RESOLUTION NO. 031227

PASSED APRIL 26, 2004

A RESOLUTION OF THE CITY OF GAINESVILLE,
FLORIDA CONCERNING COX COMMUNICATIONS
GAINESVILLE/OCALA’S MAXIMUM PERMITTED
RATES FOR REGULATED CABLE SERVICES FOR
YEAR 2003.

WHEREAS, pursuant to the public law and the regulations of the Federal
Communications Commission [“FCC”], the City of Gainesville, Florida [“City”] retains
regulatory authority over basic cable television services provided by Cox Communications
Gainesville/Ocala [“Cox”] in the authorized franchise area encompassing the City; and

WHEREAS, Cox filed FCC Form 1240 and FCC Form 1205 with the City on May 1,
2003 for the purpose of requesting and justifying adjustments to the maximum permitted rates
charged for basic cable service and for cable service equipment installations and rentals to be
effective on June 1, 2003; and

WHEREAS, Cox filed FCC Form 1235 with the City on or about March 4, 2002 for the
purpose of establishing a surcharge to the rates for basic cable service to cover the costs of a
system network upgrade and to be included in rates after June 1, 2002; and

WHEREAS, in the exercise of its regulatory authority, the City has reviewed these
filings and determined that Cox has not followed FCC regulations or has made errors in the
determination of its maximum permitted rates; and

WHEREAS, the City has found that Cox has been overcharging for certain services and
should be required to lower its rates and make refunds; and

WHEREAS, these findings and conclusions are described in a reports on review and
analysis attached to and made part of this resolution.

WHEREAS, Cox filed amended Forms 1235 and 1240 on April 19, 2004.

NOW THEREFORE, BE IT RESOLVED BY THE CITY COMMISSION OF THE
CITY OF GAINESVILLE, FLORIDA:

Section 1. Cox shall adjust its combined FCC Form 1240 and FCC Form 1235 rate for
the basic service tier to the level of $9.43 per subscriber per month. The maximum permitted
rate for the FCC Form 1240 basic service tier cable rate is hereby established at the level of
$7.8311 per subscriber per month and Cox shall utilize this amount and its associated



components from its adjusted FCC Form 1240 filing as the starting point for its next annual FCC
Form 1240 filing.

Section 2. The amended Form 1240 received by the City on April 19, 2004 is rejected
because it is facially incomplete.

Section 3. The FCC Form 1235 surcharge to basic service tier rates shall be hereafter set
to a level of $1.60 per subscriber per month.

Section 4. The existing actual rates charged subscribers for regulated cable equipment
installations and cable equipment rentals are herewith determined to be reasonable and may
remain in effect.

Section 5. Cox shall, within 30 days from the date of this Rate Resolution, prepare a
report and submit it to the City that accounts for the overcharges of cable rates between June 1,
2003 and April 30, 2004 and provides for a plan to make refunds, including interest, to
subscribers. For the purposes of computing the overcharges, Cox shall use a combined basic
service tier rate and upgrade surcharge of $9.63 per subscriber per month. The methodology of
making the refunds shall conform to FCC regulations for making refunds.

Section 5. This Resolution shall become effective immediately upon adoption.

PASSED AND ADOPTED this 26 day of April, 2004.

Woass,

THOMAS D. BU
MAYOR

ATTEST: Approved as to form and legality:

KURT M. LANNON
CLERK OF THE COMMISSION

APR 2 7 2004
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RICE, WILLIAMS ASSOCIATES

April 26, 2004

Mr. Wayne Bowers, City Manager
City of Gainesville E
P.O. Box 499

Gainesville, FL 32602

Mr. Randy Reid, County Manager
County of Alachua

P.0. Box 2877

Gainesville, FL 32602

Dear Messrs. Bowers and Reid:

We have revisited our initial review and recommended rate orders previously furnished to you in light of the

response of Cox to their revie
changed little. Our “Final” report with supporting schedules and our revised recommended rate orders are

would like to take this opportunity to recap some of these points and otherwise comment on the recent
communications from Cox.

Moreover, we have found no evidence that you have exercised your regulatory authority outside of the
constraints of FCC regulations, and suggestions contrary to that fact are misplaced. What Mr. Giampeitro
really is complaining about relates to bonafide disputes over rate making principles and practices, not an
“assault” on Cox’s business, and as Mr. Grover stated in his February 18, 2004 letter, the FCC has procedures

Mr. Giampietro states that Cox was forced into a “labor intensive and very costly response” as a result of the
initial review we provided. Unfortunately, the suggestion of this statement that substantial additional
documentation for the rate filings was developed was not evidenced in what was provided by Cox’s response.
The only bits of useful quantitative information contained in Mr. Lutzker’s report were items that had to have
been developed to prepare the initial filings and which should have been provided in supporting documentation
when those filings first were submj tted to the City and County.



authority’s order. To the extent that this represents the bulk of Cox’s “very costly response,” it merely is what
Cox would have to have done within 45 days of the issue of any rate order no matter when that rate order was

issued.

At the time of our initial review we attempted to incorporate all the information that had been supplied by Cox
in its original filings and what the City and County staff had managed tc glean from Cox and its own
observations during its contact and negotiations with Cox since the filings were made. We did request and
incorporate some additional information to which Mr. Grover’s letter responded. Still, there were areas where
additional documentation should have been supplied with the original filings but was missing. Thus, we
appreciated the few quantitative bits of information provided by Mr. Lutzker that supported some of the costs
Cox included in its original filings. If only Cox had seen fit to include this information with i igi ings,

disputes.

Overall, then, since Cox did not take the opportunity in its communications to provide more factual
substantiation and supporting detail for its filings, but rather Spent considerable effort railing about assaults on

Respectfully submitted,

John Weesner
Don Williams



FINAL REPORT
OF

REVIEW & ANALYSIS OF FCC FORMS 1240, 1235 & 1205 - 2003
FILED BY
COX COMMUNICATIONS GAINESVILLE/OCALA
~ FOR
CITY OF GAINESVILLE AND COUNTY OF ALACHUA, FL

April 26, 2004

This is a final report of a review [“Review”] of FCC Forms 1240, 1235 & 1205,
filed by Cox Communications Gainesville/Ocala [“Cox”] relating to the updating of
permitted rates for basic service tier [“BST”] cable programming and cable equipment
installation and rental services which are regulated by the City of Gainesville [“City”] and
the County of Alachua [“County™] [also referred to jointly as “Franchise Authorities™].
The original FCC Form 1240 & 1205 filings were received by the City on May 1, 2003
and by the County on May 2, 2003. The original FCC Form 1235 filings were received
for review by the Franchise A uthorities on or about March 4,2002. Amended FCC Form
1240 & 1235 filings for the City and County were received on or about April 19, 2004.
The conclusion of the Review is that Cox has not correctly determined its maximum
permitted rates for BST cable programming service, equipment installations and rentals or

the cable network upgrade surcharge.

Cox’s original FCC Form 1240’ calculations determine 2 maximum permitted rate
["MPR”] of $9.3586 per subscriber per month for BST cable programming service in the
City, while the Review has determined that the MPR should not exceed $7.831 1.
Likewise, Cox has determined that the MPR for BST cable programming service in the
County should be $10.6124 while the Review yields an MPR of only $9.1169. In its
original/amended FCC Form 1235 filings, Cox determined that the City & County cable
network surcharges should be $1.8027/$1.6817 & $1.7422/$1.6292, respectfully, while
the Review has determined the proper surcharges to be $1.5977 & $1.5479. Cox did not
propose changes to the actual BST rate of §1 1.10 per subscriber per month in both the
City and County as a result of its FCC Form 1240 and FCC 1235 analyses, but the
conclusion of the Review is that this rate is too high and should have been lowered as of

' The amended FCC Form 1240 filings have been rejected for reasons stated in the body
of the Report.
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June 1, 2003. Since that time, the actual BST rate for City subscribers should not have
exceeded $9.63, and the actual BST rate for County subscribers should not have exceeded
$10.86.> Assuming 11 months of overcharges if the rates are adjusted by May 1, refunds
(before interest) on the order of $590,000 to City subscribers and some $62,000 to County

subscribers may be required.

Cox also did not propose changes in charges for equipment installations and
rentals. The Review determined that the FCC Form 1205 also required adjustments and
that some of rates that remained in effect last June should have been reduced. Any such
rates that exceeded the revised maximum permitted rates are unreasonable and should be

refunded.

The following analyses of Cox 's filings rely upon the certified information supplied
by Cox pursuant to its FCC regulatory filings and upon responses to informational
requests and other information obtained by City/County staff related to the review of
these filings. These analyses also respond to and incorporate considerations of materials
received on or about Aprif 19, 2004 from Mr. Mike Giampietro, Cox Vice President and
General Manager.’ No audit of Cox’s books and records has been done and none of its
System cost assumptions has been checked against any independent sources.

FCC FORM 1240

Pursuant to Federal Communications Commission (“FCC”) regulations, cable
system operators are permitted to adjust their rates periodically for increases and
decreases in costs relating to retransmission consent fees, copyright fees, programming
costs, certain cable specific taxes, franchise-related costs, and FCC regulatory fees. On
September 15, 1995, the FCC adopted new rules giving regulated cable operators the

? The time period for refunds of network upgrade surcharge overcharges has passed, so
Cox’s claimed surcharge is applicable until modified by order of the Franchise Authorities.

* This letter responded to an initial review and recommended regulatory response
provided by Rice Williams Associates to City/County staff which was provided to Cox. It
includes a two page cover letter from Mr. Giampietro, a 17 page letter from Cox’s attorney, Mr.
Gary S. Lutzker, and several attachments including amended FCC Form 1240 and 1235 filings.
Some of the issues raised by Mr. Lutzker will be addressed in the context of the Review while
other commentary will be addressed at the end of the Review.
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option of filing for rate adjustments on an annual basis instead of the existing quarterly
system embodied in the FCC Form 1210, Subsequently, the FCC issued its instructions
and analytical model for the FCC Form 1240 which implements the latest filing rules.

The FCC Form 1240 annual filing system examines a stream of historical costs
that have occurred over a period of time, relates this to the revenues actually collected
during the same period and computes a monthly adjustment to apply to a future rate. The
rate to be charged in a future period is developed based on a projected 12 months of costs
and the unit rate adjustment, or “true-up,” from the historical period is added to this ,
projected period maximum permitted rate to determine the total maximum permitted rate
to be charged for the future 12 months period. Each subsequent annual FCC Form 1240
filing will evaluate a historical, or “True-up Period,” and a future, or “Projected Period,”
as part of the process of establishing a new maximum permitted rate for a future 12
months period. Assuming that an operator correctly tracks and reports historical costs,
and makes reasonable estimates regarding future costs, this regulatory scheme should
insure that only the appropriate amounts of revenu €, over time, are received by the cable

operator,

For its 2003 - 2004 rate year filings, Cox has chosen to establish rates for the
“Projected Period” of June 1, 2003, through May 31, 2004. The “True-up Period” chosen
by Cox was from January 1, 2002 through December 31, 2002. Pursuant to FCC
regulations, maximum permitted rates are determined by separate calculations for each of
these two periods. Under the FCC Form 1240, the True-up Period maximum permitted
rate is the sum of (1) the prior rate net of prior external costs; (2) an inflation segment;
and, (3) the "actual” external costs experienced in that True-up Period. This rate is then
utilized to determine the level of revenue that the cable system was entitled to collect in
the true-up period. This permitted amount is compared to the "actual” amount collected
which is determined by multiplying the average rate charged by the average number of
subscribers and by the months in the True-up Period. The difference is an amount that the
cable system is permitted to collect (or must refund), with interest, uniformly over the

Projected Period.

As the first step in the review and analysis of Cox’s filings, the information
provided by Cox was incorporated into a specially prepared FCC approved analytical
model. The result of this effort was the determination of BST MPRs for the City and
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County subscribers that closely agreed with Cox’s calculations using Cox’s cost
presentation. This demonstrates Cox’s correct use of the FCC Form 1240 methodology.
However, based upon discussions with the Franchise Authorities’ staff and after a review
of information supplied by Cox in response to an informational request®, it was
determined that certain franchise related costs were improperly included in the FCC Form

1240 filings.

The FCC rules at 47CFR76.925 provide that external costs “may” include
franchise costs imposed by a franchise authority. However, this rule does not “require”
pass through and external cost treatment of such franchise imposed costs. If the operator
chooses to include such costs in its external cost presentation, the FCC rules provide
specific permissions and exclusions of what costs “may” be included. The FCC rules do
not prohibit inclusion in franchise agreements of requirements that exceed FCC minimum
requirements and the FCC rules permit cable operators and franchise authorities to agree
to franchise provisions that prohibit the pass through of certain franchise imposed costs.
Thus, costs which operators may be permitted to pass through pursuant to 47CFR76.925
may not be permitted pursuant to the franchise agreement between the operator and the
franchise authority. This mutually agreed to prohibition does not violate federal law or

FCC regulations.

Accordingly, while all of the costs Cox has claimed for extemnal cost treatment
relate to provisions of the franchise agreements between Cox and the City/County, not all
of these costs are permitted to be included just because they may appear in the franchise
agreement in some context. The detail of external costs associated with franchise
requirements was included with Cox’s FCC Form 1240 filings for rate years 2000 and
2001, but not with the 2002 or the subject 2003 rate filings. Accordingly, a properly
certified detail of costs by Cox was not available for the Review.’

* Letter dated February 18, 2004 from M. Grover, Cox Director of Governmental A ffairs.
Cost breakdowns supplied in attachments to this letter were incorporated into various
adjustments discussed in the Review:.

* Mr. Lutzker took issue with the exclusion of any franchise related costs, but still did not
provide any detail, breakdown or justification of those costs.
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The City/County staff [“Staff’] reported that it had requested additional details
from Cox during the FCC Form 1240 review period but had not received any formal
response. Apparently during the course of discussions over the review period, certain
information was obtained that allowed the Staff to assemble a franchise cost schedule that
approximately reconciled these earlier Cox presentations with the level of franchise costs
appearing in the 2003 FCC Form 1240 filings. It is noted that there were significant
differences between the 2000 and 2001 Cox filings relative to the content and
presentation of the franchise costs, and the Staff document apparently manipulated the
costs further to achieve the reconciliation to the tota] figures that Cox included in the
subject FCC Form 1240s. The reasons for these differences were not apparent from the
materials provided for the Review. The February 18, 2004 letter formally responded to
recent questions raised by Staff regarding the origins and justifications for some of the
current levels of franchise charges and included some detailed costs. The following
discussion utilizes the Staff materials and verbal communications relating to Staff
knowledge of the various franchise costs, and also considers Cox’s response, to set forth
the bases for adjustments made to Cox’s FCC 1240 filings®:

Customer Service Facility:

The franchise agreement contains language requiring Cox to establish and
maintain an east side customer service facility. FCC rule 47CFR76.925(a)(3) permits
[but doesn’t require] the pass through of such costs, but only to the extent that they
exceed federal standards. In this case, Cox has included the full cost of operation of this
facility, both building and staffing costs. It is understood that this facility receives some
4,500 customer visits per month which, if it did not exist, would have to be
accommodated by increasing customer service staff and facilities at some other location
of Cox’s choosing. Those sorts of customer service costs are considered part of
benchmark rates and not subject to external cost treatment,

Mr. Lutzker states that all of the east side facility costs are properly included _
because, he argues, pursuant to Section 76.309 of the Commission’s rules Cox is required
only to maintain “telephone access” in order to satisfy FCC customer service standards,
suggesting that even perhaps Cox’s main customer service office exceeds the FCC

® The Staff franchise cost presentation and the specific adjustments made to Cox’s filings
are detailed in the adjusted FCC Form 1240/1235/1205 materials included with the Review.
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customer service standards presented in Section 76.309. This position greatly
misconstrues these regulations which have specific requirements for customer service
personnel availabilities and response times. In addition, Section 76.309 ()(1)(B)(v)
states: “Customer service center and bill payment locations will be open at least during
normal business hours and will be conveniently located.” (Emphasis added)

Clearly the FCC rules anticipate that cable operators may maintain multiple
customer service center locations if necessary to achieve proper levels of customer
service response and convenience. Accordingly, it could be argued that the subject
franchise agreement provision is not in excess of FCC requirements, but rather a
specification by the Franchise Authority as to where Cox is required to provide customer
service that it would otherwise have to provide to meet the FCC customer service
standards. Moreover, Mr. Lutzker has not provided any detail or quantitative analysis to
show how the 4,500 customer contacts serviced by the east side facility would be
accommodated without Cox Incurring costs somewhere else whereby they would not be

treated as external costs.

It seems clear that in the absence of the franchise requirement for an east side
customer service center, to maintain customer service at a level consistent with the letter
and intent of the FCC customer service standards Cox would have to increase its
operating costs in some fashion to properly service customers. To accomplish this it is
conservative to assume that Cox would expand staff to accommodate this increased
customer service requirement at existing locations, likely by adding at least as much staff
and equipment as is included in the Hawthorne Service Center costs Cox has detailed in

its informational response.

Thus, the excess customer service standard requirement represented by the
franchise agreement provision, if any, is represented by the Hawthorne Center building
rental and maintenance costs. Accordingly, as detailed in the sch edules, an adjustment to
remove some $155,000 of staffing and staff vehicle costs described by Cox as related to

the Hawthorne Center was made,

Beautification Costs:
Cox’s response to the informational request suggests that the so-called
beautification cost components for which they claim external cost treatment are related to
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the undergrounding of cable facilities, and that this occurred at the direction of the
City/County. The Staff reported that is not aware of any separate verbal or written
requests made to Cox requiring the undergrounding of facilities, and while Mr. Lutzker
has argued that these costs are properly included, he did not provide any evidence of
specific direction by the Franchise A uthorities requiring such installations other than his
references to the provisions of the franchise agreement.

The franchise agreements at Section 23(e) and (f) provide, and it is clear that the
intent is, that the franchisee is to bear the cost of underground construction and/or
relocations when electric and telephone utility wiring is placed underground and when
necessary to accommodate paving and street improvement projects. This prohibition does
not violate federal law or FCC regulations and is enforceable as part of the agreements

between the Franchise Authorities and Cox.

" Furthermore, Staff has reported that the activities associated with these so-called
beautification projects were undertaken and completed within the same time frame as
Cox’s system rebuild activities - 2000 to 2001. FCC rules at 76.925(a)(5) do not permit
inclusion of such costs when the cable operator also is in the process of upgrading its
system. This was the case here with Cox as can be seen by the following discussion
related to the FCC Form 1235 system network upgrade surcharge calculation.’
Accordingly, the amortization associated with beautification project costs of
approximately $747,000 were eliminated from the development of external franchise

Ccosts.

It is appropriate to note that even if such costs were permitted to be included as
external costs, the annual amounts Cox apparently has included are in excess of levels
that would be permitted by FCC regulations. As best could be determined from the Staff
reconciliation of Cox’s 2003 claimed franchise costs, Cox is amortizing beautification
project costs over periods ranging from 2.25 to 3.25 years. These costs must be
amortized over their useful lives.® In its FCC Form 1235 filing, Cox has used a 12 year

’See also Thirteenth Order on Reconsideration, 11 FCC Red at 441, at para. 134

® Thirteenth Order on Reconsideration, 11 FCC Red at 442, at para. 136
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period for the useful life of its upgraded facilities. The application of a 12 year useful life
would substantially reduce the annual amortization of the beautification project costs.

