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ORDINANCE NO. 1 7 5 2 3 1
ADOPTING A RATE REGULATION REGARDING CABLE TELEVISION RATES
FOR BASIC SERVICE AND EQUIPMENT ADELPHIA - FRANCHTSE AREAS C, ¥, G,
H PURSUANT TO 2002 FCC FORMS 1240 AND 1205

WHEREAS, under Section 623 of the Cable Communications Policy Act of 1984, 47
U.S.C. § 543, as amended ("Cable Act"), the City of Los Angeles, California ("City™) is
permitted to regulate rates for basic cable service and equipment (including installations), and
has followed the rules and regulations of the City, see §§ 22.592(g)(2)(b) and 22.598 of the Los
Angelcs Administration Code ("City Rules'"); and

WHEREAS, the City iniliated basic rate regulation on October 1, 1993; and

WHEREAS, on March 29, 2002, Century-TCl California, L.P., d/b/a Adelphia
Communications Corporation {"Adelphia”) filed with the City FCC Form 1240, "Updating
Maximum Permitted Rates for Regulated Cable Services,” with its associated FCC Form 1205,
"Determining Regulated Equipment and Installation Costs, ‘Equipment Form',"” (2002 Rate
Filing"), purporting to set forth and justify the ratcs it proposcd to charge subscribers in
Franchise Area C for basic cable service and equiproent

WHEREAS, on June 4, 2002, Adelphia filed with the City three FCC Forms 1240,
"Updating Maximum Permitted Rates for Regulated Cable Services,” with associated FCC Form
1205, “Determining Regulated Equipment and lnstaliation Costs, ‘Equipment Form,” ("2002
Rate Filing"), purporting to set forth and justify the rates it proposed to charge subscribers in
Franchise Areas F, G, and H f{or basic cable service and equipment.

WHEREAS, the Information Technology Agency for the City of Los Angeles (“Agency")
reccived and preliminarily reviewed the 2002 Rate Filing, and published votice that such filings
were available for public review and comment.

WHEREAS, the City retained telecommunications legal and financial consultants to
assist in the review of Adclphia's rate filings and supporting information

WHEREAS, the City submitted requests for information to Adelphia.
WHEREAS, allegations of fraud affecting Adelphia's financial information generally cast
doubt on whether the City can rely on the financial information provided by Adelphia to support

its 2002 Rate Filing.

WHEREAS, the City accordingly requested Adelphia to certify that the information
supporting its 2002 Rate Filing and prior rale filings was accurate.
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" WHEREAS. jn order to allow Adelphia a better opportunity to respond to the City's
certification request, Adelphia and the City obtained an extension of time from the Federal
Communications Commission to enswe that the City could act on the 2002 Rate Filing for Area
C through June 1, 2003, which is approximately the date on which it would act on the other 2002

filings.

WHEREAS, Adelphia has not certified that the information supporting its 2002 Ratc
Filing is accurate,

WHEREAS, the Board of Information Technology Commissioners (Board) has
reviewed the 2002 Rate Filing; has received and considercd comments, evidence and information
from interested partics, and has reviewed the rale report prepared by the City’s financial
consultant (the "A&S Report").

NOW, THEREFORE,

TUE PEQOPLE OF THE CITY OF LOS ANGELES
DO ORDAIN AS FOLLOWS:

The City Council hereby adopts a rate regulation for Adelphia as detailed below:

Section 1. Tlc City Council hercby finds and determines that the resolution of the
Board of Information Technology Commissianers for the City of Los Angeles
adoptedf-7-63 (thc "Resolution"), submitted to this Council and maintained on file in Council
File No. 43-0774- seis approved, adopted and incorporated into this ordinance.

