(1) 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 1s available, shall be used.

{(2) For the purpose of developing 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 study 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

854.810  Portable Access USF Support

(a) Each Eligible Telecommunication Carrier (ETC) that provides local
exchange service. except through the resale of ILEC retail services pursuant to 47 U.S.C.
§254(ci(4). to an end user within the study area of a 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 by total hines (both 1LEC

and CLEC-provided) in that study area,

(c) Alternative | (Proportionate Allocation)*

In any studv area within which the incumbent LEC has established state approved
geographically deaveraced rates for UNE loops, the Portable Access USF Support Per
Line is calculated as follows:

(N Within each study 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 1s Zone Above EUCL Cap Revenues for that
customer class times Studv Area Access USF Support divided by 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 amount.
Altemnative 1 proposes that the Interstate Access-related USF should be distributed

proportionately among all “above EUCL-Cap™ lines.




Alternarive 2 (Highest Cost Zone First)’

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
exlent that sufficient fundine is available. Beginning with the zone with the highest Zone
Average Revenue Per Line, funding will be applied in the following order_ of priority:
{13 To all lines in the highest zone, to elinunate the amount 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 highest zone is
greater than $9.20, then to all lines in both zones to eliminate the amount per line by
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 $7.00 or Averave Revenue Per Line in the next highest zone:

(4) If the Zone Average Revenue per Line in the next hichest zone is

greater than $7.00, then to ali residential and single |ine 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 lmes bv zone and bv customer class; it may extend in similar fashion to
additional zones, to the extent that their Zone Average Revenue per Line exceeds
the $9.20 and $7.00 caps, and available funding permits. The per-line amount
assigned to each multiline business line in a given zone would then be portable
among eligible telecommunications carriers. as would the per-line amount assigned
to each residence line and each single line business line in that zone,

$54.811  Preliminary Minimum Access USFswdv arca

(a) 1f Average Price Cap CMT Revenue Per Lingy,, a...iS greater than $9.20

then:

Preliminary Minimum Access USF sudy ares = Price Cap CMT Revenue sty area -
((87.00 X Residential & Single Line Business Lings sudvara X 12) + $9.20 X
Multiline Business Lines swdv area X 121}

* Parties do not agree in the methods in establishing the portabie per line amount.
Alternative 2 proposes the Interstate Access-related USF be distributed first to the highest
cost lines.




(b) 1f Average Price Cap CMT Revenue Per Lineg,,, 1., 15 greater than $7.00
but less than $9.20 then:

Preliminary Minimum Access USF swdv arca = (Average Price Cap CMT Revenue
Per Lin€ oy, 1..- $7.00) X (Residential & Single Line Business Lines 4, e X
12) -

(¢} If Average Price Cap CMT Revenue Per Lineg i are, 1S less than $7.00 then
the Preliminary Mimimum Access USF swdv area iS ZETO.

§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.

(H Calculate Average Price Cap CMT Revenue Per Line swdy area.

(2) Calculate Zone Averagse Revenue Per Line.

(i) Calculate Zone Above EUCL Cap Revenues. Zone Above EUCL

Cap Revenues is the sum of Zone Above EUCL Cap Revenues, . icoes singieLineBusiness
and Zone Above EUCL Cap Revenues  uiimepwiness 20ne Above EUCL Cap
REVENUES ¢ iionces singeL incBusimess 18- Within each zone, the product of Zone Average
Revenue Per Line mipus $7.00 multiplied by line months. 1f negative, the Zone
Above EUCL Cap Revenues ,_.encessinglet inetsusiness 1O the zone is zero. Zone Above
EUCL Cap Revenues ., incnusiness 15, Within each zone, the product of Zone Average
Revenue Per Line minus $9.20 multiplied bv line months; if negative the Zone
Above EUCL Cap Revenues \, iineiasness_LO7 the Zone is zero. Or:

Zone Above FUCL Cap Revenues = ((Zone Averave Revenue Per Line - $7.00) X
Residential & Single Line Business Lines suuvarea X 12) + ((Zone Average Revenue
Per Line - $9.20) X

Multiline Business Lines studv ares X 12)

Where Zone Average Revenue Per Line - $7.00 > $0.00. and Zone Average
Revenue Per Line - 89 20 > £0.00)

(b} Study Area Above Can Revenues is the sum of Zone Above EUCL Cap
Revenues for all zones in the study arca.

