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ASSEMBLYMAN HAROLD C’, HOLLENBECK [Chairman]: We
are ready to begin the second hearing on Assembly Bill 2139
in specific, and on the regulations 'of community antenna
television in general. » .

There are some of you here who were at the first"
hearing and the rest of you I am sure are aware of the
proceedings -at that hearing, o

‘At the conclusion of teéstimony cn that ‘day, this
Committee issued a statement‘saying‘thatiit would propose
a bill providing for a one year'mOratOrium on CATV franchising
in New Jersey. The status of the'bill at present is that it
passed the Assembly the next week and is now lying in committee
in the Senate awaiting ‘action, positive or negative, by that
body. I expect that they intend to act on it in June. I
will make it clear that no one on this committe particularly
likes that sortioﬁ legislation, but we felt that it was
necessary to introduce same at the présent posture of the
development of cable television and.at the present posture
of our hearings and our information gathering. We hope at
the conclusion of this second hearing, with the testimony
that we will have acqﬁiredk with thevexpertise that many of
you gentlemen have :and with the expertise of people that
are helping us from other sectors, we will be able to come
up with some positive and progressive legislation to aid in
the development of what we think is a very important industry.

v This morning we are going to proceed in the following
order: Mr, Hoch, Staff Engineer of New Jersey Bell, will
testify first; to be followed by Mr. Martin of Coaxial Com-
munications of Bergen CQunlty, who will .make a short presentation
and introduce a slide talk to the Committee and anyone
interested on the operations. and setup of cable television in
general, not.a sales pitch for any one organization. Of course,
at the presentation, if any of you gentlemen from the other
- companies have something to point out with regard to your
own operation or a difference, feel free to do so.

[
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We. are pleased to have with us today representatives of

the New Jersey Public Broadcasting Authority, Channel 52, :

who are making a video tape of a portion of these proceedings

for use on a show to be filmed later today and to be aired |
this evening. , o E . ' 3

With me today on the Committee gre Assemblyman
Everett Vreeland from Morris Countyl Assemblymah Karl Weidel
on my far right from Mercer County, and Assemblyman Walter |
Foran from Hunterdon County. . ’ S |

We will begin With Mr. Hoch.: Mr, Hock is here on |
behalf of New Jersey Bell and he is going to testify 9enerally
on the.relationship of existing CATV‘operations to New Jersey
Bell and some possibilities for the future. Go ahead,

Mr. Hock.

‘EED WARD G. ~ H OCH: New Jersey Bell does not
conduct any CATV bperations itself. Our relationship to
the CATV industry is”thét we license attachments to our
poles and we rent space in our underground conduit system.

The only criteria that we apply are that their programming

must be lawful and that they have a franchise in the municipality

in which they are renting space. The construction that they
are required to use is in accordance:with’the National
Electric Safety Code and we inspect all of the plant jointly
to insure that the required safety precautions are all adhered
to. We also have to provide some electrical bonding
between our two plants to eliminate any possibility of voltage
differences. This is both for transmission purposes and
for safety purposes.
At the present time, we have just completed rewriting
- our standard agreement which is used with the CATV companies
to include the use of the underground conduit, We have none
in our conduit at the moment, but we will permit it.
ASSEMBLYMAN FORAN : Mr, Hoch, how many cables are |
aboveground . and how many'are underground? Do you have any L
idea? o

MR. HOCH: I can't give you the number of cables,
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but we have no CATV in our conduit system at the present
| timeé All of our agreements are for aerial attachments
at this time. o o ‘ _

ASSEMBLYMAN FORAN: Off the normal poles.

MR, HOCH: That's right.

, ASSEMBLYMAN HOLLENBECK: Is Iy understanding correct
that New Jersey Bell has declared as a matter of policy that
ail of its future new installations will be below bround?

-~ MR, HOCH:. Our policy has been for several years
that installations of our distribution plaht in new develop~
ments will be placed underground, This is where there are
new streets and subdivisions. . .

ASSENBLYMAN HOLLENBECK: As this cable TV industry
develops. as a practical matter, how are you going to undertake
éharing this space with them? I can understand sharing air
space or pole space as a practical matter more easily than
I can-understand sharing a duct which may become overloaded
or overcrowded as development of a given area proceeds.

MR. HOCH: Are you referring to a duct? |

ASSEMBLYMAN HOLLENBECK: Yes. o v .

MR. HOCH: We also do bury our cable directly in
the ground, which is what we anticipate doing.

ASSEMBLYMAN HOLLENBECK: So there wouldn't be any
easemeht sharing or cable sharing in that way? _

MR. HOCH: Well, we would ahticipate if the CATV
_company involved so desired, they could share the cost of
vthe trench and lay their cable in with us as they went.

FWe can do‘this with practicaily.any other utility with
certain restrictions - water and gas. We do it consistently
with electric companies now, . . |

ASSEMBLYMAN HOLLENBECK: I don't know whether you
can answer my next question, being that you are not a lawyer.
What is your preseﬁt_lggal status with regard to the FCC and/or
the PUCvoh sharing pole space or easements? Is there a -
problem? Has the FCC ruled or has the PUC ruled?

MRa HOCH: There has been no ruling by either the
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PUC or the FCC at the momeﬁt{lehe FCC, however, is investi-
gating the rental attachment problem with the Bell system
and the other independent telephone companlesa

ASSEMBLYMAN FORAN: Mr. Hoch who makes the
- installation on your poles° Do the CATV people do it
themselves or do they do it under the direct superv1s1on
of your own linemen or do you just let them utilize your
fa0111t1es and hope they don't cut your w1res°

" MR, HOCH: They do the actual work. We reach very
strict understandings with them as to what is required.

We inspect the plant beforehand. There are certain poles
which do not have the capa01ty to carry thelr llnes along
with ours and they have to be replaced

ASSEMBLYMAN FORAN: Do you have any superv1sron there
5’at all in the actual installation?

MR, HOCH: No, not as a general rule. We will
" make inspections durlng the course of the work but we do
not stay on the job. | -

ASSEMBLYMAN WEIDEL: Mr. Hoch, do you charge a
rental fee per pocle? R T o

MR, HOCH: Yes.

ASSEMBLYMAN WEIDEL: And a rentalﬂfee’per conduit
if it is underground? | o ‘

MR. HOCH: Underground would be a rental per foot
of cable placed. N ' : ; -

ASSEMBLYMAN WEIDEL: Could you tell me if the rental
fee and the conduit fee are approximately the same throughout
the State or is it in relation to how much difficulty you
have in installing your conduit, if it is new installation:
or, in other words, would the rate in Trenton be the’same
as the rate in Saddle Brook? E o
‘ MR. HOCH’I The rental rates are the same throughout
the State, that is, w1th1n the New Jersey Bell Telephone '
Company . C ’

. ASSEMBLYMAN WEIDEL: Doés there exist in New Jersey

the situation where the electrlc companles may still own
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some poles and the Telephone Company own some poles and
you and the electrlc company work it out as to who is going
to malntaln them, 1nstead of puttlng up dual poles like
‘they used to in the olden days? ‘

MR HOCH Yes, that is correct iWevhave,two
types of agreementsﬂ one in which we bothbown the pole,
jointly, spec1flcally that is w1th Publlc Service Electric and
Gas, and w1th the other large electric companies we have
a joint use where we each own part of the poles. We solely
own half more or less@v ,' o | ,

ASSEMBLYMAN WEIDEL- But there has been no difficulty
w1th any of these other utllltles as far as cable TV is
concerned in the use of the present poles7

' MR. HOCH: No. The TV cable is placed in the

communications space, whlchvls where our plant would normally
go. We are merely'sharing our portion of the pole.

ASSEMBLYMAN WEIDEL: Thank you. :

ASSEMBLYMAN HOLLENBECK We have no more questions.
Do you have anythlng more to add to what you have said? . ..

MR. HOCH: I think not.

ASSEMBLYMAN HOLLENBECK: Fine. Thank you.

Mr. Martln; -

A.  WILLTIAM MARTTI N: "Mr. Chairman and
gentlemen, my name:is A, William Martin. I am the Executive
Vice President of a 2 1/2-month=-old cable TV company, known
as Coaxial Communications of Bergen County, Inc.

I would like to address myself to several points, but
I will endeavor to be very brief, S o '

First, may I comment on. the moratorium on granting
cable TV franchises passed by the Assembly following the first
hearing on this subject about three weeks ago, . As I see it,
the passage of this bill by the Assembly prompted many
communities WherevdiSCussionS'Were'in‘progreSS'to call an
- abrupt halt; where approaches were made to talk with new
communities, they were ignoredor refused on the basis of

the Assembly’s passage of  the" moratorlum blllq
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‘The adoptlon of that measure) ln my oplnlon,‘cast'
an unjust shadow over a lot of respon51ble bu51ness people
that came about as the- résult of the\actlons of one or two.
In the case of my 2 l/2-monﬂv«ﬂd company, it has made it
1ncrea51ngly dlfflcult for me to getian audlence to present
what my company has to offer, ‘i”‘ |
Secondly, the questlon of a moratorrum ralses
another question: What happens in those communltles where
franchises have been granted but no constructlon actuauy
'begun° In short, what is the effectlve date of thls rnorator:.um’>
Does it mean simply that no ‘new companles may enter the fleld
for a year? Does it mean that all progress in this field ‘is
to be halted for a year? If the latter is the case, we are
not talklng about a halt for a year, we are talklng about
a halt or a delay coverlng two or three years or perhaps
‘longer. : o '; ,
Another question‘Ihhaven't‘heard"raised‘before this
point is: How does all this afféct'iabor?(’We“are in a
period when full employment is a‘probiem; ‘Therefare engineers
and electronic technicians, not to mentlon constructlon people
- of all types, who will be seeklng work they could have now or
within six months from now if the moratorlum 1dea were dropped.
As the cable TV industry grows in,New%Jersey, there will be
. new employment opportunities for litenally thousands of
people, ranging from office help tO»camera men, .to announcers,
lighting and stage electricians, carpenters, bricklayers and
- scores of other specialized trades,toé numerous to mention.
And thls industry is only in its 1nfancy in New Jersey.
I belleve I understand what the State is trying to
achieve .in its. 1nvestlgatlon of -cable. TV +I think it would
like to be sure that the companies operatlng cable systems
in the State will. truly serve the publlc in general and
the local communlty in. partlcular.._I Fhlnkllt wants to be
assured that every company, partlculariy fdreign'corporations,‘
are financially sound,_operated,bygrepﬁtable,people,-and»
capable of delivering_that’which;theyupromise,' I believe
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‘the Stite wants agsurance:that’ technical standards will be
high'”that opération'oflaicablé'system willfcontinue*With-
3*a mlnlmum of - breakdown -and w1thout exce581ve or frequent '
repalr charges £ the subscrlbers to that’ systema

Almost more 1mportant I belleve the State seeks maximum
service. to subscrlbers and a falr cost for- the sérvice
received; As-an extra, I belleve the State would llke a -
‘system“eStablfshéd stateW1de, whereln every TV cable
subscriber can be ‘reached for the dlssemlnatlon of State,
county‘and local news ‘as 1t happens, where a Governor,"'
legislator”or a’ State. OfflClal can get a message to all'
the people’on 1mportant subjects,vmuch as happens today when
*““there is a Pres1dent1al Press Conference . o v '

' 1 concur s 1n all these thoughts because 1 and my
company believe they are in the ‘best ‘interests of the’ people ‘
of the State of New Jersey@ Howevery I would oppose v1gorously
any control by the Publlc Utlllties Commlss1on whlch by its
attorney ] own admlsSlon at the last meetlng here would .

" have to apply “the same rules ‘and regulatlons, rate controls
and s1m11ar regulatlon that apply to- gas,’electrlcp‘water,'
" rail and bus utllltlesa- Cable TV is not a utllltym It 1s'
:not a nece351tya It 1s a serv1ce voluntarlly offered to
the people ‘who voluntarlly w1sh to ‘subscribe to it, who want
better receptlon plus the many extras that cable TV can
»prov1de.’ o ' ’ ' ' o ‘v’
' Every corporatlon pays State and Federal 1ncome o
taxes. No attempt Should be made to deprlve 1nd1V1dual
mun1c1pallt1es of the taxes the cable TV companles are
w1lllng to pay to a mun1c1pallty for the pr1v1lege of B
_ operatlng W1th1n that communlty@m Thls can go a long way
:toward solv1ng a lot of mun1c1pal budgetary problems@

o My company does not seek an exclu51ve franchlse 1n
a communlty, We - belleve competltlon 1s healthy andi lf we
“cannot’ dellver what lS wanted,.a munlclpallty should and "
can be free to grant another franchlse W1thout g01ng through

expen31ve lltlgatlon to break an exclus1ve contract,

.



I belleve the State- control of cable TV. should be
llmlted to the areas I-have outllned., A special office
of telecommunlcatlons or some: 51mllar name could -be establlshed

v

to check and 1nvest1gate companles 1n‘the areas. of financial
respons1blllty and integrity, approv1ng those ;who meet
standards established and dlsapprQV1ng those who do not.

With englneerlngﬁasslstance,ﬂlt"couldtestabllsh standards -
for equipment. “It,could'developea plan for Statewide. cable
TV hookups®when wanted. It could establish .programming.
standards,_ By this, I do. not, mean censorshlp,tbutito\a -~
reasonable degree, promote local programmlng.

‘ I understand ~although I haven t seen it as yet }
there has been a recent dec151on on thlS matter in Washington,
out of_a ruling by. the Federal Communrcatlons,Comm1551on,

. that cable'systems with over 3500 subscribers must provide

. special amounts . of local programmlng.,»My understanding is.

that thls has been thrown out.
Flnally, there is .every 1nd1catlon the FCC shortly

will jump into cable TV w1th both feet and assume, one .way

or another, full control over the medlum., This would, of .

course, make anythlng we say here or anythlng done, by New Jersey

almost, academlc. o _ ; —

’ - There is a wonderful future ahead for cable TV

‘It would be a. crlme to 1mpede the progress of thls industry

at thls stage. For the public, there awalts a whole new

world of entertalnment, educatlon and knowledgeablllty of

what is happenlng around them.y There w1ll be special programmlng

for chlldren, for school systems, for teenagers and young

adults and for the mlddle—aged and thé senlor c1t1zens.

»There w1ll be sports for those who enjoy it. There w1ll be

24—hour—a-day unlnterrupted mov1es for those who prefer thls

type of entertalnment ; And there w1ll be cable-dellvered

mu51c for non-v1ew1ng pleasure. There wlll be two—way

communlcatlon between a classroom and a speaker many mlles>

away, and pOllce and flre systems w1th two-way communlcatlon,

and even burglar alarm and flre alarm systems tled up with

~
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individual homes

I say these things because my company is prepared
to begin operation of any franchise we may be fortunate
enough to win .on a non-exclusive basis, with 19 channels
of programming and the capablllty of addlng 20 more as the
demand SO dlctates@ ,

“In conclus1on, I have an offer to make to the State
of New Jersey. We have at our dlsposal a sizable staff
of engineersg They are busy because our afflllated national
company currently is pla01ng in Operatlon a system in
Columbus, Oth' currently constructing a system in Hemstead
Long Island; and doing preliminary work on many others
across the country However, our little New Jersey company
has access to thls staff We are prepared to offer the
State the services of spec1a11sts in englneerlng programmlng
and all phases of, cable TV operatlon; 1n whatever capac1ty
we may be called upon to prov1dep You may be assured of
our fullest cooperatlon I say the same to those already
operating cable v systems who may be present in this room.
We all have the same purposep the best for the people of
New“Jersey in the areas in which we can prov1de cable TV
service. R ‘

‘Mr. Chalrman, I have avallable and ready whenever
you‘wiSh them, a serles of slides outllnlng how cable TV
systems are lnstalled 1n communltles phy51cally on poles and
in the ground. Thank you very much,‘

ASSEMBLYMAN HOLLENBECK- Before we look at those,

I thlnk some members of the Commlttee have questlonsu

ASSEMBLYMAN WEIDEL Do you mlnd 1f I ask you some
questlons, Mr, Martin?

MR, MARTIN: Not at all. |

 ASSEMBLYMAN WEIDEL: First of all, we will be able
to reread what you stated herew But you mentioned that you
have a new cable company and you'havekbeen innbusiness
‘Aapprox1mately three years° ’ ‘, - | o |
MR. MARTIN. Two and oneehalf monthsw



|
|
|
i
|

i
i
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ASSEMBLYMAN WEIDEL: Two and bneéhalf .months. .0.K.
Would you. tell me. in. your. estlmatlon how .many cable companies
there are in New Jersey? .., ¢>pr»u 4ﬁ5,_ S FUIP

J MR 'MARTIN: I believe there are about 20 or 21

operatlng companles. ) e b e

ASSEMBLYMAN WEIDEL- Twentyvor twentyéone operating.
You can, but you don't have to answer this _question. What
was your buslness before you got 1n cable TVr B

MR- MARTIN- I am in the publ%c relatlons bu51ness.
ASSEMBLYMAN WEIDEL All rlght. You are a sub51d1ary
of a large cable .company. You mentloned Columbus, Hemstead
and a few other c1t1es._ Why does that cable company need
. MR MARTIN-‘ We are 1n the process of settlng up.
We have 1ncorporated 1n the State of New Jersey.t When thls
'1ncorporatlon 1s flnlshed and the complete organlzatlon 1s
set up,'thls 1s 901ng to be strlctly a New Jersey company
w1th flnanc1al backlng from the Florlda operatlon where
Coax1al Communlcatlons is located._ We are all local people

’that w1ll be 1nvolved 1n thls. I am Stlll 1n the publlc

relatlons bu51ness and at the present tlme I am 1n the process'

of developlng or settlng up thls company. -

B ASSEMBLYMAN WEIDEL-- The name of your company 1ndlcates
that 1t 1s Coax1al Communlcatlons of Bergen County.v Do you -
'llntend to llmlt yourself to Bergen County° ‘ ” B
: ' MR MARTIN: No, sir, we are 1n the process of
trylng to change that to lP’New Jersey.( , y

- ASSEMBLYMAN WEIDEL' You dlsagree with the moratorlum
and you mentloned qulte a few tlmes thls non-exclu31ve feature.
I don t know too much about cable TV yet But thlS non-

_exclu31ve and this exclu51ve feature,kwould you explaln to

me what 1nvestment your company makes*ln a partlcular community

on a non-exclu51ve ba51s°‘ Do you 51gn a contract w1th Bell
Telephone or Publlc Serv1ce or whatever 1t may be to
guarantee them that for so many years

you are 901ng to pay and

if this community decides after you h ve begun to perform that

]'.’0‘ v ;
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you just aren‘t'meeting\the‘standards'that someone else
could, you mean you just pack up and leave after you have
made contracts, ‘after you have used capital?

MR. MARTIN: Sir, we have a very typical situation
I believe in'the>City of Newark right now where an exclusive
contract was granted to a cable TV company. They did not
perform and the city is now going through costly and expensive
litigation to try and revoke that franchise. :

“ASSEMBLYMANiWEIDEL: Didn't we also have that
situation»in.Trentonp New Jersey, and also in Hamilton
Township, New Jersey? Yet you testify you are against the
moratorium bill. B ' ,

MR. MARTIN: I am against the moratorium bill because
I think it would be unfair and unjust not only to ourselves
who are really only just beginning to get under way in the
State of New Jersey, but it would be unfair to the other
cable operators who have been doing bus1ness for years and
who are seeklng to expand

| If I may, I will carry this step on the non-exclusive

feature I discussed, a little bit further. Under our ‘non-
exclusive franchise, we are offered this franchise for a
period of years, 10, 15 or 20. We have the financial backing
and the financial support. -We will pOSt'bond”that we will
start work within a period of six months - that is actual
construction - allowing about six months for the planning
and preparationm We will sign a bond to the effect we will

begin actual programmlng and operatlon of the system w1tn1n

‘a perlod of elghteen to twenty -four months, dependlng entlrely

upon the local 31tuatlon, We feel that if we can't do the
job, we shouldn't be there. And if a communlty oomes to us and
says, "You are:not‘doinghthevjob“ We are going to give a
franchlse to someone else "it is perfectly all rlght with us.

ASSEMBLYMAN WEIDEL: How much money would you ‘have
1nvested we w1ll say “in a communlty of 25 000 people7

MR, MARTIN: I couldn't guess at that figure rlght
now.,

ASSEMBLYMAN WEIDEL: Would you tell me offhand how
: 11 -



much .capital you would need: to start a cable Tchompanyésyi

How much capital do you need? : A quarter of .a million? -

‘A million? ‘ , : S

MR. MARTIN: You need at least a quarter of a
mllllon to do a good jOb.‘ o , .

ASSEMBLYMAN WEIDEL: At least!a gquarter of a
million. ~ Some peoplevmay.needimore than' that.

MR. MARTIN: - That is possible. . . : /

- ASSEMBLYMAN WEIDEL: Some people may, need less

than that. o o , ,
MR. MARTIN: That‘is possible'too.v\
-+ As a point of comparison I can say thls, that in

. our, early discussions of Bergen County when we flrst began
to,drscuss thrs with the people who do-supply the funds to us, the
vestimateswas_$30‘million to be invested;in;Bergen‘County,,'
. ASSEMBLYMAN WEIDEL: How mudh° S _
.MR.tMARTINﬁ Thirty mllllon. That is just in 1nstall-
ation lines, cables, studios. f . ' _ o
ASSEMBLYMAN WEIDEL. I want to ask one more questlon
rand you don' t have to answer it if you don't want to.. It
is gorng to be very p01nted rHow\come there are so.many
lawyers,.PR men, accountants,'all,lnvolved in cable TV? _
Howacome a,cablelTV company needs‘these lawyers, accountants,
PR,men, politicians, anybody else you want to mentlon,'ln;
their company, these sub51d1ary compan1es°iv , .
o ~ MR. MARTIN- -First of all, I w1ll answer you just
as p01ntedly.k I happen to be ‘a PR man and. I am in’ bus1ness.
I am pretty well known through Northern New Jersey and
'through the State of New Jersey. Through a mutual frlend,
this company offered me thls opportunlty to try to get thls
- company off the ground. I have the authorlty to hire lawyers,
if I need them.' I have my attorney rlght here now who
handled the 1ncorporatlon of our company in Bergen County
and I don't thlnk anybody can say that that law firm of,_‘
Nbrrlson, Lloyd and Grlggs 1s polltlcally connected in any way,



shape or form. - , v ,

ASSEMBLYMAN WEIDEL: 1I.am not. talking about repre=-
sentation: I aﬁ £élking about lawyers who are members —--

MR . MARTIN: As far as law firms are concerned,
those that are in it - and I know a couple that are in in =
I think they aré primarily in it to seé how much more y they
can make in=the shortest possible time.

ASSEMBLYMAN WEIDEL: You don't think in one
instahce.that;being one . of these people that I named would
“help you get a cgntract? ‘

MR, MARTIN: Not particularly. I don't expect the
fact that I am a PR man to help me get any contracts because
I have to go out and I have to make presentations. I have
to provide a nodel ordinance, T have to give the town what
it wants, what it seeks in inceme, what it seeks in-licehsihg
~fee, and we have.a whole schedule that we follow. "It is
flexible; it is negotiabhle. And it all has to be done,
as far as my company-is concerned, strictly across the top
of the table. ' '

.- ASSEMBLYMAN WEIDEL: Thank you very much,

ASSEMBLYMAN VREELAND: Mr; Martin, from your comments
I get the impression that you feel the contract that you
have constructed -~=- ‘

MR, MARTIN: I am sorry, sir. I can't guite hear
Yyous - ' ‘ '

ASSEMBLYMAN VREELAND: The contract that you use
for your municipalities in which you are seeking these
franchises, youﬁﬁeel;is a model éOntractg

MR, MARTIN: Yes, sir, I do. Copies of that were
made available tg‘the members of the Committee at the last
hearing: ' A ' ' |

ASSEMBLYMAN VREELAND: When you have a contract that

ig in force in a municipality,'iS'there'a provision in that

contract which says that the franchise can be 'sold to another

Firm? ' ‘ ' | |
MR. MARTIN: ° No, sir, not in ours.
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ASSEMBLYMAN VREELAND: You are tied in then and -
bonded and your contract cannot be sold to anyone else.

