
(l) For the purpose of developing tlus 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 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 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.e.
§254(c)( 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 LEe 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 ILEC
and CLEC-provided) in that study area.

(c) Altemotive 1 (Proponionate Allocation)'

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

(1) 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 is Zone Above EUCL Cap Revenues for that
customer class times Studv Arca 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.
Altemative I proposes that the Interstatc Access-related USF should be distributed
proportionately among all "above EUCL-Cap"1ines.
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Alten/ative 2 (Highest Cost Zone First)'

In any study area within which the incumbent LEe 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:

(I) To all lines in the highest zone. to eliminate 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 hi ghest zone is
greater than $9.20, then to all lines in both zones to eliminate the amount 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 $7.00 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 by customer class; it mal' 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 pernlits. Thc 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 single line business line in that zone.

§54.811 Prcliminary Minimum Access USFS"',h '>'c,"

(a) If Average Price Cap CMT Revenue Per Line""",."" is greater than 59.20

PreliminarY Minimum Access U5F ,,,,d, "CO - Price Cap CMT Revenue ""J,' "c' 
(($7.00 X Residential & Single Linc Business Lines""J,",c' X 12) + $9.20 X
Multiline Business Lines ",,,h",eo X 12))

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

Preliminary Minimum Access USF studY arc. =(Average Price Cap CMT Revenue
Per Linestudy At'" - 57.00) X (Residential & Single Line Business Lines",~y"'" X112 . .

(c) If Average Price Cap CMT Revenue Per LineStudy A= is less'than $7.00 then
the Preliminary Minimum Access USF study ,rea is zero. .

954.812 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 plice cap incumbent LEe. whether or not
participating.

(I) Calculate Average Price Cap CMT Revenue Per Line study ,rea

(2) Calculate Zone Average Revenue Per Line.

(3) Calculate Zone Above EUCL Cap Revenues. Zone Above EUeL
Cap Revenues is the sum of Zone Above EUCL Cap RevenuesR"'tkn"&Sin,',UOOBu.<in",
and Zone Above EUCL Cap Revenues "u"III"B",,,,,, Zone Above EUCL Cap
Revenues ResidcllccS:Silll.!lelim:Bu:>im:'" is. within each zone. the product of Zone Average
Revenue Per Line minus 57:00 multiplied by line months. If negative, the Zone
Above fUeL Cap Revenues R.:sidellco::&,Sin"kl illrIJLL~ine~~ for the zone is zero. Zone Above

- c .. .

EUCL Cap Revenues ,"u"i""B,,;n'", is, within each zone, the product of Zone Average
Revenue Per Line minus 59.20 multiplied bv line months; if negative the Zone
Above EUCL Cap Revenues Multi"""",,,,,., for the zone is zero. Or:

Zone Above EUCL Cap Revenues = ((Zone Average Revenue Per Line - $7.00) X
Residential & Single Line Business Lines study "ea X 12l + ((Zone Average Revenue
Per Line - $9.20) X
Multiline Business Lines study or" X 12l

Where Zone Average Revenue Per Line - $7.00 > SO.OO, and Zone Average
Revenue Per Line, 59.20 > $0.00)

(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 Study Area Access USF Support for Areas Served by
PaIticipating Price Cap LECs
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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 Preliminooy Study Area Universal Service Support

(i) lEthe 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 5650 million to Nationwide Total Above Cap Revenues (i.e.
Preliminary Study Area Universal Service Support = Smdy Area Above
Cap Revenues X ($650 Million I 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 USF" ..d, A~,

less the PSAUSS. i[the difference is !ITeater than zero. If the difference is less than
or equal to zero. the MD is equal to zero.

(4) Calculatc 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 $75 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 $75
million to TNMD Or:

Minimum Adjustment Amount =(MAA Phase In Percentage) X
(Minimum Delta) X (S75 million I Total National Minimum Delta).

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

(6) Calculate the Total National Minimum SUPP011 Requirement
(TNMSRI. which equals the sum of the MSR for all studv areas. The Minimum
Support Requirement for a studv area is dctcmlined as follows:

(i) "Preliminary Study Area Universal Service Support x
($650 million - TNMSR).;- Nationwide Sum of PSAUSS lor all study areas
in which MSR is SO."

