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‘The staff recommends as follows:

COUNTY OF SACRAMENTO

CALIFORNIA
September 23, 1981
To: - Joint Cable Sub-Committee
From: Assistant County Executive

Subject:  SERVICE AREAS FOR INITIAL CATV FRANCHISE

RECOMMENDATION:

a. That the Joint Subcommittee adopt as the mandatory service area for
the initial CATV Franchise that area identified by staff on the map to
be presented during the meeting on September 23, 1581 {& smail map is
‘attached showing the general boundaries);

b. That applicants for the Initial CATV Franchise be permitted to pro-
pose additional service areas outside the mandatory area, with design
and service requirements which are lower than applicable within the
mandatory service area, and at rates (installation and moathly) for
Basic Service which may differ from those applicable within the manda-
tory area. :

~ BACKGROUND

e

The March 1, 1981 Draft Ordinance did not establish a specific service area
for the Initial CATV Franchise. Rather, interested applicants were directed
to propose between one and ten geographic service areas within which service
would be provided to all res1dent1a1 dweliings. The reasons for this approach
were twofold.

Fxrst, thé demographic characteristics of the County consist of areas of both

_high density and low density. To what extent areas of low density should

be served involves economic considerations relating to allocation of financial
resources, and ultimately, profit margins. The facts upon which these deter-

~minations: are be made could vary from applicant to applicant, based upon such

factors as the type of system an applicant proposes, technical innovation, and
other factors. :

Second, one of the primary objectives of staff in formulating recommendations
reldt1ng to these matters, was that service should be provided to the maximum

number of City and unincorporated area residents practical. SubJect1ng formu-
Tation of the service areas to the competitive process constituted, in the view
of staff, the best means of achieving that objective.
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Early in the joint hearings of the City Council and the Board of Supervisors,
staff recommended and the bodies adcpted a change in the above approach. CTIC
(our consultant) expressed concern that the multiple proposal of a variety of
“service areas would make bids by applicants extremely difficult to compare
particularly the economic feasibility. For that reason, the bodies adopted an’
approach of defining a mandatory service area within wh1ch all dwelling units
would be required to be served. The question of whether applicants should be
entitled to propose add1t1ona1 d1scret1onary service areas was Teft unanswered.

Staff approached formu]at1on of the mandatory service area by requesting inter-
ested applicants to submit maps showing proposed mandatory areas. A map has
been received from each of the following four companies: United, ATC, Tele-
prompter, and Warner-Amex. A map trom a fifth interested operator has not yet
been received, although one has been shown to staff. The sixth operator has not
indicated a map will be provided. Al1l.of the mops rece1ved will be posted for
review dur1ng the meet1ng on September 23 1981

A review has been requested from the County P1ann1ng Department for the purpose

- of identifying whether anticipated future short-term grown warrants the extension
of boundaries of the mandatory service area into localities which are not shown
by the maps. Planning staff will be available; dur1ng the meeting on September 23,
- 1981 to answer any questions which may be asked In addition a review of dwe111ng'
units by minor census zones has been done. )

In view of the fact that three 1nterested applicants proposed inclusion of .
Galt (as a separate island) within the mandatory service area and two did not, I
appeared before the City Council of Galt on September 17, 1981 for the purpose.

- of explaining to that body the most recent developments At the conclusion of my
presentat1on the City Council expressed interest.in continuing with the franchis--
ing process for the purpose of recéiving whatever .cable. te]ev1s1on service m1ght

" be decided to be practical under the c1rcumstances

BASIS FOR RECOMMENDATIONS ‘ o 0
1. Mandatory Service Area

The mandatory service area proposed by United and by the Operator’who has'not
~yet submitted a map, are substant1a11y broader than, those suggested by the other o

The app11cants expressed agreement that an appropr1ate criteria for formulat1on

- of the mandatory area would be.identification of res1dent1a] den51ty at a rat1o

of approximately 40 dwelling units per street mile. - —

There are.lower densities within the. mandatory service areas suggested by a]]
the applicants because the uniform service requirement to be applied to the
mandatory service area precludes the carving out of islands. However, the above
criteria is applied in defining the outer 11m1ts of the mandatory service area
where densities diminish sharply. '
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Although suggested service areas varied among: interested app11cants, ail appli-
‘cants seemed comfortable with the mandatory service area proposed by ATC. In
general, the County Pianning Staff aiso confirmed the appropriateness of those .
boundar1es with minor exceptions.  The staff recommendation for the mandatory
‘service area is basically the proposal contained on the map submitted by ATC
with some minor modifications which will be exp1a1ned dur1ng the September 23
meeting.

2. Bidding of Service Areas

The question of whether interested applicants should be permitted to propose
additional service areas outside the mandated service area 1nvo1ves the fo]]ow-
ing pragmatic cons1derat10n<

a. Will issuance of a franchise under which less densely populated areas
are served result in cross-subsidization which involves payment of
higher service rates than would otherwise be paid by city and unincor-
porated residents in densely settled areas?

b. Will establishment of an authority to propose additional service areas
permit a divisive wedge to be driven in the bidding process which makes
“it more difficult for the City Council of Sacramento and Board of Super-
~visors to reach agreement upon selection of .a single franchisee -~ ‘
i.e., should some applicants not propose additional service areas and
some applicants propose additional service areas within unincorporated

area, would agreement upon a single franch1<ee be more difficult to
reach?

c. Most important1y -- should an important priority of the franchising
- process be the allocation of financial resources to service of less
dense areas, as distinguished from other priorities such as access?

Cross-Subsidization.  The cross-subsidization issue is one, roughly defined,
which involves payment by residents in high density areas of increased service
costs as a result of the inability of the rate structure in low density areas to
support the cost of installation in those areas.. The theory is that, particu-
larly with a uniform rate structure, the overall rate will be higher than nec-
essary if substantial investment is required to serve low density areas where

LRI

the return cannot underwrite the cost of investment. For example, CTIC has
estimated that the cost of installing a headend within Galt which would provide
a service level egquivalent to that within the mandatory service area could cost
one million dollars or more. The cost of installing cable underground could
range from $30,000 to $50,000 per linear mile. There are only about 2,000
residents within Galt. The same headend within a densely populated area could
serve as many as 50,000 residents. Exactly what the break-even point regarding

population dens1ty is with regard to these 1ssues however, is unknown by
staff.
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If the City and the County had elected to-establish comprehensive rate regula-
tion for all services provided through the cable’television system, it is the
opinion of staff that the cross-subsidization issue would be substantially

- more important than it actually is. Presumably, rate regulation would involve
relegation of all service charges to a level minimally sufficient to permit a
fair rate of return on investment. The process of arr1v1ng at appropriate
service rate levels in relation to that issue would require, under a uniform
rate requ1rement an overall level of charges h1gher for service to sparsely-
populated reg1ons than would be required for service exclusively to densely -
populated ones.  Even under a variabie rate structure based upon population
density, higher rates could conceivable bé requ1red within the dense areas to.
compensate for costs of installation'witnin. sparsely populated ones if the .
sparsity of population would simply not support a rate structure h1gh enough to
underwrite all costs of serving the area.

However, the City and County have a]ready e]ected'not to either impose compre-
hensive rate control, or even permit interested applicants to propose such
- comprehensive regulation. - The absence of mandatory rate regulation is based
~upon the constrictions of existing state law,: and pending federal law. Denial
to-the interested operators of the opportun1ty to propose comprehens1ve rate
regulat1on has been based upon other factors. :

Those factors include, in part, ‘the following considerations. Rate regulation
of Basic Service achieves an important public purpose in insuring that all.
residents will be able to afford minimal service' and benefits from the franchise.
With-the foregoing exception, the level of rates should.be regulated by the
market place. There is nothing inherently improper if large profits can be made
. by the franchisee. The promise of large profits is, perhaps, an appropriate
inducement- to encourage the magnitude of investment required to serve the '
Sacramento community. ' The operators have asserted that they should be allowed

- 'to establish a level of rates for all'services-(and.if not all services, for

all services other than Bas1c Servwce) whweh 1s cons1stent w1th what the market
w111 bear. - :

The po11cy dec1s1ons which have already been made subject rates for Bas1c Service
to the competitive process, in hopes that Basic Service will be offered as a -
Toss leader. Rates for other services will be set in relation to the level .
.consistent with maximum penetration {percentage of subscription). None of the
operators have suggested that phi]anthropic'considerations will play a role in

" the establishment of rates for other services. Profit max1m1zat1on will be the
predominant, 1f not the exclusive, consideration.

Under- these circumstances, 1t can be expected that the- rates for all services.
except Basic Service will be set at a level consistent with production of
maximum income regardless of the nature, extent, or magnitude of investment.
Within 1imits, the extent of investment requ1red by the franchise terms will"-
have a much greater impact upon the profits to be derived from exerc1se of the
,franch1se than upon: the rate structure.
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Staff cannot predict what impact, if any, service of smaller populated areas
will have on overall rates for Basic Service. There is an argument that there
would be no impact at all, in view of the unlimited authority of the franchisee - . .
to charge what the traffic will bear for all other services.” In addition, since
the rate structure will be set at a level which maximizes income based upon
considerations of supply and demand, the magnitude of -investment in relation to
profit or ‘loss is a factor which should not be overiocked. Theoretically,
investment could be required at a level which would prohibit realization of a
profit because the overall level of rates will be based upon an inelastic demand
and consequently the applicant would not propose to serve the areas. Our
consultant has indicated that we can require the financial data necessary to
assess this gquestion. Therefore, this would be a quant1f1ab1e factor to be
considered as part of the award process. '

In conclusion, it is the staff position that the "cross-subsidization"” issue in
relation to extens1on of the cable television system into sparsely populated areas
is one which could be severe1y both over-stated. and over-estimated with respect to
-order of magnitude. It is the opinion of staff that the above recommendation allow-
ing applicants to propose additional service .areas w1tn reduced serv1ce levels and
rate variations could sufficiently neutralize the "cross-subsidization" issue and
therefore warrants adoption.

Divisive Issue. Staff is of the view that there are significant benefits to the
community inherent in issuance of a single, consolidated franchise by both the
City of Sacramento and the County. It stands to reason that investment in
~special benefits to the community will be higher given the potential income to
be derived from a single consolidated franchise, than they would be if each
agency issued. separate franchises.

Staff desires to avoid the injection of issues in the franchising process which
risk frustration of the City Council and Board of Supervisors agreeing upon
selection of a franchisee at the time of award. Inability of the two governing
bodies to agree during the selection process would not be in the interest of
either agency. Therefore, staff has no desire to create an environment in which
‘divisiveness could lead to inabi]ity to agree.

However, it 1s the view of staff that the primary threat of d1v151veness arising
from b1dd1ng of additional service areas would grow out of the “"cross-subsidiza-
tion" threat. In view of the staff opinion (that the “cross-subsidization"
threat is perhaps non-existent and at least over-stated in light of the policy
decisions which have already been made) the bidding of additional service area

- is not viewed as a d1v1s1ve issue.

Obviousiy, it is the governing_bodies which must be the final judge of such
considerations, and not staff. Should the governing bodies have a different
view. respect1ng the potential divisiveness of the staff recommendation, the
‘recommendation should be reaected ‘ :
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Service ObjectiVe. As discussed above, it is the view of staff that one of the

‘primary objectives of the franchising prccess should be the provision of maximum =

service -to all county residents practical. This objective results in the notion
that at least some cost sharing in dense areas (whether within or outside _
incorporated localities) is permissible. to achieve maximization of service, just
as County-wide sharing of costs for benefits which may be provided to improve
governmental operations, educational opportunity, or other public objectives is
tolerable in order to achieve these objectives. :

The more circumscribed the service area for the Initial CATV Franchise, the
greater will be the pressure to authorize small, unrelated, community antenna
systems within future pocket areas which develop aur1ng the fifteen year fran-
chise term. County staff has already received inquiries from developers rogard-
ing their authority to establish community antenna systems within various
subdivisions under development. Such-pressure can be expected to continue.
Therefore, it is the staff recommendation that an environment be created which
makes it both economically feasible and desirable for the franchisee under the
Initial CATV Franchise to expand its system into pocket areas during the term of -
the franchise. Such inducement should translate into a variable hardware,
service, and rate structure in relation: to densely ‘and sparcely pOpulated
areas.

