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PROJECT NO. 24640 

ISSUES RELATED TO ANNUAL § PUBLIC 
REVISIONS TO ACCESS LINE RATES Q 
FOR TEXAS MUNICIPALITIES § 

ORDER SETTING CPI-ADJUSTED MAXIMUM ACCESS LINE RATES FOR 
YEAR 2005 

This Order adjusts the maximum access line rates for Texas municipalities (cities) 

by an amount equal to one-half the annual change in the most recent consumer price 

index (CPI), pursuant to TEX. LOC. GOV’T CODE 0 283.055(g). The 1.27% increase 

applies for Texas cities with Commission-approved access line rates. The CPI-adjusted 

maximum access line rates for these cities are shown in attached Exhibit A. This Order 

also permits a city to notify the Commission by April 30, 2005 of its preferred rates as 

delineated in Section VI1 of this Order. The Commission will then issue an order 

administratively setting new city-preferred access line rates incorporating any reductions 

or increases requested by cities. These adjusted rates shall be implemented prospectively 

no later than July 1,2005. 

I. Introduction 

Under TEX. LOC. GOV’T CODE 9 283.055(g), no earlier than 24 months after the 

Commission establishes access line rates,’ the Commission is required to annually adjust 

the rates per access line by category for each municipality by an amount equal to one-half 

the annual change, if any, in the most recent consumer price index (CPI). The first CPI 

adjustment was made in March 2002 - 24 months after initial establishment of access line 

rates. Subsequent CPI adjustments are performed in March of every year. 

The Commission established initial access line rates pursuant to LOC. GOV’T CODE 0 283.055 on 
May 3, 2000. Docket No. 20935, Implementation of House Bill 1777, Order (May 3, 2000). That Order 
reflected the Commission’s March 1,2000 adoption of access line rates and incorporated any adjustments 
requested by cities to those rates. 
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11. Determining the Consumer Price Index 

TEX. LOC. GOV’T CODE 0 283.002 defines “consumer price index” as “the annual 

revised consumer price index for all urban consumers for Texas as published by the 

Federal Bureau of Labor Statistics” (FBLS).2 However, the Commission, in setting CPI- 

adjusted access line rates, in March 2002 discovered that the FBLS does not publish such 

a CPI, but does publish a CPI for the urban South.3 In March 2002, the Commission 

determined that the urban-South CPI index could be used as a reasonable proxy for an 

urban Texas CPI required by the Local Government Code.4 The Commission once again 

adopts the urban-South CPI as a reasonable proxy for an urban-Texas CPI. 

111. Determining the Annual Change in CPI 

The formula for calculating the annual change in CPI previously approved by the 

Commission is as follows: 

[Annual average CPI for 2004 - Annual average CPI for 20031 
[Annual average CPI for 20031 

oo 

The urban CPI (CPI-U) includes expenditures by urban wage earners and clerical workers; 
professional, managerial, and technical workers; the self-employed; short-term workers; the unemployed; 
retirees and others not in the labor force. 

2 

The urban-South CPI covers the following states: Texas, Oklahoma, Arkansas, Louisiana, 
Mississippi, Tennessee, Georgia, Alabama, Florida, South Carolina, North Carolina, Kentucky, West 
Virginia, Virginia, Maryland, Delaware, and Washington, D.C. 

3 

For a detailed discussion of the Commission’s rationale for using the urban-South CPI as a 
proxy, see Project No. 24640, Order Setting CPI-Adjusted Maximum Access Line Rates (Mar. 28,2002). 

For a detailed discussion of the Commission’s rationale for using average CPIs to determine the 
annual change instead of using absolute year-end numbers, see Project No. 24640, Order Setting CPI- 
Adjusted Maximum Access Line Rates (Mar. 28,2002). 
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The urban-South CPI for the years 2003 and 2004 obtained from the FBLS is as 

follows:6 

Annual average CPI for 2003 = 177.3 (CPI for urban consumers in the South) 
Annual average CPI for 2004 = 18 1.8 (CPI for urban consumers in the South) 

The resulting annual change in CPI is 2.538% and is calculated as follows: 

TEX. LOC. GOV’T CODE 0 283.002 requires that access line rates be adjusted “by 

an amount equal to one-half the annual change” in the most recent CPI. One-half the 

annual change in CPI is 1.27%, as shown by the following calculation: 

2.538 % = 1.27 % 
2 

IV. Determining the CPI-Adjusted Maximum Rates and City-Preferred Rates 

The CPI-adjusted maximum rate by category for each city was calculated by 

increasing the maximum access line rate by category for each city by 1.27%. The 

resulting rates were rounded-up to the nearest penny. The CPI-adjusted maximum rates 

are in Attachment A. Pursuant to Local Government Code 9 283.055(h), the Commission 

recognizes that some cities have previously noticed the Commission of their intent to opt 

for less than the CPI-adjusted maximum access line rates (city-preferred rates). 

