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this chapter shall use the methodology
set forth in paragraphs (a) through (d)
of this section to calculate separate
subindexes in each zone for each of the
following groups of services:

(i) DS1 entrance facilities, DS1 di-
rect-trunked transport, DS1 dedicated
signalling transport, and DS1 special
access services;

(ii) DS3 entrance facilities, DS3 di-
rect-trunked transport, DS3 dedicated
signalling transport, and DS3 special
access services;

(iii) Voice grade entrance facilities,
voice grade direct-trunked transport,
and voice grade dedicated signalling
transport, and (if the Commission, by
order, designates such services as sub-
ject to competition) voice grade special
access;

(iv) Tandem-switched transport; and

(v) Such other special access services
that the Commission may designate by
order.

(2) The annual pricing flexibility for
each of the subindexes specified in
paragraph (h)(1) of this section shall be
limited to an annual increase of five
percent, relative to the percentage
change in the PCI for the trunking bas-
ket, measured from the levels in effect
on the last day of the preceding tariff
year. There shall be no lower pricing
band for these subindexes.

(1)(1) Through December 31, 1997, not-
withstanding the requirements of para-
graph (a) of this section, and subject to
the limitations of §61.45(j), if a local
exchange carrier is recovering inter-
connection charge revenues through
per-minute rates pursuant to §69.124 or
§69.155 of this chapter, any reductions
to the PCI for the basket designated in
§61.42(d)(3) resulting from the applica-
tion of the provisions of §61.45 (b) and
the formula in §61.44(b) and from appli-
cation of the provisions of §61.45(i)(1)
shall be directed to the SBI of the serv-
ice category designated in
§61.42(e)(2)(vi).

(2) Effective January 1, 1998, notwith-
standing the requirements of para-
graph (a) of this section and subject to
the limitations of §61.45(j), if a local
exchange carrier is recovering inter-
connection charge revenues through
per-minute rates pursuant to §69.155 of
this chapter, any reductions to the PCI
for the basket designated in §61.42(d)(3)
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resulting from the application of the
provisions of §61.45(b) and the formula
in §61.44(b) and from the application of
the provisions of §61.45 (i)(1), and (i)(2)
shall be directed to the SBI of the serv-
ice category designated in
§61.42(e)(2)(vi).

(3) Through December 31, 1997, the
SBI reduction required by paragraph
(i)(1) of this section shall be deter-
mined by dividing the sum of the dollar
amount of any PCI reduction required
by §61.45(i)(1) by the dollar amount as-
sociated with the SBI for the service
category designated in §61.42(e)(2)(vi),
and multiplying the SBI for the service
category designated in §61.42(e)(2)(vi)
by one minus the resulting ratio.

(4) Effective January 1, 1998, the SBI
reduction required by paragraph (i)(2)
of this section shall be determined by
dividing the sum of the dollar amount
of any PCI reduction required by §61.45
(i)(1) and (i)(2) by the dollar amount as-
sociated with the SBI for the service
category designated in §61.42(e)(2)(vi),
and multiplying the SBI for the service
category designated in §61.42(e)(2)(vi)
by one minus the resulting ratio.

(J) The calculation of the SBI for the
service category designated in
§61.42(e)(2)(vi) shall include any resid-
ual interconnection charge revenues
recovered pursuant to §§869.153 and
69.155 of this chapter.

[54 FR 19843, May 8, 1989, as amended at 55
FR 42384, Oct. 19, 1990; 56 FR 55239, Oct. 25,
1991; 57 FR 54331, Nov. 18, 1992; 58 FR 7868,
Feb. 10, 1993; 58 FR 48762, Sept. 17, 1993; 59 FR
10302, Mar. 4, 1994; 59 FR 32930, June 27, 1994;
60 FR 19528, Apr. 19, 1995; 60 FR 52346, Oct. 6,
1995; 62 FR 4659, Jan. 31, 1997; 62 FR 31932,
June 11, 1997; 62 FR 40460, July 29, 1997]

8§61.48 Transition rules for price cap
formula calculations.

