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grant the petition of a telecommuni-
cations carrier that is otherwise eligi-
ble to receive universal service support
under §54.201 requesting additional
time to complete the network upgrades
needed to provide single-party service,
access to enhanced 911 service, or toll
limitation. If such petition is granted,
the otherwise eligible telecommuni-
cations carrier will be permitted to re-
ceive universal service support for the
duration of the period designated by
the state commission. State commis-
sions should grant such a request only
upon a finding that exceptional cir-
cumstances prevent an otherwise eligi-
ble telecommunications carrier from
providing single-party service, access
to enhanced 911 service, or toll limita-
tion. The period should extend only as
long as the relevant state commission
finds that exceptional circumstances
exist and should not extend beyond the
time that the state commission deems
necessary for that eligible tele-
communications carrier to complete
network upgrades. An otherwise eligi-
ble telecommunications carrier that is
incapable of offering one or more of
these three specific universal services
must demonstrate to the state commis-
sion that exceptional circumstances
exist with respect to each service for
which the carrier desires a grant of ad-
ditional time to complete network up-
grades.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2125, Jan. 13, 1998; 63 FR 33585, June 19,
1998]

Subpart C—Cairriers Eligible for
Universal Service Support

§54.201 Definition of eligible tele-
communications carriers, generally.

(a) Carriers eligible to receive support.
(1) Beginning January 1, 1998, only eli-
gible telecommunications carriers des-
ignated under paragraphs (b) through
(d) of this section shall receive uni-
versal service support distributed pur-
suant to part 36 and part 69 of this
chapter, and subparts D and E of this
part.

(2) [Reserved]

(3) This paragraph does not apply to
offset or reimbursement support dis-
tributed pursuant to subpart G of this
part.
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(4) This paragraph does not apply to
support distributed pursuant to sub-
part F of this part.

(b) A state commission shall upon its
own motion or upon request designate
a common carrier that meets the re-
quirements of paragraph (d) of this sec-
tion as an eligible telecommunications
carrier for a service area designated by
the state commission.

(c) Upon request and consistent with
the public interest, convenience, and
necessity, the state commission may,
in the case of an area served by a rural
telephone company, and shall, in the
case of all other areas, designate more
than one common carrier as an eligible
telecommunications carrier for a serv-
ice area designated by the state com-
mission, so long as each additional re-
questing carrier meets the require-
ments of paragraph (d) of this section.
Before designating an additional eligi-
ble telecommunications carrier for an
area served by a rural telephone com-
pany, the state commission shall find
that the designation is in the public in-
terest.

(d) A common carrier designated as
an eligible telecommunications carrier
under this section shall be eligible to
receive universal service support in ac-
cordance with section 254 of the Act
and shall, throughout the service area
for which the designation is received:

(1) Offer the services that are sup-
ported by federal universal service sup-
port mechanisms under subpart B of
this part and section 254(c) of the Act,
either using its own facilities or a com-
bination of its own facilities and resale
of another carrier’s services (including
the services offered by another eligible
telecommunications carrier); and

(2) Advertise the availability of such
services and the charges therefore
using media of general distribution.

(e) For the purposes of this section,
the term facilities means any physical
components of the telecommunications
network that are used in the trans-
mission or routing of the services that
are designated for support pursuant to
subpart B of this part.

(f) For the purposes of this section,
the term ‘“‘own facilities’ includes, but
is not limited to, facilities obtained as
unbundled network elements pursuant
to part 51 of this chapter, provided that
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such facilities meet the definition of
the term ‘‘facilities” under this sub-
part.

(g) A state commission shall not re-
quire a common carrier, in order to
satisfy the requirements of paragraph
(d)(1) of this section, to use facilities
that are located within the relevant
service area, as long as the carrier uses
facilities to provide the services des-
ignated for support pursuant to subpart
B of this part within the service area.

(h) A state commission shall des-
ignate a common carrier that meets
the requirements of this section as an
eligible telecommunications carrier ir-
respective of the technology used by
such carrier.

