
(I) For the purpose of developing this transitional estimate, the loop
and port costs estimated bv the FCC cost model, or other substitute method if no
model is available, shall be used.

(2) For the ourpose ofdevelooing this transitional estimate, the
administrator shall construct three zones. Wire centers within the study area will be
grouped into these zones in such a way that each zone is assigned approximately
one third of the lines in the studv area, with the lowest cost wire centers assigned to
Zone 1. the highest cost wire centers assigned to Zone 3, and the remainder to Zone
2.

§54.810 Portable Access USF Support

(a) Each Eligible Telecommunication Carrier (ETC) that provides local
exchange service. except through the resale ofILEC retail services pursuant to 47 U.S.c.
§754(c)(4), to an end user within the study area ofa participating price cap incumbent
LEC shall receive Portable Access USF Per Line for each end user line.

(b) In any studv area within which the incumbent LEC has not established
state approved geographically deaveraged rates for UNE loops, the Portable Access USF
Support Per Line is Study Area Access USF Support divided bv total lines (both lLEC
and CLEC-provided) in that study area.

(c) Alternative 1 (proporrionate Allocation)'

In anv study area within which the incumbent LEC has established state approved
geographically deaveraged rates for UNE loops. the Portable Access USF Support Per
line is calculated as follows:

(I) Within each studv area, determine the percentage proportion of
Study Area Universal Service Support to Study Area Above Cap Revenues.

(2) Within each zone and customer class (i.e. residential/single line
business and multiline business for each zone). Portable Access USF Support Per
Line for that zone and customer class is Zone Above fUCl Cap Revenues for that
customer class times Studv .;\rea Acccss USF Support divided bv Study Area
Above Cap Revenues, divided bv the number of lines of the customer class within
that zone using base period demand.

, Parties do not agree in the methods in establishing the portable per line amOlln!.
Altemative 1 proposes that the Interstate Access-related USF shollld be distribllled
proportionately among all "above EUCL-Cap" lines.
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Altel7lative 2 (Highest COSt Zone FirstV

In any study area within which the incumbent LEC has established state approved
geographically deaveraged rates for UNE loops. the Portable Access USF Support Per
Line is calculated as follows. The support in each study area will be made portable for
lines in the highest cost zone first, and will "cascade" to lines in lower cost zones to the
extent that sufficient funding is available. Beginning with the zone with the highest Zone
Average Revenue Per Line, funding will be applied in the following order_ of priority:

(l) To all lines in the highest zone. to eliminate the anlount per line bv
which Zone Average Revenue Per Line exceeds the higher of$9.20 or the Average
Revenue Per Line in the next highest zone;

(2) If the Zone Average Revenue Per Line in the next hi ghest zone is
greater than $9.20. then to all lines in both zones to eliminate the anlount per line bv
which Zone Average Revenue per Line exceeds $9.20;

(3) To all residential and single line business lines in the highest zone,
to eliminate the amount per line that Zone Average Revenue Per Line for these lines
exceeds the higher of 57.00 or Average Revenue Per Line in the next highest zone:

(4) If the Zone Average Revenue per Line in the next highest zone is
greater than 57.00, then to all residential and single line business lines in both zones
to eliminate the amount per line bv which Zone Average Revenue Per Line exceeds
$7.00.

This "cascade" process will continue until all of the available funding has been
assigned to lines bv zone and bv customer class; it mav extend in similar fashion to
additional zones, to the extent that their Zone Average Revenue per Line exceeds
the 59.20 and $7.00 caps. and available funding permits. The per-line anlOunt
assigned to each multiline business line in a given zone would then be portable
among eligible telecommunications can·iers. as would the per-line amount assigned
to each residence line and each simde line business line in that zone.

§54.811 Preliminary Minimum Access USFSlUd, Mea

(a) If Average Price Cap CMT Revenue Per Lines",,,,,,,, is greater than $9.20

PreliminarY Minimum Access USF ""d' "Co = Price Cap CMT Revenue 'lUJ, ace' 

1157.00 X Residential & Single Line Business Lines ""J, acea X 12) + 59.20 X
Multiline Business Lines st,,," ac" X I J )

; Parties do not agree in the methods in establishing the portable per line amount.
Alternative 2 proposes the Interstate Access-related USF be distributed first to the highest
cost lines.
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(b) If Average Price Cap CMT Revenue Per Lines""" ",., is greater than $7.00
but less than $9.20 then:

Preliminary Minimum Access USF study arca =(Average Price Cap CMT Revenue
Per Line"ud""" - 57.00) X (Residential & Single Line Business Lines",~"re, X111 - .

(c) If Average Price Cap CMT Revenue Per Lines'llJ, Are, is less"than $7.00 then
the Preliminary Minimum Access USF 'IUd, aren is zero. .

§54.812 Zone and Study Area Above EUCL Cap Revenues

(a) The following steps shall be performed by the Administrator to determine
Zone Above EUCL Cap Revenues for each price cap incumbent LEC, whether or not
participating.

(I) Calculate Average Price Cap CMT Revenue Per Line stud' area.

(2) Calculate Zone Average Revenue Per Line.

(3) Calculate Zone Above EUCL Cap Revenues. Zone Above EUCL
Cap Revenues is the sum of Zone Above EUCL Cap RevenuesR"'J''''''&S,,,,',L',,Bu.<',,,,,
and Zone Above EUCL Cap Revenues "",,,,,,,B.,,",,, Zone Above EUCL Cap
Revenues RcsiJCllCCs.:SillglcL.incBusill~~~ is. within each zone, the product of Zone Average
Revenue Per Line minus 57.00 multiplied by line months. If negative, the Zone
Above EUeL Cap Revenues R<::"iJenc~&~;nglcl.il1dhL~ines: for the zone is zero. Zone Above
EUCL Cap Revenues""",,,,,,"",,,,,,, is, within eaeh zone, the product of Zone Average
Revenue Per Line minus 59.20 multiplied bv line months: if negative the Zone
Above EUCL Cap Revenues """'h""""",,' for the zone is zero. Or:

Zone Above EUCL Cap Revenues = «(Zone Average Revenue Per Line - $7.00) X
Residential & Single Line Business Lines <IUd' ,,<a X 12) + «Zone Average Revenue
Per Line - 59.20) X
Multiline Business Lines st,,", or", X 12)

Where Zone Average Revenue Per Line - 57.00 > 50.00, and Zone Average
Revenue Per Linc - 59.20 > 50.00)

(b) Study Area Above Cap Revenues is the sum of Zone Above EUCl Cap
Revenues for all zones in the studv area.

§54.813 Calculation of Studv Area Access USF Support for Areas Served bv
Pmticipating Price Cap LEes
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The Administrator, based on the data submitted pursuant to § 54,812, shall calculate the
Studv Area Access Universal Service Support for areas served by participating Price Cap
Incumbent LECs according to the following methodologv:

(l) Calculate Nationwide Total Above Cap Revenues. Nationwide
Total Above Cap Revenues is the sum of all Study Area Above Cap Revenues for
all price cap ILECs, whether or not participating.

