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Federal Communications Commission § 65.800 

Subpart F—Maximum Allowable 
Rates of Return 

§ 65.700 Determining the maximum al-
lowable rate of return. 

(a) The maximum allowable rate of 
return for any exchange carrier’s earn-
ings on any access service category 
shall be determined by adding a fixed 
increment of four-tenths of one percent 
of the exchange carrier prescribed rate 
of return. 

(b) The maximum allowable rate of 
return for any exchange carrier’s over-
all interstate earnings for all access 
service categories shall be determined 
by adding a fixed increment of one- 
quarter of one percent to the exchange 
carrier prescribed rate of return. 

(c) The maximum allowable rate of 
return for rates filed by local exchange 
carrier subject to § 61.50 of this chapter, 
shall be determined by adding a fixed 
increment of one and one-half percent 
to the carriers prescribed rate of re-
turn. 

[51 FR 11034, Apr. 1, 1986, as amended at 58 
FR 36149, July 6, 1993; 60 FR 28546, June 1, 
1995] 

§ 65.701 Period of review. 
For both exchange and interexchange 

carriers subject to this part, interstate 
earnings shall be measured over a two 
year period to determine compliance 
with the maximum allowable rate of 
return. The review periods shall com-
mence on January 1 in odd-numbered 
years and shall end on December 31 in 
even-numbered years. 

[60 FR 28546, June 1, 1995] 

§ 65.702 Measurement of interstate 
service earnings. 

(a) For exchange carriers, earnings 
shall be measured separately for each 
access service category for purposes of 
determining compliance with the max-
imum allowable rate of return. The ac-
cess service categories shall be: an ag-
gregated category consisting of Special 
Access, § 69.113, and Contribution 
Charges for Special Access Expanded 
Interconnection, § 69.122; Connection 
Charges for Expanded Interconnection, 
§ 69.121; Common Line, §§ 69.104–69.105; 
and an aggregated category consisting 
of Line Termination, § 69.106, Intercept, 

§ 69.108, Local Switching, § 69.107, 
Transport, §§ 69.110–69.112, 69.124, 69.125, 
and Information, § 69.109. The Billing 
and Collection access element shall not 
be included in any access service cat-
egory for purposes of this part. The 
Commission will also separately review 
exchange carrier overall interstate 
earnings subject to this part for deter-
mining compliance with the maximum 
allowable rate of return determined by 
§ 65.700(b). 

(b) For exchange carriers, earnings 
shall be measured for purposes of deter-
mining compliance with the maximum 
allowable rates of return separately for 
each study area; provided, however, 
that if the carrier has filed or con-
curred in access tariffs aggregating 
costs and rates for two or more study 
areas, the earnings will be determined 
for the aggregated study areas rather 
than for each study area separately. If 
an exchange carrier has not utilized 
the same level of study area aggrega-
tion during the entire two-year earn-
ings review period, then the carrier’s 
earnings will be measured for the en-
tire two-year period on the basis of the 
tariffs in effect at the end of the second 
year of the two-year review period; pro-
vided, however, that if tariffs rep-
resenting a higher level of study area 
aggregation were not in effect for at 
least eight months in the second year, 
then the carrier’s earnings will be 
measured on the basis of the study area 
level of aggregation in effect for the 
majority of the two-year period; pro-
vided further, that any carrier that was 
not a member of the National Ex-
change Carrier Association or other 
voluntary pools for both years of the 
two-year review period will have its 
earnings reviewed individually for the 
full two-year period. 

[51 FR 11034, Apr. 1, 1986, as amended at 57 
FR 54719, Nov. 20, 1992; 58 FR 48763, Sept. 17, 
1993; 60 FR 28546, June 1, 1995] 

Subpart G—Rate Base 

SOURCE: 53 FR 1029, Jan. 15, 1988, unless 
otherwise noted. 

