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	Frontier Communications Commonwealth Telephone Company Supplement Number 102 to Tariff PA PUC Number 23 and Supplement Number 105 to Tariff PA PUC Number 24
	R-2008-2021447

	
	

	2008 Annual Price Stability Index / Service Price Index Filing and Deferred Index Report of Frontier Communications Commonwealth Telephone Company
	P-00961024F1000

	
	

	Petition of Commonwealth Telephone Company d/b/a Frontier Communications Commonwealth Telephone Company for Protective Order Regarding their Price Stability Index/Service Price Index Filing for 2008
	P-2008-2022840

	
	


ORDER

BY THE COMMISSION:

I.
BACKGROUND

Before us for disposition are the Frontier Communications Commonwealth Telephone Company (Frontier Commonwealth or Company) annual 2008 Annual Price Stability Index/Service Price Index Filing and the associated revenue increases.  Frontier Commonwealth’s filing was made under the provisions of the new Chapter 30 law, Act 183 of 2004, P.L. 1398 (66 Pa. C.S. §§ 3011-3019) (Act 183) and pursuant to                the Company’s Alternative Regulation and Network Modernization Plan (Chapter 30 Plan) that this Commission approved at Docket No. P‑00961024F1000.

As a result of the passage of Act 183, companies with Chapter 30 Plans are entitled to significantly lower inflation offset values within their respective price cap formulas in exchange for a commitment to accelerated broadband deployment.  Inflation offsets previously ranging from 2% to 2.93% were reduced to either 0% or 0.5%, depending on each company’s Chapter 30 Plan.  In Frontier Commonwealth’s case, the inflation offset was reduced from 2% to 0%.  Accordingly, annual Price Stability Plan (Plan) filings have the potential for substantial revenue and rate impacts on end-user consumers.
Under the Company’s Plan, the allowable change (increase or decrease) in rates for noncompetitive services is based on the annual change in the Gross Domestic Product Price Index (GDP-PI).  The Plan also contains special provisions for protected services and addresses revenue neutral adjustments to the rates of noncompetitive services.  The Plan set forth in Frontier Commonwealth’s Chapter 30 Plan is a complete substitution of the rate base/rate of return regulation.  Noncompetitive services are defined as regulated services or business activities that have not been determined or declared to be competitive.

II.
COMPANY FILING



Pursuant to the Company’s Chapter 30 Plan, Advance Notice was issued on January 17, 2008, informing the Commission of the forthcoming rate change.  On February 1, 2008, Frontier Commonwealth filed its annual PSI/SPI Report using the change in 2006 and 2007 third quarter GDP-PI (Gross Domestic Product – Price Index), which equates to a 2.4% increase in the PSI.  When applied to the Previous PSI of 1.0646, this produces a new PSI of 1.0902.  Applying this change to current non-competitive revenues of $141,598,965 produces a maximum allowed non-competitive revenue increase of $4,155,263, inclusive of previously banked amounts.  Of this, the Company is implementing a total of $1,940,263.20 in actual increases.  The Service Price Index (SPI) indicates the cumulative price changes from current and prior years and tracks the actual total price changes for noncompetitive services.  Applied to its current SPI of 1.0591, the Company’s rate increase produces a new SPI of 1.0736.  No complaints were filed against this rate increase and no hearings were held.  We also note that pursuant to 52 Pa. Code   §5.423, the Company concurrently filed a Petition for a Protective Order requesting that specific information in its filing be treated as Proprietary.


Part 3.A.7-9 of Frontier Commonwealth’s Approved Amended Chapter 30 Plan states the following: “On February 1st of each year, . . . the Company shall file with the Commission a PSI and SPI Report . . . Each such annual filing may be accompanied by tariffs to implement any required or authorized SPI.  The proposed tariff rates will become effective within 60 days of filing. . . . A Commission Order must be entered within sixty (60) days of the filing, otherwise the tariff(s) shall become effective as filed.”



