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Dear Ms. Dortch:

AT&T Inc. (“AT&T”) provides the attached response (the “Response”) to the letter dated
October 7, 2014 from William T. Lake, Chief of the Media Bureau of the Federal
Communications Commission (the “FCC” or the “Commission”), and the Information Request
for AT&T attached thereto (collectively, the “Request”).!

With respect to certain Requests, AT&T identified responsive documents using keyword
searches of AT&T documents submitted to the Commission in the AT&T-DIRECTV
proceeding, MB Docket 14-90. Where the Request seeks charts, spreadsheets, or similar graphic
or tabular information, responsive information is provided in exhibits to the Response. An Index
of Exhibits is appended to the attached Response as Exhibit A. A description of the
deduplication methodology is appended as Exhibit B.

The Request calls for AT&T to submit certain information and documents that are
sensitive from a commercial, competitive, or financial perspective, and that AT&T would not

! Applications of Comcast Corp., Time Warner Cable Inc., Charter Communications, Inc., Time
Warner Entertainment-Advance/Newhouse Partnership, and SpinCo for Consent to Assign or
Transfer Control of Licenses and Authorizations (MB Docket No. 14-57), Letter from William T.
Lake, Chief, Media Bureau, to Robert W. Quinn, Jr. (Oct. 7, 2014).
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reveal in the ordinary course of business to the public or its competitors. AT&T is submitting
information and documents on a Confidential and Highly Confidential basis pursuant to the
Modified Joint Protective Order for this proceeding that was issued on October 7, 2014. The
inadvertent inclusion of any material that is subject to an assertion of the attorney-client, attorney
work-product, or other applicable privilege is not intended as a waiver of such privilege.

Pursuant to discussions with the Commission staff, AT&T is submitting responses to the

data requests in the Information Request (Request No. 1) in the same manner and subject to the
same modifications as in AT&T’s responses to corresponding requests in the AT&T/DIRECTV
Information Request.” AT&T is also submitting its Response consistent with the following
modifications:

1.

Notwithstanding the definition of “Internet Access Service,” AT&T need not provide
information or data relating to services delivered over a mobile wireless broadband
network or satellite broadband network in its Response to the Information Request.

Notwithstanding the definition of “MVPD Service,” AT&T need not provide information
or data relating to such services delivered over a mobile wireless network, including but
not limited to the Mobile TV service offered through AT&T’s Mobility organization, in
its Response to the Information Request.

To the extent a Request seeks information for a particular geographic area or areas,
AT&T may limit its Responses to areas within AT&T’s 22-state ILEC wireline footprint.

AT&T may exclude from its Response data on business subscribers and business rate
plans or packages.

With respect to any Request that calls for data to be provided separately by service plan
or package, AT&T may instead respond with data at the service level for legacy
telephony service (i.e., for legacy telephony as a whole).

AT&T may rely on service-level subscriber billing information rather than line item
subscriber billing information in preparing its Responses as they relate to DSL and legacy
telephony services.

2 See Letter from Maureen R. Jeffreys, Counsel for AT&T Inc., to Marlene H. Dortch, Secretary,
Federal Communications Commission, MB Docket No. 14-57 (filed October 15, 2014).
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Pursuant to the Modified Joint Protective Order® AT&T is filing an unredacted Highly
Confidential copy of the Response with your office and a redacted public version in ECFS.
Additional copies of the unredacted Response are being delivered to the Media Bureau, while
DVD-ROMs containing the unredacted document production are being delivered to the
Commission’s document review vendor for use by the Staff.

Please contact me at (202) 942-6608 or Maureen.Jeffreys@aporter.com if you have any
questions regarding the information submitted today. Thank you for your assistance.

Respectfully submitted,

Maureen R. Jeffreys
Counsel for AT&T Inc.

Enclosures

cc (via e-mail): Best Copy and Printing, Inc.
Vanessa Lemmé
Marcia Glauberman
William Dever
Jim Bird

% Applications of Comcast Corp., Time Warner Cable Inc., Charter Communications, Inc., Time
Warner Entertainment-Advance/Newhouse Partnership, and SpinCo for Consent to Assign or
Transfer Control of Licenses and Authorizations, Modified Joint Protective Order, DA 14-1464 (MB
rel. Oct. 7, 2014) (“Modified Joint Protective Order”).
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RESPONSE OF AT&T INC. TO
INFORMATION REQUEST DATED OCTOBER 7, 2014

October 31, 2014
AT&T’s responses to the Request are as follows.
1. REQUEST:
For the period beginning January 1, 2013 through June 30, 2014, provide:
RESPONSE:

Subject to the modifications set forth in the letter accompanying this Response, AT&T is
providing the data as specified in the Attachments to the extent such data are available. Pursuant to
discussions with the Commission staff, AT&T is submitting the response to this data request in the
same manner and subject to the same modifications as in AT&T’s responses to corresponding
requests in the AT&T/DIRECTYV Information Request. Some of the requested data are not
maintained in the requested form in the ordinary course of AT&T’s business and may be incomplete
or contain inaccuracies. Exceptions to AT&T’s ability to report data in the manner requested are
indicated below.

a. plan level subscriber data by zip code for the period beginning June 1, 2013
through June 30, 2014, as requested in the Billing Plan Data Table (attached);

RESPONSE:
For its response to Request No. 1.a, AT&T has provided in Exhibits 1.a.1 and 1.a.2* the
information requested in the instructions and template for the “Billing Plan Data Table” as

requested, subject to certain limitations as follows: AT&T defines plans for standalone products

4 Exhibit 1.a.3 contains notes and definitions of terms used in Exhibits 1.a.1 and 1.a.2. Exhibit 1.a.4
contains descriptions of each MVPD package listed. Exhibit 1.a.5 contains descriptions of each
Internet Access tier listed. Exhibit 1.a.6 contains descriptions of each VolP package listed.
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only. Bundles are accounted for as a promotional discount for customers who purchase a service
plan of their choice for two or more different services. Notwithstanding this, AT&T has provided
information in Exhibits 1.a.1 and 1.a.2 for all unique combinations of standalone products. Pursuant
to discussions with Commission Staff, AT&T has not provided plan or package names for legacy
telephony services, but does indicate whether a combination of plans or packages includes legacy
telephony service. Further, pursuant to discussions with Commission Staff, AT&T may respond
with data at the service level for legacy telephony service. As such, AT&T has not provided
information for legacy telephony for the variable “unlimited_voice.”

[BEGIN AT&T CONFIDENTIAL INFORMATION]

[END AT&T
CONFIDENTIAL INFORMATION] Exhibit 1.a.1 reports the variables requested in the “Billing
Plan Data Table” including [BEGIN AT&T CONFIDENTIAL INFORMATION] [END
AT&T CONFIDENTIAL INFORMATION] for all U-verse plans and packages, and
combinations of U-verse plans and packages. Exhibit 1.a.2 reports the variables requested in the
“Billing Plan Data Table” except for the data related to [BEGIN AT&T CONFIDENTIAL

INFORMATION] [END

> [BEGIN AT&T CONFIDENTIAL INFORMATION]

Footnote continued on next page
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AT&T CONFIDENTIAL INFORMATION] Exhibit 1.a.2 includes both U-verse and legacy plans
and packages, as well as combinations of U-verse and legacy plans and packages. AT&T provides
the requested data on a monthly basis from July 2013 to July 2014. Disconnects data in Exhibits
l.a.1 and 1.a.2 are provided on a monthly basis from September 2013 to July 2014.

b. the residential locations for which the Company’s Internet Access Service is

available and provide the number of residential subscribers by census block,
technology and bandwidth as requested by the Internet Access Table (attached);

RESPONSE:

For its response to Request No. 1.b, in Exhibits 1.b.1, 1.b.2, and 1.b.3° AT&T s providing
data on customer locations where the Company offers service (ELUs) and subscribers for each
census block within AT&T’s 22-state wireline footprint, by technology type, and by Internet Access
Service speed tier available within that census block. ELU data and subscriber data are not available
for the requested months in AT&T’s currently available automated systems before December 2011,
and are provided starting in December 2011. Data are provided for July 2013 in lieu of June 2013
because DSL data is not available in AT&T’s currently available automated systems for June 2013.

In Exhibit 1.b.1, AT&T provides speed tier information by census block for the current
period only. September 2014 ELUs by speed tier and maximum speeds are provided alongside June
2014 subscriber counts for the response for June 2014. For earlier periods, Exhibit 1.b.1 reports

ELU and subscriber data by technology type. AT&T does not advertise upload speeds for Internet

Footnote continued from previous page

[END AT&T CONFIDENTIAL INFORMATION]
® Exhibit 1.b.4 contains notes and definitions of terms used in Exhibits 1b.1,1.b.2,and 1.b.3.
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service plans. AT&T provides Internet services on a best efforts basis, and states its speeds are
based on what a customer is capable of attaining, not what a customer is guaranteed to obtain.

Exhibit 1.b.1 reports ELUs for Internet Access Service for the current period for xDSL
(technology code 2), IPDSL (technology code 3), and FTTN with and without MVVPD Service and
FTTP combined (technology codes 4, 5 or 6). For historical periods, ELUs are reported for xDSL
(technology code 2), and for IPDSL, FTTN with and without MVPD service, and FTTP combined
(technology codes 3, 4, 5, or 6). Data limitations prevent reporting separately by technology code
for some subscribers and locations; in such cases subscribers and locations are classified as
“unknown.” AT&T is unable to further distinguish among these technologies in its combined ELU
and subscriber data. Exhibit 1.b.1 reports total ELUs, including both residential and other customer
locations, [BEGIN AT&T CONFIDENTIAL INFORMATION]

[END AT&T CONFIDENTIAL
INFORMATION]

In Exhibit 1.b.2, AT&T provides subscriber data by technology type and census block and
gives the download and upload speed taken by each subscriber. Exhibit 1.b.2 reports subscribers for
Internet Access Service for xDSL (technology code 2), IPDSL (technology code 3), and FTTN with
and without MVVPD Service and FTTP combined (technology codes 4, 5, or 6). AT&T is unable to
further distinguish among these technologies in its subscriber data.

