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In the Matter of Rules Governing 
Telecommunications U tilities 
Electing Price Regulation 

1-AC-156 

FINAL ORDER OF THE PUBLIC SERVICE COMMISSION 
ADOPTING RULES 

To create ch. PSC 163 relating to procedures governing theelection of price 

regulation by telecommunications utilities. 

ANALYSIS PREPARED BY THE 
PUBLIC SERVICE COMMISSION OF WISCONSIN 

In 1993 Wisconsin Act 496 (Act 496), the legislature enacted a new regulatory model 

to manage the transition to a competitive telecommunications marketplace. Act 496 allows 

telecommunications utilities to elect aprice regulation plan as specified in s. 196.196 (1), 

Stats. 

The rules adopted in this chapter establish a process to govern implementation of the 

price regulation plan specified in s. 196.196 (1), Stats. Important features of this process 

include: 

(1) information to be filed when electing price regulation; 
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(2) mechanies of calculating the allowable armual price increases for serviees 

covered under price regulation including information filing requirements, productivity factor, 

armual Gross Domestic Product - Price Index (GDPPI), quality of service penalty, and 

infrastructure penalty or incentive; 

(3) rate increases or rate structure changes independent of the price cap index; and 

(4) price regulation review. 

REGULATORY FLEXIBILITY ANALYSIS 

These rules may have an effect on small telecommunications utilities, which are small 

businesses under s. 196.216, Stats., for the purposes of s. 227.114, Stats. The Commission 

has considered the methods in s. 227.114 (2), Stats., for reducing the impact of the rules on 

small telecommunications utilities and finds that incorporating any of these methods into the 

rules would be contrary to the statutory objectives which are the basis for the rules. In 

addition, the election of price regulation under this chapter is voluntary, and more flexibility 

and less stringent compliance requirements for small telecommunications utilities are 

available in ss. 196.195 (12) and 196.196 (4), Stats. 

At the time of this order, there are 86 local exchange companies in Wisconsin, 82 of 

which are small te1ecommunications utilities. The Commission finds that the availability of a 

voluntary price regulation election under s. 196.196 (1), Stats., and the process set forth in 

this chapter to govern the price regulation election are in the public interest for all 

telecommunications utilities in the state. 
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RULE AND STATUTORY AUTHORITY 

Pursuant to authõrity vested in the Public Service Commission by ss. 196.02 (3), 

196.196 (1) (e) and (e)·l, 227.11, Stats., and interpreting ss. 196.01,196.02,196.03 (6), 

196.196, and 196.204, Stats., the Public Service Commission ereates ch. PSC 163 to read as 

shown in Attachment 1. 

FISCAL ESTIMATE 

These mIes will have no fiseal impact on the Commission or on any other state of 

loeal units of government. 

EFFECTIVE D ATE 

These mIes shall take effect on the first day of the month following publication in the 

Wiseonsin Administrative Register as provided in s. 227.22 (2) (intro.), Stats. 

3 
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ENVIRONMENTAL ANALYSIS 

This action is dassified as a Type 3 action according to s. PSC 4.10(3), Wis. Adm. 

Code. Furtherrnore, since no unusual circumstances have come to the attention of the 

Cornrnission which indicate that significant environmental consequences are likely, neither an 

environmental impact statement under s. 1.11, Stats., nor an environmental assessment is 

required. 

Dated at Madison, Wisconsin 

By the Cornrnission. 

LLD:TJF:jah\h:\ss\order\lAC156.fn1 

Attachrnent 

Lynda L. Dorr 
Secretary to the Cornrnission 
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CHAPTER 163 

TELECOMMUNICATIONS UTILITY PRICE REGULATION 

Attachment 1 
Page 1 

PSC 163.01 PURPOSE. The purpose of this chapter is to effectuate and implement 
s. 196.196 (1), ~tats., as enacted by 1993 Wisconsin Aet 496 (Aet 496), generalIy effeetive 
September 1, 1994. The rules promulgated in this chapter determine the procedures for 
electing price regulatian, establish the meehanics of price regulatian, set reporting 
requirements, and create miscelIaneaus provisions to make mare speeific the requirements of 
s. 196.196 (1), Stats. 