(i) A state commission shall not des-
ignate as an eligible telecommuni-
cations carrier a telecommunications
carrier that offers the services sup-
ported by federal universal service sup-
port mechanisms exclusively through
the resale of another carrier’s services.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2125, Jan. 13, 1998; 64 FR 62123, Nov. 16,
1999; 71 FR 65750, Nov. 9, 2006]

§54.202 Additional requirements for
Commission designation of eligible
telecommunications carriers.

(a) In order to be designated an eligi-
ble telecommunications carrier under
section 214(e)(6), any common carrier
in its application must:

(1) (i) Commit to provide service
throughout its proposed designated
service area to all customers making a
reasonable request for service. Each ap-
plicant shall certify that it will:

(A) Provide service on a timely basis
to requesting customers within the ap-
plicant’s service area where the appli-
cant’s network already passes the po-
tential customer’s premises; and

(B) Provide service within a reason-
able period of time, if the potential
customer is within the applicant’s li-
censed service area but outside its ex-
isting network coverage, if service can
be provided at reasonable cost by:

(I) Modifying or replacing the re-
questing customer’s equipment;

(2) Deploying a roof-mounted an-
tenna or other equipment;

(3) Adjusting the nearest cell tower;

(4) Adjusting network or customer fa-
cilities;
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(5) Reselling services from another
carrier’s facilities to provide service;
or

(6) Employing, leasing or con-
structing an additional cell site, cell
extender, repeater, or other similar
equipment.

(ii) Submit a five-year plan that de-
scribes with specificity proposed im-
provements or upgrades to the appli-
cant’s network on a wire center-by-
wire center basis throughout its pro-
posed designated service area. Each ap-
plicant shall demonstrate how signal
quality, coverage or capacity will im-
prove due to the receipt of high-cost
support; the projected start date and
completion date for each improvement
and the estimated amount of invest-
ment for each project that is funded by
high-cost support; the specific geo-
graphic areas where the improvements
will be made; and the estimated popu-
lation that will be served as a result of
the improvements. If an applicant be-
lieves that service improvements in a
particular wire center are not needed,
it must explain its basis for this deter-
mination and demonstrate how funding
will otherwise be used to further the
provision of supported services in that
area.

(2) Demonstrate its ability to remain
functional in emergency situations, in-
cluding a demonstration that it has a
reasonable amount of back-up power to
ensure functionality without an exter-
nal power source, is able to reroute
traffic around damaged facilities, and
is capable of managing traffic spikes
resulting from emergency situations.

(3) Demonstrate that it will satisfy
applicable consumer protection and
service quality standards. A commit-
ment by wireless applicants to comply
with the Cellular Telecommunications
and Internet Association’s Consumer
Code for Wireless Service will satisfy
this requirement. Other commitments
will be considered on a case-by-case
basis.

(4) Demonstrate that it offers a local
usage plan comparable to the one of-
fered by the incumbent LEC in the
service areas for which it seeks des-
ignation.

(5) Certify that the carrier acknowl-
edges that the Commission may re-
quire it to provide equal access to long
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distance carriers in the event that no
other eligible telecommunications car-
rier is providing equal access within
the service area.

(b) Any common carrier that has
been designated under section 214(e)(6)
as an eligible telecommunications car-
rier or that has submitted its applica-
tion for designation under section
214(e)(6) before the effective date of
these rules must submit the informa-
tion required by paragraph (a) of this
section no later than October 1, 2006, as
part of its annual reporting require-
ments under §54.209.

(c) Public Interest Standard. Prior to
designating an eligible telecommuni-
cations carrier pursuant to section
214(e)(6), the Commission determines
that such designation is in the public
interest. In doing so, the Commission
shall consider the benefits of increased
consumer choice, and the unique ad-
vantages and disadvantages of the ap-
plicant’s service offering. In instances
where an eligible telecommunications
carrier applicant seeks designation
below the study area level of a rural
telephone company, the Commission
shall also conduct a creamskimming
analysis that compares the population
density of each wire center in which
the eligible telecommunications car-
rier applicant seeks designation
against that of the wire centers in the
study area in which the eligible tele-
communications carrier applicant does
not seek designation. In its
creamskimming analysis, the Commis-
sion shall consider other factors, such
as disaggregation of support pursuant
to §54.315 by the incumbent local ex-
change carrier.