In Exhibit 1.b.3, AT&T provides ELU data by technology type and census block. Exhibit
1.b.3 reports ELUs for Internet Access Service for xDSL (technology code 2), IPDSL and FTTN
without MVPD service combined (technology code 3 or 4), and FTTN with MVPD Service and
FTTP combined (technology codes 5 or 6). AT&T is unable to further distinguish among these

technologies in its ELU data. Data limitations prevent reporting separately by technology code for
4
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some locations; in such cases locations are classified as “unknown.” Exhibit 1.b.3 reports total

ELUs, including both residential and other customer locations, [BEGIN AT&T CONFIDENTIAL

INFORMATION]

[END AT&T CONFIDENTIAL INFORMATION]

C. separately, for each person from whom the Company purchases Transit

Service or provides Peering, provide the data requested in the Purchases of
Transit Service Table, Sales of Paid Peering Table, and Settlement-Free
Peering Traffic Table (attached).

RESPONSE:

AT&T exchanges traffic with 23 peers in the United States on a settlement-free basis. AT&T
has completed the “Free Peer Traffic” table template in the Microsoft Excel file entitled “Exhibit
1.c.” Column A provides the relevant month and year. Columns B and C provide name of the peer
and the name that the peer uses when doing business with AT&T. Columns D and E identify the
total capacity of AT&T’s links with each peer in megabits per second (“Mbps”), from January 2013
to June 2014.” Because all links are bi-directional, the capacity in Columns D and E are the same.
[BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

[END
AT&T HIGHLY CONFIDENTIAL INFORMATION] Columns F and G provide the 95th

percentile utilization in Mbps inbound and outbound to AT&T’s network for each month from

January 2013 to June 2014.% Columns H and | provide the amount of money paid (1) by AT&T to

" In some cases, the Exhibit shows capacity for a few months and then no capacity for subsequent
months. This typically occurs because peers sometimes set up links at an interconnection site and
find that they do not use or need it, and then cancel the capacity.

8 [BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

Footnote continued on next page
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peers and (2) by peers to AT&T for penalties or fees. [BEGIN AT&T HIGHLY
CONFIDENTIAL INFORMATION]

[END AT&T HIGHLY CONFIDENTIAL INFORMATION]
Columns J and K identify the start and end date for each contract. [BEGIN AT&T HIGHLY

CONFIDENTIAL INFORMATION]

Footnote continued from previous page

[END AT&T HIGHLY CONFIDENTIAL
INFORMATION]
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[END AT&T
HIGHLY CONFIDENTIAL INFORMATION]
2. REQUEST:
Explain or provide documents discussing:
a. the Company’s ability, as a provider of Internet Access Service over DSL

technologies, to compete with other Internet Access Service providers that
offer that service at the same or faster speeds;

RESPONSE:

Documents responsive to this Request may be found at Exhibits 2.a.1-2.a.146 and are
included in AT&T’s document production.

b. whether and to what extent increases in the speed of the Company’s DSL-

based Internet Access Service have allowed or would allow the Company to
compete more effectively for Internet Access Service subscribers;

RESPONSE:

Documents responsive to this Request may be found at Exhibits 2.b.1-2.b.140 and are
included in AT&T’s document production.

C. whether and to what extent the Company’s ability to compete for Internet

Access Service subscribers has been or would be increased if it were able to
offer Internet Access Service using FTTP;

RESPONSE:

Documents responsive to this Request may be found at Exhibits 2.c.1-2.¢.120 and are
included in AT&T’s document production.

d. the Company’s plans for capital investments that would increase the speed of

the DSL-based Internet Access Service it offers, and the Company’s reasons
to make those investments;
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RESPONSE:
Documents responsive to this request may be found at Exhibits 2.d.1-2.d.64 and are included
in AT&T’s document production.
e. the plans of the Company to replace Internet Access Service that it currently
provides over DSL with Internet Access Service over fiber to the premises
(FTTP) and the Company’s rationales in favor of or against such
replacements;
RESPONSE:
Documents responsive to this request may be found at Exhibits 2.e.1-2.e.189 and are
included in AT&T’s document production.
f. what download and upload speeds the Company believes are required to

support internet usage for video consumption by the average individual and
by the average household, both at present and in the future; and

RESPONSE:

There is no defined industry standard for video consumption by the average individual or
average household. Download and upload speeds required to support Internet usage for video
consumption for an individual or household will vary depending on a number of factors, including
the video and audio quality required and the usage by customers of the broadband technologies
available to those customers and their households, which in turn will depend on the network
technologies utilized by Internet Service Providers (“ISPs”) and programmers to deliver video over
Internet connections. Documents responsive to this Request, in that they refer to download or
upload speeds in connection with video streaming, may be found at Exhibits 2.f.1-2.f.81 and are

included in AT&T’s document production.
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g. churn, subscriber acquisition and retention costs, including the Company’s
subscriber costs incurred in switching to another provider of Internet Access
Service; and

Documents responsive to this Request may be found at Exhibits 2.9.1-2.9.64 and are

included in AT&T’s document production.

h. the reasons subscribers disconnect Internet Access Service or switch
providers thereof, including but not limited to, pricing, quality of service and
disputes between the Company and Edge Providers, CDNs or transit service
providers.

Documents responsive to this Request may be found at Exhibits 2.9.1-2.9.64, as

referenced above, and are included in AT&T’s document production.

3. REQUEST:

Explain or provide documents sufficient to show the Company’s policies or
procedures with respect to decisions to establish or augment interconnection
capacity with any CDNs, Internet backbone services, edge providers, Internet
Access Service providers, and all other persons with whom the Company may
engage in Internet Traffic Exchange.

RESPONSE:

AT&T offers three services that allow third parties to directly interconnect with AT&T’s
network: (1) peering; (2) Managed Internet Service (“MIS”); and (3) the Content
Interconnection Platform (“CIP”).

Peering. Large ISPs can often interconnect with AT&T through peering. Peering is a
private commercial arrangement under which two “peer” ISPs connect and exchange traffic.
Each peer provides the other with access only to its own customers — not to the entire Internet.

Although peering arrangements are “settlement-free,” in the sense that the two parties
typically do not exchange monetary payment, peering is not “free.” These arrangements are

barter transactions under which each peer network agrees to exchange roughly equal amounts of
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traffic, and comply with certain other terms (relating, for example, to traffic volumes and the
number and locations of points at which they will exchange traffic). When the ratio of traffic
exchanged between the parties is roughly equal (and other criteria are met), these relationships
benefit both parties by enabling them to avoid the cost of billing each other for transporting and
terminating roughly equivalent traffic.

AT&T’s peering policy is publicly available at http://www.corp.att.com/peering/.
AT&T’s peering policy is typical of those in the industry (and more generous than some).
AT&T’s policy allows a peer to transmit up to two times more traffic to AT&T than it receives
from AT&T. It thus allows peering even where there is a substantial traffic imbalance in favor
of AT&T’s peer. For existing peers, even if the imbalance modestly exceeds 2:1, AT&T’s
peering policy provides that it will work with the peer to find other ways to make the settlement-
free peering arrangement equitable and sustainable, such as implementing routing arrangements
that reduce AT&T’s costs of carrying the additional traffic. But where the imbalance of traffic
substantially exceeds 2:1, an Internet access service or other type of paid arrangement (e.g., MIS
or CIP, discussed below) is more appropriate.

[BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

10
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% See “AT&T Global IP Network Settlement-Free Peering Policy,” available at
http://www.corp.att.com/peering/ (“AT&T Peering Policy”) (“Peer must maintain a balanced traffic
ratio between its network and AT&T. In particular, a new peer must have: a. No more than a 2.00:1
ratio of traffic into AT&T: out of AT&T, on average each month. b. A reasonably low peak-to-
average ratio”).

11
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[END AT&T HIGHLY CONFIDENTIAL INFORMATION] Most
participants in the Internet backbone marketplace use “hot potato” routing. Under this approach,
each peer hands traffic to the other at the first possible interconnection point. The result is that
the receiving peer may have to carry the traffic long distances (sometimes across the country) to
deliver the traffic to the end user. By contrast, a peer using “best exit” routing delivers traffic at
the interconnection point closest to the end user, thus reducing the distance the traffic must be

carried on the receiving peer’s network.

[BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

[END AT&T HIGHLY CONFIDENTIAL

INFORMATION]

Y [BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

[END AT&T HIGHLY CONFIDENTIAL INFORMATION]

1 See AT&T Peering Policy (“Existing peers whose in: out ratio rises above 2.00:1 will be expected
to work with AT&T to implement best-exit routing or to take other suitable actions to balance
transport costs”).

