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	TITLE 83: PUBLIC UTILITIES 
CHAPTER I: ILLINOIS COMMERCE COMMISSION
SUBCHAPTER f: TELEPHONE UTILITIES
PART 711 COST ALLOCATION FOR LARGE LOCAL EXCHANGE CARRIERS 

The General Assembly's Illinois Administrative Code database includes only those rulemakings that have been permanently adopted. This menu will point out the Sections on which an emergency rule (valid for a maximum of 150 days, usually until replaced by a permanent rulemaking) exists. The emergency rulemaking is linked through the notation that follows the Section heading in the menu.

SUBPART A: APPLICATION
· Section 711.5 Application 
SUBPART B: PRELIMINARY MATERIALS
· Section 711.10 Description of Nonregulated Activities 
· Section 711.15 Incidental Activities 
SUBPART C: CORPORATE ORGANIZATION AND AFFILIATE TRANSACTIONS
· Section 711.20 Corporate Organization 
· Section 711.25 Affiliate Transactions 
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· Section 711.100 Overview 
· Section 711.105 Cost Apportionment 
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· Section 711.6724 Account 6724 Information Management Expense (Repealed) 
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· Section 711.6728 Account 6728 Other General and Administrative Expense (Repealed) 
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· Section 711.7620 Account 7620 Extraordinary Income Charges (Repealed) 
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· Section 711.8005 Waivers 
AUTHORITY: Implementing Sections 5-102, 5-103, and 7-206 and authorized by Section 10-101 of the Public Utilities Act [220 ILCS 5/5-102, 5-103, 7-206, and 10-101]. 
SOURCE: Emergency rules adopted at 12 Ill. Reg. 1136, effective January 1, 1988, for a maximum of 150 days; adopted at 12 Ill. Reg. 9495, effective May 25, 1988; amended at 27 Ill. Reg. 12388, effective August 1, 2003; amended at 33 Ill. Reg. 7886, effective June 1, 2009. 




Section 711.5  Application 
 
a)         This Part requires carriers subject to Section 711.5(b) to document in a cost allocation manual the procedures that will be followed in order to apportion intrastate costs between regulated and nonregulated activities.  This Part applies only to those activities categorized as nonregulated in Illinois; it does not apply to those tariffed activities that have been classified as "competitive" by the Illinois Commerce Commission (Commission) (see Section 13-209 of the Public Utilities Act (Act) [220 ILCS 5/13-209]). 
 
[bookmark: _GoBack]b)         The provisions of this Part are applicable to local exchange carriers ("carriers") with operations in the State of Illinois that exceed 35,000 subscriber access lines in service except that this Part shall apply to the services of an Electing Provider subject to 13-506.2(a)(1) of the Public Utilities Act [220 ILCS 5/13-506.2(a)(1)] and to competitive telecommunications rates and services only to the extent that the Commission requires such application and provided that the telecommunications provider may use generally accepted accounting practices or the accounting systems it uses for financial reporting purposes.
 
c)         Carriers shall update their cost allocation manuals at least annually, except that changes to the cost apportionment table in Section 711.105 and to the description of time reporting procedures in Section 711.107 shall be filed at the time of implementation.  Cost allocation manuals shall be filed with the Chief Clerk of the Commission, with a copy to the Manager of Accounting, on or before the last working day of each calendar year.  Each filing shall identify any specific variance from the prior filing.
 
(Source:  Amended at 27 Ill. Reg. 12388, effective August 1, 2003)
Section 711.10  Description of Nonregulated Activities 
 
Each carrier is required to have on file with the Chief Clerk of the Commission a description of each nonregulated activity offered by the carrier.  This description is to be included in the carrier's cost allocation manual. Nonregulated activities include those that: 
 
a)         Have never been subject to tariff regulation, except incidental activities, by either the Commission or the Federal Communications Commission (FCC); or 
 
b)         Have been preemptively detariffed in both jurisdictions by the FCC (e.g., customer premises equipment, enhanced services, and installation and maintenance of inside wiring). 
 
(Source:  Amended at 27 Ill. Reg. 12388, effective August 1, 2003)
Section 711.15  Incidental Activities 
 
a)         This Part requires that cost allocation procedures reflect the existence of activities in each carrier that are accorded incidental accounting treatment and allowed to remain on the regulated books of the business.  Each carrier is required to have on file with the Chief Clerk of the Commission a description of each activity that is accorded this treatment.  This description is to be included in the carrier's cost allocation manual.  "Incidental activities" include, but are not limited to, items such as land and building space rental, cable locating, and pole contact rental.  (See 83 Ill. Adm. Code 710.14 and 710.23) 
 
b)         Incidental activities are activities that meet the following four conditions. 
 