MR. MARTIN: That's'right.

ASSEMBLYMAN VREELAND: ' Did you tell us the name of
'your parent company in Florida?

‘MR. MARTIN: Coaxial Communications, Inc. of Florida.
They are headquartered in Florida. It is a nationwide
company and the parenthood in this case will last primarily
just so long as it takes us to get in actual operation
ourselves here in Jersey. Then we will operate independently
of them. .

ASSEMBLYMAN VREELAND: Thank you very much,

ASSEMBLYMAN WEIDEL: In your testimony you said
that shouid it come to pass that your cable TV isn't performing
properly, you can be omitted. It says so in your contract.
Now who makes the determination of whether you are performing
properly? . In other words, you may visit a person's home
and say, "Isn't that a beautiful picture," and you kind of
smile to yourself and don't say anything because it is really
a horrible picture. Who is going to say whether or not
after you have a contract, after you are operating, whether
or not you are performing properly? Who sets these professional
standards? ‘ . :

MR. MARTIN: This is one of the things that I
suggested in my testimony that the State could do by setting
up standards of operation and programming that the municipalities
could go by and then in the case of complaints or any massive
complaints about poor service, the governing body that
issued the franchise would have the control of it and could
go to the company and tell them that they are not doing the
job. This is one area that I feel very strongly about, that
the control and supervision of the operation should be in
the hands of the local municipality.

_ ASSEMBLYMAN WEIDEL: In other words, you would like
to see the local municipality request something from some

State agency and they would make the final decision.
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MR. MARTIN: The State could assist the local
municipality in making these determinations and not Jjust
ask for a sheet of paper with a set of regulations on it
or rules., ' o ' '

ASSEMBLYMAN WEIDEL:  In order to help us = you
testified you‘are against the PUC because this isn't a.
public utility. :

MR. MARTIN: That's right. :

ASSEMBLYMAN WEIDEL: Where would you suggest that
this Telecommunications Office be? What department would it
be in? IR ' ) - N
MR. MARTIN: I am not that intimately familiar with
the organization of the State 'government to say what |
department it should be in; ‘but under some appropriate
'départmént,'it*shouid'be a separate office just dealing
with telecommunications., o |

ASSEMBLYMAM WEIDEL: Could it be a separate office
in the PUC? - s ' ' ‘ o '

MR, MARTIN: Possibly, as long as the PUC would not
be applying the same rules and regulations to this industry
that they apply to bus, rail and water, and these things.
Because at the last hearing, the attorney representing the
PUC testified. He came back about an hour or so later and
made the flat statement that if it went into the PUC, under
the PUC, all present PUC rules and regulations as they '
‘exist would have to be applied to this industfy; which is
where the fallacy is. If it could be'so set up, under the
PUC or any other department, that this particular department
was not tied in and bound and tied down by existing rules
and regulations over a period of years that can't be applied
properly to this industry —— Thié is what I mean when
I say a Séparate bfficé or a sepafate commission should
be the one to do it. - ,. ‘

I am not advbcating that the State come along and
" say, "Your rates are goinguto‘bé‘éd and so. You the.Eo
charge this or you can't do that." That is the job of the
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individual municipality;whéregthey'are right,on the scene
and they can.supervisey»they‘canwcontrol;:theyrcan watch. -
..~ Does that answer-your question? |
ASSEMBLYMAN WEIDEL: Yes, sir. .
ASSEMBLYMAN- HOLLENBECK- I have one"queétion, Mr.
'Martiné I would like somebody to answer it If you.can't

answer it, I want somebody to answer 1t sometlme today: or-

in the near future. I look:at all’ these brochures and I ¢
look:at the potential., - I look at the different uses that
can be made of CATV and I Want;toiknow'from_you-people who
‘oppose some‘formﬂoffregulation, over—all regulation, how . -
in the world.you”are going tofachieveffull_growth;— how you
are going. to'developvthe potential of |this industry - . if you
have 300 or 400 dlfferent franchlses all over the State7--

How can- you achieve it. practlcally and how . can you achleve 1t
financially without an over-all regulatory agency,vmandatlng
-some. klnd of. 1nterlock1ng of serv1ce5gor regulating the use
and the programming of this form of medla to some. extent?
That' s,the.quest;on}Ifhave.' It is the question we all have
and we are still waiting for an.answer to it. - '
MR. MARTIN: ’Mr;,Hollenbeck,”v ‘would answer that

questlon thls way: Previously, I belleve in my statement at
the lastﬁhearlng, I suggested . that sone form of a study "

commission be app01nted to go 1nto~all of these various |

ramlflcatlons before any leglslatlon at all 1s drafted I
also suggested that thls comm1s51on be glven a certaln degree
ofvauthorlty_—-_How,wllL I say 1t?-ef;where there has been .
evidencewof Wrongédoing in’certain aréas to be able to
approve or . dlsapprove companles durlng the. 1nter1m. I
suggested thls 1s the only way that tﬁls could be answered
' because I don t belleve there is a 51ngle man in thls room
that can glve you a. deflnltlve answersto that questlon at
this tlme. ' ' ? . D
ASSEMBLYMAN HOLLENBECK: Thank you. _There are
no further questlons from the Commlttee., -

We are 901ng to go downstalrs 1nto the Conference

f
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Room to look at a set of slides prepared by Mr., Martin's

company and he is g01ng to present them and discuss installation
and cable television in general@‘ I wanted to do that at

the first hearing for the members of the Committee and for

the members of the press who may not be fully acquainted

with the operatlons and procedures, but unfortunately they
weren't available at that time., We are going to take -

about fifteen minutes to look at these quickly and then

come back up and hopefully finish the hearlng in one se551on¢

[Recess, durlng which slldes were
‘shown by Mr, Martin.] ‘

After Recess
ASSEMBLYMAN HOLLENBECK Robert‘Pauley?

R OBER T ‘PAULE Y: Mr. Chairman and members

of the Committee: I am happy to be able to return here

since through nobody's fault I was pressed up against the
clock a little bit last time and when I concluded I was
talking about controls and I didnit>say very much about
controls. I would like to address myself to that because I
understand that that is the thrust of your hearings.

_ Now as a broadcaster, I have lived with controls‘

all of my business life. By law, a licensee of a radio or

a television station must serve the public interest, convenience
and necessity. His license says so and he has got to do it,
and strangely enough, 1t never got in my way. But you know,
everybody is serving the public interest, everyone, the
butcher, the baker and the candlestick maker. No matter

what business you are in, you are serving the public interest.
When you forget it, you are in trouble. The man who doesn't
serve the public interest finds himself in deep difficulty
“and as one Commissioner of the Federal Communications Commission
once said, it's a strange thing, but the broadcaster that
does the best public service job is the fellow in the long
run who does the best over=-all job. - He seems to make the

most profit. He seems to get along with the least amount
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‘of trouble, and he really is the accepted, responsible
man_ 1n the community. . '

And those who complain. about certaln controls,

namely, the Comm1551on, which I am talklng about now,

51mply don't really understand what 1s 901ng on, I would

complaln only perhaps about -the. delays in the Commission,

the delay in a license transfer or a delay in a hearing,

and that is because of the grlndlng wheels or bureaucracy

whlch nobody can really av01d and also because of the budget

and the staff of the Comm1s31on 1tself._ It is under-budgeted

in my opinion and somewhat under-staffedrat the present

time. ' o avv: | , v :
You know the old ‘Radio- Commis51on started as a

traffic cop. They were the ones who sald, "We have to have

certaln guldellnes here for broadcastlng because all these

‘bad boys are trylng to upstage one another and jam one

another and we really aren t 'getting anythlng in thls country

except chaos. Somebody goes on 770 fn New York and :

somebody else " goes on. 770 somewhere else;' " That ‘was - the

,problem then: in broadcastlng. Later, the Hoover Commlss1on,
whlch was a forerunner of the FCC, referred to radio as
w1red radlo because they could never qulte conceive that
radio 51gnals were passed .through' the air. I am sure if you
told them,then about television and 1tS»capabilities} they
would be horrified and disbelieving too. | |
o ' So here we are, back to wired radio and back to
wired‘televiSion almost, as if it werelforecast back then.
- I want- you to know that I support the FCC in its:
efforts so far and I am very much in favor of seeing the

_ Comm1s51onrtake any regulatory measures whichvmay be required

in so far as CATV, is concerned. : I know what they are trying
;to do in the origination rule. I understand that the ruling
‘that'cable systems of 3500 and more subscrlbers must orlglnate
has been overruled: on the basis that the figure was arbltrary.
So we don't know what is going. to happen. But I know

that the Comm1s51on.wants very, very much;to see these cable
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systems provide’a”broad'base, greater information, greater
public service, ‘to really capltallze upon the avallablllty
and capablllty of our great communications media in this’
countrys, - ' ' ‘
It has.bgen my position all along that broadcasting
has failed somewhat to live up to this great potential.
It has falled to offer a broad base of diversity and 1nformatlon°
It has failed to create a dialogue and to offer access and
to help unify a troubled nation which we face today, and I
am not putting‘the blame on the broadcaster in any sense.
I simply say  that he probably could have done a much
better job. ' |
' Broadcasting too, I feel, has failed in its creative
potentialoz Now we are faced with the. question as to why and
we look at a new medlum and we have before us an opportunlty
perhaps to correct those wrongsn But hlstorlcally the
broadcaster was not living up to his potentlal because of
his starkp stalklng,'mortal terror of the ratlng system, aiso
his lack of courage and creat1v1ty, his fear of the FCC
"rules," and I use that in quotes,the "rules," because I think
some of them really don't understand those rules are not V
harmful to the broadcaster in my opinion certainly and not
harmful to the public either., They are there for the public's
interests. | ’ S ‘
Broadcasters1traditionally have also been fearful
of controversy. Now despite the fact that'they have shown
this fear of controversy, all the recent FCC Chairmen, Henry,
Minnow and others;vhaVe implored and urged controversy, that
broadcasters enter the controversial area, that they provrde
a broad range of thought materlal to their publlc, to their
aud;encea John F. Kennedy hlmself went out of his way to
make that statement, imploring broadcasters "to use your
medium to adbroader eXtent than you have been d01ng@ But
they stuck to the bland and to the stamptypedvand pretty

much to the mediocre, and now they are faced with a competitive
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~ threat in cable. .The watchword to the%'seemed to . be, get

a rating and offend nobody. Well, T am very much hopeful,

.gentlemen, that that doesn' t occur. and‘the other minor (

problems that broadcasting has suffered through the years : | .
~does not occur in .cable. I hope we. are smart enough to ‘ -

avoid - ‘these things and that we can give cable a free breath

)

_which it deserves. Because the time has come now in cable -
S it is here right now = where you have multiple Jbands available

)
H

for a broad diverSity of information apd education and o
culture and things that can. help rather than hinder. You ~
~have the customer_payinguthe freight,wpot the advertisers.b
4 Therefore, you don't have the rating ﬁroblem which;youghave
had in broadcasting; You can programéto the very smallest
fminority, the smallest segment and these segments make up.
:the total. To a smart cable operator, if he is serVing
30 homes With ‘a very unusual or highly cultural program,
for example, that is 30 homes he might not get otherWise.
:Those 30 homes multiplied by his monthly fee times 12 months
-a year means money., But more importamt than that is that
~he is serVing somebody that probably would not have been
'served before and this is cable s opportunity.

. Therefore, I feel - and I am gOing to comment also
on the moratorium‘— I don t think that the moratorium is
in keeping Wlth the demonstrated progress of the Great State

of New Jersey. I think if you have a question in your mind

about something, that it is up to you and the responSibility

of those in power to pursue w1th all speed the solution of

that problem and - not necessarily to shelvefit unless the

industry itself is so backward and time is of no essence to

you.' But, unfortunately, time is of greatfessence here.

Everybody forecasts that by 1980 the end of this decade,

there Will be 30 million w1red homes in this country. The | o ¢
,fact that cable teleViSion is mOVing forward at a great |

vpace is an absolute certainty and irrefutable.l Now if you

'do embark upon this moratorium,‘I feel somewhat that you

é
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will find‘you%sejves behind the pack and not a leader, as
you have‘been‘knownxto'be'in‘so'many‘other”areas in this
State; ,nmuw, , . - . S S

I recﬁgnize'the concern and thée need of controls.
There isn't any questlon about it, I completely sympathize
with you gentlemen who are concerned over controls. 'Nobody
really wants control ‘but I think we ouaht to- deflne what
controls are.,« Controls needn'’ t be bad, ‘

T would llke to talk very brlefly about the need- of
controls as I see it.

Flrst, of course, ‘'we must have financial respon51blllty
and charactera. We don't want people in the area of broad-
castlng who don t have it., Because, you know, 'a broadcaster
talks to more peOple in a minute than the average person -
in publlc iife- or a minister or a rabbi or a doctor or a
lawyer talks»to in a lifetime. It is an enormous respon31bllltyo
To have”people other than those of character and financial
responsibility involved would be disastrousyb And I don't
mean that the applicant ought to be rich. He simply ought
to be able toract upon his franchisep'to puild it and not
sit on it, and work in the best interest of the public. ‘

Secondlyp the facilities, the quality, the safety,
all of the physical standards themselves, Should‘have some
control,' This will prevent shoddy workmanship, And unfortunately
.our_great American economy has_been known to create a bit
of it, - | o o o

The third recommendation - and I don't think this
should be a controi_-‘but'broadcasters who are in cable are
looking at cahle“somewhat vertically, like broadcasters.
Those‘who haven°t been in broadcasting perhaps are looking
at it w1th a fresh llght but yet w1thout communications
background really aren't quite certaln what to do with it.

I don't think that advert1s1ng represents a large revenue
for cablev= not at thlS tlmeoq' And I thlnk that the 1dea of
advertising, of course, is good,h It is educatlonal,vlt is

informative. But in our society, it has become intrusive
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and the context has been bad One of the German networks,v
for example, runs all ads and prime . tlme and has one of
the best ratings of the day. But I would suggest that it
‘not be a rulée but a promise be extracted from the cable
operator that perhaps he malntaln hlS commerc1als at one-half
the level of the FCC Code of Good Practlces,.whlch 1s somewhat
liberal, I thlnk.: Because agaln I say, the money, I don t_
belleve, ‘is g01ng.to come from that dlrectlon. , o

- I further feelthatthere should. be. a great empha51s
placed upon the activation of addltlonal channels. -The
"FCC feels thls way very strongly. I think that\every cable
operator should be thlnklng down the road toward thls goal.
"He should of course, repeat "off the alr" 51gnals. ThlS ‘
offers a w1de selectlon and was really,'as we saw downstalrs,
~ the bas1s for cable telev131on gettlng g01ng.. But if he
ugnores the great fac111ty whlch he has at his dlsposal, all
these addltlonal channels, he is belng very fOOllSh and the
local communlty is not belng served. ,

I would certalnly recommend no control over the '

rates charged. In a freefenterpr;se s001ety, 1t.1s_not_a
' necess1ty.» ‘There Should certainly be no control.‘ There
should certalnly be no control over the content or censorshlp
in any sense whatsoever.,n B _ B

, The payment to the communlty must be a- local matter.
It 1s not entlrely 51gn1flcant however, how much the communlty
gets but how well is the citizen of that communlty 901ng
to be served and with what°" . ; , ,

‘ My recommendatlon, 1n summary, 1s that any rules
or any regulatlons, any overlay of guldellnes, should come ]
from the FCC and I am g01ng to contlnue to support that '
pos1t10n. I thlnk beyond that it 1s a matter between the
community and the cable operator, w1th poss1bly some bas1c
standards in lleu of the FCC 1f 1t does not come through with
~ some bas1c standards on the character of the 1nd1v1dual,
his f1nanc1al respon31b111ty and of course,_the phys1cal

constructlon of hls plant
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I think we have an awful lot of good people in
cable.” I have met many in the short time that I have been
in it. It is a new industry. There aren't a large number
of people who have been in it a long time. I have met
several. They are a new breed. They are exciting. They
have creative ideas and many of them are right here in this
room., I would urge that you join with them, hand in hand,
for the benefit of your communities, this State and of our
troubled Nation., = Thank you,

ASSEMBLYMAN HOLLENBECK: Thank you.

Are there any questions? ,

ASSEMBLYMAN WEIDEL: I would like to ask a question.,
You obviously know that the moratorium is for one year,
don't you?

MR. PAULEY: Yes.

*ASSEMBLYMAN WEIDEL: 0.K. You testified that you
- are in favor of rules and regulations because of the:
potential of this industry and you also testified by 1980
there would be 30 million customers. We are in 1971 now
and we have five hundred and some communities in the State
of New Jersey and, according to the testimony the last time,
some 136 have already'been'franchisedé If we don't have a
"moratorium, whether your company is in the process of
getting one or it isn't in the process of getting one, every
community could conceivably, before’any rules or regulations
are drawn up, be franchised, and before it was decided how
many channels there could be. ' That's a new approach. Do
all the present cable companies have the same amount of
channels or is that an aspect to be negotiated between the
municipality and the cable company? What I am in fact
asking, I am answering and I am asking: If we don't have
a moratorium and we wait for the FCC - you keep referring to
them and we refer to them and we read about them, but we
don't know when their rules and regulations are going to
be'forthcoming - what do we do? What do we do to help the
cable companiesiand to help the'pUblic and to help the -
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public and help. the munic1palities in- June of 19717

MR. PAULEY: I think that any- rules and- regulations
formulated by the FCC will certainly be retroactive to
any cable system. - So whereas you have several cable systems
now in the State of New Jersey and many more who want to . -
be here, I am very confident that the rules the Comm1351on w1ll

establish - and I am .quite confident that they will do so -

)

will certainly be retroactive to these cable communities.
You asked a good question and I am not sure I can. answer
it entirely. I can dance around the periphery of it, but
I really can't entirely‘answer it because Ivdonlt have the’
inner knowledge of your State.and,your‘particular situation.
ASSEMBLYMAN WEIDEL: Doesn't Connecticut have regulation?
And since they have had regulation, there have been no newv.v
~cable TV franchises. This is regulation.by,some Commission
or Public Utilities;”-We are trying to'delve;into the question
of where it should be and'how itdshould be operated and what
should it do."  You are»all»business men,_ ¥ou-are,all interested
infcable TV and you all either have your -own companies or
‘you are representing some national company. ‘So canawe_get
it right out on the table nOW’ Cable TV is not the same or
is itz In other words, does XYZ Cable TV Company do the
same thing as ABC Cable TV? ‘ |
MR. PAULEY: Do you want me to answer that one?
ASSEMBLYMEN WEIDEL: . Yes. '
MR. PAULEY:. I think that cable is. an entirely
new medium.‘ You have asked a very 31gnificant question.
Those whoyregardvcable as part.of.something in the past,
another aspect of televisionvor.another'aspect of radio,
are looking at’it in the wrong light;' Cable has a profound
51gnif1cance and a tremendous potential 1mpact upon our | ,
nation and . upon everybody in. 1t ‘,And those_who regard it as o "
an exten51on of an ex1st1ng medium, I don't think‘are looking
at it in the right light and that lS why I am very much in
favor of every responsible body that I can find to take a
very close look at cable and to come up with the answers.h

It is not for me to come_up with that,answer. - But it sure
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is up to the‘Cbmmission, I would say, primarily and I.
would like to see it in their hands because they have that
expertise, 'But they should look at it in the light of a
new medium, which T think they are doing in their Cable
Division in my - 'discussions with them anyway. We are faced
here with a sitﬁatiOn where it has been around and yet it
has moved aheéd a lot faster than people realize. We are
caught up with ‘it now. And I would only urge you to seize
this challenge .and I know ydu are. That is why we are here
today = to seize this challenge and move into it as fast
as possible. -

ASSEMBLYMAN WEIDEL: Thank you.

ASSEMBLYMAN HOLLENBECK: That you, Mr. Pauley.

Mr. Hobler.

HERBERT HOBLER: My name is Herb Hobler. I
am President of the Nassau Broadcasting Company, which owns
WHWH in Princeton, WTOAuFM in Trenton, WJZZ-FM in‘BridgeportF
Conneéticut and a majority interest in a cable company on
the Jersey Shore and an appllcant for several franchlses in
Mercer Countyn'f ’

I thlnktthat'cable is at a very awkward stage, both
for you gentlemen and for those in the business and for the
Federal Communications Commission. Unfoftunately I wasn't
here at your last hearlng and, therefore, I may make some
comments whlch}mve been made before - and I am llkely to
make some that haven»t - because I am somewhere between the
traditiohalp if there is.such a thing, cable caster and you
gentlemeno o

I am afrald that there is no question that there
must be controls about cable and I would like to dramatlze,
if I can today, that those must come from the Federal Com-
munications Commission, and yet at the same time there are
controls that 'you gentlemen are concerned about for Various
reasons as are people in other states. | ,

I saw part of the demonstratlon downstairs of what

cable is and it was a very basic presentation that: you saw,
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and I would like to p01nt out, that the future of cable is

so complex that I would hope that 50 states would not all .

try to be experts on something even the FederalgCommunlcatlons
Commission is not expert on yet.

» ‘Looking toward the future of cable when international
cable television fromvSingapore and London and all over the
country is a reality, the United Nations already has a
commission on international cable and the problem of the
Russians is that they don't seem to like the idea of American
commercials coming into Russia. This entire country will not -
only be wiredprobably eventually but interconnected. There
may or may not be networks as we know them today. There may
or may not be television stations on the air as we know them
today. And because there is such a fantastic future and
potential' it 1s creating problems for the Federal Communlcatlons
Comm1551on that they have never had to face before.

I belleve you mentloned Mr Weldel about Connectlcut'
as I recollect several years ago the Publlc Utlllty Comm1ss1on
took 1t over and nothlng has happened and I belleve there are
one or two or three states where this has occurred I thlnk
1t 1s unfortunate because this is much more akin to broadcastlng
on a closed—c1rcu1t ‘basis than it is to a publlc utlllty so
far as cable goes. "

Just to throw at you a few thlngs that are g01ng to
occur and the thlngs that you would get yourself 1nto —'and
I think you would prefer not to - cable casters are g01ng to
be 1nvolved ‘in advert1s1ng. They are going to be 1nvolved
in some of the same rather onerous things that broadcasters
are facing with the Federal Communications Commission of
dlscrlmlnatlon towards broadcasters where you can't take
alcohol advertlslng, c1garettes, the Falrness Doctrine. We
have just been told we can't play records with drug lyrlcs,
and the selling of the Pentagon has been front—page news, about
editorial censorship of CBS. There ‘is the problem of license
renewals. Are they three years or five years or forever or what?

Then there‘are‘the communlty surveys that the ‘FCC requires
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a broadcaster'to take to determine what the public wants.
While having been in the business 25 years, I am not sure
the public does know specifically what it wants, except it
may like this, that and the other thing. But if every
broadcaster in the country had to do what the FCC asked
him to,'you,Would all hear the same sound. This is a Very
delicate problem the FCC has, to serve the public and yet
be different. 7How many commercials can a radio station carry?
Some'politicians in Washington are suggesting they should
get a discount for their political campaigns on network
television and local radio and television. How many public
service annouricements do you put on? What are your news
standards, etc, etc.? ' t

' I mentlon these because these are going to become
similar problems in cable. They just plain are. On top
of that, there are, as has been suggested here, some technical
standard'problemee Cable originally started with five channels.
When we built our first cable system in Ohio, we were one
of the first in the country to build a twenty channel system,
Now there are thlrty, forty and flfty chanhel systems, And-
that is 901ng to changeg ' »

' When cable is connectlng the home to your local bank,
when your newspaper is coming out via the cable, as is being
done experimentally in Japan right now, the total communications
of this country are 901ng to turn up81de down,

So I beg you “and 1mplore you, as responsible repre-
sentatlves "of this State, not to move too quickly into too
”many State controls, though I have a sUggestion as to'what
’may solve some of the problems that I know face you and face
the cable casters. - '

The FCC has already assumed certain aspects of cable@‘
They have given certain guidelines, including a 2 per cent
of your'gross business to the local community,‘which may or
may not be realistic, but they have suggested things?like
this. » : ” ' | ?
. You have a concern appérently that franchises awarded
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in this State may have been clouded in some areas. I am sure
that this may.be true in other states. I am sure also there
are other franchises whereipolitical influence is exerted

in running this State and every other state. So to investigate

for too long a period what is going on in cable, I think, is

®

a little shortsighted. It is probably no different than
a lot of other things, however unfortunate that may be.