12
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If the peer’s traffic imbalance rises to a level significantly above 2:1, AT&T considers
the peer to be out of compliance with AT&T’s peering policies, even if the peer is using best-exit

routing. [BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

[END AT&T
HIGHLY CONFIDENTIAL INFORMATION]

MIS and CIP. AT&T’s MIS service allows customers to choose the capacity of their
connections and to deliver as much traffic to AT&T’s network as those connections will permit.
AT&T’s MIS service is used by large content providers [BEGIN AT&T HIGHLY
CONFIDENTIAL INFORMATION] [END
AT&T HIGHLY CONFIDENTIAL INFORMATION] content delivery networks [BEGIN
AT&T HIGHLY CONFIDENTIAL INFORMATION] [END AT&T
HIGHLY CONFIDENTIAL INFORMATION], enterprises, and large and small businesses.
AT&T’s MIS service can be “on-net” services or transit services. An on-net service provides
access only to AT&T’s customers. Transit services are Internet Access Services in which AT&T
will deliver traffic to virtually any point on the Internet (directly or through its peering
arrangements with other I1SPs).

AT&T’s recently developed CIP service allows customers to collocate servers in
AT&T’s network at locations closer to the AT&T end users who will be accessing the content on
those servers. CIP customers purchase the space, power, cooling, transport, and other
capabilities needed to operate their servers in AT&T’s network. [BEGIN AT&T HIGHLY

CONFIDENTIAL INFORMATION]

13
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[END AT&T HIGHLY CONFIDENTIAL

INFORMATION]

14
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4, REQUEST:

Provide the most recent regularly prepared network planning documents including
but not limited to budgets and financial projections regarding the expansion,
development, deployment, and improvement of the Company’s Internet Access
Service.

RESPONSE:
Documents responsive to this request may be found at Exhibits 4.1-4.8 and are included in

AT&T’s document production.

S. REQUEST:

Provide examples of or documents sufficient to demonstrate examples of
negotiations between the Company and another person that did not result in an
agreement for the Company to acquire any rights (linear or non-linear) to distribute
broadcast or non-broadcast, video programming from that other person and, if
possible, explain the Company’s view as to whether such negotiations failed because
of: (i) any economic or non-economic Most-Favored-Nation clause in a contract with
another person; (ii) grants to distribute programming exclusively to another person;
or (iii) any other limits by another person on the distribution of the programming
being negotiated.

RESPONSE:

Exhibit 5 contains information responsive to this Request. To respond to this Request,
AT&T is providing information related to negotiations since January 1, 2012 between AT&T and
video programmers in which the terms had been reduced to a long-form agreement but has yet to
result in an agreement for AT&T to purchase the video programming.’? To address concerns related
to Video Programmer Confidential Information, the Exhibit omits the names of the video

programmers.

12 [BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]
[END AT&T HIGHLY CONFIDENTIAL INFORMATION]

15
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Tab 1 identifies the type of video programming pertinent to the negotiation and the date of
the proposal. Tabs 2 through 4 identify provisions from these negotiations responsive to subparts (i)
through (iii) of Request No. 5, to the extent such issues were raised in the long-form agreements
under negotiation. Some agreements contain multiple relevant provisions that could be affected by
negotiations between the programmer and another person responsive to subparts (i) through (iii).
Therefore, Tabs 2 through 4 will contain lists longer or shorter than the list of long-form agreements
identified in Tab 1. Each of these tabs includes the contract section and the provisions that were
being negotiated based on redlines in the draft long-form agreements and which party proposed
those redlines. Tab 2 identifies any proposed relevant price-related MFN and non-discrimination
provisions to respond to subpart (i). Tab 3 identifies any proposed carriage rights or launch
obligations. Tab 4 identifies any proposed authentication provisions. These tabs provide
information responsive to subparts (ii) and (iii).

AT&T is frequently in negotiations regarding the acquisition of video programming.

[BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

B [BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

Footnote continued on next page
16
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[END AT&T HIGHLY CONFIDENTIAL INFORMATION] [BEGIN AT&T VIDEO
PROGRAMMING CONFIDENTIAL INFORMATION] [END
AT&T VIDEO PROGRAMMING CONFIDENTIAL INFORMATION]

6. REQUEST:
Explain the Company’s use of data caps or usage allowances, including future plans
for such data caps or usage allowances, and how such plans are or would be affected

by the decisions of competing cable providers and competing DSL providers to
impose data caps or usage allowances.

RESPONSE:

Pursuant to the modifications to the Requests described above, this Response is limited to
wireline consumer broadband data usage allowances. Subject to that modification, AT&T responds
that in May 2011 AT&T first implemented a usage-based pricing allowance on Digital Subscriber
Line (“DSL”) services or High Speed Internet Service. The first bills reflecting this policy were sent

on or about October 2011, and the data allowance for DSL subscribers under this policy is 150

Footnote continued from previous page

[END AT&T HIGHLY CONFIDENTIAL INFORMATION]

17



REDACTED - FOR PUBLIC INSPECTION

Gigabytes (“GB”) per month for subscribers to DSL service. Under this policy the overage fee is $10
per each 50 GB of data usage in excess of the data plan.'*

Note that as part of this policy a DSL customer typically receives up to seven email
notifications prior to billing. The first time a subscriber’s usage exceeds the data plan he or she
receives a notice and is not billed. In subsequent months, AT&T sends additional notices any time
usage exceeds 65% and 90% of the data plan, and the second time usage exceeds 150 GB the
subscriber will again be notified but not billed. In subsequent billing periods, in addition to notices
regarding 65% and 90% usage, AT&T will provide an additional 50 GB of data for $10, and the
subscriber is charged $10 for every incremental 50 GB of usage beyond the plan.

AT&T currently offers its U-verse high speed Internet access (“HSIA”) subscribers a data
allowance of 250 GB/month for the lowest price data plan option; that allowance increases with the
speed of the service the customer buys.® Although AT&T currently describes the allowance under
the various HSIA plans on its website and incorporates the allowance as part of its standard terms

and conditions, [BEGIN AT&T HIGHLY CONFIDENTIAL INFORMATION]

[END AT&T HIGHLY

CONFIDENTIAL INFORMATION]

14 See http://www.att.com/esupport/article.jsp?sid=KB409045&cv=803#fbid=CNQoGO0t0Jvy
(Broadband usage FAQS).

1> See http://www.att.com/esupport/article.jsp?sid=K B409045&cv=803#fhid=CNQoG0t0Jvy
(Broadband usage FAQS).

18
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[BEGIN AT&T CONFIDENTIAL INFORMATION]

[END AT&T CONFIDENTIAL

INFORMATION]

19
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EXHIBIT A: INDEX OF EXHIBITS

Description Number
INAEX OF EXNIDITS ...ttt e e e et et e ettt e et ere e A
Description of Deduplication Methodology ..........coo e B
Billing Plan Data Table - U-verse Plans and Packages. ...........ccueouiiiiniiiieninnee e lal
Billing Plan Data Table - U-verse and Legacy Products Plans and Packages...........c.cccceveerieeneunnnn laz
Notes and Definitions for Exhibits 1.8.1 aNd 1.8.2 .......ccooiiiiiiiin e e e la3
Video Programming Channels and Packages INformation. ............c.cccoeoeoiinion e lad
Internet Access Service Packages INfOrmation.............ccoo i e la.b
VOIP Plans and Packages INFOrmation ...........ocouiiuiiiiiien it e e s l.a.6
Internet Access Table, ELU and Subscriber Data by Technology Type and Census Block ...........1.b.1
Internet Access Table, Subscriber Data by Technology Type and Census Block. ...........cc.cccceeeee. 1b.2
Internet Access Table, ELU Data by Technology Type and Census BIOCK ............ccccouvviieniennen. 1.b.3
Notes and Definitions for Exhibits 1.b.1, 1.b.2, and 1.0.3 ..o 1b4
Free Peer TraffiCc Table ... e e e lc

Documents Discussing AT&T’s Ability to Compete with Internet Access Service
Providers Offering the Same or Faster SPEAS .........cocv v e veeint e 2.a.1-2.a.146

Documents Discussing AT&T’s Ability to Compete for Internet Access Service
Subscribers with Increased DSL-Based Internet Access Service Speeds.................... 2.b.1-2.b.140

Documents Discussing AT&T’s Ability to Compete for Internet Access Service
SUDSCIIDEIS WIth FTTP oo et e e e e e 2.c.1-2.c.120

Document Discussing Plans for Capital Investments That Would Increase
the Speed of the DSL-Based Internet Access Service Offered, and the Reasons to
Make ThoSe INVESIMENTS ..ottt e ettt et e st e e 2.d.1-2.d.64

Documents Discussing Plans to Replace Internet Access Service Currently
Provided over DSL with Internet Access Service over Fiber to the Premises (FTTP)
And Rationales in Favor of or Against Such Replacements..........c..cccoooviiniien s 2..1-2.e.189

Documents Discussing Upload and Download Speeds Required to Support Internet

1
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EXHIBIT A: INDEX OF EXHIBITS

Description Number
Usage for Video CONSUMPLION.......coveiiiis e ettt et s s st st s e sn e 2.f.1-2.£.81
CRUIN REPOITS ..t ettt et et et st e et et et e se et et e eneas 2.0.1-2.9.64
Network Planning Documents for Internet ACCESS SEIVICE.......ccccvveviriiiriieries e e 4.1-4.8
Information Related to Negotiations Between AT&T and Video Programmers.........ccccceeeeeeeeeenne 5
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EXHIBIT B: DESCRIPTION OF DEDUPLICATION METHODOLOGY

In preparing the documents collected from custodians for production, AT&T has asked its
vendor (“Vendor”) to deduplicate them both “vertically” within each custodian’s files and
“horizontally” across custodians. In performing the deduplication, Vendor has compared the
encryption signatures, also known as the hash values, of responsive files. If the hash values for two
different items are identical, the content of the two files is deemed to be identical. “Key generation”
refers to the process of creating an encryption signature for a file so that files can be easily
compared. File hashing and metadata hashing are the two primary methods used to generate keys.
Vendor used the MD5 algorithm to determine duplicates.