As noted in more detail in Table 1 below, in its 2008 filing, the Company proposes to adjust Basic Local Service Rates by increasing existing local Residential dial tone rates (including bundled packages) by $0.50 monthly and increasing business dial tone/PBX rates (including bundled packages) by $0.25 per line monthly.  Access lines used by COCOTs (Customer Owned Coin Operated Telephones) will also be increased by $0.25 monthly.  While the majority of Frontier Commonwealth’s revenue increases will be allocated to these local dial tone service rate increases, the Company also proposes to increase several non-dial tone services including residential Caller ID by $1.24 monthly; business Caller ID by $.99 monthly; Call Screening by up to $1.04 monthly; and Call waiting by $.49 monthly.  Additionally, Frontier Commonwealth is earmarking $150,000 in rate increases related to pole rental revenue.  The Company will negotiate these rental increases during the 2008 PSI period and will not exceed $150,000.  In accordance with the terms of its merger agreement (discussed below), the Company agrees not to bank any residual amounts in the event that these fees amount to less than $150,000.  The Company’s proposed rate increases, summarized below in Table 1, will be implemented through the following tariff supplements that will become effective April 1, 2008:
· Supplement No. 102 to Tariff PA PUC No. 23, and 

· Supplement No. 105 to Tariff PA PUC No. 24 
	TABLE 1

	Summary of Rate Changes for Frontier Commonwealth

	Service Description
	Rates
	Net

	 
	 
	 
	Existing
	Proposed
	Increase

	Caller ID Service Residence
	 $ 7.75 
	 $8.99 
	 $1.24 

	Caller ID Service Business
	 $ 8.00 
	 $8.99 
	 $0.99 

	Call Waiting
	 $ 4.50 
	 $4.99 
	 $0.49 

	EZ Answer Bundle
	             $50.89 
	 $51.39 
	 $0.50 

	EZ Minutes Bundle
	 $70.89 
	 $71.39 
	 $0.50 

	EZ Connect Bundle
	 $80.89 
	 $81.39 
	 $0.50 

	EZ Stream Bundle
	 $100.89 
	 $101.39 
	 $0.50 

	Residential Single Line Bundle
	 $28.89 
	 $29.39 
	 $0.50 

	Residential Two Line Bundle
	 $35.89 
	 $36.39 
	 $0.50 

	 
	
	 
	 

	Two Line Business Bundle, Rate Group 1
	 $65.99 
	 $66.49 
	 $0.50 

	Rate Group 2-3 
	 $70.99 
	 $71.49 
	 $0.50 

	Rate Group 4-6 
	 $80.99 
	 $81.49 
	 $0.50 

	 
	
	 
	 

	Three Line Business Bundle, Rate Group 1 
	 $86.49 
	 $87.24 
	 $0.75 

	Rate Group 2-3 
	 $91.49 
	 $92.24 
	 $0.75 

	Rate Group 4-6 
	 $101.49 
	 $102.24 
	 $0.75 

	 
	
	 
	 

	Four Line Business Bundle, Rate Group 1 
	 $ 96.99 
	 $97.99 
	 $1.00 

	Rate Group 2-3 
	 $101.99 
	 $102.99 
	 $1.00 

	Rate Group 4-6 
	 $116.99 
	 $117.99 
	 $1.00 

	 
	
	 
	 

	Six Line Business Bundle, Rate Group 1 
	 $122.99 
	 $124.49 
	 $1.50 

	Rate Group 2-3 
	 $132.99 
	 $134.49 
	 $1.50 

	Rate Group 4-6
	 $152.99 
	 $154.49 
	 $1.50 

	 
	
	 
	 

	Dallas Measured Service, R-1
	 $10.19 
	 $10.69 
	 $0.50 

	B-1
	 $13.21 
	 $13.46 
	 $0.25 

	Business PBX
	 $18.56 
	 $18.81 
	 $0.25 

	 
	
	 
	 

	Lewisberry Measured Service, R-1
	 $10.19 
	 $10.69 
	 $0.50 

	B-1
	 $13.21 
	 $13.46 
	 $0.25 

	Business PBX
	 $18.56 
	 $18.81 
	 $0.25 

	 
	