(2)

(PSUASS).
Calculate Preliminroy Study Area Universal Service Support

(i) If the Nationwide Total Above Cap Revenues is greater than
$650 million, then the Preliminary Study Area Universal Service Support
(PSAUSS) equals the Studv Area Above Cap Revenues multiplied by the
ratio of$650 million to Nationwide Total Above Cap Revenues (i.e.
Preliminary Study Area Universal Service Support = Study Area Above
Cap Revenues X ($650 Million! Nationwide Total Above Cap Revenues).

If the Nationwide Total Above Cap Revenues is not greater than
$650 million, PSAUSS equals the Study Area Above Cap Revenues.

(3) Calculate the Minimum Delta (MD) by studv area. Within each
study area the Minimum Delta will be equal to the Minimum Access USFs""" A=

less the PSAUSS, if the difference is greater than zero. If the difference is less than
or equal to zero, the MD is equal to zero.

(4) Calculate the Total National Minimum Delta (TNMD) bv
summing all study are Minimum Deltas nationwide.

(5) Calculate the Minimum Adjustment Amount.

(i) If the TNMD is greater than S75 million, then the
Minimum Adjustment Amount (MAA) equals the product of the current
phased in percentage times the MD by studv area times the ratio of 575
million to TNMD Or:

Minimum Adjustment Amount = (MAA Phase In Percentage) X
(Minimum Delta) X (575 million! Total National Minimum Delta).

(iii If the TNMD is less than $75 million. then the MAA
equals the product of the MAA Phase In Percentage and the MD by study
area.

(61 Calculate the Total National Minimum SUPPOlt Requirement
ITNMSR). which equals the sum of the MSR for al\ studv areas. The Minimum
Support Requirement for a study area is dctemlined as follows:

(i) "Preliminary Study Area Universal Service Support x

($650 mil\ion - TNMSR);- Nationwide Sum of PSAUSS for al\ study areas
in which MSR is SO."

Iii) If the MAA is equal to zero. the MSR is the Preliminary
Minimlilll Access USFs""",,,",
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(7) Calculate Studv Area Access USF Support (SAAUS1.

(i) For study areas in which the MAA was zero, and within
which the participating price cap incumbent LEC has established
geographically deaveraged state-approved rates for WE loops, the SAADS
for that study area is equal to:

Preliminarv StudY Area Universal Service Support x ($650 million 
TNMSR) -;. $650 million.

(ii) For study areas in which the MAA was zero, and within
which the participating mice cap incumbent LEC has not established
geographically deaveraged state-approved rates for WE loops. the SAAUS
for that study area is the Preliminary Minimum Access USFs"'d'"",.
calculated pursuant to 54.811. .

(iii) For study areas in which the MAA was greater than zero,
the SAAUS for that studY area is the Minimum Support Requirement
(MSR).

§54.8l4 Support When Providing Service.

An eligible telecommunications carrier shaH receive payment of support pursuant to §
54.810 only for such months the carrier is actuaHy providing service to the end user. The
Administrator shaH ensure that there is periodic reconciliation of SUpp011 pavrnents.

§54.815 Transition Provisions.

Study Area Access USF Support amounts for the area served bv each participating price
cap incumbent LEC wiH be recalculated on Julv 1. 2000. Januarv 1. 2001 and thereafter
as detem1ined bv the Administrator.
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§61.3 Defmitions

(a) Act. The Communications Act of 1934 (48 Stat. 1004; 47 U.S.c. Chapter
5), as amended.

(b) Actual Price Index (API). An index of the level of aggregate rate element
rates in a basket, which index is calculated pursuant to § 61.46.

(c) Association. This term has the meaning given it in § 69.2(d)

(d) Average Price Cgp emRevenue peT Line Month. Price Cap eMT
ReVenue peT Month as of December 31. 1999 (including the adjustments to be mad;
pursuant to § 61.48(1» using bue period demand. diyjded bv the base period demand
number of lines as ofDecember 31, 1999. IV filing entities with multiple study areas, jf it
becomes necessary to calculate the Price Cap eMT Revenue Per Line fOT a specific study
area, then the Price Cap eMT ReVenue Per Line for that study area is deteqnined as
follgws, using base period demand revenues 'including the adiustments to be made
pUrsuapt to § 61.48(1») Base Factor Pgnipp <BFPl and lines as of DeCember 31 1999:

PriceCgpCMTRevgnuePerLinesruq'yd'Cg..::

PriceCgpCMTReyenuefjlingEntiP' x fBFPSrurb'4rm + OFF fjljggEgUp.l

~LinesSfHdrdr'W

NOthing in this definition precludes a price cap local exchange carner frOID continuing to
average rates across filing entitjes coptaining multiple study areas. where pennitted under
existing rules.

Average Price Cap eMT Revenues Per Line may be adjusted after December 31 1999 to
reflect exogenous costs.

(e) Average Traffic Sensitive a!arge. The Average Traffic Sensitive Cbarge
\vilJ be calculated bv taking the sum of revenues for Local Switching Local Switching
Trunk Pons Signalling Transfer Pojnt Pop TenninatjoD switched Direct Trunked
Transport, Signalling for swjtched Direct Trunked Traospop. Entrance Facilities for
switched access traffic Tandem Switched Transport the residual and service·related
Transport IntercoMection Charges. Info1JPation Surcharge. and Signalling for Tandem
Switching. and dividing that sum of revenues bv total Local Switching minutes of use. If
a new element is created from existing sVlitched access rate elements (such as creating a
call set·up charge out of the existing local switching rate element) the revenues
anticipated from that element will be included in the calculation of the Average Traffic
Sensitive Charge.

(fa) Balld. A zone of pricing flexibility for a service category, which zone is
calculated pursuant to § 61.47.

(&e) Base period. For carriers subject to §§ 61.41-49, the 12-month period
ending six months prior to the effective date of annual price cap tariffs, or for carriers



regulated under § 61.50, the 24-month period ending six months prior to the effective
date of biennial optional incentive plan tariffs. Base year or base period earnings shall
not include amounts associated with exogenous adjustments to the PCl for the sharing or
lower formula adjustment mechanisms.

(hf) BflSket. Any class or category of tariffed service or charge:

(1) which is established by the Commission pursUant to price cap
regulations;

(2) the rates of which are reflected in an Actual Price Index; and

(3) the related costs of which are reflected in a Price Cap Index.

(i~) Change in rate structure. A restructuring or other alteration of the rate
components for an existing service.

(ill:) Charges. The price for service based on tariffed rates.

(ki) Commercial contractor. The commercial firm to whom the Commission
annually awards a contract to make copies of Commission records for sale to the public.

at) Commission. The Federal Communications Commission.

(mk) Concurring carrier. A carrier (other than a connecting carrier) subject
to the Act which concurs in and assents to schedules of rates and regulations filed on its
behalfby an issuing carrier or carriers

<Ilt) Connecting carrier. A carrier engaged in interstate or foreign
communication solely through physical connection with the facilities of another carrier
not directly or indirectly controlling by, or under direct or indirect common control with,
such carrier.

~) Contract-based tariff A tariff based on a service contract entered into
between an interexchange carrier subject to § 61.42 (a) through (c) or a nondominant
carrier and a customer.

