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Dircct Dial: [717) 255-7627
E-Mail; parmstrong@ttanlaw.com

James J. McNulty, Secretary

Pennsylvania Public Utility Commission (?v OO C? 27/ 1—([1?)) /:/009
Commonwealth Keystone Building

P.O. Box 3265

Harrisburg, PA 17105-3265

Re:  Petition for Alternative Regulation and Network Modernization Pian
of Hickory Telephone Company, Docket No. P-00981431
Notice of Election to Amend Plan Pursuant to Section 3014(e) of Act 183

Dear Secretary McNulty:

Hickory Telephone Company hereby notifies the Pennsylvania Public Utility Commission pursuant
to Section 3014(e) of Act 183 of 2004, 66 Pa.C.S. §3014(e), that the Company elects to file an amended
Alternative Regulation and Network Modernization Plan. The Company intends to elect the option set forth

at Section 3014(b)(1) of Act 183. The Company-will file the amended Plan within sixty (60} days of the date
of this letter.

Please feel free to contact'the undersigned at your convenience should you have any questions
or comments.

i OCHETE %{‘j Respectfully submitted,
g W

THOMAS, THOMAS, ARMSTRONG & NIESEN
FEB 0 9 2005 By e MO s

Patricia Armstrong
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Jani Tuzinski, Manager, FUS o=
Bohdan R. Pankiw, Chief Counsel < = -
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Petition for Alternative Regulation and

Network Modernization Plan of Hickory
Telephone Company

Docket No. P-00981431 £ (66D

CERTIFICATE OF SERVICE

| hereby certify that | have this 1% day of February, 2005, served a true and correct
copy of the foregoing letter upon the persons listed below by first class mail, postage
prepaid:

Office of Consumer Advocate

Office of Small Business Advocate
555 Walnut Street Suite 1102, Commerce Building
Forum Place, 5" Floor 300 North Second Street
Harrisburg, PA 17101-1923

Harrisburg, PA 17101
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MiCHAEL L. SWINDLER

Dircet Dial: (717) 255-7609
E-Mail: mswindler@ttanlaw.com

James J. McNulty, Secretary

400 North Street
P. O. Box 3265
Harrisburg, PA 17105-3265

Re:
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Amended Chapter 30 Plan of
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Docket No. P-00981431F1000
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Dear Secretary McNulty:

On behalf of Hickory Telephone Company ("Hickory” or “Company”), enclosed please find
an original and three copies each of a redlined and clean Amended Chapter 30 Plan ("Amended
This Amended Plan is filed with the Pennsylvania Public Utility Commission

("Commission”) pursuant to Section 3014(e) of the new Chapter 30 of the Public Utility Code, 66
Pa.C.S. §§3011-3019, Act 183 of 2004 ("Act”).

Plan”).

In addition to the redlined and clean versions of the Amended Plan, also enclosed is a
matrix further identifying all changes made to the Company's original Plan and the corresponding
reference to the statutory support for each change.

As identified in the notice of filing of amended plan filed by Hickory with the Commission
on February 1, 2005, Hickory has elected to amend its Plan pursuant to Section 3014(b){1) of the
Act, 66 Pa.C.S. §3014(b)(1), and commits to provide universal broadband availability by
December 31, 2008. As required in Section 3014(e) of the Act, 66 Pa.C.S. §3014(e), the
Company has provided notice of the filing of the Amended Plan to its customers by bill insert. The
customer notice was included in the Company's February 8, 2005 bills. As required in Section
3014(e), 66 Pa.C.S. §3014(e), Hickory has also served a copy of the Amended Plan on the Office
of Small Business Advocate and Office of Consumer Advocate, as indicated on the attached

Certificate of Service.

*
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James J. McNulty, Secretary
March 4, 2005
Page 2

Hickory has amended its Plan to be in compliance with Act 183 and is prepared to respond
to any inquiries the Commission may have with respect to its review of the Amended Plan that

would facilitate that finding.
Sincerely,

THOMAS, THOMAS, ARMSTRONG & NIESEN

Michael L. Swindler

Enclosures

cc: Certificate of Service
Bohdan Pankiw, Chief Counsel (w/encl.)
Robert A. Rosenthal, Director, FUS (w/o encl.)
Jani Tuzinski, Manager, FUS (w/encl.)
Grier Adamson (w/encl.)
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Hickory Telephone Company
Matrix of References to Amendments to Plan
and Act 183 Sources

Reference to Plan Amendment

Reference to Act 183 Source

1. Introduction - pp. 1-4

Changes made to update context of
plans (“contextual change”)

2. Page 5, Part 1

§3014{b)(1)

3. Page 5, Part 2 (“or declared by the
Company . ..")

§3016(b)

4. Page 5, Part 2 ("have already been
deregulated . . . ")

Contextual change

DOCUMEN

[

5. Page 5, Parts 2.A.1. and 2.

Contextual changes

FOLDER

6. Page 6, Part 2.A.3. - addition

§3019(b)(2)

7. Page 6, Part 2.A.3. - deletion

Section is sunsefted

8. Page 6, Part2.A 4. -
additions/deletion

§§3016(e) and (d)

9. Pages 6-7, Part 2.A.5. -
additions/deletions

§3016(a)
MAR 0.9 2005

10. Pages 7-8, Part 2.A.6. - deletion

Section is sunsetted

11. Page 8, Part 2.A.6. - addition

§3016(b)

12. Pages 8-9, Part 2.A.7.

§3016(c)

13. Page 9, Part 2.B.1. - addition/deletion

Section sunsetted/§3016

14. Page 9, Part 2.B.2 - deletions

Section sunsetted

15. Pages 9-10, Part 2.B.2 - additions

§§3016(f)(1) and (2)

16. Page 10, Part 2.B.3. -
addition/deletion

§3016(d)(1)/section sunsetted

17. Page 10, Parts 2.B.4. and 5. -
deletions/addition

Section sunsetted/§3016; §3019(b)(2)

18. Page 11, Part 3. Introduction

§§3015(c) and (g)

19. Page 12, Part 3.A.(A).3. - deletion

§3019(h)

Page 1 of 3




20. Page 12, Part 3.A.(A).4. - change in | §3015(a)
table
21. Page 19, Part 3.A.(C).2. - §3012

addition/deletion

22. Page 21, Part 3.A.(D).2. - addition

Contextual change to reflect current
monthly residential ceiling

23. Page 21, Part 3.A.(E).2.

§3015(b)(4)

24. Page 22, Part 3.B.(A).2. - deletion

§3019(h)

25. Page 24, Part 3.B.(A).4.h. - deletion

Section is sunsetted

26. Page 24, Part 3.B.(A).4.i.~
deletion/addition

“qualifying” reference sunsetted;
reference to “formal” §3015(b)(4)

27. Page 25, Part 3.B.(A).4.1.

§§3015(b)(1) and (2)

28. Page 25, Part 3.B.(A}.4.m.

§3015(b)(4)

29. Pages 28-29, Part 3.B.(E).3. -
addition

Contextual change to reflect current
monthly residential ceiling

30. Pages 29-30, Part 4.A.1. - addition

§3019(f)

31. Pages 30-31, Part 4.A.4. - deletion

Section is sunsetted

32. Page 31, Part 4.B.1 - statutory
reference change

Section sunsetted; new section is §3019

33. Pages 31-32, Parts 4.B.2., 3., and 4.

- additions/deletions

§8§3015(e), 3019(b}(2); 3019(h); deleted
section sunsetted

34. Page 32, Part 4.B.5. -
additions/deletions

§3019(b)(1)/Section sunsetted

35. Pages 33-34, Part 4.B.8. - additions | §3014(b)(7)
36. Page 34, Part 4.8.10. §3019(b)(4)
37. Pages 35-36, Part 4.C.1. §3015(e)

38. Page 36, Part4.C.2. -
additions/deietions

§3015(f)(1)/Section sunsetted

39. Page 37, Part 4.C.3. §3015(f)(2)
40. Page 37, Part 4.D.1. §3016(e)(3)
41. Page 37, Part 4.D.2. §3014())

Page 2 of 3




42. Page 38, Part 4.D.3. §3016(e)(2)

43. Page 38, Part 4.D.4. §3017(a); §3012 (definitions)
44. Page 38, Part 4.D.5. §3017(b)

45. Page 38, Part 4.D.6. §§3015(c)(2) and (5)

46. Page 38, Part 4.E.1. - deletions

Section sunsetted.

47. Page 39, Part4.E. 3. -
additions/deletion

§8§3013(a) and (b), §3014(b)(6)/Section
sunsetted

48. Page 39, Part 4.E 4.

§3019(h)

49. Pages 40-51, Part 5, Glossary
additions/deletions

§3012/deletions sunsetted or no longer
relevant

Appendix A - NMP

1. Pages 1-top of 5 - deletions

§3014(n)

2. Pages 1-4 - additions

Contextual changes; §3014(n);
§§3014(b)(1)(ii) and (b)(6); §3012

Pages 5-6, Part A. - additions

§§3014(b)(1), (b)4) and (b)(5); §3012

§3014(b)(1) and §3014(n)

Page 7, Part A. - additions

§3014(n)

3
4. Pages 6-8, Part A. - deletions
5
6.

Pages 8-9, Part B.1. -
additions/deletions

§3014(f)/reference section sunsetted

7. Page9, Part B.2. §3014(f)
8. Page 9, Part B.3. §3014(f)(3)
9. Pages 9-10, Part C.1. §3015(a)(2)
10. Page 10, Part D.1. §3014(q)

11. Page 10, Parts E.1. and 2.

§§3014(n)(1) and (2)
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INTRODUCTION

This Plan was filed by Hickory Telephone Company (“Company”) pursuant
to Act 67 of 1993, Section 3006 of the Public Utility Code, 66 Pa.C.S. §30086, and
Pennsylvania Public Utility Commission ("Commission") Opinions and Orders
entered January 20, 2000, and March 30, 2000, at Docket Nos. P-00981425, et al.,
and is amended herein pursuant to Act 183 of 2004."

Chapter 30 of the Public Utility Code was originally signed into law on July 8,
1993. See Act 67, P.L. 456 ("Act 67"), codified at 66 Pa.C.S. §§3001-3009 . Act
67 sunsetted by operation of law on December 31, 2003. Act 183 of 2004
(hereinafter referred to as “Act 183" or “"Chapter 30") was signed into law on
November 30, 2004, to replace Act 67, and codified at 66 Pa.C.S. §3011-3019. The
primary goal of Chapter 30 as newly enacted is to accelerate further the deployment
of a universally available "broadband" telecommunications network throughout
Pennsylvania. In orderto achieve the deployment of a broadband network, Chapter
30, as amended, provides an opportunity for the continuation of alternative and
streamlined regulation with the opportunity to accelerate the deployment of the
Company's broadband network.

S—oection 3003 of Act 67, 66 Pa.C.S. §3003, specifically authorized local
exchange carriers to petition for approval of an alternative form of regulation:

(a) Petition.--When a local exchange telecommunications
company seeks to be regulated under an alternative form of

'In an effort to clarify what terms of the Company's existing Chapter 30 Plan remain in effect
and which are superceded by Act 183, the Company has amended both its Streamlined Regulation
and Network Modernization Plans herein to comport with Act 183. Section 3015(h) of Act 183,
however, deems the Company's Streamlined Regulation Plan amended upon approval of the
amended NMP. In the event of any oversight, the terms of Act 183 control.

-1-



regulation, it shall submit to the commission a petition requesting the

alternative form of regulation. In the petition, the company shall

submit its proposal and supporting data for an alternative form of
regulation. The petition shall also identify all competitive services

which the local exchange telecommunications company proposes at

that time.

Smalter local exchange carriers, including the Company, serving less than
50,000 access lines were permitted to petition for a streamlined form of regulation.
See Act 67, 66 Pa.C.S. §3006. Section 3006(a) set forth the parameters of
streamlined regulation as follows:

The streamlined form of rate regulation shall be designed to decrease

regulatory delays and costs and may include, but is not limited to, use

of an index formula, price stability plan, zone of rate freedom or a

combination thereof. The streamlined form of rate regulation may be

proposed to revise or decrease notice periods, suspension periods

and other procedures currently required by Chapter 13 (relating to

rates and rate making} consistent with due process requirements.

66 Pa.C.S. §3006(a) (footnote omitted).

Act 67 required that a network modernization plan be included as part of an
alternative or streamlined regulation petition under which each local exchange
carrier ("LEC") was required to commit to universal broadband availability including
“converting 100% of its interoffice and distribution telecommunications network to
broadband capability by December 31, 2015." 66 Pa.C.S. §3'003(b)(1). Also, Act
67 permitted LECs to request a determination and classification that certain services
or other business activities offered were competitive. 66 Pa.C.S. §3005. Services
determined to be competitive were no longer subject to Commission regulation
unless expressly provided for in Act 67. 66 Pa.C.S. §3009(f).

Consistent therewith, this Plan for Streamlined Regulation satisfied the

requirements of Section 3006 and the Commission Opinions and Orders entered



January 20, 2000, and March 30, 2000, at Docket No. P-00981431. This Plan, as
originally approved (and as amended herein), contains the following five parts,
which are interrelated and dependent upon one another:

Part 1 The "Network Modernization Plan” as amended sets forth the
Company’s commitment to provide universal broadband
availability by December 31, 2008.

Part 2 The "Competitive Services Deregulation Plan” provides for the
deregulation of the prices and earnings of competitive
services, but preserves the Commission’s authority over the
quality of those services. In addition, the Competitive Services
Deregulation Plan contains safeguards to protect competitors
from potential abuses and to insulate basic ratepayers from the
economic risk of competitive services.

Part 3 The Price Stability Plans, Plan A and Plan B, govern rate
changes for noncompetitive services for the duration of the
respective Plan. They also constrain noncompetitive service
price changes and provide for interim tariff rate adjustments.

Part 4 The section entitled “Additional Commitments and Other
Terms” describes the Company’'s ongoing obligations and
commitments regarding service and regulatory reporting
requirements.

Part 5 This section, Glossary of Terms, contains a glossary which

defines terms used in connection with this Plan.
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Act 183 provides the Company options for the amendment of this Plan.
Section 3014(b)(1)(ii) provides the Company the following amendment option:

(i) The rural]'telecommunications carrier shall commit to
accelerate 100% broadband availability by December 31, 2008.

Pursuant to this option, thi"st Plan, as amended, sets forth the Company's
commitment to accelerate 100% broadband availability by December 31, 2008, and
amends the Company's Chapter 30 Plan consistent with the provisions of Act 183.

This Plan has been amended to be and has been found by the Commission

to be compliant with Act 183*' of 2004, 66 Pa.C.S. §§3011-3019.




PART 1 - NETWORK MODERNIZATION PLAN

The amended Network Modernization Plan ("NMP"), which is set forth in
Appendix A hereto, sets forth the Company's commitment to accelerate the
modernization of its network, ieading to full development of universal broadband

availability by December 31, 2008.

PART 2 - COMPETITIVE SERVICES DEREGULATION PLAN

The Company's Competitive Services Deregulation Plan ("CSP") provides
for the price and earnings deregulation of services found by the Commission to be
competitive or declared by the Company to be competitive in accordance with
Chapter 30. Certain services have already been deregulated or declared under this
Plan to be competitive.

A, Competitive Services

1. The following services were deregulated and so continue: Interstate
Billing & Collection, Customer Premise Equipment, Inside Wire and Voice Mail.

2. Directory Advertising has been classified as a competitive service.
Directory Advertising service has already met all of the preexisting criteria necessary
for a determination that the service is competitive and was deemed competitive for
similarly situated markets.

3. Competitive services shall not be regulated on any basis whatsoever
other than quality of service, including as to rates, tolls, charges, rate structures,
rate base, rate of return or earnings. The Commission will retain its existing
authority over competiti_ve services for the purpose of service quality standards only

as contained in 52 Pa. Code that address the safety, adequacy, reliability and

-5-



privacy of telecommunications services and the ordering, installation, suspension,
termination and restoration of any telecommunications service. Any review or
revision shall take into consideration the emergence of new industry participants,
technological advancements, service standards, and consumer demand.

4, The Company may price competitive services at its discretion. Tariffs
shall not be required by the Commission for competitive services. Atits option, the
Company may tariff the rates, subject to rules and regulations applicable to the
provision of competitive services. The Commission may require the Company to
maintain price lists with the Commission applicable to its competitive services. Price
changes that are filed in the Company's tariff for competitive services will go into
effect on a one-day notice.

5. The Company may petition the Commission for a determination of
whether a protected or retail noncompetitive service or other business activity in its
service territory or a particular geographic area or exchange or group of exchanges
within its service territory is competitive based on the demonstrated availability of
like or substitute services or other business activities provided or offered by
alternative service providers. The Commission, after notice and hearing, shall enter
an order granting or denying the petition within 60 days of the filing date, or within
150 days of filing date where a protest is timely filed, or the petition shall be deemed
granted. The Company shall serve a copy of its petition on the Office of Consumer
Advocate ("OCA"), the Office of Small Business Advocate ("OSBA") and each of the
parties to the Commission's proceeding in which the Company's original Chapter 30
Plan was approved by the Commission. In making its determination, the

Commission shall consider all relevant information submitted to it, including the

-6-



availability of like or substitute services or other business activities, and shall limit
its determination to the service territory or the particular geographic area or
exchange or group of exchanges in which the service or other business activity has
been proved to be competitive. The burden of proving that a protected or retail
noncompetitive service or other business activity is competitive rests on the
Company. In the event that the Commission declares a service to be competitive
in another company's Chapter 30 proceeding or subsequent filing, such declaration
shall then also be applied as a rebuttable presumption in any proceeding filed by
the Company requesting that the same or similar service be declared competitive
under Chapter 30, so long as the markets are substantially similar.

6. Notwithstanding the provisions of Part 2.A.5. of this Plan, the
Company may declare any retail nonprotected service as competitive by filing a
declaration with the Commission and serving it on the OCA, OSBA and each of the
parties to the Commission's proceeding in which the Company's original Network
Modernization Plan was approved by the Commission, provided that the Company
may not use this declaration process for any service that the Commission previously
has reclassified as noncompetitive under either Part 2.A.7. of this Plan or prior law.
A declaration of a retail nonprotected service as competitive shall be effective upon
filing by the Company with the Commission.

7. A party may petition the Commission for a determination of whether
a service or other business activity previously determined or declared to be
competitive is noncompetitive. The Commission, after notice and hearing, shall
enter an order deciding the petition within 60 days of the filing date or 90 days of the

filing date where a protest is timely filed, or the petition shall be approved. The
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petitioner shall serve a copy of the petition on the Company, serving it on the OCA,
OSBA and each of the parties to the Commission's proceeding in which the
Company's original Network Modernization Plan was approved by the Commission.
In making its determination, the Commission shall consider all relevant information
submitted to it, including the availability of like or substitute services or other
business activities, and shalllimit its determination to the particular geographic area,
exchange or density cell in which the service or other business activity has been
proved to be noncompetitive. The burden of proving that a competitive service or
other business activity should be reclassified as noncompetitive rests on the party
seeking the reclassification. If the Commission reclassifies a service or other
business activity as noncompetitive, the Commission shall determine a just and
reasonable rate for the reclassified service or business activity in accordance with
66 Pa.C.S. §1301 (relating to rates to be just and reasonable}.

B. Statutory Protections

1. The Company shali meet the requirements of Chapter 30 with respect
to services deemed competitive, i.e. 66 Pa.C.S. §3016.

2. The Company shall not use revenues earned or expenses incurred in
conjunction with noncompetitive services to subsidize competitive services. This
provision shall not be construed to prevent its marketing and billing of packages
containing both noncompetitive and competitive services to customers. 66 Pa.C.S.
§3016(f)(1) and (2). Therefore, this Plan is in compliance with the requirements of
Chapter 30.