‘ I would go back and suggest this to you == And,by the
way, Mr. Weidel, in response toYWhy*lawyers,.puhlic relations
men and accountants, which virtually every company, I guess
has, a good broadcaster has a coupie of lawyers, one in
Washington and one locally, which is what we have, one that
knows your Federal Communications rules and one that knows
your regular local law. When: you are dealing with the phone
company,Tyou‘haveﬁtovhave somebody knowledgeable in law.

As for public relations, most cableycompanies.around the
,country are\very much,like,the ohone,company, they want to

be goodvcitizens‘because if that cable system shouid_go out,
it is like the whoie phone»company going out. So you must
”build a sound system and you must be‘reSponsible. And you
wili see more and more, as cable grows, cable companies
actlng llke the phone company people do, g01ng to the Klwanls,
the Rotary and all the rest. As far as accountants, no
comment. I guess every good bus1ness has to have them.

- I think that there should be some guldellnes, and I
put it in that fashlon, for local communities in New Jersey
and in other states. I thlnk that those guldellnes could be
developed from a symp031um of broadcasters, a Federal'Com—,
munlcatlons attorney, representatlves of the NCTA, some cable
casters and your legislative committee plus others on the
outside. I don't think it will take a year. There are
‘enough contracts outstanding - and I might add that generally 4
speaking when you go into a communlty, they know as little about
cable as perhaps you gentlemen d1d when thls first started.

S0 each community has to be educated Generally they get

educated because somebody hands them a sample franchise from
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another townog This is how . the franchises usually go. They
are frequently copies and/or sllghtly adjusted to fit the
particular local ‘needs.

So'setting up guidelines for the State of New Jersey
as to what might_be contained in a franchise, I see no
objection to and'I would almost ehcourage,it, not to the
specifics as to exactly how much and why, but there might
be ranges provided. because local situations will vary.

I don't- think that you are qualified, nor am I
at this point}'toidictate to a cable caster how many channels'
he should build right now. It may have to do with technology.
It may have te do with cost. It may have to do with the size
"of the community and what they eventually may need., A large
city in the State of New Jersey may well be able to use 40
channels eventually for all kinds of things, a smaller town,
perhaps 15 or 20. These are complicatlons you are going to
have to live and grow with.

I thlnk that it is poss1ble to set up a State Tele=
communication Licensing Office which would function perhaps
somewhat like-the FCC does. The FCC, for.those ofmyou
not familiar with it, in granting:a new lieense or change
of ownership has approximately fivevstandards, and I went
through this over a three=year peried in trying to get the
Princeton franchise, so I speak from experience. There is
"a FCC hearing examiner who is a one=-man judge who listens
to the'proposal of the one or two or three applicants and
he decides in his best judgment who the owners are. Are
they local?? in,our particular,case; we were 100 per cent
Princeton people. What‘are‘theAengineering'standards you
are preposihg? - Do they meet the specs? Is there integration
of ownership'and‘management; local management? And what do
you plan to do to serVe the public through your proposed
programming? Those are five basic criteria. Certain aspects
of this could be applied to standards in the State of New Jersey
or Idaho or what have you, without putting an onerous effect

on an applicant.,
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Once the FCC Coﬁmissioner has given *he grant- it is
called an initial deoieion - the 1n1t1al ﬂQCL%lOH goes to |
the full Federal Lommunlcatlons Comm1ss1on for generall
a routhe approval but occa51onally not They don't have
‘thc tlme to review every 51ngle appllcatlon in the detail it may
have _aken in a week or two weeks of hearlng, but they become
theAflnal judge :ather than the one man. By the way, those
can behoverruled aﬁd_appealea throughfthe couirts, es frequently
happens. ‘ 1 o

Now, as to’avmofatorium, I am symoathetle to it, but
I think if somethlng like that is to occur, I would urge you
not to make it a year. I would urge you to keep it to a
mthmum because I don't thlnk there are that many guldctine—

that have to be and need to be set up at this point. I

think it is in the general franchise area. I think it is in
the general length of franchise area. I think'theke are
ehough othef'franchises”throughout the country, much less here,
~and things that the FCC can provide you that if a local
conmﬁnity continues to grant the ffahohise among,applicants,
perhaps a State'Commission oould have a final approval like
the FCC Commissioners 4o But if'this becomes ihvolvedve and
the FCC Comm1551oners do not become lnvolved unless somethlng
seemnms aw1v - then I think you w1ll be shortsultlng the
Cltl?@ﬂb of this State in having cable and tne fr 2@ enterprise
of the Jna¢v1dual bu31ness man., ‘

Certalniy I would try to 1mpress upon you Lhat the
day will :ome when the entlre State of New Jersey may be
w11ed and there may be every citizen in the State of New Jerse Y
connected In the far West, as you may or may not know, there
are bCOfeb and scores of cable systems from town to town
now connected by microwaves. So there are networks, just
as there are regular teleVision networks. The 1mpllcatiODq
of enteratate and 1ntrastate and 1nternatlonal cahle brlng
‘up the question of the allocatlon of channtls to be used for
‘what, obtaonlng mus 1c rlghts. Paid television could come

along at some point. Cable television is not paid TV now,
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but technically it can be converted and they estimate in the
future that could become a channel or two channels.

I don't think the State of New Jersey wants to get
into the communications business in that sense. So I would
urge a list of guidelines, a symposium be set up and a
committee., I would urge that you not have a year's moratorium,
if you have any at all, but a shorter term. I can tell you from
a practical viewpoint that there must be a lot of cable
operators in the State right now who have made commitments
and are ready to go or who have Started construction and are
going to try to provide service to an adjoining community.

I think it would be unfortunate if New Jersey were the only
state in the country virtually that had a moratorium because
you are far-sighted and yet on the other side short=-sighted
about the far- 51ghtedness, if I may suggest |

That is all I want to say in general. If you have
any questlons you think I can respond to, I would be glad
to try. ' i

ASSEMBLYMAN HOLLENBECK: I think Mr, Weidel has a
guestion.

.~ ASSEMBLYMAN WEIDEL: I too am sorry you missed the
first hearlng because at the flrst hearing testimony was given
that in some communities cable TV was awarded in a month
and other men testified they have been working for two
years and three years on other commﬁnitiés for cable TV and
still haven't been given the franchise. So there is a
dilemma there; as‘to why one community would do it in one
‘month and it take another community two years, and they
still don't have it. ,

You say, Mr. Hobler, that we should probably not
have a one=year moratorium - we should have it for six months -
you suggested a six=month moratoriumé Could you poss1bly
live 1f it were changed to a 51x-month moratorium? Do you
think honestly that you could llve w1th a Commission or this

Telecommunications Division or Offlce that sets up rules in

six months, after the testimony of how complicated it is by
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both you and the previous witness? Would you want to live
with a set of rules that wéfe devised_iﬁ six months or would
you rather give ﬁhis a year? o '
The basic problem here is we don't know whether it
should be regulated and.we‘don't know where it should be
regulated, how it should be regulated, what division it
‘should be in. We have all these questions. Would you say
after a six-month moratorium you could live with the set
of rules promulgated? . )
MR. HOBLER: Yes, for this reason - in fact, far
less than six months = I think, and this has been the thrust
I hope of what I am Saying, it would be inordinately incorrect
for the long pull for the State'of New Jersey to become overly
involved in cable in an area where the FCC is having hearings
of people from all over the country and‘aré not quite
ready to make decisions, and God knows when they will.
After the struggle that they are going through, to expect you
in six months or a year or two years to accomplish what they
are trying to accomplish, I think is naive. Therefore, I
turn around and say I think what you are looking for at this
point is a set of guidelines and those guidelines are relatively
simple. They are: What is the term of the franchise? What
are the general rate structures? I don't mean to set rates,
but there is established in the industry that there is hardly a new
cable company in the United States that isn't charging $5
a month for the services. It is Jjust about a basic rate.
Three years ago, four years ago, five years ago, it went
from $3 to $10, but it is virtually standard. I am not saying
that should be the stahdard, but I say there can be guidelines.
There can be guidelines on terms and conditions of
a general franqhise from a legal vieprint and I think
basically that is what you must look forward to; rather than
becoming entangled in an area that would be absolutely wrong,
I think, to get totally involved in at this time. So I
don't think it is six months or a year; I think it is a couple

of months of intensive discussion with FCC attorneys and cable
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people and your legislators and broadcasters. I am basically
a broadcaster, but I think the future is cable.
ASSEMBLYMAN WEIDEL: Do you think maybe we should

prequalify cable companies? '

' MR. HOBLER: No. Let me go back again to the
FCC, We had to put in an appliéation, which I ‘would hope
would not be as detailed with the local community as it was
with the FCC, We had to give a balance sheet of our company,
where we anticipated'getting our money from, because the FCC
wants to know if you are awarded 1350 in Princeton, are you
going to go broke the first year or can you handle it? We
didn't have to be millionaires but we had to show that we
could borrow enough money or get stockholders. You asked
the question: What does it cost to build a cable company?
The one we are building down on the Jersey Shore is very
small because it 'is a very small system at the moment. In
NeWark or Trenton or some place else, you are talking about
two, three or four million dollars. This is big business.
But whether you have four million or twenty million dollars
is incidental if you can afford to build it or can borrow it.
We were asked:  Who is’going to run it? It is a little less
important locally. What kind ofnequipmént are you going
to use and what area are you going to serve? That doesn't
mean is.it by Core or Jerroldor something else, but are
théy'dp to technical standards. Those technical standards
ybu can get right now with the state of the art at the moment.
What do you plan to serve the public with your current closed
éircuit channels that cduld be available?

| I would tellvyou almoStnunequivocally in a matter oOf
two or three solid days of give and take with responsible
people in broadcasting, FCC, cable, you people and so forth,
you will come up with a set of'guidelines which I think will
satisfy YOu for the'moment and will not hold back the growth
of an industry which is in an awkward stage right now.

ASSEMBLYMAN WEIDEL. Before I give up the mike I

just want to clarify somethings When I was referring to
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political type'people and accountants and lawyers, l might
say I too have an accountant and a- lawyer, but the accountant
and the lawyer don't own my firm. They represent me.

What I was referrlng to was people who. are 1nvestors in

the ownership of ABC Cable TV or XYZ Cable TV and they are people

who are naturally interested in the economic value of being
in cable TV and that's what I was referring to. -
MR. HOBLER: Let me say that the very first person
and a co-incorporator of the Nassau Broadcastlng Company
was Ralph Mason, an attorney, because I_knew that I had to
contend with rules and regulations of the FCC, I had to
buy property and all kinds of thlngs. I am sorry to say
it is. hell being.a broadcaster, much less a cable caster and
having the regulations you have to llve w1th.‘ Many of them
are very discriminatory. It is unfortunate but there is
quite a: bus1ness for lawyers lnvolved oI wouldn t get 1ntop
it w1thout a . lawyer as a partner at this p01nt and not for
reasons_that‘you maygbe referrlng to. '
 ASSEMBLYMAN WEIDEL: Thank you. o
' ASSEMBLYMAN FORAN:. Mr. Hobler, in‘connectionvwith
the Chairman's questions of the previous witness, we have
over 500 and some communities andkmunicipalities'in this
State}‘ Is 1t your thlnklng that we should poss1bly have a
Telecommunlcatlons Comm1s51on or a Commissioner worklng
through the PUC or a segment of the PUC? Would you be in l
favor;_for example, of allowing SOO;different CATV companies
to come into New Jersey? |
MR. HOBLER: - I think the ‘answer to that is that you
are not going to stop, I don t thlnk and I don t thlnk you
should, competltlon., Because as you sit and look at the
future,“should you have one great system as the Bell Telephone
system, natlonwlde_v1rtually, and a few smaller companles?
| ASSEMBLYMAN FORAN: In other words, you want to keep
competltlon. ' ’ ' | o | '
MR. HOBLER Or do you have the local 1nterest

‘and the local communlty serv1ced by a local radio statlon and
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local cabLe company? _ o

My answer is if it turns out there are 500 ~which
I doubt —-=- because one of ‘the traglc things that has occurred
in cable in the past is that a lot of people who are not
knowledgeable about broadcastingf:muchiless cable, have
started systems and been,undercapitalized and larger companies
buy them, This has been the state of the art. .This is what
has made the giants of the industry at this point. And
much of that is good because the know-~how of the larger
compenies can be helpful. ;But if yeu wind up with 200
or 250 different franchisees in this State, I see no problem
with it if they are going to serve the purpose and serve
the public.

ASSEMBLYMAN FORAN: You see no problem in .control
of that many units? _ _ : - ‘

_ MR, HOBLER: Well, there are 7,000 AM radio stations
and almost. 3,000 FM radio stations and I think about 1200 or
1400 television stations in the country. And the FCC somehow
wades through it all and we all seem to survive. - .

ASSEMBLYMAN HOLLENBECK: I think what we are concerned
with there is that the radio stations are basically using
the airwaves, isn't that right, and the existing television
stations are. They can then provide, quote, . "interconnecting
of services,"” unquote. I am using that term very broadly
there. The question we want answered is: How, because of"
the nature of cable television, itself, can you guarantee an
interconnecting of services from franchise to franchise?
And to go one step back before that: Is that desirable? -

MR . HOBLER: You see, you are asking a question that
I am not sure -anybody can really answer and your one-year of
deliberation isn't going to solve it.

-ASSEMBLYMAN HOLLENBECK: That, to us, is really the
crux of the problem.

MR. HOBLER: You are going to lose a lot of sleep
if it is the crux. There was a thing called television

networks, and I started in NBC television in 1949, the day it
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began, and there Werefl9 stations in the United States
connected on the cable. The other stations throughout the
country were served with old kinescopes. At that time,

people said, should the country ‘be interconnected or should

we send film to the West Coast? It is very natural that the
“country is interconnected by:television.'But in 1949 or 1950
people couldn't quite visualize what was 901ng to happen.‘

The same thing is true right now. Is it an advantage to’

have Newark connected with Princeton, connected with Millville
" on the cable? Probably from a total communications basis,
yes. But it scares me a little bit if it is going to be

an enforcement unless it happens rather naturally because
this is like Big Brother if youbstart to think about some'_
of'the=aspects‘of cable.  That is why I turn to the experiences
that the FCC will be gathering this year and next year and
five years from now. . I think the chances are that most -
communities in this country‘will-be connected eventually, if
not by microwave by a-sateilite or some other form. But I
don't think it is something that can be answered now - good,
‘bad or indifferent. o o

ASSEMBLYMAN HOLLENBECK: O.K. Thank you.

ASSEMBLYMAN WEIDEL: I'haVe'onevmore question, a
technical-question. If you receive a contract in a municipality
and let's say the southern end of the municipality does: not
have too many people that are interested, but there are a
couple, and they are farvaway from where the cable stops for
" the rest of the threewsectors,'do contractsirequire that
you have to provide the service for anyone ‘who asks for it
or are there different contracts? ,

‘MR. HOBLER: Generally speaking, it does not require
you to serve the total community, but in a community with a-
dense population, I think you may likely 'be asked how you are
going to construct the system. I know in our system in Ohio
that we built, we quartered the town out. The cost is
approXimately $5,0QO a mile to construct cable. To go out

- to hit three farmers is going to help cause bankruptcy in'a
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little company just getting started. Down the pike there may
be reasons to go further or the population may develop. But
in the‘fofeseeable future, I submit there probably will be
a certain number'ofvpeople’Who will not be on the cable. |
ASSEMBLYMAN WEIDEL: Are your contracts exclusive or
nonexclusive? ' | - |
MR. HOBLER: Nonexclusive. A ncnexclusive contract,
in case you didn't get the language, is in effect an exclusive
contract. It is a tedhnicélitya In New York City there are
three different companies, They split it up. In Philadelphia
there are three different compé.nies:> But.the phone company,
frankly, does not want to déal in the average.community
with more than one cable caster because they have to move their
cables in order to put the cable company up. There are certain
rulesvand'regulations already set by PUC that says yéu mast
have so much space in between certain cables and certain
Wireso' And there is such a thing"called "make good" and
when you put your cable up,'you must put it up at a ceftain
point and if yoﬁ have to get the phone company to move their
cables, you have to pay the phone company for the privilege
of having them moved. Furthermore, you just couldn't go
down the street with one cable company on one side of the
street and one on the other side. _It is liké the Bell system
having three competitors in town. It doesn't make sense.
But from a technicélity viewpoint, the nonexclusive is an
important thing, generally épeaking, because it does permit
somebody else to come in and start it if théy réally want it.
Economics would dictate otherwise. | N
ASSEMBLYMAN HOLLENBECK: Thank you.
Mr. Matthe@s will be next. ” '

J OHN D. MATTHEWS: Mr. Chairman, I just
wanted to briefly exercise the lawyer's prerogative of
usurping his clients temporarily. As I listened to the
testimony of the two previous witnesses and the questions,

particularly of yourself and Assemblyman Weidel, a couple
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of thoughts occurred to me:that I thought might be helpful .
ftOCYou. : ,. I, o | L
‘ In response to your more spe01f1c questlon, Mr.‘
Hollenbeck the questlon of 1nterconnectlon of all of ‘the

CATV systems in New Jersey,,ls one that the Federal government
is actively considering. That's the reason why the Federal
government is‘going to issue its own technlcal standards.

You can' 't have one set of equlpment or one set of technlcal
standards in one town if you want to 1nterconnect it or :
network with a town in the same state or 1n another state.‘

In other words, there 1s a need for natlonal unlformlty 1n.
technlcal standards,»not just the whole State of New Jersey
‘but the entire country.

. We expect - and I thlnk you w1ll flnd - that the_g
vvery detalled and spec1f1c technical standards for the
operation of a CATV system, that is how many DB they have‘
to make, what type of plcture the customer at the fartherest
end of the system has to receive, will be promulgated by the
FCC. This 1s somethlng that there is very llttle controversy
about The cable 1ndustry is worklng on an ad hoc committee
with the FCC and worklng out the standards.‘ But that is
somethlng that nobody 1s really opp051ng. And if I had to
predlct anythlng that was going to come out of the govern-
ment ‘this year, 1t would be thls matter of technlcal , '
standards. I thlnk you don' t have to worry about that.« _

_ Assemblyman Weidel, in readlng the Moratorlum Blll
and speaklng now on behalf of ‘the State Ass001atlon, 1 and
the State Assoc1atlon could agree entlrely and w1thout |
qualification w1th the language contalned 1n your sectlonsv
D and E, concernlng the very complex nature of thls problem
and the ‘requirement that the State proceed with all due
dellberatlon as opposed to hasty speed..\

‘We -think that the Moratorlum Bill, however well
'1ntended 'is the wrong leglslatlon for the wrong reason at
the wrong,tlme. ,If there 1s'avproblem,- and we don t concede

that there is - in the award by the municipalities of CATV
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franchises, you don't cure that problem by what we consider

to be rather extraordinary legislation. It is the first

state in the Union in which such legislation has been proposed.
The State of Maryland, for example, which had the very same
problem that you do before, just a few months ago deferred
consideration until the next session of the Assembly to ‘await
FCC guidelines and action. They did not, however, at the

same time impose a moratorium.,

We in thé State Association have been somewhat
frustrated, quite frankly, and feel it unfortunate that these
hearings have in part at least been conducted under a cloud.
It is probably unfortunate that they are being held physically
in the City of Trenton where there have been some unfortunate
indictments recently in matters of that sort. We don't
consider that one apple, if it is bad, in the barrel spoils
the entire barrel. '

I get the impression from listehing’to your qguestions,
sir, partidularly,that there may be some feeling that there
is a state of emergency existing in New Jersey with regard
to the award of cable franchises. That is not the case.
We are collecting statistics which I think you will find
gquite helpful.- infortunately they wereh‘t'ready for today -
to show you the pace of CATV franchise awards in the State in
the last six months or a yearg When you talk about 300
communities or 500 communities which are left to award cable
'franchisesy there seems to be some sort of unspoken assumption
that if somethlng isn't done of a dramatic nature, like
moratorlumg the horse w1ll be out of the‘barn and all of
those 300 to 500 communities will in fact have awarded
franchises before the State S proper regulatory role can be
brought to play. _

' The statistics that we will give to your Committee
will show that that is absolutely not the case. It is not
unusual for six months or a year or two years to pass before
the munlclpallty awards a partlcular frandhlse, ‘We don't

think there 1s an emergency 51tuatlona We thlnk there are
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some bad results of your Moratorium Bill that some ofvour'-
other witnesses will point out,to.you, } _ : L o
. Mr. Hollenbeck asked the question:”;How do you develop
the full potential with different franchises without over-
all supervision? I have been practicing in this business
eleven years. The State Association members compose hundreds
of years of experience. ‘I and they recognize that we cannot
possibly escape all-lnclu51ve regulation of CATV, Mr. Scarpa
will testify before you later this morning and he has been
| authorized to make certain representations to you on behalf
of the Chief_ofvthevCable.Televisioh:Bureau of the FCC as
tofthe.immihency of Federal.pre-emption-and regulation.
We beg YOu, we beseech you, we urge you to Wait.the,
60 days that'is necessary to get these_Federal guidelines
and then let's cooperate and . see what_the proper’regulatory
function of the State should be. |
- I would like to get back to my regular scheduled
witnesses,'startlng off with Mr. Ob021an. o
If you have any questlons, Mr. W91del, I wouldilike,‘
to respond. } _ »
ASSEMBLYMAN WEIDEL: You are telling us that the
Federal regulatlons that all these hearlngs ‘Thave been on for
the last couple of years will be out in 60 days?

: . MR. MATTHEWS- Mr. Scarpa has talked w1th Mr. Sol
Schildhause, the Chief of the Cable Television Bureau of the
FCC. I wanted him to reflect the spe01f1c phone conversatlon
he had. Mr. Schlldhause has authorlzed us to publicly tell
you today that the Federal government w1ll totally pre-empt
the field of cable telev1s1on, ‘he sald w1th1n 45 days.

I believe it will be closer to 60 days. Some areas will
be delegated back to the states and certaln Federal guldellnesb
will be formulated. I thlnk we have to start off with that
initial plece of paper.: o ,

In addltlon, Mr‘ Schlldhause 1ndlcated that ‘he
would be delighted to talk to Chalrman Hollenbeck or any
member of this Committee andvhe would”welcome dlscu551ng

this whole'question of Federal pre—emption with you at your
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convenience or leisure.  He“would=take,a,phone call, - You
can go down to Washington and talk to him. And he has publicly
authorized us to make those statements to you today,

ASSEMBLYMAN WEIDEL: - Except you don't clear up in
my mind the actual awarding of a cable TV contract and whether
that community is getting the best cable TV company available
at the timéu If we don't require =--- in other words, there
could only be one cable company working in a community.

MR. MATTHEWS: I~ agree, . : v

ASSEMBLYMAN WEIDEL: I will ask you another guestion:
What effect = this is right to the meat of this = fish or
cut bait = what effect would a moratorium have? Cable TV
isn't going to go away in a year, ‘is it? ‘You are talking
economics now. You are talking about the guys who have
the potential of getting a contract and they may have to
wait another year, aren't you?