(ii) If the MAA is equal to zero. the MSR is the Preliminary
Minimlilll Access USFs"~,,,,,,'
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(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 establishcd
geographically deaveraged state-approved rates for UNE loops, the SAAUS
for that study area is equal to:

PreliminarY 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 price cap incumbent LEC has not established
geographically deaveraged state-approved rates for ONE loops, the SAAUS
for that studv area is the Preliminary Minimum Access USFSmd'.""

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).

§54.814 Support When Providing Service.

An eligible telecommunications carrier 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 is periodic reconciliation of support payments.

§54.815 Transition Provisions.

Study Area Access USF Support amounts for the area served bv each participating price
cap incumbent LEC will be recalculated on Julv I. 2000, Januarv 1, 2001 and thereafter
as detemlined bv tbe 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) Averqge Price Cap eMfRevenue per Line Month. Price Cap CMT
Revenue per Month as of December 31. 1999 (including the adjustments to be made
pursuant to § 61 48(1») using bye period demand. diyjded bv the base period demand
number arlines as of December 31.1999. In fiUng entities with multiple study areas, jfjt
becomes necessary to calculate the Price Cap eMT Revenue Per Line for a specific stydX
area, then the Price Cap eMT ReVenue Per Line for tbat smdv area is determined as
follows, using base period demand revenues (including the adjustments to be made
pUrsuant to § 61.48(})), Base factor fgnign <BEP) and lines as of December 31 1999:

PriceCqpCMTReveauePerLinesrudydaq =

PriceCqpCMTRevenuefWngEn'iO' x (BfPSrHdydTl : BFP~iIj,gfqrinl

+- LinesSrydyd,.,q

Nothing ip this definition precludes a price cap Ipcal exchange carner from continuing to
average rates acrgss tiling entities containing multiple study areas, where peunitted under
existing rules.

Average Price Cap eM! Revenues Per Line may be adjusted after December 31, 1999 to
reflect exogengus costs.

(e) Average Traffic Sensitive Charge, The t~verage Traffic Sensitive Charge
will be calculated bv taking the sum of revenues for Local Switching. Loca] Switching
Trunk Pons Signalling Transfer Point Pgn Tenninatiop. swjtched Direct Trunked
Transport. Signalling for swjtched Djrect TWnked Transport, Entrance Facilitjes for
switched access traffic. Tandem Switched Transpprt, the residual and smice-related
Transpop lnterconnectjoD Charges. InfowatioD Surcharge. and Signalling for Tandem
Switching. and djviding that sum of revenues bv total Lgcal Switching minutes of use. If
a new element is created frOID existing s\vitched access rate elements (such as creating a
caU set-up charge out of the existing local switching rate element> the revenues
anticipated from that element win 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 PCI for the sharing or
lower formula adjustment mechanisms.

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

(1) which is established by the Commission pursuant to pnce 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.

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

<ll;i) Commercial contractor. The commercial firm to whom the Commission
annually awards a contract to make copies of Commission records for sale to the public.

ill) Commission. The Federal Communications Commission.

(mit) 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

<Ill) 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.

~ffl) 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.

U/fl) Corrections. The remedy of errors in typing, spelling or punctuation.

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

(Dl) 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 Commission designates by Order.
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<itt) 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 ofCo=erce, which the Commission designates by Order.

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

(u) Line Month- Line demand per month multipljed bv twe}ve.-

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.

w) 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.

<Au) 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) Pricl! Cap eMf Revenue, De maximum total revenue a filing entity
would be permitted to receive frOID End User Common Line charges. Presubscribed
Interexchange Carrier charges (PIC's), Carrier CommoD Line charges. and the portiop of
local switching reallocated to the Common Line basket pursuant to § 61 .48(J). Price Cap
CMT Revenue includes marketing expenses presently collected pursuant to § 69.156(a),
and residual interconnectjgD charge revenues collected through PICe charges but it does
not recover the current local exchange carrier universal service contributions as of
December 31. 1999.

