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Federal Communications Commission § 36.604 

the new universal service system dis-
cussed in part 54 of this chapter. Effec-
tive January 1, 2012, this subpart will 
only apply to incumbent local ex-
change carriers that are rate-of-return 
carriers not affiliated, as ‘‘affiliated 
companies’’ are defined in § 32.9000 of 
this chapter, with price cap local ex-
change carriers. Rate-of-return carriers 
and price cap local exchange carriers 
are defined pursuant to § 54.5 and 
§ 61.3(aa) of this chapter, respectively. 

(b) The expense adjustment will be 
computed on the basis of data for a pre-
ceding calendar year which may be up-
dated at the option of the carrier pur-
suant to § 36.612(a). 

[52 FR 17229, May 6, 1987, as amended at 56 
FR 27422, June 14, 1991; 58 FR 69242, Dec. 30, 
1993; 61 FR 34376, July 2, 1996; 62 FR 32947, 
June 17, 1997; 62 FR 40748, July 30, 1997; 63 FR 
2124, Jan. 13, 1998; 64 FR 30924, June 9, 1999; 64 
FR 67430, Dec. 1, 1999; 65 FR 78992, Dec. 18, 
2000; 66 FR 30085, June 5, 2001; 76 FR 73853, 
Nov. 29, 2011] 

§ 36.603 Calculation of incumbent local 
exchange carrier portion of nation-
wide loop cost expense adjustment 
for rate-of-return carriers. 

(a) Beginning January 1, 2003, the an-
nual amount of the rural incumbent 
local exchange carrier portion of the 
nationwide loop cost expense adjust-
ment calculated pursuant to this sub-
part F shall not exceed the amount of 
the total rural incumbent local ex-
change carrier loop cost expense ad-
justment for the immediately pre-
ceding calendar year, multiplied times 
one plus the Rural Growth Factor cal-
culated pursuant to § 36.604. Beginning 
January 1, 2012, the total annual 
amount of the incumbent local ex-
change carrier portion of the nation-
wide loop cost expense adjustment 
shall not exceed the expense adjust-
ment calculated for rate-of-return reg-
ulated carriers pursuant to this para-
graph. Beginning January 1, 2012, rate- 
of-return local exchange carriers shall 
not include rate-of-return carriers af-
filiated with price cap local exchange 
carriers as set forth in § 36.601(a) of this 
subpart. Beginning January 1, 2013, and 
each calendar year thereafter, the total 
annual amount of the incumbent local 
exchange carrier portion of the nation-
wide loop cost expense adjustment 
shall not exceed the amount for the im-

mediately preceding calendar year, 
multiplied times one plus the Rural 
Growth Factor calculated pursuant to 
§ 36.604. 

(b) The annual rural incumbent local 
exchange carrier portion of the nation-
wide loop cost expense adjustment 
shall be reduced to reflect the transfer 
of rural incumbent local exchange car-
rier access lines that are eligible for 
expense adjustments pursuant to 
§ 36.631. The reduction shall equal the 
amount of the § 36.631 expense adjust-
ment available to the transferred ac-
cess lines at the time of the transfer 
and shall be effective in the next cal-
endar quarter after the access lines are 
transferred. 

(c) Safety net additive support cal-
culated pursuant to § 36.605, and trans-
ferred high-cost support and safety 
valve support calculated pursuant to 
§ 54.305 of this chapter shall not be in-
cluded in the rural incumbent local ex-
change carrier portion of the annual 
nationwide loop cost expense adjust-
ment. 

[66 FR 30085, June 5, 2001, as amended at 67 
FR 44083, July 1, 2002; 76 FR 73853, Nov. 29, 
2011] 

§ 36.604 Calculation of the rural 
growth factor. 

(a) Until July 30, 2012, the Rural 
Growth Factor (RGF) is equal to the 
sum of the annual percentage change 
in the United States Department of 
Commerce’s Gross Domestic Product— 
Chained Price Index (GPD–CPI) plus 
the percentage change in the total 
number of rural incumbent local ex-
change carrier working loops during 
the calendar year preceding the July 
31st filing submitted pursuant to 
§ 36.611. The percentage change in total 
rural incumbent local exchange carrier 
working loops shall be based upon the 
difference between the total number of 
rural incumbent local exchange carrier 
working loops on December 31 of the 
calendar year preceding the July 31st 
filing and the total number of rural in-
cumbent local exchange carrier work-
ing loops on December 31 of the second 
calendar year preceding that filing, 
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both determined by the company’s sub-
missions pursuant to § 36.611. Loops ac-
quired by rural incumbent local ex-
change carriers shall not be included in 
the RGF calculation. 