3. The price that the Company charges for competitive services shall not

be less than the costs to provide the services. 66 Pa.C.S. §3016(d)(1). The

-8-




Company may use comparable cost studies presented by larger or other telephone
companies in order to comply with any applicable competitive costing and pricing
safeguards to the extent that such requirements apply.

C. Compliance

1. Formal challenge to the Company’s compliance with the provisions of
the CSP may be made through separate comptlaint procedures. Any competitor or
other party who believes the Company has violated any of the provisions of this

CSP may file a complaint with the Commission.

PART 3 - PRICE STABILITY PLANS FOR NONCOMPETITIVE SERVICES

The Price Stability Plans ("PSPs") set forth the principles and procedures
applicable to changes in the Company’s rates which would otherwise be governed
by the ratemaking methodology set forth in Chapter 13 of the Pennsylvania Public
Utility Code. Plan A is a Price Stability Mechanism ("PSM") and Plan B is a
Simplified Ratemaking Plan (“SRP”). Plan B will apply to the Company until such
time as the Company elects to switch to Plan A pursuant to Part B.(A)9 (“Plan A
Election”).

Nothing in these Plans shall be construed to limit the requirement of 66
Pa.C.S. §1301 that rates shall be just and reasonable. The annual rate change
limitations set forth in the Company's Plan and any other Commission-approved
annual rate change limitation shall remain applicable and shall be deemed just and

reasonable under §1301.



PLAN A - PRICE STABILITY MECHANISM PLAN

A.(A) Price Stability Mechanism (PS| and SPI)

1. The Price Stability Mechanism (“PSM"), designated herein as Plan A,
shall apply to the Company only following a Plan A Election. Plan A will be based
upon the Company's rates in effect on the date the Company makes a Plan A
Election.

2. The Price Stability Index ("PSI") under the PSM determines the
allowable change (increase or decrease) in rates for noncompetitive services based
upon the annual change in the Gross Domestic Product Price Index ("GDP-PI"), as
calculated by the United States Department of Commerce. Changes based upon
this formula are then cumulatively tracked using the Service Price Index ("SPI").
Plan A also addresses rate rebalancing, rate restructuring and the introduction of
new services.

3. Plan A will be the exclusive basis upon which the Company's
noncompetitive rates will be regulated once the Company makes a Plan A Election.
All tariff filings for noncompetitive services are subject to review under the terms of
this Plan. Chapter 13, Sections 1301 through 1305, inclusive, 1309 and 1312 of the
Public Utility Code (the "Code") remain applicable under the provisions of the Plan.
All other provisions of the Code, other laws of the Commonwealth, or regulations
in conflict with this Plan are hereby superseded.

4. Annually, the Company will calculate the new PSI, which will include
the added impact of exogenous events, according to the following methodology:

PSI,=PSl_, (1+ % A GDP-P1-X % 2)

which comprises the "PSM formula,” where:
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.................................................................................................................................................................................................

P8I, : i The new index that determines the maximum prices for the noncompetitive service | :
i ! category based on the cumulative changes in the price cap index for the current
i twelve month period.

Feonerserannnnnesetnnnternseasd ,. ................................................................................................................................................................ i

PSI,., : i The current index that determines the current maximum prices for the i ;
: noncompet:tlve service category based on the cumulative changes in the price cap
i index for the previous twelve month period.?

%A GDP- Pl | The percentage change in the Chain Weighted Gross Domestic Product - Price
: Index based on a quarter ending not mare than eight months prior to the advance |
notice date of the new annual tariff and the corresponding quarter of the previous |

X ! 0% inflation offset

i .............................. + ................................................................................................................................................................ i

i The effect of any exogenous events. Exogenous events are positive or negatlve
changes in the Company's revenues or expenses as defined in the Plan.

In no event shall the PSI,, excluding the impact of exogenous events, be less than
the PSI calculated as of the effective date of the PSM.

If the Department of Commerce should cease or alter the reporting of the
GDP-PI during the term of the Plan, then, subject to Commission approval, the
Company will substitute an alternative index and make any adjustments to the
formula necessary to replicate the current formula as closely as possible.

5. The SPI is an index that represents the current level of prices
including price changes from the current and prior years associated with the PSI
and tracks the price changes for noncompetitive services related to the PSI. No
Company proposed SPl may exceed, on a total intrastate basis, the PSI
accumulated after the effective date of Plan A, except as otherwise expressly
provided in this Plan A (e.g., exogenous events). As of the effective date of Plan
A, the PSI and SPI equal 100.

6. The SPI shall be computed according to the following methodology:

SPI, = SPI,, [Y V, (PJP.,)]

*The PSI applies to the sum of effective rates {and units of demand) which were realized
during the previous twelve month period.
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Where:
SP, = The proposed new SPI value.
SPI,, = The current SPI value as of the last approved
tariff filing.
P, = The proposed price for rate element *i.”
P. = The current price for rate element “i.”
V, = The current estimated revenue weight for rate element "j,"

calculated as the ratio of the base period demand for the rate
element “i" priced at the existing rate, to the base period demand
for all noncompetitive services priced at existing rates.

When a new service is incorporated into the index calculations pursuant to Section
A.(C) hereof, the demand for the new service during the base period must be
included in determining the weights to be used in calculating the SPI.

7. 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. The Company may not bank
decreases, but may offset increases with decreases for banking purposes. The
Company will not, however, attempt to recover any revenues foregone as a result
of defe[ring the increase in prices.

8. On or before the anniversary date of Plan A (or the closest
Commission working day thereafter) and annually thereafter, the Company shallfile
with the Commission a PSI| and SPI Report. Each such annual filing may be
accompanied by tariffs to implement any required or authorized rate changes.

9. The proposed tariff(s) accompanying the PS| and SPI Reports, if any,

shall become effective within 30 days of filing (unless otherwise provided hereih)
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and shall be deemed Commission-made rates. Upon a successful complaint, rates
may change prospectively only. The Commission shall review the tariff rate change
proposals to determine whether they comply with the criteria set forth in Section
A.(D) below. If the Commission determines that the Company's rate proposals do
not comply with this criteria, then the Commission may order the Company to
modify them to be in compliance. If the Company's proposals comply with this
criteria, then the Commission shall approve them.

10. The Company shall provide fifteen (15) days advance notice of filing
to the Commission, which shall generally describe the anticipated filing.> Any and
all interventions or complaints shall be due within fifteen (15) days after the initial
filing. The initial filing by the Company shall include a full explanation of all reasons
for such filing, including work papers. Responses to interrogatories shall be due
within fifteen (15) days of service. Twenty (20) days after the filing date, any and
all comments by intervenors in support of or in opposition to the filing are due to be
filed at the Commission. Responses to such comments may be filed by the
Company within fifteen (15) days thereafter. A Commission Order must be entered
within sixty (60) days of the filing (or such other time as may be otherwise provided
herein),-otherwise the tariff(s) shall become effective as filed. The Company may
extend the 60-day period to permit time for the ADR mediation process. Such rates
shall be deemed Commission-made. This procedure, as specified in this

paragraph, is hereinafter referred to as the "75-day procedure.” An additional

*This notice may be provided to the public by the Company through billing insert, bill message
or separately mailed notice. Notice will also be served upon the OCA, OSBA, OTS and any other
Chapter 30 party, as identified by the Commission Secretary. The notice will be similar in nature to
that described in 52 Pa.Code §53.45 for a general rate case.
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fifteen (15) days shall be provided to allow time for hearings, if specifically
requested by the OCA, the OTS, the OSBA, a customer, or any other party to the
Chapter 30 proceeding at Docket No. P-00981425, et al., made at the time of
complaint or intervention. In addition, if the proposed impact of the filing on local
service rates for residential one-party service is an increase greater than $3.50 per
month, then the additional allowance of time for hearings shall be 45 calendar days,
rather than 15 calendar days.*

11. Except as otherwise noted, any changes or events within the
Company's control are excluded as exogenous events. Notwithstanding any other
limitation specified herein, the Company, OTS, OCA, OSBA, or other parties in
interest may request the Commission to make special revenue adjustments beyond
the scope of the PSI to recognize exogenous events (“Z"), including but not limited

to the following:

a. jurisdictional shifts in cost recovery where interstate revenues
or costs actually change;

b. subsequent regulatory and legislative changes (state & federal)
which affect revenues and/or costs, to the extent not captured
in GDP-PI; and

C. unique changes in the telephone industry which are not

reflected in the overall inflation factor as measured by GDP-PI
and are outside the Company'’s control.

The institution of a universal service type fund in Pennsylvania and any

requirement that the Company participate as a contributor and/or a recipient shall

*The term “local service” is identical to the set of services generically defined as “universal
services” by the Commission, including calling within a local area, touch tone and access to
emergency services. The rates for such local services to which the $3.50 is applicable include all
associated charges, such as basic local service, extended area service, touch tone, mileage, rate
bands, measured local calling and similar rate elements. Restructuring of various rates within the
residential class, (e.q., roll-in of mileage charges into basic local service rates) shall not be included
in the calculation of the $3.50 increase for purposes of this sub-part.
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be a qualifying exogenous event to the extent the Company is either a net
contributor to or net recipient from such fund. Conversion of the Company from
average schedule settlements to a cost-based or other format shall be qualifying
exogenous events. Any changes to Generally Accepted Accounting Principles
(“GAAP") that are reflected as changes in regulatory accounting requirements for
cost determination and ratemaking purposes that will result in cost changes are an
exogenous event. Other examples of exogenous events include the implementation
of number portability and IntraLATA presubscription.> Exogenous revenue events
shall be flowed through on a dollar-for-dollar basis, utilizing the most recent per
book revenue levels, without any investigation or review of earnings. Exogenous
expense events shall be flowed through dollar-for-dollar on the basis of review of
that single expense item for which an exogenous event is sought without any
investigation or review of earnings, utilizing the most recent per book level of such
expense. Results shall be adjusted to recognize the impact of any related taxes.
The "75-day procedure,” as recited above in paragraph 10, shall apply to such
exogenous events.

12.  Anyrevenue shortfall or cost incurred, including administrative costs,
Iéss other related revenue increase/cost decreases, if any, associated with a
Commission-mandated implementation of new calling scope services such as EAS
or extension of basic local exchange services may be recovered by the Company
at the time of implementing any extended calling scope service or additional basic
local exchange service. This same treatment shall also apply to new Optional

Calling Plans.

*See paragraph 13, infra.
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13.  In connection with the implementation of IntraLATA presubscription,
the Company shall be permitted to recover related incremental costs as defined by
the Commission at Docket No. |-00940034 and in accordance with the methodology
set forth in the Global Order. Any revenues received therefrom shall not be
included in the calculation of PSI or SPI. Further, the Company will also abide with
any Commission policy established regarding toll imputation in the design of its
intraLATA toll rates. However, the Company shall not be required to pass any
imputation test, unless all toll carriers operating in the same serving area agree or
are required to comply with the exact imputation test for its serving area as may be
imposed on the Company.

14.  The Telecommunications Act of 1996 ("TA-96") was signed into law
on February 8, 1996, and is being implemented over time. The regulatory and
market changes which will result from TA-96 and applicable regulations have not
been incorporated into Plan A. Nothing herein shall be construed to preclude the
Company from fully and completely exercising its rights under the Act, which rights
are preserved.

16. Should the Company experience a loss of revenue so that its
commitment for its Network Modernization Plan is jeopardized, the Company may
petition the Commission for appropriate and timely relief under the “75-day
procedure.” The Company shall notify the Commission and Chapter 30 parties at
Docket No. P-00981425, et al., of such circumstances prior to filing the petition.

A.(B) Rate Restructuring and Rebalancing

1. In addition to the annual PSM filing, the Company under Plan A may

file tariffs proposing to rebalance and/or restructure rates for noncompetitive
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services. The Company may implement only one rate restructuring/rebalancing
filing in the same calendar year which affects residential and small business rates
(3 lines or less), exclusive of changes made pursuant to the PSM formula and
exogenous events not reflected therein.®

2. The Company may also propose tariff rate changes to implement the
results of Commission Orders involving generic industry is’sues.

3. The Commission shall review the tariff proposals to determine that
they are within the limits as set forth in Section A.(D} below. [f the Commission
determines that the Company's rate proposals are not within this criteria, then the
Commission may order the Company to modify them to produce a tariff which does
not exceed this criteria. |If the tariff proposals are within these criteria, then the
Commission shall approve them.

4. The "75-day procedure” shall apply to all PSM, exogenous events and
restructuring and rebalancing filings, with the allowance of time to permit ADR
mediation and an additional 15 calendar days to allow time for hearings, if
specifically requested by the OTS, OCA, OSBA, a customer, or Chapter 30 party
at Docket No. P-00981425, et al., made at the time of complaint or intervention.
Further_provided, in the event that the proposed impact of such rate restructuring
and rebalancing filing on local services rates for residential one-party service is an
increase greater than $3.50 per month, then the additional allowance of time shall

be 45 calendar days, rather than 15 calendar days.” Reductions in residential and

5The Company retains the right to make changes in intralLATA toll rates and services
pursuant to the Commission Order entered December 14, 1895, at Docket No. 1-00940034.

"The term "local service” as used in this part is as set forth in footnote 3, supra.
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small business rates may be initiated more often by the Company. Tariff filings
involving a limited number of services with the intent of packaging/restructuring the
services may be made. The prices of the packaging/restructuring will not exceed
in total the individual service prices of the services comprising those packages.
Reductions in residential and small business rates and limited services tariff filings
shall become effective on one (1) day's notice to the Commission.

A.(C) New Services

1. The Company may introduce new services at any time.

2. If a new service is offered which falls within the definition of "protected
services,” then the "75-day procedure” shall apply. Protected services are as
follows:, unless the Commission has determined the service to be competitive:

a. Service provided to residential consumers or business
consumers thatis necessary to complete a local exchange call;

b. Touch-tone service;
c. Switched access service;
d. Special access service; and
e. Ordt?ring, installation restoration and disconnection of these
services.
3. Any new service which is not a "protected” service shall become

effective upon one (1) day's notice to the Commission.
4, Revenues from new services shall be included in the calculation of the
PSI and SPI, beginning with the first annual PSM filing after the new service has

been in effect for one year.
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A.(D) Consumer Protections

1. All rate changes proposed either under the PSM formula, including
exogenous events, orunder the rate restructuring and rebalancing provisions of this
Plan shall be approved if just and reasonable and if a proposed tariff does not
cause one of the following to occur and is otherwise in compliance with this Plan A:

a. The SPI is not greater than the PSI; and
b. The proposed changes to basic, local rates for both residential
and small business customers (three (3) lines or less), by any
combination of filings, will not cause an increase in the rates in
existence at the end of the preceding year greater than $3.50

per month.®

2. Pursuant to the Global Order entered September 30, 1999, the

Commission instituted a transitional universal service funding mechanism, i.e. the
Pennsylvania USF, with a projected termination date of December 31, 2003. During
the pendency of the Pennsylvania USF, the Company retains the right to change
and rebalance its intrastate rates in accordance with-Plan A, and if such rates are
found by the Commission to be just and reasonable, they shall be permitted to

become effective. Further, should the new rates exceed the $16.00 monthly

residential ceiling established in the Global Order for the duration of the
Pennsylvania USF, the Company is permitted to recover the revenue difference
arising from application of the Global Order rate ceilings from the Pennsylvania
USF. By Order entered July 15, 2003, at Docket No. M-00021596, et al., the
Commission approved modifications to the Global Order including a continuation of

the USF and an increase of the $16.00 residential cap to $18.00.

®This cap shall not be applicable where a generic Commission Order requires changes in the
Company's rate design and causes a rate increase which exceeds the cap.
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A.(E) Complaints

1. Complaints under Section 1309 of the Public Utility Code against
existing rates may be filed only if such rates fail to comply with the terms of this
Plan. Section 1309 shall be the exclusive basis for filing complaints against existing
rates and such a complaint may be sustained only if such existing rates do not
comply with the terms of this Plan A. In proceedings under this part, the burden of
proof shall be upon the complainant to show, by a preponderance of the evidence,
that the rates are not just and reasonable under Section 1309. Further, the
Commission shall retain the authority to issue complaints or investigations to assure
a Company's compliance with this Plan, with the burden of proof resting with the
Company.

2. A formal complaint to deny rate changes for noncompetitive services,
unless signed by atleast 20 customers of the rural telecommunications carrier, shall
not prevent implementation of the rate changes pending the adjudication of the
formal complaint by the Commission.

PLAN B - SIMPLIFIED RATEMAKING PLAN

B.(A) Simplified Ratemaking Methodology

1. The Simplified Ratemaking Plan ("SRP"), designated herein as Plan
B, sets forth the principles and procedures applicable to changes in rates for the
Company until such time as it elects to employ Plan A. Like Plan A, the SRP
governs changes in rates which would otherwise be governed by the ratemaking
methodology set forth in Chapter 13 of the Pennsylvania Public Utility Code. The

SRP also addresses rate rebalancing, rate restructuring and the introduction of new

services.
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2. The SRP is a substitution of "traditional” rate base/rate of return
regulation and is the exclusive basis upon which the Company’'s noncompetitive
rates will be regulated on and after the date of Commission approval of this Plan.
All tariff filings for noncompetitive services are subject to review under the terms of
this Plan B. Chapter 13, Sections 1301 through 1305, inclusive, 1309 and 1312, of
the Code remain applicable under the provisions of the Plan. All other provisions
of the Code, other laws of the Commonwealth, or regulations in conflict with this
Plan B are hereby superseded. The Company may elect, on or before May 1% (or
the closest Commission working day thereafter) of any year, to switch to Plan A.
Once the Company makes such election, it may not revert to Plan B.

3. The SRP is based upon the Company's noncompetitive rates in effect
on the approval date of the Plan, which rates are just, reasonable, nondiscriminatory
and otherwise fully in compliance with all Pennsylvania laws.

4. The Company may, following the effective date of this Plan, file tariffs
making increases, decreases and changes in its noncompetitive rates subject to the
following conditions and procedures (hereinafter "Simplified Rate Filing"):

a. If the Company is an average schedule company, a Simplified
Rate Filing seeking increased revenues may only be filed if its
- total company return on common equity capital does not
exceed its cost of common equity capital based upon
applicable marketplace standards not limited to a Discounted
Cash Flow (“DCF”) analysis, as calculated employing the
procedure set forth in Schedule A hereto.

b. If the Company is a cost-based company, a Simplified Rate
Filing seeking increased revenues may only be filed if its
jurisdictional return on common equity capital does not exceed
its cost of common equity capital based upon applicable
marketplace standards not limited to a DCF analysis, as

calculated employing the procedure set forth in Schedule B
hereto.
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C. Noncompetitive rates are only subject to an excess earnings
complaint or other challenge if the Company's jurisdictional
earnings as calculated using the applicable procedure set forth
in Schedule A or B result in a return on jurisdictional common
equity capital in excess of its cost of common equity capital as

calculated above. Upon a successful complaint or other
challenge, rates may change prospectively only.

d. The Company may, in lieu of seeking increased revenues
under the Simplified Rate Filing procedure, file revenue neutral
rate changes to its noncompetitive rates for restructuring/
rebalancing purposes.