(a) Dominant interexchange carriers
subject to price cap regulation shall
file initial price cap tariffs May 17,
1989, to be effective July 1, 1989.

(b)(1) In connection with the initial
price cap tariff filing described in para-
graph (a) of this section, each PCI,
API, and SBI shall be assigned an ini-
tial value prior to adjustment of 100,
corresponding to the costs and rates in
effect as of December 31, 1988.

(2) The PCI and API for offerings
under §61.42(b)(3) shall be assigned a
value equal to 100, corresponding to
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rates in effect as of August 1, 1991.
Dominant interexchange carriers sub-
ject to price cap regulation shall file
new business basket index levels with
the first business basket tariff trans-
mittal that is filed subsequent to the
effective date of this rule.

(c) Local exchange carriers subject to
price cap regulation shall file initial
price cap tariffs not later than Novem-
ber 1, 1990, to be effective January 1,
1991.

(d)(1) In connection with the initial
price cap filing described in paragraph
(c) of this section, each PCI, API, and
SBI shall be assigned an initial value
prior to adjustment of 100, correspond-
ing to the costs and rates in effect as of
July 1, 1990.

(2) Carriers electing price cap regula-
tion under §61.41(a)(3) of this part in a
year after 1991 shall file initial price
cap tariffs not later than April 2 of the
year of election, to be effective on July
1 of the year of election. Each PCI,
API, and SBI shall be assigned an ini-
tial value prior to adjustment of 100,
corresponding to the costs and rates in
effect as of January 1 of the year of
election.

(e) In connection with the initial
price cap filing described in paragraph
(c) of this section, initial PCI calcula-
tions shall be made without adjust-
ment for any changes in inflation or
productivity. Annual price cap filings
incorporating the full values of the
GNP-PI and productivity offsets will
commence April 2, 1991, with a sched-
uled effective date of July 1, 1991.

(f) Local exchange carriers specified
in §61.41(a) (2) or (3) shall, in their ini-
tial price cap filings described in para-
graph (c) of this section, adjust their
PCls through use of an exogenous cost
factor to account for the represcription
of the rate of return, effective January
1, 1991.

(g9) Local Transport Restructure—Initial
Rates. Local exchange carriers subject
to price cap regulation shall set initial
transport rates, as defined in §69.2(tt)
of this chapter, according to the re-
quirements set forth in §§69.108, 69.110,
69.111, 69.112, 69.124, and 69.125 of this
chapter.

(h) Local Transport Restructure—Price
Cap Transition Rules—(1) Definitions.
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The following definitions apply for pur-
poses of paragraph (h) of this section:

Effective date is March 4, 1994.

Initial restructured rates are rates that
are (or should have been) effective on
the transport restructure date;

Revenue weight of a given group of
services included in a basket, service
category, or subcategory is the ratio of
base period demand for the given serv-
ice rate elements included in the bas-
ket, service category, or subcategory
priced at initial restructured rates, to
the base period demand for the entire
group of rate elements comprising the
basket, service category, or sub-
category priced at initial restructured
rates; and

Transport restructure date is the date
on which local exchange carriers’ ini-
tial transport rates, as defined in
§69.2(tt) of this chapter, became effec-
tive.

(2) Trunking Basket PCI and API. (i)
On the effective date, the PCI value for
the trunking basket, as defined in
§61.42(d)(3), shall be computed by mul-
tiplying the API value for the special
access basket on the day preceding the
transport restructure date, by a
weighted average of the following:

(A) The ratio of the PCI value that
applied to the special access basket on
the day preceding the transport re-
structure date, to the API value that
applied to the special access basket on
the day preceding the transport re-
structure date, weighted by the reve-
nue weight of the special access serv-
ices included in the trunking basket;
and

(B) The ratio of the PCI value that
applied to the traffic sensitive basket
on the day preceding the transport re-
structure date, to the API value that
applied to the traffic sensitive basket
on the day preceding the transport re-
structure date, weighted by the reve-
nue weight of the transport services in-
cluded in the trunking basket.

