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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 
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 
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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 
established within the service area pur-
suant to § 54.315. For a competitive eli-
gible telecommunications carrier serv-
ing loops in the service area of a non- 
rural telephone company, the carrier 
must report the number of working 
loops it serves in the service area, by 
customer class if the non-rural tele-
phone company receives Interstate 
Common Line Support pursuant to 
§ 54.901 and by disaggregation zone if 
disaggregation zones have been estab-
lished within the service area pursuant 
to § 54.315 of this subpart, and the num-
ber of working loops it serves in each 
wire center in the service area. For 
universal service support purposes, 
working loops are defined as the num-
ber of working Exchange Line C&WF 
loops used jointly for exchange and 
message telecommunications service, 
including C&WF subscriber lines asso-
ciated with pay telephones in C&WF 
Category 1, but excluding WATS closed 
end access and TWX service. Competi-
tive eligible telecommunications car-
riers providing mobile wireless service 
in an incumbent LEC’s service area 
shall use the customer’s billing address 
for purposes of identifying the service 
location of a mobile wireless customer 
in a service area. 

(c) A competitive eligible tele-
communications carrier must submit 
the data required pursuant to para-
graph (b) of this section according to 
the schedule. 

(1) No later than July 31st of each 
year, submit data as of December 31st 
of the previous calendar year; 

(2) No later than September 30th of 
each year, submit data as of March 31st 
of the existing calendar year; 

(3) No later than December 30th of 
each year, submit data as of June 30th 
of the existing calendar year; 

(4) No later than March 30th of each 
year, submit data as of September 30th 
of the previous calendar year. 

(d) Newly designated eligible tele-
communications carriers. Notwith-
standing the deadlines in paragraph (c) 
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of this section, a carrier shall be eligi-
ble to receive support as of the effec-
tive date of its designation as an eligi-
ble telecommunications carrier under 
section 214(e)(2) or (e)(6), provided that 
it submits the data required pursuant 
to paragraph (b) of this section within 
60 days of that effective date. There-
after, the eligible telecommunications 
carrier must submit the data required 
in paragraph (b) of this section pursu-
ant to the schedule in paragraph (c) of 
this section. 

(e) Support Beginning January 1, 2012. 
Competitive eligible telecommuni-
cations carriers will, beginning Janu-
ary 1, 2012, receive support based on the 
methodology described in this para-
graph and not based on paragraph (a) of 
this section. 

(1) Baseline Support Amount. Each 
competitive eligible telecommuni-
cation carrier will have a ‘‘baseline 
support amount’’ equal to its total 2011 
support in a given study area, or an 
amount equal to $3,000 times the num-
ber of reported lines for 2011, whichever 
is lower. Each competitive eligible 
telecommunications carrier will have a 
‘‘monthly baseline support amount’’ 
equal to its baseline support amount 
divided by twelve. 

(i) ‘‘Total 2011 support’’ is the 
amount of support disbursed to a com-
petitive eligible telecommunication 
carrier for 2011, without regard to prior 
period adjustments related to years 
other than 2011 and as determined by 
the Administrator on January 31, 2012. 

(ii) For the purpose of calculating the 
$3,000 per line limit, the average of 
lines reported by a competitive eligible 
telecommunication carrier pursuant to 
line count filings required for Decem-
ber 31, 2010, and December 31, 2011 shall 
be used. The $3,000 per line limit shall 
be applied to support amounts deter-
mined for each incumbent study area 
served by the competitive eligible tele-
communications carrier. 

(2) Monthly Support Amounts. Com-
petitive eligible telecommunications 
carriers shall receive the following sup-
port amounts, except as provided in 
paragraphs (e)(3) through (e)(6) of this 
section. 

(i) From January 1, 2012, to June 30, 
2012, each competitive eligible tele-
communications carrier shall receive 

its monthly baseline support amount 
each month. 

(ii) From July 1, 2012 to June 30, 2013, 
each competitive eligible tele-
communications carrier shall receive 
80 percent of its monthly baseline sup-
port amount each month. 

(iii) From July 1, 2013, to June 30, 
2014, each competitive eligible tele-
communications carrier shall receive 
60 percent of its monthly baseline sup-
port amount each month. 

(iv) From July 1, 2014, to June 30, 
2015, each competitive eligible tele-
communications carrier shall receive 
40 percent of its monthly baseline sup-
port amount each month. 

(v) From July 1, 2015, to June 30, 2016, 
each competitive eligible tele-
communications carrier shall receive 
20 percent of its monthly baseline sup-
port amount each month. 

(vi) Beginning July 1, 2016, no com-
petitive eligible telecommunications 
carrier shall receive universal service 
support pursuant to this section. 