Scc. 2. Findings

A. Reliability of Information In the 2002 Rate Filing

(a)  Federal Communicalions Commission ("FCC") rules place the burden on the cable
operator to prove that its rates for basic service and equipment are reasonable under applicable
federal law and regulations. 47 CF.R. § 76.937(a). The City has provided Adelphia with ample
opportunity to provide the necessary support for the rates it charged based on its 2002 Rate
Filing. Hence, to the extent Adclphia has failed to camy its burden of procf, the City may order
Adclphia to reduce its rates and provide refunds based on the best information available and the
conclusions reached thereon by the City as the finder of fact.

(b)  The parent company of Adelphia, and officers of (hal company, have been charged with
frand with respect to the company's accounting practices and alleged falsification of financial
data, including its number of subscribers. Seg, e g, Securnities and Exchange Commission. SEC
Charges Adclphia and Rigas Family with Massive Financial Fraud (July 24, 2002}, available at
http://www sec. govimews/press/2002-110.htm; Christopher Stern, "J.ooking for a Cable Industry
Rebound," Washington Post, July 25, 2002 at E1, E6; Associated Press, Bx-Adclphia Accountant
Pleads Guilty to Fraud (JTan. 13, 2003), available at hitp://www.smartpros.com/x36671 xml.

{¢) The charges and reporis of fraud affecting Adelphia's accounts make it impossible for the
Cily to reasonably rely on the financial informalion provided by Ad elphia to support its 2002
Rate Filing, unless Adelphia can certify that the information supporting its 2002 Rale Filing is
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accurate.
(d)  The City has requested that Adelphia certify that the information supporting its 2002 Rate

Filing is accurate. Adelphia has not provided such certification. Sce letter from Thera Bradshaw
to Laurcnce Windsor dated February 27, 2003; letter from Thomas M. Wilson to Thera
Bradshaw dated March 11, 2003. The City also asked Adelphia to certify the information in
prior rate filings, since errors in the data in prior filings could affect the 2002 Rate Filings.
Adelphia did not certify such prior data either.

(¢)  Bach FCC rate form "requires a signed certification staternent that the information on. the
BCC Form is true and correct.” Time Warner Cable: Complaint Regarding Cabie Progrannming
Scrvices Ticr Rate Increase, DA 98-714, 13 FCC Red 7336 at 7 (1998); sce also Marcus Cable
Associates: Petition for Reconsideration and Refund Plan, DA 02-1380, 17 FCC Red 11020 at 5
(2002). Thug, the FCC forms are essentially unacceptable, and the operator fails to carry its
burden of proof, if the cable operator cannot so certily.

H For this reason, the City cannot accept the 2002 Rafe Filing as an accurale representatjon
of the information needed to calculate rates pursuant to FCC regulations. Due to this
extraordinary circurstarce, the 2002 Rate Filing cannot be used as a basis for setting Adelphia's
rates.

(g) Once Adelphia can certify its data, it may submit revised rate forms, as indicated below.
However, pending the certification of the necessary data and the provision of other information,
there is no basis on which the City can authorize an increase in Adelphia's rates over those
Adclphia was charging at the time it made the 2002 Rate Filing.

As described in the A&S Report, hawever, there is evidence that if the 2002 Rale Filing could be
cerlified, once necessary comections were made, the rates Adelphia was charging in Area C at the
time it made the 2002 Rate Filing were much higher than the best avajlable information could
justify. Thus, to protect subscribers from overcharges, the basic service rate in Area C must be
sct pursuant to the calculations in the A&S Report.

(h)  The concems stated above also raise questions conceming the validity of Adelphia's rate
calculations for the 2001 Rate Filing and for previous years. Hence, the City reserves its right to
revicw such earlier filings to determine, in the light of new information regarding Adelphia's
financial data, whether the supporting information submitted by the cable operator for those
filings was reliable, and if necessary to recalculate those rates and order any refunds permitted
under law.