PSC 163.02 DEFINITIONS. In this chaptel': 

(1) "Actual price index" or "API" means the company-specific price index for 
priee-regulated services as weighted by the revenues for such services caleulated pursuant to 
s. PSC 163.04 (5) through (7). 

(2) "Anniversary date" means the annualdate for administering the mechanies of 
price regulatian. 

(3) "Customer" means the end user of the teIeeommunications services provided 
by the telecommunications utility. 

(4) "Gross Domestic Product - Price Index" or "GDPPI" means the figure as 
reported by the U. S. Department of Commeree in its Survey of Current Business. 

(5) "Price cap index" or "PCI" means an index caleuIated pursuant to 
s. PSC 163.04 (2) through (4) which determines alIowabIe price increases and mandatory 
price decreases for priee-regulated serviees. 

(6) "Price-regulated services" means a teleeommunications service specified in 
s. 196.196 (1) (aY 1, Stats., or by the eommission in s. 196.196 (1) (a) 2, Stats. 

(7) "Price regulatian" means a form of alternative regulatian for 
telecommunications utilities as set forth in s. 196.196 (1), Stats. 

(8) "Produetivity faetor" means an adjustment faetor used to make annual 
adjustments to the GDPPI as set forth in s. 196.196 (1) (e), Stats. 

(9) "Rate strueture ehanges" indude an offering of service that does not resuIt in a 
net increase in options availabIe to eustomers and whieh either represents the modification of 
a method of charging or provisioning a service or the introduction of a new method of 
eharging or provisioning a service. 
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PSC 163.03 ELECTION OF PRICE REGULATION. (1) A teleeommunieations 
utility opting to be price-regulated under s. 196.196 (1), Stats., shall file with the 
eommission a letter st~tjng its eleetion and containing the following information: 

(a) Name and address of the teleeommunieations utility. 

(b) A statement that rates for price-regulated services are not greater than those in 
effeet on Deeember 31, preeeding the effeetive date of eleetion, and any amended tariffs, 
neeessary to eomply with the requirements for eleetion in s. 196.196 (1), Stats. 

(e) A statement that access rates will be redueed aeeording to the time sehedule of 
s. 196.196 (2), Stats. 

(2) Up on satisfaetory submission of the foregoing information, and after at least 
45 days notiee, if applieable under s. 196.196 (1) (b), Stats., the eommission shall eommenee 
regulating the teleeommunieations utility in the manner preseribed in s. 196.196 (1), Stats., 
and this ehapter. 

(3) Within 60 days after eleetion of price regulation, the utility shall file an 
investment plan under s. 196.196 (5), Stats. Within 120 days after eleetion of price 
regulation, the eommission, after notice and opportunity for hearing, may reseind the eleetion 
if the utility fails to meet the requirements of s. 196.196 (5) (d), Stats. If a hearing is held, 
the time within which the eommission may aet may be extended an additional 30 days. 

PSC 163.04 MECHANICS OF PRICE REGULATION. (1) A utility may not 
request aprice inerease for any service unti! its first anniversary date. The anniversary date 
shall be based on the date the eommission eommenees regulating the teleeommunications 
utility in the manner preseribed in s. 196.196 (1), Stats., and this ehapter. For purposes of 
this seetion, the utility and the eommission may agree on a mutually aeeeptable date to be 
deemed to be the "anniversary date" for purposes of annual reporting and determination of 
allowable price ehanges. On its first anniversary date and subsequent anniver.sary dates, the 
utility shall file the following information with the eommission for it to determine the amount 
the utility may inerease or shall deerease its rates: 

(a) Prior annual revenues to be used to ealeulate a revenue weighted aetual price 
index. If a ehange in the rate for a priee-regulated service has oeeurred during the prior 
year, the prior year's revenues for that service shall be adjusted to refleet annual revenues as 
if the rate in effeet at year end had been in effeet the entire year. 