854.813  Cualculation of Study Area Access USE Support for Areas Served by
Participating Price Cap LECs




The Adminjstrator, 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 methodology:

(1) 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) Calculate Preliminary Study Area Universal Service Support

SUASS).

{1)__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 Studv Area Universal Service Support = Study Area Above
Cap Revenues X {3650 Million / Nationwide Total Above Cap Reveniues).

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 study area. Within each
study area the Minimum Delta will be equal to the Minimum Access USF, 4, ana
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) by
summing all study are Minimum Deltas nationwide.

(5) Calculate the Minimum Adjustment Amount.

(i} If the TNMD i1s greater than $75 million, then the
Minimum Adjustment Amount (MAA) equals the product of the current
phased in percentage times the MD by study area times the ratio of S75
million to TNMD Or:

Minimum Adjustment Amount = (MAA Phase In Percentage} X
{(Minimuim Delta) X ($75 million / Total National Minimum Delta).

(i1) If the TNMD is less thapn $75 million, then the MAA
equals the product of the MAA Phase In Percentage and the MD by study
area.

(6) Calculate the Total National Minimum Support Requirement
{TNMSR). which equals the sum of the MSR for all studv areas. The Minimum
Support Requirement for a study area is determined as follows:

(1) “Preliminarv Study Area Universal Service Support x
($650 million - TNMSR) = Nationwide Sum of PSAUSS for all study areas
in which MSR 15 $0.7

{ii) If the MAA is egual to zero. the MSR is the Preliminary
Minimum Access USFq e




{(7) Calculate Study Area Access USF Support (SAAUS).

(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 UNE loops, the SAAUS
for that study area is equal to:

Preliminarv Study Area Universal Service Support x {3650 million -
TNMSR) + $650 million, o

(1) For studv areas in which the MAA was zero. and within
which the participating price cap incumbent LEC has not established
geographically deaveraced state-approved rates for UNE loops, the SAAUS
for that study area is the Preliminary Minimum Access USF, 4.an
calculated pursuant to 54.811.

(ii)  For studv areas in which the MAA was greater than zero,
the SAAUS for that study area is the Minimum Support Requirement

{MSR).

854814  Support When Providing Service.

An eligible telecommunications cammer shall receive payment of support pursuant to §
54,810 onlv for such months the carrier is actually providing service to the end user. The
Administrator shall ensure that there 1s periodic reconciliation of support pavments.

354.815 Transition Provisions.

Study Area Access USF Support amounts for the area served by each participating price
cap incumbent LEC will be recalculated on July 1. 2000. January 1, 2001 and thereafter
as determined by the Administrator.




§61.3 Definitions

(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 itin § 69.2(d)
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(fd) Band. A zone of pricing flexibility for a service category, which zone is |
calculated pursuant to § 61.47. .

(ge) Base period. For carriers subject to §§ 61.41-49, the 12-month penod !
ending six months prior to the effective date of annual price cap tanffs, or for carmers




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 eamnings shall
not include amounts associated with exogenous adjustments to the PCI for the sharing or
lower formula adjustment mechanisms.

(bf) Basket. Any class or category of tariffed service or charge:

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

(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.

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

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

(k1) Commercial contractor. The commercial firm to whom the Commission
annually awards a contract to make copies of Commission records for sale to the public.

(11) Commission. The Federal Commumnications Commission.

(k) 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
behalf by an 1ssuing carrier or carrners

(oY) Connecting carrier. A cammer engaged in interstate or foreign
communication solely through physical connection with the facilities of another carmer
not directly or indirectly controlling by, or under direct or indirect commeon contro} with,

such carrier.

(gm) Contract-based tariff. A tariff based on a service contract entered into
between an interexchange carner subject 1o § 61.42 (a) through (c) or a nondominant
carrier and a customer.

