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DECEMBER 30, 2004
Docket No. P-00961024
NORMAN J KENNARD COUNSEL
COMMONWEALTH TELEPHONE COMPANY
100 NORTH TENTH STREET
HARRISBURG PA 17101
Re:
Commonwealth Telephone Company

Annual Price Stability Index and Service Price Index report
Dear Mr. Kennard:

On February 2, 2004, Commonwealth Telephone Company (Company) filed its annual Price Stability Index (PSI) and Service Price Index (SPI) report with the Commission along with a Deferred Change Index (DCI).  Additionally, on May 21, 2004 the Company provided an SPI-DCI UPDATE.
Based on the annual change in the Gross Domestic Product-Price Index for the third quarter from 2002 to 2003 and resulting PSI reduction of 1.68%, the Company has calculated a new PSI of .9830. 
Certain changes, in accordance with the Settlement Agreement at Docket No. P-00032020, dated July 21, 2003, appear in this filing to include:

· Allowing increases/decreases resulting from the PSI Calculation to be banked and deferred decreases shall carry interest.
· Prohibit any increase in the SPI until such time as all banked decreases are exhausted,
· Establish a Banking Report to be included with the PSI/SPI filing.
The Company indicated in the initial filing that it has a banked decrease including interest. Therefore, there are no rate changes at this time.
The Company’s PSI/SPI report has been reviewed by Commission staff and further investigation of the report does not appear to be warranted at this time.
If you have any questions in this matter, please contact William Townsend of the Telecommunications Group in the Bureau of Fixed Utility Services at (717) 787-3861.









Sincerely,

James J. McNulty









Secretary

cc:
Kerry Klinefelter, FUS 
Scott Rhodes, Secretary’s Bureau