'Policy,decisions by the governing bodies have already resulted in the establish-
ment of minimum standards of two 35 channel cables for the subscriber network,
and one cable for 'the institutional network. Although one of the subscriber
cables is permitted to be inoperative at the commerncement of the franchise, it
is not expected.that any applicant will propose such initial inoperability.

Based upon discussions which staff has had with interested applicants, staff has
concluded that it is not realistic or in the public interest to establish such
a County-wide design standard for the Initial CATV Franchise. The high cost of
such a minimally mandated system will restr1ct expans1on of service, rather than
encourage it. '

Therefore, regardless of whether the specific staff recommendations relating to
proposal of additional service areas are adopted, staff. recommends that a dual
design standard be established for densely versus sparcely populated residential
areas. - Similarly, staff recommendsAthatiapp1icants be authorized to vary
Basic Service rates based upon population density. " Such variances would, of

: - course, be permitted only outside the mandated servicé area, and would be
" estab]xshed for the purpose of encouraging the franchisee to serve emerging

areas and thereby reduce the pressure to permit development of isolated commu-
nity antenna systems which are neither compatible with the cable television
system nor sufficiently sophisticated to perm1t recept1on of any of the services
thereof .

Consistent with this approach, staff recommends that interested app11cants be
_author1zed to propose additional service areas under design standards which
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would be based solely upon their proposals (without minimum standards), and at
Basic Service rates for installation and service which are different from (and
presumably higher than) those proposed within the mandatory. service area. Such
an approach would, for example, permit applicants to propose systems within
outlying areas which include only a single subscriber cable carrying 35 channels
and no institutional cable. The rate for Basic Service installation or service
could be substantially higher than that applicable within the mandatory service
area. CTIC has estimated, for purposes of illustration, that the cost of a
headend to accommodate such a lessoned design could be only $500,000, as distin-
-guished from the one million dollar or more cost of installing a headend to
accommodate the design minimally required within the madatory service area.

It is the view of staff that such variable design and rate criteria would
eliminate whatever threat the "cross-subsidization" issue actually poses, and
promote a primary purpose of franchising in ach1ev1ng maximum residential
service with a single, integrated system.

If this recommendation is reJected staff alternatively recommends that the
mandatory service area be expanded to an extent which approaches the one pro-
posed by United (exc]ud1ng Galt), and that the franchise area (i.e., the area
within which extension is perm1tted but not required) for the In1t1a1 CATV
Franchise area be narrowed to omit substantial sparsely populated regions of the
un1nc0rporated area. If an environment under which expansion of the initial
franchisee's service into such areas is not to be established, the Board of
Supervisors should reserve exclusive franch1s1ng authority (1ndependent of the
City) within such sparsely populated areas in order to respond to pressures to
construct separate systems for developing subdivisions.

Respectfu]]y submitted, .

Ry

WILLIAM R. FREEMAN ,
Assistant County Executive

» WRF :emw
23F-B6
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- COUNTY OF SACRAMZNTO

- CALIFORNIA
September 23, 1981
To: - Joint Cable Subcommittee
From: . °  Assistant County Executive
Subject RESOURCE ALLOCATIONS FOR COMMUNITY- ACCESS

At the meeting on August 8, 1981, the subcommittee approved staff recommen-
dations on channel allocations. The subcommittee also approved a staff sug-
gestion that we .address the question of additional resources that may be
requ1red to make access channels operable.

To understand the staff concerns, it might be helpful to review several'general
conclusions presented in prior reports dealing with. community access: :

1. Access is a broad concept that encompasses. a wide var1ety of uses
and users. At this point, some of the potential users are in better posi-.
tion to utilize cable because of experience, knowledge, and resources. Other
possible users are just beginning to exp1ore the communication potential of
cable. The basic problem is that access is still an evolving concept and
it will require time, effort, and resources to make it a reality that provides
equitable treatment for all users.

2. Access has a significant price tdg that, for the most part, will be

. paid directly or indirectly from the profits of the franchises. Within limits,
-~ it is assumed that the cost of access will not raise subscriber rates since
demand and not cost will be the primary determinant of price. The problem is
determ1n1ng where those 1imits are to make that assumption valid. The operator
is in the best position to make that determination.

3. Access appears to be a significant public interest concern which
the operators acknowledge in their proposals, but want to be able to control
after the franchise is awarded in order to protect their ability to earn a
fair profit. The problem is that any operator who is awarded the franchise
may seek to eliminate or minimize access requirements if they seriously impede
their ability to make a reascnable profit. We must, therefore, be realistic
in identifying cur needs, flexible in meeting changing needs, and diligent in
requiring the franchise to honor commitments.

The primary concern is that the total cost of all the requested facilities,

equipment, and staff for access will exceed the financial capabilities of the
franchisee to provide these resources. If this happens, the applicants may be
faced with one of two choices: 1) make overly optimistic subscriber penetra-
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tion estimates in order to project adequate income to f1nancé the resources
- proposed; or 2) make resource allocations on the bas1s of attracting po]1t1ca1
support.

The purpose of this report is to attempt to def1ne this potential problem

in more specific terms. Specific does not mean preb1se since we are still
dealing with some degree of speculation. A1l ‘resource requirements are not
clearly identified, nor do we know what degree of f1nanc1a1 commitment can be
supported by a cab]e system here.

NEEDS

As indicated in previous reports, those groups with more,know1edge and expe-
rience are better able to express their desires for resourcés. This fact is
reflected in the following paragraphs which t:y to 1dent1fy and quantify re-
source needs.

1. KVIE. Attachment 1 is a proposal from KVIE which indicates needs

~ over and ‘above just cable needs. This' report, however, addresses only cable -
‘related requirements. A major need identified is 34, 000 square feet of space.
In discussions with them, the.breakdown of the space is approx1mate1y 2/3
office and 1/3 technical. Based on their architect's estimate in 1981 dollars,
the cost would be 22,667 square feet of office space at $55 per square .foot--
$1,246,685; 11,333 square feet of technical space at $105 per square foot--
$1,189,965. In addition, the attachment identifies equipment needs of $700, 000
for d1str1but1on equ1pment and $1,300 000 for production equ1pment

- This brings the total to $4,436,650. It should be noted that KVIE is not
requesting that all this expense is to'be financéd by the franchisee. They
are attempting to 1dent1fy needs as part of a long-range planning process.

" Nonetheless, KVIE is a community user, and these are the needs that operators
will address

2. Education Consortium. Attachment 2 is a statement of needs from’
the Educational Consortium. In additiop, a previous position paper included
packages of product1on equipment with a cost estimate of $60,000. The total
estimate identified in the two documents is $1,280,000. L1ke KVIE, this is an
attempt to identify needs without regard to operator f1nanb1n3 ‘

3. Public Access Sacramento. Attachment 3 is a position paper by this
group. It is broader than just equipment needs and does not contain cost
estimates.” Based on information from proposals in other communities, a cost
range for the items on page four would be at 1east one to two m1111on do11ars
and possibly more.

4. .Other'Groups. Although there are no specific dollar requests, other
groups such as the Health Consortium, or the religious community may want to
be considered for specific facilities or equipment. Government agencies
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constitute another possible special user category that should be considered -
separately. Again, figures are speculative but could approach one miliion
do]]ars or more. ' '

5. The Franchisee. The proposed ordinance requires the applicants to
include proposals on Tocal programming for which they would be responsible.
Like any other user, the operator will need facilities, equipment, and staff.
A significant amount of local programming will requ1re a s1gn1f1cant amount of
resources.

6. Combining Resources. Although the needs are listed separately
above, potentially there can be a combining and sharing of resources. In
addition, some of the community access programming anticipated by groups
may be proposed to be done by the operator. Either of these possibilities
would reduce the total required resources, but that total would still be
significant.

RESOURCES

As stated above, there is a practical limit to the resources a franchisee
can commit for access. Attachment 4 is a copy of an article entitled "The
Winning Combinations: What It Took to Win in Eight Big Cities". Although
the information on access resources does not provide a clear and consistent
indication of the actual dollar commitments, it does indicate.a general
magn1tude of the commitments. Following is a brief summary of the infor-
mation: _ .

1. Fort Worth, Texas. The estimated system cost is $50 million with

- 160,000 homes passed The total commitment is not clear, but $1,250,000 is
11sted for a commun1ty program complex, three mobile vans are 11sted with no
~ figure, and $100,000 is proposed for upgrading of existing educational tele-
production fac111t1es

_ 2. Indianapolis, Indiana. The estimated system cost is $24.3 million
with 140,000 homes passed. The proposal includes four access studios and
two mobile vans. A figure of $850,000 is Tisted for community programming

but it is unclear if that is the cost of the listed studios and vans.

3. New Orleans, Louisiana. The estimated system cost is $61.5 million
with 220,000 homes passed. There is an investment of $3 million for local
community programming needs and the indication that amount covers a satellite
uplink, six local studios, one mobile van, 30 portable cameras, and grants.

4. Cincinnati, Ohio. The estimated system cost is $38.2 million
with 161,000 homes passed. There is no dollar figure for community use but the
1ist includes shared use of their color studios at a telecommunications
center, four color neighborhood studios, two color access 0r1g1nator studios
at public facilities, and three mobile vans. :
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5. Portland, Oregon. .The estimated system cost is $30 mi]lion with
120,000 homes passed. There is a $400,000 commitment for equipment and
facilities dedicated to community access but no breakdown of the figure.

6. Dallas, Texas. The estimated system cost is $98.9 million with
400 000 homes passed’ A total estimate of $2,144,000 is given and the assump-
twon is that is the cost for: five full color studios; five additional access
centers; three color equipped mobile vans; 20 color portab]e packages; and 50
portab1e modulators.

7. Omaha, Nebraska. The estimated system cost is $36.9 million with
125,000 homes passed. There is a $1.8 million capital investment over a ten
year period for local originator and access. The listed items are: one local
originator studio; four access studios; two mobile vans; and $251,000 to
various institutions.

8. Pittsburgh, Pennsylvania. The estimated system cost is $36.7 million -
with 181,000 homes passed. There is a figure of 3.32 million dollars indicated
for stud1os and equipment. The breakdown of that figure is somewhat confus1ng
but the 1list includes five co]or studios and two mob11e vans. :

In add1d1on to the above 1nformat1on, one of the-proposa]s for Denver, Colorado,
indicates a 6 million dollar commitment including a telecommunications .center,

a mobile unit, and 26 studios and portable equipment locations. The estimated
system cost is 100 million dollars.

. CONCLUSIONS AND RECOMMENDATIONS

The above information does not provide precise answers to many questions,

- and therefore only qualified conclusions can be drawn. However, from the
information it can be concluded that the franchisee will not be able to commit
resources to meet all the perceived needs. In terms of needs, the identified

- items above with dollar figures listed total $5,716,650 and there are other
potentiai needs without cost estimates. When the applicants start costing out
community access requirements, the total could apprcach a range of 8 to 9
million dollars. On the other hand, the resource commitments from the infor-
‘mation available would be in the 3 to 6 m1111on dollar range.

Although these are magnitude est1mates, they do substant1ate the pr1or staff
concern that priorities might be required. The total potential resource
requirements exceed the probable resource commitment. If we do not indicate
priorities, the applicant must develop them. - The public interest is better
served and the applicants are treated more fa1r1y if we establish the prior-
ities.

_ Acknow1edging the lack of precise information in.this report, it is recom-
mended that the Board and the City Council indicate some general priorities
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to gquide the applicants in developing their proposals. Following are specific
recommendations for consideration by the subcommittee in formulating the
priorities which should be included in the Request for Proposals.

1. The community access resources should be allocated to provide
well balanced and diversified local programming.

2. In order of relative importance, applicants should address the
following categories of public access: educational uses particularly as they
impact kindergarten through twelfth grade institutions; governmenta] uses
particularly as they imnpact the delivery of governmenta] services; and non-
governmenta] uses. ‘

3. Preference will be given to proposals that are designed to make
the most effective use of the resources committed to community programs. Appli-
- cants should not offer to provide resources that cannot be used effect1ve1y by
.any group, organ1za10n ~or for the purpose 1ntended

4. Resource allocations that appear to be based on an attempt to
attract the support of any specific organization or group will have a negative
influence. Following are examples of suspected allocations that will be ques-
tioned: offers of channels to organizations that do not have the ab111ty'to
program the channel; or disproportionate allocation of resources whether in
equ1pment fac111t1es or ongoing support.

