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Lackawaxen Telecommunications Services, Inc.
Supplement No. 116 to Lackawaxen Telecommunications Services, Inc. Tanff PA PUC No. 2

2006 Annual Price Stability Index/Service Price
Index Filing and Deferred Index Report of Lackawaxen Telecommunications Services, Inc.

To Whom It May Concern:

This is to advise you that the Commission in Public Meeting on June 22, 2006 has adopted
an Qrder in the above entitled proceeding.

An Order has been enclosed for your records.

Very truly yours,
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Secretary
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PENNSYLVANIA
PUBLIC UTILITY COMMISSION
Harrisburg, PA 17105-3265

Public Meeting held June 22, 2006
Comimissioners Present:

Wendell F. Holland, Chairman
James H. Cawley, Vice Chairman
Bill Shane

Kim Pizzingrilli

Terrance I. Fitzpatrick

Lackawaxen Telecommunications Services, Inc.

Supplement No. 116 to Lackawaxen

Telecommunications Services, Inc. Tariff PA PUC R-00061485
No. 2.

2006 Annual Price Stability Index / Service Price
Index Filing and Deferred Index Report of P-00981432F1000

Lackawaxen Telecommunications Services, Inc.

ORDER
BY THE COMMISSION:

BACKGROUND

Before us for disposition are the Lackawaxen Telecommunications
Services, Inc.’s (“Lackawaxen” or “Company”) annual initial 2006 Annual Price Stability
Index / Service Price Index Filing and the associated revenue increases. Lackawaxen’s.
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™) that this
Commission approved at Docket No. P-0098 1432F1000.’

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 (% or 0.5%,
depending on each company’s Chapter 30 Plan. In Lackawaxen’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 Lackawaxen’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.

COMPANY FILING

Pursuant to the Plan, Advance Notice was issued on April 14, 2006,
informing the Commission of the forthcoming rate change. On May 1, 2006,
Lackawaxen filed its annual Plan filing using the change in 2004 and 2005 third quarter
GDP-PI (Gross Domestic Product — Price Index) of 2.92% that produced an overall

2.92% increase allowable for noncompetitive revenues.

! Petition for Amended Alternative Regulation and Network Modernization Plan of Lackawaxen
Telecommunications Services, Inc., Docket No. P-00981432F1000 (Order entered June 3, 2005).



Lackawaxen proposes to implement its Plan by increasing installation
charges from their current rates of $22.00 for residential customers and $26.00 for
business customers to a proposed $45.00 and $53.00, respectively. Other proposed
changes are to increase the following non-recurring charges: Returned Check Charge
from $7.00 to $30.00; Number Change Charge from $14.00 to $25.00; and Service
Reconnect Charge from $12.00 for residential and $16.00 for business lines to $23.00
cach. The proposed tariff revisions to Tariff Telephone Pa. P.U.C. No. 2 were filed to
become effective June 30, 2006.

DISCUSSION

1. Plan Calculations and Rate Increases

Lackawaxen’s current 2006 Plan proposes to increase revenues by .82% out
of the allowable increase of 2.92%. The annual Lackawaxen Plan submissions under
Chapter 30 laws must conform to its Commission-approved Amended Chapter 30 Plan.
Our review of the calculations submitted by Lackawaxen 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-00981432F1000. In addition, we are of the opinion
that the proposed rate increases appear to be reasonable and in conformance with the
Company’s Chapter 30 Plan. Therefore, we shall approve Lackawaxen’s 2006 Plan

calculation and proposed rate increases.
2. Banked Revenues

Lackawaxen’s current 2006 Plan banks the remaining allowable revenue
increase of 2.1%. 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.”> THEREFORE,
IT IS ORDERED:

1. That Lackawaxen Telecommunications Services, Inc.’s 2006 Plan
filed on May 1, 2006, is in compliance with its Commission-approved Amended

Chapter 30 Plan.

2. That the tariffed rate increases proposed by Lackawaxen

Telecommunications Services, Inc. be permitted to go into effect as filed.
BY THE COMMISSION,

Jamks J. McNulty

Secretary

(SEAL)

ORDER ADOPTED: June 22, 2006
ORDER ENTERED: JUN 2 2 2006

* Lackawaxen Telephone Co. Chapter 30 Plan, Part 3 —Price Stability Plans for Non-Competitive Services,
Section A. (A) 7.