~",) 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
61.45

G2l2>t) Price cap regulatioll. A method of regulation of dominant carriers I
provided in §§ 61.41 through 61.49.

~~) Price cap tariff 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~) Productiviry 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.
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(.;;tIft) 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 regulations or any other
wording of tariff language. - -

Olhed) 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.

(iifD 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.

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

(lllffi) 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) Tarvet Rate. SO,0055 for fOmJer Bell Operating Companies and GTE.
50.0065 for other price cap local exchange carriers'

Ul!1tt) Tariff. Schedule ofrates and regulations filed by common carriers.

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

~) 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.

Ul.IlH) Text change. A change in the text ofa tariff which does not result in a
change in any rate or regulation.

(rrfflffl) United States. The several States and Territories, the District of
Columbia, and the possessions of the United States.
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(55) Zone Average Revenue lW Line, The Price Cap CMI Revenu; per Line
allocated to a particular state-defined zgne used for deaveragjng orUNE ]999 prices. The
Zone Avmge ReVenue Pet Line is computed accQrdipg t9 the {oUowin" fonnula;

Zone Average ReVenue per Line - (25% • CLo9PZMC tnss + Partenss' + U

'Where:

U OJniform Revenue per Line Adiustmentl-
<Price Cap CMI Revenue per lim;Smdy erg· Base Period Line§SNf'x .rsJ (25%

•

O'JLinesr WE Zons x (LoOPzent PDS; +Pgrt PJ:issLt!NF 79ns x 12) for each zone») : Base
Period LineSSUulv am'S) : 12 where:

CL09PZmC priss )WE ZooS - the UNE rates fOT unbundlxd loop

<Pm frisJtlNE zoos = price for switch ports in that UNE zons.

§ 61.41 Price cap requirements generally.

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

(l) 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 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 tari ff 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 § 61.3(bb.)fl l.~ I'" " which are involved in mergers,
acquisitions. or similar transactions.

(l) 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 notwithstanding 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 § 61.41(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(i)(3) and the requirements referenced in that section.

(d) Local exchange carriers that become subj ect 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:

(l) A residential services basket

(2) An 800 service basket; and

(3) A business services basket.

(b) (l) 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 nighliweekend MIS;

(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 carners subject to price cap regulation shall
exclude the following offerings from their price cap baskets:

(l) 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 TariffF.C.C. No. II
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. 90-132;

(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:

(1 ) 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 carrier specified in § 61.4I(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 shaH
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) (l) The traffic sensitive switched interstate access basket shaH contain
such services as the Commission shall pennit or require, including the
following service categories:

(i) Local switching as described in § 69.106(f) of this chapter;
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(ii) Infonnation, as described in § 69.109 of this chapter;

(iii) 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 969.106(f)(l) 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 DDS services, including the following servIce
subcategories:

(A) DS 1 entrance facilities, DS 1 direct-trunked transport,
DS 1 dedicated signalling transport, and DS 1 special access
services; and

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

(iv) Wideband data and wideband analog services;

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

(vi) Interconnection charge, as recovered 10 §§ 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 ofparagfaphs (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 pcriod 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 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 PCI 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).

(I) 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 19 reduce a tariff entity's Average Traffic
Sensitive Charge to the Target Rate for the first time. Once an ILEC tariff
entity's Average Traffic Sensitive Charge is equal to the Target Rate fOT the
first time <the fonner N)'NEX telephope companies may be treated as a
separate tariff entity), then, except as provided in paragraph (2), X is equal to
GnP-PI and DO further reductiops will be mandated.One. if applying the full
X-factor reduct jon for a given year would reduce the Average Traffic
Sensitive Charge belo'\' the Target Rate the amount of X-factor reduction
applied that vear will be the amount necessary to reach the Target Rate),

For companies with separate tariff entities under a single cap
the following rules shall apply:

(D Targeting amounts as defined in 61.45 (1)0) shall be
identified separatelY, using the revenue for each of the tariff entitjes
under the can,
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fin Each taritI entity shall onlv be required to use the amount of
targeting nec;ssap' to get t9 the $0,0055 or $0,0065 Target Rate,

