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ORDER

BY THE COMMISSION:

I.
BACKGROUND

Before us for disposition is Commonwealth Telephone                   Company’s (Company) 2007 Annual Price Stability Index (PSI) and Service Price      Index (SPI) and associated rate increases.  The Company’s annual PSI/SPI 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 or Plan) that this Commission approved at Docket No. P‑00961024F1000.

The Company possesses the statutory right under 66 Pa.                            Code §3015(a)(1)(iii) and its approved Chapter 30 Plan to seek and obtain an automatic revenue and rate increase as contemplated by the new Chapter 30 law.  Under the Company’s Price Stability Plan (PSP), the PSI calculates the allowable change in non-competitive rates based, in part, on the Gross Domestic Product Price Index (GDP-PI).  The SPI tracks the prior actual rate changes for noncompetitive services related to the PSI.  The PSP also addresses revenue neutral rate rebalancing/restructuring.  The PSP set forth in the Company’s Chapter 30 Plan is a complete substitution of the rate base/rate of return regulation.  Further, the Company’s Chapter 30 Plan acknowledges that nothing in its Plan shall be construed to limit the requirement under 66 Pa. C.S. §1301 that rates shall be just and reasonable.

II.
COMPANY FILING

Pursuant to the Plan, Advance Notice was issued on January 17, 2007, informing the Commission of the forthcoming rate change.  On February 1, 2007, the Company filed its annual PSI/SPI Report using the change in 2005 and 2006 third quarter GDP-PI which produced a 2.92% change in the GDP-PI.  Applying the new PSI to current revenues of $142,260,293 results in an allowable revenue increase of                $4.9 million.  
The Company proposes to increase rates by $4.1 million allocated equally across affected demand unit categories through the following tariff supplements to become effective April 1, 2007: 

· Supplement No. 94 to Tariff PA PUC No. 23, 

· Supplement No. 102 to Tariff PA PUC No. 24, and 

· Supplement No. 4 to Tariff No. 25.  

As noted in more detail below, the proposed supplements increase the monthly rates for Residential Primary Line (including bundled packages) by $0.90; Business Lines (including bundled packages), Customer Owned Coin Operated Telephone (COCOT), and PBX trunks by $0.50 per line; Nonpublished Number by $0.75; Caller ID, and Call Waiting by $1.00; Foreign Exchange (FX) Mileage Charges 1/10 mile increment by $0.15; and Trunk Hunting by $0.50 per line.  Rate increases for certain per use services are: Directory Assistance by $0.74 per billable use, IntraLATA Toll by $0.017 per minute, and Advanced Custom Calling (Return and Repeat Call) by $0.24 per use.  
	Service Description
	Rates
	Net

	 
	Existing
	Proposed
	Change

	Residence Primary, Band 1
	$   13.03
	$   13.93
	 $  0.90 

	2
	$   13.28
	$   14.18
	 $  0.90 

	3
	$   13.53
	$   14.43
	 $  0.90 

	4
	$   13.78
	$   14.68
	 $  0.90 

	5
	$   14.28
	$   15.18
	 $  0.90 

	6
	$   14.78
	$   15.68
	 $  0.90 

	
	
	
	

	Res Primary Measured/Metered, Band 5
	$    9.29
	$   10.19
	 $  0.90 

	6
	$    9.29
	$   10.19
	 $  0.90 

	
	
	
	

	Business, Band 1
	$   15.78
	$   16.28
	 $  0.50 

	2
	$   16.28
	$   16.78
	 $  0.50 

	3
	$   17.78
	$   18.28
	 $  0.50 

	4
	$   20.03
	$   20.53
	 $  0.50 

	5
	$   21.03
	$   21.53
	 $  0.50 

	6
	$   23.28
	$   23.78
	 $  0.50 

	
	
	
	

	Business Measured/Metered, Band 5
	$   12.71
	$   13.21
	 $  0.50 

	6
	$   12.71
	$   13.21
	 $  0.50 

	
	
