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interconnection or access to unbundied network elements at a particular point upon a request
by a telecommunications carrier.

(b) Technically feasible methods of obtaining interconnection or access to unbundled
network elements include, but are not limited to:
(1) physical collocation and virtual collocation at the premises of an incumbent
LEC; and
(2) meet point interconnection arrangements.

(c) A previously successful method of obtaining interconnection or access to unbundled
network elements at a particular premises or point on an incumbent LEC’s network is
substantial evidence that such method is technically feasible in the case of substantially similar

network premises or points.

(d) An incumbent LEC that denies a request for a particular method of obtaining
interconnection or access to unbundled network elements on the incumbent LEC’s network

.must prove to the state commission that the requested method of obtaining interconnection or

access to unbundled network elements at that point is not technically feasible.

(¢) An incumbent LEC shall not be required to provide for physical collocation of
equipment necessary for interconnection or access to unbundled network elements at the
incumbent LEC’s premises if it demonstrates to the state commission that physical collocation
is not practical for technical reasons or because of space limitations. In such cases, the
incumbent LEC shall be required to provide virtual collocation, except at points where the
incumbent LEC proves to the state commission that virtual collocation is not technically
feasible. If virtual collocation is not technically feasible, the incumbent LEC shall provide
other methods of interconnection and access to unbundled network elements to the extent
technically feasible.

(f) An incumbent LEC shall submit to the state commission detailed floor plans or
diagrams of any premises where the incumbent LEC claims that physical collocation is not
practical because of space limitations.

(g) An incumbent LEC that is classified as a Class A company under § 32.11 of this
chapter and that is not a National Exchange Carrier Association interstate tariff participant as
provided in part 69, subpart G, shall continue to provide expanded interconnection service
pursuant to interstate tariff in accordance with §§ 64.1401, 64.1402, 69.121 of this chapter,
and the Commission’s other requirements.

§ 51.323 Standards for physical collocation and virtual collocation.

(a) An incumbent LEC shall provide physical collocation and virtual collocation to
requesting telecommunications carriers.
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(b) An incumbent LEC shall permit the collocation of any type of equipment used for
interconnection or access to unbundled network elements. Whenever an incumbent LEC
objects to collocation of equipment by a requesting telecommunications carrier for purposes
within the scope of section 251(c)(6) of the Act, the incumbent LEC must prove to the state
commission that the equipment will not be actually used by the telecommunications carrier for
the purpose of obtaining interconnection or access to unbundled network elements. Equipment
used for interconnection and access to unbundled network elements includes, but is not limited
to:

(1) transmission equipment including, but not limited to, optical terminating
equipment and multiplexers; and

(2) equipment being collocated to terminate basic transmission facilities
pursuant to §§ 64.1401 and 64.1402 of this chapter as of August 1, 1996.

(c) Nothing in this section requires an incumbent LEC to permit collocation of
switching equipment or equipment used to provide enhanced services.

(d) When an incumbent LEC provides physical collocation, virtual collocation, or
both, the incumbent LEC shall:

(1) provide an interconnection point or points, physically accessible by both the
incumbent LEC and the collocating telecommunications carrier, at which the fiber optic cable
carrying an interconnector’s circuits can enter the incumbent LEC’s premises, provided that
the incumbent LEC shall designate interconnection points as close as reasonably possible to its
premises;

(2) provide at least two such interconnection points at each incumbent LEC
premises at which there are at least two entry points for the incumbent LEC’s cable facilities,
and at which space is available for new facilities in at least two of those entry points;

(3) permit interconnection of copper or coaxial cable if such interconnection is
first approved by the state commission; and

(4) permit physical collocation of microwave transmission facilities except
where such collocation is not practical for technical reasons or because of space limitations, in
which case virtual collocation of such facilities is required where technically feasible.

(¢) When providing virtual collocation, an incumbent LEC shall, at a minimum,
install, maintain, and repair collocated equipment identified in paragraph (b) of this section
within the same time periods and with failure rates that are no greater than those that apply to
the performance of similar functions for comparable equipment of the incumbent LEC itself.

(f) An incumbent LEC shall allocate space for the collocation of the equipment
identified in paragraph (b) of this section in accordance with the following requirements:

(1) an incumbent LEC shall make space available within or on its premises to
requesting telecommunications carriers on a first-come, first-served basis, provided, however,
that the incumbent LEC shall not be required to lease or construct additional space to provide
for physical collocation when existing space has been exhausted;
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(2) to the extent possible, an incumbent LEC shall make contiguous space
available to requesting telecommunications carriers that seek to expand their existing
collocation space;

(3) when planning renovations of existing facilities or constructing or leasing
new facilities, an incumbent LEC shall take into account projected demand for collocation of
equipment;

(4) an incumbent LEC may retain a limited amount of floor space for its own
specific future uses, provided, however, that the incumbent LEC may not reserve space for
future use on terms more favorable than those that apply to other telecommunications carriers
seeking to reserve collocation space for their own future use;

’ (5) an incumbent LEC shall relinquish any space held for future use before
denying a request for virtual collocation on the grounds of space limitations, unless the
incumbent LEC proves to the state commission that virtual collocation at that point is not
technically feasible; and '

(6) an incumbent LEC may impose reasonable restrictions on the warehousing
of unused space by collocating telecommunications carriers, provided, however, that the
incumbent LEC shall not set maximum space limitations applicable to such carriers unless the
incumbent LEC proves to the state commission that space constraints make such restrictions
necessary.

(g) An incumbent LEC shall permit collocating telecommunications carriers to
collocate equipment and connect such equipment to unbundied network transmission elements
obtained from the incumbent LEC, and shall not require such telecommunications carriers to
bring their own transmission facilities to the incumbent LEC’s premises in which they seek to
collocate equipment.

(h) An incumbent LEC shall permit a collocating telecommunications carrier to
interconnect its network with that of another collocating telecommunications carrier at the
incumbent LEC’s premises and to connect its collocated equipment to the collocated equipment
of another telecommunications carrier within the same premises provided that the collocated
equipment is also used for interconnection with the incumbent LEC or for access to the
incumbent LEC’s unbundled network elements. ,

(1) An incumbent LEC shall provide the connection between the equipment in
the collocated spaces of two or more telecommunications carriers, unless the incumbent LEC
permits one or more of the collocating parties to provide this connection for themselves; and

(2) An incumbent LEC is not required to permit collocating telecommunications
carriers to place their own connecting transmission facilities within the incumbent LEC’s
premises outside of the actual physical collocation space.