(i) As an independent basis for maintaining the ratcs indicated above, the City notes that the
FCC's rate regulations preswmne that cach cable operator will be able to satisfy the minimum FCC
customer service standards, and general requirements such as applicable safety codes, without
exceeding the maximum permitted rate derived applying the FCC's rate formulze. FCC rules
speeifically provide that if a community establishes customer service slandards that are stricter
than the FCC's minimum standards, the cable operator is permitted to pass additional costs
required by such standards through to subscribers as external costs. It follows that where an
opcrator consistently fails to meet the FCC's minimum standards, it should be required to reduce
its external costs, and hence iis rates, by the difference between the cost of complying with those
rcquirements and the costs the cable operator actually incurred.

)] The City lacks the necessary information to determine that difference in Adelphia's costs.
indeed, as explained below, Adelphia has not provided sufficient support for its calculations of
external costs. It appears, however, that the company's [ailure to provide adequate customer
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service nonctheless supports rate reductions from current rate levels.

B. Review of the Information Submitted By Adelphia

(k)  Despite the issues indicated above as to the reliability of the information submitted by
Adelphia in support of the 2002 Rate Filing, the City has sought to review those filings pursuant
to applicable FCC regulations.

()  The City retained a telecommunications financial consultant to review the 2002 Rate
Filing. The results of that review are reflected in a letter report dated April 24, 2003, appended
as Attachnient 1 ("A&S Report”).

(m)  The City submitted requests for information to Adelphia with respect to the 2002 Rate
Filing, and received partial responses from Adelphia. A&S Reportat 1.

(n)  Jn many rcspects, Adelphia failed to provide the requested information, as detailed in the
A&S Report and below. In such circumstances, FCC regulations dircet the City to use the best
available information to determine Adelphia's rates. See, ¢.g., SBC Media Ventures, Inc.:
Appcal of Local Rale Order of Montgomery County, Maryland, DA 94-1251, 9 FCC Red 7175
at 15 (1994); Century New Mexico Cable Corporation: Appeal of Local Rate Order of Silver
City, New Mexico, DA 95-1134 (November 22, 1994), Comcast Cablevision of Detroit, Inc.:
Appeal of Local Rate Order of Detroit, Michigan, DA 00-2748, 15 FCC Red 24022 at 3. Sce
also Implementation of Cable Act Reform Provisions of the Telecommunications Act of 1996,
Repart and Order, FCC 99-57, 14 FCC Red 5296 at 48 (1999) ("Insufficient or incomplete cable
opcrator responses may result in our finding that the rate increase is vnreasonable”).

(o) The A&S Report indicates that if Adelphia's 2002 Rate Filing werc taken at face value,
without tegard 1o the general issues regarding reliability referred to above, a number of
corrections would need to be made. A&S Report at 2-5.

(p) With tespect to the Form 1240 calculation of the basic service tier rate, Adelphia failed to
provide the necessary supporting information to confirm its subscriber numbers. This lack of
support is of particular concern given the reported problems with Adelphia's subscriber counts, as
mentioned above In the absence of other information, however, A&S was forced to use the
figures provided by Adelphia. A&S adjusted these figures lo take into account non-paying
subscribers, which had been omitted by Adelphia. A&S Report at 3.

(q) Adelphia also failed to reflect properly the deletions and movements of channels affecting
the basic service tier. A&S has made the necessary corrections in Form 1240 to account for
these channel changes. A&S Report at 3.

(0 Adelphia was requested to provide invoices to support its claimed programuming costs for
the basic service tier, and (o account for any offsets to programming costs, such as launch fees.
Adelphia failed to provide the requested information. In fact, the programming costs claimed by
Adclphia in the 2002 Rate Filing were cvidently incorrect. For example, Adelphia's calculations
included the costs of channels not carried on the basic tier and failed to include the costs of
channcls that were. Adelphia also used inconsistent costs for programming in its four franchise
area flings in the City. It showed one channel's costs on a per-subscriber basis where that
channel is known to charge cable operators on a flat-fcc basis. Accordingly, the A&S Report
corrects Adelphia's programming costs to the extent possible using the best available
information. A&S Report at 3-4.

