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ASSLMBLY - STATL OF NhU JEHQFY

COWMITTE& oN TRANDDOPTAPION AND PU%LIL
UTILITIES

- HEARINGS ON COIMMUNITY ANTENNA TELEVISION SYSIEMS
TUESDAY, APRIL 20, 1971

'MEMORANDUM ON BEHALF OF THE BOARD OF PUBLIC UTILITY
COMMISSIONERS, DEPARTMENT OF PUBLIC UTILITIES

The New Jersey Board of Public Utilipy'Commissioners
recommends enactment of Assembly Bill No. 2139 (1971) wﬁiéhz
would give jurisdiction to the Board of Public Utility |
Commiséionersvovor pbmmunity#apténna'tbleVision systems (CATV)
operating in New Jersey.

The Board which consists of Willism E. Ozzard, President
and Commissioners Anthony J. Grossi and'Gsorge Wallhauser, Jr,
supports the purposes of A 2139. It is the contention of the
Board that the CATV industry should be subject to regulation
on the state level for the following reasoné: |

1. CATV systems have characteristics of bﬁblic

utilities in that they (a) Operate‘as a
monopoly within their franchise areas,
(b) use pﬁblic streets and highways along
which their cables are strung, and (c)'

offer their service to the public.

)



2¢ -The industry is expandings in the Statobﬂf
New.JuPsoy.qnd'un.eu“?territories and
franchiuovrightS'aré r@gulauwd_ﬁn the ctate
level, service territorics will grow withoub
"re¢alistic boundaries and roasonable limito-
tions upon impropoer compebtitive aspectes.

3.+ The public should be protected from those
who lack the required know-how and financicl
means to provide safe, adequate and proper
service,

“ly. CATV operators should be requirsd to main-
tain a high qualify,of’sorvice at reasonable
rates.

In 1965 the Board of Public Utility Commissicnux

£

submitted to the office of the counsel to the Goverrnor s dreft

. 3

of a proposed bill that would have given the Board jurisdiction
over CATV. As a result S 160 and S 206 were introduced in

3%
¢

that year. Those bills were similar to A 2139 in their basic

approach to placing CATV under jurisdiction of the Board,
By amendmont of R.S. L48:2-13 community antenna television

systems were defined as public utilities. This is éhe samo

method found in A 21396

- 4+ 5 160 was. lnltlally introduced;because of a
printing error in the wording of the oectlon amending R.S,
L8:2«13 when the bLLl wes introduced 8 206 was introduced in
its place.

‘g2~



Because problems with respect to regulation of any
industry are often "bui1t~in“»§rior'to regulstion, A 2139
should be enacted as sodn as possible in order to avoid such
problems and thus facilitate regulation in the public interest.
However in the event the Lill can be amended without unreasonsbly
delaying passage bthe following comments are submitted for your
considerations:

1. Aménd Section 1(a) to exempt antennas on
apartment houses,motels and hotels for the
sole use of tennents from the definition of
community antenna television systeﬁs.

2. Specify that the $50.00 applicatién fee
required by Section 3 is in addiﬁion to
assessments made under R.S. 8:2-59 et seq,

“which provide for annual assessments of public
utilities under the jurisdiction of the Board.
3+ Section 7, which deals with rates and charges,
'»seemsvto be eaimed at maintaining minimum rates
rather than "just and reasonsble" rates which
is the phrese generally applied to public
utility rates. See R.S. L8:2-21, L8:2-21.1
and 48:2-21.2. It appears advisable to delete
this section. The Board could then spply the
various sections applicable to rates found in

Title 8.

-
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ly.

Section & roguires the Board to rovokc a

certificato where occrvuice is rendered ocut-

gide the territory specified in-the applicst

This mandetory action imposed on the boasrc

appears to be too severe and could result in

customers within the operator's certificatad

‘area’ being dsprived of service. It is

recomncnded that this‘prcvisidn be deleted,
Title 48 contains various penalty provision:
end pcrmité the Board tb order public utilit
to refrain from improper activities,

Section 9 seems té incorvrectly refer to Scct
It in its reference to criteria. The proper
Secticn appears to be Section 5.

Section 11 is incorcistent with R.8. L8:3-10
which requires the Board's approval of sales
of public utility stock to another public
utility or any sale of‘pﬁblic utility stcek

which would vest a mejority of interest in

7

the transferee. The sale of less then 25%

ior.

1es

ion

could result in a chenge in majority of inteoraast.

It would seem adviseable to specify that this

section is in addition to R.S. L8:3-10.

-



In the svent amendments wquld delay p&buﬁﬁﬂ of
A 2139 it would be more in the publnc 1nuerest to enact tho

bill in its present form and seek amendment at a 1ater date.

FELIX G. FOMLLWZQ CHINF COUNubL

~ BOARD OF PUBLIC UTILITY COMMISZS

TONERS

)
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Statement by Rlchard C. Leone
o SR ‘before . .- - ‘ AR
The Comm:.ttee on. Transportatlon and Pubhc Ut111t1es, ,‘
- Assembly of New Jersey |
. April'20, 197¢ ©

My name is Rlchard Leone and I am Dlrector of the Center for Analys1s _
of Public Issues. Thank you for:your invitation to appear before this committee.

The Center is a non-profit research corporation established in the spring

~of 1970 with foundation support. Our purposeé is to examine the effectiveness

of public policies and public agenc1es at the state and local level in New Jersey -

- and nearby states. The Center's student interns, working fulltime during the

summer and. part ~time during the school year, assemble the data and analys:Ls
for its public reports. The Center has a small year-round staff, We have ,
published reports on’ automoblle 1nsurance, consumer protectlon, and attorneys‘
fees in local bond. 1ssues. :

v For more than five' months, staff member s, asslsted by students from '
Rutgers and Prlnceton Unlver31ty, have been studylnc cable-television. We".
determined early in our analysis that- this new medlum raised complex and
far-reaching -questions of the public 1nterest We also discovered that there -
had been surprisingly little public scrutlny, partlcularly at the state and local
level, of the questions raised by current developments in the cable industry.
In recent weeks, of course,- there has been considerable publicity about CATV,
particularly concermng 1mpropr1ety in the granting of local franch1ses. But even
had this not occurred, we believe that cable television merlts 1mmed1ate '
attention by pubhc bod1es and qulck actlon to protect the public's 1nterest

N

‘Our report is still in- the draft stage. Many important questlons remain

-unresolved. We believe, however, that these hearings are. 1mportant We are

ready to put forward some tentatlve conclusmns based on our analysis.. The
Judgments put forward today, however, are subject to reevaluatz.on. o '

These hearmgs can be an alert to the state and local governments. The

,proc‘ess of CATV. franchising is going forward rapldly As far as we can deter=- .

mine, over 146 New Jersey’ commum‘ues -already have. signed contracts with
cable operators and at least a hundred more are considering contract proposals.,
At the pr esent rate,’ ‘the pattern of commumcatlons development for the state
soon w111 be set for the foreseeable future. ‘We believe that many ‘towns and
cities already have g1ven away much == perhaps more out of 1gnora.nce than
design -= of the pubhc s 1nterest in thlS area. : :
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The potential of cable television has been underestimated at almost every
stage of its development. As you know, the medium began as a master antenna
system for communities which could not receive strong signals over-the-air,
Bu the coaxial cable offers much more than simply a mechanism for providing
such communities with television signals. It radically changes the future of
the whole broadband communications industry by providing an almost unlimited
potential channel capacity.

Let me take a moment to talk about the scarcity of over-the=-air broad-
casting. Given competing uses, the number of television channels is limited
to roughly 66, Given the requirements of distance and separation on the
channel spectrum for over-the-air broadcasting, individual channel assignments -
are limited for any community. New York, for example, has the largest
number of channels available. But for New York'to use channels 2, 4, 5, 7,
9, 11, and 13 on the VHF spectrum, every community within 170 miles of the
city is prohibited from using these channels and, indeed, within 60 miles, most
of the adjacent channels are prohibited. Three-quarters of all.viewers see-
four or fewer channels.

Our report will deal in some detail: with' questions raised by this scarcity
and also on the implications of cable television for this situation. In general,
one of the significant consequences of the wiring of communities is that tele-
vision broadcasting no longer need be a scarce resource, limited simply to
the wealthy and large corporations. Since local groups, education organizations,
politicians, businesses and governments will suddenly find it easy to reach
people through television, we .ought to expect a revolution in information and
communications. We will be able to attack .directly to the most pernicious
development in American politics: the increasing cost of television advertising.
I might add here that for the first time, state legislators, for example, will
be able to consider reaching, through television at a reasonable cost, the specific
constituency which they represent. :

I don't wish to belabor this‘discussion of cable potential. They will be
covered rather fully in our report. I would like to focus the balance of my
remarks today on the question of state regulatlon and the role of the state in
the development of cable television.,’ : :

Early cable development proceeded with scant public regulatlon. The
Federal Communications Commission ruled in 1958 that it did not have Jur1s—
diction over CATV., But the growth of cable television brought pressure from
the Congress and, more importantly, the FCC's major constituency, the over-
the-air broadcasters., By 1966, the agency issued a ''second report and order"
which asserted its authority over all cable systems in the nation, - : '

The first orders by the FCC'set only n‘iini‘i’num requiremehts for cable
television. The Commission's general purpose was the protection of over-the-

air broadcasting rather than the creatwn of a framework of public regulatlon
for a new medium.,

10
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Without going into a detailed chronology of FCC. action, let me sclect a
few highlights of the Commission's role in CATV., Under the first order,
systems were required to carry-all local stations, an eminently reasonable
regulation since most television sets are unable to receive over-the-air
broadcasting once connected to cable. - A non-duplication provision was intro-
duced which prevented showing programs imported from distant stations on
the same day that they were available locally.

In 1966, the FCC focused especially on the nation's hundred largest
markets. In these markets, a cable system can import signals only if it
proves that such importation would not harm local stations. The growth of
cable TV has been retarded in the hundred largest markets comprising nearly
90 per cent of the nation's population.

The FCC, in 1968, further extended its limits on the importation of
signals by ruling that the limitation of importation of distant signals would be
imposed within a 35-mile radius from major market communities. The
prohibition is absolute in the sense that it is not subject to a hearing or waiver
as under the earlier ''second report and order.' More importantly, the FCC
ruled that, until this 1968 proposal was acted upon finally, cable companies
had to operate as though'it were, in fact, a regulation. This amounted to a
total ban on the importation of distant signals within a 35-mile radius of the
hundred largest TV markets.

As you know, the Commission has recently concluded an extensive set
of hearings on its proposals for cable television. Many of these are far-reaching
but I'll only mention them briefly here. '

1. Franchise fees should not exceed two per cent of the system's gross
revenues, ' ' . _

2. Technical standards to be imposed by the federal Commaission,

3 Minimum channel capacity regulated at the federal level.

4, A requirement that two-way transmissions be built into every system.

5. Further restrictions on cable ownership, perhaps to limit the size
of any single cable company:.

‘ 6. The requirement that there be a local channel available for community
use, '
7. Some detailed propo:aals concerning the allocation of channels to
various uses. :

8. Varidus proposals, including substitution of advertising, to protect
the financial position of over-the-air broadcasting :

9. The proposals relating to educational and public broadcasting
channels, including one which would allocate five per cent of the gross revenues
of cable television companies to the Corporation for Public Broadcasting.

10. A proposal to establish some basis for copyright payments by cable
television operators to copyrighted program material,

11
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FCC action will change the industry, but, thus far, cable development
has been largely a product of relations between local government and cable
operators. :The pattern has been to establish a franchise, in effect a monopoly,
for a particular cable operator. This general right to wire a community
often extends for 25 to 30 years., We have looked in.detail at the franchises
and contracts around New Jersey. I would like to discuss them for a few moments
here before turning to the specific proposals for state regulatlon and Assembly
Bill 2139, Our detailed analysis of these franchises will be presented in a_
full report by the Center, soon to be released to the publlc.,

Records of the Public .Ut111t1es Commlssmrx 1nd1c:ate that cable television
began serving the television needs of some New Jerseyans as early as 1952,
Since then, CATV has spread to 20 of the state! s 21 countles and now serves
~ viewers.in 76 cities and towns across the state. New franchlses, not yet
operational, have been awarded in more than 66 other commumues and hundreds
more are giving actlve con31derat10n to cable ‘contracts,’

Cable service predlctabry flrst appeared in areas farthest removed from
New York and Philadelphia, and even today, more than half of the operating
systems-in the state are located in the counties of Atlantic, Cape May, Ocean,
and Sussex. ’ ‘

During the 1960s, CATV expanded into*areas of the state which still
enjoy substantial over-the-air reception. Burlington County, for example,
which receives clear signals from three network affiliates in Philadelphia, now -
has 18 CATV franchises, the largest number of any New Jersey county. Most
of the growth, however, has been in areas removed, if not from Phlladelphla, $
at least from the large number of stations in New York. The incentive for '
installing cable systems in these parts of the state was the possibility of
bringing in the independent signals from New York City. As indicated above,
this hope for increase in entertainment v1ew1ng has been stymled by the FCC
actions over the past several years,

£ 3

Most New Jersey systems remam small, with the exceéeption of the 20, 000
subscribers in Atlantic City; the bulk of cable systems have fewer than 2500,
And most of the contracts under which cable companies operate are pr1m1t1ve°
In this area, the public interest has been largely 1gnored

In the absence of comprehens1ve state or federal reoulatlon, ‘municipalities
have played a predominant role in regulation and shaping the growth of cable
television. This is the one level of government which, as a rule, has taken:
public action. . For CATV firms must secure local permission, usually in the
form of a franchising ordinance or resolution, before 1nsta.111ng a CATV system.

In our’ study, we tried to deterrmne ‘how well inforrned local off1c1als
were about the technology and potential-of cable television,.what proceedlngs
and criteria were employed to award franchises, how was the public interest - -
both in terms of viewers and possible users of CATV represented in franchise
proceedings, and who benefits ' most from the terms of existing franchises?

‘;‘5
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We found little knowledge by local officials of what was involved in
cable franchising and what areas of the public interest were at stake, We
found the franchising procedures themselves deficient in several respects.
In a great many communities, there was no competition for a franchise,
Franchises simply were awarded on a ''first come, first served basis'' with no
public bidding =-- none of the things which have become famlhar, for example,
in a local school or sewer construction pro_}ect

Another characteristic of the franchise proceeuanns was the great haste
with which local governing bodies acted., Typically, a franchise was presented
and passed in two or three weeks time. In short, the public not only missed the
potential benefits of competition but was also left without the expertise of
those Who do have some knowl\,dde about cable telews;on, since local officials
almost never sought outside aid. - " ‘ :

- We also found tha_t'pohtlcal influence may have been a factor in the
granting of franchises. Many prominent New Jersey political figures are
active in the management or on behalf of cable television companies.

Nearly all cable firms pay local governments for the privilege of oper-
ating. Some franchise ordinances go into detail about the way these rates
will be set and administered. Others say little or nothing about them.

These fees raise several questions. First of all, the legal right of the
municipality to 1eVy what amounts to a tax on interstate commerce may be
doubtful. In addition, the state legislature has not appi‘oved this levy in any
form. Second, most payments contain no performance incentives. Most are
flat percentage of the gross and do not encourage expansion of the system.
Finally, the payment places local government in the dual role of regulator and
business partner in the cable flrm :

~ Subscriber rates likewise vary, both in amount and degree of government
oversight, Installation fees vary from $9 to $75, with apparently no direct
relationship to the cost of establishing the system. Subscriber rates average
about $5 a month, ‘ ‘ | .
We indicated earlier that the present cable technology makes 40 and 50
channel systems feasible and, in many parts»of the country,. systems with more
than 20 channels are being builtwith no great fanfare. Yet, in New Jersey,

systems of this size are rare.

Most franchises also award very long contracts. We examined a sample
of 24 franchises on this question. Even at this early stage of cable development
with the many uncertainties attendant in new technology, 20-year and 25-year
contracts are very common with a few as long

13



as 30 years. Only two towns had tea~year agreernents; four others were for.
15 ycars., Many studcuts ol cable £ 1d llﬂ.ly Justification in contracts which
extend beyond ten years, - ,

Most franchises reguire that thp firm comwﬂetg 1ts CA""V system by -a

certain date and that a performance bond be posted. But a large number of . = -
communities have granted franchises which l‘.av 'hem and their subsc“"bbr

powerless to deal with a "no-show'' fr 1_\.h1&.ua

o)

Franchises also are uneven in their requirements for technical perfor-
mance by the operator. Many / are vague; only a few have detailed technical
standards. Nine of the agrecements do not even mention these. This is a
strange omission in a business which is bc..;ed on provid iing clear recepulo"l.

While most franchises do not comw }~- exclusive. r*ght to install a c.:.me
systvm, there are many reasons why cable te 151on .;s likely to be a mono-
poly in a community. And, since some franc h.aes are awarded to one firm
after other bids have been rejected, it is clear that the intent of local govern-
ment is to establish a single cable system. 'In this sense, regulation of a
wonopoly is the task before local governments.  And, yet, they have little
experience,: data or technical knowledge on which to base public oversight.

Finally, the access of educational groups, community groups, and
governments is not insured in most franchises. In New York City, new franchise
provisions require substantial numbers of channels to be made available for
such uses. But we found only threec communities which included any effective:
public access provision. o :

The overall p1c‘.ure, then, is a sad one. And it appears obvious that in
Dresent circumstances, the state must act and act quickly, No one can foresee
exactly what role the federal government will play in future cable regulation. _
While it might potentially preempt all regulation, it is not likely to be the case ' v
in the near term future. In this situation, it seems obvious that an immediate :
regulatory framework must be developed and applied to cable television in New
Jersey.

i»

A Role for the State:

The FCC recognized this need inits 1968 notice of proposed rule-making.

It said, "We do not now urge the appLCatlon of our jurisdiction to the licensing
f{ CATV systems by the FCC. We do, however, believe that local, -state,

and federal governmental agencies must face up to providing some means of
consumer protection in this area.! Subsequently, the Comimission made clear
that the state and local roles will be defined by those areas tnat it (thg. FCC)
does not choose to preempt.

Five states, ConneCu cut, \evada, Rhod\. lec.nd Ver mont, and Hawalii,
now have statutes on CATV. In each case, they have referred CATV to state
utility commissions. Beyond this consistency, there are w:.de variations in

&)
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the approaches taken. Some states subject cable television. to the usual
utility provisions, while others have additional and sometimes ambiguous.
en::z.blinc7 statutes., In Nevada, for example, the commission is charged to
"encourage and promote harmony between CATV companies and their sub-
scribers., The states vary the size a system must be before it comes under
jurisdiction. - But, by and large, the provisions of the states' statutes are
derivative from the fact that they define community antenna systems for the
first time as public utilities. ' ,
Recently, the New York State Public Service Commission recommended
that CATV operations be subjected to state regulation. In the New York State
plan, the PSC would approve local franchises; those applying for such fr an-
chises would file simultaneously with the municipality and the state commission,
The New York State report on this subject is detailed and, while the Center does
not agi‘ee with all aspects of it; we commend it to the committee's study,

The report mentions two services which should be provided in our state.
The first is prepara’clon of a model franchise for use by municipalities of
differing sizes and the second is consultative services for municipalities
seeking guidance, As it now stands, municipalities usually have to rely on the
cable TV operator to provide them with a "model" ordinance.

I am sure this committee also is aware of the model state Community
Antenna Television System Act which was developed after the resolution by
the 1965 annual convention of the National Association of Regulatory Utilities
Commissions. A somewhat weaker act, the Model State CATV Regulatory
Surveillance Act, was developed in 1970 after industry pressures. Both
provide much useful material.

Perhaps a word about the industry's position is in order at this sté.ge.
Given the present atmospheré of local scandals, some industry spokesmen
have called for total regulation by the FCC., On the basis of the Center's
research, it seems unlikely that this proposal will solve many problems of the
industry., The FCC has neither the personnel, the special knowledge of local
conditions nor the contact with local needs required to regulate all aspects
of CATV. ‘ '

We all are seeking a way out of the present mess ~-- a way to improve
on the present franchise arrangements., But throwing the problem to the FCC
will not solve it. Indeed, if there has been any agency which has failed con~-
tinually in its responsibility it has been the Commission.

Nor can we rely entirélyméh-Asvsﬁemblbeill 2139, The bill, as everyone should
realize, is a starting point for discussion, not a solution to the problem.
There is much work for the state in this area. Its task is to try to set matters
right, Existing franchises should be required to come into compliance with
any regulations promulgated at the state level. " This is one of the most
powerful arguments for state actlon, for it offers the opportunity to reassert
the public interest in many ex1st1ng local franchises, Where franchises are
unexercised -~ in the sense that no actual construction has begun -- a
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state agency might consider each applicant on a.case-by~-case basis,

We do not, however, favor total regulation by the state. Franchises
approved by municipalities simply would not becomé effective until’
approved by the state. Given the recent history of cable TV, it might be
argued that many municipalities are corrupt, inefficient, -or show favoritism’
in the awarding of franchises. Yet, there is no reason to believe that the
state will always be free from these flaws. And, of course, were a céntral
agency to follow such practices, the costs to the public would be - more
devastating than those incurred when an occasional municipality errs.

In New Je:réey, there is a desperate need for the state to set up guidelines
for franchise awards =-- guidelines which include non-exclusivity, notlce
and hearing, advertising Ior bids, and 10-year limits.

We also believe that the state should establish general nmdehnes for
rate regulation. Because circumstances dlffer, a sliding scale might be the
best approach The rate regulation question is complex, The ACLU and
several foundations, for example, have submitted briefs to the FCC arguing
that cable TV should be treated as a common carrier. New Jersey, on
certain questions (e. g. concerning local orlmnatlon or programs) might w1sh
to treat cable as a conlmon carrier.

The state also could act to insure the quality of existing and proposed
service., As mentioned above, most ‘cable contracts are deficient in technical
standards. It would be desirable for the state to anticipate the technological
developments of cable by requiring that certain capacities be built into systems.
Two-way transmission, a large number of channels, and facilities for intercon=~
nection with other communities are examples for such requirements.

We believe that the state should set up guidelines for franchise abandon-
ment and termination. Such actions, including cancellation by a municipality,
could create difficult situations for television viewers and for the community.
In other areas of public utility regulation, there are precedents for confusion
and breaks in service because franchises included no clear guidelines in the
area. Existing cable television franchises likewise are deficient in providing
for these contingencies, :

We have argued consi}stently' that more consideration should be-given to
non-profit and public ownership of cable television operations. We argue now
that a provision be made for ecasy conversion of existing and potential franchises
to such ownership. No one can foresee clearly the future of this medium; we
would do well to preserve the possibility of changes in ownership of this type
for the future. - The possibility of conversion also should include specifically
the case of a municipality which decides it wishes to acquire'a CATV system.

‘Finally, the state obviously should seek general franchise provisions
to compensate for existing deficiencies, including control over transfers and
renewals, better reporting procedures, more frequent 1nspectlons, and
perhaps higher level performance bonds and insurance. '

16
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Our analysis suggests that there are many aspects of cable television
regulation and many arcas of potential CATV development which are not
directly analogous to any of the activities now regulated by the PUC. In New
York City, for example, a special Office . of Telecommunications has been
established to oversee the franchises awarded for various portions of that
municipality. One might imagine a similaxr Iocus of expertise e°tablished
within the state government -- though perhaps under the PUC =~- {0 oversece

cable television development.

The state's needs are such that mere regulation is not enough. Let me
pose this'analogy: the PUC does important regulatory work in the arcas of
railroads and buses. Yet, since both these services are important to the
state, we have relied heavily on the Transportaticn Department to develop
a continuing state policy and to implement it, Likewise, in cable television,
there is a need for basic re@ulatiori to insure the public interest, tc insure
equal access, and etc. DBut there is equally, ard this is especially true in
New Jersey, a need for intelligent planning to develop a broadband communi-
cations network for the state. The Legislature; thus, should recognize that
if jurisdiction is granted without providing the resources for creating new com-
petence in the PUC, the state may be worse off that it is today. For it will
have the appearance of tough and efficient regulation, but not the substance.
The Legislature has a responsibility to insure that the Commission is provided
with the necessary assistance to discover and implement the public interest
in this area. / »

The PUC, in turn, must sort out the issues which cut across levels of
government; recognizing that certain questions, such as carriage of television
signals, importation of distant signals, and the like, are clearly the federal
government's concern, While others, such as technical standards, ownership,
common carrier status, etc. are joint concerns of the state and the federal
governments. The PUC, we think, should be aggressive in asserting state
and local primacy in a number of key areas, including franchising, rate regu-
lation and, to some extent, access to programming. ' : ‘

The state's most creative role, in short, is less as a regulator than as
a promoter of the communications needs of its citizens. The state might wish
to require that all local franchises include provision of a state channel, so
that over time, there would be, in effect, a state network. This plan would
have direct consequences for the Public Broadcasting Authority and, indeed,
for the costs associated with developing further facilities for the Authority.
The Higher Education Department might act to develop a statewide higher
education channel. And the Education Commissioner should work together
with local superintendents to insure that channels are reserved for local edu-
cational uses. All of these matters would be facilitated if a state agency had -
real power in the cable television field, It might even be worthwhile to discuss
the possibility of tapping a small fraction of cable operators' revenues to sup-
port the statewide educational and public broadcasting, This proposal, of
course, would be dependent upon final resolution of such questions at the

17



Page 10 -

federal level.

A state agency, too, should help to encourage the development of non-
profit corporations as operators of cable television. .

It should seek coordinated arrangements where more than one community
. is required to create a viable CATV system, Along this line, the state also -
should insure compatibility between systems, espe\.lally where political con-
stituencies overlap several communities.

We have a special interest in shaping cable development which is quite
different from that of most other states. Cable TV offers New Jersey ifs first
opportunity to have a communications network which, given enough time, could
give the state a new sense of community. One of the consequences of this free
flow of information might be an improvement in the quality of public decisions.

There are numerous public bodies which have an interest in the future
development of cable in the state.

We need a state policy in this area.

New Jersey already has invested in a Public Broadcast Authority and
that agency already is in deep financial trouble. If we must look elsewhere for
our future communications system, cable development may offer an answer.

In sumhmary, the Center's research indicates that Assembly Bill 2139
has a merit as a starting point. But it is in no measure a solution to the
problems posed by cable TV. 'Nor does it offer, in any sense, a mechanism
for achieving the kind of balanced development and statewide policy needed in
this area.

I urge that the Legislature’ consider the need for an in-depth a.nalys:.s of

the problems and promise of cable TV. The state may wish to create a study
group to develop an imaginative and far-reaching procrram for full utilization
and realization of cable television's potential.

I hope these comments will be helpful and thank ’you once again for the
invitation to attend this hearing.
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COAXTAL COMMUNICATIONS OF BERGEN COUNTY, INC.

| My name is A. William Hartin,.354 Main Street vRidgefield Park

I've been in the public relations bus;ness there for the past 20 years.' On
March 1lst, 1971, Coaxial Communications of Bergen County, Inc. was organiZed.
As one of the organizers of the company, I was namri executive vice nresxdent
to conduct its operations in New Jersey. We are a subsidiary of Coax1a1A
Communications,.lnc, of Sarasota, Florida, operating through an interloching
officerfdirectorate with two from*the national company and two from New'nersey.v

In addition to myself, Connie Uack, Jr. is presxdent, Dennis J
McGillicuddy is Vlce pre51dent and treasurer, and Dale M. Race, of Woodcliff
Lake, New Jersey is vice presxdent and secretary. Both Mr. Mack and Mr.
McGillicuddy are officers and directors of Coax1al Communications, Inc.

The national company was organized and began operating in 1967.

A copy of the company's franchises, applications and tneir status is available

for those wishing to examine it. In‘addition to those shown on this list, a

franchise was granted.last‘January in Hempstead, Long Island, and’construction
of that system is underway. OM'May lst, the €irst phase of'the system being
installed in Columbus, Ohio w1ll be placed in operation.. -
Another feature of the company is that 1t is privately financed
and privately aned. Accepted is the philosophy that it will be four or fivei
years before ‘a returnlmay be expected on.the»investment.h Theretare no pressures
to pay dividends to stockholders.‘ o - ‘ -
Coaxial of New Jersey.s program 1nc1udes a non-exclu51ve franchise,‘
the payment to the community granting the franchise of a 11cens1ng fee equivalent
to 25 cents per home, a tax on net operating revenues each month payable to |
the munxcxpality, acceptance of control of 1ts rate structure by the
municipality granting the franchise, and the posting of a performance bond

--more*s; 19



Statement by A. William Martin e

guaranteeing to hegin construction and opsration within snecific periods of
time, usually six to eight months for construction and 20 to ‘24 months for
operation. » |
| H'II do not plan to discuss these factors in detail because Mr.
’McGillicuddy is here and he is much more qualified than 1 mn, at thls pOint,
to present this information. | o S
Our present plans and existing installations are up to 20 channels.
7 By the time we can beqin operations anywhere in New Jersey, ‘we hopefully, 1'“
ancitipate 40 channels. In this connection, I would point out that our planning
includes a free channel for municipal use, another for a local Board of
‘ Education, and one for police and fire use; all with a two-way conversation ;
'capability. There will be channels for programming for ethnic groups, for local
school sports and ciVic events, plus, of course, all regular UHF and VHF - }
: commercial channels. There is more, too, but Robert Pawley, 1n charge of
_ programming, is here to speak more specifically on this subject.
‘ Mr. McGillicuddy also w111 present our views on state 1egislation
covering cahle v operations. An attorney, as well as operating officer, hei
- has appeared before other state and 1ocal governing bodies to discuss this
subject. | | '
| we believe in’free competition to serVice the people of a given
comnunity. Not asSigned territories ‘or municipalities on an exclusive or
monopolistic basis. we ask a non—exclusive franchise because we feel that if we
'should not provide des1red service, the municipality should have” the right to
grant a franchise to some’ other company if it so desires.
Behind our small, as yet, New Jersey corporation are a11 theé'
facilities and services of the national ccmpany. Those include our own:'
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engineering and design, our own equipmernt production for both the service
and the actual construction of the system; and the national company *s
financial strength, experienceAénd’pfoétahmihq capabilities.

Available for any who wish ons, a brochure on the compény,iénd
biographical material on the national officers and staff. However, with a1;
this you may be assured that as we move ahead we will retain local management
of the operation, in conjunction with each municipality, and we will be
employing New Jersey people,'Wnge possible, as jobs become available.

Cable television has received some bad publicity in soﬁe areas over
the past three months. We believe we can overcome this stigma byzprOVing
that people living and working within the state ‘to which they belong can
demonsttate that they can serve the people of a community best by becoming part
of that community.

Referring once again to state control, but not Public Utility
Commission control, we believe that any out-of-state cable TV operator should
be required to register with the State of New Jersey in much the same manner
as insurance companies must do. We believe full financial disclosure should
be required insofar as intra-state operations are concerned. We believe,
further, that municipalities should have protection against those who seek a
municipal franchise with a view to holding it and eventually profit because
they have neither the necessary financing, knowledge or capability of living
up to the terms of the franchise.

As I said, gentlemen, Coaxial Communications of Bergen County is
almost two months old. There are many companies much older. But, we feel that
we have something new to offer in the arena of public service. I can only

add that, at the moment, we do not have all the answers, but I guarantee that

21

- more -



. Statement by A, William Martin o - T _f: -4-

- if anyone; legislath, muniéipaligy;.qx_iﬁdi%id@al}éitizen Wépts infofmatipn,
Cwe'll giv§ it tqlhipf If §é don't knpw‘thevanswer,toia.queégion,,we°ll get -
it. If necessary, we'll mgﬁe any‘department;head Qf‘Coaxial:Cqmmugications, Inc.;
v’be he planner,_designer; engingé: or.p;ograﬁmer,‘gvailgbie for consultation,
- explanation or adyigeianytime_ﬁhé @ember$ of this Coﬁmittee"_the Legislature .
_or any.State'agengy‘would‘like to haventhem;v ‘ |
Muchvof whét-I've;said_was,énnpunced,sﬁndéy inva pres;_release.
' Copies of this_also:are availablelshould Y6u want‘them; L

,Thank you fpr hearing me. I hope_i'&evlaidfsufficient groundwork
tfor Mr. McGillicuddy and Mr. Pawley to discués:these,matﬁeré in ﬁore detail
‘because they are~a$'much a-éartnof Coaxial Comﬁunications Qf Bergen County
as those of us who are privileged to reside in this state.

Thank youl
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OFFICERS

Barry Silverstein

Lorenzo B. St. Jacques
Dennis McGillicuddy . .

S. L. Highleyman ~
Connie Mack, Jr.
Frank Merklein
Steve McVoy '

Abram E. Patlove
Mikel M. Rollyson
William M. Kalser, Jr.
Michael McGillicuddy

COAXIAL COMMUNICATIONS, INC,

Chairman of the Board
President

Vice President - Secretary ,

Executive Vice President
FPranchising Executive
Programming Executive

':Vlce President - Research &

- Development

- v1ceﬂPresiaent - Operations

Assistant to the Chairman
Treasurer & Controler
General Counsel (In House)

L

[

Fred R. Rutledge Small Systems General Manager

BARRY SILVERSTEIN - CHAIRMAN OF THE BOARD

The founder and prime mover behxnd the growth of the Company.
HMr. Silverstein has had an active career as a business executive and:
investor since graduating from the University of Florida and the Yale
University Law School. ; _

- After engaging in a number of successful entrepreneur1a1 ventures, v
he decided to semi-retire- from business at the age of 33 and returned to
the Unlversity of Florida to accept an ap991ntment as a Professor of Law.

while at the University of Florida he became an investor in real
estate and various small companies in the area. One of these investments
was in Micanopy Cable TV, a predecessor of the Company. After studying
the potential opportunities involved in the CATV industry, he decided to
devote ail of his time and financial resources to the development of
Micanopy 1nto one of the leading companies in the fleld.,

LORENZO B. ST. JACQUES - PRESIDENT

Mr. Lorenzo B. St. Jacques came to Coaxial from Olin Mathieson Chemical
Corporation in 1968. At Olin Mathieson, Mr. St. Jacques was General
Projects Manager and was responsible for the supervision of approximately
500 outside construction projects. He designed and supervised construct-
ion of the English Squibb Buildings, the Irish Pharmaceutical Cracking
Plants, the Shot Shell and primer plants in Rome, Italy. In Mr. St.

- Jacques' last year with Olin he was named Director of Construction in
which position he was responsible for over $80 million of construction
projects per year. When Mr. St. Jacques came to Coaxial, he was made '
Vice President of Construction. In thig capacity, he was responsible -
for the entire construction operation including justification of con-
struction, production, procurement, fabrication of components, and en-
gineering. Mr. St. Jacques was made President of Coaxial in April of
1970. : . :
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DENNIS J. McGILLICUDDY - VICE PRESIDENT

. Mr. Dennis J. McGilllcuddy is the Vice. Pgesident of Coaxlal Com~
municatxons, Inc. Before coming to Coaxial, Mr. McGillxcuddy was. an
instructor at the Unlver31ty of Florida College of Law in Ga1nesv1lle,
Florida. He later served as a law clerk for U. S. District ‘Judge Willlam
A. McRae of Jacksonville, Florida, and also was associated with the law.
firm of Holland and Knight of Lakeland, Florida. While he was enrolled
in law school, Mr. McGillicuddy was editor-in-chief of the University of
Florida Law Revzew, was a member of the ORDER of the COIF,and was tap-
ped as a brother in Florida Blue Key., Mr. McGllllcudd1 came to Coaxial ﬂ
in 1968. : .

J

S. L. HIGHLEYMEN - EXECUTIVE VICE PRESIDENT
i

Mr. Highleyman joined the Company direct from his position as
chief financial officer of The Walter Reade Organization, a diver-
sified entertainment and communications enterprise with a motion
picture production and distribution division; and education films
division; a division publishing books and magazines; a division
doing specialty printing for the record Lndustry,' and a national
chain of 80 first run theatres. Prior to that he served in various
senior executive and admlnlstratlve capacities for the. group of public
companies then controlled by Patrick J. Frawley, Jr., includlng Ever-
sharp, Inc.; Schick Safety Razor Co.; Technicolor, Inc.; Creative
Merchandising, Inc.; Schick Electric, Inc.; ‘and Schick Investment Co.,
which in turn controlled the Houston-General group of fire and casualty
insurance companies. His earlier experlence was as a lawyer special-
izing in corporate finanee matters with O Melveny & Myers, the domin-
ant law firm in Los Angeles (where Mr. Frawley was one of his cllents),,
and as a partner of the international law firm of Coudert Brothers,
resident in London. He is a graduate of the University of Miami (Bach~-
elor of'Business Administratior,, and a Master of Arts degreee in
economics and statistics), The Yale University Law School, and Columbia
University's Parker School of International and Comparative Law. He
was a staff officer (Captain) in the U. S. Air Force durlng the Korean
War. . N . :
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Connie Mack, Jr. - Franchising Executive

For the first eighteen years of his professional career,
‘Mr. Mack was associated with hig father,; Cornelius McGillicuddy
(Connie Mack) in the operation of the Philadelphia Athletics. ‘American -
League Baseball Club. While with the A's he served as Treasurer and
Director devoting a.major: portion of his: time to concessions and .
public services.  In 1951, Mr. Mack moved. to Fort Myers, Florida,.‘%a‘;
where he owned and operated a small fleet of shrimp boats. In 1956,
he obtained a Real Estate Brokers License and subsequently became ..
associated with Gulf American Corporation in 1958.: For a period of:
eleven years, Mr. Mack was Senior Vice President of this company.
During this time Gulf American undertook and succeeded in the develop-
ment of numerous Florida projects, including Cape Coral, Golden Gate
Estates, Remuda Ranch Estates, and River Ranch Acres. Mr. Mack
resigned from his position with Gulf American in early 1969 and became ;
associated with Coaxial early in 19700

Frank N:. Merklein - Programming Exeéutive

Frank Merklein came to the Company from a long and dis-
tinguished career in television, video tape development, and
CATV. He has served in creative and management capacities
with NBC; the Television Bureau of Advertising; Time, Inc. and
CBS. He also was a successful consultant in the CATV industry, ,
~ and has performed special assignments for the U. S. State Depart-
ment and other governmental agencies. o '

‘David S. McVoy - Vice President of Research and Development

_ Mr. David S. McVoy is: Coaxial'’s Vice President of Research and
Development. At age ten, Mr. McVoy was the youngest amateur radio
operator in the country. During his high school years, he worked with
Yonsie University where he aided in the development of closed circuit.
television equipment for the University's non-commercial educational
FM radio station and the teaching ¢losed circuit system. Before
coming to Coaxial, Mr. McVoy was associated with Precision Indust-
rial Design, Newark, New Jersey; he also owned and operated his

own television and radio repair shop and his own master antenna
installation company in Gainesville, Florida. Mr. McVoy has been
with Coaxxal since 1968 '
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Abram E. Patlove - Vice President, Operations

Mr. Patlove joined the Company from his position as Executive.

Vice President of Goodson Todman Cablevision, Inc.. Formerly -
President of Athena Communications Corp., a Gulf & Western CATV . .
subsidiary, Mr. Patlove's 10 years in CATV has included executive
positions with some of the nation's major CATV construction and
system operation companies. A member of the Board of Directors of
the National Cable TV Association, and a writer on CATV topics,

Mr. Patlove las been responsible for the development of more than .
60 CATV systems throughout the country.

Michael McGillicuddy - General Counsel (In House)

Michael McGillicuddy generally assists the head of the
Company's Franchise Department, and provides legal counsel
to the Company in its construction activities. A graduate of the
University of Florida and of the University of Florida Law School
with high honors, before coming to Coaxial he was a law clerk »
to Warren L. Jones of the United States Court of Appeals for the
Fifth Circuit, and an associate with the law firm of shackleford,
Farrior, Stallings & Evans of Tampa, Florlda, where he special-
ized in corporate and tax law.

Fred R. Rutledge - Small Systems Operations Manager

Fred R. Rutledge has been employed in the CATV industry for
the past ten years. During this period he has been active in all phases
of CATV and Group Management. This experience includes acquisition,

franchising, financing, construction, training of personnel, and opera-

tion of systems. He served as Vice President and oPerational
' Manager or General Manager of 22 CATV systems.
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~ OPERATIONAL FRANCHISES

A. Coaxial Communications, Inc.

' Year Beginning Year  Year = Year Year Year December 31
City - Issued _ Date 1 20 3 0 _4 57 __ 1970

Alachua, Fla. 1968 1969 270 -- 0 -= == == . 334 .
High Springs, Fla. 1968 1969 = 370 - iee L e= - - © 425
Branford, Fla. 1968 1969 = 175 -~ -—- == -= 200
Chiefland, Fla. . ‘1968 ~ 1969 - 250 . & == _— L mmea o275
Chipley, Fla. 1970 1970 - - - - -- . 400
Cross City, Fla: 1968 1969 = 405 1. .== == == -~ == 500
DeFuniak Springs, . o R ; , B - N
Fla. ‘ 11968 1969 360 == == et ee 42500
Florala, Ala. - 1969 1970 - Lo - Ce- - . 300
Frostproof, Fla. - 1969 1970 = ‘== oi=s 00 ws R T 228
Jasper, Fla. 1968 1969 250 @ -~ -— == - 450
Lake Placid, Fla. 1968 1970 == == - _— - 320
Lockhart, Ala. ' 1970 = 1970 = -~ = == - - - 80
Madison, Fla. 1970 1970 - e -— == - - 360
Micanopy, Fla. 1968 1968 - 100 110 == = == - 120
Quitman, Ga. ‘ 1970 1970 = -- Cme T em e - 400
Samson, Ala. . 1969 1970 e = e e e 220
Wauchula, Fla. 1969 (1970 =m0 e ee e - - 375

B. Walsh Group of CATV systems

.. Year Beginning Year = Year ~ Year Year Year December 31
City . ‘Issued _Date = 1» 2. _3 4 5 1970 -

Montreal 1965 1966 20,000 - 40,000 61,000 80,000 ' =-- . - 85,000
Port Coquitlam ~ - 1964 = 1965 2,000 4,200 5,400 8,800 11,000 ~ 15,600
Quebec City 1964 - 1965 . 1,000 3,000 4,500 8,000 13,000 18,600 .
Toronto .. 1967 1968 500 11,000 - -- -- == 34,000
Vancouver , 1958 1958 1,000 3,000 8,000 11,000 13,000 124,000
Victoria =~~~ 1960 1961 1,000 5,000 5,000 11,000 22,500 43,500
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'FRANCHISES UNDER CONSTRUCTION

City ' / L ' Date Issued o o V’Egﬁéhtial Subscribers

Blountstown, Florida “: }7' :f;' Decémbét;*196j ”‘fﬁifaﬂlljf St 900
Chattahoochee, Florida~,A, o z‘f; Octcbér,‘l97dprffgvv ;ﬁfv:-gil,BOO ;

Columbus, Ohio ' April, 1970 . . . 200,000

Franklin County, Ohio F S iu#é; i§70 f_f: 50,000
Hartfd:d;iAlabama'g;»u"ﬁl ‘l'f} L,ﬁDécemh6?1“l970.-‘}v;3~3"" f!§‘1,Q00 }3
Hillsborough County;,Floridé_.T' - 'E‘Apri1; l970:if”Q*V;}» ’ffﬁiB0,060~

Slocomb, Alabama . September, 1969 ., 0900

UNDEVELOPED FRANCHISES - MAJOR MARKETS
 Citg ' "_ " pate Issued ‘ ‘:""  }vf‘ _vPogu1ationv
Grove City, Ohio .. . December, 1970 . = /13,000
Miami Springs, Florida [»7f”NoVember;’1976f  ;3}_i7Q ”i17f13,O0o

Upper Arlington, 0hi§ 1 ‘; o f”fftﬁovémﬁenQiigjbgfb‘. ' ;38,000

Whitehall, ohic . December, 1970 25,000
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STATE REGULATION of CATV
in/

NEW JERSEY

Prepared by: -
Dennis J. McGillicuddy
April 20, 1971
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Good morning, gentlemen.
My name is Dennis McGillicuddy, Vice President of Coaxial
Communications, Inc., P. O. Drawer K, Sarasota, Florida. I appreciate

this opportunity to appear before you to set forth my views on the subject

-4)

matter of this hearing, namely, State Regulation of CATV. The issues
involved in the question of whether the State ovaew.]ersey should adopt a
regulatory scheme coverihg CATV are corﬁple_x; the implicatiohs arising
from thé resolution of this question are,enormc;us’. And vet, for the most
part, the importance. of the mafter is igno_red,-as é{}idenced by the reluc-
tance of those who might bé regulafed to.come before this committee.

So that there is no ambiguity in my position, let me séy thét'I do
not think that state regulation of CATV, at this timé, is either neces’,savry
or desirable. I trust that my remarks will convince you that this opinion
is sound. In preparing my remarks, I have attempted not only‘to be per-
suasive, but also to be informative soith’at you may get as fair a presen-
tation of the issues as is possible from one who has already made up
his mind about the matter.

At the present time, CATV operators are regulated by local governing
bodies, through ffanchise ordinances or cohtracts, and by the F_»ederal Com-

'munications Commission, through duly adapted rules and regulations. With

€

the exception of five states: Connecticutt, Nevada, Rhode Island, Vermont,
and Hawaii, no specific state regulation has been imposed on the CATV industry,

although the question is occupying the time of more and more legislative
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committees each year. Because of the foregoing fact, a general understand- ‘
ing of the nature of existing regulation, both local and federal, is desirable.

Let us first consider local regulation which generally is contained in
franchise ordinances. As I am sure you can realize, local regulation has al-
most as many ‘variat:ions as théré ai"e local gdvefning bodies to enéct such
regulatibn; or_ﬁ the other hand, after twenty year“s‘ ofv fraﬁchising history, loéél |
CATV ordinanceé now being considered throughout the couﬁtry have some com-
mon threads that are relevant to our discussions.

Originally, the basic purpose of a municipal ordinance on CATV was
to authorize an operator to occudy public rights-of-way for the purpose of
conétructing, operating and maintaining a  CATV system.. From this basic
purpoée, a number of éreas of regulétory coﬁcern flowed, leading to provi—
sions relating to the physical occupancé éf the rivght—of—way, requirements
for approyal of consltructic_m plans, the right to trim trees, tﬁe obligation to
relocate an i’nstallati:on‘ if a Street grade is chahged, insurance and bénding
requirerﬁents and the like.

Gradually, ordinances were being adopted that went beyond this basic
pu'rp’ose; regulation of rates, or at least some control over rates, was retained
by the goveming body; also, some broad technical standards for fhe 'ope'rati’on.
of the CATV system bégan to be in:'clud..ed in fhe CATV ofdinanée .’ T}‘.iese two
areas of concern were the first indications of the "awareness" that CATV might

-be more than just a private business enterprise but in fact was also a mattebr of

public interest. This awareness has blossomed to the point that the implications

31



-3

of the capacity of a CATV system to disseminate information are being
accounted for in requirements for the dedication of channel space for

public use.

As part‘of the material I wish to submit‘along with ﬁyvoral testi-
mony, I havé é'"model ordinénce”'that my company uses in its applications‘
for the right to operate-invgiven locale. It is much too loang to read in
its entirety today, but I w0uld, in light of my previous remarks,vpoint
out some of the provisions. |

Section 3 of our ordinance confains the authorization for us ©o
occupy the public rights-of-way. You will'note that our franchise cails
for a nonexclusive grant. While as a businessman, I would certainly prefef
an exclusive franchise,‘I cannot in‘good conséiénce jusﬁify excluéivity.
There has been some unfortunate history in our business involving the
acquisition of afranchise with nb intention of building the system, or less
than satisfacfory comp%iance with installation requirements. When this
occuré, an exclusive franchise éan tié the hands of the municipality be-
cause only through court action is a franchise going to be lifted.
Naﬁurally, substantial time periods generally elapse before the issue is
resolved. The award of a "non-exclusive" franchise avoids such a situation.
The municipality is frée’té issue such additional franchises as circum-

stances might warrant without fear of protracted litigation.
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I can assure ybu th_a,‘t,‘.ezc.:lusliye rights to a lpart_icu_lar“ar(ea are ‘not necessary for
a stable operation. | Proof of thls is _eviden¢ed vby the n_umbelj of non-exclusive
franchis'es as opposed ‘t:o_ ex_ql‘usi‘ve\ vfranvchi'ses now:being is sged and ac_:c;epted‘
by CATV companies. I gﬁe}nerali‘y‘ rec_omm}end,', however, that a municipaiity;’ )
depending upon its size, li__mit itys franchis‘evs’ to one, and in sqme‘instances,
two or three companies, initvia‘lly_. If satisfactgr_y,progre,ss in the installation
of the system is not being r__nade, then additional fr,ar‘x_chises‘ can be issuec__i_ to
stir competition.

. Section 5 and 6 contain prfovisions for liability insurance, bonding and
;pecific ;:ondifions for street‘occupancy. I‘hes_e proyisions are\fai;ly standard
in all CATV ordinances. Section 8”deals with servicev sv_tandal"ds, that is, tech-
nical requirements for system performance. As I will discuss later, these
provisions wixll most likély bev superseded by federally imposed technical standards.