(2) Once an fLEe achieves the following: 1) the Tariff Emity's
Average Traffic Sensitive Charge hIS at least ope; reached the Target Rate,
even jf is subsegu;ptJv deviated from the Target Rate pursuant to
§ 61.450)(4); 2) the emjer 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 CMT ReVenue Per Lipe;the X-factor
fOT the Common Line and Marketing baskets will equal GDP-PI as long as
Gnp-PI is less than or equal to 6,5% and greater than DOlI? If GnP-PI is
greater than 6,5%

, the X-factor for the Common LiDe and Marketing baskets
will equal 6 5%" and all End User Common Line charges will be increased by
the difference bet>yesp GDP-PI and the 6,5°4, X-factor. liGDP-PI is less than
9, the X-factor for the Common line and Marketing baskets will be Q.

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

(3) [ReIft8~ ed BDd Resel''\'edj

(c) Adjustmepts to local exchange carrier pels for the baskets designated in
§ 61.42(4)(1), (2), (3) and f42 shan be made pursuant to !be followjng fOlJDulas:

(1) Common Line.

!iLSubject to paragraphs ~Ui) (el(::) 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 fonnula:

PClt =PClt_1[I+w[(GDP-Pl- X -lg/2))/(l .,. (g/2))]'" ~ZIR]

Where the terns in the equatiop are described in (c)(6) below

GOP PI the fiereelita;e eRflfl;,e ill tilL GOP PI flet'. eeli the '11:Il:lf\er eneiflg
si:( n,enths lwier te tAc: erfC:eEj,"C tiBt, el' the nev," fifll1t1dl tftfil1'

SHe the et1nesfl<lIltl111= qLttiner of the pre ,"iatls yeaF.

the nuio ee [nintlleS 61" ~5e per tteeeS5 line during the ettse }'erisa,
te n,i2HlteS ef 1:.\5( 1'1::1" tieecss liB':: 8:l:lrifl= tlotE t"fen8t1S base
flC1966. l\'llnus 1.
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AZ
the fegttlatisfts if, effeet at tn, ttete the PCl \'iB.5 ttf'ciatee te
Pe1t- h measl:tfea at ease ",eries le...e1 efsperatisft3_

R
tfte priee fer eee}, fafe elemefu "i" at the time the PCl \>ttS

tll'd&tee £6 PCI+-!-;

-no

P8.,~---4lHl~e","ne!'l',r,· f1PtC:I-I....''eliltlttete"..,fliflitffllB

ill;;) The formula set forth in paragraph (c)(1)!jJ 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, adjusrments to local exchange
carrier pels for the basket designated in § 6 J.42(d)(1) shall be made
pursuant to the formula set forth below: ~ 61.4 ~(b), IillBI'Bfligilil'hs (i)
tim! (j) Ilf this Seetiefl. MB tl5 flil'ther elll'lllilletl ill ~ 61.41 (el. (f), (;).
efta (l=t). Fe,. tl,e rntfJ'65es ef this fjB::t1lgrtlf'h, ana 116t\YithstMubHg t:he
\'liltle Ilf X eeHJ'jee ill § 6U4(b). the X "allie Ill'l'lieliele til the easket
sl'eeifieB ill ~ 61. 43(tl)( I) shill! be 65%.

PCL - PCIf.;J.U +w{fGDP-Pl- X) + 4 ZlR 7

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

(2) Adjustments 19 local exchange carrier pels for the Traffic Sensitive
basket designated in § 61.42{d)(2) shall be made as follows:

PCl; - PCIIiJ,U+w{(GDP-PI- \2 dZlR7

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

(3) Adjustments to local exchange carriers' pels for the TWnking
basket designated in § 61.41(d)(3) shall be made as follows:

PCf, - PC4.J,(hv((GDP.PI-,YI'" 4Z l R7

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

(4) Adjustments to lpcal exchange carriers' Pels for thUnterexc~
basket designated in § 61.42(d)(4) shall be made pursuant to "the fonowing
formula:

12



PCL, - pCl.j;J,U+Wi,/fGDP-Pl- XI : 4YlR+ 4VRl

where the tenDs in the equation are described in seetigD (£)(6) below.