(Jzfl) Corrections. The remedy of errors in typing, spelling or punctuation.

we) Dominant carrier. A canier found by the Commission to have market
power (i.e., power to control prices.

up) GDP Price Index. (GDP-Pl). The estimate of the "Fixed Weight Price
Index for Gross Domestic Product, 1987 Weights" pUblished by the United States
Department of Commerce, which the Commission designates by Order.
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~fl) GNP Price Index. (GNP-PD. The estimate of the "Fixed-Weighted Price
Index for Gross National Product, 1982 Weights" published by the United States
Department of Commerce, which the Commission designates by Order.

(If) Issuing carrier. A carrier subject to the Act that publishes and files a
tariff or tariffs with the Commission.

(u) Line Month. Line demand per month mUltiplied bv nvelve.-

Q:5) Local Exchange Carrier. Any person that is engaged in the provision of
telephone exchange service or exchange access as defined in section 3(26) of the Act.

~) New service offering. A tariff filing that provides for a class or sub-class
or service not previously offered by the carrier involved and that enlarges the range of
service options available to ratepayers.

~ti) Non-dominant carrier. A carrier not found to be dominant.

Q:¥) Other participating carrier. A carrier subject to the Act that publishes a
tariff containing rates and regulations applicable to the portion or through service it
furnishes in conjunction with another subject carrier.

(z) Price Cap eMT Revenue. The maximum total revenue a filing entity
would be permitted to receive from End User Common Line charges. Presubscribed
Interexchauge Carrier charges (flees), Carrier Common Line charges: and the portion of
local switching reallocated to the Common Ljne basket pursuant to § 61.48(1). Price Cap
CMT Revenue includes marketing expenses presently collected pursuant to § 69.156(aJ.
and residual interconnection charge revepues collected through PICe charges but it does
not recover the current local exchapge carrier universal seryjce contributions as of
December 31. 1999.

ww) Price Cap Index (PCl). An index of costs applying to carriers subject
to price cap regulation, which index is calculated for each basket pursuant to §§ 61.44 or
6145

~,,) Price cap regulatioll. A method of regulation of dominant carriers I
provided in §§ 6141 through 6149.

~~) Price cap rariff Any tariff filing involving a service that is within a
pnce cap basket, or that requires calculations pursuant to §§ 61.44, 61.45, 61.46, or
61.47.

W~) Producriviry facror. An adjustment factor used to make annual
adjustments to the Price Cap Index to reflect the margin by which a carrier subject to
price cap regulation is expected to improve its productivity to the economy as a whole.
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(s8a) Rate. The tariffed price per unit of service.

~) Rate increase. Any change in a tariff which results in an increased rate
or charge to any of the filing carrier's customers.

wee) Rate level change. A tariff change that only affects the actual rate
associated with a rate elements, and does not affect any tariff regulatipns or any other
wording of tariff language.

GlbEid) Regulations. The body of carrier prescribed rules in a tariff governing
the offering of service in that tariff, including rules, practices, classifications, and
definitions.

(iiee) Restructured service. An offering which represents the modification of
a method of charging or provisioning a service; or the introduction of a new method of
charging or provisioning that does not result in a net increase in options available to
customers.

(iiff) Service Band Index (SBI). An index of the level of aggregate rate
element rates in a service category, which index is calculated pursuant to § 6\.47.

~~) Service category. Any group of rate elements subject to price cap
regulation, which group is subject to a band.

(lilffi) Supplement. A publication filed as part of a tariff for the purpose of
suspending or canceling that tariff, or tariff publication and numbered independently
from the tariff page series.

(rom) Target Rat,. SO.0055 fgr former Bell Operating Companies and GTE,
$0.0065 fOT other price cap local exchange eaWers.

UiDtt) Tariff Schedule of rates and regulations filed by common carriers.

~) Tariff publication, or publication. A tariff, supplement, revised page,
additional page, concurrence, notice ofrevocation, adoption notice, or any other schedule
of rates or regulations filed by common carriers.

(mlkk) Tariff year. The period from the day in a calendar year on which a
carrier's annual access tariff filing is scheduled to become effective through the preceding
day of the subsequent calendar year.

UwH) Text change. A change in the text of a tariff which does not result in a

change in any rate or regulation.

C1:l;fflffl) United States. The several States and Territories, the District of
Columbia, and the possessions of the United States.
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(5S) Zene Ayerage Bgellue PU Line. The Price Cap CMT Revenue pef Line
allocated to a Particular state-defined zone used for deaveragjng orUNE loop prices. The
Zgne Average Revenue ner Line is computed accordipg to the following fonnu)aj

Zone Average ReVenue per Line = (25°4 • lLOOPZMC Prjf: -I-- rooMss) -I-- U

Wbere:

U CUnifoqn Revenue per Line AdjustnlenO -
(price Cap CMT Revenue peT JineSmdy A'S?· Base Period Line§,Ndy areal (25%

•

ITCLine§I tHE ZPDC X (Loopw; pors +PO" ppsill!Nf 29DF X 12) for each zone))) Base
Period LinesSp'dv Am,,) ~ 12 wherei

(Loopzaps priss )WE Zgpe = the UNE rares for unbundled loop

(Port pos;)! JNF ZeuS = price for switch ports in that UNE zone.

§ 61.41 Price cap requirements generally.

(a) Sections 61.42 through 61.49 shall apply as follows:

(1) To dominant interexchange carriers, as specified by Commission
order;

(2) To such local exchange carriers, as specified by Commission order,
and to aU local exchange carriers, other than average schedule companies, that
are affiliated with such carriers; and

(3) On an elective basis, to local exchange carriers, other than those
specified in paragraph (a)(2), that are neither participants in any Association
tariff, nor affiliated with any such participants. except that affiliation with
average schedule companies shall not bar a carrier from electing price cap
regulation provided the carrier is otherwise eligible.

(b) If a telephone company, or anyone of a group of affiliated telephone
companies, files a price cap tariff in one study area, that telephone company and its
affiliates, except its average schedule affiliates, must file price cap tariffs in all their study
areas.

(c) The following rules apply to telephone companies subject to price cap
regulation, as that term is defined in §~bl.~tw), which are involved in mergers,
acquisitions. or similar transactions.

(1) Any telephone company subject to price cap regulation that is a
party to a merger, acquisition, or similar transaction shall continue to be
subject to price cap regulation norwithstanding such transaction.
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(2) Where a telephone company subject to price cap regulation
acquires, is acquired by, merges with, or otherwise becomes affiliated with a
telephone company that is not subject to price cap regulation, the latter
telephone company shall become sUbject to price cap regulation no later than
one year following the effective date of such merger, acquisition, or similar
transaction and shall accordingly file price cap tariffs to be .effective no later
than the date in accordance with the applicable provisions of this Part 61.

(3) Notwithstanding the provisions of § 61.4l(c)(2) above, when a
telephone company subj ect to price cap regulation acquires, is acquired by,
merges with, or otherwise becomes affiliated with a telephone company that
qualifies as an "average schedule" company, the latter company may retain its
"average schedule" status or become subject to price cap regulation in
accordance with § 69.3(i)(3) and the requirements referenced in that section.