§ 65.800 Rate base. 
The rate base shall consist of the 

interstate portion of the accounts list-
ed in § 65.820 that has been invested in 
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47 CFR Ch. I (10–1–20 Edition) § 65.810 

plant used and useful in the efficient 
provision of interstate telecommuni-
cations services regulated by this Com-
mission, minus any deducted items 
computed in accordance with § 65.830. 

§ 65.810 Definitions. 
As used in this subpart ‘‘account 

xxxx’’ means the account of that num-
ber kept in accordance with the Uni-
form System of Accounts for Tele-
communications Companies in 47 CFR 
part 32. 

[82 FR 20843, May 4, 2017] 

§ 65.820 Included items. 
(a) Telecommunications plant. The 

interstate portion of all assets summa-
rized in Account 2001 (Telecommuni-
cations Plant in Service) and Account 
2002 (Property Held for Future Use), 
net of accumulated depreciation and 
amortization, and Account 2003 (Tele-
communications Plant Under Con-
struction), and, to the extent such in-
clusions are allowed by this Commis-
sion, Account 2005 (Telecommuni-
cations Plant Adjustment). Any inter-
est cost for funds used during construc-
tion capitalized on assets recorded in 
these accounts shall be computed in ac-
cordance with the procedures in Sec. 
32.2000(c)(2)(x) of this chapter. 

(b) Material and supplies. The inter-
state portion of assets summarized in 
Account 1220.1 (Material and Supplies). 

(c) Noncurrent assets. The interstate 
portion of Class B Rural Telephone 
Bank stock contained in Account 1410 
and the interstate portion of assets 
summarized in Account 1410 (Other 
Noncurrent Assets) and Account 1438 
(Deferred Maintenance, Retirements 
and Deferred Charges), only to the ex-
tent that they have been specifically 
approved by this Commission for inclu-
sion (Note: The interstate portion of 
assets summarized in Account 1410 
should not include any amounts re-
lated to investments, sinking funds or 
unamortized debt issuance expense). 
Except as noted above, no amounts 
from accounts 1406 through 1500 shall 
be included. 

(d) Cash working capital. The average 
amount of investor-supplied capital 
needed to provide funds for a carrier’s 
day-to-day interstate operations. Car-
riers may calculate a cash working 

capital allowance either by performing 
a lead-lag study of interstate revenue 
and expense items or by using the for-
mula set forth in paragraph (e) of this 
section. Carriers, in lieu of performing 
a lead-lag study or using the formula 
in paragraph (e) of this section, may 
calculate the cash working capital al-
lowance using a standard allowance 
which will be established annually by 
the Chief, Wireline Competition Bu-
reau. When either the lead-lag study or 
formula method is used to calculate 
cash working capital, the amount cal-
culated under the study or formula 
may be increased by minimum bank 
balances and working cash advances to 
determine the cash working capital al-
lowance. Once a carrier has selected a 
method of determining its cash work-
ing capital allowance, it shall not 
change to an optional method from one 
year to the next without Commission 
approval. 

(e) In lieu of a full lead-lag study, 
carriers may calculate the cash work-
ing capital allowance using the fol-
lowing formula. 

(1) Compute the weighted average 
revenue lag days as follows: 

(i) Multiply the average revenue lag 
days for interstate revenues billed in 
arrears by the percentage of interstate 
revenues billed in arrears. 

(ii) Multiply the average revenue lag 
days for interstate revenues billed in 
advance by the percentage of interstate 
revenues billed in advance. (Note: a 
revenue lead should be shown as a neg-
ative lag.) 

(iii) Add the results of paragraphs 
(e)(1) (i) and (ii) of this section to de-
termine the weighted average revenue 
lag days. 

(2) Compute the weighted average ex-
pense lag days as follows: 

(i) Multiply the average lag days for 
interstate expenses (i.e., cash operating 
expenses plus interest) paid in arrears 
by the percentage of interstate ex-
penses paid in arrears. 

(ii) Multiply the average lag days for 
interstate expenses paid in advance by 
the percentage of interstate expenses 
paid in advance. (Note: an expense lead 
should be shown as a negative lag.) 
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