Memorandum Date: January 25, 2006
Order Date: February 8, 2006

TO: Board of County Commissioners
DEPARTMENT: County Administration Office
PRESENTED BY: Peter Thurston, C&ED Coordinator

AGENDA ITEMTITLE: ORDER/IN THE MATTER OF CONSIDERING CHARTER

COMMUNICATION'S NOTICE OF RATE CHANGE FOR
THE FLORENCE/DUNES CITY SERVICE AREA

It is

MOTION
moved that the Order be adopted in the matter of considering Charter

Communication’s notice of rate change for the Florence/Dunes City service area.

AGENDA ITEM SUMMARY

Charter Communications requests approval (Attachment A) of their proposed rate
change for Basic cable television service in the Florence/Dunes City services area,
including the unincorporated areas adjacent to these cities, as described in
Attachment A.

BACKGROUND/IMPLICATIONS OF ACTION
A Board Acti | Other Hist

In 1992, by Ordinance 6-92, the Lane County Board of Commissioners established
a cable television franchise covering unincorporated areas such as McKenzie
River Valley, Mohawk Valley, Noti, and Mapleton; and areas adjacent to small
cities around the county. Attachment C shows generally where these Charter
cable television service areas are located. The rules that govern the franchise
process are authorized in the federal 1996 Telecommunications Act. Charter's
franchise is set to expire in June 2007.

According to the rules of the Act, Charter is required to report annually on the
adjustments that affect the basic cable rate in the Florence/Dunes City area. This
service area adjacent to Florence and Dunes City on the coast is the only area in
Lane County that remains regulated in this way. The calculations by Charter
indicate that the rates for Basic service should be $18.15 in 2006. Charter is
proposing that the rate be $19.99, $1.84 above the Maximum Permitted Rate

(MPR). Charter states in its letter (Attachment A} that a waiver is needed from
1



l.ane County to implement this rate. In Board Order 05-2-9-1, adopted in early
2005, the Board took action recognizing Charter's request at that time for a 2005
basic rate $4.02 above the maximum permitted rate. This current monthly basic
cable rate is $23.94.

B.  Policylssues

The primary policy issues related to this proposed action to change the basic cable
rate include: 1) the degree to which Lane County wants to be directly involved in
business decisions of the franchisee, and 2) consistency, faimess, and
reasonableness of the proposed rate.

The proposed Order includes action on the question of rate change consistent with
the proposal by Charter's proposal and past practices of Lane County. The
premise is that if there is no objection from subscribers or from the cities in the
coast service area, then it is fair to maintain consistent rates for basic service, even
if this is $1.84 above the federal formula for basic service. Charter is seeking to
establish a uniform basic cable rate of $19.99.

C. Board Goals

Lane County Strategic Plan goals include the following outcomes that are affected
directly and indirectly by cable television services: 1) “work for a strong regional
economy” . . . is enhanced when people in all communities of the county have
access to meetings of the Board of Commissioners that promote economic
development; 2) providing “opportunities for citizen participation in decision-
making, voting, volunteering, and civic and community involvement” . . . are directly
affected by education and government information on cable television channels; 3)
“ensuring the public’s safety . . . emergency preparedness . . . [and] law
enforcement” . . . is facilitated through public access channels. Many other public
benefits are derived when public channels are available in a uniform way wherever
cable television facilities exist.

The Board of Commissioners has expressed the objective of providing public
access to Board of County Commissioner meetings on cable television channels
throughout the county. To date, this objective has not been included in a formal
action of the Board of County Commissioners. The action proposed in the Order
only deals with the question of rate change in the Florence/Dunes City service
area outside each of these cities.

D. Ei ial and/or R Considerati

Based on federal cable television franchising authority, Lane County receives a 5-

percent franchise fee on cable television services delivered outside the municipal

jurisdictions in the county. Lane County's franchise revenue from Charter to the
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general fund has been about $160,000 per year. This revenue source is at risk if
federal legislation is adopted that removes local franchise authority by cities and
counties. Adoption of the Order minimizes staff time in this matter. Further
evaluation and investigation of the rate change will take time and resources from
other economic and community development activities.

E.  Analysis

Whether this proposed action is considered raising the basic cable rate above the
maximum allowable rate by $1.84 or lowering it by $3.95 from the current rate, to a
proposed monthly rate of $19.99, is a matter of perspective. The underlying
question has to do with reasonableness of the rate and fairness. It seems fair to
have a similar rate for basic service, whether a subscriber is inside the cities or in
the unincorporated areas around the cities.

The proposed reduction in basic rate (from $23.94 to $19.99 per month) probably
is substantially the resuit of the new, expanded, digital high definition television
service, and higher rates, introduced in the service in 2005. Staff has not done a
detailed analysis of the calculations required of Charter on FCC form 1240 to
determine the maximum permitted rate. The cities of Florence and Dunes City
have reviewed the request from Charter fo change the rates and have at this time
elected not to respond. The cities do not have regulatory authority in this matter.

