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l. INTRODUCTION

On February 19, 2003, the Cable Television Division (“‘Cable Division”) of
the Department of Telecommunications and Energy issued a rate order concerning
AT&T Broadband’s (“AT&T Broadband™ or “the Company”) basic service tier
(“BST”’) programming and equipment rates for the above-referenced communities.
AT&T Broadband, CTV 02-2 (2003) (*““Order™). In the Order, the Cable Division
rejected several of the Companies’ filings and directed the Company to submit revised
rate forms for further review. In addition, the Cable Division directed the Company
to make certain refunds in the Town of Winchendon and to submit a refund plan
outlining the means by which those refunds would be paid. The Company submitted
the revised forms and refund plan (““Compliance Filing”) on March 14, 2003.*

. ANALYSIS AND FINDINGS

A. Revised FCC Form 1240s

In our Order, the Cable Division found that for Westwood, AT&T Broadband
inappropriately excluded certain franchise related costs (“FRCs”) from the calculation
of the rate and directed the Company to refile its Federal Communications Commission
(“FCC”) FCC Form 1240, with the inclusion of the FRCs. Order at 6. We find that
AT&T Broadband has now included the appropriate FRCs on its FCC Form 1240
(Compliance Filing, Westwood). We conclude that the maximum permitted rate
(“MPR”) for Westwood, as calculated in the Compliance Filing, is just, reasonable and
in compliance with applicable law. As stated in the Order, this adjustment to the
calculation does not require an adjustment to the Company’s BST rate actually charged
in Westwood, as it is less than the BST MPR. Order at 6.

In reviewing AT&T Broadband’s proposed rates in Gardner, we determined
that the calculation did not appropriately reflect the terms of a Memorandum of
Understanding (“MOU”’) between the City of Gardner and the Company. Id. at 11-12.
The Cable Division directed AT&T Broadband to revise its FCC Form 1240, with its
BST MPR calculated in compliance with the MOU. Id. at 12. Based on our review of
the Compliance Filing, we find that the Company’s revised FCC Form 1240 for Gardner
calculates a BST MPR in compliance with the MOU (Compliance Filing, Gardner).
We conclude that the rate is just, reasonable and in compliance with applicable law.

! The Company submitted its Compliance Filing under the name, “Comcast Cable
Communications Inc.” During the pendency of this rate proceeding, on November 18, 2002,
AT&T Broadband had merged with Comcast Corporation. Because the Order in this proceeding
was issued while the merged company was operating under the name “AT&T Broadband,” we
will continue to use that name in this Compliance Order.
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For Amherst, Hardwick, Monson, Palmer, Pelham, Ware and Warren, AT&T
Broadband overstated copyright costs. Order at 12. As a result, the Cable Division
directed the Company to revise the FCC Form 1240s for these communities to reflect
accurate copyright costs. 1d. We find that the Company’s revised FCC Form 1240s
for these communities accurately stated copyright costs in accordance with the Order
(Compliance Filing, Amherst, Hardwick, Monson, Palmer, Pelham, Ware and
Warren). While this adjustment results in a reduction of the BST MPR, the BST MPR
in each community continues to exceed the actual BST rate charged in that community
and, thus, no refunds are due (id.). We conclude that the rates in the communities are
just, reasonable and in compliance with applicable law.

The Cable Division determined that AT&T Broadband had agreed to reduce its
BST MPR in Beverly and Danvers. Order at 9-10. We concluded that since the
Company agreed to reduce its rate and not merely to defer recovery, the rate
calculation should not include certain FRC amounts. Id. at 10. For both of these
communities, we directed the Company to devise a methodology that would remove the
FRC amounts in question from the rate forms in order to assure that these amounts may
not, through the mechanics of the rate form, impact the BST rate at a future point in
time. Id.

In its Compliance Filing, AT&T Broadband presented its methodology for
accounting for FRCs in Danvers. To arrive at a FRC pass through of $0.34 per
subscriber per month, as required by the Danvers license, the Company subtracted $0.16
from the FRC calculation before it computed the FRC amount entered on Worksheet 77
(Compliance Filing, Danvers at FRC Worksheet). By this method, the Danvers FRCs
reported on Worksheet 7, Projected Period are reduced by an amount equivalent to the
$0.16 adjustment (id. at Worksheet 7, Projected Period, Line 707).° We accept this
methodology as reasonable.

