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changes in the number of regulated
channels for the 12-month period on
which the filing is based. In order that
rates be adjusted for projected changes
to the number of regulated channels, the
operator must demonstrate that such
projections are reasonably certain and
reasonably quantifiable.

(B) An operator may make rate
adjustments for the addition of required
channels to the basic service tier that are
required under federal or local law at
any time such additions occur, subject
to the filing requirements of Section
76.933(g)(2), regardless of whether such
additions occur outside of the annual
filing cycle. Required channels may
include must-carry, local origination,
public, educational and governmental
access and leased access channels.
Should the operator elect not to pass
through the costs immediately, it may
accrue the costs of the additional
channels plus interest, as described in
paragraph (e)(3) of this section.

(C) An operator may make one
additional rate adjustment during the
year to reflect channel additions to the
cable programming services tiers or,
where the operator offers only one
regulated tier, the basic service tier.
Operators may make this additional rate
adjustment at any time during the year,
subject to the filing requirements of
Section 76.933(g)(2), regardless of
whether the channel addition occurs
outside of the annual filing cycle.
Should the operator elect not to pass
through the costs immediately, it may
accrue the costs of the additional
channels plus interest, as described in
paragraph (e)(3) of this section.

(3) True-up and Accrual of Charges
Not Projected. As part of the annual rate
adjustment, an operator must ‘‘true up’’
its previously projected inflation,
changes in external costs and changes in
the number of regulated channels and
adjust its rates for these actual cost
changes. The operator must decrease its
rates for overestimation of its projected
cost changes, and may increase its rates
to adjust for underestimation of its
projected cost changes.

(i) Where an operator has
underestimated costs, future rates may
be increased to permit recovery of the
accrued costs plus 11.25% interest
between the date the costs are incurred
and the date the operator is entitled to
make its rate adjustment.

(ii) Where there is an overestimation
of these costs, future rates will be
reduced or the amount of the increase
will be reduced to reflect the accrued
amount of the overcharge plus 11.25%
interest. The operator must make such
adjustments within 12 months of the

date the operator implemented its rates
based on the projections.

(iii) If an operator has underestimated
its cost changes and elects not to recover
these accrued costs with interest on the
date the operator is entitled to make its
annual rate adjustment, the interest will
cease to accrue as of the date the
operator is entitled to make the annual
rate adjustment, but the operator will
not lose its ability to recover such costs
and interest. An operator may recover
accrued costs between the date such
costs are incurred and the date the
operator actually implements its rate
adjustment.

(iv) Operators that use the annual
methodology in their next filing after
the release date of this Order may
accrue costs and interest incurred since
July 1, 1995 in that filing. Operators that
file a Form 1210 in their next filing after
the release date of this Order, and elect
to use Form 1240 in a subsequent filing,
may accrue costs incurred since the end
of the last quarter to which a Form 1210
applies.

(4) Sunset Provision. The Commission
will review paragraph (e) of this section
prior to December 31, 1998 to determine
whether the annual rate adjustment
methodology should be kept, and
whether the quarterly system should be
eliminated and replaced with the
annual rate adjustment method.

(f) External costs. (1) External costs
shall consist of costs in the following
categories:

(i) State and local taxes applicable to
the provision of cable television service;

(ii) Franchise fees;
(iii) Costs of complying with franchise

requirements, including costs of
providing public, educational, and
governmental access channels as
required by the franchising authority;

(iv) Retransmission consent fees and
copyright fees incurred for the carriage
of broadcast signals;

(v) Other programming costs; and
(vi) Commission cable television

system regulatory fees imposed
pursuant to 47 U.S.C. § 159.

(2) The permitted charge for a
regulated tier shall be adjusted on
account of programming costs,
copyright fees and retransmission
consent fees only for the program
channels or broadcast signals offered on
that tier.

(3) The permitted charge shall not be
adjusted for costs of retransmission
consent fees or changes in those fees
incurred prior to October 6, 1994.

(4) The starting date for adjustments
on account of external costs for a tier of
regulated programming service shall be
the earlier of the initial date of

regulation for any basic or cable service
tier or February 28, 1994.

(5) Changes in franchise fees shall not
result in an adjustment to permitted
charges, but rather shall be calculated
separately as part of the maximum
monthly charge per subscriber for a tier
of regulated programming service.

(6) Adjustments to permitted charges
to reflect changes in the costs of
programming purchased from affiliated
programmers, as defined in § 76.901,
shall be permitted as long as the price
charged to the affiliated system reflects
either prevailing company prices offered
in the marketplace to third parties
(where the affiliated program supplier
has established such prices) or the fair
market value of the programming.

(7) Adjustments to permitted charges
on account of increases in costs of
programming shall be further adjusted
to reflect any revenues received by the
operator from the programmer. Such
adjustments shall apply on a channel-
by-channel basis.

(8) In calculating programming
expense, operators may add a mark-up
of 7.5% for increases in programming
costs occurring after March 31, 1994,
except that operators may not file for or
take the 7.5% mark-up on programming
costs for new channels added on or after
May 15, 1994 for which the operator has
used the methodology set forth in
paragraph (g)(3) of this section for
adjusting rates for channels added to
cable programming service tiers.
Operators shall reduce rates by
decreases in programming expense plus
an additional 7.5% for decreases
occurring after May 15, 1994 except
with respect to programming cost
decreases on channels added after May
15, 1994 for which the rate adjustment
methodology in paragraph (g)(3) of this
section was used.

(g) Changes in the number of channels
on regulated tiers.—(1) Generally. A
system may adjust the residual
component of its permitted rate for a tier
to reflect changes in the number of
channels offered on the tier on a
quarterly basis. Cable systems shall use
FCC Form 1210 (or FCC Form 1211,
where applicable) or FCC Form 1240 to
justify rate changes made on account of
changes in the number of channels on
a basic service tier (‘‘BST’’) or a cable
programming service tier (‘‘CPST’’).
Such rate adjustments shall be based on
any changes in the number of regulated
channels 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) or FCC Form 1240.