(s) Adelphia was also requested to provide support for its franchise-rclated cxternal costs.
Adelphia is entitled to recover only increases in such costs, and must pass through to subscribers
any deercases in those costs. Adelphia claimed that no such cxternal costs exist. That is,
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however, evidently false, given the obligations thet apply to Adelphia under its franchise and
associated agreements with the City. The A&S Report incorporates an estimate of Adelphia's
franchise-related costs made by The Buske Group, a consultant working with the City in the
renewal process. A&S Report at 4-5 This Regulation does not assume that Adelphia continues
to hold a valid franchise.

() With respect to the Form 1205 calculation of equipment and ipstallation rates, it appears
that some corrections should be made, but the City's financial consultant did not receive
sufficient information from Adeliphia to do so. While Adelphia should not benefit fom its
failurc to provide the information necessary for a full and complete filing pursuant to FCC
regulations, the City docs not have sufficient information at this timé to establish corrected rates.
A&S Reportiat 5.

{u) The City finds the A&S Report's adjustments to be reasonable and appropriate, if the
2002 Rate Filing were taken to be accurate despite the concerns regarding reliability described
above.

Scction 3. Ordering Clauses

(a)  Bccause Adelphia cannot certify the accuracy of the information incorporated in its 2002
Rate Filing, the ratc changes proposed in those filings are hereby disallowed, Adelphia's rates
for the period under review for Area C only are hereby set as indicated below in Section 3{(d).
The vates for Arcas E, G, and H must remain the same as those Adelphia was actually charging at
the time it made the 2002 Rate Filing,

(b Because the purpose of the rate regulation rules is to set rates at a level approximating
those that would be charged in a competitive marketplace, Adelphia may submit information
showiny rates it charges (on an absolute and per channel basis) in areas of metropohtan Los
Angeles where Adelphia faces direct competition from another wireline cable service provider,
for those customers that have a choice of wireline providers, and ask for relief from this rate
order based on that information.

(c)  If Adelphia wishes to justify diffcrent rates than those set in Section 3(a), it may file
corrected and certified FCC Porms 1240 and 1205 for each ralc year since it obtained control of
the systen), together with the supporting information for each year requested by the City in
conncetion with the 2001 and 2002 Rate Filings. 1t should also submit information regarding (1)
its actual costs incurred to comply with customer service standards, and (ii) its actual costs
incurred to comply with plant safety standards, in such detail as to cnable the City to detexrmine
{he difference between these actual costs and the costs required to comply with applicable
standards, as soon as it is able to certify the accuracy of the information thus provided, and the
City will review such filings pursuant to applicable Jaw.

(dy  If a court or agency of competent jurisdiction should determine that the financial
information provided by Adclphia to support its 2002 Rate Filing is accurate, or that the City
otherwise must rely on that information, the City hereby adopts (and by this reference
incorporates herein), as appropriatc and to the extent not inconsistent with this Rate Regulation,
the findings, assumptions and other information sct forth in the A&S Report. In such case
Adelphia's maximum permitted rates for basic service and equipment are hereby sct in
accordance with the rates calculated in the A&S Report, as follows:
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Rate In Rate Rate
Effect At Excluding 5% | With 5%
2002 Rate | Franchise Franchise
‘ Filing Fee Fee
[(3)__ Basic service tier, Area C 12.00 10.44 10.99
Basic service tier, Area F 29.18 31.21 32.85
Basic service tier, Area G 30.49 32.86 34.59
Basic service tier, Area H 24.86 26.12 27.49
(b Remote control 0.28 0.29
(c) _ Addressable converter 3.82 4.02
(d) __Additional outlet 0.92 0.97
{(e) Installation of unwired home 47.20 490.68
(i Installation of prewired home 35.40 37.26
() Additional connection at initial 2360 24.84
instaliation
(h) _ Additional connection, separate {rip 35.40 37.26
(i) _ Downgrade to basic _ 47.20 49.66
(). Relocate service 35.40 37.26
(k} _Trip charge 31.62 33.28
() _Underground installation 82.60 86.95
(m) Tier change without service call 1.89 2.09
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(¢} The rates sct in this Regulation will govern Adelphia's basic service and cquipment rates
in the Franchisc Area until Adelphia lawfully implements a further rate change pursuant to
applicable FCC regulations.

