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ORDER

BY THE COMMISSION:
I.
BACKGROUND



Before us for disposition is the combined 2009 Price Stability Index (PSI) and Service Price Index (SPI) Report for Frontier Communications of Breezewood, LLC; Canton, LLC; Lakewood, LLC; Oswayo River, LLC; and Pennsylvania, LLC (collectively Frontier, or the Companies).  The Companies’ combined annual PSI/SPI Report was made under the provisions of Act 183 of 2004, P.L. 1398 (66 Pa. C.S. §§ 3011-3019) (Chapter 30) and pursuant to the Companies’ Amended Joint Streamlined Regulation and Network Modernization Plan (Chapter 30 Plan) that this Commission approved at Docket No. P‑00951005F1000.



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

II.
COMPANIES’ FILING
On February 1, 2009, the Companies’ filed their annual combined PSI/SPI Report using the change in 2007 and 2008 3rd quarter GDP-PI that produced a 2.63% increase in the GDP-PI, which equates to a 2.63% increase in the PSI.  When applied to the previous PSI of 110.275, this produces a new PSI of 113.170.  Applying this change to the Companies’ current annual aggregate non-competitive revenues of $12,996,449.69 yields a maximum allowed revenue increase of $341,202.30.  The Companies did not elect to implement any rate increases with the instant filing.  The table below shows the breakdown of the aggregate revenue and maximum allowed increase amounts by company.  It should be noted that each individual Company’s annual non‑competitive revenues and maximum allowed revenue increase amount may not be shared among the Companies.  
	Current Non-Competitive Revenues and Allowable Increases for all Frontier Companies

	Company
	Current Annual Revenue
	%∆GDP-PI
	Maximum Allowed Revenue Increase

	Breezewood
	$1,301,190.23
	2.63%
	$34,160.80

	Pennsylvania
	$9,184,322.59
	2.63%
	$241,120.62

	Canton
	$1,181,890.03
	2.63%
	$31,028.75

	Lakewood
	$574,516.55
	2.63%
	$15,083.07

	Oswayo River
	$754,530.29
	2.63%
	$19,809.06

	Total
	$12,996,449.69
	
	$341,202.30




The Company has marked specific information in its filing as proprietary.




On February 1, 2009, Frontier served a copy of their combined PSI/SPI Report on the Office of Small Business Advocate, the Office of Consumer Advocate, the Office of Trial Staff, and AT&T.  No complaints were filed and no hearings were held.  
III.
DISCUSSION


1.
Plan Calculations




The Companies’ annual PSI/SPI Report must conform to Chapter 30 and the Companies’ Commission-approved Chapter 30 Plan.  Our review of the calculations submitted by Frontier indicates that they are accurate and consistent with Chapter 30 and the terms of the Companies’ approved Chapter 30 Plan at Docket No. P‑00951005F1000.    
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 (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.  


On January 19, 2007, parties to the Application filed a Joint Petition for Approval of Unanimous Settlement Agreement (Settlement Agreement).  Statements in support of the Settlement Agreement were filed by Commonwealth Telephone Company, Citizens Communications Company, the Office of Consumer Advocate, the Office of Small Business Advocate, the Communication Workers of America, and the Office of Trial Staff.  The Settlement Agreement was subsequently approved by the Commission.
 
Parts of the Settlement Agreement restrict the price change opportunities of Citizens Communications Company’s five Pennsylvania-Frontier ILECs (Frontier Communications Company of: Breezewood, Canton, Lakewood, Oswayo River, and Pennsylvania) (CCC) and of Commonwealth Telephone Company (CTCo) for 2007, 2008, and 2009 (the current filing).  Specifically, paragraph 13 of the Settlement Agreement notes, in part, that CCC and CTCo shall not be permitted to bank any rate increases which they forego in years 2007, 2008, and 2009.  


3.
Banked Revenues


In their 2009 PSI/SPI Report, the Companies had a combined total of $341,202.30 that was not implemented into rate increases.  As a result of the Settlement Agreement, the Companies will forego this amount, rather than bank it for future use.  


Additionally, part 1.A.4 of the Companies’ Chapter 30 Plan contains the following provision regarding banking:  “In lieu of filing tariff changes to align the SPI with the new PSI in its February 1st filings, the Companies may defer rate changes and bank the amounts corresponding to the difference between the PSI and SPI, for a period not to exceed four (4) consecutive years…”



The banking provisions outlined in their Chapter 30 Plan, coupled with the Companies’ decision to not increase rates in their current filing, means the Companies must retire the remaining banked amounts from their 2005 filing.  The table below shows the retired banked amounts by Company.

	Company
	2005 Amount Retired

	Breezewood
	$35,941.23

	Pennsylvania
	$238,943.54

	Canton
	$40,690.89

	Lakewood
	$15,593.59

	Oswayo River
	$20,788.41

	Total
	$351,957.66




Combined, the Companies now have an aggregate cumulative banked amount from previous years totaling $520,155.61.  It should be noted that each individual Company’s banked amounts may not be shared among the Companies.  The table below shows the breakdown of these banked amounts by company.  
	Banking Summary for All Frontier Companies

	Company
	2009 Banked
	2008 Banked
	2007 Banked
	2006 Banked
	Total Banked

	Breezewood
	$0.00
	$0.00 
	$0.00
	$47,941.83
	$47,941.83 

	Pennsylvania
	$0.00
	$0.00 
	$0.00
	$359,698.21
	$359,698.21 

	Canton
	$0.00
	$0.00 
	$0.00
	$60,331.60
	$60,331.60 

	Lakewood
	$0.00
	$0.00 
	$0.00
	$22,392.00
	$22,392.00 

	Oswayo River
	$0.00
	$0.00 
	$0.00
	$29,791.97
	$29,791.97 

	Total
	$0.00
	$0.00 
	$0.00
	$520,155.61
	$520,155.61 


IV.
CONCLUSION



Our review of the Companies’ 2009 PSI/SPI Report indicates the PSI/SPI and banked revenue calculations are consistent with the terms of the Companies’ Commission-approved Amended Joint Chapter 30 Plan and the Settlement Agreement.  We note that in accordance with their Chapter 30 Plan, deferred increases shall carry no interest; THEREFORE,
IT IS ORDERED:


1.
That the Companies’ combined 2009 PSI/SPI Report is consistent with their Commission-approved Amended Joint Streamlined Regulation and Network Modernization Plan and is therefore approved as filed.

2.
That the case be marked closed.


BY THE COMMISSION,


James J. McNulty


Secretary

(SEAL)
ORDER ADOPTED:  February 26, 2009
ORDER ENTERED:  March 2, 2009
� See Joint Petition for Amended Alternative Regulation and Network Modernization Plan of Frontier Companies, Docket No. P-00951005F1000 (Order entered April 7, 2005).


� We note that, by Order entered February 28, 2008, we granted the Companies’ Petition for Protective Order regarding its 2008 Price Stability Index and Service Price Index Report pursuant to 52 Pa. Code § 5.423





� 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-311095F005 and A-311225F003 (Order Entered March 1, 2007).


� The Commission adopted the Companies’ plan in Amended Final Streamlined Regulation Plan of Frontier Communications of Breezewood, LLC, Frontier Communications of Canton, LLC, Frontier Communications of Pennsylvania, LLC, Frontier Communications of Lakewood, LLC, Frontier Communications of Oswayo River, LLC, Docket No. P-00951005F1000 (Revised September 7, 2005), p. 5.
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