- Respectfully subm1tted

%&m@/ww

WILLIAM R. FREEMAN
Ass1stant County Executive

WRF:emw
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CENTRAL CALI1FORNIA EDUCATIONAL TELEVISION

REVISED CABLE PROPOSAL
= TO THE
SACRAMENTO COUNTY RBOARD OF SUPhRVTSPRS
AND THE
SACRAMENTO LILY COUNCIL

Jahgary 15, 1981

In your files, you will find our orfginal_cable proposal to -the County
Board of Supervisors dated April 10, 1980. You should alsé have our August
29 letter to Ted .Sheedy that contained some refinements to the proposal.
Duriné the past three months we have done further study. We re-evaluated
our space needs, projected cable income and experses for 5 years following
the award of a franchise, developed a programming plan and worked with the
. Educational Consortium .to deVeiop a compatible appfoach to the C]ty and couv-,.

”‘For the most part our additional research confirmed.and substantiated our
origiral cﬁpression of neeus. Our original proposal expressed a need for
"55,000 square feet of‘space'to be constructed on our present Garden Highway
site. We still need that amount of space for our:pianned broadcast and cable
activities. However, with regard to what we expect to see included in the. |
ordinances or request for proposals, we now are requesting 34,000 square feet,
-Further, we would éliminate reference to our Garden Highway .site, since that
uvitimately may or may not be the best location.

The 34,000 square feet of studio, techhicél andfoffice space 1is what CCET

would need for its cable-only activities if KVIE Channel 6 did,nqt exist.

We still see the logic of combining CCET's broadcast and cable activities --
as well as other local cable originétion functioné -~ in a joint telecommunica-
ticns facility but we feel i& would be best to identify CCET's cable-only
needs. for inclusion in the RFP. |

As we developed our cable plans it became apparent that we needed to make
a more definitive distinction between our broadcast activicies and our cable
activities. ‘

To do that we now plan to establish a scparaté division of CCET for cable
activities, called Public qucvision Cable Service (PTCS) once a franchise

has been awarded. -

AxTACHMENT



Central Califormnia

Lducational
Televisic 1

KVIE
Channel 6

L
- KViE and PTCS would share te;ﬁnical staff and facilities-but they would
be adminisrratively separage and strict. LOSL-dCCOUﬂLAHP procecuxes would
provide for fiscal separation. ‘Under th15 plan KV*E, which will have less
need'for studio faciiities than PTCS, wouldgﬁrent”.those facilities from
PTCS for tﬁe'Bflb Hou:q pef week required for anticipated local broadcast
production. (This does not represent a Giminished commitment for local broad-
‘cast production on KVIE. Rather, it is a:recognition that 5 channels of 
relatfvely inexpensive cable programming‘will include more local studio

N

productions than one broadcast channel wil L )

The balanré of our propesal includes 'a request for four dedlcated sub-

. scriber channels with 1nteracLLve_gapac1ty oplat least two of the channels,
one interactive institutional‘chanﬁel, éhd a‘substén;iél share of the Sﬂ
franchise fee in return for the services wé'propbsé.tb aeliver. The 34,000
square feet would include three studios built and @quipned to standard broad-
cast spec1f1cat10ns, and a five~-channel cable dlstrlbunlon control room
equ1pped to program Lhe cable channels in a manner similar to broadéas§
programming. The rationale for requestlng major resources in this manner

is pre:ented in -our Aprll 10 1986-preseﬁtation and the subsequent August

29 “letter to Ted Sheedy . ' '

Enclosed is our State of the Station report to ourv32,000 members that
describes our anL1c1pated use of cable and what we would expect to do with each
of the flve channels. Our plans for prov:dwng public service cao]e programming
put a great deal of emphasis on local p;oduccion,and interaction with the
.community, which requires the substantial investment in production facilities
proposed here. Since a vast majority of what a cable.system will offer
subscribers is imported programming, we think it is appropriate to require the
cable opcrator to previde the tools necessary to produce and distribute 'a

substantial amount of local public service programming.
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SUGGESTIONS FOR SPECIFIC WORDING

o

.. FOR CABLE REQUEST FOR PROPOSALS

Januvary 15, 1981 -

3

‘While these suggestions relate only to provisions requested by Central

‘California Educational Television, we'urge'the city and céunty'to beﬂequaiiy

specific in drafting the. provisions for ali.othergaspects of the request
for proposals. ' - .V' o
The June 1, 1980 draft of the '"Joint Request for Proposals...' is used

here as the context for CCET's recommendations.

On‘Page 16, under Services and System Désign, includei

~ "Four residential sﬁbscriber channels with ihteréctiVe
capacity on at least two ﬁhaunels dedicated to Central California
Educational Television'. ' *

“Ong institutianal'interactive channel deéicated to
Central Califoﬁnia Eéucational Television". |

Strike the last paragraph on page 16 that begins: *Planned cooperaticn with
television station KVIE..." and substitute the following paragraph:

. “Provision for a minimum of 34,000 square feet of space
and teiecommunicaﬁions facilities for use by Central California
Educational Television. Such facilitj shall include a minimum of
three studios, built to meet standard broadcast specifications, a
cable distribution control room designed to progrém.at least five
cable channels in a manner similar to broadcast programming, a large
community meetirig -room with provisions for video and audic telecon-
ferencing, and other séace,and facilities necessary fof television
programming, production and distribution.”

YA grant to Central California Educa:ionél Television to
aSsist in acquiring the distribution equipment and part of the pro-
duction. equipment to be installed in the telecommunications facility
listed above. The required equipment is illustrated by the following
representative list. Dollars are included to illustrate the level of

quality intended.
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DISTRiBUTlON'SYSTEM';w $700,000
Origination

1 Film Chain
3 Audio Cart Machines : :
17 Videocassette machires (3 per channel plus spares)

Audio and Video Monitoring Equipment

Processing and Distribution Equipment o .
(includes computer $60,000) : ‘ L

Test Equipment

PRODUCTICN EQUIPMENT ~— $1,300,000

Origination: 6 cameras, 3 audio & video- switckers, 3 character
' generators, 3 still frame storage systems

3

10 Videocassette machines

a4

Audio & video wonitoring equipment
Processing, Distribution & Internal Communications Systems
Test Egquipment

-

Lighting

‘Prompting Systems
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WILLIAM L. CUNNINGHAM

Superintendent . . o o September 2, 1981

Mr. William R. Freeman
Assistant County Executive
700 H Street, Room 7650
Sacramento, CA 95814

Dear Bill:

As sdggested the following is a response by the Educational
Consortium on Instructional Television indicating the requlrements
for studios and related equipment.

We would like to reiterate that in the judgment of the Educational
Consortium, an interactive system is still the most viable plan for
effective educational use of cable television, as outlined in our
previous proposal, and this submission'is not intended to be a sub-
_stltute to that proposal. ' :

Follow1ng is our proposal for the facilities and equlpment for an
. Bducational/Instructional Cable Telecommunication Center

We propose that the franchlsee would lease for the length of the
. franchise an existing school site with a multlpurpose room and the
following minimum reguirements:

1. The multlpurpose room would be of no less than
2500 square feet.

.2. Twelve to fourteen classrooms ofTQOovsquare feet-eeeh.
3. Air conditiening, |
4; Adequate parkieg. . o T
5. Noise suppression in studios. |
More specificélly, we afe proposing the following:
l; One major color studio (multipurpose room) including

post-production . facilities. Estlmatcd cost -~ $800, 000
plus installation. :

ATTACHM ety -




Mr. William R. Freeman A .
Assistant County Executive -2 - September 2, 1981

2. Two video-equipped classrooms. Estimated cost -
$60,000 each plus installation;‘ :

3. Two wired interactive classrooms (Stanford/Chlco model) .
Estlmated cost - $100 OOO each plus installation. .

4. One tele01ne master control dlstrlbutlon center. Esti-
mated cost - $100,000. :

~In addition, we would recommend that classrooms be remodeled for the
following purposes:. ’

a. Storage.

b. Graphics (adjacent to photographlc fac1llty)
c. Shop (maintenance).

d. Adequate office facilities.

e. Photographic facility.

f. Two tape-storage rooms.

g. Viewing -room.

h. Conference room.

Bill, it would be our proposal once this is in place that a Joini
Powers Agreement would be established representative of all parties
involved in the Educational Consortium to draft governance provisions
for the Educational/Instructional Cable Telecommunication Center.
This seems to us to be the next step in this process, and if the City
Council and the Board of Supervisors feel it's approprlate, we can
‘initiate that in the very near future.

Let me reiterate that the above proposal is not intended to pre-empt
our original proposal which you have in hand, but is simply a supple-
ment to that proposal. This has the support of all members of the
Educational Consortium. :

Cincerely,
William D. Cunningham
County Superintendent

WLC mh

,cc: Educatlonal Consortlum members

Sy
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PUBLIC ACCESS SACRAMENTO

Mailing Address: 3333 Parks Lane, Carmichael, CA 65608 -

POSITION PAPER

Public Access Sacramento is a broad-based coalition of individuals
and representatives of organizations working on behalf of community interests.

This coalition intends to promote and assure the following objectives:

I.  To define the concept of community'occeﬁs to cable television;
2. To examine the necessary components .10 guarantee its success;
3. To suggest ways to develop quality programming and encqurogé
| community involvement; and | |

L. To support public access for community groups and private citizens.

The members of this coalition strongly feel that cable television has
tremendous potential other than that of an en‘rertdinmen’r medium. Public
access provides a communication network. 1t.is not only a means by which
members of the community express themselves, it is also the means by which
information and ideas flow throughout the community. Interaction among

segments of the community which, otherwise, might not occur will be possible.

After exfensnve reseorch including m'rerwews with mdnvnduols cc'rlve
in 'rhe field of community access, it has become apparent that local access .
will be an "all or nothing" proposition. If it is done correctly, with professional
assistance and commitment, it will be possible to generate sufficient audience
interest fo support continued produc’non Moreover, if ’rhe general public
has a positive experience the first time ’mey watch local occess, they will
develop attitudes that will assure continued success. 1t is imperative that
the necessary components, to guarantee its success, are available from The.

first.day of service.
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In addition to designated chénhels for access and eduipment which
will allow production of quality programming, the critical components fér
successful community access include a qualified staff, outreach and training .
programs for potential volunteer producers ond; most importantly, some

provision for an ohgoing funding base.

Our research also indicates that com'muni'ry-con'rrolled, as opposed

N to coble—céntrolled, public access is much more likely to reflect fhe.heeds,
interests, and desires of the community. A responsive, flexible organizational
structure, which appears to be successful in other communities, is a nonprofit

public access corporation.

An access corporation offers certain advantages over other forms

of access administration:

--A community which has more direct control of access is better able
to oversee the cable operator's commitment to promises made in the

franchising process.

operator make it less susceptible to changing political pressures os'_

well as First. Amendment concerns related to government control.

--Community participation in an access corporation also results in
a better understanding of the operator's commitment and how a cable
system functions. With increased awareness, the community will be

able to make appropriate demands of the cable opero'ror.'v
--A nonprofit entity will attract grants, donations and other resources
which might not be available to a government or private commercial

" operation.

--The community control and participation possible through an access

corporation permit programming development which serves the community's.

needs rather than the needs or desires of a cable operator or local

officials.

' --The corporation's distance from both local government and the cable



Therefor.e, Public Access Sacramento ‘recommends the formbﬁon
of a permanent, independent, nonprofit corporation to protect and manage
the cable resources for the good of the community. It is also recommended .
that this public access corporation be structured, so that its members are
represemothive of the Socromehto community. To facilitate cooperation
and communication, the Sacramento Metropolitan Commission Officer and a
representative of the cable company should be included as ex-officio members

of the corporation. The access corporation should have the following responsibilities:

--Establish and administer policies and procedures governing the use of

the public access channels and production facilities.

--Assess community needs and promote development of comrhunify

access programming to meet those needs.
--Allocate channel space, facilities and resources.
--Develop funding sources and budget revenues.

- Promote community awareness of public access.
The public access corporation should be activated with sufficient lead -

time in order to plan for the use of production facilities.

Regarding the availability of public access channels, Public Access

Sacramento recommends:

-Thﬁ‘frchchisepprOVide a minimum of two 24 hour channels dedicated
to public access and an additional channel(s) as warranted, one channel
to be available from the first day of service, and the additional channel(s)

as needed.

--Access channels be available on the basic tier of service.