Electronic Documents: The key value is generated using the entire file as the input, so Vendor used
both file hashing and metadata hashing on these files.

Email: Vendor used only metadata hashing on email files. Specifically, Vendor generated the key
value for a file by inputting the values of certain metadata after having extracted the metadata fields
when importing the file into its database. By using post-processed metadata, VVendor will be able to
replicate the key using the metadata that is stored with the file in Vendor’s database whenever
Vendor needs to perform further deduplication. Vendor used this method for both email messages
contained in mail stores and loose email messages.*

The fields shown in the following table are used to generate the deduplication key for both
stored and loose email messages:

BCC

Body

CC

From

IntMsgID

Email_Subject

To

Attach — These are first-level attachments in the email.

! Microsoft Outlook stores emails in two different file formats with two different file extensions, .pst
and .msg. The file extension .pst is used to identify all emails and their folder structure (including
attachments) stored by a particular user. The file extension .msg is used to store individual messages
or “loose email” outside of an email mailbox. Other types of loose email files include .eml files and
other RFC822-format emails.
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Operator

ITcllo, and welcome Lo the Time Warner Cable T'ourth Quarter 2012 Earnings Conlerence Call,
[Operator Instructions] Today's conlerence is being recorded. I you have any objections, you
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may disconnect at this time. Now, 1 will turn the call over to Mr. Tom Robey, Senior Vice
President of Time Warner Cable Inveslor Relations,

Tom Robey

Thanks, Candy. And good morning, cveryone. Welcome to Time Warner Cablce's 2012 Fourth
Quarter and Full Year Earnings Conference Call. This morning, we issued 2 press relcascs, one
detailing our 2012 fourth quarter and full year results and the other, announcing an increasc in
our rcgular quarterly dividend.

Belore we begin, there arc a couple ol items T want 1o cover, First, we reler to certain non-GAAP
measures. Definitions and schedules, selling oul reconciliations of these historical non-GAAP
financial mcasurcs 1o the most dircetly comparable GAAP [inancial measures, are included in
our earnings release and trending schedules,

And sccond, today's announcement includes certain forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995, which are based on
management's current cxpectations and beliefs and arc subject to uncertainty and changes in
circumstances. Actual results may vary materially from those expressed or implied by the
statcments hercin duc to various factors, which are discusscd in detail in our SEC filings. Time
Warner Cable is under no obligation to, and in fact, expressly disclaims any such obligation to
updatc or alter its forward-looking statcments whether as a result of new information, futurc
cvents or otherwisc.

And finally, today's press releases, trending schedules, presentation slides and related
recenciliation schedules arc available on our website at twe.com/investors.

With that covered, I'll thank you and turn the call over 1o Glenn Britl, Glenn?
Glenn A, Britt

Good morning, and thanks lor joining us. As we leok back on 2012, we have much to be proud
of. It was a year in which we grew revenue by almost 9%, powered by our acquisition and
success(ul integration ol Insight Communications, continued success in business services and the
best-ever year in advertising.

Broadband continucs 1o be our strongest product, We added another 0.5 million subs in 2012 and
improved the mix cven as we raised prices, a powerful combination. But considering that the
average customer used roughly 40% more capacity last year, and we increased our standard
speed by 50%, yet our pricing increasced by less than 10%, our broadband product is still a
terrilic value for customers,

We met or exceeded all elements of our guidance in 2012. In addition, we honored our
commitment to rcturn capital to sharcholders. We repurchased 22 million shares for $1.9 billion
in 2012, raising the total since initiation late in 2010 to over $5 billion.
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And through our regular dividend, we rcturned $700 million to sharcholders last year. This
morning, we announced a 16% increase ol dividend to an annualived rate of $2.60 per share,
demonstrating our continued confidence in our ability to generate very strong free cash flow.

Belore T turn the call over to Rob and Trene though, T want 1o spend a couple ol minutes on
residential video, our most mature and highly penctrated business. It faces challenges on 2 fronts.
The first is competition, The telcos and satellite companies are tough competitors and in a world
where we arc the original incumbent, the pressurce on our net adds is intense. Rob will speak to
the many ways we're working to compete better,

The sccond challenge is in video programming costs. Let me frame the issuc for you. Our
programming costs per subscriber has grown 32% in the last 4 ycars. Over that same period, the
Consumer Price Index has risen by 9%. So the math is pretty simple, programming costs have
been rising at morc than 3x the rate of inflation. Our residential vidco ARPU incrcascd 16% over
that samc period, so we've cffectively raised pricing a little faster than inflation but only half as
fast as programming costs have risen.

This situation is caused by a complicated set ol structural imbalances within the video
cntertainment industry, TU's ¢lear that this is not in the best interest of the consurmer, and it's also
clear that it can't continue (orever. What is less clear is whatl will happen Lo change the situation
or when. For our part, we will examine cach network with an expiring contract and attcmpt to
drop or reposition those that in our judgment do not add 1o the price value relationship of our
packagces. For the rest, we'll continuc to negotiate the best deals we're able to get.

In the casc ol sports, we've taken some sieps towards managing and siabilizing costs through our
Lakers and Dodgers deals. That doesn't mean these deals are inexpensive, but we do think they
arc betier than the potential alternatives. We're [celing very positive about the growth of our
business services and broadband businesses, We're doing an aw/lul lot to improve customer
scrvice, products and markcting, and we're pleased with our progress on all thosc (ronts, Rob
will lalk about specilic actions in a few minules.

So we have our challenges, but we're investing to capturc long-tcrm opportunitics, and our
business remains strong and stable.

Now T'll turn the call over to Rob and then Trene to dive into the details.
Robert D. Marcus

Thanks, Glenn. Good morning, everyone. This morning, I'd like to divide my comments in 2
paris. [n the first, Il give you my assessment of 2012 and (ollowing that, I'll share our priorities
for the new year. So to begin with. I would count 6 accomplishments in 2012 that we're
particularly proud ol that will provide a solid foundation for 2013, First, we made smart
investments to enhance the capacity of our network and improve our critical infrastructure. We
completed our DOCSIS 3.0 rolleut in 2012 and also began a process ol reclaiming bandwidth
previously dedicated to the delivery of analog video. These 2 steps enable us to dedicate more
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network capacity to our high-speed data offerings. That means we can handle more traffic and
deliver higher speeds.

In November, we opened our first National Data Center in Charlotte, which will cnable us to
begin the consolidation of video sourcing and infrastructure for high-speed data, cloud services,
phone and our internal cnterprisc systems. In addition, we've built out our own Content Delivery
Netwaork, or CDN, so we can elliciently deliver our managed TP video service without reliance
on third partics. These investments arc alrcady paying dividends, but as importantly, they
position us well lor the long term.

Sccond, we made our products better in 2012, Our Internet customers now have much morc
choicc. Opticnal usage-bascd ticrs arc available across virtually our entirc footprint, and we're
oftering faster speeds than ever before.

As Glenn mentioned, we incrcased the speed of our standard ticr of service by 50%, to 15
megabils per second. And in a couple ol cilies, we've added 75 and 100 megabils per second
olfcrings to our existing tiers, We also added around 10,000 WiFi access points during the year,
which when combined with the thousands ol hotspots activaled by our cable WiFi pariners, give
most of our Internct customers aceess to one of the most robust WiFi networks in the ULS. at no
incremental charge.

On the video front, we continued to upgrade our TWC TV apps, which we belicve represent the
maost advanced lincar TP vidco product in the industry, As many as 300 channels ar¢ now
available on a wide range of consumer devices in the home, And in December, we added 4,000
On Demand asscts to the 108 app, a number that will only grow over time,

And with our Roku announcement at the Consumer Electronics Show earlier this month, cur
customers soon will be able to watch Time Warner Cable TV on their tclevision without a leased
set-top box. The really good news is that our customers are starting to make use of and
appreciate the apps. In December, over 0.75 million unique customers uscd the TWC TV app
and they used it almost 4 million times. We're now focused on adding out-of-home capabilities
to the apps to make them cven more valuable to customers.

Belore | leave video, | have Lo point out thatl we also beeled up our programming lineup in 2012,
Glenn noted that we are becoming increasingly vigilant about ensuring that the money we spend
on programming yields real valug (o our customers, Bul that doesn't mean we're not interesied in
carrying ncw nctworks that enhance the value ol our video product. So in 2012, we added some
key sporis programming to our lineup, most notably NFL Network and RedZone, as well as the
Pac-12 Networks,

Tinally, we continued Lo innovaic in the voice space as well, In November, we launched the
Global Penny Plan, an international calling plan that cnables voice customers to call over 40
countrics for 50,01 a minule,

The third area I want to talk about is customer service. We made real tangible progress in 2012.
For example, we introduced 1-hour service windows in almost everywhere in cur [oolprint, In a
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number of citics, including New York City, we have somcthing that may be cven better, a 30-
minule window for the [irsi appointment of the day.

And wc've cven begun cxperimenting with real-time appointments. In addition, over the last
vear, we more than doubled our sell-installation rate, Last month, almost 30% ol installations
were performed by our customers, That's a huge benefit, both te our customers in terms of
convenience and 1o us in terms of truck rolls.

And we also completely overhauled our customer-facing web presence in 2012, cnabling more of
our customers to completc more transactions onlinc or from their smartphones.