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

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

(zp) GDP Price Index. (GDP-PI}. The estimate of the "Fixed Weight Price
Index for Gross Domestic Product, 1987 Weights" published by the United States
Department of Commerce, which the Comrmnission designates by Order.




(s&) GNP Price Index. (GNP-PI). 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.

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

(vs) 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.

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

(xt) Non-dominant carrier. A carrier not found to be dominant. |
(y¥) 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 camer.
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(aaw) Price Cap Index (PCI). An index of costs applying to camers subject |
to price cap regulation, which index 1s calculated for each basket pursuant to §§ 61.44 or
61.45

(bhx) Price cap regulation. A method of regulation of dominant carmers |
provided in §§ 61.41 through 61.49.

(ggw) Price cap rariff. Any tanff filing involving a service that is within a [
price cap basket, or that requires calculations pursuant to §§ 61.44, 61.45, 61.46, or
61.47.

(dde) Productivity factor. 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.




(ggaa) Rate. The tariffed price per unit of service. [

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

(ggee) Rate level change. A tariff change that only affects the actual rate |
associated with 2 rate elements, and does not affect any tariff regulations or any other
wording of tariff language.

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

(liee) 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.

({if Service Band Index (SBI). An index of the level of aggregate rate |
element rates in a service category, which index is calculated pursuant to § 61.47.

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

(k) 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.

(mm) Target Rate $0.0055 for former Bell Operatine Companies and GTE,

0.0 T ca an
(no#) Tariff. Schedule of rates and regulations filed by common camers. |

(Qott) Tariff publication, or publication. A 1tariff, supplement, revised page, [
addivional page, concurrence, notice of revocation, adoption notice, or any other schedule
of rates or regulations filed by common carriers.

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

(ggH) Texr change. A change in the text of a tariff which does not result in 2 |
change in any rate or regulation.

(zrmm) United States. The several States and Terntories, the District of |
Columbia, and the possessions of the United States.
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§ 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 all 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 carmer from electing price cap
regulation provided the carrier is otherwise eligible.

(b) If a telephone company, or any one 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 scheduie 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 § §1.3(bb6+=t+9, which are involved in mergers,

acquisitions, or similar transactions.
(1) Any telephone company subject to price cap regulation that is a

party to a2 merger, acquisition, or similar transaction shall continue to be
subject to price cap regulation norwithstanding such transaction.




(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 § 61.41(c)(2) above, when a
telephone company subject 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(1)(3) and the requirements referenced in that section.
(d) Local exchange cartriers 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:
£} Domestic day MTS;
(i)  Domestic evening MTS;
(1) Domestic nightvweekend MTS ;
(iv)  Internationai MTS;

(v)  Operator and credit card services; and

(vi) Reach Out Amenca.




(2) The 800 service basket shall contain 800 Directory Assistance:
(i)  Readyline 800;
() AT&T 800;
(111) 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 mterexchange cammers 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)(1),

(b)(2), and (b)(3);
(2) All other special construction services;

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

(4) American Telephone and Telegraph Company Tariff F.C.C. No. 12
services;

(5) American Telephone and Telegraph Company Tariff F.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. 60-132;

(10) [Removed and Reserved)

(11) All other promotional offerings;




(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 Comnmission may specify.

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

(1) A basket for the common line interstate access clements 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 carrier 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.

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

(i) Local switching as described in § 69.106(f) of this chapter;




(ii) Information, as described in § 69.109 of this chapter;
(i11) Data 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 permit 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;

(i1) Audio and video services;

(1) High capacity flat-rated transport, high capacity special
access, and DDS services, including the {ollowing service
subcategones:

(A) DS1 entrance facilines, DS1 direct-trunked transport,
DS1 dedicated signailing transport, and DS1 special access
services; and

(B) DS3 entrance facilities, DS3 direct-trunked transport,
DS3 dedicated signalling transport, and DS3 special access
services;

(1v) Wideband data and wideband analog services;

(v) Tandem-switched transport, as described in § 69.111 of this
chapter;

(vi) Interconnection charge, as recovered in §§ 69.133 and
69.155 of this chapter; and :




(vii) Signalling for tandem switching, as described in § 69.129
of this chapter.

