regulated fees. (1) Beginning on July 1, 2012, for purposes of calculating limitations on
high-cost support under this section, state regulated fees shall be limited to state subscriber line charges,
state universal service fees and mandatory extended area service charges, which shall be determined as
part of a local rate survey, the results of which shall be published annually.

(2) Federal subscriber line charges shall not be included in calculating limitations on high-cost
support under this section.

(f) Schedule. High-cost support will be limited where the rate for residential local service plus state
regulated fees are below the local urban rate floor representing the national average of local urban rates
plus state regulated fees under the schedule specified in this paragraph. To the extent end user rates
plus state regulated fees are below local urban rate floors plus state regulated fees, appropriate
reductions in high-cost support will be made by the Universal Service Administrative Company.

(9) Any reductions in high-cost support under this section will not be redistributed to other carriers
that receive support pursuant to §54.1310.

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

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

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

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

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

854.319 Elimination of high-cost support in areas with 100 percent coverage by an unsubsidized
competitor.

(a) Universal service support shall be eliminated in an incumbent rate-of-return local exchange
carrier study area where an unsubsidized competitor, or combination of unsubsidized competitors, as
defined in 854.5, offers to 100 percent of residential and business locations in the study area voice and
broadband service at speeds of at least 10 Mbps downstream/1 Mbps upstream, with latency suitable for
real-time applications, including Voice over Internet Protocol, and usage capacity that is reasonably
comparable to comparable offerings in urban areas, at rates that are reasonably comparable to rates for
comparable offerings in urban areas.

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

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

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

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

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

[80 FR 4478, Jan. 27, 2015]

8§54.320 Compliance and recordkeeping for the high-cost program.

(a) Eligible telecommunications carriers 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.
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(b) All eligible telecommunications carriers shall retain all records required 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 available upon request to the Commission and any of its Bureaus or Offices, the
Administrator, and their respective auditors.

(c) Eligible telecommunications carriers authorized to receive high-cost support that fail to comply
with public interest obligations or any other terms and conditions may be subject to further action,
including the Commission's existing enforcement procedures and penalties, reductions in support
amounts, potential revocation of ETC designation, and suspension or debarment pursuant to §54.8.

(d) Eligible telecommunications carriers subject to defined build-out milestones must notify the
Commission and USAC, and the relevant state, U.S. Territory, or Tribal government, if applicable, 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 telecommunications carrier has
defaulted on an interim build-out milestone after it has begun receiving high-cost support, the Wireline
Competition Bureau will issue a letter evidencing the default. The issuance of this letter shall initiate
reporting obligations and withholding of a percentage of the eligible telecommunication carrier's total
monthly high-cost support, if applicable, starting the month following the issuance of the letter:

(i) Tier 1. If an eligible telecommunications carrier has a compliance gap of at least five percent but
less than 15 percent of the number of locations that the eligible telecommunications carrier 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 eligible telecommunications carrier will be
required to file a report every three months identifying the geocoded locations to which the eligible
telecommunications carrier has newly deployed facilities capable of delivering broadband meeting the
requisite requirements with Connect America support 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
854.313(j). The eligible telecommunications carrier must continue to file quarterly reports until the eligible
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 Competition Bureau issues a
letter to that effect.

(i) Tier 2. If an eligible telecommunications carrier has a compliance gap of at least 15 percent but
less than 25 percent of the number of locations that the eligible telecommunications carrier is required to
have built out to by the interim milestone, USAC will withhold 15 percent of the eligible
telecommunications carrier's monthly support for that state and the eligible telecommunications carrier will
be required to file quarterly reports. Once the eligible telecommunications carrier has reported that it has
reduced the compliance gap to less than 15 percent of the required number of locations for that interim
milestone for that state, the Wireline Competition Bureau will issue a letter to that effect, USAC will stop
withholding support, and the eligible telecommunications carrier will receive all of the support that had
been withheld. The eligible telecommunications carrier will then move to Tier 1 status.

(i) Tier 3. If an eligible telecommunications carrier has a compliance gap of at least 25 percent but
less than 50 percent of the number of locations that the eligible telecommunications 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 required to file quarterly reports. Once the eligible telecommunications carrier has reported that it has
reduced the compliance gap to less than 25 percent of the required number of locations for that interim
milestone for that state, the Wireline Competition Bureau will issue a letter to that effect, the eligible
telecommunications carrier will move to Tier 2 status.
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(iv) Tier 4. If an eligible telecommunications carrier has a compliance 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 carrier's monthly support for
that state, and the eligible telecommunications carrier will be required to file quarterly reports. As with the
other tiers, as the eligible telecommunications carrier reports that it has lessened the extent 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 eligible 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 carrier's monthly support and will commence a
recovery action for a percentage of support that is equal to the eligible 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 notification that the eligible telecommunications 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 telecommunications 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 received in the state over the six-year term for the relevant number of locations plus 10 percent
of the eligible telecommunications carrier's total Phase Il support over the six-year term for that state.

(3) Compliance reviews. If subsequent to the eligible telecommunications carrier's support term,
USAC determines in the course of a compliance review that the eligible telecommunications carrier does
not have sufficient evidence 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 paragraph (d). 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.
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