Fourth, business services. What more can | say aboul business services? We posted organic
growth of morc than 20% again in 2012, Powcred by an expanded sales (oree, more buildings on
net and some new products, we think we can achieve that kind ol growth yet again in 2013.

Couple of quick business scrvices metrics. In 2012, we added morce than 1,500 pcople to our
business services headcount, that's a 35% increase. And we nearly doubled the number of
commercial buildings connccted with fiber.

Filth, the Insight integration has gone very smoothly. The [ormer Insight sysiems now look and
perform like Time Warner Cable systems. And although there's still work to be done, we fully
expect 1o realize $100 million in annual run rate lor synergies that we identilied before we closed
the deal last year.

And sixth, we took lull advantiage of the 2012 clection to post a record year in advertising salcs.,
Despite the success ol a number of imporiant initiatives in 2012, including those | just
mentioned, our (ull year residential subscriber resulls were somewhat mixed, And that's true of
the fourth quarter sub numbers as well,

If vou take a look at Slide 3 in our presentation materials, you can review the details for both Q4
and the full yecar, Video stats were a disappoiniment, We rcally hoped that 2012 was going o be
the year in which residential video net losses improved year-over-year. In fact, while our Enjoy
Betier campaign and aggressive packages [ucled strong connect volumes, increascs in
disconnccts led to net losscs that were worse than in 2011,

I am somewhal encouraged that the year-over-year trend improved in each quarter -- each ol the
last 3 quarters. In Q4, video sub losses were essentially flat versus Q4 of 2011. But we still lost
129,000 residential video subs in the fourth quarter, and that's just nol acceplable, So we've gol
much more work to do.

Internet, typically our siar perlormer, delivered 75,000 net adds in Q4. That's fewer net adds than
in Q4 of 2011. But the shortfall here was a conscious trade. Our modem fee drove a 6.3%
increase in residential HSD ARPU in the [ourth quarter, but undoubtedly had the cffect of
clevating disconnects. I will point out that our HSD subscriber mix continucs to improve. More
than 100% ol our Q4 n¢t adds were Lo our 30 and 50 megabits per sccond Licrs, And we
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continucd to competc well against the telcos. Fourth quarter net adds were still more than triple
the net adds ol AT&T and Verizon combined.

Voicc net adds for the full year were much better than in 2011, driven largely by our cmphasis
on Triple Plays, Q4 voice net adds came in at 34,000, just about where they came out in Q4 of
2011.

Onc other point worth noting is that Southern California led the company in subscriber
performance in the fourth quarter. Part of that, undoubtedly, is related to our addition of TWC
SportsNct and Pac-12 to the SoCal lincup. But in broader terms, I think our opcerations there arc
hitting their stride.

Some of our subscriber performance issucs are related Lo the environment, Compctition
continues 1o be tough, and the econamy is still challenging (or many consumers in our footprint,
But T belicve there are other lactors that ar¢e very much within our control,

So let me share with you what we're focused on in 2013. 1 mentioned that last year, we did a very
good job driving connects but didn't do as well on customer rctention. In 2013, we're redoubling
our efforts to get, grow and keep customers. Just last week, we launched a new pricing and
packaging architccturc designed to cnsurc that the phones continue to ring and consumers
continue to visit our website, but also to facilitate aggressive up-selling by our newly retrained
sales tcams.

And most importantly, we're making significant investments in retention capabilitics that should
help us keep the customers we have. A lot of this is simply about execution. It starts with
cnsuring that retention calls arc routed to retention specialists, and then, it's about arming thosc
specialists with training, processes and tools so they can handle issues that have been problems
for us in the past.

We've been losing loo many customers when their promotions expire. To [ix this issue, we will
adopt a much morc disciplined and consistent approach 1o managing post promotion pricing. We¢
can also do [ar beller working with customers who [(all into non-pay status, We think there are
meaninglul beneflits to taking a more customer scgment-specilic approach to handling late
payers,

And we know wc can be more cffective at retaining customers who arc moving within our
footprint, Of coursc, the best approach to reducing churn is 10 minimize the numbcr of customers
that call to disconncct in the first placc. That means we need to keep our customers happy. So in
2013, we'll continue Lo improve customer service by relining the initiatives we launched in 2012,
by improving the rcliability of our nctwork, increasing first-call resolution and reducing repeat
trouble calls, All ol that requires painstaking atiention o detail, butl we're committed to making it
happcn.

And we'll further enhance producis, too. Our customers will see a series ol updates Lo our apps
that will bring even more content and functionality to more devices. In addition, our cloud-based



Exhibit 2.b.5

uscr interface, running on 1P sct-top boxces and next-gencration DVRs, will deliver the biggest
change 1o the video experience that our cusiomers have experienced in a decade,

These arc scheduled for introduction in the sccond half of the year. In HSD, we are planning to
maore than double our network of WiFi Hotspots, with an emphasis on New York City. As Trene
will highlight shortly, we expect that business scrvices will continuc to drive a disproportionate
amount of growth in 2013, So we'll continue to [ocus on and invest in B2B. That means
additional cxpansion of our salcs force and more buildings on nct, as well as more ncw products.

Undcrlying our 2013 prioritics arc greater focus and better and faster decision making. To that
end, we announced organizational changes last weck to mark the final step in our evolution from
decentralized geographic operating units to a more centralized structure that we're internally
calling One Time Warncr Cable.

We cxpect that over timg, this more streamlined organization will deliver new products laster
and better in addition to more reliable service, It will give our employees greater clarity on their
roles and responsibilitics, And of course, we believe these changes will help us to deliver the
operational elficiency and profilable growth that our shareholders demand.

So in summary, wc're gratitied by our many successcs in 2012, and we recognize the need to
continually step up our game to meet the challenges of a world in which technology changes
faster cach year and compcetition continucs to be intcnsc.

We comc to battle well prepared with a fabulous high-capacity nctwork, morc than 50,000
dedicated employees and an org structure that is tailored to address the opportunities and
challenges we face. As I look forward, I am confident that we will succeed.

Thank you. And with that, I'll turn it over to Irene Lo discuss our [inancials,
Irene M, Esteves

Thanks, Rob. And good morning, everyone. I'll start with the fourth quarter highlights on Slide
4,

In the fourth quarter, we grew revenue about 10%, and we drove operating income and adjusted
diluted EPS growth just under 14%. Wc increcased the amount of capital returned to sharcholders
through dividends and sharc repurchases to $742 million,

In the following slides, I'll give you more insight into fourth quarter trends, point out some of the
key drivers of our performance and provide somc of our cxpectations for 2013,

So let's jump right into our [inancial resulis on the next slide. Revenue growth lor the [ourth
guaricr was driven primarily by acquisitions, busincss scrvices and political advertising,
Excluding acquisitions, revenue growth was 4.29%,
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As you can scc on the slide, we continuc to drive revenue by increasing total ARPU per customer
relationship, which increased 4% over last year and is approaching $120 per month,

We move on to Slide 6, fourth quarter business scrvices revenuc was up 26% or S106 million.
Excluding $17 million from Insight during the quarter, business services revenue grew 22%
year-over-year. That's our 11th consccutive quarter of at least 20% organic growth.

And looking at our organic growth, the $89 million increasc was driven by a 21% growth in
HSD from shared and dedicated Internet access, as well as Mctro Ethernct. 46% growth in
phone, 29% growth in managed and outsourced IT solutions and cloud scrvices and 16% growth
in wholcsale transport revenuc, mostly cell tower backhaul.

And we continug 1o invest in this growth opportunily and cxpccel these investments Lo drive 2013
lotal business services revenue growth in the 20% to 25% range.

For residential services, let's start with revenuc on Slide 7. We remain focused on driving both
subscriber volume, as well as revenue and profit per household. Fourth quarter revenue grew 7%,
and cxcluding the impact of acquisitions, revenue grew 1% driven by a robust 11% growth in
HSD while video revenue was down 3% and voice revenue was down 1%.

Our total residential subscription ARPU per customer relationship increased to S103.79 in the
fourth quarter, up 1.7% (rom last year's (ourth quarter,

Residential HSD ARPU increascd year-over-year for the 15th consccutive quarter, rising 6.3%,
doublg¢ the year-over-year growth rale [rom Q3 '12. The introduction ol a modem (¢e accounted
for about 3/4 of the ARPU growth, Improved subscriber mix also contribuled to this ARPU
growth, as we¢ migrate subscribers to higher-priced ticrs of service,

At quarter end, Turbo, Extreme and Ultimate subscribers comprised over 23% ol our residential
HSD customer base, up from 19% a year ago and just 11% 3 years ago. Vidco ARPU increascd
0.7%, driven by price increascs, a more (avorable video subscriber mix and increased cquipment
rentals. These factors were partially offsct by & decline in vidco-on-demand and premium
channel revenue per sub. Voice ARPU declined 4.1%. Of course, all of these ARPU numbers arc
affccted by the allocation of the bundle discounts.

On our next slide, in the lourth quarter, political ad revenue accounted (or over 3/4 ol our total
advertising growth of 29%. Excluding political, fourth quarter advertising was up a strong 7%,
driven by the acquisition of Insight and the additional ad inveniory on the L.A. RSNs. In
advertising, we achieved a new milestone by crossing the $1 billion mark in annual revenue.