Educational/Government Access:
Cox has included costs for new fiber connections between the City/County’s

equipment and its facilities on the basis that the franchise agreement requires these
connections to conform industry “standards” and that using fiber optics is “standard
industry practice.” Cox did not provide evidence that the use of fiber optics is an industry
“standard” as opposed to being simply industry practice. The use of fiber, while also
improving signal quality, has been adopted largely to allow greater bandwidth for the
provision of digital and other higher level services. The Staff 1s not aware of any request
by the Franchise Authorities for such bandwidth expansion, or any complaint by the
Franchise Authorities that the original PEG facilities were inadequate.

Mr. Lutzker contends that the facilities included in Cox’s franchise costs are the
same facilities originally installed to provide for educational and governmental access and
are not associated with a new fiber. However, he did not provide any documents to
support this position. To the best knowledge of the Staff, Mr. Lutzker simply is wrong;
these costs do not represent the original facilities installed for educational and
governmental access. In the Staff’s reconciliation of Cox’s claimed 2003 franchise costs,
these facilities are amortized over 3.25 years and the level and characterization of PEG
related costs in the 2000 and 2001 franchise cost presentations provided by Cox in its
prior FCC Form 1240 filings are completely different than those in the Staff’s 2003

reconciliation.

Also, as noted with respect to beautification costs, it appears that these new
government and educational access fiber costs were incurred during Cox’s system
network upgrade. Per the previously referenced FCC regulations, these costs should not
be afforded external cost treatment. Accordingly, the amortization associated with about
$462,000 of government/educational fiber installations was eliminated from the franchise
costs. Headend and maintenance costs have not been adjusted.
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Also as noted with respect to the beautification costs, even if such costs were
permitted to be included as external costs, they must be amortized over their useful lives.
This would be 12 years based upon Cox’s representation in its FCC Form 1235 filing and
not the 3.25 years shown on the Staff franchise cost reconciliation. The application of a
12 year useful life would substantially reduce the annual amortization of the
government/educational fiber installation costs.

Current Inflation Factor:
FCC rules permit adjustments to reflect the latest published inflation information

when a franchise authority makes material adjustments to an operator’s FCC Form 1240
filing. Accordingly, the most recent inflation factor of 1.66% has been utilized on Line

Cs.

Based upon analyses utilizing the cost adjustments described above, Cox’s FCC
Form 1240 filings were restated resulting in a revision to the MPR’s for BST cable
programming services. The revised MPR applicable to City subscribers was determined
to be $7.8311 per month, and the revised MPR applicable to County subscribers was
determined to be $9.1169 per month, in contrast to $9.3586 and $10.6124, respectfully,
determined by Cox’s analyses. Cox also is permitted to apply a surcharge to the FCC
Form 1240 rates pursuant to its FCC Form 1235 filing that computed the incremental
costs associated with a system network upgrade. The surcharge for City subscribers
currently is set at $1.80 per month and for County subscribers the surcharge is $1.74 per
month. A discussion of adjustments necessary to the FCC Form 1235 filings for the City

and County follows this section.

The combination of these surcharges with the FCC Form 1240 MPR provides the
not to exceed rates that can be charged to subscribers for BST cable programming
services in the Projected Period. These combined amounts, rounded to the nearest cent,
are $9.63 per month for City subscribers and $10.86 per month for County subscribers.
During the Projected Period Cox has been charging subscribers in both the City and
County at the level of $11.10 per month. This level exceeds the maximum rates
allowable and therefore is unreasonable. Subscriber rates should be reduced to the
maximum levels stated above for the purpose of determining the level of overcharges that
have occurred during the Projected Period. Based on the assumption that the rate
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reduction would be effected by the beginning of May, refunds on the order of $590,000 to
City subscribers and $62,000 to County subscribers may be required.

AMENDED FCC FORM 1240

Together with the previously referred to communications from Mr. Giampietro and
Mr. Lutzker received on April 19, 2004, the Franchising Authorities received amended
FCC Form 1240s for the City and the County. These filings were certified as true and
correct by Ms. Faye Hill, Cox Director of Rate Regulation, on April 16, 2004, These
filings contained no information to indicate why or how they were amended. While these
filings have not been analyzed, it appears that Line C5 inflation has been updated and
external costs have been increased. From an attached schedule it appears that the increase
in external costs is due to an increase in franchise costs, but there is nothing included with
these certified filings to explain the basis for the increase in external costs and/or why
Cox feels it is entitled to make such amendments at this point in time. And as has been
the problem all along with the original FCC Form 1240 filings, there is not a shred of
detail provided by Cox as to what comprises the components of these adjusted franchise
costs and how they have been developed into the total figures shown in the filings.

However, some guidance as to the reason for the amended filings is provided in
the letter prepared by Cox’s attorney, Mr. Lutzker.” Mr. Lutzker’s alleges that apparently
his review of Cox’s filings revealed that Cox had not been including a recovery of the
11.25% rate of return on unrecovered franchise costs as is permitted by FCC regulations,
and he indicates that revised filings correcting this oversight have been prepared.
Although Mr. Lutzker implies that these revisions are made simply to demonstrate that
Cox’s previously claimed MPRs should have been higher, the amended filings have been
duly certified and filed, and so the Franchising Authorities must consider an appropriate

disposition for the filings.

A review of FCC regulations covering annual rate adjustment filing procedures
addresses how a franchise authority is to deal with amended filings that are filed within

? Footnotes 5 & 8 and discussion on page 4.
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90 days of the original filing.'” A concept expressed therein is that the Franchise
Authority is to have 30 days to review the amended filing. Thus, when amended filings
are made more than 60 days after the initial filing date, the implementation of the rate
change will be delayed past the normal 90 day initial review period until at least 30 days
have passed after the filing date of the amended filing. However, these rules do not
address how to handle amended FCC Form 1240s that are filed after 90 days. The rules
also provide that regardless of whether or not an amended filing has been made during the
initial 90 day period, the franchising authority still has only one year from the initial filing
date to complete its review and issue its rate order. In the instant case, the original filings
were delivered to the City and County May 1 and May 2, 2003, respectively, and so the
deadline for action by the Franchising Authorities would be May 1 and May 2, 2004,
respectfully. Thus the April 19, 2004 filing date for the amended filings leaves little time
for review by the Franchising Authorities before the deadline for the rate orders, and
certainly much less than the 30 days normally afforded for reviewing amended filings.

As set forth in the FCC rule cite detailed by Mr. Lutzker, operators are “required”
to amortize franchise imposed capital expenditures and “permitted” to recover the 11.25%
return. Thus, the rules do not require the operator to recover the 11.25% return.
Accordingly, this is something that the operator must request by proper incorporation into
its FCC Form 1240 filing. Since Cox did not provide its own detailed explanation of the
development of its claimed franchise costs in its original FCC Form 1240 filings, Mr.
Lutzker’s allegation that recovery of the 11.25% had not been included in filings
heretofore made cannot be verified from the certified records Cox has provided.
Likewise, the continued failure of Cox to provide such details and explanation in the
amended filings also prevents such determinations based directly on the materials filed.

Given Mr. Lutzker’s statements as to the only basis for making the amended
filings [to correct for the alleged oversight of the 11.25%], it is logical and reasonable to
expect that Cox would have explained and fully supported the development of the new
level of franchise costs and filed this information with its amended returns. Certainly the
FCC Form 1240 filings instructions require full support for the inclusion of such external
costs. The applicable instruction states: “You should attach a complete list of all costs
being claimed in Line 707 and include information on how they were calculated and

'Y 47CFR76.933(g)(1)
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when they occurred (or are projected to occur).”"' The relevance and importance of this
particular information to the reasons for making the amended filings is paramount, and so
the failure of its inclusion with the filing at this point in time provides a reasonable basis
for a finding that the filings are facially incomplete.

When Cox makes its FCC Form 1240 rate update filings, it is Cox’s choice to
include or not to include any costs which it is entitled to recover, and the burden is on
Cox to fully explain all the costs it chooses to include. That Cox may not have sought
heretofore recovery of the 11.25% rate of return is a failure of Cox, not the Franchising
Authorities’ regulatory oversight. The FCC Form 1240 filing rules impose a limited
period in which a franchising authority can adjust an operator’s rates. After this period no
changes or retroactive refunds can be ordered in those rates even if it later is determined
that there were errors in the operator’s filing or the filing somehow violated FCC
regulations. The franchise authority must wait until the next filing review period to made
the necessary adjustments if the problems persist. It is reasonable believe that operators
also should be foreclosed from reaching back in time to correct for oversights in cost
recovery and limited to making their corrections in filings for future periods.

Also, that Cox has not fully explained in either the original filings or the amended
filings the costs which it feels it is entitled to recover is a failure of Cox, not the
Franchising Authorities’ regulatory oversight. Staff has indicated that it had no success in
attempting to obtain specific details about, for instance, beautification costs, during the
period available for review of the original FCC Form 1240 filings, so there is little
expectation that this information would be readily available within the time constraints
applicable for review of the amended filings.

Moreover, as noted above it is not clear in the FCC rules that making an amended
filing after 90 days, and especially at this late date, even is permitted. Indeed, FCC
regulations pursuant to the annual rate adjustment method prohibit rate adjustments more
frequently that once per year.'> Accordingly, on the basis of the above discussion, the
amended filings should be rejected on the grounds of being untimely filed and facially

"' FCC Form 1240 filing instructions for Worksheet 7, Line 707 - “Franchise Related
Costs for the Period.”

2 47CFR76.922(e)
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incomplete. If Cox wishes to adjust franchise costs applicable to a future time period to
include the 11.25% rate of return which is alleged has having been not heretofore
included, it may do so in a future FCC Form 1240 filed pursuant to FCC regulations.

FCC FORM 1235

For equitable reasons and in order to encourage cable system operators to continue
to improve services to regulated cable subscribers, the FCC also permits rate adjustments
based on a cost of service showing, which, when fully developed, typically is a substantial
and time-consuming undertaking for both the operator and the regulatory authority. In the
case of incremental, but substantial capital expenditures resulting from improvements
such as bandwidth capacity increases, conversion to fiber optics and system rebuilds
which could not otherwise be recovered under the benchmark and price cap approaches of
the FCC Form 1240 rate adjustment mechanism, the FCC has permitted the use of an
abbreviated cost of service presentation to justify charging additional rates. The FCC
Form 1235 filing is designed to determine a step increase in rates associated with such
system upgrades that meet certain criteria and typically is developed after the upgrade is
completed and based on actual costs. While normal improvements and expansions of
service are to remain subject to the usual rate review processes [FCC Form 1240], those
upgrades that meet the requirements can be accounted for by using the FCC Form 1235
which will determine an incremental add-on rate that is designed to recover the operator’s
incremental capital and operating costs and provide a reasonable return on the invested

capital.

On or about March 4, 2002, Cox provided FCC Form 1235 filings along with the
FCC Form 1240 filings for the City and County that were submitted for the 2002 rate
year. On April 19, 2004, Cox provided updated FCC Form 1235 filings for both
jurisdictions. These filings for both the City and County were similarly prepared and duly
certified by Ms. Faye Hill, Cox Director of Rate Regulation. At the time of the initial
review of the original FCC Form 1235 filings, Staff reported that Cox had not filed any
subsequent FCC Form 1235s, and that Staff had not taken action any action on these
initial filings. Accordingly, the requested surcharges went into effect within the time
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period specified by FCC regulations and in this case are not subject to retroactive
adjustment and refunds but are subject to prospective adjustment by a future rate order."?

A review of the initial FCC Form 1235 filings with respect to Cox’s compliance
with the FCC approved cost of service methodology was completed and several errors in
the preparation of the forms were noted. Cox was given an opportunity to review these
results and the April 19, 2004 letter prepared by Cox’s attomey, Mr. Luztker, responded
to those findings. Enclosed with his letter were the updated FCC Form 1235 filings. As
with the amended FCC Form 1240 filings, the Franchise Authorities must address the
proper disposition of these updated FCC Form 1235 filings.

As noted, FCC Form 1235 filings are considered “cost of service” filings and the
review period for such filings is stated differently in the FCC rules than those for the FCC
Form 1240 filings. Also, while there is no provision in these rules for amending initial
filings, cost of service filings, in general, may be elected by an operator, but not more
than once every two years, in lieu of the benchmark rate methodology of the FCC Form
1240." However, the FCC Form 1235 is used to supplement the FCC Form 1240
charges, and can only be employed for significant system upgrades as previously
described. So it is not clear from the rules as to if, how or when an original FCC Form

1235 could be amended.

Nonetheless, there does not appear to be any time limit established in which a
franchise authority must render a final order on an FCC Form 1235 filing. Instead, the
rules appear designed to encourage, though not require, a timely review by limiting to a
maximum of 180 days the time which the franchising authority may delay implementation
of the application of the surcharge. After that time period, unless the franchise authority
has provided a certain specific notice to the operator, the rates are not subject to
retroactive adjustment or refund. Thus, the penalty to the franchise authority for delay is
the inability to recover overcharges that have resulted from surcharges that the franchise
authority later determines to have been too high, and the operator gets the benefit of that

delay.

B 47CFR76.933(c)

'* 47CFR76.922(m)
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Mr. Lutzker indicated that the purpose of the updated FCC Form 1235 filings was
to correct an error noted by the initial review and to include a provision for state corporate
income taxes that he asserts was not included before. The correction of a material error
embedded in the FCC Form 1240 used by Cox is an appropriate action, while an
amendment simply to include an omitted cost component may not be appropriate for
similar reasons set forth in the discussion above relative to the alleged oversight of the
11.25% return applicable to franchise imposed costs. However, in view of the fact that
no final order has yet occurred relative to the FCC Form 1235 filings and that the
Franchise Authorities would have the time to properly analyze the amended filings if this
was desired, is seems appropriate to accept the amended filings and incorporate the
information provided thereby into the Review. The following sets forth the findings of

the Review:

Estimated Costs vs. Actual Costs:

The nature of the initial pair of filings was ambiguously set forth. They were dated
March I, 2002, marked for “Final Approval” and Question 1 of Section B was answered
affirmatively indicating that the upgrades had been completed. However, the response to
Question 2 indicated that the upgrades were to be completed and providing services by
October, 2002, some 7 months later than the FCC Form 1235 filing date. The attachment
to the FCC Form 1235 that provides some documentation for filing makes the following

statements:

The Form 1235 “add-on” portion will only be charged to subscribers receiving
benefits of the upgrade. As our upgrade was completed in late October 2001, this

is a final approval 1235 form.

The attached Form 1235 is a “Pre-Approval” filing. Therefore, a “Final Approval”
Form 1235 will be filed again following the end of the month in which upgraded
cable services become available and are providing benefits to all customers o f rate-

regulated services.

It is not unusual, in fact it is more likely than not, that the final accounting for
upgrade costs cannot be completed as soon as the upgraded facilities are providing
benefits to subscribers. Accordingly, the FCC permits operators to file for “Pre-
Approval” of an FCC Form 1235 upgrade surcharge based estimated information.
However, the operator must make a filing for “Final Approval” once actual information
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becomes available. Given the ambiguity of the nature of Cox’s FCC Form 1235 filings,
reasonable doubt may have been created as to whether actual or estimated costs were

being used.

Mr. Lutzker’s letter attempts to resolve any doubt about the nature of these filings
by asserting that Cox “completed” its system upgrade by October 2001. However, in
seeming contradiction to Mr. Lutzker’s position, the recently received, revised and
certified as true and correct FCC Form 1235 filings still state that the upgrade was
completed and began providing service to subscribers on “Oct-02.”"'* Perhaps Mr.
Lutzker is correct as to the upgrade completion date, but just did not note that service
from the new facilities did not begin until October, 2002. Or perhaps the Cox staff is in
error. The fact is that the City/County staff is aware from empirical evidence that the
system network upgrade is, indeed, completed. Regardless of this confusion, the question
that had been raised from this ambiguous information was whether or not the original
filings had included actual information or estimated information. Mr. Lutzker has not
answered this question one way or the other. Given that the revised FCC Form 1235
filings do not show any revised system installation costs, and for the purposes of
advancing the analyses and conclusions with respect to a review of the FCC Form 1235
filings, it should be assumed with some confidence that at this point the costs included in
these filings are derived from the actual costs of the system upgrade.

Cost Allocation:

Notes for the FCC Form 1235 state that allocation of costs to the BST is based on
bandwidth and that each analog channel uses 6 MHz. The attachments to the initial FCC
Form 1240 filings that detail the channel line up during the True-up and Projected Periods
clearly show that the BST after the upgrade contains 20 channels. Thus the BST requires
only 120 MHz of bandwidth, not the 126 MHz used by Cox.

Mr. Lutzker insists that “Cox has carried 21 channels on its BST for the past
several years” and attaches to his letter “copies of the past several years’ channel line-ups,
which confirm that 21 channels are and have been carried on the BST.”'® However, one

* Abbreviated Cost of Service Filings for City and County amended April 16, 2004, page
2.0f 8, Line B.2.

' Lutzker letter at page 15.
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of Mr. Lutzker’s attachments shows that effective December 5, 2001 [which, according to
Mr. Lutzker would be after the rebuild was completed and, presumably providing service
to subscribers] there were only 20 channels on the BST channel line-up [channel 18 is
absent from the list he provided]. Also, it was noted that the recently received amended
FCC Form 1240 filings that were certified true and correct by Cox show a line up of 21
channels, but station WJXT is shown as both channel 4 and channel 19. Eliminating this
duplication leaves only 20 channels on the BST line-up.

Moreover, the Franchising Authorities also recently received from Cox its certified
true and correct FCC Form 1240 filings for the 2004-2005 rate period. The BST channel
line-ups shown on attachments to these filings again demonstrate only 20 channels. The
only evidence that his been offered to show 21 channels is the single attachment to Mr.
Lutzker’s letter that he purports to be a copy of a recent Cox channel line-up. The source
and accuracy of this document is questionable when compared to the information
contained in six separate, certified FCC Form 1240 filings [original and amended from
last year and the original for this year for each of the City and County] that have been

submitted by Cox for review.

The Franchise Authorities have a right to receive and obligation to rely upon the
information that Cox submits under oath as being correct and accurate. Accordingly, it is
reasonable to conclude in the absence in the record of clear and convincing evidence to
the contrary that the BST consists of 20 channels for the purposes of cost allocation in the
FCC Form 1235, Thus, the allocator has been revised from 16.8% to 16%, and this

change reduces the cost allocated to the BST tier.

Incremental Revenues:
Cox failed to bring incremental revenues forward to the summary sheet as a credit

[negative value] to costs. This is automatic on the FCC Cost of Service worksheet, but
did not occur with Cox's presentation. Instead, the revenues were brought forward as a
cost with the effect of a doubling of revenues treated as a cost which improperly
increased the upgrade surcharge. This error has been corrected. Mr. Lutzker has
acknowledged that this was an error embedded in Cox’s FCC Form 1235 worksheet.