(5) Adjustments to local exchange carriers' pels fOf the Marketing
basket designated in § 61 .42(d){6) shall be made pursuant to the following
formula'

Pq =PClJ;J.U+w{fQDP-Pl- XI + 4Z1B?

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

(6) pel teon definitions; pel fODDul¥ in sections (£)(}) through
(9)'S), above. contain some or aU of the following components, which are
defined here:

GRP-PI

x

For annual filings only. the percentage change in the GnP-PI
between the quarter ending six months prior to the effective date
ofthe new annual tariff and the correspondjng quaner of the
previgus year· For all other filings the value is zero,

For the Cornrogn Line. Traffic Sensitive ImMing and Marketing
baskets, fOT Annual Fjlings only. the factor set at the level
prescribed in suhsection (b)(] }-{2}. Fgr the Interexchange
Basket. faT annual filings onlv the factoT is set at the level
prescribed in subsectiop (b)(3) For all other filings, the value
IS zero.

g = For annual filings onlv, the ratjo of minutes or use per access ]jne
during the base period, to minutes oCuse per access line during
the prevjous base period. all minus 1. For all other filings, the
value is zero.

4Z the donar effect of current regulatoTV changes when compared to
the regulations in effect at the time the pel ~'as updated to
PCI~n measured at base period level of operations

AY = (new access rate - access rate at the time the PCI was updated to
PCI1:J,) x (base period demand}, summed for all access rate
elements.

R base period quantities for each rate element "1" multiplied by the
price for each rate element "I" at the time the eCl was updated
to peI.. I .

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

13



WLi R. (access@te jn effect at the time the eel Was updated to PCkl.x
base period demand) + AZ, all divided pv Rt

pell the new pel value,

PClloJ, = the immedjately precedjng pel value,

Targeted ReductioD = the actual possible dQllar xalue gfthe (GDP.£I . Xl
reductions that will be targeted to the Averngs Traffic Sensitjve
Cbarge (as defined in paragraph 61.45(i)(3) of this cbapter),

(d) The exogenous cost changes represented by the term "1::.2" 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;

(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 of lapua!"" !. 2000 the retargeting of the PCl to the level
specified by the Commission for carriers whose base year earnings are
below the level of the lower adjustment mark will be eliminated until
January 1, 2DOS.

(viii) inside wire amortizations
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(ix) the completion of amortization ofequal 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 CommQll. 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 is in effect.

(ii) 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 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 1, 2000, exogenous adjustments will be recovered
frOID seryices other than those used to calculate the Average Traffic Sensitjve
Charge.

(e) The "w[(GDP-PI - X - (g.'2))/(l ... (g/2»))" component of the PCI formula
contained in paragraph (c)(l)(i) of this section shall 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.
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(g) In the event that a price cap tariffbecomes 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.)

(1) (1) ~;etwithstf:tntljl1~the f'reyisiel1s efl'Mtig'til'ftS le) tU'\d (eYef this
See(id"~ ana sl::lfijeet Ie the limite:tieY,s efl"af8:gf8t'" til efthis seetieJ'l. tHiee eap
1eeel exehtlftge etlflfiefs that B:Fe reee ...efing j]Hc:reeftfleelien ehMhe ftweutles
th:ffl1:igh per ffli"t:lte rates pttfStUffit Ie § 69.114 fir ~ 69.155 eft}'i:; enuptef sfittoll
taf=.I~:t~ Ie the extern neeeSSflf)' re eJilfliru:He the reee... ,,,:, efeH) resist:ltil
iflteresflfleetien elulf;e fe, enaes thf6ttgh per IflLnl:tte l'tltes. 8:fI:. pel reehtetiefl:s
115seeiatee witb the bllsk:ets eesi="atee! ill ~ 61.42(8)(1) ll:fle (2) thst restllt frelll the
1ll'llllieatiClIl erthe fel'llllils ;Ifl ~ 61. E(e), Slle! Iltlf5lls111tCl ~ 61 .4S(b). llPIlI;estiefl ef
(-he fel'ffltlle ill ~ 61.44(IlJ 115 FtH~heF e.tl'llllillee ill ~ 61.1 He). (t). (g). llfltl (hI. te the
PCl Far the e5:5}cet tiesigflutee itl ~ 61.-12(6)(3). v..ith fie tltljUSUflC"! beitl::- tflttele t6
tYle PCIs fer the !lllskets 6esiglllite6 jf! ~ 61.42(6)(1) sue:! (2) ll5 a reslilt efthe
llPIllielllien ef the fefflltlla if! ~ 61.44(b\ Me § 61.1S(e). These retitletjells are te
'ee maae llfter tile ad;t15tmellt is IlUltie Ie Ihe PCI fer tl~e 11ll5ket eesi';l'lllte8 ill ~

