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jointly for state and interstate oper-
ations are:

(i) Operator work time expressed in
weighted standard work seconds is the
basis for measuring the use of operator
systems.

(ii) Holding-time-minutes is the basis
for measuring the use of local and toll
switching plant.

(iii) Conversation-minute-kilometers
or conversation minutes is the basis for
measuring the use of interexchange cir-
cuit plant and holding-time minutes is
the basis for measuring the use of ex-
change trunk plant. While the use of
holding-time-minute-kilometers is the
basic fundamental allocation factor for
interexchange circuit plant and ex-
change trunk plant, the use of con-
versation-minute-kilometers or con-
versation-minutes for the allocation of
interexchange circuit plant and hold-
ing-time minutes for the allocation of
exchange trunk plant are considered
practical approximations for separa-
tions between state and interstate op-
erations when related to the broad
types of plant classifications used here-
in.

(iv) Message telecommunications
subscriber plant shall be apportioned
on the basis of a Gross Allocator which
assigns 25 percent to the interstate ju-
risdiction and 75 percent to the state
jurisdiction.

(c) Property rented to affiliates, if
not substantial in amount, is included
as used property of the owning com-
pany with the associated revenues and
expenses treated consistently: Also
such property rented from affiliates is
not included with the used property of
the company making the separations;
the rent paid is included in its ex-
penses. If substantial in amount, the
following treatment is applied:

(1) In the case of property rented to
affiliates, the property and related ex-
penses and rent revenues are excluded
from the telephone operations of the
owning company, and

(2) In the case of property rented
from affiliates, the property and re-
lated expenses are included with, and
the rent expenses are excluded from,
the telephone operations of the com-
pany making the separation.

(d) Property rented to or from non-
affiliates is usually to be included as
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used property of the owning company
with the associated revenues and ex-
penses treated consistently. In the
event the amount is substantial, the
property involved and the revenues and
expenses associated therewith may be
excluded from or included in the tele-
communications operations of the
company. When required, the cost of
property rented to or from non-affili-
ates is determined using procedures
that are consistent with the procedures
for the allocation of costs among the
operations.

(e) Costs associated with services or
plant billed to another company which
have once been separated under proce-
dures consistent with general prin-
ciples set forth in this part, and are
thus identifiable as entirely interstate
or State in nature, shall be directly as-
signed to the appropriate operation and
jurisdiction.

[62 FR 17229, May 6, 1987, as amended at 58
FR 44905, Aug. 25, 1993; 71 FR 65745, Nov. 9,
2006]

§36.3 Freezing of jurisdictional sepa-
rations category relationships and/
or allocation factors.

(a) Effective July 1, 2001, through
June 30, 2014, all local exchange car-
riers subject to part 36 rules shall ap-
portion costs to the jurisdictions using
their study area and/or exchange spe-
cific jurisdictional allocation factors
calculated during the twelve month pe-
riod ending December 31, 2000, for each
of the categories/sub-categories as
specified herein. Direct assignment of
private line service costs between ju-
risdictions shall be updated annually.
Other direct assignment of investment,
expenses, revenues or taxes between ju-
risdictions shall be updated annually.
Local exchange carriers that invest in
telecommunications plant categories
during the period July 1, 2001, through
June 30, 2014, for which it had no sepa-
rations allocation factors for the
twelve month period ending December
31, 2000, shall apportion that invest-
ment among the jurisdictions in ac-
cordance with the separations proce-
dures in effect as of December 31, 2000
for the duration of the freeze.

(b) Effective July 1, 2001, through
June 30, 2014, local exchange carriers
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subject to price cap regulation, pursu-
ant to §61.41, shall assign costs from
the part 32 accounts to the separations
categories/sub-categories, as specified
herein, based on the percentage rela-
tionships of the categorized/sub-cat-
egorized costs to their associated part
32 accounts for the twelve month pe-
riod ending December 31, 2000. If a part
32 account for separations purposes is
categorized into more than one cat-
egory, the percentage relationship
among the categories shall be utilized
as well. Local exchange carriers that
invest in types of telecommunications
plant during the period July 1, 2001,
through June 30, 2014, for which it had
no separations category investment for
the twelve month period ending De-
cember 31, 2000, shall assign such in-
vestment to separations categories in
accordance with the separations proce-
dures in effect as of December 31, 2000.
Local exchange carriers not subject to
price cap regulation, pursuant to §61.41
of this chapter, may elect to be subject
to the provisions of §36.3(b). Such elec-
tion must be made prior to July 1, 2001.
Local exchange carriers electing to be-
come subject to §36.3(b) shall not be el-
igible to withdraw from such regula-
tion for the duration of the freeze.
Local exchange carriers participating
in Association tariffs, pursuant to
§69.601 of this chapter et seq., shall no-
tify the Association prior to July 1,
2001, of such intent to be subject to the
provisions of §36.3(b). Local exchange
carriers not participating in Associa-
tion tariffs shall notify the Commis-
sion prior to July 1, 2001, of such intent
to be subject to the provisions of
§36.3(b).

(c) Effective July 1, 2001, through
June 30, 2014, any local exchange car-
rier that sells or otherwise transfers
exchanges, or parts thereof, to another
carrier’s study area shall continue to
utilize the factors and, if applicable,
category relationships as specified in
§§36.3(a) and (b).

(d) Effective July 1, 2001, through
June 30, 2014, any local exchange car-
rier that buys or otherwise acquires ex-
changes or part thereof, shall calculate
new, composite factors and, if applica-
ble, category relationships based on a
weighted average of both the seller’s
and purchaser’s factors and category
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relationships calculated pursuant to
§§36.3(a) and 36.3(b). This weighted av-
erage should be based on the number of
access lines currently being served by
the acquiring carrier and the number
of access lines in the acquired ex-
changes.

(1) To compute the composite alloca-
tion factors and, if applicable, the com-
posite category percentage relation-
ships of the acquiring company, the ac-
quiring carrier shall first sum its exist-
ing (pre-purchase) access lines (A) with
the total access lines acquired from
selling company (B). Then, multiply its
factors and category relationship per-
centages by (A/(A+B)) and those of the
selling company by (B/(A+B)) and sum
the results.

(2) For carriers subject to a freeze of
category relationships, the acquiring
carrier should remove all categories of
investment from the selling carrier’s
list of frozen category relationships
where no such category investment ex-
ists within the sold exchange(s). The
seller’s remaining category relation-
ships must then be increased propor-
tionately to total 100 percent. Then,
the adjusted seller’s category relation-
ships must be combined with those of
the acquiring carrier as specified in
§36.3(d)(1) to determine the category
relationships for the acquiring carrier’s
post-transfer study area.

(e) Any local exchange carrier study
area converting from average schedule
company status, as defined in §69.605(c)
of this chapter, to cost company status
during the period July 1, 2001, through
June 30, 2014, shall, for the first twelve
months subsequent to conversion cat-
egorize the telecommunications plant
and expenses and develop separations
allocation factors in accordance with
the separations procedures in effect as
of December 31, 2000. Effective July 1,
2001 through June 30, 2014, such compa-
nies shall utilize the separations allo-
cation factors and account categoriza-
tion subject to the requirements of
§§36.3(a) and (b) based on the category
relationships and allocation factors for
the twelve months subsequent to the
conversion to cost company status.

[66 FR 33204, June 21, 2001, as amended at 75
FR 30301, June 1, 2010; 76 FR 30841, May 27,
2011]
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