(i) An incumbent LEC may require reasonable security arrangements to separate a
collocating telecommunications carrier’s space from the incumbent LEC’s facilities.

() An incumbent LEC shall permit a collocating telecommunications carrier to
subcontract the construction of physical collocation arrangements with contractors approved by
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the incumbent LEC, provided, however, that the incumbent LEC shall not unreasonably
withhold approval of contractors. Approval by an incumbent LEC shall be based on the same
criteria it uses in approving contractors for its own purposes.

Subpart E - Exemptions, Suspensions, and Modifications of Requirements of Section
251 of the Act.

§ 51.401 State authority.

A state commission shall determine whether a telephone company is entitled, pursuant to
section 251(f) of the Act, to exemption from, or suspension or modification of, the
requirements of section 251 of the Act. Such determinations shall be made on a case-by-case -
basis.

§ 51.403 Carriers eligible for suspension or modification under section 251(f)(2)
of the Act.

A LEC is not eligible for a suspension or modification of the requirements of section 251(b)
or section 251(c) of the Act pursuant to section 251(f)(2) of the Act if such LEC, at the
holding company level, has two percent or more of the subscriber lines installed in the
aggregate nationwide.

§ 51.405  Burden of proof.

(a) Upon receipt of a bona fide request for interconnection, services, or access to
unbundled network elements, a rural telephone company must prove to the state commission
that the rural telephone company should be entitled, pursuant to section 251(f)(1) of the Act,
to continued exemption from the requirements of section 251(c) of the Act.

(b) A LEC with fewer than two percent of the nation’s subscriber lines installed in the
aggregate nationwide must prove to the state commission, pursuant to section 251(f)(2) of the
Act, that it is entitled to a suspension or modification of the application of a requirement or
requirements of section 251(b) or 251(c) of the Act.

(¢) In order to justify continued exemption under section 251(f)(1) of the Act once a
bona fide request has been made, an incumbent LEC must offer evidence that the application
of the requirements of section 251(c) of the Act would be likely to cause undue economic
burden beyond the economic burden that is typically associated with efficient competitive
entry.

(d) In order to justify a suspension or modification under section 251(f)(2) of the Act,
a LEC must offer evidence that the application of section 251(b) or section 251(c) of the Act
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would be likely to cause undue economic burden beyond the economic burden that is typically
associated with efficient competitive entry.

Subpart F - Pricing of Elements.
§ 51.501 Scope.

(a) The rules in this subpart apply to the pricing of network elements, interconnection,
and methods of obtaining access to unbundled elements, including physical collocation and
virtual collocation.

(b) As used iﬁ this subpart, the term "element” includes network elements,
interconnection, and methods of obtaining interconnection and access to unbundled elements.

§ 51.503 General pricing standard.

(a) An incumbent LEC shall offer elements to requesting telecommunications carriers
at rates, terms, and conditions that are just, reasonable, and nondiscriminatory.

(b) An incumbent LEC’s rates for each element it offers shall comply with the rate
structure rules set forth in §§ 51.507 and 51.509 of this part, and shall be established, at the
election of the state commission--

: (1) pursuant to the forward-looking economic cost-based pricing methodology
set forth in §§ 51.505 and 51.511 of this part; or

(2) consistent with the proxy ceilings and ranges set forth in § 51. 513 of this
part.

(c) The rates that an incumbent LEC assesses for elements shall not vary on the basis
of the class of customers served by the requesting carrier, or on the type of services that the
requesting carrier purchasing such elements uses them to provide.

§ 51.508 Forward-looking economic cost.

(@) In general. The forward-looking economic cost of an element equals the sum of:
(1) the total element long-run incremental cost of the element, as described in
paragraph (b); and
(2) a reasonablie allocation of forward-looking common costs, as described in
paragraph (c).

() Total element long-run incremental cost. The total element long-run incremental

cost of an element is the forward-looking cost over the long run of the total quantity of the
facilities and functions that are directly attributable to, or reasonably identifiable as
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incremental to, such element, calculated taking as a given the incumbent LEC’s provision of
other elements.

(1) Efficient network configuration. The total element long-run incremental
cost of an element should be measured based on the use of the most efficient
telecommunications technology currently available and the lowest cost network configuration,
given the existing location of the incumbent LEC’s wire centers.

(2) Eorward-looking cost of capital. The forward-looking cost of capital shall
be used in calculating the total element long-run incremental cost of an element.

(3) Depreciation rates. The depreciation rates used in calculating forward-

looking economic costs of elements shall be economic depreciation rates.

0 Eemazd_m&m_cemmmm Forward-loohns common Costs are
economic costs efficiently incurred in providing a group of elements or services (which may
include all elements or services provided by the incumbent LEC) that cannot be attributed
directly to individual elements or services.

(2) Reasonable allocation. '

S (A) The sum of a reasonable allocation of forward-looking common
costs and the total element long-run incremental cost of an element shall not exceed the stand-
alone costs associated with the element. In this context, stand-alone costs are the total
forward-looking costs, including corporate costs, that would be incurred to produce a given
element if that element were provided by an efficient firm that produced nothing but the given
clement.

(B) The sum of the allocation of forward-looking common costs for all
elements and services shall equal the total forward-looking common costs, exclusive of retail
costs, attributable to operating the incumbent LEC’s total network, so as to provide all the
elements and services offered.

(d) Eactors that may not be considered. The following factors shall not be considered
in a calculation of the forward-looking economic cost of an element:

(1) Embedded costs. Embedded costs are the costs that the incumbent LEC
incurred in the past and that are recorded in the incumbent LEC’s books of accounts.

(2) Retail costs. Retail costs include the costs of marketing, billing, collection,
and other costs associated with offering retail telecommunications services to subscribers who
are not telecommunications carriers, described in § 51.609 of this part.

(3) Opportunity costs. Opportunity costs include the revenues that the
incumbent LEC would have received for the sale of telecommunications services, in the
absence of competition from telecommunications carrier that purchase elements.

(4) Revenues to subsidize other services. Revenues to subsidize other services
include revenues associated with elements or telecommunications service offerings other than
the element for which a rate is being established.

(e) Cost study requirements. An incumbent LEC must prove to the state commission
that the rates for each element it offers do not exceed the forward-looking economic cost per
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unit of providing the element, using a cost study that complies with the methodology set forth
in this section and § 51.511 of this part.