(ii) On the effective date, the API
value for the trunking basket referred
to in §61.42(e)(2) shall be equal to the
API value for the special access basket
on the day preceding the transport re-
structure date.

(3) Service Category and Subcategory
Pricing Bands for Flat-Rated Transport
and Special Access. From the effective
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date through the end of the tariff year,
the following shall govern instead of
§§61.47(e) and 61.47(g)(1). The pricing
bands established for the voice grade
and high capacity service categories
referred to in §861.42(e)(2)(i) and
61.42(e)(2)(iii) and the DS1 and DS3
service subcategories referred to in §§6
61.42(e)(2)(iii)(A) and 61.42(e)(2)(iii)(B),
shall limit the pricing flexibility of the
service category or subcategory, as re-
flected in its SBI, as follows:

(i) The upper pricing band shall be a
weighted average of the following:

(A) The upper pricing band that ap-
plied to the special access services in-
cluded in the category or subcategory
on the day preceding the transport re-
structure date, weighted by the reve-
nue weight of the special access serv-
ices included in the category or sub-
category; and

(B) 1.05 times the SBI value for the
special access services included in the
category or subcategory on the day
preceding the transport restructure
date, weighted by the revenue weight
of the transport services included in
the category or subcategory.

(ii) The lower pricing band shall be a
weighted average of the following:

(A) The lower pricing band that ap-
plied to the special access services in-
cluded in the category or subcategory
on the day preceding the transport re-
structure date, weighted by the reve-
nue weight of the special access serv-
ices included in the category or sub-
category; and

(B) 0.90 times the SBI value for the
special access services included in the
category or subcategory on the day
preceding the transport restructure
date, weighted by the revenue weight
of the transport services included in
the category or subcategory.

(iii) On the effective date, the SBI
value for the category or subcategory
shall be equal to the SBI value for the
corresponding special access category
or subcategory on the day preceding
the effective date.

(4) Tandem-Switched Transport and
Interconnection Charge SBls. On the ef-
fective date, the SBIs for the tandem-
switched transport and interconnection
charge service categories defined in
§61.42(e)(2) (v) and (vi) shall be assigned
an initial value prior to adjustment of
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100, corresponding to the initial
structured rates in those categories.

(5) Tandem-Switched Transport and
Interconnection Charge Service Category
Pricing Bands. From the effective date
through the end of the tariff year, the
following shall govern instead of §61.47
(9)(2) and (9)(3):

(i) The upper pricing band for the
tandem-switched transport service cat-
egory shall limit the upward pricing
flexibility for this service category, as
reflected in its SBI, to two percent,
measured from the initial restructured
rates for tandem-switched transport.
The lower pricing band for the tandem-
switched transport service -category
shall limit the downward pricing flexi-
bility for this service category, as re-
flected in its SBI, to ten percent, meas-
ured from the initial restructured rates
for tandem-switched transport.

(ii) The upper pricing band for the
interconnection charge service cat-
egory shall limit the upward pricing
flexibility for this service category, as
reflected in its SBI, to zero percent,
measured from the initial restructured
rate for the interconnection charge.

(i) Transport and Special Access Den-
sity Pricing Zone Transition Rules—(1)
Definitions. The following definitions
apply for purposes of paragraph (i) of
this section:

Earlier date is the earlier of the spe-
cial access zone date and the transport
zone date.

Earlier service is special access if the
special access zone date precedes the
transport zone date, and is transport if
the transport zone date precedes the
special access zone date.

Later date is the later of the special
access zone date and the transport zone
date.

Later service is transport if the spe-
cial access zone date precedes the
transport zone date, and is special ac-
cess if the transport zone date precedes
the special access zone date.