On its revised FCC Form 1240, the Company proposes a BST MPR of $8.85,
which when combined with the network upgrade surcharge of $3.10, results in an
adjusted BST MPR of $11.95. The BST MPR exceeds the actual BST rate of $9.88 that

2 On the original Danvers filing, this $0.16 had been subtracted after the FRC total was
computed, which resulted in its inclusion on Worksheet 7 (Exh. AT&T Broadband-35,
at FRC Worksheet, and Worksheet 7, Projected Period, Line 707).

8 The reduction was $15,552, the difference between the $48,492 reported on the original filing
and the $32,940 reported on the Compliance Filing (Exh. ATR&T Broadband-35, Worksheet 7,
Projected Period; Compliance Filing, Danvers, Worksheet 7, Projected Period.). This
reduction, $15,552, is $0.16 multiplied by 8,100, the number of Danvers subscribers, and by
12, to convert months into years (Compliance Filing, Danvers, FRC Worksheet).
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the Company charges in Danvers (id. at 4; see Exh. AT&T Broadband-35, at
Summary of Maximum Permitted Rate). We conclude that the rate is just, reasonable
and in compliance with applicable law.

The Company did not apply the same method for resolving the FRC issue for
Beverly. In the Compliance Filing, AT&T Broadband deleted any reference to the
$0.20 per subscriber per month reduction from the FRC Worksheet (Compliance
Filing, Beverly, FRC Worksheet). The Company made no adjustment to Worksheet 7,
Line 707, to remove the equivalent of this $0.20 from the FRC component of the
BST rate calculation (id. at FRC Worksheet, and Worksheet 7, Projected Period).*
The Compliance Filing for Beverly contains no evidence that the Company reduced the
FRCs on its FCC Form 1240 by $0.20 as directed by the Order, nor did the Company
explain its use of different methods for the two communities. Therefore, we find that
AT&T Broadband’s proposed method for Beverly is unacceptable, and that it has not
complied with the Order.

B. Winchendon Refund Plan

For Winchendon, we directed AT&T Broadband to provide a refund plan for
our approval. Order at 9. AT&T Broadband had submitted a revised FCC Form
1240 for Winchendon with several adjustments that reduced the BST MPR to $6.33,
below the actual BST rate in Winchendon of $6.77. 1d. We further find that the
Company’s refund plan for Winchendon has been properly calculated, and will
appropriately return overpayments to the affected subscribers (Compliance Filing,
Winchendon). Subscribers will receive a one-time refund of $1.72 (id.).

I, ORDER
Accordingly, after review and consideration, it is

ORDERED: That the Compliance Filing by AT&T Broadband is hereby
rejected in part and approved in part; and it is

FURTHER ORDERED: That upon due notice and consideration, the Cable
Division hereby rejects AT&T Broadband’s FCC Form 1240 as submitted on
March 14, 2003 for Beverly. The Cable Division directs AT&T Broadband to refile its

AT&T Broadband did make an adjustment to the Beverly Compliance Filing that was neither
directed by the Order nor explained by the Company. On the FRC Worksheet, the Company
reduced the amount of the “aggregated equipment funding” capital payment made on

May 4, 2002 from $230,000 on the original FRC Worksheet to $45,000 on the revised

FRC Worksheet (Exh. AT&T Broadband -15, FRC Worksheet; Compliance Filing, Beverly,
FRC Worksheet). This adjustment reduced the total monthly FRC per subscriber by $0.17 (id.).
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FCC Form 1240 for Beverly, in compliance with the Order and this Order On
Compliance Filing, on or before April 16, 2003; and it is

FURTHER ORDERED: That upon due notice, hearing, and consideration, the
Cable Division hereby accepts, as reasonable and in compliance with applicable statutes
and regulations, AT&T Broadband’s FCC Form 1240s as submitted on March 14, 2003,
for Amherst, Danvers, Gardner, Hardwick, Monson, Palmer, Pelham, Ware, Warren
and Westwood; and it is

FURTHER ORDERED: That upon due notice, hearing, and consideration, the
Cable Division hereby finds that AT&T Broadband’s refund plan for Winchendon is
just and reasonable and in compliance with applicable law.

By Order of the
Department of Telecommunications and Energy
Cable Television Division

/9 Alicia C. Matthews
Alicia C. Matthews
Director