(1) A state commission may set a rate outside the proxy ranges or above the
proxy ceilings described in § 51.513 of this part only if that commission has given full and
fair effect to the economic cost based pricing methodology described in this section and
§ 51.511 of this part in a state proceeding that meets the requirements of paragraph (e)(2) of
this section.

A (2) Any state proceeding conducted pursuant to this section shall provide notice
and an opportunity for comment to affected parties and shall result in the creation of a written
factual record that is sufficient for purposes of review. The record of any state proceeding in
which a state commission considers a cost study for purposes of estabhshmg rates under this
section shall include any such cost study.

§ 51.507 General rate structure standard.

(a) Element rates shall be structured consistently with the manner in which the costs of
providing the elements are incurred.

(b) The costs of dedicated facilities shall be recovered through flat-rated charges.

(c) The costs of shared facilities shall be recovered in a manner that efficiently
apportions costs among users. Costs of shared facilities may be apportioned either through
usage-sensitive charges or capacity-based flat-rated charges, if the state commission finds that
such rates reasonably reflect the costs imposed by the various users.

(d) Recurring costs shall be recovered through recurring charges, unless an incumbent
LEC proves to a state commission that such recurring costs are de minimis. Recurring costs
shall be considered de minimis when the costs of administering the recurring charge would be
excessive in relation to the amount of the recurring costs.

(e) State commissions may, where reasonable, require incumbent LECs to recover
nonrecurring costs through recurring charges over a reasonable period of time. Nonrecurring
charges shall be allocated efficiently among requesting telecommunications carriers, and shatl
not permit an incumbent LEC to recover more than the total forward-looking economic cost of
providing the applicable element.

() State commissions shall establish different rates for elements in at least three
defined geographic areas within the state to reflect geographic cost differences.

(1) To establish geographically-deaveraged rates, state commissions may use
existing density-related zone pricing plans described in § 69.123 of this chapter, or other such
cost-related zone plans established pursuant to state law.

(2) In states not using such existing plans, state commissions must create a
minimum of three cost-related rate zones.
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§ 51.509 Rate structure standards for specific elements.

In addition to the general rules set forth in § 51.507 of this part, rates for specific
elements shall comply with the following rate structure rules.

(a) Local loops. Loop costs shall be recovered through flat-rated charges.
() Local switching. Local switchmg costs shall be recovered through a combination

of a flat-rated charge for line ports and one or more flat-rated or per-minute usage cbarges for
the switching matrix and for trunk ports.

(c) Dedicated transmission links. Dedicated transmission link costs shall be recovered
through flat-rated charges. :

of shared 1on facxlmes between tandem sthches and end ofﬁces may be recovered
through usage-sensitive charges, or in another manner consistent with the manner that the
incumbent LEC incurs those costs.

(¢) Iandem switching. Tandem switching costs may be recovered throagh usage-
sensitive charges, or in another manner consistent with the manner that the incumbent LEC
incurs those costs.

ignali 1 Signaling and call-related database
service costs shall be usage-semmve, based on elther the mumber of queries or the number of
messages, with the exception of the dedicated circuits known as signaling links, the cost of
which shall be recovered through flat-rated charges.

(g8) Coliocation. Collocation costs shall be recovered consistent with the rate structure
policies established in the Expanded Interconnection proceeding, CC Docket No. 91-141.

§ 51.511 Forward-looking economic cost per unit.

(a) The forward-looking economic cost per unit of an element equals the forward-
looking economic cost of the element, as defined in § 51.505 of this part, divided by a
reasonable projection of the sum of the total number of units of the element that the incumbent
LEC is likely to provide to requesting telecommunications carriers and the total number of
units of the element that the incumbent LEC is likely to use in offenng its own services,
during a reasonable measuring period.

(b) (1) With respect to elements that an incumbent LEC offers on a flat-rate basis,
the number of units is defined as the discrete number of elements (e.g., local loops or local
switch ports) that the incumbent LEC uses or provides.
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(2) With respect to elements that an incumbent LEC offers on a usage-sensitive
basis, the number of units is defined as the unit of measurement of the usage (e.g., minutes of
use or call-related database queries) of the element.

§ 51.513 Proxies for forward-looking economic cost.

(a) A state commission may determine that the cost information available to it with
respect to one or more elements does not support the adoption of a rate or rates that are
consistent with the requirements set forth in §§ 51.505 and 51.511 of this part. In that event,
the state commission may establish a rate for an element that is consistent with the proxies
specified in this section, provided that:

(1) any rate established through use of such proxies shall be superseded once
the state commission has completed review of a cost study that complies with the forward-
looking economic cost based pricing methodology described in §§ 51.505 and 51.511 of this
part, and has concluded that such study is a reasonable basis for establishing element rates;
and P

(2) the state commission sets forth in writing a reasonable basis for its selection
of a particular rate for the element.

: (b) The constraints on proxy-based rates described in this section apply on a
geographically averaged basis. For purposes of determining whether geographically
deaveraged rates for elements comply with the provisions of this section, a geographically
averaged proxy-based rate shall be computed based on the weighted average of the actual,
geographically deaveraged rates that apply in separate geographic areas in a state.

(c) Proxies for specific elements.
(1) Local loops. For each state listed below, the proxy-based monthly rate for
unbundled local loops, on a statewide weighted average basis, shall be no greater than the

figures listed in the table below. (The Commission has not established a default proxy ceiling
for loop rates in Alaska).
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TABLE A
State Proxy Ceiling State Proxy Ceiling
Alabama $17.25 Nebraska $18.05
Arizona $12.85 Nevada $18.95
Arkansas $21.18 New Hampshire $16.00
California $11.10 New Jersey $12.47
Colorado $14.97 New Mexico $18.66
Connecticut $13.23 New York $11.75
Delaware $13.24 North Carolina $16.71
District of Columbia $10.81 North Dakota $25.36
Florida $13.68 Ohio $15.73
Georgia $16.09 Oklahoma $17.63
Hawaii $15.27 Oregon $15.44
Idaho $20.16 Pennsylvania $12.30
Illinois $13.12 Puerto Rico $12.47
Indiana $13.29 Rhode Island $11.48
Iowa $15.94 South Carolina $17.07
Kansas $19.85 South Dakota $25.33
Kentucky $16.70 - Tennessee - $17.41
Louisiana $16.98 Texas $15.49
Maine $18.69 Utah $15.12
Maryland $13.36 Vermont $20.13
Massachusetts $9.83 Virginia $14.13
Michigan $15.27 Washington $13.37
Minnesota $14.81 West Virginia $19.25
Mississippi - 82197 Wisconsin $15.94
Missouri . $18.32 Wyoming $25.11