Consequently, as there are cities that have opted for rates below the maximum access line 

rate(s) in the past, the Commission, under its authority under Local Government Code 

0 283.058, determines that a more reasonable alternative is to allow a two-tiered 

approach in implementing the CPI-adjusted maximum rates as delineated in Section VI1 

These data are available at: 
http ://data.bls. gov/PDQ/servlet/S~erveyOutSe~let?data~tool=~op~p&se~es~id=C~O3OOSAO,C 
UUSO3OOSAO (as of Feb 7,2005). 
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of this Order. Such an approach provides for a more efficient use of Commission time 

and resources after annual calculation of the CPI-adjusted rates and allows the cities to 

adopt rates that reflect their financial objectives and do not unduly burden their citizens. 

V. Findings of Fact 

1. The FBLS does not publish a CPI for all urban consumers in Texas. 

2. The CPI for all urban consumers in the South covers Texas (along with 16 other 

states and Washington, D.C.) and is a reasonable proxy for a CPI for all urban 

consumers in Texas. 

3. The formula used to calculate the annual change in CPI in this matter is as 

follows: 

[Annual average CPI for 2004 - Annual average CPI for 20031 
[Annual average CPI for 20031 

oo 

where each CPI is the relevant urban-South CPI as published by the FBLS. 

4. Half the annual change in CPI for the year 2004 is 1.27%. 

5.  The CPI-adjusted maximum access line rates for each city are calculated by 

multiplying the maximum access line rate by category for each city by 1.27% and 

are shown in attached Exhibit A. 

VI. Conclusions of Law 

1. The Commission has jurisdiction of this matter under TEX. LOC. GOV’T CODE 

$8 283.005, 283.051, 283.055, and 283.058, as well as PURA7 $0 14.001-14.003 

and 52.002. 

Public Utility Regulatory Act (PURA), as codified in TEX. UTIL. CODE §§ 11.001 - 64.158. 7 
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2. The method used above to calculate a CPI-adjusted maximum is reasonable and is 

consistent, or as nearly consistent as possible, with TEX. LOC. GOV’T CODE 

$0 283.002(4), 283.055(g), (h) and 283.058. 

3. The revised access line rates satisfy the requirements of TEX. LOC. GOV’T CODE 

Ch. 283 and P.U.C. SUBST. R. 26.467. 

VII. Ordering Paragraphs 

In accordance with these findings of fact and conclusions of law, the Commission 

issues the following Orders: 

1. The maximum access line rates shall be as shown on Exhibit A for the listed 

municipalities. 

2. A municipality whose 2004 city-preferred access line rate(s) is below its 2004 

CPI-adjusted maximum access line rates will remain at its 2004 city-preferred 

rate(s) unless it provides notification to the Commission of its desired rate(s) no 

later than April 30,2005. 

3. For a municipality whose 2004 city-preferred access line rate(s) is equal to its 

2004 CPI-adjusted maximum access line rate(s), the new 2005 city-preferred 

access line rate will be set equal to the new 2005 CPI-adjusted maximum access 

line rate@), unless the municipality provides a notification to the Commission of 

its desired rate(s) no later than April 30,2005. 
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SIGNED AT AUSTIN, TEXAS the 2%ay of f l m  A, 2005. 

SION OF TEXAS 

- 
PAUL HUDSON, CHAIRMAN 

* 
B A ~ T .  SMITHER~Z~N , COMMISSIONER 
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2005 CPI Adjusted Maximum Access Line Rates 

I 2004 CPI Adiusted Maximum Rates I 2005 CPI Adiusted Maximum Rates I 
I Municipality I Category 1 I Category 21 Category 3 I Category 1 I Category 2 I Category 3 I 
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Municipality 
2004 CPI Adjusted Maximum Rates 
Category 1 I Category 21 Category 3 

2005 CPI Adjusted Maximum Rates 
Category 1 I Category 2 I Category 3 
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2005 CPI Adjusted Maximum Access Line Rates 

Municipality 
2004 CPI Adjusted Maximum Rates 

Category 1 I Category 2 I Category 3 
2005 CPI Adjusted Maximum Rates 

Category 1 I Category 2 I Category 3 

'City of Wallis 111 I $1.48 $3.39j $5.151 $1 .501 $3.441 $5.22 
(City of Walnut Springs llxIl - -- $1.65 - llxII $1.381 $8.46 - -- " fi.681 $1.40i I $8.57 
City of Waskom 

- ) _ "  " $0.14 
City of Watauga $1.03 $2.21 i $3.32 

$0.28[ l_l $0.40 -- $0.1 51 $0.29; - x  $0.41: 
D $1.04- -~ $2.24: $3.37. 

---A -_--_I- 
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$0.221 ~ 
$0.451 __I $0.67 

$1.721 #,,"-,,,,_, $ 3 . q  ~ ~ - ~ ,  $ 3 4  
$0.761 $2.27 $4.52 
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