Section 10 deals With rate re.gula“tio‘rvl. This is an area where I personally

belie";ze t};at minimum»re‘gulation shoﬁld ube exercised. CATV service, at least
for the present and immediate vfutur}e, is not a necéssity, but an optional service
not requiréd for what oné might call an accepfablé level of cfeatﬁre comfort or
intel‘lect_ual enj o}y’ment. Thé delivery of commercial téle‘:vision sivgnals as a
source of ehtertéimﬁent héé been fhe fcrad-iti.onal éer&ice of CATV. But its excit-
ing future lies in pl;zying a mﬁcAh broader role in comimunicati.ovns. ‘ In the‘commercial ,
aspec£s of this broéder .rol‘e, all of whi;:h aré juét in déive].opumentél stage (I'm
referring to fire aﬁa buglar alarmvprotection‘, ._shopping and ‘banking by télevision,
pay TV alixd compu;eér t§ hofﬁé };ooku:ps; t.o‘ name a féw) , pbremature ‘rate reguvlation
will inﬁibif the very de;}el‘opment o% these‘eAx_citivng ﬁses :of t'ﬁev coaxial distribu-
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tion system. The market place must initially degide the price of a particular
servicé. Then, after experience provides some basis for eXefcising judgment,
the Question of exte‘n'sive rate regulatidn can be co‘n‘si'dered.‘

Section 11 of our franchié'e Calls. fpr an annual paymen‘p to the munici-
pality based up‘on.a percentage of grOss'reVenﬁes.- In my vicw, this pa’ymen‘c'
should be viewed as co‘nside‘ra‘tioh for the grant to occupy bthé rights—vof-Way '
controlled by the mu“nicipalities and not’asb a’v tax,'an'd shoﬁld therefore, be
set at a level cohsistént with this concept. Blut cities do not very often look
‘at it in this light; they see CATV primarily a_sv‘afréve'r’lue source a'nd'cdnsequentl'y,
the a'mou’nt to be ‘paid by the opérator is the prirr{e _COn,qern ‘in the award. When
this occurs, the capability to build and “’operate'a' quality system becomes
secondary, with di'sépiooinfing results when the time corﬁes'fpr performance under

the terms of the award.

| Sec | cin 12 declS with the "publlﬁ"uses of ;the"CATV sysvtem. It prpvides ‘
fof one chaf‘mel for usé by the municipality, ione channel for the ‘schools, free
serviée fo all cify office buildihgs énd school bﬁ:ildings, in:terc'om.'i:ection‘ of the‘
schoolé for educatioriél progfafnmipé, pﬁblip emérgénc‘y bfdadpast capabilities,
the reserv,ation.of six megapycleS of:ban»d\‘/vi'd_th pn fhe éysfém for two-way voicé
and data ‘transmissions for city 'use', a.nd the reqplir‘emen‘t that a l<v>c'alr studio be
mamtamed for communlty programmmg As I mentloned earller the public uses
to which a CATV system can be put are now bbel“ng recogmzed 1p CATV ordmances.
As long as there is : a proper balance, I am_.veryl much inv favor of this . |

I will pow turh tp a b'rievf 'discussion of fhé afeas‘ of regulatofy concern
to the Federal Co‘mmurvl‘.ic.at’ion‘s Comrﬁiésion. Untll vefy recently.) the FCC looked

34

@

)



at CATV with its regﬁlatory :.eye‘ frém‘vcmly or1é bers:péc‘:tiAvev, the irnpact on off-
the-air telerfiéi’oin ‘krnr‘oad.cailé"vcerv.‘ li“hus-,.‘the prlme érea bf reguiartbry concern has been
been whar television ‘signalis can bé r:arrieri' by a CATV system. }iegu‘la‘tions
presently in efféét limi:t a CATV sys‘rér’r‘l ".Qlioera't»iing.iﬁ» thé nation's top 100 tele—
vision market‘s, ﬂvtvhé:rei the bulk of“th‘e bopulation noﬁv resides*, to thebcarribagev

of broadcast ‘stat‘i‘ons: oberating onl-ﬁr ir1 that‘m’arket,‘ e\reh though ‘i.tv ié technically
feasible to carry television signals -frorh s‘;’ationsvin other cities; The importa-
tion of distant signals is vsti‘ll ai‘burn.ing ‘-issue'before the FCC, with the latest
proposal being ro allorv rhe' importation of up to four indeben&ent, non-network
affiliated starions irlto thé top 100 markets. Thé reason thatvthe question of
importation is still iﬁ the forefrorl’r is that the paésive relayiﬁg Of., commercial
television broa.dcas.t staric;rls is ;cstill the primary fare offered by CATV operators.
This is graduélly él:qanging-, as evidenced. by what my company arrd Cablenet
International and Mr. Pauley ére dding in fhe érrea_of clos‘ed—circvuitﬂ progrémming.
As the broadér role of CATV has become apparent, the PCQ has started to take
notice. A recent ruvling.‘ requires all cabié operators withl over 3500 subscribers
to do "loca'l'origirvmatiﬂon'v‘, that_is produce pro:gr‘ams-at the local ievel. More
recently, the‘FC.)C initiated proceedinés and held hearinés on, among other
things, proposed téchﬁicai standards and Pédéral—State-Lor:al relations in

CATV regublation‘. In its Notice of Proposed Rule Making on ‘this latter subjecrt,

the FCC said:

"There appear tofbe three main approaches to the Federal-local
relationship:
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(i) Federal licensing of all CATV systems. Obvicisly,

for this approach to be effective, cénsideréblé resources would

have tovbe.made available io this agency
(ii) Federal :regx:,llé"cibns, ehfbrced .by Sect'ién 3i2(b)
proceedinés (see alsé Sections 4;01 (b), 502). Thi‘s w in éffec‘t
" the apbrcsach v&ﬁich’lwe"have: ]vovvee'n: follbWing. VI't-.is effe"c‘;i\vre

in many areas, but cléériy has limitations .‘ |

.(iii): .Pederal r-egulét‘i‘oﬁn’-s ofvs‘o}n.e' aspelc_t‘s‘, vwi;ch llocval
regulation of others, uﬁaer fe'deréi préscfiptioh bf staridé;fds
forzlocal regula’tbrs . Th:is apbp;o:avcvh vrecognizes-tha‘t althéugh
pfac'tical consiaerétions argue in-févof of lea\h/ivng iimpcjrta‘vnt.»

aspects of cable regulation to State and local government,

cable is nonetheless an 'inte‘gr’al part of the inter-State movement

of electronic 'COmmunica“.cio‘rﬁs'. Uﬁited States v Southgls/;estern |

| Cable Co., 392 US 157 (1968) ‘In fh"e_se. circu;nStances,‘ it is (
appropri‘atevfor this agehc‘yit‘o e.stabl-‘ish unifox;m §r jrr;inimufn
staﬁdards to wﬁibhl‘locél-act'ion-s mu‘s-t'c.onfoirm‘.. For example, the
Corr‘xmissibon is bprofn‘otingvcarlb:-\ie originéfion >C1é‘a'r'l*‘ys, the cable
operator shoulcyi‘ be éne‘ of good chéréctér, Whobllisj: sér\/;ing eqﬁitably
the afeas iri(-his'bcbzommunity,; or vthe origi‘r.laAtizo.n reqUiremeﬁt 6f th‘is',v
agency will gbe underminéd £o a gféét d'egree .: If folibWs, as we
stated in para. 22 of thé" becember 13th notice, that .the local

entity should focus on these matters (e.g., the legal, technical,
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-finan‘c}ial aridm c.halracteffqua.lif‘icvations ‘ot; jc'he.fl‘”ar.lchieﬂe applie
cant, the aur:ee.tc')‘be served, ‘the‘ehewillr»lg‘as toplans er ar- o
ra‘ngemenb’csm fer- pele iine "a.t-;teehrrvlents Q\lrithba.}peblieeti‘lityvor ‘
ar;aﬁgefneete with a}cemr‘n’o»n‘lvcarrief or ether epbreefiete | ”
feaeibility plans; the reasonableness of the rates te be
charged; the quality -of service and repair in specific areas,
etc .. Under this:a,ppr‘o-a‘ch , these matters would remain with
the local entity, but it would certify to this .a'gehcy', prior to
our authorizing the use:of-vbroadeaStjeignal.e as the base of
CATV operation, that it had c,ensidered them. Further, there
could bevs‘pecifications by this agency of a program of contin-
uing regulation by the local ent‘ity of such matters as rates,
repair .se;rvices, expansion‘timetable's. o
,It-appeers. to us that th'ie, third approac‘h‘ has consid~
erable merit, and we therefore request comment on what reg-
ulation or sta_ndara;s ;should be adopted: as -applicable to
local regulation. We recognize the need to consider the more
cofnprehensive (but less. frequently enchnter.ed) ‘State regula-
tory efforts in this field and shall cooperate fully with State

. .agencies." - .~

The issue of who-should assume control at the local level, the State or

the Municipality, was not discussed. This is what I would like to riow turn my

37



attention, inasmuch as m'vc'>st of what I _have sa_id.to this point has been more

in the nature of pr'cv_iding a ha:ckg/round}‘fo»rv th_e’ d1scussmn ef 's_tate recu'lat_ic'n. '
1 think that.'an‘y. asp'ect' of CATV -regl.;l-liatiOn-, regardless fr'orn what 's ource

the regnlation ari‘siesi, can be ciassiﬁe}vdnnder- cne ot ﬁt\he'f'o_ll'owwing areas of

regulatory concern: - -

1 Licensing of the operator, L
2. Rates' te bechargedfor the s.e.rvicje';v L
3 T‘echnbicaif‘qn_avlity‘of' 'the_ sz‘k's‘tem‘; B
4, Physmal instavlvlativo‘n-icf' ,.-th‘e system; |
5. "'Publ.'ic‘us_e and benfefit'ef'?the‘. sySt'ern; T

6. E C;ontent and eonrc_‘e_?‘o'f ,vinformat}i_o'n‘-.., S

dlstrlbutedon the System
Each of the above listed "areas_“ .of’regtila'tcry C'cnc_ern" are, :i"n‘mﬁy opinion,
lecitimate snbjeCts cf.regutationv. -"I‘he questlon is th'e' e,x-te}ntof such régulation
in each are-a and wh"ozibsv. best .VSuited to.¢a¢y 'eut -thereg‘t_ji.lat_ory:“fscherne ‘

| I think it is clear thatw1th re_Spec-t t"o'the"tec’:hn’icai‘aquality' of a"CATV‘
system a‘nd‘the content and source Cf 1nformatlondlstr1butedon th'e‘_ s‘yvstemb, )
the Pederal‘ Commu'nicatio‘ns-' -Cc‘vrnm'i‘ssioni has orw1ll _is-hOrtlypre*‘e‘mpt'regulat_ion -
in these a_r'ea,s. .- This, I thmk,ls -a'ppr‘opri_ate because bfoth invclve'imatte'rs' cf
national ‘c‘ommunicat'ions v i_aclicﬁ{'to the 'e‘x_te.n:t that: pre‘-e@ption lshbul’d occﬁr .
This is not to say that t.he-oth'er‘ areas of '_regul'a_tcry ’con'cern»dc*not involve -
national c'cmmu-nicatlf‘ons‘ypo}livicjy';_‘. th'es_.r"-dc;_»hut n'ot;tef‘the extent th"at pre-ernpti,on
should occur now. | N .
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I have ah;e‘abdy} expressed some of my v1ews about rate” regulewtion . :Rate
control‘isﬁgenel‘"eily fefained bythe :Ilvo.}ca"l ‘goverh-ipig body '-al‘thﬁgh this control
is nof exercised in the same rriafine‘r that a Public Service Comfnis_sion 'exerci‘ses
rate Centrol. There is no bcon.sviderat‘ion'ef fate base vovr' retum ;‘on ini/ested |
capital. Local ge\)errﬁments just 'd‘o‘n‘t‘ have the expertise to do this. Abnd',t
becaﬁse’ ‘CATV,‘ m .its ‘preserit' state of de'velo‘prﬁent‘,"‘ cannot be iogicaliy considered
in thei nature of a puﬁlic utility; extensive rafe‘reéllllation' is not appropriate.
The minimum regulation now being exerhcv:'ivsed"at ‘vche' local level is sufficient
for the present. When and if the tifne comes for utility-type rate regulation, I
believe 'thatbr”egﬁlat'ion at the state’ level would be best because municipalities
cannot p'os‘s'ib'ly' build up and 'r'na'intaih the expertise n.ec'e.s.sary for fair end
effective regulation.

Area of coneern 'number”él, physiyeall instélla"t'ion of the CATV s’ystem,
clearly f‘a‘ll‘sb within the c‘ompeten‘ce bf 'the loc'ai' gOVerning body,vand it should
because the system itse’lf” eceupies vpr'operty‘ managed b'y":tha‘t body. |

This leaves two areas: the li‘Censing "of‘ the CATV 'oper‘ator and the
public use ‘and benefit of the system. |

At the present time, the FCC dees‘ no_t' license CATV'operaters . | The
only licensiﬁg has come throﬁghvlocal'efdin'anceé, ‘with the eXcebtion, of course,f
inv those five states now .regulating'; CATV'.' in my view, l‘ice’nsi.ng:, that is, the
basic decision of who is or who is not gomg to eperate a CATV.system, should
remain at the local level. The operation of a CATV‘sjfstem Aivs”a"'loeal"' one.

Although in the future CATV systems are Qoing to be interconnected, such inter-
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connection will be limited to certain channel; and certain kinds of information.
One of the most prom_i_sing_f_eafﬁres ari's_ing_ out qf the full utilization of a CAIV
system is the capability to pro_vide an oﬁtlet fqr local expressién on an ec.oriqm—
ical basis. The FCC originally thought_that the develo,pme_nt‘of UHF television
would provide thié, but it ‘_cleaxflyvhais not. CA.TV can. Theréforbe, because
the impact of this feature is "local" in nature, .“th"e govérnving body most g].psely
effected by it should make the decisioh of th is going to oWn and operate a
- CATV system. Consequeritly, I do not thi_'nk lice“nsing’ at the state level
is appropriate.

The final area of regulatoryv concern isfpubli.c use and benefit of the
CATV system. r‘I‘his is an area that I»th_ink‘ all potential regulatbrs, the cities,
the state, and the FCC should closely study. I think, howe\}er, that the impact
of developing the use Qf CATV to get the maximum public benefit will éccur
the local level, with the state and nation affected indiréctly by cumulative
éffect of what occur‘s at the local level. Therefore, definitive regulation in
this area should be left to the local g‘overning“body.‘ The FCC's role in this
area should be only one of setting broad guidelines that are in_line with national
communications policies. The involvement of the FCC in this area ‘wi‘ll serve
the important function of educéting the loéal govérning body; If the State of New
Jersey is go_ing to get involved, this 1s Where I fhin_k the involvement should
occur. If you e‘stablish a means wherenb'y a continuing study and evaluation of
the potential public uses and benefits is undertaken, local governing bodies

would have a very significant source of information and advice. Obviously,
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such a study would require a full uh'der:standiﬁg'o:f#all thé aspects of cable

television, with the corollary benefit of keeping the legislature informed,

so that the adoption of some form of é_tate fegulation could be continually

evaluated in light of changing circumstances. This is the course of action

I recommend to you. You would set an e}'campl\e for the rest of the vcountry and

periorm a very valuable service to all the cities of your state.

For your further information, I am submitting the following materials:

1.

7.

Ceo.axia‘l Commuhications, Inc. Model Franchise
Text of FCC .thice‘s dfvabp’ose'd Rule"l\/[akirig ‘
wit};.rrespect to: } |

é.’) | Divsta‘mt; Signal 'Importétibbn

b.) Technical Standards

c.) Federal-State-Local Revlatiorishipb

NCTA Staif Memo concerning FCC Regulati'on

" Report to Governor Rockefeller on Proposed

CATV Legislation

Statement of Chairmain of Nevada Public Service

Commission on CATV Reg-ul'a“cion at State Levei

NCTA Pamphlei ‘on ‘CATV Régulation

"The Wired Nétion" - magazine article.

I appreciate the opportunity to appeaf before you. I hdpe I have been

of some help in your considerations. -
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. ORDINANCE NO.
AN ORDINANCE RELATING TO AND GRANTING A NON EXCLUSIVE
FRANCHISE TO COAXIAL COMMUNICATIONS OF

INC., TO CONSTRUCT, OPERATE AND MAINTAIN A COMMUNITY
' ANTENNA TELEVISION SYSTEM IN THE CITY OF

BE IT. ORDAINED by the Clty Counc11 of E
SectAlonwl . Short T1t1e,‘ Th1s Ordmance shall be knowh and may be
;cite_d as the Coaxial Com'mumcat.lonle of . i‘ o ) . | ‘Antenna‘
Television Franchiserr:‘dinange.»l | e B
Section 2. "‘Deﬁni‘tiOns.‘ For the ;IiIx‘p“oseS of th1s OrdIrIance, the
follewing ternms, phraseS‘, 'Wo‘rds.,-‘a‘rId deri’v;atio'ns” ‘s“he‘l.l.lrbla\‘rejlthe rﬂeening
given herein. When‘ not mcon.51ste‘nt wIth the corItext wSrds used in the
pfesent tense 1nclude the Iuture words in the plural number mclude the
elngular number, and words m_ thev smgul_a‘r‘n‘umber nglude the plural number. :
a. "State" is the‘State of , | . | |
b, "City" is tl‘Ie Cltyof ‘,
C. - "Cempar“}y"' 1s CO'a;{ial Com_mqr_}ice\t.iens of-
Inc., a-v-'. | ‘, \eer‘i)Eora‘.cIQn,“the" gréntee .'c“)f‘ the‘riéh-ts
under Ihi»s‘fr.abnch’-ise ordmance | B o |
‘_d. , "Pers.ori"'I isv‘an_y‘_ persoﬁ, .fibrm‘,“'__ ’pa‘rtr’;e‘;s‘hﬂip, aéso\_ciatior}, cqrporation,
company, er;org'anivzation_q_f any kmd. - R o
e._ f "’I_‘elevision" s}h‘:alyl. m‘eanba vs‘}’rs‘\tem“f'oxl' cerh;ﬁﬁnicatien of visual '
Images or».aud{i‘evsIgna.lls or bot}jl_;vis,g:;_al 1magesand atId_’Io signals

by means of electrical impulses.

T S R B R T R T R S GV PR SR R S SRR
IR L A AN RIS SRR T W G BT R BN B P

f. = "Radio" shall mean a system for communications of audio signals

by means of electrical impulses.
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: g. " G’o‘inmun"ity : Aﬁtehna"'_TeI“ew s*iio"ni SYS»tem'“ , iher_einafter: r_,ef"e‘rred‘ to
E -as :;'CA"I"V;J':‘Svysff'cé?m""‘;'and!:“?{':Siy?s_tem“j, ’:iméans"-'a* SySt-em of.tl’.ines, -‘ L
B fixtures', eqtiiipm?ent;’_fattachrnents,-'-l: ‘,con.verters' . 'terminall‘;equi;pment
andall a.ppurt'enances.thereto -which are'u‘sed:in'the;»construction,: -
'“operation, and/or mamtenance of a system for the reception;
; amplrﬁcatlon and distrlbution of audro television electrrcal
electronic,ior radro'srgnals_; o
~h, | ';'P'ub'licly BrOadca'st‘Tejlevisio'n and -Rad’io Signals»" means those
: '.'signals':transmritt_ed-vovcerv“the ai‘rby PCC licensed- comm‘ércial and
edu‘v‘cationaly s’tations Which stdnals ar'e,‘gen_erall:y available to the

o 'puhlic_;

A

a ‘Section“3"‘.~ Grant Of-"Authority . There is hereby granted by the Clty to

‘ the Company the non- excluswe right and prlvilege to construct rect, .operate, .

and maintain-'inf, upon, :a-long, across, above,‘.,.over and under, the streets, alleys,

publ‘ic‘Ways and publi¢ places, now laid out or de‘dica’ted and all extensions "
.thereof and additions thereto in ‘_the‘jCity:,»w;ires', poles, cables, under-—.&

-~ ground .COnduits‘,‘ conductors ”v"andjvfi:xtures; necessary for the maintenance

and operation in the City of a community antenna television system -

for the reception andjdistribution of television sig'nals' and energy, 'frequ'en_cy” 3

modulated radio signals, and commercial and non-comne rcial visual and aural

,signals‘which are not'OtherWise"herein ‘prohibited. The C‘-ompany shall have the
right in the op’eratioh of the system to make attachments to City-owned property :
~ at such'rates and upon such terms-and conditions as shall from time to time be

_determ.ined by .th'e governing ‘bo‘dy;.' The,.frights ,h‘ere-in”gra'ntedv shall*ext‘end to any '

area annexed to the City and the: Company' shall be bound by the same rules and

| ’regulations as to such area as are otherwise herem or hereafter provided




. The Co'mpany'- s_hallz_;have xt:he_grightt to! enter mtoagreementsforthe
,attavchment .onto and ‘use"'of faCilitieS‘. ovyn-.edv and.;o’perat"edﬂ. by pubhc utilities
operatmg within the Clty, the Company shall- strlctly comply w1th the terms .
'prov151ons and restrlctlons of sald agreements and coples of all agreements
made.-wi_th other pnblic utilittes;' operating -within.thec _Citygshall be pl_aced on

. file with the Ci_‘ty .(yllefrk'I s office upon th;eir execution.

‘~%’?'Section 4, Compliancle -v'vﬁit}h Laws A,,blReﬂgnlations, Ordinances, and.
Practices .’ ‘The Company sh,.all . at all ,t_i‘mes_ during the 1ife.icf this dPranchi}se
Ordt‘n‘ahce,l be subj"et:t to the 'lawful exercise of :th'e‘pozlic.e v.p__oyve’_r'. by the City
and to suchlreasonabler-'egulat'ion' not incon,s.isvtent _;her»ewith' as the City shall
-hereafter by Resolutlon or Ordmance prov1de. The Constructlon operatlon
a_nd‘ maintenance 'fof:the:sy_ste'm by the _Company«sjhall;be in .accord with good
engineering practices and'shall--.be,_ in ft‘rl-l co’r‘npltiance w1th the‘Na‘tional
"~ Electrical Code and ‘appl’_icable lawfs, .regulatio'ns __a'nd ordin.ances,,and as from- .

time to time as such are amended and revised.

: .Sec_t-ion 5. Company'Liability- and Indemnification., :

a. '..L;i,abili_ty Goverag_e‘_. .T'h'e; Compainy s_hal_l save the City halﬁmless..from

all loss su,s.tain.ed.by,,the_C'i_ty,onaccou.rit'. o,_f,.a.nyv su1t, ‘,ju,dg.ment,. bexecut"ion,'

. claim,.,or d‘emand- whatsoever%arisi:ng out‘.of the negligence ;ot the.Company o
in the construction;, ‘operatlon and mamtenance of the system. The Company

’ agrees to ma1nta1n land keepv m full force and effect at all tlmes durmg the term
K of this Pranchlse Ordmance sufflclent property damage‘ and pubhc 11ab111ty
1nsurance coverage to protect the Clty and the Company agamst any such
‘clalms, suits; Judgment executlons or demands in a- sum not less than

"$100.:000--,00 per person.in any _On_e',claim»,;fSSOO;,}OEQQ_,.' OOA_,,jﬂa's‘tof'any' one accident
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or occurrence, and not less than $100,000.00 for property damage‘as to any

one accident or occurrence, -

b. Workmen's Compensation Coverage. The Company shall also main-
tain in full force and effect throughout the duration of this Franchise Ordinance
sufficient workmen's compensation insurance coverage to adequately:and fully

protect its agents‘ and employees as required by law,

¢. Permanent Payment and Performance Guarantee. The Company shall

furnish a bond to the City i"n’the 'sum of $ ' .~ which shall remain in

full force énd effect throughout the term of t/l;lis Franchise -Ordinance to guarantee
the payment of all sums which may become due to the City for rentals, inspec-
tions, or work performed for the benefit of the Company under this Franchise
O;’dinance by any of its provisions, and-such boﬁd shall guarantee‘ to the City

the performance by the Company of all the provisions of this Franchise Ordinance

and all laws, rules and regulations herein premitted'to be adopted and enforced.

d. dualified Insurance and Bonding Companies. All insurance policies
and bonds as are required of the Company in this Franchise Ordinance shall bé
written by a company or companies authorized and qualified to do business in
the State., Certificates of all coverage required shall be promptly filed by the
Company with the City.

Section‘ 6. ‘Conditions on Street Occupancy and System Construction.

a. Use. Ail transmission and distribution structures, lines and equip-
ment erected by the Company within.-the City shall be so located as to cause
minimum interference With the proper use of streets, alleys, and other public
ways and places and to cause minimum interference with the rights or reason-
able convenience of property owners who ddjoin any of said streets, alleys,

or other public ways and places.
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! b. Restoration, - In case of any disturbance of pavement, . s.idewalks,
driveways, or other surfacing, the Company shall, at its own expense and in
a manner approved by the City, replace and restore such places bso disturbed
in as good condition as before said work was commenced. .

c¢. Relocation. In the event that at any time during the period of this
) P;ranchise Ordinahce the City shall lawfully elect to alter or change the grade
of any street, alley, or other public way, the Company, upon reasonable notice
by the City shall remove, relay, and relocate its equipment at its own expense.,

d. Placement of Fixtures. The Company shall not place any fixtures or

equipment where the same will interfere with gas, electric, telephone or water
lines, fixtures; and equipment, and the location byb the Company of its lines
and equipment shall be in such manner as to not 'interfere with the usual

travel on said streets, alleys, and public ways and the use of tvhe same by .

gas, electric, telephone, and water lines and equipment.

e, Temporary Removal of Wires for_Buildi}ng Moving. The Company shall
on the request of the City, temporarily raise or lower its wires to permit the

moving of buildings., -

f.. No Property Right. Nothing in this Franchise Ordinance shall grant to
the Compapy any right to property in City-owned property, nor svhall the City be
" compelled to maintain any of its property any longer than, or in any fashion other
than in the City's iudgment its own business or needs may require,

g. Permits, Easements, and Agreements. The City shall not be required'

to assume any responsibility for the securing of any rights-of-way or easements,

nor shall the City be responsible for securing any permits or agreements with

other persons or utilities.,. SR
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Section 7. ‘Submission ‘of Cofistruction Plans — Correction of Defects.,

Except for individual s.ervice‘drops, the Company shall not erect any pole,

run a'ny line, ma“‘kfe. any attachment",* nor shall any .con’structib,n of any kind be
commenced without prior submission of plans to the City, and the City shall

have and maintain the right to inspect the construction, operation, and maintenance
A of the system by the Company to irisure the proper performance of the terms of this
Franchise Ordinance. In ’the event the Comﬁany should violate any of the terms
of this Franchise Ordinance or any of the rulles-‘and regulations as.may be from
time to tirﬂe lawfully adopted, the City shall immediately give the Company
ninety (90) days written notice to correct such violatidn, and in the event the
Company does hot make such co'_rr'ection 'xLNithin ninefy (90) days from the receipt
of such written‘.riotice, the City may make such correction itself and charge the

cost of same to the Company.

- Section 8. Service Standards.

a. - The Company shall maintaih and operate the system so that there
will be absolutely no interference with television reception, fadio reception,
telephone communications 61“ other installations which are now or may hereafter
be installed -‘and in use by the City or any persons in the City, and in such a
manner -as to prevent rédiation from its facilities in excess of the limits specified
in applicable.rules and regulations of the Federal Communications Commis s'io.n.
b. The Corﬁpany. 'shall take all necessary steps so that the system shall
maintain at all times:
1) Use of all band equipment capable of passing the entire VHF
television and FM radio spectrum,
2) . Equipment that passes standard color television signals without
~degradation:and with no appreciable effect -on color fidelity and intelligence.
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3) A minimum “levelr_‘of"l_»v,Q,QO'_micro#;volts at? the input terminals
of each TV re‘ceiver on the line.,s ’ |
4) A svsteml and all equipment designed and rated for 24-hour .
perv‘day continuous}operatio‘no =
5) A signal—to—noise ratio of not le‘ss than‘ ‘forty‘—_three decibel's_.
6) Atelevisioh signal with a hum modulation less than three percent.
. 7) Components having voltage standing’ vvave vratio of l’.4 or less. ..
8) An inter—'modulation diStOrtion _not to exceed m,inus.vforty—six
dte_cibels .
| 9) A plot of gain verSus frequency across anyfsmmegacycle-channel‘
~of a flat plus or minus‘- one decibel. ' |
: c - The Company shalliprovi‘de_and keep accurately;calibrated test
equipment on hand in the “s‘ervice area at all times for zthe te’sting.of all ‘Servi‘ce
and operational standards outlined in'this ordinance and shall"conduct these
tests as reasonably requested hy the Citv under the superv151on of a‘ City
,representative‘, in order to establish the level of periormance‘ of the system,

Section 9. C‘ompany’Rules.' ' The,Company shall have the autho‘rity tov

promulgate such rules; regulations terms and conditions governmg the conduct
of 1ts busmess as shall be reasonably necessary to- enable the Companv to
exercise its right's and to perform 1ts obligations 'under_ this Pranchise Ordinance
and to assure. an uninterr_upted.service to‘eachszand "-all 1ts customers; provided
.however, that such rules, regulations terms and conditions Hshallnot be in

‘ conflict with the prov151ons hereof

Sectionf'lO. Charges of the Company for Service. : The Company is

‘_authorized to charge and collect mstallation and service and equipment fees from .

~oron behalf of the persons to whom 1t prov1des its services. Charges in respect
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of service to any property may: be: citou'e:cted‘sby.th‘e‘ company either from the
owner or from any occupant of such property. The fees charged b? the company
shall not, in respect of the tr'an'Smissio'n of x;ublicly ‘broadcast television and - -
radio signals, exceed the following:

a. - An‘installation fee of $10.00 for one outlet and $5.00 for each

additional outlet éimultanéously installed in the same unit, subject to increases:

as herein provided below;

b. A monthly se‘rviicefee'of $5.00 for one ou‘tiet and $1.00 for each
additional ‘outlet’ installed in the same unit, subject to increases as herein
below provided;

c. Commencing after-the' third year from t;he‘eff,eictivel date hereof the
Company may increase the rates provided for in-baragr-aphs "a" and "b" above :
by an amount equal to the pefcentage increase in the cost of livirig as reflected
by the Cons;umer Price Index for Ser\}icés Excluding Rent as published by the
United States Department of Labor, Bureau of Labor Statistics, m thé Monthly
Labor Review. In determining such »increases_-, if any,v the -mést cur'rent index
issued as of the effective dat_e of this Obrdinance shall be used as a base; in the
event that such index is not so prepared or published in the future, a-comparable
index shall be utilized in determining said increase; and, said percentagfe
increase determination shé-ll take info account any and all chéngeé in the base
year or in the manri'er in which such index is pfeparedg The Company shall -
notvcvharge higher rates for this.service than allowed by paragraph "a", "b"
and "c" unless specifically authorized to do so by the City."

Section 11. - Payment to the.v,City,-. PR

a. Gross Revenue Tax. During the term of this Franchise Ordinance

the Com_pany shall pay to.the City a tax on its gross service revenues in an
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amount which, when added to "the;am'ount of all other taxés-, ‘licenses, fees,»

or-im‘posit'ions levied.”or.jimpos’ed-‘by th.e'.Ci_'ty; u'poni.the Company or upon its

- property, income, or operations, equals .= % of 'such revenues., For purposes -

- of this Section, gross seryice revenues shall 'meavn the gross amount of regular.
recurrmg serv1ce charges actually pa1d to the Company by its customers m
) 'the Clty. v

b. ‘Manner of Payment - Records. = All payments 'required under this:

Section shall be made annually vo‘na cale_ndar‘ye-ar*bas'is.and shall be‘due

within :,sixty (60) ~days of the cl_ose of the pr‘ece_dl'ng annual'vperftod .:‘ 'Bhe_Company
shall keep an annual record, ‘av'ailable for‘ audit by the‘ C1ty for thrfee‘(3).‘years
after the close.of the p‘eriod coyering .“the 'annual record;vvwhich annual record
shallv‘set 'forth’the date of receipt and the amou-nt.of (gross reyenues derived from’v
customer service fees. . |

Section 12, Service to ’City;. :

S a. \'The Company, at its own'expe‘nSe, 'shall ‘provide and mainta‘i‘n one’:
connection to each City offlce ‘buildincy 'police ;stati‘on',.‘f{ire sta~tion, hospital,
library, and school Withln the corporate limits of the City;’provided that the
Company shall not be responmble for prov1d1ng the d1str1but10n system Wlthln
' any of”such places.‘ Further, no monthly customer serv1ce fee shall be charged
for service to such places. Such connectmns shall'be prov1ded at such t1me as
the Company s system is actually serv1ng the ‘area where such places are located

| b. (i) - The - Company shall prov1de w1thout charge one separate channel
for use by the C1ty for such purposes as the Clty may des1re for d1str1but10n of
'pro‘grammmg in the publ1c mterest to subs.cr,_ibers_of the ‘system;
- v(ii). ‘ Th.e 'C’ompany shall provide‘Without Ch‘arge one separate ‘channe1~.
for use by the schools in the City, ‘subject tosuch rules and treculations as the
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C1ty may adopt and

(iii) The Company shall 1nterconnect all pubhc and prlvate schools
v_withinj the City m.a:king',., pos sible ,t.wo;.—”‘way ::co‘mmunlcat‘ion between ,schoolfs | and "
‘,a centralbpr‘ogrammlng.'loc.ationﬁ. o ' |

It is prov1ded however that the Company may utlllze for 1ts owh 'pro—?v'f"
. grarnmmg any t1me not used on these channels by the aforementloned bodle”‘. R
T'heu Cithat ;i»ts,, djis creti’_on"m‘ay., a‘ppoin_t‘ a Televi:sfion ‘GCIO,Qrdin“ator. :or v,C_;ommitte’e
to act as liaisoni.:Wi.th ,ihe 'C'o,rnpany‘:':for?thé .pqrposes'of.util.li_»zing the channelf-a; |
hours‘ mad_e 'av_ai’lahle to the afogeyr‘ne:ntioned:b‘od‘i'es;and for the pu_rpo_s_es of“'@local v

c'.v ~ The Company shall prov1de w1thout charge and subJect to the Rules
'and Regulatlons of the Federal Commumcatlons Commtssmn publlc emergency -
broadcast capab111t1es yvhereby the C1ty can 1nterrupt serv1ce on all channels o
rmv order to make such publlc emergency broadcast | |

| 'dv..,ﬂ-.; The Company, Ewithout chargeﬂ:, shaklll_‘_re_s_erve six -megacycl_es vo:f_band- ;
width on the sys_tem for use-_by_.the‘iCJ»lty_f‘o’rvtvyo._iway.\_(olce _vand“ »d:ata. transmissi’ons,
and othe,r,.‘narroy(r vhand,‘servic'es.';asith'e‘.C,:i'tyf‘;deems 'apprvop,l__”.iate'.' -

' e'.. . l’or;lo‘cal:_ p'ro‘gramrnin'_g -th‘e__‘Cv“;‘ompany‘,‘ at its own expenfse , sh‘all
evstabliSh and mai'ntain a telev1 smn stud1o w1th ;t'elecastin‘g} -ca__m_era; equipme‘nt B
‘wit.h yide‘o'itape recordmg 'vfa-ci‘litiejs, andmthvehmlesandeqmpm ent for _rernote .

telecasting.

o Section'13.* Commencement.of Service; TheCompany Shall commence,
. serv1ce to customers w1th1n twenty-four (24) months after the effectlve date

. of this . Franchlse Ordmance.

SectiOn ,1‘4. ” Transfer P_rofh'ib.it'e'_d The Company shall not sell or transfer '
1ts plant or system or any portion thereof nor any raght t1tle or mterest in
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the same, nor shall the Company transfer any rtghts under thls Franchlse

Ordmance to any other person w1thout prlor approval ‘of the City;- prov1ded

‘however, that approval shall not be requlred 1f such sale a531gnment or

transfer be made to any-party_which is owned o_ry contrOlléd by the Company:,for .

' any-party vvhrich oWn‘e or '.c_ontrole the Company‘. o o
s‘eétiahjfs, . -,:'Penalties"t” Should .t“he : Co'mpany, 1tssuccessors or as sig‘ns ,’.-.

vi,ola_,te;’ "any‘- of the p‘rovi,sioné'j of thls FranchlseOrdmance 'or '".any reasonable ’rufes '

~and ré&f'ul‘auans or other'iavvs .or‘s-houl‘fd‘the:C“o'mf'pany'failrto 'prOmptly‘perform o

-any. of the prov1.51ons hereof all r1ghts Vhereln granted to the‘ Company shall

at the optlon of the C1ty, be forfeited and termmated after wrltten notlce to the

Company and continuatlon of such v1olat10n fallure or default for a per1od of

" more than nlnety (90) days.‘ In the event the Company is ad]udged bankrupt all.

r1ghts herein granted to the Company shall at the optlon of the Clty, be forfelted

: and termmated

' ‘Section 16. ‘~~.N'ew "’Devezlopm‘e‘nts. | Tt shall be the ‘pohcy of the C1ty llberally
"to amend th1s Franch1se Ord1nance upon appllcatlon of the Company when
'-nece.ssary to enable kthe grantee to take advantage of any development 1n the
f1e1d of transmlssmn of telev131on, radlo 51gnals and cable telev151on Wthh
w1ll afford it an opportumty more effectlvely, eff1c1ently, comprehenswely or-
economlcally to serve 1ts customerS, provfded. hovvever that thls Sectton‘»shall
o not be construed to requlre the Clty to make any amendment }

- Sectlon 17-. Separablhty. In the event any sectlon or part of thlS

‘Franchlse Ordmance shall be held mvahd such 1nva11d1ty shall not affect the ’
‘remammg sectlons or portlons of thls Franch1se Ordmance. If'fthe’ te'rms' of this
| Franchlse Ordlnance should confhct with any laws or regulatlons now in effect

- or hereinafter adopted by the Pederal Communicatmns Comm1ss1on (or any other

- s
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governmental agency now existing or to be formed issuing i‘ules and regulations
affecting telecommunibc‘a‘tion‘s) the Stat;é.or.t]’-_;e;Un;ilted Statés G‘o,ver’nment‘, com-
pliance by the Company with such rules shall not cause a f‘orfei‘ture of this -

Franchise Ordinance.

Section 18.  Duration of Ffan'chisé"Ordinénce This Franchise Ordmance -
‘ éhall remain in*fqll fo'r:ce and éf}fe‘c-t*fo;.‘a pe'rivo,'o‘l ‘bf‘ thirty (30) years from, its
effe\cti\‘/e de{te'and“shal‘l‘”be’ _‘aufg'ﬁ‘ia'tiq’all? re\n"é%W:e‘d" f.or.‘Suzc’z_‘ceis's'iVe“ per’i'od% of ten:
(10) years, unless either th_el‘C[ify or thé ‘Comp‘,altifxy s>er'v‘es notice iﬁ wr1t1r;g to the.‘ -
ot};ef nbt le-.ss‘th‘a:n 51x (6) m‘o_nt:}is pri;)f";co the ‘c;o'nc‘:l'u_s_i‘onbpf the thvirty(%o__x). y‘e‘ar‘
period or prior tb fhe _co:;';clus‘ibn j“of aﬁyvéucéés siVe ten (10) "year ,.periqd}rlig_f;i"cs

~ desire to terminate ormédyifj‘y'thi‘s Fra‘nchis“e Ordi’néhcé; |

Section 19.  Repeal Conflicting Ordinances. All ordinances or parts of

~ordinances in conflict herewith “.‘a-rvév' to the evxfi_':ent_",of such conflict hereby repealed.

Section 20 . Acc;ep"ﬁaﬁcé by Company Upbn thé adc.>p"tio‘n and ‘ép‘proval ‘of
this Orcli.inance,‘ f.hé_b'Compan'y 's‘hafll- file w_ifchithe.C_i.t‘y Clerk ifs‘ Wfittén accépténCe
of the ferms, prov’is‘ion‘s and canditions. vcy>f‘ th1s Frandhise Qrdinaﬁce within»thirt}%_
(30) days ‘af’te‘lr_said( adopt}ién“b. v.ot'hlerwise‘, fhis F.ra‘nchis‘e »Ordiﬁancv:e_ shall be void
‘<‘3_ndA ofu no’effe;éj:, an’éj the frz;‘r‘lch.i‘se rights,. pri‘\iiil'éges' and'}autho:rit‘ie.s gi'ven‘ ‘thé’

- Company hereunder shall cease.

‘Séction{Zl.‘ ' _Effeétivé De:i.te.‘ ,This O_rdinaric_e shali‘ jia,ke_ effect a‘ndv‘be‘ in

full force ahd effeét from aﬁd'after its passage énd va‘pp_rov’al édCbrding- to law;‘

'PASSED THIS ____ day of __ .

APPROVED THIS day of _ e

- ATTEST: _ Mayorofthe City of
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Rep°**t No. 6.107~ ) ACTIO’\I IN DOCKET CASE | June 25 1970 - G

COV4~CTS IVVI ED. OV PQODOSLD CATV TLCHVICAL STnhDARDS AND DESIRABILITY
}f-WI\I.UM CJAN NEL R QUIREM;NTS tOR ALL F URE CATV SYSLhiS R

: Comnents on 20 and 40 channel CATV qystems, two-way communlcattons and

,,1nd1v1dual community. channels were solxcxted by the FCC in a rulemaking
notxce on CATV technical standards. Issued in response to a petxtlon by

‘the éngineering firm of Hammett and Edison, the Commission's

notlce proposed: umeﬁdnents to Subpart K of -Part 74 of the rxules and

ordered that those aspects of Docket 18397 dealing specifically with CATV
tecn11Cd1 standards be -transferred to the new proceedlng (RM-1530).

... The Commxssxon sald, when it issued 1ts Votlce of Proposed Rule
Making “and Notice of Inqu1ty in Docket 18397 (15 FCC 2d 417, December 13,
'1968), the inquiry was intended "to present in one proceeding the
.major CATV policy issues confronting the’ Commxssxoﬂ, and interested oartles
were cdvised that the docket would be managed flexibly so that “further
. ‘notices expandzng or altering the scope- of ' this.Rule Making ard Inquiry

may subsequently be issued as necessary or. approprxate;" P01nt1ng out

‘that recent’ developments suggest that it is now time to utilize '"this .

retaired flexibility," the Commission said it was separating the tecnnxcal

‘stendards material from Dotket 18397 in order to be able to glve it
~early consideration. - ‘ » ’

Statlnn that the full development of cable telev1sxon w111 greatly

,}case the problem of the. scarcxty of avuxlsble air time on standard tele=-.
vision stat‘ons, and that the economic and technlcal potential of cable —
_E:ieoizigg 1; so great that the public 1nterest requlres it to encoarage

) of CATV, the Commission declared it was puttlng cable television
‘operators on notice that it intends to continue to require minimum system
N capacities udequate to serve: foreseeable - demand and - cautioned operators to.

avoid the economic burden of 1nsta111ng 1nadequate systems that would soon"

.need to be: expanded at extra cost. v . ‘ :
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The Coanmission: saeid that in the future it intends that new s
bo desizned to accommodate twoeway comrunications for those sulbscril
who want it, Stating that it did not want to prescribe how return
communications should be facilitdted or that it would require all
sutscrivers to use the service, the Commission said that, with a minimum of
equipment, the return communication capebility should provide at least the
capacity of a 4 kHz message channel that might be shared Ly a limited
number of subscribers so that cueing problems are avoided,

o

With various governmental programs now directed toward increasing
citizen involvement in community affairs, and with the cable potcntzaL
as a vehicle of community expression, the Commiszion said that a cable
SYQLCM should supply a separate chanrel for each dis tinct community within
s franchised area and that each community should have the local capacxty

to produce material to be cablecast over its anlllee channel.

The Commission said this could be done by limiting cable systems to
franchised areces of limited size or by merely requlrlng all systems to have
the technical facilities available in each commuhity to facilitate locAl
access and service, Stating that it proposed to require each community
within the frdnchlse area of a system to be equipped with production
capability for the programing of its channel, the Commission invited
suggestions as to how this might be best accomplished,

The Commission also invited comments upon the proper means of deter-
mining a “community' within each market. Stating that it proposed to leave
the ﬁPtullS of such determination to franchising authorities and cable
system operators, it solicits comments on whether the selected "cemmunity

might appropriately consist of 25-50,000 households.

Pointing out that when technical standards are finally adopted, it
is possible that all CAIV systems would be required to file certificates of
compliance within three years after the standards are published in the
Federal Register and annually thereafter, the Commission said, since it is
customary to grant variances of FCC requirements in unusual or hardship cases,
it was soliciting comment with regard to any anticipated problems which
might be expected to justify delay. ‘ : ’
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Stressing that in developing the proposed new rules it had chosen
to write the tcchnical standurds in terms of system performance as medsured
at subscriber terminals rather than placing performance requirements on
indivicual units in the system, and that it is concerncd that eucn subscriter
get signals-of at least a certain standard without trying to prescribe the
methods or the equipment the cable system must use, the Commission said it
intended to adopt technical standards which may require of most existing
CATV systems '"a renewed attention to quality" and that it would revise
the standards or add new requirements as the state of technology and
regulatory experience may indicate. - | :

Although it was not proposing standards for the carriage of Fil
signals, for the allowable degree of "ghosting," or for performance
characteristics involving phase relationships in the system~-all of which
affect the quality of color television transmission--the Commission said
future experience '"may impel us" to adopt such standarxds and asked for
comment on these points, ‘ ' ‘

In response to a sugpgestion by Hammett and Edison that CATV systems

[=Y 5}
" should be required to install a number of monitoring terminals readily
available to check the performance of the cable network without
incoavenience to subscribers, the Commission pointed out that while a
broad rule weculd generate no problems, a specific rule to cover every
possible situation would be hard to justify, and said that at this time
it would leave it up to the individual operators to choose the optimum

locations and numbers for their monitoring points.

Agreeing with the principle that the technical standards should be
flexivie enough to permit operation of multi-pair cable or switched
techniques, the Commission said that while the proposed stunderds are based
on engineering considerations applicable primarily to the single coaxial .
cable, which makes up the majority of cable systems now installed in this
country, it has ulso proposed wording or measurement methods which may be
applicuble to other distribution techniques. For example, since it is not
possibler to devise a complete set of standards which are universally accept-
able, the Commission said, it was proposing a rule covering situations in
which an adequate engineering showing is made as to the quality of service &
system using multiple cable techniques would render. '

Action by the Commission June 25, 1970, by Notice of Proposed Rule
Meking. Commissioners Burch (Chairman), Bartley, Robert E. Lee,
H. Rex Lee and Wells, with Commissioner Cox concurring, and Commissioner
Johnson coicurring and issuing a statement,

- FCC -
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FCC 70-
FEDERAL COMMUNICAITONS COMMISSIu . | 452;;”9
Washington, D, C. 20554

In the Matter of

DOCKET NO, 18894

oy
)
)
) (RM-1530)

Amendment of Subpart K of Part 74
of the Commiscion's Rules and ’
Regulations with Respect to Technical ) -
Standards for Community Antenna Tele- )
vision- Systuns - , )

NOTICE OF PROPOSED RULE MAKING

Adopted: June 24, 1970; Released: July 1,;i970

By the Commission: Commissioner Cox concurring in the result; Commissioner
Johnson concurring and issuing a statement.

L]

1. Notice is hereby given of proposed rule meking in the
above-entitled matter,

2. On November 19, 1969, Hemmett and Edison, a firm of con-
sulting enzineers, filed a petition (RM-1530) asking that rule making
be instituted to cstablish standards to govern the technical perform-
ance of CATV systems. Comments with recpect to this petition were
riled by: Assoclation of Maximum Service Telecasting, Inc.; Pronticr
Broadcasting Company; National Cablc Television Ascociation, Inc.;
Educational Television Stations Division of the National Association
of Educational Broadcasters; The Montana Network; Garryowen Butte
T.V., Inc.; and Garryowen Cascade T.V., Inc. Reply comments were
filed by the National Cable Television Association, Inc., and the
Association of Maximum Service Telecasters, Inc. In formulating our
present proposal, particular attention has been paid to the above-

mentioned documents.

3. All pleadings filed in Docket No. 18397 which touch upon
technical standards have been reviewed, and particular ettention hes
been paid to the more detailed recommendations containcd in comments
filed by Abraham L, Cohen, an engineering consultant; American Tele-
phone and Telegraph Company; Archer S. Taylor, Vice President of the
engineering consulting firm Malarkey, Taylor and Associates, 1Inc.;
Association of Maximum Service Telecasters, Inc.; National Cable Tecle-
vision Association, Inc.; and Storer Broadcesting Company., Particular
attention has also been paid to reply comments in Docket No. 18397
filed by Archer S. Taylor, and by the National Cable Television Asso-’
ciation, Inc, .

57



‘1. Technical Standards Transferred from Docket 18397

4, On December 13, 1968, the Commission issued its Notice
of Proposed Rule Mokine and Notice of Inauiry in Docket HNo, 18397, 15
FCC 2d 417, inaugurating a general inquizy into its appropriate regulae
tory posture with respect to the CATV industry. By design, this inquiry
was intended to present in one proceading the major CATV policy issues
then confronting the Commission. Inter alie, we solicited comments on
the question, "8, What technical standards would be necessary or desir-
able to achieve national and local compatibility and gooZ quality serve
ice to the public?' At the same time, interested parties were advised
that the Commission would manage the docket flexibly so that *further
notices expending or altering the scope of this Rule Msking and Inquixy
may subsequently be issued as necessary Or appropriate" gupra, para. 3.
Recent developments suggest that it is now appropriate to utilize tiis
retained flexibility to give appropriate consideration to establishment
of the necessary technical standards for the CATV industry. Consequently,
we will now separate the technical standards material from Docket No,
18397 in order to be able to give it early consideration.

11, Possible Requirement of Minimum Channel Caﬁacity

S. The Commission recognizes that CATV is rapidly evolving
from its original role as a small, five-channel, reception service,l/
In the First and Second CATV Reports,2/ the Commission discussed the
trend of CATV toward l2-channel or larger cystems, as well as cable's
likely entry into large metronolxtdn centers,3/ And it appeaxrs that
interest in these directions is high.4/ 1In these circumstances, the
Commission must consider the future possibility of a nationally as
well as internationally interconnected cable grid which will cater to
a variety of sophisticated communications needs.5/ In this regard, the
Commission has instructed its Cable Television Bureau to begin liaison
with the appropriate Canadian and Mexican authorities to assure early
cooperation in establishing compatible requirements for neighboring
areas, Hopefully, thxs step should assist in prolonging national op=
tions in the CATV area. ° -

1/ Notice of Prcoposed Rule Making and Notice of. Inqulry in Docket No,
1839/, para. 4,

2/ First Report and Order in Docket Nos, ‘4895 and 15233. 38 FCC 683
(1965); Seccnd Recort and Order in Jocket Nos, 14895, 15233 and 15971

2 FCC 2d 725 (1966), '

3/ MNotice of Proposed Rule uakinp and Notlce of Incuxrv in DOCnet NO,
18597 para. 4. '

&/ See the attached study of CATV development in the top 50 telev;sxon
markets. (Appendix B) ’
S5/ Compare Notice of Proposed Rule Vaklng and Notice of Inquxry in Docket
No, 18397, Part V.

.
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fé. Our present overuthe &1r telcvx&xon system operates as
an econony of scarcity. There is more potcntlal ‘demand for access to
elevision. stations. than thgre is “VJxlable air time on the stations in
even the. most populous. areaa. Cable television offers the technological
and ecoromic potential of an economy of abundance. -1t is anticipated
that cable television, once it attains this stature, will greatly alle-"
viate the problem of availability of air time.  VWe believe that the
economic and social advantages of such a system are such that the public
interest requires the Commission to encourage its development. '

7. The Commission has been advised that there will be an ever’

increasing demand for cable channel capacities (some estimates ranging
above 100). The CODHIJSLOR, therefore, wishes to place cable television
operators on notice that the Commission intends to continue to require
mininum sybtcm capa01ties adeguate to seérve foreseeable demand, and thus
cautions ooarators to avoid the econonlc burden of installing systems of
inadequate capacity that will soon need to be expanded at extra cost,

In short two considerations emerge: (1) cabdble has great. potential for
new communications services of great benefit to the public; and (2) our
present planning should promote achievement of that potential. In this
latter respect, a major consideration is thus the specification of mini-
mum chennel capacity, It is easy to state our objective on this facet:
to. specify in the mejor markets the 1drge$t possible channel capacity,
as a required minimum, which is compatible with the technology and with:
the rapid development of cable systems, We request comment on woat that
number cghould be, with a detailed showing as to the bases for any rccome
nended number,  Thus, we note that 20-channel systems are now proposed
by many ceble operators for these large city markets. We have bcen infor-

mally told that 40-channcl systems can be installed without too great an
incremental cost-over the 20-channel systems,- Clearly, this is an area
where comments and our own further efforts should concentrate. We'would

stress the need for detailed comments, since we intend to adopt fxnul
rulcs'in this respect on the basis of the comments. &Also we recuest com-
ent on whether some lesser figure should be applicable to systems operating
in the smaller markets, and if so, the channcl number and how such markets
should be delineated. Finally, we request comments on .the most appropriate
time to make any regulation adopted in this area (and those discussed in
pars.. 8-11) applicable to CATV systems (e.g., the time period within which
existing systems might be required to convert; applicability to systems
not in operation on the ddte of publication of any rule in the Federal
Register or to systems which have been extensively constructed prior to that
date), In this connection, we would seeck the adoption of an applicability
or conversion requirement which is equitable and secures, to the maximum
degrce practicable, the public interest benefits sought here and in pars,
- 8-11., '

111, Possible Requirement of Q-Wav_Capabilitv

8+ We intend that future cable systems should be installed in
such a manner that, with the additional provision of no more than appro
‘priate sendingz devices for individual subscribers and minimal equipment
(such as jumpers, additional switch contacts, or plug-in connectors, for
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amale), each subscriber may be afforded a means for directly communica=
ng wita & local program origination point., This return communication
pability should provide at least the capacity equivalent to a single

z messege channel and may be shared with 2 limited number of other
subscribers so that cuing problems are avoided. It is not our purpose
at this time to prescribe how return communications shduld be facilitated
nor to requive that all subscribers avail themselves of this capability,

.

but that future systems be designed to accommodate 2-way communication
for those subscribers desiring it.

IV, Possible Reguirement of Separaté Origination Centers

9. The structure and operation of our system of radio and tele-
vision broadcasting affects, among many other things, the sense of ''com-
munity" of those within the signal area of the stations involved. Recently,
governmentzl programs have been directed toward increasing citizen involve-
ment in community affairs., Cable television has the potential to be a vehi-
cle to much needed community expression., To strengthen the sense of com-
munity and allow greater communication, cable systems should supply a sepa=
rate channel, available on a when-desired basis, for each distinct community
within its franchised area. t will also be necessary that each community
possess the local capability for production of material to be cablecast

over its channel. :

10. - These purposes could be achieved by limiting cable systems
to franchised areas of limited size, But they might also be achieved by
mercly requiring all systems to have the technical facilities in each
community-~the studios, equipment and distribution facilities--designed
to facilitate local access and service. However, we are willing to con-
sider other arrangements which produce a community production capability
comparable to the physical existence of a studio and a channel clearly
identified as limited to local service., We propose to require that each
community within the franchise area of the system be equipped with pro-
ductiocn capability for the programming of its community channel, and we
invite suggestions as to the alternative means of providing such a system.

l1. We also'invite comments upon the proper means of determining
a "community" within each market. It would be possible to define “com-
munities" along ethnic, governmental, or historical lines, as well as the
more conventionel geographic houndaries, We propose to leave the details
of such determinations to franchising authorities and cable system owners,
but we do request comments on what should be appropriate general Commission
guidelines in this area (e.g., 25,000 to 50,000 households generally as a.
“community").

V.. Conversion Period

12, Vhen technical standards are finally adopted, it is contemplated
that all CATV systems would comply and file a certificate of compliance within
3 years from the date the standards are published in the Federal Register.
Thereafter, the filing of an annual certificate of compliance would be required.
As is customary in our procedures, variances of these requirements could be
granted in unusual or hardship cases. Consequently, comment is solicited with
regar@ to any anticipated problems which might be expected to justify delay.

°

60 : ’



Se

VI.: Performance Test: and Certification
13, In line with our Notice of Prdvosed Rule Making and Motice

£ Inquiry in Docket No. 18397, the standards we are proposing here arc
ailmed prira rlly at furthering the quality of service rendered the public.
Seconcdarily, we hope that the standards will help secure a degree of com=~
patibility among systems which in the future may be useful for-accomplishe
ing systen interconnection” such as that alluded to in paragraph 5 above,
In developing the proposed new rules, we have chosen to write the technical
standards in terms of system performance as measuréd at subscriber termie
nals, preferring to avoid, &t least at ‘this time, problems involved in
placing performance requiréments. on individual units in the system., We
are concerned that each subscriber receive cabled signals of at least a.
. certain standard of quality; we are not undertaking to praescribe the
‘methods or the kinds of equipment the cable system must use,

‘14, Accordingly, we are proposing to require that each CATV
system periorm and report certain performance measurements at least once
a year, The measurements should reflect the degree to which the system:
conforms to the prescribed technical standards. 1f the tests show that
the system meets the standards, there is reasonable basis for. considering
that the system provides its subscribers with an acceptable service, We
recognize, however, that conformity with these minimum standards is not
absolute assurance that the service to an individual subscriber is satise
factory, Thevcfore, regardless of the performance tests, we shall expect
that picture impairments attributable to thé system which result in sub=
stential subscriber complaints will be rectified by CATV operators. 'As -
special circumstances may dictate, we may require that additional tests
be performed on certain systems, or that special measures be taken to-
ensure an acceptably good quality of service,. ‘

15. We intend to adopt technical standards which;, without im=
posing unrecsonable cost burdens, may require of most existing CATV
systems a renewed attention to quality, some readjustment, and possibly
some radesign. We intend to revise the stendards or add new reguire-

ents as the state of technology and our regulatory experience may’
1nuxcate, ‘For example, we are not at this time proposing standards
applicable to the carriage of T broadcast signals on CATV systems.
We may f£ind it necessary to do so in the future., We are not at this
time proposing a standard for the allowzble degree of “ghosting" or
interfercnce caused by reflections, or for performance charactéristics
involving phase relationships in the system, all of which intimately
affect the cuality of color television transmission, Future experience
may impel us to adopt such standards. We welcome comment on these points.
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16, In their petiticn, Hammett and Edison suggest that, in
rder to avoid inconvenience to subscribers in‘whosc,homesvthe system
riminals are located,  CATV systems should be required to install a
wumber of monitoring terminals readily available for checking the per-

fonmnance of the cable network, We consider that numerous. readily aveile
their

- e
ole monitoring points should be installed throughout the system;
SO

able
value to the system operator in maintaining system performance is
evident tnat a broad rule requiring them seemingly would gencrate no
problems, However, a specific rule which covers the infinite range of
circumstances under which cable systems are installed may involve cum~
bersome burdens which we find hard to justify, We think it preferable
simply to-indicate our strong belief that every good CATV system should
be well endowed with monitoring check points and that an in-house program
of monitoring them is necessary, At this time we will leave it up to

the individual system operators to choose the optimum locations for such

peints and their number,

17. We take note of supgestions that technical standards which
way be promulgated for CATV systems should be sufficiently flexible
to pewmit operation of nultiepair cable technigues or switched tech-
niques, We agree to this principle, The standards we arve proposing
‘herein are formulated from engineering considerations applicable pri-
marily to the vast majority of cable systems now installed in this
country-~the single coaxial cable which carries a plurality of stancdard
telcvision broadcast signals occupying individual frequency bands in tine
cable., Uhere feasible, we have proposed wording or measurement met
which may also be applicable to other distribution techniques., However,
we are unable to devisc a complete set of staendards which are universally
applicable, We intend no discouragement of other-thanestandard systams,
We consider, for example, that the use of multiple cable techniques would
be permissible provided an adequate engineering showing is made as to the
cuality of service such a system would render, A rule covering these
situations is proposed. ’ ' '

VIi, Miscellaneous

18, All interested persons are invited to file written comments

on or before "~ Octobder 7, 1970, and reply comments on or before

October 28, 1970, on the question of amendment of Subpart K of
4 'of the Comnission's Rules proposing to establish technical stande

or the CATV industry, Parties may, of course, not only comment. on
this proposal, but suggest revisions or alterpatives. In reaching its
decision on these matters, the Commission may also takeinto eccount any
other relevant information before it, in addition to the comments filed LY
this Notice. B g . : o
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. c.ents proposcd heveln is contained.
of the Co:munxcatxons Lct of 1934, as

tion 1.419 of the Rules,
Ls, olc“dznﬁa, briefs, ot

19. Authority fo
ctions 2, 3, 4, and 3
nded., In accovdance wi

\-
U
ri~inal and 14 RS

Accordingly, IT 15 OXDIRED, That the peition for ins titution
standards for the CATV industry,

cf & rule makin~ to establish techni Lal
9, I3 GRANTZID to the extent

[
LR

by Harumett and Hdison, on November 19, 190
veflected hterein and is otherwise DENIZED,

ocket ﬂo. 18397

IT IS FURTHER OXDERED, That those aspescts of U
relating specifically to technical standavds ARE TRANSFZXRED to tiai
proceeding.
FEDERAL COMMUNICATIONS ComxIbSIOXf
Ben F. Waple
Secretary
Attachnents : .

