
February 28, 2002

TO: The County Board of Arlington, Virginia

FROM: Ron Carlee, County Manager

SUBJECT: Review and consideration of amendments to §41.2 (Cable Television
Communications) of the Arlington County Code concerning regulation of
Basic service rates, equipment and installation charges.

RECOMMENDATION: 1.  Enact an ordinance amending, reenacting and recodifying
Chapter §41.2 (Cable Television Communications), Section §41.2-10, of the
Code of Arlington County Virginia concerning cable television rate
regulation; OR

2.  Enact an ordinance repealing Chapter §41.2 (Cable
Television Communications). Section §41.2-10, of the Code of Arlington
County, Virginia concerning cable television rate regulation; and adopt a
resolution reflecting the County Board’s determination of certification
withdrawal for Basic cable television rate regulation and notification thereof
to the Federal Communications Commission.

DISCUSSION:  Arlington County was certified by the Federal Communications
Commission (FCC) to regulate basic cable service as of August 21, 1994.  The FCC
defines Basic Cable service to include all local broadcast TV stations (commercial and
educational), plus Public-Educational-Governmental (PEG) access channels, plus any
other non-premium channel the cable operator chooses.  Under FCC rules, the County may
regulate only basic service rates, equipment and installation charges for Arlington cable
subscribers.  Cable Programming Service (called Preferred in Arlington), which includes all
other channels and Premium channels (e.g. HBO, ShowTime, Digital Service,
Pay-Per-View, etc.) are unregulated.

The FCC designed a formulaic process by which cable companies determine the
per-channel cost for their basic service program line-up.  The role of localities in the rate
regulation process is to assure that the cable company accurately calculates its costs and
applies the formula correctly.  Localities may not require the cable company to lower its
rates so long as the proposed basic service rates fall within the “reasonable” range
established by the FCC form. The Board has limited
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authority to regulate cable television rates in a meaningful way because federal law



precludes the Board from regulating either Preferred or Premium rates. The cable
company may offset any decreases in the basic tier with increases in the rates for these
higher tiers of service.

The substance of rate review is performed through the Cable Administrator with
assistance from outside financial and legal consultants. The current cable television
ordinance provides for annual rate review and approval by the County Board and that the
Board consider and act upon the rate filing at a public meeting.  As noted above, this
authority to review the rates for basic cable television, equipment and installation charges
is limited by federal law.

The Board requested that County staff and the County Attorney re-exam the
County’s rate review procedures to determine if there are alternatives to the current
process.  Two options, discussed further below, are available to the County Board to
address its concerns about cable television rate regulation:

1. Delegate to the County Manager the current limited rate regulatory authority; OR

2. Surrender the County’s rate regulatory authority through a decertfication process
with the FCC.

Delegation to the County Manager of Rate Approval Authority

An alternative to the current process is to delegate rate approval authority to the
County Manager.  Under this alternative, the County Manager, or his duly appointed
designee, would be authorized by ordinance to act on the rates as an administrative
matter.  Attached to this Board report is the ordinance amendment that would be required
to implement this alternative.

Surrender County Rate Regulatory Authority

A second alternative is for the County Board to surrender its rate regulatory authority
entirely by decertifying this authority with the FCC.  Federal law provides that a locality may
surrender its regulatory authority by taking formal action to decertify upon a finding that rate
regulatory authority no longer serves the interests of cable subscribers and that it has
received no consideration for its withdrawal of certification.  Decertification is effective
upon written notice to the FCC.  An ordinance amendment (attached) and a resolution
(attached) making the above findings would be required to implement this alternative.

The Cable Television and Information Technology Advisory Commission (CTITAC)
will receive public comment at its meeting on Wednesday, February 27, 2002.  The
CTITAC will present its recommendations in a written report to the Board for consideration
at the March 9, 2002, Board meeting.