(d) A common carrier seeking des-
ignation as an eligible telecommuni-
cations carrier under section 214(e)(6)
for any part of tribal lands shall pro-
vide a copy of its petition to the af-
fected tribal government and tribal
regulatory authority, as applicable, at
the time it files its petition with the
Federal Communications Commission.
In addition, the Commission shall send
the relevant public notice seeking com-
ment on any petition for designation as
an eligible telecommunications carrier
on tribal lands, at the time it is re-
leased, to the affected tribal govern-
ment and tribal regulatory authority,

§54.203

as applicable,
mail.

[70 FR 29978, May 25, 2005]

EFFECTIVE DATE NOTE: At 70 FR 29978, May
25, 2005, §54.202 was added. This text contains
information collection and recordkeeping re-
quirements and will not become effective
until approval has been given by the Office of
Manangement and Budget.

EFFECTIVE DATE NOTE: At 72 FR 54217,
Sept. 24, 2007 §54.202 was amended by adding
paragraph (e). This text contains informa-
tion collection and recordkeeping require-
ments and will not become effective until ap-
proval has been given by the Office of
Manangement and Budget. For the conven-
ience of the user, the added text is set forth
as follows:

by overnight express

§54.202 Additional requirements for Com-
mission designation of eligible tele-
communications carriers.

* * * * *

(e) All eligible telecommunications car-
riers shall retain all records required to dem-
onstrate to auditors that the support re-
ceived was consistent with the universal
service high-cost program rules. These
records should include the following: data
supporting line count filings; historical cus-
tomer records; fixed asset property account-
ing records; general ledgers; invoice copies
for the purchase and maintenance of equip-
ment; maintenance contracts for the upgrade
or equipment; and any other relevant docu-
mentation. This documentation must be
maintained for at least five years from the
receipt of funding.

§54.203 Designation of eligible tele-
communications carriers for
unserved areas.

(a) If no common carrier will provide
the services that are supported by fed-
eral universal service support mecha-
nisms under section 254(c) of the Act
and subpart B of this part to an
unserved community or any portion
thereof that requests such service, the
Commission, with respect to interstate
services, or a state commission, with
respect to intrastate services, shall de-
termine which common carrier or car-
riers are best able to provide such serv-
ice to the requesting unserved commu-
nity or portion thereof and shall order
such carrier or carriers to provide such
service for that unserved community
or portion thereof.

(b) Any carrier or carriers ordered to
provide such service under this section
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shall meet the requirements of section
54.201(d) and shall be designated as an
eligible telecommunications carrier for
that community or portion thereof.

§54.205 Relinquishment of universal
service.

(a) A state commission shall permit
an eligible telecommunications carrier
to relinquish its designation as such a
carrier in any area served by more
than one eligible telecommunications
carrier. An eligible telecommuni-
cations carrier that seeks to relinquish
its eligible telecommunications carrier
designation for an area served by more
than one eligible telecommunications
carrier shall give advance notice to the
state commission of such relinquish-
ment.

(b) Prior to permitting a tele-
communications carrier designated as
an eligible telecommunications carrier
to cease providing universal service in
an area served by more than one eligi-
ble telecommunications carrier, the
state commission shall require the re-
maining eligible telecommunications
carrier or carriers to ensure that all
customers served by the relinquishing
carrier will continue to be served, and
shall require sufficient notice to per-
mit the purchase or construction of
adequate facilities by any remaining
eligible telecommunications carrier.
The state commission shall establish a
time, not to exceed one year after the
state commission approves such relin-
quishment under this section, within
which such purchase or construction
shall be completed.

§54.207 Service areas.