€. The Company shall provide twenty (20) days advance notice
of a Simplified Rate Filing to the Commission, which generally
describes the proposed rate changes.®

f. The rates proposed in any Simplified Rate Filing shall be filed
to be effective on forty-five (45) days notice. Any and all
interventions or complaints shall be due within ten (10) days of
such filing with no formal answer in response thereto required.
A Simplified Rate Filing seeking increased revenues shall
include either Schedule A or B adjusted to reflect the
annualized impact of the rate changes together with all
applicable workpapers and an Executive Overview setting forth
a full explanation of the rate changes. A revenue neutral
Simplified Rate Filing shall include schedules detailing the
annualized revenue impact of the rate changes together with
all applicable workpapers and an Executive Overview setting
forth a full explanation of the rate changes.

g. Data requests/interrogatories (including subparts) addressing

the Simpilified Rate Filing, which will be limited to fifty (50} per

party, must be served on the Company within twenty-five (25)

- days of the filing with responses due within twelve {12)
business days of receipt.'

h. The proposed rate changes shall become effective on the 45"
day if no investigation is instituted by the Commission.

I Should a formal complaint be filed or investigation instituted
with respect to a Simplified Rate Filing seeking additional
revenues in excess of 5% of the Company's total annual

%As to the requirements of this notice, see footnote 2 herein.

1{)Objeclions to discovery requests will be due within five (5) days of receipt.
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revenues from noncompetitive services, the following
procedure will apply, to the extent possible, beginning with the
date of the filing: (i) an Alternative Dispute Resolution ("ADR")
session will be held on the 45" day and (i) if a settlement
petition is not filed within thirty (30) days of the commencement
of ADR, a prehearing conference before an administrative law
judge will be conducted as quickly as possible thereafter, the
Company's direct testimony will be due on or before the 90"
day, complainant/intervenor testimony due on or before the
100™ day, rebuttal testimony will be due on or before the 110"
day, evidentiary hearings held on or before the 115" and 116"
days, summary comments limited to twenty (20) pages of
argument will be due on or before the 130" day, reply
comments limited to fifteen (15) pages of argument will be due
on or before the 140" day, and the recommended decision will
be issued on or before the 160" day. (This procedure may be
changed upon stipulation of the parties.) The Commission's
final opinion and order must be entered within seven (7)
months of the date of the filing.

With respect to a revenue neutral Simplified Rate Filing or a
Simplified Rate Filing proposing an annual increase in
revenues from noncompetitive services of 5% or less subject
to a qualifying complaint or investigation, the ADR process as
previously described shall be pursued. If a settlement petition
is not filed within thirty (30) days of the commencement of
ADR, comments of the respective parties limited to twenty (20)
pages of argument shall be filed within forty-five (45) days of
the commencement of ADR and reply comments limited to
fifteen (15) pages of argument within fifty-five (55) days. A
Commission order must be entered within 125 days of the date
of the filing.

Reductions in residential and small business rates may be
initiated by the Company at any time outside of the SRP with
appropriate supporting calculations. Tariff filings involving a
limited number of services with the intent of
packaging/restructuring the services may be made. The prices
of the packaging/restructuring will not exceed in total the
individual service prices of the services comprising those
packages. Reductions in residential and small business rates
and limited services tariff filings shall become effective on one
(1) day's notice to the Commission.

The Company shall be permitted at any time to file proposed

tariff changes with the Commission, effective 45 days after
filing, setting forth miscellaneous changes, including increases
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and decreases, in rates for noncompetitive services, excluding
basic residential and business rates, provided such rate
changes do not increase the Company's annual intrastate
revenues by more than 3%. The Commission tariff filing
requirements and review associated with such proposed rate
changes shall be limited to schedules submitted by the
Company detailing the impact of the rate changes on the
Company's annual intrastate revenues.

m. A formal complaint to deny rate changes for noncompetitive
services, unless signed by at least 20 customers of the rural
telecommunications carrier, shall not prevent implementation
of the rate changes pending the adjudication of the formal
complaint by the Commission.

5. Any revenue shortfall or expense incurred, including administrative
costs, less other related revenue increases/cost decreases, if any, associated with
a Commission-mandated implementation of new calling scope services such as
EAS or extension of basic local exchange services may be recovered by the
Company at the time of implementing any extended calling scope service or
additional basic local exchange service. This same treatment shall also apply to
new Optional Calling Plans.

6. In connection with the implementation of IntraLATA presubsc'ription,
the Company shall be permitted to make a tariff filing outside of the SRP process
to recover related incremental costs as defined by the Commission at Docket No.
I-0094(5034 and in accordance with the methodology set forth in the Global Order.
Further, the Company will also abide with any Commission policy established
regarding toll imputation in the design of its intraLATA toll rates. However, the
Company shall not be required to pass any imputation test, unless all toll carriers

operating in the same service area agree or are required to comply with the exact

imputation test for its serving area as may be imposed on the Company.
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7. The regulatory and market changes which will result from TA-96 and
applicable regulations have not been incorporated into this Plan B. Nothing herein
shall be construed to preclude the Company from fully and completely exercising
its rights under TA-96, which rights are preserved.

8. The Company may also propose tariff rate changes to implement the
results of Commission Orders involving generic industry issues.

9. The Company may, on or before May 1* (or the closest Commission
working day thereafter) of any subsequent year, shift to Plan A with the index under
the PSM set at 100 based upon the Company's existing rates at the time of the shift.
The Company making such election must provide the Commission, OTS, OCA and
OSBA advance notice thereof forty-five (45) days prior to such Plan A filing. Once
the Company shifts to Plan A it may not return to Plan B.

B.(B) Exogenous Events ;

1. In addition to any SRP filing, the Company, OTS, OCA, OSBA orother
parties in interest may request that the Commission make rate changes to reflect
specific revenue adjustments at any time to recognize exogenous events as
previously defined in Plan A herein.

2. The procedure applicable to revenue neutral SRP filings shall apply
to any request to reflect an exogenous event.

B.(C) Commission-Made Rates

1. All rates established pursuant to the SRP shall be deemed

Commission-made rates.
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B.(D) New Services
1. The Company may introduce new services at any time.

2. If a new service is offered which falls within the definition of "protected
services,” as previously defined in Plan A, the procedure applicable to a revenue
neutral Simplified Rate Filing shall apply.

3. Any new service which is not a "protected” service shall become
effective upon one (1) day's notice to the Commission.

4. Revenues from new services shall be included in any subsequent SRP
filing after the new service has been in effect for one year.

B.{E) Consumer Protections

1. All rate increase filings seeking rates calculated to produce an
increase in annual revenues of 5% or more under the SRP procedure shall be
approved if the rates do not produce a return on total company common equity
capital for average schedule companies and a return on jurisdictional common
equity capital for cost based companies in excess of the Company's cost of
common equity capital as determined consistent with Section B.(A), Paragraphs
4(a) and (b) herein and are otherwise in compliance with this Plan B. .

2. All revenue neutral rate changes under the Simplified Ratemaking
Plan formula, including exogenous events, shall be approved if the proposed
changes to basic, local rates for both residential and small business customers

(three (3) lines or less), by any combination of filings, are just and reasonable and
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will not cause an increase in the rates in existence at the end of the preceding year

greater than $3.50 per month."

3. Pursuant to the Global Order entered September 30, 1999, the

Commission instituted a transitional universal service funding mechanism, i.e. the
Pennsylvania USF, with a projected termination date of December 31, 2003. During
the pendency of the Pennsylvania USF, the Company retains the right to change
and rebalance its intrastate rates in accordance with Plan B, and if such rates are
found by the Commission to be just and reasonable, they shall be permitted to
become effective. Further, should the new rates exceed the $16.00 monthly
residential rate ceiling and applicable business rate ceiling established in the Global
Order for the duration of the Pennsylvania USF, the Company is permitted to
recover the revenue difference arising from the application of the Global Order rate
ceilings from the Pennsylvania USF. By Order entered July 15, 2003, at Docket No.
M-00021596, et al., the Commission approved modifications to the Globai Order
including a continuation of the USF and an increase of the $16.00 residential cap
to $18.00.

4. The Commission shall retain the authority to review the
reasonableness of any rate(s) for any specific services based upon Sections 1301

and 1304 criteria, 66 Pa.C.S5. §§1301 and 1304.

"This cap shall not be applicable where a generic Commission order requires changes in
the Company's rate design and causes a rate increase which exceeds the cap.
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B.(F) Complaints

1. Complaints under Section 1309 of the Public Utility Code against
existing rates may be filed only if such rates fail to comply with the terms of this
Plan. Section 1309 shall be the exclusive basis for filing complaints against existing
rates and such a complaint may be sustained only if such existing rates do not
comply with the terms of this Plan. In proceedings under this part, the burden of
proof shall be upon the complainant to show, by a preponderance of the evidence,
that the rates are not just and reasonable under Section 1309. Further, the
Commission shall retain the authority to issue complaints or investigations to assure
a Company's compliance with this Plan, with the burden of proof resting with the

Company.

PART 4 - ADDITIONAL COMMITMENTS AND OTHER TERMS

A. Lifeline Service; Universal Service; Enhanced Services for the
Disabled
1. The Company shall implement a revised ifeline program for qualifying

low-income residential customers. All eligible telecommunications customers who
subscribe to lifeline service shall be permitted to subscribe to any number of other
eligible’telecommunications carrier telecommunications services at the tariffed rates
for such services; however, the Commission's regulations at 52 Pa. Code §64.01
et seq. relating to suspension and termination of residential telephone service shall
continue to be applicable. Whenever a prospective customer seeks to subscribe

to local exchange telecommunications service, the Company shall explicitly advise

the customer of the availability of lifeline service and shall make reasonable efforts,
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where appropriate, to determine whether the customer qualifies for such service
and, if so, whether the customer wishes to subscribe to the service. The Company
shali inform existing customers of the availability of lifeline service twice annually by
bill insert or message. The notice shall be conspicuous and shall provide
appropriate eligibility, benefits and contact information for customers who wish to
learn of the lifeline service subscription requirements. The Company shall not be
required to provide, after November 30, 2004, any new lifeline service discount that
is not fully subsidized by the federal universal service fund.

2. The Company offers "Link Up America,” a program designed to
promote universal service by providing a discount on service connection charges
for qualified low income customers.

3. The Company shall be fully qualified to participate as a recipientin any
universal service program instituted by this Commission. Neither any feature in this
Plan nor any rule or regulation under Chapter 30 shall disqualify it from full
participation in any Pennsylvania universal service program.

B. Ongoing Regulatory Requirements

1. All services provided by the Company within the jurisdiction of the
Commission are still subject to all provisions of the Public Utility Code regarding
safety, adequacy and reliability of telecommunications services, 66 Pa.C.S. §1501,
and the additional powers and duties of the Commission, 66 Pa.C.S. §3019.

2. The Company will continue to monitor service quality in compliance
with Commission regulations in Chapter 63 unless in conflict with this Plan or Act

183. 52 Pa. Code §63.1, et seq.
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3. The Company shall continue to comply with Chapter 64 of the
Commission's regulations as amended from time to time unless in conflict with this
Plan or Act 183. 52 Pa. Code §64.1 et seq.

4. The Extended Area Service regulations established by the
Commission at 52 Pa. Code §63.71 et seq., shall continue to be applicable to the
Company, with the exception of conducting the biennial traffic usage studies, unless
in conflict with this Plan or Act 183. The requirement to prepare such studies shall
be suspended until the Commission issues regulations or guidelines as to how to
conduct more accurate traffic usage studies. The Company’s current traffic usage
studies from 1897 shall continue to be utilized. The Commission may, on a case-
by-case basis, direct that a more current traffic usage study be conducted if, in a
formal complaint proceeding, it is determined that a strong community of interest
has been demonstrated. The Company will comply with any modifications to the
existing EAS regulations as ordered from time to time by the Commission.

5. The Commission retains its authority to audit the accounting and
reporting systems of the Company relating to its transactions with affiliates pursuant
to Chapter 21 of the Public Utility Code, 66 Pa.C.S. §2101 et seq. The Company
shall file affiliated interest and affiliated transaction agreements unless such
agreements involve services declared to be competitive. The filings shall constitute
notice to the Commission only and shall not require approval by the Commission.

6. Approval of this Plan shall not operate in any way to foreclose the
Company from exercising any of their options pursuant to the subsequent

enactment or modification of federal or state law. Moreover, approval of this Plan
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shall not preclude the Company from filing a petition seeking modifications of the
Plan.

7. Should the Commission authorize local exchange service competitors
to operate in the Company’s service territory and utilize its bundled or unbundied
network elements or services under interconnection terms and conditions that do
not provide fully compensatory cost recovery, including embedded cost levels, the
Company may file a petition seeking Commission approval to alter provisions
contained in its Network Modernization Plan. Prior to filing said petition, the
Company shall notify the Commission and Chapter 30 parties at Docket No.
P-00981425, et al.

8. The Company is an exempt rural telephone company for purposes of
Section 251(f)(1) of TA-96. Upon the filing of this Amended Plan reflecting the
Company's commitment to accelerate broadband deployment pursuant to 66
Pa.C.S. §3014(b)(1), the Commission shall grant the Company a suspension of
Section 251(c)(2) [interconnection], (3) [unbundled access], (4) [discounted resale],
(5) [notice of changes], and (6) [collocation] obligations under the
Telecommunications Act of 1996.2 This suspension of obligations shall expire

December 31, 2008, unless extended by the Commission. Should the Commission,

1sz Order entered July 10, 1997, at Docket No. P-00971177, the Commission granted the
Petition of the Rural and Small Incumbent Local Exchange Carriers, including the Company, for an
initial suspension under Section 251(f}(2) recognizing, inter alia, the use of the time to proceed with
alternative regulation. This suspension was further extended by Orders entered June 25, 1999,
June 23, 2000, and July 17, 2001. The acceleration of deployment to 2008 is in accord with the
rationale in these orders and the legislative direclive in Section 3014(b}(7). Specifically, the
Commission finds, upon the filing of this Amended Plan, that suspension is necessary: (A} (i) to avoid
a significant adverse economic impact on users of telecommunication services generally, (ii) to avoid
imposing a requirement that is unduly economically burdensome; and (jii} to avoid imposing a
requirement that is technically infeasible; and {B) is consistent with the public interest, convenience,
and necessity. Accordingly, the record at Docket No. P-00971177 is incorporated herein by reference
and the suspension is granted.
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following a hearing, determine that the rural telecommunications carrier has failed
to timely meet its commitments pursuant to this paragraph, the suspension of
obligations shall expire upon entry of the Commission Order making such
determination. Expiration of the suspension of obligations shall not impact the rural
telephone company exemption of the rural telecommunications carrier under
Section 251(f)(1) of the Telecommunications Act of 1996.

9. In the event that the Company under Plan A effects a change to either
its depreciation expenses or depreciation reserves, Commission approval shall not
be required. However, in the event of the reinstitution of any form of rate base/rate
of return regulation, any impact of such changes on depreciation expense or
reserve which occur during the period of the operation of this Plan shall be captured
and recognized as a debit {or credit) in the ratemaking formula.

10. The Commission has authority to condition the sale, merger,
acquisition or other transaction required to be approved under Section 1102(a)(3),
66 Pa.C.S. §1102(a)(3), of the Company or any facilities used to provide
telecommunications services to ensure that there is no reduction in the advanced
service or broadband deployment obligations for the affected property or facilities.

C. Reporting Requirements

1. The Commission's filing and audit requirements for the Company shall
be limited to the following:

i The Biennial Network Modernization Plan Report filed pursuant
:DolaFr’frts B.1 and 2 of the Amended Network Modernization

ii. An annual financial report consisting of a balance sheet and
income statement. :
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ifi. An annual deaf, speech-impaired and hearing-impaired relay
information report.

iv. An annual service report.

V. Universal service reports.

vi. An annual access line report.

vii.  Anannual statement of gross intrastate operating revenues for

purposes of calculating assessments for regulatory expenses.

viii.  An annual State Tax Adjustment (“STAS”") computation for
years in which a tax change has occurred, if applicable.’

2. Notwithstanding any other provision of the Public Utility Code (Title
66), the Commission’s regulations or this Plan to the contrary, no other report, audit,
statement, filing or other document or information, except as specified in Part4.C.1.
above, shall be required of the Company, unless the Commission, upon notice to
the Company and an opportunity to be heard, has first made specific written
findings supporting conclusions in an entered order that: (i) the report is necessary
to ensure that the Company is charging rates that are in compliance with Chapter
30 of the Public Utility Code (66 Pa.C.S. §§3011-3019) and its effective alternative
form of regulation; and (ii) the benefits of the report substantially outweigh the
attendant expense and administrative time and effort required of the Company to

prepare it.

*This includes the State Tax Adjustment Surcharge (STAS) tariff filings pursuant to
Commission STAS Guidelines (52 Pa. Code §69.51 et seq.), the State Tax Adjustment Surcharge
Order and the Company's STAS tariff. STAS-related changes shall be excluded from the SPI
calculation. The Company shall serve copies of its STAS filings on OCA, OSBA, and OTS, coincident
with its submission of such filings to the Commission.

-33-



3. Nothing in this Plan shall be construed to impede the ability of the
Commission to require the submission of further information to supportthe accuracy
of or to seek an explanation of the reports specified in Part 4.C.1 above.

D. Other Provisions

1. When an alternative service provider is offering local exchange
telecommunications services within an exchange of the Company, the Company
may reduce its prices on services offered within the exchange below the rates set
forth in its otherwise applicable tariff in order to meet such competition. The
Company may not offset revenue reductions resulting from such competitive pricing
by increasing rates charged to other customers through its Price Stability Plan or
otherwise.

2. The Company shall offer school customers in its service territory that
meet the eligibility standards described in 47 CFR 54.501 (relating to eligibility for
services provided by telecommunications carriers) and that agree to enter into a
minimum three-year contract with the Company for telecommunications services:
i) a 30% discount (or greater discount at the Company's discretion) in the otherwise
applicable tariffed distance sensitive per-mile rate element for available intrastate
broadband services; and ii) waiver of the associated nonrecurring charges, where
the telecommunications service is used for educational purposes and not for the
provision of telecommunications services to the public for compensation. The
discount or waiver shall not be required where application of it to a particular service
would conflict with applicable law. The Company will assist school customers in

applying for E-rate funding under 47 CFR 54.505 (relating to discounts).
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3. The Company, at its discretion, may offer and bill to customers, on
one bill, bundled packages of services, which include nontariffed, competitive,
noncompetitive or protected services, including services of an affiliate, in
combinations and at a single price selected by the Company.

4. The Commission may not require the Company to reduce access"
rates except on a revenue-neutral basis.

5. No person or entity may refuse to pay tariffed access charges for
interexchange services provided by the Company.

6. The Company shall not be required to contribute to either the
Broadband Outreach and Aggregation Fund or the Education Technology Fund, as
established under §§3015(c) and (d) of Act 183 of 2004, 66 Pa.C.S. §§3015(c} and
(d).

E. Term of Plan

1. In the event Chapter 30 is modified or is repealed, the Company may
seek an appropriate modification or revision of the Plan.

2. In the event that any appellate court, federal court, federal agency or
other lawful order causes or has the effect of causing reversal, remand, vacation,
amendment or other modification of any Commission order approving this Plan or

any aspect of the Plan, the Company retains the right to withdraw from the Plan.

14As used in this Plan, the terms “access rates,” “access charges” and similar terms, unless
the context requires otherwise, shall refer to special access service and switched access service. As
used in this Plan, the term "special access service" shall mean service provided by the Company over
dedicated, nonswitched facilities to interexchange telecornmunications carriers or other large volume
users that provides connection between an interexchange felecommunications carrier or private
network and a customer's premises. As used in this Plan, the term "switched access service” shall
mean service that provides for the use of common terminating, switching and trunking facilities of the
Company's public switched network. The term includes, but is not limited to, the rates for local
switching, common and dedicated transport and the carrier charge.
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3. No change may be made to this Plan without the express agreement
of both the Commission and Company. The Company may subsequently petition
the Commission for approval of further modifications to its amended network
modernization plan, which the Commission may grant upon good cause shown.