(d) Local exchange carriers that become subject to price cap regulation as that
term is defined in § 61.3(w) shall not be eligible to withdraw from such regulation.

§ 61.42 Price cap baskets and service categories.

(a) Each dominant interexchange carrier subject to price cap regulation shall
establish three baskets as follows:

(1) A residential services basket

(2) An 800 service basket; and

(3) A business services basket.

(b) (1) The residential basket shall contain such services as the
Commission shall permit or require, including the following servIce
categories:

(i) Domestic day MTS;

(ii) Domestic evening MTS;

(iii) Domestic night/weekend MTS ;

(iv) International MTS;

(v) Operator and credit card services; and

(vi) Reach Out America.
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(2) The 800 service basket shall contain 800 Directory Assistance:

(i) Readyline 800;

(ii) AT&T 800;

(iii) Megacom 800,

(iv) Other 800; and

(v) 800 Directory Assistance.

(3) The business services basket shall contain analog private lines,
including analog voice grade private line, unless provided under contract to a
government entity, and terrestrial television transmission service.

(c) Dominant interexchange carriers subject to price cap regulation shall
exclude the following offerings from their price cap baskets:

(1) Special construction services relating to services in § 61.42 (b)(l),
(b)(2), and (b)(3);

(2) All other special construction services;

(3) American Telephone and Telegraph Company TariffF.C.C. No. 11
services;

(4) American Telephone and Telegraph Company TariffF.C.C. No. 12
servIces;

(5) American Telephone and Telegraph Company TariffF.C.C. No. 16
services;

(6) Services subject to below-the-line accounting;

(7) International private line and record carrier services;

(8) Contract-based tariffs;

(9) Services removed from price cap regulation pursuant to the Report
and Order in Docket No. 90-13::;

(10) [Removed and Reserved)

(11) All other promotional offerings;
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(12) Custom tariff services;

(13) Readyline 800 service;

(14) AT&T 800 service;

(15) Megacom 800 service;

(16) Other 800 services;

(17) Commercial services; and

(18) Such other services as the Commission may specify.

(d) Each local exchange carrier subject to price cap regulation shall establish
baskets of services as follows:

(l) A basket for the common line interstate access elements as
described in §§ 69.115, 69.152, 69.154, and 69.157 of this chapter, and that
portion of the interstate access element described in § 69.153 of this chapter
that recovers common line interstate access revenues;

(2) A basket for traffic sensitive switched interstate access elements;

(3) A basket for trunking services as described in §§ 69.110, 69.111,
69.112,69.114, 69.125(b), and 69.155 of this chapter, and that portion of the
interstate access element described in § 69.153 of this chapter that recovers
residual interconnection charge revenues;

(4) To the extent that a local exchange camer specified in § 61.41(a)(2)
or (3) offers interstate interexchange services that are not classified as access
services for the purpose of part 69 of this chapter, such exchange carrier shall
establish a fourth basket for such services_

(5) [Removed and Reserved]

(6) A basket for the marketing expenses described in § 69.156 of this
chapter, including those recovered through End User Common Line charges
and Presubscribed Interexchange Carrier charges.

(e) (1) The traffic sensitive switched interstate access basket shall contain
such services as the Commission shall permit or require, including the
following service categories:

(i) Local switching as described in § 69.1 06(f) of this chapter;

8

--.------------------



(ii) Infonnation, as described in § 69.109 of this chapter;

(iii) Oata base access services;

(iv) Billing name and address, as described in § 69.128 of this
chapter;

(v) Local switching trunk ports, as described in §" 69.106(f)(1) of
this chapter; and

(vi) Signalling transfer point port termination, as described in §
69.125(c) of this chapter.

(2) The trunking basket shall contain such transport and special access
services as the Commission shall pennit or require, including the following
service categories and subcategories:

(i) Voice grade entrance facilities, voice grade direct-trunked
transport, voice grade dedicated signalling transport, voice grade
special access, WATS special access, metallic special access, and
telegraph special access services;

(ii) Audio and video services;

(iii) High capacity flat-rated transport, high capacity special
access, and DOS services, including the following service
subcategories:

(A) OS I entrance facilities. OS I direct-trunked transport,
OS I dedicated signalling transport, and OS I special access
services; and

(B) OS3 entrance facilities, OS3 direct-rrunked transport,
OS3 dedicated signalling transport, and OS3 special access
servIces;

(iv) Wideband data and wideband analog services;

(v) Tandem-switched transport, as described in § 69.1 I 1 of this
chapter;

(vi) Interconnection charge, as recovered m §§ 69.153 and
69.155 of this chapter; and
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(vii) Signalling for tandem switching, as described in § 69.129
of this chapter.

(f) Each local exchange carrier subject to price cap regulation shall exclude
from its price cap baskets such services or portions of such services as the Commission
has designated or may hereafter designate by order.

(g) New services, other than those within the scope of paragiaphs (c) and (f) of
this section, must be included in the affected basket at the first annual price cap tariff
filing following completion of the base period in which they are introduced. To the
extent that such new servicc::s are permitted or required to be included in new or existing
service categories within the assigned basket, they shall be so included at the first annual
price cap tariff filing following completion of the base period in which they are
introduced.

.. .. ..

§ 61.45 Adjustments to the PCI for local exchange carriers.

(a) Local exchange carriers subject to price cap regulation shall file
adjustments to the PCl for each basket as part of the annual price cap tariff filing, and
shall maintain updated PCls to reflect the effect of mid-year exogenous cost changes.

(b) Adjustments to local exchange carrier PCls for the baskets designated
in § 61.42(d) (2), (3), (4), and (6) shall be made pursuant to the formula set forth in §
61.44(b), and as further explained in § 61.44 (e), (f), (g), and (h).

(1) Notwithstanding the value of X defined in § 61.44(b), the X
value applicable to the baskets specified in § 61.42(d) (2), (3), and (6) shall be
6.5% : to the extent necessary to reduce a tariff entity's Average Traffic
Sensitive Charge to the Target Rate for the first time. Once aD ILEC tariff
entiN's Average Traffic Sensitive Charge is equal tQ the Target Rate for the
first time <the fonner NYJ\TEX telephpne companies may be treated as a
separate tariff entity}, then, except as provided in paragraph (2), X is equal to
GPP-PI and DO further reductions will be mandated.(i.e. if applying the full
X-factor reduction for a gjven year would reduce the Average Traffic
Sensitive Charge helo'" the Target Rate. the amount of X-factor reduction
applied that vear wjll be the amount necessary to reach the Target Rate).