(b) Prior annual data on the service quality penalty and infrastrueture penalty or 
ineentive eomponents as deseribed in subs. (2) (e) and (d). 

(e) A progress report pursuant to s. 196.196 (5) (e), Stats. 
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(d) Any other data requested by the commission related to its diseretion to adjust 
for penalty and ineentive factors. 

-
(2) At the effeetive date of eleetion of price regulation, the annual price eap index 

or "PCI" shall be initialized at 100. The annual PCI shall be ealculated on the anniversary 
date eaeh year using the following formula: 

[1 + .... GDPPI - PRO D + INC - PEN] * 100 

where .... GDPPI 
PRO D 
INC 
PEN 

= 
= 

annual percentage ehange in GDPPI 
= produetivity faetor offset 
infrastrueture investment ineentive 
quality of service or infrastrueture investment penalty 

The faetors used to eakulate the annual PCI shall be determined and eakulated by the 
commission in the following manner: 

(a) On a utility's first anniversary date, the annual percentage ehange in gross 
domestic produet price index or .... GDPPI shall be ealculated by using the most reeent 
quarterly fixed weight index and its eorresponding prior year quarterly index. On subsequent 
anniversary dates, the annual percentage ehange shall be ealculated by using the most reeent 
quarterly GDPPI index and the price index whieh was used in the ealculation on the previous 
anniversary date. If the GDPPI is eliminated, the eornmission shall by order adopt the most 
eomparable replaeement index after eomments from interested parties and a hearing, if 
requested. 

(b) Aeeording to s. 196.196 (1) (e), Stats., the produetivity faetor offset to the 
.... GDPPI shall be 2 percentage points. For a teleeommunieations utility with mo re than 
500,000 access lines, the percentage offset shall be 3 percentage points. Beginning in the 
year 2000 and every 3 years thereafter, for the purpose of adjusting the GDPPI percentage 
offset, pursuant to s. 196.196 (1) (e), Stats., to refleet any statewide changes in the 
produetivity experience of the telecornmunications industry, the commission may consider the 
following historieal factors: 

1. Sales volumes. 

2. Labor. 

3. Materials. 

4. Rent. 

5. Services. 

6. Other expenses. 
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7. Plant-in-service. 

8. Cost of ~apital. 

9. Any other data relevant to measuring productivity. 

Attachment 1 
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(bm) Each time the productivity factors are reviewed, the commission shall provide 
for a productivity study for the telecommunications industry in this state. If necessary, this 
study shall be completed by September 1, 2000 and every 3 years thereafter, and shall 
address the above factors pIus additional evidence relative to. a utility' s ability to increase 
productivity in the future. The commission shall as ses s all price-regulated 
telecommunications utilities for these studies. 

(c)l. In creating a quality of service penalty mechanism for inadequate service 
pursuant to s. 196.196 (1) (c), Stats., the commission, with opportunity for hearing, shall 
establish by order, initial industry-wide standards based on a consideration of national 
standards and measurements of service quality for each quality of service campanent, if 
available. 

2. The commission shall establish initial industry-wide standards for the quality of 
service components within 30 days of the filing of a company' s commitment plan pursuant to 
s. 196.196 (5), Stats., or within 30 days of the effective date of this rule .... [revisor inserts 
date], whichever is later. The quality of service components are: 

a. Responsiveness to customers' requests for service as measured by the average 
time interval for installation. 

b. Overall network quality as measured by trouble reports per 100 access lines. 

c. Speed of repair as measured by average time out of service. 

d. Repair quality as measured by percent repeat trouble reports. 

e. Responsiveness to customer requests for repair as measured by average 
employee answer time for repair calls. Average employee answer time means average speed 
of answer, induding time in queue prior to speaking to an employee representative or 
otherwise receiving assistance. 