4, The terms of this Plan shall govern the regulation of the Company
and, consistent with the provisions of this Plan and Chapter 30 of the Public Utitity
Code (66 Pa.C.S. §§ 3011-3019), shall supersede any conflicting provisions of Title
66 or any other laws of the Commonwealth of Pennsylvania and shall specifically
supersede the following provisions of Title 66: All provisions of Chapter 13 (relating
to rates and rate making), other than §1301 (relating to rates to be just and
reasonable), §1302 (relating to tariffs; filing and inspection), §1303 (relating to
adherence to tariffs), §1304 (relating to discrimination in rates), §1305 (relating to
advance payment of rates; interest on deposits), §1309 (relating to rates fixed on

complaint; investigation of costs of production) and §1312 (relating to refunds).

PART 5 - GLOSSARY OF TERMS

Definitions. The following words and phrases when used in this Amended Plan
shall have the meanings given to them in this section unless the context clearly
indicates otherwise:

Access Line - A facility that provides a customer access to the telecommunications
network.

Aggregator Telephone - A telephone which is made available to the transient

public, customers or patrons, including, but not limited to, coin telephones, credit
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card telephones and telephones located in hotels, motels, hospitals and

universities.

Alternative Form of Regqulation - A form of regulation of telecommunications

services other than the traditional rate base/rate of return regulation, including a
streamlined form of regulation, as approved by the Commission.

Alternative Service Provider - An entity that provides Telecommunications
Services in competition with a local exchange telecommunications company.
Bandwidth - The speed at which information is transmitted from point A to point B.
Bit Rate - The speed at which digital signals are transmitted, usually expressed as
bits (b) per second (ps).

Bona Fide Retail Request Program - A program established by a local exchange

telecommunications company pursuant to Section 3014(c) (relating to network
modernization plans).

Broadband_- A communication channel using any technology and having a
bandwidth equal to or greater than 1.544 megabits per second in the downstream
direction and equal to or greater than 128 kilobits per second (kbps) in the upstream
direction.

Broadband Availability - Access to broadband service by a retail telephone

customer.

Broadband Outreach and Aggregation Program - A program established by the
Department of Community and Economic Development pursuant to Section 3014(1)

(relating to network modernization plans).
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Business Attraction or Retention Program - A program established by a local

exchange telecommunications company pursuant to Section 3014(d) (relating to
network modernization plans).

Central Office (CO) - A local exchange telecommunications company switch used

to provide local exchange telecommunications service.

Commission - The Pennsylvania Public Utility Commission.

Community - Those customers of a local exchange telecommunications company
served by an existing or planned remote terminal or, where no remote terminal
exists or is planned, a central office switch.

Competitive Service - A service or business activity determined to be competitive

by the Commission on or prior to December 31, 2003, and a service or business
activity determined or declared to be competitive pursuant to Section 3016 (relating
to competitive services).

Customer - A residential or business subscriber to a company's
telecommunications services.

Customer Premise Equipment (CPE) - Terminal equipment that is connected to
the telephone network, such as telephones and facsimile machines.

Eligible Telecommunications Carrier - A carrier designated by the Pennsylvania

Public Utility Commission pursuant to 47 CFR 54.201 (relating to definition of
eligible telecommunications carriers, generally) or successor regulation, as eligible
to receive support from the Federal Universal Service Fund.

Eligible Telecommunications Customer - A customer of an eligible

telecommunications carrier who qualifies for Lifeline service discounts pursuant to
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the requirements of 47 CFR 54.409 (relating to consumer qualification for Lifeline)
or successor regulation.
FCC - The Federal Communications Commission.

Gross Domestic Product Price Index (GDP-PI} - The GDP-Pl is the measure of

the change in the Chain Weighted market prices of output in the economy as
prepared by the United States Department of Commerce and published in the
Survey of Current Business, or its successor.

Health Care Facility - The term shall have the same meaning given to it in the act

of July 19, 1979 (P.L.130, No.48), known as the Health Care Facilities Act.

Inflation Offset - The part of the price change formula in the price stability

mechanism that reflects an offset to the gross domestic product price index or
SUCCessor price index.

Interexchange Services - The transmission of interLATA or intraLATA toll
messages or data outside the local calling area.

Interexchange Telecommunications Carrier - A carrier other than a local
exchange telecommunications company authorized by the Commission to provide
interexchange services.

Kilobits per second (Kbps) - A transmission speed of 1,000 bits of information per
second.

Lifeline Service - A discounted rate local service offering, as defined in 47 CFR

54.401 (relating to Lifeline defined) or successor regulation, but excluding any
offering funded in part by Federal Universal Service Fund Tier Three funding under

47 CFR 54.403 (relating to Lifeline support amount) or successor regulation.
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Link-Up America - The Link-Up America program offers a reduction in the cost of
the connection charge of one telephone line to qualified low-income individuals.
Local Access Transport Area (LATA) - A geographic area in which the Company
may provide telecommunications service.

Local Exchange Telecommunications Company {(LEC) - An incumbent carrier

authorized by the Commission to provide local exchange telecommunications
services. The term includes a rural telecommunications carrier and a nonrural
telecommunications carrier.

Local Exchange Telecommunications Service - The transmission of messages

or communications that originate and terminate within a prescribed local calling
area.

Local Loop - The physical component of the network that connects the customer
to the Company's central office switch, i.e., a Dial Tone Line.

Long Run Incremental Cost {LRIC) - The cost the company would incur (save) if
it increases (decreases) the level of production of an existing or new service or
group of services. LRIC consists of costs associated with adjusting future-
production capacities that are causally related to the rate elements being studied.

Megabits per second (mbps) - A transmission speed of 1,000,000 bits of

information per second.
Network Modernjzation Plan - A plan for the deployment of broadband service by
a local exchange telecommunications company under Chapter 30 or any prior law
of this Commonweailth.

Noncompetitive Service - A regulated telecommunications service or business

activity that has not been determined or declared to be competitive
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Nonprotected Service - Any telecommunications service provided by a local

exchange telecommunications company that is not a protected service.

Political Subdivision - Any county, city, borough, incorporated town, township,
municipality, municipal authority or county institution district.

Price Stability Index (PSl) - PSI is an index used to limit or otherwise place a
ceiling on price changes, in the aggregate, for noncompetitive services.

Price Stability Mechanism (PSM) - A formula which may be included in a
Commission-approved alternative form of regulation plan that permits rates for
noncompetitive services to be adjusted upward or downward.

Protected Service - The following telecommunications services provided by alocal

exchange telecommunications company, unless the Commission has determined
the service to be competitive:

(1)  Service provided to residential consumers or business
consumers that is necessary to complete a local exchange call.

(2)  Touch-tone service.
{3) Switched access service.
(4)  Special access service.

(5)  Ordering, installation, restoration and disconnection of these
services.

Remote Terminal - A structure located outside of a central office which houses

electronic equipment and which provides transport for telecommunications services
to and from a central office.

Revenue Neutral - A combination of rate changes that are not designed to produce

any increase or decrease in revenues to the local exchange telecommunications
company.
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Revenue Neutral - A combination of rate changes that are not designed to produce

any increase or decrease in revenues to the local exchange telecommunications
company.

Rural Telecommunications Carrier - A local exchange telecommunications
company that is a rural telephone company as defined in section 3 of the
Telecommunications Act of 1996 (Public Law 104-104, 110 Stat. 56).

Service Price Index (SPI) - An index to be developed for noncompetitive services

and will not be applicable to Competitive Services. The SPI is the cumutative price
change from current and prior years associated with the PSI and tracks these price
changes of noncompetitive services related to the PSI.

Simplified Ratemaking Plan {SRP) - A form of regulation of telecommunications

services other than the traditional rate base/rate of return regulation which sets forth
the principles and procedures applicable to changes in rates for those PTA Small
Company Group members with less than 50,000 access lines not electing to employ
the Price Stability Mechanism under Plan A. The SRP governs changes in rates
which would otherwise be governed by Chapter 13 of the Pennsylvania Public Utility
Code.

Special Access Service - Service provided over dedicated, nonswitched facilities

by local exchange telecommunications companies to interexchange carriers or other
large volume users which provides connection between an interexchange carrier or
private network and a customer's premises.

Switched Access Service - A service which provides for the use of common

terminating, switching and trunking facilities of alocal exchange telecommunications
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company's public switched network. The term includes, but is not limited to, the
rates for local switching, common and dedicated transport and the carrier charge.

Telecommunications Act of 1996 - The Telecommunications Act of 1996 (Public

Law 104-104, 110 Stat. 56).

Telecommunications Carrier - An entity that provides telecommunications

services subject to the jurisdiction of the Commission.

Telecommunications Service - The offering of the transmission of messages or
communications for a fee to the pubilic.

Touch Tone - A central office-based service which permits the origination of calls

through tone-signaling “CPE.”

Universal Broadband Availability - Access to broadband service by each

telephone customer of a local exchange telecommunications company.
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NETWORK MODERNIZATION PLAN

HICKORY TELEF?ITIONE COMPANY
This Network Modernization Plan ("NMP") as originally filed set forth Hickory
Telephone Company’s ("Hickory” or “Company"} commitment to accelerate the
modernization of its network to achieve universal broadband availability within
Hickory's service territory by no later than December 31, 2015. The original NMP
was filed pursuant to Act 67 of 1993, Section 3003 of the Public Utility Code, 66
Pa.C.S. §3003, and Pennsylvania Public Utility Commission ("“Commission”)
Opinions and Orders entered January 20, 2000, March 30, 2000, and December 20,
2000, at Docket Nos, P-00981425, et al. Act 67 was subject to sunset by operation
of law on December 31, 2003. Act 183 of 2004 was signed into law on
November 30, 2004, replacing Act 67. Act 183, Section 3014(b)(1)ii) grants the

Company the option to amend its original NMP as follows:

(i)  The rural telecommunications carrier shall commit to
accelerate 100% broadband availability by December 31, 2008.

Further, Act 183, Section 3014(n)(1) provides:
(n)  Construction.--Nothingin this section shall be construed:
(1)  Asgivingthe Commission the authority to require a local
exchange telecommunications company to provide specific services
or to deploy a specific technology to retail customers seeking
broadband or advanced services.

Consistent with these statutory provisions, the Company hereby elects to

commit to accelerate 100% broadband availability by December 31, 2008,' and

'As used throughout this amended Plan, the term "broadband” shall mean a communication
channel using any technology and having a bandwidth equal to or greater than 1.544 megabits per
second {mbps) in the downstream direction and equal to or greater than 128 kilobits per second
(kbps) in the upstream direction. The term "broadband availability” as used in this amended Plan
shall mean access to broadband service by a retail telephone customer of the Company within ten
{10) business days of request.



amends its NMP accordingly herein. Hickory, consistent with Section 3014(b)(1)(ii),
shall not be required to offer either a Bona Fide Retail Request Program or a
Business Afttraction or Retention Program or otherwise participate in such programs.
The Company may subsequently petition the Commission for approval of further
modification of this amended network modernization plan, which the Commission
may grant upon good cause shown.
A. Broadband Availability

Hickory commits to deploying the technologies necessary to achieve
universal broadband availability (i.e. provision of broadband capability to any retail
telephone customer in the Company's service territory requesting such capability
on ten business days notice to the LEC) by December 31, 2008, as set forth in Act
183, Chapter 30.

The schedule set forth below identifies the Company's commitment to make

broadband available to subscribers, as a percentage of all access lines:

...........................................................................................................................................

Broadband Availability | 06/30/1998 § 12/31/2003 } 12/31/2008 |
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Within 10 business days 1% 100%

Pursuant to Act 183, 66 Pa. C.S. §3014(b)(4), the Company is capable of
deploying, on 10 business days notice, universal broadband in or adjacent to public
rights-of-way abutting all public schools, including administration offices, health care
facilities, and industrial parks in its service territory.

Hickory cannot anticipate what specific technologies might be developed in
the future; therefore, consistent with Section 3014(n)(1), this amended NMP cannot

be viewed as a commitment by the Company to use any specific technology in
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order to provide universal broadband availability. Hickory's first priority is to satisfy
customer demand as it arises and demand may dictate Company deployment of a
customer-preferred broadband technology over other technologies available for use
by the Company. The choice of technology will not impact the Company’s general
commitment to universal broadband availability.

B. Biennial NMP Reports to the Commission

1. Hickory will provide biennial NMP reports as described below and in
the time frames required, to the Commission for the periods ending December 31,
2006 and December 31, 2008.

2. Such biennial report shall be submitted in the form and detail required
by the Commission as of July 1, 2004, unless such reporting requirements are
subsequently reduced by the Commission. The Commission may require the
submission of further information to support the accuracy of or to seek an
explanation of the biennial NMP reports filed by the Company.

3. Under no circumstances shall the Commission compel the public
release of maps or other information describing the actual location of the
Company's facilities.

C. Failure to Provide Universal Broadband Availability by December 31,
2008

1. Utilizing the biennial NMP reports filed with the Commission by the
Company under Part-B.1 and 2 of this amended Network Modernization Plan, the
Commission shall monitor and enforce the Company's compliance with the interim
and final 100% commitments for broadband availability set forth in this amended

Plan. In the event that the Company is found by the Commission, after notice and
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evidentiary hearings held on an expedited basis, to have failed to meet such an
interim or final 100% commitment, then the Commission shall require the Company
to refund to customers in its next price stability filing, should it have elected to shift
to Plan A - Price Stability Mechanism Plan, an amount that is just and reasonable
under the circumstances. Such amount shall not exceed an amount determined by
multiplying the percentage shortfall of the broadband availability commitment on an
access line basis required to be met during the period from the start of the amended
Plan or from the date of the last prior interim commitment, as applicable, times the
increased revenue that was obtained during this period as a result of eliminating the
2% inflation offset in Plan A plus interest calculated under 66 Pa.C.S. §1308(d)
(relating to voluntary changes in rates). Any such refund shall be separate from and
in addition to any civil or other penalties that the Commission may impose on a local
exchange telecommunications company under Chapter 33 of the Public Utility Code
(66 Pa.C.S. §3301 et seq.).
D. Assistance to Political Subdivisions

1. The Company shall make technical assistance available to political
subdivisions located in its service territory that are pursuing the deployment of

additional telecommunications infrastructure or services by the Company.



E. Construction

1. The Company may not be required to provide specific services or to
deploy a specific technology to retail customers seeking broadband or advanced
services.

2. The Company shall be permitted to participate, should it choose to do
so, in joint ventures with other entities in meeting its broadband deployment

commitments under this NMP.
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Schedule A (Page 1 of 2) Year Ended December 31,

HICKORY TELEPHONE COMPANY

Total
Company Intrastate
Actual Pro Forma  Annualized Intrastate  Pro Forma
Line ltem Per Books Adjustments’ Operations  Percent’ Results
_No. _ (@ {b) {c) (d) (e) (f)

1 Qriginal Cost of Plant in Service
2 Less: Depreciation Reserve

3 Net Plant

Additions:

Land/Plant Held for Future Use
Materials and Supplies

Cash Working Capital

~N O G A

Other
Deductions:

8 Accumulated Deferred Income
Taxes

9 Liberalized Depreciation

10 Investment Tax Credit

11 Other

12 Customer Deposits

13 Customer Advances

14 Contribution in Aid of Construction

15 Other

16 Original Cost Measure of Capital



Schedule A (Page 2 of 2) Year Ended December 31, ____
Total
Company Intrastate
Actual Pro Forma Annualized Intrastate Pro Forma
Line Item Per Books Adjustments’  Operations Percent? Resuils
_No. N - ) (b) (c) (d) (e) {f)

17 Operating Revenues®

Operating Expenses:

18 Operating & Maintenance Expense
19 Annual Depreciation

20 Taxes Other than Income

21 State Income-Current

22 Federal Income-Current

23 Deferred Income Taxes

24 Investment Tax Credit (Net)

25  Total Operating Expenses

26  Net Operating Income

Less:
27 Interest (Line 16 x Debt Ratio x
Debt Cost)
28 Preferred Dividend (Line 16 x
Preferred Ratio x Preferred
Cost)

29 Return Available for Common

30 Return on Common Equity Capital -
Total Company

31 Return on Common Equity Capital -

Infrastate
1. Pro forma adjustments would include all plant additions to be completed within 12 months plus all projected annualized
revenue and expense changes during the same period.
2. Company-specific or estimated allocation factors may be employed.
3. Operating revenues reflect revenues from noncompetitive services exclusive of competitive and deregulated service

revenues.




Schedule B (Page 1 of 2) Year Ended December 31,

HICKORY TELEPHONE COMPANY

Total
Company Intrastate
Actual Pro Forma Annualized Intrastate Pro Forma
Line Item Per Books Adjustments'  Operations Percent? Resulls
_No._ . (a) {b) (c} (d) (e) (f}
1 Original Cost of Plant in Service
2 Less: Depreciation Reserve
3 Net Plant
Additions:
4 Land/Plant Held for Future Use
5 Materials and Supplies
6 Cash Working Capital
7 Other
Deductions:
8 Accumulated Deferred Income
Taxes

9 Liberalized Depreciation

10 Investment Tax Credit

11 Other

12 Customer Deposits

13 Customer Advances

14 Contribution in Aid of Construction

15 Other

16 Original Cost Measure of Capital



e ——

Schedule B (Page 2 of 2) Year Ended December 31,
Total
Company Intrastate
Actual Pro Forma Annualized Intrastate Pro Forma
Line ltem Per Books Adjustments'  Operations Percent? Results
No. {a) {b) (c) (d) (e) {f)

17 Operating Revenues®

Operating Expenses:

18 Operating & Maintenance Expense
19 Annual Depreciation

20 Taxes Other than Income

21 State Income-Current

22 Federal income-Current

23 Deferred Income Taxes

24 Investment Tax Credit {Net)

25 Total Operating Expenses

26 Net Operating Income

Less:
27 Interest (Line 16 x Debt Ratio x
Debt Cost)
28 Preferred Dividend (Line 16 x
Preferred Ratio x Preferred
Cost)

29 Return Available for Common

30 Return on Common Equity Capital -
Intrastate

1. Pro forma adjustments would include all plant additions to be completed within 12 months plus all projected annualized
revenue and expense changes during the same period.’

2, Company-specific or estimated allocation factors may be employed.
3. Operating revenues reflect revenues from noncompetitive services exclusive of competitive and deregulated service
revenues.
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Office of Consumer Advocate =

555 Walnut Street
Forum Place, 5" Floor
Harrisburg, PA 17101-1923

\ WIS

Michael L. Swindler

FACLIENTSWiay Rt Compiny CoaltieniChape 30 » 2005 elterstHTC Certiicate of Senvico.wpd
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212 LOCUST STREET S 7
P. O. BOX 9500 “lis,.
i~
HARRISBURGS, MA 17108-9500 {]é
www. llanlaw. com C”"‘fg;‘g l_i).l'Ig‘l';(;MAS
MicnaiL L. SWINDLER { )
FIRM (717} 255-7600
Direct Dial: {717} 255-7609 " ot a5
E-Mail: mswindler@ttanlaw.com FAX [717) 236-B278
March 23, 2005
DOCUN
James J. McNulty, Secretary - L Uj v!E!\{ T
Pennsylvania Public Utility Commission v

Commonwealth Keystone Building
P.O. Box 3265
Harrisburg, PA 17105-3265

FOLDER

In re: Amended Chapter 30 Plan of Hickory Telephone Company
Docket No. P-00981431 F1000

Dear Secretary McNulty:

Pursuantto Commission Secretarial Letter dated March 11, 2005, regarding the Amended
Chapter 30 Plan filed by Hickory Telephone Company (“Company”) on March 4, 2005, enclosed
please find a copy of the Company’s notice to customers.