-

- --Channels dedicated to public access be used solely for public access,

and those channels shouid occupy fixed positions on the dial.

With respect to the availability of production equipment and suppert -

services, it is the position of Public Access Sacramento that:

--The franchisee provide a separate and indepehdeﬁt, fully equipped
color studio constructed to enabie preparation of simultaneous live

and/or taped programming and allow audience participation. .

—In addition to the main studio, the franchisee provfde smaller public

access centers placed throughout the franchised area.

--An appropriate mix of fixed and porfable equipment be available
including a fully equipped mobile van with a microwave link to the

studio. Satellite up-link and downlink capabilities be available from

the public access studio. . C . ' .

--The cable operdtor, who owns the public access equipment, maintain

all equipment and public access studios and centers. Equipment be

periodically replaced as technology evolves. Specific plans for the
provision of equipment be subject to review and renegotiation by the

Cable Commission and the public access corporation.

--The franchisee provide necessary support services including, but not

limited to, consultation, management, training, production and technical

assistance.

--The franchisee publicize access programs in its printed or televised

program guide(s).



--Regarding public access financing, Public Access Sacramento recommends

that:

. --The franchise provide long-term funding for public access with
an ddéquote portion of the franchise fee payable to the independent
nonprofit access corporation commencing with system operation

and continuing for the duration of the franchise.

--The franchise provide sufficient seed money per y.eorvto be used
for access development, start-up and the access éorporo‘rion‘s

operating expenses.

In conclusion, the cable field is too new to forecast the full range of needs for
public access at this time. Enormous possibilities exist and no options should be
precluded by an inflexible and unresponsive cable system.

Public Access Sacramento appreciates the careful attention the City and County

are giving to this issue.
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A Il has been far from quiet on the
[:\ cable franchising front over the
[ 3 past few mmthq Of the top 30
markets around the country, comprising
almost 41 mullion tck\mon houscholds
(54 pereent of all television houscholds
in the U.S.), 11 major cittes are
currently mvolved in the intense process
of awaraing cable franchises, with the
right to wire several hundred thousand
homes in cach city at stake. Tampa,
Miami, Tucson, Milwaukee, Chicago,
Sacramento, Baltimore, New York,
Boston and Dectroit are among the
unwired cities looking at or in the midst
of intense {ranchising activity.

As they prepare their plans to release
RFPs, and hold public hearings and city
council mectings on the question of
cable, most of these cities are no doubt
trving to learn as many lessons as
sossible from the encounters “of their
predecessors. Over the last few months,
u;jht large cities,. from Dallas to

Portland, ﬂ\\'.hLu.d cable franchises
‘passing 1.5 million homes. The winning
MSOs will spend approximately $376
million to build those svstems, requir-
g 11,200 roral plant miles.

While the business side of the
franchising process flourished, the
public relations side (li(d Several major
n\\'ﬂrd" wWere counterea })\ PL{’(}()”\ l()r
referendums, fawsuits and even IHI

L Investigations,

At the moment, the FBE s m\ungw.

g {ranchise activity in Houston; New
“Orleans and the Detron \uhurhs And
Just three menths ago, a Federal Grand
Jury an Houston found the eity, its mavor
and - Joeal cabic company glty of
conspiring to linit competition and

fort

PAGE

violate antitrust laws: Damabcs
awarded were to the tune of $6. 8
million.

Such newspapers as the Minnéapolis
Star, Los Angeles Times, Washington Post
and Boston Globe have devoted consider-
able space to feature coverage of cable
franchising around the country. And on
the eve of the NCTA convention in Los
Angeles, NBC Mugazine with D David
Brinkley is tentatively set to give
television vicwers an investigative
Teport on recent wire wars.

The focus of these and other reports is-
the impropricties and politics associated
with ‘franchising. A common target s
normally the controversial ““rent-a-
citizen’’ or “‘rent-an-institution’’
technique of recruiting influencial
groups onto the team of acable company
bidding for a particular city. In all but
one of the recent awards, the city
government has awarded 1ts franchise to
a company with some form of local
ownership in 1ts proposal..

Many have been wounded over the
Jast fesw months as cable franchise wars
engulf new cities. What follows is the
battle report of winners and casualtics
of the cight major awards.

Norih, Texas

Rebounding off a tough loss to
Warner Amex Cable Communications
in the competition for the Dallas
franchise, Sammaons Communications
won the right Last month e wire the
L‘il)‘ of Fort \’V()nl'., of the. l;l.s".
remaining, franchises in the Dallas For
Worth Metroplex.

SL‘\'(,’H .lpplit';lll(ﬁ .\‘lll’ll]ill('(l '!)i\!,‘»’ r()r

one
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“Panther City,"" including McLean-
Hunter, Metrovision, Citizens Cable
Corp., United and Telecommunications
Inc. In the end, the battle was between
two companics, Storer Cable of Fort-
Worth and Sammons. After clawing its
way to the top, Storer's dream of

‘wiring onc of the Lone Star State’s hest

cable markets was shot down by a six-
to-three city council vote favo:'ing the

Sammons proposal. Storer is the most’

successful franchisor in the Mcfroplcx
region.

Suspect in the franchising process’

was the citv.itself. Months before the
RFP was issued, the city pave notice to
the cable mdustry that its process was
going to be unique. The council publicly
discouraged local ownership as a means
of influencing the award. Nevertheless,
it was Sammons, a company stackéd
with inﬂmntial local investors, that
won. Sammons’ local investor group is
Metroplex Cable lLlL\].SlUn Inc., of
Fort Worth, made vp of 14 lm"
investors that own 40 percent of the
Sammans franchise. Leading the team of
investors (14 percent interest
-1P|LLL) are ]‘\\ l()r \;.l'l() , a4 Pr()'n]n' Nt
local atrorney and former tworterm city
councilman, and Clf Ov creash, former
mavor of Fort Worth (1975-1977).

There are also six Jocal black leaders

l()Llll

k ; ,
~who own a picce of the action.

Storer supporters were dism wu]‘;m‘!
confused by the city council vote
ll\()nny Sammons. Storer officials.
under the lmpruwm that lnuf pro
gramming was high on the ciry's fist of

S priorites, pl\rmul to contribute

$500.000 for (luLlopmun of lo ll

prog flllllnln} versus oo .ll]lllH?”\
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$75,000 gift. Councilman Burt Williams,
a member of a three-man study group
which recommended both companices,
says he was concerned that Storer’s
donation would eventually be reflected
in higher rates that would be to the
disadvantage of his low income con-
stituency. The real decisions and
debates about who is awarded the

*franchise frequently occur right before

the council voting. “The politicking
going on bcfore the vote was like
watching a bunch of turkeys in a
rainstorm,”” said onc city official.
Weathering the storm, Sammons will
build a dual trunk (ong trunk initially
acumtad) 440 MHz mteractive system

_using Tocom 55 Plus cquipment:

1t took a while for Sammons execu-
tives to recover from the loss to Warner
Amex in Dallas. But nothing makes

franchising exccutives forget faster than

a quick victory in another aity. Sammons

Vice President Bill Strange, comment-

ing after the Fort Worth City Council

vote, said, ] don't even think about
Dallas anvmore.

According to Harold Horn of. Cable
Television Information Center (the
city’s consultant) the 15-vear Fort
Worth contract will be: worth $500
million in gross revenues and $90
million in profits (plus depreciation) to
Sammons. However, \
not be profitable until the sixth year of
operation, Strange said.

Indianapolis, Indiana

Before 1980, American Television
and Communications (Time Inc.'s MSO
subsidiary) was considered the most
successful cable franchisor in the

the svstem will -

' I“cbruqrv

: ;)f ATC's local subsidiary,

Cablevision of Indianapolis, which 15 .

Scveral weeks ago, ATC

industry.

- moved into first place in terms of total

subscribers, but has not had the same

success of late in winning major marl\ct )

franchiscs. .
-The company’s recent victory in
lndlanapollx could mark a resurgence of

‘that pre-1980 franchise magic. ATC

won . the lndlanapolns franchise in
staving off a powerful
Lha“cngc from Indianapolis CabIC'
vision, a local company.

The city council voted 16-13 in favor
American

20 percent owned by 25 local investors.
The Indianapolis competition truly was
a battle among, local investors.
Indianapolis Cablevision, which
already held the franchise for the
county, 1s a joint venture between

. Dote ' Company Estimated Tokal Miles Homaos
-City Awvarded Awarded Franchise Cost of Plant  Passed
Fort Worth, Texas Mar. 1981 Sanupons Communications, Inc..  $50 mullion 1.430 160,000
of Fort Waorth, Texas :
inducements Offored Franchise

Service Offorings

- Tier o $125
© 20 channels $3.95
Tier Ut
41 channels $5 9%
HBO 6 4s
Shawtime .. $6 95
CoalaVivion o Sh9s progranimng
HIN .. . S6 95
Tier Ui
54 channels . 87498
Bravo oo $35.95
Cineman . 795
The Movie Channel . 53.‘)3

Tier IV
54 channels plin interactive and
< teNt senaees CS1oys

By Winnlng Appllcant

nullion tur community
program comples with central
'\f(‘kl\'\tll\“ center to l\\ l\(l“\lkl Kl
Will Rogers Cobiseum

B Three mobale s

B S79.000 annuathy for commumty

Pre-Paymant Foos

None

o B S50.000 lor ternship progiam
BS1O0.00) to wpprade exnting - 7
educational tele production Lailities

440 Mtz dual trunk

inte
“'sh

adow trunk”

Channol
Capacity :
61 channels (institutional”
network mcluded in svstem
dcsign) ) ’

Type of
System

ractive svstem {one
not

initiallv activated)

. Projected Cash Flow PR
in Flve Years

$3.985.000

Ownership

40 percent ow nul h\ 144 local
T nvestors

60 pereent ow ned by Sammons and
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“‘,\T\./".ll):l.\‘}l Cableviston (one-third owner
ship). and several prominent local
businessmen. Some of the local mvestors
of the bid on the city were the
company’'s pn-xic!cnt,juxcl;h Dawson, a
real cstate developer; Tom Binford,

- charrman of Indiana National Corpe:
then-Lt. Governor-elect, _lnhn Mutz,
and Dr. Frank Llovd, chatrman of the
Midwest National Bank, to name afew.,

Among those at bat for ATC were
Carl Dortch, retired president of the

Indiana Chamber of Commerce; Otto.

Frenzel 1, chairman of the Merchants

National Bank. and two state senators,

Julia Carson and William Crawford.
Under state law, the Board of Public

Works has sole responsibility to draw
ap frmghl\( contract, \t\(rll nmnl’)\
hefore the award, the board recom:
mended the ATC proposal over three
other xpplic ants—United Cable TV,
Indy Cable Television Corporation lnd

Illkll . lPUIl\ ( .II 'L\ l\l()n

According to the hoard’s paint
svstem, the ATC proposal ranked only
three points higher than the Indian, llmh\

Cablevision bid. Because the difference
was so small (added to the face that the

ATC recommendation passed by only a -

three-to-two margin), the city council
decided by a 17-12 vote o send the
Indianapolis Cablevision bid back to
the board for reconsideration. The

Board voted 50 to recommend the
ndianapolis proposal topether with
ATC s,

Despite all the pnlilic il mancuvering,
by Indianapolis Cablevision, the
council awarded ATC the franchise.
The MSO mav have heen a stranyer to
the fndi. lnll\l)ll\ arca, but the company’s
parent, Time Inc., was not. Inland
Contamer Corporation, a manufacturer
of corrumud hoxes, L()mplctgd s
second full vear as a subsidiary of Tine
Inc. in 1980, Inland.
reaching $579 nullion and operating
profits m the $53 million range. has
many friends in the ]ndi;\nnpo“s arca.