(b) Beginning July 31, 2012, pursuant 
to § 36.601(a) of this subpart, the cal-
culation of the Rural Growth Factor 
shall not include price cap carrier 
working loops and rate-of-return local 
exchange carrier working loops of com-
panies that were affiliated with price 
cap carriers during the calendar year 
preceding the July 31st filing sub-
mitted pursuant to § 36.611. 

[76 FR 73853, Nov. 29, 2011] 

§ 36.605 Calculation of safety net addi-
tive. 

(a) ‘‘Safety net additive support.’’ Be-
ginning January 1, 2012, only those 
local exchange carriers that qualified 
in 2010 or earlier, based on 2009 or prior 
year costs, shall be eligible to receive 
safety net additive pursuant to para-
graph (c) of this section. Local ex-
change carriers shall not receive safety 
net additive for growth of Tele-
communications Plant in Service in 
2011, as compared to 2010. A local ex-
change carrier qualifying for safety net 
additive shall no longer receive safety 
net additive after January 1, 2012 un-
less the carrier’s realized total growth 
in Telecommunications Plant in Serv-
ice was more than 14 percent during 
the qualifying period, defined as 2010 or 
earlier, pursuant to paragraph (c) of 
this section. A local exchange carrier 
qualifying for safety net additive that 
fails to meet the requirements set 
forth in the preceding sentence will re-
ceive 50 percent of the safety net addi-
tive that it otherwise would have re-
ceived pursuant to this rule in 2012 and 
will cease to receive safety net additive 
in 2013 and thereafter. 

(b) Calculation of safety net additive 
support for companies that qualified prior 
to 2011: Safety net additive support is 
equal to the amount of capped support 
calculated pursuant to this subpart F 
in the qualifying year minus the 
amount of support in the year prior to 
qualifying for support subtracted from 
the difference between the uncapped 
expense adjustment for the study area 
in the qualifying year minus the un-
capped expense adjustment in the year 

prior to qualifying for support as 
shown in the following equation: 

Safety net additive support = (Un-
capped support in the qualifying 
year ¥ Uncapped support in the 
base year) ¥ (Capped support in the 
qualifying year ¥ Amount of sup-
port received in the base year). 

(c) Operation of safety net additive sup-
port for companies that qualified prior to 
2011: (1) In any year in which the total 
carrier loop cost expense adjustment is 
limited by the provisions of § 36.603 a 
rate-of-return incumbent local ex-
change carrier, as set forth in § 36.601(a) 
of this subpart, shall receive safety net 
additive support as calculated in para-
graph (b) of this section, if in any 
study area, the rural incumbent local 
exchange carrier realizes growth in end 
of period Telecommunications Plant in 
Service (TPIS), as prescribed in § 32.2001 
of this chapter, on a per loop basis, of 
at least 14 percent more than the study 
area’s TPIS per loop investment at the 
end of the prior period. 

(2) If paragraph (c)(1) of this section 
is met, the rural incumbent local ex-
change carrier must notify the Admin-
istrator; failure to properly notify the 
Administrator of eligibility shall re-
sult in disqualification of that study 
area for safety net additive, requiring 
the rural incumbent local exchange 
carrier to again meet the eligibility re-
quirements in paragraph (c)(1) of this 
section for that study area in a subse-
quent period. 

(3) Upon completion of verification 
by the Administrator that the study 
area meets the stated criterion in para-
graphs (a), (b), (c) of this section, the 
Administrator shall: 

(i) Pay to any qualifying rural tele-
phone company, safety net additive 
support for the qualifying study area in 
accordance with the calculation set 
forth in paragraph (b) of this section; 
and 

(ii) Continue to pay safety net addi-
tive support in any of the four suc-
ceeding years in which the total carrier 
loop expense adjustment is limited by 
the provisions of § 36.603. Safety net ad-
ditive support in the succeeding four 
years shall be the lesser of: 
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