Montana $25.18

(2) Local switching. The blended proxy-based rate for unbundled local
switching shall be no greater than 0.4 cents ($0.004) per minute, and no less than 0.2 cents
(80.002) per minute, except that, where a state commission has, before August 8, 1996,
established a rate less than or equal to 0.5 cents ($0.005) per minute, that rate may be retained
pending completion of a forward-looking economic cost study. The blended rate for unbundled
local switching shall be calculated as the sum of the following:

(A) the applicable flat-rated charges for subelements associated with
unbundled local switching, such as line ports, divided by the projected average minutes of use
per flat-rated subelement; and

(B) the applicable usage-sensitive charges for subelements associated
with unbundled local switching, such as switching and trunk ports. A weighted average of
such charges shall be used in appropriate circumstances, such as when peak and off-peak
charges are used. :
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(3) Dedicated transmission links. The proxy-based rates for dedicated
transmission links shall be no greater than the incumbent LEC’s tariffed interstate charges for
comparable entrance facilities or direct-trunked transport offerings, as described in §§ 69.110
and 69.112 of this chapter.

The proxy-based rates for shared transmission facxlmes between tandem sw:tches and end
offices shall be no greater than the weighted per-minute equivalent of DS1 and DS3 interoffice
dedicated transmission link rates that reflects the relative number of DS1 and DS3 circuits
used in the tandem to end office links (or a surrogate based on the proportion of copper and
fiber facilities in the interoffice network), calculated using a loading factor of 9,000 minutes
per month per voice-grade circuit, as described in § 69.112 of this chapter.

(5) Iandem switching. The proxy-based rate for tandem switching shall be no
greater than 0.15 cents ($0.0015) per minute of use.

(6) Collocation. To the extent that the incumbent LEC offers a comparable

form of collocation in its interstate expanded interconnection tariffs, as described in

§§ 64.1401 and 69.121 of this chapter, the proxy-based rates for collocation shall be no
greater than the effective rates for equivalent services in the interstate expanded inter-
connection tariff. To the extent that the incumbent LEC does not offer a comparable form of
collocation in its interstate expanded interconnection tariffs, a state commission may, in its
discretion, establish a proxy-based rate, provided that the state commission sets forth in
writing a reasonable basis for concluding that its rate would approximate the result of a
forward-looking economic cost study, as described in § 51.505 of this part.

M Sig 1 : Ig ang ot ts. To the extent that the
incumbent LEC has estabhshed rates for offermgs comparable to other elements in its
interstate access tariffs, and has provided cost support for those rates pursuant to § 61.49(h) of
this chapter, the proxy-based rates for those elements shall be no greater than the effective
rates for equivalent services in the interstate access tariffs. In other cases, the proxy-based
rate shall be no greater than a rate based on direct costs plus a reasonable allocation of
overhead loadings, pursuant to § 61.49(h) of this chapter.

§ 51.515 Application of access charges.

(a) Neither the interstate access charges described in part 69 nor comparable intrastate
access charges shall be assessed by an incumbent LEC on purchasers of elements that offer
telephone exchange or exchange access services.

(b) Notwithstanding §§ 51.505, 51.511, and 51.513(d)(2) of this part and paragraph
(a) of this section, an incumbent LEC may assess upon telecommunications carriers that
purchase unbundled local switching elements, as described in § 51.319(c)(1) of this part, for

interstate minutes of use traversing such unbundled local switching elements, the carrier
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common line charge described in § 69.105 of this chapter, and-a charge equal to 75% of the
interconnection charge described in § 69.124 of this chapter, only until the earliest of the
following, and not thereafter:

(1) June 30, 1997;

(2) the later of the effective date of a final Commission decision in CC Docket
No. 96-45, Federal-State Joint Board on Universal Service, or the effective date of a final
Commission decision in a proceeding to consider reform of the interstate access charges
described in part 69; or

(3) with respect to a Bell operating company only, the date on which that
company is authorized to offer in-region interLATA service in a state pursuant to section 271
of the Act. The end date for Bell operating companies that are authorized to offer interLATA
service shall apply only to the recovery of access charges in those states in which the Bell
operating company is authorized to offer such service.

() Notwithstanding §§ 51.505, 51.511, and 51. 513(d)(2) of this part and paragraph

(a) of this section, an incumbent LEC may assess upon telecommunications carriers that
purchase unbundled local switching elements, as described in § 51.319(c)(1) of this part, for
intrastate toll minutes of use traversing such unbundled local switching elements, intrastate -
access charges comparable to those listed in paragraph (b) and any explicit intrastate universal
service mechanism based on access charges, only until the earliest of the following, and not
thereafter:

(1) June 30, 1997,

(2) the effective date of a state commission decision that an incumbent LEC
may not assess such charges; or

: (3) with respect to a Bell operating company only, the date on which that

company is authorized to offer in-region interLATA service in the state pursuant to section
271 of the-Act. The end date for Bell operating companies that are authorized to offer
interLATA service shall apply only to the recovery of access charges in those states in which
the Bell operating company is authorized to offer such service.

Subpart G - Resale.

§ 51.601 Scope of resale rules.

The provisions of this subpart govern the terms and conditions under which LECs offer
telecommunications services to requesting telecommunications carriers for resale.

§ 51.603 Resale obligation of all local exchange carriers.
(a) A LEC shall make its telecommunications services available for resale to

requesting telecommunications carriers on terms and conditions that are reasonable and non-
discriminatory.
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(b) A LEC must provide services to requesting telecommunications carriers for resale
that are equal in quality, subject to the same conditions, and provided within the same
provisioning time intervals that the LEC provides these services to others, including end users.

§ 51.605 Additional obligations of incumbent local exchange carriers.

(a) An incumbent LEC shall offer to any requesting telecommunications carrier any
telecommunications service that the incumbent LEC offers on a retail basis to subscribers that
are not telecommunications carriers for resale at wholesale rates that are at the election of the
state commission--

(1) consistent with the avoided cost methodology described in §§ 51.607 and
51.609 of this part; or
(2) interim wholesale rates, pursuant to § 51.611 of this part,

(b) Except as provided in § 51.613 ofthispart anmcumbentLECshallnotimpose
restrictions on the resale by a requesting camer of telecommunications services offered by the
incumbent LEC.