For companies with separate tariff entities under a single cap.
the (oUawing rules shall apply:

0) Targeting amounts as defined in 61.45 fi)O) SNU
iQentifh:d separatelv using the revenue for each of the tariff entities
under the cap t
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fin Each tariff entity sball onlv be required to use the amount of
tygeting nscessID to get to the $0,0055 or $0.0065 Target Rate,

(2) Once an !LEe achieves the following: 1) the Tariff Entity's
Average Imffic Sensitive Charge bas at least once teacMQ the Target Rate,
eVen iris subsegu;ptlv deviated trpm the Target Rate pursuant to
§ 61 .45(j)(4); 2) the Carrier Common Line and PICe rates are eliminated' and
3) the primary residential and single line business End User Common Line
charge reaChes the Average Price Cap eMT ReVenue Per Ljne,- the X-factor
for the COmmOD Line and Marketing baskets will equal GDP-PI as IODg as
GDP-PI is less than or equal to 6 5°19 and greater than Dey?: If ODP-PI is
greater than 6,5 %

, the X-factor for the Common Ljne and Marketing baskets
will equal 6.50/0 and all End User CommoD Line charges win be jncreased by
the djfference between Gnp-PI and the 6.5°/q X-factor. If GOP-PI is less than
0, the X-factor fOT the Common line and Marketing baskets win be QI

Q~) For the basket specified in § 61.42(d)(4), the value of X for all I
local exchange carriers subject to price cap regulation, shall be 3.0%.

(3) IReBul'led lind Regel'¥ed)

(c) Adjustments to local eXChange carrier pels for the baskets designatecUn
§ 61.42(4)0), (2), (3) and (4) shall be made pursuant to the followjng fODDulas:

(1) Common Line.

Ul..Subject to paragraphs ~(ID tej(2) and (e) of this section,
adjustments to local exchange carrier PCls for the basket designated in
§ 61.42(d)(l) shall be made pursuant to the following formula:

PCI, =PCI,.l[l+w[(GDP-PI- X - (g/2))/(l .,. (g/2))] -l>ZIR]

Where the tenDs in the equation are described in (c)(6) below

GOP PI tlte ~efeenlB:!e eRftRge ill tilt GOP PI bet'. een the <il:ttll"ler eneif\~

si!( "tIlfl1'\tftS l"ier Ie the ,1'Ic-:etiye del:: sf the flew BRlll::ltll lft:riff
BRe lRI:' eel"! eSl't:llleil1= <JtltlFler of U'.e ~re .. ietls yetlf.

y
.t

the nHie ef llllllHl:es ef elSe per tleeess line d"rill" tRe eese peri ea.
te minutes sf !:IS, ~er aeeC55 line dtlrift= tfie t'Jfe\"iet::ls flfioSe
fleriea. 1'ftlllltS 1.
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AZ

R

the eellar effeet ef el:tft"eftt fe~l&te~ ehftrt~e5 'Nfteft eefUp81"ed fa
the re;ltllatie"3 in efket at the tiffte the PCI \\'£\:5 1:tl'dfttc::e te
Pf=.lt-h ffleft5ttrea at ease "friee Je·. (1 efepefatie"3~

base "cried qt:laAtities fer eat;' rate elelflerit "i". lfH:lltipliea 6"
the }'fiee fer eaeh fate e-Iemeflt lIi" at the time the PCl 'A'tl'5

t1ralltee fe PCI....;

'Ii' = R AZ. ttll tii ..ieee by R,

pg,.=----#t:!l"'e...ll..e....'.......pPf'C~l-\'\,..lIllt-tt"'e-,IIfttl'lfl1e

P8,.;.=--~tlI..1e""'i1'i..1I..ll'I..e"'6~ia"'t..e~J)...r"'f...e"'e...ea"'i;,.I\"'~-1Pfl<Cg..I ....'1~81It-u""'e.

(ll;;) The formula set forth in paragraph (c)(l)lll of this section
shall be used by a local exchange carrier subject to price cap regulation
only if that carrier is imposing a carrier common line charge pursuant to
§ 69.154 of this chapter. Otherwise, adjustments to local exchange
carrier pels for the basket designated in § 61.42(d)(l) shall be made
pursuant to the formula set forth belgw; ~ 61.44(6), 11116 !,flI't1e'f'll!'hs (i)
tl:ll6 8) ef this seetiefl. Ilfle liS ful'tl1er el!!,leine6 ill § 61.-11 (el. (f), (0)'
ena (h), Fey the 1't:t11'6ses sf this fJft1'8~l'h, ane t,et-\\,ithst8flEiit\k t:he
.BllIe erK 6eHIletl ill § 61. l1(e). file X c"llltte Il!'l"lieaele t8 the eltllkel
speeified in ~ 61.42(d)( I) Sllllll be 65'! O.

PC4 = PCL.J.[]+wfCGDP-PJ-XI + 4Z1R7

where the terms in the equation are described jn section (£)(6) below.

(2) Adjustments to local exchange carner pels for the Traffic Sensitjve
basket designated in § 61.42(4)(2) shall be made as follows:

pC!. = PCL.J.U +w{(GDP-Pl- )Q + 4 ZlR 7

where the teDDs in the equation aTe described in section (£)(6) below.

(3) Adjustments to local exchange earners' pels for the TDlnking
basket designated in § 61.42(4)(3) shall be made as follows:

pC!. - PQ",/hv[(GQP-PI- l;2 ~ 42187

where the Iews 10 the equation are described in section (£)(6) below.

(4) Adjustments to local exchange carriers' pels for the Ipterexchange
basket desjgnated in § 61.42(d,)(41 s!J.all be made pursuant to the following
formula:

12



PClr = PCIJ;J.{]+wiirrGpP-Pl- XI -+- 4 YiR+ 4Z!Rl

where the tenns ip the equation are described in section (£)(6) belgw.

(5) Adjustments to local exchange earners' pels fOT the Marketing
basket desi mated in § 61,42(4)(6) shall be made pursuant to the following
Connu)D:

pC/. - PC4.J.{]+w{CGDP-Pl- XI + 4Z!Rl

where the teons in the equation are described in sectjoD (£)(6) below.

(6) reI lew definitions. pel fOUlJulas in sections (c)(]) througb
(£)(51, above, contain some or all of the following components, which are
defined here:

GDP-PI For annual tHings only. the percentage change in the GDP-PI
between the quarter ending six months priOT to the effective date
pithS new annual tariff and the corresponding quaner oithe
previous vear For all other filings. the value is zero:

x

g

=

=

For the Cpmmgn Line Traffic Sensitive. TruPkipg and Marketing
baskets fOT Annual Filings only, the factor set at the level
prescribed in subsection fb)O )-(2). For the Interexchange
Basket. for annual filings only. the factor is set at the level
prescribed in subsection (b)(31. For aU other filings, the value
IS zero.

Fgr annual filings onlva the ratio ofminutes of use peT access line
during the base period, to minutes oruse peT access lioe during
the prevjous base period, all minus I. For all other filings, the
value is zero.

4Z the dollar effect of curreDt regulatory changes when compared to
the regulations in effect at the time the PCI \\'3S updated to
PClj;J measured at base period level of operations.

AX (new access rate· access rate at the time the PCI was updated to
PCIJ;.l) x (base period demand) summed for all access rate
elements.

R ::::: base period quantities for each rate element III", multiplied bv the
price for each rate element "1" at the time the PCI \\'a5 updated
to PCI:;J..

w R ~ 4Z. all divided b\' R (used for the common line. traffic
sensitive. Inlnking. and marketing baskets).