State corporate income tax:
The original FCC Form 1235 filings furnished by Cox did not include a provision

for the State of Florida corporations income tax. Mr. Lutzker’s review apparently
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identified this omission. Subsequently, Cox filed the revised FCC Form 1235 documents
showing the inclusion of a corporate tax of 5.5%. Whether or not this tax is included,
indeed even whether or not an FCC Form 1235 is filed, is a choice that Cox is free to
make; the FCC rules do not require it, they merely permit it. Cox chose not to include
this tax component in its initial filing and it was not the burden of the Franchise A uthority
to impute some unknown level of taxes in the absence of its inclusion by Cox.

Additionally, Mr. Lutzker’s response suggests that Cox may not even pay Florida
corporate income tax, so his complaint that the initial review of the original FCC Form
1235 filings should have included such a non-existent payment is baseless.” However, as
Mr. Lutzker points out, the FCC has held that operators may claim federal and state taxes
even if they don’t actually pay them. In any event, for the reasons, stated above, the
revised FCC Form 1235 filings have been accepted, and therefore it is reasonable to allow
inclusion of this prior overlooked cost component. The original review of the FCC Form
1235 filings has been modified to include the 5.5% Florida corporate income tax.

Together these adjustments produce a reduction in the maximum permitted Form
1235 surcharge. The revised surcharge applicable to City subscribers was determined to
be $1.5977 per month, and the revised surcharge applicable to County subscribers was
determined to be $1.5479 per month, in contrast to $1.8027 and $1.7422 respectfully,
determined by Cox’s analyses. Accordingly, the maximum system network upgrade
surcharge that can be added to the FCC Form 1240 BST rates for cable programming
services is the amount of $1.60 for City subscribers and $1.55 for County subscribers.

It is noted that pursuant to FCC rules, the time period for application of these
surcharges is limited to the weighted average service life of the upgrade facilities which
appears to be approximately 13 years. Since the surcharges first were applied to the BST
rates for the 2002 rate year, they must be discontinued after year 2014. It also is noted
that if Cox does set rates in any one year at a level that allows full surcharge recovery, it
is not permitted to make up any such under recovery in any future year.

The combination of these surcharges with the revised FCC Form 1240 MPRs
establishes the maximum permitted rates that can be charged to subscribers for BST cable
programming services between the date the adjusted rates are confirmed by rate
resolutions adopted by the Franchising Authorities and the effective date of rates
established by the next FCC Form 1240 filings, which presumably would be after June I,
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2004. These combined amounts, rounded to the nearest cent, are $9.43 per month for
City subscribers and $10.66 per month for County subscribers. Accordingly, the
continued application of Cox’s existing rate of $11.10 per subscriber per month during

this time period would be unreasonable.

FCC FORM 1205

The FCC Form 1205 is used to update charges for renting regulated equipment
[e.g., remotes and converters], equipment installations [e.g., house wiring, service drops,
extra outlets, service tier changes] and the Hourly Service Charge [“HSC”] for service
calls. Charges established pursuant to this form are based strictly upon the actual cost of
regulated equipment and installations plus a reasonable profit. The financial information
utilized in this form is to be derived directly from the operator’s general ledger and
subsidiary records that are to be maintained in accordance with génerally accepted
accounting principles. This form is required to be prepared and submitted on an annual
basis regardless of whether or not an FCC Form 1240 filing is made. In this case Cox
filed the FCC Form 1205 with its annual FCC Form 1240 filing. As permitted by FCC
regulations, Cox has chosen to aggregate its equipment costs at the company level, and
therefore this FCC Form 1205 filing applies to all systems owned and/or managed by

Cox.

As with Cox’s FCC Form 1240, the Review of Cox’s FCC Form 1205 filing
assumes the accuracy of the information supplied by Cox from its financial books and
records and related sources. No audit of Cox’s books and records has been done and
none of its system cost assumptions has been checked against any independent sources.
Cox state that the development of its costs for inclusion in the FCC Form 1205 is
consistent with the methods and aggregation that it employed in prior years. This
information has been incorporated into an official FCC analytical model which provides
the formulas and format for all the calculations required for preparation and completion
of the FCC Form 1205. It appears that Cox’s calculations follow the FCC’s analytical
format and the results shown on the FCC Form 1205 filing made by Cox compare closely
with the results obtained from the official FCC analytical model reconstructed with Cox

supplied cost data for the purpose of the Review.
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However, Cox’s treatment of certain costs may be incorrect and adjustments to
Cox’s FCC Form 1205 filing have been made. The following is a discussion of these

adjustments.

Network Controller:
Cox reports that it utilizes a particular device, a network controller, to remotely

control the functions of all of its addressable converters which are located on customer
premises. The capital costs for this equipment have been included on Schedule A,
Column *“Other 2" of the FCC Form 1205. Accounting for this capital cost in this way
causes the recovery of this cost to become a portion of every service installation and’
equipment rental charge by virtue of its inclusion in the hourly service charge. Thus, a
subscriber who does not utilize an addressable converter still will be paying a portion of
the cost associated with the functioning of the addressable converters. Doing so, he pays
for equipment that he does not use and this is contrary to established cost of service

methodology and technique.

The FCC Form 1205 divides equipment and maintenance costs between system
and subscriber premises equipment. This fulfills the appropriate goal in cost of service
accounting to apply costs, as closely as is reasonable, to bear upon the subscribers that
cause those costs. Costs incurred on a systemwide basis in multiple functions should be
combined into charges applicable to all subscribers, while costs that are identifiable with
equipment used on only subscriber premises should be assigned to that equipment so as to
prevent subsidization among subscribers. For instance, as noted below, the FCC rules
specifically require adjustments to the hourly service charge for costs that are included on

Schedule B but which apply to customer premises equipment.

Similarly, the capital costs for the network controller really are directly related to
addressable converters. This capital cost is unlike trucks, maintenance buildings, tools,
mobile phones and the like because that equipment is used across all the functions of
cable operations while network controller usage is limited strictly to the addressable
converters which are located at subscriber premises. Accordingly, such specific and
identifiable capital costs should be included with the addressable controllers. It should be
removed from Schedule A treatment so as to eliminate the effect on the hourly service
charge and added to the addressable controller capital costs accounted for on Schedule C.
This action will limit recovery of the network controller costs only to those subscribers
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that use addressable controllers, which is the correct cost of service treatment. This
reassignment of costs has been incorporated into the FCC Form 1205.

R & M and Commissions - Converters:
Cox has included as operating costs on Schedule B, Column “QOther 2" of the FCC

Form 1205 amounts related to repair, maintenance and commissions associated with
converters which are rented to subscribers. While this cost treatment is not prohibited by
FCC rules, the rules do provide that adjustments must be made to eliminate the effect that
this cost treatment has on the hourly service rate. The FCC instructions for completing

the FCC Form 1205 state:

If an expense amount is included on Schedule B for equipment sent
out for repair, an appropriate adjustment to the total labor hours
reported on this Form must be made. This adjustment adds
"equivalent labor hours" to the total company labor hours. This may
be calculated, for example, as total costs included on Schedule B for
work sent out for repair divided by the average company technician
wage rate. The total cost may be recovered by including the average
hours in the computation for the appropriate equipment charges
computed in Steps C through E. In any case that an amount is
included on Schedule B for work sent out for repair, explain all the
adjustments made on the Worksheet. This explanation must include
the number of hours added on line 6 below as well as a description
of and the number of hours added into the charges developed in

Steps C through E.

Cox included such a cost component on Schedule B, but has not provided any
supporting detail on how, or even if, the required adjustment was made. The FCC Form
1205 that Cox filed in 2002 included a discussion that appears to conform to the FCC
required adjustment. In that filing Cox stated in the “Preparation Documentation” that:

Pursuant to FCC Form 1204 Instructions (June 1996) at page 14
(Note 1), and adjustment to the total labor hours reported on Step A
Line 6 was determined by total costs billed from Wyndmoor divided
by the average company technician wage rate, The “equivalent labor
hours™ (82,945) were added to the total company labor hours.
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Cox’s latest filing simply states that “Additionally, hours previously included for
Cox’s outside service repair center (Wyndmoor) have been shifted to in-house
personnel.” As this supporting information does not include reference to the adjustment
performed in the prior filing, and yet the similarly identified amount appears on Schedule
B, it originally was assumed that the FCC required adjustment was not made in the instant
filing. Accordingly, an adjustment to the FCC Form 1205 was made by the following
method. A current proxy for the average technician wage rate was obtained from
information supplied with the February 18, 2004 letter previously identified. Therein the
annual salary with benefits for two technicians was shown as $104,192. This amount was
divided by 2 and then by 2,080 to yield an average hourly rate of $25.05. The Schedule B
component for repair, maintenance and commissions on converters of $4,650,873.58 was
divided by this average hourly rate to produce 185,692 “equivalent hours.” These hours
then were added to the total labor hours in Step A as provided for by the FCC Form 1205
instructions, and also applied to the maintenance hours for both types of converters. In
this way, the full costs of converter repair and maintenance are recovered through only
the rental charges for the converters. These adjustments are clearly set forth in the
adjusted FCC Form 1205 originally prepared as a part of the Review.

However, Mr. Lutzker has cast doubt on the necessity of this adjustment. In spite
of the fact that the certified as true and correct Cox FCC Form 1205 filing did not
describe this adjustment and therefore did not include the level of detail required by the
FCC regulations supporting the adjustment, or indicate just how it was incorporated into
the FCC Form 1205 format, he asserts that, indeed, this adjustment had properly been
made. Accordingly, he alleges, the adjustment described above double counts what the
FCC requires to Cox’s unfair disadvantage and therefore is incorrect. He argues further
that the adjustment method employed was incorrect.

In this case, Mr. Lutzker’s letter provides significant persuasive detail about this
matter. Itis the sort of detailed explanation that should have been included in the original
FCC Form 1205, and which is required but was absent, which fact gave rise to the
necessity for proposing an adjustment. Accordingly, the FCC Form 1205 analyses
prepared for the Review has been adjusted to accommodate this new information.

The adjustment for the network controller resulted in adjustments to the maximum
permitted rates allowable for subscriber installation services and equipment rental from
the levels determined by Cox’s FCC Form 1205 filing. The following schedule provides
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a comparison of the maximum rates determined by Cox to the rates derived from the
above adjustments as well as showing the difference of actual rates charged to the

adjusted maximum permitted rates.

Maximum Permitted Actual Rates
Rates

Per Cox Adjusted Current Status
Inst. Unwired Homes $57.56 $53.94 $48.00 OK
Inst. Prewired Homes $32.00 $£29.99 $£30.00 ~High
Add. Con. Initial $30.45 $28.53 $21.00 OK
Add. Con. Separate $32.60 $20.55 $30.00 OK
HDTYV installation $71.00 $66.53 No Chg? ?
Remote Type | $0.27 $0.25 $0.21 OK
Motorola Side Car $11.05 $10.98 No Chg? g
Addressable Converter $4.30 $4.27 $2.99 OK
Non-add. Converter $0.49 | $0.48 0.49 ~High
HDTV Box $10.69 $10.68 No Chg? ?
PVR Box $13.65 $13.64 $3.20 OK
Change Tiers $1.99 $1.99 $1.99 OK
Hourly Service Charge $51.16 $47.94 ? High?

The result of the above comparison is a finding that Cox’s listed existing rates do
not materially exceed the properly determined MPRs. Cox did not provide a proposed
“rate card” with its filings. It did provide an attachment to the FCC Form 1240 filing that
listed the rates that would remain in effect as of June 1, 2004. This schedule of rates did
not include charges for equipment and services that were priced out on the system wide
FCC Form 1205 that Cox submitted. Itis assumed that these services and equipment
either are not available to subscribers in the City or County, or that Cox does not charge
for such services or equipment. In any event, as noted above, the actual rate and status of

such charges cannot be determined.

As with the FCC Form 1240 derived rates for BST cable programming services,
any rates for service installations and equipment that exceed the maximum permitted rates
during a particular time period are subject to refund. But it is important to note that the
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rates determined by the FCC Form 1205 filing are not trued-up each year as is the case
with rates that are determined by the FCC Form 1240 methodology. Thus, there is no
process inherent in the FCC Form 1205 rate methodology that will adjust for over or
undercharges to subscribers. Accordingly, there is no need to establish maximum
permitted rates for customer equipment and rentals to be carried forward to another year.
As long as the rates proposed to be into effect in the Projected Period do not materially
exceed the properly determined maximum permitted rates, they may be considered
reasonable and approved for implementation. In this case, the known rates Cox currently
has in effect do not exceed materially exceed the maximum permitted rates and may be

approved.

CONCLUSION

The Franchise Authorities should enact rate resolutions that require a reduction of
Cox’s current BST rate of $11.60 per subscriber per month to the level of $9.43 per
month for City subscribers and $10.66 per month for County subscribers. The rate
resolution also should establish the 2003 FCC Form 1240 MPRs for the BST at the levels
of $7.8311 for City subscribers and $9.1169 for County subscribers and require Cox to
utilize these respective levels and the associated components as the starting point for its
next annual FCC Form 1240 filings for the City and County. The amended Form 1240

filings should be rejected.

The rate resolutions also should establish the correct FCC Form 1235 system
network upgrade surcharge at the level of $1.60 for City subscribers and $1.55 for County
subscribers, and approve the continued application of the existing rates for equipment

installations and rentals.

Finally, Cox should be ordered to account for and prepare a plan to refund
revenues, with interest, that it received from subscribers since last June 1, 2003 to the
extent that the rates charged for BST cable programming services exceeded the levels of
$9.63 for City subscribers and $10.86 for County subscribers.
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This refund report and plan should be submitted within 30 days of the adoption of
the rate resolutions and must conform to FCC regulations for making refunds.
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CITY

OF GAINESVILLE AND COUNTY OF ALACHUA

DEVELOPMENT OF ADJUSTED SYSTEM UPGRADE SURCHARGE

Part I. Revenue Requirement Computation
(a) (b)
(<)
Line Number and Description CITY COUNTY
CITY COUNTY
1 Net Rate Base *hhkkdhkhhhkhrhkhkrkhkhik
2 Return on Investment
a. Rate of Return Percentage 11.250%
b. Computed Return on Rate Base
$312,645 $283,554
3 Allowance for Income Taxes
a. Federal Income Tax Rate 0.35000
b. State Income Tax Rate 0.05500
c. Return on Rate Base $312,645 $283,554
d. Interest Charges $129,921 $117,832
e. Distributions (Non-C corp. filers only)
f. Contributions (Non-C corp. filers only)
g. Return Amount Subject to Income Tax $182,724 $165,721
h. Income Tax Allowance
$114,751 $104,073
4 Total Operating Expenses
$228,237 $206,999 :
5 Total Revenue and Income Adjustments
($32,193) ($28,450)
6 Total Revenue Requirement
$623,440 $566,176
Part II. Charges for Regulated Services Computation
CITY COUNTY
Line Number and Description
1 Revenue Requirements $623,440 $566,176
2 Number of Subscribers [per Cox 1235 £ 32,517 30,480
3 Annual Revenue Requirement per Subscr$19.1727 $18.5753
4 Monthly Charge (Ex. Fee) $1.5977 $1.5479
BST ADJUSTED COosT TOTAL UPGRADE
ADJ BST ALLOCATION
ALLOCATOR COUNTY CITY ALLOCATION COUNTY
CITY COUNTY CITY
BST Channels 20 20 Net Rate Base
B R o o R o R R R o )
Bandwidth @ 6MHz/C 120 120 Interest Expense $736,452
$812,006 $117,832 $129,921
Total Bandwidth MH 750 750 Operating Costs
*****************‘**7*$206’999 $228,237 .
BST Allocation Fac 16.00% 16.00% Incremental Revenue Assigned by
Cox $28,450 $32,193
Allocator per Cox 16.80% 16.80%

BASES FOR ADJUSTMENTS

il

bandwidth and each anal

The FCC 1235 explanation states that allocation of costs to BST is based on



2. Cox failed to bring incremental revenues forward to summary sheet as a
credit [negative value] to

Sp Cox's calculation of income tax allowance did not follow the FCC Cost of
Service worksheet. The F

These presentations are based upon the FCC 1235s filed by Cox dated 2/25/02.

CITY OF GAINESVILLE AND COUNTY OF ALACHUA FLORIDA
REDEVELOPMENT OF FORM 1240 WKS

7 FRANCHISE COSTS

City/CountAllocation
Monthly City of Alachua
Per Cox Adjustment
Totals Gainesvil County
Franchise Required CscC [Hawthorne Rd]
56% 44%
Annual Building Expenses $71,372 $0
$5,948
Annual Staffing Expenses $152,739 ($152,739)
$0
Annual Staff Vehicle $1,980 ($1,980)
$0
Total Annual for Hawthorne C$226,090 ($154,719)
$5,948 $3,331 $2,617
Capitalized Assets (10 years) $12,218 $0
$102 $57 $45
Beautification Projects
Gainesville Beautification - 2000 -$356,756 ($356,756)
50 0
Alachua Beautification - 2000 - 3.2%$336,863 ($336,863)
50 $0
Gainesville Beautification - 2001 - $53,206 ($53,206)
S0 $0
($746,825)
Franchise Contribution Costs
Capital Grants [Annual Cost] $39,045 $0
$3,254 51,822 $§1,432
BST Portion Refranchising Costs ([An $17,521 $0
$1,460 $818 $642
Additional Capital Grants 7/96 - 7. $62,170 50
$715 $715
Required Channels
L.0. Channel 12 Fiber (2000/3.25 vyr$243,813 ($243,813)
$0
Education Channel 6 - UF Fiber (2005218, 046 ($218,046)
$0
Incremental PEG Costs [Annual - See 510,730 $-0
$894 $894 $0 ’
TOTALS ($461,859)

$12,372 $7,636 $4,736



ADJUSTMENTS FOR FORM 1240 - WKS 7
FRANCHISE F City County

Per Company Annual $439,394 $275,353

Per Company Annual $372,000 $228,000

Adj. Monthly TU & $7,636 $4,736
Adj. Annual TU & P $91,635 $56,830

NOTE:

Figures for this analysis developed

2000/2001, Franchise Authority w
dated February 18, 2004.