MR, MATTHEWS: Yes.

ASSEMBLYMAN WEIDEL: What devastating effect would
it have on the public to wait one year? If these guidelines
come out, we can amend this bill, we can do away with it,
we can override the bill and pass a bill that says the
moratorium is off if it comes out in 45 days or it comes out
in 50 days or 55 days or 60 or 70 or 100, But what are we
doing to the public by asking the local communities. not to
award a contract for a few months? '

MR. MATTHEWS: I will make a couple of points and my
other witnesses will amplify on this also,

First, assuming the legality of the Moratorium Act,
which we frankly have some reservations about on a constitutional
basis, the first effect will be to deprive the New Jersey
consumer in that particular community of the benefits of
cable television for at least 'a year. And you and I can sit
here == - ‘ ’

ASSEMBLYMAN WEIDEL: You and I can smile on that.

MR. MATTHEWS: I don't smile.

ASSEMBLYMAN WEIDEL: You and I can smile on that.
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You have had cable contracts awarded in municipalities for
two years and there isn't a cable yet - three years, and
there isn't cable yet.

MR. MATTHEWS: - There are a lot of reasons for that in
the particular circumstances you are tal king about.

ASSEMBLYMAN WEIDEL: It is a fact, isn't it?

MR, MATTHEWS: Certainly, particularly in North
Jersey. y o o 4 .
ASSEMBLYMAN WEIDEL: It is a fact. The question is,
were they correct in awarding contract to that company or
weren't they? You go before a municipality, you go in front
of five committeemen or five city councilmen who are part-
time overseers of their municipality and they award a cable TV
contract. They don't even know what CATV stands for. They
probably haven't seen it. But somebody maybe can. go in there
and talk them into it. What's the problem in letting two or
three people come in? That's what all these hearings and
that's what all this testimony finally boils down to. Do
you know that there is a companion bill that we didn't act
on that requires at least three bids. We didn't act on that
bill because we didn't need the bill with the moratorium if
the moratorium is to pass. But we don't know whether that
is the best thing or not. v

MR. MATTHEWS: .Let me comment on the Bid Bill.

In principle, there is nothing particularly wrong with the
bid method of awarding franchises after public hearing.
California has been operating under that so=-called Browden
Act, which was passed out there about eight years ago, for
guite some time. _ \, ,

We are submitting to you today, and I will do it at
the end, a memorandum pointing out some infirmities in the
State Contract Bid statute which you try to incorporate on
cable., We don't think it makes sense., If you are going to
have bids, you are going to have to write;a,special thing for
cable because an act that talks about the letting of bids
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to pave the city streets doesn't applv. I don't think
probably any particularvamount ofVStudy was devoted to that.
We'pfepared a memb which we think might be helpful to you.
That is my comment on the bid situation. |

My second point, Mr., Weidel, on who will be
harmed by the moratorium; again you are assuming an emergency
and we don't concede that. There is no emergency in this
State. _ .

 ASSEMBLYMAN WEIDEL: You are a little wrong on your
figures though. v
" MR. MATTHEWS: On what figures? ,

ASSEMBLYMAN WEIDEL: There are 524 or 527 municipalities
in the State of New_Jérseyu‘ According to the testimony here,
as far as the people whbvwere studying it - you may have more
accurate figures - there were 136 already awarded and in
the process of awarding probably three-quarters. of the rest.
of them - maybe all of them. The figures aren't definite.

So my question, and you are attempting to answer it, is:
Where would a’ohe—year,moratorium be disadvantageous to the
people? |

MR. MATTHEWS: Let's assume that 50 franchises were
awarded in the next year, which I think our statistics would
show would be somewhat of a fair figure based on the past,
because yourvlSO have taken place over six or eight years,
The start=up time requiréd is going to take several additional
months. Every year you delay is going to deprive the consumer
of television servicé, Now it is not good legislation, in
my view, to pass a bill with the idea that it is going to-
be amended, corrected, as we go along, as we see what the
Federal govérnment does. _ ,

| We know we are going to be regulated. We support
regulétidn in many respects. We are saying, don't Jjump the
gun, and ybu don't have an emergency that requires it.

ASSEMBLYMAN WEIDEL: You are from Washington and you
represent the Cable Communications Association.

MR. MATTHEWS: _I,represent this State.Assoéiation and
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my clients are located all over the country. ) .
' ASSEMBLYMAN WEIDEL- How many members do you have°
MR. MATTHEWS ' Well, I am not with the Natlonal
Association. I am in prlvate practlce." |
ASSEMBLYMAN WEIDEL: How many members do _you have
in the State? o - ,
MR. MATTHEWS: We have some 25 to 30 members.
- ASSEMBLYMAN WEIDEL: How many cable companies are
operating in this State? . . ' »
MR. MATTHEWS: There are 26 operatlng systens
“in the State, I am adv1sed c ‘
~ ASSEMBLYMAN WEIDEL: And you have 25 of them?
. MR. MATTHEWS: Do we have them all? '
MR. SCARPA: We ‘have 21 members and we have some
20 or 30 appllcants who are assoc1ate members of the Assoc1at10n.
MR. MATTHEWS: The response to that questlon,
ASsemblyman Weidel,wastthat there were 21 ex1st1ng systems
~ who belong to the Association and approximately an additional
20 companies, who are members of the State Association, who
either have or who are applylng for- franchlses, but who are
not yet in operation. - : L . '
ASSEMBLYMAN WEIDEL: Your colleague referred to
"associate'members." What did ‘he mean, like suppllers, or
20 more cable companles that are apply1ng9' , "
MR.. MATTHEWS: When he says "associate members," he
means this- An operating company s dues are based on the
number of subscrlbers they have, a penny every six months
per subscrlber or something of that sort. '
ASSEMBLYMAN WEIDEL: I see. In this'material we
‘have here, we. have some mun1c1pa11t1es where it hasn't been
;awarded - it is not in operatlon and he has nothlng yet.,
'~ MR. MATTHEWS: 'So if you have a guy who hasn't
got subscribers, he can 't pay a penny aplece- he would have
" to pay a flat fee.: _ N
ASSEMBLYMAN WEIDEL- But gettlng back to my orlglnal

‘ questlon, then we probably have® 40 some cable companles,
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whether they are operating or not operatlng, that are
1nterested in cable TV in New Jersey.

‘MR. MATTHEWS: Propably more. These are members of
the State Association. . A

ASSEMBLYMAN HOLLENBECK: Can we start with Mr.
Obozian's testimony and then we will call yoﬁ'back to
answer any questlons that mlght arise from your witnesses'
testimony. _ . | ‘ '

MR. MATTHEWS: All right.

MITCHELL ~ OBOZTIAN: Gentlemen, my name is
Mitchell J. Obozian. I am Chief Steward for the United
Electrical, Radio and Machine Workers of Local 158, representing

the Bargaining Unit of Jerrold Electronics Corporation.

T AM HERE TODAY TO SPEAK BEFORE THIS HONORABLE COMMITTEE RE-
GARDING THE CABLE TELEVISION INDUSTRY.

PRELIMINARILY LET ME STATE THATiWHEN I SPFAK OF THE CABLE
INDUSTRY I REFER NOT TO THE'SINGLEFOR MULTIPLE OPERATOR WHO MAY OR MAY
NOT EARN A PROFIT fROM THIS MAJOR TQCHNOLOGICAL ACHIEVMENT. vGENTLEMEN,
I SPEAK IN MY CAPACITY FOR THE BREADWINNER WHO Dics THE FIRST HOLE TO
THE TECHNICIAN WHO MAKES THE FINAL'CONNECTION INTO A SUBSCRIBERS'S HOME.

BETWEEN THE TIME A CATV FRANCHISE‘IS OBTAINED TO THE TIME
THAT SﬁBSCRIBERS ARE CONNECTED, AND ﬁEYOND THAT POINT, IT IS THE WORK—F
INGMAN WHO MUST BUILD THE SYSTEM. IT IS THE MAN WHO LIVES IN YOURv
COMMUNITY AND MINE, THE MAN WHO PAYS THE LOCAL AND FEDERAL TAXES, WHO
PURCHASES FOOD AND CLOTHING AT OUR LOCAL STORES, wﬂb SUPPORTS OUR
CHURCHES, AND WHO SEEKS TO EARN ENOUGH MONEY TO GIVE HIS CHILDREN THE
OPPORTUNITIES AND EDUCATION THAT HE HIMSELF DID NOT HAVE. GENTLEMEN,

THIS IS THE AMERICAN DREAM
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I ASK THIS BODY NOT TO DESTRO THIS DREAM BY TAKING ACTION
WHICH WILL PROVE IRREPARABLE.  SPECIFICALLY, I REFER TO THE PROPOSED

MORATORIUM ON CATV AND PUBLIC UTILITY REGULATION. IT iS NO SECRET THAT,

TODAY THIS COUNTRY IS IN ONE OF ITS WORST ECONOMIC SLUMPS. FOR
EXAMPLE, IN MARCH OF THTS YEAR "NEW ORDFRS" RECETVED BY MANUFACTURERSQ
FELL TO 57.9 BILLION FROM 58.3 BILLION. IN ADDITION, THE PERSONAL
INCOME RISE IN APRIL WAS 1.9 BILLION LESS THAN THAT OF MARCH. ON TOP
OF THIS, WE ARE NOW CONFRONTED WITH HAVING THE AMERICAN DOELAR DEVALUED
BY FQREIGN COUNTRIES. WHAT THIS BOILS DOWN TO IS THAT THE WORKINGHMAN, -
WHO IS THE LAST MAN ON THE TOTEM POLE, MUST BEAR THE BRUNT OF INFLATION,
HIGH PRICES AND POCKETS OF UNEMPLOYMENT. -

THERE ARE TODAY APPROXTMATELY 300 TOWNS, TOWNSHIPS, OR OTHER
MUNICIPAL DESIGNATIONS IN THE STATE OF NEW JERSEY UNSERVED BY CABLE.
TRANSLATED INTO MILES THIS IS APPROXIMATELY 15,060 MILES AVAILABLE FOR
CATV DEVELOPMENT. 1IN MANY OF THESE TOWNS, CATV FRANCHISES ARE PRESENTLY
PENDING. THE NUMBER OF DIRRCT AND'INDIRECT JOBS AVATLABLE FROM THE‘ |
DEVELOPMENT OF THESE AREAS IS TMMEASURABLE. THE NUMBER‘OF LOCAL TOWNS
BENEFITED TﬁROUGH CONSUMER SPENDING AND THE AMOUNT OF STATE AND LOCAL
TAXES TO BE_DERiVED 1S LIKEWISE TMMFASURABLE. MOREOVER, I MIGHT ADD
THAT IN LOCAL 158 WE HAVE 132 WORKERS RESIDING IN THE STATE OF NEW
JERSEY. ‘HOWEVER, GENTLEMEN, THE PASSAGE OF EITHERvPUBLIC UTILITY REGU-
LATroﬁ-OR OF THE MORATORIUM‘BILL WILL MEAN THAT THE CONSTRUCTION PART
OF THIS INDUSfRY, BbTH IN PLANT AND OUTSIDE WILL BE SEVERELY CURTATLED.
THTS WILL RESULT FROM THE CESSATION OF ORDERS AND WORK BROUGHT ABOUT BY
PROTRACTED LEGAL HFARINGS, STUDYS, COUNTERSTUDYS, MOTIONs; CONTINUANCES

BRIEFS AND FURTHER DELAYS. ONE ONLY NEED TO LOOK TO THE EXPERIENCE OF
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THE FEDERAL GOVERNMENT IN THIS ARFA. DTLATORY ACTTON HAS BEEN THE RULE
RATHER THAN TUE EXCEPTION."bATCﬁWORK kﬁcULATioﬁS; sfﬁCfAL txcﬁPT1oNs
AND WAIVERS AND EVEN COMPLETE REVERSALS OF POSTTIONS, HAS CREATED A
MORRASS OF A NO MAN'S LAND; AND GENTLEMEN, THE LOSER ON THIS COUNT
HAS NOT ONLY BEEN THE CATV OPERATORS, THE FﬁDERAL_COVERNMENf AND TIE
VIEWING PUBLIC, BUT THE WORKINGMAN WHO HAS BEEN DEPRIVED OF VAGES
BECAUSE OF THE UNCERTAINTY FROM THE CORPORATE BOARDROOMS AS A RESULT |
OF THIS PROTRACTED REGULATION. GENTLEMEN,‘LCST WAGES CANNOT BE RECOVERED.
THE ANXIETY AND MENTAL DEPRESSTON RESULTING FROM BEING OUT OF WORK HAS
TAXED THE STRENGTHS OF MANY A MAN.

T PLEAD WITH THIS BODY'TO REASSESS ITs POSITiON ON THE MORA-
TORIUM BILL AND TO REJECT PUBLIC UTTLTITY REGULATION FOR SURELY, GENTLEIEN,
IF EITHER PASSES, THE ABUSES IF ANY, SOUGHT TO BE RECTITIED WILL BE
MINISCULE TO THOSE CREATED! \ | |

THANK YOU GENTLIMEN

ASSEMBLYMAN HOLLENBECK: Thank‘you. Any questions?

ASSEMBLYMAN WEIDEL: Jerrold - correct me if I am
wrong = is the largest supplier of cable TV in the United
States, 1s it not? | , '

MR. OBOZIAN: May I answer you by saying I am here
representing union people ahd, iffyou‘éfe going to ask me
technical questions, as a bargaining agent trying to get
money from a company, we are not aware of ébme of these facts.

' ASSEMBLYMAN WEIDEL: Then you don't have to answer
that question. Would you answer another question?

MR. OBOZIAN: If I can, I will be glad to. |

' ASSEMBLYMAN WEIDEL: You say 132 of your members live
in New Jersey. Where do they work? |
' MR. OBOZIAN: They'wdfk"at Jeffbld.
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ASSEMBLYMAN WEIDEL- Where 1s Jerrold located°
MR. OBOZIAN 15th and Lehlgh o -
ASSEMBLYMAN WEIDEL: Where?"
MR. OBOZIAN: In Phlladelphla. L o
ASSEMBLYMAN WEIDEL How many people does Jerrold
employ - total employment7 j o . '
MR. OBOZIAN: I»don't'know:total employment.,
The bargalnlng un1t has now reached 602 people. 1 o .
ASSEMBLYMAN WEIDEL: You bargaln for all employees.
Ybu represent a bargalnlng unlt for -all employees.
o MR. OBOZIAN: At Jerrold Electronlcs, at 15th and
’Lehlgh, Phlladelphla, Pennsylvanla.., : ” f
ASSEMBLYMAN WEIDEL. ‘They have other plants.
‘MR. OBOZIAN No other plants. - ’ I
ASSEMBLYMAN WEIDEL -So what you are in fact saying
is if we have a moratorlum and we are just now ready to - lay
that cable -- I don t know whether we are ready to lay
the cable today any place or not, to be perfectly honest »
with you. I don't know whether there are 50 jobs to be done
or 5 jobs or no jObS. The moratorlum hasn' t passed yet. ’
By the way, how many cables were started since. we had our
first hearlng a month ago - how many were lald from Aprll
to now? ) o : ' _
, MR. MATTHEWS: We are goiné‘tohgive you those.
statlstlcs. | . '
MR. OBOZIAN- I don t have those statlstlcs.
ASSEMBLYMAN WEIDEL- What I am trylng to flnd out |
is what effect a moratorlum 1n New Jersey would have on"'
those 132 people, what dlrect effect’ Is there an . 1mpllcatlon
Vthey would be lald off’vy. : . :
MR. OBOZIAN ' Well, all I can say is that when the

FcC passed a rullng, we lost over 50 per cent of our membershlp,‘

as far as our bargalnlng unlt 1s concerned and we are not
aware of all these hearlngs that go on as bargalnlng people.-
It is usually the employers and the people who run the
stations that are aware of these hearings. But our purpose
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any time these hearings come up is to come and tell you
people, as we have done in Washington in the past, that

we are losihg jobs. We are concerned with what happens in
any state, whether we have people working -in that state or
not. We feel as the biggest in the industry and one of the
leaders that we have a pretty big bite of the action as

far as our people afe concerned.

You have asked previous witnesses what effect a
one=year moratorium will have. I dare say 1if you were
to talk to the working men and working woman who work in the
plants and build the equipment for all these systems, you
might get your answer. And I am sure it would not be put
as elogquently as it has been put today. - You have to get
down t o the grassroots,; the working people, the people who
make‘this country run. Unfortunately they are not as up
on things as they should be, but nothing is made available
to the working people as to what is really going on. The
jobs are being lost and they take it as it comes. But we
say it is not in the best interest of the people,

ASSEMBLYMAN WEIDEL: But you are here testifying before
us in the Assembly Chamber of the State of New Jersey.

MR. OBOZIAN: Right.

- ASSEMBLYMAN WEIDEL: Jerrold manufactures component
parts for cable TV.

MR, OBOZIAN: Right. .

ASSEMBLYMAN WEIDEL: And there are 602 people in
your bargaining unit in Philadelphia.

MR . OBOZIAN: Right now.

ASSEMBLYMAN WEIDEL: And they make component parts
for all the states. I want you to answer this question now:
If there is a moratorium for one year, are 132 people going to
lose their jobs in New Jersey?

MR. OBOZIAM: I will answer you with a question.

Can you guarantee me there won't be any jobs lost in a year?

ASSEMBLYMAN WEIDEL: I don't know what you are doing

in Ohic or South Carolina or Horth Carolina or New York with
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cable TV. - , ‘ _ .
| MR. OBOZIAN? 'i‘will say ‘to you that‘we are here
in Trenton in the State Capitol 1n the Assembly Chamber and
we are talking about a one-year- moratorlum - And can you
tell me if we will lose any jobs,ln Phlladelphia’or’in‘
JerSey? This is our point. fThis is why we are here.
' ASSEMBLYMAN WEIDEL: Your implication is that you
will. T R ' ‘ R o ,' ' y'. .

- MR. OBOZIAN-- Certalnly, certalnly. Another'thing;
'the people in our bargalnlng unlt feel if the Moratorlum :
vBlll is passed, it is not in the best 1nterest of the '
American publiewln_thls‘day and age with all the work that
is being sub-contracted'to'foreign shores. You sit here.
and ask: = What willIOne year“doﬁ- Ih'ohe year, we may be out
of business by the - way the work is being sub-contracted to.
foreign shores. The" electronlcs 1ndustry is: completely
disintegrating before our eyes and we are here ‘talking about
what will one: year do. No one can answer the questlon,
no one here. I R

. ASSEMBLYMAN WEIDEL:  You mentioned a figure of
contracts awarded. Did you mention'that 200‘oontracts were
awarded? TR . | yi ‘?' | - i
MR. OBOZIAN: No.. I don't know anything about
contracts unless it is_one‘of Our'working oontracts; That
I think I have some expertise on;b N | G
. ASSEMBLYMAN HOLLENBECK: Ybu‘soundliike'you have.-
Thank you. ' L ’ '

Mr. Sellers.

PRESTON SELLERS: Gentlemen, my name is
Preston Sellers“and:I'am'the President of Looal 158 ofhthen
United Electrical Workers and I live in Pennsauken, New
Jersey. o ) Lo - . | S : \
' I am.here to- speak today on ‘the Moratorlum Blll and the
Publlc Utility regulatlon of the CATV 1ndustry, spe01f1cally
thelr effect on the emerglng role of mlnorlty groups 1n the :
constructlon 1ndustry. ' ’ ’ ' '
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GENTLEMEN, IT IS NO SECNET THAT FOR ALMOST A CENTDRY AFTER
THE CONCLUSION OF THE CIVIL WAR, MINORTTY EMPLOYWETF IN THE CONSTRUCTION
INDUSTRY HAS BFFN AT THE LOWEST PAID AND AT THE MO&E MENTAL JOBS. IN THE
LAST DECADE WE HAVE WITNESSED A BELATED AWAKENING OF AMERICA S CONSCIENCE.
THIS OF COURSE HAS RESULTED IN EXPANDED OPPORFUNITIES FOR THh MINORITY |
WORKEN. THESE OPPORIUNITIES HAVE BFEN IN EMPLOYMENT ON THE JOB TRAINING
AND PROMOTION. WE ARE THEREFORE, BEGINNING TO TAKE UUR LONG OVERDUE
PLACE IN THIS COUNTRY. THIS, HOWEVER, IS NOT TO SAY THAT WHEN HARD TIMES
PREVAIL THAT‘THE MINORITY WORKER IS THE‘FIRST TO GO. 1IN OTHER WORDS
GENTLEMEN,ITHE MINORITY WORKER ISVAT THE THRESHOLD! |

NOW THAT WE HAVE SECURED COOPERATION AND ASSISTANCE FROM BOTH
INDUSTRY AND DNIONS, WE ASK‘THIS LECISLATIVE BODY NOT TO DEPRIVE THESE
PEOPLE OF THE GAINS MADE. TIF THE MORATONIUM BILL OR THE PUBLIC UTILITY
REGULATION OF THE CATV INDUSTRY IS ENACTED, DUTURE EMPLOYMENT WILL BE
RESTRICTED. -
ON THE JOB TRAINING WILL BE CURTAILED AND THERE WILL BE A HIATUS THAT
CAN BE ILL AFFORDED BY THE MINORITY WORKFR. WE READ TODAY OF ENGINFERQ
FOR THE AVIATION INDUSTRY TAKING JOBS AS WAITERQ AND CAB DRIVFRS
GENTLEMEN, DO YOU THINK THAT MINORITY WORKERS WOULD FARE AS WELL?

THERE IS NO DOUBT THAT THE MORATORIUM BILL AND THAT PUBLIC
UTILITY REGULATION WILL RE%ULT IN ENDLESS DELAYS AND HTARINGS THESE
DELAYS WILL DRIVE MANY MINORITY WORKEPS OouT OF THE CONSTRUCTION INDUSTRY
AND SEVERELY RESTRICT THE - ENTRANCE AND ADVANCEMENT ABILITIES OF OTHER
MINORITY WORKERS. |

MOREONDN, GENTLENEN, THD AéDIRATIONS'AND OPDORTDNITIES OF
. MINORITY WORKERS IN THOSE‘TOWNS;WHEREwCATVfIS NOT YET AVAILABLE OR
PENDING WILL ALSO BE‘SEVERELY RESTRICTED:X‘THOSE INDUSTRIES ANDWBDSI-‘
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NESSES WHICH ARE SUPPORTIVE TO THE CATV IﬁDUSTRY.WILLLNOT DEVELO?'ANDF
EXPAND. CONSEQUENTLY, EMPLOYMENT, PARTTCULARLY MINORTTY EMPLOYMENT ,
WILL BE CONSTRICTED.'

AS YOU GENTLEMEN ARE WELL AWARE, THE FEDERAL GOVERNMLNT
THROUGH THE EXECUTIVE BRANCH, PARTICULARLY, THE EOUAL FEiPLOYMENT
OPPORTUNITY COMMISSION HAS MADE CONSTDERABLE HEADWAY IN ShCUPING
EQUAL OPPORTUNITIES TO MINORITY GROUPS. ONE OF THESE PLANS FOR EXAMPLE,
IS THE PHILADELPHTA PLAN. THE VIABILITY OF ANY PLAN, HOWEVER, OR PROGRAM
DEPENDS UPON WORK BEING AVATLABLE. YET, IF A MORATORIUM IS ENACTED OR
IF PUBLIC UNIILITY REGULATION IS ENACTED WORK WILL NOT BE AVATLABLE -
TO ANY GROUP. MINORITY WORKIRS ONLY ASK FOR THE OPPORTUNITY TO WORK

AND TO PROGRESS EQUALLY. DO NOT DEPRIVE US OF THIS OPPORTUNITY‘TO

PROGRESS AND GROW WITH THIS INDUSTRY. I ASK THIS.COMMITTEE»TO RE-
EVALUATE ITS PROPOSAL FOR PUBLIC UTILITY REGULATION ANO TO SERIOUSLY
RETHINK ITS POSITION ON THE MORATORIUM BILL PARTICULARLY IN LIGHT
OF THE EPFECT IT WILL HAVE ON LOCAL STATE AND FEDERAL MINORITY EM-

PLOYMENT.