(a) The term service area means a geo-
graphic area established by a state
commission for the purpose of deter-
mining universal service obligations
and support mechanisms. A service
area defines the overall area for which
the carrier shall receive support from
federal universal service support mech-
anisms.

(b) In the case of a service area
served by a rural telephone company,
service area means such company’s
“study area’ unless and until the Com-
mission and the states, after taking
into account recommendations of a
Federal-State Joint Board instituted
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under section 410(c) of the Act, estab-
lish a different definition of service
area for such company.

(c) If a state commission proposes to
define a service area served by a rural
telephone company to be other than
such company’s study area, the Com-
mission will consider that proposed
definition in accordance with the pro-
cedures set forth in this paragraph.

(1) A state commission or other party
seeking the Commission’s agreement
in redefining a service area served by a
rural telephone company shall submit
a petition to the Commission. The peti-
tion shall contain:

(i) The definition proposed by the
state commission; and

(ii) The state commission’s ruling or
other official statement presenting the
state commission’s reasons for adopt-
ing its proposed definition, including
an analysis that takes into account the
recommendations of any Federal-State
Joint Board convened to provide rec-
ommendations with respect to the defi-
nition of a service area served by a
rural telephone company.

(2) The Commission shall issue a Pub-
lic Notice of any such petition within
fourteen (14) days of its receipt.

(3) The Commission may initiate a
proceeding to consider the petition
within ninety (90) days of the release
date of the Public Notice.

(i) If the Commission initiates a pro-
ceeding to consider the petition, the
proposed definition shall not take ef-
fect until both the state commission
and the Commission agree upon the
definition of a rural service area, in ac-
cordance with paragraph (b) of this sec-
tion and section 214(e)(5) of the Act.

(ii) If the Commission does not act on
the petition within ninety (90) days of
the release date of the Public Notice,
the definition proposed by the state
commission will be deemed approved
by the Commission and shall take ef-
fect in accordance with state proce-
dures.

(d) The Commission may, on its own
motion, initiate a proceeding to con-
sider a definition of a service area
served by a rural telephone company
that is different from that company’s
study area. If it proposes such different
definition, the Commission shall seek
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the agreement of the state commission
according to this paragraph.

(1) The Commission shall submit a
petition to the state commission ac-
cording to that state commission’s pro-
cedures. The petition submitted to the
relevant state commission shall con-
tain:

(i) The definition proposed by the
Commission; and

(ii) The Commission’s decision pre-
senting its reasons for adopting the
proposed definition, including an anal-
ysis that takes into account the rec-
ommendations of any Federal-State
Joint Board convened to provide rec-
ommendations with respect to the defi-
nition of a service area served by a
rural telephone company.

(2) The Commission’s proposed defini-
tion shall not take effect until both the
state commission and the Commission
agree upon the definition of a rural
service area, in accordance with para-
graph (b) of this section and section
214(e)(b) of the Act.

(e) The Commission delegates its au-
thority under paragraphs (c) and (d) of
this section to the Chief, Wireline
Competition Bureau.

[62 FR 32948, June 17, 1997, as amended at 67
FR 13226, Mar. 21, 2002]

§54.209 Annual reporting require-
ments for designated eligible tele-
communications carriers.

(a) A common carrier designated
under section 214(e)(6) as an eligible
telecommunications carrier shall pro-
vide:

(1) A progress report on its five-year
service quality improvement plan, in-
cluding maps detailing its progress to-
wards meeting its plan targets, an ex-
planation of how much universal serv-
ice support was received and how it
was used to improve signal quality,
coverage, or capacity, and an expla-
nation regarding any network improve-
ment targets that have not been ful-
filled. The information shall be sub-
mitted at the wire center level;

(2) Detailed information on any out-
age, as that term is defined in 47 CFR
4.5, of at least 30 minutes in duration
for each service area in which an eligi-
ble telecommunications carrier is des-
ignated for any facilities it owns, oper-
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ates, leases, or otherwise utilizes that
potentially affect

(i) At least ten percent of the end
users served in a designated service
area; or

(ii) A 911 special facility, as defined
in 47 CFR 4.5(e).