(£ The findings herein are bascd on the representations of Adelphia. Should information
come to the City's attention that these representations were inaccurate in any material way, the
City reserves the right to take appropriatc action. This Regulation is not to be construed as a
finding that the City has accepled as correct any specific entry, explanation or argument made by
Adelphia not specifically addressed herein,

(2) To the extent that any lawful review by the City of Adelplia's prior rate filings may
require adjustments in the maximum permitted rates determined herein, the City reserves the
right to make further adjustinents {0 Adelphia's underlying basic rates upon completion of its
review of those prior rate filings.

(h) Adelphia shall place into effect, as soon as possible, but in no event more Lhan sixty days
from the date of this Regulation, current rates thal reflect any changes in Adelphia's rates
determined in this Regulation, as subsequently adjusted in later rate filings pursuant to applicable
law, pursuant to 47 C.F R § 76.940.

(1) Adelphia shall file with the City within thirty days of the datc of this Regulation matcrials
sufficient to demonstrate its proposed methodology for making the refunds required hercin for
the period under review. Such materials shall include, without limitation, a narrative explanation
i detail of the methods used to caleculate all refunds, including how the refund amount was
determined and how interest was calculated on a per-subscriber basis, both for any refunds
previously made and for any refunds required by this Regulation; the aggregatc amounts of any
refunds to be made for cach affected rate, including separate itemization of the amounts
allributable to interest; and specific examples (from which any individual identifying infoomation
may be redacted) of sample calculations of all refinds for representative classes of subscribers.
If Adelphia claims that no refunds are due, Adelphia shall provide a complete explanation
inctuding sample calculations as described above. The materials provided should be sufficient to
permit the City to verify whether Adelphia's refunds comply with the requirements of this
Regulation and applicable law.

() As soon as possible, bul in any event withis sixty days from the cffective date of this
Regulation, Adelphia shall make any rate reductions and rcfunds that are necessary based on the
rates shown above. Adelphia shall refund any amounts charged to subscribers for service or
cquipment that exceed the maximum permitted amounts specified herein Refunds shall be made
in accordance with 47 C.FR. § 76.942(d), and shall include interest computed at applicable rates
published by the Internal Revenue Service for tax refunds and additional tax payments, pursuant
to 47 CF R. § 76.942(c).

(k)  Adelphia shall file with the City within ninety days from the date of this Regulation 2
certification, signed by an authorized representative of Adelphia, stating whether Adelphia has
complicd fully with all provisions of this Regulation, describing in detail the precise measures
taken to implement this Regulation, and showing how any refunds (including interest) were
calculated and distributed.

M Adelphia shall not charge any rate higher than the rate set herein, nor increase that rate,
nor impose on subscribers any other charge for basic service or equipment not specified herein or
in the City's previous rate orders, including but not limited to bulk and commercial rates (to the
extent such limitation is permitted by applicable law), unless such charge is first filed with and
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approved by the City, in accordance with applicable law and regulations, including but not
limited to the notice requirements ymposcd by 47 C.EFR.§76.932, oras otherwise expressly
permitted under applicable law and regulations.

(m)  Adelphia may charge rates less than the maximum rate indicated above for any basic
scrvice or cquipment, as long as such rates are applied in a uniform and nondiscriminatory way,
pursuant to applicable federal, statc, and local laws and regulations.

(n)  Adelphia chall continuc to keep adequale accounts and records of all amounts received
with respect to basic service and cquipment rates, and on whose behalf such amounts were paid,
g0 that it is able to pay tefunds to subscribers if such refunds are later required.