CITY
BST MPR PER COX 1240-2003 ATTACHMENT $9.3600
FCC FORM 1235 SURCHARGE 5$1.8000
TOTAL MPR PER COX $11.1600
RATE CHARGED BY COX $11.1000
BST MPR ADJ. - LIMITED FRANCHISE FEES $7.8311
ADJUSTED FCC FORM 1235 $1.5977
TOTAL ADJUSTED THEORETICAL MPR $9,4289
EXCESS OF CURRENT RATE $1.6711

2003 PROJ. PERIOD AVG. SUBS [from 124 36,489
THEORETICAL OVERCHARGE FOR

2003 PROJECTED PERIOD $731,737
BST MPR ADJ. - LIMITED FRANCHISE FEES $7.8311
EXISTING FCC FORM 1235 CHARGE $1.8000
TOTAL ADJUSTED MPR $9.6311
EXCESS OF CURRENT RATE $1.4689

2003 PROJ. PERIOD AVG. SUBS [from 124 36,489
REFUNDABLE OVERCHARGE FOR FULL
2003 PROJECTED PERIOD $643,168

REFUNDABLE OVERCHARGE FOR 11 MO
OF 2003 PROJECTED PERIOD $589,571

from

Cox 1240

COUNTY
$10.6100

$1.7400
$12.3500
$11.1000

$9.1169
$1.5479
$10.6649

$0.4351
23,154

$120,899
$9.1169
$1.7400
$10.8569

$0.2431
23,154

$67,536

$61,908

filings

for
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Mr. Wayne Bowers, City Manager

City of Gainesville

P.O. Box 490 _
Gainesville, FL 32602 { 0

Mr. Randy Reid. County Manager QAN RARCRASISER iES
County of Alachua

P.O. Box 2877
Gainesville, FL 32602

Dear Wayne and Randy,

Please find enclosed the response of our counsel to issues raised by Rice, Williams
Associates. As you will see, there is one non-material calculation error found as well as a
series of incorrect, unsubstantiated allegations made by the consultant which would not
result in a change in our rates. Please remember that our basic operator selected rate has
not increased in 2 years and will decrease in June as the result of our most recent filing.

I hope that, upcn consideration. you agree that there is no basis to advise Commissioners
to proceed with a rate order. As vou can see, the consultant report is not just a critique of
Cox. but is an indictment of the city and county's rate regulation as well, since many of
the items with which the report finds fault have either been affirmatively accepted. or not
challenged by the city and county for years. This last minute analysis by Rice. Williams
Associates, presented literally at the eleventh hour, erroneously attempts to read into
franchise language interpretations that were neither intended nor anticipated by either of

the parties.

We have filed forms 1240, 1235 and 1205 with the city and county each year and have
used the same methodology to calculate rates. Neither the city nor the county has raised
any concerns about the filing in prior years. Cox methodology has been repeatedly
confirmed by the county in writing and by the city, county and Cox in numerous

discussions and in practice.

If you have questions about the report of our attorney, please contact us. We are
confidant that, given it's contents, you will not proceed with a rate order that contravenes
FCC regulation, City and County past practice and common sense understanding ot the

intent of the franchise.

In the event that the city and county reverse their prior determinations on Cox's rate
filings and issue an order prescribing rates as suggested by the consultant. Cox will
appeal to the FCC. When the FCC inevitably reverses such an order. maximum
permitted rates will. under the FCC's rules. increase to recover the costs unjustifiably



denied by the consultant's report, plus an additional 11.25% per year. In the unlikely
event, the FCC, some years hence, confirms the consultant's interpretations, the result
will be a true up of rates for customers in whatever year the decision is made. Customer

credits are not part of the process.

Finally, I would be remiss if I did not mention that both the timing and findings of the
Rice, Williams report were completely unexpected by us. Receipt of the report more than
330 days after our rate filing forced a labor intensive and very costly response on our part
in just 2 weeks time. The tone of the consultant's assertions continues a dialogue which
began more than a year ago with the audit of our past franchise fee payments; a dialogue
in which our actions are condemned and penalties are threatened.

We continue to provide exemplary service to customers as evidenced in the consultant's
survey results and our own quarterly surveys. We are an outstanding community servant
as demonstrated in our receipt of the Business Leadership Award by Governor Bush last
year and our Business Recognition Award as a leader in education by the State
Commissioner of Education next Tuesdav. We continue to invest massive amounts of
capital in the community in the absence of a franchise agreement as is obvious in our
system upgrade. DVR launch (first in the nation) and high definition availability.
Through the customer base we built at great cost, we contribute more than one million

dollars annually to your budgets.

[ am unaware of any other business that plays a greater role in furthering the financial,
technological. educational, cultural and emotional well-being of the city and county.

We are perplexed by the continued assault on our business by consultants advising the
city and county. We find their efforts wholly irreconcilable with our contributions to the
community, to our history of strict adherence to federal. state and local regulation and to
our understanding of the positive relationship we have built with city and county

officials.
Sincz :
Mike Gj mupZtro

Vice President and General Manager

cc: Richard Mulligan, Cox
Michael Cox Grover, Esq.,
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4%/ WQ
Mike Gjampietro

Vice President and General Manager

cc: Richard Mulligan, Cox
Michael Cox Grover, Esq..
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April 19, 2004

BY HAND DELIVERY

Mr. Wayne F. Bowers

City Manager

City of Gainesville

P.O. Box 490

200 East University Avenue
Gainesville, Florida 32602-0490

Mr. Randall Reid

County Manager

Alachua County

12 SE Ist Street
Gainesville, Florida 32601

Re: CoxCom, Inc.; Rice Williams Associates Report on Review & Analysis of FCC
Forms 1240, 1235 & 1205 - 2003 Filed by Cox Communications
Gainesville/Ocala for City of Gainesville and County of Alachua, Florida

Dear Mr. Bowers and Mr. Reid:

As legal counsel with extensive experience in cable television franchising and
regulatory matters, including, among other things, the Communications Act of 1934, as
amended (the “Communications Act” or the “Act™), and the applicable cable television rate
regulations and policies of the Federal Communications Commission (the “FCC”), CoxCom,
Inc. and its subsidiary Cox Communications Gainesville/Ocala (collectively, “Cox”) have
asked us to review and comment upon the above-referenced report prepared by Rice Williams

Associates (the “Report”).

We recognize that the FCC’s rate forms and regulations are extremely complex and
consequently are subject to good-faith misinterpretations and miscalculations by local
franchising authorities or their consultants. Nevertheless, our review has revealed several
mathematical and methodological errors in the Report that have resuited in inaccurate
conclusions and unsupportable recommendations. As discussed in greater detail below, these
errors and methodologies are inconsistent with the FCC’s rules, policies, and precedents; the
franchise agreements between Cox, the City, and the County; and the well-established
methodologies agreed upon among Cox, the City, and the County in all the previous rate
proceedings. Indeed, the Report reflects fundamental misapprehensions regarding both the
FCC's governing cable television rate regulations and the franchise agreements.



Mr. Wayne F. Bowers
Mr. Randall Reid
Aprl 19, 2004

Page 2

We understand that in the past, cooperative efforts between Cox and the City and
County resulted in the reasonable rates and exceptional service Cox’s customers have enjoyed
and continue to enjoy.! Adoption of the Report’s adversarial and objectively incorrect
positions, however, would result in decisions that are both unfair to Cox and incapable of
withstanding review by the FCC We consequently believe the City and the County have little

choice but to reject the Report.?

One of the Report’s fundamental flaws is that in most cases it fails to explain the
specific adjustments made in revising Cox’s rate filings and fails, beyond mere assertions, to
substantiate the reasons the consultant believes Cox’s accounting for certain costs either is
inaccurate or inconsistent with FCC rules. This obviously created difficulties for Cox in
understanding and analyzing the consultant’s positions. More importantly, however, the
absence of those explanations fails the FCC’s standard for local rate orders. Under the FCC’s
rules and precedents a franchising authority’s rate order must affirmatively demonstrate both
why the proposed rate is unreasonable and why the recomputed rate it prescribes is reasonable.
Because Cox justified its proposed rates in accordance with the FCC’s rate regulations, the .'
consultant here “carries the burden of affirmatively demonstrating . . . why [Cox’s ] proposed
BST rate was unreasonable and why, on the other hand, its prescribed rate is reasonable.”?

To satisfy this test under the FCC’s standards, the Report may not simply put forth an
“acceptable alternative,” but rather must “demonstrate clearly and convincingly a fatal flaw”

in the proposed rates.*

! Despite substantial increases in the costs Cox incurs to provide service basic service,
equipment, and installations, Cox’s rates in the City and the County have remained unchanged

since June 2002.

2 As you know, Cox’s actual rates in the City and the County remain significantly below
the MPRs justified on its May 2005 and March 2001 rate filings. Due to the consultant’s errors,
however, the Report recommends unprecedented and unwarranted refunds of $590,000 in the
City and 562,000 in the County (excluding interest). Although our review also has identified
minor, good-faith errors in Cox’s rate calculations, the correction of those minor errors actually
results in an increase to the maximum permitted rate (“MPR”) justified by Cox’s FCC Forms
1240. We understand that Cox has no intention of increasing its actual rates; nevertheless, Cox is
re-submitting its FCC Forms 1240 and 1235 to re-establish the correct MPR. These revised
filings are attached hereto and demonstrate that Cox’s MPR is §11.24 in the City and $12.43 in
the County. Cox’s actual BST rate in both the City and the County remains $11.10.

3 Falcon Community Ventures [, 13 FCC Red 12503, 12505 at para. 5 (1998) (footnote
omitted, citing [mplementation of Sections of the Cable Television Consumer Protection and
Competition Act of 1992: Rate Regulation, Report and Order and Further Notice of Proposed

Rulemaking, 8 FCC Red 5631, 37"3-”4 (_1993) (“Rate Order™)).
Y Naderv. FCC, 520 F.2d 182. 195 (D.C. Cir. 1975) (cited in Rate Order, 8 FCC Red at

5723, n.366).
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The Report fails to satisfy this standard because it neither explains the specific
adjustments to Cox’s revised Forms 1235, 1240, and 1205 nor substantiates its vaguely
asserted belief that certain costs were not accounted for properly. With one exception related
to a minor error on Cox’s FCC Forms 1235 caused by an incorrect formula embedded in the
Form 1235 computerized spreadsheet Cox used to calculate its upgrade costs, to the extent the
Report has attempted to provide rationales for its revisions, those rationales conflict with the
mathematical principles of the FCC’s regulations, the FCC’s policies, and the explicit terms of

the franchise agreements.>

The Report’s various errors and the analysis supporting our conclusions are explained

in the following paragraphs.

1. FCC Form 1240 Issues

A. Franchise Related Costs (“FRCs”)

Under the FCC’s rules and orders, cable operators are “permitted to include increases
in franchise requirement costs thar the operator would not have incurred in the absence of the
franchise requirement(;]” this policy applies to “both new requirements . . . and increases in
the cost of complying with existing requirements.”® In addition to the costs of providing
public, educational, and governmental (“PEG™) access channels and programming, such FRCs
also inciude: (i) the costs of technical and customer service standards that exceed federal
standards; (ii) the costs of instirutional networks and the provision of video services, voice
transmissions and data transmissions to or from governmental institutions and educational
instirutions, including private schools; and (iii) the costs of removing cable from utility poles
and placing the same cable underground.’” Although the calculation is not performed

> Until now, Cox has not reflected in its MPR all the costs specifically permitted under the
FCC’s rules. For example, Cox previously has not incorporated the 11.25% rate-of-return it is
allowed on the Franchise Related Costs (“FRCs”) reported on Line 707 of FCC Form 1240. See
Implementation of Sections of the Cable Television Consumer Protection and Competition Act of
1992: Rate Regulation, Thirteenth Order on Reconsideration, 11 FCC Rcd 388, 442 at para. 136
(1993) (“Thirteenth Order™). Inasmuch as the Report has inappropriately and inaccurately
revised Cox’s FCC Forms 1240 and has identified a minor error in one of the FCC Form 1235
embedded formulas, Cox has revised its rate filings to include the rate-of-return permitted under
the FCC’s rules in the FCC Form 1240 and to correct the embedded formula in the FCC’s
computerized FCC Form 1235 spreadsheet. Although this revision to include the permitted rate-
of-return has no effect on Cox’s actual rates, it demonstrates that Cox’s MPR actually is greater
than previously justified and confirms that the Report’s conclusions are incorrect.

8 Thirteenth Order, 11 FCC Red at 441, para. [32.
" Seeid:;47 C.FR.§ 76.925.
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- automatically in the FCC Form 1240 computerized spreadsheet, the FCC’s rules and policies
also explicitly permit operators to recover an 11.25% rate of return on any funds expended to

satisfy such franchise requirements.®

Despite the FCC’s explicit rules that guarantee Cox’s ability to recover its FRCs in
regulated rates, the Report disallows various costs associated with franchise-required customer
service facilities that exceed federal standards, the removal of aerial facilities and replacement
of those facilities underground, and the provision of video, voice, and data services to and
from governmental institutions.® Moreover, the Report has ignored the FCC rule that
specifically permits Cox to recover an 11.25% rate of return on its amortized FRCs.

Although Cox previously has not incorporated a rate-of-return for FRCs in its MPR, the -
consultant’s failure to account for this aspect of the FCC’s rules in the analysis of Cox’s rates

undermines the validity of the Report’s conclusions.

Given governing FCC rules and policies, as well as the plain language of the franchise
agreements discussed below, the Report’s erroneous removal of Cox’s FRCs from the MPR
calculation is incapable of withstanding review and should therefore be rejected.

1. Customer Service Facility

The Report concedes that the franchise agreements require Cox “to establish and
maintain a full customer service facility in the eastern portion of franchisee’s service area”'?
and that the FCC rules permit the inclusion of such costs to the extent they exceed federal
standards.!! Nevertheless, the Report asserts that it made unspecified “[a]djustments to
remove the staffing costs and staff vehicle costs”!? without regard to the fact that such costs
exceed federal requirements and that the franchise agreements acknowledge as much. The
Report attempts to rationalize this adjustment by positing that customer visits to Cox’s east
side customer service facility would otherwise be accommodated by “increasing staffing and

3 Thirteenth Order, 11 FCC Red at 442, para. 136. The Commission determined in the
Thirteenth Order that “operator(s] will be required to amortize the cost of franchise imposed
capital expenditures over the useful life of the items. . . . [and] that operators will be permitted to
recover an 11.25% rate of return on this investment.” [a’ See also TCI Cablevision of
Arcadia/Sierra Madre, 13 FCC Rcd 311, n. 19 (Cab. Serv. Bur. 1998) (“The Form . . . does not
have separate entries where the return amount is reported. Rather, costs that include a return

amount are reported as a lump sum.”).
?  Report at 4-6.
10 Franchise Agreement § 21(b); Report at 4.
"' Report at 4.
i
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facilites at the customer service facility that Cox maintains pursuant to federal
requirements.” 3

The Report’s misapprehension of the FCC’s rules and the franchise agreements is
obvious and its speculation is irrelevant. First, contrary to the Report’s assertion, no federal
standard requires that Cox maintain any customer service facilities in its franchise area.
Section 76.309 of the FCC'’s rules requires only that cable operators maintain telephone access
for customer service and that any customer service facilities the operator chooses to establish
will be open during normal business hours.!* Therefore, all the costs of operating and
maintaining Cox’s east side customer service facility constitute FRCs under Section 76.925 of
the FCC’s rules'® because such franchise-required expenditures obviously exceed federal
standards, which do not mandate the walk-in customer service facilities Cox maintains

pursuant to the requirements of franchises.

Second, the franchise agreements explicitly recognize that the requirement for Cox to
establish and maintain the east side customer service facility exceeds federal standards.
Section 21(a) of the franchise agreements state that “[t]he franchisee will be required . . . to
adhere to the Customer Service Standards as promulgated by the Federal Communications
Commission,” and Section 2 I(b) states that “/i/n addition, franchisee will establish and
maintain a full customer service facility in the eastern portion of franchisee’s service area.”!6
Thus, no doubt can exist that the franchise agreements contemplated the requirement for an
east side customer service facility would be in addition to federal standards.

Inasmuch as all Cox’s costs associated with operation of the east side customer service
facility exceed federal standards under the plain language of the FCC rules and the franchise
agreemens, the Report’s speculation regarding costs that Cox might incur if it were not
required by the franchise agreements to establish and maintain the east side customer service
center are irrelevant. To comply with the FCC’s rules, therefore, the City and the County
must reject the exclusion of Cox’s acknowledged FRCs from the MPR calculations.

2. Beautification Costs

Section 23(e) of the franchise agreements states that “[o]n streets and roads where
electrical and telephone wiring is installed underground, at the time of initial cable
construction, or if subsequently both go underground, the cable must also be installed

P

14 47 C.FR. § 76.309.

I3 47 C.FR. § 76.925(a)(3).

' Franchise Agreement § 21(b) (emphasis added).
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underground at no expense to the City.” Pursuant to City and County “Beautification
Projects” under Section 23(e) of the franchise, Cox has expended substantial sums in removing
cable from utility poles and placing it underground and included an amortized portion of those
costs in its FCC Form 1240 calculation.!” As noted above, the FCC’s rules specifically

identify such costs as eligible FRCs.!8

The consultant nevertheless removed all costs associated with the required removal of
aerial facilities and the placement of those facilities underground from Cox’s MPR calculation.
The rationales for doing so, according to the Report, are that (i) “[t]he City/County staff is not
aware of any verbal or written requests made to Cox for the undergrounding of facilities other
than during situations where it was required by the franchise agreement”; and (ii) ~[t]he
franchise agreement provides that the cost of such installations and relocations are to be born
[sic] by Cox and are not to be included in rates.”!® The Report’s initial rationale actually
demonstrates that Cox properly included such costs in its FCC Form 1240; the second is both
inaccurate and contrary to the plain language of the franchise agreements and the FCC’s rules.

First, because the Report acknowledges that verbal or written requests for
undergrounding were made to Cox “where it was required by the franchise agreement,” the
Report concedes that the costs associated with such franchise-required undergrounding
activities qualify as FRCs under Section 76.925(a)(5) of the FCC’s rules.?? Second, contrary
to the Report’s assertion, the franchise agreements in no way provide that Cox is required to
bear such costs while being prohibited from incorporating them in its regulated rates. As the
franchise provision quoted above makes clear, the only requirement regarding undergrounding
costs is that such costs shall be “at no expense” to the City or County.?! Even if the
franchises required that Cox bear such costs or even if the franchises prohibited Cox from
incorporating such costs in rates, which they do not, those provisions would be preempted by

17" See Letter, dated February 18, 2004, from Michael Mcl. Grover (Cox Director of
Government A ffairs) to Jean Rice (Rice Williams Associates). Cox expended $356,756.08 and
$336.863.04 in the City and County respectively during 2000 for the undergounding of aerial
facilities as required under the franchises.

18 47 C.F.R. § 76.925(a)(3); Thirteenth Order, 11 FCC Red at 441, para. 134.
19 Report at 4 (emphasis added).

20 47 C.ER. § 76.925(a)(3).

*I' Franchise Agreement § 23(e). We also observe that Section 23(f) of the franchises, which
require the relocation of Cox’s facilities to accommodate street improvements or re-surfacing, 1s
not relevant to costs Cox incurred for undergrounding and that Cox’s costs associated with
relocation of its facilities pursuant to Section 23(t) arc not included in any Cox rate filing.
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the Communications Act because the FCC’s rules promulgated under Section 623 of the Act
specifically provide for the inclusion of these FRCs in Cox’s maximum permitted rate.??