Revenue weight of a given group of
services included in a zone category is
the ratio of base period demand for the
given service rate elements included in
the category priced at existing rates,
to the base period demand for the en-
tire group of rate elements comprising
the category priced at existing rates.

re-
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Special access zone date is the date on
which a local exchange carrier tariff
establishing divergent special access
rates in different zones, as described in
§69.123(c) of this chapter, becomes ef-
fective.

Transport zone date is the date on
which a local exchange carrier tariff
establishing divergent switched trans-
port rates in different zones, as de-
scribed in §69.123(d) of this chapter, be-
comes effective.

(2) Simultaneous Introduction of Special
Access and Transport Zones. Local ex-
change carriers subject to price cap
regulation that have established den-
sity pricing zones pursuant to §69.123 of
this chapter, and whose special access
zone date and transport zone date
occur on the same date, shall initially
establish density pricing zone SBls and
bands pursuant to the methodology in
§61.47(h).

(3) Sequential Introduction of Zones in
the Same Tariff Year. Notwithstanding
§61.47(h), local exchange carriers sub-
ject to price cap regulation that have
established density pricing zones pur-
suant to §69.123 of this chapter, and
whose special access zone date and
transport zone date occur on different
dates during the same tariff year,
shall, on the earlier date, establish
density pricing zone SBIls and pricing
bands using the methodology described
in §61.47(h), but applicable to the ear-
lier service only. On the later date,
such carriers shall recalculate the SBls
and pricing bands to limit the pricing
flexibility of the services included in
each density pricing zone category, as
reflected in its SBI, as follows:

(i) The upper pricing band shall be a
weighted average of the following:

(A) The upper pricing band that ap-
plied to the earlier services included in
the zone category on the day preceding
the later date, weighted by the revenue
weight of the earlier services included
in the zone category; and

(B) 1.05 times the SBI value for the
services included in the zone category
on the day preceding the later date,
weighted by the revenue weight of the
later services included in the zone cat-
egory.

(ii) The lower pricing band shall be a
weighted average of the following:
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(A) The lower pricing band that ap-
plied to the earlier services included in
the zone category on the day preceding
the later date, weighted by the revenue
weight of the earlier services included
in the zone category; and

(B) 0.85 times the SBI value for the
services included in the zone category
on the day preceding the later date,
weighted by the revenue weight of the
later services included in the zone cat-
egory.

(iii) On the later date, the SBI value
for the zone category shall be equal to
the SBI value for the category on the
day preceding the later date.

(4) Introduction of Zones in Different
Tariff Years. Notwithstanding §61.47(h),
those local exchange carriers subject to
price cap regulation that have estab-
lished density pricing zones pursuant
to §69.123 of this chapter, and whose
special access zone date and transport
zone date do not occur within the same
tariff year, shall, on the earlier date,
establish density pricing zone SBls and
pricing bands using the methodology
described in §61.47(h), but applicable to
the earlier service only.

(i) On the later date, such carriers
shall use the methodology set forth in
paragraphs (a) through (d) of §61.47 to
calculate separate SBIs in each zone
for each of the following groups of serv-
ices:

(A) DS1 special access services;

(B) DS3 special access services;

(C) DS1 entrance facilities, DS1 di-
rect-trunked transport, and DS1 dedi-
cated signalling transport;

(D) DS3 entrance facilities, DS3 di-
rect-trunked transport, and DS3 dedi-
cated signalling transport;

(E) Voice grade entrance facilities,
voice grade direct-trunked transport,
and voice grade dedicated signalling
transport;

(F) Tandem-switched transport; and

(G) Such other special access services
as the Commission may designhate by
order.

(ii) From the later date through the
end of the following tariff year, the an-
nual pricing flexibility for each of the
subindexes specified in paragraph
(M)(4)(i) of this section shall be limited
to an annual increase of five percent or
an annual decrease of fifteen percent,
relative to the percentage change in
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the PCI for the trunking basket, meas-
ured from the levels in effect on the
last day of the tariff year preceding the
tariff year in which the later date oc-
curs.