So let's turn 1o Slide 9. Adjusted OTBDA increased 5.6% in the lourth quarter compared to last
year. Fourth quarter total operating expense grew 12.5%, largely driven by acquisitions, LA,
RSN costs, including the Lakers rights Ices and our hiring in busincss seryvices. In Q4, the
combincd net costs from the Lakers and other new initiatives were about $60 million, putting our
[ull year nct cost at §110 million,
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But before we move on to operating income, let me pause for a sccond to tell you what
neighborhood we think we'll be in lor the 2013 revenue and adjusted OIBDA, We expect organic
revenue growth to be around 3% to 4%, comparable to the 3.5% growth ratc in 2012. In addition
lo organic growth, we will have 12 months ol Insight revenue in 2013 compared (o 10 months in
2012, So we cxpect total reported revenuc growth to be in the 4% to 5% range.

However, we expect adjusted OTBDA margin contraction ol 50 to 100 basis points, driven
primarily by programming cost growth pcr sub of around 10% related 10 adding new
programming services and rate increases, the absence ol high-margin political advertising
revenue and approximately 20% higher pension cxpensc.

In order to offsct some of this impact, wc continuc to pursuc opcrational cfficicncics throughout
the company, and Rob touched on some of thosc initiatives. But as you know, our efforts to in-
source the back-office of our phone scrvice will yicld only modest benefits in 2013, the more
significant savings comc in 2014,

As you build your 2013 quarterly modcls, recall that first quaricr margins typically siep down
from Q4 levels due to a variety ol faciors, including the timing ol employee-related expenses like
payroll taxcs and merit increascs, In addition, first quarter 2013 margins will be negatively
impacted by the absence ol high-margin political adverlising revenue booked in Q4, as well as
the timing of the Lakers rights fecs.

Moving on to Slide 10, operating income incrcasced 13.6% to $1.2 billion in the fourth quarter of
'12, rellecting a higher adjusted OIBDA in the lourth quarter 2011 wireless assel impairments,
partially ofTsct by increases in depreciation and amortization.

Higher D&A from Insight was partially oftset by lower depreciation related to the roll-off of
Adclphia and Comcast asscts. Wc incurred $17 million of merger-related and restructuring costs
in the quarter compared to $34 million in the fourth quarter of 2011.

So turning to Slide 11, our (ourth quarter diluted EPS was $1.68. Adjusted diluted TPS, which
excludes a number ol items allecting comparability, increased 14% to $1.57. And these items
allccting comparability (or both periods are detailed in Note 1 1o our press release, We expect
that in 2013, we'll deliver 10% 1o 15% adjusted diluted EPS growih.

Turning to capital spending on Slide 12. Capital spending finished the year as planned, including
about $100 million ol Insight-rclated CapEx, We invested $3.1 billion in total CapEx in 2012 or
14.5% of rcvenuc, a 40-basis-point decrcase from 2011, Business services' capital intensity was
31.9%, and rcsidential, advertising and other capital spending was at 12.8% ol revenue,

Fourth quarter CapEx was down 4% from a year ago to $904 million, and was 16.5% of revenue,
which was a 240-basis-point reduction [rom the lourth quarter of 201 1. Overall, we expect
capital intensity will continue to decline modestly, with full yvear capital spending around $3.2
billion 1n 2013,
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And moving on to free cash flow, excluding bonus depreciation, frec cash flow for the year was
up 25%, primarily due 1o higher adjusted OIBDA, lower pension contributions and lower income
tax payments duc to Insight NOLs and other onctime deductions. This was partially offsct by
higher interest payments and CapFx.

Before I sharc with you our frec cash flow expectations for 2013, let's flip to our favorite Slide
14 to give you a quick update on the impact ol stimulus programs over the next several years, As
vou know, the federal government extended 50% bonus depreciation for 2013 as part of the
American Taxpayer Reliel Act of 2012, This act elfectively delays the large step-down ol bonus
depreciation and tax deferrals for another year.

Assuming around $3.2 billion in 2013 CapEx, wc cxpect that the impact of bonus depreciation
deductions and reversals of prior-year benefits on cash taxes in 2013 will be around the same as
in 2012. The chart on this slidc highlights the net expected cash tax impact from bonus
depreciation as adjusted for the new act for 2017,

But we still cxpect to pay higher overall taxes this year than we did last ycar, given the non-
stimulus-relaled tax benelits we received in 2012, As aresull, we expect 2013 loial (ree cash
Mlow, including stimulus impacts, Lo decling to around $2.3 billion,

Let's move on 1o our capital return slide. We ended the year with net debt and prelerred cquity
totaling $23.5 billion, a $2 billion incrcasc from year-cnd 2011, and our reported Icverage ratio
was 3.01x our last 12 months adjusted OIBDA,

Including the normal adjustments, which include items like the underfunded pension obligations
and facility lcascs, and adjusted for a full year of Insight results, the leverage ratio is closer to our
target. And despite higher net debt year-over-year, our success at raising capital at lower rates
and managing our averagce costs through intcrest rate swaps resulted in a decline in our net
interest cost in the fourth quarter.

Our average cost ol debt has dropped from 6.5% Lo 6.0% over the last 2 vears, That's a 50-basis-

point drop on $26.7 billion of total debt or roughly $130 million of annual interest savings. In the
fourth quarter, we rcturned over 125% of frec cash (low or $742 million in total to sharcholders,

$171 million in dividends and $571 million in share repurchases. This was an increase ol 14% in
sharc repurchascs compared to Q3 and 56% over a ycar ago.

And given our strong and sustainable cash (low gencration, we announced another 16% increase
in our quarterly dividend to $0.65 a share or $2.60 on an annualized basis. And Ict me remind
vou that our sharc repurchasces arc really an outcome of our balance shect philosophy. We'rca
large borrower, and wc're committed to maintaining our solid investment-grade rating. To do
that, we manage 1o 3.25 leverage ratio with the normal adjustments over time,

So in summary, with these fourth quarter results, we have delivered another year of steady
financial performance and we continued to return excess linancial capacily 1o our shareholders, a
total of $2.6 billion in dividends and share repurchases in 2012, We extended our track record
loday by raising our quarierly dividend (or the third conseculive year.
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Thank you. And with that, I'll turn it over to Tom for the Q& A portion of the call.
Tom Robey

Thanks, Irene. Candy, we're ready to begin the Q& A portion of the call. [Operator Instructions|
First question plcasc, Candy?

Question-and-Answer Session

Operator

First question is Doug Milchelson, Deutsche Bank.

Douglas D. Mitchelson - Deutsche Bank AG, Research Division

I guess a question [or Rob, How meaninglully and how quickly can the initiatives you outlined
impact customer churn?

Robert D. Marcus

Doug, it's a great question, and my expectation 1s that certain of these initiatives that are very
exccution oricnted could have an impact right away. Others will take some time to actually
manifest themselves. Things that relate to customer satisfaction, reducing churn volume or churn
calls in the first instancce will unqucstionably take a longer time to have an impact. Exccution-
related changes, 1 think, can have a more immediate impact. But the goal is to work it on both
fronts, and my hopc is that we scc a better outcome throughout 2013,

Douglas D. Mitchelson - Deutsche Bank AG, Research Division

Yes, I mcan, the follow-up would be -- I mean, I know you don't like talking about potcntial
future video subscriber levels, But given the comment that you've had improvements cach of the
last 3 quarters, you've got the iniliatives you have underway, | mean I think people are going to
leave this call with the expectation that video sub losses arc going to start 10 improve in 2013, Ts
that fair or is it really loo early to gauge that?

Robert D, Marcus

It's what we're striving lor, but it's early 1o gauge any lull year resulls,

Opcrator

The next question 1s Jessica Reil Cohen of Bank of America Merrill Lynch.

Jessica Reif Cohen - BofA Merrill Lynch, Research Division
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1 was hoping you could give us some color on your newest RSN. What can you say about the
economics ol the Nodgers RSN? And how diflferent is it (rom the Iakers economics, which you
actually own?

lrene M. Esteves

Hi, Jessica, it's Irenc. The Dodgers deal is similar in cconomics to the Lakers deal in that we're
guarantced access to important sports programming over a long period of time. And our
objcctive here, as it was with the Lakers, is to cnsurc that access to programming at a ccrtain
cost. And we think over the long-term, this will be a lower cost alternative than if we had not
guarantced those rights for the 25-ycear period.

Glenn A. Britt

Jessica, this Glenn. [ just want to emphasize one thing that Irene just said. We do not pretend that
these deals arc incxpensive or cheap. And our sensc is that if we're going to carry these games,
they're going to be expensive when we get them. So what we think we've done with these deals 1s
to minimizc and stabilize the cost over a long time period. But we're not trying to pretend the
first vear 1s really, really cheap or anything.

Jessica Reif Cohen - BofA Merrill Lynch, Research Division

But is this why margins arc coming down in 20137

Irene VI. Esteves

It really doesn't impact us, Jessica, until 2014.

Jessica Reif Cohen - BofA Merrill Lynch, Research Division

All right. Okay. So can you say anything about the first year impact?

lrene M. Esteves

It should be minimal. We mighl have a litile bit of starlup cost, bul it's really a4 '14 impact.
Operator

Next question is Phil Cusick, JPMorgan.

Philip Cusick - JP Morgan Chase & Co, Research Division

I guess, just following up on Jessica's question, can you help us think about the -- arc the Lakers

and Dodgers RSN deals sort o more dilutive up (ront and so dragging margins even more than
might have been in a normal or sort of a -- you buying from the previous contract? But then we
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expect margins to improve over time. So arc we secing morce pressurc from these given the
structure, but again, you think it's better this way to do it?

Glenn A, Britt

Phil, thc answer is no. Again, wc think wc're stabilizing and minimizing costs over a long time
period. These -- in both cascs, these rights were up for auction in a scnsc and they were going to
be cxpensive no matter what happenced. We think we've donc the best of the alternatives.