(f) Each local exchange camrer subject to pﬁce 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.

(g8) New services, other than those within the scope of paragraphs (¢) and (f) of
this section, must be included in the affected basket at the first annual price cap taniff
filing following completion of the base period in which they are introduced. To the
extent that such new services 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 ﬁhng 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 PCI for each basket as part of the annual price cap tariff filing, and
shall maintain updated PCIs to reflect the effect of mid-year exogenous cost changes.

(b)  Adjustments to local exchange carrier PCls for the baskets designated
m § 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%,_fo_the extent necessarv 1o reduce 2 lanff eptiny's Average Traffic
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(32)) For the basket specified in § 61.42(d)(4), the value of X for all |
local exchange carners subject to price cap regulation, shall be 3.0%.

S Removed-and-Reserved]
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(1) Common Line.

(1) _Subject to paragraphs {¢)(]ij) te3=and (e) of this section,
adjustments to local exchange carrier PCls for the basket designated in
§ 61.42(d)(1) shall be made pursuant to the following formula:

PCI, = PCL.,{1+w[(GDP-PI - X - (g/2))/(1 ~ (g/2))] = AZ/R]

in the equation are described in (c)(6) below |




PO =———thepewRCHvalve—and

(1i2) The formula set forth in paragraph (¢)}(1){{) 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 PClIs for the basket designated in § 61.42(d)(1) shall be made

pursuant to the formula set forth below; %G}%Hﬂ—pﬂr&*ﬂph&-&}
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W= R.-(access rate in cffect at the time the PCI was updated 1o PCl, . X

(d) The exogenous cost changes represented by the term "AZ" 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.

(1) 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;

(i1) 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.

(1i1) 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 n §
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) gs of Japuarv 1, 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_wil] be eliminated until
Lanuary 1, 2005, :

(viii) inside wire amortizations
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(ix) the completion of amortization of equal access expenses.

(2) (i) local exchange carners 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 eamings required by the sharing mechanism set forth in the
Commussion's Second Report and Order in Comman Carrier Docket
No. 87-313, FCC 90-314, adopted September 19, 1990. Such
exogenous 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 1s in effect.

(i1) local exchange carriers specified in § 61.41(a)(2) or (a)(3)
shall not be subject 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 1, 1997. This paragraph has no effect
on any sharing obligation of any local exchange carrier relating to
earnings accrued before July 1, 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 vear in the obligations
specified in § 61.45(d)(1)(iv) as well as those changes atwibutable 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.

b} 2 i ents will vered
ices other than those used to calculat verage Tra ensiyv

Charge.

{e} The "w[(GDP-PI - X - (g 2))/(1 + (g2))7" component of the PCI formula
contained in paragraph (c}j(1)(i} of this section shali be employed only in the adjustment
made in connection with the annual price cap filing.

(f) 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.



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

(h) {Removed and reserved.)
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(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.

(1) 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 the APIL
(a) Except as provided in paragraphs (d) and (e) of this section. in connection
with any price cap tanff filing proposing rate changes, the carmer must calculate an API

for each affected basket pursuant to the following methodology:

APL = APL, [T Vu(Pl/pl-l)i]

where

APl = the proposed API value,

APL, = the existing AP] value.

P = the proposed price for rate element "i"

P1 = the existing price for rate element and "1"

v, = 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 existing 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 AP] 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 AP

(c) Any price cap tariff filing proposing rate restructuring shall require an
adjustment to the API pursuant to the general methodology described in paragraph (a) of
this section. This adjustment 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)(1), the maximum allowable carrier common line
(CCL) charges shall be computed pursuant to the following methodology:

CCLmou = CLwmou * (1 + % change in CL PCl} - (EUCLmou + PICCuou) *
1/7(1 +(g/2))

where

CCLmou= the sum of each of the proposed Carrier Common Line rates
multplied by its corresponding base period Carrier Common
Line minutes of use, divided by the sum of all types of base
period Carmier Common Line minutes of use,

CLlmou = the sum of each of the existing maximum allowable Carner

Common Line rates muitiplied 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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