(iii) On the first day of the second
tariff year following the tariff year
during which the later date occurs, the
local exchange carriers to which this
paragraph applies shall establish the
separate subindexes  provided in
§61.47(h)(1), and shall set the initial
SBIs for those density pricing zone cat-
egories that are combined (specified in
paragraphs ()(4)()(A) and [H)@(@)(©),
®H@®MDB)  and  ([H(AH()D), and
(M@ )(E) and (I)@)(i)(G) of this sec-
tion) by computing the weighted aver-
ages of the SBIs that applied to the for-
merly separate zone categories, weight-
ed by the revenue weights of the re-
spective services included in the zone
categories.

(J) Video Dialtone Services. For local
exchange carriers subject to price cap
regulation, the video dialtone services
basket, as designated in §61.42(d)(5),
shall be established with an initial PCI
and API level of 100 in the first annual
price cap tariff filing following com-
petition of the base period in which the
initial video dialtone service was intro-
duced. The initial value of 100 for the
PCI and API for video dialtone service
prior to adjustment of inflation and
productivity shall correspond to the
rates in effect just prior to the effec-
tive date of the annual filing in which
rates for video dialtone service are ini-
tially included in the video dialtone
basket.

(k) Marketing expenses. In the Janu-
ary 1, 1998 price cap tariff filing, local
exchange carriers shall establish the
marketing expense basket designated
in §61.42(d)(6) with an initial PCI and
API level of 100. The initial value of 100
for the PCI and API for marketing ex-
penses shall correspond to the market-
ing expenses described in §69.156(a) of
this chapter.

[54 FR 19843, May 8, 1989, as amended at 55
FR 42384, Oct. 19, 1990; 56 FR 21617, May 10,
1991; 56 FR 55239, Oct. 25, 1991; 59 FR 10302,
Mar. 4, 1994; 60 FR 19528, Apr. 19, 1995; 60 FR
52346, Oct. 6, 1995; 62 FR 31932, June 11, 1997]

EFFECTIVE DATE NOTE: At 62 FR 31932,
June 11, 1997, §61.48 was amended by adding
paragraph (k), effective Jan. 1, 1998.
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8§61.49 Supporting information to be
submitted with letters of transmit-
tal for tariffs of carriers subject to
price cap regulation.

(a) Each price cap tariff filing must
be accompanied by supporting mate-
rials sufficient to calculate required
adjustments to each PCI, API, and SBI
pursuant to the methodologies pro-
vided in §§61.44, 61.45, 61.46, and 61.47, as
applicable

(b) Each price cap tariff filing that
proposes rates that are within applica-
ble bands established pursuant to
§61.47, and that results in an API value
that is equal to or less than the appli-
cable PCI value, must be accompanied
by supporting materials sufficient to
establish compliance with the applica-
ble bands, and to calculate the nec-
essary adjustment to the affected APIs
and SBls pursuant to §§61.46 and 61.47,
respectively.

(c) Each price cap tariff filing that
proposes rates above the applicable
band limits established in §61.47 (e),
(M), (g), and (h) or above the limit on
composite average residential rates es-
tablished in §61.47(f)(2), must be accom-
panied by supporting materials estab-
lishing substantial cause for the pro-
posed rates.

(d) Each price cap tariff filing that
proposes rates that will result in an
API value that exceeds the applicable
PCI value must be accompanied by:

(1) An explanation of the manner in
which all costs have been allocated
among baskets; and

(2) Within the affected basket, a cost
assignment slowing down to the lowest
possible level of disaggregation, includ-
ing a detailed explanation of the rea-
sons for the prices of all rate elements
to which costs are not assigned.

(e) Each price cap tariff filing that
proposes restructuring of existing rates
must be accompanied by supporting
materials sufficient to make the ad-
justments to each affected APl and SBI
required by 8§61.46(c) and 61.47(d), re-
spectively.

(f)(1) Each tariff filing by a dominant
interexchange carrier, as specified by
Commission order, that introduces a
new service that will later be included
in a basket must be accompanied by
cost data sufficient to establish that
the new service, and each unbundled
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