Finally, contrary to the Report's unsubstantiated speculation, we understand that Cox’s
expenditures in removing its aerial facilities and placing them underground as required in the
franchises are not reflected in Cox’s FCC Form 1235 and were not undertaken in conjunction
with any system upgrade. Not surprisingly, the Report fails to identify any entry in any rate
filing or supporting schedule, any correspondence, any conversation, or any other evidence
that would indicate otherwise. The Report’s unexplained and unsupported belief “that these
costs were included in [the system network upgrade] project for which a rate surcharge is
being assessed,” % therefore is not only untrue, but also fails to satisfy the FCC’s standards

applicable to local rate orders.

Because the Report acknowledges that Cox’s costs associated with removal and
placement of aerial facilities underground were incurred pursuant to “verbal or wrinen
requests . . . during situations where it was required by the franchise agreement” and because
such costs were not incurred in connection with a system upgrade and are not reflected in any
other rate filings, the Report’s exclusion of such costs from Cox’s regulated rates should be

summarily rejected as inconsistent with the FCC’s rules.
3. Educational/Governmental Access

FCC rules and policies also specifically permit Cox to include in its rate filings “the
costs of institutional networks and the provision of video services, voice transmission and data
transmission to or from governmental institutions and educational institutions, including
private schools.”* Section 18 of the franchise agreements requires that Cox provide, among
other things, educational and governmental access channels, “live and taped replay coverage
of City and County Comimission meetings and School Board meetinc:,rs,”_26 “two-way
communication” for use by the educational and governmental channels,?’ “equipment and
connections between the City’s [and County’s] equipment and the Franchisee’s trunk facilities

22 14 Under Section 636 of the Act, “any provision of law of any State, political
subdivision, or agency thereof, or franchising authority, or any provision of any franchise granted
by such authority, which is inconsistent with this Act shall be deemed to be preempted and

superseded.” 47 U.S.C. § 556.
23 See Report at 4.
24 Thirteenth Order, 11 FCC Rcd at 441, para. 133; 47 C.F.R. § 76.925(a)(#).
23 Franchise Agreement. § 13(a)(1).
14, § 18(a)(2).
I, § 18(a)(4).



Mr. Wayne F. Bowers
Mr. Randall Reid
Aprl 19, 2004

Page 8

[that] conform to accepted CATYV and broadband communications standards, %% “[s]tudios and
related equipment and facilities” for use by the City and County local origination channels,
and connections “to facilities within the City {and County] . . . which are owned or occupied
by a local governmental entity for predominantly educational or governmental use. "’

Pursuant to the FCC’s rules and the explicit requirements of the franchises noted
above, Cox included in its FRC calculation franchise-required costs for connections to the
Journalism Building (Channel 6) and City Hall (Channel 12).>! The Report, however,
eliminated such costs based upon its erroneous and unsubstantiated beliefs that: (1) Cox
“included costs for new fiber connections” to the Journalism Building and City Hall;

(ii) “[t]here is no indication that the City/County staff requested such bandwidth expansion”;
and (iii) “the installation of fiber . . . was part of Cox’s overall system network upgrade”
whose costs were included in “the rate surcharge associated with that project.”*

The Report’s rationales are without merit and are irreconcilable with the FCC’s rules.
Contrary to the Report’s unsupported assumptions, our investigation confirmed that the fiber
connections Cox installed to the Journalism Building and City Hall are not new and are not
related to Cox’s system upgrade, but are the original facilities Cox installed to comply with its
franchise obligations. Moreover, the FCC’s rules specifically include as FRCs “both new
requirements . . . and increases in the cost of complying with existing requirements. >
Therefore, even if the facilities were new as the Report inaccurately asserts, the associated
costs would be properly reflected in Cox’s FCC Form 1240. '

The Report’s subsidiary argument that fiber connections are not “standard industry
practice” as opposed to “simply industry practice” also is unavailing. The franchise requires
that such facilities “shall conform to accepted CATYV and broadband communications
standards.”3* No reasonable argument can exist that Cox's use of fiber connections does not
conform to accepted standards, as required by the franchise agreement.’> The Report’s

28 1d., § 18(a)(5).

9 1d, § 18(a)(6).

3014, § 18(a)(8).

31 See Letter, dated February 18, 2004, from Michael McI. Grover (Cox Director of
Government Affairs) to Jean Rice (Rice Williams Associates) at Exhibit D.

32 Report at 5.

33 Thirteenth Order, 11 FCC Red at 441, para. 132.

3 Franchise Agreement, § 18(a)(3).

35 Indeed, given the consultant’s approach. had Cox not used fiber, the Report likely would
have claimed a franchise violation.
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tautology must therefore be rejected as inconsistent with both the franchise and the FCC’s
rules.

The Report also argues that Cox’s governmental and educational access costs should be
disallowed because the consultant found “no indication that the Ciry/County staff requested
such bandwidth expansion.” This claim is both inaccurate and irrelevant. It is inaccurate
because the original facilities Cox installed to connect the Journalism Building and City Hall
were not part of any “bandwidth expansion.” The Report’s claim also is irrelevant because
Cox’s obligation to install such facilities is independent ot any request made by the City or
County staff; that obligation is specifically required by Section 18 of the franchise and
consequently constitutes an FRC under the FCC’s rules regardless of whether Cox received an

addirional request from the staff.

Finally, the Report again recites an unsubstantiated belief that “the installation of
fiber . . . was part of Cox’s overall system network upgrade and that those costs already are
included in the rate surcharge associated with that project.”*® The Report offers no reason for
its belief and points to no aspect of Cox’s FCC Form 1235 (network upgrade) rate filing or
any other evidence to support its conclusion. As noted above, far more is required of the
comsultant by the FCC’s rules. In fact, and contrary to the Report’s unsupported speculation,
we understand that no FRCs are reflected in Cox’s FCC Form 1235, which by design includes
only “significant capital expenditures used to improve rate-regulated cable services.”’ Cox
properly reflected the costs of complying with franchise requirements such as the
governmental and educational access obligations required by Section 18 in Cox’s FCC Form
1240, and the Report provides no reason to believe otherwise. In the final analysis, the
Report’s conclusions are inconsistent with the facts, the FCC’s rules, and the franchise
agreements and consequently cannot be accepted as the basis for a reasonable decision by the

City or the County.

11. FCC Form 1205 Issues

A. Network Controller

The Report claims the costs Cox reported on Schedule A of the FCC Form 1205 for
the network controller — which is used in cable system headends to maintain the proper
functioning of customer premises equipment — should be eliminated and restated on
Schedule C because “[a]ccounting for this capital cost in this way causes the recovery of this
cost to become a portion of every service installation and equipment rental charge by virtue of

3 Report at 3.
37 FCC Form 1235 Instructions at |,
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its inclusion in the hourly service charge.”>® We agree that costs reflected on Schedule A of
FCC Form 1205 are a component of the FCC’s hourly service charge calculation. The
Report’s suggestion that cable system headend equipment such as the network controller may
be accounted for in Schedule C, however, is incorrect and would violate the FCC’s rules if

adopted.

The FCC’s equipment and installation rate regulations require separate calculations for
the hourly service charge (“HSC™), which is used primarily for determimng installation and
maintenance rates, and for the lease rates of customer premises equipment such as set-top
converters and remote control units.>® Contrary to the methodology adopted in the Report, the
FCC's rules do not permit the restatement of network equipment and maintenance costs (which
must be reported on Schedule A of the FCC Form 1205) as customer premises equipment
costs (which must be reported on Schedule C).*® Operators are required to report the capital
costs of installing and maintaining cable plant and equipment (i.e., network costs such as
trucks, buildings, and headend equipment such as the network controller, efc.) on Schedule A
of FCC Form 1205 and to report the associated operating expenses (salaries, benefits,
supplies, etc.) on Schedule B. The HSC is calculated on Worksheet A of the Form 1205 by
dividing the sum of those costs and expenses, both of which by definition exclude the costs of
customer premises equipment, by the number of associated labor hours. 4!

The FCC Form 1205 Instructions require that the items to be reported on Schedule A
include “annual costs of the equipment and plant necessary for the installation and
maintenance of customer equipment used to receive basic tier services. . . . . [and] exclude(]
the annual capital costs of customer equipment. ™ The Instructions specifically direct cable
operators to “include all equipment that you own” on Schedule A (other than customer
premises equipment such as addressable converters).*> Because the network controller Cox
uses to maintain control of set-top converters is headend equipment rather than customer
equipment, FCC rules require that the cost of network controllers be included on Schedule A,
as reflected in Cox’s FCC Form 1205. In contrast, the Instructions direct cable operators [0
include on Schedule C only “capital costs for each model or category of customer premuses

38 Report at 10.
39 See 47 C.FR. § 76.923(d). The capital costs of customer premises equipment such as
addressable converters are specifically excluded from the HSC calculation. /d.

4 FCC Form 1205 Instructions at 2, 3, 7, 12.
47 C.F.R. § 76.923(d).
‘2 FCC Form 1205 Instructions at 2 (emphasis added).

3 0d at 7.
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equipment that you offer in connection with regulated service”** and therefore to “list all
customer equipment for which you wish there to be a separate charge.”*> The FCC
consequently has held that Schedule C “is used only to compute the annual capital costs of
equipment leased to customers ”46 and repeatedly has stated that “Schedule C of Form 1205 is
the schedule operators are required to use for their for their capital costs of leased customer
equipment.”’ The Report’s contention that network controller costs should be restated on
Schedule C cannot be reconciled with the FCC’s rules because network controllers are
headend equipment and are not leased to customers or used on customer premises.

The simple reason for these bright-line distinctions in the FCC’s rules is that under the
Act, regulated rates for equipment leased to customers are limited to the actual cost of
purchasing and servicing equipment that customers use on their premises to receive basic
(“BST"™) cable service.*® The Communications Act and the FCC’s rules consequently require
that the costs of headend equipment such as the network controller must be incorporated in the
HSC calculation and recovered ratably through all installarions and customer premises
equipment maintenance charges. Thus, although the Report is correct to some extent that “a
subscriber who does not utilize an addressable converter still will be paying a portion” of the
network controller costs,*’ the same is true for all the other capital costs reflected on Schedule
A such as trucks, mobile radios, tools, buildings, efc., which the subscriber also does not
use.’® The fact of the matter is that the FCC’s rules require the methodology about which the
Report complains, and Cox as well as the City and the County are obligated to comply with
those rules and the mathematical principles underlying the FCC Form 1205 rate calculations.®!

4 14 at 3.

5 Id at12.
6 TCI of Richardson, Inc., 13 FCC Red 21690, 21694 at para. 12 (Cab. Serv. Bur. 1998)
(footnote and internal quotation omitted, citing FCC Form 1205 Instructions at 12).

47 TCI Cablevision of St. Louis, Inc., 12 FCC Red 15287, 15288 at para. 4 (emphasis added)
(Cab. Serv. Bur. 1997). See also, TCI of Seattle, Inc., 13 FCC Red 5103, 5104 at para. 3 (Cab.
Serv. Bur. 1998); TCI of Auburn, Inc., 13 FCC Rcd 2588, 2589 at para. 4 (Cab. Serv. Bur. 1998)..

48 Rate Order, 8 FCC Red at 5801-07 (1993); see 47 U.S.C. § 543(b)(3).

49 Report at 10.

30 Moreover, because the FCC’s allow for the aggregation of both addressable and non-
addressable converters into a single rate, the Report’s objection has little meaning. [nother
words, Cox could, if it chose, not charge a separate, lower rate for non-addressable converters, 1n
which case network controller costs would still be incorporated in the HSC and recovered from
all subscribers. See Implementation of Section 301(j) of the Telecommunications Act of 1996,
Aggregation of Equipment Costs By Cable Operators, Report and Order, 11 FCC Recd 6778

(1996).

*l' The FCC has repeatedly and consistently held that “{rjegardless of the particular
(continued...)
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The City and the County consequently cannot reasonably adopt the Report’s recalculation of
Cox’s equipment rates.

B. R&M and Commissions - Converters

The Report observes that Cox included contract labor costs associated with repair and
maintenance of converters on Schedule B, but assumes incorrectly that Cox failed to adjust its
total labor hours to reflect contract labor.’? As the City and the County are no doubt aware,
Cox has used the same FCC-approved methodology to account for contract labor hours in all
its previous and current rate ﬁlings.53 In fact, Cox’s current national FCC Form 1205 rate
filing included $4,650,873.58 in contract labor costs and included 106,936 additional labor
hours to account for contract labor in the HSC calculation.

Although we understand that prior to issuing the Report the consultant never requested
any information from Cox regarding its standard contract labor adjustment, the Report states
that “it is assumed that no adjustment was made.”* The Report then concocts an adjustment
that added to the HSC calculation 185,692 contract labor hours in addition to the actual
106,936 hours Cox had already included. As demonstrated below, the Report’s assumption is
unwarranted and its adjustment of labor hours is inaccurate and inconsistent with FCC rules.

(...continued)
obstacles facing a local authority, the Commission expects local franchising authorities to adhere

strictly to the mathematical principles underlying the benchmark approach of regulating rates in
their determination of rates for the basic cable service and associated equipment.” I'CJ
Cablevision of St. Louis, Inc., 9 FCC Red 2141, 2142 at para. 7 (Cab. Serv. Bur. 1994). See also,
e.g., Maryland Cable Parmers, L.P,, 13 FCC Red 5218, 5224 at para. 14 (1998); Sarmmons
Communications of New Jersey, Inc., 11 FCC Red 17253, 17262 at para. 14 (1996); Cox Cable
San Diego, Inc., 10 FCC Rcd 10050, 10052 at para. 9 (Cab. Serv. Bur. 1995); Telenois, Inc., 10
FCC Red 911, 912 at para. 8 (Cab. Serv. Bur. 1994); Implementation of Sections of the Cable
Television Consumer Protection and Competition Act of 1992: Rate Regulation, Buy-Through
Prohibition, Third Order on Reconsideration, 9 FCC Red 4316, 4346 (1994); Rate Order, 8 FCC

Recd at 5731.

32 Report at 10-11.

33 See FCC Form 1205 Instructions at 14, Note 1. We understand that in the nearly twelve
months since Cox submitted its rate filings, the consultant never sought information from Cox
regarding this aspect of its calculations.

5% The only basis advanced in the Report for this erroneous assumption is the statement in
Cox'’s filing that Cox was no longer using the Wyndmoor (contract labor) repair center and now
employs in-house labor for the work formerly sent there. This fact, however, is irrelevant to the

rate calculation.
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First, the City and County already are familiar with the contract labor adjustment Cox
has used consistently in its previous rate filings. That FCC-approved contract labor
adjustment is calculated by dividing total contract labor costs by the average company
technician wage rate. The result is added to the total labor hours reported on Step A, Line 6
of the FCC Form 1205. As noted above, in this case Cox included an additional 106,936
hours to account for contract labor hours. If the consultant had any questions regarding this
calculation, it easily could have requested such information from Cox prior to issuing the
Report, and Cox easily could have provided that information. Instead, the consultant assumed
incorrectly that no contract labor hour adjustment had been made and, rather than inquire
about contract labor hours or Cox’s average company technician wage, simply invented an
arbitrary adjustment based upon the compensation of only two Cox employees. The resulting

adjustment of 185,692 hours obviously is inaccurate.

Second, because the HSC is calculated by dividing the sum of equipment installation
and maintenance costs and expenses by the number of associated labor hours, the Report’s
addition of 185,692 non-existent contract labor hours to the denominator of the HSC
calcularion causes a substantial and incorrect reduction of Cox’s installation and maintenance
rates. The Report’s erroneous adjustment is particularly egregious because Cox's HSC
calculation already included 106,936 addirional hours to account for contract labor. Even
assuming for the sake of argument that the Report’s additional hours were properly included,
however (which they were not), the Report failed to make a corresponding adjustment to
installation task times as required by FCC rules. Therefore, the Report’s recalculation of the

HSC simply is wrong and cannot be accepted.

The Report’s inconsistent treatment of labor hours is confirmed by the fact that it
inflated Cox’s total labor hours for the purpose of calculating the HSC (FCC Form 1203, Step
A, Line 6), but failed to similarly increase the average labor hours for each of the tasks used
to calculate installation charges (FCC Form 1205, Schedule D). These hours must be included
or excluded from both sides of the equation, both as a simple matter of fairness and to comply
with the FCC’s rules.>®> The Report’s failure to do so precludes the proper matching of hours

35 The FCC has illustrated this point in an analogous context as follows:

Assume a small operator with no leased equipment that performed
one installation per year. Further assume that the installation took
two hours, one direct and one indirect, and that the operator's costs
for the installation were $ 80. The HSC would be $ 80 if computed
using only direct labor hours, and $ 40 if using direct and indirect
hours. In order to fully recover its costs, the operator must be
permitted to either use only direct hours in both calculation of the
HSC and the installation charge. or direct and indirect hours in
both calculations. In our example. the two options that would allow

full cost recovery are: S 80 HSC X | hour = 80 (using only direct
(continued...)
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and costs necessary to accurately calculate equipment and installation rates under the FCC’s
rules. Therefore, even if the Report’s inaccurate increase in the number of hours used to
determine the HSC were accepted for the sake of argument, the FCC’s precedents mandate
that a commensurate increase be reflected in the hours assigned to the various installation

tasks, which the Report failed to do.>®

Unfortunately, the Report’s methodology, if accepted, would effectively prevent Cox
from fully recovering its actual equipment basket costs and consequently would violate the
FCC’s rules. Because the Report’s adjustment for contract labor hours is based upon a false
assumption and is inaccurately calculated in any event, it cannot form the basis of a reasonable

decision and consequently cannot be accepted.

III. FCC Form 1235 Issues

The Report makes several unwarranted adjustments to Cox’s network upgrade
calculation, which are discussed in greater detail below. Nevertheless, our analysis confirms
that the Report correctly identified one issue concerning an error in the embedded formula for
incremental revenues on the computerized Form 1235 spreadsheet Cox used to calculate its
upgrade costs.’’ Correcting for the error in the embedded formula slightly reduces the Form
1235 network upgrade calculation, but has no effect on Cox's actual rate in either the City or
the County. Therefore, attached hereto are revised filings for the City and the County that
incorporate the corrected incremental revenue formula on Part II, Line 5 of the FCC Form

1235.%8

(...continued)
labor hours); and $ 40 HSC X 2 hours = $ 80 (using direct and

indirect hours). On the other hand, using direct and indirect hours
to compute the HSC and using only direct hours to calculate the
installation charge would result in under-recovery of costs: § 40

HSC X 1 hour = $ 40.

Ventura County Cablevision v. City of Thousand Oaks, California, 10 FCC Red 13394,
13400, n.24. (Cab. Serv. Bur. 1995).

6 See, e.g., Falcon Cablevision, 11 FCC Red 10534, 10539-40, para. 12 (Cab. Serv. Bur.
1996) (“an operator must be permitted to use the same method of counting person hours in
calculating the HSC as it does in applying the resulting specific charges for performing various
installations and equipment maintenance tasks.” footnote omitted); Comcast Cablevision of
Detroiz. Inc., 15 FCC Red 24022 at para. 24 (Cab. Serv. Bur. 2000), reconsideration denied, 16

FCC Red 13287 (Cab. Serv. Bur. 2001).