ATC’s new '1,059-mile svstem will

\\llh revenues -

. Dale ' Company Estimated Total Miles' Homes Type of Channel
City Awarded Awarded Franchise . Cost of Plant  Passed System Capacily
Indianapolis, FFeb. 1981 American Cablevision of $24.3 million 1.052 140.000 330 MHz sinple trunk 42 channels (institutional
Indiana tndianapolis, Inc. (ATC) Tinteractive system actwaork ncluded in svstem
) . . design)
‘ ) inducemsnts Ofiered ‘Franchlse Projocted Cash Flow -
 Service Oftorings . By Winning Applicant Pre-Payment Fees _In Five Years Ownership

Single level basic service with 42 I $850.000 cstituated for community None
channels ... . $6.50 programming (joint venture with :
HBO .. $6.95 MINonty crtreprencurs )
Showtime .. §7.95 8 Four access studios
Cinemax . . $7.95 B Two mobile vans

HIN . $4.50

8 Eight access channels

$3.530.000 80 percent owned by ATC and 20

percent by 25 local fovestors
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pass 140,000 homes and will cost
$24.3 million to build. The svstem will
be a single trunk, 330 MH:z plant,
offering one level of hasic service f()r
$6.50 per month. Under the citv's
contract, rates will be frozen for three
vears. As part of the franchise award,
ATC will contribute $850.000 for
community prograouning. A company
spokcsman told Cabl:Vision, "“We have
not sclected the equipment to be used in
the svstem vet. We have narrowed the

ficld of supplicrs down to Scientific-

Atlanta and RCA.”

New Cr l>cn\,, Lounsxcna

ast December, the New Or]cdns
citv council J\\'Jl‘dtd the citv’'s cable
franchise to Cox Cable by a dramatic
fourto-three vote. Just three months
later, the citv's franchise process
hecame tainted when council President
Joseph Giarrusso announced he had

requested an FBI investipation of all -

companies involved in the competition.

Giarrusso made his request after he
and two members of his staff were
interviewed by agents investigating
alleged impropricties connected with
the award: Rumors about the iovestigar
tion have run rampant through the
mdustry, but to date no factsor dnrgu
of wrongdoing have surfaced. Some
industry experts speculate that a

comp].um was filed by a disgruntled

competitor for the franchise.
Even without an FBI investigation,

the New Orleans franchise competition
would have made news throughout the

cable industry, since the city became the
first major mumupalm since dual plant
became part of the bidding wars to
award ‘a cable franchise to a company

offering significantly less video channel

capacity than many of its competitors.

Offering to build a single trunk, 400
MHz svstem with 54 channels,” Cox
Cable wen the franchise over eight
other applicants: American Cableviston
of New Orleans Inc:, (a subsidiary of

American Television and Communica-

tions); Cable Consultants Inc.: Greater
New Orleans Community Cablevision
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< City Dolo Company tslimatod  Total Miles  Homes
; Awarded Awarded Franchise Cost of Plant Passod
New Ofleans.  Pee. 1985 Cos Cable TV of New Otdeans, $01 % matlion 4.740 220000
' ous kg 'nl."
Service Offerings Inducomonts Offored Franchiso .
By Winning Applicant Pro-Paymont foos
50 hannels 0 8795 8 Vor focel TV staton WYES BV o Nuone

108 channels with INDAX (54

data channelyy

satetbite nplok with meome from s
e and two cable channels
B Six Jocal stdios

7 5200000 i grants for focal
srogrammng, ($3 million invested for.
ocal community programming needs)

INDAX CSHLOS 8 One mobale van
HBOY . e ST B 30 portable cameras
Showtime $7.95

GalaVision ... $7.95

Cincmax . . o 8795

T'he Movie ¢ hannel . 8795
HEEN $395

A0 MH: angle trunk
interactive svstem (INDAN)

-.Projoctod Ca:ch Flow
In Fivo Years

S, 704000

Channol
Capacity

Typo of
Systom

A4 channels (imstitugonal
network lll\l\l\lﬂl HE sustoem
dcngn)

Ownership

80 pereent omned by Con and 20
pereent vwned by 1 focal ivestors -

Inci:. New Orleans Telecommunication
(a subsidiary of Tele-Communications
Inc.): Storer Cable TV of New Orleans
Inc.; Teleprompter of New Orleans
nc., and WSMB Cable Communica-
ttons Systems Inc.

. City consultant Carl Pilnick (presi-
dent of Telecommunications Manage
ment Corp. ) .ranked Cox, Storer and
ATC as the three top applicants. ATC
and Storer both proposed a dual trunk-
network, with both trunks activated
mitially, providing up to 84-channel

the Times-Picavune. Several Cox in-
vestors “are friends of former Housing
and Urban Development Seeretary
Moon Landricu, who ‘is also a former
mavor of New Orleans. In the Cox

group are former Ci ity Chief Admini-

strative Officer Richard Kernion,
d(,\cl()pu Glancy Dupepe and
prominent architeet Arthur Q. Davis.
Industry observers rated Cox,
American and TCI (ranked fifth by‘
Pilnick) as the leading contenders
before the council vote because of their
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downstream capacity. Ata city council
mecting fast December, P h|||p Ciaccto
recommended Cox be awarded the
franchise. Durning the prc.\'xurc'p;\ckcd
setting, the first sia councilpeople split
their votes, three for Cox, three against.
Clouncilman John Singleton cast the tie
breaking vate, aw mhm' the fr., mkhl SC 1o
Clox.

o 11 \'(l)L‘Hu\HL rs fm‘ t}lt .()llu‘r
apphic, nes nicknamed Cox the “Landricu

U)IHP.IH_\ ' .lLL()ltlI]\)' to one ]()(.J‘ l\ll‘tr

strong, ]incup of local investors. American
was 50 pereent owned by ATC and 50

pereent owned ln 24 local investors:,
I(lunmmumulmnx was 50 pereent
owned (through a holding company) by
T ll]d 30 pereent owned })v a local
group catled Lowstana fnvestors Group
Cable Television (68 pereent) and
seven other peneral partaers (32
percent).

livery company hnldmy m New
Orleans had some form of oc. ll owner

ship. While not mandating local
()\\'ncrship, the city's cable ordinance
cmphnsi:cd that no franchise would bhe
awarded to a companv unless the

_dppllmnt PI’O\ Ide mumm_,ful nIanOl’l[\

involvement. Cox 1s 20 percent owne -d

by 14 local ivestors. Approximately
35 percent of the Cox group are
MINGIItY  INVESTOrs, representing seven
percent of the total stock.

Cox intends to spend $61.5 mitlion
to build the 220,000-home system. The
Atlanta-based MSO intends to hook up
58,000 subscribers in the first six
moriths of the franchise by tappmg 1nto
its existing ¢ cable systems tn the
surrounding suburbs. -

Cincinnati, Ohio

Cable industry psvchologists say 1t
was in November, -when Cincinnati's
city council awarded Warner Amex its

cable franchise, that executives repre-
senting rival Lompmu.‘% began to
wonder what it is that Warner knows
about putting together franchise pro-
pumls in big markets that they don't.

It 1s understandable \vhv those
executives went for the analvst's chair.
Already, with Dallas and Plttsbuxyn
under 1ts belt, plus its victory in
Cincinnati, Warner Amex was
lhu.mnmg to turn the fmndncc wars
Into a rout.

Competing against Warner Amex for
the 161.000-home Cincinnati franchise
were ATC, Teleprompter, Metro-
vision, Cablecom and Cincinnan
Cablevision. All hut Cablecom had
some form of local ownership arrange
ment. But the real bhatde for the
franchise was between ATC and
Warner. ATC's subsidiary . (Queen
City Cablevision) put rope thu an
impressive list of influcntial Tocal
sharcholders. Warner's local oag 1(,rslnp
(rent-an-institution ) arcangement lurncxi

RV
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Date Company Estimated Tolal Miles Homos Typo of
City Awardod Awardod franchiso. Cost of Plant  Passod Syslom Capaclly
Cancmnnan, Nov. 1980 Warner Ames Cahle IR 2 mithion 1520 l(vi,(x)() 154 Mits duad trunk 138 channels (mstitutional
Ohio Conunumcations of Cmonnaty, ’ ICRTIVE syalem (QUIN ) network ancdoded Nustem
' ne . o desgn)
: Inducamonts Offored Franchise Projoctod Cash Flow S
Service Offorings _By.Winning Applicant Pro-Paymont Foes In Five Yoars Ownership
Tier 1 Feonomy Service o Shared v of three lull color Nuone £9,969.(XX) R0 percent omned by Wirner Amex
24 L"lhll"ll.'l,\ ................ $39%  studios at Crondey L elecommumeation and 20 pereent owned by 21 local
Take 2% ... $39%  Comter WOHE TV Channel 48 orgamizations and mstitutions

Pier Il Basic Service

42 chanoels ST $6 95 studios
The Movie Channel .0 $6.75
HBO e $7.00
Tier i0 QUBL Cone
60 channels .. $9 45 oty

Ler IV QUBK
Intcractive plus 86 channcls
(26 channels reserved for
future use) ... $10.45,

(* ke 2 oo fonger exests and s normath
replaced by Crnenen

B Four full coloe neghborhoad access
8 | wo color aceess ongnation
studhos at Cinamnnate’'s mam public

Iibrary hranch and a1 the Umversity of

B fhree mobide vans

over 20 percent of the svstem to a
varicty of local institutions, including
several universities, dmmch organiza-
tions and the local school board.

Local ownership was a hot topic:

during the franchise struggle. When the
council finally met to vote on theaward,
Councilperson Guy Guckenberger
made a motion that all proposals be

dismissed because of local ownership. -

A local ATC representative made a
last ditch cffort to raise questions about
the propricty of the city’s decision. At
the last public hunng_, where council
was to vote on the official confirmation
of the contract to Warner, Nelson
Schwab, Jr., chicf counsel for ATC's
“subsidiary, gave certain councilpeople a
packet containing an unsigned memo.
“The memo suggested that Councilman

e TR N
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The couneil, w lmh more than a vear ago
i preparing its REP .1;,r¢.ul not to
discourape local participation, voted

five-ta-four to defeat Guekenberger's
motion. The counait then voted
award the franchise o Warner,,

Arnold Bortz, a Wamer Amex supporter,
had a conflict of mterest i the matter.

The meimo readin part: “"On
November 26, 1980, L‘it)’ council l))‘ a
five-to four vote confirmed ity selection
of Warner Amex. Less than one week

later, Warner Amex announced the
f()rm.mon of 4 new cable programming
network (/\[pha chgrtorv Television
Service) under a joint-venture agree
ment with American Broadcasting
Companv The memo stated that ABC
was represented by a Deaver based
consulting firm in w hich Arnold Bort='s
brother was a principal. The memo
ended with two questions; ‘One, 1s the
report true? If so, why was this
information thhhdd from the public?
Both Bortz and ABC's Video Presi-
dent Herb Granath denounced the
accusations made in the anonvmous
memo as being completely without
merit. Granath said that the agrcement
between Warner Amex Satellite Enter-
tainment Company (WASEC) and
ABC was reached months before the
award. In addition, Bortz's brother
(Paul) had no relation with Warner
Amex Cable, just with WASEC.
ATC President Trygve Myhren

‘indicated that the memo was distributed

without corporate authorization from
the MSO. Schwab, the author of the
memo, said there was nothing anonymous
or underhanded about the memo or the
questions raised. T just wanted some
answers,” " he said.

"The memo had no effect on the
council, which voted seveatortwo n
favor to confirm the award of the
franchise to Warner. Warner's $38.2
”””l()n l )) b “Hl(. \\'\(Ln] ln lhl (”\ 1%
not the nnl\ Warner system in the
Cincinnati arca. Warner also has the
franchise contract for the 195,600
hames m the City’s x*n_lmrh\‘ (Greater
Gincinnati ), Farlier tis month, War

cner Leanchedtthe first 60 channel (.}(.51“

!

]
/

system. Much of the QUIBE fnteractiee
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pro%rmnmmg_, and some ]omH\ origin
ated pmgmmmmg will be shared
between the citv and the suburbs.

Portland, Oregon

American cable opgmtors stood up
and took notice last Qctober when
Canadian-based  Rogers Cablcsystcms

(then Canadian Cablesvstems) crossed
the finish lipc {irst in the competition to
wire the city of Portland.

In a unammous 5-0 citv council vote,

~II)L CII\ dLSIL‘I)JlLd Cab]u\slcms

Pacific. a limited parlngrshxp 50
percent owned by Rogers C ablesvstems
and 50 pereent owned by 41 local

1 Aranchise.

investors, as the company 1t would
nepotiate with for the av's 120,000
home franchise,

The Canadians had some tough
competition for the franchise. Odher
applicants icluded Cox Cable of
Porthand, Inc., Storer Communications
of Portland, and Liberty Communica
tions.

iherty, a Portland based company,
has a frmdma contract for 25 > percent of
the citv’s dwelling units o the West
Side. The REP called for a citvwide
Fventuallv, the citv could
force Liberty o sell its franchise o the

winner of the arca-wide competition. .