As stated in the cover letter that accompanied the filing, this customer notice ran by bill
insert in the Company’'s February 8, 2005 bills. The Company has also posted a copy of its
Amended Plan on its website as directed at www.hky.com/recent.php.

Should you have any questions, please do not hesitate to contact me.

Sincerely,

THOMAS, THOMAS, ARMSTRONG & NIESEN

By

Michael L. Swindler

Enclosure

cc. Certificate of Service
Anthony J. Rametta (w/encl.)
Grier Adamson (w/encl.) -

FACLIENTSWIlity\Rural Company Coalition\Chapt 30 - 2005\Letters\050322 Sec., McNulty. Company Filing Letter.wpd



Before the
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Amended Chapter 30 Plan of :  Docket No. P-00981431F1000
Hickory Telephone Company :

CERTIFICATE OF SERVICE

| hereby certify that | have this 23™ day of March, 2005, served a true and
correct copy of the foregoing letter upon the persons listed below by first class mail,

postage prepaid:

Office of Consumer Advocate Office of Small Business Advocate
555 Walnut Street Suite 1102, Commerce Building
Forum Place, 5" Floor 300 North Second Street
Harrisburg, PA 17101-1923 Harrisburg, PA 17101

\uStdly™

Michael L. Swindler
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.' To Our Customers

On November 30, 2004, Act 183 was signed into law to replace Chapter 30 of the Pennsylvania Public Utility Code,

which had expired. Act 183 sets forth options to encourage Pennsylvania’s local exchange telephone carriers, including
Hickory Telephone Company, to accelerate broadband availability throughout their respective service territories.

One option allows the Company to amend its previously approved Chapter 30 Plan for Alternative Regulation and
Network Modernization to commit to accelerate 100% broadband availability by December 31, 2008, rather than by the
end of 2015, as the company is currently obligated to do.

The Company intends to file an amended plan electing that option on or about February 18, 2005, and the Commission

will have 100 days to review the amended plan. Once filed, a copy of the amended plan will be available for review on
the Company’s website at www.hky.com or at the Company’s main office.
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DATE:

SUBJECT:

TO:

FROM:

o comm@MVEALTH OF PENNSYLVANIA

March 9, 2005

P-00981425F1000; P-00981426F 1000,
P-00981427F1000; P-00981431F1000,
P-00981432F 1000; P-00981433F1000;
P-00981435F1000; P-00981436F1000;
P-00981438F1000; P-00981440F1000;

P-00981441F1000 UOCUMEN T
Bureau of Fixed Utility Services FO L D E R

James J. McNulty, Secretaryd

| Armstrong Teiephone Company-PA; Armstrong

Telephone Company-North; Bentleyville Telephone-
Company, Hickory Telephone Company, Lackawaxen
Telephone Company; Laurel Highland Telephone
Company, North-Eastern PA Telephone Company, North
Penn Telephone Company, Palmerton Telephone
Company; Pymatuning independent Telephone Company,
South Caanan Telephone Company, Amended Chapter 30
Plans

On Friday, March 4, 2005, the above-referenced companies
filed their Amended Chapter 30 Plans. On March 7, 2005, copies of
the filing were distributed to your Bureau and to the Law Bureau. An
assignment memo was inadvertently omitted when the copies were
distributed. Therefore, this memo will serve as the formal
assignment of the above-referenced Amended Chapter 30 filings to
your Bureau.

cc: Law Bureau

dat

MAR 09 200



C&MONWEALTH OF PENNSYLVAPLA

Suite 1102, Commerce Building
300 North Second Street
Flarrisburg, Pennsylvania 17101

William R. Lloyd, Jr. (717) 783-2525

Small Business Advocate (717) 783-2831 (FAX)
March 29, 2005

HAND DELIVERED DOCUMENT AGGRE & ”"\5“%
James J. McNulty, Secretary F 0 L D E R : MAR 30 2005

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

P. O. Box 3265

Harrisburg, PA 17105-3265

Re:  Amended Chapter 30 Plan of Hickory Telephone Company
Docket No. P-00981431F1000

Dear Secretary McNulty:

Enclosed for filing are the original and three copies ol the letter/comments on behalf of
the Office of Small Business Advocate (“OSBA™).

The OSBA has reviewed Hickory Telephone Company’s (“Hickory™) Amended
Streamlined Regulation and Network Modernization Plan (“Petition”) filed on March 4, 2005,
under Act 183 of 2004. In its review, the OSBA has not discovered any violation of Act 183 by
Hickory in its Petition.

A copy of this letter has been served on all known parties to this proceeding. A
Certificate of Scrvice to that effect is enclosed.

Sincgrely,

<3
T O
ray AU

TSfeven C. A
Assistant Small Business Advocalte {.i‘ q§‘\
Enclosure ,;:.- ;\}-
cc: Allen Buckalew Tnt "~ _,%}
o
& 15 ,f\}
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BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Amended Strcamlined Regulation and Network
Docket No. P-00981431F1000

Modernization Plan of Hickory Telephone

Company
CERTIFICATE OF SERVICE

I certify that | am serving a copy of the foregoing docuinent on behall of the Office of
Small Business Advocate by c-mail and first class mail upon the persons addressed below:

Michael L. Swindler, Esquire
Thomas, Thomas, Armstrong & Niesen
212 Locust Street, Suite 500

P.O. Box 9500

Harrisburg, PA 17109-9500

(717) 255-7600

(717) 236-8278 (fax)

mswindlerianlaw.com

Bohdan Pankiw, Esquire
Chief Counsel - Law Bureau
Pa. Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105
bpankiw(@state.pa.us

Robert Rosenthal, Director
Bureau of Fixed Utility Services
Pa. Public Utility Commission

P.O. Box 3265
Harrisburg, PA 17105
rrosenthal@@state. pa.us

Date: March 29, 2005

[rwin A. Popowsky
Consumer Advocate
Office of Consumer Advocate

555 Walnut Street 5th FLL Forum Place
Harrisburg, PA 17101-1923

(717) 783-5048

(717) 783-7152

spopowsk vigpaoca.org

Johnnie E. Simms, Dircctor
Office of Trial StalT

Pa. Public Utility Commission
P.O. Box 3205

Harrisburg, PA 17105

(717) 787-1976

(717) 772-2677 (fax)

josimms()stale.pa.us

Janet Tuzinski, Teclecom Manager
Burcau of Fixed Utility Services
Pa. Public Utility Commission

P.O. Box 3265
Harrisburg, PA 17105

jtuzinski@astale. pa,us
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cven C. Gray
Assistant Small Business Advocate
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SUITE S00
212 LoCusT STREET
P. O, Box 9500

FIARRISBURG, PA 17108-9500
CHARLES E. THOMAS

REGINA L. MATZ www. ltanlaw. com
Direct Dial: (717) 255-7622 FIRM (717) 255-7600 BTL (1913 - 1998)
E-Mail: rmatz@itanlaw.com FAX (717) 23G-B278 ~ o -
May 19, 2005 P3 %:P_ >3
= i 7
VIA HAND DELIVERY = = )
2 2
§ " (V8 :__'_l
James J. McNulty, Secretary D O { } ME NT e
Pennsyivania Public Utility Commission s o e
Commonwealth Keystone Building r J L D E R A
P.O. Box 3265 o~ —

Harrisburg, PA 17105-3265
Hickory Telephone Company Amended Chapter 30 Plan

Re: i
Docket No, P-00981431F1000

Dear Secretary McNulty:
Pursuant to discussions with Commission Staff, specifically the Bureau of Fixed Utility Services and
Law Bureau, enclosed is a new clean copy of the Amended Chapter 30 Plan filed by Hickory Telephone

Company on March 4, 2005, at the above docket, containing revised pages 6, 7, 8, 11, 31, 33 and 38
These revised pages reflect changes to the Amended Plan requested by Staff and agreed to by the

Company.
A complete clean copy of the Amended Plan, including a revised Table of Contents, is provided as

a courtesy and because some of the requested changes altered page breaks within the Plan. No changes
were made on pages other than those identified above, and only those changes requested by Staff were

made. These changes are made contingent on approval of the Amended Plan
Please feel free to contact the undersigned at your convenience should you have any questions

or comments.
Respectfully submitted,
TTHOMAS, ARMSTRONG & NIESEN

THOMAS;
By oﬁi{jwu(’j/ //(L /%/

Regmé L. Matz

Enclosures
Certificate of Service

ce:
Anthony Rametta, FUS (w/encl.)

FACLIENTS\Uliliy\Rural Company CoalitomiChapl 30 - 2005\Act 183 Amended Ch. 30 Filings\Amended NMPs\Leliers\050519 McNulty HTC.wpd
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AMENDED STREAMLINED FORM OF REGULATION
AND
NETWORK MODERNIZATION PLAN
OF
HICKORY TELEPHONE COMPANY

This Chapter 30 Plan was filed pursuant to the Pennsylvania Public Utility
. Commission Opinions and Orders entered January 20, 2000, March 30, 2000, and
December 20, 2000, at Docket Nos. P-00981425, et al., and is amended in
accordance.with Section 3014 of Act 183 of 2004.

Dated: June 30, 2000, as modified January 22, 2001, as amended March 4, 2005
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INTRODUCTION

This Plan was filed by Hickory Telephone Company (“Company”) pursuant
to Act 67 of 1993, Section 3006 of the Public Utility Code, 66 Pa.C.S. §3006, and
Pennsylvania Public Utllity Commission (*Commission”) Opinions and Orders
entered January 20, 2000, and March 30, 2000, at Docket Nos. P-00981425, et al.,
and is amended herein pursuant to Act 183 of 2004

Chapter 30 of the Public Utility Code was originally signed into law on July 8,
1993. See Act 67, P.L. 456 ("Act 67"), codified at 66 Pa.C.S. §§3001-3009 . Act
67 sunsetted by operation of law on December 31, 2003. Act 183 of 2004

(hereinafter referred to as "Act 183" or "Chapter 30"} was signed into law on

November 30, 2004, to replace Act 67, and codified at 66 Pa.C.S. §3011-3019. The
primary goal of Chapter 30 as newly enacted is to accelerate further the deployment
of a universally available "broadband" telecommunications network throughout
Pennsylvania. In order to achieve the deployment of a broadband network, Chapter
30, as amended, provides an opportunity for the continuation of alternative and
streamlined regulation with the opportunity to accelerate the deployment of the
Company's broadband n-etwork.

Section 3003 of Act 67, 66 Pa.C.S. §3003, specifically authorized local
exchange carriers to petition for approval of an alternative form of regulation:

(a)  Petition.--When a local exchange telecommunications
company seeks to be regulated under an alternative form of

"in an effort to ctarify what terms of the Company’s existing Chapter 30 Plan remain in effect
and which are superceded by Act 183, the Company has amended both its Streamlined Regulation
and Network Modernization Plans herein to comport with Act 183. Seclion 3015(h} of Act 183,
however, deems the Company's Sireamlined Regulation Plan amended upon approval of the
amended NMP. In the event of any oversight, the terms of Act 183 control.

1-
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regulation, it shall submit to the commission a petition requesting the
alternative form of regulation. In the petition, the company shall
submit its proposal and supporting data for an alternative form of
regulation. The petition shall also identify all competitive services
which the local exchange telecommunications company proposes at
that time.

Smaller local exchange carriers, including the Company, serving less than
50,000 access lines were permitted to petition for a streamlined form of regulation.
See Act 67, 66 Pa.C.S. §3006. Section 3006(a) set forth the parameters of
streamlined regulation as follows:

The streamlined form of rate regulation shall be designed to decrease

regulatory delays and costs and may include, but is not limited to, use

of an index formula, price stability plan, zone of rate freedom or a

combination thereof. The streamlined form of rate regulation may be

proposed to revise or decrease notice periods, suspension periods

and other procedures currently required by Chapter 13 (relating to

rates and rate making) consistent with due process requirements.

66 Pa.C.S. §3006(a) (footnote omitted).

Act 67 required that a network modernization plan be included as part of an

alternative or streamlined regulatién petition under which each local exchange
carrier ("LEC") was required to commit to universal broadband availability including
“converting 100% of its interoffice and distribution telecommunications network to
broadband capability by Decemb;er 31,2015." 66 Pa.C.S. §3003(b)(1). Also, Act
67 permitted LECs to request adetermination and classification that certain services
or other business activities offered were competitive. 66 Pa.C.S. §3005. Services
determined to be competitive were no longer subject to Commission regulation
uniess expressly provided for in Act 67. 66 Pa.C.S. §3009(f).

Consistent therewith, this Plan for Sireamlined Regulation satisfied the

requirements of Section 3006 and the Commission Opinions and Orders entered
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January 20, 2000, and March 30, 2000, at Docket No. P-00981431. This Plan, as
originally approved (and as amended herein}, contains the following five parts,
which are interrelated and dependent upon one another:

Part 1 The “Network Modernization Plan” as amended sets forth the
Company's commitment to provide universal broadband
availability by December 31, 2008.

Part 2 The “Competitive Services Deregulation Plan” provides for the
deregulation of the prices and eamings of competitive
services, but preserves the Commission's authority over the
quality of those services. In addition, the Competitive Services
Deregulation Plan contains safeguards to protect competitors
from potential abuses and to insulate basic ratepayers from the
economic risk of competitive services.

Part 3 The Price Stability Plans, Plan A and Plan B, govern rate

| changes for noncompetitive services for the duration of the
respective Plan. They also constrain noncompetitive service
price changes and provide for interim tariff rate adjustments.

Part 4 The section entitled "Additional Commitments and Other
Terms" describes the Company’'s ongoing obligations and
commitments regarding service and regulatory reporting
requirements.

Part 5 This section, Glossary of Terms, contains a glossary which

defines terms used in connection with this Plan.
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‘Act 183 provides the Company options for the amendment of this Plan.

Section 3014(b)(1)(ii) provides the Company the following amendment option:

(i)  The rural telecommunications carrier shall commit to
accelerate 100% broadband availability by December 31, 2008.

Pursuant to this option, this Plan, as amended, sets forth the Company's
commitment to accelerate 100% broadband availability by December 31, 2008, and
amends the Company's Chapter 30 Plan consistent with the provisions of Act 183.

This Plan has b2en amended to be and has been found by the Commission

to be compliant with Act 183 of 2004, 66 Pa.C.S. §§3011-3019.
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PART 1 - NETWORK MODERNIZATION PLAN
The amended Network Modernization Plan ("NMP™"), which is set forth in
Appendix A hereto, sets forth the Company's commitment to accelerate the

modernization of its network, leading to full development of universai broadband

availability by December 31, 2008.

PART 2 - COMPETITIVE SERVICES DEREGULATION PLAN

The Company’s Competitive Services Dereguiation Plan ("CSP”) provides
for the price and earnings deregulation of services found by the Commission to be
competitive or declared by the Company to be competitive in accordance with
Chapter 30. Certain services have already been deregulated or declared under this
Plan to be competitive.

A, Competitive Services

1. The following services were deregulated and so continue: Interstate
Billing & Collection, Customer Premise Equipment, Inside Wire and Voice Mail.

2. Directory Advertising has been classified as a competitive service.
Directory Advertising service has already met all of the preexisting criteria necessary

for a determination that the service is competitive and was deemed competitive for

similarly situated markets.

3. Competitive services shall not be regulated on any basis whatsoever
other than quality of service, including as to rates, tolls, charges, rate structures,
rate base, rate of return or earnings. The Commission will retain its existing
authority over competitive services for the purpose of service quality standards only

as contained in 52 Pa. Code that address the safety, adequacy, reliability and

-5-
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privacy of telecommunications services and the ordering, installation, suspension,
termination and restoration of any telecommunications service. Any review or
revision shall take into consideration the emergence of new industry participants,
technological advancements, service standards, and consumer demand.

4. . The Company may price competitive services at its discretion. Tariffs
shall not be required by the Commission for competitive services. Atits option, the
Company may tariff the rates, subject to rules and regulations applicable to the
provision of competitive services. The Commission may require the Company to
maintain price lists with the Commission applicable to its competitive services. Price
changes that are filed in the Company's tariff for competitive services will go into
effect on a one-day notice.

5. The Company may petition the Commission for a determination of
whether a protected or retail noncompetitive service or other business activity in its
service territory or a particular geographic area or exchange or group of exchanges
within its service territory is competitive based on the demonstrated availability of
like or substitute services or other business activities provided or offered by
alternative service providers. The Commission, after notice and hearing, shall enter
an order granting or denying the petition within 60 days of the filing date, or within
150 days of filing date where a protest is timely filed, or the petition shall be deemed
granted. The Company shall serve a copy of its petition on the Office of Consumer

Advacate ("OCA"), the Office of Small Business Advocate ("OSBA") and each of the

parties to the Commission's proceeding in which the Company's Network
“Modernization Plan that was in effect on December 31, 2003 was approved by the

Commission. In making its determination, the Commission shall consider all

-6-




relevant information submitted to it, including the availability of like or substitute
services or other business activities, and shall limit its determination to the service
territory or the particular geographic area or exchange or group of exchanges in
which the service or other business activity has been proved to be competitive. The
burden of proving that a protected or retail noncompetitive service or other business
activity is competitive rests on the Company. In the event that the Commission
declares a service to be competitive in another company's Chapter 30 proceeding
or subsequent filing, such declaration shall then also be applied as a rebuttable
presumption in any proceeding filed by the Company requesting that the same or
similar service be declared competitive under Chapter 30, so long as the markets
are substantially similar.

6. Notwithstanding the provisions of Part 2.A.5. of this Plan, the
Company may declare any retail nonprotected service as competitive by filing a
declaration with the Commission and serving it on the OCA, OSBA and each of the
parties 1o the Commission's proceeding in which the Company's Network
Modernization Plan that was in effect on December 31, 2003 was approved by the
Commission, provided that the Company may not use this declaration process for
any service that the Commission previously has reclassified as noncompetitive
under either Part 2.A.7. of this Plan or prior law. A declaration of a retail
nonprotected service as competitive shall be effective upon filing by the Company
with the Commission.

7. A party may petition the Commission for a determination of whether
a service or other business activity previously determined or declared to be

competitive is noncompetitive. The Commission, after notice and hearing, shall

-7-
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enter an order deciding the petition within 60 days of the filing date or 90 days of the
filing date where a protest is timely filed, or the petition shall be approved. The
petitioner shall serve a copy of the petition on the Company, serving it on the OCA,
OSBA and each of the parties to the Commission's proceeding in which the
Company's Network Modernization Plan that was in effect on December 31, 2003
was approved by the Commission. In making its determination, the Commission
shall consider all relevant information submitted to it, including the availability of like
or substitute services or other business activities, and shall limit its determination
to the particular geographic area, exchange or density celi in which the service or
other business activity has been proved to be noncompetitive. The burden of
proving that a competitive service or other business activity should be reclassified
as noncompetitive rests on the party seeking the reclassification. If the Commission
reclassifies a service or other business activity as noncompetitive, the Commission
shall determine a just and reasonable rate for the reclassified service or business
activity in accordance with 66 Pa.C.S. §1301 (relating to rates to be just and
reasonable).

B. Statutory Protections

1. The Company shall meet the requirements of Chapter 30 with respect
to services deemed competitive, i.e. 66 Pa.C.S. §3016.

2. The Company shall not use revenues earned or expenses incurred in

conjunction with noncompetitive services to subsidize competitive services. This

provision shall not be construed to prevent its marketing and billing of packages

containing both noncompetitive and competitive services to customers. 66 Pa.C.S.




§3016(f)(1) and (2). Therefore, this Plan is in compliance with the requirements of
Chapter 30.