F. Alternatives/Qptions

The Board may adopt the Order, amend portions of the Order, or decide not to
take any action at all. There is no requirement that any action be taken.

Option 1 — Adopt the Order as presented to acknowledge Charter's basic rate
change.

Option 2 — Request clarification of portions of the Order before taking action, and
postpone action to a later date.

Option 3 — Determine not to adopt any of the provisions of the Order at this time.

V. TIMINGAMPLEMENTATION

Charter Communications requests that the waiver of basic fee be acknowledged
by Lane County as soon as possible by signing the waiver Charter has provided
(Attachment A).



VI. RECOMMENDATION
It is recommended that the Order be adopted including direction to sign the waiver
presented by Charter, subject to legal counsel review.

VIl. EOLLOW.-UP

Upon approval by the Board, the “waiver” provided by Charter will be signed and
returmed to Charter with a copy of the Order approved by the Board.

Vill. ATTACHMENTS

ORDER

A ~ Charter notice of rate change — December 6, 2005

B — Charter Channel Line-up for Florence/Dunes City service areas
C — Map of Charter service areas in Lane County

\BCC Charter request for rate change 1-06.doc



IN THE BOARD OF COUNTY COMMISSIONERS, LANE COUNTY, OREGON

ORDER NO. ) IN THE MATTER OF CONSIDERING CHARTER
) COMMUNICATION'’S NOTICE OF RATE CHANGE FOR THE
) FLORENCE/DUNES CITY SERVICE AREA

WHEREAS, Lane County is a local franchise authority for the unincorporated areas of
the county, including about 4,000 subscribers in and around communities across Lane
County's 4,600 square mile area, and

WHEREAS, Charter Communications, serving the rural areas of Lane County, has
submitted a request for Lane County to approve rate adjustments in the
Florence/Dunes City service area for 2006 that are lower than the current (2005) basic
cable TV rates, however are higher than the maximum permitted rate as determined by
federal communications commission formula, NOW, THEREFORE, IT IS HEREBY:

ORDERED, that Lane County hereby acknowledges the rate change for basic cable
television service in the regulated service area adjacent to the cities of Florence and
Dunes City ($1.84 above the maximum permitted rate) and authorizes signing of the
waiver requested by Charter Communications.

FURTHER ORDERED that the County Administrator is authorized to sign the Charter

Communicatio_ns waiver related to basic cable television rates for 2006, as described in
the Order, after review by County Counsel.

Signed this g™ day of February, 2006.

Bill Dwyer, Chair
LANE COUNTY BOARD OF COMMISSIONERS

APP OV?) AS TO FORM

Date Lane

t

QFFICE OF COUNSEL



Attoclhment A< |

December 6, 2005

Peter Thurston, Community and Economic Development Program Coordinator
125 E 8" Avenue
Eugene, OR 97401

Dear Mr, Thurston,

Last year the Lane County Commissioners approved via Order No. 05-2-9-1 a basic rate

adjustment above the maximum permitted rate (MPR) and the moving of the date for rate
adjustments to March of each year.

In accordance with the Federal Communications Commission (FCC) Rules and
Regulations, Lane County in and around the City of Florence and Dunes City is a
regulated Community. Charter Communications must give a 90-day notice to any rate
changes and no sooner than twelve (12) months since previous rate change. In the current
Franchise agreement it speaks to a thirty (30) day notice, which is correct in the
unregulated area’s of Lane County, although ninety (90) is required in this regulated
portion of Lane County (Florence area).

The current 2006 MPR (Maximum Permitted Rate) has a 1240 filing calculation of
$18.15, our current rate is $23.94 for both Lane County, Florence and Dunes City. We
would like to lower our rate to $19.99 on March 15, 2006 for all three of these
communities. Since Lane County is the only remaining regulated community we will
need your authorization to change our Basic rate to a rate exceeding the 2006 MPR.

Current (2005) Basic Rate: $23.94
2005 FCC 1240 MPR $19.92

Proposed (2006) Basic Rate: $19.99
2006 FCC 1240 MPR $18.15

It is truly rare these days when a Communications Company actually lowers their basic

rate considering that operation costs such as programming, fuel and supplies have
continued to rise at such a steep rate.

We are looking for your approval for this rate change above the MPR to match the
adjacent areas, as some are right across the street from one another. All have the same
channel line-up and are fed from the same fiber and coax.



Charter Communications will need a waiver approved by the Lane County
Commissioners for a basic rate above the MPR. Last year the Commissioners approved a
basic rate that was $4.02 above the MPR, this year for 2005 Charter is looking for a
waiver to charge $1.84 above the MPR for this regulated area.

1 would appreciate an opportunity to meet with the Lane County Commissioners to
present this scenario and answer any questions they may have for allowing this rate
change. I can also be reached directly at (541) 888-1997.

Please sign both copies and keep one copy for your records and send the other back to
me.

Sincerely,

At

Chris Hinzmann
Operations Manager
1400 Newmark Ave.
Coos Bay, OR 97420

Name Signed on Behalf of Lane County

Print Name

Title

Date
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