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ORDER

BY THE COMMISSION:
I.
BACKGROUND

Before us for disposition are the Conestoga Telephone and Telegraph Company’s (Conestoga or Company) 2009 Annual Price Stability Index / Service Price Index Filing and the associated revenue changes.  Conestoga’s  filing 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 Company’s Alternative Regulation and Network Modernization Plan (Chapter 30 Plan) that this Commission approved at Docket No. P‑00981429F1000.

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 Conestoga’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 Conestoga’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 Plan, Advance Notice was issued on April 15, 2009, informing the Commission of the forthcoming rate change.  On April 30, 2009, Conestoga  filed its annual PSI/SPI Report using the change in 2007 and 2008 3rd  quarter GDP-PI (Gross Domestic Product – Price Index), which equates to a 2.7512% increase in the PSI. When applied to the Previous PSI of 1.130907, this produces a new PSI of 1.162021. Applying this change to current non-competitive revenues of $19,869,640, this yields a maximum allowed non-competitive revenue increase of $546,654. Including the use of previously banked amounts, the Company is implementing actual total increases of $753,808. 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 1.054486, the Company’s rate increases produce a new SPI of 1.094491.  No complaints were filed against these increases and no hearings were held.  Consistent with the Commission approved Protective Order entered July 1, 2008 at P-2008-2041581 and pursuant to 52 Pa. Code § 5.423, the Company has marked specific information in its filing as proprietary.
Part 3.A.10 of the Company’s approved Amended Chapter 30 Plan states that in the event of rate changes, “The initial filing by the Company shall include a full explanation of all reasons for such filing, including work papers . . . 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 2009 filing, the Company is proposing tariff changes to adjust basic local service, pay telephone, and PBX and key system trunk rates with an increase of $1.50 per line or trunk per month.  Other proposed rate changes include increases to leased line mileage, business directory listing, and regulated premise work charges.  Additionally, the Company proposes changes to special access high capacity DS1 rates that will result in a net decrease to the total charge for the service.  The largest part of Conestoga’s revenue increases will be allocated to dialtone increases.  The Company’s proposed rate changes will be implemented through tariff Supplement 228 to Telephone Tariff PA P.U.C. No. 10 and tariff Supplement 10 to Telephone Tariff PA P.U.C. No. 11.  These supplements will become effective on July 1, 2009.
	Table 1: Conestoga Telephone Company 2009 PSI/SPI Filing Summary of Rate Changes


	                                                        
	Current Rate
	Proposed Rate
	Rate Impact

	A. Dialtone             
	
	
	 

	Rate Band 1:
	
	
	 

	Res-1 Party                            
	$12.14 
	$13.64 
	$1.50 

	Res-Vacation Service            
	$6.07 
	$6.82 
	$0.75 

	Res-Key System                    
	$12.53 
	$14.03 
	$1.50 

	Bus-1 Party                               
	$14.56 
	$16.06 
	$1.50 

	Bus-Key System                       
	$14.86 
	$16.36 
	$1.50 

	Bus-PBX                                        
	$16.73 
	$18.23 
	$1.50 

	Bus-Pay Telephone                    
	$11.68 
	$13.18 
	$1.50 

	Rate Band 2:
	
	
	 

	Res-1 Party                              
	$12.81 
	$14.31 
	$1.50 

	Res-Vacation Service              
	$6.40 
	$7.15 
	$0.75 

	Res-Key System                     
	$13.47 
	$14.97 
	$1.50 

	Bus-1 Party                                  
	$15.90 
	$17.40 
	$1.50 

	Bus-Key System                            
	$16.36 
	$17.86 
	$1.50 

	Bus-PBX                                          
	$18.73 
	$20.23 
	$1.50 

	Bus-Pay Telephone                    
	$13.02 
	$14.52 
	$1.50 

	Rate Band 3:
	
	
	 