Portland citv officials, who had heen
looking at cable for vears, issued a
demanding REP. The citv wanted a
“total communication” network, p]dC‘
mg, heavy unph wis on local program-
ming and interactive technology. The
franchise-war came down to'a tist fight
between Liberty and Cablesvstems,
with Libertyv going so far as to create an
anti-Canadian advertising campaign in
the local papers.
 Industry sources attribute Cable:
svstems’ success in Portland to the
company’s local ownership package.
/\u:()rdmg to onc writer, the Canadians

‘out-localized” L iberty wn} their 4
local partxc;pants '

Going into the council vote, Cable-
svstems had to be ranked the favorite,
with 1 ihcrt\' running a close second.

A turning point in the competition
oceurred right before the council voted,
when Commissioner Midred Schw .1b
got a commitment from Cablesystems to

(C ‘ontinued on pawe 321)

d('lrlllum’d)

City Date Compeny Estimaled Total Miles Homes
Awarded  Awarded Franchlise Cost of Plant  Passed
Portland, Oregon Oct: 1980 Cablesystems Pacific 530 milhion 1.130 l"ZO,()O()
(Rogers Cablesvstems )
Service Offerings Inducements Olterod Franchise
By Winning Applicant Pro-Payment Feos
“er B S400.000 1 e upinent and $330.000
5 accens channels Basie . facthties du'l(.lh‘j to community
Sene o Free aeeess
her 1 B $2.7 million i aperating support
21-channels “Thrifie™ over ten vears above and bevond
swnoace $3.95 franchise tee
HIN L $3.95
Ter 1 ‘
40 channels $7.95 .
Showtme L ST
HRO $7 %0
Uier 1V
57 chanaely expandable
mteractive $10 45
The Movie Channed ... $7.50
twr V
MO channels
lcractine ]\lm (o be

324 MHz (spaced for 400
Milz) triple (an mteractive
system

Projocted Cash flow
In Five Years

$1,464.XK

Channel
Capactly

Type of
System

108 channels (institutional
network included i svstem
dc\l}gn)

Ownershlp

50 percent vwned by Rogers

Cablesvstems and 50 percent owned

by 1 focal investons

L.
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(C mmmuJ from page 316)

keep to its propo%d worst instance’”’
rate structure for ten vears. None of the
other three companies agreed to
Schwab's request. o

For an estimated $30 million, the
Canadians intend to build'a 108-
channel, triple trunk 324-MHz svstem.
Almost $400,000 in equipment and
facilities will be dedicated for com-
MUY programming, W ‘ith approximately

827 ‘million in operating support over
the ten-vear contract.

It h:«d been rumored that Liberty was
organizing a campaign to force the
council’s franchisc decision to a re-
ferendum. But in a strange turn of

which attacked each other viciously
during the franchise competition, in
February announced they had reached a
service agrecment.

Under the peace terms, Lxhcrt\
removed 1ts objections to granting the

franchise to Cablesvstems, adding that

it would do all it could to enable the
Canadians to initiate construction. The
agreement also said that the two
companies would share some cxisting
facilitics and possibly franchise jointly

m somce Of [hL Ullll]LOl’l)Or.’ltLd .\Ul)UIan.

areas. Comnussioner Schwab commented,
1 appreciate the mature sense of public
I’LSPODQI}H!II\ d( ln()n\trﬂt(.c} [)\ thlg
understanding, which | hope w il make

cable companics available to all our
citizens at the least po%lhlc cost.’
During the competition, the Canadiang
rgpoxtcdlv made overtures to Liberty
management about a possible buy-out.
Some observers speculate that rhc new
Liberty-Cablesystems agreement could
culminate in that type of relationship.

Dallas, Texas _

“I'm ghd its over,” was 2!l Tom
“James, a Dallas city offictal, could say
about his expertence with cable tele
vision franchising. The Dallas City
Council took great pains to insulate
itself from the political pressures
associated with the franchise process by
-relving heavily on the recommendations

eveats, Liberty and Cab lL.\)SlLlIl.\, the best talents of two highly respected
. Dale Company Estimated Toto! Mitos Homes lype of Channel
City - Awarded Awarded Franchise Cost of Plant Passed System Capcclty
Dallas, Fesas  Oue 19800 Warner Amex Cable $93 9 willon 2300 400,000 350 MEL: dual cable, 100 channeds (st
Comniumications of Dallas, Inc taple trunk mteracuve nond actwork mcluded 0
' svstem (QUBI) svstem design),
Service Offerings Inducements Offered Franchlzo Frojoctod Cash flow Ownarship
- By Winning Appilcant Pro-Paymont Foos In flve Yoars
baier | Feonamy Service B banmated $2.144,000 None $13.824,000) 100 pereent owaed by Warner Ames
24 hshnels ) Sy 8 b full color stdios .
Fannlv Feature S49% 8 |ve addiponal access ventees
CGalaViewn S499 & Lheee color equippad mobule vans
Tier U Fall Serviee . B 20 wlhr port able |\|\L wes
4% che mmu'\ 8750 B30 porty bl modulators for .
The Movie ¢ h(;‘ml ) E']: a5 - nnyunllnn of progranmung from any
Shans 2ime ;1 4 fowation vonnceted wath the

Tier 1} Super Serviee: QUBE
RO channels R VD]
(plus otterngs of Tiees FRD

l||\l|(u(l\lu‘|| Iunp
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Cable Television
and the city’s

of its consultant,
Information Center,
public utility staff.
But it all went for naught. The Dallas
franchise fire burned rlL,Lt through the
council’s insulation, turning the
competition into one of the worst
political battles i modern f'rmchixing

history. The .\ppluanl\ for the arv's
franchise were Storer, ATC, United,
Cox, Sammons and Warner Amex.

CTIC opened the door for pohitical
considerations in its final report, when
Harold o sad that Warner, techni
'.l”\' Fad the best pmlmwl mmin' the
SN .\; plu RN & lml that home-town
\.nnnmn\ Communication deserved

A “serious consideration”” because of- the
£ low rates offered.
i From that pont on, the auy cotmil

could avoid the cable issue no longer.

e

s

rounds of voting in late October. On the
fourth ballot, Warner was aw arded the
franchise by an cight-to-two council
votce. Comanlnw on_the vorte,
Counulnmn Steve Bartlett sz aid, “There
were some very tough moments i our
deliberations. We have a lot of respect
for Sammons as a good Dallas company,
But-as a majority, we felt the franchise
should be granted to whichever company
presented the best proposal, without -
regard to where therr headquarters
are:

Several weeks after the vore, a North
Dallas couple, Cherre and Scote Felion,
submitted signatures of more than
2,500 qulhflui Dallas voters to City
Hall. Under a 67 -vear: old stare Jaw; any
ummnult to a gll\ Lnunul J\u\mn
needed only 500 signatures to furu a
referendum. '

Scorned Sammons officials and a

!

t

i Comal reached s deciston after four
) , :

IS

i ) -

JUNE 1,

“sand (:usmu Hauser,

local participant in ATC's bid for the

city were tagged by local media as the
driving forces belind the referendun
campaign. Voter turnout on April 4,
1981, w as light, with 41,642 vorers
casting “their ln“()ts n fl\()r of the
Warner Amex award and 14,169
voting agamst 1t It was an over-
whelming, display of common sense,

()Huu of Warmner Aniex.

Several weeks before the Dallas
referendum, the Fort Waorth cuy
council was scheduled to make 1t
franchise award. Sammons was the
feading contestant. Manv believe that
the outcoine of the Fort Wortly u)mpdl
tion had o direct effect on what was to
transpire next in Dallas, Saimmons won
in Fort Worth. Had the company lost,
sonie \puulm Sanunons would Bave
mounted: mumnphll media G uupm n

chiel executive.
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to convince Dallas voters to overturn
the city’s franchise decision. Warner's
-media campaign, using TV and local
press to urge voters to support the

unopposed.
~ Because of the unpleasant experience
in Dallas, state legislators were

state law concerning challenges toacity
council decision. Todav, in order to

council’s decision, Wwent virtually.

motivated to c!mngc the 67-vearold.

bring a council decision to referendum,
petitions with signatures representing
ten percent of the qualified voters who
voted in the last general election are
required.

Wamer intends to build a $98.9-

- million, dual-cable, 354-MHz system

which will eventually pass 400,000
homes when C()mplctcd. The svstem
requires 2,350 miles of cable plant and
will have a capacity of 100 channels.

- Omaha, Nebrask

Of late, Cox Cable has been the onlv
company giving Warner a run for the
money and cable homes in the major
markets. In Omaha, Cox outlasted
Warner Amex, United, Hertage, ATC
and Cablecom. for the city’s cable
franchise.

On August 19, 1980, Omaha city

officials awarded their franchise to the

Clty Date Company Estimated Total Miles Homes Type of Channeol
Awarded Awardod Franchise Cost of Plant  Passed System Capacity
Omaha, Nebraska Sept. 1980 Cox Cable TV of Onuha, Ine. $36.9 million 1.0YS 125.000 . 440 MHz dual trunk . 108 channcls (nsntutional
network included inesvstem
. desygn) .
Service Offorings Inducements Oftaored Franchise Projectod Cash Flow Ownership
. By Winnlng Applicant Pro-Payment Fees In Flve Years ) .
Tier t One local ongination studio . - Nune- - -$5.854.000- - 80 percent owned by Cox and 20 ]
17 channels Free B Four acaess stindin percent owned by eight local investors
Frer H B [wo mobile vans
2% channehs £5 95 B Capoad iovestment over ten sear
I\i,“““,m- . . S(, BEY Period for lm.\l ongmnation .|m| JdUUUSN
HIRO . $6 45 production Bwthties woeds $ER
e LS U "“l!“"f )
Pier 18 : 85250000 in production ta vanions
"
K - (n”t'g«'\, IS, .Nhi 'hl\lnl.ll.\
A Jl.u\ml\» $795 lhluuy‘huul Ol (Lo will .||\n
plos prenum selectiom ) ) - -
- ) : comant 2 wen sear foca orgimanon
Ter I\ budget of 35 4 mullion)
24 el plis 12 Test
whoee L8890 .
Tier V
54 channehs pluv S gent senviees - .
phos interactive senvices - S1O 9

U O AR
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/\t];u'nu'iu-lx'cd MSO by avote of five to
nothing, with two abstentions. And
unlike cities that awarded franchises
over the last vear, Omaha's construction

plans have not been hampered by

referendum, - litigation or other tactics
({L\ljﬁnui to \l()w du\\n L()mplumn Uf
the svstem.

Dcv«_lopnﬂm pl‘m\‘ for construction
of Cox's svstem are on target, and
compktmn of the .xppm\mmul\ 1,100
miles of plant 15 expected within 34
months. Cox will huild a dual trunk,
400-MHz, 108-channel svstem to serve
Omaha’s 125,000 houscholds. The

system will cost about $36.9 million to -

. construct.

A highlight of the Cox bid was the
INDAX interactive package. Cox
originally planned to use TOCOM's 55
Plus equipment for INDAX. Just
recently, however, Cox signed a

. contract with Oak Industries for
delivery of an .1dnptgd version of Qak's
Dimension H interactive equipment. As
a result, Oak will supply the converters
and software for Cox's two-way
interactive systems for Omaha as well as
New Orleans.

" “The deal is worth upwards of $15
million, and looking at the Omaha and
New Orleans markets, the deal could be
worth $40 million,” said Gary ]JadLn
vice president of engineering and
technology for Cox. The MSO had gone

as far as to place an order with

TOCOM for 10,000 units of the 55

l’lu\ cquipment for Onaba. When asked
why Oak got the nm] over TOCONM,

Clox's Iluhn satd, ' They just offered
us a better deal in the process of
nepotratingg .md \\()rkm}\ out the dn\l},l\
ol the svstem.”

Cox s offermyg five tiers of service
ranging from 17 dl wnels at no monthly
charge o a $10.95 top tier that will
feature a wide array of pay TV

offerings, plus Cox’s tworway inter-

active Indax svstem.