§ 51.607 Wholesale pricing standard.

(a) The wholesale rate that an incumbent LEC may charge for a telecommunications
service provided for resale to other telecommunications carriers shall equal the incumbent
LEC’s existing retail rate for the telecommunications service, less avoided retail costs, as
described in § 51.609 of this part.

(b) For purposes of this subpart, exchange access services, as defined in section 3 of
the Act, shall not be considered to be telecommunications services that incumbent LECs must
make available for resale at wholesale rates to requesting telecommunications carriers.

§ 51.609 Determination of avoided retail costs.

(a) Except as provided in § 51.611 of this part, the amount of avoided retail costs
shall be determined on the basis of a cost study that complies with the requirements of this
section.

(b) Avoided retail costs shall be those costs that reasonably can be avoided when an
incumbent LEC provides a telecommunications service for resale at wholesale rates to a

requesting carrier.

(c) For incumbent LECs that are designated as Class A companies under § 32.11 of

this chapter, except as provided in paragraph (d), avoided retail costs shall:
- (1) include, as direct costs, the costs recorded in USOA accounts 6611 (product
management), 6612 (sales), 6613 (product advertising), 6621 (call completion services), 6622
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(number services), and 6623 (customer services) (§§ 32.6611, 32.6612, 32.6613, 32.6621,
32.6622, and 32.6623);

(2) include, as indirect costs, a portion of the costs recorded in USOA accounts
6121-6124 (general support expenses), 6612, 6711, 6721-6728 (corporate operations
expenses), and 5301 (telecommunications uncollectibles) (§§ 32.6121-32.6124, 32.6612,
32.6711, 32.6721-32.6728, and 32.5301); and

(3) not include plant-specific expenses and plant non-specific expenses, other
than general support expenses (§§ 32.6110-32.6116, 32.6210-32.6565).

(d) Costs included in accounts 6611-6613 and 6621-6623 described in paragraph (c)
(8§ 32.6611-32.6613 and 32.6621-32.6623) may be included in wholesale rates only to the
extent that the incumbent LEC proves to a state commission that specific costs in these
accounts will be incurred and are not avoidable with respect to services sold at wholesale, or
that specific costs in these accounts are not included in the retail prices of resold services.
Costs included in accounts 6110-6116 and 6210-6565 described in paragraph (c) (§§ 32.6110-
32.6116, 32.6210-32.6565) may be treated as avoided retail costs, and excluded from
wholesale rates, only to the extent that a party proves to a state commission that specific costs
in these accounts can reasonably be avoided when an incumbent LEC provides a
telecommunications service for resale to a requesting carrier.

(¢) For incumbent LECs that are designated as Class B companies under § 32.11 of
this chapter and that record information in summary accounts instead of specific USOA
accounts, the entire relevant summary accounts may be used in lieu of the specific USOA
accounts listed in paragraphs (c) and (d).

§51.611  Interim wholesale rates.

(a) If a state commission cannot, based on the information available to it, establish a
wholesale rate using the methodology prescribed in § 51.609 of this part, then the state
commission may elect to establish an interim wholesale rate as described in paragraph (b) of
this section.

- (b) The state commission may establish interim wholesale rates that are at least 17
percent, and no more than 25 percent, below the incumbent LEC’s existing retail rates, and
shall articulate the basis for selecting a particular discount rate. The same discount percentage
rate shall be used to establish interim wholesale rates for each telecommunications service.

(c) A state commission that establishes interim wholesale rates shall, within a

reasonable period of time thereafter, establish wholesale rates on the basis of an avoided retail
cost study that complies with § 51.609 of this part. '
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§ 51.613 Restrictions on resale.

(a) Notwithstanding § 51.605(b) of this part, the following types of restrictions on
resale may be imposed:

(1) Cross-class selling. A state commission may permit an incumbent LEC to
prohibit a requesting telecommunications carrier that purchases at wholesale rates for resale,
telecommunications services that the incumbent LEC makes available only to residential
customers or to a limited class of residential customers, from offering such services to classes
of customers that are not eligible to subscribe to such services from the incumbent LEC.

(2) Short term promotions. An incumbent LEC shall apply the wholesale
discount to the ordinary rate for a retail service rather than a special promotional rate only if:
(A) such promotions involve rates that will be in effect for no more than
90 days; and
(B) the incumbent LEC does not use such promotional offerings to
evade the wholesale rate obligation, for example by making available a sequential series of 90-
day promotional rates.

(b) With respect to any restrictions on resale not permitted under paragraph (a), an
incumbent LEC may impose a restriction only if it proves to the state commission that the
restriction is reasonable and nondiscriminatory. -

(c) Branding. Where operator, call completion, or directory assistance service is part
of the service or service package an incumbent LEC offers for resale, failure by an incumbent
LEC to comply with reseller unbranding or rebranding requests shall constitute a restriction on
resale.

(1) An incumbent LEC may impose such a restriction only if it proves to the
state commission that the restriction is reasonable and nondiscriminatory, such as by proving
to a state commission that the incumbent LEC lacks the capablhty to comply with unbranding

or rebranding requests.

(2) For purposes of this subpart, unbranding or rebranding shall mean that
operator, call completion, or directory assistance services are offered in such a manner that an
incumbent LEC’s brand name or other identifying information is not identified to subscribers,
or that such services are offered in such a manner that identifies to subscribers the requesting
carrier’s brand name or other identifying information.

§ 51.615 Withdrawal of services.

When an incumbent LEC makes a telecommunications service available only to a limited
group of customers that have purchased such a service in the past, the incumbent LEC must
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also make such a service available at wholesale rates to requesting carriers to offer on a resale
basis to the same limited group of customers that have purchased such a service in the past.

§ §1.617 Assessment of end user common line charge on resellers.

(a) Notwithstanding the provision in § 69.104(a) of this chapter that the end user
common line charge be assessed upon end users, an incumbent LEC shall assess this charge,
and the charge for changing the designated primary interexchange carrier, upon requesting
carriers that purchase telephone exchange service for resale. The specific end user common
line charge to be assessed will depend upon the identity of the end user served by the
requesting carrier.