(3) Delayed Phase Down for Remote 
Areas in Alaska. Certain competitive el-
igible telecommunications carriers 
serving remote areas in Alaska shall 
have their support phased down on a 
later schedule than that described in 
paragraph (e)(2) of this section. 

(i) Remote Areas in Alaska. For the 
purpose of this paragraph, ‘‘remote 
areas in Alaska’’ includes all of Alaska 
except; 

(A) The ACS-Anchorage incumbent 
study area; 

(B) The ACS-Juneau incumbent 
study area; 

(C) The fairbankszone1 
disaggregation zone in the ACS-Fair-
banks incumbent study area; and 

(D) The Chugiak 1 and 2 and Eagle 
River 1 and 2 disaggregation zones of 
the Matunuska Telephone Association 
incumbent study area. 

(ii) Carriers Subject to Delayed Phase 
Down. A competitive eligible tele-
communications carrier shall be sub-
ject to the delayed phase down de-
scribed in paragraph (e)(3) of this sec-
tion to the extent that it serves remote 
areas in Alaska, and it certified that it 
served covered locations in its Sep-
tember 30, 2011, filing of line counts 
with the Administrator. To the extent 
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a competitive eligible telecommuni-
cations carrier serving Alaska is not 
subject to the delayed phase down, it 
will be subject to the phase down of 
support on the schedule described in 
paragraph (e)(2) of this section. 

(iii) Baseline for Delayed Phase Down. 
For purpose of the delayed phase down 
for remote areas in Alaska, the base-
line amount for each competitive eligi-
ble telecommunications carrier subject 
to the delayed phase down shall be the 
annualized monthly support amount 
received for June 2014 or the last full 
month prior to the implementation of 
Mobility Fund Phase II, whichever is 
later. 

(iv) Monthly Support Amounts. Com-
petitive eligible telecommunications 
carriers subject to the delayed phase 
down for remote areas in Alaska shall 
receive the following support amounts, 
except as provided in paragraphs (e)(4) 
through (e)(6) of this section. 

(A) From July 1, 2014 to June 30, 2015, 
each competitive eligible tele-
communications carrier shall receive 
80 percent of its monthly baseline sup-
port amount each month. 

(B) From July 1, 2015, to June 30, 
2016, each competitive eligible tele-
communications carrier shall receive 
60 percent of its monthly baseline sup-
port amount each month. 

(C) From July 1, 2016, to June 30, 2017, 
each competitive eligible tele-
communications carrier shall receive 
40 percent of its monthly baseline sup-
port amount each month. 

(D) From July 1, 2017, to June 30, 
2018, each competitive eligible tele-
communications carrier shall receive 
20 percent of its monthly baseline sup-
port amount each month. 

(E) Beginning July 1, 2018, no com-
petitive eligible telecommunications 
carrier serving remote areas in Alaska 
shall receive universal service support 
pursuant to this section. 

(v) Interim Support for Remote Areas in 
Alaska. From January 1, 2012, until 
June 30, 2014 or the last full month 
prior to the implementation of Mobil-
ity Fund Phase II, whichever is later, 
competitive eligible telecommuni-
cations carriers subject to the delayed 
phase down for remote areas in Alaska 
shall continue to receive the support, 
as calculated by the Administrator, 

that each competitive telecommuni-
cations carrier would have received 
under the frozen per-line support 
amount as of December 31, 2011 capped 
at $3,000 per year, provided that the 
total amount of support for all such 
competitive eligible telecommuni-
cations carriers shall be capped pursu-
ant to paragraph (e)(3)(v)(A) of this sec-
tion. 

(A) Cap Amount. The total amount of 
support available on an annual basis 
for competitive eligible telecommuni-
cations carriers subject to the delayed 
phase down for remote areas in Alaska 
shall be equal to the sum of ‘‘total 2011 
support,’’ as defined in paragraph 
(e)(1)(i) of this section, received by all 
competitive eligible telecommuni-
cations carriers subject to the delayed 
phase down for serving remote areas in 
Alaska. 

(B) Reduction Factor. To effectuate 
the cap, the Administrator shall apply 
a reduction factor as necessary to the 
support that would otherwise be re-
ceived by all competitive eligible tele-
communications carriers serving re-
mote areas in Alaska subject to the de-
layed phase down. The reduction factor 
will be calculated by dividing the total 
amount of support available amount by 
the total support amount calculated 
for those carriers in the absence of the 
cap. 

(4) Further reductions. If a competi-
tive eligible telecommunications car-
rier ceases to provide services to high- 
cost areas it had previously served, the 
Commission may reduce its baseline 
support amount. 