1)         The activity is not a line of business; 
 
2)         The activity is an outgrowth of regulated operations; 
 
3)         There is little additional financial or business risk to the regulated operation in providing the activity, as determined by the effect on the capital investments and capital requirements; and 
 
4)         The activity utilizes an insubstantial commitment of investment or resources of the carrier, as determined by the capital investments and the service obligations of the carrier. 
 
(Source:  Amended at 27 Ill. Reg. 12388, effective August 1, 2003)
Section 711.20  Corporate Organization 
 
All carriers offering exchange and exchange access telecommunications services in Illinois are required to file with the Chief Clerk of the Commission a description of the carrier's corporate affiliates.  This description is to be included in the carrier's cost allocation manual.  Affiliates of the local exchange carriers in this context include any corporate entities, partnerships, or other forms of business organization in which there is some portion of ownership control.  Filings with the Commission shall include a brief description of each entity, the conditions of ownership, and a chart of all entities. 
 
(Source:  Amended at 27 Ill. Reg. 12388, effective August 1, 2003)
Section 711.25  Affiliate Transactions 
 
a)         The cost allocation procedures included in this Part specify the methodology to apportion costs between regulated and nonregulated activities.  Each local exchange carrier shall file with the Chief Clerk of the Commission a description of the type of affiliate transactions that are either provided to regulated operations by nonregulated entities or to nonregulated entities by regulated operations (see Section 7-101 of the Act [220 ILCS 5/7-101]).  This description is to be included in the carrier's cost allocation manual. 
 
b)         The filing shall include the following details for each affiliate transaction: 
 
1)         Type of transaction; 
 
2)         Billing provisions for each service or product provided categorized in one of three methods: 
 
A)        Market Rate:  Using a price given in current market conditions where this price is determined in an arms length transaction; 
 
B)        Cost:  Using the cost apportionment principles and standards included in this Part; or 
 
C)        Tariff:  Using an established rate or charge that has been filed with the Commission; 
 
3)         Frequency of transactions. 
 
c)         Transactions between carriers and their affiliates are to be recorded on the carrier's books at market price, if market price can be determined from a price list or tariff.  In the absence of a list or tariff price, assets transferred from the carrier to the nonregulated entity are to be recorded at the higher of the net book cost or fair market value, while assets transferred from the nonregulated entity to the company are to be recorded at the lower of net book cost or fair market value.  Services for which there exists no list or tariff price are to be valued using fully distributed cost.  See 83 Ill. Adm. Code 710.27. 
 
(Source:  Amended at 27 Ill. Reg. 12388, effective August 1, 2003)
Section 711.8000  Audit Requirement
 
a)         Carriers shall conduct biennial internal audits, or have internal audits conducted by independent public accountants, of the accounting for the business other than public utility business.  These audits shall test compliance with this Part, with any applicable Commission orders, and with 83 Ill. Adm. Code 710.  The audits shall include written reports of conclusions and associated workpapers that shall be available to the Commission Staff for review.  The audit reports shall be submitted to the Commission’s Manager of Accounting within 30 days after completion.
 
b)         The initial audit shall be performed in the calendar year following the calendar year in which the carrier is first required to file a cost allocation manual.  The initial audit shall be submitted to the Accounting Manager of the Commission on or before December 1 of that year.  Succeeding audit reports shall be submitted to the Manager of Accounting of the Commission on or before December 1 of each succeeding even numbered year.
 
(Source:  Added at 27 Ill. Reg. 12388, effective August 1, 2003)
Section  711.8005  Waivers
 
a)         If the FCC requires a carrier to submit a cost allocation manual in compliance with 47 CFR 64.903 or compliance plan, then the carrier shall file such manual or compliance plan with the Chief Clerk of the Commission with a copy to the Manager of Accounting.  Such filing will result in compliance with Part 711, Subparts A through D.
 
b)         If the FCC requires a carrier to have an attest engagement or financial audit conducted in compliance with 47 CFR 64.904 or annual certification in compliance with 47 USC Section 254(k), Subsidy of Competitive Services Prohibited, then the carrier shall file the report or annual certification from such engagement or audit with the Manager of Accounting within 30 days after completion provided such report or annual certification is required by the Commission.  The associated workpapers shall be available to the Commission Staff for review.  This audit report or annual certification submission shall result in compliance with Section 711.8000.
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