	Res-1 Party                        
	$13.62 
	$15.12 
	$1.50 

	Res-Vacation Service            
	$6.81 
	$7.56 
	$0.75 

	Res-Key System                      
	$14.55 
	$16.05 
	$1.50 

	Bus-1 Party                             
	$17.42 
	$18.92 
	$1.50 

	Bus-Key System                            
	$18.07 
	$19.57 
	$1.50 

	Bus-FX Service                       
	$14.81 
	$16.08 
	$1.27 

	Bus-PBX                            
	$21.01 
	$22.51 
	$1.50 

	Bus-Pay Telephone                    
	$14.54 
	$16.04 
	$1.50 

	Rate Band 4:
	
	
	 

	Res-1 Party                        
	$14.52 
	$16.02 
	$1.50 

	Res-Vacation Service      
	$7.26 
	$8.01 
	$0.75 

	Res-Key System          
	$15.75 
	$17.25 
	$1.50 

	Bus-1 Party                           
	$19.13 
	$20.63 
	$1.50 

	Bus-Key System              
	$19.98 
	$21.48 
	$1.50 

	Bus-FX Service                              
	$16.26 
	$17.54 
	$1.28 

	Bus-PBX                              
	$23.57 
	$25.07 
	$1.50 

	Bus-Pay Telephone                    
	$16.25 
	$17.75 
	$1.50 

	Rate Band 5:
	
	
	 

	Res-1 Party                        
	$15.53 
	$17.03 
	$1.50 

	Res-Vacation Service          
	$7.76 
	$8.51 
	$0.75 

	Res-Key System                  
	$17.11 
	$18.61 
	$1.50 

	Bus-1 Party                              
	$21.06 
	$22.56 
	$1.50 

	Bus-Key System              
	$22.16 
	$23.66 
	$1.50 

	Bus-PBX                         
	$26.47 
	$27.97 
	$1.50 

	Bus-Pay Telephone                      
	$18.18 
	$19.68 
	$1.50 

	
	
	
	

	                                                      
	Current Rate
	Proposed Rate
	Rate Impact

	Rate Band 6:
	
	
	 

	Res-1 Party                         
	$16.67 
	$18.17 
	$1.50 

	Res-Vacation Service               
	$8.33 
	$9.08 
	$0.75 

	Res-Key System                          
	$18.65 
	$20.15 
	$1.50 

	Bus-1 Party                       
	$23.23 
	$24.73 
	$1.50 

	Bus-Key System                            
	$24.61 
	$26.11 
	$1.50 

	Bus-PBX                           
	$29.74 
	$31.24 
	$1.50 

	Bus-Pay Telephone                
	$20.35 
	$21.85 
	$1.50 

	B. Miscellaneous          
	
	
	 

	Leased Line Mileage Charge    
	$3.00 
	$3.25 
	$0.25 

	(per 1/4 mile)                                    
	
	
	 

	Directory Listings:                 
	
	
	 

	                     Bus-Add'l Listing
	$0.50 
	$1.00 
	$0.50 

	C. Nonrecurring Charges
	
	
	 

	Res- Initial Premises Visit    
	$20.00 
	$23.00 
	$3.00 

	Res- Work Charge (per 1/4 hr)  
	$7.00 
	$8.00 
	$1.00 

	Bus-Initial Premises Visit   
	$30.00 
	$34.00 
	$4.00 

	Bus-Work Charge (per 1/4 hr)  
	$8.25 
	$10.00 
	$1.75 

	D. Special Access
	
	
	 

	Monthly                           
	
	
	 

	Special Access Line    
	$110.83 
	$230.00 
	$119.17 

	Transport Facility (fixed)    
	$38.02 
	$81.75 
	$43.73 

	Transport Facility (per mile)    
	$15.09 
	$15.75 
	$0.66 

	Facility Interface Charge    
	$532.67 
	$0.00 
	($532.67)

	3-Year Term                    
	
	
	 

	Special Access Line             
	$110.83 
	$207.00 
	$96.17 

	Transport Facility (fixed)         
	$38.02 
	$73.58 
	$35.56 

	Transport Facility (per mile)    
	$15.09 
	$14.18 
	($0.91)

	Facility Interface Charge        
	$335.59 
	$0.00 
	($335.59)

	5-Year Term                            
	
	
	 