(5) Implementation of Mobility Fund 
Phase II Required. In the event that the 
implementation of Mobility Fund 
Phase II has not occurred by June 30, 
2014, competitive eligible telecommuni-
cations carriers will continue to re-
ceive support at the level described in 
paragraph (e)(2)(iii) of this section 
until Mobility Fund Phase II is imple-
mented. In the event that Mobility 
Fund Phase II for Tribal lands is not 
implemented by June 30, 2014, competi-
tive eligible telecommunications car-
riers serving Tribal lands shall con-
tinue to receive support at the level de-
scribed in paragraph (e)(2)(iii) of this 
section until Mobility Fund Phase II 
for Tribal lands is implemented, except 
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that competitive eligible telecommuni-
cations carriers serving remote areas 
in Alaska and subject to paragraph 
(e)(3) of this section shall continue to 
receive support at the level described 
in paragraph (e)(3)(v) of this section. 

(6) Eligibility after Implementation of 
Mobility Fund Phase II. If a competitive 
eligible telecommunications carrier be-
comes eligible to receive high-cost sup-
port pursuant to the Mobility Fund 
Phase II, it will cease to be eligible for 
phase-down support in the first month 
for which it receives Mobility Fund 
Phase II support. 

(7) Line Count Filings. Competitive el-
igible telecommunications carriers, ex-
cept those subject to the delayed phase 
down described in paragraph (e)(3) of 
this section, shall no longer be required 
to file line counts beginning January 1, 
2012. Competitive eligible tele-
communications carriers subject to the 
delayed phase down described in para-
graph (e)(3) of this section shall no 
longer be required to file line counts 
beginning July 1, 2014, or the date after 
the first line count filing following the 
implementation of Mobility Fund 
Phase II, whichever is later. 

[62 FR 32948, June 17, 1997, as amended at 63 
FR 2128, Jan. 13, 1998; 64 FR 67431, Dec. 1, 
1999; 65 FR 26516, May 8, 2000; 66 FR 30087, 
June 5, 2001; 66 FR 59726, Nov. 30, 2001; 68 FR 
31623, May 28, 2003; 69 FR 34602, June 22, 2004; 
70 FR 29979, May 25, 2005; 76 FR 73871, Nov. 29, 
2011; 77 FR 14302, Mar. 9, 2012; 77 FR 30913, 
May 24, 2012; 77 FR 52618, Aug. 30, 2012] 

§ 54.309 Connect America Fund Phase 
II Public Interest Obligations. 

(a) A price cap carrier electing Phase 
II model-based support is required to 
provide broadband service at actual 
speeds of at least 4 Mbps downstream/1 
Mbps upstream, with latency suitable 
for real-time applications, including 
Voice over Internet Protocol, and 
usage capacity that is reasonably com-
parable to comparable offerings in 
urban areas, at rates that are reason-
able comparable to rates for com-
parable offerings in urban areas. 

(b) In addition, a price cap carrier 
electing Phase II model-based support 
is required to provide broadband serv-
ice with actual speeds of at least 6 
Mbps downstream to a specified num-
ber of locations, and upstream speeds 
of at least 1.5 Mbps to a specified num-

ber of locations, as determined by the 
Wireline Competition Bureau. 

[79 FR 11335, Feb. 28, 2014] 

§ 54.310 Connect America Fund for 
Price Cap Territories—Phase II 

(a) Geographic areas eligible for sup-
port. Connect America Phase II support 
may be made available for census 
blocks or other areas identified as eli-
gible by public notice, including loca-
tions identified by the forward-looking 
cost model as extremely high-cost. The 
number of supported locations will be 
identified for each area eligible for sup-
port will be identified by public notice. 

(b) Term of support. Connect America 
Phase II model-based support shall be 
provided to price cap carriers that 
elect to make a state-wide commit-
ment for five years. Connect America 
Phase II support awarded through a 
competitive bidding process shall be 
provided for ten years. 

(c) Deployment schedule. Recipients of 
Phase II funding must complete de-
ployment to 85% of supported locations 
within three years of notification of 
Phase II support authorization and to 
100% of supported locations within five 
years of notification of Phase II sup-
port authorization. For purposes of 
meeting the obligation to deploy to the 
requisite number of supported loca-
tions, incumbent price cap carriers ac-
cepting a state-level commitment may 
serve locations in census blocks with 
costs above the extremely high-cost 
threshold instead of locations in eligi-
ble census blocks, provided that they 
meet the public interest obligations set 
forth in § 54.309 for those locations, and 
provided that the total number of loca-
tions covered is greater than or equal 
to the number of locations in the eligi-
ble census blocks for which the state- 
level commitment is made. 

(d) Disbursement of Phase II funding. 
An eligible telecommunications carrier 
will be advised by public notice when it 
is authorized to receive support. The 
public notice will detail how disburse-
ments will be made. 

(e) Provider eligibility. Any eligible 
telecommunications carrier is eligible 
to receive Connect America Phase II 
support in eligible areas. 
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