'*See attached statement of Commissioner Johason.
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B.

APPENDIX A

'Par 5 [Aw»rded]

1. Iq 15, 4, p&ragraph (e) iq dele»cd.

e

2, Subpsrt D (§815 161-15.165) of Parc 15 is deleted

Subpa K ob Part 74 15 amcuded as follows.{.;

,l;f In §74,1101, para aph. (1) - (r) are added to read.'f 'L¢}l' S,

A v e .

§74 110. ,Qegipitiqnshy;, e

B

“n

' cu;nnel,‘the';clat‘d'ship a3 measurcd at

. visual sigacl during the transmzoszon o; schh.ow; in

2.

.{01 ' c*{k

(1) Cable telzv <sion cuznnel. A f requency b“nd 6 Miz in
width within uhich a standacd television broadcs st signal .
is aeliv»req by cable to a sub.crib”" termznax.' T

() Channel frecuvency resoonse;' i th n Cable elevzs on

sinne . B : L
_,u.unr..l.,“ . oL ‘ s

nofu nues‘. é and _auctuotzng»
sicn cnanwel." clusive of un=
cy uhich dcgrade the reproduce

Systen no*?e, That combinatior

vi

ven

uxich are due to themmal elfects,
: _
)

N

in
u:oance vithin a cable te
ved s n“la ‘of discrete 1
of the desived signcl and
1lation. p“oduc.s, and other
2cified in terms of its =

v a b Mz b“n .ath cente

at
lc
equ

%,

e se effects, . Syutcm noise . is
r=s level or its.mean power ac measured
within a 6 iz cable. television

noise

"1 '

0.

(ol

te :ﬁnl., Tne comMUﬁﬁtj antenna te’evi ion-

rai .al to which a subscriber's cou-nncnt is

ate terminals may be OIOV¢dvd for delivcry ISR N
n uirualu, i be "Aca.t, or otker signal

e
systca cgble ters
connwctudu,*Sep

levis

ion
ol differin3>clusszizcapxon.

y: Temmiral isolstion, At any,subsé‘xoer Lcrmi.al,vthe
tentcatica between that terminal and any othew subscuiber: . RN
inal in that uyutCo.A A : : S SR : :

el

o da
3
P SC‘:S-

(q) Visual signal level, The mms voltage procuccd by
o
9

CATV svsten channel cemacify,  The highest7tdtéi number of . :
e telev1u¢oa channels on which television signals from separate
ces. ean be del.vered simul:aneously to. every. subseriber, in the

A new 574;1151 is5 edded. to read: . L o

874,115 Performance tests and certification,
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2.

&) The oparctor of cach Community ﬁﬂtﬁﬂﬂ& Televicsion systcu
- k]

( ~e opz

shall b2 restoasible for inmsufing that cach such system is designed,
installed, and eopcrated in & manner which fully complies uita the

provisicas of n“iu subpart,  Zach system-opgrator shall be p.caa ced
to shou, upon rooconable recuest by en csuthorized representative of

cou
the COEQISSIOB,'th&: the system doeas in fact, comply with the ruless
stem shall file with the Comamission
anal capzeity, listing the cable

(b) The operator.of ceach C sys
che
systen delivers.to its subsceribers,
se
a

E
2 statoment of the CATV systex
televicsion channels waich tha _
~signals ave deiivered on each chane -

and tue station ot stutions 3 v
1 signal levcl ic maintains on each

1
:
nel, sgecifying the nminimum visuc
channel under nounal over_ting‘oond;tlona., n.cable television
channels~arc deleted or the specified v*sual ignal levels are chan zed,
the Counitssion shall be notified within 30 da ys iollowzﬁg the date of
sucit chungc. S e e e S e

L

o

(¢) The operator of each CATV system shall conduct complete perfore
nmence tests. of that system at least once each calendar yé*r»(at
intervals not- to. exceed 14 monthe) and shall file with the Commission
e certificate detailing the rvesules of such tests. The g ,er;o:”ﬂnue
tests shall bte directed at deteramini the ex tCﬂu fo wvhich the systex

B s?
. complies with all the technical standavds set forth in
e

§74.1153, The tests shall be wmade on ecach cable television channel
in-the system, and shall .include measurements made at at least chree
videly sepacated subscriber tewminals, one of which is rcorescn~ative
of teorminals most distant fror system input in terms ol cable Gise
tances & statement of ta tions of the person performing the
lude

tests shall be includede . . . ... e e

J

e that certain mecsurczents be ra-
be mede, or that clarifying

(d) After reviewing the certificates of compliance vequived in paragraph
sents
sary.to correct defective certifi-

A new 5761153 is cdded to read:

.

£74,115%3 ;cc“nicul standards. e

sly to comnunlty antenng television
uved at any subscriber terminal with a

to cach of the cable televicion channels in
ﬁf cir eve d ivered to such tbrmin“lua

(z) The follouing requi
systen perforiance as mac
ratched temination, and
which signals picked up o

0 "
J &I 1
e}
©
ARSI
(&3
[2]
()
’O

(1) The f“eqvc ey ‘boundaries of cable television chéhneis
delivered to subscriber terminals shall confora to those
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3.

‘sct forth in §73.003(a) of this chapter; = Rrovided 7hat,

upon special application including an edequate showing of
public int .css,vother chuﬂnelv“- nncmenta rﬂy be approved,

2) T%c frequeney o the visual ca:ricr Fhull be maint gined.

1,25 ¥Hz + 25 kHz atove tHe lowc“ bounua*y o; tﬁe CuOlb tele- : S ' *
] visioa cihannels,. S | . » v :

shall be 4 5 ux“‘+ 1 Kz, - o,

(3) The £f£reguen cy oF the aural carr

qu o* tHc vi ual car ier’

(4) The visuzl signal’ levhi auall be not l ”b;ﬁ l mllllvolt
(0 du:«v) &Cross a 75 OA'Z."J te.._.in“{;\nn zmpcdaan_ (AT other iz-
ocdance values the minimua visucl uLOWal level shall be J—"""
KQLILVOL s, wbhere Z is the iampedance value wnicH p*operly matcues

the subsc*iber terzinal iapcdance.)

(5 The.v sual s;gnal level on eﬂch ch“nnel 5h 11 be mainyazned
n : S : I BRI . S :

"(4) 6 decibels of its minimum value; and
vel signal level on either
101 c““nael, and

‘

(1i) & decibels of the vi
<adjecent ceble telev:

f" 15

(ii1) loiCécibels cf - the vi SL"I gicnal level on any SR N i : @
~ other cadble t elcvx ion channel. ‘ : S PR -

(6) The wms voltaze of thé‘auralvsi ‘ 3
between 13 and 17 decibels below the associa
level, S N ]

.’\,'

posk-tow-peck variction in visual sional lcv cuu sed
red low frécuency disturbances: (hum or yepe ;t-vy

ts) generated within the system, or by inadequate low.
frequency :esponse, uall not exceed 3 perceﬂt of the v sual
‘signal level, :

(8) The‘chaﬁﬂul frequency vesponse oﬁall bv wi HLh a range of
+ 2 decibels f r ell frequencies within -l Mz and 74 M“z of
1 v v v

the visual car t frccuency.v
(9) The ratio of viSual‘signal level to oyutc_ n019;75ha11'not'
be less tuzn 36 dgcibelso "his rcqui&c“eﬁt is app .cuolu 01.y to.
-2

(L) each s ﬁnal which i 15 carried by & cgblc te‘evx ioa
’ system. se:vznn suascrzbers wzthxn tha Grade 3 con:our
for that szanal Y L
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3.

which is first picked up within
C_QHCOU‘:Q' -

level to the zas amplitude

(10) The ratio of visval signal

oZ &ny cohareat disturbvances such cs imternodulation products,
co-chcnnel television sizrals, or discrete-i{requency inter-
fering signals -shzll mot be less than 456 decibels,

1 isolation provided each subscriber shall
not be less 30 decibels, except that the isolation
between seoavete television and Fid brouccaut terzinals for
the saxe s riber sha ll not oe less tnan 15 decib 215,

(D

(12) Racdiestion frcm a community entenna television systenm
shell be limited o3 follows:

Fadiotion Distance
Zvequencies Limit )
(eV/m) - (feet)

cluding 54 iz =~ 15 . © 100
o and including ‘ )

O
<

0

~

tn
‘(_\
<
0

cr '5

(U Comzmunity antenno television systems distributing signals by
vcines multinle coble techniques ox speciciizoed receiving devices, and
wiich, baczuse of their basic design, cannot 0:01] with onec or more
of the technlcel standards set forth in paragraph {(a) of thiz saction,
peraiticd to oserate provided that an adeéguate chowinsg s made which
estadblishes that the pudblic interest is benciited, In such instances
tie Comnission wmay prescribe special technical requirczents to ensuvre
thet subscribers to such systems are provided with a good quality of
service, ' '

& new 874.,1155 is added to read:

87441155 ucasuce~ynta.

(2) lessurements made to demonstrate conformity with the per ane
reguirezents set forth in § 74.1121 shall be made under condie
tions which réflect system perforaance during nor=al operations, in-
clhding the cffect of any microwave velay operoted in the Comnmunity
Antennz Reley Scrvice (CiaRS) intervening betweesn pickup antenna and
th- cablc dictribution network, Special signals ‘inserted in a cable

io
for neasurement purposes should be operated at
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levels epproxipsting thdse used ‘ov normal operation. DTilot
tones, euniliary signals, and non-televicion signals normaly
carried on the cable television a/stcm should be opevated at

norzzal levels,

(*)‘ Uhen it may Le necessary to romove the television signal
normally carsied on a2 cable television choanel in ozder o

rhciﬁzggte a performance measurement, it will be permissible

to discoarect the cntenna which serves the channel under meas-

surement and to substitute therefore e matching reyistance

‘temainction. Oflker znteanas and inputs should remain connected

and nommal siznal levels abould be mainteined on other chonnelse

‘acto‘y service to a

(c) As may be necessary to énsure satisi

subscwibeyr, the Commission may require additional testo to :
dezonstrate system performance or oy specify the use of differant
test procedures. ' |

(d) The freguency resgonse to a cgb’e tnlcv*siOﬂ ch nncl may be
deteimined by one of the following mbthodu, as appropT ietes

(1) by using a swept frequency or a manually varicble
signal genezctor at the scnding end and o calibrated:
attenuator end LT»OLEﬁC]*oe‘LCCiVe voltzeter at the
subscriber temmingl; or :

(2 by using a ti-burst generator and codulator ot the
sending cnd a“d a demcdulator &nd oscxllouco se cigplay
at .he subs crxbe terainel. ‘ ’ ‘

(e) SYUtuJ noise’ y be. rmecsured using & frequency-selective
voltucter (ficld ut"*n"tﬁ meter) wiich has been suitebiy calie
evel and uwllch

brated to indicate r=3 noise or ave
has ¢ linowa bandwidth, UWith the

levels end with & properly matche
“stituted for the
scriber terminal ar
eguzl to the baadwi

oow

¢
T ﬁnﬁta of_frccuency

iwidth of the frequency-sa

‘summing the power indicetions to obtain ;he,to noise power
prescat over a 4 1z band centered within the ca ale televicion -
channels IZ an amplifier is inserted between the rcﬁueﬁcy-
selective volzmeter and tie subscriber terainal in owder to

acilitate this measuyrement, it sho 1d have a bzrdwidth of at
lecst & sz_and.appropriate cor ections must be made to account
for its gain.,ﬁ_ S ‘

(£)  The emplit: ude of dz-crcto freqre ¢y inter eriﬁg sig. is
within a cable television channel muy be determined with either
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4,

,fvccubncy ene rgy’rud ated

[

6.

~nalyzor ov with a freaque ncy- elective voltmeter
aath meter), wiich instruments have been calibrated
li'chliav*tlon uccurg cy is in doubt,
sizn nal generator,
: s t t ot the po‘nLE
surcment. ifwan,amplifié? ,S"ﬁseﬁ botween the subseriber
al cnd the measuring instrument, a propriate co‘rcctlons
zust be rmade to accouat. for its gain. = ‘ : -

accuiadcy,

ween aﬁ?mtﬁb'téraihdbé‘ih;tuc
a &ig n&l o; known WDL-LLQG
of th“t si ual “t thu oLucr

radio
‘levision °yvte.
ering proccdures. ”
.11 include the

('\‘
¥
-
%
e
JFR
8

(h)'.uc:Surcments to detemm

uunll be’ "ade 1n accoz da‘ce vzth s:aﬁ"a G eng

(1) A ficld strength meter of adequate accuracy using

a hovizontal dipele aatennz shall be caozo;ea.'

(2) Field strength shall be expressed in terms of the
T8 value of synchronizing pegk for each cable television
cucnnel for which rodiction can be mcasu«*d,

(3) The ¢1oole antenna shall. be placed 10 fect eabove the
ground and positioned directl y below the systen cowmponents.
\inere guch placcwent‘ results in a separation of less tuar

- 10 fect between the center of the dipole antenna end the
_system components, the dipole shall be reposxtloﬁed to
p"ovzde a separ atxon of. 10 lbe.. :

(4) The lorizonual dipole antcnﬁa shall be rotated about
! vercical axis and- he r"xz:bm we te* reading shall be used,

(5). Measureaents sﬁall be made where otherv~0uducto are
10 or more feet a""y-ftpu the measurxng antcnna. ‘

A new 374 1‘57 io added to ;ead

£74.1157 Lnte"‘erence from a commun1;y antenna televxsxon qutca.

n the event that_thé operatibn'of a community antenna ‘television
system causes harmful interier ence to receptzon of authorized radio

[
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5.,

stationa Lhc operator of the system shall immedxutcly t“ke

whatever sc;ps are-necessary to. remedy tbe interference@,-;_“

A new 674 1159 xs added to read‘ €ﬂ f ;;;l1;? a

§74. 1159 Resgonsszlzty for receiver aanerated xnterference.“

L

:Interderevce aene*ﬂtcd by a. radxo ot‘telev151on rechver shall
be the responsibxlaty of the’ receiver oper-tor in acn

yvdence -
with the provxsiong of Part 15 Subpart c of this CbuutC“‘ﬁp'OV”ded
heuever, at the operator of the comaunity antenna telcvxszov
systea to wh;ch the receiver is connected shall be. reqponsiblebJ
for the suoprg351on of reccxver gener ated interference that is.
distributed by the system when: the interferxng szgﬁals are intro-}i
duced into the system at . the receiver, . S PR
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AEPENDIX B

In compiling the attached informdation cach community having a CATV
system is listed as a separate system even though the same head-end
scrves several communities, and even though some communitics may have
more than one system. VWhere systems are located in areas in which two
or more major television markets overlap, these systems have been
counted once dnd assigned arbitrarily to one of the markets,. The in-
formation regerding pending propdsals in these markets is based on
requests filed pursuant to Section 74,1107 of tue Commission's Rules, -
and is current as of May 1, 1970, o
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1,

2.

10,

Appio“ihatc lunbcr of CALV Syst

“Market

—

‘New York, New York

Loz Angeles, Cél;fornia, ,

ChicaLo Illinois

Philadelphia, Pennsylvania _

. Boston, MaSSQCh“setthi»
» VDetrbit hichigan,C 

 'San Ftanci co, California i-:

Cigveland; Ohio

' Washingtoh b.1C¢

'Pittsburnh Pcnn ylvania

Numbor o' Qv tems

11

53

51

1

© 108

m5 Located in Top 50 lclcvision annctv
(aq of Junn 1,:1969)

I’ropo.»al-' Pending

3.

17

16 E o

Remarks

“Includes 3‘systéms'iocatcd also

tn the San’Diego, California
markete . - . L o T

ﬁ Inciudes iﬁ}%ysteaéklo04ted‘also
- in the Harrisburg-Lancaster=- :
'Lebanonffqu, Pennsylvania market,

'Includcs 16 systemo locatcd also

- 4n the Sacramento~8toc<fon, S
'.LCalifornia maxketoxz-' ' -

—-e

;" 1nc1udes 70 systems located also
~ in the Wheéling, West Virginia-

Steubenville ‘Ohio mquct and 11

f,other systems located also in the
_Johnotomn Altoona, Pennvylvanla
'marLQtOZ 1 y‘3_w -



11,

12,

13,

' 14.

15,

CEL

18.

19,

20,
21,

22, . Scattle-Tacoma, Vashington

23.

26,

- 16,

17,

.k_'I_g rket

Baltivorc, laryland

~St. Louis, Missouri.

Hartford-lew Haven-Kew
Britain, Connecticut

‘Providence, Rhode isldﬁd—,
lew Bedford,’ﬁassachuse;tS'.

’Dallas-Fortvworth, Texas

Cincinnéti, Ohio-

Minncapolis-St. Paul,
Minnesota R '

Indianépolis; Indi¢na '

“Atlante, Gebrgia.

Miszni, Florida

'Bﬁffélo, Hew York

Kenses City, Missouri

Milvauliee, Wisconcin

Number of Systems

0

13

12

25

Proposals Pending

2

2,

Remarks

-See remark on the Harrisburg-

Lancaster-Lebanon-York, Penn--

sylvania marlet,



YL

26, -

27,

- 28,

29,

30,

31,

3z.

133’

” ___l’)'{‘_

Scercicnto-Stockton,

'_Cbatlotte;*No:th1Carolin4

Nvabor of Systens

5 R

~California
Hou ton»C¢lv¢ston, Texan. v3
-Daytohf'Ohi SO
COlUl;lu, Ohto 3
Johnstoun-Altoona, 54
Pennsylvania
hatriul'rO-L ncaoter- | 144:7
Lebanon-Yoru, Pcnnsylvania
Tanpa-St. Petersbarg, Florida 19
'heﬂphi > Tenneﬂsce

Proposale Pendinp

4

A1

25

‘market,
- Philedelphia, Pennsylvenia market,

3.

Sce remark on the °~n F;anc’ CO,
California r.:rvet,

Includes 1 syutea located also
in the Coluxlb uu, Ohio market.

Sec rcmﬂrl on the Da)ton, Ohio
market,

Includes 1 systea located also

4n the Harristurg-Lancester-

Lebanon-York, Pennsylvania

See rcmark on the

'In#ludés,l system located also
. in ‘the Baltinore,

Maryland market.
Sce remark on the Philedelphis,

--Pennsylvania matket and on the
,HJohngtown-Altoona, Pcnnsylvani
marhet.

Includes 1 system located also

in the Greensboro-Winston Salca-
High Point, North Carolina market;
2 other systeu:s located zlso in

“the Gruenvillc-opartunburg, South

Carolina-Asheville, MNorth Carolina
market, = . . .



TN

36,

35.

36,
37,
38,
© 39,
o
a1,
42,
43,

45,

V 1‘6.

“Miclhigan

» * L 3
CMarket Nunber of Syctens Proﬁosalh Pending
‘Syracuse, lew York 21 13
Toledo, Ohio 9 s
betland;’Orcgbn 13 - 0
Ticeling, West Virginka- 15 13
Stcubcnville, Ohio,' o -
Grand Ra p;do Yalc"azoo,.3 100 2
: hiclivan ) o
Denyer, Colofédqv ﬁ 4  ’,8 ;-
Bireinghonm, Alabama 4 1
}?sh«111e, Tenncuueé {1_1 .t:f
'Albany-Sch~nectuuy,bﬁew‘Ydfk,' 19 11
New Orleano, Louioiana V‘vi 210>A »:0
Grcenvillc Sp Lvnburg, Soath,ﬂ 7 2
Carolina ~Ashnv£11e, Horth '
Carolina .
Grcensboro-“inOtoh Salem~ 11 3
Righ Point, ko;tn Carolina o B
Fliht?chingwnrﬁy City, _ 1 - 7

L] »*
4,
- Remarks

See reﬂ"rh on the Pittuburrh
'xPcnnsyI\nnia FuthLo .

'InclLdes 3 syqte~s locqtcd also
in the Lansing, hichigan rarket,

, See reqzrk in the Charlotte,»
S horth Carolins market,. et '

v See rcmark in the Char lotte,‘
~HNorth Carolina market,

Flint syéteﬁ locafcd in Flinﬁ,

Michigan vhich is also in the

Detroit "lichignn market. See

- remark on the Lansing, Hichigan-

narket,



9L

-50,

Marliet

Louisville, Kentucky

Charleston-lluntington, -
Vest Virginie

.ensing~Onondaga-Jackson,
Michigen

San Dicgo, California

Rumber of Systems

Propocals Pending

3
19

2

2

Renaxks

Includes 1 system located also
in the Flint-Saginaw-Bgy City,
Michigan market.  Sece remark

on the Grand Rapids-Xalemazoo,

Michigan market,

See remark on the Los Angeles,
California market,



o T_éc’hnic‘tal.;.,'S,_t’anc;lbafd_s :

{In the Matter of . . . Technical Standards for
Community Antenna Television Systems]

’C'an‘drvrxing _Sv_'tét‘érriiexi:t ',éflbcjo'rn:m,is.si’bﬁe't N1 cholas A_;T‘oh‘n_sovn :

) The FederalCommumcatxonsCommxsswn must be responsxble
forthe.l’}yll;i‘lvan'éndf.55ci’éiég,i_c':%hlv,‘i%hpli‘é.a._it'idns‘ of its decisions, a5 well as
the e&;oriomic, 'tﬁechnolyogliéal'l, andpohtlcal :.;;Bp's‘e‘aqﬁve_hc'e‘_s.’,_ The rstru'ctvu‘ré
and opera.:tiér;"dfvc_mr cb'un_tii;,y'wsévémmunicdtvi.onsvv s.}}étg;h-v--,e‘:ispe‘cially tHe ’
mass 'me,dia--‘affe‘t'ct', 'alrrmhldg.irri’a‘.,;;y'othévr things, the sense of f'c‘bl'_l,'.lvmgmvty’”
of those who both benefitk from an‘d are used By,thé system

T‘hos>e who “stuc‘ly, «én'd‘:wr‘i_.t‘e‘ éboﬁf the' tfends in our >so.cie‘:‘ty report
a gz‘-’owingv sensev zofl-alie‘natién,; ’lone.lirie‘:s's»,‘ 'empti»‘néss_:, cille"spvail", ;nd‘
hostilityvafnv_‘or.xvg the' ‘cievr‘x(‘:rarlv _c‘:itsv(“r)esid‘eh‘ts?‘ivbn_ A.thé’kllafgbebf u‘rban aﬂreas;v .
‘Many believe tha;_t thes;:. trenvd“s a;fe, at least m part, exa;:erbated by .the
existence of television and fadiogtatibns. ‘W_hich ‘h_a-\’rfe_‘_b'een autho__fized by
the FCC to serve a'u_.'die'n‘c.;.eé of .rfixil_lions,‘ rather than ,Ae‘ighborhodd‘s and
small urﬂbén‘arv'eas.‘ The progfar‘nming‘t‘héée s;tétién.s brgciﬁce vis"notr
"relev;nt, '"not a part of f;h;e daily lives of t_he viewers, not somethipg
in which they and.their ‘friends ({or eyén those with whom they can
iden"t'ify) -pervsuor“m.'ill}‘r participate.Iri,o‘nic‘al.ly,‘ the pr“‘imary\mb,tive _behi,nd |
our prese'mb: >alloc'a’ti6n structure, wi:tl:'x. xts7500 b.roé.dqast outl-e.ts.‘ Wés
the c‘lesirbe fof ldcal se.r‘vilc‘:e‘. | A.v!s ‘r‘xt‘xoslt ﬁirﬁparti’a‘l ob.s:ver‘vers‘;}&v{cv)uld‘c’or‘mvcede,
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CONS IDERATION OF 'CABLE TV BY THE COMMISSION

This is intended as-nothing more than a brief
review of. the hlghlnohts of the Commission's regula-
tory treatment of CATV. A review of the legislative
history of CATV can be found in the testimony of
Frederick W. Ford in Hearings before the Subcommittee
on Communications and Power on H. R. 7715, U. S. House
of Representatives, 89th Congress, lst Session, May 28,
June 2, 3 and 4, 1965 (hereafLer Hearings on H. R. 7715),
p. 121 et seq., and in Hearlngb before the Commlutee on
Inteéerstate and Foreign Commerce on H. R. 12914, H. R.
13286, and H. R, 14201, U. S. House of Representatives,
-89th Congress, 2nd Session, March 22, 23, 24, April 5, 6,
"and 7, 1966 (hereafter Hearings on H. R. 12914), p. 115
et seg. Also of interest is "Licensing of Community
Antenna ¢elev151on Systems," Senate Commerce’ Committee -
Report No. 923, 86th Congress, lst Session, the so- called
"Cox Report". 'The:principal*fequlatory'activity has
taken place since that.time.

In the late 1950" s, the Comm1581on first con-
‘sidered CATV and found that it had no ]urlgdlctlon to
regulate, CATV and TV Repeater Services, 26 F.C.C. 403
(1959). However, this attitude soon began to change,
first on case-by-case consideration of microwave served
CATV systems, Carter Mountain Transmission Corporation v.

F.C.C., 321 F. 2d 359 (D. C. Cir., 1963) and later by
ruxemdklng proceedings afrectlng nicrowave served CATV
systems, First Report and Order on CATV, 38 F.C.C. 683
(1965) . By 1966, the Commission had exerted regulation
over all CATV systems, whether mlcrowave served or not,
- Second Report and Order, 2 F.C.C. 2d 725 (1966), enunci-
ating thelr pxesent CATV rules, 47 C. F R. §74.1101, et

Sed.

THE BASIC RULES

* The basic rules, still in effect, can be divided
intc three parts. First, all CATV systems must notlfy
local broadcasters and the Commission before they begin
operating-=-a timely filed broadcaster opposition w1ll
delay commencement of operation. Second, all CATV
systems must carry local television stations and protect
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their programs from duplicating programs broadcast by
‘non-local stations and carried by the CATV system that
same day. Third, a CATV system must prove in a Com- .
mission hearing that- carrying non—local television ,
signals into the predicted. Grade A conLour of a tele-
vision station in one of the 100 largest telev1Q1on

markets will not harm existing or future television

stations (all these hearings were subsequently sus-

pended, or frozen, by Commission proposals announced
on December 13, 1968). T . l

7

From the adoption of the Second Report and Order:
on CATV, supra, until December 13, 1968, the date of
the "freeze", there were filed with the Commission, 413
appllcaulons for waiver of the ev1dent1ary hearings
requirements or requests for heaplng under the major
market rules, of which the Commission wholly granted
75 waivers, partially granted another 39, and set wholly
for hearing only 56. : o s

A decision of the Commission to halt CATV expansion
" in the San Diego, California, area, ultimately resulted
in the U. S. Supreme Court holding that the Commission
had such authority as "is restricted to that reasonably
ancillary to the effective performance of the Commission's
various responsibilities for the regulation of television
broadcasting," U. S. v, Southwestern Cable Co.,, Inc., 390
‘U. S. 157 (1968).. The Commission's Rules were sustailined
in Black Hills Video Corp. v. U. 'S., 399 F. 24 65 (8 Cir.,
1 1968) . During the same time, the Commission chose not

to regulate CATV as a common carrier, Philadelphia Broad-
~casting Co. v.,FCC,Y359”F. 2d 282 (D.‘C.>C1r,,.l9oo).

The Comm1391on S ruleu were adopted because the
Commission.concluded that CATV competed unfalrly with
broadcasters, although judicial decision held that they
- did not, Cable Vision, Inc. v. KUTV, Inc., 211 F. Supp.
47, 335 F., 2d 348 (9 Cir., 1964), and the Commission had
hopes for some relief from the burden of its rules if the
Courts held that CATV systems were regquired to pay copy-
right royalties. But the U. S. Supreme Court held that
CATV systems need not pay copyright royalties, Fortnightly
Corp. v. United Artists Television, Inc., 392 U. S. 390
(1968) . ’ . o :
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After7the-Fortniqhtly'andﬂSoutﬁwestern:cases, the
Conmission began to move into other areas of CATV regu-
lation, such as closed-circuit origination of program-~
ming, compare, Midwest Television, Inc,, 13 F.C.C, 2d
478 (1968), and, Jefferson-Carolina Corp., 14 F.C.C. 24
601 (1968). The Commission had already rejected empiri-
cal tests of CATV operations which were proposed to show
whether the Commission®s fears were baseless, Suburban
Cable TV Co., Inc., 9 F.C.C. 2d 1013, reh. den., 11 F.C.C.
2d 604 (1968) and, Valley Cablevision Corp., 11 F.C.C.
2d 611 (1968). The Cormission also moved to control CATV's
relationships with some telephone companies, General
Telephone Co. of California, et al., 13 F.C.C. 2d 448
(1968), aff'd sub nom. General Telephone Company of
California et al., v. F.C.C., 413 F. 2d 390 (D. C. Cir,
1969), cert. den., 396 U. S. 888 (1969), and prohibition:
of telco-CATV cross oWnership where the CATV system is
in the telco's" ‘market area, Section 214 Certificates, .

21 F,C.C. 24 307 (1970). o

The Commission also unleashed an almost overwhelm-
ing array of CATV-connected proceedings. As examples,
there were inquiries into cross-ownership of TV and CATV
(Docket 17371) ; changes in the distant signal rules - .
(Docket 17438); proposals to eliminate filing of repiti-.
tious CATV requests (Docket 18373); prohibition of micro-
wave transmissions of CATV originated programming in the
Business Radio Service (Docket 17824); inquiry into CATV's
which are affiliated with telephone companies (Docket 18509)
See, also, 21 F.C.C. 2d 307 (1970); changes in CATV notice
requirements (Dockét 18416) ; the effects of the Commission's
then present CATV policy {(Docket 17505) the results of
which were never made public; limiting multiple ownership
of CATV systems (Docket 18891); transmission of CATV
originations in the Community Antenna Relay Service (CARS)
{(Docket 17999); CATV distribution in local distribution
service (LDS) (Dockets 18452 and 18383); CATV .annual fees
and filing fees (Docket 18802); extension of time within
which to convert from the business radio service (BRS)
to. CARS; proposals for detailed technical standards
(Docket 18894); proposals for federal preemption of CAEV

‘regulation (Docket 18892); the Public Dividend Plan
‘(Docket 18397-A), and others. Also of interest to the
CATV industry are proceedings involving automatic program
cuelng (Docket 18877) television signal field strength
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measuring (Docket 18052); UHF channel sharing (Docket
18261); television translators operating in the
instructional television flxed service (lTJb) (Docket.
18940) ; radiation rules (Docket 18426); changes in UHF
tuners (Docket 18433); allowing specialized carriers in
the microwave radio service (Docket 18920) ; and non-
network program exclusivity (Docket 18179) among others.

Having.an averSiQn to the “freeze"'whiCh.had been .
suggested to it by its staff, the Commission accomplished
the same result when it :issued a Notlce of Inqulfy and
Notice of Proposed Rulemaklnq in Docket 18397, 15 F.CQC@
24 417 (l968), on December 13, 1968 .

. THE "INTERIM" PROCEDURES

In addition to proposing detailed rules on CATV
originated programmning (since adopted) cross- owners hlp,
(since .adopted). and general rules on regulation by othe
governmental levels, (now under consideration in Dom“et
18892) CATV operation as a common carrier, reporting
requirements, (proposed forms for which have been announced)
and technical standards, (now under consideration in
Docket 18894) as well as a broad 1nau1ry into almost
every aspect of CATV, the Commission proposed detailed
rules for CATV in major-and minor markets and outside of
any market, as well as interim procedures which effective-
ly implemented the proposed rules immediately. The Com-

" mission's proposed market policies created three classes
of television viewers: Those within thirty-five miles of
a major television market, those within thirty-five miles
of a minor television market, and those who are outside of
any thirty-five mlle llmlted receptlon zone, 15 F.C.C. 24
at 428, et seq. -

Briefly, the Commission announced that all CATV

systems within a thirty-five mile radius from the main

post office of listed cities located within the 100 largest
television markets, are allowed to carry only local tele-
vision-signals, unless the CATV system can obtain "retrans-
mission consent" from distant television stations, on =a
program-by-progdram basis, 15 F.C.C. 2d at 436. Where pre-~
dicted Grade B signals of stations in two major markets
overlap, a circumstance prevailing in 91 of the Top 100
markets, the CATV system can only carry the local signals
of the closer community unless it receives "retransmission
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consent" or is within thirty-five ml]es of both comn-
munities, 15 F.C.C. 2d at 436, even though all signels:

~are ‘considered "local". CATV systems within a thirty-

" five mile radius of small television markets, i.e.,
communities hav1ng a television broadcast station but

not in the list of major market cities, could carry

only the local signals, or enough to provide three full
network stations, ane.independent station, and educa-
tional stations, unless the CATV system recelives "re-
transmission consent" from distant stations, again on

a program-by-program basis. CATV systems located out—
side any of these radii, could carry any number of

distant signals provided the CATV system first carried
those most proximate within each of four classes of
stations: Full network stations; partizl network

stations; independent stations; and, ETV stations. In
evolving the new doctrine, the Commission eschewed its
protection of UHF stations, 15'F.C.C. 2d at 431 (but see, .
Second Further Notice of Proposed Rulemaking, 24 FCC 24 ‘
580 at 58l) and proceeded to cure what the Commission still
considered "unfair competition" based: on the authority
granted to the Commission under 47 U.S.C. §303(g) to:
"Study new uses for radio, prov1de for experimental uses

of freguencies and generally encourage the larger and.

more effective use of radio in the public interest." The
"retransmission consent"™, although initially claimed by the
Commission not to be so, is, in effect, a copyright clear-
ance»designed by the Commission to place CATV in a market-
place which, prior to Comnmission regulation, had no such
requirement, and which has been recognized by the Commis=-
sion as unworkable, First Report and Order on CATV, 38
F.C.C. at 704 (1965), and, Second Report and Order on CATV,
2.F.C.C. 2d at 768 (1966). »

Of significance is the Commission's move away from its
basis of protecting UHF from hypothecated CATV competition)
to a new position of protecting commercial television broad-
casters from competltlon from any: source if that compe-
tition might, in any way, affect the allocations scheme,
Sixth Report and Order on TV Allocatlons, l7 Fed. Reg. 3905
(May 2 1952) . : :

e
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SUGGESTTONS BY OTHER GOVERNMENT AGP.\TCIES

Other suggestilons-  for regulation of CATV by govern-—
mental bodies are uncomplicated appraisals of national
goals in communications. President Johnson's Telecom-
munications Task Force stated: A national4communication§
system should provide for multi-channel capability and .
availability; that it should provide for low cost. to both
user and viewer; and, that it should have the ability to_
pin point audiences. That Task Force favored cable tele-
vision as the best means to achieve the national goals. f
The Office of Economic Opportunity recommended "that most
restrictions on distant signal importation by cable
systems...be forthwith abandoned." OEO also said:

L

"As FCC recognizes and as it has stated in

a number of its recent rulings and proposals,
the coming of broadband communications is an.
event of substantial importance. Cable can
bring a far greater quantity and diversity of
audio-visual information into the home than
can be transmitted over-the-air. It is capa-
ble of precise geographical coverage and pre--
cise interest-group coverage. It lowers the
cost of transmission and makes extensive com-
mgp}ty~based programming possible. Through -

- leased channels it can open up television to
public access, which has not hitherto been
feasible. Its educational potential, hardly
explored at-this time, is great; and, through
two-way communications, it offers both inter- .
communication and the receipt of visual and
other materials on demand." ‘

"It should additionally be pointed out
that the presernt benefits of cable, although
limited in comparison. to the medium's poten-
tial, are of immediate use and value to the
poor and to neglected and 1mpactea areas of
the Nation's c1L1es.

"OEO therefore believes that the public
interest in general and the interest of OEO's
clientele in particular require a Federal
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pOlicyrthat permits and encouraées the growth
of-cable‘systems at this time.“i '
The Department of Justlce in Comments submltted to the
FCC recently, sa1d~ L S } : -

"Two premlses pervade the Commlss1on ]
" analysis....The first is that television.
. broadcasters are being subjected to 'unfair
" competition‘gfrom CATV operators;:and tre
 second is that there is a public interest in
preserving marginal television broadcasters from -
failure by various cross- sub31dy devices and :
restrictions aimed at CATV. We submit that
. both. of these are 1ncorrect as a matter of
pollcy E (Emphas1s added) IR s

[

‘ "The Commis sion states that ‘the regulatory
~ plan of distant 51gnal 1mportat10n must ‘'dovetail? -
with ‘Congressional action on cooyrlght We. dls-.

‘agree, w1th this assumptlon." ‘%_ »
"[W]e stlondly believe, except‘where basic
'5‘m1n1mum television .service is at stake, compe—
“titive restrictions should not be placed on CATV
~to protect over-the-air broadcastlng. So far
~.as subsidy to public television|is concerned,
-we believe that this goal (even if laudable)
- should be left to ‘the Congress. and supported
“out of general revenues, rather than belng
levied by the Commlss1on agalnst the CATV
1ndustry." B - ; -
“The Department of Justlce has empna51zed
in earlier filings that broadband cable techno-
logy holds the key to a new world of beneficial
- communications services for all [the- people of -,
the United States. And we have‘con51stently
urged that the. new technology be permltted to-
reach its full potentlal as a communications :
medium. But for CATV to reach its full poten-~ﬂ
tial, it is necessary that it be permltted to
compete effectively, on its merlts, w1th the
. broadcast and other nass medla. : , :
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THE BEGINNING OF CHANGE

In July of 1970, the‘Commission caused’a‘flurry;Of

"activity which seemed to indicate @ new resolve to

accept the responsibility which accompanied its assertion
of regulatory authority over cable television.

 PROGRAM ORIGINATIONS

By,rule, effective August 14; 1970, the time for
commencement of mandatory origination (See, First Report
and Order in Docket 18397, 20 FCcCc2d 201 (1969) for systems

of 3,500 subscribers or more was extended to April 1,
1971. A rule precluding the cablecasting of lotteries
(lotteries have three elements: prize, chance and con-
sideration) was also adopted. o
2 system may not make arrangements which inhiibit
the use of its cablecasting channel for public affairs
programming during prime time. For example, entertain-
ment-type CATV orlglnatlons must not bar public affairs
programning. . :

In addition, generally, if a CATV system makes a
per-program or per-channel charge, 1t may not carry com-
mercials, or present series programs, Or present sports
events which have appeared on commercial TV within the
past two years, or present movies which were released
in theatres more than two years ago, on those channels,
Not more than 20% of the programming on those channcls
can be movies or sports. .

Ominously,,the warning is given that, if cablecast=-
ing threatens commercial television, "remedial action"
may be taken. Memorandum Opinion and Order in Docxet
18397, 23 FCC 2d 825 (1970) The two-year rule on sports
may be increased to five years upon completion of a
rulemaking proceeding in which comments have been sub-
nitted. :

FEE SCHEDULE

On July 2 the FCC adopted a fee schedule for all
CATV systems of 30 cents a subscriber annually, effective
August 1, 1970, with the flrst payment due April 1, 1971,
Filing fees for notices of commencement of service and
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petitions for special relief ‘are $10 and $25, respectively.
Fees Schedule, 23 F.C.C. 2d 880 (1970)

CROSS OWNERSHIP RULEQ

By rule, effective*AUguSt’lO,-1970, the three
national television broadcast networks are precluded
from owning, operating, controlling or having an interest -
in CATV systems; TV stations may not have CAIVs wholly or '
partly within the TV's predicted Grade B contour; and,
translators may not have CATVS serv1ng “the same communi-

Ly. Of course, the reverse is also true for CATV.
Systems cannot own the three broadcast networks, TV
stations, or translators under the same circumstances.
Second Report and Order in Docxet 18397 23 FCC 24 816
(1970) :

A new section added to the FCC's rules (74.1131)
notes that "control" means actual working control, and
"interest" is interpreted as common officers, directors
and partial as well as whole ownership. Special consider=—
ation is given to public corporations with over 50 in- - ,
vestors (1% common ownership prohibited) investment o -
companies (3% common ownership prohibited), and stock '
held in street names, etc. Three years is allowed for
divestiture, with opportunity for extensions. s

CARRIAGE AND NONDUPLICATION

The present carriage and nonduplication rules are
continued, and the documents seem to anticipate the
filing of informational reports already proposed by the
FCC. It would also appear that the Commission will
continue the freeze on CATV expan51on in telev151on
markets until new rules are adopted

THE PRESENT PROPOSALS

The Commission's present proposals generally pro-
vide for new rules in several areas.

- PROPOSALS ON CROSS AND MULTIPLE OWNERSEIP

' In a companion rulemaking proceeding, Docket 18891,
Notice of Proposed Rule Making and of Inquiry, 23 FcC 24
833 (1970), the FCC proposes rules which would preclude
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CAlV and AM radio cross- ownerQth if the cable system is
located within the AM ‘radio qtatlon s primary service
area, and which wou]d preclude CATV and FM radio cross-
ownerahnp if the CATV system were located w1th1n the

FM rddlo qLatlon s l mv/m contour., '

'leltatlons on mu]tlple owncrohlp of CATV systems _
of over!|1,000 subscribers are also proposed. -For purposes
of multiple ownership, all systems within the same

anddrd Metropolitan Statistical Area (SMSA) under

conmon owuerqh1p are treated as a single system. Where
there 1s no media crouo—ownersnlp, ownership of 50 systems
would be allowed; of the 50, only 1 could be located in
the three'largest SMSA's; 2 in the top 10; 3 in the top
25; 4 in the top 50; 7 in the top 100; no more than ‘10

in ad701n1ng states; no more than 5 in the same state
with orly one in a top 100 SNSA. ‘

IF the CATV has cros 'S - ownership with more than 1 TV
or 2 AMys or 2 FM's or 2 newspapers, ownership of only
25 qystems would be allowed of which only 1 could be
_ocapedlln the 10 largest SMSA's; 2 in the top 50; 4
in the top lOO- 5 in the samne. or. adgo:nlng states, with
only one in a top 100 SMSA. A :

\
| :

Aé an alternatlve,'or perhaps an addition, a to
limit of 2,000,000 subscribers with a 10% growth fact
woulo be imposed. "Ownership", "control", and "intere

uld be defined the same as in the cross-—-ownership ules.
An 1nou1:y was started into cross-~ownership between CATV
and E”V”q, newspapers, microwave carriers, equipment
manufacturers, national news magazines, advertising
agencies, ‘and unnamed others. '

l

. TECHNICAL. STANDARDS

I
\
\
|
?

;he FCC also prooosed rules cettlng technical stan-
dards fOL CA1V systems in Docket 18894, Notice of Pronosed
Qu]emakunq 25 F.C.C. 2d 38 (1970). The technical pro-
posals 1nelude a qqucﬁted 20 to 40 minimum channel capa-
city, two-wgv capability with a 4 K Hz return from sub-
scribers, and capability for soparatc program origination
certeré in "communities" within the franchised areas.

The proposed performance standards do not prescribe methods
or klnds of equipment the CATV system must use,vnut do
-requlr? annual compllqnce_reports,
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The proposals list seven new deflnltlons~ cable
television channel; channel frequency response- ‘system
noise; subscriber Lermlnal~ termlnal‘lsolatlon° visual
signal level; CATV system channel capacity. Complete'
performance tests will be requlred once a year and
certified to the FCC. The tests must be ‘performed at
three widely separaued subscriber termlnals, one of
which is representatave of termlnals mosL dlstant from
system input,

The proposed standards w11] requlre a mlnlmum
signal level to subscribers of O dBrv (1 mllllVOlt in
75 ohms) . The level is to be malntalned within 6 dB
of the value reported to the commission. Adjacent
channels must be within 6 dB and visual 81gnal level
. on any other channel nmust be within 10 dB. Aural
signal levels are to be within-13 to’ —17 dB of the
associated visual signal. Visual carrier frecuency
must be held at 1.25 MHz ¥ 25 kHz above the lower
boundary of the cable channel The aaral carrier fre-
quency must be 4.5 Mz I 1 KHz above the visual carrier
frequency.. Low frequency dlsturbances, such as hum,
may not exceed 5% of the peak-to- peaK visual 51gnal
level. Amplitude response must be within ¥ 2 @B for
frequencies within -1 MHz and +4 MHz ‘of the visual
carrier. Signal to Noise ratio at subscriber termlnals
for Grade B signals is propos ed at 35 dB. .Discrete
frequency interference, cross—modulatlon, 1ntermodu~
lation, co-channel, etc., signals must be suppressed
46 dB below desired visual level. The proposed stan-
dards include a terminal isolation of not less than 30
dB, except between separate TV and FM terminals at the
same subscriber where it must be not less than 15 dB.
Systems ‘would have three years to be brought into com~
pliance. :

THE PUBLIC DIVIDEND PLAN

Of major 1mportance to che growth of the CATV
industry was the FCC's proposed rulemaklng in Docket
18397-A, Second Further Notice of Prqposed Rulemaklng,_;
24 F.C.C. 24 580 (1970) . The FCC said it is searchlng
for alternative dlstant smgnal p011c1es wh;ch w1ll- '
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(a) assist independent UHFs and ETVs;

(b) not undermine heathy operation of other
TVS ; .

(c) bu,"fair“ to copyrnont owners- and,

(d) allow sufficient distant signals to
permit successful CATV operatlon 1n
majox markets,,

The Commlsslon ereused tnat its proposals were
merely "oropoual*“,and are denendcnt on legislation

making CATV liable for copyrlght payments.

CORPORALTON FOR PUBL,IC BROADCASTING FEE

In addition to a copyright royalty payment, which
presumably would be made by all CATV systems, the FCC
proposed to impose a fee (5% of gross revenues from sub-
scriptions) --on CATV syutcms in the top 100 markets only--
to be paid to the Corporation for Public Broadcasting (ETV).
Even systems of 2-3, OOO in top-100 markets may be exempted .
from such paylents. It was proposed that a television
market would be defined by 35-mile circles computed from
present market reference points.

'CARRIAGE OF LOCAL AND DISTANT SIGNALS

In top-100 markets,-lf the pfOpOSdlu are adonued

CALV systems could carry local s:gna]s, pornaos "missing"
network stations, four distant independent commercial
signals, and unlimited distant BTV signals (provided they
were not objected to by the "local" EIV licensee or permit-
tee at the time notice was given.). Independent program-—
mlng on distant network stations could be counted as an

"indeperident" signal.

In the smaller markets, CATV fy:Lﬂm) could carry
local Jgnde, plus four dagtant commercial signals (in-
cludes "missing" network signals in the total of Lﬁdl),
and unlimited distant ETV,sighals,(again; provided the
local ETV licensee or bermittee’djd not object). Local
signals would be predicted for local signals in over-
lapping major markets. CATV systems outside of any mar-
kets could carry unlimited distant signals.
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On imported distant 81gnals, éommeroials'WOuld be
deleted and replaced with cowmercs als plQVlded by local
commercial stations (primarily 1noependent ‘UHFs). Fund
appeals on imported EIVs would be similarly replaced
with fund appeals provided by the local ETV. The switch-
ing cost for commercial substitution was proposed to be
imposed on the beneficiary stations. | It was proposed,
however, that CATV systems bear the cost for ETV fund
appeal substitution. However, the FCC desired comment
on whether CATV systens should help bear the cost 1n any
event,

Where there are overlapping major markets, commer-
cials would be substituted by TV stations putting a higher
grade contour over the CATV system’ after commercials were
deleted on local, bu lower grade contour, signals.

The expense and .income from commercial substitution
generally would be shared first by local 1naependent
UHFs, then by local VHFs (afte: waltlng two years for
UHFs to’ ‘develop); and, by any statlon Wthh WdS able to
prove spec;al hafdshlp. : ;

LEAPFROGGING !

If distant signals were to .be imported,; the FCC
proposed partially to relax the present leapfrogging:
restrictions. In top-100 markets, two of the four
independent signals would have to come from in-state,
if available. In smaller markets, the "missing" network
signal, if ani, and two independent s;gnals would have
to come from in-~ -state, if available. ' There would be no-
other restrchlons on leapfrogging. The FCC did not
discuss the availability of mlcrowave facilities ror‘
distant signals. : ' S

CABLECAQTlNG CHANNFLS

The FCC proposcd at lea°t in the "core city" of
major markets, to rcqulre capacity ;or ‘diverse ‘program
orlglnatlon. ‘For example, the cablecastlng requlreme“t
is continued (perhaps 10, 000-subscriber systems will be
required to originate 21 hours a week in prime time with
an undisclosed percentage to be of" "local nature") and
new systems of 20 or more channels might have been required
to provide 50% of their channels for origination on demand.
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A "spor s blackout" on crigination channels correspond-
ing to that of broadcasters would be 1mp0°cd

In addition to the CableCauLan channecl, the new
CATV systemns would have to have the capacity to carry all
local television 51gna1e, and to provide for at least
one free local government. channol free local public
acceus.channelu, leased channelo andg channels devoted to
instructional uses. The Commission stated it will take
appropriate action to irsure avgllab111+y of leaocd
channels, - 1nclud1ng rate surveJllance, if necessary,

GRANDFATHERiNGf

Most ex1sLJng CATM uystcmg would bc “granaLeenered
In top-100 markets, if a CATV syetem extended its trunk-
line into new areas it would lose its grandfather status
in the new area (as a. pr“celcal natter, that would probab-
ly mean the entire system). In smaller markets, CATV
systemns could expand. W1nh1n theilr. frenchised areas. But,
if the system added a new signal or expanded into a new
community, it would, penhaps,-not be allowed the full
complement of alstan skgna]s propoged for amall narxets.

The forog01ng were the major pxoposals rela Llng to
CATV system operation under the Public Dividend Plan.
There were other proposals, alternatives, and hedges.

FEDERAL/LOCAL REGULATTON OF CATV -

The FCC also proposed rules which would preemdpl
regulation of CATV based on a federal-local government
dual regulatory approach, Notice of. Proposed Rulenaking
in Docket 18892, 25 FCC 2d 50 (1970). Under the Coi-
1iésion s preferred appgoach, the FCC would retain regu~-

ation of carriage and distribution of Lelev151on 51gnalu
and of progrom originations

- The local govCrnment:would determine the successful
applicant for‘uSe of the public ways by measuring all
applicants against stanjards set by the FCC. The suc-
cessful applicant would be certified to the FCC which
would then, presumably, license the CATV operation. CATV
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System.“overbullolng” mlghL be con51dered 1n the standards‘
set for local entities. o : : : ;

The FCC hedged on whethér it intended to preempt
services ancillary to TV signal distribution, by disclaim-
ing that its proposals'"do not go to the p0551ble future.
use of CATV cable for other communlcatlons serv1ces.;.

A‘maximum 2% of gross‘revenuesiis suggested for
future local franchise fees; existing franchises woulad
be generally grandfathered. e T o

From the cable television” 1ndustry s point of view,
the Commission's regulation of cable television as a free
competitor is complicated by State regu]atlon as a non-
competing utlllty. See, Connectlcut General Statutes,

CH. 289, §§16-330 to 333~ Nevada Revised Statutes, SecLlons
704 and’ 7ll VermonL Statutes ‘Annotated, Volume 30, Chapter

;. §§501 to 507; Rhode Island General Laws, Section 39-19-1

gg seq.; Hawail House Bill 1922-70. State public utility
commissions, through the National Association of Regula-
ry Utlllty Commissioners (NARUC), are agitating for
adoltlonal state regulation of cable television systems
with liutle regard for national commuhications policies.
‘States may regulate cable television untll the Commission
specifically preempts the field, TV Pix Inc. v. Tavylor,
304 F. Supp. 459 (D. Nev., 1968) aff'd., 396 U. S. 556. 1In
the estimation of the cable telev1s1on 1ndustry, the addi-
tional burdens, conflicts and. the lack of a settled regu-
latory atmosphere create an almost chaotic condition,
naking long-term planning impossible and restricting the
availability of long-term risk capital Difficult to
reconcile is the Comm1551on S . perLormance in this area
with the Commission's statement that it has "asserted full
regulatory jurisdiction over cable...#' Notice of Proposed
Rulemaking in Docket 18892, 25 F.c.c.‘?z'd '50 (1970); ‘

- It seemed as clear to the CATV 1ndustry as it dld
to the Court wnen the Couru sald
", ..[I]t seems clear that as the outlines
~of the CATV problem emerged the Comm1551on acted
“within the scope of the Act' and con51stently
with the broad purposes of the Act by treating:
its responsibilities as comprehensive and per-
vasive., Any other determination would tend to

fragment the regulation of a communications
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activity which cannot be regulated on any v
realistic basis except by a central authori-
ty; fifty states and myriad local authorltles.
cannot effectively deal with ‘bits and pieces

~of what is, really a unlfled system of com—. -

‘ munlcatnon. The Supreme Court aptly character~'
ized the functlonal aspect of the CATV systems ,
as an 'essentlally unlnterrupted and properly
1na1v¢s1ble eream of communlcatlon'" B

General Telephone Companv of Callfornla et al V. F C C.,

413 F. 24 390, at 401 (D. C Clr., 1969), cerL.»den,, 396
U. S. 888 (1969) ‘ ‘ ‘

LEGISLATTVE COPYRJGHT REVISTON

The penultlmatc major area where ﬁhe Comm1531on

, regu]atory pOllClCS have pldyed a significant and

troublesome role is in the efforLs to achleve omnibus
revision of the national. copyrlght statutes., The Com~
mission had expressed concern. that cable telev151on
systems Were not bidding agalnst broadcasters for exhibi~
tion rlghts, ‘and for time and territorial exclu51v1ey.