	
	

	COCOT, Band 1
	$   15.78
	$   16.28
	 $  0.50 

	2
	$   16.28
	$   16.78
	 $  0.50 

	3
	$   17.78
	$   18.28
	 $  0.50 

	4
	$   20.03
	$   20.53
	 $  0.50 

	5
	$   21.03
	$   21.53
	 $  0.50 

	6
	$   23.28
	$   23.78
	 $  0.50 

	
	
	
	

	PBX, Band 1
	$   21.52
	$   22.02
	 $  0.50 

	2
	$   22.52
	$   23.02
	 $  0.50 

	3
	$   25.52
	$   26.02
	 $  0.50 

	4
	$   29.52
	$   30.02
	 $  0.50 

	5
	$   32.52
	$   33.02
	 $  0.50 

	6
	$   37.52
	$   38.02
	 $  0.50 

	
	
	
	

	Residence Single Line Bundle
	$   27.99
	$   28.89
	 $  0.90 

	Residence Two Line Bundle
	$   34.99
	$   35.89
	 $  0.90 

	Residence EZ Answer Bundle
	$   49.99
	$   50.89
	 $  0.90 

	Residence EZ Minutes Bundle
	$   69.99
	$   70.89
	 $  0.90 

	Residence EZ Connect Bundle
	$   79.99
	$   80.89
	 $  0.90 

	Residence EZ Stream Bundle
	$   99.99
	$ 100.89
	 $  0.90 

	
	
	
	

	Business 2 Line Bundle, Band 1
	$   64.99
	$   65.99
	 $  1.00 

	2
	$   69.99
	$   70.99
	 $  1.00 

	3
	$   69.99
	$   70.99
	 $  1.00 

	4
	$   79.99
	$   80.99
	 $  1.00 

	5
	$   79.99
	$   80.99
	 $  1.00 

	6
	$   79.99
	$   80.99
	 $  1.00 

	
	
	
	

	Business 3 Line Bundle, Band 1
	$   84.99
	$   86.49
	 $  1.50 

	2
	$   89.99
	$   91.49
	 $  1.50 

	3
	$   89.99
	$   91.49
	 $  1.50 

	4
	$   99.99
	$ 101.49
	 $  1.50 

	5
	$   99.99
	$ 101.49
	 $  1.50 

	6
	$   99.99
	$ 101.49
	 $  1.50 

	
	
	
	

	Business 4 Line Bundle, Band 1
	$   94.99
	$   96.99
	 $  2.00 

	2
	$   99.99
	$ 101.99
	 $  2.00 

	3
	$   99.99
	$ 101.99
	 $  2.00 

	4
	$ 114.99
	$ 116.99
	 $  2.00 

	5
	$ 114.99
	$ 116.99
	 $  2.00 

	6
	$ 114.99
	$ 116.99
	 $  2.00 

	
	
	
	

	Business 6 Line Bundle, Band 1
	$ 119.00
	$ 122.00
	 $  3.00 

	2
	$ 129.99
	$ 132.99
	 $  3.00 

	3
	$ 129.99
	$ 132.99
	 $  3.00 

	4
	$ 149.99
	$ 152.99
	 $  3.00 

	5
	$ 149.99
	$ 152.99
	 $  3.00 

	6
	$ 149.99
	$ 152.99
	 $  3.00 

	
	
	
	

	Business Bundle Other, Band 11
	$   15.78
	$   16.28
	 $  0.50 

	2
	$   16.28
	$   16.78
	 $  0.50 

	3
	$   17.78
	$   18.28
	 $  0.50 

	4
	$   20.03
	$   20.53
	 $  0.50 

	5
	$   21.03
	$   21.53
	 $  0.50 

	6
	$   23.28
	$   23.78
	 $  0.50 

	
	
	
	

