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ORDER
BY THE COMMISSION:


On February 1, 2002, Commonwealth Telephone Company (“CTC” or “Company”) filed Supplement No. 87 to Tariff Telephone-Pa. P.U.C. No. 24, to become effective May 16, 2002, proposing to increase basic local dial tone service rates by $0.21 per month, for an annual revenue increase of $726,430, pursuant to Chapter 30 of the Public Utility Code, 66 Pa. C.S. §3001, et seq., and the Price Stability Plan for Noncompetitive Services (“PSP”) contained in the Company’s Alternative Regulation Plan (“Chapter 30 Plan”) that was approved as modified by Commission Orders entered January 17, 1997, and June 16, 1997, at Docket No. P-00961024.

The Company’s PSP allows for an annual change (increase or decrease) in rates for noncompetitive services based on an annual calculation of the Price Stability Index (“PSI”)
 and the Service Price Index (“SPI”)
.  The yearly PSI calculations reflect the annual change in the Gross Domestic Product Index (“GDP-PI”), as calculated by the United States Department of Commerce, less a Productivity Offset of 2.00%, and adjusted for any exogenous events.  The Company may file for an increase so long as the SPI does not exceed the PSI.  In years where the annual change in the GDP-PI is less than the 2% Productivity Offset, the Company must file tariff changes to reduce revenues to the extent that the PSI exceeds the SPI.


CTC’s proposed increase is supported by its Price Stability Index/Service Price Index filing, which was also submitted on February 1, 2002.  For the year, as measured from the third quarter 2000 to the third quarter 2001, the GDP-PI increased from 107.312 to 109.827, or by 2.34%.  After subtraction of the 2.00% Productivity Offset, the 2002 increase in the PSI is 0.34%, which when added to the 2001 PSI of 99.52% yields a 2002 PSI of 99.86%.


The proposed increase of $726,430 represents a 0.53% increase in annualized intrastate revenues at present rates of $135,185,087.  When added to the 2001 SPI of 99.31%, the 0.53% revenue increase yields a new SPI of 99.84% for the 2002 filing.  Because the proposed SPI must be less than or equal to (but not exceed) the PSI, the 2002 PSI calculation supports the Company’s request, as well as an additional increase in the SPI of 0.02% (2002 PSI of 99.86% minus the proposed SPI of 99.84%) or approximately $27,000 in additional annual intrastate revenue (0.02% x $135,185,087) above that which the Company has requested.


CTC states that the proposed rate increase will keep its SPI consistent with the standards set forth in Part 3 – Price Stability Plan for Noncompetitive Services contained in its approved Chapter 30 Plan.


All residential and business dial-tone lines and PBX customers are affected by the proposed rate change.  Customer notification was made by bill insert and was completed with the mailing of bills on March 1, 2002.  To date, no complaints have been filed against the proposed rate increase.


A review of the Company’s 2002 Price Stability Index/Service Price Index filing indicates that the Company’s calculations are in conformance with its approved Chapter 30 Plan.  Part of the quid pro quo under Chapter 30, in exchange for the Network Modernization Plan, as contained in the Company’s Chapter 30 Plan, is the ability to adjust rates in the manner which the Company now proposes, to ensure that the Company can maintain the financial viability to continue with network modernization

Conclusion

Upon review, the proposed tariff supplement does not appear to be unlawful, unjust, unreasonable, or contrary to the public interest.  However, this does not constitute a determination that the tariff revisions are just, lawful, and reasonable; rather this is a determination that suspension or further investigation does not appear to be warranted at this time; THEREFORE,

IT IS ORDERED:

1.  That Supplement No. 87 to Tariff Telephone-Pa. P.U.C. No. 24, filed by Commonwealth Telephone Company on February 1, 2002, at Docket No. R-00027125, is permitted to become effective May 16, 2002, in compliance with the Company’s approved Alternative Regulation Plan.

2.  That the Secretary’s Bureau mark this case closed.


BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED:  April 24, 2002

ORDER ENTERED:  April 24, 2002

� The PSI is based upon the Company’s rates in effect on April 15, 1996 as a starting point, and except as revised by exogenous events and new services, represents 100 percent as of January 1, 1999.


� The SPI is the cumulative price changes from current and prior years and tracks the actual total price changes for noncompetitive services.
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