61.42(8)(:) fe3t1ltifl:~ frel\'1 tRe 6fJlllielilien 61' the fel'l'l'llile ill ~ 61. lltb). llS ftl~ef
e~(l'lLlillee if! ~ Ed .Ilie), (fl. (JI elle (h).

(2) !'~et\.·itfl:;Eafiaifi! the ~ffiyi5ieflS sf fltll"agrttf'R (8) ef this seetieFl. 8fta

sl::leject le Ike lilflil:ntiens ef !,e:rtlbftlph 0) ef (his 3eetieR. ~pjee ea~ leeal e,tetutr,ge
Ctif'fiCfS thttt Rye reee\·eril~: intereenneetiefl ekttf~e reyenaes thfel:lgfl ~ef mintlte
retes l'lUfStlllllT te ~ 69.155 ef this ehallier shell tllF;et. te the e'Hel~t lieeesssry te
elilY,illllle tbe reee', eF'< ef Il'" FeSi8t111J ifllereelllleelitll'l ehllr.::e re' elllles thretl!!h

~ . _ ....
per fnil'ltlle raTes. llily pC! reetletiBIlS asseeiatetl ""tlft the basket t1esij,llaTee ill
~ l11.42(aHC) that rcstiJt fF61tl the tlf'l,lieatiet=. ef tl.e k3ffnttlt1 in ~ 61.-44(6). as
ftiRher e.<l'llll;net! in .~ Ed. Ihe). (f). (;1. and (bl. Ie the PCI fer Ihe bsskel
8esi:-l'lated ill ¥61.421d 1(:). with He llejllstmel'lt !leill; made Ie Ille PCIs fer the
htisket clesigflftteel iF! .~ 61.-41Ie)(()) 85 ti fc:n.llt oFthe 8:fJf"lie8tie19 eFthe F8ffl=tula;n ~

61.-14(fl.1. This fedtleli6ft is to 6e fne:B~ after tlft~ l:lt:ljustrflefll lflflae I'ltf5tLMt 16
Il.,rll,;rllpIJ (i)1 I) ef Ihis seeliBI'l.

(3) Thretl:-h Deeef!~ber 31. ]')'J-. tht: redtletien in tbe PCI fer the bssket
desi,;ftaled ifI ~ 61 . 11(8)1J ) Thai feStilts Erelll l'tlrtl~ral'!'l (i)( II ef this seetiBIl shall
be aett:m=t;flea h... 6; .·iehfl= the Sl:fRl aF th ... eeller erfeet5 ef tile PCI :=edtletidPlS tkst
"'edit! he« BIlfllie8ltJ Ihe bashels desi,;nliletl ill ~ 61.~11t!l(J 1ant! lol)12) e:<ee!'l
ier tll, ~re',isiefis ef ~llI'a=rt!Jlh (i 1111 ef TillS seetiBn b:, the eBB.,,- dIlletllll
ftS3sell?tte:s n-iIIl EAe PCI fer the hashel8csi;lldteti iIi ~. (j 1.~2{d)( ~i j. and Jilulllplytf1:
Ilge PCI fer tfte llasltel deSl$f!elet! III ~ b1.";1Id)(~) b:o ",ne ",illlis 'lfle f<s,Jitillg
ft>tie.,
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(4) Et=feetive J8¥~'ti8:PY L ]998. !fte rreBtJetiefl ifi !fie PCl far the basket
lIesig'ft&letl ifl § 61.42fe)(J) lfllli reslills ffBfll JlM"&g:fll!lftS (i)(I) line (i)(2) fir Ihis
seetien shall ee aetefllltiflea e... aivitiing (fie StUft ef the BellM ,f:fe:ets ef the PCI
refttletiens thet ', ..ettJa heve 8pf'lica 16 the fiasle:ets eesigftfttee if! § 61. ~2(B)( 1}.
(l!)(2), MIl! (ajf6), e:teeflt fer tlle !,1"B l'isiflns fir I'8rt1gt'llplu 0)(1) 111'16 0)(2) fir Ihis
seetieft. e)' tfte seHar ametlftt 8Sseeitttea ,vitf! tfie PCl fer tite ~ttslc:et tieSigfliltecl iH
~ 61.42(aH3)~ 8ftd ff1Hhi"lyirJ~ the pel fay U1e basket ae:;i:"at~a_ if! ~ 61. 12(8)(3)
by ef!e m1'H:l5 the fesl:t1titlg r8t;6.