3. Within 30 days of the commission establishing initial industry-wide standards 
for the quality of service components shown in subd. 2, a utility may propose alternative or 
additional components for any of these aspects of customer service. A company's proposal 
for alternative or additional components shall indude a description of the alternative or 
additional component, justification for using this alternative component, and an initial 
industry-wide standard with a description of how the standard was determined. The company 
filing shall indude proposed initial company-specific benchmarks and measurement 
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timeframes along with supporting data for each quality of service component in subd. 2, or 
any alternative or additional component proposed by the company in this subdivision. This 
filing may also include- the weight to be given to each component, if different. - -. 

4. The commission may initiate an investigation of the proposed alternative or 
additional quality of service component, proposed industry-wide standards, or proposed 
initial company-specific benchmarks, component weightings, and measurement timeframes 
within 30 days after receiving the utility's proposal. Within 60 days after initiating an 
investigation and following the opportunity for hearing, the commission shall issue an order 
approving, modifying or rejecting the utility's proposal. If the commission does not initiate 
an investigation within 30 days after receiving the utility's proposal, the utility's proposal 
shall be deemed to have been approved. 

5. The service quality penalty mechanism shall be based on a combination of past 
company performance and industry-wide standards. Past company performance shall be 
evaluated based on a 3-year average. For purposes of this paragraph; "performance range" 
me ans a range 10 percent above to 10 percent below a telecommunications utility's most 
reeent 3-year average performance. Any company filing which proposes alternative or 
additional quality of service components under subd. 3, shall also indude proposed 
performance ranges. Actual data filed under sub. (1) (b) shall be compared to the most 
recently approved industry-wide standards and company-specific benchmarks. 

6. No penalty shall be assessed if: 

a. Actual performance meets industry-wide standards and meets or improves upon 
the company's most reeent 3-year average performance. 

b. Actual performance meets industry-wide standards, fails to meet the company's 
most reeent 3-year average performance but meets 0]' improves upon the company's 
performance range. 

c. During the first 3 years after election of price regulation, actual performance 
fails to meet industry-wide standard s but meets or improves upon the company's most reeent 
3-year average performance. 

7. A penalty equal to 50 percent of per component value in Table 1 in par. (g) 
shall be assessed if: 

a. After the first 3 years after election of price regulation, actual performance 
fails to meet industry-wide standards but meets or improves upon the company's most reeent 
3-year average perfo'rmance. 

b. Actual performance meets industry-wide standards but fails to meet the 
company's performance range. The commission may waive this penalty in those 
circumstances where actual performance meets or exceeds customer expectations. 
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c. During the first 3 years after election of price regulation, actual performance 
fails to meet industry-wide standards, fails to meet the company's most recent 3-year average 
performance but meets_-?r improves upon the company's performance range. 

8. A penalty equal to 100 percent of per component value in Table 1 in 
par. (g) shall be assessed if: 

a. After the first 3 years after election of price regulation, actual performance 
fails to meet industry-wide standards and fails to meet the company's most recent 3-year 
average performance. 

b. During the first 3 years after election of price regulation, actual performance 
fails to meet industry-wide standards and fails to meet the company's performance range. 

9. The commission may waive all or a portion of any quality of service penalty in 
the event of extraordinary circumstances which disrupt service, making it impossible for a 
company to achieve its benchmarks. The commission may also adjust the service quality 
benchmarks to eliminate the effects of any extraordinary circumstances which would 
otherwise distort the 3-year average. 

10. On each anniversary date, the commission, following an opportunity for 
hearing, shall compute new industry-wide standards and company-specific benchmarks based 
on the prior year benchmarks, information filed under sub. (1) (b), and rules or orders 
regarding quality of service. These updated benchmarks shall be used in caleulating the 
service quality penalty on the next anniversary date. For purposes of computing the updated 
company-specific benchmarks and subject to a showing to the contrary, past performance for 
the most recent 3-year average shall meet or exceed pa st performance for the initial 3-year 
average. On each anniversary date, upon arequest hy the utility or on the commission's 
own motion, the commission may also initiate a review of the appropriateness of the quality 
of service components. The commission may issue an order revising these quality of service 
components, following an opportunity for hearing. 

