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By the Deputy Chief, Cable Services Bureau:

1. The City of North Adams, Massachusetts (“City”) filed an appeal of the local rate order of  the Cable Television Division of the Massachusetts Department of Public Utilities (“Division”) concerning the basic service tier (“BST”) rates for Adelphia Cable Communications (“Adelphia”), operator of the cable television system serving North Adams.  The Division has opposed the appeal.

2. Under the Commission’s rules, rate orders issued by local franchising authorities may be appealed to the Commission.
  In ruling on an appeal of a local rate order, the Commission will not conduct a de novo review, but will sustain the franchising authority’s decision provided there is a reasonable basis for that decision, and will reverse a franchising authority’s decision only if the franchising authority unreasonably applied the Commission’s rules in its local rate order.
  If the Commission reverses a franchising authority’s decision, it will not substitute its own decision but will remand the issue to the franchising authority with instructions to resolve the case consistent with the Commission decision on appeal.

3. The Division issued a Rate Order approving Adelphia’s BST rate for North Adams on August 6, 1997.
 The approved rate was based on a revised FCC Form 1240 in which Adelphia eliminated the erroneous duplication of external costs shown in its originally filed Form 1240. The City’s appeal questions why, if the revised form shows an external cost decrease of $0.22 from eliminating the duplicate costs, the maximum permitted rate on the revised form is the same as the maximum permitted rate on the original form. The City raised the same question in a petition for reconsideration to the Division. The Division denied the petition for reconsideration, explaining that Adelphia’s revised FCC Form 1240 was properly computed.
 Adelphia had not included all of the available true-up in its projected rate in the original form.  When it reduced its external costs in the revised form, it compensated for this reduction by including all of the true-up in the projected rate. The Division’s opposition explains the computation in detail and adds that Adelphia’s revised form had also corrected several other errors in the original Form 1240.

4. An operator using the annual rate adjustment method on FCC Form 1240 projects its costs for the 12 month period starting from the date the operator implements its new rates and, in the next year, trues up those projections against actual costs.
  It then must adjust its rate downward to compensate for any over-estimations of its cost changes and has the option of adjusting its rate upward to compensate for any under-estimations.
 The true-up is determined by calculating the revenue collected during the true-up period with the amount of revenue the operator should have been able to collect. “If the sum collected is less than what should have been collected, then [the operator is] allowed to collect that difference during later rate periods.”
 The operator may decide how much of the true-up to claim and when to claim it. The Division’s explanation of Adelphia’s rate computation follows FCC Form 1240 and shows how the operator can maintain its BST rate in its revised Form 1240 in spite of the correction to its external costs. The Division’s Rate Order approving Adelphia’s BST rate is reasonable.

5. Accordingly, IT IS ORDERED that the Appeal of Local Rate Order filed by the City of North Adams, Massachusetts IS DENIED.

6. This action is taken pursuant to authority delegated by section 0.321 of the Commission’s rules.  47 C.F.R. § 0.321.

FEDERAL COMMUNICATIONS COMMISSION

William H. Johnson

Deputy Chief, Cable Services Bureau

� 47 C.F.R. § 76.944.


� See Implementation of Sections of the Cable Television Consumer Protection and Competition Act of 1992, Rate Regulation, 8 FCC Rcd 5631, 5731 (1993) ("Rate Order"); See also Implementation of Sections of the Cable Television Consumer Protection and Competition Act of 1992, Rate Regulation,  Third Order on Reconsideration, 9 FCC Rcd 4316, 4346 (1994).


�Rate Order, 8 FCC Rcd at 5732.


� See Division Opposition, Exh. A. According to the Division’s Opposition at 1, the City sent its appeal to the Commission by facsimile on September 5, 1997, although the first Commission record of the appeal is a facsimile copy sent by the Division without attachments on September 18, 1997. The Commission received an additional copy of the appeal without attachments on October 28, 1997 and a copy with attachments on November 4, 1997. In light of the action taken herein, there is no need to consider whether the appeal was properly filed.


� Division Opposition, Exh. B. The Division’s Order on Motion for Reconsideration was issued September 19, 1997.


� Implementation of Sections of the Cable Television Consumer Protection and Competition Act of 1992:  Rate Regulation, Thirteenth Order on Reconsideration, 11 FCC Rcd 388, 420-21 paras. 79-80 (1995) ) (“Thirteenth Order on Reconsideration”).


� Because operators file their proposed rates at least 90 days in advance of the intended implementation, and the true-up must be based on actual costs, the true-up period will not fully coincide with the period covered by the previous year’s projections. Id. at 420 n.151; see Instructions for FCC Form 1240, Annual Updating of Maximum Permitted Rates for Regulated Cable Services at 3-4 (July 1996).


� Id. at 5.
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