(0)  While this order is limited to setting basic service and equipment rates, it has become
apparent in the coursc of reviewing the information submitted by Adelphia that there may be
other violations of applicable law and regulations that affect the amounts that rust be paid to the
operator {o obtain service, including but not limited to potential violations of the
"amtj-buy-through™ provisions apd rules, the FCC's point of deployment device rules, and
non-discrimination provisions and rules. Staff is investigating such potential violations. We
dircet Adelphia to cooperate with the stafl in that investigation.

(p)  The City reserves all of ils rights with respect to rate regulation, including, but nol limited
to, any right it may have lo rcopen this rate proceeding based on new information or rulings by
governing authority, if it appears that such new information or rulings could alter the reasonable
rates prescribed by FCC regulations, and any right it may have Lo "true up" overcharges or
undercharges in connection with future rate filings pursuant to 47 C.F.R. § 76.922(e}(3).

(q)  This Regulation constitutes the written decision required by 47 C.I'R. § 76.936(a)

(r) This Regulation shall be operative on May 30, 2003.

(s) This Regulation shall be released to the public and to Adelphia, and a public noticc shali
be published stating that this Regulation has been issued and is available for review, pussuant o
47 CF.R § 76.936(b).

P:a-il
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" Sec. 4. The City Clerk shall certify to the passage of this ordinance and have it
published in accordance with Council policy, either in a daily newspaper circulated
in the City of Los Angeles or by posting for ten days in three public places in the City of
Los Angeles: one copy on the bulletin board located in the Main Street lobby to the City
Hall: one copy on the bulletin board located at the ground level at the Los Angeles
Street entrance to the Los Angeles Police Department; and one copy on the bulletin
board located at the Temple Street entrance 1o the Los Angeles County Hall of

Records.

| hereby certify that this ordinance was passed by the Council of the City of
Los Angeles, majority of all of its members, at its meeting of ___ WAL 3

J. MICHAEL CAREY, City Clerk

Deputy

Approved MAY § 0 2003

Approved as to Form and l.egality

ROCKARD 1. DELGADILLO, City Altorbey

ol Pl

GOSy PERTTULA
Deputy City Attormney

Dare _ MAY 30 7003°

File No. O -0 74-5/0

P:iB-11
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DECLARATION OF POSTING ORDINANCE
I, JULIA L. AMANTI, state as follows: I am; and was at all times
hereinafter mentioned, a regident of the State of California, over the age of
eighteen years, and a Deputy City Clerk of the City of Los Angeles,

California.

Ordinance No. 175231 - Rate Regulation Regarding Cable Television Rates for

Bagic Service & Faguipment Adelphia - Franchise Areas ¢, F, G & H Pursuant

to 2002 FCC Forms 1240 & 1205 - a copy of which is hereto attached, was

finally adopted by the Los Angeles City Council on May 30, 2003, and under

the direction of said City Council and the City Clerk, pursuant to Section
251 of the Charter of the City of Loz Angeles and Ordinance No. 172852, on

May 30, 2003, I posted a true copy of said ordinance at each of three public

places located in the City of Los Angeles, California, as follows: 1) One
copy on the bulletin board at the Main Street entrance to Los Angeles cicy
Hall; 2) one copy on the bulletin board at the ground level Los Angeles
Street entrance to the Los Angeles Police Department; and 3) one copy on the
bulletin board at the Temple Street entrance to the Hall of Records of the
County of Los Angeles.

Copies of said ordinance were posted conspicuously beginning on May 30,
2003 and will be continuouslyv posted for ten or more days.

I declare under penalty of perjury that the foregoing is true and

correct.

Signed this 30th day of May, 2003 ff Los Anjiiij::ffigijrnla

Jull anti, Deputy Clty Clerk

Ordinance @perative date: May 30, 2003 Council File No. 02:0774 s10

(Rev. 3/21/03)



