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(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
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.

(5) 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.

(6) For a period of five years fol-
lowing the implementation of para-
graph (a) of this section, the total eli-
gible annual operating expenses per lo-
cation in paragraph (a) shall be ad-
justed annually to account for changes
to the Department of Commerce’s
Gross Domestic Product Chain-type
Price Index (GDP-CPI).

(7) For those study areas where a ma-
jority of the housing units are on Trib-
al lands, as determined by the Wireline
Competition Bureau, and meet the fol-
lowing conditions, total eligible annual
operating expenses per location shall
be limited by calculating Exp (Y + 2.5
* mean square error of the regression):
The carrier serving the study area has
not deployed broadband service of 10
Mbps download/l Mbps upload to 90 per-
cent or more of the housing units on
the Tribal lands in its study area and
unsubsidized competitors have not de-
ployed broadband service of 10 Mbps
download/l Mbps upload to 85 percent
or more of the housing units on the
Tribal lands in its study area.
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(b) [Reserved]

[81 FR 24337, Apr. 25, 2016, as amended at 82
FR 14339, Mar. 20, 2017; 82 FR 16127, Apr. 3,
2017; 82 FR 22903, May 19, 2017; 83 FR 18964,
May 1, 2018 ;83 FR 30884, July 2, 2018; 84 FR
4730, Feb. 19, 2019]

EDITORIAL NOTE: At 83 FR 18950, 18964, May
1, 2018, §54.303 was amended by adding para-
graph (a)(6), however, the agency provided
two different (a)(6)’s and we were not sure
which one to add correctly, so the amend-
ment could not be incorporated due to inac-
curate amendatory instruction.

§54.304 Administration of Connect
America Fund Intercarrier Com-
pensation Replacement.

(a) The Administrator shall admin-
ister CAF ICC support pursuant to
§51.915 and §51.917 of this chapter.

(b) The funding period is the period
beginning July 1 through June 30 of the
following year.

(c) For price cap carriers that are eli-
gible and elect, pursuant to §51.915(f) of
this chapter, to receive CAF ICC sup-
port, the following provisions govern
the filing of data with the Adminis-
trator, the Commission, and the rel-
evant state commissions and the pay-
ment by the Administrator to those
carriers of CAF ICC support amounts
that the carrier is eligible to receive
pursuant to §51.915 of this chapter.

(1) A Price Cap Carrier seeking CAF
ICC support pursuant to §51.915 of this
chapter shall file data with the Admin-
istrator, the Commission, and the rel-
evant 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 subse-
quent years, establishing the amount
of the Price Cap Carrier’s eligible CAF
ICC funding during the upcoming fund-
ing period pursuant to §51.915 of this
chapter. The amount shall include any
true-ups, pursuant to §51.915 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 eligi-
ble to receive during that funding pe-
riod.

(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
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Administrator, the Commission, and
the relevant state commaissions 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
shall not be used to determine support
for any price cap incumbent local ex-
change carrier or a rate-of-return car-
rier, as that term is defined in §54.5,
that is affiliated with a price cap in-
cumbent 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-
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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
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
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