3. The price that the Company charges for competitive services shall not
be less than the costs to provide the services. 66 Pa.C.S. §3016(d){1). The
Company may use comparable cost studies presented by larger or other telephone
companies in order to comply with any applicable competitive costing and pricing
safeguards to the extent that such requirements apply.

C. Compliance

1. Formal challenge to the Company’s compliance with the provisions of
the CSP may be made through separate complaint procedures. Any competitor or
other party who believes the Company has violated any of the provisions of this

CSP may file a complaint with the Commission.

PART 3 - PRICE STABILITY PLANS FOR NONCOMPETITIVE SERVICES

The Price Stability Plans ("PSPs") set forth the principles and procedures
applicable to changes in the Company’s rates which would otherwise be governed
by the ratemaking methodology set forth in Chapter 13 of the Pennsylvania Public .
Utility Code. Plan A is a Price Stability Mechanism ("PSM")} and Plan B is a
Simplified Ratemaking Plan ("SRP”). Plan B vﬁll apply to the Company until such
time as the Company elects to switch to Plan A pursuant to Part B.(A)9 ("Plan A
Election™).

Nothing in these Plans shall be construed to limit the requirement of 66
Pa.C.S. §1301 that rates shall be just and reasonable. The annual rate change

limitations set forth in the Company's Plan and any other Commission-approved

Q-



annual rate change limitation shall remain applicable and shall be deemed just and
reasonable under §1301.
PLAN A - PRICE STABILITY MECHANISM PLAN

A.(A) Price Stability Mechanism (PS| and SPI)

1. The Price Stability Mechanism (“PSM”"), designated herein as Plan A,
shall apply to the Company only following a Plan A Election. Plan A will be based
upon the Company's rates in effect on the date the Company makes a Plan A
Election.

2. The Price Stability Index ("PSI") under the PSM determines the
allowable change (increase or decrease} in rates for noncompetitive services based
upon the annual change in the Gross Domestic Product Price Index ("GDP-PI), as
calculated by the United States Department of Commerce. Changes based upon
this formula are then cumulatively tracked using the Service Price Index ("SPI").
Plan A also addresses rate rebalancing, rate restructuring and the introduction of
new services.

3. Plan A will be the exclusive basis upon which the Company’s
noncompetitive rates will be regulated once the Company makes a Plan A Election.
Al tariff filings for noncompetitive services are subject to review under the terms of
this Plan. Chapter 13, Sections 1301 through 1305, inclusive, 1309 and 1312 of the
Public Utility Code (the "Code") remain applicable under the provisions of the Plan.
All other provisions of the Code, other laws of the Commonwealth, or regulations
in conflict with this Plan are hereby superseded.

4. Annually, the Company will calculate the new PSI, which will include

the added impact of exogenous events, according to the following methodology:

-10-
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PSI, = PSl,, (1 + % A GDP-PI - X % Z)

which comprises the “PSM formula,” where:

EPS, i The new index that determines the maximum prices for the noncompetitive service ! E
: category based on the cumulative changes in the price cap index for the current
i twelve month period.

PSl,., : The current index that determines the current maximum prices for the i :
: noncompetltwe service category based on the cumulative changes in the price cap
: index for the previous twelve month period.”

orsrts e rins AL L e ;

%4 GDP- Pl | The percentage change in the Gross Domestic Product - Price Index based on a :
: quarter ending not more than eight months prior to the advance nolice date of the
i new annual tariff and the corresponding quarler of the previous year,

IO Oy VS e it SOt OSSO SO crerrmenns g

i X ! 0% inflation offset

Frvternsemnnar i sassanens b bt i

i The effect of any exogenous events. Exogenous events are positive or negatlve
changes in the Company's revenues or expenses as defined in the Plan.

In no event shall the PSI,, excluding the impact of exogenous events, be less than
the PSI calculated as of the effective date of the PSM.

If the Department of Commerce should cease or alter the reporting of the
GDP-PI during the term of the Plan, then, subject to Commission approval, the
Company will substitute an alternative index and make any adjustments to the

formula necessary to replicate the current formula as closely as possible.

5. The SPI is an index that represents the current level of prices

including price changes from the current and prior years associated with the PSI
and tracks the price changes for noncompetitive services related to the PSi. No
Company proposed SPI may exceed, on a total intrastate basis, the PSI
accumulated after the effective date of Plan A, except as otherwise expressly
provided in this Plan A {e.g., exogenous events). As of the effective date of Plan

A, the PSI and SPI equal 100.

*The PSI applies to the sum of effective rates (and units of demand) which were realized
during the previous twelve month period,
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6. The SPI shall be computed according to the following methodology:

SPl, =8Pl [} V, (P/P. )]

Where:
SPl, = The proposed new SPI value.
SPl, = The current SPI value as of the last approved -
Lariff filing.
P, = The proposed price for rate element "i.”
P, = The current price for rate element "i."
V, = The current estimated revenue weight for rate element “i”

calculated as the ratio of the base period demand for the rate
element “/" priced at the existing rate, to the base period demand
for all noncompetitive services priced at existing rates.

When a new service is incorporated into the index calculations pursuant to Section
A.(C) hereof, the demand for the new service during the base period must be
included in determining the weights to be used in calculating the SPI.

7. If the Company elects not fo 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. The Company may not bank
decreases, but may offset increases with decreases for banking purposes. The
Company will not, however, attempt to recover any revenues foregone as a result
of deferring the increase in prices.

8. On or before the anniversary date of Plan A (or the closest
Commission working day thereafter) and annually thereafter, the Company shall file
with the Commission a PSI and SPI Report. Each such annual filing may be

accompanied by tariffs to implement any required or authorized rate changes.
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9. The proposed tariff(s)} accompanying the PSl| and SPi Reports, if any,
shall become effective within 30 days of filing (unless otherwise provided herein)
and shall be deemed Commission-made rates. Upon a successful complaint, rates
may change prospectively only. The Commission shall review the tariff rate change
proposals to determine whether they comply with the criteria set forth in Section
A.(D) below. If the Commission determines that the Company's rate proposals do
not comply with this criteria, then the Commission may order the Company to
modify them to be in compliance. If the Company's proposals comply with this
criteria, then the Commission shall approve them.

10.  The Company shall provide fifteen (15) days advance notice of filing
to the Commission, which shall generally describe the anticipated filing.> Any and
all interventions or complaints shall be due within fifteen (15) days after the initial
filing. The initial filing by the Company shall include a full explanation of all reasons
for such filing, including work papers. Responses to interrogatories shall be due
within fifteen (15) days of service. Twenty (20) days after the filing date, any and
all comments by intervenors in support of or in opposition to the filing are due to be
filed at the Commission. Responses to such comments may be filed by the
Company within fifteen (15) days thereafter. A Commission Order must be entered
within sixty (60) days of the filing (or such other time as may be otherwise provided
herein), otherwise the tariff(s) shall become effective as filed. The Company may

extend the 60-day period to permit time for the ADR mediation process. Such rates

*This notice may be provided to the public by the Company through billing insert, bill message
or separately mailed notice. Notice will also be served upon the OCA, OSBA, OTS and any other
Chapter 30 party, as identified by the Commission Secretary. The notice will be similar in nature to
that described in 52 Pa.Code §53.45 for a general rate case.
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shall be deemed Commission-made. This procedure, as specified in this
paragraph, is hereinafter referred to as the "75-day procedure." An additional
fifteen (15) days shall be provided to allow time for hearings, if specifically
requested by the OCA, the OTS, the OSBA, a customer, or any other party to the
Chapter 30 proceeding at Docket No. P-00981425, et al., made at the time of
complaint or intervention. In addition, if the proposed impact of the filing on local
service rates for residential one-party service is an increase greater than $3.50 per
month, then the additional allowance of time for hearings shall be 45 calendar days,
rather than 15 calendar days.*

11. Except as otherwise noted, any changes or events within the
Company's control are excluded as exogenous events. Notwithstanding any other
limitation specified herein, the Company, OTS, OCA, OSBA, or other parties in
interest may request the Commission to make special revenue adjustments beyond
the scope of the PSI to recognize exogenous events (*Z"), including but not limited
to the following:

a. jurisdictional shifts in cost recovery where interstate revenues
or costs actually change;

b. subsequent regulatory and legislative changes (state & federal)
which affect revenues and/or costs, to the extent not captured
in GDP-PI; and

C. unigue changes in the telephone industry which are not

reflected in the overall inflation factor as measured by GDP-PI
and are outside the Company’s control.

“The term “local service” is identical to the set of services generically defined as “universal
services” by the Commission, including calling within a local area, touch tone and access to
emergency services. The rates for such local services to which the $3.50 is applicable include afi
associated charges, such as basic local service, extended area service, touch tone, mileage, rate
bands, measured local calling and similar rate elements. Restructuring of various rates within the
residential class, (e.g., roli-in of mileage charges into basic local service rates) shall not be included
in the calculation of the $3.50 increase for purposes of this sub-part.
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The institution of a universal service type fund in Pennsylvania and any
requirement that the Company participate as a contributor and/or a recipient shall
be a qualifying exogenous event to the extent the Company is either a net
contributor to or net recipient from such fund. Conversion of the Company from A
average schedule settlements to a cost-based or other format shall be qualifying
exogenous events. Any changes to Generally Accepted Accounting Principles
("GAAP") that are reflected as changes in regulatory accounting requirements for
cost determination and ratemaking purposes that will result in cost changes are an
exogenous event. Other examples of exogenous events include the implementation
of number portability and IntraLATA presubscription.® Exogenous revenue events
shall be flowed through on a dollar-for-dollar basts, utilizing the most recent per
book revenue levels, without any investigation or review of earnings. Exogenous
expense events shall be flowed through dollar-for-dollar on the basis of review of
that single expense item for which an exogenous event is sought without any
investigation or review of earnings, utilizing the most recent per book level of such
expense. Results shall be adjusted to recognize the impact of any related taxes.
The "75-day procedure,” as recited above in paragraph 10, shall apply to such
exogenous events.

12.  Anyrevenue shortfall or cost incurred, including administrative costs,
less other related revenue increase/cost decreases, if any, associated with a
Commission-mandated implementation of new calling scope services such as EAS

or extension of basic local exchange services may be recovered by the Company

5see paragraph 13, infra.
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at the time of implementing any extended calling scope service or additional basic
local exchange service. This same treatment shall also apply to new Optional
Calling Plans.

13.  In connection with the implementation of intraLATA presubscription,
the Company shall be permitted to recover related incrementai costs as defined by
the Commission at Docket No. 1-00940034 and in accordance with the methodology
set forth in the Global Order. Any revenues received therefrom shall not be
included in the calculation of PS! or SPI. Further, the Company will also abide with
any Commission policy established regarding toll imputation in the design of its
intraLATA toll rates. However, the Company shall not be required to pass any
imputation test, unless all toll carriers operating in the same serving area agree or
are required to comply with the exact imputation test for its serving area as may be
imposed on the Company.

14.  The Telecommunications Act of 1996 ("TA-96") was signed into law
on February 8, 1996, and is being implemented over time. The regulatory and
market changes which will result from TA-86 and applicable regulations have not
been incorporated into Plan A. Nothing herein shall be construed to preclude the
Company from fully and completely exercising its rights under the Act, which rights
are preserved.

15. . Should the Company experience a loss of revenue so that its
commitment for its Network Modernization Plan is jeopardized, the Company may
petition the Commission for appropriate and timely relief under the "75-day
procedure.” The Company shall notify the Commission and Chapter 30 parties at

Docket No. P-00981425, et al., of such circumstances prior to filing the petition.
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A.(B) Rate Restructuring and Rebalancing

1. In addition to the annual PSM filing, the Company under Plan A may
file tariffs proposing to rebalance and/or restructure rates for noncompetitive
services. The Company may implement only one rate restructuring/rebalancing
filing in the same calendar year which affects residential and small business rates
(3 lines or less), exclusive of changes made pursuant to the PSM formula and
exogenous events not reflected therein.®

2. The Company may also propose tariff rate changes to implement the
results of Commission Orders involving generic industry issues.

3. The Commission shall review the tariff proposais to determine that
they are within the limits as set forth in Section A.(D) below. If the Commission
determines that the Company's rate proposals are not within this criteria, then the
Commission may order the Company to modify them to produce a tariff which does
not exceed this criteria. [f the tariff proposals are within these criteria, then the
Commission shall approve them.

4. The "75-day procedure” shall apply to all PSM, exogenous events and
restructuring and rebalancing filings, with the allowance of time to permit ADR
mediation and an additional 15 calendar days to allow time for hearings, if
specifically requested by the OTS, OCA, OSBA, a customer, or Chapter 30 party
at Docket No. P-00981425, et al., made at the time of complaint or intervention.
Further provided, in the event that the proposed impact of such rate restructuring

and rebalancing filing on local services rates for residential one-party service is an

5The Company retains the right to make changes in intralATA toll rates and services
pursvant to the Commission Order entered December 14, 1995, at Docket No. [-00940034.
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increase greater than $3.50 per month, then the additional allowance of time shall
be 45 calendar days, rather than 15 calendar days.” Reductions in residential and
small business rates may be initiated more often by the Company. Tariff filings
involving a limited number of services with the intent of packaging/restructuring the
services may be made. The prices of the packaging/restructuring wilt not exceed
in total the individual service prices of the services comprising those packages.
Reductions in residential and small business rates and limited services tariff filings
shall become effective on one (1) day’s notice to the Commission.

A.(C) New Services

1. The Company may introduce new services at any time.

2. If a new service is offered which falls within the definition of "protected
services,” then the "75-day procedure” shall apply. Protected services are as
follows:, unless the Commission has determined the service to be competitive:

a. Service provided to residential consumers or business
consumers that is necessary to complete alocal exchange call;

b. Touch-tone service,
C. Switched access service;
d. Special access service; and
e. Ordc_aring, installation restoration and disconnection of these
services.
3. Any new service which is not a "protected” service shall become

effective upon one (1) day’s notice to the Commission.

"The term "local service" as used in this part is as set forth in footnote 4, supra.
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4. Revenues from new services shall be included in the calculation of the
PSI and SPI, beginning with the first annual PSM filing after the new service has
been in effect for one year.
A.(D} Consumer Protections
1. All rate changes proposed either under the PSM formula, including
exogenous events, or under the rate restructuring and rebalancing provisions of this
Plan shall be approved if just and reasonable and if a proposed tariff does not
cause one of the following to occur and is otherwise in compliance with this Plan A:
a. The SPI is not greater than the PSI; and
b. The proposed changes to basic, local rates for both residential
and small business customers (three (3) lines or less), by any
combination of filings, will not cause an increase in the rates in
existence at the end of the preceding year greater than $3.50
per month.®
2. Pursuant to the Global Order entered September 30, 1999, the
Commission instituted a transitional universal service funding mechanism, i.e. the
Pennsylvania USF, with a projected termination date of December 31, 2003. During
the pendency of the Pennsylvania USF, the Company retains the right to change
and rebalance its intrastate rates in accordance with Plan A, and if such rates are
found by the Commission to be just and reasonable, they shall be permitted to

become effective. Further, should the new rates exceed the $16.00 monthly

residential ceiling established in the Global Order for the duration of the

Pennsylvania USF, the Company is permitted to recover the revenue difference

arising from application of the Global Order rate ceilings from the Pennsylvania

%This cap shall not be applicable where a generic Commission Order requires changes in the
Company's rate design and causes a rate increase which exceeds the cap,
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USF. By Order entered July 15, 2003; at Docket No. M-00021596, et al., the
Commission approved madifications to the Global Order including a continuation of
the USF and an increase of the $16.00 residential cap to $18.00.

A.([E) Complaints

1. Complaints under Section 1309 of the Public Utility Code against
existing rates may be filed only if such rates fail to comply with the terms of this
Plan. Section 1309 shall be the exclusive basis for filing complaints against existing
rates and such a complaint may be sustained only if such existing rates do not
comply with the terms of this Plan A. In proceedings under this part, the burden of
proof shall be upon the complainant to show, by a preponderance of the evidence,
that the rates are not just and reasonable under Section 1308. Further, the
Commission shall retain the authority to issue complaints or investigations to assure
a Company's compliance with this Plan, with the burden of proof resting with the
Company.

2. A formal complaint to deny rate changes for noncompetitive services,
unless signed by at least 20 customers of the rural telecommunications carrier, shall
not prevent implementation of the rate changes pending the adjudication of the
formal complaint by the Commission.

PLAN B - SIMPLIFIED RATEMAKING PLAN

B.(A) Simplified Ratemaking Methodology

1. The Simplified Ratemaking Plan ("SRP"), designated herein as Plan
B, sets forth the principles and procedures applicable to changes in rates for the
Company until such time as it elects to employ Plan A. Like Plan A, the SRP

governs changes in rates which would otherwise be governed by the ratemaking
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methodology set forth in Chapter 13 of the Pennsylvania Public Utility Code. The
SRP also addresses rate rebalancing, rate restructuring and the introduction of new
services.

2. The SRP is a substitution of "traditional" rate base/rate of return
regulation and is the exclusive basis upon which the Company's noncompetitive
rates will be regulated on and after the date of Commission approval of this Plan.
All tariff filings for noncompetitive services are subject to review under the terms of
this Plan B. Chapter 13, Sections 1301 through 1305, inclusive, 1309 and 1312, of
the Code remain applicable under the provisions of the Plan. All other provisions
of the Code, other laws of the Commonwealth, or regulations in conflict with this
Plan B are hereby superseded. The Company may elect, on or before May 1* (or
the closest Commission working day thereafter) of any year, to switch to Plan A.
Once the Company makes such election, it may not revert to Plan B.

3. The SRP is based upon the Company’s noncompetitive rates in effect
on the approval date of the Plan, which rates are just, reasonable, nondiscriminatory
and otherwise fully in compliance with all Pennsylvania laws.

4. The Company may, following the effective date of this Plan, file tariffs
making increases, decreases and changes in its noncompetitive rates subject to the
following conditions and procedures (hereinafter "Simplified Rate Filing"):

a. If the Company is an average schedule company, a Simplified
Rate Filing seeking increased revenues may only be filed if its
total company return on common equity capital does not
exceed its cost of common equity capital based upon
applicable marketplace standards not limited to a Discounted

Cash Flow ("DCF") analysis, as calculated employing the
procedure set forth in Schedule A hereto.
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b. If the Company is a cost-based company, a Simplified Rate
Filing seeking increased revenues may only be filed if its
jurisdictional return on common equity capital does not exceed
its cost of common equity capital based upon applicable
marketplace standards not limited to a DCF analysis, as

calculated employing the procedure set forth in Schedule B
hereto.

c. Noncompetitive rates are only subject to an excess earnings
complaint or other challenge if the Company's jurisdictional
earnings as calculated using the applicable procedure set forth
in Schedule A or B result in a return on jurisdictional common
equity capital in excess of its cost of common equity capital as
calculated above. Upon a successful complaint or other
challenge, rates may change prospectively only.

d. The Company may, in lieu of seeking increased revenues
under the Simplified Rate Filing procedure, file revenue neutral
rate changes to its noncompetitive rates for restructuring/
rebalancing purposes.

e. The Company shall provide twenty (20) days advance notice
of a Simplified Rate Filing to the Commission, which generally
describes the proposed rate changes.’ :

f. The rates proposed in any Simplified Rate Filing shall be filed
to be effective on forty-five (45) days notice. Any and all
interventions or complaints shall be due within ten (10) days of
such filing with no formal answer in response thereto required.
A Simplified Rate Filing seeking increased revenues shall
include either Schedule A or B adjusted to reflect the
annualized impact of the rate changes together with all
applicable workpapers and an Executive Overview setting forth
a full explanation of the rate changes. A revenue neutral
Simplified Rate Filing shall include schedules detailing the
annualized revenue impact of the rate changes together with
all applicable workpapers and an Executive Overview setting
forth a full explanation of the rate changes.

a. Data requests/interrogatories (including subparts) addressing
the Simplified Rate Filing, which will be limited to fifty (50) per
party, must be served on the Company within twenty-five (25)

%As to the requirements of this notice, see footnote 2 herein.
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days of the filing with responses due within twelve (12)
business days of receipt.'