Irene M. Esteves

And with the expericnee we've had with the Lakers, we'd say that given the net cost of that deal
compared to where sports rights programming i1s going, that we're confident that we made the
right decision with the Lakers and we're hopeful we made -- we'll find the same with the
Dodgers.

Robert D, Marcus

Even in the short term.

Philip Cusick - JP Morgan Chase & Co, Research Division

Can you give us any carly indication on what this should do to '14 margins as well?

Irene M. Esteves

It's 0o carly to say.

Operator

Next question, Laura Martin, Needham & Company.

Laora A. Martin - Needham & Company, LLC, Research Division

Let's lcave sports and talk about the Google overbuild in Kansas City. Can you guys give us any
updatec as to what's happening to your subscribers and cost down there? And then [ thought the
most intercsting thing to come out of CES was the Roku app, and I'd be interested in you guvs
sizing what that might mecan to your capital spending. Could that take that down? And Glenn,
strategically, should we cxpect to scc to roll that out over other platforms other than the Roku
platform?

Glenn A. Britt

Let me answer the last part, Laura, and then, Rob will do the first part. T think T've said this

before, but I'll repeat it, our goal is to have our video scrvices on every device that is capable of
displaying them and carrying them, So there's all sizes and shapes and varieties ol devices, but

13
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you should assume wc're actively talking to cverybody and that's our objcctive. So over time,
you will see a series ol announcements such as Roku. Boh?

Robert D, Marcus

Yecs, and just to amplify what Glenn said, Roku is just one example of many. Whether the actual
expericnce will be attractive to a broad number of customers, 1 think, remains to be scen. So 1
wouldn't anticipate mecaningful impact on our sct-top box cost in the ncar term. [ think this is
morc about the philosophy and dircction we're headed. So going to Google, just at the risk of
repeating what we've said before to put the Google overbuild in context, they have talked about
what will ultimatcly be a 600,000 home build, I think 300,000 of thosc homes arc in our
footprint. And if you gct to the subscriber level, it's something like 100,000 vidco customers and
100,000 HSD customers. So a very small pereentage of our total subscriber basc. And the reality
is most of the action is going to happen towards the back half of this year. So they really haven't
built out very much, and the customer impact we've scen, so far, is cssentially de minimis. That
said, we're hard at work ensuring that our customer rclationships arc strong, that our product sct
1s good. We recently increascd the tiers of service on HSD that we have available in the Google
footprint. And wc're now offering 100 megabits a second scrvice, which is the fastest we're
making available anywhere. So like with any overbuilder, we're ready lor the competition,

Glenn A, Britt

And Laura, il T could just add onc morg thing, T think that there's a lot o PR and a lot of hype
about this whole thing, The reality is, loday, there are nol really applications that require 1
gigabil per sccond. So our philosephy has been 1o keep our speeds in ling with what the market
demands and what it needs. There's no doubt in my mind that the speeds will, over time, get
faster and (aster as they have since we started this in 1996, So T expect some time in the future,
we'll have | gig, maybe 2 gigs. Butl other than PR and hype, this is nol a real need for anybody
right now,

Operator

Next question is Jason Bazinet, Citi,

Jason B. Bazinet - Citigroup In¢, Research Division

Just had a question either for Mr. Marcus or Mr. Britt. | guess, the entire cable industry i1s now at
a point where they've gone all digital and most ol the execulives seem Lo extol the virtues ol that
decision and claim that it's helped their fundamental results fairly significantly. Do you still
believe thal not going all digital 1s the right move? And il so, do you mind just elaborating on
what it is that you think makes your footprint or operational strategy fundamentally different

from the rest of the indusiry?

Glenn A, Britt
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Sure. 1 think if you cut through it all, going all digital is somcthing that cablc opcrators did to
increase the usable capacity in their plan by getting rid ol analog, So in that sense, 1l was
somcthing donc for the benefit of the cable operator, not particularly for the consumer. And it's
somewhat disruptive Lo consumers. Whai we've done is Lo initially creale more capacily by using
switch video, and that's stood us in very good stcad. We most certainly, over time, will be going
more and more lowards all digital, but we're doing it on an evolulionary basis, T actually think
the ultimate all digital is going to be IP digital, not MPEG-2, which is what everybody's stuck
with. So I think that as we evolve Lo that, we'll be doing all things IP and not sort of in this
intermediate phasc. So we actually feel very good about what we've been doing and 1 think the
future il's going to pay big dividends.

Robert D, Marcus

Lct me just clarify onc thing that I mentioned in my preparcd remarks. We are, in fact, in the
process of reclaiming bandwidth that's previously been dedicated to analog video. And the way
wc're going about doing that is, as Glenn mentioned, rather than doing a flash cut and ccasing to
deliver all of the networks in analog, we're starting rcally with the most -- the least viewed
nctworks and kind of chipping away at the lincup and ccasing to dcliver those networks in analog
when a customer, who likes Lo walch those networks but doesn't have a set-top box, raises their
hand, then wc provide them with the D-to-A converter. Se we can increase the usable bandwidth,
10 use Glenn's term, without some ol the related disruption that generally is associated with these
transitions. So we think we've struck the right balance, and it's working quite well.

Glenn A. Britt

I think just to be clear also, we have gone all digilal in some markets where we needed the
capacity, So New York City is onc of them and parts of LA, and then maybe some other places,

Operator

Next question, Marci Ryvicker, Wells TFargo,

Marci Ryvicker - Wells Fargo Securities, LLC, Research Division

1 just had a quick question for Irene. Can you share with us your thoughts on share repurchase
activity (or 20137 I know last year, you had told us that it should be more than (ree cash low,
Should we expect the same thing again?

lrene M. Esteves

Hi, Marci. On free cash flow, what we've said is we're guided by our 3.25 leverage ratio, and
wc've been very consistent talking about that, and we will continuc to usc that as a guiding
principle. I'm not giving specific guidance on the pace, but as you look back on our history, you

can sce that we've consistently increased the pace, and that we arc fully committed to 3.25
leverage ratio over time.

15
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Marci Ryvicker - Wells Fargo Sccurities, LL.C, Rescarch Division

And can you just clarily (or (ree cash lMow guidance there, I've seen a couple of dilTerent
calculations between $2.3 billion and $2.5 billien. Is there a detinitive number for 20137

Irene M, Esteves

We said it will be around $2.3 billion,

Operator

Next question is a Jason Armstrong, Goldman Sachs.

Jason Armstrong - Goldman Sachs Group Inc., Research Division

Rob, you mentioned, | think, in your up(ront remarks that Southern California is the bright spot
operationally. I realize we've obviously talked about the Dodgers deal a decent amount. You
were early in that markel with WiFi initiatives, garly obviously with RSN ownership relative to
the rest of the footprint. Are those the key drivers that are impacting performance there? And to
what extent, do you think, that can service sort of a broader blueprint?

Robert D. Marcus

Yecs. So I think that the programming benefits we got out of the TWC SportsNct and maybc as
significantly, Pac-12 Networks, did definitely help subscriber performance in SoCal in Q4. WiFi,
T think it's still carly days. We've got a nice network of WiF1 Hotspots in L.A., and the evidence
wc have so [ar certainly suggest the correlation between churn reduction and WiFi utilization,
But candidly, the usage is still at a level that I can't point to 1t having a meaningful impact on
overall subscriber performance, We belicve in the benelits of WiFi Lo our customers, but T think
it's a little carly to say that, that's a big driver of the subscriber performance. 1 think morc than
anything clsc, what T would atiribute it 10 15 superior cxccution, We've spent a lot o encrgy and
it's been a long road since the acquisition of the Adelphia and Comeast propertics to hardening
the network, ensuring that the products that we delivered were reliable and statc-ol-the-art, and
cnsuring that our markcting and salcs machinc and our scrvice organization were firing on all
cylinders. And T think we're getting to that point, and that's manifesting itscll in betier subscriber
performance.

Operator

Next, Ben Swinburne, Morgan Stanley.

Benjamin Swinburne - Morgan Stanley, Research Division

Thave, T guess, 2 questions [or Rob, Reb, as you look at the subscriber metrics over the last [ew

vedrs, one 0l the areas that did gel worse in '12 was Double Play, which I'm presuming the vast
majoritly is probably dala and phone. But would leve any color on that line since il seems like an

16
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arca where you'rc operating from a position of strength and it was pretty solid in '10 and '11. And
then just on the margins in'13, the programming cost number isn't oo surprising, and it leels like
there's other stuff going on around maybe marketing, 1 know there's been some press around
some new marketing initiatives you guys have. And I don'l know il you'd be willing to talk about
the startup losscs, which were, [ think, 110 for '12. Is there a number in ‘13 that we should be
thinking ahout? Because il seems that a lot of the things you've done around CDN and daia
centers, the consolidation and reorg, would be margin cnhancers but doesn't scem like that's
kicking in, in '13. So any color would be helplul.