	 
	 

	Dallas Metered Service, R-1
	 $10.19 
	 $10.69 
	 $0.50 

	B-1
	 $13.21 
	 $13.46 
	 $0.25 

	Business PBX
	 $18.56 
	 $18.81 
	 $0.25 

	 
	
	 
	 

	Lewisberry Metered Service, R-1
	 $10.19 
	 $10.69 
	 $0.50 

	B-1
	 $13.21 
	 $13.46 
	 $0.25 

	Business PBX
	 $18.56 
	 $18.81 
	 $0.25 

	 
	
	 
	 

	COCOT Rate Group 1
	 $16.28 
	 $16.53 
	 $0.25 

	Rate Group 2
	 $16.78 
	 $17.03 
	 $0.25 

	Rate Group 3
	 $18.28 
	 $18.53 
	 $0.25 

	Rate Group 4
	 $20.53 
	 $20.78 
	 $0.25 

	Rate Group 5
	 $21.53 
	 $21.78 
	 $0.25 

	Rate Group 6
	 $23.78 
	 $24.03 
	 $0.25 

	Metered
	 $13.21 
	 $13.46 
	 $0.25 

	
	
	
	

	Business PBX Trunk, Rate Group 1
	 $22.02 
	 $22.27 
	 $0.25 

	Rate Group 2 
	 $23.02 
	 $23.27 
	 $0.25 

	Rate Group 3 
	 $26.02 
	 $26.27 
	 $0.25 

	Rate Group 4
	 $30.02 
	 $30.27 
	 $0.25 

	Rate Group 5
	 $33.02 
	 $33.27 
	 $0.25 

	Rate Group 6 
	 $38.02 
	 $38.27 
	 $0.25 

	 
	
	 
	 

	Business Primary, Rate Group 1
	 $16.28 
	 $16.53 
	 $0.25 

	Rate Group 2
	 $16.78 
	 $17.03 
	 $0.25 

	Rate Group 3
	 $18.28 
	 $18.53 
	 $0.25 

	Rate Group 4 
	 $20.53 
	 $20.78 
	 $0.25 

	Rate Group 5
	 $21.53 
	 $21.78 
	 $0.25 

	Rate Group 6
	 $23.78 
	 $24.03 
	 $0.25 

	 
	
	 
	 

	Residential Primary, Rate Group 1 
	 $13.93 
	 $14.43 
	 $0.50 

	 Rate Group 2 
	 $14.18 
	 $14.68 
	 $0.50 

	Rate Group 3 
	 $14.43 
	 $14.93 
	 $0.50 

	Rate Group 4
	 $14.68 
	 $15.18 
	 $0.50 

	Rate Group 5
	 $15.18 
	 $15.68 
	 $0.50 

	Rate Group 6
	 $15.68 
	 $16.18 
	 $0.50 




It is estimated that approximately 178,000 customers will be affected by these rate increases.  

III.
DISCUSSION

1.
Plan Calculations and Rate Increases

The annual Frontier Commonwealth submissions under Chapter 30 laws must conform to its Commission-approved Amended Chapter 30 Plan.  Our review of the calculations submitted by Frontier Commonwealth indicates that they are accurate and consistent with the terms of the Company’s Price Stability Plan formula approved in its Chapter 30 Plan at Docket No. P-00961024F1000.  

2.
Merger Agreement with Commonwealth Telephone Enterprises

On September 29, 2006, Commonwealth Telephone Company, CTSI, LLC, and CTE Telecom, LLC d/b/a Commonwealth Long Distance (Commonwealth, CTCo, or Joint Applicants) filed an Application for approvals necessary under the Public Utility Code for the Joint Applicants’ parent company, Commonwealth Telephone Enterprises, Inc., to be acquired by the Frontier Companies’ parent company, Citizens Communications Company (Application). 