	Special Access Line             
	$110.83 
	$184.00 
	$73.17 

	Transport Facility (fixed)         
	$38.02 
	$65.40 
	$27.38 

	Transport Facility (per mile)
	$15.09 
	$12.60 
	($2.49)

	Facility Interface Charge
	$140.50 
	$0.00 
	($140.50)




III.
DISCUSSION
1.
Plan Calculations and Rate Changes

The annual Conestoga PSI/SPI Filing submissions under Chapter 30 laws must conform to its Commission-approved Amended Chapter 30 Plan.  Our review of the calculations submitted by Conestoga 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-00981429F1000.  In addition, we are of the opinion that the proposed rate changes appear to be reasonable and in conformance with the Company’s Chapter 30 Plan.  Therefore, we shall approve Conestoga’s 2009 Plan calculation and proposed rate changes.

2. Banked Revenues

Conestoga will exhaust its 2007 banked revenues of $140,378 and its 2008 banked revenues of $604,613
 in implementing its rate increases.  It will also use $8,817 of its 2009 allowed revenue increase, while banking the remaining $537,837.  In addition, the Company will continue to bank a revenue increase of $732,099 from its 2006 PSI/SPI filing.
 Prior to its 2009 filing, the Company’s bank totaled $1,477,090.  The adjustments made to the Company’s bank in this year’s filing result in a new cumulative bank of $1,269,936 to be carried forward for future use.
 The Company has noted in its 2009 filing that the banked amount from 2006 is subject to revision following an appeal of the Commission’s July 11, 2007 and December 7, 2007 Orders.
 According to its Chapter 30 Plan, “If the Company elects not to increase its rates by the full amount allowed under the terms of the Plan, including exogenous events in a given year, the Company may increase its rates in future years to reflect the full amount of the allowable increases previously deferred.  The Company may bank increases for a period not to exceed four (4) consecutive years.”
  

IV. CONCLUSION



Our review of Conestoga’s 2009 PSI/SPI filing indicates that the proposed rate changes appear to be in conformance with its Chapter 30 Plan.  In addition, the banked amount from 2006 is consistent with our Orders entered July 11, 2007 and December 7, 2007, at Docket Nos. I-00040105, P-00981428F1000, R-00061375, et al.; THEREFORE,
IT IS ORDERED:
1.
That Conestoga Telephone and Telegraph Company’s 2009 Plan filed on April 30, 2009, is in compliance with its Commission-approved Amended Chapter 30 Plan.

2.
That the tariff rate changes proposed by Conestoga Telephone and Telegraph Company be permitted to go into effect as filed.

3.
That a copy of this Order shall be served on the Office of Consumer Advocate, Office of Small Business Advocate, the Office of Trial Staff and AT&T. 

 4.
That the case be marked closed.     
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BY THE COMMISSION,






James J. McNulty







Secretary

 (SEAL)

ORDER ADOPTED:  June 18, 2009
ORDER ENTERED:  June 24, 2009
� Petition for Amended Alternative Regulation and Network Modernization Plan of  Conestoga Telephone and Telegraph Company, Docket No. P-00981429F1000 (Order entered June 3, 2005). 


� The banked annual revenue increase from the 2008 PSI/SPI Filing was adjusted as part of the Company’s 2008 annual State Tax Adjustment Surcharge (STAS) tariff filing. With that tariff filing, the STAS rate was set to 0.000% and the offset to the STAS rate change was covered by making an equivalent reduction in the 2008 banked PSI/SPI revenue.  


� The 2006 banked amount also includes an adjustment (reduction) from the Company’s 2007 annual STAS tariff filing.   


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





� We note that the Company filed a Petition for Review in Commonwealth Court, docketed at 847 C.D. 2008, challenging the July 11, 2007, December 7, 2007, and April 9, 2008 Orders in Docket Nos. I-00040105,                  P-00981428F1000, R-00061375, et al. We also note that the Office of Consumer Advocate has filed a Cross Petition for Review in Commonwealth Court, docketed at 940 C.D. 2008, challenging those same Orders. 


� Conestoga Telephone and Telegraph Company Chapter 30 Plan, Part 3 – Price Stability Plan for Non-Competitive Services, Section A.  (A) 7.  
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