(b) When an incumbent LEC provides telephone exchange service to a requesting :
carrier at wholesale rates for resale, the incumbent LEC shall continue to assess the interstate
access charges provided in part 69, other than the end user common line charge, upon
interexchange carriers that use the incumbent LEC’s facilities to provide interstate or
. international telecommunications services to the interexchange carriers’ subscribers.

Subpart H - Reciprocal Compensation for Transport and Termination of
Local Telecommunications Traffic.

§ 51.701 Scope of transport and termination pricing rules.

(8) The provisions of this subpart apply to reciprocal compensation for transport and
termination of local telecommunications traffic between LECs and other telecommunications
carriers.

(®) Local telecommunications traffic. For purposes of this subpart, local
telecommunications traffic means:

(1) telecommunications traffic between a LEC and a telecommunications carrier
other than a CMRS provider that originates and terminates within a local service area
established by the state commission; or _

(2) telecommunications traffic between a LEC and a CMRS provider that, at
the beginning of the call, originates and terminates within the same Major Trading Area, as
defined in § 24.202(a) of this chapter.

(¢) Iransport. For purposes of this subpart, transport is the transmission and any
necessary tandem switching of local telecommunications traffic subject to section 251(b)(5) of
the Act from the interconnection point between the two carriers to the terminating carrier’s
end office switch that directly serves the called party, or equivalent facility provided by a
carrier other than an incumbent LEC.
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(d) Termination. For purposes of this subpart, termination is the switching of local
telecommunications traffic at the terminating carrier’s end office switch, or equivalent facility,
and delivery of such traffic to the called party’s premises.

(e) Reciprocal compensation. For purposes of this subpart, a reciprocal compensation
arrangement between two carriers is one in which each of the two carriers receives
compensation from the other carrier for the transport and termination on each carrier’s
network facilities of local telecommunications traffic that originates on the network facilities of
the other carrier.

§ 5§1.703 Reciprocal compensation obligation of LECs.

(a) Each LEC shall establish reciprocal compensation arrangements for transport and
termination of local telecommunications traffic with any requesting telecommunications carrier.

(b) A LEC may not assess charges on any other telecommunications carrier for local
telecommunications traffic that originates on the LEC’s network.

§ 51.708 Incumbent LECs’ rates for transport and termination.

(a) An incumbent LEC’s rates for transport and termination of local
telecommunications traffic shall be established, at the election of the state commission, on the
basis of:

(1) the forward-looking economic costs of such offerings, using a cost study
pursuant to §§ 51.505 and 51.511 of this part;

(2) default proxies, as provided in § 51.707 of this part; or

(3) a bill-and-keep arrangement, as provided in § 51.713 of this part.

(b) In cases where both carriers in a reciprocal compensation arrangement are
incumbent LECs, state commissions shall establish the rates of the smaller carrier on the basis
of the larger carrier’s forward-looking costs, pursuant to § 51.711 of this part.

§ 51.707 Default proxies for incumbent LECs’ transport and termination rates.

(a) A state commission may determine that the cost information available to it with
respect to transport and termination of local telecommunications traffic does not support the
adoption of a rate or rates for an incumbent LEC that are consistent with the requirements of
§§ 51.505 and 51.511 of this part. In that event, the state commission may establish rates for
transport and termination of local telecommunications traffic, or for specific components
included therein, that are consistent with the proxies specified in this section, provided that:

(1) any rate established through use of such proxies is superseded once that
state commission establishes rates for transport and termination pursuant to §§ 51.705(a)(1) or
51.705(a)(3) of this part; and
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(2) the state commission sets forth in writing a reasonable basis for its selection
of a particular proxy for transport and termination of local telecommunications traffic, or for
specific components included within transport and termination.

(b) If a state commission establishes rates for transport and termination of local
telecommunications traffic on the basis of default proxies, such rates must meet the following
requirements:

(1) Termination. The incumbent LEC’s rates for the termination of local
telecommunications traffic shall be no greater than 0.4 cents ($0.004) per minute, and no less
than 0.2 cents ($0.002) per minute, except that, if a state commission has, before August 8,
1996, established a rate less than or equal to 0.5 cents ($0.005) per minute for such calls, that
rate may be retained pending completion of a forward-looking economic cost study.

(2) Zransport. The incumbent LEC’s rates for the transport of local
telecommunications traffic, under this section, shall comply with the proxies described in
§ 51.513(d)(3), (4), and (5) of this part that apply to the analogous unbundled network
elements used in transporting a call to the end office that serves the called party.

§ 51.709 Rate structure for transport and termination.

(a) In state proceedings, a state commission shall establish rates for the transport and
termination of local telecommunications traffic that are structured consistently with the manner
that carriers incur those costs, and consistently with the principles in §§ 51.507 and 51.509 of
this part.

(b) The rate of a carrier providing transmission facilities dedicated to the transmission
of traffic between two carriers’ networks shall recover only the costs of the proportion of that
trunk capacity used by an interconnecting carrier to send traffic that will terminate on the
providing carrier’s network. Such proportions may be measured during peak periods.

§ 51.711 Symmetrical reciprocal compensation.

(a) Rates for transport and termination of local telecommunications traffic shall be
symmetrical, except as provided in paragraphs (b) and (c).

(1) For purposes of this subpart, symmetrical rates are rates that a carrier other
than an incumbent LEC assesses upon an incumbent LEC for transport and termination of
local telecommunications traffic equal to those that the incumbent LEC assesses upon the other
carrier for the same services.

(2) In cases where both parties are incumbent LECs, or neither party is an
incumbent LEC, a state commission shall establish the symmetrical rates for transport and
termination based on the larger carrier’s forward-looking costs.

(3) Where the switch of a carrier other than an incumbent LEC serves a
geographic area comparable to the area served by the incumbent LEC’s tandem switch, the
appropriate rate for the carrier other than an incumbent LEC is the incumbent LEC’s tandem
interconnection rate.
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(b) A state commission may establish asymmetrical rates for transport and termination
of local telecommunications traffic only if the carrier other than the incumbent LEC (or the
smaller of two incumbent LECs) proves to the state commission on the basis of a cost study
using the forward-looking economic cost based pricing methodology described in §§ 51.505
and 51.511 of this part, that the forward-looking costs for a network efficiently configured and
operated by the carrier other than the incumbent LEC (or the smaller of two incumbent
LECs), exceed the costs incurred by the incumbent LEC (or the larger mcumbent LEC), and,
consequently, that such that a higher rate is justified. '

(c) Pending further proceedings before the Commission, a state commission shall
establish the rates that licensees in the Paging and Radiotelephone Service (defined in part 22,
subpart E of this chapter), Narrowband Personal Communications Services (defined in part 24,
subpart D of this chapter), and Paging Operations in the Private Land Mobile Radio Services
(defined in part 90, subpart P of this chapter) may assess upon other carriers for the transport
and termination of local telecommunications traffic based on the forward-looking costs that
such licensees incur in providing such services, pursuant to §§ 51.505 and 51.511 of this part.
Such licensees’ rates shall not be set based on the default proxies described in § 51.707 of this
part.