(d) 1. In creating a penalty or incentive mechanism for infrastructure investment 
pursuant to s. 196.196 (1) (c), Stats., the commission, with opportunity for hearing, shall 
establish by order, infrastructure investment components together with initial benchmark 
ranges and measurement timeframes for each price-regulated company. 

2. The infrastructure investment components shall be based on s. 196.196 (5), 
Stats., the utility' s filed infrastructure commitment plan and current technology. The 
commission shall establish these components together with initial benchmark ranges and 
measurement timeframes within 30 days of the filing of the company's commitment plan 
pursuant to s. 196.196 (5), Stats., or within 30 days of the effective date of this rule 
.... [revisor inserts date], whichever is later. 
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3. Within 30 days of the commission establishing infrastrncture investment 
components, a price-regulated utility may file proposed alternative or additional infrastrocture 
investment components', 80mponent weights, if different, initial benchmarks and measurement 
timeframes. - ~ 

4. The commission may initiate an investigation of the proposed alternative or 
additional components, component weights, measurement timeframes, and initial benchmarks 
within 30 days after receiving the utility' s filing. Within 60 days after initiating an 
investigation and following the opportunity for hearing, the commission shall issue an order 
approving, modifying or rejecting the utility's proposa!. If the commission does not initiate 
an investigation within 30 days after receiving the utility's filing, the utility's proposal shall 
be deemed to have been approved. 

5. If the reported investment associated with a component is outside the 
benchmark range, then the annual component will be assigned an appropriately weighted 
penalty or incentive value based on Table 1 in par. (g). The range shall be based on 
cumulative investment levels. 

6. The commission may waive all or a portion of any infrastrncture investment 
penalty in the event of extraordinary eircumstances, making it impossible or unreasonable for 
a company to achieve its benchmarks. 

7. On each anniversary date, the commission, following an opportunity for 
hearing, may compute new company-speeific benchmarks based 0l?- the prior year 
benchmarks and information filed in a company's report on infrastrncture deployment as 
required under s. 196.196 (5), Stats. These updated benchmarks shall be used in caleulating 
the penalty or incentive mechanism for infrastrncture investment on the next anniversary 
date. On each anniversary date, upon arequest by the utility or on the commission's own 
motion, .the commission may also initiate a review of the appropriateness of the infrastrncture 
investment components. The commission may issue an order revising these infrastrncture 
components, following an opportunity for hearing. 

(e) In addition to the quality of service penalty and investment penalty or 
incentive, the commission shall establish speeific ranges for the commitment to the 
Wisconsin advanced telecommunications foundation for each price-regulated company based 
on the utility's filed infrastrncture commitment plan. If the company's contribution to the 
foundation is outside the range, then the annual component shall be assigned a penalty or 
incentive value based on Table 1 in par. (g). 
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(f) In addition to the penalty and incentives as discussed in pars. (e) and (d), the 
commission may also assign, at its discretion, an adclitional penalty or incentive, which is 
shown in Table 1. ToAetermine this discretionary penalty or incentive, the factors the 
commission may consider to the extent they relate to the utility's infrastructure investment 
and quality of service, include but are not limited to: 

1. Factors pursuant to s. 196.03 (6), Stats. 

2. Customer survey s measuring general customer satisfaction such as customer 
satisfaction regarding company responses to complaint contacts, repair requests, service 
installations and billing inquiries. 

3. Responsiveness to rural development and technology concerns, and demand 
for new services. 

4. The extent to which the utility has reasonably complied with its annual 
commitment defined in its infrastrncture investment plan. 

5. The extent to which schools, libraries, hospitals and similar institutions are 
utilizing the utility' s infrastrncture investments. 

6. The extent to which the utility has established and the effectiveness of 
customer assistance programs. 

7. COlJlpliance with other measures or standards for telecommunications service 
included in rnIes or orders, but not included in the service quality penalty components set 
forth in this subsection. 

