
Satellite TV’s Position on Discriminatory TV Taxes



Cable companies 
pay rent to local 

government for the 
right to dig up public 
streets and sidewalks 
and string wires from 

utility poles. 

That rent is 
called a 

Franchise Fee.  



Satellite TV uses 
innovative 

technology that 
does not require 

us to dig up 
streets and 
sidewalks to 

deliver service to 
our subscribers.



Satellite & Cable: Same Service, 
Different Business Costs
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Making satellite customers pay franchise 
fees is like making airline passengers pay for 

train tracks.  
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It would be like making cable customers 
help pay to launch satellites into 

outer space.
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United States Supreme Court:

Right of way fees are rent 
for private use of public land.

CITY OF ST. LOUIS V. WESTERN UNION TEL. CO., 148 U.S. 92, 99 (1893)



Federal Case Law: 
Franchise fees are rent

“Franchise fees are not a tax . . . but essentially 
a form of rent [i.e.,] the price paid to rent use 

of public right-of-ways . . . there can be no 
doubt that franchise fees imposed on the 

cable operator are part of a cable operator's 
expense of doing business.”

City of Dallas v. FCC, 118 F.3d 393, 397-98 (5th Cir. 1997)



State Case Law: 
Franchise fees are compensation

The [right-of-way] fee is not a tax but instead is 
compensation, representing a specific charge 

assessed … for commercial use of [city]-owned 
rights-of-way to generate private profit.

CITY OF GARY v. INDIANA BELL TEL. CO., 732 N.E.2d 149, 156 (Ind. 2000).



Cities: 
Franchise fees are rent

What is a franchise fee?  In short, franchise fees are 
the "rent" or "reimbursement" utility and cable 
providers pay for the use of the public's right-of-
way.

Are franchise fees a tax?  No. Franchise fees are 
simply the cost utility and cable providers incur for 
being allowed to place their facilities in the public's 
right-of-way. Franchise fees are considered a cost 
of doing business.

GEORGIA MUNICIPAL ASSOCIATION, www.gmanet.com 



Cable Companies: 
Franchise fees are rent

Franchise fees, in turn, are commonly understood to be 
consideration for the contractual award of a government 
benefit.  Many cases have treated franchise fees as a form of 
“rent.” Cable franchises are enforceable as contracts, even 
though they are traditionally awarded by ordinance. . . .  The 
contractual nature of cable franchise fees removed them far from 
“taxes.” Taxes simply have no contractual element; they are a 
demand of sovereignty.  The consent of the taxpayer is not 
necessary to their enforcement.  

Brief submitted by Time Warner in the case of Time Warner Ent’t – Advance 
Newhouse P’ship v. City of Lincoln, Case No. 8:04- CV-2049 (D. Neb. 2004).



2015
Annual 

Report to 
the SEC



Our largest asset, 
our cable franchise 
rights, results from 

agreements we have 
with state and local 
governments that 

allow us to construct 
and operate a cable 

business within a 
specified geographic 

area.



2015 Franchise 
Rights Valuation:  
$59,364 Billion



2015
Annual 

Report to 
the SEC



As an example, 
TWC is assessed  
franchise fees by 

franchising 
authorities, which 
are passed on to 

the customer.



2015 Franchise 
Rights Valuation:  
$26,936 Million



SEC filings must be certified as true 
under threat of criminal penalties

Sec. 1350. Failure of corporate 
officers to certify financial reports

(c) Criminal Penalties.--Whoever—

(1) certifies any statement ... 
knowing that the periodic report 
accompanying the statement does 
not comport with all the 
requirements set forth in this 
section shall be fined not more than 
$ 1,000,000 or imprisoned not more 
than 10 years, or both; or

(2) willfully certifies any statement … 
knowing that the periodic report 
accompanying the statement does 
not comport with all the 
requirements set forth in this section 
shall be fined not more than               
$ 5,000,000, or imprisoned not more 
than 20 years, or both.



Since 2009, Cable Has Pushed For A 
Discriminatory Tax 62 Times in 25 States



5 States Have Enacted Some Form Of 
Discriminatory State Tax on Satellite TV.



The 5 Discriminatory Tax Schemes

Tennessee (1999):
Sales tax exemption for first $15 of cable bills, but 
not satellite bills.

*Florida (2001): 5.9% Tax on Cable; 9.9% tax on Satellite TV.

Ohio (2003): 5% state sales tax on only satellite TV.

Utah (2007): 
6.25% state sales tax on all pay TV providers; 
offset of up to 50% of cable franchise fees. 

Mass. (2009): 5% state sales tax on satellite TV only. 

On June 11, 2015, a Florida appellate court ruled that the state’s discriminatory tax on satellite TV – which dates back to 2001 – violates the dormant 
Commerce Clause of the U.S. Constitution. That decision is being appealed.  On June 16, 2015, legislation was enacted to permanently reduce the state 
portion of cell phone and satellite taxes by 0.9 percent.



Another 3 States Eliminated Franchise Fees 
and Forced Satellite TV Subscribers To Help 

Backfill The Lost Revenue. 



5 + 3 = 8 States …



In summary:

• Despite repeated efforts by cable’s army 
of lobbyists, no state has enacted a 
discriminatory satellite Tax since 2009.  

• The only growing trend is state 
legislatures’ repeated rejection of cable-
sponsored discriminatory satellite TV tax 
proposals. 



Conclusion

Competition brings lower prices, higher quality and better service.  
But, when discriminatory taxes are imposed, competition suffers, 

service gets worse, quality goes down, and prices go up.