	IntraLATA Toll
	$   0.093
	$0.11
	$0.017

	FX Mileage Charge- 1/10 mi
	$    0.50
	$0.65
	$0.15

	Nonpublished Number
	$    1.50
	$2.25
	$0.75

	Directory Assistance
	$    0.75
	$1.49
	$0.74

	Per Usage Return/Repeat Call
	$    0.75
	$0.99
	$0.24

	Caller ID- Residence
	$    6.75
	$7.75
	$1.00

	Caller ID- Business
	$    7.00
	$8.00
	$1.00

	Call Waiting 
	$    3.50
	$4.50
	$1.00

	Trunk Hunting
	$    1.70
	$2.20
	$0.50


III.
DISCUSSION
The annual Company Plan submissions under Chapter 30 laws must conform to its Commission-approved Amended Chapter 30 Plan.  Our review of the calculations submitted by the Company 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.  


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 Citizens Communications Company (Application).  The Application was published in the Pennsylvania Bulletin October 14, 2006, 36 Pa. B. 6355, with a protest due date of October 30, 2006.



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 Office.  The Settlement Agreement was subsequently approved by the Commission.
  
The Company’s proposed 2007 rate increases and banking are in accord with the terms of the Settlement Agreement.  The current Bank calculated by the Company reflects a banked revenue of “0” for 2007 and a balance carried forward of $486,562. 



The following are taken directly from Paragraph 13 of the Settlement Agreement, and includes only those portions of the Agreement related to the rate increases proposed in the instant case.  


a.
Rate Caps/Freezes – The exercise by CTCo and Citizens Communications Company’s five Pennsylvania-located Frontier ILECs [Frontier Communications Companies of: Breezewood, Canton, Lakewood, Oswayo River, and Pennsylvania] (CCC) of their price cap formula is restricted during the next three years (2007 (the current year), and the 2008 and 2009 filings following) as follows:

i.
2007 – Increase in monthly charge for residential primary limited to $.90 and for B-1 to $.50.

ii.
2008 – Increase in monthly charge for residential primary limited to $.50 and for B-1 to $.25.

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

In no event, however, will R-1 rates for CTCo or any CCC company exceed $18.00 during these periods.  CTCo and CCC may request increases in non-access line rates.  CTCo and CCC 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.

* * *



g.
Debt and Transaction Costs.  The Joint Applicants will not seek to recover in rates any costs of the Transaction, including any associated increase in debt costs.  In addition, the Joint Applicants agree not to seek recovery of any costs resulting from implementing the stipulations set forth above [regarding certain service-related commitments and activities]. . .   
III. 
CONCLUSION
The proposed rate increases appear to be reasonable and in conformance with the Company’s Chapter 30 Plan.  Additionally, the revenue increases are consistent with the settlement agreement approved by the Commission at the Public Meeting of March 1, 2007.
THEREFORE,
IT IS ORDERED:
1.
That Commonwealth Telephone Company’s 2007 Plan filed on February 1, 2007, is in compliance with its Commission-approved Amended Chapter 30 Plan.
2.
That the tariffed rate increases proposed by Commonwealth Telephone Company be permitted to go into effect as filed.
3.
That a copy of this Order be served on the Office of Consumer Advocate, Office of Small Business Advocate, the Office of Trial Staff, and the Office of Administrative Law Judge.







BY THE COMMISSION,






James J. McNulty







Secretary

(SEAL)

ORDER ADOPTED:  March 22, 2007
ORDER ENTERED:  March 30, 2007
� Petition for Amended Alternative Regulation and Network Modernization Plan of Commonwealth Telephone Company, Docket No. P-00961024F1000 (Order entered March 3, 2005).


� See Order approving Recommended Decision of Administrative Law Judge Susan D. Colwell dated January 30, 2007 for 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.  





�  The companies will file rate changes consistent with this provision on February 1, 2007 (the timing required under their Chapter 30 plans) and bank any unused amount.  Upon approval of this Settlement and closing of the Transaction, the companies will revise their banks in accordance with the provisions of this Settlement.
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