First Report and_Order on CATVL,38 F.C.C. at 704 (1965);

and, ‘Second Report and Order on CATV, 2 F.C.C, 2d at 778

(1966)

At flrsL, durlng cons:deratlon of H R. 2512 in

- the 90th Congress, the ‘Commission stated the copyrlcht

legislation should be a meld of copyr:ghe,vcommun:caulonsv
and antitrust pol:c1es-" : T

'"Such a rev1s1on may well reLlect not just
--cooyrlght but also communications and antitrus St
policies (see Foanlqhtly,case, 392 U. S. at jo
- 401). - Indeed section, 111 of H.  R.: 2512, dealing
»eXuen51ve]y w1th CATV copyright mauters, was . not.
‘passed by the ‘House largely because it had not
been considered by the: committee charged with com-
munications- policy. (See 113 Congressional Record
H3624-3626,3636-3637,3644~3647, 3857-3859; cf.
“Fortnightly Corp.. v. United Artists, 392 U, S. at
401, footnote 33. ) Inwshorta,any revision, dealing
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as it must with- concepts such ‘as: adequately
and 'inadequately serVLCed areas, orlglnatlons,
etc., might well be: a mcld of copyrlght ‘Com-
munications and antitrust pollc1es. Tt would -
thus constltute, to a 31gn1flcant degree, the
legislative guideline which the Commls ion has- -
10ug sought and would welcome in an ‘import ant'
new field such-as CATV. The Comm1ss1on would,
of course, cooperate fully in this most im~ -

portant congressional endeavor." 15 F.C.C, 2d at 433.

By letter of March 31, 1967, to:Chairman Harley O.
Staggers, the Commission supporited Sect cion ‘111 of H. R.
2512. That isection dealt with prospective copyright
liability for cable‘télevi550ﬁ'$yeteme,7and generally
provided that a system was exenpt from royalty oaymentS‘
if it was a relay to hotel and public ‘éstablishments -
where no extra cnarge is made, or an 1nstructlonal or’
educational Vi a ‘common carrier; a non- proflt or govern=
ment organlzatlon, or a distributor of only local signals.
However, the' exemption could be lost: 1f any of  the pro-
grams were altered, or if the CATV ‘system originated on =
more than" two channels. The origination would not have

been commercially sponsbred, and could have consisted only-:

of weather, time, news“(wifhout editorials), form reports,
religious services, and the proceedings ‘of local govern-
mental bodies.- The exemption would also have been lost
if a per=channel or per-program charde was made, or if
programs carried were broadcast for receptlon.only‘by"
"particular members of the public." The exenption would
also have been lost if "distant" signals were ‘distributed
in areas where there were three local network broadcast
signals available, or where the local stations had
exclusive ‘copyright licenses for local exhibition of
programs which would’have“appearé&"@n”the imported
distant 51guals and notice of 'suchrights had been given.
Where the exemption was. lost,’ CATV systems in- areas with
less than three local networks were required to pay a
"reasonable license fee;" in areas where there were no
local signals available,- CATV systemns . would have ‘no - lia-

bility; in all other cases, there would Pe full liability
for damages.
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That section was stribped from the bill when the
bill passed the House and was sent to the Senate.

In an effort to find a compromise which could form
the basis for a.new Section 111, the NAB and the NC1A
staffs agreed on several principles. but the agreement
was rejected by the NAB Bonrd of Directors. : The principles
provided genera]ly that except for small or renote CArV
systems, all ‘systemns would be liable for copyrlgnt
royalties. CATV systems wou]d have had a compulsory llcense
for local s:gnals and for as many distant 51gnalo as
would bring the comp]embnt up to three networks and three
1naependents Leapfrogging (1mporLat10n of more distant
signals as opposed to more proximate available signals)
would have been prohibited. CATV systems could have
originated programs (cablecast) and advertised, but the
FCC could have proh:blted interconnection. Within their
franchised ﬁreao, ex1s;1ng CATV systems would have beon
gLanQLaLhered as to'service. The present FCC rules on
nondupllcaulon would have been retained, and within the
Top 50 TV markets, CATV systems would have had to protect
Grade A signals against distant signals for the run of
the copyright exclusive contract and Grade A signals
against Grade B signals for the copyrighted program's
first run on syndication. In the other TV markets CATV
systems would have had to protect Grade A signals against
distant signals for the first run on syndication.
. . B ) /
 The last version of Section 111, appeared in S. 543.
It provided generally that master antenna systems, non-
profit or government owned CATVS, common carriers, and
instructionallﬁdnprofit-CATVS were exempt'from'copyright
liability. Other CATVs were granted a statutory licens
for aural signals, "local" TV signals, signals 1mporued
into areas outside of any TV narket, and 1mporged signals
needed to bring basic TV service up to: All networks
plus three independents and E1Vs in the top-50 markets,.
and all networks plus two independents and ETVs in the
other TV markets. If a CATV system was located in a tv
market, it would have had to protect "local" signals
against "distant" signals' duplication on the same day.
In addition, in the top 50 Tv markets, CATVs would have
had to give additional "run of the contract” exclusivity
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protection, and in smaller markets=-" flrst run on
syndication" exclusivity protection, A sports "blackout"
similar to that observed by broadcasters would have been
required by CATV systems All ex1st1ng CATV Systems woqu
have been grandfatherea as to 51gnals carrled on the date
of enactment ‘of the bill. Because a statutory llcense was
granted the sectlon also created a s*hedule of royalty
payments ranclng ‘from l to 5 per cent in $40 OOO quarterly

- gross revenue 1ncrements, of which 15% would be dlstrlbuted
- to music owners. On payment of an addltlonal 1% per sig-
nal, the FCC could authorlze the 1mportatlon of addltlonal’
s1gnals. : - ’

At that p01nt by a March 11, 1970"letter to
Senator John' O. Pastore,_the Commlss1on switched its
' 1eglslat1ve position with respecL to the copyrlght Dlll
Its new recommendation was that communlcatlons oollcy
should not be melded 1nto ‘the copyrlght statutes.v Many
observers. felt that this switch in position, coupled w1th
the FCC-imposed freeze on CATV, killed S.543. ~However, it
appears that new omnibus copyrlght leqlslatlon whlch
1ncludes CATV will be again considered in 1971.

TELEPHONE COMPANY RELATIoNsl”f

Because CATV systems use utility poles for attaching
their cables, relations sometimes became strained between
CATV systems and telephone companies. ‘The strain was .
-greater in instances where telephone companles were the
owners of competing CATV systems, and culmlnated in cases .

like Telecable Corporation, 19 FCC 2d 574 (1969) and Manatee

Cablevl51onJ Inc., 22 FCC 2d 841 (197C)._ The Bell System

can not own CATV systems by reason of a 1956 ant;trust con-

sent decree, U. S Va Western Electrlc Co., Inc., and AT&T
Co., Civil Action 17-49 (N.J., 1956), 13 R.R. 2143. Not
‘being able to own CATV systems, the Bell system offered
a channel service which the. 1ndustry called a "leaseoack "
The oLher major telephone companles soon followed suit..

, In 1966 the stralned relatlons}were put 1nto focus
by the Commission' S 1nvest1gatlon in The Assoc1ated Bell .
System Cos., 5 FCC 2d 357 (1966) , modlflea.6 FCC 24 433
(1967) ; California Water and Telephone Co., 6 FCC 2d 175
(1966) , 6 FCC 2d 441 (1967); The General Telephone System,

, . .
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6 FCC 24 434 (1967);MCommoﬁ"CarrierﬁTarifgsffqr CATV Systems,
4 FCC 24 257.(1966) . Ultimately, the Commission designated
some general issues for hearing, including whether the .
leaseback tariffs were fair, or whether the telephone comn-
panies were unreasonably discriminating or showing un-
reasonable preference or ‘prejudice, whether the leaseback
tariffs conformed to the statutes and rules, and what are
the telephone companies' pole attachment rates, practices,
and policies.

Later some issues with respect to leasebacks were
spun off and expedited, which resulted in affirmance of
the Commission's authority to act in this area,_ General
Telephone Company of California, et al v. FCC, 413 F.2d 390
(D.C. Cir., 1969). The pole attachment issues are
presently pending hearing, which has been expanded to in-
clude electric utilities, Memorandum Opinion and Order, 22
F.C.C.2le(l970) and, see, Memorandum Opinion and OCrder,

23 F.C.C. 24 840 (1970). : '

Interim procedures for requesting certificates of
public convenience and necessity for leaseback service
were announced on August 9, 1968, 20 F.C.C. 24 752 (1968),
and the Commission announced a rulemaking proceeding to
inquire into the relationship between CATV systeins and
telephone companies. A Final Report and Order in Docket
18509 was adopted in January, 1970, 21 F.C.C. 24 3067 (1970)
promulgating rules found in §§63.54 to 63.57 and 64.601
and 64.602, see also 22 F.C.C. 2d 746 (1970) which pre-
cluded telephone company -~ CATV system cross-ownership
in the telcphone companies’'market area. Televhone com-
panies were given four years to divest of property which
violated the rules.

CONCLUSTION

- While the mass of CATV-connected policy issues
looms large, the CATV industry feels that immediate
resolution of three basic, issues will solve most of the
pressing problems. Those basic issues are:. Distant signal
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importation in major markets; federalipreemptionﬂof:'
.regulation; and, control of telephone company pole
attachment agreements. : - : : :

‘Januéry 25, 1971

National Cable Television
. “Association, Inc.
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STATE OF NEW YORK"
EXECUTIVE CHAMBER
NELSON A. ROCKEFELLER, GOVERNOR

Ronald Maiorana, Press Secretary B
518-474-8418 (Albany)  212-JU-2-7030 (N.Y. c.)

FOR RELEASE:
SUNDAY
'~ JANUARY 10, 1971

Governor Rockefeller today released the contents of avwiQe—ranging
Public Service Commission report on community antenna television
systems, in which the Commission recommends state regulation_of CATV.

The report was prepared at the Governor's reques: after a six-
month study. It was ordered last July 1, by the Governor in a letter.
to PSC Chairman Joseph C. Swidler.

Upon receipt of the 300 page'report the Governor sald

"I am tcemendously interested in thefdevelopment of CALV systens
within the state and am deeply aware of theilr enormous potential as
communications media. In that spirit, I asked for this report in the
belief that the people of New York State should know that the rates,
services and operations of CATV companles are des¢gned to serve the
public interest. .

"CATV was the focal p01nt of many leﬁlslatlve measures in the
1970 Session and, although none was adopted, the interest they
inspired figured in my request for a comprehensive study and report.

"Chairman Swidler and his staff, especially Commissioner William X.
Jones, tackled this enormously complex subject with admirable '
.energy and skill. The report and the recommendations afford us much
needed material for consideration as we enter the new leglslative
session."

(Alcopy of the letter of transmittal from Chairman Swidler to
the Governor and a summary of the Public Service Commission report
and recommendations are attached. )

Attachment
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State of New York ‘
Public Service Commission -
Albany b

Joseph C, Swidler j
Chairman : o 44 Holland Avenue

December- 31, 1970

Dear Governor Rockefeller:

In response to your request of July 1, 1970 the
Public Service Commission has investigated the operapions
of CATV systems in the State of New York and.submits here=
with 1ts report thereon. : o N ) i

Among the questions posed in your letter is _
whether regulation by .the. State is .in the public interest
and if so the form such regulation should take. We have
concluded that State regulation is necessary ,to protect
present and prospective users of CATV services .and. to
insure that this new communications medium will make its
full contribution to the public welfare-through :the whole
range of, services which it is now or may hereafter become
qualified to perform, including improvement of standard
TV reception, program origination, broadening of scope
of television coverage available to subscribers, the
development of public service, educational and cultural
programs, the transmission of business and technical data
and, ultimately, -two-way communication which would provide
a new versatility for this communication medium.
Technological development in this new-industry is very
rapid, and one of the key reasons for State presence is
to assure that its potential is fully exploited for the
public good. . } C o

Cable television, or CATV, serves approximately
300,000 households in New York State. Concerned primarily -
in its present stage of  development with the transmission
and dellivery of television signals to communities lacking
any or an adequate number of local television'signals, the
CATV industry is still in its infancy. The industry has very
large potential for growth, both in terms of the magnitude
of the market served and in terms of the nature of services
rendered. In the latter connection, CATV systems already
have demonstrated a capacity to originate -~ as well as relay =--
television programming, and a variety of educational,
governmental and business opportunities are envisaged fo
this new industry. : .

CATV systems have tended to develop on a mono-
polistic basis, with only a single system operating in
any given geographlcal area. Because of the substantial
investment required for cable facilities, it is desirable
that the most technologically advanced facilities which
are economically justified be installed at the outset,

50 that the full potential of the medium may be realized.
As only one of the instrumentalities of communications,

however, CATV should be reviewed in the context of other
communications services -- over-the-air television broad-

casting on the one hand, and telephone communications on
the other.

Cable television 1s now regulated in some respects
by the federal government, acting through the Federal

Communications Commission, and in other respects by the muniei- -

palitigs in which the systems function, pursuant to terms of
franchises granted by the municipalities. This report :
recommends that, notwithstanding existing federal and municipal
regulation, there is a necessary role which the State of New York
should undertake in connection with CATV, and that appropriate
regulatory authority should be granted the Public Service

Commission to enable it to fulfill the State's responsibilities
in this important area.

(more) 100
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Federal regulation of CTATV has focused primarily
on the programming practices of' CATV systems. The FCC v
has been concerned mainly about protection of television
broadcasting stations, both commercial and educational,
from fragmentation and diversion of their audiences.

The FCC also has sought to encourage, and even compel,

the origination of additional television programming by
CATV systems. - In addition, . it has sought to prevent the
CATV industry from being dominated either by the telephone
industry or by the television broadcasting industry. ' More
recently, the FCC has proposed regulations which would .
limit CATV relations with radio stations and newspapers;
establish technical standards for CATV-systems; specify
certain categories of programming that such systems would
be obligated 'to carry; require CATV systems to contribute
5% of their gross revenues to educational broadcasting;
and would limit municipal franchise fees to 2% of CATV
gross revenues. The FCC specifically has inquired as

to the relation of federal regulation to state and local’
regulation and has suggested-the desirability of a

State role. 1In its absence, the FCC is llkely to fill

the gap with 1ts own revulatory programs.

Municipal f“anchises frequently regulate such
matters as rates to subscribers; discrimination among
subscribers; provision of free services to educational
and governmental bodies; observance of various standards
in the construction, maintenance and operation of the
CATV system; maintenance .of insurance and performance
bonds; and limitations on. transfer of the franchise.

The terms of CATV franchises vary widely, however, and
with respect to some matters they are particularly
unsatisfactory, because they are inflexible or
unenforceable or both. In other respects, existing
franchise terms reflect an appropriate balancing of
public and private interests in securing for the

community both revenues and services from CATV operations.

The recommendations for State regulation
Iincluded in this report are not intended to supplant
local regulation by the municipality concerned. The
role of the State, acting through the Public Service
Commission, would be to supplement local regulation,
in limited. areas, and to insure that certain interests
of a Statewide nature are adequately protected.

Each municipality would remain free to select
the applicant it considered best qualified to operate
its local CATV system, and to obtain for its citizens
the maximum benefits to be derived through negotiations.
with various applicants. However, the applicants would
be required to meet minimum standards of technicdl,
financial and character fitness established by the
Public Service Commission; the construction and opera-
tion of the proposed CATV system also would be required
to conform to PSC minimum standards; and PSC approval
of the franchise would be required in order to assure
conformity with these standards. Existing CATV systems,
and those under construction, would be “grandfathered”,
that is, normally they would not require PSC approval
in order to continue operatlons.

{

\

Rates for CATV service would be determined
by negotilation between the municipality and CATV
operator at specified intervals. The Public Service
Commission would be called upon to act only where the
franchise failed to- stipulate rates; where the franchise
failed to protect subscribers .against discrimination;
or where the parties were unable to agree upon new rates
in the.course of renegotiating a franchise. Rate
regulation by the PSC also may be required in the event
the CATV" system undertook common carrier operations, or a
rate adjustment was required in special’ circumstances--~
downward to reflect poor service or upward to faclilitate
system improvement. ~ (more)
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Supery ‘ioen of- CATV service would 2 exercised .
both by the munlcipality and the PSC, with tue expec»aulon
that the former would have the primary responsibillty for
day -to-day surveillance of CATV operations.  However, the
PSC could act where .provision of service was unreasonably
delayed or extension of service was unreas onably withheld
or where the municipality was unable to prevent a
deterioration of service. The PSC also -‘would have
authority to prescribe standards of .service ‘more deflnlte
than those contained in most.franchises, and would be
in a position to adjust the standards to refllect -changes
in the state of the.art, in the community's needs, and
in the economics of the industry. This.is :an area in
which flexibility to meet future .developments is partic-
ularly important and where the powers of the State should
supplement the franchise contract for the protectlon of
the publlc.'

State standards would not res»rlct municipalities
in such areas as franchise fees, provision of free
services by the CATV operator, and requirement of access
to CATV channels for educational, governmental or other
purposes. - In the absence of common carrier:operations,
the PSC would require channel access-at variance with the
terms of the franchise only if a need arose for Statewide
networking, of a public nature, over 1nterconnected :
CATV systems. .

The PSC would have power to control renewal
amendment and transfer of applications, to the same extent
that it would set standards for initial franchising.
Abandonments would not require PSC approval except in
limited circumstances. The PSC also would have authority
to limit undue. concentrations of mass media control
(subject to FCC limitations); and to require. appropriate
insurance, inspections and reports relating to CATV : .
operations. To assure fair reporting, it would prescribe -
a uniform system of accounts.

Looking toward the future development of CATV,
the PSC would have authority, when a system reached a
particular size or a particular level of economic devel-
opment, to require that: the system convert its operations-’
to that of a common carrier. At such point,:the CATV
system would be required to limit its functions to those
of a communications carrier (although it could retain
programming -and other-affiliates) and would be fully
subject to PSC regulation as a common carrier. Access by
others to CATV channéls would be assured on a non-discrim-
inatory basis, and, in addition to the requirement that
the CATV systems observe any franchise requirements
respecting public service obligations,-the PSC could
establish parity among various systems in the State by
prescrlbing Statewide public service obllgatlons

Whether or not common carrier status is achieved
the PSC would have authority to require the 1nterconaectlon
of systems, and to resolve any difference among nunici-
palities where a CATV system required multlple franchlses
in order ‘to conduct a viable operatlon. :

CATV systems .would requlre local franchises even
if the transmission function was performed for them by.
telephone companies (contrary to existing law). .Landlords..
would be prohibited from interfering with the access of
tenants to CATV.  And provision would be made, ‘to permit
municipalities, or non-profit organizations designated
by municipalities, to acquire. CATV systems at a future
date on equitable. terms. .

The PSC would occupy a middle positlon between the
municipalities and the federal government. On the one hand, it
would set general standards for, and provide advisory sexvices‘.
and technical resources to, mun1c1pa11t1es engaged in granting.or -
seeking to enforce a CATV" franchlse. On the other hand; it would -
represent the State's interest in proceedings before. the FCC, in
order to assure that:federal regulation would be designed to.
permit the CATV industry.of the State to develop and expand along
lines consistent with the long -run public interest. .

. (more) . 102
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As thus limited: and defined, the role of the
PSC would not be incompatible with a substantial measure
of "home rule" for municipalities in those instances
where CATV systems serve as truly local institutilons.
Many of the recommendations are intended.to make munlcipal
regulation more effective. Under these recommendations
PSC regulation would not hamper CATV growth .and development --
indeed, by seeking té influence FCC policy in a positive
manner, the PSC should facilitate the growth of New York's
CATV 1ndustry. to a substantial degree._  Finally, the
measures -proposed will assure that CATV subscribers are
adequately protected; that the development of New York's
CATV industry will produce a Statewide system capable of
interconnection and compatible .with the developing state
of the art; that the public interest will be protected
against undue concentration of control of ma2ss media in
New York State; and that access to this new medium will
be provided to all users on equitable terms -- in particular,
those seeking to employ CATV channels for public and |
educational _purposes.

The preparation of "the report was assigned to
Commissioner William K. Jones, who has the benefit of
familiarity with the procedures and Jurisdiction of the
Federal Communications Commission through studies he

‘made as research director for a committee of the Adminis-

trative Conference of the United States, and as consultant
to the FCC and the Ford Foundation.. He .also had the
benefit of public hearings on CATV recently held before
the Assembly's Committee on Corporations, Authorities and
Cormmissions under the chalrmanship of Assemblyman Robert
Kelly. 'His report-is directed to the Public Service
Commission. The report has been the subject of Commission
study and discusslons, and we submit it to you with our
endorsement as the report of the Commission.

Sincerely,
(Signed) Joseph C. Swidler

Hon. Nelson A. Rockefeller
Governor of New York State
Executive Chamber

State Capitol

Albany, New York

- (more)
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Summary of the Publjc Service
Commlssion Report on CATV

A. Franchils iny

Existing CATV companie, actually engaved in
operations should: have their‘ﬁranchlses confirmed..

Outstanding unexercised franchises should also
be confirmed if either the franchise and the franchise
holder meet minimum PSC requirements or -the franchise holder
has engaged in substantial conutruction of lto system e

The choice of the issuance of new. franchloes
should be left to the nun101pa11tv to be served subject
to the following: : »

(a) Applicants shall meet mlnimum state qualifi—
cations as to technical, financial and character fitness.

(b) Proposed system shall meet minimum state
requirements as to construction and operation.

: . (c) Applicant shall file with the municipality
and the PSC such .information as the mun1c1pa11ty and_ the

PSC require. The PSC shall require 1nformation relatlng to

(1) the proposed system (ii) the applicant's technical
financial and character qualifications to construct and
operate the system proposed. The PSC may require supplemental'
information. _

.(d) New Municipal franchises shall become effective
only after approved by the PSC. The PSC may only disapprove
if ! )

e the appllcant does not conform to minlmum state
qualifications;

-- the system proposed does not meet minimum state
requirements, or

-- the grant of the application would violate

state law or regulation or pollcy of the
PSC. ‘

The PSC should certificate systems directly
only where a viable system requires a franchise from more
than one community, and the communities involved are.
unable to agree upon a franchise for a single operator.
Such certification would specify the terms and condltions o
of the franchise.

The PSC should prepare model franchises for muni-

cipalitiles of different sizes and aid municipalities seeking
guidance. ' .

The PSC should not be able to preclude multiple
operations in the same community.

Prior P3C approval should be required in the case
of a transfer, renewal or amendment of an ex1sting franchise.

Restrictions pertaining to franchise term, franchise
exclusivity, or the procedures for obtaining franchises
could be 1ncludﬂ' in state standards.

B. Rates

The PSC should not regulate rat»a generally at
the present time but should limit its rate actions ta the
following areas:

(1) To assist municipalities in assuring that
rates fixed in the franchise are enforced.

" (more)
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(2) 1o fix rates where a franchlse does not fix
rates elther generally gr in a particular context.

(3) Whether or not required or permitted by the
franchise; discrimination among, subscrlbef similarly
situated shall be prohibited However, free or reduced
rates to governmental, educational or charitable institutions
shall not be considered.to be unjustly discriminatory.

(4) 'No franchise provision relating to rates
shall bind a munic1pa11ty for an initilal period longer than
ten years or a subsequent period longer than five years.
If a system declines to renegotiate rates (on an unrestricted
basis) ten years after the date of initlal issue of the
franchise, or five years after the date of any renewal, or
if the municipality and operator are unable to agree on
rates prior to the expiration of the initiil ten-year perilod
or subsequent perilod, the PSC should fix the rates.

(5) If an operator 1s converted to a communications
common carrier the PSC shall regulate rates in the same
manner as any other common carrier.

(6) If the system falls to meet any statutory
or franchise obligation, the PSC may reduce rates. In the
event service improvements are directed, the PSC may ralse rates.
Additional areas for PSC intervention may become apparent .
in the future if municipalitles do not adequately protect
their residents. .

C.. Service Qualityf

The PSC should have the follow1ng powers, regardless
of the terms of the franchise:

(1) Where construction or operation of a system
is unreasonably delayed or extension of service to all areas
within the franchised territory is_unreasonably withheld,
the PSC may either (a) vacate the franchise for non-use, or
(b) order the construction and operation needed to correct
the delay or withholding of service. In determining whether
delay or withholding of service 1s unreasonable, economic
feasibllity shall be the principal criterion.

(2) All systems shall be constructed and operated
in accordance with technical standards established by the
FCC &and the PSC. The. PSC should.urge the FCC that, whatever
stance 1t ultimately takes on technical standards, it should
not preempt.supplemental State standards (at least in the
absence of a determination that the supplemental standards
conflict with Federal standards.)

(3) Systems shall maintain local offices or
telephone connections in the communities they serve.

(4) Deficiencies in service shall be promptly
remedied. )

(5) The municipality and the PSC shall be regularly
notified of the complaints of subscrlbers and the manner in
which they have been met.

(6) The PSC and the municipality should have joint
service. Either may act, but the municipality should have
the prime responsibility. The PSC would act only if (i) it
receives complaints directly from subscribers; (ii) the
municipality requests assistance; or (iii) it 1s apparent,
after, consultation with municipal officials, that PSC action
is required in order to assure.adequate service.

‘Service standards more definite than those included
in most rranchises should be .established by the municipalitie
and revised as necessary in light of the state of the art. Thev
should. police them with experienced personnel where called upon
to do 503 and enforce them with rate deductions or other
appropriate measures.

- more -
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Municipalities should not be excluded from ‘the
service area to the extent their service requirements are
not inconsistent with federal or state réguirements. If
dissatisfled with an existing operator, the municipality
should be free to franchise a competitor under the same
conditions as any new entrant might be franchised (and to
cancel the outstanding franchise 1f grounds ‘exist).

D. Service: . Major Changes in Exfsting.Service

. .As the state of the art advances or community . - -
needs expand, the PSC could require: - (a) a larger R )
number of channels, (b) two-way capability, (c) community
origination centers or filtration arrangements, (d) additional
facilities for interconnectlon, or (e) other major changes » -
in the system. . .: . .

It 1s recommended: .

The PSC should be authorized to require changes
in CATV operations--such as additional channels, two-way
capability, additional origin points, filtration devices,
and interconnection facilities--where necessary eilther to-
conform to FCC requirements or to implement a Statewide
objective of overriding concern. That if such changes are .
ordered, the PSC should consider the costs and, 1f substantial,
permit the systems to increase rates. If the change enables
new service offerings, the cost may be recouped by charges
for the new service. In the case of changes not required by
the FCC, and in matters primarily of local rather than
Statewide concern, the PSC may order an operator to canvass
its subscribers indicating the changes proposed and any
additional rates required to implement the changes. If a
majority responding approve the proposed changes, the PSC
shall order their implementation and authorize any rate
increases needed to implement them. S

E. Interconnection and System Coordination .
The. PSC should determine, from timé to time, whether
a minimum system size is necessary to afford satisfactory ser- :
vice. If such minimum is found, the PSC should issue - &
regulations to be applicable to initial franchises, renewals,
amendments and transfers of franchises.. ‘

F. Common Carrier Operations

When ‘any single system reaches 50,000 supscribers;
the PSC could convert the system into a “communications
common carrier as to rates and services.'" The effect would be:

(1) " The system could no longer originate programs.
Program production operations would have to be placed in
a separate corporation which could continue to be affiliated
with the communiciations common carriér and use one or more
of its channels, although it would be treated as Jjust another
customer - for. tariff purposes. o 3 i ’

(2) As to all channels other than 'channels
furnished free or at reduced rates pursuant to the franchise,
and those used for retransmitting over-the-air broadcast
signals, rates would be required to be just and reasonable,
and in accordance with a filed tariff. C

Leased channels’ could be classified in accordance with
use, and some leased for lower rates than others; for some chan-
nels, employed for community purposes where the franchise does:
not so require, the eliminatlon of .tariff charges might be the
most appropriate means of achieving parity among dirferent.sys—: .
tems. The PSC should direect such changes.’

Systems should also be subject to common carrier
regulation whenever they engage in common carrier operations.out-
slde:the video fleld--as, for example, data transmission or other
point-to-point communications ‘subject to separate charge. When
such common carrier operations become a substantial part of the
%ﬁ%ﬁ?tor‘sbusiness,-a conversion to common carrier status should ¢
oW, > R o
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G. Franchise Fees, Free Channels and Support
for Education

The PSC should not regulate franchise fees,
free channels for public purposes -or various methods .of
supporting educational efforts. These matters should
be left to the "package" of benefits in bargalning with
applicants. The PSC should urbc municipalities to seek
channel access for municipal and educational purposes, .
rather than overly high franchise fees in bargaining for
the best "package" of benefits from franchise applicants. .

Systems should not pay any.portion of their
revenues to or share their profits with State or local
educational institutions. The FCC's proposal to requir
CATV systems to pay 5% of gross revenues to the Corporatlon
for Public Broadcasting should be opposed, as should the
FCC proposal to limit municipal franchise fees to 2% of
gross revenues.

The PSC ohould only intervene in this.area:
(1) when systems are converted to common carrier status,
or (2) when significant interconnection of systems becomes
feasible on conversion of ‘a system to common carrier status
franchise requirements for free or reduced rates for
municipal and educational purposes should be continued
where required by the franchise for its duration. Where
no such requirements are included in the franchise, or
upon expiration of the franchise, the PSC could impose
some such requirements to achleve some parity among the
systems in meeting public needs, and to make feaelble )
1f the occasion arises, Statew1de access for educational
networking. If significant interconnection occurs in
the absence of conversion to common carrier status, the
PSC could require such channel access to permit educational
or other public CATV transmissions designed for Statewide use,

H. The Role of the Telephone Company

_Munlcipal permission should be required for local
CATV operations whether the operator is going to use its
own lines or those of the telephone company .

The FCC should be urged to disclaim jurisdiction
over telephone services designed to accommodate unaffiliated
operators having municipal consent. (The appropriateness
of the telephone company's tariff to the CATV operator can
be evaluated by the PSC in the same way that any other
tariff provision is evaluated.)

The prohibition against telephone operations
in the CATV area should not be expanded to allow such
companies to provide channel service to CATV systems and to
engage directly in those communications services which
do not involve the retransmission of television broadcast
signals. Municipalities should not be foreclosed from
Tranchising new entrants into CATV and related fields
(whether the telephone company or some other CATV appllcant)
by a requirement of state certification.

I. Landlord-Tenant Programs

Landlords should be prohibited from:

(1) Interfering with CATV installations desired
by a tenant, as long as the above conditions of const, landlord
specifications, and indemnification are met.

(2) ‘Accepting payment either from operators or
from tenants to permlt serv1ce in his buildlng.

(3) Dlscriminatlng in rental charges between
tenants receiving CATV service and those not receiving servicec.

Operators should also be ppohibiﬁed from making
payments to landlords and from discriminating in chaiges
between tenants and homeowners similarly situated.

(more) 107
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J. Concentration of Control

Whatever stance the FCC ultimately ‘takes on
the issue of concentration of control, 1ts. position should
not preempt additional requirements 1mposed by state and
local authorities, at least in the absence of an affirmative
finding that the local or state requirement confllcts with
federal policy.

The PSC should prescribe minimum stanéards on
concentration of control of mass media and communications
facilities, including:

(1) Affiliations between operators and those
who sell, repair or install television sets.

(2) A ceiling on the portion of State population
that may be served by one or several affiliated systems.

(3) Affiliations between systems and other local
media of mass communications, such as daily newspapers and
radio stations (assuming the FCC does not take preemptive
action on these affiliations, as it has on certain other
affiliations).

(4) Arfiliations between systems and those who
use, or supply, the systems, including program producers,
computer and data processing firms, electronics equ1pmenu
manufacturers, and the like.

K. Otheéer Measures

The PSC should also regulate in the following
areas: : . ;

1. The PSC should prescribe minimum levels of
liabillity insurance to be carried by operators.

2. The PSC should be empowered to require (a)
access to facilities and records of the CATV operator by
both state and local officials, (b) submission of reports
by the CATV operator to state and local officials, and -
(¢) maintenance of uniform systems of accounts by CATV
operators.

3. The PSC should regulate transfers of control,
amendments and renewals of franchises as they would an |
initial franchising. These transactions also would afford
occaslons to update obsolete minimum criteria pertaining
to system construction and operation into line withidévelop~
ments since the issuance of the initial franchise.

L. There should be no absolute prohibltion
against unapproved abandonments. However:

(a) 1In the absence of franchise provisions to
the contrary, no operator may abandon service, without
municipal and PSC approval, prior to the expiration
of the franchise or in contravention of its terms.

(b) -Where not precluded by the franchise
service may not be abandoned without six months: notice
to the municipality and the PSC. i ‘

L. Representation Before the: Federal
Communications Commission

The PSC should assert State interests before the
FCC. Such participation should extend, not only to
matters under active State and local control but also
%o matters excluslvely subject to FCC control and matters
which should not -be regulated. . e : ‘. '

w

(more)
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M. Federal -State Relations

1. There are areas where action by both federal
and state agencies 1s appropriate:

(1) The FCC should adopt technical standards
pertaining to signal quality after consultation with
state and local officials, but afford latitude to state
authorities to modify and adapt to local conditions where
appropriate, and to insist on higher standards where not
inconsistent with federal policy.

’

(2) Both State and Federal agenrcies should be
empowered to require interconnection of CATV systems  °
when in the public interest (the State being limited to
systems within its borders).

(3) States should be permitted to insist on
conversion as long as no Federal policy is contravened
(the FCC could act in the same .area if it chose to do so,
and, to the extent that it did act, its actions would be
preemptive).

(4) The FCC should defer to state and local
judgments in cases of television salesmen and repairmen.
Data transmission users are difificult to classify.  ilere
perhaps joint consideration by Federal and State authorities
is appropriate (although the problem is not an immediate
one for CATV systems). The FCC should continue to act in
those areas where the federal interest appears to require
action, but additional 3tate measures should be permitted
in the absence of compelling contrary Federal interest.

2. The following areas should be left to State
and local control:

(1) CATV service generélly.‘

(2) Franchising of CATV operators.

(3) Rates for CATV service..

(4) Franchise fees and public service offerings.
(5) -Landlord-tenant reiatiohs.

(6) Telephone company operations.

(7) Program regulation.

The FCC should defer to State and local regulation on
the above and not undertake regulation at the Federal level.
If an assurance of minimum standards is required, the FCC
snould not attempt to formulate its own minimum standards
but should announce that Federal control will be forthcoming
unless a State agency certifies that it has general authority
to regulate essential aspects of CATV operations, or has
authority effectively to supervise municipal regulation of
such operations, or has some combination of such authorities.
Tre I'CC could then proceed to establish Federal standards
for states lacking any standards whatever, while declining
to exercilise jurisdiction over systems in states with an
effective system of state control or combined state and local
control.

- 30 -

‘109



REGULATION OF CATV DISTRIBUTION
| SYSTEMS o

 Presented By
REESE H. TAYLOR, JR,, Chairman
 Public Service Commission of l\jTeirada
Panel Member
at

Convention of the National Cable Television Association

San Francisco, California
8 - 9 A. ].Vl:c

Wednesday
June 25, 1969

110

L2l



f>

®

REGULATION OF CATV DISTRIBUTION
SYSTEMS . = .

' Good morning ladies and gentlemen. ' It is indeed an honor and a

pleasure to appear with this panel at yoﬁf-.I:\Tatidné,lv Convention. ':.A'Ithéugh

I feel somewhat akin ‘é?o‘Dapiel"in"éhé’”lipéls"d'e'n", berhaps a number of you
may be’ Iﬁ'e‘fsuaded to a"c'ce_‘pt ‘rri'y‘v'iév;/é regarding state :re‘v‘gx.zliati‘o‘n'.of‘ CATV
distribution sySfems , p#fficuléf‘ly since my poSitinn} 1n Iigﬁt of the possible
al’cerﬁative s, is -pre'd'ica.’t_ed upqri a firrn.k Bel‘ievf éha.t stateb reg*uiationl is not
only best for the customer, but bes_f for the ;indu's"try as well! |

 Wein Ne‘yada are probably the nation's strongest boosters of CATYV.
A look at the map and the»'d.i'sitribﬁtiOn 6f our pOpl‘llation will tell yoﬁ why.
With a large géogi‘aphic area and only ‘two u'rbaﬁ cent‘eré, rnos'tkof our
sparsely-settled state is comp’rised’ of small and highly remote communities

which cannot support their own television stations. In these circumstances,

- CATV provides an important link between Nevada's srnall communities and

the rest of odr state and country,

At the present time, we Eé\}é a total of eight ‘CA'I“V systems in
operaéion.' Furthérmore, we have just sélectéd two of seven épplicarifs to
provide "CAT'V service in Claf‘l:(-Céunty, Whei‘é Las Vegas is’ loca"ce‘d'. Asa
result, -wé'aré hopéful' thé”irﬁpqi‘éatién of distant signals into Nevada will

not be frustrated by the F.C.C. 's::pro"p;)sed rules ‘fegardih_g' retransmis siqh

‘consent agreements. In fact, our concern is such that the Governor and

the tMa‘yo‘ridf Las 'Veéas have i'd"raft»évd' official sv‘tavteme»nt'sv fbr'pfeséntation to
a ‘c"omxvni:tt‘e‘e of the House of R-é'i:iré':-;e"nta"t‘iiré’s“{.” so ”éhaé Nevada's prbt‘e“st N
against the F. C C.'s 'p:f'?opdsédi'i rules can bé made a fﬁaéter‘of, record. Th1s -
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‘, may give you some idea of the importahc’e"'of CAI‘V to Nevada, the extent to
; . : |

which we are dependent upon it, and the firmness with which we will oppose
any effort to obstruct its future development, = -

' . ' : i .
rAly’ong with our dedication to CATV, we reciognize, its advent has pro-

duced a great deal of controversy as to"whetherv: oi’r not distribution sysf:ems'
svhould be ‘regulated, end if se; ‘by.v;vha_.t re‘gu}ator;‘trragenc‘y and puf;uam- %cO v

what regulatory approach. | In searching for answ%e_rs to t‘hesei ques"cions@ it
n'rustbef noted a definite tvre‘nd is now ex_n__erging‘w}\élereby more and‘ more of

the sraall independent systems are being in_te,g,ravte\td into large, well-financed

combinés, and insofar as the future is concerned, it appears safe to forecast
‘an even greater acceleration in the race for additi\onal acquisitions and

|
consolidations. This reading of the crystal ball is consistent with the
predictions of those who visualize CATV as one of the best new prospects

to become a billion dollar industry - provided, of ;_cou_rse, future development
is not hamstrung by ill-conceived federal regulati?ns! ‘_

It cannot be ignored, however, that while the CATV industry has been
. i '
experiencing rapid growth and expansion, the public int‘eres_t__has become
. : o f
increasingly involved and this involvement has: led to. a wideni_ng demand
\ .

that CATV dlstrzbutlon systems be sub_]ected to regulatmn. At this ,point, it

might be well to deﬁne the spec1f1c area sought to lbe regulated as that portion

\
of a CATV system which_extends from the point_of!

1

delivery at the head-end to

the place of customer recept'ion, This def:_',mi“ti_(‘)n s}‘tems lfr.orr_‘l the fact the F.C.C.

has already asserted undeniably exclusive jurisdic‘ition over the importation of
. ' i : -
distant signals to the head-end, in_a‘ccordvca_.nce_witﬁ thez a,,uthqrity vested in that

, L |
agency to regulate broadcasting. Therefore, my remarks today are d1rected
: \

2o

|
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towards the matter of regulating, within the confines of the foregoing
definition, -the franchising and 'the service, facilities and rates of CATV
distribution systems - a field which the F.C.C. has not yet preempted.

"As to the necessity-of such regulation, one doesn't have to read many
CATYV periodicals to realize you in the indu_s't,ry are squarely opposed to any
regulation of ﬁzour distribution systems.  This is to be expected. Busi_pesémen
don't often invite regulators to share in thé exercise of management pre-
rogatives. In being wholly realistic, however, and regardleés of whether
or not it is justified, you are ‘go'ing to have to accept the fact that regulation
of your CATV distribution. systems is inescapable. Consequently, despite my
own syr_np"afhy with some of your arguments, no useful purpose can be served
by debating here the pros and cons of regulation as such. - The far more
important questions for you to cénsider are:

First, who will do the regulating; and
~Second, what regulatory approach will be follo.'we_d.

Before examining these quéstions, it should be emphasized that
regulation of your di’stribution‘ systems cannot be limited to service and
facilities. Rate regulation will have to ‘be included. Service and rates gb
hand in hand, and there simply isn't any fair or effective way to regulate one
without regulating the other. Ther'efofe, ‘you zl.ould resign yourselves not - -

only to the inevitability of regulation, but also to the fact that such regulation

roust necessarily incorporate the setting of rates. '

In considering the question of who will do the regulating, there are

actually only three alternatives - the federal government, state governments,

or local county and city-officials. Taking the last alternative first, it is a
' /



matter of record that most of the re‘gp.lat‘«mnfc,u‘-rr
distribution systerns has been ,implemeh-ted bys:the
goverhmenté. " Moreover ; history. has éhown that
local offi‘ciais, trying to ‘act‘as ‘CATV. rveigulato,rs;,

because in most cases, county and city council ck

competitive auction blocks where the prime consi

>
=]

1

ently affecting CAI‘V

‘,off‘ici:a;ldbm‘r of local .
left to their own devices,

‘have been largely ineffectual,

™

:ambers have simply become

o

deration has been potential

revenue to the county or municipality from franchise fees, and not protection

‘ . . . T . , : | . :
of the subscriber in terms of insuring adequate service at a reasonable rate.

o -

In addiéion, without a technical staff to supply the
officials have been largély unequipped to cope wit
of CAT.‘V técimology, and as already indicated, 'w
given to super*;rise éervi;e ané. rates has béen 151‘
hazardly applied.

With regard to the alternative of federal ref

by someone far more knowledgeable th/ari"‘myself,

necessary expertise; local

h the rapid-fire devefloplnénts ‘

hat authority they have been

" .
gely unexercised or hap-

gulati'on, much could be said,

concerning the various

regulatory pronouncements of the F.C,C. ina nu

mber of areas associated

|

with the. operation and maintenance of CATV faciiitiés. However, the best. .

‘ genefal statement I can ina.ke‘ is that the F.C.C.

an exercise of the Commission's licensing autho

‘and until very rece'ht_ly, ‘a strictly hands-off attitu

respect to the regulatory: considerations "affecting

However, as witness the certification requirémen

telephone companies providing CATV =se‘rvi‘ce',..it

e

rity in the br

has so far confined itse].f to

| o .
oadcast area, .

de has been taken with
local distribution systems.

t recently imposed upon

cannot be presnmed the

F.C.C. will remain inacéivé f_ovr_ev‘e'r..-“ Neve.rthe,l‘_e‘,ss, ‘preemption is not yet

upon us, as demon-str-a.ted,b_y.:t_he_ rvéce;;t,‘ and Wel_l'f

three-judge Federal Court in our Né\iada,"TV;,Pix

N
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‘couple of yqu,ot:e_s;bv o
nThé dyﬂé.mic raféidly_c,hangix‘lg tgc‘hpojl‘og\)if.ﬁ‘ii radio and telev151on
‘.’r‘v‘??dcasﬂtméis i11- suited to sp%?ki‘ﬁ?‘C'F"":?g?’é.s-sién%%_g‘,‘id?hneS t° -
4 régul.ato.r;/_bauthb"ri»tj.r.fb The needforthe g‘;-efa.tvevsé,flle,}l(:i“b:iilityj

'comménd,s the desirability of vesting in the Commission (F Cc.C.) .

o

- the power of Congress :> »rgemipt or not to preempt areas of control

FI

-~ which might otherwise be invaded 'by“‘the _sta.,,e‘s." ‘Thus, whether
preemption has in fact'o_c_cgrre,_d', ‘in‘vva'lidat_ivr}g the Nevada"

e

;'J;.I :

B NN

Comrrim‘xity »A.n't'e.nna» Telev1smn System La,w;_}}l»rfider t‘ée’ Svp remacy ‘
) Clauée ofi' the Coribs__\ti;tu.tio%;, 1’ depends on whétlmr ‘lche\‘F.ede‘_rﬁalv ‘ )
' ‘Communic‘ations‘_ Comrms sv/viov,n‘ l;xa.s_; 1n ‘f,a‘,c‘:'t , re_gu‘latie.';;l'vix} thls Za‘re:ﬂ'
va'.nd nqt‘uppn\:vhei:‘her_ithé’s the ipo'we;rﬂto’dg _s‘o.‘ | 'Ifhg Vst;avtvt,be sta'vtute:»,
Mat least so long as any powé_r the (Comrmssmn) ma}y fhé.vvel .
re’mains F\db?ma.;ni.: and ukl;lfe‘J;ércis‘e;Q" "!l,"' is va,lviid‘, énd ‘conétitu:_"ti’o,nal‘v‘. .
A li‘ttl‘e further on, “the /Opini_on' ‘_st‘:"ate s':‘ | | |
~''Not only hé.s: the.‘ . Cc failed to éfémuigate .r,eguiatio;is: .
conce rnihg’ 'rate.s‘,i>4qua.1ity 'df s_er,viA:c;.ev a;nd‘f,rtamv:.his\,e;s. of - »'
cq’mmunify antenna :cpmpiani‘es,t it;hé%s,.' thr'ouv‘gh, the' ‘ye,ar‘_s‘;
'b ‘ so‘ughi.:,t‘q eschew l,egisla_,tivej ai;_tho,rijfy in-this ,a;_r‘ea‘i”ﬁ" ‘- |
The c.ou.rt tben. refe:.j-red t‘c > a1965 pfonoql;xc.efnenf ‘by thé F C C __a.‘i’xd‘ ‘rrvlé‘ol.e

!

~the followingcomrhent_-wi’ch r.e-,.'spec‘t_ :their;_evi:q:.‘,..» |
"ih viev& Qf the flv.id-a.@}iofity‘inte};déd and fe‘dﬁired_tc; be ’v‘eev;t_edv ,
in the Corﬂmigsion vf_(F C C ) ‘;tob. copew1th ‘chang»i‘r}g .‘f:"o‘nlditiOnsf‘i‘n -
thg’ ,ind}us-try}-a,‘s,‘the.y preéen‘#_i:."»th‘iémsekl.ve,s, _we,pfe_fz,er tvo v1ew vthev;se;

pronOL}ncgmehté of the F. CC ‘AonIyX‘:a‘.s ir:r{efﬁt,ab;ble'_‘ Vevide‘ncbe,obf tl%e v

..5. -
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absence of preéen’c intent to régula.te\ and preernpt state aﬁthority

in the field of CATV franchises; rates and service!. .
It shoﬁ.ld be crystal clear from the lla'ngp.’ag'e’ quoﬁt;(l that un‘l_éés'»é.n‘d until”
the F.C.C. moves iritb the'; é‘féé, ‘statfe're‘guiat'ioh of CATV distribution -
systems wiil continue to_b‘ié.’;vaklid. Acddf_cfii{gly, if ‘the states will accept thé

foregoing invitation, the F.C.C. may well"be'dis‘sua’de-d from occupying the

field, and I have to believe this would be 'highljr»d'ekg.‘irable'forl several reasons,
the three most important of which are as follows: | -~

1. The F C.C. is barely abie to kgép_up‘ w1t[h i‘ts_.. Bfe's'e.nt :
“'work load, witliou.t‘becbr;-;iﬁg l_viopele"svsly ’é)dgge'd.doWn
in the maiter of re gulatirig'C-ATV distribiﬁién systé'ms."
2. dne of the basic réasoﬁs, E‘ehind the cﬁ_rvrcfant defna‘nd for
effe-cﬁtive' regﬁlé,fién 1s éhaf. mo’dez‘-na day éATV .céi-hb_iries ,

|
B

have largely rernoved top system management personnel

from the degree of close contact with subscribers that once

prevailed. -'Accordir;gly,‘ to veéf all regulatory responsibility -
in a V‘.’ashihgton:égency of ‘the federal. gq’v}ernmént would- only
remove the .r-eg.,ula‘tors" ba.'s Qell fxv'o'mrra‘nyd.egree' of clc_SSe B
contact with éhése t'haizz-arek 'expt“acted""it'c‘) ben"eﬁ‘t :from their
regtﬂa.tvi\on.' ‘ | |
3. .T;)o ‘mucbh powcvr has éife‘ady been 'g:r#-nted to th‘eb P
éénti‘aliéed government in Washington, »pi),-rtibcula.rlyy
W1th respect to' rggﬁlafdry édnsideravt'i,qhsl iﬁvolving
eS»Seintv:ia'lly local 'p-roblenis. tl.iat"a‘,r'ei'lv)e' st handled at
" the state l'evei." | |
| 6. |
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- In my opinion, the third altevnative, i, e. state regulation of CATY
distribution:systems, is by far the most atiractive for -all concerned. 3o

far, only Nevada 'a'nvdv_Cgpné‘ct‘ic;utﬁha\%e seevn-ffijt;tqi_a‘dop't:‘ CATV ,rég_v.latoryi

~legislation, and both of these states. have assigned fu 11 resp bhs“igilit y to their -

utility commissions. However, regulatory legislation has been proposed in

the following eleven states: Arkansas, Florida, Maryland, Massachuseits,

New Jersey, New York, Oklahoma, Pennsylvania, Vermont, Washington and

- West Virginia. Inaddition, the utility commission in Puerto Rico is now_

' asser'cmgJurlsdlctmnoverCATlestnbutwnsystems :_f .

: ‘Cu;- regulatory é}ipe r1encewnhCATV 1nNevadadatesback to early

1965. In that year, our Commission, acting upon:-complaints of poor service

and excessive charges to subscribers, initiated an investigation to determine’

whether or not the public interest required an exercise of regulatory authority.

Faced with inadequate siates, the legislature, in 1967, adopred ou presen
CATV law giving the Nevada Public Service Commission power io act in the
following areas: | |
1. The authority 0 issue certificates of public convenience and
* necessity in accordance with preserived legislative guidelines.
2. The powe to direct the construction and operation of reasonable
extensions and the authority to order the making of easonable
repairs and improvements, |
3. The power to revole, suspend or alier a cortificate wpon
' certain specified grovnds, ' |
4. The authority to regulate rates, including the responsibility

to see that all rates and charges are reasonable and not




unJustly discrimmatory as to any person,! class of

person\, or locality L |

5.' The respon51b111ty to approve mergers arid consohdations.

l

T ,.i‘v’» .
P

6. The right to fmd that the pubhc mterest r]equires an exercise

of the power of eminent dornain in behalf <:>£ ’a certificated

L€

CATV compa.ny seeking to use the W1re s,

conduita, cables or
poles of any other pubhc utility, provrdedi such exer01se w111

V
A
|

not create— substantial detrirn-ent to the 'service rendered by

the other utility nor canse 1rreparab1>e m_p‘ar;t .to eaid utility
" v’As for our experience under the foregomg statutory prov151ons, we are
really Juet gettmg our feet wet.v__ Quite recentlir; as lkirxdica,ted earher, we
'conditionally granted two of seven apphcants the ringt to provide CATV
service in Clark Countyb Of. mterest to you should llae the fact tr.at one of

the unsucces ,s'ful applieant s was 'th_e‘ . l_a_r ges t‘ inde pelndi;ent tele _'phjone co’mpany m

Nevada. As a regulated utility accustomed to dealing with our Commission,

you might think the ,telephone company'ivould have put- on the'be st case.

However, m obJectively applymg our determmative oritena, ‘we found the
telephone company s pre sentation lackmg, and I feelwicertam any other group
.of state regulators would have .reached the samevc.Oncﬁ:lusion,.' . Accordmgly,
those of you who fear state commisvsmns may show undue preference to
telephone utilities should abandon your fear! | l‘

 The second area of major concern, i.e. the regulatory approach to be

followed for GATY distribution systems, dos not lend itself to easy analysis.
Even in Nevada, we have hadwr doubts regardmg th%P”Pthofpub“ |
utility regulation, Partiéu’latlvfrem thé stantlpoix‘it bf{aé‘counting practices,
| e -
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v

~and the exclusive righ‘t to serve within a dé’_sig'ha.tedﬂ 'a_,‘re'a are positive
‘ advanri»:’é.g'efsv of public ;\it,ilit'y‘vré'g’ul'ation; ‘In any event, despite Nevada's .

: "cdmmitme,ht't.o the public utility approach, let me suggest two Jokth'e'rf‘

 rate base determinations, and setting a fair rate of return. We definitely
' recognize a degree of flexibility will be required, and perhaps even some.

legislative modification of the method we now use to determine rate base.

-1 suppose it vbc_'é.ri'Bé?ar'gi;_ed also t}lé,t‘»the distribution of television signals
vd_o‘é_’sn't r‘c,,Qn_s”citx‘ité"La‘n:_essen‘tial se'riricef_li;ke water, electricity, telephones

~and gas. On the other hand, the provision of a fair return on investment

J

LY

1
e,

alternatives by which st-'ai:e_v régu..laﬁi‘on"cah' be implemented: -

- 1. Inthose states with sufficient financial resources, it is certainly

_conceivable the regula;tionqu CATV d-i’s'triblv»l‘t‘ibn ‘systems can be handled D/

~an indve‘peli'id'e'nt‘s,tate afgency - one not w“é‘dd’e{d to traditional public utility

concepts. ..
2. Inthose states without the financial resources to support a new .
independent agency, the state lég‘islatu‘re can devise a complete regulatory

package f_qr'kappii‘c':a'.,tion and administration at the ‘county or city level, and

~this package caninclude fuﬁdingyforét ljeba.s't a»sn'iall‘techniCal>staff.

. In closing, it is my pdsitidﬁ that xjeg:é;'rdléssr of any question about the

public utility regulation of CATV distribution systems, the franchising and

the service, facilities and rates of such systems will inevitably be regulated,
“and 'rélying'upon this 'premise,' I _am‘convincé_d_ the Statés constitute the level
" of government best suited to provide such regulation, from both industry's

‘standpoint and that of its customers. However, if you are not convinced,

further Oppdsiﬁon to state regﬁia.tid,r’xﬁwill fuvltima‘.tely’lead to intervention by
9. -
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the F.C. C.k, wﬂich I wviiev‘vy as a: I‘"nOSitY unfort:lnate prOSpect Consequently, ‘I "
urge you to étand witlh us 1n fc;.stériii:xig s;cate regulatmnof your CATV d1s- |
tribution isykrstemlsA,‘ because time i.s r}unhilﬁé out, ua‘h.“n-dii:f ;ro;i ‘fail .tof. Jom us,

I am sure you é.nd yo‘ur‘ subslcirib;ar;:.‘ Will léng rue itf‘le :dia.{thé{ FC C. n{ovés
in to fill the va)cuu;;q.

Thank you very much.

10.
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£ 3

Before the
General Assenbly of New Jersey
Commlttee on Transportatlon and Public Utilities

STATEMENT OF AMERICAN BROADCASTING COMPANY

 American Broadcasting‘Company owns and operates N
WABC'(AM, FM'and°Tv), NéW‘YQrk Citv, AM, FM aﬁd TV )
stationsvin ChicaéQ,’Det:bit, San Francisco and Los
Angeles and_AM and FM sﬁatioﬁs in'Pittsburgh'and
Hbuston;' ABC alsovOperétes}patiohai'television’and
radio ﬁetwofks. It has no cable intérests;‘ |

As a majdr:natiOnéi communications company, ABC
has long interested itself in'the'emergence of cable
serVicéé and has pafticipatéd‘ consistently in fedéral
proceedlngs,'and frequently in state proceedlnqs, con-

cerned with developnent of this 1ndustrv.