" Report at 7-8.

3 The revised network upgrade add-on is $1.6817 in the City and $1.6292 in the County,
(continued...)
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A. Date of Upgrade Completion

As both the City and the County know, and as our investigation confirmed, Cox
completed its system upgrade in October 2001 and filed its FCC Forms 1235 on or about
March 4, 2002. The Report acknowledges that documentation included with Cox’s filings
confirmed the October 2001 completion date. Nevertheless, the Report claims that
“reasonable doubt may have been created as to whether actual or estimated costs were being
used”>? based upon an obvious, non-substantive typographical error on Part I, Question B.2,
which indicates October 2002 rather than October 2001 as the completion date. The Report
also notes that since Cox filed the Forms 1235 more than two years ago, neither the City nor
County has questioned or taken action on the filings. Although this issue (to the extent any
issue exists) has no effect on the Form 1235 rates, we can only observe that apparently the
only party with doubts about the completion date of Cox’s upgrade is the consultant.

B. Cost Allocation

The FCC’s rules and precedents allow Cox to allocate the cost of its network upgrade
among its various service tiers based upon the bandwidth required for the channels carried on
each of those tiers.5% As the City and County undoubtedly know due to the free services Cox
provides to governmental locations under Section 18 of the franchises, Cox has carried 21
channels on its BST for the past several years.®! Cox therefore allocated upgrade costs 10 the

(...continued)

which results in a tot
Cox has elected to maintain its rate at $11.10 in bo

rates to the MPR as allowed by the FCC’s rules.

% Reportat 7.

60 See 47 C.FR. §§ 76.922()(4); 76.924(f). See also Implementation of Sections of the
Cable Television Consumer Protection and Competition Act of 1992: Rate Regulation and
Adoption of a Uniform Accounting System for Provision of Regulated Cable Service, Report and
Order and Further Notice of Proposed Rulemaking, 9 FCC Red 4527, 4653-54, 4676 (1994)

The recovery of upgrade costs from the BST does not depend on the addition of new channels to
the BST. See Cox Communications San Diego, Inc. (Chula Vista, C4), 13 FCC Red 17653,
17658-59 (Cab. Serv. Bur. 1998). However, because “[t]he cost of physical plant is directly
related to the provision of cable channels and the amount of channel capacity a particular system
has,” Second Report and Order, First Order on Reconsideration, and Further Notice of Proposed
Rulemaking, 11 FCC Red 2220, 2237 (1996), “a straight channel ratio would be a reasonable
measure of the current usage of the tangible plant in many cases.” Mountain Cable d/bra
Adelphia Cable Communications, Inc., 14 FCC Red 11807 (Cab. Serv. Bur. 1999).

61 The BST on Cox's system in the City and the County includes channels 2-22. Attached
hereto are copies of the past several years’ channel line-ups. which confirm that 21 channels are

and have been carried on the BST.

al MPR of $11.24 in the City and $12.44 in the County. As noted above,
th the City and the County rather than increase
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BST on Worksheet B of the FCC Form 1235 based upon the ratio of 126 MHz used for BST
channels to the system’s total 750 MHz capacity using 6 MHz of capacity per channel (21 x
6=126); name‘ly, a 16.8% allocation factor (126 + 750 = 0.168).

The Report reduced Cox’s cost allocation for the BST reported on Worksheet B from
16.8% to 16% because, according to the Report, “[tJhe BST after the upgrade contains 20
channels requiring 120 MHz of bandwidth, not the 126 MHz used by Cox.™? As
demonstrated above and by the attached channel line-ups, because Cox actually carries 21 BST
channels, rather than the 20 channels assumed by the consultant, the Report’s downward

adjusment of Cox’s allocation factor is inaccurate.

C. Income Tax Allowance

The Report claims that “Cox’s calculation of income tax allowance does not follow the
FCC Cost of Service Worksheet and results in an improper increase to the upgrade
surcharge.”®3 The Report is wrong. Tellingly, the Report does not explain how Cox's
calculation is inconsistent with the FCC’s Worksheet or the basis for the consultant’s belief
regarding same; neither does the Report explain how “[t]he results have been adjusted. né4

our review confirms that Cox’s

hod set forth in the FCC
ted

Contrary to the Report’s assertion and its conclusion,
calculation of the income tax allowance conforms precisely to the met
Form 1235 Instructions.®® Moreover, our analysis demonstrates that Cox actually understa
its income tax allowance by excluding the 5.5% Florida Corporate Income Tax from its tax

state component of the calculation increases the tax

gross-up calculation.®® Restoring the
,277 in the

allowance from $103,309 to $120,488 in the Ciry and from $93,696 to $109

62 Report at 7.
63 Report at 8.

%

65 Cox computed the income tax gross-up as follows: [(Federal Income Tax Rate + State
Income Tax Rate) — (Federal Income Tax Rate * State Income Tax Rate)] /1 — [(Federal Income
Tax Rate + State Income Tax Rate) — (Federal Income Tax Rate * State [ncome Tax Rate)]. See
FCC Form 1235 Instructions at 7. Our review confirmed that this is the formula embedded in
Part [1, Line 3.h. of the Form 1235 computerized spreadsheet Cox used to calculate its upgrade

costs.

66 The tax gross-up calculation in the FCC Form
reflected in the FCC Form 1203, Schedule A, Line G. The FCC has held repeatedly that all cable

operators are entitled to the tax gross-up for both federal and state taxes regardless of whether

taxes have actually been paid. See, e.g., Maryland Cable Partners, 12 FCC Red 11951 (Cab.
3 FCC Red 5218

Serv. Bur. 1996); Marvland Cable Partners, L.P. v. Ciry of Bowie, Marvland, 1
(Cab. Serv. Bur. 1998), application for review denied, 15 FCC Rcd 10964 (2000).

1235 is substantially identical to that
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County.S” Therefore, contrary to the Report’s conclusion, to the extent Cox’s tax computation
deviated from the gross-up permitted by the FCC’s rules, adjusting the Form 1235 to correct
the deviation would increase, rather than decrease, Cox’s network upgrade adjustment.

Conclusion

As the foregoing demonstrates, with the exception of an inadvertent error in the
embedded revenue adjustment formula in the Form 1235 Cox used to calculate its upgrade
costs, which the consultant correctly identified, the Report is premised upon a series of
misinterpretations, inaccurate assumptions, and erroneous calculations that are inconsistent
with the FCC’s governing rate regulations. Indeed, our analysis confirms that Cox actually
understated its MPR on the FCC Forms under review. However, because the Report
recommends substantial and unwarranted refunds based on incorrect methodologies, Cox is
amending its rate filings to include additional costs permitted by the FCC’s rules, but is not

increasing its actual rates at this time.

Sincerely,

Gary S. Lutzker
Counsel for CoxCom, Inc.

cc: Ms. Audrey W. Lewis
Michael Mcl. Grover, Esq.
Mr. Michael Giampietro
Mr. Richard Mulligan
Ms. Kathy Grimes

67 See revised FCC Forms 1235 attached hereto at Part II. Line 3.h.
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This is a review of FCC Forms 1240, 1235 & 1203, filed by Cox Communications
Gainesville/Ocala [“Cox"] relating to the updating of permitted rates for basic service tier
[“BST"] cable programming and cable equipment installation and rental services which
are regulated by the City of Gainesville [*City”] and the County of Alachua [*County”]
[also referred to jointly as “Franchise Authorities”]. The FCC Form 1240 & 1205 filings
were received by the City on May 1, 2003 and by the County on May 2, 2003. The FCC
Form 1235 filings were received for review by the Franchise Authorties on or about
March 4, 2002. The conclusion of this review is that Cox has not correctly determined its
maximum permitted rates for BST cable programming service, equipment installations
and rentals or the cable network upgrade surcharge.

Cox’s FCC Form 1240 calculations determine a maximum permitted rate [*“MPR"]
of $9.3586 per subscriber per month for BST cable programming service in the City,
while this review has determined that the MPR should not exceed $7.8311. Likewise,
Cox has determined that the MPR tor BST cable programming service in the County
should be §10.6124 while this review yields an MPR of only $9.1169. Cox has
determined that the City & County cable network surcharges should be $1.8027 &
$1.7422, respectfully, while this review has determined the proper surcharges to be
$1.558 & $1.5074. Cox did not propose changes to the actual BST rate of S11.10 per
subscriber per month in both the City and County as a result of its FCC Form 1240 and
FCC 1235 analyses, but the conclusion of this review is that this rate is too high and
should have been lowered as of June I, 2004. Since that time, the actual BST rate for
City subscribers should not have exceeded $9.63, and the actual BST rate for County
subscribers should not have exceeded $10.36. Assuming || months of overcharges if the
rates are adjusted by May 1, refunds (before interest) on the order of $590,000 to City
subscribers and some 362,000 to County subscribers may be required.

2121 K Srrewe. N
Suite L
‘Vasmingron. 2 20
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Cox also did not propose changes in charges for equipment installations and
rentals. This review determined that the FCC Form 1205 also required adjustments and
that some of rates that remained in effect last June should have been reduced. Any such
rates that exceeded the revised maximum permitted rates are unreasonable.

The following analyses of Cox’s filings assume the accuracy of the information
supplied by Cox in its filings and in informational responses with respect to Cox 'S
particular costs of providing cable services. No audit of Cox's books and records has
been done and none of its system cost assumptions has been checked against any

independent sources.

FCC FORM 1240

Pursuant to Federal Communications Commission (*FCC”) regulations, cable
system operators are permitted to adjust their rates periodically for increases and
decreases in costs relating to retransmission consent fees, copyright fees, programming
costs, certain cable specific taxes, franchise-related costs, and FCC regulatory fees. On
September 15, 1995, the FCC adopted new rules giving regulated cable operators the
option of filing for rate adjustments on an annual basis instead of the existing quarterly
system embodied in the FCC Form 1210. Subsequently, the FCC issued its instructions
and analytical model for the FCC Form 1240 which implements the latest filing rules.

The FCC Form 1240 annual filing system examines a stream of historical costs
that have occurred over a period of time, relates this to the revenues actually collected
during the same period and computes a monthly adjustment to apply to a future rate. The
rate to be charged in a future period is developed based on a projected 12 months of costs
and the unit rate adjustment, or “true-up,” from the historical period is added to this
projected period maximum permitted rate to determine the total maximum permitted rate
to be charged for the future 12 months period. Each subsequent annual FCC Form 1240
filing will evaluate a historical, or “True-up Period,” and a future, or “Projected Period,”
as part of the process of establishing a new maximum permitted rate for a future 1 2
months period. Assuming that an operator correctly tracks and reports historical costs,
and makes reasonable estimates regarding future costs, this regulatory scheme should |
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insure that only the appropriate amounts of revenue, over time, are received by the cable operator.

For its 2003 - 2004 rate year filings, Cox has chosen to establish rates for the
“Projected Period” of June 1, 2003, through May 31, 2004. The “True-up Period” chosen
by Cox was from January 1, 2002 through December 31, 2002. Pursuantto FCC
regulations, maximum permitted rates are determined by separate calculations for each of
these two periods. Under the FCC Form 1240, the True-up Period maximum permitted
rate is the sum of (1) the prior rate net of prior external costs; (2) an inflation segment;
and, (3) the "actual” external costs experienced in that True-up Period. This rate is then
utilized to determine the level of revenue that the cable system was entitled to collect in
the true-up period. This permitted amount is compared to the "actual” amount collected
which is determined by multiplying the average rate charged by the average number of
subscribers and by the months in the True-up Period. The difference is an amount that the
cable system is permitted to collect (or must refund), with interest, uniformly over the

Projected Period.

As the first step in the review and analysis of Cox’s filings, the information
provided by Cox was incorporated into a specially prepared FCC approved analytical
model. The result of this effort was the determination of BST MPRs for the City and
County subscribers that closely agreed with Cox’s calculations. This demonstrates Cox’s
correct use of the FCC Form 1240 methodology. However, based upon discussions with
the Franchise Authorities and after a review of information supplied by Cox, it was
determined that certain franchise related costs were improperly included in the FCC Form

1240 filings.

The FCC rules at 47CFR76.925 provide that franchise requirement costs “may”
include cost increases required by a franchise authority. Some of the costs addressed in
this section, however, also are governed by the franchise agreement between Cox and the
City/County. The detail of external costs associated with franchise requirements was
included with Cox’s FCC Form 1240 filings for rate years 2000 and 2001, but not with
the 2002 or the subject 2003 rate filings. The client staff provided a franchise cost
schedule that reconciled these earlier Cox presentations with the level of franchise costs
appearing in the 2003 FCC Form 1240 filings. It is noted that there were significant
differences between the 2000 and 2001 Cox filings relative to the content and
presentation of the franchise costs, and the client staff document manipulated the costs
further to achieve the reconciliation to the total figures that Cox included in the subject
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FCC Form 1240s. The reasons for these differences are not apparent from the materials
presented for review. A letter received from Cox dated February 18, 2004 responded to
recent questions raised by City/County staff regarding the origins and justifications for
the current level of franchise charges. Utilizing the staff materials and verbal
communications and considering Cox’s responses, the following discussion sets forth the

bases for adjustments made to Cox’s FCC 1240 filings:

Customer Service Facility: The franchise agreement does require Cox to establish
and maintain an east side customer service facility. FCC rule 47CFR76.925(2)(3)
allows the inclusion of such costs, but only to the extent that they exceed federal
standards. In this case, Cox has included the full cost of operation of this facility,
both building and staffing costs. It is understood that this facility receives some
4,500 customer visits per month which, if it did not exist, would have to be
accommodated by increasing staffing and facilities at the customer service facility
that Cox maintains pursuant to federal requirements. Accordingly, only the
building related costs for the Hawthorne Service Center are properly included in
rates. Adjustments to remove the staffing costs and the staff vehicle cost were

made.

Beautification Costs: The FCC Form 1240 benchmark rate methodology limits
what costs can be included and/or adjusted, and certainly costs incurred by Cox at
its own election are not permitted to be included or added to rates for cable
services except, perhaps, in the context of a system network upgrade. Cox’s
response suggests that the so-called beautification cost components are related to
the undergrounding of cable facilities at the direction of, or as required by, the
City/County. The City/County staff is not aware of any verbal or written requests
made to Cox for undergrounding of facilities other than during situations where it
was required by the franchise agreement, and Cox has not provided any evidence
to support its assertion to the contrary. The franchise agreement provides that the
cost of such installations and relocations are to be born by Cox and are not to be
included in rates. Moreover, Cox undertook an extensive system network up grade
during the time period that these beautification projects took place and the
City/County staff believes that these costs were included in that project for which a
rate surcharge is being assessed. Accordingly, the beautification costs were

eliminated from the franchise costs.
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Educational/Government Access: Cox has included costs for new fiber
connections between the City/County’s equipment and its facilities on the basis
that the franchise agreement requires these connections to conform industry
“standards” and that using fiber optics is “standard industry practice.” Cox did not
provide evidence that the use of fiber optics is an industry “standard” as opposed
to being simply industry practice. The use of fiber, while also improving signal
quality, has been adopted largely to allow greater bandwidth for the provision of
digital and other higher level services. There is no indication that the City/County
staff requested such bandwidth expansion over the facilities that originally were
installed. The City/County staff believe that the installation of fiber for servicing
the City/County equipment was part of Cox's overall system network upgrade and
that those costs already are included in the rate surcharge associated with that
project. These fiber costs were eliminated from the franchise costs.

Current Inflation Factor: FCC rules permit adjustments to reflect the latest
published inflation information when a franchise authority makes material
adjustments to an operator’s FCC Form 1240 filing. Accordingly, the most recent
inflation factor of 1.66% has been utilized on Line C5.

Based upon analyses utilizing the cost adjustments described above, Cox’s FCC
Form 1240 filings were restated resulting in a revision to the MPR s for BST cable
programming services. The revised MPR applicable to City subscribers was determined
to be $7.8311 per month, and the revised MPR applicable to County subscribers was
determined to be $9.1169 per month, in contrast to $9.3586 and $10.6 124, respectfully,
determined by Cox’s analyses. Cox also is permitted to apply a surcharge to the FCC
Form 1240 rates pursuant to its FCC Form 1235 filing that computed the incremental
costs associated with a system network upgrade. The surcharge for City subscribers
currently is set at $1.80 per month and for County subscribers the surcharge is $1.74 per
month. A discussion of adjustments necessary to the FCC Form 1235 filings for the City

and County follows this section.

The combination of these surcharges with the FCC Form 1240 MPR provides the
" not to exceed rates that can be charged to subscribers for BST cable programming
services in the Projected Period. These combined amounts, rounded to the nearest cent,
are $9.63 per moanth for City subscribers and $10.86 per month for County subscribers.
During the Projected Period Cox has been charging subscribers in both the City and
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County at the level of $11.10 per month. This level exceeds the maximum rates
allowable and therefore is unreasonable. Subscriber rates should be reduced to the
maximum levels stated above for the purpose of determining the level of overcharges that
have occurred during the Projected Period. Based on the assumption that the rate
reduction can be effected by the beginning of May, refunds on the order of $590,000 to
City subscribers and $62,000 to County subscribers may be required.

FCC FORM 1235

For equitable reasons and in order to encourage cable system operators to continue
to improve services to regulated cable subscribers, the FCC also permits rate adjustments
based on a cost of service showing, which, when fully developed, typically is a substantial
and time-consuming undertaking for both the operator and the regulatory authority. In the
case of incremental, but substantial capital expenditures resulting from improvements
such as bandwidth capacity increases, conversion to fiber optics and system rebuilds
which could not otherwise be recovered under the benchmark and price cap approaches of
the FCC Form 1240 rate adjustment mechanism, the FCC has permitted the use of an
abbreviated cost of service presentation to justify charging additional rates. The FCC
Form 1235 filing is designed to determine a step increase in mtes associated with such
system upgrades that meet certain criteria and typically is developed after the upgrade is
completed and based on actual costs. While normal improvements and expansions of
service are to remain subject to the usual rate review processes [FCC Form 1240], those
upgrades that meet the requirements can be accounted for by using the FCC Form 1235
which will determine an incremental add-on rate that is designed to recover the operator’s
incremental capital and operating costs and provide a reasonable return on the invested

capital.

On or about March 4, 2002, Cox provided FCC Form 1235 filings along with the
FCC Form 1240 filings for the City and County that were submitted for the 2002 rate
year. The filings for both the City and County were similarly prepared. The nature of
these filings was ambiguously set forth. They were dated March 1, 2002, marked for
“Final Approval” and Question | of Section B was answered affirmatively indicating that
the upgrades had been completed. However, the response to Question 2 indicates that the
upgrades were to be completed and providing services by October, 2002, some 7 months
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later than the FCC Form 12335 filing date. The attachment to the FCC Form 1235 that
provides some documentation for filing makes the following statements:

The Form 1235 “add-on” portion will only be charged to subscribers receiving
benefits of the upgrade. As our upgrade was completed in late October 2001, this

is a final approval 1235 form.