(i) (1) Price cap local exchange earners that are recovering revenues through
ratespursuantto§§691Q6,69.IQS 69.109 69,110 69,111,69,112.69,113.
69.118 69.123,69,124 69.125.69 129 or § 69,155 oftrus chapter shall target. to
the extent necessary to reduce the AVerage Traffic Sensitive Charge t9 the Target
Rate for the first time. anY PCI reductions associated with the dollar impact of the
CommoD Line, Traffic Sensitjve. IWnking and Marketing baskets' GpP-PI and
productivity factor. as those items are described in paragraph (c)(6) of this
section. In order to calculate the actual dollars to transfer to the Tpmking and
Traffic Sensitive baskets carriers will first deleon;»; a "Targeted Revenue
pifferential" bv basket and then detennine the "Targeted Reyepue Differential"
that will be transferred to the Trnnking and Traffic Sepsitive baskets to reduce the
Average Traffic Sensitive Charge to $0.9055 or $0,0065. whichever is applicable.
Dollars that are transferred to the Trunkjng and Traffic Sensitive baskets from the
CommoD Line. Traffic Sensitive Tmnking and Marketing baskets shall not be
used to reduce the Eels in those baskets. Before deteqnining the portion of
Targeted Revenue Differential that will be targeted to the reduction of the
Average Traffic Sepsitive Charge. froID the Common Line Traffic Sensitive.
Imnking and Marketing baskets, price cap local exchange carriers shall first
calculate the Targeted Revenue Differential assocjated with the Common Line.
Traffic Sensitive. Imnking and Marketing baskets,

!i) the price cap local exchange carrier shan use the follgwing
formula:

Targeted Revenue DifferemjaJ = R * (ODP-PI - Xl

(2) Anv such exogengus adjustments shall be reflected jn the various pels
and SBIs in the same manner as the\' would jf there were PO targetino . However,
after January 1. 2000 exogenous adjustments will be recovered from services
other than those used to calculate the Average Traffic Sensjtive Charge.

(1) Until a Tariff entjtv's Average Traffic Sensjtive Charge equals the
Target Rate for the first time the aggregate reductions \\'ithin a given tarifffihng
entity frOID applicatjoD of the X-factor adjustment in the price cap formula across
an of that entirv's interstate price cap baskets (less access reductions, if an\' I the
ItEr chooses to anp!'"' as grIul\' 1 1001 to reduce Special Access rates up to the
amount of reductions Special Access would get through an untargeted application

Ii
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ofths X-factor adjustment) will be targeted to reduce the fgllowjng tates fOT that
tariff filing entity, in order of priority·

0) To the residual peT minute Transport IntercoMection Charge,
until that rate is SO,OO: then

Gj) To the Information Surcharge, until that rate is SO.OO· then

- (iii) To the Local Switching charge and Switched Transport
£barges uDtil the tariff entityls Average Traffic Sensitive Rate egual§ the
Target Rate for the first time. In making these reductions, the reductions
t9 Local Switching rates as a percentage of total X-factor reductions must
be greater than w equal t9 the percentage proportioD of Local Switching
revenues to the total sum of revenues for Local Switching, Loca]
Switching Trunk Ports Signalling Transfer Point Port Teunjnation.
Switched Direct Inmked Iranspon, Signalling for Switched Direct
Irnpked Transpgrt, Enqapce Facilities for switched access traffic, Tandem
Switched Transport. and Signalling for Tandem Switching (i e. Local
Swjtching gets at least its propoIDpDate shere ofreductiODS),