(iii) Specifically, the eligible tele-
communications carrier’s annual re-
port must include information detail-
ing:

(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 af-
fected.

(3) The number of requests for service
from potential customers within the el-
igible telecommunications carrier’s
service areas that were unfulfilled dur-
ing the past year. The carrier shall also
detail how it attempted to provide
service to those potential customers,
as set forth in §54.202(a)(1)(1);

(4) The number of complaints per
1,000 handsets or lines;

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

(6) Certification that the carrier is
able to function in emergency situa-
tions as set forth in §54.201(a)(2);

(7) Certification that the carrier is
offering a local usage plan comparable
to that offered by the incumbent LEC
in the relevant service areas; and

(8) Certification that the carrier ac-
knowledges that the Commission may
require it to provide equal access to
long distance carriers in the event that
no other eligible telecommunications
carrier is providing equal access within
the service area.

(b) Filing deadlines. In order for a
common carrier designated under sec-
tion 214(e)(6) to continue to receive
support for the following calendar
year, or retain its eligible tele-
communications carrier designation, it
must submit the annual reporting in-
formation in paragraph (a) no later
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than October 1, 2006, and thereafter an-
nually by October 1 of each year. Eligi-
ble telecommunications carriers that
file their reports after the October 1
deadline shall receive support pursuant
to the following schedule:

(1) Eligible telecommunication car-
riers that file no later than January 1
of the subsequent year shall receive
support for the second, third and
fourth quarters of the subsequent year.

(2) Eligible telecommunication car-
riers that file no later than April 1 of
the subsequent year shall receive sup-
port for the third and fourth quarters
of the subsequent year.

(3) Eligible telecommunication car-
riers that file no later than July 1 of
the subsequent year shall receive sup-
port for the fourth quarter of the sub-
sequent year.

[70 FR 29978, May 25, 2005]

EFFECTIVE DATE NOTE: At 70 FR 29978, May
25, 2005, §54.209 was added. This text contains
information collection and recordkeeping re-
quirements and will not become effective
until approval has been given by the Office of
Manangement and Budget.

Subpart D—Universal Service
Support for High Cost Areas

§54.301 Local switching support.

(a) Calculation of local switching sup-
port. (1) Beginning January 1, 1998, an
incumbent local exchange carrier that
has been designated an eligible tele-
communications carrier and that
serves a study area with 50,000 or fewer
access lines shall receive support for
local switching costs using the fol-
lowing formula: the carrier’s projected
annual unseparated local switching
revenue requirement, calculated pursu-
ant to paragraph (d) of this section,
shall be multiplied by the local switch-
ing support factor. For purposes of this

I

Telecommunications Plant in Service (TPIS)

Telecommunications Plant—Other
General Support Assets
Central Office Assets

Central Office-switching, Category 3 (local switch-

ing).

Information Origination/termination Assets

Cable and Wire Facilities Assets
Amortizable Tangible Assets
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section, local switching costs shall be
defined as Category 3 local switching
costs under part 36 of this chapter.

(2) Local switching support factor. (i)
The local switching support factor
shall be defined as the difference be-
tween the 1996 weighted interstate
DEM factor, calculated pursuant to
§36.125(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
§36.125(f) of this chapter, the weighted
interstate DEM factor for 1997 or any
successive year would be reduced, that
lower weighted interstate DEM factor
shall be applied to the carrier’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 sup-
port factor shall not exceed 0.85. If the
sum of 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 Adminis-
trator. Bach incumbent local exchange
carrier that has been designated an eli-
gible 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 Ad-
ministrator shall use this information
to calculate the projected annual
unseparated local switching revenue
requirement pursuant to paragraph (d)
of this section.

Account 2001

Accounts 2002, 2003, 2005
Account 2110

Accounts 2210, 2220, 2230
Account 2210, Category 3

Account 2310
Account 2410
Account 2680