(g) The following table shows the maximum penalty or incentive values to be 
assigned to a price-regulated utility based on quality of service, infrastrncture investment, 
investment in the Wisconsin advanced telecommunications foundation, and commission 
discretion. 
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. Penalty and Incentive Mechanism Values 

500,000 or Fewer More than 500,000 
Access Lines Access Lines 

Adjustment Factor Penalty Incentive Penalty Incentive 

Quality of service! .4% N/A .8 % N/A 

Infrastructure investment! .4% .8 % .8 % 1.6 % 

Wisconsin advanced .1 % .1 % .2 % .2 % 
telecommunications foundation 

Commission discretion .1 % .1 % .2 % .2 % 

Total Maximum Value 1.0 % 1.0 % 2.0 % 2.0 % 

(3) At the effective date of election of price regulation the unadjusted cumulative 
PCI shall be initialized at 100. On the third anniversary date, the unadjusted cumulative PCI 
shall be equal to the annual PCI. On all other anniversary dates, the unadjusted cumulative 
PCI shall be calculated by the commission using the following formula: 

Unadjusted Cumulative PCIx = Unadjusted Cumulative PCIx_! * [Annual PCIx / 100] 

where unadjusted cumulative PCIx = the unadjusted cumulative PCI in 
year x 

unadjusted cumulative PCIx_1 = the previous year' s unadjusted 
cumulative PCI 

annual PCIx = the annual PCI in year x 

(4) At the effective date of election of price regulation, on the third anniversary 
date, upon implementation of any rate decrease required by this section, and any time a rate 
increase causes the annual API to exceed the annual PCI, the 3-year maximum PCI shall be 
initialized at 100. On each anniversary date, the 3-year maximum PCI shall be calculated by 
the commission using the following formula: 

These adjustment factors consist of a number of components as discussed in pars. (e) 
and (d). Penalty or incentive values per individual component shall vary depending on the 
number of components and the assigned weights, but the total of the penalty or incentive 
values shall not exceed the maximum value shown for the adjustment factor. 
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3-Year Maximum PClx = Annual PClx * Annual PCIX_1 * Annual PClx_2 / 10,000 

where 3-year n:t~ximum PClx 

annual PClx_1 

annual PClx_2 

= 
the 3-year maximum PCI in year x 
the previous year's annual PCI or 100 if 
initialized in that year 
the annual PCI 2 years prior to year x or 
100 if initialized within the last 2 years 

(5)(a) At the effeetive date of eleetion of price regulation, and at every anniversary 
date, the annual API shall be initialized at 100. The annual API shall be ehanged for eaeh 
inerease or deerease in a price for a priee-regulated service, aeeording to the following 
formula: 

where wi 

Pc 
Pn 

= 
= 
= 

the eurrent revenue weight for rate element i 
the eurrent price for rate element i 
the price for rate element i whieh was in effeet when the annual 
API was last initialized 

(b) Revenue weights shall be ealeulated on the first anniversary date as set forth in 
subs. (1) (a), and reviewed on eaeh subsequent anniversary date. If additional priee­
regulated services are added pursuant to s. 196.196 (1) (a) (2), Stats., the annual API shall 
be ealeulated so that the addition of these services shall not eause a ehange in the annual 
APr. 

(e) The annual API shall exc1ude any price decreases ordered by the eommission 
under s. 196.196 (5) (e), Stats. 

(6) At the effeetive date of eleetion of price regulation the unadjusted eumulative 
API shall be initialized at 100. On the third anniversary date, the unadjusted eumulative API 
shall be equal to the annual APr. On all other applicable dates, the unadjusted eumulative 
API shall be ealeulated using the following formula: 

Unadjusted Cumulative APIx = Unadjusted Cumulative APIx_1 * [Annual APlx / 100] 

where unadjusted eumulative APIx 

unadjusted eumulative APIx_1 

annual APIx 

= 

= 

= 

the eUITent unadjusted eumulative 
API in year x 
the previous year's final unadjusted 
eumulative API 
the eUITent annual API in year x 
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(7) At the effeetive date of eleetion of price regulation, on the third anniversary 
date, upon implementation of any rate decreases required by this seetion, and at any time a 
rate inerease eauses the- aimual API to exeeed the ammal PCI, the 3-year maximum API shall - -. 
be initialized at 100. On all other applieable dates, the 3-year maximum API shall be 
ealeulated using the following formula: 