§ 51.713 Bill-and-keep arrangements for reciprocal compensation.

(a) For purposes of this subpart, bill-and-keep arrangements are those in which neither
of the two interconnecting carriers charges the other for the termination of local
telecommunications traffic that originates on the other carrier’s network.

(b) A state commission may impose bill-and-keep arrangements if the state commission
determines that the amount of local telecommunications traffic from one network to the other
is roughly balanced with the amount of local telecommunications traffic flowing in the
opposite direction, and is expected to remain so, and no showing has been made pursuant to
§ 51.711(b) of this part.

(c) Nothing in this section precludes a state commission from presuming that the
amount of local telecommunications traffic from one network to the other is roughly balanced
with the amount of local telecommunications traffic flowing in the opposite direction and is
expected to remain so, unless a party rebuts such a presumption.

§ 51.715 Interim transport and termination pricing.

(a) Upon request from a telecommunications carrier without an existing
interconnection arrangement with an incumbent LEC, the incumbent LEC shall provide
transport and termination of local telecommunications traffic immediately under an interim
arrangement, pending resolution of negotiation or arbitration regarding transport and
termination rates and approval of such rates by a state commission under sections 251 and 252
of the Act. .
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(1) This requirement shall not apply when the requesting carrier has an existing
interconnection arrangement that provides for the transport and termination of local
telecommunications traffic by the incumbent LEC.

(2) A telecommunications carrier may take advantage of such an interim
arrangement only after it has requested negotiation with the incumbent LEC pursuant to
§ 51.301 of this part.

(b) Upon receipt of a request as described in paragraph (a), an incumbent LEC must,
without unreasonable delay, establish an interim arrangement for transport and termmatnon of
local telecommunications traffic at symmetrical rates.

(1) In a state in which the state commission has established transport and
termination rates based on forward-looking economic cost studies, an incumbent LEC shall use
these state-determined rates as interim transport and termination rates. :

(2) In a state in which the state commission has established transport and
termination rates consistent with the default price ranges and ceilings described in § 51.707 of
this part, an incumbent LEC shall use these state-determined rates as interim rates.

L (3) In a state in which the state commission has neither established transport
and termination rates based on forward-looking economic cost studies nor established transport
and termination rates consistent with the default price ranges described in § 51.707 of this
part, an incumbent LEC shall set interim transport and termination rates at the default ceilings
for end-office switching (0.4 cents per minute of use), tandem switching (0.15 cents per
minute of use), and transport (as described in § 51.707(b)(2) of this part).

(¢) An interim arrangement shall cease to be in effect when one of the following
occurs with respect to rates for transport and termination of local telecommunications traffic
subject to the interim arrangement:
(1) a voluntary agreement has been negotiated and approved by a state

commission; :
(2) an agreement has been arbitrated and approved by a state commission; or
(3) the period for requesting arbitration has passed with no such request.

(d) If the rates for transport and termination of local telecommunications traffic in an
interim arrangement differ from the rates established by a state commission pursuant to -
§ 51.705 of this part, the state commission shall require carriers to make adjustments to past
compensation. Such adjustments to past compensation shall allow each carrier to receive the
level of compensation it would have received had the rates in the interim arrangement equalled
the rates later established by the state commission pursuant to § 51.705 of this part.

§ 51.717 Renegotiation of existing non-reciprocal arrangements.

(a) Any CMRS provider that operates under an arrangement with an incumbent LEC
that was established before August 8, 1996 and that provides for non-reciprocal compensation
for transport and termination of local telecommunications traffic is entitled to renegotiate these
arrangements with no termination liability or other contract penalties.
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(b) From the date that a CMRS provider makes a request under paragraph (a) until a
new agreement has been either arbitrated or negotiated and has been approved by a state
commission, the CMRS provider shall be entitled to assess upon the incumbent LEC the same
rates for the transport and termination of local telecommunications traffic that the incumbent
LEC assesses upon the CMRS provider pursuant to the pre-existing arrangement.

Subpart I - Procedures for Implementation of Section 252 of the Act.

§ 51.801 Commission action upon a state commission’s failure to act to carry out its
‘ responsibility under section 252 of the Act.

(a) If a state commission fails to act to carry out its responsibility under section 252 of
the Act in any proceeding or other matter under section 252 of the Act, the Commission shall
issue an order preempting the state commission’s jurisdiction of that proceeding or matter
within 90 days after being notified (or taking notice) of such failure, and shall assume the
-responsibility of the state commission under section 252 of the Act with respect to the
proceeding or matter and shall act for the state commission.

(b) For purposes of this part, a state commission fails to act if the state commission
fails to respond, within a reasonable time, to a request for mediation, as provided for in
section 252(a)(2) of the Act, or for a request for arbitration, as provided for in section 252(b)
of the Act, or fails to complete an arbitration within the time limits established in section
252(b)(4)(C) of the Act.

(c) A state shall not be deemed to have failed to act for purposes of section 252(e)(5)
of the Act if an agreement is deemed approved under section 252(e)(4) of the Act.

§ 51.803 Procedures for Commission notification of a state commission’s failure to |
act.

(a) Any party seeking preemption of a state commission’s jurisdiction, based on the
state commission’s failure to act, shall notify the Commission in accordance with following
procedures:

(1) such party shall file with the Secretary of the Commission a petition,
supported by an affidavit, that states with specificity the basis for the petition and any
information that supports the claim that the state has failed to act, including, but not limited
to, the applicable provisions of the Act and the factual circumstances supporting a finding that
the state commission has failed to act;

(2) such party shall ensure that the state commission and the other parties to the
proceeding or matter for which preemption is sought are served with the petition required in
paragraph (a)(1) of this section on the same date that the petitioning party serves the petition
on the Commission; and
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(3) within fifteen days from the date of service of the petition required in
paragraph (a)(1) of this section, the applicable state commission and parties to the proceeding
may file with the Commission a response to the petition.