13
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wi,t = R - 'ascess rate in effect at the time the PQ Was updated to PClkJ..A
base period demand) + AZ, all diyjd;d bv R,j

PCI, = the new PCI valU;.

PCIkJ = the immediately preceding pel value

Targeted Reductiop - the Remal pQssible dollar value Qfthe ?GDP-eI - Xl
reductions that win be targeted t9 the Average IIamS Sensitive
Charge 'as defined in paragraph 61 45(0(3) of this chapter),

(d) The exogenous cost changes represented by the term "!!.Z" in the formula
detailed in paragraphs (b) and (c) of this section shall be limited to those cost changes
that the Commission shall permit or require by rule, rule waiver, or declaratory ruling.

(I) Subject to further order of the Commission, those exogenous
changes shall include cost changes caused by:

(i) the completion of the amortization of depreciation reserve
deficiencies;

(ii) such changes in the Uniform System of Accounts, including
changes in the Uniform System of Accounts requirements made
pursuant to § 32.16 of this chapter, as the Commission shall permit or
require be treated as exogenous by rule, rule waiver, or declaratory
ruling.

(iii) changes in the Separations Manual;

(iv) changes to the level of obligation associated with the Long
Term Support Fund and the Transitional Support Fund described in §
69.612;

(v) the reallocation of investment from regulated to nonregulated
activities pursuant to § 64.901;

(vi) such tax law changes and other extraordinary cost changes
as the Commission shall permit or require be treated as exogenous by
rule, rule waiver, or declaratory ruling.

(vii) as ofJapuap'! 2000. the retargeting of the PCI to the level
specified by the Commission for carriers whose base year earnings are
below the level of the lower adjustment mark wjll be eliminated uptj!
JanUary 1 :2 D05 .

(viii) inside wire amortizations

14



(ix) the completion of amortization of equal access expenses.

(2) (i) local exchange carriers specified in § 61.41(a)(2) or (a)(3)
shall also make such temporary exogenous cost changes as may be
necessary to reduce PCls to give full effect to any sharing of base
period earnings required by the sharing mechanism set forth in the
Commission's Second Report and Order in Common Carrier Docket
No. 87-313, FCC 90-314, adopted September 19, 1990. Such
exo'genous cost changes shall include interest, computed at the
prescribed rate of return, from the day after the end of the period giving
rise to the adjustment, to the midpoint of the period when the
adjustment is in effect.

(ii) local exchange carriers specified in § 61.41(a)(2) or (a)(3)
shall not be subj ect to the sharing mechanism set forth in the
Commission's Second Report and Order in Common Carrier Docket
No. 87-313, FCC 90-314, adopted September 19, 1990, with respect to
earnings accruing on or after July I, 1997. This paragraph has no effect
on any sharing obligation of any local exchange carrier relating to
earnings accrued before July I, 1997.

(3) Local exchange carriers specified in § 61.41(a)(2) or (a)(3) shall, in
their annual access tariff filing, recognize all exogenous cost changes
attributable to modifications during the coming tariff year in the obligations
specified in § 61.45(d)(l )(iv) as well as those changes attributable to
alterations in their Subscriber Plant Factor and the Dial Equipment Minutes
factor, and completions of inside wire amortizations and reserve deficiency
amortizations.

(4) Exogenous cost changes shall be apportioned on a cost-causative
basis between price cap services as a group, and excluded services as a group.
Exogenous cost changes thus attributed to price cap services shall be further
apportioned on a cost-causative basis among the price cap baskets.

(5) After January 1t 2000 exggenous adjustments will be recovered
from seryices other than those used to calculate the Average Traffic Sensitive
Charge.

(e) The "w[(GDP-PI - X - (g'2))/(l + (gi2))]" component of the PCI fortnula
contained in paragraph (c)(I)(i) of this section shall be employed only in the adjustment
made in connection with the annual price cap filing.

(1) The exogenous costs caused by new services subject to price cap regulation
must be included in the appropriate PCI calculations under paragraph (c) of this section
beginning at the first annual price cap tariff filing following completion of the base
period in which they are introduced.

15
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(g) In the event that a price cap tariffbecornes effective, which tariff results in
an API value (calculated pursuant to § 61.46) that exceeds the currently applicable PCl
value, the PCl value shall be adjusted upward to equal the API value.

(h) [Removed and reserved.]

(i) f 1) ~;6twith5tfHltl:ift~ the ~fe ,·isiells efl'W'ttgTtt1'ks (6) ttrtd (e)'ef thi:;
seetidft. Me st!6jeet 16 tfle limitatiertS eff'afa~fat"k til eftfi:is seetiefl. pI iee ears
leeaI e.tehttnge famers ffi8t are reeeYel'ing jnt~f'eeftfteelien eh.afge revenues
tftl'6't1gh pel milltlte reteslltl~t1f1l1t te § 69.124 6r ~ 69. J55 efthis elllll'ter slltlll
taf;et~ te the extern neeeS5B:P/ fe elifflifl8£e tfle feee very e f au) rresitit:ltlJ
ittter=e6AfH:etien ekMJe fe' elUteS {"peugh l'ef fflmtHe rtNes. art:. PCl ¥eduetieRS
t15s6eifltee ",iEllthe btl5ltets 6esi~flteol ill ~ 61.12(6)( J) M6 (2) thet restllt frelfl tile
a~f'lie8ti8f1 aftRe k3nlntla if! ~ 61. -15te), enSl't!fStt8¥lt fa ~ 61.1S(e). apr1;eatiefl el"
ilie ftwlfltlle ill ~ 61.14(5) fI5 ii:lrtheF enpltlillee in ~ 61.1 He). (t). (f). tllla til). lethe
PCl fer the easlcet 6e9i~fttLtee in ~ 61.42(8 )(3). ,,·jEIl floe tlajttsUfletll eeifl;:o Ifuu:ie ta
the PCls fef tile efl5kelS E1esigft81eEl ill ~ ()1.42(E1H 1) 1t116 (2) fI5 a I'eStllt 6fthe
ef'Jplietlliellaftlle fefllH:lltl ill ~ 61. Hfe) 8Il6 § 61.45te). Tilese reatteliells ale Ie
be Ifltl6e tlftef tile IltljtlSElflerll is 1l1t1tie te the PCl fer the fttl9kel t1esi';lIllteti ill ~

e1.12(E!)(~) restl!till; [rem the af'Jl'lieeEiall ef fhe fe!'ll'ltlJe ill § 61.1 ~(ft). liS ftlrtller
e'll'hlitwl iR ~ 61.\4te). (I). (,;) aile (h).