THANK YOU GENTLEMEN

ASSEMBLYMAN HOLLENBECK: Thank you. _

ASSEMBLYMAN WEIDEL: I guess the same questions that
applied to the previous speaker would apply to you, sir.

MR. SELLERS: Probably, yes. :

ASSEMBLYMAN WEIDEL: You are taklng a different tact
in that you are agalnst all regulations, accordlng to your
statement. Some of the'prev1ous speakers have admitted that
we do need some type of regulatlon. What it w1ll be, we are
not sure. But you are agalnst the Moratorlum Bill or the
Public Utility regulation.
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‘ ~MR: SELLERS: I am not against all regulation; I
am agains£ regulation where jobs are going to be affected,
regardless of what-they are. If anybody is going to get
hurt by a regulation, laid off or uﬁemployed,.l am against
that. : ‘ , ‘ .
, ASSEMBLYMAN WEIDEL: We are against that too.  But
I think, as I said previously, the same questions I asked
- the other gentleman apply to you. So there is no reason to
ask them again.

, You ére the fellows then who are but~in the field,
on the road? : : :
- MR. SELLERS: No, we build the systems. , ‘

ASSEMBLYMAN WEIDEL: They build the systems and you
people supply the parts.

MR. SELLERS: We are both in the same plants. We
build the system.

ASSEMBLYMAN WEIDEL: I follow you.

ASSEMBLYMAN HOLLENBECK: AThank Yyou.,

Mr. Loyd,

EDWARD B. L OYD: Good afternoon, gentlemen.
I have a prepared statement here, but after listening to
some of the questibng;I would like to go right into the
questions and answers.

ASSEMBLYMAN HOLLENBECK: Fine, Yod can submit a
copy of your preparéd statement to Mr. Lee if he doesn't already
have it. ’

MR. LOYD: He does have it.

ASSEMBLYMAN HOLLENBECK: That will be made part of
the record and we will go right into the questions and answers.
We plan to go right through now until we are done. We
have about four more people,

[Written statement submitted by Mr. Loyd
can be found on page 100.)

MR. LOYD: First of all, I am President of the

Essex Cable TV Company. I started in cable television
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approximately four and one-half years ago. I can say honestly
that I was one of the first Blacks in the United States to
receive a franchise = the first in the United States to:
receive a franchise. -

I was extremely shocked when I heard about the
New Jersey Legislature passing a moratorium on cable television.,.
I said to myself, "My gosh, why are they having a moratorium
on cable television because two or three pecple did something
wrong, dishonest or something?" None of that has been proven
as yet. So I said, "There has to be some sort of an emergency."
But after listening here this morning, I don't see any
emérgency or any reason for a moratorium.

I think personally with this Committee, it was some-
what of a: cop out. They said, "We don't know what we should
do, so let's stop, stop everything now for one year and
then perhaps we will know what we are going to have to do
next year." I think that is a cop out. I don't think it
serves any meaningful purpose.

I am also somewhat against Public Utility regulation
because I have seen what happened to a state once the Public
Utilities move in. I have several franchises in the State
and I have several applications pending. So this Moratorium
Bill really would hurt me.A It would hurt me economically.

ASSEMBLYMAN FORAN: May I interrupt for a question?

MR. LOYD: . Yes. | o

ASSEMBLYMAN‘FORAN: You say you have several franchises
in the works right ndw? | “

MR. LOYD: Yes. _

ASSEMBLYMAN FORAN: Howviong does it take you to
close these normaliy, to know whether or not yoﬁ get them
or you doﬁ;t get them? " _ ‘

MR. LOYD: I only can go by my past record. T
worked two and one-half years beforemI_reéeived my first
franchise in South Orange, Newaersey. .I have been working
in West Orange now for four and one-half years and I haven't

received any franchise yet, It is still pending. .I have
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been working several other towns in Essex.

ASSEMBLYMAN FORAN: . How many installations do you
have, sir? _ :

MR. LOYD° None, no installations as yet.

ASSEMBLYMAN FORAN: You are not operative.

MR. LOYD: No, we aréinot@

ASSEMBLYMAN FORAN: You are worried about the
moratorium that probably won't be able to be passed this
yvear because the Senate is not coming back.

MR, LOYD: Excuse me?

ASSEMBLYMAN FORAN: = You are probably worried about
the moratorlum the Senate is not going to be taking any
action on until possibly November, which is another five or‘
six months from now. _ |

MR. LOYD: I wasn't aware of that. I was under the
impression that the Senators were coming back on the 1l4th
of June and vote on this.

ASSEMBLYMAN FORAN: Maybe they will and maybe they
won't. I don't know. What I am concerned about is that
there has been an awful lot of talk about anti—moraforium@
Are you aware of what has been uncovered in the awarding of
franchises for cable television, in not one or two instances,
but rather rampant throughout the State of New Jersey?

MR, LOYD:  Sir, I disagree with you there very
strongly. What you are saying is, all of the politicians ---

ASSEMBLYMAN FORAN: By direct testimony in front of
this Committee.

MR. LOYD: Sir, regardless - I take issue with
one of the particular people who testified before here, Sam
Kravetz up in Morris County, Morristown. I was applying
several places where Sam Kravetz was applying for franchises.
Through Mr. Scudder of the Newark Evening News —---—

) ‘ASSEMBLYMAN HOLLENBECK: Excuse me. Give me a little
_geneology of these companies. Is Mr. Kravetz the sole owner
of his company in the Morris County area or is he controlled,
to your knowledge, by a company working out cf Massuchetts,
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 the Boston area?
" MR. LOYb: This, I do not really know.-
‘ 'MR. SCARPA- ‘There is no connectlon to our knowledge.,
'tg;MR;JLOYD I wouldn' t want to comment on that.

Well, I went up to Morristown ahd Morris" Townshlp and
all those towns up there. 1 have had a number of meetlngs
with them and not once: did anyone come up to me and say,
"Well, you can have thls partlcular franchlst for $1, OOO
vor =93, OOO

" Wlth thlS moratorlum you are saylng that all -of the
‘yCATV guys in the State. are crooks and all of the mun1c1pal
‘fathers are crooks. That is the only thlng I can see. 1n
'thls partlcular moratorlum. _ e : P

) ASSEMBLYMAN HOLLENBECK- Let me - 1nterrupt here. ' I

v“thlnk that any allegatlon that we proposed a moratorlum '

mbecause of’ corruptlon is: totally 1n error.i We-had dlscussed
the moratorlum among ‘the ‘members of this: Committee before'x:.
the hearing: started and- we had already begun the text of a

,.draft ‘of the blll before any allegatlons were made by Mrs. .
"'Hall or Mr. Kravetz.a If I remember correctly, we released

;our statement to that effect- at the Noon recess.'-Isn t that

‘ ~your recollectlon, Assemblyman Weldel°

ASSEMBLYMAN WEIDEL: Yes.- ; : SR .
E ASSEMBLYMAN HOLLENBECK- Wedreleased“this'atvthe,

Noon recess, | o i

- While we are concerned w1th crlme and allegatlons
"of extortlon - and as public off1c1als we have passed them -
on to the. proper authorltles who are actlng on them - our
maln concern is w1th the question of regulation of thls
’“1ndustry and w1th the problems -of fragmentatlon, etc., etc.,
Wthh we. have been d1scus51ng this morning.

Now for you to come up . here and say that our moratorlum

‘”,1s a cop out because there: were certaln allegatlons of

'f‘corruptlon made is totally in my mlnd out of- order and ‘a
e'totally unjust criticism of thls Commlttee and of . the members
1of the Leglslature.. I want to make that clear._ :

. ,v 56 ,.



MR. LOYD: - Sir, first-of all, that wasn't the.
meaning. I am not saying the reason.why' you ==--

. ~ASSEMBLYMAN ‘HOLLENBECK: - Let's get into the area of
regulation. ‘Let's get' away from corruption. We are not an
investigatory body. We can do nothing in that area but
follow up pending investigations, There are some going on.
There are on=going ‘investigationsin just about every county
in the State as a routine matter of business in the local
Prosecutors' Offices and I do not intend to get embroiled in
that type of controversy and foul up the normal course of
justice., ' '

Now we want to confine the remarks to regulation
right now unless you have some specific allegations otherwise.
We are not going to bandy back and forth innuendos and
accusations. '

- MR. LOYD: Can you tell me the reason for this
particular moratorium? I stand to be corrected. '

ASSEMBLYMAN HOLLENBECK:: We- just said the reason.

We have been saying it all morning. - '

ASSEMBLYMAN WEIDEL: I would like to answer you, sir.
Did you read the bill?

MR, LOYD: Yes, I did.

ASSEMBLYMAN WEIDEL: Did you read-Sections D and .E,
which were quoted by Mr. Matthews?

MR. LOYD: Yes, :

ASSEMBLYMAN WEIDEL: I am not going to read the
whole thing, but it says, "The need for appropriate regulations
to secure and foster the orderly development of community
antennae systems . : ." Then in the next.paragraphb it says,
“The exceeding complexity of the legal, social, technological
and scientific issues, questions' and implications involved
require that the Legislature not act hastily in resolving
the many doubtful points in this matter or in adopting any
system of regulation, but should proceed with Ehorough
information, expert advice, and mature deliberation." And

that is the whole intent of the Moratorium Bill to give time,
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if time is needed. ‘Ahd the word'I;Was looking for before
that I couldn't grasp was "repeal." : An. act can always. be -
repealed and Mr. Matthews says' the FCC regulations: ‘will
be forthcoming in 45 days. Let's: hope they come forth in
30 days. . And'if'this-act were passed whlch_lt,lsn t yet,
but if it were, we could repeal. it. | :
What we ‘are trylng to do is get some coherence out
of testimony which we received. that is a little confusing.
But you are speaking3directly toftheﬂbill and I appreciate
your comments. N . . o |
MR. LOYD: There is still one other question I would
like to bringbup. -As’to,the proposal‘of regulation by.the
. Public Utilities, I think cable television is a completely
different animal from utilities, What I am doing now is
just ampllfylng some of the thlngs sald here this mornlng._:
© Cable television companies have-to sell themselves.
First of all, in my particular area we are in'what-is known
~as the top 100 market area, the'peopledfrequently‘get receptionf
off the air in some portions of the toWns'in which I am
‘involved. .We have to sell them somethlng that they don t
have now. A gas and electrlc company or a phone company - not
a phone company necessarily, but I guess that is ‘a kind of
necessity also -- but gas and electric and water - things
like that should be under Public Utilities. I don't see where
cable television should be under a publlc utlllty regulatlon.
ASSEMBLYMAN WEIDEL- Then. you are suggestlng this
- second office, thls Telecommunlcatlons Office.
MR. LOYD: Excuse me. . e o Do
ASSEMBLYMAN WEIDEL: There is a second office which
.has been mentioned, a Telecommun;catlons Offlce,-whlch:would
formulate rules, and it would’be.handied, as’Youdsaid,
dlfferently than PUCldoes with water, electric and .gas.
~ MR. LOYD: Right.
~ ASSEMBLYMAN WEIDEL: But you are not against regulations,
per se? | - ; '._f T o . e
.~ MR. LOYD: Not, per se, no. I think all of us know
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that some form of regulatlon is g01ng to have to come for
thls 1ndustry soon. I feel sure 1t is g01ng to be Federale
I don't think the State has the wherewithal to handle such
a complex matter as cable television.

ASSEMBLYMAN FORAN Mr “Loyd, you state that you have
various franchlses, but they are not in operatlong

MR. LOYD: Yes, sir.

ASSEMBLYMAN FORAN: When do you anticipate being
operative?

MR. LOYD: We had some internal problems in our
company about a year ago. . These internal problems have been
cleared up now. Under one of these particular franchises, we
have to come into’bperation by the end of June, and we will,

ASSEMBLYMAN FORAN: You are imminently ready to go -
then. | o : ’
MR. LOYD: Yes, we have done all the engineering
and everything with the ekceptien of signing‘the contfact
with them.

 ASSEMBLYMAN HOLLENBECK: O0.K. Thank you.
MR. LOYD: Thank ybu& -
ASSEMBLYMAN HOLLENBECK: Mr. McGinty.

EDWARD J. McGINTY: Chairman Hollenbeck and
members of the Committee, I sincerely appreciate the opportunity
to appear here today. My name is Edward‘J, McGinty, and,
together with my father”and my two brothers, I own and
operate the Atlantic Coast TV Cable Corporation, in Atlantic
City and Brigantine; of ‘which I am-a resident and have been
all my life. We have been operating this system for about
20 years now. . :

Since our system was one of the firstlsystems in
New Jersey, I would like to give you a little background on
the type of industry CATV is and the kind ef people it
attracts, o .

Our own story really begins in the post-Depression period.

We started with literally nothing. Thus, after my father lost
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his jOb in the Depre551on, he started anew, flrst rentlng radlos,
then eventually openlng up- hlS own radlo store. At the time we
first became 1nterested in CATV -vof course, it wasn't really CATV
then - we had a small record shop. Telev151on was just comlng ln.
and because we had thlS 1nterest and experlence with radlos,

we dld some ‘business 1nstalllng home telev1s1on antennas.

An engineer, Miltoh'Schaﬁp, whohwas eatremely_creative and
1hvent1ve, one day "’ approached us- w1th an idea he had been worklng on..
‘In very brlef and elementary terms, he had developed a llttle booster
unit, a black box you attached to your televr51on set which removed the
» "snow" on the picture. To do thlS it ampllfled the 51gnal  His idea

was to improve and enlarge thlS llttle black box and bu11d 1n a
'capability to.split or cascade.the slgdal'so.that-television reception"t
could be improved on a who,le‘.s‘erie‘s“ of"‘set's froi‘n one Slngle antenna.

We thought'that'this would beda:good'idea, for,,as:those of you
Who‘live in apartments are_aware, it.lsbfreqoently very hard to‘get a
éood'signal with just an off—air‘antenna dueeto-thesinterferenCe. So
~in 1949, we used Schapp s system to wire"=OUr first'apartment house.
All thlS dld was to’ 1mprove the receptron.on v1ewer 's telev131on sets ——
but thatiwas'enough. .PeOple wanted the imprbved reception, and'whenvthey
found out that this was'possible, asked.us for the'service." |

So, between 1949eand about'l952,dwe graduallyyexoanded our
service. Of course; every installationvinvolvedva substantial'cost, but
we reinvested our”capital earned from each ihstallatiohvinyorder.to be
ableito meet the ihitial cost ofIWirihgyadother apartment. _ﬁuring'that

period, we must have "wired" about 50 apartment houses.
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Starting somewhere around 1952, we began to do what we called

"blockbusters."

Thét’is;‘inéféaa of wifing just oﬁe apaftment house
at a tiﬁé;'&e would‘wire'aVWﬁblé Blé@k éﬁ a tiﬁe, This enabled us to
choose tﬁe bést'éﬁtenﬁa'on the block, and use that'éntenna:alone to
sefQéIthe éﬁtifé:blockﬂ> And of coﬁrsé,'tﬁat‘meangrbetter seérvice and
recéptioﬁ to 6uf‘éubscribefs.

| Up unﬁil thiébpoinf; ihe develépmeﬁt was géographically Véry
slow‘and steady, as Wevdeveloﬁed firs&.én athuse by house and then on
a bléck by block basis.'iHowéver, inithe eariy fifties, we got permission
from the teiephone cbmpanyitbvlease ﬁblés froﬁ»them for our service.
That meéht that we Werén';‘restfiCted to the gradUai increments of
block-by-block gréwth, buf we éould'wiie‘wholéipafts of the city.

Keep ‘in mind tﬁat'upitd thié"point,vthe service we were offering
to péoﬁle‘was énlylihat éf»impIAVing.tHeir televisioﬁ reéeption. We
didn'tvoffer aﬁy éadifiaﬁéi cﬁannels énd of'coﬁrse, we weren'ﬁ doing any
origination. Itlwasvéolelflé cése of'mékingrébmething theylalready had
a lot bettefib Aﬁd keep in mind,.too; ihat tﬁis wésn't soﬂéthing that |
was pushed déwn‘peoﬁle's.thro;ts.‘ Péoﬁieididn't héve fé buy our service --
they wanted it. Tt was feally a.case of soméoﬁe héving a bright idea éﬁd.
someone being willing t0'ri§k time éﬁd money to seé‘if it wéﬁld séll.

: Eyéniuéliy, we degided‘to try éndtﬁér new:idea, ihié time some-
thingryqu would be mérenlikely to éssotiéfe_witﬁ cable television: bringing
in disfaﬁt signals. In 195} Qe.obtainéd a francﬁiée from thé city,
incidentally, one of the first franchises in New Jersey. It was a year-
by—yearifranchise, thch ﬁas»chaﬁged in 1965 to one wifh a morebextended

term.
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In any event, in 1959 or so, we started using microwave toibting
in signals from New York. This, of course, increased the attractiveness
of our serv1ce to subscrlbers and enabled us to grow slgnlflcantly.

Indeed today we have 105 miles of plant and 18,500 subscribers --
quite a leap from that first wired apartment house.‘ Over the years, we.
have rebuilt the system three times -- technology and demand keep growing
and we want to keep up with them both.

In contrast to our initial‘operation, where all we provided was
better television reception, we now provide subscribers with eleyen
television signals and one channel of our own origination. Now we are

feeding the 13th channel on an experimental ba51s.

Slgniflcantly, we began orlglnatlng Our own programs on our
system about ten years ago,.when -our system was much smaller than it
is now. Some of you may know that the Federal Communioations Commission
only inkAprll of thls year began to requlrevsystcms:to engage in program
orlglnatlon -- we were about ten years ahead of the game on that score,
prlmarlly because we thought that providlng this type of capablllty

would be a valuable contrlbutlon to the- Atlantlc City communlty

We have been orlglnatlng conventlon programs for over
five years, maklng Atlantlc Clty the only major conventlon city
to offer a c1tyw1de TV channel, exclu51vely for the convention
trade,‘such as, the Democratlc Conventlon, the School Admlnlstrators,
etc. | |

The amount of originationsvper week varies somewhat -- we do

between six and twenty-five hours per week. Much of this is community-
otiented programming. The local high school has a studio, and the

students use these facilities to originate their own programs. This way,
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many of At}antic_Cityfs youpgvpegple_are gaining valuable
experience which may lead to future‘éareers; We use.these stuaents
to do various local shows,annually one being the Mafch»of Dimes
Telethon which has progressed over thé yeérs.‘ This past show,
we raised $57,000, which is a natiqﬁal,record,for a March of
Dimes Telethon.

Providing sucﬁippportunitiés.is,_I‘think, jﬁst anofher example
of the way that cable television tends .to respondzto-the needs of the
communities it serves. I want to stress‘that word "respond,' for as
you can see, from the béginning if Has never beeﬁ a case of CATV forcing
itself on ;ubscribers. Rather, it has been one of CATV.providing a |
service which people need and wanf. And because CATV  is not an essential
service, and can be dropped by a subscriber at any time, we have to
continually work to update our techniques and make innovations in our.
service.,

Apd that, of course, requires.the‘ﬁtmost in wiseAreguiation.
In the early days, when we were still experimenting with our service

and trying to develop CATV into what it is today, we didn't have much

regulation at all =- and you can see the_re3ult of that. Given the
freedom to create, we devélopéd an industry wiﬁh still as yet unknown
potential. And to realize that_ﬁoténtial, we‘must retain the type of
early freedom to innovate.

Iﬁ sum,‘you can see that CAIV is the child of individuals with
ideas and the daring to try to méke fﬁose ideas work. Our industry
must continue to attract such individuals if the public is to reap all
the possible benefité‘technology can offer ué./ And that can be done
only if government regulation is kept to a minimum, so that people will

in fact be tempted to try out their creative ideas. Therefore, T urge
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that the leglslatlon you are presently cons1der1ng be rejected
Its result could only 'be to art1f1c1ally stunt the growth
~of What has been - and shoulad contlnuewto,be —_an‘;nnoyatlve,
serv1ce—or1ented 1ndustry. ‘ | |
From our past performance you can see that 1f we
felt that PUC regulations would be good for:the industry or
“the publlc, we would be the first to -endorse. that.
' If you gentlemen would care. to visit our CATV system,
we would be only too glad to acconimodate - you.- Thank you.
ASSEMBLYMAN HOLLENBECK: Thank you, |
Are there any questions? ' o o
ASSEMBLYMAN WEIDEL: You mentioned you have 105 miles
of plant, did you not? | S o o
MR, MC GINTY: : Yes, sir;‘ A , .
ASSEMBLYMAN WEIDEL: Is that confined to the City
of Atlantic Clty9 ' : . ‘ o - o
 MR. MC GINTY: Atlantichityiand:Brigantine.
ASSEMBLYMAN WEIDEL: Do you have a contract with
Brigantine? v b, B ‘ |
MR. MC GINTY: Yes, we do.
" ASSEMBLYMAN WEIDEL:. Why aren't you in‘Pleasantville?
MR. MC GINTY:. Well, to be honest with you, there is
another system operating there. v . -
ASSEMBLYMAN_WEIDEL} Oh, there is a system.
‘MR. MC GINTY: Yes, There are systems completely :
surrounding us. o I o
ASSEMBLYMAN WEIDEL: I see. |
MR. MC GINTY: To be spe01f1c as to why we. didn' t
take the'franChise,'as you can determlne,from the.way we
built our system, we just weren't economically capable of
going into a largeicommunity ofuthat sOrt”and'giving the“people
the service we felt they were entltled to that somebody else:
could have. glven ‘them at the tlme. _ o D ‘
, ASSEMBLYMAN WEIDEL-" You say you have l3 channels
or 12 channels’ ' ‘ ‘
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MR, MC GINTY: We are operating now with 12 channels

which is all a TV set is capable of handling. We have now

installed a modulator that will pass - it is called channel "i
which is channel 7 minus 1. . And this is being fed through
the system now and with that set top converter that you.saw
on the slides, you will be able to convert this channel down.

" ASSEMBLYMAN WEIDEL: How many channels operate in
Pleasantville? | R

MR, MC GINTY: Twelve channels.

ASSEMBLYMAN WEIDEL: How many operate in Wildwood?

MR, MC GINTY: Twelve.

ASSEMBLYMAN WEIDEL: Is 12 the maximum?

MR. MC GINTY:: Well, 12 is the maximum that a set
will accept at this time and with the state of the art it is:
questionable just how good quality these converters are at '
this date. I am sure they aré going to come.

ASSEMBLYMAN WEIDEL: I believe there was testimony -
here at the first hearing there could be 80 charnels.

MR. MC GINTY: These people that are talking about
80 channels are talking about === ‘ _

ASSEMBLYMAN WEIDEL: Forty was mentioned.

MR, MC GIMTY: You could put as many channels in
as you want. You could put 120 channels if you want to run
120 lines down the street. There is no limit ﬁo what can
be done, but what is practical at this time and what is
working at this time == In Pennsylvania, I think, going back
a couple of years, there is a 24~-channel system, but what it
is in fact is two 12~chénnel systems,. There are double cables
running down each street, double amplifiers on the poles.
Basically it is the same type system everybody has. It is
just a double.

ASSEMBLYMAN WE IDEL : You have a very well regarded
company. :

MR, MC GINTY: Thank you very much. We work very
hard at it. | | ‘ | |
. ASSEMBLYMAN HOLLESBECK: Thank you very much.

MR. MC GINTY: Thank you: ’
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ASSEMBLYMAN HOLLENBECK: Mr. Wood.