(b) The party seeking preemption must prove that the state has failed to act to carry
out its responsibilities under section 252 of the Act.

(c) The Commission, pursuant to section 252(e)(5) of the Act, may take notice upon
its own motion that a state commission has failed to act. In such a case, the Commission shall
issue a public notice that the Commission has taken notice of a state commission’s failure to
act. The applicable state commission and the parties to a proceeding or matter in which the
Commission has taken notice of the state commission’s failure to act may file, within fifteen
days of the issuance of the public notice, comments on whether the Commission is required to
assume the responsibility of the state commission under section 252 of the Act with respect to

the proceeding or matter.

(d) The Commission shall issue an order determining whether it is required to preempt
the state commission’s jurisdiction of a proceeding or matter within 90 days after being
notified under paragraph (a) of this section or taking notice under paragraph (c) of this section
of a state commission’s failure to carry out its responsibilities under section 252 of the Act.

§ 51.805 The Commission’s authority over proceedings and matters.

, (a) If the Commission assumes responsibility for a proceeding or matter pursuant to
section 252(e)(5) of the Act, the Commission shall retain jurisdiction over such proceeding or
matter. At a minimum, the Commission shall approve or reject any interconnection agreement
adopted by negotiation, mediation or arbitration for which the Commission, pursuant to section
252(e)(S) of the Act, has assumed the state’s commission’s responsibilities.

(b) Agreements reached pursuant to mediation or arbitration by the Commission
pursuant to section 252(e)(5) of the Act are not required to be submitted to the state
commission for approval or rejection.

§ 51.807 Arbitration and mediation of agreements by the Commission pursuant to
section 252(e)(5) of the Act.

(a) The rules established in this section shall apply only to instances in which the
Commission assumes jurisdiction under section 252(e)(5) of the Act.

(b) When the Commission assumes responsibility for a proceeding or matter pursuant
to section 252(e)(5) of the Act, it shall not be bound by state laws and standards that would
have applied to the state commission in such proceeding or matter.
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(c) In resolving, by arbitration under section 252(b) of the Act, any open issues and in
imposing conditions upon the parties to the agreement, the Commission shall:

(1) ensure that such resolution and conditions meet the requirements of section
251 of the Act, including the rules prescribed by the Commission pursuant to that section;

(2) establish any rates for interconnection, services, or network elements
according to section 252(d) of the Act, including the rules prescribed by the Commission
pursuant to that section; and

(3) provide a schedule for implementation of the terms and conditions by the
parties to the agreement.

(d) An arbitrator, acting pursuant to the Commission’s authority under section
252(e)(5) of the Act, shall use final offer arbitration, except as otherwise provided in this
section: :
(1) at the discretion of the arbitrator, final offer arbitration may take the form
of either entire package final offer arbitration or issue-by-issue final offer arbitration.

(2) negotiations among the parties may continue, with or without the assistance
of the arbitrator, after final arbitration offers are submitted. Parties may submit subsequent
final offers following such negotiations.

(3) to provide an opportunity for final post-offer negotiations, the arbitrator
will not issue a decision for at least fifteen days after submission to the arbitrator of the final
offers by the parties.

(e) Final offers submitted by the parties to the arbitrator shall be consistent with
section 251 of the Act, including the rules prescribed by the Commission pursuant to that
section.

(f) Each final offer shall:

(1) meet the requirements of section 251, including the rules prescribed by the
Commission pursuant to that section;

(2) establish rates for interconnection, services, or access to unbundled network
elements according to section 252(d) of the Act, including the rules prescribed by the
Commission pursuant to that section; and

(3) provide a schedule for implementation of the terms and conditions by the
parties to the agreement. If a final offer submitted by one or more parties fails to comply with

the requirements of this section, the arbitrator has discretion to take steps designed to result in

an arbitrated agreement that satisfies the requirements of section 252(c) of the Act, including
requiring parties to submit new final offers within a time frame specified by the arbitrator, or
adopting a result not submitted by any party that is consistent with the requirements of section
252(c) of the Act, and the rules prescribed by the Commission pursuant to that section.

(g) Participation in the arbitration proceeding will be limited to the requesting

telecommunications carrier and the incumbent LEC, except that the Commission will consider
requests by third parties to file written pleadings.
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(h) Absent mutual consent of the parties to change any terms and conditions adopted
by the arbitrator, the decision of the arbitrator shall be binding on the parties.

§ 51.809 Availability of provisions of agreements to other telecommunications
carriers under section 252(i) of the Act.

(a) An incumbent LEC shall make available without unreasonable delay to any
requesting telecommunications carrier any individual interconnection, service, or network
element arrangement contained in any agreement to which it is a party that is approved by a
state commission pursuant to section 252 of the Act, upon the same rates, terms, and
conditions as those provided in the agreement. An incumbent LEC may not limit the
availability of any individual interconnection, service, or network element only to those
requesting carriers serving a comparable class of subscribers or providing the same service
(i.e., local, access, or interexchange) as the original party to the agreement.

(b) The obligations of paragraph (a) of this section shall not apply where the
incumbent LEC proves to the state commission that:

(1) the costs of providing a particular interconnection, service, or element to
the requesting telecommunications carrier are greater than the costs of providing it to the
telecommunications carrier that originally negotiated the agreement, or

(2) the provision of a particular interconnection, service, or element to the
requesting carrier is not technically feasible.

(c) Individual interconnection, service, or network element arrangements shall remain
available for use by telecommunications carriers pursuant to this section for a reasonable

period of time after the approved agreement is available for public inspection under section
252(f) of the Act.

14. Part 90 of Title 47 of the Code of Federal Regulations (C.F.R.) is amended as follows:
PART 90 - PRIVATE LAND MOBILE RADIO SERVICES
15. The authority citation for Part 90 is revised to read as follows:

AUTHORITY: Secs. 4, 251-2, 303, 309, and 332, 48 Stat. 1066, 1082, as amended; 47
U.S.C. 154, 251-2, 303, 309 and 332, unless otherwise noted.

16. Section 90.5 is amended by adding paragraph (k) and renumbering the remaining
paragraphs to read as follows:

feaeak ks

(k) Part 51 contains rules relating to interconnection.
] Bk
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