The attached Form 1235 is a “Pre-Approval” filing. Therefore, a “Final Approval”
Form 1235 will be filed again following the end of the month in which upgraded
cable services become available and are providing benefits to all customers of rate-

regulated services.

It is not unusual, in fact it is more likely than not, that the final accounting for upgrade
costs cannot be completed as soon as the upgraded facilities are providing benefits to
subscribers. Accordingly, the FCC permits operators to file for “Pre-Approval” of an
FCC Form 1235 upgrade surcharge based estimated information. However, the operator
must make a filing for “Final Approval” once actual information becomes available.
Given the ambiguity of the nature of Cox’s FCC Form 1235 filings, reasonable doubt may
have been created as to whether actual or estimated costs were being used. The
City/County staff reports that Cox has not filed any subsequent FCC Form 1235s, and that
no action was taken on these initial filings. Accordingly, it the requested surcharges went

into effect.

A review of the FCC Form 1235 filings with respect to Cox’s compliance with the
FCC approved cost of service methodology now has been completed. Cox’s calculations
and supporting worksheets were examined and several errors were noted as follows:

Cost Allocation: Notes for the FCC Form 1233 state that allocation of costs to
BST is based on bandwidth and that each analog channel uses 6 MHz. The BST
after the upgrade contains 20 channels requiring 120 MHz of bandwidth, not the
126 MHz used by Cox. Cox’s error increases the allocation of costs to the BST
and therefore improperly increases the upgrade surcharge. The allocator has been

revised from 16.8% to 16%.

Incremental Revenues: Cox failed to bring incremental revenues forward to
summary sheet as a credit [negative value] to costs. This is automatic on the FCC
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Cost of Service worksheet, but did not occur with Cox's presentation. Instead, the
revenues were brought forward as a cost with the effect of a doubling of revenues
treated as a cost which improperly increased the upgrade surcharge. This error has

been corrected.

Allowance for Income Taxes: Cox's calculation of income tax allowance does
not follow the FCC Cost of Service worksheet and results in an improper increase
to the upgrade surcharge. The results have been adjusted to use the FCC method.

These adjustments produce a reduction in the maximum permitted Form 1235
surcharge. The revised surcharge applicable to City subscribers was determined to be
$1.5558 per month, and the revised surcharge applicable to County subscribers was
determined to be $1.5074 per month, in contrast to $1.8027 and $1.7422 respectfully,
determined by Cox’s analyses. Accordingly, the maximum system network upgrade
surcharge that can be added to the FCC Form 1240 BST rates for cable programming
services is the amount of $1.56 for City subscribers and §1.51 for County subscribers.
The time period for application of these surcharges is limited to the weighted average
service life of the upgrade facilities which appears to be approximately 13 years. Since
the surcharges first were applied to the BST rates for the 2002 rate year, they must be
discontinued after year 2014. It is noted that if Cox does set rates in any one year at a
level that allows full surcharge recovery, it is not permitted to make up any such under

recovery in any future year.

The combination of these surcharges with the revised FCC Form 1240 MPRs
establishes the maximum permitted rates that can be charged to subscribers for BST cable
programming services between the date the adjusted rates are confirmed by rate
resolutions adopted by the Franchising Authorities and the effective date of the next FCC
Form 1240 filings, which presumably would be June 1, 2004. These combined amounts,
rounded to the nearest cent, are $9.39 per month for City subscribers and $10.62 per
month for County subscribers. Accordingly, the continued application of Cox’s existing
rate of S11.10 per subscriber per month during this time period would be unreasonable.

FCC FORM 1205
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The FCC Form 1205 is used to update charges for renting regulated equipment
[e.g., remotes and converters], equipment installations [e.g., house wiring, service drops,
extra outlets, service tier changes] and the Hourly Service Charge [“HSC™] for service
calls. Charges established pursuant to this form are based strictly upon the actual cost of
regulated equipment and installations plus a reasonable profit. The financial information
utilized in this form is to be derived directly from the operator’s general ledger and
subsidiary records that are to be maintained in accordance with generally accepted
accounting principles. This form is required to be prepared and submitted on an annual
basis regardless of whether or not an FCC Form 1240 filing is made. In this case Cox
filed the FCC Form 1205 with its annual FCC Form 1240 filing. As permitted by FCC
regulations, Cox has chosen to aggregate its equipment costs at the company level, and
therefore this FCC Form 1205 filing applies to all systems owned and/or managed by

Cox.

-As with Cox’s FCC Form 1240, this review of Cox’s FCC Form 1205 filing
assumes the accuracy of the information supplied by Cox from its financial books and
records and related sources. No audit of Cox’s books and records has been done and
none of its system cost assumptions has been checked against any independent sources.
Cox state that the development of its costs for inclusion in the FCC Form 1205 is
consistent with the methods and aggregation that it employed in prior years. This
information has been incorporated into an official FCC analytical model which provides
the formulas and format for all the calculations required for preparation and completion
of the FCC Form 1205. It appears that Cox’s calculations follow the FCC’s analytical
format and the results shown on the FCC Form 1205 filing made by Cox compare closely
with the results obtained from the official FCC analytical model reconstructed with Cox

supplied cost data for the purpose of this review.

However, Cox’s treatment of certain costs appear to be incorrect and adjustments
to Cox’s FCC Form 1205 filing have been made. The following is a discussion of these

adjustments.

Network Controller: Cox reports that it utilizes a particular device, a netw ork
controller, to remotely control the functions of all of its addressable converters
which are located on customer premises. The capital costs for this equipment have
been included on Schedule A, Column “Other 2" of the FCC Form 1203.
Accounting for this capital cost in this way causes the recovery of this cost to



City of Gainesville & County of Alachua, FL
Cox Communications Gainesville/Ocala
Review of FCC Form 1240 & 1205 - 2004
April 2, 2004

Page 10

become a portion of every service installation and equipment rental charge by
virtue of its inclusion in the hourly service charge. Thus, a subscriber who does
not utilize an addressable converter still will be paying a portion of the cost
associated with the functioning of the addressable converters. Doing so, he pays
for a service that he does not take and this is contrary to established cost of service
methodology and technique. As noted below, the FCC rules specifically require
adjustments to the hourly service charge for costs that are included on Schedule B
but which apply to customer premises equipment. Similarly, the capital costs for
the network controller should be removed from Schedule A so as to eliminate the
effect on the hourly service charge, and added to the addressable controller capital
costs accounted for on Schedule C. This action will limit recovery of the network
controller costs only to those subscribers that use addressable controllers, which is
the correct cost of service treatment. This reassignment of costs has been

incorporated into the FCC Form 1205.

R & M and Commissions - Converters: Cox has included as operating costs on
Schedule B, Column “Other 2" of the FCC Form 1205 amounts related to repair
and maintenance and commissions associated with converters which are rented to
subscribers. While this cost treatment is not prohibited by FCC rules, the rules do
provide that adjustments must be made to eliminate the effect that this cost
treatment has on the hourly service rate. The FCC instructions for completing the

FCC Form 1205 state:

If an expense amount is included on Schedule B for equipment sent
out for repair, an appropriate adjustment to the total labor hours
reported on this Form must be made. This adjustment adds
"equivalent labor hours" to the total company labor hours. This may
be calculated, for example, as towl costs included on Schedule B for
work sent out for repair divided by the average company technician
wage rate. The total cost may be recovered by including the average
hours in the computation for the appropriate equipment charges
computed in Steps C through E. In any case that an amount is
included on Schedule B for work sent out for repair, explain all the
adjustments made on the Worksheet. This explanation must include
the number of hours added on line 6 below as well as a description
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of and the number of hours added into the charges developed in
Steps C through E.

Cox has included such a cost component on Schedule B, but has not provided any
supporting detail on how, or if, the required adjustment was made. The FCC Form
1205 that Cox filed in 2002 included a discussion that appears to conform to the
FCC required adjustment. In that filing Cox stated in the “Preparation

Documentation” that:

Pursuant to FCC Form 1204 Instructions (June 1996) at page 14
(Note 1), and adjustment to the total labor hours reported on Step A
Line 6 was determined by total costs billed from Wyndmoor divided
by the average company technician wage rate. The “equivalent labor
hours” (82,945) were added to the total company labor hours.

Cox’s latest filing simply states that “Additionally, hours previously included for
Cox’s outside service repair center (Wyndmoor) have been shifted to in-house
personnel.” As this supporting information does not include reference to the
adjustment performed in the prior filing, it is assumed that no adjustment was

made in the instant filing.

The FCC Form 1205 has been conformed to the FCC’s instructions by the
following method. A current proxy for the average technician wage rate was
obtained from information supplied with the February 18, 2004 letter previously
identified. Therein the annual salary with benefits for two technicians was shown
as $104,192. This amount was divided by 2 and then by 2,080 to yield an average
hourly rate of $25.05. The Schedule B component for repair, maintenance and
commissions on converters of $4,650,873.58 was divided by this average hourly
rate to produce 185,692 “equivalent hours.” These hours then were added to the
total labor hours in Step A as provided for by the FCC Form 1205 instructions.

These adjustments resulted in reductions of the maximum permitted rates
allowable for subscriber installation services and equipment rental from the levels
determined by Cox’s FCC Form 1205 filing. The following schedule provides a '
comparison of the maximum rates determined by Cox to the rates derived from the above
adjustments as well as showing the difference of actual rates charged to the adjusted
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maximum permitted rates. The numeric notations describe rate inconsistences and the

situations giving rise to the possibility of overcharges.

Maximum Permitted Rates Actual Rates
Per Cox Adjusted Change Current Status
Inst. Unwired Homes $57.56 $52.22 -9.3% $48.00 OK
Inst. Prewired Homes $32.00 $29.04 -9.3% $30.00 High
Add. Con. Initial £30.45 $27.63 -9.3% $21.00 OK
Add. Con. Separate $32.60 $29.58 -9.3% $30.00 ~High
HDTYV installation 571.00 $64.42 -9.3% No Chg? 4
Remote Type | $0.27 $0.25 -7.4% $0.21 OK
Motorola Side Car S11.05 $10.95 -0.9% No Chg? ?
Addressable Converter $4.30 $4.25 -1.2% $2.99 OK
Non-add. Converter $0.49 350.48 -2.0% 0.49 ~High
HDTYV Box $10.69 $10.67 -0.2% No Chg? K
PVR Box $13.65 S13.64 -.1% $3.20 OK
Change Tiers 3$1.99 $1.99 0.0% $1.99 OK
Hourly Service Charge $51.16 $46.42 -9.3% ? High?

Cox did not provide a proposed “rate card” with its filings. It did provide an
attachment to the FCC Form 1240 filing that listed the rates that would remain in effect as
of June I, 2004. This schedule of rates did not include charges for equipment and
services that were priced out on the system wide FCC Form 1205 that Cox submitted. It
is assumed that either this service and equipment is not available to subscribers in the City
or County, or that Cox does not charge for such service or equipment. In any event, as
noted above, the actual rate and status of such charges cannot be determined.

As with the FCC Form 1240 derived rates for BST cable programming services,
any rates for service installations and equipment that exceed the maximum permitted rates
during a particular time period are subject to refund. [t is important to note that the rates
determined by the FCC Form 1205 filing are not trued-up each year as is the case with
rates that are determined by the FCC Form 1240 methodology. Thus, there is no process
inherent in the FCC Form 1205 rate methodology that will return overcharges to
subscribers. Refunds, if appropriate, must be demanded by the Franchise Authorities.
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CONCLUSION

The Franchise Authorities should enact rate resolutions that require a reduction of
Cox’s current BST rate of $11.60 per subscriber per month to the level of §9.39 per
month for City subscribers and $10.62 per month for County subscribers. The rate
resolution also should establish the 2003 FCC Form 1240 MPRs for the BST at the levels
of §7.8311 for City subscribers and $9.1169 for County subscribers and require Cox to
utilize these respective levels and the associated components as the starting po int for its

next annual FCC Form 1240 filings for the City and County.

The rate resolutions also should establish the correct FCC Form 1235 system
network upgrade surcharge at the level of $1.56 for City subscribers and $1.51 for County
subscribers, and require that the actual charges for equipment installations and rentals be
reduced as necessary so as to not exceed the maximum permitted rates determined by the
revised FCC Form 1203 presentation as set forth above. ‘

Finally, Cox should be ordered to account for and prepare a plan to refund
revenues, with interest, that it received from subscribers since last June I, 2003 to the
extent that the rates charged for BST cable programming services exceeded the levels of
$9.63 for City subscribers and $10.86 for County subscribers as well as for rates for
equipment installations and rentals that exceeded the maximum levels determined herein.

This refund report and plan should be submitted within 30 days of the adoption of
the rate resolutions and must conform to FCC regulations for making refunds.
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Eederal Communications Commission, Washington, DC 20554 Approved by OMB 3060-068!

FCC FORM 1240
UPDATING MAXIMUM PERMITTED RATES FOR REGULATED CABLE SERVICES

RWA 2003 REVISED

Name ot Cable Operator
CoxCom.Inc w/b/a Cox Communications GainesvilleQeala

Matinyg Address of Cable Operator

Ciry State i ZIP Code i
| .
YES NO
L. Does this filing involve 1 single franchise authority and a single community unit? | X
if ves, complete the tranchise authonty information . i
below and enter the wssociated CUTD number here: FL 0150 - City of Gainesville
_ YES NO
2. Does this iling invaive u single franchise authority but muitiple community umits? i | X
[f yes. enter the associated CUIDs below and complete the franchise authonity informavon at the bortom of this page:
REVISED TO REDUCE CERTAIN FRANCHISE COSTS IN THE TRUE-UP AND PROJECTED PERIODS ON WKS 7
& TO UPDATE LATEST INFLATION FOR LINE C5
3. Does this filing invoive muitiple franchise authorities?
If yes. amach a separate sheet for each franchise authonty and inciude the tollowiny franchise authonry information with
its associated CUID(s»:
Franchise Authority {nformation:
Name of Local Franciusing Authorry 1
Alachua Counry
Muiling Address of Lucal Franciising Authonity '
i
12 SE [ st Streer |
City } Stale 1 ZIP Cuode !
Gainesville |FL 132601
{ Telephone aumber ; Fax Numoer
| 352-374-5226  352-338-7363 i
4. For what purpase is this Form 1240 being filed? Please put an "X" ia the appropriate box.
.
2. Oruznal Form [ 240 tor Basic Tier : <
e e
b. Amended Form 1240 lor Basic Tier A
e
¢. Onginal Form 1240 for CPS Tier
d. Amended Form 1240 for CPS Tier
TO
5. Indicate the une year time period for which you are serting rates (the Projected Period). 06,01/03 05/31/04 (mrrvyy)
TO
6. Indicate the time period for which you are performing a truc-up. ! 01/02/02 12/31/02 . (mm/yy)
7. Status of Previous Filing of FCC Form [240 (enter an "x'* in the appropriate box)
YES NO
a ls this the tirst FCC Form 1240 filed in any junsdicnon? X
b. Has an FCC Form 1240 been tiled previousty with the FCCT? X
If yes. snter the date of the most recent filing: 04/18/97 ! (mm/dd/yy)
’ YES NO
¢. Has an FCC Form 1240 been tiled previously wuh the Franchising Authonty? X
(mm/dd/yy)

If yes. enter the date of the most recent filing: 03/01/02

. stus 123 'WK4 versicn FCC Farm 1240, July 1986

Fage



Federal Sommunications Commission, Washington, DC 20554

8. Starus of Previous Filing of FCC Form 1210 (enter an “x" in the appropriate box}

YES NO
an FCC Form 1210 been previously tiled with the FCC? f X |
I€ ves, enter the date of the most recent filing: ' 10/01/95 ! (mrudd/vy)
YES NO
b. Has an FCC Form 1210 been previously filed with the Franchising Authonry” 4 X
IF yes. enter the date of the most recant (iling: | 10/01/95 } (mm/dd/yy)
9. Status of FCC Form 1200 Filing (enter an "x" in the appropriate box)
YES NO
2. Has an FCC Form 1200 been previously filed with the FCC™ : X
If yes, enter the date tiled: ' 08/14/94 ! (mmvdd/yy)
YES NO
b. Has an FCC Form 1200 been previously tiled with the Franchising Authany? X |
If yes. enter the date filed: _ 08/14/94 (mmvddvy)
10. Cable Programming Services Complaint Status (enter an "x" in the appropriate box)
; YES NO
a_ Is this form betng liled in respanse 10 an FCC Form 329 complaint? ' X
If ves. enter the date of the complaint ' (mnvdd/vy)
YES NO
11. Is FCC Form 1205 Being Included With This Filing X
12. Sefection of “Guing Forward" Channpel Addition Methodetory (emter an "x'" in the appropriate box)
[Ev -
i X\ Check here if you are using the onginai rules [MARKUP METHODI.
i i Check here if vou are using the new, dtermauve rules {CAPS METHOD].
YES NO

If using the CAPS METHOCD. have you eected to revise recovery for
channels added during the pertod May 15, 1994 10 Dec. 31, 19947

13. Headend Upgrade Methodology

T (perators mvist certfy (o the Commussion thesr eligibiliry

T

i

10 use thiy upgrade methoduiogy and anach an equpment list and depreciation schedule.

: » Check here 1f you are a qualifyng small system using the streamiined headend upgrade methedoioyy.

