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199—38.5(476) Cost standards.

38.5(1) Existing standards. In addition to the standards in this rule, the cost support requirements of
rules 199—22.12(476) and 22.13(476) shall apply to all of a local exchange carrier’s rate proceedings
prior to the implementation of price regulation.

38.5(2) Incremental cost standard. In general, each local exchange carrier shall price each of its
services above the total service long-run incremental cost of providing each service. However, this
incremental cost standard shall not be construed to require any increase in the rate for any service prior
to the implementation of price regulation, nor to require any price increase that is greater than allowed
under a price regulation plan or under Iowa Code section 476.97(11).

38.5(3) Imputation test. In general, prices for each retail service offered by a local exchange carrier
should equal or exceed the sum of an allocation of the tariffed prices for all unbundled essential facilities
used to provide the service and the incremental costs of all other facilities or services that are components
of the retail service. However, this imputation test shall not be construed to require any increase in the
rate for any service prior to the implementation of price regulation, nor to require any price increase that
is greater than allowed under a price regulation plan or under lowa Code section 476.97(11).

38.5(4) Reporting requirements. A local exchange carrier shall provide current information to the
board showing that the conditions of the incremental cost standard described in subrule 38.5(2) and the
imputation test described in subrule 38.5(3) continue to be met whenever it proposes to lower the price
of a retail service, it proposes the initial price of an unbundled essential facility, it proposes to raise the
price of an unbundled essential facility, or it offers a new service.

38.5(5) Competitive local exchange service providers. Cost support will generally not be required
for the tariff filings from competitive local exchange service providers, with the exception of 38.2(1) “b.”