FRED M. - WO OTD: Chairman Hollenbeck and menbers
of the Committee, it is a pleasure and a privilege to appear
‘before you today. My name is Fred M. Wood, and I am
president. of Holly City Cable TV, which operates.a‘CATV _
system in Millville, New Jersey. We probably have one of
the smallest in the State. It is a typical small community
system not.0wned.by a large corporatién but by five local.
people. , ’ ' } _ |
' I would like to take this opportunity:to discuss
with you a subject which ‘is much discﬁssed but, unfortunately,
little understood, namely, the procedures and problems involved
in getting a CATV system started. '

' I came to cable television after 30 years in the radio
broadcasting business and 13 years as owner and operator of

a radio station in Millville, where our’systém is located.
My expérience in radio made cablé teiéviéibn a ldgicéi next sﬁep, S0,
in 1964, we made the decision to shift géars and obtained a.franchise‘
from the city. |

§Ut the service didn't étart thén,.for we still had significant
hurdles té‘overcomg. A CATV system requifes,é tremendous initial capital
investment, and so, of course, we had>to secure financing.  And we had
to make decisions about what sort of equipmenf Qe wanted to use; These
.kinds of problems‘and decisiénsawéfe aBsoiutelyvmiﬁiméi, hdwé?ei, when
compared to the others. | : |

Thus, for example, Wevwaﬁted to serﬁe our‘subscribers by
bringing in so-called distant signals.—Fbsignals our subscribers cduld
not otherwise receiveIOﬁ‘their télevision sets. This reduires a
waiver from the Federal Commpnications‘CQmmission in»Washington, D.C. é '

‘waiver that took us two long years to obtain.
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‘And then we ran into a problem with the telephone company,
which reneged on its agreement with us. So we had another battle to
fight, this time with the telephone company, with the Public Utilities
Commission on the sidelines. By the time we had gotten that straightened
out, another year had gone by.

So you see, it took us a total of three non—productive'years
from the time we got our‘ffanchise to'gef‘to'the point where we could
offer service to our subscribers. "During those long three yeafs, we
had to wait for the action of vérious regulatory commissions, hoping
that action would be‘forthcoming.» Wé had to negotiate with various
parties, like the telephone company, hoping that we could get business
arrangemeﬁts fiﬁa}ized;

While this was going on, of course, we had no incomé coming
in, even though we were expending money in overhead and in trying to
construct part of our plant. And, of course, inflation was continuing
all through this waiting‘period._'So apart from the maddening frustration
at continually being thwarted in our attempts to proceed swiftly, we
were also suffering a very real and measurable expense due to this
delay:.. Thus, I would estimate»that'the three year delay caused

approximately a 15 percent ‘increase in our total costs!

Also of gteat impbrtancé was thé fact thatléur franchise had
a constfuctionvdeadlihé which we reall& wanted to meef. ‘And tﬁisvwas
not just a case Of‘reéoénizingva mere contractual obiigatidn; aithough.
of course, that played a paft. We recognized that we had madevé
promise to theucity and_we wanted to iivé u§~to thét promiée. And we

knew that our subscribers wanted and deserved to get service on time.
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© -80, as the 1967 deadline,dfewvnear,;weAworkedland worked to be

able to meet it. And, despite_all the'waiting‘and}uroolemsluegencountered,

we hooked,up out firSt Subseriber on January 1 '1967, rightqon:tlme.

That didn' t mark the end of our problems, however. You see,
we purchase our m1crowave service from a‘commonﬁcarrlerf; And that
common'carrier, which is;tégulatedubybthe FCC, has tc get authorization
ftom‘the FCC‘FO SérVeQuS’ fObtaining thatyauthorlzation!took another six
months. And then we had anotﬁerksin;nonth’wait_before service was
institutedt

Our experienee is; Iethink,;typical;;f in fact, ue‘may even
have been-luckier.than‘others;.;Even S0, lt took_us‘three long and

expensive years of regulatory hassling before we were ready to begin

- service. And, at .the same time, we had a‘commitment to begin service

by a.certain date, a commitment that we conceivably nlght‘not‘have.been-
able to meet -- the fact that weldidyin fact meet it was due to a lggr
of hard work and a 1ittle 1uek>—-‘much ofrthe.delavaas;due to factors
which‘were'simply out of our control..

The mofal of thekstory isithat starting a CATV system isn't
the breeze it is sometimesbsaid to'bel ;YOu;have todeal with‘too many
outside patties, and clear too.nany‘regulatory hurdles to be able to
Plan much in advance. It takes suffieient financial oaCking tovweather
the lean years when all you. are d01ng is walt1ng for regulatory agencles

to aot. It takes lots of tlme, lots of work and most 1mportantly,

lots of patience. ‘

You will note ‘that most of our delay was. attrlbutable to the .

action —- or, too often, 1nact10n'—— of out81de regulatory bodles.

‘ Addlng another layer of regulatlon would so complicate and confuse matters
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that the potential for delay would be staggefing enough to discourage
all but the heartiest investors.. And it would just add to the,already
existing morass of regulatory objectives, objectives which often
conflict@,

Thus, you will recall that we had a construction deadlinevin
our franphise. Thisiwas a deadline We‘wanted‘to meet and did meet. |
But we met it despitez not because of, the aétion of other regulatory
agencies which haq other goals and problems in mind. The problem
would just be magnified if we had to workvunder an additional layer of
| regulatory burden.

Once we got started, we concentrated on bringing our subscribers
the highest possible quality of service even though we bad debt from our
initial investments. We have expanded our plant, adding 12 miles to the
original sixty. We have tried to serve éé an outlet for local expression
bynproviding five houts a day of local origination. All our programs
are locally originated -- we do not show ény movies.or syndicated
series. Incidentally, we havé been doiné this for three years, so
we started:originations three years Eefore they were required by the
Federal CommunicationsCommissionf

These originations often provide a vehicle for discussion and
presentation of issues of local public importance. For example, at one
timg, therg was a sewer referendum, and we provided both sides an
opportupity:to air their views on our system. . ° Today, the 18th
of May, thé ci;}zens invMillville.areﬁvoting on a school
bond ;ssue, ang we have'donated many. hours of television
time‘so both gides»of thg issue could be heard. We have
presentgd\progrgms on drggs énd on juvenile problems. We

have a daily educatippal’quiz‘show, oneVWhich'is so popular
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with the young people in the community that we have formed
a bowling team of kids from the show. We do two local
news programs daily, ministerial programs, high school sports,

strictly local and no syndication.

It is this kind of communityiservice which CATV is uﬁiquely able
to provide. CATV can serve its community directly and tangibiy offéting
an importaqt local forum for discussion of issues and thus contributing
to creation of a cbmmdnity awareness which is too often lacking.

But in order to provide this kind of service -- service which,
incidentally, is not a money-maker —— CATV has to exist in a regulatory
environment conducive to optional flixibility and growth. As I've tried

to indicaﬁe tobjoq today, starting a CATV system is not an ofernight
proposition; Regulatory constraints and even ordinary business delays
and problems all make‘it a time—COhsuming, frustrating and expensive
procédﬁré. Admittedly; it can be an attractive‘business - but'Cnly if
you have the patieﬁce'andhfinancial ability to withstand the pressures
caused by'inaction and delay. Once you get started; you have a
magnificent opportunity for commuhity service, service which apart from‘
the benefits to the commuﬁity, can produce a great deal of personal
satisfaction. |
But, ‘again, it is imperative, in order to attract the kind
of investment and investors necessary to ensure realiéation of CATV's
potential for service, that regulation Eé minimal and conduciﬁe'tb
growth. Therefore, I urge that you reject any and all attempts to
saddle CATV with another layer of restrictive’regulation, or ﬁo stifle
and stunt its growth. The people who would be huff in the long run are
the»subscr;bers and the communitiés, who would be deprived of the éhance

to enjoy CATV's full potential as a service industry.
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ThankJY6u‘Véfy ﬁuch;'géntléﬁénm

As a small dperafof‘whé's§Métimés drives a truck
and sometimes sweeps the plaCe,'ff'ybu havé any specific
questioﬁs about the béératiOn; I will be glad to answer them.

- ASBEMBLYMAN WEIDEL: Do you have any franchises
where you are not dpefatiﬁg? ‘ j ' o

- MR. WOOD} No, wé'only have one, the one in our own
community. - ‘ . | v

ASSEMBLYMAN WEIDEL: You just have the one?

MR, WOOD: Yes, that's right. We would like to
expand into an afea, as'axside line, which is two poles
distance from the end of our cable”‘but because of the FCC
regulations, we cannot do itu Yet\theré aré a hundred homes
in the area who have requested serViée from us but we can't
provide it., b_ h | - .

ASSEMBLYMAN WEIDEL: Because ybu have to have a
minimum? - ' ' '

MR. WOCD: No, because we have to go before the FCC
because we have to go across a community line and we can't
do it., 1In other words; the City of Vineland is on one side
of the line and the City of Millville is on the other. Yet
the area there cannot be served by the system from Vineland
because they stop maybe 6 miles away, but we can't go across
that line. S ‘

ASSEMBLYMAN VREELAND: May I ask one quick guestion.
Because of the historv of CATV -~ it apparently has been
around for a few years - is there any notion of a breaking
point? At what number of subscribers do vou begin to get
in the black? Is there ahything that is available on that?

_ MR. WOOD: I think it depends, Mr. Vreeland, on
the operator himself. We stafted to be in the black, if you
want to call it that, approximately one year after we
started the system. However, at thevtime, our original 60
miles with tﬁe head=in tower and so forthh cost in the neighborhood
of $350,000. We have added 12 miles which went into another
$60,000, After five years, we had paid our original debt
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down to approximately ;180 000 and'we added $60 Ooongre‘on
top of that. That is where we stand rlght now. s

ASSEMBLYMAN VREELAND."In other words, apparently.
there is no pattern. This is a s1ngular 31tuatlon so
far as you are concerned o _ : o

, MR. WOOD: In my - oplnlon, 1t 1s the cable operator

himself. If he wants to work he saves monevy. If he wants
to sit in the office, he doesn t save money. It 1s as simple
‘as that. - L e ,

ASSEMBLYMAN VREELAND-V So there\is no relation then
of the number of subscrlbers to any part that a- regulatory
system could play._” o ‘_ e ‘
' . MR. WOOD: No, sir, not in my oplnlon.d

: ASSEMBLYMAN WEIDEL- Thank you._
Mr. Loftus is next. We only have two more to go

SO we ‘are. 901ng to stay rlght through and flnlsh up.

‘RICHARD .w,.  LOFTUS: Mr. Chairman and

Honorable Members of the Comm1ttee~ .
. My‘.name is'Richard W. LOftus. I'avm‘ President 'of North Bergen

Cable Telev151on a New Jersey Corporatlon w1th offlces at the Stonehenge,

North Bergen New Jersey

Our company is presently constructmg a cable telev1S1on fac111ty

under a franchlse properly ordalned by the Townshlp of North Bergen to

serve that commumty. We expect to commence service to voluntary sub-

Hscribers by August'_of; thls year. We belong to the New Jersey State CATV

A.ssovciation and join with it in opposmg‘the ‘proposed leglslation which is the

subject of this hearing.

I am‘fully aware that this Committee has heard substantial test’im‘ony |
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on this ’subjecbtb. - Therefore, my remarks will be brie_fvand:pointed‘._ »':I‘hey Will,
however, attempt to focus on the critical points of your dgliberations.

I feel that this Committee, in deciding whethe'r_or not to report this -
bill tc action by- the Ijegi:slature, must ask and answer t\yo fundamgntal
questions. First, what, in a nutshell, is this_ bus,ine‘ss called CATV; a}nd,b
secondly, is that business truly a candidate for State regulation, especially
of a public utility ‘natur_e?

A’sbto the first question, I féel_that a sifting of the wheat of testimony»
given before this body establishes :the fact that cable tel.evision is»a service
oriented, high-risk business. CATV is a deljvery_ boy. It is just one of sev¢ra.l
known means of delivering a television signal to a television set. _’vI‘o be sure,
we in the business believe it is tbe_bes»tv way;‘-but :'th is by no means the _only way.
CATYV systems must compete -- with home antennas, which are competent
and effective in performing their tasks -- and with other sources of enter-.
tainment which compete with 6ur product, a TV show.

Because our service must compete with other sources of entertainment
and means of delivery, we try to increase our competitive value by providing
extra s_ervic,e»sy.v These extra services range from locally-originated programs
to remote channel‘ tuners. They include background music, 24-hour news
services,v local ayctivities_a.nnouncements and time/weather information.:

Our slogan is '""There's More to See on Cable TV'", and there is.
However; it is g‘o_ttru»e th,.a"c.y_og» c_aq__ggly see on Cable-TV, and that is a reé.l
distinvction. | - PRI o ,

'I“q be specific, there is no CATV system operating in the State of
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New Jersey which is completely s.at‘\ivré’tve"d,'b'eveh though many have been in
opefation for over a decade. The reason for this is quite siniple. We are a
service business; subsc‘:ripfioh’is‘by choice,’ and rhain‘y thousands of people do
not choose oﬁr way, but rather s_ellle(:t,. é.not‘:hér‘v&;a‘y. ’ Th’af is their right. And
it proves a very zl'veal point. We have (’:ompve}'t.ition,.‘a»n‘d coi‘npéti‘t‘ion means
risk. |
To bé more specific, take our ope"ratidn in North Bergéh.‘ This
community lies only two air rﬁilés from the New York City TV transmitters.
To be sure there are areas in the épmmﬁnity ‘wh'ifch suffer vsi.g‘n‘abl reception’
~ problems which will be ‘cu‘rbed ‘by CATV'.F HbWe;rer,' it.is equa'l'ly true that the
overwhelminé ma_‘jority’of the "c‘om’m"uhit‘y.is able, on simple fabbit;ear
antennas, tbvre'ceiye at least six ancbli"ubp‘to ten cha"nne.:vls ‘vof teievision,‘ with
clarity and only minor interference. Thérefor.é, it is 6bvious that faced ‘With
such competitivé rea‘lity, we.must_ Offér -substa;nti‘a‘ll‘y’movre than is presently |
available in order to attract subscription income,’ Tiii:sze intend to do through
pro‘gramming gnd other services. By doing thihgs the big city broédéasters aﬁd
networks cannot. o o |
I'urge you gentlemen ’toi feali’ze tl;at this is a venturesorhe propdsition.

It takes t;e'mendons capital éndvié‘one’helii_éf a; r:isk". : 1f not p;éopeﬂy déne,
properly engineered, 'pr'ope.ri'y operated andi‘p‘r_dpe'rlvy- fﬁafketéd‘,. it will result
in ban};ruptcy. | | | -

- On the other hé.nd, if done icbr_‘rectly, it is c‘aléula:.ted to result in a
profit. "A,profi‘t t‘c>>"the_ sﬁbsériber who rec‘e‘ivesi a valuable Servi,‘ce;'aiprofit‘
to the township and the stéte. wh(‘}: ‘rv'eéebiv'e;,‘tavx inqbrhé and »othievr,‘ :l‘:Sevn»efit,’s;b and |

a profit to our company, Whiéh spent the mbney‘ ahd, accepfed the risk.
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Proﬁt i_;’a Ve'ry',A‘@e?iC?‘?‘» Wof‘d; »1_ilv<fé‘bf‘1"éed9rr:1, xjﬁ‘svtiée} ¢qga1.ity ‘éndb :
opportumtyThe potent1a1 forprofltls theba51s of our economlcsystem | If
you féﬁlové tvhefpeéte:n.tial“ fi‘vo‘rbv proflt’ you :;-emov»e the 'iInc.venti*ir‘c‘a 1;0 risk. "That' is
exaltctlyi v;ha’t‘thbis légi_élafiéa. would do , Itwould téke aw:ay‘ Wii{houi? 'comp.e_v:.nsa;ti‘ngf
It me;m’s féwér.’ jobs —-‘not mére. ‘ FIt' ‘r'nearvxsvless’ Business - not more. It meafls
‘less income -- not ¥n;>1;e. Why'? Béc’au'se you would _rnake .1.1,s‘w;hat_ we aré not -"-'i
a utility. o

- Pass an amem_i_fnenil:%o_iv:his bili prohibiting the reception Of;TVv>Signal‘lsﬂb
by any means other than CAT;\f‘,arid I'agree that I am a utility. Do anyt{hing less 7 ’
and I am a scapegoat for beauracracy. B

CATV is a high risk, venture capital, s:ervice‘businesé in'a competitive
environment. It is not a utility,

With/ that i"act in ;'nind, 1ef us pro'ceéd to the next quesfion. >Is CATV a
candidate féf State régulation, eépecially a>.s‘v‘a égblic u_tiklity?

First, it e‘;'hould"be ;bviqgs fhat thi_s} Staté is no different from others --
it has problems. ’I_‘he air is foul, :the_, streams polluted, the airports over-
crowded; the cities in strife. "‘ The areas now regulated by the public service °
branch are in tfouBle. Peoplé don't wonder if there vxnzbill be "‘blackoﬁtS" and
"brownouts" énymoré -- jlﬁstblhobw fﬁény‘and"gh‘o‘w‘seve'-re.: Businessmen are used
to waitiﬁg .rna»tny,' mé.ny ‘minu.i‘:es‘fvc‘)”r\ a ‘t‘glei?honé'circ’ui‘,c_dtul_'ing p‘eak. ‘h.(‘)u‘rs.. Gas
mains bréé:k, ‘sewer syétems faii, gérba‘ge spews o"vé? and the chlorine freatment
centel;sv fail.. v

,Sc; wha‘t‘dc‘>eé the ,;‘p‘ub‘lic‘ vServicé ‘b.ra_nchvdo" ?“’ ‘LT'he_y" r-é’que st the rig'ht té

regulate CATV -- which, by’ the "W'ay-; ‘has ..p‘i‘ecfipit,ated‘_-damhe'a few complaints.
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Second, I am ‘sur‘ev yo_u are aware"‘thavt"CA'I.‘.\./'ris, and has b:een:f‘or'rnany" i
years, regula‘ted' by'the Federa-ble"overnment,r.a"nd that 'F‘e'c_l‘er"ai control ‘is pre-
empti've in nature.. "‘l“h.e:refore, it vib's: obv1ous that ‘a_v’vmajor .p‘ortion.ovf\re‘gulatory
’a-rnbit"is already usurped from vyour»jurisd‘i'ctiIOn. _i "Moré'o{ze} ‘the scope of th1s
Federal control 1s .1mrnedlate1y sub_]ect to ‘e‘xpansron and such eipansmn is not
only pos51b1e, but probable and pubhcally predlcted |

At this p01nt I would llke to go away from my wrltten _
statement and I would llke to dwell for a mlnute on’ the fact that
you gentlemen have heard before you today and the prev1ous sess1on
‘constantly, cons:.stently,»Federal Communlcatlons Comm1551on - FCC
this, FCC, FCC, FCC - and I urge you to reallze that we: are 1n a
regulated bus1ness.v »‘ o o

I am regulated on a munlclpal level under an ordlnance and
a franchlse and I am regulated by the Federal government The'
Federa‘l‘ government s regulat_q.on;, ‘as: h_as be_en brought: out 1vn the'
ftestimony; has been very, verydconcentratedvand very; very controlling
: over t_he .last 3 ,.‘ 4, 5years -*--It:rhas» caused : a-r‘ecessi‘on’ in th'eﬁ
‘ cable ‘television: busivness. It has caused '.Jerrold' ‘Electron-ics, ‘as
Vthe unlon steward p01nted out to cut J.ts employee level practlcally
by 50 per cent. " We are now at a po:Lnt 1n thls 1ndustry where
the curtalns are. startlng to open at the FCC and regulatlon 1s now :
‘, ready to be promulgated wh‘lch w1ll open the gates agaln to CATV
development. o R e S .

For the State at thls p01nt and for your body at thls
‘poz.nt to take actlon before the guldellnes, whlch are comlng,
and you know they are comlng, are. promulgated would ‘be wasteful.-
It would re'sult in your actron being rendered moot .
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,, 'I‘herefore, the »exero_ivshe' we are ‘e;_n\gagqe,d. in ,‘_cjoday:,._;,we,ret,. it to result in
state utility control, will very likely or at lea_.st‘highly probably be renderved»
futile and moot by 'irn'pending ‘Federal action. - To mo Ve-to legislate befo're such
deterrniaation w‘ould”be foo'lhardy at best and wasteful at least.

Third; it must be recognized that many munini‘pal,lities, acting
properly and in vgo“od conscience, have alr}eady establ_ished ,‘CA’VI‘V regulations in
accordance with municipal ordinances. These regulations vary greatly from |
community to community, as each oornmunity varies. This fact bears recognition,
Each community treats CATV differently than others, because each community
is different, and CATV is a community business.

The.ref‘ore, any vl.egisl‘a-tvion: broposing to negate, nullify or alter the years
of legal cor‘nmitmevnts entered 1nto ‘in good faith byy lthe ekistrng muaic.ipalities and
operators must also in good faith take ihto a{c“courvlt‘the »rvealities of existing
municipal regulations. If such is not done, then justice is not done. The cities
and operators have a constitutional right to their contracts.

Further, i‘t must be realized that many muhicipalities in the State of
New Jersey have already refusedto grant CAfV o’p”e‘rkati.onipermits. Those B
wishing to transfer that de01sron—mak1ng authorrty‘from those c1t1es
and townshlps to another body must recognlze that they are deallng
in an area where thelr decision may not be thatvof those who are‘
affected. | - - :

if i may, Mr. Hollenbeck f would say thls bortlon was
written 1n here before your statement I w1ll go 1nto 1t

I thlnk there was a s1lent force,ln my mlnd,about thlS

proposed leglslatlon. I thlnk that 1t is unfortunate that after ——
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| ' ASSEMBLYMAN HOLLENBECK- ‘Afe'ybﬁ”réfefring’to the moratorium
or 21387 | o | | R |
- MR. LOFlUS; I am referring_to;theroriginalebill.y ‘
| ASSEMBLYMAN HQLLENBECK:V I was‘referring’to the'moratoriumv
MR. LOFTUS: Not at this point. ~But I think a silent
premise was:there.? itfhas;beenjdispelled7in”my mlnd. rI:think
‘it is unfortunateuthatrthefmedia;“afteroallhthe extensivegtestihony
that was. before'thisubody}:pickedtupfanVunfortunate:few'parcels,'
of it and chose to publlclze 1t as: broadly as they d1d But I
think that- premlse was and may contlnue and I thlnk 1t 1s 1ncumbent
upon this Commlttee to dlspel 1t that the underlylng contentlon is -
that the 01t1es are elther 1ncapable of regulatlng or, 1f they
are'capable, are corruptly capable. I agree w1th you that that
premise is not correct and that 1s not the bas1s for this leglslatlon.
| CATV regulatlon belongs at and 1s best accompllshed at
two levelsr-- Federal;and,Mun1c1pal.iilf,we;canwdepart here, I
think we have to:look at the’point'as'tofwhat'the-Statels areab'
of regulation is. And I thlnk you, Assemblyman Weldel have
probably the mostvp01nted questlons in thls area. We espec1ally
get: down to the 1ssue of the moratorlum.i It 1s very loglcal to
say that we don t know what we are g01ng to do here. There 1s
an area, there is an amblt where the State is 901ngwto come in
'and regulate. And I am not. afrald of that. I am not afrald of
it at all.’ I am already regulated by the Federal Communlcatlons
COmmission. I am already regulated by the 01ty and I do not fear

State regulatlon. What I fear 1s 1mproper State regulatlon. ‘That
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is what I fear and that  is the basis of all théitestimony
Ydu have before you today. - o T

£ we are going to:he regulated, let's understand
“what the business is and the way to regulate it., And I do
not acree that you start off with the assumption that if we
don't put the boot-hesel restriction moratorium on a municipality,
therefore we are ' going to be caught behind the barn door’
when we get to the point that we do regulate. I believe-‘that
oroper State regulation will be in the form of guidelines, -
will be in the form of instructions, will be ‘in the form
somewhat of policing perhaps’. But I do not believe that you
are going to get down to the point where you are going to
be that deeply involved with ﬁhe actual operation and running
of CATV systems before the franchising thereof. I think
that area is pre-empted to you by the Federal Communications
Commission. I think the guidelines are going to be more to
the runicivalities than they are going to be to the states,
and I think the statés are going to be relegated to saying,
"All right, we have these Federalléﬁidelinés telling municipal~
ities whaﬁ they must folléwwénd oﬁr fﬁnétign truly is to police
and p:aper;y,regulatekin the pub;ic in;erestc“ I do not
believe that that is properly acComplisﬁed by more or less
biting down on the bullet and:sayiﬁg;'“LbOk, if We‘don't
do sqmeﬁhing now:and stop‘thégé pebple ffom‘grantihg these
franchises, they are going to do things completely improperly,"
pecause I think the ﬁuhicipéiity nas a correlative right,
if vou can tell it, "You can't do anything until we move," to
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say, "Don't you do anythlng untll wer move.". I think there
is a tremendous area here of needed llalson.