I. Prellmlnary

It is,difficult,”at this~point in the devélopment
of CATV regulations at the-federal level, to défine,
confidently, a proper regulatory role for the states.

It seems apparent that'thé federal government has com-

plete authority,; if it chooses to exercise it, to regu-

late all aspects ofvcéble serviée. ‘United States v.

Southwestérn—CablewCo;;'392‘U.,S._157'(1968). . The ques-

tion asvtoiﬁhe'extent tQVWBich the federal government
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S
'>w111 choose to exerc1se thlS authorlty)ls,'as vouvknow,
now under actlve con51deratlon as a result of ‘the Com-
mlss1on ‘s July; 1970 Notlce of Proposed Rule Maklng 1n'
Docket No.-18892 | |
A state cannot now be certaln of, or decide’ upon{_
particular areas where it may properly:assert 1ts regu-
flatory.power, At the same’ tlme, DockeF No. 18892 (and:u
earlier Commission pronouncements)‘1nd1cates a. de51re_v“
upon the part of federal authorltles,»that‘there be
significant~stateoryotheriiooalfregulationof:qahle':
»sérvices.‘ | | o “
ﬁWith these-oonsiderationsrin»mind,.it.is.the purpose-r
of ABC 'S . statement to suggest a proper emphas1s whlch may
‘be placed upon developlng state regulatlon.,~That em—j
phasis, in ABC's view,‘should' insbroad”terms, exist
(1) in: the development of local publlc serv1ce and edu-
"catlonal ‘programming. by cable systems and (2) in ther»
‘development of regulatlons relevant to’consumer protec—
tion. ‘A fair and adequate compensatlon to local author—
ities for-assumption and eff1c1ent admlnlstratlon of
these regulatory_respons;bll;tles,,bynway‘of:ﬁranclse_v.

|-

fees, is also, in ABC's view, essential. .
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~II. Promoting the Develcpment of Local,
Public Service and Educational
Programmlnd by Cable Systems

Avfundamental objectlon v01ced by many persons
(publlc and prlvate) to w1desoread development of cable’
services is that 01th substantlal economlc power on a
‘natlonal scale, the 1ndustry could develop resources suf—:
ficient tO'Siphon;from over—theealr telev151on some or

‘all of'thecbest‘prégraﬁning;bparticularly entertainhent

and sportS} noﬁ proVided;hy thatameans;v The’pnblicfin—o
terest problems arlslng from such an eventuallty are"
falrly obv1ous It would mean that the publlc w0uld have

,to pay a fee for programmlng whlch 1t now receives over-

: the—alr; members of the publlc who could not afford or
chose not to make the necessary payment would be de-

prlved of the programmlng; those members 6f the publlc

to whom - cable serv1ces ‘were not ‘available would be wholly
deprlved of the opportunlty of v1ew1ng it, even for a

vfee; and the effect upon network and local telev151on operatlons
arlslng from the loss of such programmlng would: be to reduce
~or eliminate thelr abllltles to prov1de publlc service, news

and other spec1al-events programmlnq»and coverage, now usually

123
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\'produced from proflts made through other programmlng
The Federal Communlcatlohs Commlss1on has 1ndlcated

that it Vlll not permlt such an eventuallty See Flrst Report

and Order, 20 FCC 2d 201 204 (1969) The cable 1ndustry, or
some members of 1t have 1nd1cated that they have no lntent
to produce such a result o O A o 3

The Federal Communlcatrons Commlsslonlhas,”rather,
'1nd1cated that 1t env151ons for cable a role whlch would |
',ultlmately produce 1nnovat1ve, dlverse and truly dlfferent

programmlng, w1th an empha51s upon locally orlented serv1ces.“

© ABC has never quarreled w1th the publlc 1nterest value for such
a role in cable serv1ce, 1n fact,vlt has\conSLStently encouraged'
the development ol cable along such llnes

-The problem, however,'remalns as to how to effectuate\
the development of cable 1n such a manner.} The Federal Communiél
catlons Comm1551on has adopted a rule whlch requlres systems
aof certain 51ze (and by a certaln date) to operate "to a 51gn1—
flcant extent as a local outlet by cableoastlng " (Rule 74 1111).
The Commlss1on has thus far decllned to go further and prov1de
more spec1f1c guldellnes whlch would be effectlve to produce the
result which its rule, in general terms, contemplates. To_'
accompllsh thlS stated goal 1s, in ABC s v1ew, ‘a proner functlon
for 1ocal regulatlon. | |

We belleve it approprlate for state authorltles affirma-

tively and spec1f1cally to requlre.orlglnatlons truly'lnnovatlve;
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truly'different and responslve to local needs.‘ These origina*
tionsiwould‘fall prlnc1pally 1n areas of local publicbserviceﬂ
and educatlonal programmlng L o | H

- As cable orlglnatlons‘deveiop and as requlrements for
orlglnatlon are 1ncrea51nq1y 1mposed (perhaps even ekpanded),
”1t should be recognlzed that the easy and’ relatlvely 1neypens1ve
route for cable operators to follow w1ll be orlglnatlon de-l '
voted to other klnds of programmlng ; The purchase of syndlcated
product feature fllms and the 11ke and thelr productlon over.
minimal orlglnatlon fac111t1es Wlll prove less burdensome than;
‘w1ll the efforts necessarlly assoc1ated w1th the productlon
and carrlage of programmlng related to 1ocal events, educatlonal
or publlc servrce programnlng e S o

| Therefore, unless statelauthorltles act afflrmatlvely:
and effectlvely to 1mplement the announced federal goal the
,promlse of cable for truly 1nnovat1ve programmlng may well not
come 1nto belng o

Spec1f1cally, ABC belleves that a state should act°

(1) to requlre the dedlcatlon of partlcular numbers of channels
for local publlc serv1ce and educatlonal programmlnq and to :'”
requ1re thelr exclu51ve use for these purposes whether by the".
cable system owner or by others,.(2) to 1n515t upon specrflc
commltments from those seeklng franchlses and those seeklng

renewal of franchlses for programmlnq efforts of a truly
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1nnovat1ve nature,-and (3) to scrutlnlze the performance of
. . .‘-‘ R ) f R C e o
, cable operators, 1n llght of thelr pronlses, to 1nsure that they

;are,_ln fact, accompllshlng, 1n ‘a meanlngﬁul sense, the goal of
: operatlng‘"to a 31gn1flcant extent as a local outlet by cable—:

‘ castlng . ,f'_s I ' - irff

r'In the present context of federal regulatlon,_at least

| thls would appear to be a necessary functlon for local authori—l

' g

tles to perform 1f the publlc 1s to reallze the beneflts of cablei

whlch 1ts entrepreneurs have concelved and promlsed for 1t.

III; Regulatlons Relevant to Consumer Protectlon

It 1s equally necessary for states to contemplate regula—':f
N 4‘ B

tlon adequate to protect consumer 1nterests 1n relatlon to cable

»serv1ces. In these areas, the federal government has thus far

\

elther decllned to act at all or has acted 1n llmlted manner.,
Cable operatlons are tlnged w1th characterlstlcs 51m11ar

tto:common carrlers-o They utlllze publlc rlghts—of—way, as a‘

practlcal matter, they operate as monopol;es (although 1t is

frecognlzed that theoretlcally, monopoly status 1s usually

'denled), they obtaln thelr rlght to operate based upon spe01f1c

, .

promlses for publlc serv1ce at partlcular charges' and they are
generally requlred to prov1de serv1ce to all members of the B

'publlc who de51re 1t. In the context of such a bu51ness operatlon,

i
1t 1s tradltlonal that local author1t1es§

f

in regulatory actlons, and that those actlons should comprehend

at 1east, the»follow1ng.areas.;‘ ""grjl
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Rates. The federal government has not thus far indicated
any interest in regulating the rates“Charged to the public for
CATV services. The analbgy to regulation'of intrastate telephone
rates indicatésvthé appropriateness for the state to do so.
Nothing could beimOre fuhdaméntal to the interests of the public
than assurancé that rates are ﬁon—discriminatory,.uniform for
comparable sérvices and are'reasonable.

Technical Performance. .While the Commission (in Docket

No. 18894) has'fentativelyvpr0pos¢d technical standérds, these
standards have beeh‘"formuiated from engineerihg considerations
applicable primarily to the vast méjority of cable systems now
installed in this counﬁry. ..« " The Standa:ds’do not take into
account problems of "ghosting", interference caused by reflections
or performance charactéristics'involving phase'relationships in |
the system. (Notice, p. 5). |

In other words, the technical standards proposed by
the federal‘government do nof purport, e&en.if complied with,
to éolvé substantial‘problems:whichbmay‘exist in particular
areas and which may be of very real‘conéern to the public in
those areas. It would, therefofé, seem appropriate for local
authorities to address themselves to more specific and detailed
standards and requirémehts to iﬁsure‘that‘the service for which
the public is asked to pay is not needlessly of unnecessarily
degraded through less than state-of-art, or costhutting con-

struction and maintenance. -
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-8 - ‘
~ Along the same llnes, it would seem de51rable for the

, state to. requnre, to the extent p0551ble,§unlf01m1ty in con~\

vfstructlon of -systems and adequate capabllatles to permlt 1nter—

connectlon so that the systems would have reglonal or even

state W1de capac1ty for the publlc serv1ce and €7ucatlonal

programming they would produce.,,‘ 5

4
3

Adequacy of Reoair, Maintenance ahd Sefvicinc; As in
the case of - telephone, electrlc and s1mllar utlllty serv1ces,
it 1s approprlate for the. states to 1n31st that the cable
operator maintain adequate fac111t1es andxpersonnel for serv1ce
and‘prompt repa;rs,; Adequate. procedures should also be requlred
forfthe,handling'and dlspos;tlonsof;compla;nts1relat;ve'to the

. service.

" Areas . of Construetion;h.Finally, there may well be a
tendency on the part_of cable entrepreneuks:to»construct‘
systems in areaS~whieh‘are conceived'to be the most promising,

\ : .

.economlcally, for rapid. and max1mum subscrlber saturation.

Such an approach to the constructlon of systems 1s not dls—'

|
i

51m11arvtohsoecalled creamvsk;mm;ng.Llnvthe.commonﬂca;r;er
fieldehicheloCal and.federal>authoritiesihave:beenvalett to
‘h resist.: The result if permittedt is to. aeprive~hembers'0f ,
- the publlc, partlcularly n. underpr1v1leged and. dlsadvantaged
areas (as well as in sparsely,populated areas) of cable
services and opportunltles for the local serv1ces whlch they

}

p:omlse. : Obv1ously, that 1is not a result whlch elther federal
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or state authorities desire to achieve.

Absent iocal insistence,. however, that construction be
undértaken and completed in maximum areas , there is no.
federal reguirement, nor the promise'of‘one, that cable systems
might not limit cénStructién to upper income. and. otherwisc

economically advantageous areas and neighborhoods.

IV. Fees to be Charged'by Local Authorities

' The above areas are those in which ABC'believes local
regulatory authority”shouldfbefemphasized if announced federal
and othervbublié policy goals are to be realized. It is
recognized that the_assumptibﬁ by sﬁate or local>authorities
of such responsibilities would impose a very considerable and
substantial burdenLupoh‘lbéai,administratiVe fﬁnctions.

‘As this Committee is no doubt aware, the Federal Communi-
cations Commission has proposed to limit the fee which state
or local authorities may charge té 2% of a cablévsystem's grbss
income. While some federal action in this area may well be

required, in light of the Wonderland Ventures decision, ABC

seriously doubts that the-specific 2% limitation suggested by

the federal government is either fair or reasonable in light

of the substantialvregulatofy résponsibilities which the federal

government itself seemingly expects local authorities té assume.
ABC is not sufficiently expert in the expenses and

burden associated with such state fegulation as may be undertaken

to suggest, specifically, an appropriate percentage. But it does
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-10- ,
believe that the fees which state'authotities may per- .
miSsibly?charae should’be adeauate?k(l)?to neet all

~costs assoc1ated with, 1n1t1a1 regulatlon and c0ﬁt1“ued
“effectlve regulatory~scrut1ny;andv(2) to cove*_reasonable.j
payment for'the*uée'of\public_tighte—ofrway; |
zIt~seems.obVibus\that‘if-the locai authoritieseare‘.
not pefmittednah_adquate fee, the result wlll 51mnly
1be‘ihédequate’redulation7 in’ erltlcal areas,tto the

1

vdetrlment of the publlc.g Partlcularlv,181nce at this

juncture in developlng CATV regulatlon, he ro;e of

‘state and . local authorltles is a substantlal one, ABC
'has opposed at:the federal level the sugqested 2°

limitation on francnlse fees whlch may be charged by

i

state authorltles. ot »':.‘ - 'h'b_f

eIABC'thankshthewCQmmittee”for,thisiopppttuhity to

make its views known. - . 1
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S ASSEMBLY BILL N0. 2139 DLPROPFRLY'
" TREATS CATV AS A PUBLIC. UTlL TY .

A. What Is a Public Utility

There have been numerous attempts madé to definitively estab-
lish the point at ’Whiéh'fa'cOmpany ‘becbr;{es "a'p‘ubl‘ic utility. Essentially, a
publlc utlllty is a company whlch prov1des an’ egscntial service to all of .

the people in'a specffied areaV‘undef governméut'protectiou from commetitors

who would nrov1d° the same scrv1cc,.and under governmcntal regu]at301 of
rateg_gp@hgggyggg§5, The most well known utllltlcs 1nclude telcphone and
telegraph cqmﬁéﬁie55’eleétriélcgmpaniés,}gaé'and water companies, and com—
panies engaged in urbén maé$'tféﬁépOrtafibn;‘ |

* The primary,pufposevbf public utility regu1ation is toveétablish
a regulatory detelmlnod érlc s whlch was 1ntendcd to be a substiLute forva‘
market determined price. vRegulatién Qf p?ices was deemed n?cessary for pfo—
ducts or services Which‘sgﬁigfied basicvsoéiél needs‘and/or weré indispeﬁsaﬁlé'

to modern living.

1 Thé‘grantitd QoMgﬁﬁiéquf exclusiyefrights to sell a
prodﬁct in a'territdry'forlwﬁiCh fhefé'Was ﬁ§ substitute of altefﬂative product
was often fouﬂd deolrablc féf the’ provis1on of éeltalﬁ ploducts‘opefuted most
efficiently under'a moncpoly. For ehample, the capital 1nvestment for plant

" and facilities is large when cémoared Wlth annuql revenue and CijetJthﬂ dis-
courages potential entre nt : Second,’in the absénce of competiﬁion, production
and distribﬁtién faéilifiés can»bé émploy¢d1m§re intenselyiband large scale

output makes possible economies which reduce the average cost of service.
P P ‘ :
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The existence of gOvernment'regulation omer public utilities
-also recognlzes that in certaln areas competltion 1n the provlslon of pro-
‘ducts or services could be destructive and in the‘end could result in the

rate—paying public bearing the burden of suCh‘desﬁructive competitioni' One

_notable ekample*isJSectionV1(18) ofvthe:lnterstaté‘Commerce_Act which
requlres prlor Comm1331on approval before a. rallroad carrler may undertake

to construct or.operate.new-Or-addltlonal.fac111t1es._ The. ev1ls which the»

i
:

enactment of Sectlon 1(18) was de81gned to cure‘ﬂeredescrlbed in Tran31t}l'

Comm1531on v. Unlted States, 289 xT.s. 121 127 (1933) as follows. v
JRLE [E]normous sums had been expended by 1nterstate N
rallroad carriers for the construction and operation of -
lines that were not needed or likely to be needed. - Such
investments had brought financial ruin to some ‘and had
made doubtful the power of . ‘many. to. contlnue operatlon in
:-other than flush tlmes.‘ , ‘! -

The Supreme Court 1n Texas & Pac1f1c Ry. v. Gulf C & S 'F. Ry. 270 U S. 266

(1926) stated that the enactment of Sectlon 1(18)wwas a recognltlon by

Congress: _ T " | R t\

M. that preservatlon of the earnlng'capacit&;"and o
conservation of. the financial resources. of individual _
carriers is a matter of nat1onal concern° ‘that the prop—
erty employed must- be. permitted to earn. a reasonable

- return; that the building of unnecessary lines involves
‘a waste of- resources, and that the burden of this waste
. may fall upon the public; that competltlon between car—‘
riers’' may result in harm to. the public as well as in o
benefit; and that when a rallroad 1nfl1cts injury upon
-its r1va1 it may be the. publlc which ultlmately bears
. the loss." ,

" B. -CATV. Systems ‘in NeWﬁJersey Do Not PossessﬁtheaEssentials‘
~ of Public Utilities and Should Not Be Regulated As Such

‘ CATV systems lack the most essentlal feature characterlstlc of
|

publlc utllltles—-they do not prov1de an essentlal serv1ce. The CATV industryb

J

< _ . !
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provides a convenience rather than a hecessityn It is an extension of the
broadeasting1industry,”an electronic’ihformatiooel service, which has not
been reéulated‘as a public utility;"That CATV is a convenience rather than
a necessity iS'confitmed by the extent to Which CATV has‘deveIOPed in New
Jersey. There are éooroxlmatelyezg operating”CATV:systemé in New Jersey
which serve less'than 200,000 eobsctibers. This total represents but a
small fraction of the totalihoueeholde in the State and of the total tele-
vision households'in'the stete;‘ | |

In comparison, as‘of:Deceﬁber_Bl, 1968, there are many, many
millions of teleﬁhonesﬂin5the18tate of:New Jersey, with well over 907% of
the households in New Jersey hav1ng telephone service. A forther comparison
between the telephone industry and CATV industry; which are both members of
the communications 1ndLstry, demonstrates why state regulation is justified
for the former but not the latter. ~With the posslble exception of the mail,
telephone Serviee is'the'mostfimportant private communications vehicle.
CATV cannot clalm a comparative degree:of importance. Rather, CATV plays a
minor role in the schemé ofhpublie communicetiohs.> Second, telephone service
is considered idﬁlspeheeble,»eSpeoially.fot hUSiness'organizatiOns; - CATV
cannot be said to be‘ihdispehsable. -Third, adequate telephone service requires
that users in one part of the state have the capability to call users in othet
parts of the state which may be served hy a different téelephone company .
State regulation’ is necessary to'ineure thet telephone companieS'ioterconnect
their facillties and that‘the”price'for such service is just and reasonable.

As CATV presently exists, there is no such requirement for interconnection.—

*/ In the event that the CATV systems are requ1red to interconnect on a
national basis as contemplated by the FCC, they would be engaged ‘in inter-
state communications ‘and: subgect to the Jurlsdlctlon of the Federal
Communlcatlons Comm1881on..“
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Fourth, state regulation‘is required .to assurekyeasonable rates‘and gqality-"
service for telephone service--a service for which_thgre is no acceptqble
substitute. CATV, hoﬁever, is a voluntary servicejfpr which;agceptableISQb—
stitutes do exist and its rates are more properly teguléﬁed by competition
in the marketplace.'zvi
A second essential of public-utility status is that sugh cqmpanieg
have government protection from competitors who woﬁld seek_to provide the
same service. However, CATV systems are subject to competition from any of
several sources. CATV systems face direct competition from free television‘
through the use of conventional antennas;owned'by fesidents. This is especially
true ovaew‘Jersey,vwhich<receives service from several of the natipn's‘topv
100 television markets located in New York, Philadelphia, and Baltimore, and
where almost the entire state receives the signals of thg three national
networks.  CATV systems also face direct competition from translator stations
which serve to amplify television signals into areés,whiéh would not other- -
wise receive high quality television service. Moreover, since cabie-tele-
vision is an entertaimment luxury, it faces additiqpal competition from other
forms of enteftainment,such as newspapers, magazineé, sporting events and/or
movies.
-Where--as in New Jersey—-mﬁnicipalities.may not grant exclusive
CATV franchises, the CATV operator may also. face competition from another CATV

system. 1Indee¢.”, there have been cases where a municipality has granted

*/ It is worthwhile to note that a Federal Court in Greater Freemont, Inc.
v. City of Freemont, held that CATV was not a necessity requiring regulation
of the type devoted to natural monopolies and stated: '"The public has

about -as much real need for the services of a CATV system as it does for
handcarved ivory. back—scratchers.‘ Even if . in fact the CATV system is the
only one in the market, it is not a monopoly in the économlc sense . . . .
Thus, CATV is not a public utility within the meaning of the definition

that has been accepted."
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franchises to several CATV_systgms_to_serve the an;re community.

No proteqtion is»aﬁailable‘to CATV_systems from any of these
alternate methdds o? ﬁroviding_local television coverage. With current
developments in space communicgtions tgqhnology, it is to bé exﬁecfed that
the_futurevwill prodpce television bréadcast systems'utilizingvsatellitg
broadcasting teghniques which would proyidé‘for subsfantially greater'rural
television coverage thah is availablevtoday. Public utilities must be

reasonably protected from unlimited Competition. ‘Brady Transfer & Storage

Company v. United States, 80 F. Supp. llO,;aff'd 335 U.S. 875. However,

no state legislature can give to”CATV'éystems the traditional protection to
which a public ufility must of ﬁecessity'bevéntitled; if for no other
reason than that a sfate legislature isbcompletely without'authbritj over
the comﬁeting methods‘of'extendiﬁg televiSidn reception to rural areas for
the Federal Government has completely occﬁpied’thé field of radio and
television. N

If CATV systems are to be reguiated,>such regulation should reflect
the'haturé\of the industry. - CATV has been recognized‘by the Federal
Communications.Commission as beiﬁg capablé of:pérfdrming two.services both
related to broadcasting. First, by proﬁiding good quality reception by
improving the Signals qf'stations wheré ofthhe;airbreceptiOn-is inferior
because of terrain, maﬁ—made structures or other factors, CATV acts as an
auxiliary television service. Recégﬁizing.tﬁis role of CATv; the Federal
Communications Commission has soﬁght t§ "integrate the CATV service into the
national télevision strUCtﬁre in suéﬁ é way as to promote mgximgm'television
service to all people of the Unite@'States;"v CATV, 2 FCC 2d 725 (1966).
Second, thé‘Coﬁmissibn-récognigeé-thét CATV,:through'program_o;igination,

could itself act as a broadcaster thercby increasing the number of local
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outlets for community expression, as well‘asraugmentingihe public’'s
choice of programs and types of service without use of the spectrum.

Midwest Television, 13 FCC 2d 478. Adcordiﬁgly; the Commission adéptéd

rules requiring CATV systems with more than 3,500 subscribers to originate
if they so desired. CATV, 20 FCC 2d 191 (1969). Moreover, the Commission
adopted rules requiring that cablecastlng by CATV systems be conducted in
accordance with equal tlme, fairness and sponsorshlp identification require-
ment patterned after those épplicablé to broadcasters stéting:

"It is clearly necessary to the effective pérforméhce

of our responsibilities for the regulation of television

broadcasting that we require CATV systems engaged

in program origination to abide by the same equal tlme

and fairness requirement applicable to broadcasters."

CATV, 20 FCC 2d 201, 220 (1969).

.Given CATV's broadcasting characteristics, public utility regulation

of CATV would be inappropriate. . Television. stations are not public utilities.

Sanders Brothers Radio Station v. Federal Communications Commission, 106 F.2d

231, reversed on other grounds, 309 U.S. 470 (1939). The Supreme Court
clearly established that Congress in adopting the CommunicationSIAct intended
that broadcasters should be regulated as free enferpriaes,and.not public
utilities when it stated:

"In contradistinction to communications by telephone and
telegraph, which the Communications Act recognizes as a
common carrier activity and regulates accordingly in
analogy to the regulation of railroad and other carriers

by the Interstate Commerce Commission, the Act recognizes
that broadcasters are not common carriers and are not to
‘be dealt with as such. Thus, the Act recognizes that the
field is one of free competition. The sections dealing
with broadcasting demonstrate that Congress has not, in

its regulatory scheme, abandoned the principle of free
competition as it has done in the case of railroads in
respect of which regulation involves the suppression of
wasteful practices due to competition, the regulation of
rates and charges, and other measures which are unnecessary
if free competition 'is to.be permitted." 309 U.S. 470, 474.
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C. There Is No Neod for RLgulatlon of CATV As A Public UtLTlty

The adoptlon of publlc utlllty regulatlon would neces sarlly be

on a finding that CATV possessed the following characteristics:

1) CATV service is an essential service.

2) CATV tends towards monopoly because only one CATV
- system operates in each community and because there
is no effective competition.

3) There has been a trend towafd concentration of owner-
- ship of CATV .systems.

: 4)l'Charges to subscribers may be exnrbitant and returns

Yet, none

on invested capital excessive.

'5) . There is no control over the quality of service which

is offered. The subscriber is captive to the system
owner.

of these points apply to CATV in New Jersey.

1. CATV Is Not An Essential Service

CATV is a convenience and'not’a’necessity. The relatively

low penetration of CATV service in the State confirms the statement of the

U.S. Supreme Court that:

"Essentially, a CATV system no more than enhances the
viewer's capacity to receive the broadcaster's signals;

it provides a well-located antenna with an efficient con-
nection to the viewer's television set. It is true that a
CATV system plays an 'active' role in making reception
possible in a glven area, but so do ordinary television
sets and antennas.' Fortnlghtly Corp. v. United Artists

Television, Inc., 392 U.S. 390 (1968).

2. CATV Is Not A Monopoly

As heretofore shown, C:!TV systems are subject to competition

from several sources. As the Supreme Court recognized in Fortnightly, CATV.

systems must compete with conventional antennas :owned by residents, and they

must .compete. with the very television.signals they carry which can be obtained

off-the-air.. Newspapers, magazines, sports. events, movies,. books, trans lator

stations all provide alternate competitive sources of entertainment, and
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‘there 1s always Lhe p0531b111ty Lhat a mun1c1palrty may grant a competitlve
.i .

franchlse. -

: -_3} Thererisvno Danper of'Undue ConCendration‘of Ownership

In New Jersey, there 1s no one company whlch domlnates the owner—
ship of CATV Of the 26 systems operatlng w1th the State, the vast majorlty

~are owned by dlfferent companies. As such any threat of concentratlon

of OWnershlp.ls not exlstent. Assumlng, however,>that the threat of con-

R centration was real, the’ Federal Communlcatlons Comm1351on has either pro—
e S pp et
rmulgated rules or 1s prop031ng rules to meet thiS‘pOSSlblllty. The Com~

mission has adopted rules precludlng cross—ownershlp of CATV systems and

local television broadcast statlons, local translator statlons and the three
.natlonal.networks. In a Notlce of Proposed Rule Maklng; the Comm1331on has
‘sought comment on such aleas as llmltlnglthe number of CATV systems any one
entlty.may ownvon a local .reglona1v>or natlonal hasls ownershlp of CATV
"systems by AM-TM broadcast statlonsxand ownershlprof CATV systems by news-—
‘papers. It should be recognlzed however, that the adoptlon of these rules

i

‘does not establlsh that the Comm1s31on v1ews CATV‘as a publlc utlllty, but

Ll i
l

rather that the Comm1331on v1ews CATV as a broadcaster and its rules are
‘designed to further the Comm1551on s pollcy favorlng dlver51ty of control
over local mass connunlcatlons medla.'"‘

>4. Charges by CATV Systems to Subscrlbers are. not' Exorbitant

There has been no- ev1dence to suggest that the current charges

‘and'proflts:of”CATV SYstems*are‘exorbltant-or*excess1ve.v The: servlce charge

of operatlng CATV systems 1n New Jersey averages $4 77 per month -and

the" 1nstallat10n charge 1s 313 94 : Oniy fOurteen§states’have*lower:monthlyf
i ,
charges than NeW‘Jersey.' Addltlonally, monthly fees have only

increased 8.57% in ten- years, far less than the general cost of-
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living itsclf. Ihstallatlon feea, on the other hand havc decreased 20 71%
in New Jersey in the last 10 years. The price of CATV services is market
determined as a result of compctitive choices of entertainment, and the

price for CATV must bc such that the potential subscrlber w1ll forego those
other alternatives. If the_price becomes too high, the subscriber is free

to discomnect, obtain hishtelevision signal through thevqse of a conventional
antenna and use the‘money saved to purchase a book or go to a movie.

On thevbaSisvof available’information, it appears that CATV charges
have increased little,'ifvany?bdurihg'the oast ten to fifteen years. On the
other handl the‘number of channels offered by CATV systems has often doubled,
and the quality of serv1ce has 1mproved dramatlcally as a result of the rapid

technological changes which have taken place in the industry.

5. Quality of Service Is AsSored
'.There‘iselittle ifzany evidence to suggest‘that there have been
any abuses by the‘overhhelming:ﬁajorit§'of CATV systems. Where such abuses
might occur, the franchises issued to CATV systems in New Jersey contain:
proVisions tokinsure satisfactoryvseryice.: Thesevfranchises often provide

for termination if the system.fails to provide adequate service.
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EXHIBIT NO. 2

- THE STATE REGULATORY BOARD RECOMMENDATIONS
OF ASSEMBLY ‘BILL NO. 2139 LAVE BEEN OR WILL 'BE
PRE-EMPTED BY THIL FEDERAL COMMUNICATIONS COMMISSION

A. Introduction.
In the area of Federal-State relations, Bill No. 2139's
recommeudations;pérticularly,Seetions:4—14;'inVOlve matters which

‘maymbe or have been pre-empted by the Federal government.

~B.. Federal Authoritvvover CATV is Plenary.

The Supreme Court in United States v. Southweetern Cable

Co., 392 U.S. 157 (1968), held that the Communications Act of 1934
confers ‘upon the Federal Cownunlcatlons Comm1q81on Jurlsdlctlon to
regulate all forms of CATV. 1In reaching its decision, the court

L4

pointed out that the prov151ons of the Communlcatlons Act apply to

*/

all "interstate and forelgn communication by wire or radio. . ."

The 'court further noted that "such communlcatlons are deflned by the
Act so as.to encompass the transmission of . .‘; signels; pictutes
and sounds of all kinds, whether by radio or cable, including ell
instrumentalities, facilities, aﬁparatus and services (among other

things, the recelpt, forwarding and delivery of communications) in-

::k/

cidental to such transmission'._' These provisions, the court ruled,

encompassed CATV activities.

*/ 47 U.S.C. 152(a).

#%/ 392 U.S. at 168.
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The court also held that CATV systcems are engaged in
interstate commerce "even where; as here, the intercepted signals
emanate from stations located w1th1n the same state in whlch the
CATV system operates

The Supreme Courtfs decision in Southwestern Cable

establishes,the_FederalvCOmmunications,Commission's’jurisdiction
over CATV. Accordingly, the regﬁlation by the FCC of CATV systemsl
and CATV operations is the supremé_law of the land superseding the
powers of the state.

The supremacy of the Federal government is recognized in
the United States Constitution, Article IV, Section 2, which pro-
vides:

"This constitution, and the laws of the United

States which shall be made in pursuance thereof;

and all treaties made, or which shall be made,

under the authority of the United States, shall

be the'Supreme Law of;the_Land; and the Judges

in.every State shall be bound thereby, any thing

in the constitution or laws of any State to the

fcontrary notwithstanding.' :

In'adopting‘the.United States“ConStitUtion,'the beople of
each of the several states surrendered certain rights‘and powers to
the central government and, commensurately, diminished the sovereign

powers .of. .the state to the extent that such powérs'were vested in

the Fcderal government. ‘R.C. Tway Co{ et al. V; Gl¢nn, 12 F. Supp.’570

(1935). As a result, when the Federal government acts within the

*/ 392 U.S. at 168. "
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limits conferred in it by the United States Constitution, its

action supersedes the powers of the states, Pacific Coast Dairy,

Inc. v. Department of Asriculture of California, 318 U.S. 285 (1943);

@

Head v. New Mexico Board, 374 U.S. 424; and a state statute;‘a

local enactment,‘regulatiOh'of city ordinance, even if based upon
valid police powers of the state, must yield where it is in direct

conflict with powers exercised by the Federal government under the

Constitution. United States V. City of Chestef,bet al., 144 F. 2d
VAN

415 (1944); Pritchard v. Downie, 201 F. Supp. 893; aff'd. 309 F. 2d

634 (1962).
- 'Conversely, a state law is valid if, iﬁ its terms or in
its practical administration, it does not conflict with a Federal
law ér infringe on its poliéy in an area in ﬁhich'Congrégs has authority

to regulate. Quaker Oats Company v. City df New York, 68 N.E. 2d 593 "

(1946) ; aff'd. 331 U.S. 787 (1947), sub nom., Hill Packing Co. V.

City of New York; IV Pix, Inc. v. Taylor, 304 F. Supp. 459 (D.C. Nev.),

affirmed without opinion by the Supreme Court on February 2, 1969,
Case No. 214 . Whether a state law is valid depends on whether it
stands as an obstruction to the accomplishment and execution of the

purposes and objectives of Congress. (Cloverleaf Butter Company v.

Patterson, Commissioner of Agriculture and Industries of Alabama, 315

U.S. 148 (1942).

v

Pursuant to Article I, Section VIII(3) of the Constitution,
Congress has enacted the Communications Act of 1934, and it has been

judicially determined that the regulatory provisions of this statute
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are a reasonable exercise of Congressional power. Pulitzer Publishing

Co. v. Fedcral Communications Commission, 94 F.2d 249 (1937).

C. The Doctrinc of:Fedéral Pre-Emption.

The court in TV Pix, Inc. v. Taylor, 304 F. Supp. 459 (D.C.

Nev.) aff'd. U.S. - (1969), held that Congress, in®"
adopting the-Communica£ipns Act, delegated to the Federal Communications
Commission not only the power to regulate in certain broad areas ‘of
nationai inferesf but thg power of supercession as well. As the™™
court pointed ouf "thevdyﬁamic rabidly changing technology of radio
and television bfoadcasting'is‘ili—SUited to specific Congressional
guidelines to regulatéry éuthority; The need for‘thewgreatest flexi-
bility commands‘the'desirabilityﬂqf-Vesting iﬁ'the Commission the power
of Congress to pre—empt or ndtrfé pre—empt afeas of éontrol which might
otherwise béiinvaded by ‘the States".

Clearly, thefefore, in those areas where the Commission

has: exerted its regulatory responsibilities, the states are not free

to act.  Head v. New Mexico Board, supra. It is equally clear that
as the Federal Communications Commission continues to expand its
regulétdry efforts in the CATV field, state and local regulation

will ultimately fall under the Sﬁpremacy Clause. TV Pix, Inc. v.

Taylor, supra.  See aléo Greater‘Fremont,'Inc. v. City of Fremont,

F. Supp. _______ (1968). (15 RR 2d 2013 (N.D. Ohio).)

The absence of specific Commission regulations over CATV
is not to be generally interpreted as authorizing the states to act.
chergl-prememptién is such that where Congress, through’fhe'Commission,

)
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has clearly occupied the field-the states are mot free to act.

State of Maine v. University of Maine, 19 RR 2d 2086 (1969). A

state law is valid only if ‘it does not confliét with a Federal
law or infringe on its policy in an area in which Congress has
authority to regulate. To illustrate: the Commission has deter—
mined that the public interest would be served‘by requiring CATV
systems with more than 3,500 subscribers to originate programming
and in Section 74.1111 of its Rules has provided that:

"(a) Effective on and after April'i, 1971, no

CATV system having more than 3,500 subscribers

shall carry the signal of any television broad-

cast station unless the system:also operates to

a significant extent as a local outlet by cable-

casting and has available facilities for produc—,

tion and presentation of programs other than

_ automated serv1ces. et .
Concluding that the Commission's statutory responsibility to 'encourage
: . %/

the larger and more effective use of radio in the public interest"
would be promoted through origination by CATV_Systems, the. Commission
encouraged CATV systems with less than 3,500 subscribers.to originate
but did not‘adqpt a rule requiring them to do so. The Commission:

has stated that the doctrine of pre-emption would render invalid any

local franchise provision which prohibited the voluntary origination

by CATV systems with fewer than 3,500-subs¢ribers. ‘Clarification of"

CATV First Report as to Scope. of Federal Pre-Emption, 20 FCC 2d 741

(1969).

*/ 47 U.S.C. §303(a).
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D. The HlsLory of CATV is One of Expandrng Tedcral
Regulatjon and National Uniformity.

The Supreme Court in Southwestern Cable held that the

Federal CommunicationsFCommission has authority under the Commu%i—'
cations Act of 1934‘tqlregulate'CATV. It i3 also clear that th%f
primary purpose behind the enactment of the Communications Act
was_té vest in a single governmental agency thét power and means . to.

- regulate the broadcasting industry in such a manner as to assure

uniformity and growth. FCC v. Pottsville Broadcasting Co., 309 U.S.

134, 137 (1940); Sablowsky v. United States, 101 F.2d 183, 189 (3rd
Cir. 1938). The court in the Pottsville case, supra, stated:

"In its essentials the Communications Act of

1934 derives from the Federal Radio Act of

1927.- By this Act, Congress, in order to pro-

tect the national interest involved in the new

and far-reaching science of broadcasting, for-

mulated a unified and comprehensive regulatory

scheme for the 1ndustry.,

. The Commission's CATV.-rules, as both a&opted and proposed,
establish that it is prepared to exert its regulatory1éfforts over
all aspects of CATV in order to achieve a uniform national policy.
Since 1960, the Commission has dsserted jurisdiction over CATV,
beginning with the issuance of microwave radio licenses to serve
CATV, broadéningvih 1966 to include all CATV systems, and nov
encompassing a vast rangé of CATV'actiVity. The Commission has
adopted exteﬁsive rules reguléting the television signais which may

be carried by CATV systems and the protection of local television

stationd programming. It has adopted rules which require or permit
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CATV systems to originate progrémming énd feghlateh'the‘cbmmercial
content thereof. And the Commission has édopted rules which bar
the ownership of CATV systems by certain other mass éOmmunications
med;g.

Moreover, the Commission is proposing further regulations
to be applicable to CATV systems. .First and foremost is the possi--
bility that the Commission will license all CATV systems. Currently
before the Commission are proposals which would establish uniform national
technical standards, to be followed by CATVvsystemsg‘preclude the
cross—ownership £ CATVbsystems and newspapers, FM and AM radio stations;
delineate the number of CATV systems: any one operatorbmay run; re-
evalhate the nature and extent of the signais to be carried by CATV
systems; assess CATV systems 57 of revénues fof educational television;
establish a 2% celllng on' the: franchlsé fee payable by a CATV system
to local governments; and establish. comprehen51ve reporting provisions
to be followed by CATV systems. Moreover, Congress has before it
comprehenéive revisions to the copyright law which deals with CATV
and which impose copyright liability on CATV.SYstem85 and which would
rémove réstrictionsvon the carriage of distant signals by CATV systems.

E. Areas Already Pre~Empted by Federal Communlcatlons
Commission Regulation. : .

1. The Carriage of Television Signals and the Commence-
ment of CATV. Service are Regulated by the Comm1331on
and Therefore Pre-Empted. v '

The Commission regulates the "llfeblood" of the CATV in-

dustry through rules governlng the 81gnals whlch may be carrled on

CATV systems.
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In first asserting JurlodlCtLOn over‘CAFV systems which
provided service by carrying 31gnals obgaincd éff the—alr, the
Conmission noted that‘réguiétioﬁ of CATV‘waS neéessary if“fhé
Commission waé to‘fulfill'its.;tat;tory objective ofbfurthering
the "public iﬁtefeét'invthe largér and more etfective use‘of radio“;
47 U.S.C. §303(g); of primary concern tévcdmmission was the risk
of adverée effects én bfoadcastiﬁg service by the‘unregulafed |
_burgeohing deﬁélopmént of‘CATV. AddfeSéing itéelf to fhé'Commis-
sion's stétutory.bbiigation to'ﬁaké televisionvéefvice available,
so far?as'possiblé, to»all people df tﬁe United States on a fair,
efficient and equitébie‘bééié, the Commission statedﬁ

"47. CATV systems, as we all recognlzed in the
first report (§§43, 48) and here again emphasize,
have arisen in response to publit need and demand
for improved television service and perform valuable
public services in this respect. CATV (like other
auxiliary television services) makes possible the
provision of a variety of program choices particularly
the three full network services to many persons in
areas with no local station and in one and two-station
.markets. . CATV. systems also afford means of providing
nonénetwork commercial and educational services to
many persons in areas with insufficient population to
support local broadcast outlets of this nature. CATV
systems make important contributions by providing good
'quality reception of color signals and improving stations
where off-the-air reception is inferior or precluded
because of terrain, man-made structures or other factors.
We do not intend to deprive the public of these important
benefits or to restrict the enriched programming selec—
tion which CATV makes available. Rather, our goal here
is to integrate the CATV scrv1ce into the national tele-
~ vision qtrucfu*e in such a way as to promote maximum
television service to all people of the United States (Secs.

1 and 303(g) of the Act), both those who are cable viewers
and those dependent on off-the-air service. The new rules .
_are the minimu. wmcasures we believe to be essential to
insure that CA1V continues to perform its valuable supple-
mentary role without unduly damaging or impeding the growth

147



-9 -

of televxslon broadcast serv1ceo_

IEmphaSlS added ] CATV 2 FCC 2d 725 745 746 (1966)

The Rules adopted by the Commission wereFCOmprehensiveﬁ o _ .

(a) A CATV system could not commence operatlons untll it
flrst notlfted local telev1810n statlons and the Comm1531en‘ concerning
the proposeddopetation. ‘This notlee was ;ntendedvto afford the local'b
teleyision»stetiqns an opportudity_to.request carriage aﬁd.non—
duplicatiod underbthe Rules._ It a te;evision statibn objected to
the earriage of‘e_televisien signal within.tﬁirty (30) days after‘
notiee,'the.CATV system could ndt commeﬁce eerpdége of:the'qoﬁtgsted
signel pending a Commissionbruling on the bbjecttons.

(b)- CATV systems‘were required, uponfreduest, to carry
without material degradatioﬁ the_sighals of"alleleeal television stations
within whose Grade B contours the'CAfV systeﬁ’Was 1Qeated,‘ih order of
priority of sigpal'grade;‘ |

_ (q) CATV systems were reduired,'upon request, to’aveid
duplicatianOf the Programs of local televisiqn stations‘cetried
on the systedeuring the same:day that such progfams are broadcast
by the local statlons. | o ‘

(d) A CATV system located 1n a top—lOO market could not
carry a- dtstant 31gndl until 1t flrst obtalned prlor Comm1331on approval.

'SofrestrictiVe is the'CommiSSion»s distant signal“rule that
a CATV system Wthh serves certale areas w1th1n a ctty cdddet serve ',‘

addltlonal areas- w1th1n the same 01ty w1thout flrst obtalnlng Commis~

~sion authorization. See'gﬂg;, Telerama, Inct, 7'RR 2d 275 (1966).
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2. A]l quocts of Ollglnatlnn by CATV  Systems are
' Regulatcd by the Commt581on and Thelefore Pre-
Fmp ted.

Given the state of the CATV'ért in 1966;:the Commission

»,concluded that CATV'S primary role Wae to be an adjunct'to tele-

vision broadcastlng and adopted rules addressed to ensurlng Lhat

CATV functioned in that manncr. Over the next several years, how~

ever, it became apparent to the Commission that CATV could itself

further the Commission's national statutory responsibility of assuring

the public the most efficient and effective nationwide communications

Service’possible. Thus, in Mldwest Telev181on, Inc., the Commission

stated (13 FCC 2d 478 505—506) that:

"CATV program.origination offers promise as a
‘means for increasing the number of local outlets
for community self—expression and for augmenting

the public's choice of programs and types of service

without use of the spectrum. Whereas television
broadcast stations are usually located in or near
a central community and are intended to serve a much
_broader area encompassing other communities, almost
every community of any appreciable size could have
its own CATV system and therefore its own local
outlet. The CATV system is not handicapped by
limited channel capacity having 12 channels in com-
- parison to the one channel of the individual broad-
caster, and thus has the technical flexibility to
provide different types of programs or services on
' some channels without affecting the service 'simul-
taneously provided on other channels. . . ."

This potential led the Commission to propose:
"15. . . .first, to condition the carriage of tele-

vision broadcast signals (local and distant) upon
a requirement that the CATV system also operate to

a significant extent as. a local outlet by originating.

In allocating frequencics and granting broadcast

licenses, the Commission has long sought to effectuate

the goal of Section 307(b) of the Communications Act

by having as large a number of local outlets in as many
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communities as possible. We have noted above
the potential contribution of CATV in this respect,
both as a means of providing a local outlet to

" communities which have no broadcast outlet of
their own and as a means of enhancing diversity in
communities which do have broadcast outlets. We

_have also previously determined that the Commission's
concern with CATV carriage of broadcast signals is
not just a matter of avoidance of adverse.effects, but.
extends also to requiring CATV affirmatively to furtherb"
statutory policies. Shen-Heights TV Association, 11
FCC 2d 814; Midwest Television, Inc., 13 FCC 2d at

’, . 502-503, 510.

Lo "16. We think it generally appropriate to condition

CATV's use of broadcast signals upon a requirement

that it further the allocations policy of achieving

a multiplicity of local outlets. . . ." */

The Commission in its decision in CATV, 20 FCC 2d 191 (1969),
adopted rules requiring CATV systems with more than 3,500 subscribers
to originate p:rograms and permitted those systems with less than
3,500 subscribers to originate if they so desired. The Commission
affirmed its intention that the cablecasting réquirémentvwas so related
to the Commission's overall regulatory scheme so as to tequire a
uniform;nétidnal policy, théreby‘pre—empting inconsistent state

legislation. Clarification of CATV First Report}és to Scope of

Federal Pre-Emption, 20 FCC 2d 741 (1969).

»By feqhiring CATV systemé to "opéréte_to é:significant extent
as a local dﬁtlet by‘originating",the bommissioq has stated that it
means something more than‘fhe origiﬁétioﬁ'of autoﬁéted sérvices (sﬁch
as time, weather, néws‘tickef, stock ticker) and aural services (music

- and announcements) but, with the ekception_df certain rules, has

*/ CATV, 15 FCC 2d 417, 422 (1968).
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refrained from any initial regulation relating to the hours or
Qrigination,.categéries‘of.pfogramMing; fype’éf céble&asting
equipment, and technical standards, finding it préférable.to afford
a period‘of freé.éxperimentation and innovation by cable operators,
CATV, 20 FCC 2d 201, 214 (1969). |

Mofeoﬁef, the Commission has stated that upon the effec—
tive'daﬁe of‘thé’cablecastiﬁg fules; state or local regulations or
conditions'inconsistént with its regulatofy poiicy’are pre4empted.
bMoreover,'the‘COmmission hés stated that the doctrine of pre—emptién
would render‘invalid‘any‘localbfranchise provision ﬁhich prohibited

origination by CATV systems with fewer than 3,500 subscriBers if R

such systems’weré desirous of ofiginating; Clarification of CATV

First Report as to Scope of Federal Pre-Tmption, 20 FCC 2d 741 (1969)._

The Commission has further stated that there would be no

fesﬁrictions on cable origination of sports events or feature films
if the éabie system>imp08éd no additional charge for these programs.
However, CATV systems are‘permitted to engage in cablecasting for
which a per-progrém or channel charge is made subject only to the
 following rules:

| “(a) 'Féaturé‘fiims, which have had géneral release more
than two years prior to their cablecast, will not be permitted to
be cablecast by CATV systems. However, a CATV system may, during
one week of each month, caBleCaét a feature film which had its general
release ﬁore than ten years before the proposed cablecast if the CATV
operator can demonstrate to the Commission that conventional television

has refused to purchase the f£ilms, or that the owncr of the broadcast
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'rlghts to the films w1ll noL permit them to hc telcv1sed on con-
ventional telev181on.._~: . o h‘,_ _ ;E N
(b) A CATV ‘system may not cablecast a sports event which has
been televiSedJiVe'on ‘a regular basis in the community on, commercial
'telev131on for two‘years preceding the proposed cablecast. Moreover,
the CATV system may not cablecast a. spec1f1c event (Olymplc Games)

if such event occurred more than two years, before the proposed cable-

cast and was. telev1sed at that tlme in the community on regular tele—

vision.' {
(c)- A CATV system may'not cablecast a series program with
'ian 1nterconnected plot or w1th substantlally the same cast of pr1nc1pal

characters.j

@) A'CATV\system may,not devote more_than 90% of its
annual cablecasting time to_feature_ﬁilms‘and sports events. A CATV
system‘may notvdevote more:than:95%rof itspmonthly cablecast programming

to such programs.

The CommisSion also adopted rules which would permit a .

CATV system engaged ln.cablecasting to carry advertising‘provided that‘i

such advertising_is:carried'aththe'beginning,andlconclusion of each

program'Cahlecastﬂand at natural‘intermissionskor hreaks.mithin a_‘

,cablecastf hy -
- Moreover, the Commission adopted rules which proVide that

no CATV system shall carry any broadcast 81gnal 1f Lhe system engages

dln cablecastlng unless such cablecastlng lS conducted 1n accordance

"w1th equal tlme, fairness and sponsorshlp 1dent1f1catlon requiremcnts

patterned after those applicable to broadcasters stating

152-:-.‘
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‘"It is clearly necessary to the effective per--
formance of our responsibilities for the regula-
‘tion of television broadcasting that we require
'CATV systems engaged in program origination to
abide by the same equal time and fairness requ1re~
ment applicable to broadcasters."

CATV, 20 FCC 2d 201, 220 (1969)

3. Cross—Ownershlp of CATV Systems is Regulated by
the Commission and Therefore Pre—-Empted.

~ The Commission, in its Second Report and Order in Docket No.

18397, prohlblted local cross—ownershlp of CATV systems and telev1—
sion broadcast statlons in order to further the Comm1881on s policy
favoring diversity of control over local mass communications media.
The Commissidn also adopté& rules which preclude cross—ownefship of a
translator station and a CATV system serving the same ¢ommﬁnityi
Finaliy, the Commission adopted rules effectuating its conclusion
bthat the>§hfée national networks shouldvnot be permittéd to hold
an ownership interest in any CATV system; including those located
beyond'the service areas of network owned and éperated statiéns. The
Commissidn required tﬁat those entities divest themselves of barred
CATV intereSts‘within"threebyearé.'

The Rﬁies édoptéd'by the Commission precluding the ownership
of CATV éystems aﬁd the national networks, local brbadcast stations
and local traﬁsiator statioﬁs weré:iﬁtended to further the Commission's
long established'pélicyybf favoring diversiﬁy of control over local

mass communications media. The Commission's intent to establish a

fj'It should be noted th: f these'CATVvownérship'ruies are the subject
of several- thltLonS for recon81deration and may also be Lhallenged
in Court.
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uniform national policy, to the exclusion of the inconsistent
state legislation,vwas apparent when it stated:

"In receiving, forwarding and delivering inter-

state broadcast signals, CATV systems are engaged

in an activity‘which is incidental to 'communica-
tions by radio' and ‘radio transmission of energy'
within the definitions contained in Sec. 3(b) and

3(d) of the Communications Act. The Commiss#on has
"authority to license such incidental ‘communications
by radio' to the extent necessary, under Sec. 2(a),
4(1), 301 and 303 of the Communications Act. It
" appears necessary and appropriate to exercise limited
licensing jurisdiction by rule in the area of diversi-
fication of ownership of cable facilities, and to pre-
scribe a licensing standard which takes into account
other communications media.' ~CATV, 23 FCC 2d 816,

822 (1970). . v ‘

Sections 11 and 12 of Bill No. 2139 may well be inconsistent with these
Federal Regulations.
4. Construction by Telephone Companies of Distribution

Facilities for Use by CATV Systems is Regulated by
the Comm1381on and’ Thprefore Pre~Empted i

On April 6, 1966, the‘fedgral Coﬁwunicgtions Commission
sent letters to'the American Tglephone and Telegréph.Company and
General Telephone & Electronics Service Corporation, diréc;ing the
operating cqmpgnies_of the Bell System aﬁd‘General Telephone‘Systeﬁ
to file tariffg for local distribution£facilities f#;nishéd for the

use of CAIV systems. Upon petition of the telephone companies,

reconsideration was denied, Commqn‘Carrier Tariffs for CATV Svstems,

4 FCC 2d'257v(l966). Therein, the Commission held that‘thé service
offered constituted an interstate communications service, thétvthe
furnishing of channels of 'communications to.CATV opératbrs is’ﬁclearly

a common carrier undertaking', and that the Commission had properly

required the tariffs to be filed. The Communications Act provides
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that it shall be the duty otrevory common carrier engaged in
interstatebcommunications torfurnish suchYCOmmundcatious'servioe
upon reasonable request therefor (47 U.S.C.A. §201(a)) under
tariffs filed with.the Commission (47 U.S.C.A. §203). The states
- may not 1mpose any regulatlons on this ' 'interétateﬁ offering.

Moreover, in General Telephone Company of Californla, et al.

13 FCC 2d 488 (1968), afflrmed Genelal Telephone Company of Callfornia,

et al. v. Federal Communlcatlons Commlssion, 413 T 2d 390 (1969), cert.

den. 396 U S 888 (1969), the Federal Communlcations CommlSSion held
that telephope companies are required to obtain certificates of public
convenlencevand necessity‘pursuant to Section 214 of the Communlcations
Act (47 U.S.C;a.‘§214(d)>.before undertahing the eonstruction of |
distribution facilities to:prOVide channel‘seruice to‘CAlV sfstens.

Significantly, in a memorandum submltted by the United States to the

Supremc Court in TV Plk, Tnc. V. Taylor, the Unlted States argued

that the Court of Appeals in General Telephone, supra, in concludln"
vthat telephone carriers nust obtain‘a certiflcate of public con-

venience and necessity>from the Commission for the'construction of new
lines rejected the carriers' arguments thatrthis'was a natter exclusively
for state'or local regulationr. The government submitted that Generalv
Telephone;reoresents Commission regulation of interstate service‘by
cOmmunications'common carriers inuan areavin Whieh the pre4eminenee

*/

of Federal regulations is well establlshed.

%/ The Supreme Court has held that the establishment of. the broad scheme
for the regulation of interstate service by communications carriers
indicates an intent on the part of Congress to occupy the field to the
exclusion of state regulation, Tvy Broadcasting Company, Inc. v. American
.Telephono Co. and New York Felephone (o., 391 F.2d 480 (zd Cir. 1905)
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5. The Usc of Microwave Radio by CATVlis'Regulated
by Commission and Therefore Pre-Impted.