st:1ejeet let (lie JiJflitatisRs sf "sftlgf9ph tj) 6f tHis seet16f1. ,,1get:: ea" leeal eAefJa:t1ge
etif'fiers tfltN ttfe reee iel ill: iftteteoltneetieft ehtt!'~e ff ..enues tflr0tt;fi "er rnihttle
Hiles t'HtfStHiflt ta § 69.155 ef this ebafJler 5"811 tflf':.et. let the e.Hent neeessftfy te
elilllilltlte Ille reee.er:' tlf lilly reSi6tlel illlereeRfleelitlll ehtlf;e re. ellttes tllftltlgh
per l11illtlte reus. ell~ PCJ retltletialls tlSStleitllea \\ itll the basket t1esigllfltee ill
~ 61.1216 lie) thel restllt frotlll'l the llf'JfllieBtiap. af the Feflfltlltl ill ~ 61.44(b). 8S
ftlrther e.<I'!eilJetl il1 ~ 61.-I4(eJ. Ifl. 1';1. Bllol 'Ill. Ie llle PCl fer Ihe besket
6esi"flllled ill ~ 61.42faIC)......ith 116 tltljttS!ll1el1t beil1" lllfide Ie the PCJs fer tile
"!:lsl,el E1esi:lleled ill \ 61.421f1)(6) llS!:l restllt tlftbe 8f'Jfllieetiell eFthe fel'flmle ill §
6J . 14(bl- This re6ttetiel1 is 15 "lie 1I1ede Bfter tillY lltljtlSlll'lem 111a6e I'ttFStifIRl te
f'J.trtl;rtlph Ii)! 1) ef tllis seetiell.

(3) Thr5tl,;h Deeember 31. l')')~. the reatletitlll in tile PCI ltJr Ilie bBsket
desi"IIBled in ~ 61.4}\6j(J) t!ttll restll15 fr51ll pMr!:ldrtlpll (i)( I) afthis seeliall shell
be aelel'fllilled hy fli\;ehll: Ihe Stlll' tlf th, dellBr effeels 51' tile PCI Feeilleliells Ibsl
,'.ettle htl. e epf'Jlied it' Ihe !:lesliels desi"nBled if! ~ 61.-1'16)( II tlnei lei)I}) e.,eepl

j(1f tfi, l'l'o'ilsi(1t\s of I'tlftl:rtll'h Iill!1 6f tim seeli"n by Ihe dall.tl' tll11tlttlll

ftsseeiatea ,.-iih l~e PCI fer tilt.: hasketdcsi;ndred in ~ 61.42ftj)l~ I. tma RlultiplyiRg.
Ille PCl j"(,r lhe htlshel deS;flltltefi ill ~ 61.';11<11(:) b:. ene "";lltlS 'lbe "stlhif!~-
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(4) EfTheti ,'e lafttlft1y L ] 998. the feBl.ietieft ift a,e PCI fer tRe easket
8esi~lIletl ifl § 61.12(8)(3) Iftlll reSt111S &erl! 1'1Il'll;'!'lIl'lls (i)(l) 1U16 (i)(2) ef Ihis
seetisn shall be aetenlliaea e:c' aivitliftb the Slim sf the aeUar effeets sf the PCI
restletieu5 that "..stllci }lave apf'Jies te the 6sslte!S eesignstee ifl § 61..t1(a)( 1),
(8)(2), lind (d)(6), elteel't fer the I'Fe\'isiefis ef 1'1I1'1lg'l'llplls (i)(l) IUIB fi)(2) ef litis
seetieft. ey the BellM 8:fflI81:tftt 85sSeitttee ''litn me PCI fef me ea-sl<et aesi_'flB:red i8
~ 61. 42(8\{3)~ ana ffll.ihif'l~ tug !fie PCI fef the baslfet eesizflatea in § 61~42(a)(3)
fl) ene :ffi:ifttl5 me res1:ilting yetle. - -

(j) (1) Price cap local exchange carriers that are recovering revenues through
rates pursuant to 56 69106 69.108 69,109.69.110,69.111,69,112.69.113,
69.11869.123,69.124 69.125 69.1290r§69.1550fthiscbaptershaUtarget to
the extent necessary to reduce the Average Traffic Sensitive Charge to the Tatget
Rate for the tirs! time anv PCI reductions assgciated with the dgllar impact of the
Common Trine. Traffic Sensitive, Tmnkipg and Marketing baskets' GDP-PI and
productivity factoI, as those items are described in paragraph (c)(6) of tbjs
section In order to calculate the 3cmal dollars to transfer t9 the Trunking and
Traffic Sepsitive baskets. caniers will first detennine a "Targeted Revenue
Differential" bv basket, and then detennine the "Targeted ReVenue Differential"
that wi}] be transferred to the lrunkipg and Traffic Sensitive baskets to reduce the
Average Traffic Sensitive Charge to $0,0055 or $0.0065 whichever is applicable.
Dollars that are transferred to the Tnmking and Traffic Sepsitive baskets from the
Common Line, Traffic Sensitive, Trunking and Marketing baskets shaH not be
used to reduce the pels in those baskets. Before detennining the portion pf
Targeted Revenue Differential that will be targeted to the reduction of the
Average Traffle Sensitive Charge, from the Common Line, Traffic Sensitive,
ImMing and Marketing baskets. orice cap local eXChange carriers shall first
calculate the Targeted Revenue Differential associated with the Commgn Line,
Traffic Sensitive, Imnking and Marketing baskets.

!i) the price cap local exchange carrier shall use the following
founula:

Taroeted Revenue Differentjal = R * (GDP-PI - X)

(2) Anv such exogenous adjustments shall be reflected in the various pels
and SBIs jn the same manner as the\' would iithere were no targetino. However.
after January 1 2000, exogenous adjustments will be recovered from services
other than those used to calculate the Average Traffic Sensjtive Charge.

(3) Until a Tariff entirv's Average Traffic Sensitive Charge equals the
Target Rate fOT the first time. the aggregate reductions \vjthin a given tadffJj1ing
entit" frOID applicatjon oiths X-factor adjustment in the price cap formula across
all of that entity's interstate price cap baskets (less access reductions, if anv t the
ILEC chooses to apph' as oelul" I, 200] to reduce Special Access rates up to the
amount of reductions Special Access would get through an untargeted application
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pithe X-factor adiustment) will be targeted to reduce the following rates for that
tariff filing entity, in order of priority;

en To the residual Pet minute Transport IntetCgooectioQ Charge
lm1iJ..that rate is $.9,00; then

(in To the JpfOPJlatioD Surcharge. until that rate is $0.00' then

- (iii) To the Loca] Switching charge and Switched Transpgrt
charges uptil the tariff entity's Average Traffic Sensjtive Rate equals the
Target Rale for the first time. In making these reductions, the reductions
to Local Swjtching rates as a percentage of t0ti] X-factor reductions must
be greater than OI equal to the percentage proportion of Local Switching
revenues to the total sum of revenues fOT Loca! Switching. Lpcal
Switching Tnmk Pons, Signalling Transfer Point Port Terminatign,
Switched Direct Tnmked Transport, Signalling for Switched Direct
TDlDke4 Transport, Entrance Facilities for switcb;d access traffic, Tandem
Swjtch;d Trauspon, and .signalling for Tandem Swjtching (j.e., Local
Switching gets at least its proponionate share ofreductiops),