The proposed rate changes shall become effective on the 45"
day if no investigation is instituted by the Commission.

Should a formal complaint be filed or investigation instituted
with respect to a Simplified Rate Filing seeking additional
revenues in excess of 5% of the Company's total annual
revenues from noncompetitive services, the following
procedure will apply, to the extent possible, beginning with the
date of the filing: (i) an Alternative Dispute Resolution ("ADR")
session will be held on the 45" day and (ii) if a settlement
petition is not filed within thirty (30) days of the commencement
of ADR, a prehearing conference before an administrative law
judge will be conducted as quickly as possible thereafter, the
Company's direct testimony will be due on or before the 90™
day, complainant/intervenor testimony due on or before the
100" day, rebuttal testimony will be due on or before the 110"
day, evidentiary hearings held on or before the 115" and 116"
days, summary comments limited to twenty (20) pages of
argument will be due on or before the 130" day, reply
comments limited to fifteen (15) pages of argument will be due
on or before the 140" day, and the recommended decision will
be issued on or before the 160" day. (This procedure may be
changed upon stipuiation of the parties.) The Commission’s
final opinion and order must be entered within seven (7)
months of the date of the filing.

With respect to a revenue neutral Simplified Rate Filing or a
Simplified Rate Filing proposing an annual increase in
revenues from noncompetitive services of 5% or less subject
to a qualifying complaint or investigation, the ADR process as
previously described shall be pursued. If a settlement petition
is not filed within thirty {30) days of the commencement of
ADR, comments of the respective parties limited to twenty (20)
pages of argument shall be filed within forty-five (45) days of
the commencement of ADR and reply comments limited to
fifteen (15) pages of argument within fifty-five (65) days. A
Commission order must be entered within 125 days of the date
of the filing.

Reductions in residential and small business rates may be
initiated by the Company at any time outside of the SRP with
appropriate supporting calculations. Tariff filings involving a

100bjections to discovery requests will he due within five (5) days of receipt.
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limited number of services with the intent of
packaging/restructuring the services may be made. The prices
of the packaging/restructuring will not exceed in total the
individual service prices of the services comprising those
packages. Reductions in residential and small business rates
and limited services tariff filings shall become effective on one
(1) day’s notice to the Commission.

The Company shall be permitted at any time to file proposed
tariff changes with the Commission, effective 45 days after
filing, setting forth miscellaneous changes, including increases
and decreases, in rates for noncompetitive services, excluding
basic residential and business rates, provided such rate
changes do not increase the Company's annual intrastate
revenues by more than 3%. The Commission tariff filing
requirements and review associated with such proposed rate
changes shall be limited to schedules submitted by the
Company detailing the impact of the rate changes on the
Company's annual intrastate revenues.

A formal complaint to deny rate changes for noncompetitive
services, unless signed by at least 20 customers of the rural
telecommunications carrier, shall not prevent implementation
of the rate changes pending the adjudication of the formal
complaint by the Commission.

Any revenue shortfall or expense incurred, including administrative

costs, less other related revenue increases/cost decreases, if any, associated with

a Commission-mandated implementation of new calling scope services such as

EAS or extension of basic local exchange services may be recovered by the

Company at the time of implementing any extended calling scope service or

additional basic local exchange service. This same treatment shall also apply to

new Optional Calling Plans.

In connection with the implementation of IntraLATA presubscription,

the Company shall be permitted to make a tariff filing outside of the SRP process

to recover related incremental costs as defined by the Commission at Docket No.

[-00940034 and in accordance with the methodology set forth in the Global Order.

-24-



Further, the Company will also abide with any Commission policy established
regarding toll imputation in the design of its intraLATA toll rates. However, the
Company shall not be required to pass any imputation test, unless all toll carriers
operating in the same service area agree or are required to comply with the exact
imputation test for its serving area as may be imposed on the Company.

7. The regulatory and market changes which will result from TA-96 and
applicable regulations have not been incorporated into this Plan B. Nothing herein
shall be construed to preclude the Company from fully and completely exercising
its rights under TA-96, which rights are preserved.

8. The Company may also propose tariff rate changes to implement the
results of Commission Orders involving generic industry issues.

9. The Company may, on or before May 1% (or the closest Commission
working day thereafter) of any subsequent year, shift to Plan A with the index under
the PSM set at 100 based upon the Company's existing rates at the time of the shift.
The Company making such election must provide the Commission, OTS, OCA and
OSBA advance notice thereof forty-five (45) days prior to such Plan A filing. Once
the Company shifts to Plan A it may not return to Plan B.

B.(B) Exogenous Events

1. In addition to any SRP filing, the Company, OTS, OCA, OSBA or other
parties in interest may request that the Commission make rate changes to reflect
specific revenue adjustments at any time to recognize exogenous events as
previously defined in Plan A herein.

2. The procedure applicable to revenue neutral SRP filings shall apply

to any request to reflect an exogenous event.
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B.(C) Commission-Made Rates

1. All rates established pursuant to the SRP shall be deemed
Commission-made rates.

B.(D) New Services

1. The Company may introduce new services at any time.

2. If a new service is offered which falls within the definition of "protected
services," as previously defined in Plan A, the procedure applicable to a revenue
neutral Simplified Rate Filing shall apply.

3. Any new service which is not a "protected" service shall become
effective upon one (1) day's notice to the Commission.

4, Revenues from new services shall be included in any subsequent SRP
filing after the new service has been in effect for one year.

B.(E) Consumer Protections

1. All rate increase filings seeking rates calculated to produce an
increase in annual revenues of 5% or more under the SRP procedure shall be
approved if the rates do not produce a return on total company common equity
capital for average schedule companies and a return on jurisdictional common
equity capital for cost based companies in excess of the Company’s cost of
common equity capital as determined consistent with Section B.(A), Paragraphs
4(a) and (b) herein and are otherwise in compliance with this Plan B.

2. All revenue neutral rate changes under the Simplified Ratemaking
Ptan formula, including exogenous events, shall be approved if the proposed
changes to basic, local rates for both residential and small business customers

(three (3} lines or less), by any combination of filings, are just and reasonable and
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will not cause an increase in the rates in existence at the end of the preceding year
greater than $3.50 per month."

3. Pursuant to the Global Order entered September 30, 1999, the
Commission instituted a transitional universal service funding mechanism, i.e. the
* Pennsylvania USF, with a projected termination date of December 31, 2003. During
the pendency of the Pennsylvania USF, the Company retains the right to change
and rebalance its intrastate rates in accordance with Plan B, and if such rates are
found by the Commission to be just and reasonable, they shall be permitted to
become effective. Further, should the new rates exceed the $16.00 monthly
residential rate ceiling and applicable business rate ceiling established in the Giobal
Order for the duration of the Pennsylvania USF, the Company is permitted to
recover the revenue difference arising from the application of the Global Order rate
ceilings from the Pennsylvania USF. By Order entered July 15, 2003, at Docket No.
M-00021596, et al., the Commission approved modifications to the Global Order
including a continuation of the USF and an increase of the $16.00 residential cap
to $18.00.

4. The Commission shall retain the authority to review the
reasonableness of any rate(s) for any specific services based upon Sections 1301

and 1304 criteria, 66 Pa.C.S. §§1301 and 1304.

" This cap shall not be applicable where a generic Cominission order requires changes in
the Company's rate design and causes a rate increase which exceeds the cap.
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B.(F) Complaints

1. Complaints under Section 1309 of the Public Utility Code against
existing rates may be filed only if such rates fail to comply with the terms of this
Plan. Section 1309 shall be the exclusive basis for filing complaints against existing
rates and such a complaint may be sustained only if such existing rates do not
comply with the terms of this Plan. In proceedings under this part, the burden of
proof shall be upon the complainant to show, by a preponderance of the evidence,
that the rates are not just and reasonable under Section 1309, Further, the

Commission shall retain the authority to issue complaints or investigations to assure

a Company's compliance with this Plan, with the burden of proof resting with the

Company.

PART 4 - ADDITIONAL COMMITMENTS AND OTHER TERMS

A. Lifeline Service; Universal Service; Enhanced Services for the
Disabled
1. The Company shall implement a revised lifeline program for qualifying

low-income residential customers. All eligible telecommunications customers who
subscribe to lifeline service shall be permitted to sut;)scribe to any number of other
eligible telecommunications carrier telecommunications services at the tariffed rates
for such services; however, the Commission’'s regulations at 52 Pa. Code §64.01
et seq. relating to suspension and termination of residential telephone service shall
‘ continue to be applicable. Whenever a prospective customer seeks to subscribe
to local exchange telecommunications service, the Company shall explicitly advise

the customer of the availability of lifeline service and shall make reasonable efforts,
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where appropriate, to determine whether the customer qualifies for such service
and, if so, whether the customer wishes to subscribe to the service. The Company
shall inform existing customers of the availability of lifeline service twice annually by
bill insert or message. The notice shall be conspicuous and shall provide
appropriate éligibility, benefits and contact information for customers who wish to
learn of the lifeline service subscription requirements. The Company shall not be
required to provide, after November 30, 2004, any new lifeline service discount that
is not fully subsidized by the federal universal service fund.

2. The Company offers "Link Up America,” a program designed to
promote universal service by providing a discount on service connection charges
for qualified low income customers.

3. The Company shall be fully qualified to participate as a recipientin any
universal service program instituted by this Commission. Neither any feature in this
Plan nor any rule or regulation under Chapter 30 shall disqualify it from full
participation in any Pennsylvania universal service program.

B. Ongoing Regulatory Requirements

1. All services provided by the Company within. the jurisdiction of the
Commission are still subject to all provisions of the Public Utility Code regarding
safety, adequacy and reliability of telecommunications services, 66 Pa.C.S. §1501,
and the additional powers and duties of the Commission, 66 Pa.C.S. §3019.

2. The Company will continue to monitor service quality in compliance
with Commission regulations in Chapter 63 unless in conflict with this Plan or Act

183. 52 Pa. Code §63.1, et seq.
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3. The Company shall continue to comply with Chapter 64 of the
Commission's regulations as amended from time to time unless in conflict with this
Plan or Act 183. 52 Pa. Code §64.1 et seq.

4, The Extended Area Service regulations established by the
Commission at 52 Pa. Code §63.71 et seq., shall continue to be applicable to the
Company, with the exception of conducting the biennial traffic usage studies, unless
in conflict with this Plan or Act 183. The requirement to prepare such studies shall
be suspended until the Commission issues regulations or guidelines as to how to
conduct more accurate traffic usage studies. The Company’s current traffic usage
studies from 1997 shall continue to be utilized. The Commission may, on a case-
by-case basis, direct that a more current traffic usage study be conducted if, in a
formal complaint proceeding, it is determined that a strong community of interest
has been demonstrated. The Company will comply with any modifications to the
existing EAS regulations as ordered from time to time by the Commission.

5. The Commission retains its authority to audit the accounting and
reporting systems of the Company relating to its transactions with affiliates pursuant
to Chapter 21 of the Public Utility Code, 66 Pa.C.S. §2101 et seq. The Company
shall file affiliated interest and affiliated transaction agreements unless such
agreements involve services declared to be competitive. The filings shall constitute
notice to the Commission only and shall not require approval by the Commission.

6. Approval of this Plan shall not operate in any way to foreclose the
Company from exercising any of their options pursuant to the subsequent

enactment or modification of federal or state law. Moreover, approval of this Plan
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shall not preclude the Company from filing a petition seeking modifications of the
Plan.

7. Should the Commission authorize local exchange service competitors
to operate in the Company's service territory aﬁd utilize its bundled or unbundled
network elements or services under interconnection terms and conditions that do
not provide fully compensatory cost recovery, including embedded cost levels, the
Company may file a petition seeking Commission approval to alter provisions
contained in its Network Modernization Plan. Prior to filing said petition, the
Company shall notify the Commission and Chapter 30 parties at Docket No.
P—0098i425. et al.

8. The Company is an exempt rural telephone company for purposes of
Section 251(f)(1) of TA-86. Upon the filing of this Amended Plan reflecting the
Company's commitment to accelerate broadband deployment pursuant to 66
Pa.C.S. §3014(b)(1), based upon the material change arising from the Company's
acceleration of deployment from 2015 to 2008 and pursuant to Act 183, the
Company is granted a suspension of Section 251(c)(2) [interconnection], (3)
[unbundled access), (4) [discounted resale], (5) [notice of changes], and (6)
[collocation] obligations under the Telecommunications Act of 1996 consistent with
TA-96. This suspension of obligations shall expire December 31, 2008, unless
extended by the Commission. Should the Commission, following a hearing,
determine that the rural telecommunications carrier has failed to timely meet its
commitments pursuant to this paragraph, the suspension of obligations shall expire
upon entry of the Commission Order making such determination. Expiration of the

suspension of obligations shall not impact the rural telephone company exemption
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of the rural telecommunications carrier under Section 251(f)(1) of the
Telecommunications Act of 1996.

9. In the event that the Company under Plan A effects a change to either
its depreciation expenses or depreciation reserves, Commission approval shall not
be required. However, in the event of the reinstitution of any form of rate base/rate
of return regulation, any impact of such changes on depreciation expense or
reserve which occur during the period of the operation of this Plan shall be captured
and recognized as a debit (or credit) in the ratemaking formula.

10. The Commission has authority to condition the sale, merger,
acquisition or other transaction required to be approved under Section 1102(a)(3),
66 Pa.C.S. §1102(a)(3), of the Company or any facilities used to provide
telecommunications services to ensure that there is no reduction in the advanced
service or broadband deployment obligations for the affected property or facilities.

C. Reporting Requirements

1. The Commission's filing and audit requirements for the Company shall
be limited to the following:

i. The Biennial Network Modernization Plan Report filed pursuant .
}DolaFr’]arts B.1 and 2 of the Amended Network Modernization

i, An annual financial report consisting of a balance sheet and
income statement.

il. An annual deaf, speech-impaired and hearing-impaired relay
information report.

iv. An annual service report.
V. Universal service reports.

vi. An annual access line report.
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vii.  Anannual statement of gross intrastate operating revenues for
purposes of calculating assessments for requlatory expenses.

viii.  An annual State Tax Adjustment ("STAS") computation for
years in which a tax change has occurred, if applicable."

2. Notwithstanding any other provision of the Public Utility Code (Title 66)
to the contrary, no report, statement, filing or other document or information, except
as specified in Part 4.C.1. above, shall be required of the Company, unless the
Commission, upon notice to the Company and an opportunity to be heard, has first
made specific written findings supporting conclusions in an entered order that: (i)
the report is necessary to ensure that the Company is charging rates that are in

compliance with Chapter 30 of the Public Utility Code (66 Pa.C.S. §§3011-3019)

and its effective alternative form of regulation; and (ii) the benefits of the report
substantially outweigh the attendant expense and administrative time and effort
required of the Company to prepare it.

3. Nothing in this Plan shall be construed to impede the ability of the
Commission to require the submission of further information to support the accuracy
of or to seek an explanation of the reports specified in Part 4.C.1 above.

D. Other Provisions

1. When an alternative service provider is offering local exchange
telecommunications services within an exchange of the Company, the Company
‘ may reduce its prices on services offered within the exchange below the rates set

forth in its otherwise applicable tariff in order to meet such competition. The

Commission STAS Guidelines (52 Pa. Code §69.51 el seq.), the State Tax Adjustment Surcharge
Order and the Company's STAS tariff. STAS-related changes shall be excluded from the SPI
calculation. The Company shall serve copies of its STAS filings on QCA, OSBA, and QOTS, coincident
with its submission of such filings to the Commission.

o

2This includes the State Tax Adjustment Surcharge (STAS) tariff filings pursuant to
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Company may not offset revenue reductions resulting from such competitive pricing
by increasing rates charged to other customers through its Price Stability Plan or
otherwise.

2. The Company shall offer school customers in its service territory that
meet the eligibility standards described in 47 CFR 54.501 {relating to eligibility for
services provided by telecommunications carriers) and that agree to enter into a
minimum three-year contract with the Company for telecommunications services:
i} a 30% discount (or greater discount at the Company's discretion) in the otherwise
applicable tariffed distance sensitive per-mile rate element for available intrastate
broadband services; and ii) waiver of the associated nonrecurring charges, where
the telecommunications service is used for educational purposes and not for the
provision of telecommunications services to the public for compensation. The
discount or waiver shall not be required where application of it to a particular service
would conflict with applicable law. The Company will assist school customers in
applying for E-rate funding under 47 CFR 54.505 (relating to discounts).

3. The Company, at its discretion, may offer and bill to customers, on
one bill, bundled packages of services, which include nontariffed, competitive,
noncompetitive or protected services, including services of an affiliate, in

combinations and at a single price selected by the Company.
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4. The Commission may not require the Company to reduce access'?
rates except on a revenue-neutral basis.

5. No person or entity may refuse to pay tariffed access charges for
interexchange services provided by the Company.

6. The Company shall not be required to contribute to either the
Broadband Outreach and Aggregation Fund or the Education Technology Fund, as
established under §§3015(c) and (d) of Act 183 of 2004, 66 Pa.C.S. §§3015(c) and
(d).

E. Term of Plan

1. In the event Chapter 30 is modified or is repealed, the Company may
seek an appropriate modification or revision of the Plan.

2. In the event that any appellate court, federal court, federal agency or
other lawful order causes or has the effect of causing reversal, remand, vacation,
amendment or other modification of any Commission order approving this Plan or
any aspect of the Plan, the Company retains the right to withdraw from the Plan.

3. No change may be made to this Plan without the express agreement
of both the Commission and Company. The Company may subsequently petition
the Commission for approval of further modifications to its amended network

modernization plan, which the Commission may grant upon good cause shown.

As used in this Plan, the terms “access rates,” “access charges” and similar terms, unless
the context requires otherwise, shall refer lo special access service and switched access service. As
used in this Plan, the term "special access service" shall mean service provided by the Company over
dedicated, nonswitched facilities to interexchange telecommunications carriers or other large volume
users that provides connection between an interexchange telecommunications carrier or private
network and a customer's premises. As used in this Plan, the lerm "switched access service” shall
mean service that provides for the use of common terminating, switching and trunking facilities of the
Company's public switched network. The term includes, but is not limited to, the rates for local
switching, common and dedicated transport and the carrier charge.
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4. The terms of this Plan shall govern the regulation of the Company
and, consistent with the provisions of this Plan and Chapter 30 of the Public Utility
Code (66 Pa.C.S. §§ 3011-3019), shall supersede any conflicting provisions of Title
66 or any other laws of the Commonwealth of Pennsylvania and shall specifically
supersede the following provisions of Titie 66: All provisions of Chapter 13 (relating
to rates and rate making), other than §1301 (relating to rates to be just and
reasonable), §1302 (relating to tariffs; filing and inspection), §1303 (relating to
adherence to tariffs), §1304 (relating to discrimination in rates), §1305 (relating to
advance payment of rates; interest on deposits), §1309 (relating to rates fixed on

complaint; investigation of costs of production) and §1312 (relating to refunds).

PART 5 - GLOSSARY OF TERMS

Definitions. The following words and phrases when used in this Amended Plan
shall have the meanings given to them in this section unless the context clearly
indicates otherwise:

Access Line - A facility that provides a customer access to the telecommunications
network.