Among the cight major fll’l1(hl\L\
covered lurL only Cablesvstems Pacific
in Portland and Cox in Omaha offer a
free basic package. -C Cablesvstems is
offering five access channcls free on its
first tier. Cox has 17 basic channels to
give away to subscribers. The h’cc'
serv ch p.uLagL s pudomnmntl\ must
carry” local signals and access pro-
gramming. :

In Omaha. Cox 'has committed

capital nvestment in the $1.8-million
range for equipment and facilities over a
ten vear period for local origination and
access programming. It has promised
A[)prO\mntd\ $251,000 in-program
dev dopmmt funds for various Loll%gs
universitics and hosp]rals

Pitisburgh, Pennsylvania

It 1s in the city of three rivers that
Warner Amex gave birth to the “rent-
an-institution’’ approach to local
ownership that carried them to victory
here and later in Cincinnati. OnJanuary

30, 1980, the Pittsburg, h city. counct]
voted 81 to award its franchise
contract to Warner over several other
.||wp|u ants, including lnlxpmmpur
ATC and Telecommunications Inc.
Several u)mpmn\ concentrated on
muxuruw p()]l!u.ll Lll)lll in theerty Il\
signing up pmurlul individoal ocal
investors. On the other hand, Warner
decided to distribute 20 pereent
ownership of 1ty svstem among 17

~different minority organizations.

The strategy was gnm{ vnnugh to

' hc!p Warner win the favor of the city

council, but not of some of its competi-
tors. Several months after the award,
Three Rivers Cablevision (a subsidiary
of ATC) filed suit in Federal District
Court against the city of Pittsburgh, the
citv council, the mavor and Warner
Amex Cable Corp.. clutming that
Warner was awarded the franchise
despite material deficiencics in its hid.
“as a result of a preconceived and
unlawful preference.” .

While attornevs for hoth companies
were out obtaining depositions from
city officials, Warner proceeded with
its construction schedule. On December
31, 1980, Warner activated the first
subscribers, almost one vear after the
award of the franchise.

Before U.S. District Court Judge
Gustave Diamond could pound his
gavcl and begin hearing arguments in the
cas¢, ATC and Warner JIH]UUHCLd that
they had reached an out-of-court

: Date Company
City Awarded

Pittshurgh, ‘ Jan. 1980

Peansvlvania

Inducements Oitered
By Winning Applicant

Sarvice Offarings

. Awarded Franchise
Warner Amex Cable )

Homss

Esiimaled Total Miles
Cost . of Piant Passed
$36.7 miltlion 700 181.000

‘Franchise
Pre-Payrnent Eeos :

354 MHz dual cable, wriple
trunk interactive svstem
(QUBE)

Projected Cash Flow

In Five Years

Tier VQUBLE
N)\hmm]\
v lll.lt I\ l"l( Illy‘ ur I\.I\‘Ptf
AU Plll\"l”\\ |Ill| OIS l\‘ll\

JACRERTN fecoons

(4 hake 2 oo hngee esists anel s normath

e plaed I Cinemany

'\:'ugr.unnnng

B wo mohile vans

B Fie color TV equipment studios
B Waener wail provide Chirsoan
Assocates of Western Peanadvana
\\"‘I] Rl h|” e \ll.l“l\l'l .Il‘ll over s

SOOKKY i v pIeni for wse e the

pvn\lll\'llnn of focal n'h;;mu\
Jrrop i

B Semar atizens receive 19 pereent

dhaconmt of cable services

Tier B ($3.32 anlhon for studios and None-
i7 channels .. s S5 35 cquipmum) ) y
(converter provided) B $1.16 mithon for exclusive
Tier U communIty use
22 channels ..o 8545 8 $230.000 for cquipment and
’ senvicing apovernment PV studio
Tier Ml facthity focated i the Uity County
32 channels ol $6 49 huilding
The Movie Channel .0 NLA B $200.000 grants made to the cin
Trer IV o he used at s diseretion in
S0 nh.umc]x u‘hn'\ Hy po. |]\ n( Cominunity
contnuieations
Ill’}l}.-o.\in.\:;'i-‘ (Innml TUNA W S165.000 Hunurmum for
|..ILC 20 S,s“),.) assizbalce in |\!L\ll\|ln‘L‘1(Illl!nllnll_\'

$6.910,000

Channel

Type of .
Capacily

System

78 channels (institutional
network weluded 0 svstem
dusiginy -

Ownaership
80 percent owned by Warner /\lm\

and 20 pereent ow ned by 17
Prttshurgh minority organizations
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settlement. The only st—umNing block
turned out to be the signing of release
forms by citv councilpeople guarantee-
_ing they would not file any lawsuits
against ATC. Some L()L:ncxlpcopl(. had
threatened retaliatory lepal action
against ATC. It 1s estimated that
httween 20 and 30 dcpositions were

L L ik A R i e £ it gt cme 1k e et

taken. Legal fees and other expenses for
both companies. LOU]d reach $450,000
each.

Just, when Warner thought it was

home free another legal obstacle

appeared. The American Civil Liberties
Union, representing three persons, hled
suit J}’.llnxt “the city of Pittshurgh,

secking 1o void the contract between
the ity and Warner, The ACLU claims
the franchise contract 1s unconstitutional|
because it violates the separation of
church and state. The contract provides
that Warmcer pive Christian Associates
of Western Peonsvlvania a full ‘time
channel, along with over $60, 000 in
L‘;;lli[‘nllult for use i the pmdmllon uf
local religious programming,

The ACLU alleges that the assoctar
tion *discriminates agatnst certain
groups, excluding them from member-
ship. Christian Assoctates represents 22
church hodics, comprising 2,260 cong-
regations in nine counties. lts member-
ship includes the Roman Catholic
Church, Orthodox Christiass, and

“Protestant organizations.

i ~7T hile the court ponders this
: {\/ J] new cable-related legal

prob]gm Warner will con
tinue butlding tts triple-trunk 354-MH:
interactive svstem. The svstem will

eventually pass 131,000 homes st a cost:

of $36.7 million. Warner's svstem,
which offers five tiers of service, will
have a 78-channel capacity p]us QUBE,
Warner's tworway interactive system.

—Hugh Panero

e e—
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COUNTY OF SACRAMENTO

SACRAMENTO
September 23, 1981 =
. To: , Members, Joint Sub-Committee
From: Assistant County Executive

Subject: PREVAILING WAGE RATES

Attached is proposed ordiance language on prevailing wage rates.

I did not receive any input or response from Tom Kenny. (Attached
are copies of letters sent to him.) The operators have not seen:
" the draft in time to submit written responses, but the concept
met their general approval. (United objects to .inclusion of any
language.) We will have to inform you of any other problems that
arise prior to the meeting. ’

Also attached is a letter from the state relative to their

determining rates. To the best of my knowledge the crafts in

~which we are interested are not in the state statute. Consequently,
the state cannot provide us assistance. :

) —
Bste

WILLIAM R. FREEMAN

Assistant County Executive



CABLE TELEVISION ORDINANCE"
PREVAILING RATE PROVISIONS
FOR .

CABLE TELEVISION OPERATORS

"""" o PREVAILING RATE PROGRAM. The purposes of this Section
through Section = , below, are to insure that workers en-
gaged in the initial construction of Cable Television Systems and in
the ongoing installation, maintenance, repair, extension, re-construction
and subsequent construction of such Syutems are compensated during the
term of each.Franchlse at not less than prevailing rates as defined by

“Section ~_, and to establish self enforcing mechanisms to'
insure compliance with Quch requ1rements.

"""""" -+ PREVAILING RATE STANDARD. The.compensation for workers
engaged in the initial construction of Cable Television Systems and in
the installation, maintenance, repair; extension, re-construction and
subsequent construction of such. Systems shall in each instance be not
less than the prevailing rate for comprable service in other employment

~associated with initial construction, installation, maintenance, repair,

_ extension, re-construction and subsequent construction of cable systems
within the counties of Los Angeles, San Diego, Orange, San Bernadino, Santa
Clara, Sacramento (other than the Franchlsee in connection with whom the
prevaillng rate is to be paid), San Francisco (City and County), River-
side, Contra Costa, and San Mateo whenever such prevailing rate can be

‘ﬁaccertalnea within such counties. : B

S . METH OD OF DETVPIIVATIOV  Whenever under Section - )
" below, a prevailing rate is required to be ascertained, the Board of
Directors of the Cable Television Commission shall appoint a person or
firm to conduct a prevailing rate study and determine the prevailing
rates., The person or firm appointed shall not be an officer, agent, er
ployee or representative of the Franchisee, the Cities, the County, the
Commission or any labor union or organization, and the Board of Director
shall be the sole judge of the qualifications of the app01ntee All
compensation and costs payable to the appointee for services rendered
shall be paid by the Franchisee. The Board of Directors may, prior to
execution of any contract by which the appointee is retained to render
services, require the Franchisee to deposit a sum equal to the reasonably
. estimated cost of compensatlng the appointee for the services to be
"rendered,

The aﬁpointee shall identify the jobs and .positions with respect
to which the prevailing rate determination will be applicable. The Fran-
chisee shall provide all data and infromation requested by the appointece
including, but not limited to, data relating to job titles, job descrip-
tions, work functions, and rates of compensation, and shall, upon request,
-admit the appointee to the inspection of records and job sites as
necessary to allow the appointee to make such personal examination as



Rl

~

the app01nLee de31res 'The appointee shall conduct a survey of rates

of compensation in connection with the initial construction,; installation,
maintenance, repair, extension, re-construction and oubcequent construc-
tion associated with cable syqtems within the Counties 1dent1f1ed by

Sectlon """" above.

7

Not later than ninety (90) calendar days folloWLng the date of
the contract by which the appointee is retained, the appointee shall
arrive at prevalllng rate determinations based upon the survey and the
appointee's analysis, without hearings, and shall prepare and file with
the Clerk of the Board of Directors of the Commission and with the
Franchisee a written report which contains the following information:

a. 'The methodology utilized in conducting the survey;

b. The methodology utilized in arriving at prevalllng rate deter-
minations; : :

.e. The types of compensation, in addition to salary, considered
in arriving at the prevailing rate determinations; :

d. With respect to prevalllng rate determinations in connection
* with initial construction, installation, maintenance, repair
extension, re-construction ox subcequent construction of a
Cable Telev151on System to be performed by the Franchisee through
- -independant contracts, a list of all crafts and other jobs
associated therewith, together with the determined prevailing
rates therefore; ' : :

e, With respedt to prevailing rate determinations in . connection
" . with initial construction, installation, maintenance, repair,
extension, re-construction or subsequent construction of a
Cable Television System to be performed by the Franchisee -
through its own personnel, the following:

(1) The job titles of the Franchisee with respect to which
~a prevailing rate could not be ascertained w1th1n the
Counties, and the reasons why; '

(2) The prevalllng rate for each job tltle of the Franchisece
C for which a prevailing rate could be ascertalned within
the Counties; - : .

(3) A list of those JOb titles of the Franchisee with respect
— to which compensation paid by the Franchisee equals or
exceeds the determined prevailing rate; and

(4) . A list of those job titles of the Franchisee, if any, with
"~ respect to. which compensation paid by the Franchisee is
- lower than the determined prevailing rate, together with
the amount of difference or differences between the
detcrmined prevailing rate and actual compensation paid
for each. job title. :




1)

.

All investigations, analy 3is and surweyo undertaken by an appointee
shall be performed 1ndependcntly, and the appointee shall not receive
or consider any opinions, argument, claims, suggestions, or other per-
suasion concerning such matters or. the prevailing rate determination from
the Franchisee, interested workers, or labor unions or organizations.

l All compensatlon data received by an appOLntec from the Franchisee and
-others shall be held by the appointee in strict confidence, and shall

not be.subject to disclosure to either the Franchisee, the Commission,
the Cities, the County, interested workers, any labor union or organiza-
tion, or any member of the publlc. ~

_ Any and all determinations made by an appointee, whether or not
appearing in the written report, and including, but not limited to, all
decisions concerning comparability of services or: the absence of-
comparability; decisions relating to whether a prevailing rate can be
ascertained, and decisions concerning the amounts of prevailing rates,
shall be final, conclusive,.and not subject to judicial review as to
the Franchisee, the Cities, the County, the Commission, interested

-workers, labor unions or organizations. or any other interested party;

provided that the function performed by the appointee and determinations
made shall not be deemed to constitute an arbitration, nor shall the
appointee be deemed to be an arbitrator, within the meaning of the
provisions of this Chapter. The determinations by the appointee sHall
be judicially enforceable in the manner prescribed by Section

below, :

FREQUENCY OF DETERMINATIONS. A report pertaining to pre-
vailing rates respecting initial construction of the Cable Television
System under the Initial CATV Franchise shall be filed by an appointee
with the Clerk and the Franchisee not later than thirty (30) calendar
days following the date of filing of the certificate of acceptance or
that Franchlse Not withstanding the provisions of.Section =
above, the dppointee may be appointed and retained by the Governing Body
of the County, and the Governing Body shall be vested with all rlcnts
powers and duties connected with the selection, appointment and x etention
of the appointee as are otherwise vested in the Board of Dlrectors of

the Cable Ielev1s1on Commission. -

Not later Lhan each March 1 during the term of a Iranchlse the
Board of Directors of the Commission shall select, appoint and retain

~an appointee whose responsibility it shall be to analyze, investigate

and survey rates of compensation and make prevailing rate determinations
in connection with workers engaged in initial construction, installation,
maintenance, repair, extension, re-construction and subsequent construc-
tion of Cable Television Systems, whether such workers are employed by

the Franchisee or general contractor or sub-contractor or other contractor
engaged by the Franchisee to perform such functions.