3-Year Maximum APlx = Annual APlx * Annual APlx_! * Annual APlx_2 / 10,000 

where 3-year maximum APlx 
annual APlx_! 

annual APlx_2 

= 

= 

= 

the eurrent 3-year maximum API in year x 
the previous year's fina I annual API or 
100 if initialized in year x-I 
the final annual API 2 years prior to year 
x or 100 if initialized within the last 2 
years 

(8)(a) The eommission shall issue an order no later than 30 days after the utility's 
anniversary date authorizing the arnount the utility may inerease its rates or mandating the 
arnount it shall reduee them based on the ealeulated PCI. If a hearing is held, the time 
within which the eommission shall issue an order may be extended by 30 days. The order 
shall set forth the PCI and API values as of the anniversary date. Onee the eommission 
issues an order authorizing the ehange, the utility shall have until the next anniversary date to 
ra ise its priees by the arnount the 3-year maximum PCI exeeeds the 3-year maximum API. 
The inerease in any rate element shall not at any time exeeed 10 percent or the annual 
ehange in the GDPPI index, whichever is greater. The eommission's order may also set the 
revenue weights for ealeulating the API. If the utility eleets to inerease rates, it shall file 
with the eommission tariffs implementing the inerease. It shall also file a ealeulation of the 
annual API, unadjusted eumulative API and 3-year maximum API which results after an 
inerease in rates. Any such inerease shall beeome effeetive 45 days after the date on whieh 
notiee is reeeived by the eommission, unless the eommission determines it is in violation of 
the authorized inerease. If the 3-year maximum PCI is less than the 3-year maximum API, 
and the unadjusted eumulative PCI is less than the unadjusted eumulative API, the utility 
shall file tariffs implementing the deerease. Any such deerease shall beeome effeetive no 
later than 45 days after the date of the eornrnission order mandating the deerease unless the 
eommission determines it is in violation of the authorized deerease. The utility shall also file 
a ealeulation of the API which results after such deerease. The resulting unadjusted 
eumulative API shall be no greater than the unadjusted eumulative PCI. 

(b) Under S. 196.196 (1) (e), Stats., the only service specified by 
S. 196.196 (1) (a), Stats., for whieh priees may be inereased during the first 3 years after the 
utility's initial priee-regulated rates take effeet is basie message teleeornrnunieations service. 
For any price ehange during the initial 3-year period after a utility eleets price regulation, the 
API shall only inc1ude basie message teleeommunieations service. 
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PSC 163.05 RATE INCREASES AND RATE STRUCTURE CHANGES 
INDEPENDENT OFTHE PRICE CAP INDEX. (1) Under s. 196.196 (1) (e) 1, Stats., a 
priee-regulated teleconjIp.unieations utility, not earlier than 3 years after electing to become 
priee-regulated, may alter its rate strueture or increase rates for priee-regulated serviees upon 
120 days' prior notice to the comrnission. Under s. 196.196 (1) (e) 2, Stats., the 
comrnission upon a complaint by an affeeted party or on its own motion, may initiate an 
investigation. Within 120 days after initiating the investigation and following a hearing, the 
comrnission shall issue an order approving, modifying or rejecting the rate change. 

(2) The API and PCI as set forth in s. PSC 163.04 (2) through (7), shall be 
reinitialized to 100 upon any rate inerease or rate structure change in this seetion that results 
in the 3-year maximum API exceeding the 3-year maximum PCI. 

(3) The notice required under s. 196.196 (1) (e), Stats., for a price-regulated 
telecommunieations utility to ehange its rate structure or inerease rates for priee-regulated 
serviees sh all be aeeompanied with the following information: 

(a) Documentation that addresses the faetors specified in s. 196.03 (6), Stats., for 
determining what is just and reasonable, and the impact of the proposed change on the public 
interest. 

