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is made. The adjustment may be made
after September 30, but no later than
August 31, of the next calendar year.
Adjustments shall be based on changes
in the Gross National Product Price
Index as published by the Bureau of
Economic Analysis of the United States
Department of Commerce. Cable
systems that establish a transition rate
pursuant to paragraph (b)(4) of this
section may not begin adjusting rates on
account of inflation before April 1,
1995. Between April 1, 1995 and August
31, 1995 cable systems that established
a transition rate may adjust their rates
to reflect the net of a 5.21% inflation
adjustment minus any inflation
adjustments they have already received.
Low price systems that had their March
31, 1994 rates above the benchmark, but
their full reduction rate below the
benchmark will be permitted to adjust
their rates to reflect the full 5.21%
inflation factor unless the rate reduction
was less than the inflation adjustment
received on an FCC Form 393 for rates
established prior to May 15, 1994. If the
rate reduction established by a low price
system that reduced its rate to the
benchmark was less than the inflation
adjustment received on an FCC Form
393, the system will be permitted to
receive the 5.21% inflation adjustment
minus the difference between the rate
reduction and the inflation adjustment
the system made on its FCC Form 393.
Cable systems that established a
transition rate may make future inflation
adjustments on an annual basis with all
other cable operators, no earlier than
October 1 of each year and no later than
August 31 of the following year to
reflect the final GNP–PI through June 30
of the applicable year.

(3) External costs. (i) Permitted
charges for a tier may be adjusted up to
quarterly to reflect changes in external
costs experienced by the cable system as
defined by paragraph (f) of this section.
In all events, a system must adjust its
rates annually to reflect any decreases in
external costs that have not previously
been accounted for in the system’s rates.
A system must also adjust its rates
annually to reflect any changes in
external costs, inflation and the number
of channels on regulated tiers that
occurred during the year if the system
wishes to have such changes reflected in
its regulated rates. A system that does
not adjust its permitted rates annually to
account for those changes will not be
permitted to increase its rates
subsequently to reflect the changes.

(ii) A system must adjust its rates in
the next calendar year quarter for any
decrease in programming costs that
results from the deletion of a channel or
channels from a regulated tier.

(iii) Any rate increase made to reflect
an increase in external costs must also
fully account for all other changes in
external costs, inflation and the number
of channels on regulated tiers that
occurred during the same period. Rate
adjustments made to reflect changes in
external costs shall be based on any
changes in those external costs that
occurred from the end of the last quarter
for which an adjustment was previously
made through the end of the quarter that
has most recently closed preceding the
filing of the FCC Form 1210 (or FCC
Form 1211, where applicable). A system
may adjust its rates after the close of a
quarter to reflect changes in external
costs that occurred during that quarter
as soon as it has sufficient information
to calculate the rate change.

(e) Annual rate adjustment method—
(1) Generally. Except as provided for in
paragraphs (e)(2)(iii)(B) and (e)(2)(iii)(C)
of this section and Section 76.923(o),
operators that elect the annual rate
adjustment method may not adjust their
rates more than annually to reflect
inflation, changes in external costs,
changes in the number of regulated
channels, and changes in equipment
costs. Operators that make rate
adjustments using this method must file
on the same date a Form 1240 for the
purpose of making rate adjustments to
reflect inflation, changes in external
costs and changes in the number of
regulated channels and a Form 1205 for
the purpose of adjusting rates for
regulated equipment and installation.
Operators may choose the annual filing
date, but they must notify the
franchising authority of their proposed
filing date prior to their filing.
Franchising authorities or their
designees may reject the annual filing
date chosen by the operator for good
cause. If the franchising authority finds
good cause to reject the proposed filing
date, the franchising authority and the
operator should work together in an
effort to reach a mutually acceptable
date. If no agreement can be reached,
the franchising authority may set the
filing date up to 60 days later than the
date chosen by the operator. An
operator may change its filing date from
year-to-year, but except as described in
paragraphs (e)(2)(iii)(B) and (e)(2)(iii)(C)
of this section, at least twelve months
must pass before the operator can
implement its next annual adjustment.

(2) Projecting Inflation, Changes in
External Costs, and Changes in Number
of Regulated Channels. An operator that
elects the annual rate adjustment
method may adjust its rates to reflect
inflation, changes in external costs and
changes in the number of regulated
channels that are projected for the 12

months following the date the operator
is scheduled to make its rate adjustment
pursuant to Section 76.933(g).

(i) Inflation Adjustments. The residual
component of a system’s permitted
charge may be adjusted annually to
project for the 12 months following the
date the operator is scheduled to make
a rate adjustment. The annual inflation
adjustment shall be based on inflation
that occurred in the most recently
completed July 1 to June 30 period.
Adjustments shall be based on changes
in the Gross National Product Price
Index as published by the Bureau of
Economic Analysis of the United States
Department of Commerce.

(ii) External costs. (A) Permitted
charges for a tier may be adjusted
annually to reflect changes in external
costs experienced but not yet accounted
for by the cable system, as well as for
projections in these external costs for
the 12-month period on which the filing
is based. In order that rates be adjusted
for projections in external costs, the
operator must demonstrate that such
projections are reasonably certain and
reasonably quantifiable. Projections
involving copyright fees, retransmission
consent fees, other programming costs,
Commission regulatory fees, and cable
specific taxes are presumed to be
reasonably certain and reasonably
quantifiable. Operators may project for
increases in franchise related costs to
the extent that they are reasonably
certain and reasonably quantifiable, but
such changes are not presumed
reasonably certain and reasonably
quantifiable. Operators may pass
through increases in franchise fees
pursuant to Section 76.933(g).

(B) In all events, a system must adjust
its rates every twelve months to reflect
any net decreases in external costs that
have not previously been accounted for
in the system’s rates.

(C) Any rate increase made to reflect
increases or projected increases in
external costs must also fully account
for all other changes and projected
changes in external costs, inflation and
the number of channels on regulated
tiers that occurred or will occur during
the same period. Rate adjustments made
to reflect changes in external costs shall
be based on any changes, plus
projections, in those external costs that
occurred or will occur in the relevant
time periods since the periods used in
the operator’s most recent previous FCC
Form 1240.

(iii) Channel Adjustments. (A)
Permitted charges for a tier may be
adjusted annually to reflect changes not
yet accounted for in the number of
regulated channels provided by the
cable system, as well as for projected