Aggregator Telephone - A telephone which is made available to the transient

public, customers or patrons, including, but not limited to, coin telephones, credit
card telephones and telephones located in hotels, motels, hospitals and
universities,

Alternative Form of Regulation - A form of regulation of telecommunications

services other than the traditional rate base/rate of return reguiation, including a

streamlined form of regulation, as approved by the Commission.
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Alternative Service Provider - An entity that provides Telecommunications

Services in competition with a local exchange telecommunications company.
Bandwidth - The speed at which information is transmitted from point A to point B.
Bit Rate - The speed at which digita! signals are transmitted, usually expressed as
bits (b) per second (ps).

Bona Fide Retail Request Program - A program established by a local exchange

telecommunications company pursuant to Section 3014(c) (refating to network
modernization plans).

Broadband - A communication channel using any technology and having a
bandwidth equal to or greater than 1.544 megabits per second in the downstream
direction and equal to or greater than 128 kilobits per second (kbps) in the upstream
direction.

Broadband Availability - Access to broadband service by a retail telephone

customer.

Broadband Outreach and Aggregation Program - A program established by the

Department of Community and Economic Development pursuant to Section 3014(1}
(relating to network modernization plans).

Business Attraction or Retention Program - A program established by a local

exchange telecommunications company pursuant to Section 3014(d) (relating to
network modernization plans).

Central Office (CO} - A local exchange telecommunications company switch used
to provide local exchange telecommunications service.

Commission - The Pennsyivania Public Utility Commission.
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Community - Those customers of a local exchange telecommunications company
served by an existing or planned remote terminal or, where no remote terminal
exists or is planned, a central office switch.

Competitive Service - A service or business activity determined to be competitive

by the Commission on or prior to December 31, 2003, and a service or business
activity determined or declared to be competitive pursuant to Section 3016 (relating
to competitive services).

Customer - A residential or business subscriber to a company's
telecommunications services.

Customer Premise Equipment (CPE) - Terminal equipment that is connected to
the telephone network, such as telephones and facsimile machines.

Eligible Telecommunications Carrier - A carrier designated by the Pennsylvania
Public Utility Commission pursuant to 47 CFR 54.201 (relating to definition of
eligible telecommunications carriers, generally) or successor regulation, as eligible
to receive support from the Federal Universal Service Fund.

Eligible Telecommunications Customer - A customer of an eligible
telecommunications carrier who qualifies for Lifeline service discounts pursuant to
the requirements of 47 CFR 54.409 (relating to consumer qualification for Lifeline}
or successor regulation.

FCC - The Federal Communications Commission.

Gross Domestic Product Price Index (GDP-PI) - The GDP-PI is the measure of
the change in the market prices of outputin the economy as prepared by the United
States Department of Commerce and published in the Survey of Current Business,
or its successor.
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Health Care Facility - The term shail have the same meaning given to it in the act

of July 19, 1979 (P.L.130, No.48), known as the Health Care Facilities Act.

Inflation Offset - The part of the price change formula in the price stability

mechanism that reflects an offset to the gross domestic product price index or
SUCCEesSsor price index.

Interexchange Services - The transmission of interLATA or intraLATA toll

messages or data outside the local calling area.

Interexchange Telecommunications Carrier - A carrier other than a local
exchange telecommunications company authorized by the Commission to provide
interexchange services.

Kilobits per second (Kbps) - A transmission speed of 1,000 bits of information per
second.

Lifeline Service - A discounted rate local service offering, as defined in 47 CFR

54.401 (relating to Lifeline defined) or successor regulation, but excluding any
offering funded in part by Federal Universal Service Fund Tier Three funding under
47 CFR 54.403 (relating to Lifeline support amount) or successor regulation.

Link-Up America - The Link-Up America program offers a reduction in the cost of

the connection charge of one telephone line to qualified low-income individuals.

Local Access Transport Area (LATA) - A geographic area in which the Company

may provide telecommunications service.

Local Exchange Telecommunications Company (LEC]) - An incumbent carrier

authorized by the Commission to provide local exchange telecommunications
services. The term includes a rural telecommunications carrier and a nonrural
telecommunications carrier.
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Local Exchange Telecommunications Service - The transmission of messages

or communications that originate and terminate within a prescribed local calling
area.

Local Loop - The physical component of the network that connects the customer
to the Company’s central office switch, i.e., a Dial Tone Line.

Long Run Incremental Cost (LRIC) - The cost the company would incur (save) if

it increases (decreases) the level of production of an existing or new service or
group of services. LRIC consists of costs associated with adjusting future-
production capacities that are causally related to the rate elements being studied.
Megabits per second {mbps} - A transmission speed of 1,000,000 bits of
information per second.

Network Modernization Plan - A plan for the deployment of broadband service by

a local exchange telecommunications company under Chapter 30 or any prior law
of this Commonwealth.

Noncompetitive Service - A regulated telecommunications service or business
activity that has not been determined or declared to be competitive

Nonprotected Service - Any telecommunications service provided by a local

exchange telecommunications company that is not a protected service.

Political Subdivision - Any county, city, borough, incorporated toWn, township,

municipality, municipal authority or county institution district.

Price Stability Index (PSI) - PSI is an index used to limit or otherwise place a

ceiling on price changes, in the aggregate, for noncompetitive services.
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Price Stability Mechanism (PSM) - A formula which may be included in a

Commission-approved alternative form of regulation plan that permits rates for
noncompetitive services to be adjusted upward or downward.

Protected Service - The following telecommunications services provided by a local

exchange telecommunications company, unless the Commission has determined

the service to be competitive:

(1)  Service provided to residential consumers or business
consumers that is necessary to complete a local exchange call.

(2)  Touch-tone service.
(3) Switched access service.
(4)  Special access service.

(5) Ordering, installation, restoration and disconnection of these
services.

Remote Terminal - A structure located outside of a central office which houses

electronic equipment and which provides transport for telecommunications services
to and from a central office.

Revenue Neutral - A combination of rate changes that are not designed to produce

any increase or decrease in revenues to the local exchange telecommunications
company.

Rural Telecommunications Carrier - A local exchange telecommunications

company that is a rural telephone company as defined in section 3 of the
Telecommunications Act of 1996 (Public Law 104-104, 110 Stat. 56).

Service Price Index (SPI) - An index to be developed for noncompetitive services

and will not be applicable to Competitive Services. The SPI is the cumulative price
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change from current and prior years associated with the PSI and tracks these price
changes of noncompetitive services related to the PSI.

Simplified Ratemaking Plan_ (SRP) - A form of regulation of telecommunications

services otherthan the traditional rate base/rate of return regulation which sets forth
the principles and procedures applicable to changes in rates for those PTA Small
Company Group members with less than 50,000 access lines not electing to employ
the Price Stability Mechanism under Plan A. The SRP governs changes in rates
which would otherwise be governed by Chapter 13 of the Pennsylvania Public Utility
Code.

Special Access Service - Service provided over dedicated, nonswitched facilities
by local exchange telecommunications companies to interexchange carriers or other
large volume users which provides connection between an interexchange carrier or
private network and a customer's premises.

Switched Access Service - A service which provides for the use of common
terminating, switching and trunking facilities of a local exchange telecommunications
company's public switched network. The term includes, but is not limited to, the
rates for local switching, common and dedicated transport and the carrier charge.

Telecommunications Act of 1996 - The Telecommunications Act of 1996 (Public

Law 104-104, 110 Stat. 56).

Telecommunications Carrier - An entity that provides telecommunications

services subject to the jurisdiction of the Commission.
Telecommunications Service - The offering of the transmission of messages or

communications for a fee to the public.
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Touch Tone - A central office-based service which permits the origination of calls

through tone-signaling “CPE."

Universal Broadband Availability - Access to broadband service by each

telephone customer of a local exchange telecommunications company.
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NETWORK MODERNIZATION PLAN

HICKORY TELEI;):IONE COMPANY
This Network Modernization Plan ("NMP") as originally filed set forth Hickory
Telephone Company’s ("Hickory” or “Company") commitment to accelerate the
modernization of its neMork to achieve universal broadband availability within
Hickory's service territory by no later than December 31, 2015. The original NMP
was filed pursuant to Act 67 of 1993, Section 3003 of the Public Utility Code, 66
Pa.C.S. §3003, and Pennsylvania Public Utility Commission (“Commission”)
Opinions and Orders entered January 20, 2000, March 30, 2000, and December 20,
2000, at Docket Nos. P-00981425, et al. Act 67 was subject to sunset by operation
of law on December 31, 2003. Act 183 of 2004 was signed into law on
November 30, 2004, replacing Act 67. Act 183, Section 3014(b)(1)(ii) grants the

Company the option to amend its original NMP as follows:

(iiy  The rural telecommunications carrier shall commit to
accelerate 100% broadband availability by December 31, 2008.

Further, Act 183, Section 3014(n)(1) provides:
(n)  Construction.--Nothing in this section shall be construed:
(1)  Asgivingthe Commission the authority to require a local
exchange telecommunications company to provide specific services
or to deploy a specific technology to retail customers seeking
broadband or advanced services.

Consistent with these statutory provisions, the Company hereby elects to

commit to accelerate 100% broadband availability by December 31, 2008," and

'As used throughout this amended Plan, the term "broadband” shall mean a communication
channel using any technology and having a bandwidth equal to or greater than 1.544 megabits per
second (mbps) in the downstreamn direction and equal to or greater than 128 kilobits per second
(kbps) in the upstream direction. The term “broadband availability” as used in this amended Plan
shall mean access to broadband service by a retail telephone customer of the Company within ten
(10} business days of request.




amends its NMP accordingly herein. Hickory, consistent with Section 3014(b)(1 )(ii),
shall not be required to offer either a Bona Fide Retail Request Program or a
Business Attraction or Retention Program or otherwise participate in such programs.
The Company may subsequently petition the Commission for approval of further
modification of this amended network modernization plan, which the Commission
may grant upon good cause shown.
A Broadband Availability

Hickory commits to deploying the technologies necessary to achieve
universal broadband availability (i.e. provision of broadband capability to any retail
telephone customer in the Company’s service territory requesting such capability
on ten business days notice to the LEC) by December 31, 2008, as set forth in Act
183, Chapter 30.

The schedule set forth below identifies the Company's commitment to make

broadband available to subscribers, as a percentage of all access lines:

Broadband Availabilty i 06/30/1098 i 12/31/2003 { 12/31/2008

T T L T T YT T T L LAY PRV TR LT N T L L L L L LT Ty Y e e T LT Y T PR PR T Y TP T TS TLL ] 5

| Within 10 business days § 1% § 10% i 100%

..........................

Pursuant to Act 183, 66 Pa. C.S. §3014(b)(4), the Company is capable of
deploying, on 10 business days notice, universal broadband in or adjacent to public
rights-of-way abutting all public schools, including administration offices, health care
facilities, and industrial parks in its service territory.

Hickory cannot anticipate what specific technologies might be developed in
the future; therefore, consistent with Section 3014(n)(1), this amended NMP cannot

be viewed as a commitment by the Company to use any specific technology in
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order to provide universal broadband availability. Hickory’'s first priority is to satisfy
customer demand as it arises and demand may dictate Company deployment of a
customer-preferred broadband technology over other technologies available for use
by the Company. The choice of technology will not impact the Company’s general
commitment to universal broadband availability.

B. Biennial NMP Reports to the Commission

1. Hickory will provide bienniai NMP reports as described below and in
the time frames required, to the Commission for the periods ending December 31,
2006 and December 31, 2008.

2. Such biennial report shall be submitted in the form and detail required
by the Commission as of July 1, 2004, unless such reporting requirements are
subsequently reduced by the Commission. The Commission may require the
submission of further information to support the accuracy of or to seek an
explanation of the biennial NMP reports filed by the Company.

3. Under no circumstances shall the Commission compel the public
release of maps or other information describing the actual location of the
Company’s facilities.

C. Failure to Provide Universal Broadband Availability by December 31,
2008

1. Utilizing the biennial NMP reports filed with the Commission by the
Company under Part B.1 and 2 of this amended Network Modernization Plan, the
Commission shall monitor and enforce the Company’s compliance with the interim
and final 100% commitments for broadband availability set forth in this amended

Plan. In the event that the Cdmpany is found by the Commission, after notice and

-3-




evidentiary hearings held on an expedited basis, to have failed to meet such an
interim or final 100% commitment, then the Commission shall require the Company
to refund to customers in its next price stability filing, should it have elected to shift
to Plan A - Price Stability Mechanism Plan, an amount that is just and reasonable
under the circumstances. Such amount shall not exceed an amount determined by
muitiplying the percentage shortfall of the broadband availability commitment on an
access line basis required to be met during the period from the start of the amended
Plan or from the date of the last prior interim commitment, as applicable, times the
increased revenue that was obtained during this period as a result of eliminating the
2% inflation offset in Plan A plus interest calculated under 66 Pa.C.S. §1308(d)
(relating to voluntary changes in rates). Any such refund shall be separate from and
in addition to any civil or other penalties that the Commission may impose on alocal
exchange telecommunications company under Chaptér 33 of the Public Utility Code
(66 Pa.C.S. §3301 et seq.).
D. Assistance to Political Subdivisions

1. The Company shall make technical assistance available to political
subdivisions located in its service territory that are pursuing the deployment of

additional telecommunications infrastructure or services by the Company.




E. Construction

1. The Company may not be required to provide specific services or to
deploy a specific technology to retail customers seeking broadband or advanced
services. |

2. The Company shall be permitted to participate, should it choose to do
so, in joint ventures with other entities in meeting its broadband deployment

commitments under this NMP.
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Schedule A (Page 1 of 2) Year Ended December 31,

HICKORY TELEPHONE COMPANY

Total
Company Intrastate
Actual Pro Forma Annualized  Intrastate Pro Forma
Line item Per Books  Adjustments’ Operations  Percent’ Resuits
No. R ) B (b) () (d} (e) {f)

1 Original Cost of Plant in Service
2 Less: Depreciation Reserve

3 Net Plant

Additions:

Land/Plant Held for Future Use
Materials and Supplies

Cash Working Capital

~N ® O b

Other
Deductions:

8 Accumulated Deferred Income
Taxes

9 Liberalized Depreciation

10 Investment Tax Credit

11 Other

12 Customer Deposits

13 Customer Advances

14 Contribution in Aid of Construction

15 Other

16 Original Cost Measure of Capital



Schedule A (Page 2 of 2) Year Ended December 31, __
Total
Company Intrastate
Actual Pro Forma Annualized Intrastate Pro Forma
Line Item Per Books  Adjustments' Operations  Percent? Results
No. {a) {b) (c) {d) {e) (f)

17  Operating Revenues?

Operating Expenses:
18 Operating & Maintenance Expense
19 Annual Depreciation
20  Taxes Other than Income
21 State Income-Current
22 Federal Income-Current
23 Deferred Income Taxes
24 Investment Tax Credit (Net)
25  Total Operating Expenses
26 Net Operating Income

Less:
27 Interest (Line 16 x Debt Ratio x
Debt Cost)
28 Preferred Dividend (Line 16 x
Preferred Ratio x Preferred
Cost)

29 Return Available for Common

30  Return on Common Equity Capital -
Total Company

31 Return on Common Equity Capital -
Intrastate

1. Proforma adjustments would include all plant additions to be completed within 12 months plus all projected annualized
revenue and expense changes during the same period.

2. Company-specific or estimated allocation factors may be employed.

3. Operaling revenues reflect revenues from noncompetitive services exclusive of competitive and deregulated service
revenues.




Schedule B (Page 1 of 2)

Line

No.

~N o s

16

HICKORY TELEPHONE COMPANY

ltem
(@
Original Cost of Plant in Service
Less: Depreciation Reserve
Net Plant
Additions:
Land/Plant Held for Future Use
Materials and Supplies
Cash Working Capital
Other
Deductions:

Accumulated Deferred Income
Taxes

Liberalized Depreciation
Investment Tax Credit

Other

Customer Deposits

Customer Advances

Contribution in Aid of Construction

Other

Original Cost Measure of Capital

Year Ended December 31,

Total
Company Intrastate
Actual Pro Forma Annualized Intrastate Pro Forma
Per Books  Adjustments'  Operations Percent? Results
(b) {c) (d) (e} {f)




Year Ended December 31,

Schedule B (Page 2 of 2)

Total .
Company Intrastate
Actual Pro Forma Annualized Intrastate  Pro Forma
Line ltem Per Books  Adjustments'  Operations Percent? Results
No. (a) {b) (c) {d} {e) (f}
17 Operating Revenues®
Operating Expenses:
18 Operating & Maintenance Expense
19 Annual Depreciation
20 Taxes Other than Income
21 State Income-Current
22 Federal Income-Current
23 Deferred Income Taxes
24 Investment Tax Credit (Net)
25 Total Operating Expenses
26 Net Operating Income
Less:
27 Interest (Line 16 x Debt Ratio x
Debt Cost)
28 Preferred Dividend (Line 16 x
Preferred Ratio x Preferred
Cost)
29 Return Available for Common
30 Return on Common Equity Capital -
Intrastate
1. Pro forma adjustiments would include all plant additions to be completed within 12 months plus all projected annualized
revenue and expense changes during the same period.
2. Company-specific or estimated allocation factors may be employed.
3. Operating revenues reflect revenues from noncompetitive services exclusive of competitive and deregulated service

revenues.




Before the
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Petition for Alternative Regulation and Docket No. P-00981431F1000
Network Modernization Plan of Hickory

Telephone Company

CERTIFICATE OF SERVICE

| hereby certify that | have this 19" day of May, 2005, served a true and correct
copy of the foregoing document upon the persons listed below by first class mall,

postage prepaid:
Office of Small Business Advocate

Office of Consumer Advocate

555 Walnut Street Suite 1102, Commerce Building

Forum Place, 5" Floor 300 North Second Street
Harrisburg, PA 17101

Harrisburg, PA 17101-1923
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212 LocusT STREETYT
P. . Box ©500

FIARRISBURG, PA 17108-9500

www. ttanlaw. com

MICHAEL L. SWINDLER FIRM (17) 265-7600 CHARLES B THOMAS
Direct Dial; (717} 2557609 FAX (717) 236-8278 (1913 - 1998)
E-Mail: mswindler@ittanlaw.com
. en 3
April 14, 2006 1 =
) s A
VIA HAND DELIVERY RPN ]E N -i = :)‘
JULU ME.| =W
James J. McNulty, Secretary B —
Pennsylvania Public Utility Commission F O L D E R Leo2 <
Commonwealth Keystone Building SRR R
P.O. Box 3265 o —_
< e

Harrisburg, PA 17105-3265

Inre: Hickory Telephone Company Advance Notice of 2006 PS\/SPI Filing
Docket No. P-00981431F1000

Dear Secretary McNulty:

Pursuant to the Aliernative Form of Regulation and Network Modernization Plan of Hickory
Telephone Company (“Company”) at Docket No. P-00981431, the Company respectfully provides the
Commission fifteen (15) days’ advance notice of its intent to file its Price Stability Index/Service Price
Index (“PSI/SPI Filing") for the year 2006 with the Commission on May 1, 2006. The filing will have an

effective date of June 30, 20086.

A bill message advising customers of this filing was circuiated in all bili cycles during the month
of April 2006.

Should you have any questions, please do not hesitate to contact me.

@@&{Ez“&”iﬁ% Sincerely,
. THOMAS, THOMAS, ARMSTRONG & NIESEN

APR 17 2006

' Y i B .
i N ‘
! g A A%

cc: Office of Consumer Advocate
Office of Small Business Advocate
Office of Trial Staff
Grier Adamson
Robert C. Barber
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