Mlcrouave radio may'be uted by CATV systoms as a means
to erlolnate progrdmmlng, to obtaln telev181on 31gnals not avallable
off the air and for local distribution servlces. Asvradio signalsv
are, R___Sﬁ 1hterstate 1h nature the Comm1531on s‘plenary'Jurls-
diction over microwave is well estahllshed

' The Comﬁission first placed restrictidﬁs’updh the activities

of common carriers who provided television signals to CATV operators

via microwave in 1960. ‘Carter Mountain'Transmissiou Cdrp., 32 FCC
459 aff'd. 321 F.Zd 359. lThe Commission'svcatriage, distant signall
and duplicetieh tules, are applicable to micreuavelot off—the?air
CATV Systems; However, any.eommon carrier‘seeking to brevide a tele;
vision signal tb'; CATV eystem must itself obtein Commission epproval
for the construction of auy‘mictowave facilities‘ﬁeeded to be.constructed
as well as the frequency to be employed lhe Commission has also.
established comprehen31ve llcen51ng and operatlng procedures governlng
the use of microwave by CATV systeme themselves (Communlty Antehna
Relay Setvice)g horeoﬁer, the Commiseion has aufhorized the use of
the local diétribution service uhichbls inteuded to permit‘CATV |
operators to use microwave radlo links to span.short dlstanceskwhere‘
the use of cable was unfeaSLble or . uneconomlcal.

6. Fees.,

vThe Commission hae%also adohted rules which require'CATV
systemo to ply‘an annual fee equal to- the.number of ltS subscribors

times 30 cents. Peos Schedule, 23 FCC 2d 878 (1970)
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F. More Extensive CATV Regulation is Pending Before the
Comnission. ‘ ' e :

In addition to present Federal regulations, even more

- comprehensive CATV regulations are pending before the Commission,

as follows:

1. Technical Standards.
The Commission in a number of actions has indicated that

uniform national standards are desirable and necessary over other

aspectsvof CATYV activities. One such'area is the proposed adoption

of rules and regulations with respect to technical standards for

community antenna television Systems. With the trend of CATV toward

~ 12-channel or larger systems, the Commission has concluded that there

should be a preécfiption’bf'ﬁuifofm teéhnical standards to further high
quality service to the public, both btoadcast signals and CATV ori-
ginated material. Unifofm.standafds were'considered necessary in

view of the possibility that there may a national network of inter—
conneéfed céble systems. In Docket ﬁo.»l8894, the Commiséion stated
its inteﬁtion théf future cable systems'éhould be ‘installed in such

a manner that eacﬁvsubscribér mayAbé afforded a means for directly
communicating with a local program origination point. It was also
proposed that when technical standards were adopted, all CATV systems
wouldvcomply énd file a Certifiéate‘of éompliance within three years
from the date the standards‘are published.b Thereaftet, ﬁhe filing of
an annual certificate of compliance would be required. ‘Morecver, after
adoption of the standards, the Commission intends to require that each

CATV system perform and report certain performance requircments at
‘ 4
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least once a year. fheSé measurements wéﬁld refléqt the degree

to which the CATV system is conformihg to the érescribed technical
standards. Upon adoﬁfion of;theéé unifofm sfan&éfds; ﬁhé Comhission
will have occupiéd yet anothef’field.of'CATV"and'an§ inconsistent
local regulation, or any local regulation which would seek to impoSe
additional standards which would intefféfe ﬁithvthé ﬁolié§ sought to

be achieved by the Commission would be suﬁérsedéd.

2. Television Signals.
The critical question of which television signals may be
carried on CATV is the subject of a far—réaching proposal. The Com-
mission, in what has been called the "public dividend plan", has
~proposed a rule-making proposal dealing with the entire area of distant
signal operation. The proposal seeks to balance the interests of

CATV systems, UHF stations, VHF stations, ETV and the copyright owner. .
The essence of the proposal is that CATV systems in-the:topflOO markets,
in additién.to,local signals, may carry four distant independent
signals on the condition that they delete commércialsvfrom~the inde-
pendent distant signals carried and replace,theﬁ with commercials
provided by the local stations.  As a further consideration for the
right_to_operate in such top-100 markets, CATV systems would be required
to pay 5% of their subscrippion"fées into a fuﬁd for the Corporation- for
- Public Broadcasting. CATV systemsiwquld, ubon;adoption by Congress of
supportive legislation, make copyriglit payments into a general fund,

suggested as 0.7%Z per distant signal being carried.

3
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The ability of the Commission to satisfactorily resolve
the question of distant siénais'in‘major-mafkets is interwoven with
its pldﬁs to have CATV devélop‘in these méjor mafketé in such a
manner so as to promote fhe public interéét. The Commission has
now accepted the brinciple‘that it must make an effoft‘to insgre
the deVeiopment of-sufficient.channéi’availability on all new CATV
systems to servé specific feéognizéd functions. It proposes to
require that pable»sfstems devote capaCity to:

(a) Local government channel. At léast oné channel for
use withoﬁt chatgc by local govefnments and for free political broad-
castsvdﬁring primary and génefal eléctidns;

(b) Local public accéss éhaﬁnels. In order to facilitate
further presentatién of views, céble éysteﬁs will be reduired'to make
channel time'avdilablé on one orrmoré channels at no cost to local
citizens and gtoups‘which are ﬁot éngaged in programming-fof
advertising rgvenﬁo, but Whichvdesire to preSent views_on matters of
concern t§ them. .

| (c¢) Leascd channels. Cable opératérs would make available
to third parfies;'either permanently or‘oﬁ a Qne—shof basis, channels
for commercial dperation by thé,third‘parties.

(a). Channeléldevotéd'to instructional uses, e.g., courses
conduéted for students eithe: by or in coordination with ﬁﬁblic or
brivatebinstitutions; instruction by professional groups for thcir

members —- doctors, engineers, etc. —— and lectures.
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The Commission seeks to insure that channels can be
made available for these functions and for other functions likely
to develop in the future by requiring that new systems be constructed
with specified minimum channel capacity. However, the Commission
recognizes that it must, through modification of its distant signal
rules, establish an economic base through which it can attract CATV
operators to this market.

The Commission has expressed the view (FCC 70-675, July 1,
1970) that its entire regulatory plan may be frustrated through ex-
cessive franchise fees exacted by local governments. The Commission

: & L s TTE T

stated:

"Further, the purpose of the plan is to expand

the use of CATV in order to obtain marked benefits -

to the public interest. These aims could be frustrated,

or not fully achicved by local franchise fees. In line

with this analysis. . . it seems to us that the opera-

tion of settin  a maximum percentage for local franchise

fees is an area where we should set standards. Such a

proposed maximum fee is no more than 2% of a CATV

system's gross revenues.'

The adoption of a two percent ceiling on franchise fees
payable to local government would have the effect of superseding
any inconsistent state or local legislation. The overwhelming number
of local municipalities in New Jersey require franchise payments
from CATV systems opcrating in their cqmmunities. Indeed, the franchise
fees imposed often exceed 2% and to that extent would be required
to be modified upon Commission adoption of a fraﬁchisa ceiling.

3. Reporting Requirements.

The Commission, concluding that it must have full information

pertaining to CATV operations, has proposed to require by rule that CATV
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operatora'fila'annual-féports which will.prbVidebburrent information
on such matters as the location of tﬁe ayStem, number of subscribers,
chaﬁnel capacity‘“braadcast aignais‘éarriéd axtenﬁbandvnature of
program‘orlglnatlan, any oLher operatlons‘conducted on tha system,
flnan01al data, ownelshlp and interests in orher CATV systems,
broadcast media and-other business-interests. CATV, 15 FCC 2d 417,
428 (1968). | |

4. Further Ownershiijegulation.

In a Notice‘of ?ropoSedﬂRule.Making and af Inquiry, in
DoCket‘No.‘1889l, réleased_July 1, 1970, the Coﬁmission ﬁroposed farther
rules reéarainé ownefahip df CATV systems. Comﬁents are being sqliéited
by fhe Comﬁiésion in such'araas as limiting thebaumbér 6f CATV systéms
any ane entity may oﬁn on a local;‘fegioaai and nationalvbasis;
owneréhip 6f CAT& systaﬁs'by AM—FM broadcast»stations and oﬁnership
of CAYV systems by newspapera. To‘the;extaﬁf that the Commission does

adopt rules which preclude the type of cross-anarship‘and multiple

ownership mentioned above, such rules would supersede state provisions.

The question-arisés,‘hSWever, as to whether the‘statejcan promulgate
suchvragulatidns,in.the:event that.the Comﬁission doesvnot. The analysis
of the relevant cases woula‘damonstrate that‘whére tﬁe Congress has
clearly océﬁbied the:field,athé.sfatas_afe not free té aét. See State

of Maine v. Univetsity Of Maine; 19 RR 2d 2086 (1970). Thus, where

the Commission has determined that the public interest requirés ceftain

prohibitions against cross—ownership and multiple ownership but not

others, it.has‘fully‘bccupied the field and any inconsistent state

regulation is invalid as a state law is invalid if it infringes on a

lel
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policy in an arca in which Congrcss has auLhority to regulatc

5. Fedcra;jToca] Re]dtionshlps;"

‘The Conmission has concludcd that 1t possesses all neccssary
authority to prc empt the entire field of CAlV The question prescntly
before it is how much pre—emption is necessary to ensure the adequate
development of . 1tsbnational communications pollcy; 0ne snch alternative
suggested by the Commiss1on is Federal llcen51ng of all cable systems,
thus pre—empting the field entirely from local supervision° Another
approach under Comm1551on conSideration is the Pederal prescrlptlon
of standards. Under such an approach the FCC would establish the
" policies to be followed over all aspects of CATV to which all cities
‘and/or states nust thereafter adhere 1n the local regulation of CATV.

In short, the CltleS‘WOUld have the burden of applying Federal standards
to franchise applicants and thereafter certifylngbtheir recommendatlons
to the FCC for eventual aporoval orbrejection. | N |

.Adoption by New Jcrsey of legislation establishing standards in
the‘Board s Jurisdictlon.pursuant to which CATV systens wonld_be granted
authority to provide CAIV service‘would he'suhjectito;Federal p%e—
emption in the event”the.FCC adopts either ofithe above.alternatives.

G. Serv1ce Qualitz.

[

Bill No. 2139 would allow the Board to take action where
3 - . v

construction or operation of a system 1s_unreasonably delayed or
extension of service to all areas within the franchised territory is

unreasonably withheld. In such cases, the board may either (a) vacate the

franchise for non-use, Or (b) order the construction and operation needed to

[y
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correct,tﬁo delay or withholding -of service. In determining whether
delay or withholding_ofvsérQicg is unreésonablo; egonomicvfoasibility
shall beAthe p;incipal_crjtefia.v pepending upon the iqterpretation to be
subsequgnply givcnrthislsocﬁion; it appears to bc inyalid as qnduly in-
terferiﬁg;ﬁipb the_ordcrly administfation of the pragﬁices'and pfo_
cedures of the ECQ‘and, as sugﬁ, with the Commissipn's overall regu-

latory framework for CATV.  The provision penalizes a CATV oberator for

delay oCcasidned not through his reluctance to operate, but through ad-

ministrative delays over which he has no control. As such, the forfeiture

provision.as constituted is subject to Federal pre-emption as it penalizes

-a CATVvsystem operator for delay.occasioned through his compliance with

the Rules of the FCC. The provision is pre—empted as it interferes in an,
area in which Congress has authoriry to regulate and in which it has

occupied the field.

H. The Effectvbf Existiﬁg FCC‘Rule Haking.

If the Commission addpts ébpoliCy pfxiigensing ali CATV systems
or prescribing Federal standardé, including the adopﬁion of uniforﬁ
technical standérds aﬁd ruies‘regarding critéria to be»abplied by state
or local goyérnments, Board regulation would be subject to either com-
plete Fede;al pre—eﬁption or pre~émption thch would leave tﬁe recom-
mendation as an unworkable fragment; Such a possible-reéult dictates that
state conéideration of CATV:await thgbdeliHEafion of the Federal regu—
latory framecwork. . o

As set forth above, CATV in New Jérsgy is aiready Subject to
comprehensive regulation at the Tederal level. Moreover, there is the very
real prospcct of new and e*panded regulation which would result from pending

proposals before Congress and the Federal Communications Commission. .
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It has been demonstrated that With respect to broad- L
casting and CATV, the Congress and the Commis ion-arefpreeminent,‘

V

.vsuperseding inconsistent state or 1ocal regulation. Any state o
regulation of CATV is therefore subject to continuing Federal

?
pre—emption as the Congress and Commi331on enact CATV regulations

Ky

:relating to quantity and quality of serVice, copyright CATV ownership,
‘Jand most important of all -»Pederal 1icenSingsof CATV, all of which
- are presently under active conSideration.; The continuous expansion

I

'of Federal regulation emphaSizes the likelihood that such pr0posals’

ill be adopted.
| Moreover; the‘Conmission, in adopting rules governing the

' additional services to be provided by CATV ha; cnnsistently glven its

;view that CATV systems have the ability to act as local broadcasters. d: ‘J.., | '&v

Indeed it ‘has imposed on. CATV systems which cablecast the equal time,

w

i‘fairness and sponsorship identification prov1sions long applicable to i
broadcasters. f: Vﬁ.i : faiﬁiﬂﬁi.’iﬂJ Cigfhii'll .

" As CATV continued to develop under the guidance of the o
“Federal Communications CommiSSion as a.sourcewof local broadcast
vmaterial it is most likely to beiregulated more and more as broad—

cast serVice over which the CommiSSion s Jurisdiction is paramount.i
| Under these circumstances, it is respectfully submittcd that ,f_] x'u:'h;, e
until the scope of Federal regulation has been fully delineated any | |

additional regulation would be inappropriate,iand should be deferred o

’fv:pending the finali?ation of a Federal regulatory scheme.fsf’
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CATV RATIE ANATYSTS* -

Percentage Tncrease in Average Monthly TFee

Systems in Operation in 1960 and 1906

Period: ‘ 1960-1969 - 1964-1969  1966-1969

National Incfeasc (1960) . 9.49 5.24 1.93
New Jersey Increase (1960) . 8,57 8.57 . C -0~
National Increcase (1966) . == - : 1.44

New Jersey Increcase (1966) . e [ pu g . 1.95

Percentage Increase in Average Installation Tec
Systems in Operation in 1960 and 1966

Period: - ' o 1960-1969 1964-1969 - 1966-1969

National Increase (1960) — ~ (=)44.56 (=)24.87 (-)13.58

New Jersey Increase (1960): - - (-)20.71 . (=)20.71 - - 14.49
National Increasc o - == , - (-)11.71

New Jersey Increase (1966) : = - ©10.81

1969 Rates o - '  National>AVérage. New Jersey Average
Monthly Fee: . - . $5.01 $4.77

Installation Fee: . $20.54 $13.94

* -The figures for systems in operation' in 1960 were found by taking the
systems in operation in 1960 and finding the averages for those systems

in 1960, 1964, and 1969. A similar process was used for systems in opera-
tion in 1966. Averages for 1969 include all systems for which information
was available. - -
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Exhibit No. 4

CATV IN TIIE STATE OF NEW JERSEY*

Total Number of Subscribers in New Jersey

Potential Subscribers in Areas Presenily
Served

Average Installation Charge
Average Monthly Service Charge
Average Number of Channéls

CATV in New Jersy serves‘ less than

3. 5% of the total television homes in the state
49 of the total telephone homes in the state |

4%, of the total homes in the state

Lo
€t
1

A
Lviie aaC

o
TV station

07 ~f +L A
/ AR Y

71,313

161, 675
$12.61
$ 4.85

12

% Source: Televisioh Factbook, volume 11, 1970-1971 edition.
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not available

* Source. Television Factbook, Volume IT, 1970-1971 edition.

Exhibit XNo. 5
NEW JERFEY CATV SYSTEMS*
~ OPERATING SYSTEMS -
~ame cf System] Major Conmunity| Number of Potential TInstallation] Monthly ser— | “Ales ofi Jumber of | Yeear éa:,~
Operator Served Subscribers Subscribers Charge vice charge System ; Channels !
Atlantic Coast | Atlantic City 16,560 20,000 $24.95 - $3.85 100 flO 12 é 13852
TV Cable Corp. : additional ;
A / ‘ . v v ' o ' planned) I
Island Cable - | Beach Haven 2,600 N.A, %% $15.00 84,00 N, A. 12 f 1965
Company ' o o DR | a
Crossiricks Brick Twp, 2,000 135,000 N. A. N. A, 120 (90 12 | 1968
-Industries (plans to serve | B C | additional &
Bay Head, Island | under con+ j
Heights, Laval~ Istructiony g
| lette, Mantolok - 1200 add'1l| f
| ing, Point Plea- planned) 2
sant & Point LR |
Pleasant Beach): P
Garden State TV, Bridgeton 2,075 3,150 ©$15.00° - 285.00 55 . 12 p 1965
Cable Corp. - "} ' o : : R R ;
Cable TV of  |Burlington 3,100 12,000 $10.00 $5.00 1160 S120 0 1967
Burlington : o o : ' .
County i
: : : N ‘ S o : ! :
‘South Jersey | Cape May 5,300 12,000 $10.00 1$5.00 |165 12 L 1967
_ ‘ v . - S S _ !
Middlesex East Brunswick - 57 N.A. -$20.00 $5.00 5 (85 ad~] 20 o 1968
Cablevision, . : ' ' ditional
Inc. - planned)
CATV‘Service,Co Hackettstown 150 1,100 $15.00 $4 .85 N.A. . 12 1G68
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TV Systems

NEW JERSEY CATV SYSTEMS*

— OPERATING SYSTEMS -

*  Source.

Television Factbook, Volume II, 1970-1971 edition.

o

~Name of System| Major Community| Number oF - Potential Installation] Monthly ser~| Miles of| Number of | Year Serve
Operator Served Subscribers Subscribers Charge vice charge System Channels Began
Garden State TV Hammonton 400 1,100 $10.00 $5.00 122 12 1966
Cable Corp. '
CATV Service - Lambertville 500 1,200 $15.00 $4.85 110 15 1968
Co. '
Holly City Millville 3,000 4,500 $5.00 $5.00 60(10 ad- 12 1967
Cable TV d'l plan-
: . . , - . . : ned) SN
- Garden State Northfield 1,600 1,800 _ Free $5.00 31 (3 ad- 12 - 1966
IV Gable Corp. : d'l plan-
o . 5 ned) ,
Tele-Mark Com- | Oakland N.A. N.A. : +$15.00 -$5.00 N.A. 12 - N.A.
‘munications - o ‘
"Squth Jersey Ocean City 3,033(winter) N.A. $15.00 .$5.00 163(5 add'l 12 1964
" TV Cable Co. ’ 6,000 (summer) blanned)
Warren Cable |Phillipsburg N.A. N.A. N.A. N.A. N.A. 12 N.A.
TV, Inc. , : : : . '
Alpine Cable: WPleasaﬁtville‘ 6,600 7,500 Free - - $5.00- 125(5 - 12 1966
IV, Inc. ‘ ; : add'l plan-
- . - »  |ned)
- Tele-Mark Pompton Lakes’ N.A. 24.000 $15.00 $5.00 . .70(210 . 12 1966
Communications,| ' add'l plang-
Inc. ined
Ringwood TV Ringwood 500 N.A. $15 (deposit)|  $5.00 21.5 12 1966
Cable Corp. ’ ' ' ’
Tri-County Salem 2,000 7,250 $15.00 $4.95 |78 24 1968.
National Cable Stone Harbor N.A. N.A. N.A. N.A. LA, 12 1968



NEW JERSEY CATV SYSTEMS*

— OPERATING SYSTEMS -

Naze of Systenm vﬁajof Community| Number of Potcntial Installatio Monthly ser- | Miles of| Number of ear Sarvi
Qperator Served Subscribers Subscribers Charge | vice charge Svsten Channels Becan
Continental Sussex 255 575 $15.00 $5.00 P1(8 add'l 12 1969
Transmission planned)
Cerp.
South Jersey Ventnor 7,677 8,500 '$15.00 $450.00 64(12 add'l 12 1952
IV Cable Co. : planned)
Garden State | Vineland 2,100 3,500 $10.00 $5.00 "BO(6 add'l 12 1966
TV Cable Corp.. ' ' planned) ’
Washington Washington 1,736 2,000 $10.00 1 $5.00 31 12 1965
Cable Co., Inc. ' :
South Jersey Wildwood 5,850 8,500 $15.00 $5.00 62 '; o 12 1964
TV Czable Co. ‘ ‘ . , v
CATV SYSTEMS HOLDING FRANCHISES NOT YET IN OPERATION"

Panther Valley | Allamuchy . N.A. N.A. N.A. N.A. N.A. 12 N.A,
Service, Inc. E o ' '
Washington Belvidere N.A. 400 N.A. N.A. 12 N.A,
Cable Co., Inc. -
Ringwood TV Bloomingdale N.A. N.A. N.A. N.A N.A. N.A.
Cable Corp. :
Unicom, Inc. Bloomsburg N.A. N:A. N.A. N.A. N.A. N.A
Telecommunica- | Boonton " " " " " "
tions, Inc.

Bordentowh " " " i " i

Ceneral CATV,
Inc.

* Source. Television Factbook, Volume IT, 1970-1971 edition.
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NEW JLEKSILY CALV SYdLLMd

— CATV SYSTEMS HOLDING FRANCHISES NOT YET IN OPERATION -

~* Source. Television Factbook, Volume II, 1970-1971 edition.

Sate of System| Major Community| Number of Potential InstalTlation| Monthly ser- | Miles of| Number of Year Servi:
Operator Served Subscribers Subscribers Charge vice charge System Channels Jezan

Telesystems Cherry Hill Twp| N.A. N.A. N.A. N.A. N.A. N.A. N.A.
Services, Corp.

Jerrold-South | Collingswood " " " " " " "
J2rsey Cable :

Jerrold-South .| Clementon " " " " " " "
Jersey Cable

General CAT_V, v Delancs vn " " " " " "
Inc,. " :

Telstar State | Denville " " " " " " "
Enterprises, Inlc

Telecomnunica- | Dover " " " " " " "
tions, Inc.

CATV of Zliza- | Elizabeth " 120,000 $15.00 $4.95 100 21 gl
‘Beth : : ’

Jerrold Corp. |Fieldsboro " N.A. N.A. - N.A. IN.A. N.A. L
Continental | Freehold " " " " " " "
CATV, InC.

Philadelphia Gibbstown " " " " " " "
CATV, Co.

‘Philadelphia Greenwich Twp. " " " " " " "
CATV, Co.
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-%  Source.

NEW JERSEY CATV SYSTEMS*

- CATV SYSTEMS HOLDING FRANCHISES NOT YET IN OPERATION -

Television»FactbooR,

Volume IT; 1970-1971 edition. ~

Naze of System[ Major Community]| Number of Potential Installation] onthly ser- Miles of| Xuzber of | Year Sar.-
Crerator __ Served’ Subscribters Subscribers Charge vice charge System i Channels Zezan
v . : !
‘Warren Cable Greenwich Twp. - N.A. N.A. N.A. N.A. | N.A. N.A. ] N.AL
Co. o , :
Jerrold Corp. | Haddon Twp. " " " " " " "
TelePromTer iamilton Twp. " " " " m o "
Corp. ~
Cable Vision off Hoboken " " o " u | n "
‘New Jersey R
Telecommunica- | Hopatcong " " " " " " '
‘ticns, Inc. Borough
‘Smoke Rise Club: Kinnelon A " u " " " M
Continental Lakehurst " " n " n " "
CATV Ine. : ) i
R e - , : :

- Jerrold Corp. Lawnside " " " " al " ! "
Jerrold Elec- | Lindenwold " " " " " " ] "
tronics, Corp. ’

o . . » . Y- i
TeleSystems Lower Penns " " M " " " | "
Services, Corp.: Neck Twp ‘ i

, » . : - _ i
CATV Service Mansfield Twp. " " $10.00 $4.85 N.A. } 12
)
" Co. » : :
Philadelphia Mantua Twp. " " N.A. N.A. " 12 ;
CATV Co. B
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NEW JERSEY CATV SYSTEMS#*

— CATV SYSTEMS HOLDING FRANCHISES NOT YET IN OPERATION -

~ame of System| Major Community| Number of Potential Installation| Monthly ser- | Miles of| Nuroer of | Year
Cperator Served Subscribers Subscribers Charge vice charge Svstem Channels ! Be
Essex Cable TV | Maplewood N.A. N.A. N.A. N.A. N.A. N.AL
Ce. ,
Cable Telesys-— Merchantville " " " " " " i
tens of N.J.
D.J. Cable Co. | Milford Borough| " 4,000 $9.00 $3.50 45 12 "
Telecommunica- | Mine Hill Twp. " N.A. .. .| N.A. N.A N.A. N.A "
tions,_Inc.
Jerrold Elec- | Monroe Twp. " " " " " " "
treonics Corp.
Jerrold Elec- | Mt. Holly " 25070 L " " L "
tronics Corp..
" N 1
CATV Service Mt. Olive Twp. " N.A. " " " " !
Cox ‘ : B
’ 1"
Jertrold Corp. | National Park " " " " " "
Telecommunica- | Netcong Borough " " $20.00 $5.00 " " "
tions, Inc.
Comﬁuﬁity Cable " " N.A. N.A. " tt 1

vision Corp.

~ TelePrompTer
Cerp.

Plainfield

*

-Newark

Newark

North Plainfield
Ceblevision, Inc. :

Source.‘ Television Factbook, Volume II, 1970-1971 edition.

-
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NEW JERSEY CATV SYSTEMS*

- CATV SYSTEMS HOLDING FRANCHISES NOT YET IN OPERATION -

fsandd

L, ‘Inc.

* Source.

Television Factbook, Volume TI,

1970-1971 edition.

~axm2 of Systen| Major Community| Number of Potential Installation| Monthly ser-— Miles of] Nurber of ear Servi
Jcerator Served Subscribers Subscribers Charce vice charge System ] Channels 3evan
¥ | . ;
Washington i Oxford N.A. 400 N.A. "N.A. 8 ! NLA.
Cable Co., Inc. .
: i v |
. EIEN . - . . T
terling Com- ' Parsippany M N.A. $20.00 $5.00 N.A. 24 |-
nunications ; ' L
Ialaco mmunica- | Par81ppany Txp " " $20.00 $5.00 " N.A.
ions, Inc. ‘ : o '
‘Paulsboro " "  N.A. N.A. " "
Jerro lc—South ‘Pennsauken_Twp.,, o " " u ﬂ: "
Jerse3~Casle : ' R
Jerroldeorp. Pine Hill " " " " " ot
 Philadelphia | Pitman .o o " " " "
C;—‘LI‘V CO. ) ‘
. . ! [ ) [ " ;
?lalﬁLLeld Plainfield o " " " " : i
Cab Len;sLon Inc, ;
» elecommunica- Roxbury Twp. " " " " o "
ticns, Inc. . ) |
. . : ‘ 5 . no t
VideoLink, Inc.| Rurnemede " " " " ' _
o - i
Ocean County | Seaside Park " " " " " i !
TV Cable Co. | |
- \ ' 7 ]
Essex Czble South Orange " " $5.00 $6.00 22
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"NEW JERSEY CATV SYSTEMS*

- = CATV 'SYSTEMS HOLDING FRANCHISES .NOT YET IN OPERATION -

*

Source., Television Factbook, Volume II, 1970-1971 edition.

famé of System| Major Comﬁunify Number of Potential Installation! Monthly ser- | Miles of| Nurber of | Year Ssrs
Operator Served Subscribers Subscribers Charge vice charge System Channels Becan

Vikoa, Inc. Stafford Twp. N.A. N.A. N.A. N.A. N.A. N.A. N.A.
Telecommunica-— ’Stahhope Boro " " $20.00 $5.00 " "

tions, Inc.

Jerrold Corp. | Stratford " " N.A. N.A. - " "
TelePrompTer . | Trenton " " " " " "

Coro. -

‘Ringwdod TV i_Wanaque : " " " " " "

Cable Corp.

:_F_Vic‘ieo;_,Link:,»~ Washington Twp " " " " " "

Inc. ‘ :

'Téieéémmuﬁica-"Whérton'Borough o " " " " "

‘tiens, :Inc.

fJéffold‘Corp.: Winslow Twp. " " " " " "
?Hdédeidge Woodbridge " " ! " " "

CATV

Philadélphia" Woodbury v 2,400 " " " "

CATV Co. :

Philadelphia | Woodbury Hts. " N.A. " " " "

CATV Co.



CATV SYSTEMS -~ APPLICATIONS FOR FRANCHISES PENDING

Community

Allendale'>

. Audubon

Audubon Paﬁk-

Barrington

Bass River Twp.

: Bellmawr'

Beverly

Blairstown wa{»'

Bordentown

Bordentown Twp.

Butler
Caldwell

Camden County

Cliffside Park

Clifton
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Applicant(s) '

Tele-Mark Communications

Metro Video Inc.
International Equity Corp.-

Jerrold Corp.

Jefrbld Corp.
Telesystems Corp.
Metro Video Inc.

‘International Equity Corp.

. General CATV Inc.

N.J; Cable TV Corp.

- International Equity Corp.
‘Metro-Video Inc.
Jerrold Corp.

, Tri~County Cable TV Cb.v

General CATV Inc.

Tele-Mark Communications

Americin Telecable Services Inc.

Jerrold Corp.

General CATV Inc.

General CATV Inc.

':Ringwood TV Cable Corp.

‘Essex County Cable Corp.

Jerrold Corp.

‘Metro-Video
 General Electronics
International Equity
- TeleSystems Corp.

Cable TV Corp. of Massachusetts

Tele-Mark Communications

Sterling Communications



Community Applicant(s)

"Deptford Twp. . Philadelphia CATV Co.

Dover Twp. ' Crosswicks Industries
Ocean County TV Cable Co.

Easthampton'Twp; | o General CATV Inc.

East Paterson “ ‘ Tele-Mark Communications

Egg Harbor Twp. v v‘“: Ruhlman's TV

Elizabeth - : Realty Equities Inc.

Essex Falls : v Essex County Cable Corp.

Ewing : ~ Community Service Antenna Systems Inc.

Crosswicks Industries

Ewing Twp. : v TelePrompTer Corp.

Fieldsboro o General CATV Inc.
Flemington : I ' Continental CATV Corp.

5 All-State Community TV Systems of Union

Frankfort Twp. | : Farmers Union Telephone‘Co.
Franklin Lakes . Tele-Mark Communications
Garwood o s : CATV of Garwood
Glen Ridge v X Essex Cable TV Co., Inc.

' Sterllng Communications Inc.
Gloucestef City | Jerrold Corp.
Haddon Heigﬁts | v F:v' » Jerrold Corp.

Telesystems Corp.

Metro Video Inc.
International Equity Corp.
New Jersey Cable TV

Haddonfield ' Broadway Maintenance Corp.
International Equity Corp.
Jerrold Corp.
Metro-Video Inc.
N.J. Cable TV Corp.
Philadelphia CATV
TeleSystems Corp.
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Community . Applicant(s) .

»Halnesport Twp ‘_  15;{;‘f'QCEnéra1_CATV Inc.

Haledon »a‘;a”’f;ﬁz?ﬂiff.ﬁ;?’  Sterling Communications
"Harring;9n Paka¥‘vf f i;  ;“E'Téie%Maﬁk”CoﬁmuhicagiQns. 

 'Hawth0rng”Li o :»' fSterlingfCbmmuﬁications-ﬂ

 Keni1waﬁh“f _f!i ﬁ:: L CATV of KenLlworth

 Kinnelon - %;Tele—Mark Communlcatlons

= ”Crosswicks InduOtrles.
“~1TelePrompTer Corp

‘_'Lawvr‘én'cev 'I\vp

- v,LebanSﬁgTﬁp; f*¥”L' 'EffWashlngton Cable Co

’}“Tele—Mark Communlcatlons

Lincoln Park =~

ijindéﬁlfg,‘"1° :-f' ﬁ,;f*ﬁi;:f'Realty Equltles Corp._
- I : ;f1CATV of Llnden

AR iit?lgzs%iﬁéri';; ;;:}»;Pi.,glemerlcan Telecabie Serv1ces Inc.
:;LiQiﬁgstdﬁri-; ;;:»%;fy§éitif%%Essex Coﬁnty Cable Corp
'L1v1ngston Twéoﬁiiﬁba»iifj:ﬁJ 5Te1e—Mark Communlcatléns’*

“fLong Branch ' i;.T‘i?:?f;fl?-;CATV of Monmouth Inc.

‘Jersey Shore Cable Co. o
',SShore Counties Construction Co.

‘memimfﬁﬁtﬂ”ff,ffﬁQ¥ &m@31CNWIhc;‘

Mahwah Twp. ~Sterling Communications

Matgwanv;:,ifJF%';i.”f]f;;”]f;Ameriéan Telecable Services Inc.
Mercer County - H'7‘}7CommunityfsérVice’Aﬁtenna Systems, Inc.

”iffJerrold Electronlcs

VMerchaaniile 1ﬂ,%:. i .
P '4_,Ph11adelph1a CATV Co. "' 7

';MiddleSek"i' ”fbAmerlcan Telecable Serv1ces Inc.'

Mbﬁtclair f:vl}l>”;lmf?{f”:"':ESSQX'COuﬁty.Cable}Corp;



Community

Montvale
MoOresﬁowﬁ Twp.
Morris Plains

Morristown

Mt.’Ephfaim_ﬁ:v. f,el__oa

' Mt.;Holly\:_o

New ﬁruoSWick‘ 7

New Hampton
1'New'Hanover Twp:
Norfﬁ‘ﬁeiedod7'””
rNortﬁeHenerruTwp;MA‘

Nutley':

Oaklyn

Ocean County;fv,»v

Oradell
'brehge_ﬁ":
| Balisadés'ﬁafk n
Pélm&fa_' o

Passaic
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A

Sterli%g Cbﬁmuﬁicétioﬁé"ine.
General CATV Inc.
_Teie—M%fk CoﬁmhhicetionS'i”
Tele—M;rk Coﬁmunlcétiohse;

. Contlnental CATV Corp.
© All- State Community TV Systems of

Morrlstown Da11y Record

.TeleSystems Corp.

Jerrold Corphr '

General_CATVjIno.,

—

.Continental CATV:Corp. nﬂ

Washinéton;Chble Co. .

General CATV| Inc.
| b

Clear’VisionfEIeetfoﬁieé'Corp.

General CATV'Inc..

Tele-Mark Communicatlons

Amerlcan Telecable Serv1ces\1ncr

'New Jersey Cbble TV

Jerrold Corp

’-Telecast Corp

Crossw1cks Industrles,

Ocean County v Cable Co.'

Tele-Mark Communlcatlons

.Essex Cable.TV'inc.;
- Tele-Mark Coﬁmﬁhidafiohg Inc.

Generai CATV?Inc.Y

K
i

Tele-Mark Communications
Sterling Communications

Union

=%



it

Community

-

- Paterson

Pemberton

Pembértoanwp, .

Pequannock -

Princeton .

Princetbn.Twp.ig

Prospect Park
Ramsey

Riverdale

Riverton

Roseland:
Roselle_Park ,
Rutherford
Saddle Brook
Sea Girt -
Séaside'Heights
Shamong Twp.

Short Hills

Southampton Twp.

South Plainfield
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Applicant(s)

Tele-Mark Communications

. Sterling Communications

General CATV Inc.f
General CATV. Inc.
Tele-Mark Communications

Nassau Broadcasting

Community Service Antenna Systems Inc.
Crosswicks Industries.

Philadeiphia CATV. Co.
Tele-Mark Cpmmunications,
Tele-Mark Communjications.

Tele-Mark Communications.
WKER Pompton Lakes

‘Ringwood TV Cable Corp. .

~ General CATV Inc..

Lloyd TV Service:

CATV of Elizabeth Inc.
Tele-Mark Communications -
Tele-Mark Comﬁunications 
American Telecable Services
Continental CATV Inc.

General CATVvInc.

Essex'County Cable Corp.

- General CATV Inc.

Plainfield Cablevision Inc.



I:submitlthet local community“offieiaié aré Eetteﬁbeble
to determlne what is good for thelr communltlesa

The State would also impose any condltlons of terrltory;
construction, equipment, maintenance, yates, serVLGe,_and
operatioh they want - - | i - S ‘fﬁ
Again, I believe Local communities should have this right. |

SECTION VI, Must spe01fy service to be rendered, routes of cables,
area of operatlon, etce - |

Service to be rendered should, within limits, be flexible,
as times change, éublic interestS'chanée, and technology
changes. Any changes should be between the: operator and
the 1nd1v1dual munlclpallty, as each area in the- State

w1ll not require or want the same kinds of serv1ce or
operation. |

It would be impractical to invest in Strand surveys and
cable route layouts with its engineering work before a
certificate ("Franchise”) is obtained,

What does'"area of operation” mean? - - Does it mean ex-
tent of cable reception, or does it meen area from which
programming is drawn? |

SECTION VII. “Rates and charges shall be reasonable compensatory

SO as not’ﬁo encourage unfair or destructive competitive -
practices,” |
Does this mean local broadcasting cannot:be viewed free of
charge if‘the operator can offer this service? Does it

mean we cannot negotiate with individual communities as
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3‘to a share of 1ncome‘arrangement° We, as operators, have.
dlfferent degrees of de31re for personal galn, and dl;f‘:(‘er-‘vv""t
fent 1deas as to what publlc serVIce ls 1n a communlty. R
Thls sectlon would glve the State the rlght to set mlnimumr
as well as max1mum rates and charges - contrary to the free 'I
competltlon we: should have 1n maklng agreements w1th the' -
.communltles we deal w1th._h R ) St
hCTION VIII Thls slmply forces an operator to go through the
same red tape and lengthy procedure, w1th separate %50 OO fees,:
for each and every new munlclpallty wanted° . e
SECTION ¥, Local communltles are 1n better p031t10n to make
these de0151onse “ L o _ | \
SECTION X. nghteen nonths could be too long a perlod to get 1n
' operatlon or it may be an 1mp0551ble goal. Each mun1c1pallty
dlffers in 31ze, den51ty, means of cabllng, and geographlcal
makeup° Noone knows better than the munlclpal off1c1als what
these special con31derat10ns mlght be,- and they should dec-
ide how llttle or. how much time should be glven - and what - is
operatlon anyway° - -one subscrlber,_half the town, or lOO“‘I
of the town? I don't, see how the State could p0551bly make
an arbltrary time llmlt meanlngful° |
SECTION XI- Franc]ru.ses“or:'Certlflcates‘r should not be asslgned;
| sold, or transferred - w1thout the permlss1on of the local
mun1c1pa11ty = Not the State.‘»_- _ ‘
The prov131on regardlng change of more than 25% in ownershlpf'
is unreasonable - restrlctlng the operator in method of
capltallzlng and f;nanclngu- Better the boroughsvbe not;fied'
of ggybchangesyinvownership. | “

o L1830



SECTION XII The rlght to comblne, merge, or consolidate w1th '
other operators, or to gain control of others should, agaln,
be an issue between the partles lnvolved and the munlclpall-

_ tles 1nvolved. , e _‘f" , |

SECTION XIII New rules and regulatlons could be a constant o
source of hlndrarce and narassment to operators., »

SECTION XIV. If in Operatlon now an operator must apply w1th1n
thlrty days, even though they have already gone through tlme
and expense of gettlng the approval from the area 1n operatlon.
All the cost to that t1me could be flushed down the drain at
the whim of the State Board - even though the operator and
the entlre v1ew1ng publlc be happy w1th exlstlng serv1ce.

SECTION XV. We don't want the State or any polltlcal body tov

’ control our property, property rlghts, equlpment and fa0111t1es.

Let the: State, if 1t w1shes, set down ba51c rules, regulatlons,
and gulde lines = But let us have the right to compete freely ’
w1th others w1th1n -that framework while operatlng our systemso-
~Let us decide what mun1c1pallt1es we want to operate 1n, and let
the mun1c1pa11t1es dec1de which appllcant would best serve thelr
needs. v 1 » | ‘

This Bill, whlle well meaning, would stymle smaller cable systems
’by cuttlng off growth'potentlal fromrone borough»to the next. Only
Vthe very large operators could apply for vast sectlons at a tlme,v

and.lock,out further expanslon=o£ smaller operators. It would

-l
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,,1tals, etc.‘

dlscourage the very thlng the FCC has tried to encourage -

the return of the whole TV commun1cat1ons industry from the

. control of a few back to the loeal communities. -

 The Blll groups all types of cable systems into one, when

,there are vast dlfferences between them., Some offer a town :

‘CATV subscrlptlon or nothlng, ‘and some towns are 1nterested

O
s

only in that feature of the many that can be offered.

Other systems offer a communlty CATV and local programmlng,

r'others Wlll add local educatlonal channels, spec1al commun1~.

catlons between law enforcement departments, doctors and hosp—'

lv-;,!

Not every area w1ll de31re or need every serv1ce p0551ble -
but the d601s1ons concernlng thelr communlty should be made
by themselves and the appllcants - Not a State group -

In summatlon, ‘since we already ‘have Federal namely, FCC
regnlatlons_to adhere to, why shouldlwe have any more, especi-
ally State red tapevand pOIitics;limfting‘onr right~tovfree
enterprise, mhich is one”of'thefbasesvthis,oountrj was,fonnda.‘
edupon. | . o |

Gentlemen, we are ‘not agalnst reasonable regulatlons for the

protectlon of the publlc, but we feel strongly that a far better

way to reach thls goal is to establlsh falr minimum standards

for the State and let the local munlclpal off1c1als keep their
self-determlnatlon by belng the ones to" determlne ‘who, if any-
one, shall have a Franchlse. v | |
Gentlemen,'I believe thls puts the whole 31tuation in the
hands of the pOlltlcal powers in control at any given time.
Therefore, I ‘am against State control. Gentlemen, I thank you.
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STATEMENT OF ROBERT H. BELSSWINGER,
PRESIDENT OF THE JERROLD -CORPORATION
AND CHAIRMAN OF THE BOARD,

ALPINE CABLE TV, INC.:

. . Before the ;
' COMMITTEE ON TRANSPORTATION AND PUBLIC- UTILITIES
' NEW JERSEY STATE ASSEMBLY

'Assembi§ Bill No.: 2139

.Chairman Hollenoock, members of the Committee, my oame is
Robert Beisswenger.lll am President ofHThedJefrold Corporation and
Chairman of the Board of Alpine Cable TV, Inc.,va CATV system oporoted
by my company which serves Pleasantville, New Jersey, and  the surrounding
areas of Egg Harbor Township, Abseoon} Linwood and Somors Boino.

My company, The Jerrold Coroorooion?‘is the largest manu-
facturer and installer of. CATV systems in the‘ﬁnited States and has
occupied this position for some twenty years. _InraniFion, we own and
operate a number of CATV systems throughoot the United Sta;es sorving |
well over 200,000 subscribers._x;vhave been intimaoely involved in
the CATV business for the last several years and have served as
Chairman of_the,Board of the National Cable Te1evision Association,
Inc., the National T;ade Association of the cable television industry
and am presently a member of itsﬂqopyright Committee. - I have appeared
on numerous occasions before the Federal Communications, Commission
and before Committees of the Unitoo States}Sepate ﬁnd House of Repre— _
sentatives.

I am also a 1ong-time‘gesident‘of:NeW_Jersey, my wife and
I having resided in Ocean City for several years, though I must say

I do not particularly relish the long daily commuting ride to
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Philadelphia. But-if it is a choice between living at the New Jersey
seashore and -in the fhiladelphia,area,.l will take the former eve}fytimé°

Obviously, I -am here today to give you my thoughts on the
CATV Regulafory Bill prenently pending before your Committee. VI want
to express to you my very strong feolings and those of the New Jersey
CATV Association to the extremely deleterious effect on the'present
operation of CATV systems and perhaps more importantly the grow£h of
CATV in New5Jeréey 6f passage of Assembly Bill No. 2139. We strengly
feel that passage of the legislation will lead to substantial delay and
retardation in-the proﬁpt rendition of additional CATV services for the
citizens of the State. I do not say this lightly, but from a deep con-
viction based on experience of my company and the CATV industry in ;he
very few other -states in which publicvutility type regulation of CATV
has been adopted. ‘As ybu may be aware, five states have enaqted state-
wide CATV regulation, i.e., Conneéticut, Nevada, Rhode Island, Vermont
and Hawaii.

Inasmuch as‘Connecticut was the first state to adopt such.
legislation; it is appropriate to comsider in detail the background in
that.state, one in which my. company héd, quite frankly, :atherlbitter
and frustrating experiences. ~In 1963, the Connecticut General Assembly
delegated to the State Public Utilities Commission the authority to
grant CATV franchise certificates upon finding that the public con-

venience and necessity required the same. As a matter of fact, the

Connecticut Bill was not unlike Assembly Bill 2139. In determining

whether such a certificate would bc granted, the PUC, like Assembly
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Bill 2139 was to consider the necd for the proﬁosed service, the
suitability;'financial responsibility and technical compétencc of .
the applicants. The 1965 Conrecticut General Assembly enlarged the

PUC's responsibility by declaring CATV systems to be puplic:utilitiesf

Now it might appéér’tﬁat at first blush the“formerﬁcohsiderations

were appropriate for such a state regulatory'aéency. Experience,

" however, has demonstrated»conclusively that thé,exactly opposite
result was achievé&, i,gj;”ﬁrovision’df CATV service to thevpublic_
was totally'thwarted; Beginning in 1964, the PUC injConnecticut
initiated'tﬁe prbtéss of franchise selection, having somgltwenty—ﬁive
épplicéfibns to serve Sevehty different communities in the states
before it. 'Mény'of‘thé applicants, of course,‘filedLmultiple‘appli—
éétioﬁs for several separate towns. .My company was intimately in-
volved in ﬁﬁe proceedings, both in terms of an equipment supplier to
the various applicants and, in one case, as:énﬁapplicant‘itself with
local citizens for the City of Waterbury.

Thié’iﬁitial'frénchisejproceeding consumed: a total of
ninéty—three’seséibns of hearings at which»the:applibants, most of
whom were represented by counsel, engineers and other consultants,

‘were required to present comprehensive financial, technical and other
data. Ih‘all;'the record of this initial proceeding consisted of some
9,481 péges of téstimony togcther with:literally thoﬁsandS-of pagesuof
written exhibits.

In 1967, the Connecticut PUC - announced. its decision, granting

franchises to some seventeen applicants. Certain of the applicants
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vwhosc applications were not granted appcaled the PUC decision in the
state courts of Connecticut. The appeal acted to stay the effect;vc—
ness of the franchise awards. Three ycars later in May of 1970, the
Supreme Court of Connecticut affirmed the PUC, uphblding the grants
of the Winning applicants. |

‘The Connecticut PUC has subsequently fequested the_winningv
applicants to file construction plans and other data, which will then
be reviewed by the PUC.. To date, therefore, some six ygg;g_afte;
regulation was adobted there is still no, I repeat ggjboperatingECATV
system in the entire state, although many of the areas of the state.
critically need CATV servicé as evidenced by consumer surveys and
demand.

In Rhode Island, delay in the awarding of franchises by;the
" state has also occurred. Thus, the provisions for state grant of CATV
franchises were enacted in June of 1969 and several applications were
forthcoming shortly thereafter. No hearing or procedural datesvhave
yet been scheduled by the Connecticut- Commission and thus the award of
the actual CATV franchises is quite far distant in the future. .
Similarly, the few (six) existing CATV systems in Nevada began opera-
tion well before enactment of legislation requiring a certificate from
the Nevada Public Service Commissibn. Some two years after the con=
clusion of the hearings for a CATV system in Clark County (Las Vegas)
for the Nevada Public Service Com::ission, there is still mno operating
additional CATV system in the state.

The legislation in Hawaii and Vernont was enacted this year

and its rccent origination, of coursc, precludes any realistic appraisal

AV
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of its impact on CATV.

From what I have indicated, it would .appear obvious, in
myiopinion, that state regulation has not furthered the advance of
CATV, Butvon'the contrary, has resulted in -substantially hindering
its growth and development in those states in which such regulation
has been adbptéd;' As I indicated, Connecticut; which has the longest
history of such regulation, is the‘most Vivid"éxamplerof what can
occur, that is, scme six years of time-consuming and expensive
administrative hearings and litigation; and the total absence of
CATV all during this period.

Now you might say that New Jersey is not Connecticut and
the New Jersey Board is not the Connecticut Public Service Commission,
and these events could not occur here. I do not believe, however,
that this is necessarily an accurate conclusion. There is no reason
to bélieve that thekConnecticut"eXperience wés or will be unique.

The same circumstances' could well occur in New Jersey. Thus, if a

New Jerséy state_agency>Were to be .the governmental branch to deter-
mine CATV authorizations, the Connecticut .pattern of multiple appli-
cants, each applYing‘for several cities or areas, prolonged evidentiary
proceedings and hearings, followéd by lengthy court appeals by the
losing applicants, could well be expected to dévelop here. Whenever

a franchise prbceéding is formalized into an adjudicatory or quasi--
adjudicatory state proceeding, all the delays and expense inherent in

such proceedings inevitably attach.
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If there weré no other reasonable manncr of prqccdurc,
then it might Eg statéd‘thdt’éuch delays might be necessarily
toleratéd; Tor éxémplc;'in'Coﬁnecticut,_therevis no strong tra- .
dition of home rule by local governmeﬁt ehtifies. TFortunately,
héweVer,'that isvnotbthe case in New Jersey, where home rule is
significant aﬁd whefe’thé local cdmmﬁnities have amply demonstrated -
their comﬁlete'tapacity of franchising and regulating CATV in thé
public intéreét. | H

In summafy, the'history of state CATV regulation in other
statés has.not'demoﬁstrated‘in the affirmative public interest aspects,
but on the qohtrary, has shown several severe and distinct disadvantages.

Atjpresent,.franéhise'prbcedures in New Jersey are relatively
non4§émplex and governed by sfatutofy proCedures.' Interested appli-
cants épply‘tovthé éommunity and submit their bids. The community
after due'consideratipn of the'respectiﬁe proposél or‘prbposals,
determines Which, if any, applicants should receive a franchise and .
such fraﬁchise islduly prepéred and published. It is obvious, in
our opinion, thatwpubliciéervice commission regulation will add a
number §f coﬁplexifies, many of which“I‘have'mentioned; In any event,
particularly‘dufing the periods of legal mancuvering and other delays,
the residents of thé’specific municipality, which might have a distinct
and critical need fOrtCATV service are depri&ed of same. .

'The'second major'point’i>wish’to make today is that bublic
utility reguiation of  CATV would stifle its growth contrary to the

public interest. The development of cable television; which is
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obviously wanted by the public, since it has‘fbund public accepﬁance
almoét anywhere it\has‘been permitted to operate to date, would be
impeded, sharply curtailed, or halted,withwthe.advent of;pricgyreguf
lation in the traditional utility manner.as is’poqtemp1ated,by Assém~
bly Bill No. 2139. As the President of the nafionfs la;gestnmanu~
bfacturer of CATV systems and the operator of one of the largegt
complex of CATV systems throughout the United States, I can assure
you that cable television is still very much a high;risk business.
This businnés,-in essence, is no different than selling any other
form of entertainment such as a newspaper; magazineg a movie and so-
called free television. People do not, as a ﬁétger of necessity,
need it. - People have alternative choices of entertainment. Cable_
television must be marketed, not just initially to getigubscribers,
.but perpetually to héid them at all times in competition with other
purveyo:s of entertainment. The cable system customer, once connected,
is quite free to disconnect, and life goes on, perhaps with.the
customer choosing to use the cable television monthly charge to buy

a book for reading entertainment or perhaps.take in a movie or two,
although the prices for movies, as you are all well aware, have risen
dramatically in the last few years. The other witnesses here today

I believe will advise you, wenture capital exposed to such very high
risk, initially and continually, will just not be attracted to the
state in which the opportunity.for reward or‘return-is iimited while
the refurn available elsewhere in other comparable endeavors with a
similar degree of risk is not limited. You should seriously consider

that if no venture capital can be attracted, no cable television, and
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the public has one 1e$$ choice»for entertainment or educqtional news.
This is obviously not in the public intefest,because cable television
in many areaslof"the country has’proven to bevthe man ofvﬁodest income's
way to bringcentertainment‘to‘his family he otherwisé‘could'not afford.
‘In order_for the cable télevision industry to effeétivelj
compete for risk or venture capital Qi;h'othef entertainﬁent endeévors,
newspapers,imagazines, movies,‘béoksvénd all 6ther formé ofvsimilaf risk
entertainment would‘have»to bevregulated with a simiiar limit>bn oppoxr-
tunity‘for'profif, If teleyision is a-nécessity, téleviéion febaifmen
and shops should‘bg regulated and 'so should‘stores selliﬁg teléviéibn
,sets., Of‘courée, no one would even contémpléfe such regulatioﬁ. You
shr@ld_élsobconsiderbthat if eafnings of‘exisfing cable teleQision
sysiems in qu Jersey Wére torbe inadequaté, there couldbbé éefious
doubtuasbto their financ%al abilitybto continuélly updaté énd improve
facilities or even rep;ace in‘kind facilifies used in‘rendition of
cable television Servicewto:the pﬁblic.‘ My cﬁmﬁény has seénvcable
television systems go from fbﬁr cﬁannelé tb six to eight to ten and
now tweive - in the very immediété‘future twenty and even forfy chanﬁel—
systems, not ohly»because of a physical Qearing éut of tﬁe facilities,
but due to tecﬂnical obsolescence and the need to stay competitive in
the entertainment‘mérketplace fér customeré. Add to this burden
inflation Qnd‘possible-lowgr éﬁrnihgs dﬁe to regulation or eveﬁ the
threat of regulation, parti:ularly of the type céntemplatfd in Assembly
Bill No. 2139, yOU'will»find thatbvery sdon High risk venture capital

will go elsewhere,

193



Cable televisién service i§>regulated tQJéy in Ncw'Jersey
by loqal governmental bodies iﬁ an enfire1§ adequate manner, and
absolutely no shoﬁing has been ﬁade by anyoﬁé with hara facts that
’such regulation is not in the pubiic intérest;'ﬁhereaé costly state
regulation would not Be in‘the public iﬁterest. ‘Tﬁe Bﬁrden of proof
as to the need for state‘regﬁiaﬁion of‘cagle television as a public
. utility.should be met by those whé advocate such action. We are
not aware that this Assembly or‘your‘Commitfeé,‘Mr.'Chairman, have
received any complaints frém the conéumefs‘of ﬁew Jersey.aé to the
inadequaéy;of cable television service or the inability of the local
municipaiities to proberly and Carefﬁlly”regulaté the same in the
public interest. It would seem to u; that in the complete absence of
any evidence of need fofasuchbregulafiogi this additional‘administrative
burden should not bé added to the‘Board obeubiic Utility Coﬁmissioners,
the New Jersey CATV iﬁdustry of; more‘importantly, tﬁé consuming members
of the public. We moét stfongly urge fhe.régection of Assembly Bill
No. 2139. o

Thank you very much.
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STATEMENT OF
GARY I.. CHRISTENSEN
Gefdre the

COMMITTER O TRANSPORTATION ARD PUBLIC UUVILITIES

ASSTWBLY OF THE STATE OF NEW JERSEY :
PRENTON, NEW JERSEY

April 20, 1971

My neme is Géry L;'Chrigtensen. ‘i7am the Generél CQunsél
of the Natiéﬁ&1 Cable Télevisién ASédciétiOn, inc. (NCTA) with
officez at élSQthh*Qtreet,’N. W.., Waéhington, ﬁ, c. 20006.
NCTA, thrcugh itsfeouﬁsel; has appéa£ed before'Commiﬁtees of
the federal and Stat@ legiélatures,:administrative agenéiésl
and in tﬁé Courts on“matteré of interest to the cable telecom-
municatibns iﬂdugtrfs':T%ank'you for the Qpportuﬁity‘to apbear
beforevthis Commitféewand—ﬁovpresent some dbsgrvationé which I
hdpe will;be of some ﬁéiﬁ to youvinvyouf deliberatiqné.