PREVAiLING RATE OBLIGATIONS.,‘With respect to each contract
issued by a Franchisee for work involving the initial constructiom,
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installation, maintenance, repair, extension, re-construction or o
subsequent constructlon of the Cable Television System, the Franchisee
shall include within the contract prevailing rate data from the latest
report filed by an appointee for all workers performing services in
connection with. such initial construction, installation, maintenance,
repair, extension, re-construction or suboequont construction and reoulr

. that such workexrs "be compensated in accordance with such data, and in ,

~accordance with. prevailing rate determinations contained in any subsequent
report filed during the term of the contract from and after the date of
filing of such report. ‘Any call for bids with respect to such a contract,
shall contain notice of such requirements. Any such contract shall also
include a provision making the contractor and any sub-contractor under
him 1liable for the difference between actual compensation paid to the
workers and the determined prevalllng rates.

Each Franchisee shall, from and after the’date'of filing of each
report containing prevailing rate determinations by an appointee, increase
the compensation “of any of ‘its workers who engage in initial constructicn,
installation, maintenance, repair, extension, re-construction,or sub-

" sequent construction of the Cable .Television System by an amount
- necessary to provide compensation which equals the prevalllng rate for
the job title shown in the report

e »ENFORCEMENT. ' Any worker who has rendered services in
- connection with the initial construction, installaticn, maintenance,
repair, extension, re-construction or subSequent construction of a
Cable Television Systcm and any labor uniorn which represents members
who perform sexvices of the same general type as that performed by
such workers, shall be vested with standing to maintain an action for
‘the recovery of the difference between compensation actually paid for
services rendered and prevailing rates stated in a report. filed by a
appointee. The Franchisee, contractor and sub-contractor, if any, shall
be ]OJntly and severally liable for any such damageo.-

Any employee of a Franchlsee who, subsequent to the filing with the
‘Franchisee of a written report by an app01ntee determining a prevailing
rate for that employee, has been compensated by the Franchisee in an
amount or amcunts less than such prevailing rate, and any labor wunion
which represents members performing services of the same general type
as such an employee, shall be vested with standing to maintain an action
against the Franchisee for the recovery of any SU”h difference between
amounts of compensation: actually paid by the Fraachlsee and the determlned

plevalllng rate,

it
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COUNTY OF SACRAMENTO
OFFICE OF THE COUNTY EXECUTIVE

BRIAN H, RICHTER
COUNTY EXECUTIVE

~duly 21, 1981

Mr. Thomas Kenny
Sacramento Central Labor Counc1] : o
Post Office Box 162038

~ Sacramento, CA 95816

Dear Mr. Kenny:

This is a follow-up to the direction of the Board of Supervisors and
the Sacramento City Council to include a prevailing wage rate pro-
vision in the cable television crdinance. Since your proposal was
verbal, we need to develop more specific 1nTormat1on

The first 1tem is to determ1ne which spec1f1c JObS will be covered.
It appeared that more than one union was interested in this ‘subject.
Consequently, I am requesting the assistance of the Central Labor
Council to develop the 1list of jobs that the unions propose to be
included ‘under the preva111ng wage provision. 1 wili be asking the
potential operators for a similar list..

In addition, I would be interested in youf proposals on the total
process of establishing and administering prevailing wage rates.
This includes:

1. Rate Determination. To the extent possib]e, we would
utilize rates established by the state. However, in those cases where -
the state does not have the information, what process would you pro-

pose to develop rates?

~Application. Hh11e it is clear that the requirement
would apD1j to the franchisee and any contractors working for the
franchisee, questions may arise concerrning work performed by a sub-
division developer that ultimately may benefit the franchisee. This
could include common trenching for ail utilities or installation of
conduit for later wiring. What specific application criteria would
you propose? e

3. Administration. Based on the exper1ence of the unions,
what steps are required for enforcement and what is the best method
of administering those steps7

700 H STREET. «:ROOM 7650 ¢ SACRAMENTO, CALIFORNIA 95814 o (916) A440-5851%.



" Thomas Kenny ~ page 2 l - July 21, 1981

4. Penalties. Again based on your experience, what would
you propose as an effective method of assessing penalties for violation?

If there are any other aspects we should address, please et me know.
" T would 1ike to complete work on this portion of the cabie project

- and therefore need your written comments as soon as possible. If

" there are problems or you have questions, please give me a call on

. 440-5883. o

Very truly youfs,

e it L CEE }

WILLIAM R. FREEMAN
As§istant County Executive

" WRF:emw



' COUNTY OF SACRAMENTO
" OFFICE OF THE COUNTY EXECUTIVE

BRIAN H., RICHTER
COUNTY EXECUTIVE

September 11, 1981

Mr. Thomas Kenny

Sacramento Central
Labor Council

Pest Office Box 162038

Sacramento, CA 95816

“«

Dear . Kenny:
Re: Prevaiiing Rate Requ1rements - Cable TeTev1>1on Ordwnhnce

By letter dated Ju}/ 21, 1981, I sought your views concerning a variety of
questions requiring reso]ution in connection with the establishment of prevail-
ing rate requirements for construction and maintenance of cable television
systems. Having received no response, and in .1ght of the pressure to move-
forward with completion of the cable television ordinance, discussions have been
conducted with operators for the purpose of formulat1ng prevailing rate terms

for the crdinance.

Enclosed herewith is a copy of a draft of prevailing rate provisions in connection
with cable television system construction and maintenance. The enclosed draft
represents, in genzral, an app:oach to the prevailing rate 1s<ues proposed by
cable operators interested-in applying for the franchTSe

The principa1-features of the enclosed draft are_summar1zed as follows:

a. Exclusive reliance in ascertaining prevaiiing rates is placed
upon the preparation of periodic surveys and reports by an
independent expert appointed by the Cable Television Commission.
I have encountered difficuity verifying with the State that the
Director of Industrial Relations has eithar established prevail-
ing rates for the various crafts which will be utiTized in con-

S+run4~n ned ntAananec nf a2 rakl +e1 u1r1ﬂn cws A wnn1H
LVUCLIoNn ana mainugnanc Ut 4. Laui LRIV I5IUN O) Lemn, or Wouild

be willing to do sc.

“b. The type of work to which the prevailing rate requirements would
apply would be Timited to initial construction of the Cable
Television System, and maintenance, repair, extension, re-con-
struction and subsequent construction thereof. Such is a rather
vague standard. However, it will need to suffice in the absence
of affirmative suggestions by either you or a consensual proposal
by onerators interested in app]ving for the franchise.

c. The geegraphical areas within wh1ch the surveys of prevailing -
rates are to be made consist of ten metropolitan counties.

700 HESTREET i ROOM 7650 ¢ SACRAMENTO, C/\L‘f!FORNI/\ 9L814 o {916) 440-58%1 |



Thomas Kenny : . -2- ' September 11, 1981

d. The exclusive employment with respect to which prevailing
rate data i1s to be derived, is that associated with the
initial construction, installation, maintenance, repair,
extension, re-construction and subsequent construction of
cable systems within the ten metropolitan counties.

The substantive contents of the enclosed draft are scheduled for consideration
during a meeting of the subcommittee of the Sacramento City Council and Board
of Supervisors to be held at 4:00 p.m. on lednesday, September 23, 1981, in
Hearing Room Two, adjacent to the Board of Supervisors Chambers. To date, the
subcommittee has declined to receive oral comments during their meetinas upon -
materials submitted for their review. Rather, the subcommittee has requested’
that written comments be filed for their review not ]ater than the Friday
preced1ng the dateof the meeting. :

A vTherefore; should vou desire to make any criticisms, suggestions, or other
comments concerning the enclosed draft, they should be made in writing and
received by me not later than 12:00 ncon on Friday, September 18, 1981.

As always, I will berappy to d1<cuss these matters with you persona]]y should
you so des1re .

Very truly yours, | -

. . ‘a ,,/j - E

=
HILLIAM R. FREEMAN A
Assistant County Executive -

KRF : emw
' Attéchment

cc: A1l interested cable operators
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Mr. William R. Freeman, Assistant

County Executive : : L o ' ' P
County of Sacramento - I
700 H Street o Tt
Sacramento, CA 95814 '

September .3, 19381

Dear Mr. Freeman:

This is in reply'to your letter of Augnst 24, 1981 in which you réquested
assistance in establishing a prevailirg wage rate for a cable television
franchlse. : :

In your letter, you asked:

1. Is it possible to obtain information relative to the schirlc
- duties jincluded in the claaulflcatlons for whlch you provide
prevailing rate flvure

Answer: Yes, the Dictionary of Occupational Titles (DOT) provides
descrlptlve information concerning most jobs in the American
economy. - Copies may be obtained from the Superintendent of
Documents, U. S. Government Printing Office, Wash*rgton, D.C.
'20402.  You local library may also have a copy.

If you cannot find the occupational information you need in the DOT
you should contact the State Employment Development Department.

2. Will you develop rates for classifications not currently covered?

Answer: We will only determine the prevailing wage rate for crafts covered

under the State public works statute. p
Enclosed for your convenience 1s a copy of our booklet, Payment gf.Prevailing
Wages. Section 16011, page 20, 'defines the term “prevailing rate” as used by
the Director in issuing prevailing wage determinations.

Sincerely,

S B

Sara Behman
Chief

Encl,

T 12
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dnited
cable television _
of sacramento, inc.

A Subsidiary of United Cable Television Corporation

September 18, 1981

TO: Subcommlttee of Governing Bodies on Cable Television

FROM: - Suzanne M. Wood/Mary Lou Wright /E%f%%/fiéLAégﬁ

SUBJECT: Prevalllng Wage Rates

|}

POSITION: United Cable Television Corporation opposes the
1mp051t10n of additional prevailing wage rate regulation be-
cause such .a .concept would ultimately be detrimental to Sacra—
mento community 1nterests. :

COMMENT ;- Any provision which artificially establishes a' pre-
vailing wage by definition. erodes the employer- employee relation-
ship. While United acknowledges the concern. of the governing
bodies in the area of employment, we feel that the other provi-
sions of the ordinance adequately address the ‘problem, albeit
indirectly, without the drawbacks inherent in. the concept of
prevailing wage rates.

In order to attract competent workers, the operator -will have

to offer a competitive wage; otherwise, the system will not be

built adequately, nor on time, and.the ordinance already provides
very spec1f1c and 51gn1flcant penalties for such a breach. Further,
it is in the operator's best interest to offer the wages and benefits
necessary to attract ‘the quality of employee critical. to the com-
pletion and operation of the. system.

In addltlon, we have serious reservatlons about the w1sdom of
having ‘an element as intrinsic. to the employer-employee relation--
ship as the wage rate .determined by an entity answerable neither
to management nor labor and devoid of any interest in the welfare
of either. While a fair wage is a very desirable'goal we feel
that the concept of a prevailing wage rate is not a good avenue
for achieving that goal.

Finally, fromvthe standpoint of subscribers, the cost of the
annual study as well as the cost of the wages themselves are,

of necessity, reflected in the rates charged. The present provi—
sions define no costs or constraints on the annual study or in
any resultlng escalatlon of the wage rate.

For the above reason, United urges the governing bodies not -to
include. the provisions pertaining. to prevailing wage rates in the

proposed ordinance. i
1025 19th Street ® Suite 10 ¢ Sacramento, California 95814 ¢ (916) 448-8766 (916) 481-3091 (Home)



