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(d) For rate-of-return carriers that 
are eligible and elect, pursuant to 
§ 51.917(f) of this chapter, to receive 
CAF ICC support, the following provi-
sions 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 eligi-
ble to receive pursuant to § 51.917 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 Commis-
sion, in subsequent years, establishing 
the Rate-of-Return Carrier’s projected 
eligibility for CAF ICC funding during 
the upcoming funding period pursuant 
to § 51.917 of this chapter. The projected 
amount shall include any true-ups, 
pursuant to § 51.917 of this chapter, as-
sociated 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] 

§ 54.305 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 in-
terim hold-harmless support, pursuant 
to § 54.311, for the non-rural carriers 
subject to the transaction. After De-
cember 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-re-
turn carrier, as that term is defined in 
§ 54.5 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 pursu-
ant to this paragraph or support based 
on the actual costs of the acquired ex-
changes, whichever is less. Except as 
provided in paragraph (c) of this sec-
tion, 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 ac-
quired exchanges are incorporated into 
an existing rural incumbent local ex-
change carrier study area, the rural in-
cumbent local exchange carrier shall 
maintain the costs associated with the 
acquired exchanges separate from the 
costs associated with its pre-acquisi-
tion study area. The transferred ex-
changes may be eligible for safety 
valve support for loop related costs 
pursuant to paragraph (d) of this sec-
tion. 

(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 uni-
versal service support for the newly ac-
quired lines based upon the average 
cost of all of its lines, both those newly 
acquired and those it had prior to exe-
cution of the sales agreement. 

(d) Transferred exchanges in study 
areas operated by rural telephone com-
panies that are subject to the limita-
tions 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 ex-
pense 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 ex-
change 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 Janu-
ary 10, 2005, from an unaffiliated car-
rier, the index year expense adjustment 
for the acquiring carrier’s first year of 
operation shall equal the selling car-
rier’s loop-related expense adjustment 
for the transferred exchanges for the 
12-month period prior to the transfer of 
the exchanges. At the acquiring car-
rier’s option, the first year of operation 
for the transferred exchanges, for pur-
poses of calculating safety valve sup-
port, shall commence at the beginning 
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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 ac-
quired exchanges submitted in accord-
ance with §§ 54.1305 and 54.1306, shall be 
calculated pursuant to § 54.1310 and 
then compared to the index year ex-
pense adjustment. Safety valve support 
for the first period of operation will 
then be calculated pursuant to para-
graph (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 trans-
ferred exchanges. Such cost data for 
the first year of operation shall be cal-
culated in accordance with §§ 54.1305, 
54.1306, and 54.1310. For each year, end-
ing 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 there-
after will then be calculated pursuant 
to paragraph (d)(3) of this section. 

(2) For carriers that bought or ac-
quired exchanges from an unaffiliated 
carrier before January 10, 2005, and are 
not subject to the exception in para-
graph (c) of this section, the index year 
expense adjustment for acquired ex-
change(s) shall be equal to the rural in-
cumbent 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 com-
mence at the beginning of either the 
first calendar year or the next calendar 
quarter following the transfer of ex-
changes. The index year expense ad-
justment shall be determined using 
cost data for the acquired exchange(s) 
submitted in accordance with §§ 54.1305 
and 54.1306 and shall be calculated in 
accordance with § 54.1310. The index 
year expense adjustment for rural tele-
phone 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 sub-
mitted in accordance with § 54.1306 for 
the year ending on the nearest cal-
endar 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 ex-
changes, will be calculated pursuant to 
§ 54.1310 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 trans-
ferred exchanges loop cost expense ad-
justment 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 car-
rier pursuant to paragraph (b) of this 
section. In no event shall a study 
area’s safety valve loop cost expense 
adjustment exceed the difference be-
tween the carrier’s study area loop cost 
expense adjustment calculated pursu-
ant to § 54.1310 and transferred support 
amounts available to the acquired ex-
change(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 tele-
phone 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 adjust-
ments calculated pursuant to § 54.1310. 
The percentage multiplier used to de-
rive study area safety valve loop cost 
expense adjustments for rural tele-
phone companies shall be the lesser of 
fifty (50) percent or a percentage cal-
culated to produce the maximum total 
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safety valve loop cost expense adjust-
ment for all eligible study areas pursu-
ant to this paragraph. The safety valve 
loop cost expense adjustment of an in-
dividual rural incumbent local ex-
change carrier also may be further re-
duced as described in paragraph (d)(3) 
of this section. 

(f) Once an acquisition is complete, 
the acquiring rural incumbent local ex-
change carrier shall provide written 
notice to the Administrator that it has 
acquired access lines that may be eligi-
ble for safety valve support. Rural tele-
phone companies also shall provide 
written notice to the Administrator de-
fining 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] 

§ 54.307 Support to a competitive eligi-
ble telecommunications carrier. 

(a) Calculation of support. A competi-
tive eligible telecommunications car-
rier shall receive universal service sup-
port to the extent that the competitive 
eligible telecommunications carrier 
captures the subscriber lines of an in-
cumbent local exchange carrier (LEC) 
or serves new subscriber lines in the in-
cumbent LEC’s service area. 

(1) A competitive eligible tele-
communications carrier serving loops 
in the service area of a rural incum-
bent local exchange carrier, as that 
term is defined in § 54.5 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 estab-
lished within the service area pursuant 
to § 54.315 of this subpart. A competi-
tive eligible telecommunications car-
rier 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 cen-
ter based on the support the incumbent 
LEC would receive for each such line. A 
competitive eligible telecommuni-
cations 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 tele-
communications carrier that uses 
switching purchased as unbundled net-
work elements pursuant to § 51.307 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 com-
petitive eligible telecommunications 
carrier that uses loops purchased as 
unbundled network elements pursuant 
to § 51.307 of this chapter to provide the 
supported services shall receive the 
lesser of the unbundled network ele-
ment price for the loop or the incum-
bent LEC’s per-line payment from the 
high-cost loop support, LTS, and Inter-
state Common Line Support mecha-
nisms, if any. The incumbent LEC pro-
viding nondiscriminatory access to 
unbundled network elements to such 
competitive eligible telecommuni-
cations carrier shall receive the dif-
ference between the level of universal 
service support provided to the com-
petitive eligible telecommunications 
carrier and the per-customer level of 
support that the incumbent LEC would 
have received. 

(3) A competitive eligible tele-
communications 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 re-
ceive the full amount of universal serv-
ice support that the incumbent LEC 
would have received for that customer. 

(b) In order to receive support pursu-
ant to this subpart, a competitive eligi-
ble telecommunications carrier must 
report to the Administrator the num-
ber of working loops it serves in a serv-
ice area pursuant to the schedule set 
forth in paragraph (c) of this section. 
For a competitive eligible tele-
communications carrier serving loops 
in the service area of a rural incum-
bent local exchange carrier, as that 
term is defined in § 54.5, 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 

VerDate Sep<11>2014 10:11 Nov 23, 2015 Jkt 235211 PO 00000 Frm 00146 Fmt 8010 Sfmt 8010 Y:\SGML\235211.XXX 235211js
ta

llw
or

th
 o

n 
D

S
K

7T
P

T
V

N
1P

R
O

D
 w

ith
 C

F
R


		Superintendent of Documents
	2020-01-22T01:35:43-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




