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Adjustment #1 - Normalization for Approved Regulatory Changes 

Normalization for Approved Regulatory Changes is the effects of known and measurable 
rate changes which were not fully reflected in 2009 financial results.  A company may 
have had significant mid-year rate changes mandated by the FCC or another regulatory 
body in 2009.  In this case, the amounts on the 2009 ICC Annual Report will accurately 
show the revenue the company earned in 2009, but these amounts will not be an 
accurate reflection of revenue levels going forward.  For example, an increase in a rate 
element in July of 2009 will result in a 2010 revenue amount that is higher than is 
reflected on the 2009 Report.  This adjustment normalizes for these changes. 

A specific example of this type of adjustment would be the impact of local rate increases 
implemented during 2009.  Furthermore, local revenues for 2009 may need to be 
increased or imputed for the difference between actual and revenues at the affordable 
rate if the affordable rate has not been implemented.  

 
 
Adjustment #2 – Out-of-Period or Extraordinary Revenue and Expense 
Adjustments 
 
Out-of-period adjustments consist of either revenue or expense items that are recorded 
and booked in 2009 but relate to activity associated with a prior period.  Examples of 
these type of adjustments include interstate CCL and TS Pool true-up activity, access 
billing adjustments, or recovery of previously written off bad debt. 
 
Extraordinary revenue and expense adjustments would include specific changes in 
normal operating revenues or expenses that would materially impact the companies’ 
results in the test year, or in the future.  Examples of such items could be the loss of or 
gain of a significant customer or customers which would materially affect revenues in the 
future, one-time costs associated with responding to natural disasters, and other 
significant revenue or expenses changes. 
 
 
Adjustment #3 - Significant or Extraordinary Plant Investment Changes 
 
Significant or Extraordinary Plant Investment Changes are known and measurable 
changes in plant investment that are material to a company’s rate base composition.  
This adjustment would be used to reflect the impact for changes that a company has 
planned and for which the company can provide documentation.  Adjustments entered 
under this category may include significant additions to telephone plant or material 
retirements from telephone plant in service.  Examples of this type of adjustment include 
the change out of a central office switch or an extraordinary circumstance such as a 
rebuild of major portions of outside plant related to a natural disaster. 
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Adjustment #4 – Federal Universal Service Funding  (LSS, HCL, and SNA) 
 
Federal Local Switching support (LSS) received during 2009 was based on 2009 
projected data.  No adjustment to this funding calculation will be known until late 2010.  
However, 2008 LSS final true-up amounts were known in 2009.  LSS revenue for cost 
companies not in the NECA TS Pool should be adjusted to reflect known funding based 
on the 2008 true-up amount which will be received in 2010.   LSS revenue for cost 
companies in the NECA TS Pool, and Average Schedule companies, is included in the 
company’s total interstate switched traffic sensitive revenue requirement which is 
covered under Adjustment #2. 
 
Federal High Cost Loop support (HCL) received during 2009 was based on 2007 data 
submitted in 2008 and it and Safety Net Additive (SNA) support may change in future 
years.  HCL revenue should be adjusted to reflect known funding to be received during 
2010 that is based on 2008 data submitted in 2009 and SNA should also be adjusted for 
known changes. 
 
 
Adjustment #5 – Non-Regulated Cost Study Adjustments 
 
Depending on the accounting practices used within the company, expenses, revenues, 
or investments related to certain non-regulated activities (inside wire maintenance, voice 
mail, and long-distance, for example) may be recorded in regulated accounts .and 
reflected in the financial results reflected on the Annual Report filed with the ICC on 
Form 23A and in the results on the A.01 form.  For cost study companies, cost study 
adjustments are frequently made to remove these amounts from regulated accounts.  
Any such adjustments should also be reflected as a standard adjustment in the 
appropriate section of the “Adj. Description” tab in the workbook.  To the extent Average 
Schedule companies have such non-regulated amounts in regulated accounts, they 
should make similar adjustments to remove those amounts using the “Adj. Description” 
tab in the workbook. 
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