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(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
the agreement of the state commission
according to this paragraph.

(1) The Commission shall submit a
petition to the state commission ac-
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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)(5) 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]

Subpart D—Universal Service
Support for High Cost Areas

§54.302 Monthly per-line limit on uni-
versal service support.

(a) Beginning July 1, 2012 and until
June 30, 2013, each study area’s uni-
versal service monthly support (not in-
cluding Connect America Fund support
provided pursuant to §54.304) on a per-
line basis shall not exceed $250 per-line
plus two-thirds of the difference be-
tween its uncapped per-line monthly
support and $250. Beginning July 1, 2013
and until June 30, 2014, each study
area’s universal service monthly sup-
port on a per-line basis shall not exceed
$250 per-line plus one third of the dif-
ference 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, uni-
versal service support is defined as the
sum of the amounts calculated pursu-
ant to §§54.1304 and 54.1310, and §§54.305,
and 54.901 through 54.904. Line counts
for purposes of this section shall be as

134



Federal Communications Commission

of the most recent line counts reported
pursuant to §54.1306(i).

(¢c) The Administrator, in order to
limit support to $250 for affected car-
riers, shall reduce safety net additive
support, high-cost loop support, safety
valve support, and interstate common
line support in proportion to the rel-
ative 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]

§54.303 Eligible Capital
and Operating Expenses.

(a) Eligible Operating Expenses. Each
study area’s eligible operating ex-
penses for purposes of calculating uni-
versal service support pursuant to sub-
parts K and M of this part shall be ad-
justed as follows:

(1) Total eligible annual operating
expenses per location shall be limited
as follows plus one standard deviation:

Y = o+ BiX; + BXs + BaX,

Where:

Y = is the natural log of the total operating
cost per housing unit,

o is the coefficient on the constant

B is the regression coefficient for each of the
regressions,

X, is the natural log of the number of hous-
ing units in the study area,

X, is the natural log of the number of den-
sity (number of housing units per square
mile), and

X3 is the square of the natural log of the den-
sity

Investment

(2) Eligible operating expenses are
the sum of Cable and Wire Facilities
Expense, Central Office Equipment Ex-
pense, Network Support and General
Expense, Network Operations Expense,
Limited Corporate Operations Expense,
Information Origination/Termination
Expense, Other Property Plant and
Equipment Expenses, Customer Oper-
ations Expense: Marketing, and Cus-
tomer Operations Expense: Services.

(3) For purposes of this section, the
number of housing units will be deter-
mined per the most recently available
U.S Census data for each census block
in that study area. If a census block is
partially within a study area, the num-
ber of housing units in that portion of
the census block will be determined
based upon the percentage geographic

§54.303

area of the census block within the
study area.

(4) Notwithstanding the provisions of
paragraph (a) of this section, total eli-
gible annual operating expenses for
2016 will be limited to the total eligible
annual operating expenses as defined in
this section plus one half of the
amount of total eligible annual ex-
pense as calculated prior to the appli-
cation of this section.

(6) For any study area subject to the
limitation described in this paragraph,
a required percentage reduction will be
calculated for that study area’s total
eligible annual operating expenses.
Each category or account used to de-
termine that study area’s total eligible
annual operating expenses will then be
reduced by this required percentage re-
duction.

(b) Loop Plant Investment allowances.
Data submitted by rate-of-return car-
riers for purposes of obtaining high-
cost support under subparts K and M of
this part may include any Loop Plant
Investment as described in paragraph
(c)(1) of this section and any Excess
Loop Plant Investment as described in
paragraph (h) of this section, but may
not include amounts in excess of the
Annual Allowed Loop Plant Invest-
ment (AALPI) as described in para-
graph (d) of this section. Amounts in
excess of the AALPI will be removed
from the categories or accounts de-
scribed in paragraph (c)(1) of this sec-
tion either on a direct basis when the
amounts of the new loop plant invest-
ment can be directly assigned to a cat-
egory or account, or on a pro-rata basis
in accordance with each category or
account’s proportion to the total
amount in each of the categories and
accounts described in paragraph (c)(1)
of this section when the new loop plant
cannot be directly assigned. This limi-
tation shall apply only with respect to
Loop Plant Investment incurred after
the effective date of this rule. If a car-
rier’s required Loop Plant Investment
exceeds the limitations set forth in
this section as a result of deployment
obligations in §54.308(a)(2), the carrier’s
Total Allowed Loop Plant Investment
will be increased to the actual Loop
Plant Investment required by the car-
rier’s deployment obligations, subject
to the limitations of the Construction
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