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depreciated on a group basis, shall be
credited to the related reserves and at-
tributed to regulated and nonregulated
in proportion to the accumulated regu-
lated and nonregulated depreciation
for that group.

(c) Gains or losses related to the dis-
position of property that was never in-
cluded in the rate base shall not be
considered for ratemaking purposes.

(d) Except for the allowance for funds
used during construction, reasonable
charitable deductions and interest re-
lated to customer deposits, the
amounts recorded as nonoperating in-
come and expenses and taxes (Accounts
7300 and 7400) and interest and related
items (Account 7500) and extraordinary
items (Account 7600) shall not be in-
cluded unless this Commission specifi-
cally determines that particular items
recorded in those accounts shall be in-
cluded.

[63 FR 1029, Jan. 15, 1988, as amended at 60
FR 12139, Mar. 6, 1995; 67 FR 5702, Feb. 6, 2002;
69 FR 53652, Sept. 2, 2004]

Subpart D—Interexchange
Carriers

§65.500 Net income.

The net income methodology speci-
fied in §65.450 shall be utilized by all
interexchange carriers that are so des-
ignated by Commission order.

[60 FR 28546, June 1, 1995]

Subpart E—Rate of Return Reports

§65.600 Rate of return reports.

(a) Subpart E shall apply to those
interstate communications common
carriers and exchange carriers that are
so designated by Commission order.

(b) Each local exchange carrier or
group of affiliated carriers which is not
subject to §§61.41 through 61.49 of this
chapter and which has filed individual
access tariffs during the preceding en-
forcement period shall file with the
Commission within three (3) months
after the end of each calendar year, an
annual rate of return monitoring re-
port which shall be the enforcement pe-
riod report. Reports shall be filed on
the appropriate report form prescribed
by the Commission (see §1.795 of this
chapter) and shall provide full and spe-

§65.600

cific answers to all questions pro-
pounded and information requested in
the currently effective report form.
The number of copies to be filed shall
be specified in the applicable report
form. At least one copy of the report
shall be signed on the signature page
by the responsible officer. A copy of
each report shall be retained in the
principal office of the respondent and
shall be filed in such a manner as to be
readily available for reference and in-
spection. Final adjustments to the en-
forcement period report shall be made
by September 30 of the year following
the enforcement period to ensure that
any refunds can be properly reflected
in an annual access filing.

(c) Each interexchange carrier sub-
ject to §§61.41 through 61.49 shall file
with the Commission, within three (3)
months after the end of each calendar
year, the total interstate rate of return
for that year for all interstate services
subject to regulation by the Commis-
sion. Each such filing shall include a
report of the total revenues, total ex-
penses and taxes, operating income,
and the rate base. A copy of the filing
shall be retained in the principal office
of the respondent and shall be filed in
such manner as to be readily available
for reference and inspection.

(d)(1) BEach local exchange carrier or
group of affiliated carriers subject to
§§61.41 through 61.49 of this chapter
shall file with the Commission within
three (3) months after the end of each
calendar year a report of its total
interstate rate of return for that year.
Such filings shall include a report of
the total revenues, total expenses and
taxes, operating income, and the rate
base. Reports shall be filed on the ap-
propriate form prescribed by the Com-
mission (see §1.795 of this chapter) and
shall provide full and specific answers
to all questions propounded and infor-
mation requested in the currently ef-
fective form. The number of copies to
be filed shall be specified in the appli-
cable report form. At least one copy of
the report shall be retained in the prin-
cipal office of the respondent and shall
be filed in such manner as to be readily
available for reference and inspection.

(2) BEach local exchange carrier or
group of affiliated carriers subject to
§§61.41 through 61.49 of this chapter
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§65.700

shall file with the Commission within
fifteen (15) months after the end of
each calendar year a report reflecting
any corrections or modifications to the
report filed pursuant to paragraph
(d)(1) of this section. Reports shall be
filed on the appropriate form pre-
scribed by the Commission (see §1.795
of this chapter) and shall provide full
and specific answers to all questions
propounded and information requested
in the currently effective form. The
number of copies to be filed shall be
specified in the applicable report form.
At least one copy of the report shall be
retained in the principal office of the
respondent and shall be filed in such
manner as to be readily available for
reference and inspection.

[62 FR 274, Jan. 5, 1987, as amended at 54 FR
19844, May 8, 1989; 55 FR 42385, Oct. 19, 1990;
56 FR 21617, May 10, 1991; 62 FR 5166, Feb. 4,
1997]

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.

[61 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
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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
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,

interstate
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