I understand tﬁat‘this QQmﬁiﬁﬁéé haé‘undertaken to study
the neCAssityband ﬂesirébiiify bf‘the régulation of cable
television‘systems as pubiic ﬁtiii£ies.~ I submit that any State
Legislaturevshould'héﬁﬁ’gravé<reservatidn5”about attempting to
enactfanybcOmprehehsiv@'CATV‘fegulation.in,the fQCe of uncertain-
ties aS‘toithé propér roles of federa1, stﬁte and local govern~
mental-authoriti@s; national'communicatioﬁs policy, and economic
factors involving CATV.

N
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4‘While the CATV regulatory géﬂeﬁé‘hés‘béén, éhd is, in a
stéte of flux, some significant legal aeéisiéns have been made
which have a direct bearing éniyéﬁf déliheréfibné:‘ fhese jﬁdé?
ments, ¢oup1ed with the march of sééiéluand egénémié.forées,
governmental agencies, and quasi—public‘bodies;bcast long

shadows on proposals to add another layer to thé.fébric of CATV
regulétion.

?erhapéf for the record, it would be well to explain just .
wﬁat.é cable television, or communityﬁantenna‘télevision, or
CATV system is, The Federal Communications Commission (FCC),
at 471C.F.R.'§74.1101(a) defines a CATV system:

The term 'community antenna television system'

('CATV system') means any facility which, in whole or

in part, receives directly or indirectly over the air
and amplifies or otherwise modifies the signals trans-
mitting programs broadcast by one or more television
stations and distributes such signals by wire?or cable
to subscribing members of the public who pay for such.
service, but such term shall not include (1) any such
facility which serves fewer than 50 subscribers, or (2). any
'such facility which serves only the residents of one or
more apartment dwellings -under common  ownership, control,
‘or management, and commercial establishments Located on -
the premises of such an apartment house.

Generally, the CATV system is composed‘of "hardware" which in-
cludes a tower on which are placed receiving antennbs'strategically
placed to receive broadcast television signals where. their strength

is greatest. Usually, at the base of the tower, a technical facility

- is constructed to feed the television signals into_émplification

1%
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equipment and the cable netwofk} thié’faéility is known as the
"head-end". The cable netwérk>is composed of trunk lines,
distribution or feeder lines, aﬂdlthe customer taps. These
lines, constrﬁctéd éilcoaxial cable,/kay be buried underground
to telephone and utility péles in accordance with pole-line

or pole~at£acﬁﬁent coﬁtracté. In ofdéfﬂto maintain the étrength
of the signal at uﬁiform levelg throughout the cable network,
repeater amplifiers are ?laced at‘inﬂcrvals along the trunk

and distrjbutién 1iﬁei Thug the subscriber at the end of the
lirie of the CATV sys tem is éble‘to receive as}godd.é picture

as the subééri)er nearest to fhé head«ena; The trunk line is
the torso, the aiétrjbutién iines the arﬁs,'and the customer
taps are the fingers of‘the systems. It is at the viewer's
television receiver that the CAGV systém‘has both its beginning
and its ending, for the éérvice providéd.by thé CATV system comes
into the home only when ﬁhe:viewer activates hié receiver.

Ovér this hardﬁare is distributed the "software" which is
composed of broadcast felevision signals in all sYstems, of non-
broadcast television signals in‘sdme systems, and of noh—ehtef—
tainment signals in a very few systems.‘ The divefsity of the
software showsbbothkthe extent of the'éVOlutibﬁ of ﬁhe CATV
industry in NeQ Jersey and itévpromise fbf tﬂe fﬁturé if the

evolution is not retarded.
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At this early stage‘of>the Qommitteefs deliberations, it
lis also important‘that the Commi#teé knéﬁ‘fhéé:CATv and ?ay~TV'
(or STV as the FCC cglis it) afe not the ééﬁe; A nominal fee
is paid for the reception and d%stribution sfétem compfising
the CATV system, butvthe subscriber is not payiﬁé for specific
programs as he would under a Pay-TV baéis;‘ fﬁe diStribﬁfion
is made clearer when you consider that éay televiéion is a‘
system whereby the signal is broadcast in scrémblea form'to
be decoded by some device at:therregeive; so‘that’the signai
becbmés unscrambled and‘cleér. But CATV does:not ﬁse the broad-
cast_épectrum_but uses cable for the pur?ose 6f‘distribﬁting the
signal to the receivers. Pay-TV has separaﬁe encoded prqgrams
for which they make individual chargeé; CATVkpicksiﬁp free
pPrograns andiredistributes thosef Ho@ever, the FCC is p£bposing
detailed rulesiwhich, among other thiﬁgé, Wéuld ?equife CATV
systems to carfy Pay-TV signals in scraﬁbled form —;.to which the
CATV industry has objected. The FCC, aﬁd'repfesentatiQes of the
broédcasting and CATV industries h;ve réééqnized thé‘fundamenﬁél
différencgs bgtween Pay~TV and CATV.

In United States v. Southwestern Cable Co.,‘3‘92vU° S. 157

(1968), the United States Supreme Court established that CATV
systems were interstate operations, properly to be regulated by
the Federal Communications Commission' (FCC). .The Court stated,

at pages 168-169:
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Nor can we doubt that CATV systems are engaged in
interstate communication, even where, as here, the
intercepted signals emanate from stations located
within the same State in which the CATV system operates.
We may take notice that television broadcasting con-
.sists in very large part of programming devised for,
and distributed to, national audiences; respondents thus
are ordinarily employed in the simultaneous retransmission
of conmunications that have very often originated in

ther States,  The stream of communication is essentially
uninterrupted and properly indivisible. To categorize '
respondents' activities as -intrastate would disregard
the character of the television industry, and serve
merely to prevent the national regulation that "is not
only appropriate but essential to the efficient use of
radio facilities." (Citation and footnote omitted,)

Subsequently, the detailed regulations of . the FCC were upheld in

Black”ﬂills Video Corp, v. United States, 399 F. 2d 65 (8 Ccir.,
1968) . Thosc regulations contain the following rule, found at
47 C.F.R. §74.1109(a) :

Upon petition'by a CATV system, an applicant, per-
mittee, or licensce of a television broadcast, translator,
or microwave relay station, or by any other interested
person, the Commission may waive any provision of the
rules relating to the distribution of television broad-
cast signals by CATV systems, impose additional or differ-
ent requirements, or issue a ruling on a complaint or
disputed cquestion., (Emphasis added.)

Thus, the extent of the FCC's regulatory power over CATV system
operations is virtually unlinited except by'Constitutional pro-

tections.

The FCC has already. determined that CATV is not a common

carrier like the telephone companies, Philadelphia Broadcasting

Coo v. Federal Communications. Commission, 359 F. 24 282 (D. C. Cir.,

1966),»which determination was approved by the Supreme Court in
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Southwestern, and moved to regulate CATV's relationship with

telcphone companies in General Telephone Company of California,

et al,, 13 F.C.C. 2d 448 (1968), aff'd sub nom. General Telephone

Company of California et al, v, F.C.C., 413 F. 24 390 (D, C. Cir.,

1968) cert. den., 396 U. S, 888 (1969). 1In affirming the FCC,
the United States Court of Appeals conciuded:

Any other determination would tend to fragment the
regulation of & communications activity which cannot be
regulated on any realistic basis except by a central
authority; fifty states and myriad local authorities
cannot effectively deal with bits and pieces of what is
really a unified system of communication.

- I am not unmindful of the case which upholds the Nevada

statutory scheme for regulation of CATV systems as public ‘ .

utilities: TV Pix, Inc. et al. v. Taylor et al. 304 F, Supp.

»

459 (D. Nev., 1968) aff'd 396 u. é; 556, but I.wish to emphasize
that regardless Of‘thg leéél:authority which states may or may
not have, it isvthe clear'judgment of the couftsithat national
regulation mﬁst first be seﬁtled béfére-the réle of the’states
and cities can be realistically assessed. Further debate on the
merits or authority of TV_Pix sgrves no useful pﬁrpose at this
time. Suffice it to say that the clear teaching of the cases
felating to FCC authority over cable teieViSion points to
approval of the ever expanding exercise of federal, as opposed

to state, regulation of the cable industry.
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Inevitably, there will be a broad band cable communiéations
service (BCN) in this state. It will, in many ways, resemble
CATV'tqday. However, this fesemblaﬁce will be like a cthsalis
to,a‘butterfly, »Tﬁg BCN will servefmény more purposés ana |
provide many more services to a greater number ofrpeople than
is now prov@ded over CATV systems. We sometimes speculate as
to the types of seryices Which Will ultimately beicérried on a
cable system. It is likely that some of oﬁr wildest specu-
1ati0ns”will;ultimately become.reélity, However, théy are
still speculations.‘ Becéuse ﬁhe industry's hisﬁory is
relatively short; because #he regulatory questions are many
and unsettie&; ﬁecause the‘technpi§gi¢$l‘changes are rapid but
unpredictable; because thé econémic and market informétion is
limited, we cannot’ygt pe ééftain’és fo héw this industry will
develop. QATV has nbt yet achieved‘a degreé éf maturity usﬁally
vassociatédwith an industry which is regulatéd as>aléublic
utility.: The impoéifidn of utility-type regulation‘atrthis finé
could inhibit aevelopment unneceésarily; |

" This i; ﬁ@t tolsay ;hat the states db not ha&e a place in
lthe‘total_regulatOgy séheme. it may weil bé that soﬁé afeés
will be appropriate, evén desiraﬁle, for state fegulatidn at
-some future time. It is impoftant thét tﬁése éreas be examined

at the appropriate time; important to our federal system, important
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to the regulétory bodies affeéﬂed, important to the cable tele-
visioﬁ industfy, and mostiimbértaﬁé.to‘thé public whom we all
serve. Thé developﬁeht of staté;.éven‘multi—state, telecommunica-
tions poiicy within the framewofk of our hatiQnal goéls and
regulatoryvparameters; jé certainl§ é desirable scbjective. But,
as the coufts have said; tele&ision and cable television are
subject tovthe prb&ision‘of the Commﬁnicaéidns Act of 1934, as
amended, ﬁhiéh has’occﬁpied the field to ﬁhe e%tent that regu-
lation is exerted by‘the FCC. Ahd, so long as the national
telecommunications policy ié illmdefined of fluid, it would seem
to me to be the bettéf poliéyiﬁ express your interest in
develo?ing éireéulatory mixlof such quéliﬁy as to foster the
devélopmént.of‘cablé teleViéioh within yoﬁr state;

| in-that fégard your.tésk will not bevan easy one fdr, if
you propose to reguiate céble telécommunicafibns systems in
New Jersey you must consider not ohly thé ﬁeéds'of:éach locality,
requirements and limitations of YOﬁr state agencies, but alsd the
overriding national poliéies attendantvonlcommunicétidns, copyright
and anti~trus£;' The FCC, in'almbst constant deliberation for over
five yéars,'has oniy recently becﬁ>able to begin‘to resolve the
diﬁergencies. ThevFCC's television'poiicy alone goés back to
before 1952 when it adopteduan allocation ﬁlaﬁ which was to ensure

that virtually all communities, irrespective of size or location,
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would be adequately servgd both with fespect to quantity and
quality‘of teleQisi@n sefvice° | -

It was’beliefed thé£ ail éllécéfioﬁs Qouldbﬁitimatoly
become viableboperating tele§iéi§n staﬁions. As sﬁch,‘those
CATV Sygtéms whiéﬂ‘wcre insﬂailed‘in fﬁrélvor relétively |
spar§ely popuiated aréa$'Weré considefgd to bé fiiling‘a
tomporéry need.uhtil such time»éé bfoédcast stétiQns bécéme
available‘in:thésé afeas. | |

waévef,iit has becoﬁe appérent tﬂat thevFCC's allocation
plan has failed té considef‘thé ihébilitf of smaller markets
to attract sufficien£ advertising revenues fo éuppoft the |
statiOnS which had bee5 ailoéated £Q thcm; 'Furthefmore; despité
the slow development of feléVisibn staﬁiohs in the'émaller
markets, tﬁe publié's démand in these-aféas, for gfeater pro—
gramming variéty and’imprbved duaiity, has contiﬁﬁed to grow at
a rapidvpacé; | | | | |

During théll7 yeafs.whichvhave‘elépsed siﬁce the FCC's éiloca;
tion plan-was-introduced;ia number»of'éfforts havevbeen méde to
fulfill thgiobgéétiVes Qf'thét:pian tﬁréugh é:cbmpiéte éystem of’
over-the-air broadcast_facilifies. While.these efforts héve mef
with varyinq degrees of.suCCéss, none have ého@nfany‘signs Qf_
comihg close to‘fulfillingvfhéroﬁjectives., Tﬁe ngwth of CATQ

has closély‘paralleléd the grbwth of the télevision industry. It

203



- 10 -

is appérent tﬁatbthe gfé&£ﬁlof;CAfv islb§sed notvonvtﬁe &emand
for cable television per se but on the_deménd‘fér tele_visiono |
Cable television has feached'itS'preseﬁt‘lévél only‘bécause
the Fcé's plan for television ﬂasfﬁiled to achieQeAits original
objeétives_and héé‘failed‘to anticipate‘the demand for service
whic£ the medium has éenerated, fﬂerefore;‘apy feference to
cable television's growth éﬁd public acceptanée,mustvbé made
within the context of fhe ﬁelevision industry:and ifs public 
acceptance, .ThevFéC has informed fhe CATV~inﬁustry and the
Congress of the United Stafes th%t iﬁ order to deal withﬂthe
CATV regulatory'préblem, one must éonsidef compeﬁitivé, copy-
ight, éﬁé ¢ommunications bélicies,v if tﬁe latter propbsition
is’trué, and thié Cghmittee has no‘reasonvto béliéQe that it
is not, furthef éction Eyvthié Committéelmgstiét leést await
developments in fhe nétiohéi-éompeﬁitivé;copytight,vand
communications érenas, if its conclusions are to comport with
national and over—riding poiicies affecting CATV. |
Throuéh "iﬁterim processing procedureé;"‘the FCC has
impésed defaiied rﬁles ﬁér CATViﬁ ﬁajof:ané minor television‘
markéts, as Well és'outéide any markét. vThe FCC has created_fhree
castes of Viewefé: Théée'within 35 ﬁilés‘of a major television
market, thosebwithinv35 miléé bf aAmiho; teleyision ﬁarket,'and
those whd afe ouﬁsidé‘of ény35-mile‘ii%ited fééeption zoﬁe,

CATV, 15 F.C.C. 2d 417, 428 (1968).
204
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In swmmary, the FCC has proposed that all CATV systems within
a 35-mile radius from the méin post office of 153 cities located
withih the 100 largést‘teleVision‘markets will be allowed to

carry only local television signals unless the CATV system can

obtain "relransmission consent” from distant television btatioﬁs

on a program~by~pr0gram:basis.. Whefe predicted Grade B signal;

of television stations in two‘major‘markets overlap, a circum;‘
stance prevailing in 91 of the Top 100 markets, the CATV sySte&'

can carry only the local signals of the closer community unleéé

it receives "retfansmiséion consent" or is within 35 miles of béth
communities even though all signals would crdinarily be con-~

sidered "local", CATV systems within a 35-mile radius of small
television markets (iﬁgL,‘not designated in the Top 100 markets)
could carry only the local signais or enough to provide thrée full
network television stations, one independent station, and
educational stations, unless‘thé‘CATV system receives'"retfansmiSSion
consent" from distant‘statiohs,,again on a program-by-program basis.
CATV systems located outside these radii could carry any number

of distant signals provided the CATV system first carried those most
proximate within each of four classés of stations: Full network
stations; partial:netWork'stations; indépendént stations; and, ETV
stations. The retransmission consent, although initially claimed

by the Commission not to be so, is, in effect, a copyright clearance
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‘designed by the Commission to place CATV in a marketplace which,
prior to Commission regulation, had no sﬁch requirement and which

has been recognized by the FCC as unworkable, First Report and

Order on CATV, 38 ¥F.C.C. at 704; and, Second Report and Order on

caATY, 2 F,C.C,>2d'at 768. While presentiy operating‘under thgse
proceaures,.the FCC proposed a whole new complex oﬁ rules and
proposals which are sunmarized in‘Aﬁtaqhment A hereto,

fhe difficulties of fitting CATV ;nto existing copyright
concépts is, by itself, enormous. Although the United States
Supreme Court has determined that CATV sYstemé are not liable
for copyright royalties for tﬁe distribution.of television broad-

cast signals which can be readily received on conventional antennas,

Fortnightly Corp. v.‘United Artists Tele&isiog, Inc., 392 U, s.
320 (1968), & national television network_claims_that there are
"certain areas not covered(by.that suiﬁ, and‘hés initiated a law-
v’suit which has potential effects that couldvdécimate fhe existing

CATV industry and destroy its future. In Columbia Broadcasting

System, Inc. et al Ve TelePrompTer Corporation et al., 64 Civ, 3814,
(S.D. New York), the alleged copyright liability of CATV systems
which use television broadcast signals tfansmitted:by'point—to—point
microane or which originate their own programming‘is‘bging tested.
Because of the FCC's.opinion that”copyriéht policy:must bevcone

sidered in regulating CATV, and because of the complexity of applying

206




copyright concepts. to CATVg‘thefCongr¢SS“of the United States
iniconnectibn‘with its §mnibus}revision’of the'éopyrigﬁt laws
of thé'nation; is now considering legislaﬁion wifh respéct to
CATV involvcmént with'copyright; S.644 is now pending'befogz
the U,~SQ‘Senaté Schommitteé on'PatentS,,Trademarkﬁ, and CdéY»
righte. The 1@gislatioh is extfemely:coﬁplex,iand deals: with
more than just the paymentfof.money - it also involves the;;ight
to coutroi, cveﬁ.to totaily Qithhold’televiéion'signals-froﬁ&
CATV systens becéuse suchlsignals transporit copyrighted.mate}ial.
The results of‘thisilitigaﬁiOﬁ'ﬁnd legislation could signific;ﬁtiy
alter th@‘CATv-iﬁdustry in ways whiéh are preﬁcntly’impossible
to forécast. The CATV industry whiéh'You intend to regulate
today may be somethingventirely*différent toworrow. Good legis-
lative timing reguires that you have patieﬁce, that you avoid
the ﬁitfalls’of hasty’action,,that you-avoid legislatibn that
will lead to bitter iitigatioh.

'Undef no Circumstanées should CATV be regulated as a utility.
On the federal 1ével~it is regulatéd as a freely competitive enfer~
prise. It is recognized as a medium for the provision of ehtertain—
ment and information and not as a neceséity. Thevtotal‘service is
still primarily one fbr‘entertainment. It is a high risk business,
depeﬁdent.upon Venturé capital,>Which competes with translators,
booster, satélli£QQ, television stations, and even roof-top

antennas. Observation of those states which do regulate CATV
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as a utility show that such regulation is a step béckward,
~Even such leaders as the Hon. Reese Taylor, former Chairman of
the Nevada Public Service Commissionuwhiéh regulates CATV in
Nevada, have expressed doubts about the appropriateness of
utility type CATV regulation. Casual.dbéervaticn of Connecticut

reveals that after six years of utility type regulation of CATV,

not one CATV system has been energized. ' If CATV systems are ever
constructed in tﬁese-states, the type of regulation will lead

to concentration of control in only largé enterprises forcing the
snall businessmen, who started this industry, out of the céble
television business. No legislature shoﬁld permit that to happen,
much less encourage it.

Finally, the present system of municipal regulation based
upon the inherent right to regulate use of £hé public ways; and
insuring the opportunity for participation by local citizens,
has worked exceptionally well. Municipal;regulatioh, and
competition, have kept rates low - the national average is about |
$5.00 - and increases have lagged behind inflationary trends. At
the'same time our technology has advanced spectacularly. From
the older 3-channel systems, we Bave become capable of providing.
12 channels and 40 channel systems‘are under construction in
California, and as our capacity has increased so has our technical

reliability. We believe this record should be compared with that
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of the regulated utilitieé in the State of_Newaersey £o give
sdme indiéationvof;thé deéifaﬁiliﬁy,Qf,stAté'regulation of CATV.
In ébnclusion,:thank you féf.éllowing me t§,appear‘hereV
today. ‘Letvmevaésure fou-tha£ NCTA wiil cbébéréte with thisl
Comuittece and the Néw Jérsey,pégislétﬁre. If NCTA can provide
you wiﬁh further~ihfbrmatioﬁ ab6q£ deiinduétry,‘Qr assist you
in any‘way;-please c§11 Qn’ué and welwillvdd all‘we can to help

YO, pie
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ATTACHMENT A

THE BEGINNING OF CHANGE

In July of 1970, the Commission caused a flurry of
dct1v1ty which secmed to 1nd1cate a new resolve to
‘accept the qupOHSTOlllty which accompanled its assertlon
of regulatory authority over cable television,

T . . ST :

PRO RAM ORIGTNATIONS

i By rule, effective August 14, 1970, ‘the time for
commencenciit of ma ndaLory or1glnat10n (S@e, First Report
and Ordcr in Dockot 18397, 20 Fcc2d 201 (1969) for systems
of 3,500 subscribers or more was extended to April l,'
11971, A rule precluding the cablecasting of lotteries
(lotteries have three elements: prize, chance and con-
sideration) was also adopted.

A system may not make arrangements which inhibit
the use of its .cablecasting channel for public affairs
programuing during prime time. For example, entertain-
ment-type CAIV originations must not bar public affalrs
Programning .

In addition, generally, if a CATV system makes a
per-program or per-channel charge, it may not carry com-
mercials, or present series programs, or prescent sports
events which have avpeared on commercial TV within the
past two years, or prescent movies which were released
in theatres more than two years ago, on those channels.
Not more than 90% of the programmlng on those channels
can be movies or sports,

Ominously, the warning is given that, if cablecast=-
ing threatens commercial television, "remedial action"
may be taken. Mcmor mdunt Opinion and Order in Docket
18397, 23 FCC 2d 825 (1970) The Lwo~voar rule on sports
may be increased to five years upon completion of a
rulemaking proceeding in which comments have been sub- .
nitted.

FEE SCHEDULE

On July 2 the FCC adopted a fee schedule for all
CATV systems of 30 cents a subscriber annually, effective
August 1, 1970, with the first payment due April 1, 1971.
'iling fees for notices of commenéemcnt of service and
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petitions for special relief are $10 and $25, respcctively.
Fees Schedule, 23‘F.C.C. 2d 880 (1.970) .

. CROSS. OWNIIRS ATTP Rtu;;s

By rule, oJJcctwvc August lO 1970, th three

national tclevision broadcecast netwoirks are pr cc]udut

from owning, operating, confro_lln.ng or having an intcrost
in CATV systems; W ostations may not have CAUVs wholly or
partly within the TV's predicted Grade B contour; and,
translators way not have CATVs serving the same communi--
ty. Of course, the reverse is also trae for CATV.,
Systens cannot own the three broadeast networks, 1V
Sstationd, or translators undoer tho-same circumstltanceos.
Sccond It mmj; nd Ordcr'in Doc ]ot 397, 23 FCC 24 816

(19/0)

A new section added to the PCC's rules (74.1131)
'noto" that "control" means actual worlking control, and

Yinterecst" i int bretod as comuon oificers, dir@c«t(‘w“
and partisl nh,fv:u:’l as whole ownership, Special consider-
ation is given to pﬂbllc corporaticns with over 50 ine
vestors (1% common ownership prohibitcd) investmont
companics (3% common ownership prohibited), and stock
held in street nomes, eto. Thyee yoears is allowed for
divestiture, with copportunity. for extensions.

CARRIACE AND. NOMDUPLICH

The present carriage and nonduplication rules arc
continucd, and the documents seem to anticipate the
filing of inTormalional reports alrcady proposed by the
FCC. Tt would also appear that the Commission will
continue thoe freecuze on CALV expansion in television
deLO.o until new rules are adopted.

AR PRLUTWT PROPOSALS

The Commission's prescnt propoaals generally pro-
vide for rew rules in several areas. o

PROPGS 7\]',&) ON _CROSS. AND I;\ilf.IJTlfPT‘]v? DWNERSITTD

In a companion rulemalking procceding, Docket 18891,
wod Rule Making and of Tnowiry, 23 I'CC 2d
proposcs rules whiich would preclude

Not

83 .3
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CATV and AM adlo cross= owncrshlp if Lhe cablc system is
located within the AM radio station's primary service
arca, and which would preclude:CATV and FM radio cross-
ownership if the CA1V system were located within the

' radio station's 1 mv/m contour.

8

Lindtations on multiple ownership of CATV systems
of over 1,000 subscribers are also_propoéedo For purposes
of multiple ownerchip, all systems within the same
Standard Mcetropolitan Statistical Area (ﬁMSA) under
cowzion ownership . are treated as a singlel system. Where
there is no media cross-ownership, owncrihip of 50 systemns
would be allowed; off the 50, only 1 could be located in
the three largest SMSA's; 2 in the top JO 3 in the top
25; 4 in the top 50; 7 in the top 100; no more than 10
in adjoining states; no more than 5 in the same state
with only one in a top 100 SHMSA. ‘ |

If the CATV hag crosgvownership with more than 1 TV
or 2 AM's or 2 FM's or 2 newspspers, ownership of only
25 gsystews would be allowed, of,which~onhy’l-could be
located in the 10 largest SMSA's; 2 in the top 50; 4
in the top 100; 5 in the same or adJoanwng states, with
only one in a top 100 SMSA. : ‘ ' S 4
o > . ; | : :
As an altérnative, or perhaps an abdition, a total
limit of 2,000,000 subscribers with a ]O“ growth factor,
would be imposzed. "Ownership", "conLrolV, and "interest"
would be defined the same as in the cross-ownership rules.
An inquiry was started into cross-ownership between CATV
and ETV's, newspapers, microwave carriers,. equipment
manufacturers, national news magazines, advertising/
agencies, and unnamed others. "

TECIINICAL STANDARDS

The FCC also proposed rules setting technical stan-
dards for CATV systems in Docket 18894, Notice of Proposed
Rulemaking, 25 F,C.C. 2d 38 (1970). The technical pro-
posals include a suggested 20 to 40 minimum channel capa-
city, two-way capability with a 4 K Hz rcturn from sub-
scribers, and capability for scxlrute prpglam origination
centers in "communities" within the franchised arecas.

The proposcd performance standards do not prescribe nethods
or kinds ofbequipment the CATV system must use, but do
require annual conpliance reports, '

b
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The proposals list seven new definitions: cable
television channel; channel frequency response; system
noise; subscriber terminal; terminal isolation; visual
signal level; CATV system channel capacity. Complete
performance tests will be required once a year and
certificd to the I'CC. The tesls must be perforned at
three widely sepaveted subsceriber terminals, one of
vhich is ropregentative of terminals most distant from
systom inpub.

The proposed standards will require a minimum
signal level Lo subcceribers of O dowv (1 millivolt in
75 ohms) . The level is to be naintained within 6 aB
ol the vu1uu reported to the comm1s&ﬁcne Adjacent
channels nmust be within 6 @3 and visual signal level
on any o:hur Chuﬂﬂ(] nust bhe within 10 dB.  Aural
signal lovels arc to be within-13 to ~17 db of the
ansociatoed visual ,ﬂ.x,:‘gv;ndl, Visual carrier frequency
must be beld at 1.25 Mz % 25 kliz above the Lower
Cbourdary of the cable channel; The vural carrier fre-
guency wust be 4.5 Iz b1 GE above the visual carrier
freguoncy. I_.Qw i'l’("'I'l"C"'lC"’ disturbances,; such as hun,
may not oveeed 5% of the pewk-to-poal isual signal
lovel. awplitude response must be witl ..]';:i.n T 2 ap for
freguoncics within -1 Miz and +4 Milz of the visual
carrier. Signal to WNoise ratio al subscriber toerminals
for Grade B signals is proposed at 35 dn. Discrete
frequency interference, cross-nodulation, intermodu-
lation, co-channel, otc., signals must be supprersed
46 dB below desired visual level., fThe proposed stan-
dards include a terminal isolation of not less than 30
di, oexcept between separate TV and FM terminals *t'the
same subscriber where it must be not less than 15 dB.
Systems.would have threce years to be brought into com-
pliance. - ‘ ' ‘ |

THE_PUBTLIC DIVIDEND PLAN

Of mujor importance to the growth of the CATV
industry was the 1'CC's propesed rulemading in Docket
18397-A, Sccond Further Notice of Proposed Rul emaking,
24 T.C.C. 2d 580 (1970). 9he FCC said it is searching

for alternative dis tant signal policies which will:
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v‘fto be paid Lo the COlpOfuLth ior Publlc

LIS

‘e},:;vzyuv4~

33(5X¢,a 51st 1ndependent UHFs and ETVs-:'"eh”w'

i{(b) “not undermlne healthy operation of 6ther

‘VTVs-.,‘ ‘

" (¢)  be "fair" to coPleght owners-fand BERE

=i(d)ﬂiallow sufficient dlstant

s;gnals tO;f

- permit gucce50£ul CATVjOPcratlon 1nfr$f

'major malPotS.,1

o Thc Comml sion. eressed that gts proposals were'
mere ly'“proposols”‘dnd are aependent on: leglslatlon

- maklng CATV ]1ab]e for copyrlght payments.

fap ':1; CORPOPATTON ron PUBLIC BROAD“A TING FEE

37 o ‘. P

In add1tlon to a copyrlght royalty

payment, whlch .

"prevumably woxld be mado by all CATV oystems, the FCC .
- proposed - to Jmpoee a.fee ;(5% of groes revenues from sub-
: schptlons)w—on CATV‘cysLems in the top 100 markets only=--

Broadca L;ng (ETV)

‘Even systems of 2-3,000° in top-lOO markets may be exempted
- from such’ pwymcnto.__lt was propogcd that a- telev1810n
market would be defined by 35-mile c1rcles compuLed from

ﬂ’prevent mar?et refcrcncc p01nts.~7'j_

CARRIAGE OFJLocAL{ANDHDISTANTiSI3NALSf

In top lOO mdrketo; 1f the propo"al' éré a&ébted 

“CAfV systems could carry local Jgnalu,,pefhap%3"m1581ng" o

;'neuwork statlona; four dlstant 1nﬂependcnt commercial -
signals, and unllmlied dJstant ETV SIgnals (prov1ded they

'*_‘were not ObJCCLCd to by the "lOCal" ETV &1censee or perm1t~"
- tee. at the time noLlce wa° glven ).y Independent program—.'i

|

: ming on distant network sLatlons could bF counted as an

"1ndcpendont" smgnal
‘ In the umallel markets, CATV syste
‘local 51gnals, plus four distant commerc
. cludcs "missing": networL s1gnalq ;n»the
~and unllmlted dis tant BTV olgnals (agaln
,J'local BTV llconsee or pcrmlttee did not-
n~,31gndls would be predlcted for local sig

msieodld'carry»*
1alisignalsf(in-i
total of four),.
prov1ded the "
dbject) Local
nals -in over~ o

vi‘lapplng najor markets. CATV systems outelde of any maf~’
- kets could carry unllmlted dJstant 51gna&s.f :f“

g
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On imported distant signals, commercials would be
deleted and replaced with commercials provided by local
commercial stations (primarily independent UHFs). Fund
appeals on imported ETVs would be similarly replaced

with fund appeals provided by the local ETV. The switch-
ing cost . for commercial substitution was proposed to bhe
imposed on the beneficiary stations. It was proposed,
however, that CATV systems bear the cost for ETV fund
appeal substitution. However, the FCC desired comment

on whcether CATV systems should help bear the cost in any
event, : :

Where there are overlapping major markets, commer=
cials would be substituted by TV stations putting a higher
grade contour over the CATV system after conmercials werc
deleted on local, but lower grade contour, signals.

The expense and income from commercial substitution
generally would be shared first by local independent
Ullrs, then by local virs (after waiting two years for
UHl's to develop); and, by any station which was able to
prove special hardship.

LEAPIROGG ING

If distant signals were to be imported, the IF'CC
proposed partially to relax the present leapfrogging
restrictions. ITn top-100 markets, two of the four
independent signals would have.to come from in-state,
if available. In smaller markets, the "missing" network
signal, if any, and two independent signals would have
to come from in-state, if available. There would be no
other restrictions on leapfrogging. The FCC did not
discuss the availability of microwave facilities for
distant signals.. ‘ :

CABLICASTING CHANNELS

The FCC proposed, at least in the "core city" of
major markets, to require capacity for diverse program
origination. For example, the cablecasting requirement
is continued (perhaps 10,000-subscriber systems will be
required to originate 21 hours a week in prime time with
an undiscloscd percentage to be of "local nature") and
new systems of 20 or more channels might have been required
to provide 50% of their channels for origination on dcmand.

215



- ] -

A "sports blackout" on orlglnaLlon channc3s correspond—
ing to thaL of broadcmqters would be 1mpoqed

-In addition to the.cablecaSting channel, the new.
CATV systems would have to have the capacity to carry all
“local television signals, and to provide for at least.
“one free local govermwent channel, free local public
access channels, leased channels and channels devoted to
instructionnl uses. The Commistion stated it will take
appropriate action to insure avalldbility of leascd

channels, including rate surveillance, if necessary.

C-:I\Z\Nl MATHERING

Most o>1Jt1nU CATV uystcmv would be "grandfathered”.
In top-100 marhets, if a CATV system extended its trunk-
line into now arcas it would lose its grandfather status
in the new areca (as a practical matter, that would probab-
ly wcan the entire system) . In smaller markets, CAIV
sysloms coulu expand within theixr franchised areas. But,
if the systean added a new signal or expanded into a new
community, it would, perhaps, not be allowed the full
COHHQOﬁ(ﬂL of distant signals proposed for small markets.

The foregoing were the mujor proposals relating to
CAMV system opoeration under the: Public Dividend Plan. .

There were other proposals, alternatives, and hedges.

I‘}JIDT-‘I\.’XTJ/I OCAL RTE UL/J.I‘I’TL“T OF CATV

The FCC also proposed ru]cs thch would proompt
regulation of CATV based on a federal-local government
dual regulatory approach, Noticc of Proposed Rulemaking
in NDocket 18892, 25 FCC 24 50 (1970). Under the Com—
mission's preferred approach, the FCC would retain regu-
lation of carriage and distribution of tolcv1qlon signals
and of prOjlam orLglnatlonq : ‘ »

The 1ocal‘government would-determine the successful
applicant for usc of the public ways by measuring all -
applicants agoinst standards set by the FCC., The suc-
cessful applicant would be certified to the FCC which
would then, presumably, license the CATV operation.

T
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8F-1201 (R5-60)

6C7P EST APR 15 71 PA199 o |

P ATA148 FG NL PDF LINWOOD. NJER .
HAROLD C | OLLLNBECK | - :

ASSEMBLYMAN ROOM 218 STATE HOUSE TRENTON NJER | :
OUR LONG EXPER IENCE WITH CABLE TV IN OUR COMMUNITY HAS CONVINCED
ME THAT OUR COMMUNITY, OUR PEOPLE AND CATV IS BEST SERVED WHEN, :j“
LOCAL GOVERNMENT IS IN CONTROL. WE ARE PLEASED WITH PRESENT -
CABLE TV SERVICE HAVE ADEQUATE CONTROLS FOR THE PROTECTION o
OF OUR PEOPLE. RECEIVE MUCH NEEDED REVENUE AND FIND ALPINE
CABLE TV VERY COOPERATIVE. I SEE NO NEED FOR ASSEMBLY BILL
#2135 AND AM OPPOSED TO IT :

GEORGE K FRANCIS MAYOR OF LINWOOD NJ

3&0? EST APR 16 71 PA182
P NTA159 LA PDF EAST BRUNSWICK NJER 16 SOOP EST

'ASSEMBLYMAN HOLLENBACK .
© RM 218 STATE HOUSE TRENTON NJER. | el e
PRESENTLY WE HAVE AN OPERATING SATV SYSTEM ovzn WHICH WE KEEP}[*”
CLOSE CONTROL. THERE HAVE BEEN NO CONSUMER PROBLEMS AND WE -
ARE SATISFIED THAT YOUR COMMUNITY CAN. ADQUATELY CONTROL CABLE

- TW THEREFORE 1 OPPOSE PUC CONTROL. -
- HENRY BEHRE EXECUTIVE V P MIDDLESEX CABLEVISION EAST Bnunswxcx N
NJER.

(302),

””*2i7'7"



- BR1201 (na-oo) o

OF URURPTION OF . THISCONTROL BY THE STATEo LOCA »
\'IN BETTER COOPERATION FOR TH MUNICIPALITIES INDIVIDUAL OR PARTICULAR _—

'-,FROM COMVUNITY CONTROL, NOT TO MENTION IN THE

sr1201 (Rs49)

‘1231P EST APR 19 71 PBO6O g e
P ATAO65 MG PDF TDAT. SOMERSPOINT NJER 19 1gsoA EST

J

ASSEMBLYMAN HOLLENBECK L ; L
|

' ROOM 218 STATE HOUSE TRENTON NJER - IR

'-"';'FOR OVER FIVE YEARS OUR CITY 'HAS ‘BEEN SERVED Bh{ ALPINE CABLE
- TGe WE ARE PLEASED WITH THE SERVICE AND CDOPERA‘UON RECEIVEDo

~QUR CITY RECEIVES MUCH NEEDED REVENUE AND; WE CQN VERY ADEQUATELY S

| CONTROL CABLE TV THEREFORE 1 OPPOSE P U C CONT
GEORGE F ROBERTS MAYOR OF SOMERS POINT NJ
'<1222).v;,,* | e .

,ssop EST APR 16 71 PA285

S | P TNA37s DP PD LANBERTVI
’*How HAROLD C HOLLENBECK, Ly s

" TRANSP AND PUB UTIL COMY STATE HOUSE TRENTON
~ RE CRANE BILL A2139 WE ARE SATISFIED WITH OUR P
“;'SYSTEVS MUNICIPAL CONTROL AND DISSATISFIED WITT

© NEED OF THE POLICE, 'FIRE DEPARTMENT ETC. commq:

 WE WOULD LOSE ST

OL

LLﬁrNJER‘ls‘sxop EST

NJER

RESENT CATV
THE POSSIBILITY
CONTROL RESULTS

ITIES BENEFIT

WO PERCENT WHICH

' MAYOR ANTHONY J NANNI CITY OF LAMBERTVILLE NJE»R!"o“V

]v(637>f
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., western Auvni.;ci

1132A EST APR 20 T4 PAOSQ SYDO@Q Yoo R

SY NB174 XNT0255 cJ PDF TDN BAYONNE NJER 20 9@0 o

- 35 o s _ '
CHAIRIIANM 1oLl FP r"C!( W DLY 75 : : : .
T TRANSPORTATION AND PUBLIC UTILITIES COMMITTEE STATE HOUSE o

ROOM RENTON NJER . : . '

DUE»TO A DEATH I WILL BE UNABLE TO TESTIFY ON BEHALF OF NTQE
S NEW JERSEY CABLE TV ASSOCIATION MY EXPERICENCE AS PRESIDENT _
'AND NOW BOARD CHAIRMAN OF THEN NEW JERSEY 'JAYCEES CONVINCED }f"'
“ME THAT AN HONEST EFFORT WAS MADE TO' ‘BRING QUALITY TO LOCAL
PROGRAMING TO MANY ”ITIES IN NEW JERSEY STATE REGULATIONS WOULD
SERIOUSLY CURTAIL THE GROWTH ANND EXPANSION OF THIS COMMUNITY
SERVICE . .

J.A NOWICKIo

(513>

- SF-1201 (’RS-SO) .
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012.PD WASHINGTON. NJER 19 947A EST
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NTL? wtfﬂAVE AN o OPERATIBG CATV SYSTEY OVER

WE KEEP CLOSE CONTROI. TO MY KNOWLEDGE THERE HAVE BEEN
NO CONSUMER PROBLENS AND I AN SATISF IED THAT OUR COMMUNITY

* CAN ADTQUATFLY CONTROL CABLE Ve THEREF ORE. I OPPOSE PUC' CONTROL
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\lmrhf c\cr\ week in New Jerséy somo mummpahty
sells a chunk of the pubhc domam to a cable televnsxon
company.

Nobody is quitc sure that the mumupahhcs ha\e the
legal right to do this. Virtually everyone in and out of the
cablc, or community antenna (CATV) busincss says that
the municipalitics don't have the expertise to choose

among the bids or regulate the cable system once it is -

installed.

But the buying and the selling goes on. Contracts are’

signed. The patterns are imbedded and by the time the

* State Legislature or the Public Utilities- Commission or

the Federal Communications Commission gets around to

coming to grips with CATV, it may well be too late to

insure that the industry is developed to best serve the
-public interest.

Technology Present

CATV holds enormous promisc. Right now it can

f'uarantce perfect reception of local and distant channels

and some rudimentary local programming — the weather

and a dash of local news and sports.

But -at some -point in- the future it may well be. :
deh\,crmrr your mail and d:ulv newspapcr takmg your_

How CATV IS

i, 'eef Q’@& ]P W@ /

shoppln“ orders, adjusting your bank balance, giving you
two-way visual communication, delivering reams of com-
putenzed datd and provndm you with a home reference
service. .

These arc n‘ot futurlstxc pipe dreams. Thc technolo"y is
here or ]ust around the corner.

CATV is the most promising, politically sensuixe. and
potcnhally lu(‘natlve technolonxcnl development since thc
rise of the cox‘nputers—-only more so. -

It is also an mdustty that depends on public sufferance
and cooperahon yet it is v1rtuallv unregulated.

Thus each Jf New Jersey's 567 mumcxpahtlcb is free to

sign' with w.ntm er company it chooses.
Competitive Field

' The result is municipal contracts that vary widely in

the length of 'time franchises run, on installation costs,
performance bonds, number of channels offered, and

'puhaps most xmpoxtant firm requirements for public
© service.

The field is fiercely competitive and municipal council-
men are under heavy pressure from salesmen to sign up.
And now things have been complicated by a scandal in
Johnstown, Pa. and an investigation in Mercer County.

Irvmv B Kahn, president of TelePromTer, the nahon\

(Canunued on P(t’gc I.), Part 1)
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Despite its rapid growin,
there has been ttie published
about CATV and virtually no
discussion about it on network
television.

Many people confuse it with
pay TV.

Cable television is a system
where the set owner receives
signals through a coaxial
cable rather than over the air.
A tower is constructed on a
hill or a high apartment build-
ing. On the tower is a careful-
ly rigged antenna system,
often with a separate antenna
for each channel to he recciv-
. ed. Distant signals come to

the fowers by way of mi.
crowave systems.

At the foot of each tower is
a small control station called
a headend. Here signals are
brought up - to maximum

" strength. A trunk line extends
“from the tower equipped with

amplifiers at every 1,500 feet
or so to keep the signals
strong. e

From the trunk line, “'tap-
offs" or "*housedrops'' carry
the signals into households,
usuall) from telephone poles,
but not over telephone wires. .

The first systems were built
to get television reception into
areas  where

220

over-the-air

broadcast signals were ham-

-pered by hills, or dxstance

For the most part thxs re-
mains the best. selling point

for CATV — that plus their

ability to guarantee perfect
color reception. Also, . the
cables can pick up and ampli~
fy the weaker UHF signals,
often giving cutomers UHEF
receptnon thcy simply could
not get ‘before the cables - were
installed.

The nation's largest system
is in San Diego, mth almost
30,000 subscribers but. the
average system has on‘ly 1,500
customers

started, CATV has developed

“tremendous technological per-

formance and potential. -

The first burst of growth
was in remote areas; the next
is expected to come in and .
near the huge urban centers.
Television puts an enormous
demand on electronic frequen-

cies = and as the nation ex- .

pands, the demand for these .

- frequencies is getting intense.

Mucht of CATV's potential
exists in ils abilities to trans.
mit by cable and freeing these
frequencies for other uses,
while at the same time
providing set owners with as
many as 80 separate channels. |

- Inthe 20 years since it was



(Contmucd' from’ Page 1, Parz I) :

largest C%TV enterprise, is undor mdwtmcnt for allcgcd-
ly bribing three city officials in Johnstown, Pa. for thmr
favorable intercession in a franchise bid.

And the Mercer County Grand Jury has embarked on
an investigation of TelePromTer franchises awarded by
Trenton and Hamilton Township.

Meanwhile, the bidding for. franchises goes'on, the pace .
perhaps hastened by the threat of regulation by the FCC

or PUC. The idea is to get in now and get the terms

established. Even if regulation does come, existing deals

may be allowed to stand under grandfather clauses.

Newspapers and other publ'ishin« concerns are moving
into the CATV field, giving rise to monpoly and conflict-
of-interest problems.

The giant Bell Telephone system and the natxonal‘
networks and large independent broadcasters are watch--
ing and ]obbymg heavily to, protect their interests —

interests that don't necessarily coincide with the public's.

And the struggling UHF stations, threatcned‘.m. some

cases by extinction by CATV,-are crying for protection.

The New Jersey Public Utilities Commission has long
advocated state regulation of CATV-—a point of view
supported by former Governor -Richard J. Hughes but
never acted on by the Legislature. : '

There are regulatory bills before the Legislature now
but the administration of Governor William T. Cahill has
yet to take a position on the issue.

In short, everything is up in the air.

The Center for the Ana]ysxs of Public Tssue, the"v
agency in -

consumer-oriented private investigatory
Princeton, is puttinc together an extensive report on the

CATV industry in New Jersey and it will be makmg-

recommendations to the state.

Richard C. Leone, the center's director, says the report =
will also include guidelines which should 'be useful to -
 munieipalities considering CATV franchise bids.

Leone thinks that franchises are awarded for too many
years. (Terms as long as 20 or 25 years are common.) He
also believes that the municipalities are settling for too
few channels (the range is eight to 24); that the

municipalities should insist on local plOﬂrdmming guar-.
antees, and that there are curious discrepancies in fees

towns get in return for franchise awards.

But most of all, Leone says, every municipality should
demand that at least four channels, and more where
possible, be set aside for public use. Of these, one should
be available to-any citizen or group who wants to use it
as a forum for discussion of public questions.

The contracts that. Trenton and Hamilton Tovms]'np

sngned with TelePromTer guarantee 20 channels. But this'
is a umque area’ with more over-the-air television avall ‘

able than in any other section of the country.
In most of the middle Delaware Valley, chann€ls. 3;. 6,
10, 12, 17,29 and 48 are available from Phlladelphxa i
From New York comc channels 2, 4 a, 9, 11, 13,31 and
47.

e

ia

.

‘And bég;iklxli'hg"ixi' Aﬁi"il, (':hannelfsz. — New Jersey's

“first public broadcasting system — will be on the air.

That makes a total of 17 channels, leaving only three for
other purposes.

In discussing the number of available”channels it is
important to bear in mind CATV's potential. - ’

The "technology. is here now to do incredible things.
With print-out receivers at home or office, mail can come
over the cable, daily newspaper and many cther kinds of
technical and computexized data.

Indeed, the FCC is considering requiring all cable

. systems to set aside-at least 10 channels for business and

public pui poses.
Leone points out " that the revenue ial\en in from the

cables fdr these extra services could well result in free

. cable TV for subscrlbers now paymg $60 a year and

more.

Every word in the Bible can be transrmtted over cables
in 30 seconds.

1t would take hours for today s prmt -out. devices to put
the message on paper, of course, but the sending time is
the vital factor because it means that vast amounts of
material can be sent from one central source to vast
number of customers.

Dominate Field

‘Most students of modern commumcatmns believe that
CATV will dominate the field in time, and the cable

systems may well evolve into the most influential and
powerful ‘business enterprises in any given community,
offering a wide variety of services and freeing the
dwindling supply of over-the-air UHF frequﬂnm s for
‘'other uses.

Yet, at: this point, htt]e thought is bemg ngeu ‘to what

* the cable-firms should be doing in terms of community

service, what aclivities they can best perform, what kind

" of profits they should make, how - advertising should be
. handled and what effect the cables will have on other

media.

The industry is growing at the rate of 23 perzent
annually: Almost five million- people in the United States
get their TV over cables. In 1970 cable revenues around
the country totaled $264 million.

The projections are for $575 million in 197a and §3
bllhon by 1980 Bxg moru,y Blg business. .
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" By JOHN McLAUGHLIN

_ Staff Writer -
- Within the next few years

fully half of New Jersey's .
municipalities may be wired

for cable television.

. The industry got its start i
} rt in

New Jersey in-1952 with the

construction of a CATV sys

tem in Atlantic City. There

are now 24 in operation in the

- state, ‘servicing 76 commun-

s

ities. Another :50 franchis
a her - chises

have been awarded, with con-
struction to start this year,
;xergd_ Iﬁhe;‘)e . are applications
] ing before 10 ici
pending ‘ 00 municipal-

Cable TV is flying high
‘When the Atlantic éit)'bsy'stgzr{
was constructed 19 years ago,
there were only 70- operations
.m‘the nation. At the end of
1870, 2,350 systems were wir-
Ing television to 4.5 million
customers.

This "kind of. growth has

- and some municipafifiés: (Will-

ingboro, for example) - get
seven percent of revenues.
Variations Are Wide

Why the difference? o

Why does Garden State TV
charge subscribers in Bridge: -
ton a $15 installation fee and
subscribers in Northfield no
installation fee at all? o

Why is it that installation
costs in Atlantic City run 323
and only $10 to $13 in most
other places? Why does Lam-
bertville settle for only two
percent of revenues from the
franchise awarded there? .-

- And why did the city council .

" in Atlantic City in 1963 sign a

contract with the Atlantic
Coast Cable TV which gives
the city only $2,000 per year
in fees? . :
_If Atlantic City got the’
standard five percent  on
monthly  service charges

caused‘ rencwed interest in .
regulating the cable compa- .

nies under the New "Jersc

Public Utilities Commi’ssio:]S‘;y
Set Standards -

Felix G. Forlenza, chicf

counsel for the PUC, says

state ‘regulation would " avoid .

expensive duplication of serv-
ices, protect municipalities by
setting  minimum

public standard and reasona-
ble rates..

_For instance, PUC regula-

~ tion might have meant in the

past that franchises would be
awarded on a county-wide
:basis. Presumably this would
have-made installation much
cheaper, reduced monthy
fees and provided the citizens
with regional networks. -

And even a cursory view of
the contracts municipalitics °

“have signed with cable inter-

ests indicates some question-

w\,

alone, the annual payment to
the city from the cable firm

would be just under $50,000.
What persuade d East

- Brunswick to permit the cable ’

operators there to charge sub-
seribers $20 for installation

" when most other subscribers .

in other towns are paying $106?
Regulated In ¢ States

Municipalities are opposed to
state regulation. Four states,
including ~ Connecticut, do
regulate cable firms as public
utilities. - )

The municipalities oppose | '

regulation as an attempt to
subvert local powers and re-
sponsibilitieus.  The cable
operators fear that regulation
will stifle growth and profits.
“The red tape is so bad in

" ‘Connecticut that it takes. two

vears to get a franchise. Noth-

" ing is happening with cable
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service |
standards, and guarantee the -

able ' differences between one

municipality and another, and.

- a need for uniform standards.
‘ vMo“st communities, for
example, are guaranteed ‘five
percent of “the revenue taken
infrom . ‘monthly
charges and- installation fees.
But some settle for a percent-

- age Q'f monthly charges only

&

;

TV'upithefe," says one CATV
owner: G .
But there are problems on

“ithe' horizon that only. some
“kind of central regulation-can
- cope with.

There is, for cxample, the

. question of interlocking sys- -
.. tems. Many school districts in
e ks ty .
Most cable operators - and New Jersey and Bucks County
_the New Jersey League - of

encomipass more than one

. . municipality.

Suppose, for example, that
_one 'cable firm signs up

Township. Both
comprise the Princeton Re-

gional School District. How .

does the school system handle
_educational . -programming?
How do public issues involv-

ing the school systems get
everything.

discussed? - Will
have to be done twice?
And what happens when all

tContinued on Page 3, Col. 7}

'
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(Continucd irom Page One)
of Mercer Countj‘ is wired?
Will candidates for county-
wide office have to appear on
half a dozen separate pro-
grams? How will all the view-
ers in the counly be guaran-
teed access to programs of
county-wide significance?

There is a need for inter-
locking hookups but who will
make the cable compamcs re-
spond?

Another question is proflts
and rates.

Cable operators say it takes

at least six to eight years
before a system can turn a
profit. '

That may be but thcle is no

doubt the potential for pro[xts )

1s vast.

In October of 1968, the in-

vestment firm of Drexel,

Harriman and Ripley publish--
1 ed a report, showing that a -

typical firm, assuming that it
was successful in signing up
5,500  subscribers
could earn $167,000 a year In
profits on an- investment of
$36,000 — and that it could
sell "its franchise for four

times the: initial mvcstmcnt_'

within fxve years.
Rapld Gains

' ‘Fedéralg tax laws perm.it‘

rapid depreciation of cahle
firms and it is not uncommon
for an entrepreneur to, set up
a system; run it for five years
and sell it off for a.handsome
capital gain. His successor, of

‘course, - 1s free to repeat the

process.

This kind of thing is more
frequent in areas ot the coun-
try where over-the-air recep-
tion is poor and customers are
anxious to sign up.

But, if 'the PUC were to
regulate the cable field, the
public would at least be as-

‘| sured that profits would be

limited to reasonable levels,
that rate increases would
have to be approved by the
State and that there would be
a ceniral  agency with the
legal leverage to work effec-
tively in the public interest.

There is a real question as

quxd\ly, )

L
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- to whether ihe municipalities

are within their vights in levy-
ing what amounts to a special
tax on cable subscribers.
Obviously the cut that the
municipality gels for award-
ing the franchise comes out of

the pockets of the subscribers.