On January 19, 2007, parties to the Application filed a Joint Petition for Approval of Unanimous Settlement Agreement, with Statements in Support filed by CTCo, Citizens Communications Company, the Office of Consumer Advocate, the Office of Small Business Advocate, the Communications Workers of America, and the Office of Trial Staff.  The Settlement Agreement was subsequently approved by the Commission.

Paragraph 13 of the Settlement Agreement restricted the price cap formulas of Citizens Communications Company’s five Pennsylvania Citizens Communications Companies, the Frontier ILECs (Frontier Communications Companies of: Breezewood, Canton, Lakewood, Oswayo River, and Pennsylvania) (collectively, CCC) and of CTCo for 2007, 2008 (the current filing), and 2009 as follows:

i.
2007 – Increase in monthly charge for residential primary limited to $0.90 and for B-1 to $0.50.

ii.
2008 – Increase in monthly charge for residential primary limited to $0.50 and for B-1 to $0.25.

iii. 2009 – No increases in residential primary or B-1 rates.

Paragraph 13 of the Settlement Agreement also notes that in no event, however, will R-1 rates for CTCo or any CCC company exceed $18.00 during these periods.  CCC and CTCo may request increases in non-access line rates.  CCC and CTCo shall not be permitted to bank any rate increases which they forego in years 2007, 2008, and 2009.  Notwithstanding any of the foregoing, CTCo and CCC may increase residential and business basic, unbundled local dial tone rates beyond these limitations as a result of generic federal and state required changes to access charges and/or universal service funding or an exogenous event as defined in CTCo’s and CCC’s Chapter 30 Plan.  Our review confirms that Frontier Commonwealth’s 2008 PSI/SPI filing complies with the Settlement Agreement terms. 
3.
Banked Revenues



In its 2008 filing, the Company had a total of $2,214,999.80 that was not implemented into rate increases.  As a result of the Settlement Agreement, the Company will forgo this amount, rather than bank it for future use.  The Company has a cumulative banked amount of $486,562 from previous PSI filings to be carried forward for future use.

IV.
CONCLUSION



Our review of Frontier Commonwealth’s 2008 PSI/SPI filing indicates that the proposed rate increases appear to be in conformance with its Chapter 30 plan.  Additionally, the revenue increases and banking are consistent with the Settlement Agreement approved by the Commission at the Public Meeting of March 1, 2007; THEREFORE,

IT IS ORDERED:
1.
That Frontier Communications Commonwealth Telephone Company’s 2008 PSI/SPI/DCI and proposed Tariff changes filed on February 1, 2008, are in compliance with its Commission-approved Amended Chapter 30 Plan and the terms of the Merger Settlement Agreement with Commonwealth Telephone Enterprises.
2.
That the tariffed rate increases proposed by Frontier Communications Commonwealth Telephone Company in Supplement No. 102 to Tariff-Telephone Pa. P.U.C. No. 23 and Supplement No.105 to Tariff-Telephone Pa. P.U.C   No. 24 be permitted to go into effect as filed.
3.
That this matter be marked closed.






BY THE COMMISSION,






James J. McNulty







Secretary

(SEAL)

ORDER ADOPTED:  March 27, 2008
ORDER ENTERED:  March 27, 2008
� Petition for Amended Alternative Regulation and Network Modernization Plan of Commonwealth Telephone Company, Docket No. P-00961024F1000 (Order entered March 3, 2005).


� Petition for Amended Alternative Regulation and Network Modernization Plan of Commonwealth Telephone Company, Docket No. P-00961024F1000 (Order entered March 3, 2005).


� See Joint Application of Commonwealth Telephone Company, CTSI, LLC, and CTE Telecom, LLC d/b/a Commonwealth Long Distance Company for all approvals under the Public Utility Code for the acquisition by Citizens Communications Company of all of the stock of the Joint Applicants’ Corporate Parent, Commonwealth Telephone Enterprises, Inc., Docket Nos. A-310800F0010, A-311095F0005, A-311225F0002 (Order entered


 March 1, 2007).  





� We note that in accordance with the Company’s Chapter 30 Plan, deferred increases shall carry no interest.
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