(4) After an lkEC reashes the Target Rate leveL the Average Traffic
Sensitive Rale will be recalculated each Annual Filing following, This process
will ideptify the new Average Traffic Sensitive Charge for the nevI bASe period
level. Due to change in base period demand and inclusion ornm seryices for that
Annual Tariff fiUng, the absolute level of a tariff entjtyls Average Traffic
Sensitive Charge mav change. The resulting new Average Traffic Sensitive
Charge level will be what that tariff entity will be measured against during that
base period, For example, jf a company was at SO.0055 during the 2000 Annual
Filing, that level may change to SO.0058 in the 2001 Annual filing due to demand
and ne\\' seQ'ices. Therefore. it \\'il1 be the $0.0058 that the tariff eutin: will be
measured against for aU DOD-aMnal tHings. Likewise. if a cowpan\' was at
$0.0055 during the 2000 fi!jng. that level rna" change to $00053 in the 2001
Annual Filing due to demand and new services. In that case, it \\rill be the
$0.0053 level that the tariffentitv will be measured.

til [f! t!etel'lflif!if!; the C'\rell! of the tUI:e;ing tfttlt ,Il.lll oeeur jHlrSl:lttf!t to
flltfl:l:laflhs (i HJ! Me IiJ(lI (\ ( tim seel i011 af!e! ~ (,j·n ill] I ant! I j H2), Ie>etil e',e!ltlfl;e
ellarnas sRall:

18

~-~--_ .. __ .- ~------_ ..



pereeru. &ita Paeifie Bell Me '!'Ie'la6a Bell. 5::.52 r'ereer1t. Ese}, reA1a1ftifl.:- J'f'iee
eal' leeet eAefUl1\ge eamef shsH estimate Ii ,esisttel tntereennee1iefl: eltftrge in en
M16ttnt efltt81 Ie 55 l'ereent ef its etn~:ent iHEefe6rmeecisfi ellfw;e Fe ..etlttes. Fer
sti8sefltletU tariff tiliflgs in ·.vhieh the PCI feat!eliens lire 16 be t8:f!-e£ea £a the
if=t£ereellfleetisfl eftBfge, tflese ,,,ilial estimates shaH Be 8sjti5ted Ie petleet t:fte
settlel tUl16ttft!S that he,'e 6f 'Kill ee (eallee·atee. If lhe tise ef these esti"t8tes
'feSl.1lrs ifl meR PCl feSHetieft3 eei:ng targeted fa the itUer-e6ftnee.li6fl eflaf'ge tlitl..
reqtiwee 1e eliAtiftete the l'er mit=tttte inlereeMeetieA eflaT;e. the leeal e.tehaAge
e&f'l&ier shaH fflttke the fleeeSSftfy e!tegea6t1S aeijt1stmeftts fe re-;effle the effeets ef
tfte e..{eess tMgetifl;¥.

(2) ~.et infiMae tbe ftffl6ttftt eE 8fly eXe;eft6ttS RajttSttnef\ts reHefteti itt the z
eemf'efteftt sf t},e fen''l1uls:; it" §§ 61. ~4(e) MB 61..4S(e). ;"tft:. stleh exegeAetlS
!lajliSUI:ielllS slillll ee fet1eetee il'l tile ','M811S pels !lUa SBls if! the Sllme mal'lfier as
they T

, .6t11a if there ';.' efe 116 £e:r;eting.

(D [Removed apd Reserved,]

(Ie) 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 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

API, =

API"I =

P, =

P,-I =

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

19



element "i" priced at the eXlsttng 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
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 wiJl remain or become available after restructuring.

(d) (I) 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 shaJl be computed pursuant to the foJlowing methodology:

CCLMOLJ = CLMou· (l + % change in CL PCI) - (EUCLMou + PICCMou) •
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 ofuse,

CLMOU = the sum of each of the 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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