(b) A eost of service study supporting a change in rates above those allowed in 
s. 196.196 (1) (e), Stats. The co st of serviee study shall demonstrate that the co st of 
providing one or more priee-regulated serviees, and all priee-regulated serviees in the 
aggregate, have inereased due to eost alloeations or changes in the eosts of providing that 
service that are outside the eontrol of the teleeomrnunieations utility and the change in eost 
will not be fully offset by resulting ehanges in the GDPPI. 

(e) If the rate ehange is based on ehanges in the alloeation of eosts outside of the 
eontrol of the telecomrnunieations utility, doeumentation shall inc1ude a deseription of the 
change in eost allocation methods, when management became aware of the ehange, the 
impact of the ehange on both the profitability of total company operations and the co st of 
providing priee-regulated services, other steps taken by the utility to mitigate the impact of 
the ehange, and evidenee that the ehange will disproportionately impact that utility with 
respeet to other providers or carriers. 

(d) If the reason for the rate change is based on effeets ofeompetition, a 
description of the aetual or potential harm eaused by eompetition if the proposed alteration of 
rate strueture or rate inerease is not granted. 

(e) An estimate of the dollar amount of the monthly ehange for the typieal 
residential eustomer that will result if the rate ehange beeomes effeetive. 

(f) The percent inerease as a resuIt of the rate ehange by rate element, by class 
and in total. 
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(g) If the rate change is based on changes in the costs of providing the service that 
are outside of the control of the telecommunieations utility, doeumentation shall include a 
description of and the ~~t-imated annual impaet of each ehanged co st given eurrent rates and 
revenue foreeasts, when management beeame aware of the ehange, the portion of the impaet 
of the east ehange which will not be fully offset by resulting ehanges in the GDPPI, support 
that the impaet of the east ehange will persist over several years, and the reasons why the 
east ehange is not part of the normal risk of doing business which should be reeovered by 
inereasing produetivity instead of inereasing rates or priees. 

(h) Full explanations of reasons for ehanges in tariff struetures, including 
applieable tariff regulations. 

(i) Doeumentation to reconeile ehanges in rate design to overall revenue inerease 
and to justify alloeation of the proposed inerease among various serviees or eustomer classes. 

PSC 163.06 PRICE REGULATION REVIEW. Pursuant to s. 196.196 (1) (g), 
Stats., in order to perform a review of price regulatian after five years and any time 
thereafter, the eommission needs to implement an effeetive monitoring program for priee­
regulated teleeommunications utilities.· In order to implement an effeetive monitaring 
program eaeh teleeommunieations utility eleeting to beeome priee-regulated shall file the 
following information during the period in whieh price regulatian is in effeet: 

(1) A report on how competitian, eeonomic development, eonsumer choice, 
quality of life, soeietal goals, and universal service have ehanged during the period in whieh 
price regulatian has been in effeet. The report shall. where passible,. include quantifiable 
data, disaggregated into separate services, demographic groups and geographie areas, and 
compare measures of the above faetors under price regulatian to measures of the above 
faetors before price regulation. Teleeommunieations utilities with more than 150,000 access 
lines in use in this state which eleet to be priee-regulated before Deeember 31, 1997 shall file 
the report no later than August 1, 1998. Other priee-regulated teleeommunieations utilities 
shall file such report no later than four and one-half years after the date the commission 
eommenees regulating the utility in the manner preseribed in s. 196.196 (1), Stats. and this 
ehapter. This subsection does not affeet the commission's ability to require interim or 
periodie reports on speeifie subjeets for monitoring purposes. 

(2) Finaneial results in summary form, showing revenues, expenses, net 
investment rate base, capital structure, and rate of retum on utility common equity. 
Reported revenues shall be adjusted to reflect uncollectible aecounts directly written off, net 
of colleetions of previously written off accounts. This information shall be submitted no 
later than one year after the utility's election to become price-regulated, and annually 
thereafter. 