Part I: Preliminary Information
Module A: Yaximum Permitted Rate From Previous Filing

Approved by OMB 3060-0685

i a b < d e
* Line Line Descrintion Bosie Tier ! Tier 3 Tier 4 Tier 3
I; Cusrent Maxumum Psmutted Rate 9 7971, v _I
Vodule B: Subscribership
a b 4 d e

' Line Line Descrintion Basic Tier 2 Tier ) Tier 4 Tier 3

Bl  Average Supscribersiup for True-Up Penod | J2.564

B2  Average Subscnoersiip For True-Up Penod 2 i

B3 Esumated Average Subscnibershp For Projected Penod 36,4891 ! f

Module C: Infladion [nformartion

I
' Line Line Descrintion

Ct Unclaimed Intlacon: Operator Switemng From 1210 To 1240

c2 Unclamed I[nilavon; Unreguiated Operator Respondtng to Rate Comolawnt

C3  Inflaton Factor For True-Up Perod | [Wks 1]

C+  Intlanon Factor For True-Up Perod 2 [Wks 1]

C5 Cuwremt FCC [nilation Factor

Page 2

Lows ‘22 'NK4 versicn

FCC Farm 1240, July 1€
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Federal Cémmunications Commission, Washington, DC 20584

Ylodule D: Calculating the Base Rate

Approved by OMB 3060-0685

- v . " o -

e s B S
Basic Tier 2 Tier3

Line Descrintion Tier 4

Tier 5§

Currenc Headend Upgrade Seyment

D2  Current External Costs Segment SI 7685 ‘
D3 Current Caps Method Segment I
1]

D4 Current Markup Method Segment $0.0700 |
|

'

D5  Cumrent Channe! Movement and Delenon Segment

D6  Current True-Up Segment 04782 [

D7  Curenc [nflation Segment s0.1661 ’

D8 Base Rate [r\l-DI-DZ-D]-DA-DS-D6-D7] ‘ 573143 I
Part II: True-Up Period

Vlodule E: Timing [nformation

E!  What Type or True-
If"1", go to Module I. If"2", answer £2 and E3. 13", answer E2, EJ, E4, and E5,

E2  Number of Months in the True-Up Penod |

1
[ Line Line Descrintion
Up Is Bemng Performed”? {Answer “1%, *27, or *37 See [asuctions for 3 descripuon of these nypes ) _ 2 |

£3  Numoer of Montis Serween the end of True-Up Perod | and the end of the most recent Projected Pertod
£4  Number of Monns i True-Up Penod 2 Elyible tor [nterest
E5  Number of Months True-Up Penod 2 Inehgible for Interest
Module F: Maximum Permitted Rate For True-Up Period 1
. a b ¢ d e
i Line Line Description Basic Tier 2 Tier 3 Tier 4 Tier 5
F1  Caps Method Seyment For True-Up Penod | {Wks 2] .
] I
F2 Markup Method Segment For True-Up Penod | [Wks 3) $0.0700
F3  Chan Mvmnt Delem Seyment For True-Up Penod | [Wks' 5]
- “rue-Up Pentod | Rate Eligible For Inriation [D8+F1 ~F1+F3) $73843
\nrlanon Segment for True-Up Perod | ((F4C3)-F4} $0.0969 !
F6  Headend Upgrage Seyment For True-Up Penod | [Wks o}
FT  Exiernal Costs Seument For True-Up Perod | (Whs 7] S0 8230
FS  True-Up Seument For True-Up Period | S0 4590~
£9  Max Perm Rate tor True-Up Period | [Fd+F5-F6~F7~F8] $8 7633
Moduie G: Vaximum Permitted Rate For True-Up Period 2
2 b ¢ d e
- Line Line Descriotion Basic Tier 2 Tier 3 Tier 4 Tier 5
G!  Caps Method Seument For True-Up Penod 2 {Wks ]

G2 Markup Method Segment For True-Up Perod 2 [Wks 3]

Chan Mvmnt Delem Segment For True-Up Penod 2 [Wks' /5]

TU Penod 2 Rate Eible For Intlation (D8+~F5+G1-GZ+G3]

GS  Intlatton Segment ror True-Up Penod 2 [(G4=C4)-G4}

Go  Headend Upyrage Sevment For True-Up Period 2 [Wks o]

G7  External Costs Seyment For True-Up Penod 2 [Wks 7]

7

G8  True-Up Seyment For True-Up Penod 2

Max Perm Rate for True-Up Penod 2 [G4+G5—G6(G7+G3]

(o]
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Federal Lommunications Commission, ‘Washington, OC 20554

Moduie H: True-Up Adjustment Calculation

Approved by OMB 3060-0685

T i L > : a -
. Line Descrintion Basic Tier 2 Tier 3 Tier4 Tier s i
Adjustment For True-Up Period |
Hl  Revenue From Pertod | - $5,074,847 4000 : { :
H2 Reven;; From Max Perminted Rate for I;e'nod I __ $3.424,413 2939 iI
H3  Truc-Up Perod | Adjustment [H2-HI| (5250,434 1061) ] [
H4  Interest on Penod | Adjusument ($26,486 3415) !
Adjustment For True-Up Period 2
HS5 Revenue From Pertod 2 Eligible for Interest ; |
H6  Revenue From Max Perm Rate tor Pertod 2 Eligible For Interest . !
H7  Penod 2 Adjusmment Eligible For [nterest [H6-H5} ! |
HB  Imterest on Perod 2 Adjustment (See mstructons for forrula) i |
H9 Revenue From Perod 2 [nehglble-l'o_r {nterest !
H10 Revenue From Max Perm Rate tor Period 2 [nehyible for Interst :
H1l Penod 2 Adjustment ineitgible For Interest (H10-19] i i
Total True-Up Adjustment -
H12 Previous Remaning True-Up Adjusmment : |
H1J Towl True-Up Adjustment [H3=Hd4+HT rH8+H! 1+H12) (S276.920 44761 I
Hl4 Amount of True-Up Claimed For This Projected Penod {S276.920 44761
HIS Remaimng True-Up Adiusoment {HI3-H14| S0 6000
Part III: Projected Period
iViodule [: New Maximum Permitted Rate
a b € d i
! Line Line Descrintion Basic Tier 2 Tier 3 Tier 4 Tier 5 '
I Caps Method Seugnent For Projecied Penod [Wks 2} !
il Markup Method Segment For Projecied Penod (Wks 3] $0 0700 : i
Chan Mvmnt Delem Segment For Projested Period (Wks 4/5] i
B Pro). Perod Rate Eligtble For tnrlaton {D8+F5+G5+i1 ~12+13] S7 4812 i
15 [ntlauon Sewment for Projected Penod [(14°C5)-14] $0.1242. .
.Ié— Headend Upgrade Seyment For Projected Penod [Wks 6}
17 Externai Costs Seument For Projected Penod (Wks 7] $0.8582
18 True-Up Sewmnent For Projected Penod (S0 63241
9 Max P:rrm::‘d Rate ior Projected Penod [14+15-16+17 18] S7 3311
110 Operator Seieczed Rate For Projecied Penod £9 3600 ¢ 1
Certification Statement
WILLFUL FALSE STATEMENTS MADE ON THIS FORM ARE PUNISHABLE BY FINE AND/OR IMPRISONMENT
(U.S. CODE TTTLE (8. SECTION 1001), AND/OR FORFEITURE (U.S. CODE, TITLE 47. SECTION 503).
| cerniv that the statements made 1 this form are Tue and correct 1o the best of my knowledge and belier, and are made in good futh.
Sumature Date
-FAYE EDEN HILL DIRECTOR RATE REGULATION APRIL 29. 2003
RWA Recheck i
Telephone number Fax Number ¢
|
FCC Form 1240

Fage <
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FCC FORM 1240
UPDATING MAXIVIUM PERMITTED RATES FOR REGULATED €ADLE SERVICES

RWA 2603 REVISED

piamao of Cable Oporamor

CorCom.]oe ditva Cax € Gainesville'Ocala
Musiing Addrema of Cable Opemtor =
City ISm Izm Code J
. YES NO
L. Does chis {Liing invoive 2 single ranchise aucherity and s single commemty amic? I__ X | |
Ifyes, the fanch thomity inge
below and enes dhe assocusted CUTD number hered FL 0340 - County ofAla:hun_]
YES NO
2. Doen this (Tling invoive .smmm-mmuumuuww quits? l l X i
b it ion at the botom of this page:

if yeu, enter the assocusted CLUIDs below and loto the hi Y

REVISED TO REDUCE CEXTAIN FRANCHISE COSTS IN THE TRUE-UP AND PROJECTED PERIODS ONWKS?7
& TO UPDATE LATEST INFLATION FOR LINE C5

3. Doex this iHling wivotve muitiple {ranchise suthorities!

lfy;:. amach a separata shet for each Ganchise authonty and include the & b '3 h h with
18 avsocuated CUID(s):

Franchiza Aadsosity Informadon:
Name of Local Franchmag Authonty |
Adschus Cunary -
Musiing Address of Locul Franchiung Authonry H
12 SE | 3. Street ]
Ciry Sun I::: Cude i
Gaoerniie ¥L 01 |
Talepnana numoer Pax Number
152-174-5125 152.308-7363

4. Per wiat purpose  this Form 1240 bemsy (Qexd? Pleass put am "X im rha spprepriats bex.

X I

& Ongmal Form 1240 (or Bane lier
*ended Form 1240 for Basic Tier

) 10al Form | 240 for CS Tier I

w . unexded Form (240 for CPS Tier

0
5. Indicave the oue year time poriod fer whick yes are setting rates (tba Projecied Peried). [esmvm | ossima ;
; TO
6. Indicam the ome pertod for wiich you are perfosrming » free—p. L 01002 | 123102
7. Stavas of Previons Filieg of FCC Form 1240 (earver 3m "1” In0 he sppropriste bax)
YES NO
o I3 thys the firse FCC Porm 1240 filed in any junsdicton? 1 T !
b.HanCCani:JﬂbemrﬂmpmoudymdlmFCC' % |
[f yoa, enter tha daza of the mast recent filiog: ; 041897 (mmddtyy)
YES NO
o Has an PCC Form |240 bena fled p ly with the Franch A ? | x i
l{ym.mwdnafﬂnmrmﬁlm; o2 {mvnvddiyy)

Page Lomws 122 WK4 version
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10 (oeter am 1" = he 2pproprinte bos)

Stmtns of Previows Flling of FCC Form 12
YES NO
[ -CC Form 1210 boen praviously filed with the PCC? | X | !
If yes. entar the dain of the maat recant filing: f w09 | {mmvddfyy)
YES NO
Has an FCC Form 1210 been proviousiy filod with tho Pranchising Auwhonty? | x | |
1f yen, onter the caza of the most recent filing: ' 10/01/94 ', (movdd/yy)
. Staces of FCC Form 1200 Fillng {cover za "1" n tha appreprinte box}
YES N0
| X |

1200 boan previously tiled with tha FCC? i
S, 5
i 08/14T4 l {mmuddAyy)

Haa a0 FCC Form
If yes, enter the date filed: N
YES NO
g Ausbonty? i_ X ' _-:

s FCC Form 1200 beca pravioualy fed vth the Franchizie
ifyes, emter tho dato fled: |___ 001434 | (rowddfyy)

plasat Status (eater 20 A" in the agpeopriace box)

0, Cable Prog jwg Servicea C
. TES NO
.IsdmfonnbeingﬁledinrupunumunFCCFmJMcnmpMm? ‘1 R i X 1
(mrvddfyy)

|f yea, onter the dato of the cammpiait: .

1. s FCC Farm {208 Being Incladed With This Filisg :Y?_"_l___'&__“!

|1 Sclacoss of "Gomg Rorward” Chacoel Addition Mechodelegy. (emter 1B =x" in the appropriate box}

€] Chck herm £ you o wang s ongrne mics (MARKUP METHOD],

: Chmck horo if you are uung e new. altormagaye rulee [CAPS METHOD).

Emmcmmaﬁ.mvnmmdwmwﬁw YES w0 _
5, 1994 to Dea 1, 19947 - i o

Smonels sdded dunng the peniod May |

(3. Handend Upgrads M ethodoiory

SNOTE: W-’urq&ninc&._mm q-nduu-dlmmup-luuaﬁdtp«lmw

thelr eligrdiliry s «ve Ais upgrame seihouolo
_J Check here if you wwa qualifyiog smail systero usmg e stroamiined headand upgrais methodology.

Part I: Preliminary Information
aximum Permitted Rate From Previous Filing

Moduie A: M
i b e d e
Line Descrioeiss et Ter 2 Tler 3 Ther Tler 4
ot Meormmes Poroused Rao 1 $10.4987 | ] i I
V{odule B: Subscribership
. b € 4 e
Line Line Descrmsies e Toer & Tier 3 Tier 4 Ticr 4
Bt Avorags Saoscriponni £of Troo-Up rPonod | ¥ 232191 f
. —_——]
im Avorms Sobscribersey For Tra-Uo Penod 2 i ' |
[m F_n—-lA“a'mquPmﬂihd . 01341 N |

Viodule C: Inflation Informadon

[« . 1 Utprrmecr 5 Froo |20 Ta 1140
2 Usclasomi L U Opermaor B 0 Ram Commplond

a uh—F:n'Fme-UpFuwdl[WhH

cé h;huu?m?a?m-ﬁn?aﬂ:{% 11}

=] Cusromt FCC Intlsom facrs

Lotus 22 'WK4 version
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Moduie D: Caiculating the Base Rate
& ' . < d €
Lime Deacrmuod Hamc Tler 1 Tler J Ther 4 Ther 5
| rent. Hemoena Upgradn Sorment | H |
7 Corren Emimrma) Coms Segment i st
3 Curmu Caps Method Scgment ! |
4 Currot Masiup Merhod Segmant ] £0.0700 i
M Current Chmonicd Movement and Dulenca Soynacra |
6 Curra Troo-Up Seqment | 30,3969
7 Cuoront Inilanoo Segment ! so.13081
)& Bass Raua {A)-D1-D2-D3-D4-D3-06-071 i $19639) |
Part iI: True-Up Period
Moduie E: Timing [naformation
Ane Line Deserintion
i WhTypuu'Tn-Upl:Buum'mmﬂl'I(Amw‘l', - or 7% th-rml'a-wdlhnum)
=1, 7o 1o Moanle L 1f ™" asrwer £2 and E3. 11 737, smewer §2, 1, L4, o IS
=2 Nub'u'nk'Mmlﬂul‘anw-UpPﬂ'mlll
=} Nwdmmmdemn-UnPa‘dlandlheudnl'lhmwa:ﬂhopz‘nil’awd
EA Nmrnl’.\hﬂ-m'l'rwl..'pﬁ:\odlﬂjghhfuhu& n
E9  Nembor ar Momctn True-Up Penad 2 brehsmbla for Lmorest of
Module F: Maximum Permitted Rate For True-Up Period 1
a b - d e
Liaa Lime Descriptine Anssc -] Tier Tler d Ther s
Al GuMaqunﬂiFuTmUmeudllWhll i I | i | |
F2 MmmwFafnn-UnPa!ml[WhJ] sg.aT00l | ! [
T Chmm Mveoes Dot Scmar Far [roo-Up Penod | [Wha' 43) ' 1 | ! i
o TrmUp Peoa | Rum Elisiole éor fnilaca [DB+F1+F2+53] s1.039| | i [
F3  (nfaoon Sapwen o Troo-Up Penod | [(FA*C3)-F4) I 30,1034 : i | |
Fé H-'_iUw-hSquz-FclTn»-UpPﬁlﬂl[Whol | | 1 i |
l; Exsorral Costa Segrwont For Troo-lp Perad | [Wia 71 | ”.ﬂﬂ'i ! : |
h?l- Trooip Segme For Truo-Up Penaa | N m.9304 | I |
aa Pectm Rum far Troe-p Aenod | [FA+£3-For 7+ i 1988131 | I v
Module G: Yiaximum Permitted Rate For True-Up Period 2
[} b € d €
Lime Deveniplios Aauie Ter 1 Tier 3 Tier 4 Ther §
CnmmSapn-lFu'Tr\n-duPﬂ'\mlf\Vh.'.l , ! | )
| i T

WUariup Meoumoa Sament For Truo-Up Pertoa 2 [Wha J] :
—

Cauma vivre Dedom Scgment For True-Up Ponad 1 [Wha' 4/3]

TU Parod 2 Rem Bligole for imlanoa iDl’F)«JhﬁZ*GJI

\ntlancm Scpman far Truo-Up Penod 2 [(GAC4HGHT

(Wi of |

MLWﬂSmFaTm-UpPuml
Eun’nlCam&umlFuTrm—UuPuwml[WhT] t
T

Troo-Up Sepmcat For Trao-Un Penod 2 i
|

CA+GI+GHOTHG |

HEHEREEBEEER

Man Perm Raso for Troo-Up Penad 2 {

Lotus ‘22 'WK4 versian
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Module H: True-Up Adjustment Calculation
- A a € L] e
al Lige Descrratiog Ramc Tler 1 Ther A Tier4 Tler 4
For [rae-lp Forred |
vy From Penoed | | 52087190 3300} |
Prvemm From Max Permues Rate (or Penod | | mom3a4iee) |
Truo-Up Penod | Adpmsznens (H2-HL) | (52.927.33141 |
Iosarest oo Perrod | Adpeaoant | (5299 ODﬂ‘E |
et For Troe-Up Penod -]
Rovenue From Penod 2 Eligble ior (nerest | | l
WFmMu?mRthmudlﬂimbbFurlm‘- I |
Perrod 2 Adfaroncas Eligiole For inierest (H6-4131 | i !'
(—umhndzwthmmmfurmmm ] I_
Heveme From Penod 2 laelimbla for lr=rest | | I |
[} M—FmMuhﬂmruwzmdiublner| |
| Percd 2 Adysres locugsble For lorerest (H10-H9) { |
tad Troe-Un Adjesument
7 Previous Remauung Troe-LUp Adpusement ! | | T 1
3 Tomi Truo-Up Adjosmes (HI+HA+HT+HEHHI 1+HI2) ! (53.126.17361 | I |
3 Mmoot i Troo-Up Camed For This Projocud Penad | (53.126 13361 i 1 |
15 Remmmny Tros-Up Adresaness (H13-H14) I 300000} i i |
Part [11: Proiected Period
Vodule I: New Maximum Permitted Rate
1 b ] d e
e Line Determuoca Ranc Ther ! Tier ) Tier 4 ‘11‘5_3
Caos Victhoa Segmos Far Proseced Penod (Wia 2 i . : F 1
MmMumdSmFuerpmMud\WhJ] i 30 47001 . | 1
i @-MvuMSmehde[WhMi H ) : | |
) m.wnznﬂwuiammmlm-smmm:-m ; s2.13931 T ! ]
" fadlance Sepmens tox Propecd Pernd ((CIH4Y | 50,1331 [ ” 0
T et Coprade Scgmom For Propecmed Penod (Wha of ] ! i i
7 Eoranl Caxs Scpae for Arovocied Penod |Wiat 7} i 043371 ] ; |
3 TroedJp Segmomt Far Propecea Penad | (3001131 : i
' mmndﬂmfumpumummwmu 1 39,1169 § |
wmmamw I 3106100} | ] |
Certificapon Statement

WILLFUL FALSE STATEMENTS MADE ON

(U.S. CODE TTTLE & SE

THIS FORM ARE PUNL
CTION 1001, AND/OR FORFEITURE (U.S.
rmada 10 this form aro uue and

SHABLE BY FINE AND/OR TMPRISONMENT

CODE, TITLE 47, SECTION 500
knowredize and belict, nd are Mads in quod faid

correet to Lthe best of my

| conuiy th the
Sigpeoure | Dwea
PAYE LDEN HILL DIRECTOR RATE REGULATION | APRIL 29, 2003
i;avued By Ruce Williams March 1. 2004
. Fax Number

Taleohona numosr

Page ¢
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Worksheet 1 - True-Up Period Inflation

g-wAdl-n'-FuFCCFm 1240

»
- Liss Perid [ rCCistiacan Facter
Tol Moo | JANUARY 2002 121%
102 Monch 2 121%
0 Momk3 131%
104 Momh 4 124%
103 Mook 3 124%
106 Mouch 6 2%
107 Moma? — taw |
108 Mok 3 1%
109 Mouh9 L% |
110 Mok 10 L%
111 M 11 L%
112 Monch 12 DECEMBER 2002 L%
m m“‘“"‘"’""m Lo13t
114 Moo 13
1S Maonah 14
{16 Momh 15
17 Monas 16
18 Mosch 17 '
119 Mowk 18
120 Monah 12
121 Mosd 20
12 Momah 21
1 Mot Z2
126 Meh 33
123 Masch 24
126 A—-hﬂ-—FnrhTr-Uu
Pord 2

Latus 123 WK4 veraion
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