- I am not speaking as a man ‘who is trying to run
around and get a. lot of other franch;ses, I-dO,knOW~thlS, that -
I fear the possibility of a moratorium.pecause a»moratorium
_always>lends,itself toua,continuation;mvIuthink,"moratorium"
is an ugly word. Any time~you-go into a business man and
tell‘him,from a State levelvor a munioipal'ieVelfwthat we
don't know what,to,do,pthereforerwe,are goingafostell you
you can't do anything,oand we“donft;know¢what7We are going
to teli the;citiesvand‘the towns, therefore, we‘tell them
they can't-do‘anything, I thlnk you are turnlng your back
- upon .the proper, munio;pal, $tate; Federal leglslatlve process
that this,country has developedlon, QI.really do not 1n,
my own mind fee; it;is’proper to tell somebody; "Stop, until
I tell you to go.". That isinOt the way you discipline your
own ohildren. That is not>theiway younrun,your_business.

Those are my comments;,gentlemen.,

ASSEMBLYMAN HOLLENBECK-' Thank.you;. Any questions?
[No response ] Thank you very much.

Mr., Scarpa.

JOHN F. SCARPA: Chairman Hollenbeck and
other members of the Commlttee. '

; My name is John F. Scarpa, General Manager of Natlonal
Cable TV Systems, in Avalon, New Jersey, whlch is down 1n
Cape May County. 1 presently serve" as Vlce President’ of
'the New Jersey Cable,Telev131on;A55001atlon and it is in

this latter capacity that I appear before you today.
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The New‘Jersey Cable Telev131onvAssoc1at10n and lts
bmember CATV systems were shncked and‘surprlsed at the.lncldents li
of. alleged extortion mentloned in publlc testlmony before thls |
’_Commlttee on Aprll 18 1971 We also, of course have read 'Hhth
: artlcles in the newspapers iny01V1ng sa1d testlmony Whlch appeared
shortly thereafter.: The newspaper artlcles, of course,‘empha51zed
the, sensatlonal" nature of these statements and almost w1thout A
_exceptlon falled to report the po81t1ve testlmony relatlng to cabLe
.itelev1s1on operatlons 1n thlS state.. ‘ |
. ‘The-inc1dents ‘reported to thlS Commlttee, 1f true,‘ob—;p

viously representvcomplete‘aberratlons 1n a long and consistently‘@-
-honorahle’course of conduct onvthe part.of 1ocal electcd off1c1als
and operatorsAof CATV systems in thls slate oyer an ektended perlod.

. of,tlme. T can say without quallflcatlon .j~- and.I»aun sure

vto the dlsmay of the press - that in my many years of

'exper1ence 1n the CATV 1ndustry 1nc1dents of this sort have never’5

; happened to me personally nor have 31m11ar 1nc1dents come to my

attent1on.v A poll of the operatlng CATV systems in New Jersey also_

a,conflrms thlS fact. |

: Our experlence‘w1th elected offlcrals has unanlmously

‘ ebeen that they have awarded CATV franchlses An good falth with -

:f absclutelyrthe=best interests of”theirﬁrndividual-communltles at

bv'heart.'f’»"' | - P
However,‘our State‘Assoclatlon is concerned about the.

'reports of these recent 1solated inc1dents of such alleged conduct.'

i‘As a matter of Assoc1at10n policy, I wish to state publlcly that.

we will forthwith.expelvany'memberFOstUrLASSOC1ation’who has-proven
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to haye enga"ed in such”highly lllegal conduct.' We‘decry such
attempts Lo subvert the regular and legal processes of awardlng CATV
franchlses and w111 not tolerate such conduct on. the part of any
member of our Assoc1at10n. We urge the State Attorney s offlce to
promptly 1nvestlgate any reports of such conduct and to promptly “
-bring to justlce any person, be it elected off1c1al, CATV system
operator or franchlse appllcant‘who engages 1n same._d |

In order to. put more "teeth" into law enforcement in thlS'j
area and to more effectlvely ensure‘the prompt‘conv1ct10n andlv‘
%punlshment of persons engaglng in such actlvlty, our. Assoclatlon
has taken the llberty of hav1ng 1ts Counsel prepare proposed crlnlnal
.‘1eglslat10n whlch would spec1f1ca11y deal w1th thcse matters.v:I}c‘ )
offer for the very serlous con81dcratlon of your CommJttee two Bllls »
whlch we have,drafted ;n:thlstconnectronrh:One*would make-lt'a separate
and distinct crimeipunishable.kby':a fine :of»_not more than $1o_l,_o;oo_.'oo__
or inpriSOnmenttfor not:morevthan:fiye years;ror both,hfor;any'vi
elected official localror'statevorlemployee_of,anf‘Political:sub;r
divlsion of the State of New dersey whosstipulates.for orxreceives
or consents or agrees to receive any conslderatlon from any person
for procurlng or attemptlng to procure for,such person the grant
, of a CATV franch1 e, ;_gi‘“ tortlon. The second Blll would apply
's1m11ar penaltles to any person who‘pays or offers or promlses to
‘pay any cons1derat10n to any elected off1c1a1 or employee of the :
state or local government ‘for- the use or promlse to ‘use- any influence
to procure the grant of a CATV franchlse, i. e., brlbery..-,v;‘-

I would requestfthat'copies of theselproposed 3;llsrbe;
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ihcludedein the record of this proceeding and would urge

this Committee and. you, Mr. Chairman,  to promptly introduce

them. They have the unqualified and wholehearted support

and endorsement of the Nequersey Cable Television Association:
Thank you. : , o _
ASSEMBLYMAN HOLLENBECK: Thank you. I think Mr. Lee

has copies of these and we will include both of them in

the record. And we will certainly have them examined and

evaluated before the next regular meetlng of the Committee

so we can discuss them in detail before proposing them for

introduction. I want to thank you very much for them.

(Proposed bills submitted by Mr. Scarpa
can be found on pages 105 and 106)

I think you have something T hope is going to come
through to tell us about. »

MR. SCARPA: I thought instead of talking to all
my attorneys andhaccountants‘l should go right to where the
horse is and I went down to the Comm1551on to see Mr. Sol
Schlldhausea> I was 1n Washlngton and T spoke to him on
the telephone and I have a statement whlch I would like to
read to you, w;th your perm1331on@

(Reading) o , ‘ '

I have recently been in contact with Mr. Sol
Schildhauseﬂ Chief of the Cable Television'Bureau of the
Federal Commuhications Commission. I have been authorized
by Mr. Schlldhause to 1nform the Committee that the FCC
intends to totally pre- empt the field of CATV regulation
within the next sixty days. Mr, Schildhause personally told
me within the next thlrty ‘to forty-flve daysa vBut as Mr.
Matthews p01nted out, we state SLXty@v Some regulatory
/authorlty may subsequently be redelegated back to the
munlclpalltles@, , : |

Mr. Schlldhause 1ndlcated that if members of the
Committee or its staff desire te contaet him, he and his
staff would be more than happy to cooperate Wlth you in
’dlscu881ng and coordlnatlng this issue.

I, therefore, submit to‘you that the State of New Jersey
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take no actlon at this tlme until the .FCC determlnes redelegatlon“
to elther the State ‘or the mun1c1pallt1es. ' ' ‘
ASSEMBLYMAN HOLLENBECK~ I have several - questlons 1n
that area, but I w1ll dlrect them to counse] .when. he . returns.‘ ‘
"I want’ to get back to your flrst statement ‘ It seems to me from
the tone of your statement that your Assoc1atlon or- your ’
operatlng TV dealers’ have a problem - I don t thlnk you are
expres51ng it dlrectly, ‘but 1t seems to me yod are 1mply1ng
that you have a problem w1th franchlse hunters who seek: to
,gather franchises and then just s1t on them for a perlod
of tlme, hoplng for a blgger party to come along and buy them ‘
out or the FCC to do somethlng to put them in a more favorable
prflnanclal p051tlon.; Did I read you correctly7 Can you',[-'7
clarlfy it? . ‘ »1‘ ,‘p . __'_ o ‘ "5 LI
MR. SCARPA: Not in”‘its ent‘irety, no. “What ihavef
attempted to say 1s that 1n New Jersey we, as operators,
people 1n the bu51ness, are concerned because we are the‘:'
guys that the darts are belng thrown at S , :
ASSEMBLYMAN HOLLENBECK-f Of course, but is there 1n o
your oplnlon a problem7‘ Is- there an element ex1st1ng,_,' L
tgroup of people who Wlll ‘go’ 1n and buy franchlses just to
sit on them for the future? lf . S : ."‘ .
_ 7 MR, SCARPA-} No,,51r, not to my knowledge. I thlnk
‘there is a reason for delay 1n each spe01flc franchise whlch
has been 1ssued. Some of those have been ordered by the FCC
There are, I am sure, economlc reasons 1n areas where 1t may
not be practlcal to bulld 1n one small communlty and two
may be needed, whlch would be prov1d1ng those serv1ces. 1‘ N
But I know of none where so—called franchlse hunters part1c1pated.‘
' »‘ASSEMBLYMAN HOLLENBECK- All right. : o
 ASSEMBLYMAN' VREELAND. Have any of"’ these franchlses
fgone~by default to- your knowledge°‘f ‘,,_”v } o .}(3
R MR SCARPA- ' Have any franchlses in- thls State defaulted7
~ ASSEMBLYMAN VREELAND : Yes.; e |
 MR. SCARPA: Yes, s:Lr." |
ASSEMBLYMAN VREELAND: Are there many?
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MR. SCARPA: Off'the top of my head, I can think of
one or two where they were not a default of the cable
company but because of FCC rules 1mp081ng restrlctlon of
distant 81gnal 1nto the area. The franchise perhaps had an
18-month clause in it wherebybconstructlon must be under way
or completed at that stage, and it did not happen, ‘

ASSEMBLYMAN VREELAND: It designated the tlme then.

MR. SCARPA: The franchise?

ASSEMBLYMAN VREELAND: Yes., |

MR, SCARPA: ers, Sir“ Most ordinances do, iucidentally,
spell out that the serv1ces must begln and commence by ﬂ
certain dates.

ASSEMBLYMAN VREELAND: Thank you very much.

MR. MATTHEWS: Just one p01nt I wanted to make to you,
most modern CATV franchlses - and they are based on the
franchises suggested by.the National Institute of Municipal Law
Officers or‘the League of Cities - contain a provision that
trafficking in franchises is'outlawed and that the specific
approval of the City Council has to be obtained before even a
mlnorlty interest can be transferred and we supportlthata ‘

ASSEMBLYMAN HOLLENBECK: Mr. Doherty.

BRIAN K. 'DOHERT Y: When I prepared my speech,
I was prepared to. say "Good morning."

ASSEMBLYMAN HOLLENBECK: It's afternoon.

MR, DOHERTY: It is afternoon and running into evening,
so I will keep it very brief and to the point.

My neme is Brian Doherty and I am Vice President
of Tele-Mark Communications.  Tele-Mark Communications is a
wholly=-owned subsidiary of Columbia Cable Systems, which is
located in Westport, Connecticut.

‘What is Tele-=Mark Communications? I think I should
tell you this, gentlemen, because this action that you propose
to take of a one-year moratorium does directly have a great
deal of implications in towns adjoining the towns that we
service at the present time.. Tele=Mark operates a cable

system in three counties and seven communities in those
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counties. We operate in Morris County, Bergen County and
Passaic County. We operate in seven boroughs and cities,
starting with Ringwood[ Wanaque, Bloomingdale, Butler, _
Pompton Lakes, Wayne; and we also adjoin many, many communltles
that would and do call us every day and request service.

We have 22 employees at the present time, We are addlngi
them at a rate of about one every month We have a payroll
of upwards of $l75 000 a year. We are conStructing a plant
in Wayne right now which we have a franchlse for and

Wthh stlpulatlons under the franchlse mandated that we
complete our constructlon of the entire c1ty w1th1n five
years. I would report to you at this tlme that we are
approximately after less than one year s constructlon 85
per cent complete in'Wayne;r We are also continuing building
in the other cities, both as the need arises and as new
homes come into avallablllty of cable° Some of the towns
from whlch we have gotten many calls include: Klnnelon,'
Boonton, Llncoln Park, as far down as Par51ppany, wantlng
to know whether or not we can glve them our service; in
Bergen County, Franklln Lakes, Wyckoff, Mahwah, Rldgewood
Midland Park, Glen Rock and Fairlawn. We have received
calls from all of these places,.wanting;tO'knowbif we could
give them service. I think one of the reasons we have
received the calls is that we are the only operating system
at the present time in the State of New Jersey, delivering
to its subscribers via microwave from the New York Telephone
Company from Madison Square Garden, all the home Knicks and-
Ranger games, including the NIT playoffs, the $210,000
Madison Square Garden Tennis Tournament, and so on.: There
are many events that come over from Madison Square Garden -
we service on channel 3. .

How would this proposed- legislation directly affect
the communities that I have mentioned? To begin with, as you
have been told in prior testimony, to get a franchise in
many of these areas does in -fact take -at least a year..: To

start construction,  to build, may take as much as six months-
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to a year after you receive a franchise. What you are
proposing here today is to put a freeze on all franchises
in the State of New Jersey. What I must tell these'people
when they do call our company and ask for service is the
probability of our servicing them with what they want wiil
be -a minimum of one and probably five years away. I don't
believe myself that this legislation is qoing’te solve any'
of the problems that are before you gentTemen today and I
don't really thlnk that anybody believes that. :

Needless to say, the controversy over thls has glven
the cable TV industry in the State a black eye, certalnly
not due to these hearings, but certainly due to the sensation-
alization of the newspapers. ' - D

We have tried in every way, shape and form to '
service our communities‘with the best pdSsiblencable TV
we can. - We have over 300 miles of plant at the present
time. When construction is completed, we will be in front
of 32,000 homes. If this legislation goes 'into effect,
again I stipulate we can tell the rest of these people whom
we planned on servicing, where we planﬂed on getting franchises
at one time or -another, that we will not in fact be in
construction for many years.

I mentioned that we had 22 employees. I think this
is a very important fact because we do generate a great deal
of cash in the State in the form of such things as taxes
and many people are very happy working for us. We hope
that in the very near future we can start trying to acquire
other franchises within the area that we can service riéht
from our own head-=in, Obviously if this legislation passes,
we will not be able to. Therefore, we will not create anyv
more Jjobs and spend anyntme moneyﬂin the construction and
‘giving to the peOple the services that they very desperately
desire and want. =

" Also, whether you‘are‘aware of it Or net, gentlemen,
Madison Square Garden has offered this package to every cable

TV operator in the States of New Jersey and New York? eThlS
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meansﬁthatfnowvfranchisehareas'that were either uneconomical
to‘build or_that_Were_not‘sought:after;as;franchise;areas;r'
have somethingito:offer the people;pther'than~offfthe—air~
reception.‘ Invconjunction with the Madison Square«Garden
7 package that we g1ve our people, we also do. local orlglnatlon
programs. We do 15 mlnutes of news every. 51ngle day for-all
’seven communltles, telllng them- exactly what is g01ng on
in thelr communltles to keep them in. touch. We do- local ‘high
school baseball games, football games, basketball games. -
Ve do thtle League games, Pop Warner League, PAL: games.p
- We have a - 24 hour message ‘channel for local orlglnatlon that
vglves club meetings, counc1l meetlngs Boy Scout meetlngs,
etc., as a service to the communlty at no- charge to the com—‘
munity. We have covered in. the past: and do- 1ntend to contlnue
to»covervelectlon.results_on,a;wldeg basrs from the different
precincts all over‘the cOmmnnities that“We ‘service.
- We have a situation w1th Paterson State College

' now where they w1ll be g1v1ng us one hour per week of their.
own programmed materlal. And, of course, as,l,mentloned,
we have the Knicks and the Rangers. e i
" We have other programs pendlng.v We . are now working with
one of the Medlcal Assoc1atlons to. put a channel on strictly
for doctors for educatlonal purposes.g These are realltles,
gentlemen.‘ These .are not ple—ln—the sky dreams that a lot-
of people are talklng about.igl,' ' R

We have a great deal of’ experlence in thls area. -We;
hope to contlnue to grow in. thlS State. We. hope to give the
needed serv1ce that many people want but we don' t feel as
: though we w1ll be able to do 1t 1f thlS bill is passed 1n
the very near future. 7 . ﬂ . L .

I do have a prlnted statement that I w1ll glve to you.
» Some of the p01nts 1n it, however,;I would llke to touch upon.
T thank you for clearlng the air as to the reason for this..
'Commlttee, that 1t 1s not to study the allegatlons of bribery
‘ or anythlng else in the State._ However, you must admlt,
,,gentlemen, that the notorlety that we have recelved has hurt
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us a great deal in the public's eye. "It has also resulted

in a great deal of mistrust of the locally-elected officials.

I think it is important that we don't act hastily here,

that the legislators in the Senate do not act hastily, and

pass a bill that is trying to do what all thé othexr power’

manipulators in the broadcast field have been unable to do

on the Federal level - stop = this industry in this State.
That is basically what I have to sav. If there are

any questions that you would like to ask, I would be happy

to try and answer them. : ‘ ' '
ASSEMBLYMAN WEIDEL: Mr. Doherty, & ¥ e you familiar

with the New Jersey CATV operating systems that were handed

out last time. The source was Television Fact Volume 2,

1970-71 edition, and NA means not available.
MR. DOHERTY: I am not .familiar with the document, no.
ASSEMBLYMAN WEIDEL: There are 2 1/2 pages of system

operators and in those first 2 1/2 pages the following

appear: Oakland by Tele-Mark Communications - not available.

In other words, your service is not available. Phillipsburg e
MR. DOHERTY: Before you bother going through all that,

I would like to straighten one thing oﬁt, Tele-Mark Com-

munications was a company that was owned by private individuals.

We, that is, Columbia Cable SyStems, have purchased Tele-

Mark Communications and Ringwood Ceble TV and cembined the

two of them tovopefate as one separate syStem, The information

that you are referring to in this perticular doeument’is‘

inaccurate'in”some'placesm' We do not hold any other franchlses

in the State of New Jersey, out51de of the one we haveo
ASSEMBLYMAN WEIDEL: I just happened to pick that out.
ASSEMBLYMAN HOLLENBECK: What does "not available" mean?
ASSEMBLYMAN WEIDEL: Well, they are'not'operatingc
MR. DOHERTY: It simply means that at the time ---

Agaln I cannot speak to why 1t says ”not avallable° ' I can

only tell you what T thlnk 1t means, If somebody were to

call me about a new system ‘that I was just startlng to build

and ask,'“What are your f1gures9 How many subscribers do
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you have," they are not avallable, more than llkely you
have no subscribers. , o o ; . ;
ASSEMBLYMANVWEIDEL: If you had a date next to it
when you started operating, you would have the number of
subscribers, wouldn't you? , : '
'MR. DOHERTY: I would assume so. . ,
ASSEMBLYMAN WEIDEL: I would assume so too.
Now Allamuchy has already awarded a franchise for a
CATV system to the Pantheeralley;Service,jIncorporated; o
Belvidere has offered a franchise, Bloomingdale., Bloomsburg,
Boonton, Bordentown. I could-go'on - 1l page, 2 pages, 3 pages, .
4 pages, 5 pages, 6 pages - all names - Ocean County TV Cable,
Plalnfleld Cablevision, Phlladelphla Cable, Jerrold Cable,
sterllng,Communlcatlons.— all awarded.; All of these have
been awarded-but they are not in operation.i Franchises have
been awarded. They are not operatlng.v Do you mean to tell
me that if we didn't pass a moratorlum‘every one of these.
guys would be operatlng thlS year’ » : _
‘ MR. DOHERTY: Well I can't speak for these people, sir.
I can only tell you my feellng on 1t.' , .
ASSEMBLYMAN WEIDEL: Well, why aren't they operat1ng°
You mentioned Essex. ‘Your name is mentioned here a couple
of times where you have franchlses and are not operatlng.'
MR DOHERTY._ I would state thlS, sir, that I think
1f you study the facts behlnd each one, why they are not in
operatlon . we would be»better served not asklngythe question
why'they are not in operation when the repfesentatives are not
'here. I have no idea why these people are not in operatlon.
I do malntaln that many of them are probably not in operation
~due to FCC regulatlons.‘ I thlnk 1f you study thlS, you will
flnd that many cities 1n the State of New Jersey fall into
that pattern. B - _ |
ASSEMBLYMAN WEIDEL° You say 1t is the FCC regulatlons.
When they are trylng to abrogate some cable TV contracts,
they are saylng it is because of FCC.C_They‘are taklng them -
to court. That's thelr defense - the FCC. 'What‘I am trying
'to_get at.ls‘thls. Take the Townshlp of Stfatford. I
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don't know where Stratford is but it has already awarded
a contract to Jerrold Corporation. They are not operating.
That’s-gone,‘jstratfard ‘is gone. They may have a five-year
- contract or a ten—yearfcéhtract, So we are not going to
affeét Stratford, Wanaque, Washington Township, Wharton.

We are not going to affect these. ' The only ones that we

are going to affect, if you add them all up, would be those
~that haven't already awarded contracts;  ' '

The electrical men were here talking about‘puttihg o
people out of jobs and here you have pages full of awards
where the work hasn't begun yet. S ' -

MR. DOHERTY: Again I can only talk for myself, sir.-
I can only tell me what you will do to me, to my companylw
and to the people in my area in Morris County and in Bergen
County. Many franchises have not been granted there. Many
people have not even gone after franchises for mahy reééoﬁs,
economical reasons mainly! Our company feels that‘we have
proven to ourselves that we have been able to take a company
such as Tele-Mark and show that it will be profitable at
some time, perhaps a‘great deal ldnger than the normal
system will be profitable, but that it will be profitable.
‘We feel that Franklin Lakes, Wyckoff, Ridgewood, Midland.
Park and these towns can be built now because of the Knicks
and the Ranger package that we have now, because of the
- local origination that we are doing, and that by simply
saying to these people now that we are sorry because of
whatever reasons they are - and I ‘am not quite sure what
they are - we're not going to allow you to have the service
that some 5,000 have in 3 adjoining counties and cities
havebecause we don't feel that it is going to properly
service you --.I don't understand it, sir. I know that -

I have to tell these people now if this legislation does

go through that most likely it will be many years before

they.Can'get»this<serVice‘and>I don't think that is giving

the public what they deserve. = - B . ‘
ASSEMBLYMAN WEIDEL: Now maybe you can't answer this
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questionuandpif,you‘oanTtykit,is:al;;right,l Let's take -
the Warren.cableLQOmpany in Greenwich Township.t‘Iidonft,
know whereﬂit is. . Somebody says northxof Ehillipsburg,
They are not operating but'they haVe‘a'franohise.f_Do other.
companies come along and buy this franchise?" L

MR. DOHERTY I wouldn t know.if. they would buy that -
one, sir. . I wouldn't have any 1dea.-w_ -

ASSEMBLYMAN WEIDEL: Can they sell 1t" . .