(4) After an !LEe reaches the Target Rate level. the Averags Traffic
Sensitjve Rate wjll be recalculated each Annual Filing following, This process
will identify the new Average Traffic Sensitive Charge for the new base period
level. Due to change in base period demand and inclusioD of new servjces for that
Annual Tariff filing, the absolute level of a tariff entjty's Average Traffic
Sensitive Charge may change. The resulting new Average Traffic Sensjtive
Charge leyel will be what that tariff entity will be measured agajnst during that
base period. For example, jf a comPanv was at $0.0055 during the 2000 hooual
Filing. that level may change to SO.0058 in the 200] Annual filing due to demand
and new services. Therefgre. it \\'ill be the 59.0058 that the tariff entity win be
measured against for all Don-annual filings. Likewise if a compan\' was at
50.0055 during the 2000 filing that level rna" change to $0.0053 in the 2001
Annual Filing due to demand and new services. In that case. it will be the
$0.0053 level that the tariffsnritv will be measured.

ti I III t1eleRflillillg the e'(lent ef the taf,;t'lin,; lh~l shull aeel:lr J'l"r5l:ltlllt te
r~re~rl:lphs (illl) B:lia (ij(ll 1:>( 11m Seelltll\ ~1l8 dJi-l~lilll I end (HP), 16e~1 e.lelltlfl,;e
chl:lJ riers shell:

(1) Cal'll1'Jl:lte their dl=tlieirn':ted resiEltJRI if'lh:fet1P1fh~eti6n e19::tl";e t1ffldllflt By
e'(e[tld;",,, re. eft!!es tAet tire e'lpeeled I'" fie rc,,1l6el:lled I", ees\ e6t1sell ,·e
ttieilities eased: el=wn"es if} the futl::lre. Ie clt::teu't1:iRe inteteallfteetisl'l ehl:if;e
em6tltHS 3a eKe/tided in earmeellc1f1 with the lui:, I. 199- IBAf[ filin,,5, the
[ellen i",,, laetll e:<eI'.611"e e"ff,ers 510,,11 lise tiS "" e";"'''1< ef. llie resietlel
intereallfleetien ekttr~e re*(enttes the speeified resjdtltil ilHereenfteetien eh8r~e

J'ereC:l'lta:::e: )'?.::>;EX, -:"~.(,:, fJcreeflL BdlSel:ttM. 56.93 pereell!: U S 'Vest. S9.1-1
J'lereefl\~ Bell Allentie. !,2.'.'E> percent: Sal:llh" eSlel'1l Bell Tele"helle, 69.11
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refE!eflt. elle PaeiHe Be)) ana 'Ne't"a6a Bell. 5::.52 I'ereeflt. Eae}, feftltHrtiflb f',;ee
£81' leea1 e"ehtmge femer sflaB estimate e fesistttd mtere8flfteeti8f1 efulfge in en
am8tiflt fEttle} te S5 l'ereeftt of its etlffent iftfefe6Meeti6fJ ehB:l'g:e ret.. etlues. fer
St:l6SeEll:leftt tariff filings in ~yhlefl the PCI reatietiellS 8fe la ee lSfgetee teo tt1e
ifltel'eB1H!eetiefl ehMge. lflese jftjtial estimates shall Be asjt:lstea fa rre~eet the
aett!B:l ttft16tU!ts £flat have 61 will ee reelleeetee. If the lise sf these estifttates
results ifl !!:1epe PCl resttefiem eeiflg tat'!etee1 t6 tfte iHtereeMee.tiefl eftafge tkan
reEJt1H fa fa ehft'1ine:e the f'er mllUtte intereeHfleetiefl ehfu=ge, i:fle leeal e.tefl8flge
fatTier sftall tUske the BeeeS58:fY eX6hefl6't15 esjtlstmeftts 16 ,-e';etSe the f{feets ef
thE e.<eess tM~etj:f}~.

(2) ~i6t iftelttae the ltill6t1ftt 6fllll~' eX6geft6tl5 llajllst:mellt5 reGeetea illtlle z
eeffl1'6fleftl sf the fe":lHlla:s if! §§ 61.1~ (6) Mel 61. 4S(e). .\fly st!efi exe,genetls
ftajtl:5tftleats shatl ae feHeetea ill the \ arietts pels 811B: SDIs if} [fle saffle ffl8ftfler 8S

they y;etde if there 'iVefe t1e targetiftg.

0) [Removed and ReseryedJ

(k) The calculation of the PCI for the basket designated in § 61.42(d)(3) shall
include any residual interconnection charge revenues recovered pursuant to §§ 69.153
and 69.155 of this chapter.

(I) The calculation of the PCI for the basket designated in § 61.42(d)(6) shall
include any marketing expense revenues recovered pursuant to §§ 69.153 and 69.156 of
this chapter.

§ 61.46 Adjustments to tbe API.

(a) Except as provided in paragraphs (d) and (e) of this section. in connection
with any price cap tariff filing proposing rate changes, the carrier must calculate an API
for each affected basket pursuant to the following methodology:

where

APit =

APlt.l =

Pt =

pt.l =

v, =

the proposed API value;

the existing API value.

the proposed price for rate element "i"

the existing price for rate element and "i"

the current estimated revenue weight for rate element "i,"
calculated as the ratio of the base period demand for the rate
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element "i" priced at the eXlstmg rate. to the base period
demand for the entire basket of services priced at existing rates.

(b) New services subject to price cap regulation must be included in the
appropriate API calculations under paragraph (a) of this section beginning at the first
annual price cap tariff filing following completion of the base period in which they are
introduced. This index adjustment requires that the demand for the new service during
the base period must be included in determining the weights used in calculating the API.

(c) Any price cap tariff filing proposing rate restructuring shall require an
adjusonent to the API pursuant to the general methodology described in paragraph (a) of
this section. This adjusonent requires the conversion of existing rates into rates of
equivalent value under the proposed structure. and then the comparison of the existing
rates that have been converted to reflect restructuring to the proposed restructured rates.
This calculation may require use of carrier data and estimation techniques to assign
customers of the preexisting service to those services (including the new restructured
service) that will remain or become available after restructuring.

(d) (1) Subject to paragraph (d)(2) of this section. and in connection with
any price cap tariff proposing changes to rates for services in the basket
designated in § 61.42(d)(I). the maximum allowable carrier common line
(CCL) charges shall be computed pursuant to the following methodology:

CCLMolJ = CLMou * (I + % change in CL PCI) - (EUCLMou + PICCMou) *
1 I (I +(g/2))

where

CCLMou = the sum of each of the proposed Carrier Common Line rates
multiplied by its corresponding base period Carrier Common
Line minutes of use. divided by the sum of all types of base
period Carrier Common Line minutes of use,

CLMou = the sum of each ofthe existing maximum allowable Carrier
Common Line rates multiplied by its corresponding base period
Carrier Common Line minutes of use, plus each existing
maximum allowable End User Common Line (EUCL) rate
multiplied by its corresponding base period lines, plus the
common line portion of each existing maximum allowable
Presubscribed Interexchange Carrier Charge (PICC) multiplied
by its corresponding base period lines. divided by the sum of all
types of base period Carrier Common Line minutes of use,

EUCLMou = maximum allowable End User Common Line rates multiplied by
base period lines, and divided by the sum of all types of base
period Carrier Common Line minutes of use,
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