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1. As set out in paragraph 48 of its proposal, RCI states that the price cap index should be applied to the rates for Competitor Services and Other Capped Services.

Is it RCI’s proposal that the ILECs should have complete flexibility in applying the PCI to these two baskets.  That is, the ILECs may effect any combination of increases and decreases to the rates for specific services provided that the net effect is to achieve the PCI.

If so, provide RCI’s view as to the extent its proposal would provide the ILECs with the opportunity to strategically apply increases and decreases to the detriment of competitors.

2. In paragraph 59 of its submission, RCI proposes using historical company-wide TPF gains of 5.0% in the calculation of the productivity offset.  In paragraph 60, RCI sets out the actual productivity gains realized by the ILECs during the first price cap regime and in paragraph 61, RCI sets out its reasons as to why productivity gains will likely remain high.  In light of the statement made in paragraph 61, provide RCI’s view as to why it would not be more appropriate to use the productivity gains during the first price cap regime in determining the offset for the second regime, rather that the historical gains.
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