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Federal Communications Commission §54.422

annually in the aggregate, on a holding
company basis, in Lifeline reimburse
ments must obtain a third party bien
nial audit of their compliance with the
rules in this subpart. Such engage
ments shall be agreed upon perform
ance attestations to assess the com

pany's overall compliance with rules
and the company's internal controls re
garding these regulatory requirements.
(1) For purposes of the $5 million

threshold, a holding company consists
of operating companies and affiliates,
as that term is defined in section 3(2) of
the Communications Act of 1934. as
amended, that are eligible tele
communications carriers.

(2) The initial audit must be com
pleted one year after the Commission
issues a standardized audit plan out
lining the scope of the engagement and
the extent of compliance testing to be
performed by third-party auditors and
shall be conducted every two years
thereafter, unless directed otherwise
by the Commission. The following min
imum requirements shall apply:
(i) The audit must be conducted by a

licensed certified public accounting
firm that is independent of the carrier.
(ii) The engagement shall be con

ducted consistent with government ac
counting standards (GAGAS).
(3) The certified public accounting

firm shall submit to the Commission

any rule interpretations necessary to
complete the biennial audit, and the
Administrator shall notify all firms
subject to the biennial audit require
ment of such requests. The audit issue
will be noted, but not held as a nega
tive finding, in future audit reports for
all carriers subject to this requirement
unless and until guidance has been pro
vided by the Commission.
(4) Within 60 days after completion of

the audit work, but prior to finaliza-
tion of the report, the third party audi
tor shall submit a draft of the audit re

port to the Commission and the Ad
ministrator. who shall be deemed au

thorized users of such reports. Final
ized audit reports must be provided to
the Commission, the Administrator,
and relevant states and Tribal govern
ments within 30 days of the issuance of
the final audit report. The reports will
not be considered or deemed confiden

tial.

(5) Delegated authority. The Wireline
Competition Bureau and the Office of
Managing Director have delegated au
thority to perform the functions speci
fied in paragraphs (a)(2) and (a)(3) of
this section.

(b) Audit requirements for new eligible
telecommunications carriers. After a

company is designated for the first
time in any state or territory, the Ad
ministrator will audit that new eligible
telecommunications carrier to assess

its overall compliance with the rules in
this subpart and the company's inter
nal controls regarding these regulatory
requirements. This audit should be
conducted within the carrier's first

twelve months of seeking federal low-
income Universal Service Fund sup
port, unless otherwise determined by
the Office of Managing Director.

[77 FR 12974. Mar. 2. 2012, as amended at 77

PR 38534. June 28. 2012: 81 FR 33094. May 24.
2016]

§54.422 Annual reporting for eligible
telecommunications carriers that
receive low-income support.

(a) In order to receive support under
this subpart. an eligible telecommuni
cations carrier must annually report:

(1) The company name, names of the
company's holding company, operating
companies and affiliates, and any
branding (a "dba," or "doing-business-
as company" or brand designation) as
well as relevant universal service iden

tifiers for each such entity by Study.
Area Code. For purposes of this para
graph. "affiliates" has the meaning set
forth in section 3(2) of the Communica
tions Act of 1934. as amended; and

(2) Information describing the terms
and conditions of any voice telephony
service plans offered to Lifeline sub
scribers. including details on the num
ber of minutes provided as part of the
plan, additional charges, if any. for toll
calls, and rates for each such plan. To
the extent the eligible telecommuni
cations carrier offers plans to Lifeline
subscribers that are generally available
to the public, it may provide summary
information regarding such plans, such
as a link to a public Web site outlining
the terms and conditions of such plans.
(b) In order to receive support under

this subpart. a common carrier that is
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designated as an eligible telecommuni
cations carrier under section 214(e)(6)
of the Act and does not receive support
under subpart D of this part must an
nually provide:
(1) Detailed information on any out

age 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 the eligible tele
communications carrier is designated
for any facilities it owns, operates,
leases, or otherwise utilizes that poten
tially affect
(1) 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;
(0) 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.

(2) The number of complaints per
1,000 connections (fixed or mobile) in
the prior calendar year;
(3) Certification of compliance with

applicable minimum service standards,
as set forth in §54.408, service quality
standards, and consumer protection
rules;
(4) Certification that the carrier is

able to function in emergency situa
tions as set forth in § 54.202(a)(2).
(c) All reports required by this sec

tion must be filed with the Office of the

Secretary of the Commission, and with
the Administrator. Such reports must
also be filed with the relevant state

commissions and the relevant author

ity in a U.S. territory or Tribal govern
ments, as appropriate.

[77 PR 38534, June 28, 2012, as amended at 81
PR 33095, May 24, 2016]

§54.423 Budget.

(a) Amount of the annual budget. The
initial annual budget on federal uni

versal support for the Lifeline program
shall be $2.25 billion.
(1) Inflation increase. In funding year

2016 and subsequent funding years, the
$2.25 billion funding cap on federal uni
versal service support for Lifeline shall
be automatically increased annually to
take into account increases in the rate

of inflation as calculated in paragraph
(a)(2) of this section.
(2) Increase calculation. To measure

increases in the rate of inflation for

the purposes of paragraph (a) of this
section, the Commission shall use the
Consumer Price Index for all items

from the Department of Labor, Bureau
of Labor Statistics. To compute the an
nual increase as required by this para
graph (a), the percentage increase in
the Consumer Price Index from the pre
vious year will be used. For instance,
the annual increase in the Consumer

Price Index from 2015 to 2016 would be

used for the 2017 funding year. The in
crease shall be rounded to the nearest

0.1 percent by rounding 0.05 percent and
above to the next higher 0.1 percent
and otherwise rounding to the next
lower 0.1 percent. This percentage in
crease shall be added to the amount of

the annual funding cap from the pre
vious funding year. If the yearly aver
age Consumer Price Index decreases or
stays the same, the annual funding cap
shall remain the same as the previous
year.

(3) The Wireline Competition Bureau
shall issue a public notice on or before
July 31 containing the results of the
calculations described in § 54.403(a)(2)
and setting the budget for the upcom
ing year beginning on January 1.
(b) If spending in the Lifeline pro

gram meets or exceeds 90 percent of the
Lifeline budget in a calendar year, the
Wireline Competition Bureau shall pre
pare a report evaluating program dis
bursements and describing the reasons
for the program's growth along with
any other information relevant to the
operation of the Lifeline program. The
Bureau shall submit the report to the
Commission by July 31st of the fol
lowing year.

[81 FR 33095, May 24, 2016]

Effective Date Note: At 81 FR 33095, May
24, 2016, §54.423 was added. This section con

tains information collection and record-

keeping requirements and will not become
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