Maker's Role
And is it wise for the

‘municipality to have a vested

interest in the cable firms'

{ %’ﬂ@ 1T‘uu

N

facturer -develops and mar-
kels innovative equipment
better and cheaper than
Jerrold's? Would Jerrold buy

_ it or do without?

Vikoa is another manufac-
turing firm active in New Jer-
scy, operating the stale's wid-
est-based system in- Burlmn-
ton County. ‘

Vikoa trading as Cable TV

of Burlmoton County, services

revenues? The better the firm

does, the more the municipai- .

ity takes in. But the public
interest may well be  better
served by more service rather
than higher profits.

Another area that bears
thoughtful inv estxgahon is the
role of electronic equipment

' manufacturers in CATV.

General Electric and Kaiser
Industries have bought heavi-
ly into CATV across the na-
tion and so- has Gulf and
Western, owner of Paramount
Pictures. CATV gives Gulf

and Western a ready market -

for its equipment and also for
its movies when the age of

paid television dawns.

In New Jersey, one of the
most active franchise seekers
is Jerrold Corp. —a pioneer
in the field under the leader-
ship of Governor Milton Shapp
of Pennsylvania, who divested
himself of ownership when he
first ran for that office in
1966.

Trading as South Jersey TV
Cable and Alpine Cable, Jer-
rold holds franchises in Pleas-
antville, Fieldshoro, Monroe
Township, Mount Holly, Na-
tional Park and Stratford. The
company has also applied for

franchises in 16 mov‘ coni-

munities.
Jerrold is one of the most

“successful manufacturers of
CATV equlpment in the na-

tion.

Obviously when
needs. equipment for onc of its

systems, it will buy from it-

self. Aside from the question
of competitive advantage,
there is a public interest
problem.

What if some other manu- 4
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Jerrold !

Burlington, Burlington Town-
ship, Delran, Delran Town-

ship, Edgewater Park, Maple

Shade, Mt. Laurel Township,
Riverside, Westhampton
Township, Willinghore and
Willingboro Township, And jt
holds permits in Kversham
and Florence Townships. Who
is to guarantee that these 13
comrmunities will get the serv-
ice they deserve if Vikoa
doesn't “stay abreast of new

developments?

Yaw
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Potemial For Secial Services

Cabl

For a city like Trentos,
beset by violence, racial dis-
cord and fiscal turmoil, a

cable television system cou'd

provide significant  social

services.
Olean, N.Y. uses its CATY

e TV

X

system for police surveillance.
Through strategically-placed
cameras, 75 percent of the

‘city's downtown area can he

kept constantly in view by a

-single police officer at a cost

of $b 500 per year.
Such a system could help to

Sl

224

s Co f

. moving and in general,

eliminate muggings and
purse-snatchings, keep traffic

tribute to the peace of mind of

\mdl- T

eacher

lems could help to resolve

con-

Trenton's people. With luck

and some demonstrated suc-
cess, it might even heip to
revive the commercial area.

Cameras also could be in-

stalled in. the violence-filled

hallways of Trenton High.
- There is very little mean-

ingful dialogue between the

city's black and white com-
munities. A CATV channel de-

voted to local issues and prob- .

| turbances,
“could greatly assist police in

that, And the schools could
begin broadcasting education
material * into the city's
homes. i
And if; as appears to be the .
case, teacher strikes are to he
commonplace, a school
system wide television system
could provide continuing in-
struction with only a relatives
ly few teachers meeded to
make it go.

Indeed, this kind of a sys-
tem might even make t{he
teachers hesitant ahout call-
ing strikes because televised
instruction would mitigate the
effects of the walkouts,

During riots and -other dis-
mobile cameras

keeping order and preventing
looting. -And CATV pmmm
the city government to break
in on all programs with emcr-

49 s
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.
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gency alerts and information.
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nals, making world-wide tcle-
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By JOHN McLAUGHLIN
Staff Writer

The Mercer County Grand
Jury investigation of
TelePrompTer Corp: contraets
in Trenton and Hamilton
Township may well persuade
Congress, the Federal Com-

. munications Commission and

the State Legislature to get
down to serious business over
the regulation of CATV.

Jack Mayer, deputy chiel of
the FCC's CATV Burcau,
notes there is considerable
agitation for Congressional
action. '

~"If this invéstigation shosws

there were -irregularitics in
the awarding of these fran-
chises, I would assume there
will be new impetus for legis-

- lation," Mayer said.

Could Be Trouble

He also implied that
TelePrompTer, by far the
largest of the CATV enter-
prises, could find itself in
trouble with the FCC.

"We are in a funny position.
Under the present rules we
don't license CATV -compa-
nies, so even if this resulls In
convictions, there would be no
immediate effect. But thcre
are collateral problems be-
cause wé do license
TelePrompTer in other arcas
and there would be the ques-
tion of whether we would
want to review their qualifica-
tions in these areas," Mayer
said.

CATV transmits distant te-
levision signals by means of
microwave and it is in this

area that the company is

licensed by the FCC. More-
over, Hughes Aircraft, a
major TelePrompTer stock-
holder, has applicd to the FCC
for permission to put up a
communications satellite simi-
lar to Telstar. In the future,
satellites,- rather than mi-
will ‘be the main
of distant sig-

was extorted from him. .
This turn- ‘of events
prompted the
curiosity here as
TelePrompTer was
from among the various bid-
ders for exclusive franchises
in Trenton and Hamilton
Township.

If ‘the grand jury  deter-

to why

" mines that there was some-
thing wrong, these findings

could have a national impact
because TelePrompTer holds
150 CATV franchises in the
United States and Canada
with 500,000 subscribers,

has -
grand jury's

sclected

. - $15,000 Exchange
_Irving B. Kahn, president of
TelePrompTer,
dicted in Johnstown, Pa.,
charges of giving $15,000 to
three ~officials there

| change for their help in secur-

When a TelePrompTer com-‘v

petitor heard about the inves-

tigation, he said: "This is bad

— very bad. It is going to

hurt e\,exybody in the bu31-

ness."
Meanwhllc, the FCC is
going ahead with hearings on

CATYV, its problems, and its
aspirations. The hearings will

open in Washington Thursday
and will plobably run tlnough
March 26.

- These hearings will have an
important impact on how
CATV will develop in New

Jersey in general and in the

* % sk

has been in- - -
on

in ex-

. .| ing.a franchise.
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Kahn tcontends the -money

_owners of 43 franchises,

Control

Trenton area in particular.
_ One of the questions being

- considered is whether publish-

ers should own cable systems.
This is Important to the Dela-
ware Valley arca because onc
of the more active cable firins
here is Philadelphia CATYV,
m-
cluding two in operation in
Salem and Levittown, Pa.

The Philadelphia Bulletin
owns 60 percent of the firm
and Time-Life, Inc. owns the
remaining 40 percent.

Cross ownership is just onc
of Philadelphia CATV's prch-
lems with the ¥CC. -

The firm's 2,000 subscribers
in Levittown are now receiv-
ing all of the Philadelphia
channels plus the three New
York independents .— Chan-
nels 5, 9, and 11.

Now, the FCC currently
prohibits cable firms in major
kok %
.
. :
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market arcas from picking

distant signals off the air if

objections are filed by local

o ver-the-air  broadeasters.

Somehow, no one objeeted

when Levittown was wired in

1957, despite the importation

of the New York signals. .

.. But a year later, Channels
: 17 and, 3 in Pluladolphm did
object and the FCC, in effect,
told Philadelphia CATV that it
couldn't expand its system.

Need N.Y. Stations : -
It - was objections from

Philadelphia UHF  stations
that blocked contruction of the
TelePrompTer  systems in
Trenton and Hamilton Town-
ship. Both firms concede they

.can never make a goof it

here unless they can provide

customers with  broadcasts
- from New York as \xell as
- Philadelphia.

Despite its current rule, the

FCC has proposed for discus-
sion at the hearings that cable
firms be permitted to bring in
four independent (non-
network) stations to custom-
ers. But even with “that . it

might be difficult to sell -

'CATV if the New™ York net-
work stations were excluded.
Once a- TV set is hooked up

to a cable it can't plck up

signals over the air.
So sports fans in this area
on cable would be deprived of
.the Giants and Jets games
they” now gel cver Network

Channels 2 and 4. Also sports’

programming on the ABC af-
filiates in New York and
Philadelphia is often different.

It goes without saying that

sports are an extremely

important consideration  to
subscribers. . TelePrompTer
and Manhattan ~Cable, who
have wired DManhattan, are

sold largely on the basis that

they can get broadcasts of the
Knicks and Rangers games’

. from Madison Square Garden. -
Fans who rely on unwired-

sets don't get this. Philadel-

phia CATV is considering buy-

ing the Madisorr Squarc Gar-
dern package for Levittown
and the Garden broadcasts
are a big selling point for
cable firms now moving into
North Jersey. ‘

Another FCC propogal
would have an effect on Chian-
nel 32, the New Jersey Educa-
tion staficn that will go on the
air in April.

5 Percent Levy

The FCC has suggested that

CATV systems importing - dis-

tant signals be rcqui"red to

pay five percent of their sub--
scription revenues to the Cor- -

poration for Public Broadcast-
ing. Half of this money would

_be returncd to - the local

educational channel — in this
case Channel 52.

The Commission also h’xs

some 1cleas on how chimncls

should be used and how many’

should: be “offered.” It has

recommended that at least
one channel be available for

use " by local citizens and
groups who want to discuss
public issues, that there be a
number of channels ‘available
for lease by third parties

(businesses and industries for -

example) and that~there be

‘ channels devoled to education.

Systems’ with 20 or more
channels would have to devote
half of them for these pur-
poses. '

This is a special concern in

this area because if the CATV

firms are to thrive they must
bring in both New York and
Philadelphia“ stations and if
they do that, there simply
won't be'10 channels Teft over.

Jack Mayer, the FCC offi-
cials, says this could result in
36" channels for the Trenton
area. The coaxial cables now
carry 12 channels each as a

rule. But a"third cable would .

require each subscriber to
have a cenverter atop his set

to switch the individual cables.

systems on and off.
Technolegy Will Follow
These converters are not
perfected to a point where
they can he mass-produced
but Mayer says that if the
market is there the necessary
technology will follow.
Richard C. Leone, divector
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of the Ccnter for the Analym
of Public Issucs, says he is
-disappointed that the FCC
hasn't  considered .. making
franchises available to non-

profit gxéups v

The Center is currently
preparmg a report of fran-
chise contlacts in New Jer-
sey.

that - thesc franchises are .

being given away by the pub-
lic so that very substantial

profits can be rolled up by -
private Qper ators. Why -

shouldn'ﬂ non-profit groups be .
“given an opportunity to oper- -
ate franchises?" Leone says. *°

The FCC is, also- inviting -
“discussion on what roles the
federal, state and local go-
-vernments should play i!‘.l”'

regulating the industry.

At this point, the eommis- -

sion seems to be leaning to-

ward a dombination of federal -

licensing and state regulation.
In states where it has been
tried, regulatxon has ot been
conspicuously successful. .

But the New York Public.
Utilities, Commission, in r¢-
cently pubhshed 200-page. vo-

port, cla'lms that the big pr ob-=
lem is the lack of clear feder-"

al auldelmes The commission

aroued that with such guide- -

lmes the states could do the

_job and de it well.

Finally, there is. the ques-
tion of! municipal franchise
fees. The FCC has suggested.
they be, limited to two per-.

cent. Should this rule be *

adopted, a decision will have
to be made on Avhether fo
require thousands’ of new cun-
tracts or to allow fees already.

agreed on to stand under

grandfather clauses.

"You h.ave, to bear in mind—
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The Federal Communications System's proiltablc enterpnscs in the I‘nstory of

hearings on CATV that will be held this “business: CATV, with its potential to bring
month dmount to a confrontation among the - into the home widely varied television
. giants of the nation's media. - shows, threatens the networks hold on the
The network broadcasters see in cable captive American television audience.
television a threat to their domination of . Most Americans can receive only three or
the television market. American Telephone = four television stations. If three is the limit,
and Telegraph is worried about CATV's then thosc three will be the local ABC, NEC
potential ability to supplant the Bell Tele- and CBS affiliates.
phone System. The publishers and radio” Cable television threatens to buaL up
broadcasters are concerred - about thc . this.arrangement.
threat to their advertising markets. And "~ - As for the telephone company, much of
the movie theater owners fear the cables its -profits in future years are expected to
~ will bring pay TV and end to movie ' come from such innovations as the picture-
. theaters. _ telephone. '
" Each- of these groups. has powerful ; More Economic
‘friends in Congress and other areas of the CATV has two-way broadcast abilities
national government. The lobbying = has and it can do it cheaper.
been fierce. It will get more so. - The publishers and the radio bro adcast-
The network broadcasters and the tele- ers depend heavily on local retail advertis-
phone companies were quick 'to see the mc for their existence.
potential of CATV and as late as 1968 CATV is just beginning to sell ad\ ertising
together had bought up more than half the over programs originating with local sys-
systems in the nation. . tems. The retailers have only so much to
Audience Competltwu ' spend in their advertising budvets If a
- The FCC forced hoth to divest themselves * chunk of it starts to go the CATV stations it
of their holdings. The network broadcasters will come from funds that might have bheen
. are the happy owners of one of the most =~ spent on radio and television advertising'.
¥ RN [\
e ’
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RALPH LEE SMI'F’H ’

Mr. Smith, the author ¢f seven books in rhe fields of mational
and international affcirs, specializes in consumer problems
and. communications. He is currently working on a Ph.D at
Columbia University on the history of public regulation of

the cable television industry. This article was prepared under
a grant from the Fund for Investigative Journalism.

Last summer I asked a high-ranking aide to omne of the
seven Federal Communications Commissioners: “What

do you think the Commission should be doing about &

cable TV?” He sighed and waved his hand. “I don't
know what we should be doing. If you get any: ldeas,

let' me know!” I gathered that the Commnssnoner is in

the same quandary.

Cable television, often 'callcd 'CATV‘ .(community

antenna television), began as a minor adjunct to the

present system of over-the-air commercial broadcastmg 5

Now it is on the verge of becoming a major communica-

tions medium in- its own right. As cable systems are in-

stalled in major U.S. cities and ‘metropolitan areas, -the
stage is being set for a communications revolution—a

reyolution that some experts call “The Wired Nation.”

In addition to the telephone and to the radio and tele-

vision programs now available, there can come. into =

homes and into business plates audio, video. and fac-

simile transmissions that will provide. newspapers, mail

service, banking and shopping facilities, data from li-
braries and other storage centers, school curricula and
other forms of information too numerous to specify.
In short, every home and office will contain a com-

munications center of a breadth and flexibility to in-

fluence every aspect of private and commumty life.
But desplte the importance and imminence of this new
force in society, its possibilities and problems -are al-
most unknown to the public. Few local, state or national
legislators are better off. Even members of the Federal
Communications Commission and .of state and municipal

‘regulatory bodies are not sure what their agencies should -

do. The problem is made more difficult by the fact that
much of the information on cable television that govern-
ment bodies .and the public do receive, comes from
sources that have their own interests to serve. It.seems,
therefore, that a basic primer on cable TV would be of
value to both legislators and the public, and it is hoped
that this article will serve as such a handbook. .

WHAT IS CABLE TELEVISION?

Cable television, .or CATV, is a syst,em‘ whereby  the
set owner receives his signals through a coaxial cable
_instead of over the -air. Persons who wish to enjoy the -

service pay an installation charge to have their set
hooked to the cable, and a monthly service charge.
- If it is true, as it seems to .be, that cable TV is about

to effect a revolution in communications, it must be

said that a revolution has rarely been created by per-

582
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sons of less revolutionary. intent. The original purpose,
and still  the principal function, of CATV is to provide
the viewer with better reception and. a larger selection
of existing TV. statlons than he can get from the air.

* Cable TV was. mven‘ted and developed by TV service-

men in small towns and rural areas, where reception is
‘poor or nonexistent, and where in any case very few

channels are on the alnir The Federal: Communications

“Commission has never required broadcasters to set up
“ relay systems to provide adequate TV service to the sub-

{

- stantial - portions of the nation that it does not suit- the
- commercial interests of the industry to serve.

To remedy this sn;uatlon, Robert- J. Tarlton of Lans-
ford, Pa., twenty years ago set up the ‘world’s first com-

. mercial cable TV system. Born in Lansford in 1914,

" Tarlton graduated from high school in- 1933 and opened
a radio. sales and serynce shop. Dunng World War Ii

", . he served as :an enhsted communications technician in

Italy, then returned to! 'his shop.

When TV sets became commercially available in the
late 1940s, Tarlton had trouble selling them because
reception in Lansford was abominable. The nearest sta-
tions were in APhlladelphna 65 miles away, the signals
reaching Lansford wer}e very weak, and further blocked
by a mountain that overshadows the town. Tarlton ex-
perimented in: 1949 wnb installing individual antennas
for set owners.on the mountam That worked fairly well,
and Tarlton quickly got a better idea. It was, however,
beyond his ability to finance, so he and several friends

pooled their resources|and set up a firm called Panther

Valley Television Company.

Panther Valley bmlt a tall master antenna atop the
mountain, to spear the faint Philadelphia signals. These

were fed into-an amphﬁcr to bring them back to full

- strength, and then into a coaxial cable that was strung

on poles down the mountamsnde and into town. The

' company offered to hook customers up to the cable for

an installation charge of $125 and a momhly service

RS  THE NATION/May 18, 1970



charge of $3. Televnslon-hungry resxdems of, Lans fm'd 0
mmednately began buying sets- from Tarlton’s shop and'
“going on the cable.” They received three Philadelphia

channels with greater fidelity and clarity than did a lot of

people living within 10 mlles of Phniadelphla——or even

in the city itself.

Today, with its system modernized and rebullt Panther

Valley Television provides twelve channels: to 2,900
" residents of the Pennsylvania hill  towns of Lansford,

Coaldale, Havto and Lake Havto, who would otherwise
have little or no TV. Tarlton remains president of the

company, and also of Titusville Cable TV in. Titusville,

Pa. He has an assured niche in history, in thie special

catalogue of persons who, without intending to, Really
_ Started Something.

- A modern cable system is simply a more sophisti-
cated version of Tarlton’s original rig. A tower is con-
structed on a hill or other spot selected for good: re-
ception. The antenna system on the tower is carefully
engineered, usua.lly with ‘a separate antenna for each

channel that is to be received. In some instances, dis-

tant sxgnals come to the tower by a relay system of orie
or more microwave transmitters.’

At the foot of the tower is a small control station,
called the “headend,” where the signals are brought up
to maximum strength and clarity. Here, also, some. of
the signals may be rechanneled. It is customary, for ex-
ample, for cable systems to put UHF stations on empty
VHF channels. Amplifiers -placed at distances of 1,500

to 2,000 feet along the trunk line into town keep the

signals strong. From the main cable, feeder lines, “tap-
offs,” and “housedrops” carry the signals: to 'individual
streets and the subscribers’ homes. These days, the in-
stallation fee usually runs from $10 to $20, and ‘the
monthly service charge is about $5.

Cable TV has proved to  be immensely popular. By '

last June, 2,321 systems were operating in the United
States, with another 2,003 under construction. An ad-

ditional 2,370 applications for franchises were pending -

before the city fathers of some 1,300 cities, towns and

communities. In recent years the number of subscribers

has grown at a rate of 20 to 25 per cent annually, and

the systems now serve 12 million : people—about 6 -
per cent of the population. Investment in CATV plants

exceeds $500 million and is soaring; estimated annual
revenues of the industry are in excess of $300 million
and also rising fast.

In the first stage of the CATV boom, most of the

activity has been in those cities, towns and communities
that do not qualify as heavnly concentrated markets,
and which have therefore not been regarded by the

FCC or the broadcasters as deserving full TV service.
About 46 per cent of the population lives in towns and’

- cities ranging from 2,500 to 50,000 population, and few
of these communities have their own TV stations. Today,
many such communities get more and better TV than do
residents of ma]or market areas. Towns: in. northern
Vermont receive New York City channels more clearly
than many residents of the five boroughs, whose recep-

tion can be fogged and snowed by tall buildings. In -

Aspen, Colo., residents could receive only one channel
THE NATION/May 18, 1970
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before the cable arrived. Now they get z2il three major

" networks: plus an independent station and -a channel

of educational “TV. Fort Madison, Ia., geis seven chan-
nels plus weather information on an eighth and a view
of an AP wire service ticker on' a ninth. Bradford, Pa.,

which formerly considered itseif lucky to recewe one - - -

channel, now gets eleven.

Most cable systems are still small, the average setup
having about 1,500 subscribers, and the largest, in San
Diego, having 28,325. Restrictive policies of the Federal-

~ Communications Commission, developed in. response to -

urgent requests from the broadcasting industry, have re-
tarded the growth of CATV systems in metropolitan
areas. Nevertheless, cable installations are now com-
ing to heavily populated urban centers, and it is here
that the next big growth stage for CATV will occur.
Irving Kahn, President of TelePrompter Corporation,
one of two companies franchised to build cable systems
in Manhattan, prcdncts that within ten years 85 per cent
of TV reception in the Umted States will be by cable.

Clear receptwn and a wide selection of stations
are of course desirable, and the success of cable TV
shows how badly they are wanted. But the excitement
about the Wired Nation is not being generated by
these present ma_;or uses’ alone. “Cable television,” says
a report issued in 1968 by Mayor Lindsay’s Adeory
Task Force on CATV and Telecommunications in New
York City, “offers thé most promising solution to a




.

number of difficult communications problems facing our
The Task Force is referring to potential -
uses to which the cable can be put. To.understand
them, one must look first at the star performer in this:

larger cities.”

drama—-the cable itself.

: A coaxial cable consists of three elements In the .
center, like the lead in a pencil, runs a copper wire.
This is surrounded by an insulating layer of polyethylene

foam, which accounts for the major portion of the di-
ameter of the cable in cross section.
turn, is surrounded by a tubular shield of braided copper
wire or a seamless aluminum sheath.

When a current or signal is introduced into the cahley
an electromagnetrc interaction takes place between the
center wire and the surrounding sheath. The interaction

prevents currents from radiating off the cable. This is

the secret of the cable’s key characteristic—its 1mmense
capacity for carrying electronic signals, data and.

formation. Comparing a coaxial cable to a telephone
wrre says FCC Commissioner Nicholas Johnson, is like

“comparing Niagara Falls to a garden. ‘hose.” As we.

shall see, the phone company is very much aware of
the companson

Television is a colossal hog of the electromc frequen-
cies. The elbowroom required by each channel is what
makes the over-the-air very high frequency (VHF) TV
spectrum the scarcest of our natural resources. No more
than twelve channels can be carved out of this choicest
part of the TV transmission spectrum. When additional
allowance is made to avoid overlapping and rnterference,
and for the further restrictions imposed by the economics

of a commercially based broadcastmg system, it works -

out that 75 per cent of all American viewers get no more
than three or four channels.

One of cable TV’s great potentials is its inherent
abtlrty to end this economy of scarcity, on which the
power of the present TV broadcastmg oligarchy is
solidly based. Many new CATV rigs are being built for
twenty-channel reception, and San Jose, Calif., is in-
stalling one of forty-two-channel capacity. Experts be-
lieve that the cable could carry as many as eighty chan-
‘nels with present technology. If more were ever needed,
they could probably be tacked on by using more sophis-
ttcated input eqmpment

In addition to opening up as many ‘channels for
TV broadcasting as any community could possibly use,
cable TV greatly facilitates more diversified use of tele-
‘vision by cutting the cost of transmission. A year ago,
President Nixon, under sharp prodding from Rep.
Torbert H. Macdonald (D., Mass.), chairman of the
House  Commierce .Committee’s’ Subcommittee on Com-
munications, ﬁnally released the text of a Johnson ad-
ministration Task Force report on national communica-
tions policy. Among other things, the report. ‘concluded
that money, - even more than lack of space ‘on the
spectrum, was a major barrier to the cxpanded use of
TV. The cost of building and running ' over-the-air

transmitters, and programming costs, which  are rising

at a rate of about 8 per cent annually, make any. ex-
pansion of the present system almost prohibitively costly.

T
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-In a CA'I_'V system, it is possible to transmit directly

230

over the cable without receiving any signal from the air.

Some cable : systems already do this on one or - more
empty channels; they call it “cablecasting” or “program
origination.” ‘This. eliminates- the high cost of building
and running. an over-the-air transmitter. -In addition,
while 2 commercial over-the-air broadcaster derives his
entire revenues from his programming, a cable system.
does not make its ‘money on what it transmits.. The
cable . runs on the. profit from the subscribers’ fees,
whether or- not the system is used for cablecasting.
Together, ‘then, thc elimination of channel scarcity and
the sharp reduction of broadcasting cost, can break the
hold ‘on the nation’s| television fare now exercised by a
small-.commercial oijgarchy. Television- can become far
more flexible, far more democratic, far more diversified
in content, and far more responsive to the full range of -

pressing needs in tod‘ay s cities, nerghborhoods, towns and

© communities. - ;

A second area of great promise was made vwnd by
an exhibit at the ]968 Annual Convention of the Nation-
al Cable Televrsront Association. It displayed a home
communications center, in which the user, through ap-
propriate swrtchmg 1crrcu1ts, could enter into two-way
exchanges with local stores, could “dial-a-play,” and
could have at his ﬁnger tips the full information contained
in vast libraries. Thls is no dream. The cable could carry
it all, and the technology is in existence or soon will be.

Lookmg a bit farther into the future, it may be that we
are heading ‘toward a single, unified system of electronic
communications. “Before very long,” says Brenda Mad-
dox in a booklet entitied “Communications: The Next
Revolution,” issued | by -the London Economist, “infor-

. ‘mation theory will have been brought to its logical con- .

clusion in public commumcauons, there will be a single’
unified network for |all kinds of messages . . . separate -
systems for telephones, “telegraph, television and data
transmission will disappear. Information will flow through
the network as on-off digital signals and appear as pic-
tures, sound or punt according to the choice of those
sending and receiving it.” The speed with which such
a network could rattle off bundles of information is  hard
to appreciate. “Information,” says AT&T’s W. M. Elling-
haus, “can now be moved at the rate of 1.5 million

words per minute. pone With the Wind can be. trans-

‘mitted "in about twenty seconds. The Bible would take

a little longer-—,aborjxt half a minute.”

1
r

LOCAL TELEVIS?ON §ERVI€E

In the early years cable TV operators did not originate
any programming over their own wires. In time, how-
ever, to make the service more attractive, systems began
filling one or more empty channels on their viewers’ sets
with_such simple fare as weather reports, stock market
quotatrons, and vne\»‘/s of an AP or UPI news ticker. Such
“programmrng” costs little, and is- easily provided by even
a very small system Soon, a few systems went a step

farther—they began to transmit live local material. To- g

day, 5 to 10 per cent of cable systems offer live pro-
grammmg of local orrgm, usually transmitted for a few
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hours a day; or irregularly when even't.s‘of. interest ‘take

‘place. These include newscasts, rteligious programs,
school activities, county fairs,  fund-raising drives, sports, -

cultural events, political debates, public hearings, school

board meetings, children’s programs, and daily- varxety ;

shows featuring local persons and events.

In southwestern Massachusetts, High deehty Cable

Television of Great Barrington serves some 2,800 sub-
scribers in Great - Barrington, - Stockbndge, Lee and
Lenox. Without the cable, many viewers in this area can

get only one faint signal, from a VHF station in Sche- -

nectady. The cable brings in eleven VHE,: UHF. and
educational stations from Hartford, New Britain, Spring-
field, Albany, Schenectady, New Haven and New York
City.

None ot this, however, provndes the subscnbers in the
four towns with coverage of their own communities.. The

cable system  has therefore hired a full-time news direc- -
tor, who broadcasts two local news roundups, complete *
_with_video-tape clips, at 6:15 and 11:15 each evening.
_ Special events such. as political campaigns and -school

activities are covered as they occur. Community .interest
is high; in Great Barrington, 95 per cent of homes with-
in reach of the-cable subscribe to it. “We are an entirely
new news medium in the southern Berkshires,” says John
Mooney, the _system’s general manager.

This local initiative- emphasizes a second ‘basic short-
commg in the present system of over-the-air broadcast-

~ing. In addmon to discriminating against the large per-

centage of the population beyond the clear sighal range
of a few major metropolitan centers, it has not been able
to offer real community: service. When' over-the-air
broadcasters say that they provide community -or local

s1gnal they mean that they send out a hlghly generalized

service to a large, poorly -defined audience.

The precise coverage of a cable TV system- ‘makes
it the logical medium for solving the problem of local
television service. “This potential,” said FCC Commis-
sioner Kenneth:A. Cox in a 1968 speech to the National
Association of Broadcasters; “excites a-good many' social
scientists, who envisage every little town having its own
outlet for local self-expression, even though-it is far too
smali to support ,a regular broadcast station in the fore-
seeable future. Indeed, these people believe that a cable

system in - metropolitan ‘Washington or -in- New- York

City would be able to provide pinpointed service to sub-
communities within the larger complex, either by fran-
chising several operations along pohtical or ethnic or by

other rclevant lmes, or by equipping anoverall system
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with switching or filtering devices to enable the operator
to deliver certain programmmg smly to those areas lnkely ,
to be interested in it.” :

Most CAT‘V systems provide free or at-cost
service to schools and municipal offices. Trenton, N.J.,
made this a requirement for the franchise.. In Caspar,
Wyo., the system shares its facilities and studio with the
school district. Scheduled course material and films are -
transmitied du‘ectly to TV sets in the classrooms. In
summer, review courses can be seen at home by students.
needing remedial instruction. The school ‘system plans
to add-a high school news program, a teen discussion
forum, a disc jockey show and & job and career mfor-

- mation program for young people.

Similar arrangements have been worked out between
the cable system and the school system in Grand Junc-
tion, Colo. The schools there and the cable operator are
also investigating the use of a sub-channel on the cable
for selective communication among schools, teachers and -
students;, by means of a two-way switching system.

Some towns and cities have adopted a switching system
that permits a local municipal authority to cut into all -
channels to broadcast emergency. alerts. In Liberal, .
Kan., the device is. used to warn citizens of tornadoes,
and to broadcast descriptions of lost children.

Cable systems are also being used to improve the.
efficiency of police work. In.Olean, N.Y ., the cable opera-
tor recently installed a monitoring system for the police .
department.  Through a series of- strategically - placed
cameras, 75 per cent ‘of the city’s-downtown area can be
kept in view by a single police officer at headquarters. -
In addition to serving as a crime-prevention device, the
hookup makes it possible to oversee traffic conditions,
and to respond quickly to an accident or to unusual con-
gestion. The cost to the city is about $6 500 a year, less
than the salary of a single patrolman. -

Such' applications are only a bare beginning of  the
cable’s potential. For example, six TV channels can be
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move was a political impossibility. The FCC therefore
took what seemed the next best step: it opened up the
UHF spectrum for commercial licensing. The Commis-
sion hoped especially that the new UHF stations would
move into the area of community service. With strong
FCC urging, Congress ‘in 1962 passed a law.. requmng
all new TV receivers.to have UHF tuners. =

Far from resisting this approach to a: broademng of
available TV fare, the VHF broadcasters applauded it.
Assuming that public policy could ‘not indefinitely ig-
* nore “the .results- of the VHF giveaway, this  “reform”
promised existing broadcasters the least trouble. It pro-
vided the illusion that something effective: was bemg
done, and could keep the FCC busy for years building

up UHF broadcasting. For the VHF broadcasters these

‘would be additional years of grace. :

The ultra-high frequencies - are poorer signal  carriers
than the very high frequencies. To produce a signal of
given strength and clarity, a UHF station must install
more expensive equipment than is required by a VHF
station, Few UHF outlets have been able to make this
additional mvestment and their signals  are therefore
»mfenor

At the same time, UHF stations get less return on
the investment they do make, because the VHF outiets are
already squarely camped on most. existing sources of
revenue, UHF, therefore, is always on the verge of starv-
ing to-death, and the FCC: has in:fact devoted much time
stations were in operation, but only forty-four showed
trying to prevent it from foundering: In 1967, 133 UHF
profits, and of these, forty-two had network affiliations.
Thus, of eightysnine non-network UHFs, only two ‘were

in the black. In Chicago, one of the nation’s largest ad-

vertising ‘markets, four UHF stations have died." ,
With little to invest in programming, and with- almost
-no chance to succeed unless they are affiliated with a

network, UHFs cannot provide ‘a genuine . alternative to -

existing types of programming. And they-certainly: can-

not mount comprehensive and. creative community: serv- -
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ices of the kind the FCC so naively foresaw. “Is it any
wonder,” says Washington TV consultant Arthur Alpert,

“that the typrcal UHF. station consists of a transmitter,
a film pro;ector, ‘old srmatron comedles and ancient
movies?” | '

But the more mcompetent UHF has proved itself as-

an altemanve to VHF, the harder the FCC has pushed
it. Behmd this unswerving devotion .lies an intensive
lobbying eﬂ‘ort—not by the UHF stations, which have no
money to hire lobbylsts but by the VHF mdustry For

them, - this |approach to- better Us. televusnon is a dream -

come true|

‘Americans are so accustomed to their system of broad-
casting that it probably occurs to only a few that

- different a'rrangements exist in every other country in
the world| And if they do notice the difference they

assume, no doubt,  that. our system is the result of clear
national - chonce Quite . the  opposite is the case. “Per-
haps never before in history,” says Harry J. Skornia,
professor of commumcanons -at Northwestern Umversrty
and author of T elevzszon and Society, “have the most
powerful channels to the people been sc completely
controiled | by ) small a segment of the national life.”
The point iis elaborated by Alexander Kendrick in Prime
Time, his blography of Edward R. Murrow: “Far from
being an expression of miajority desire, as the networks
say, television programs are the imposition of a social
minority on the majority, the minority consisting of the
fifty - top advertrsers, the three networks. and a dozen
advertlsmg agencres It is what they think public taste
is and demands that governs the nature of broadcastlng »
- Only:in Amerlca is this. true, because only in America

is television basrcally a commercial enterprise. Back in

the ‘years |1948-51, when the FCC was allocating the

twelve - channels of the VHF, the question arose as to

who. should get theI licenses. At least some staff members
of the Commlsslon took the question seriously. A num-

. ber. of ‘major interests in American society might reason-

ably " have clarmed a share of the scarce spectrum.

Corporatlons and.| commercial interests were one; edu-

cation uas another nonprofit public programming, sub-

sidized -either by the government or by a combination

of government funds and private philanthropy, was. a

third,- Labor was certamly entitled to- consideration, par- -

ticularly . if part. of the spectrum was to be hcensed to
corporatrops Religious groups, and othér important inter-
ests -in- socrety, mlght merit consideration. But, as it
turned out, the group with the real power in Congress and
at the FCC——the existing commercial radio mdustry and

“radio networks—-walked away with the whole pie. In-

credibly, the entire VHF. spectrum was given to a very

small group of - 1mmensely wealthy persons and corpora-
_tions, to be used for the sale of cigarettes, soap and a few
~other. consumer products. noted principally for the large

amount olf advertising expense represented in the retail
price. |
Educational TV. and pubhc vV have belatedly edged

.onto- the frmges of the spectrum, with budgets that de-
. pend on the:largess of foundations and the uncertain an-
_nual whim of Congress, and that in any case would
. hardly keep U.S." commercial television on ' the air for . -
. more than a few ‘hours a year. The solid _sweep of the

THE NATION/May 18, 1970

'}

S A



VHF spectrum is stlll in thc hands cf the hucksters, :

and’ they will not glve rt up

Television is one of the most remuneratwe actwr—

ties in the annals of business. Broadcasters average &

90 to 100 per cent return on their tangible investment

annually. However, some members of this money-makmgv

fraternity do better- than others. The gold mines are the
stations affiliated with one of the three major networks.
They hook themselves onto the network line and receive
an unending flow of mass-audience material. The network

pays them for the audience they contribute, and they can

also sell commercials on spots adjacent to network shows.
Stations with this arrangement find it impossible not to
amass huge profits; except for a few independents in the

largest cities, stations without network afﬁhatron usually

cannot make the grade at all;

Thus the way to. succeed in commercial U S. tele-

vision is to get a network contract, do little or nothing
to build up local programming, and confine one’s efforts
to making regular trlps to the bank. One need not live
in, or be interested. in, the commumty where the station
is. located. One can buy. a string of these little wonders,
here and there throughout the country, and rake in the

proceeds That is what is done; that is the shape and '
‘the form of television in the United States.
It has had at least two notable effects. Fxrst and )

catastrophically serious, a nation beset by multiple crises
has been deprived of its most potent medium of com-

munication, a medium rt could have used in the service

of its overwhelming social needs. Second, the content

- and emphasis of the programming desrgned by the power-

ful few to deliver the public to the advertiser may have
made at least some of the social problems worse. On
the one hand, there has inevitably been, as Skornia
puts it, an “authoritarian imposition of attitudes and
values manufactured by the business community.” On
the other hand, in the words of a recent statement by
the National Citizens Committee for Broadcasting: “The
great  majority of broadcast _programs are devoted to
vulgarity and violence. . ‘We believe this inferior

programrmng on commercnal TV and radio undermmee

our society. .
' Capturmg the VHF spectrum for prlvate exploxtatron
was an . impressive achievement by perhaps the most
powerful of Washington lobbies. As I said earlier, the
broadcastmg industry controls an access to the public
that is essential to all members of the government. In
addition, at least thirty Senators and Congressmen are
owners or part owners of TV or radio statlons, and a

tar larger number have interests either in corporatlons
that own or operate broadcast properties, or in closely
allied communications industries. Broadcasters have long
had their way in matters of legislation. Says Skornia:
“The fact that in recent years so large a propomon of
legislation has been devoted to protection of property
and of the rights of broadcasters, rather than to- pro-

tection of the consumers, reveals the power of the: broad-

cast industry to deﬁﬂe regulauon and ' effect.’ legxslatlon
on their own terms.”

A ‘current instance is the FCC's actwrty on the lwemc ,

renewals of certain TV stations. Recently, civic. -groups
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have been formcd in “several communities to bid - for
the licenses of ceriain TV stations when they came up
for renewal, the interest being to turn the stations. into
better vehicles of community service. The law requires

- the FCC to hold hearings whenever such a challenger

comes along, and it has held a number of such hearings.
In one 1968 action, the Commission refused to renew

the license of station WHDH-TV, owned by the Boston

Herald-Traveler. The principal reason given was: undue :
concentration of media ownershrp : ‘
But cross-ownership of media is more. the rulc than -

- the exception, and the fnghtened broadcasters turned
-to Congress for help. Congress responded "quickly. Sen.
© John O, Pastore (D., R.I.), chairman of .the Senate

Commerce Couimittée’s Subcommittee on “Communica-
tions, introduced a bill to reverse the requirements of
the present:-law. It would prohibit the FCC from holding
hearings when a station whose license was up for re-
newal was faced with a challenge. Instead, the FCC -
could consider a new application only after it had can-
celed a license. This would prevent the FCC. from com-
paring an existing station’s programmmg record  with -
proposals submrtted by competrtors for the channel

The FCC got the’ message On Ianuary 15, it is-
sued a statement reassuring broadcasters that it would
not consider license challenges against radio or TV sta-
tions that “substantially” met the programming needs
of - their communities. Challenges to such stations would .
be dismissed ‘without reference to other issues, and their
licenses would "be renewed.. “Other - issues™ .obviously
include cross-ownership of media, and a challenger’s

* promise of better programming. The statement, of which
~Dean Burch, Nixon-appointed FCC head, was 'the princi-

pal author, was endorsed by a 6-to-1 majority. Commis-
sioner Johnson was the only dissenter.

‘The NAB was jubilant, but served notice that it also
wanted the even more stringent Pastore bill. “The policy -
statement is great,” said Vincent T. Wasilewski, the As-

. sociation’s president, “but we stiil feel that there is a

necessity. for the legislation.”
In this fashion Congress respondmg to the broad-
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casting lobby, keeps the FCC in line. It also plays the
broadcasters’ game by keeping . the Commrssron small .

and underfinanced.

"Before he assumed office, Presndent Kennedy commis-

sioned a number of studies and task force reports. One

on the FCC, prepared by James Landis, stated that no
other government agency was subjected to pressures of -

_ the intensity of those exerted on the FCC; that no other

agency bowed more completely to. the pressures, and
that no other agency was in greater need of being freed
from them Ten years later, the need is greater than ever.’

THE mm AND ml-:f Ft:’c |

Cable television men depict the FCC as an ogre intent o
on destroymg their industry. The source of the Com-.
mission’s animus . is altemately ascribed to an excessive
lust for power and to its role as the humble servant
of the broadcasters and other powerful segments of -
the communications - industry. -Describing recent FCC
policies relating to cable TV at the 1969 NCTA Con-
vention, general counsel Bruce Lovett told the audience o

that, by its actions, “the Commission demonstrated its
intent to constantly probe our industry for new thresholds

of pain and to contmue a pohcy of obhvnon for cable

television.”

The prcture is overdrawn. It assumes a lngher degree |
of malevolent intent, and a greater capacity for carrying-
it out, than the alleged villain has ever possessed. Such

a theory cannot account for the complete fragmentation

of opinion among the commissioners, revealed by sepa--
rate -statements attached by a number of them to the. |
Commission’s basic regulatory orders, and to decisions. ...
' in a number of cases arising under these orders. Neither -

can it account for certain individual actions of the Com-

mission. For example, when TelePrompTer ‘Cable TV
sought FCC permission to ‘experiment with transmxttmg.

cable srgnals for short distances by over-the-air micro-

wave relay in crowded sections of New York City, where -
the laying of cable is very costly, the FCC granted the re- -

quest over vigorous objections by AT&T, Comsat and
Western Union, all of which want to develop this area

of technology themselves, and all of which have plenty of -

- friends in Washington.
Nevertheless, when every allowance has been made
the FCC’s actrvrty in the field of cable: TV must be

regarded as a serious failure. The problem stems princi-
pally from the fact that the Commission has defined

- the public interest as the perpetuation of the over-the-

air television industry as it now exists. “I think you

should remember the .fundamental hypothesis of the
Second Report and Order adopting our CATV rules ‘in

March of 1966,” Comr. Kenneth A. Cox said to an
NAB group in 1968. “It concluded that rules were °
necessary in order to keep CATV a supplemental serv-

lce, rather than risk its displacing our basic over-the-

.~ air system.” FCC’s goal, Commission chairman Rosel H. -
Hyde told members of the House in 1969, has been

“to integrate the CATV operation into the national
television structure in a manner which does not under-

mine the television broadcast service.” In this context,
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anything - ‘that threatens to “undermine the television
* broadcast service” becomes “unfair competition.”
The shortcomings of this approach are obvious. First,

the assumption that the public interest lies in preservmg
the present setup is open to challenge. Many knowledge-

able observers hold an almost opposite view. Second, by

using this concept as a basis for making policy, the'

s Comrmssron becomes a party to economic struggles be-
tween competmg (interests and technolognes “Protectmg

existing' interests frorn the superiority of a new form is

a derogatron of - the Commission’s statutory responsr-
bility,” said the American Civil Liberties Union in.a
brief-on cable TV filed with the Commission in 1969.
" Third, this approa..h assumes that the public interest . =
is drvorced from whai the public wants. Indeed, it as-

sumes that the more the public wants the cable, the

more - vrgorously ithe Comimission must act to prevent

the public from havmg it, since ‘high public demand in-
creases the' likelihood that the cable will threaten existing

: broadcastmg interests. Last, and far from least, pre-
' occupatron with “unfau competition,” has involved the

FCC in control of what a cable system may carry. Such

of the FCC’s callnle policy did not: result in a barrage
of court challenges years ago. -

When cable systems first appeared, broadcasters wel-
~comed them because they increased the - potential audi-

ence, butf it sopn became evident ‘that the effect would'
be more complex. By bringing a greater number of

channels and a ‘greater diversity of fare to a given area,

CATV fragmented the audiences that local statrons
regarded as their private property. '

The first agitation by broadcasters to control cable TV
came durmg 1958 Senate Commerce Committee hearings

~on the problems of bringing TV service to smaller com- - "
- munities. Twelve TV station owners who were called to
 testify begged Congress to protect them from the cable

systems that had 'mvaded their bailiwicks. :
This familiar cry of alarm has never been supported

- by -real evndence ‘For example, none of the twelve sta-
. tions_that in 1958 asked’ Congress for protection has
gone out of business. Despite the cable, all have fared

well, and: have substantrally increased their advertising
rates. In the cities in which two of the stations are lo-

- cated, additional TV stations have gone on the air. In

>
two: other cities, the owners who subjected Congress to

‘such a woeful picture of their predicament, have since

sold their statrons1 at substantial profit.

_ In the. larger picture, cable TV has quadrupled since
1958, both in nuntber of systems and in audience size.
in addmon, most (cable systems, which offered only five

channels i in 1958, ican now carry twelve, a flexibility that
further -increases the ‘competition.” Nevertheless, 173

- new commercial and 120 educational stations have gone
' on the air'in this period, forty-four of them in comrnum~
ties where cable systems were already operating. ’

-Having made its pitch to Congress, the broadcast in-

R dustry pounded on the doors of the FCC. In 1959 the
" Commission ruled' that it did not have jurisdiction over
- cable TV, Congressional reaction was. prompt. Senator

Pastore introduced a bill. providing for FCC control of

THE NATION/May 18, 1970

ental issues of free speech and free-
- dom of the press, and it is puzzling that this aspect
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cable TV _through licensing. procedures. The bill

(S.2653) narrowly _failed, but FCC got the: point. It -
was obvious, the Commrssron ‘realized on re-examining B
the problem, that it had )unsdrctron at least over cable

systems that used over-the-air microwave relays

~ In 1962 the Commission began to rule on mdrvxdual )
cases of cable systems using such relays, and its authority ~

to do so was upheld by the courts. In 1965 the Com-

mission issued its ‘First Report and Order,” setting forth’

certain ‘general - rules for microwave-served - cable * sys-

tems. In 11966 it issued a “Second Report and: Order,” - -
assertmg its authority. over ‘all ‘typés of cable systems,
‘whether or not they were served by microwave relays.
The Second Order’ applied the rules of the First Order

to all- cable systems, and ‘added some new rules. Its
general assertion of authonty over all cable TV, ‘and

the specific rules ‘contained i in 1ts two orders, ‘were agam -

sustained by the courts..
In 1968 the Commission issued a “Notice of Inqurry

and Proposed Rulemaking,” setting forth some proposed
new rules, listing a number of questions about the growth.
and direction of cable, and. soliciting comments on both -

from the communications industry and from social scien-
tists. Opinions, most quite strong, have poured in.
Each of FCC’s major rule-making efforts—-The First

- Report and Order, the Second Report and Order and

the Notice of Inquiry—is encompassed in a long, some-

times confusing, document. FCC policy is: further em-
bodied in decisions in a -number -of cases and .contro-
versies. The major requirements that FCC has'. placed

on the cable can, howevet, be set forth wrthout entermg

. too far into the jungle of subsrdrary rssues

The First Report and. Order. Thrs set forth ,vvhat

are usually referred to as the carriage and non-duplica- -

tion rules. The carriage rule requires .a cable system
in a given community to carry the local TV station,
along with whatever other stations ‘it may offer. The
purpose is to insure that cable subscribers are not cut
off from- their. local TV outlet. (A TV set hooked. to
the cable can no longer receive over-the-air srgnals)
‘The non-duplication rule concerns the importation,

from a distant station, of a program that is being shown
by the ‘local station. Such action; FCC:Chairman Hyde -

said in his 1969 Senate testimony, “fractionizes ‘the local

audience, “and audience is what the local' station in ef- - -

fect sells.-. . .” The rule prohibits a cable ‘system from

showing such programs on the same day that the local g

station : shows them. - .

The carriage rule has aroused httle controversy There :
are -reasons. why a- television viewer should not be de-
prived of local broadcasts when he goes on the cable, -
and in practice few cable systems ever intended to do.this
to him. The non-duplication -rule ‘is' now also -accepted -

with litile: grumbling, but it launches: the  Commission

much further into the fields of economic. - protectionism .

and control of TV ‘content. The: ‘supposition on which it.. .
rests; that local stations may die for lack of sufficient .
advertising revenues. if certain of their offerings are also
delivered .to cable viewers from a:- distant station, is -
entirely: undemonstrated. But even-if such -drastic conse- -
quences could be proved efforts to prevent it by control»_

THE NA'rloN/May 18, 1970

241

lmg the content of the cable raise issues at least as serrous’v--, -
as those that the policy is designed to solve. '
Adoptron of the First Report and Order by the Com-

mission -was not unanimous; Comrs. Robert T. Bartley -

and ‘Lee Loevinger: issued dissenting statements. Loev-
inger’s ‘was eloquent ‘and went to the heart of the issue.
“The Commission‘is doing-the wrong thing when it seeks- '
to control, directly or -indirectly, the -specific programs
which shall be presented to the audience. . . . I dis-

agree with the pon-duplication rule which I behe've is-

an rmproper attempt to limit competition by controlling
programming, Apparently the Commission has not’
yet -learned - that the expansion of service is not: to be
attained by the: limitation of “competition -and the im- -
position of rigorous regulation, but rather by strmulatmg

competrtron and moderatmg regulatron

: The Second Report and Order The FCC never- |
theless went much further down the path of program
control in its Second Report and Order in 1966. The

_most - important  provision of this ‘document relates to’

cable - systems that propose to operate in any of the -
nation’s' 100 largest urban market areas. The rule states
that if any established TV station in the market area,
or even any group that intends to establish-a new UHF
station, objects to the cable ‘system’s plan to -import
distant.- srgnals, then the cable system cannot import
them unless it can prove to ‘the Commission’s satisfaction
that such 1mportatron “would be consistent with the
establishment: and -healthy mamtenance ‘of TV broad-
cast service" within the area.” Existing  or projected sta- -
tions in the area do not need to offer any evidence -that =

_importation of - distant signals will harm them; they

need- only: object.  The -cable  system must then -prove
that such importation will do no harm to established

- local interests. Such proof, obviously, is not easy to gét.
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: antees For companson, it notes that the Federal Enter-
- state Highway System has received more than $50 billion
in outnght federal grants in the past ten years

. It is hard to assngn a dollar value to many or most.
~+of the educational, cultural, recreational, social and polit- -
© ' ical benefits that the nation would receive from a na-
tional communications highway. It is easier to assert the
neganve——that the nation probably cannot afford not to -
~ build it. But some interesting estimates have been worked
- out in areas where dollar values can be calculated: .-
"~ _IED/EIA. beheves that its proposed vndeophone-BCNe

’ network would result i in immense annual savmgs 1t sum-
marizes as follows: : :

6 bilion

. Domestic air travel — over. . e
‘Highways ~~ .~ . -—over - $6 billion- -+ ...

- ~Police- protection .— over’,‘ -$3 billion .

.. Fire protection -— over .- $1 billion . -

- Post Office = .~ — nearly $6 billion . . -
'Recreatlon .. - — over -$28 ‘billion -
" Total = _— over. $50 bllhon,v

'I‘he Cnty Club of New York stated in testimony before¢
the state legislature that communications economists. fore- -
see’ pubhc and business purchases of broad-band com-:
‘mueications services, once the network: is completed, of " -
- between $40 billion and $80 billion a year. If 10 per cent .
of this total were spent in New. York State, the City Club.
observed and if it were subject to the usual franchise tax

..of 5 per cent, the annual revenue to government units in

.- the state would run between $200 nulhon and: $4()0 mll-i.

. lion.

be answered, and soon. An. agreed-upon' overall ‘plan ‘is

- needed, and reasonably accurate cost figures must then

‘be developed for it. The answer to the problem of remote"
- homes may lie in the creation of a Rural Communications.
.- Administration, similar to the Rural Electrification Ad-
ministration. Another serious question is how the nation’s .

- poor will ‘pay for the. new service; if and when it sup-

~ plants, wholly or in part, the present system of free over-
~the-air - transmission. - The difference  between - current’
~ charges of $5 and up per month and the: $1 to $1.50
- figure of Professors Greenberg and Barnett, is funda-
mental for public policy in this area. A subsidy for the

: poor, ).f At proves necessary, cannot be shn'ked

A There are yet other issues. lt cannot be assumed'“
‘that all the social effects of the cable' will be good. For | °
example, the exodus of the middle and upper-middle class”

- from the cities is expected to continue during the 1970s,
and the stratification of society along geographnc—economlc";
lines will thereby be. increased. At the same time, the

~cable ‘will . make it less and less necessary for the more -

- affluent  population of the ‘suburbs- to “enter ‘the city; - |
. either for work or recreation. Lack of concern and aliena-

* tion could easily deepen, with effects that could cancel

- the benefits of community. expression that the cable will . -
bring to" nnner-cxty nengbborhoods At the very least, suchl o
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, All these ﬁgutes are rough and they do not agree, :
~_ but this much is evident—the network for a wired nation’
o xs__well_thhm the capacity of the economy. It can be done;:
- 'and in one fashion or another it undoubtedly will be done. -
“Therefore, a number of important questions- need to"

R
|

, dangerous poesnbuimes must be toa'eseen, snd the educa—

tional potential .of the cible itself- must be strongly mar- :
~ shaled to meet them. The bland treetment of this lseue'
‘in the IED/EHA report is chilling.

There are other serious. problems Poltce survelllance

by cable, and the compiling of financial, credit, and other
‘ persom{l information about individuals in computer banks,

raise unprecedented issues of civil liberties and pnvacy
anacy probiems are also involved in the transmission of

‘mail by cable. And in the creation of Facsimile Data
Services such as those envisioned by ‘IED/EIA in its -
‘report, ]the questmn is, who will decide what data is (o

be. mcluded in. these semces, ‘and what is to be left out?

'Unless the issues - involved in these future ‘uses of: the..

* cable are understood and faced, 1984 could easxly come

well in advance of George Orwell’s. prediction..

~ .Under any clrcumstances, however, the: cable- will be
built, and the anm must be, through positive policy and

mtelhgent actlo , to take every. advantage of its tre-

mendous potentials for social goed. The way forward now

is through the estabhshment of a Presidential commission
on the Wired Nation, It would have as its mandate the

. development oﬁ a plan for creating a national broad-band

'commumcattons system in the United States during the
l970s 'and should be asked to submit its report. within
a year. That com
sultatnons with economists, the’ business commumty, com-
munications - teehmcxans and. social scientists. Its report

and recommendatnons might well serve as the basis for a
special; Ptesldentml message  to - Congress, setting forth:

the plan, descnbmg the type and amount of recommended-

'federal’ partlclpatlon, and seeklng full Congreasnonal and
B publne 1support '

There is no reason: to thmk that such support would be ‘

. denied, But further delay at this juncture will forfeit greet’
: ,opportumtles for shaping the swiftly approaching com--

~ ‘munications revolution for the pubhc beneﬁt Leadershtp '
s required ané the time is now ST - )
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