‘ MR.,DOHERTY; I haven't any idea. I donft'know if

they can. | o ’ _.b ;j TR e

ASSEMBLYMAN WEIDEL- O.K. I'm. asking the ‘wrong. man{.=..

MR. DOHERTY: . You should ask the people who own the
x,franchlse. I haven t any 1dea.r oo . ‘ ‘ .

. ASSEMBLYMAN WEIDEL: No. I. want to ask the attorney..

I don t have to ask the people who own the franchlse.,,ﬂ
hThey have an Assoc1atlon here representlng them. I'1ll ask
the attorney. Thank you. . . e " A T
. ASSEMBLYMAN HOLLENBECK. iThat '_s a,l.l. ‘T'h_-a,nk you Vvery'_ -
much.“ S o "1 : }yk S L
Do youﬂwant to wrap this‘upL_Mr,kMattheWS?vh
JOHN .D. .MATTHEWS: Before I answer a number
of Mr. Weidel's questlons, I hope,objectively and toihis}
satisfaction; on behalf of the Association I. Want to“commend
this Committee.. And I am not throw1ng a lot of w1ndow=’
dressing on you. I think if you think about what happened
today, you will find that this se851on, at least in’ my
opinion, has been much more.productlve for you than the
firstyone; I have observed thatwyour‘questionsﬁaregmuch:2"
more pointed;. you are learning a lot more about cable and .
you are really gettlng down to the nltty—grltty in some. of
the questions- that have been asked. I thlnk this is part
vof the education process. For that reason -and others,vI,'
~would recommend that. you continue these. sessions and these
hearrngs,l The questions have ‘been very polnted and‘I think
the testimony has been a little more,direot and to the



spe01f1c subjects we. are talklng about. e
- Assemblyman Weldel let me tell you why a lot of

these,franchlses;ewand,l th;nk»on_;nvest;gatlon you will
‘findvthey arevin{North;Jersey~e-have«not been built. On.
December 13, 1968, which the cable industry .calls Black
Friday,VEridayq-the;lBth,_the;iron;curtain,descended”on‘*
the.industrys—yThe&FCC put -an almost total freeze on CATV
carriage of‘television signals in the nation's top hundred
markets.. - . RSV : SR .
_ ' In North Jersey. most of .the homes are located, let's
say.. between Phlladelphla and New York. Believe it or not;
there is presently. in exlstencevan(FCC.1nterim.pplicy,that
says, if a town isn’t;located~within 35 miles of both New York
and Philadelphia;'they~can’tICarry the television signals on
‘a cable system from both ‘towns, even though you as a home-
owner could get it off your roof-top antenna. This is

the so- called footnote 69 overlapplng ‘market prohibition.

, It is. an awfully. easy story for me to tell in Washlngtono
‘I can go up on Capitol Hill and ‘say to a Congressman,-
"Congressman, you live in:Bethesda and just like myself -
who lives in Arlington, I can_get Baltimore off mY‘antenna
but a«cable'system-in,Washington,canft'carry Baltimore
*signalsybecauseawefare‘nOtKWithin 35fmiles~ovaaltimoreo"

He says to me, "The hell you-say - the FCC can't do thatJto
me. I watch Channel 2 'in Baltimore all ‘the' time." Believe
it or not, that policy is in existence rlght NowW.

Most of the franchlses that you are talking about were
obtalned prior to December 13, 1968. The people that got
them obviously, I am assumlng because they spent an awful
lot of legal money ‘among other things to get the franchise,
had every intention to go’ forward and construct. The- ‘govern-
ment came along 1n Washlngton and went, whack. You were
- going to supply, they said, those beautiful 7 UHF telev151on

_‘statlons in New York City to the people in that town, and
. they planned on that, and the 7+ 1n Phlladelphlaa Now the
Federal government has said yQu_can only carry half of those.
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The guy says., wait a minute - it:is not economically feasible.
Most of these.people~e:ande'can?speak7only-for:the
ones I represent‘—-'The Jerrold Corporation,whom you have.
mentioned, has’'a number of franchises in Jersey in the
Philadelphia market'essentially. My firm filed waiver .-
petltlons with the FCC over three years ago to allow them
to carry New York telev151on s1gnals.. They are still pendlng
at the FCC.. Jh : ‘
You mentloned Phillipsburg, New Jersey. A little
town near Phllllpsburg, New Jersey, is also represented by
my office. We represent the big system 1n Easton, Pennsylvania,
and Phllllpsburg. Waiver petitions are aiso pending. : The

. reasons that those systems have not been constructed in -

.my . judgment, and I think you. w1ll dlscover this by investi-
gation, have been because of,the‘restrlct;ve policies of
the FCC.. . - o | |

“. This isjwhyL:Mr.-Hollenbeck;TI would encourage your
~gCommittee_asyyou proceed in your deliberations to coordinate
'and discuss these matters with Mr;,Schildhause and other
people;in,Washington;' Mr.-Schlldhause can tell you.

ASSEMBLYMAN HOLLENBECK: We do intend to do so.

MR. MATTHEWS: - He will'pull the file and tell you
how long it has been pendlng and what efforts they have made
to get Federal permission. . . | . T ,

* Your second questlon was: . Do you mean to tell me, if
we don t have a moratorium, -that all ofvthese pending
.franchises shown in that exhibit are going to be built in
the next year? I can't sit here and tell you they are all
g01ng to be bUllt.‘ I do know thlS:. The timing of. your -
moratorium, as far as CATV expanSionvinuthis State is' con-
[cerned,qcouldnft be worse;x'The;FCC, apart from taking pre-
emption action in the‘nextq60.days,.is:we desperately pray
hand,hppe‘—_and the Chairman.says they'are going to - going.
to take the wraps off cable. They are going to remove thlS ‘
restriction that says you can t carry New York and Phlladelphla.



Everybody agrees with that.

. I.am not saying all of those business men are going
to go forward, business men whose plans were thwarted
by the FCC two-or three years ago, but T know a substantial
number of them, once they can get permission from Washington
to carry the television signals they.hadvoriginally planned
on carrying, once they get that authorization.and wo expect
that to happen shortly, then you are going to see a lot of
start-ups- '

This is.not unique to Northarn Jexscy. - The nation's

top hundred television markets have been frozen for cable
development since December 13,-1968. The Commission put a
freeze on while they studied it. They completed their
hearings. They are now ready to open them up.

ASSEMBLYMAN WEIDEL: Then Newark, New'JerSey,’couldn‘t
nhave it if they wanted 1t, could they?

MR, MATTHEWS:  Newark can have CATV if they want to carry
New York signals, which the people can get with rabbit ears,
but they can’t carry Philadelphia in Newark. '~ That is what
makes that plant economically feasible. There are three
beautiful independent UHF television stations in Philadelphia,
carrying all sorts of sports and other programs that are not
available out of New York. = These cable'people sell additional
programs.

ASSEMBLYMAN WEIDEL: Why does this statement here show
Newark having two - Community Cablevision-CorporaEion and
Teleprompt? ' '

MR, MATTHEWS: = Let me answer that guestion and'Ikwill
“also answer a guestion that Chairman Hollenbeck very properly
raised about where these statistics come from. There 1is
no central repository for statistics or information;concerning
the cable television industry. The FCC had a oné-shbt deal
where- they asked cable systems in operation to supply ownership
information to them about'thyyéars ago. They are not proposing,
as they have required df{bf5adcast-stations for years, to

file annual ownership reports. Every time a stockholder
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changes, my television or radio client has to file a paper
with the government, saying that the stockholder who had
5 per cent, now haS‘le'and‘he‘sold‘it,tovso-and*so and
the guy he sold it to isn't‘asfelon.br*an”alien;
| They are proposing to impose those regulations on
cable but the rules haven't come out yet. -We have had = |
piecemeal pre—emption’aS'we.have gone along. - They have ’ j
been ‘taking a little bite out of our shoulder every six J
months for about the last four or five years. - Now they
‘are ready to take it all. | | ‘ v ’
The only substantlally accurate repository for cable f
information, which is where“my office obtained these -
’statlstlcs and . they were prepared in my office, is Telev1s1on
Fact Book, which is a natlonally—recognlzed volume this
thick (indicating) - I . E
. ASSEMBLYMAN WEIDE'L: . That's where these were from.
MR. MATTHEWS: -- which contains all of the available
,information:ontCATV. It is not available atlthe"FCC and
unless-you want to oall every City Clerk in the country to
find out the material, this is the best place tofget it. e
The NA means not available. That may mean in'some‘cases
‘when the edltors of Telev1s1on Fact Book called the company
and said, "How many subscrlbers do you have," the guy sald,‘
"Go to hell - I'm not golng;to.tell,you how many;subscrlbers
I have," and they listed it "not available." It is the
‘best there is .at this p01nt and 1t is not aocurate.ﬁ I
'would guess that it is probably not ‘Tmore than 80 per. cent
accurate, if that. : L : : ;
- ASSEMBLYMAN WEIDEL: I will ask one more question.
One, 1n your estlmatlon, wou;d a city like Newark award
two of them? L e ' |
- MR. MATTHEWS : I am not famlllar w1th that.
ASSEMBLYMAN WEIDEL~ I am not. sure that they have.

All that I know is that this Fact ‘Book that you- are referring

to says, Communlty Cablev1s1on Corporatlon and Teleprompt.
"‘MR. MATTHEWS.w A number of c1t1es throughout the United
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States have awarded several CATV franchlses on the theory,
I guess, that they sald about Jeff Stewart, "He got there
flrstest with the mostest " or somethlng and one of them
they thought would startlng bulldlng rlght away .

'~ The major cities that have awarded franchlses have
awarded them in geographlcal areas to individual companies.
There are six franchises extant rlght now for the City of
Phlladelphla whlch_were awarded about four years ago. We
were scheduled forlhéaring at the FCC to get our authQrization
to carry television signals. We have retained our economists,
our engineering experts. I was involVed in the case in
the fall of 1968. In Dedember, they froze,all the hearings
and dropped the curtain.

Philadelphia awarded franchlses to individual sectlons
of tewng New York Clty has done that. There are 17 appllcants
for the City of Chlcago rlght now. And if you don‘t think
that's a cat flght, it really is. Chicago will probably do
what Phillyiand”New York did. ‘They_will divide the city up
into segments; , ' | |

The Public Service Commissioh of the State of Nevada
where T tried.the,case abott two and one-half years ago -
and there is not a_fdot of cable laid out there yet - to
everybody’s surprise split thebbaby in half. The two local
newspapers‘were‘applying for the franchise and rather than
pick between the two of them, they gave them each half the
town. My client didn' t happen to own a newspaper so he
dldn t get the franchtf>from the Public Service Commission.
That i8 a case where two franchlses have been awarded in
a relatlvely small town. Las Vagas has two or thres hundred
thousand people at best,"It‘is not unusual to have more
than one. . . =v

Mr. Hollenbeck you had some qu@stlons for me, I
believe. . S = N .

ASSEMBLYMAN HQLLENBECK; Yes, I wanted to ask you
about the fotthcoming_FCC.regulations. ‘To your knowledge
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‘1f they were to be 1ssued w1th1n 60 days when would they }
be effect1ve° By that I don t mean I want to know an ,
exact date._ But would it be in effect 1n “two years or one
year or 30 days or three years? I realize this 1s the case in
many of’ these regulations.b They are issued to be effectlve
one year hence. _ : _

MR. MATTHEWS. To use a phrase that has been used here
before today,,I don't intend to ~cop out on that question.

It is always a little difficult for a lawyer to predict what
a government agency lS gOing to do. I would prefer that Mr.
Schlldhause be more definitive and spec1f1c with you, but
let me tell you what I think is g01ng to happen. In about
60 days the FCC is. going to say, t he Supreme Court told us
we “have all the Jurisdiction we need to regulate all aspects
of cable telev151on. We hereby pre- empt the entire field.
‘We think that the c1t1es and states ought to follow these
_guidellnes un awarding franchises as, for example, in the
'communications 1ndustry you can't glve a franchise to a
convicted felon.' An alien cannot own a broadcast station ’
1n the Unlted States. Those are some very obvious examples
of the qualificatlons you will see. You will have some
preliminary standards and I thlnk you will have continuing
standards coming out of Washington over several months. I
think you qould probably have your preliminary standards by
the fall. And as the Comm1s31on learns more about cable and
what proper,role you people should have, I think you will
have them comlng out on a continuing basis.

We have had what I call in Washington - we talk about pre-
emption - we have had piecemeal pre-emption for about four
‘or five'years in cable. About every threetor four months, we
_ get a new rule, which is something that‘nobody‘did‘before.'
Last,year they said we could advertise on cable. - Before
that, they said we couldn't. 'They said you had to originate
on cable systems last-year.' TWo years ago, we didn't have
that rule. Now we have to pay fees to the Federal'government,
30 cents a subscriberfa'year. Last year we didn't have to
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pay any fees. It has been coming piecemeal, piecemeal,
piecemeal. You talk about thé'hbrse,gétting out of the
barn. The FCC is worried that your'horse"is going to get
out of their barn unless they do something fast and that
is why we think they are going to do something in 60 days.

ASSEMBLYMAN HOLLENBECK: Very good.

MR. MATTHEWS: I would like to just end up by again
coﬁménding your Committee, We urge you very, very, very
seriously to continue these hearings. If you see fit,

Mr. Chairman, to schedule further hearings, our suggestion
would be you schedule them for the fall. We think you will
have extensive FCC guidelines and actions by that time,
which will more properly assist you in the performance of
your duties. ‘ , I

- I can assure you that this Association will cooperate
with you entirely at that time‘in the formulation of Whatever
state role that has to be played. We stand ready to assist
you in any way possible. o o

T would, therefore, suggest that you not adjourn these
hearings without date but that you continue them, that you
have further hearings, that you schedule further héarings
for perhaps October of this year and await the FCC's pro-
nouncements.

ASSEMBLYMAN HOLLENBECK: That is our consensus, that
we are not going to finalize the hearings today. that we are
going to continue this sometime in the fall after we have
been able to go down to Washington and meet with representatives
in the FCC, after they have acted and we can see the scope
-of their activity and the extent within which we may be left
to work. , ‘ ; ,

MR. MATTHEWS: Thank you, sir.

ASSEMBLYMAN HOLLENBECK: Is there anyone that we

‘missed? If not, thank you all.
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STATEMENT OF EDWARD B. LOYD
. BEFORE THE : ' o
COMMITTEE ON TRANSPORTATION AND PUBLIC UTILITIES
- ~ OF THE :
NEW JERSEY "STATE ASSEMBL‘Y
Chairman HOllenbeck'andcmembers'of the Committee; my
Tnamebis EdWard‘B hoyd 1 am-president oftthc'EsseX'Cable
TV Company, Inc., Wthh holds CATV franchlses throughout theb
State of New Jersey . - ‘
| As holder of these franchlses, our company hasua very
real chance to part1c1pate in the future development of the
cable telev131on lndustry.‘-You’have doubtless been»told-again '
'and agaln what a great future cable telev351on has——and the ‘ |
reason you ve been. told thlS so often is that CATV gggg have
tremendous potentlal |
| | ThlS is partlcularly true w1th respect to the publlc -
serv1ce Wthh a CATV system can render its, local communlty
' Obv1ously, one aspect of this serv1cefls brlnglng-ln televrsion-'
51gnals Wthh subscrlbers are not otherw1se able to plck up
with thelr home antennas.' But there are also other aspects
of CATV' 's serv1ce.“' o | |
For example, 1f a CATV system chooses‘to orlglnate pro—‘
grams, 1t is very llkely that 1t w1ll do ‘SO w1th a 1ocal orlenta—
tion. CATV can be.usedvto~prov1de an 1mportant~means of |
expression within the community itseli;ifor example( by
'providing a,’meanslfor'elected officiaIS'tovinform.the people
they‘serye. CATV can also prov1de an 1mportant outlet of |

expre581on for mlnorlty groups or other segments of the
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‘communltyiwhiCh needtand deserve:the‘opportunity‘to‘express
thelr views to the publlc. Thls 1s a partlcularly promlslng‘(
aspect of CATV serv1ce because access to cable promlses to be
ea51er than 1t 1s for other medJ.a.’f“~ o | | |

| Many systems devote large amounts>of thelr‘programmlng
time to dlscus51on of local 1ssues of publlc 1mportance | Often
they will have panel.and lnterv1ewvshows featurlng local
personalltles or local off1c1als. -

A Most 1mportantly, many systemsvgo 1nto the communlty
to. recrult talent for thelr shows. Or, they w1ll seek out
people 1n the communlty who are 1nterested 1n thlS sort of
thlng and traln them. Many tlmes thlS w1ll mean that students
are glven a chance to try thelr hand at produc1ng prOgrams-e'
“and at the same time get started on the way to a future career.
‘ | Thus, a CATV system can serve 1ts communlty in two
ways——by promotlng communlty understandlng, and also by
prov1d1ng addltlonal local jObS and often tralnlng for local
peoplc. : R S ) ,

B Of course, 1f a CATV system is 901ng to be able to do
‘thlS sort of thlng, 1t must be allowed to operate w1thout un-.
reasonable restralnts 1mposed by the government If a CATV
system has to functlon burdcned by all ‘sorts of.restrlctlve‘
laws and regulatlonsyllt just cannot dcvelop in a way that
Vallows 1t to devote tlme and money to the type of publlc service
I've outllned here.- Thus, 1t becomcs 1mportant for any CATV
regulatlon:to beph;ghly-flex1ble,,adaptable to.the necds of
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.the individual system,'and;imOSt.imbortantly,-of'the community
the system seives.: o i o | | o

Now, 1t 1s clear that the one approach to regulation
which gives the most flexibillty is a system of purely local
regulation.v Wlth such a system, each communi ty can determine
what it wants and ehpects from a CATV system, and then worP
to enforce those needs and desires.‘

In my experience in obtainlng franchlses in a large
number of comnunltles, I ve found that each c1ty government
I deal w1th has dlfferent ideas about CATV. Each c1ty has
dlfferent requlremtnts.' And as a result, each franchlse is
drafted somewhat differently. The cnd result is that the
service‘we give will be exactly what the community‘needs and
wants. | | | | | |
Further, should anyvproblems or new needs develop,
- the city will be aware of them rlght away, and Wlll be able to
come to us. And we w1ll be able to work out any changes Wthh will
enable us to 1mprove our serv1ce to the‘cityl - |
| Clearly, nothing like that could ever occur if a
far- away state agency was in charge‘of regulatlng cable tele-
vision. That agency probably wouldn t have any idea what Lhe
individual needs of a 01ty mlght be And 1t probably wouldn t
know elther whether and when those needs have changcd (

since I feel that 1t is SO 1mportant that CATV

‘regulation be continued on a purely local ba51s, I find 1t
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‘particularly sad that recent weeks,havefseen some unfortunate

deve10pmcnts for the industry,-ﬂOne mistake has all of a sudden

gotten peOplefWOrried1hboutdCAT§. Butﬂthat'one‘mistake”doesn't

represent what has been 901ng on in the 1ndustry
I was shocked and surprlsed at the 1n01dents mentloned_
in recent sessrons-of these hearlngs- 1f true, they obvrously
represent complete exceptlons to the long and conolstently
honorable course of conduct on the part of" local offlclals
and operators of CATV systems. In all my years of experlence
in this business, nothing of thls sort has ever'happened to
me personally,”nor'have‘Siﬁilar incidents come'to my'attention.
Rather, my experlence with elected offwclals has
always been thaL they have negotlated in good faith with the
best 1nterests of thelr respectlve communltles at heart. And

that this haslln fact been the,case has, I thlnk, beenvproven

;by‘the high quality of service exacted by these officials and

rendered by the various>CATV systems throughout the state.
| -Hopefully, 1f 1n fact these 1nd1 cretions aid ‘occur,
they w1ll not be exp101ted as excuses for repre551ve legls—
lation whlch will block the progress‘of CATV. If this happens,
the public‘would suffer—fall~becausebof one or two exceptional'
instances. | | | | »
CATV doesthaVe.the botential capability}of naking

a great contrlbutlon to the publlc, and this potentlal should

be preserved and nurtured rather than stlfled ~Otherwise,



the public‘will lose .all chance fo enjoy thclpotehtial
benefits of cable television. , |
Thereforé, I respectfully'urgeithat‘tﬁe legislation
you are now considering be rejégted; It is unwise, and,
again, would hurt rather than help_ﬁhé'qulic interest;“
Chéirman Hollenbeck, I wéht tQ‘thank yéu for

the opportunity to appear before yOu_today,
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PROPOSED BILL SUBMITTED ‘BY.-JOHN "F. -SCARPA'’
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ASSEMBLY, NO.

STATE OF NEW JERSEY

INTRODUCED MAY 1971

By Assemblymen

-(Without Reference)
AN ACT concerning the receipt of consideration for procuring
or assisting in the grant or authorization of a community an-

tenna television system.

BE IT ENACTED by the Senate and General Aséémbly’of the State
of New Jersey. ‘
1. Whoever, being an elected official, officer, or employee

of any county, city, municipality, incorporated township, or
other political subdivision of the State of New Jersey, or who-

ever being an elected official, officer, or employee of the State

of New Jersey, stipulates for or receives or consents or agrecs
to receive any fee, commission, gift, or other thing of value .
from any person, partnership, association, corporation or other
organization for procuring or endeavoring to procure for such

person, partnership, association, corporation or other organiza-

tion, from any county, city, municipality, incorporated township,

or other political subdivision of the State of New Jersey the
grant of a community antenna television system franchise, per-
mit, license or other authorization shall be fined not more
than $10,000,00'oriimprisoned not more than five years or
both, and shall be incapable of holding any office of honor,
trust or profit in or for the State of New Jersey.

. 2. "Community antenna television system" means any wire or

cable facility which is operated to perform the service of re-
ceiving and amplifying the signals broadcast by one or more
television stations and redistributing such signals to mem-
bers of the public who subscribe to such service, or distri-
buting through its facilities any television signals whether
broadcast or not.

3. Any franchise, perm’t, license or other authorization
granted by any county, city, municipality, incorporated town-
ship or other political subdivision for a community antenna
system, in violation of this act shall be null and void.
4, This aétvshall také effect immediately.
STATEMENT
The purpose of this bill is to promote efficlency and in-

tegrity in the discharge of official dutics and to maintain
proper discipline in the public service.
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PROPOSED BILL SUBMITTED BY JOHN F. SCARPA

ASSEMBLY, NO.

STATE- OF NEW JERSEY

INTRODUCED MAY - 1971

By Assemblymen

AN ACT concerning the paying, offering, or promising of money
or any other thing of value for the procureméﬁt of a community

antenna television system franchise.

BE IT ENACTED by the Senate and General Assembly of. the State
of New Jersey:

1. Whosoever, whether an individual, partnership, association,
corporation or other organization, shall pay or offér or prom-
ise to pay any fee, commission, gift or other thing of value to
any elected official, officer, or employee of any county, city,
municipality, incorporated township, or other policital subdi-
vision of the State of New Jersey, or to any elected official,
officer, or employee of the State of New Jersey, in considera-—

tion of the use or promise to use any influence to procure the

grant of a franchise, permit, license or other authorization
for a community antenna television system in the State of New
Jersey shall be fined not more than $10,000.00 or imprisoned
not more than five years, or both. :

2. '"Community antenna television system' means any wire or

cable facility which is operated to perform the service of re- -

ceiving and amplifying the signals broadcast by one or more
television stations and redistributing such signals to mem-
bers of the public who subscribe to such service, or distri-
buting through its facilities any television signals whether
broadcast or not. ‘ '

3. Any franchise, permit, license or other authorization
granted by any county, city, municipality, incorporated town-
ship or other political subdivision for a community antenna
system, in violation of this act shall be null and void.
4. This act shall take effect immediately.
"~ STATEMENT
The purposes of this bill is to prevent abuses and inequi~-

ties which, could arise in the carrying out of public responsi-
bilities in this State.
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