Robert D, Marcus

Yecs, so let me start with the question on doubles. I'll makce a brief comment on marketing then,
I'll flip it over to Irenc to handle the rest of the margins. So Double Play -- first of all, you
mentioned -- you madc reference to data and phenc. In fact, the vast majority of our Double
Plays arc video, data doubles, and that's where we saw the most softness in 2012. This is an arca
I think T highlighted on our Q3 call and it's an arca that wc're going to focus on going into this
year. | think we can do a better job competing with U-versce in particular on the Double Play
front. They've been very aggressive in their Double Play promaotions, most notably in Texas and
1o some exlent, in the Midwesl. The focus has been on customers who reside in MDUs and
gencrally don't take landline phone at all from anyone. They tend to be wircless-only customers.
It's a younger, typically unmarried base, and we just need o re-crall some ol our offerings o be
morg responsive to their necds. We haven't yet talked much about our Verizon Wircless
relationship, but T feel that, that's a place where our Verizon Wireless relationship can actually
position us well. So morc to come on that front, but it's an arca of focus. I guess, onc mechanical
thing that goes withoul saying, and il doesn't take away at all {rom the fact that we're locused on
doublcs, one of the rcasons that doubles have been weaker is our cmphasis has been on triples.
And we probably sold in some triples to customers that otherwise in the past would have taken
doublcs. So somc of this is just trading among bundled subs. But nonctheless, it's an arca of
focus for usin "3,

Trene M. Esteves

And then on the margins, il you think about programming, which was $4.6 billion, il that's
growing at 10% a sub, that's a huge impacl on our margins, We also mentioned 2 other piece, the
pension expense which is with historically low interest rates, that expense line gocs up, And
we're -- il's a nonpolitical year in '13, so we're missing that very high-margin political revenue. In
prior ycars, we also had oflscts Lo some of the programming cxpenscs with large Go Tt Along
savings in our phone business, which we're not expecting as much ol this year. And you asked
about the new initiatives and what we spent in 2012, We will continue to invest behind thosc
businesses, bul because it's a multi-year invesiment, we don't think it makes sense (o break them
out anymore, But sullice il 1o say, we are continuing to invest behind things like ntelligentHome
rollout and our business services expansion, and Rob mentioned, the WiFi. So we'll continue to
invest behind those businesses because we think it's right lor the long-term profitability of the
company. So those are the main drivers ol that margin decline thal we're expecting.

Robert D, Marcus
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And just specifically to address your question on marketing, it's true that marketing was up in Q4
vear-over-year, bul [ don't anticipate that being a meaningful driver of margin contraction in '13,
In fact, due to the -- some of organizational changes we've made and actually a trend that started
probably last year, we're gelting more efficient with our marketing dollars, T think we're gelting
morc bang for the buck in everything we spend. We're dedicating more of our dollars to working
dollars, in other words, buying media as opposed 1o some ol the adminisiralive and production
costs, And I think we're actually deing a better job spending marketing dollars more wiscly, So |
don't anticipate thal being a lactor.

Glenn A, Britt

Yes, onc thing I'd remind you about margins is that it's a good conversation about costs, and it's a
good mcasurc of whether we're managing costs. But at the end of the day, it's a mixture of a
whole bunch of stuff and diffcrent products with different characteristics. And we actually don't
run the business for margin, we run it for the bottom line. So if we can sell morc of a lower
margin product but add to the bottom line, we'll do that. So I just -- I know everybody needs it
for modeling, that wc pay attention to it, but it's not our primary focus. We're focused on the
bottom linc.

QOperator
Next, Richard Greenficld, BTIG.
Richard Greenfield - BT1G, LLC, Research Division

You alked aboul reducing programming cosis, bul you've been oul of contract, I believe, with
Starz Encore for a number of years, Just wondering il that's an opportunity [or you 1o make a
dent in the programming cost ling that you mentioned several times during the call? And then on
broadband, it's becoming an increasingly profitable busincss, T mean the modem (¢e is going 1o
have a, say, a nolable impact on 2013's growth, Do you worty or how do you think aboul the risk
1o broadband sub lces cmerging like what you pay in ESPN 3 today? Could that prolilcrate over
time and chew into any ol thal revenue that you're generating?

Glenn A, Britt

Rich, ['ll take a shot al both those, First ol all, individual programming deals, [ don't -- I'd be
remiss making any comments at this point. But suffice it to say, we're going to look at everything
hard. On the broadband subject, [ think you raised an inleresling issue because in a world where
there's net neutrality and a push for net neutrality, which is essentially applications and content
people saying they don't want anybady Lo be [avored, there's the potential for reverse network
neutrality. And I think perhaps an illustration of the government trying to put rules in place too
early withoul really thinking through everything that happened. The essence ol Internet is that
vou provide access to the web and people will go wherever they want and do whatever they want
and what we sell is the access, So | think we need 1o be very carelul aboul turning that into a
business where some application or content providers seek favor or demand favor. It's not kind
of what this is all aboul,
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Opcrator
Next, John Hodulik, UBS.
John C. Hodulik - UBS Investment Bank, Research Division

First, maybe a quick clarification on the programming cost, You're sccing some real acecleration
per sub in terms of growth, Maybe Glenn, are the iniliatives Lo drive some of these channels -- |
mean, should we keep that number at about 10% going [orward or do you think the initiative to
drive some ol these channels can pul some pressure on that as we move beyond 20137 And then
maybc [rom Rob, can we just get some more detail or could you claboratle on a couple ol the
initiatives you talked about? Firsi, the rollout of the cloud-based [P guide and you talked about
developing morce video apps and cxtending those beyond the home, When -- whal -- can you give
us a liltle bit more detail there and when we can see those?

Glenn A, Britt

On the [irst one, I think it's -- beyond whal we said, [ don't want 1o say much, numerically, But
the actions we're taking are not going to dramatically change the trajectory of programming cost.
I do hope thal we can, over time, improve the perceived price value relationship though and then,
clearly, consumers, particularly people who are under economic duress, are looking at these big
packagces and they're saying, it costs more than I can afford, number one. And numbcer two,
there's too many networks 1 never watch and I don't care about. And that's kind of what we're
trying to address. Obviously, sports and other really popular programming keep getting more and
more expensive, and that's where most of the money is. But these networks that hang on, I think
they have a birthrate of carriage even though hardly anybody watches them. Thosc are the onces
we're going to be taking a look at.

Robert D. Marcus

And John, with rcspect Lo the cloud-basced guide, T mean I gucss the first thing that's worth
mentioning, and wc've mentioned it before, is that we alrcady have a cloud-bascd guide that's in
front of a couple ol hundred thousand customers in a couple of markets and we've had it out
there for a while, and we've learned from it. The cloud-bascd guide I was referring to, is what we
call our hosted navigation product. Tt will be available back hall of this year, Tt will work on our
new IP sct-top boxces. It will work on what is cssentially a souped-up DVR. Somc pecople have
rclerred Lo it as a Gateway device, which has 1 terabyte of storage, 6 tuners and has the ability Lo
transcode video into IP, so it can bc consumed not only by the IP sct-top boxcs but by other
devices in the home. So we're looking lorward 1o that, T think the experience will be markedly
better than the sct-top box-bascd guide cxperience. There will be casicr navigation, more box art,
better scarch, all of the things that viewers have come 10 expect based on their intcraction with
video on the web. So I think that's going to be a really cxciting change. Refresh, what was your
question on the video apps?

John C. Hodulik - UBS Investinent Bank, Research Division
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Yes, first, is that new guide? And that media guide, will it going to be available in all your
markels in the second hal? And then you said, exlending the apps not just so that they're use(ul
inside the home but potentially I guess, with maybe the...

Robert D. Marcus

So on the guide, look, it will not -- the guide will initially only function on these new picces of
hardware that I'm referring to. So on one level, the proliferation of the guide will be dependent
upon the rollout of the hardware. Whether or not it's available in cvery single markcet, 1 think it's
still too carly to say what the exact rollout schedule is. So we'll give you more as the year
progresscs. On video apps, we already have a pretty healthy portfolio of rights to deliver video
product outsidc thc home. But so far, customers access to those -- the video product, has been
dependent on their visiting the programmers' website. What [ expect later this vear, and in fact
late first quarter, carly sccond quarter, is that those vidco products will find their way into our
apps cven when you're outside the home. So the expericnce will be better in the sensc that the
programming will bc aggregated and casicr 1o navigate. So I think we've listed these before but
obviously, wc have the ESPN suite of scrvices, we have rights with respect to Viacom's
products, Big Ten Network, we have some professional sports product from the lcagucs. It's a
preity decent list, and T think the experience will be a lot better once we incorporale them in our

apps.

I see that it's hall past the hour, so that's probably all we have time lor this morning, Thanks,
cveryone, for joining us. And to give a little bit of advanced notice, our next quarterly conference
call will be held on Thursday, April 25 at 8:30 a,m, Eastern Time. Thanks lor joining us, and
have a great day.

Operator
Thank you. That does conclude today's conference. You may disconnect at this time.

Copyright policy: All ranscripts on this site arc the copyright of Sccking Alpha, TTowever, we
view them as an important resource for bloggers and journalists, and are exciled to coniribute 1o
the democratization of linancial information on the Internet, (Until now investors have had 1o
pay thousands of dollars in subscription lees [or transeripts.) So our reproduction policy is as
follows: Yon may quote up to 400 words of any transcript on the condition that youn
attribute the transcript to Seeking Alpha and either link to the original transcript or to
www.SeekingAlpha.com. All other use is prohibited.

TTIE INTORMATION CONTAINED IIERE IS A TEXTUAL REPRESENTATION OT TTIE
APPLICABLE COMPANY'S CONTERENCE CALL, CONFERENCE PRESENTATION OR
OTTICR AUDIO PRESENTATION, AND WIIILE EITORTS ARE MADLE TO PROVIDE AN
ACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR
INACCURACIES IN TITIE REPORTING OF TTIE SUBSTANCE OT TIIE AUDIO
PRESENTATIONS, IN NO WAY DOES SEEKING ALPHA ASSUME ANY
RESPONSIBILITY TOR ANY INVESTMENT OR OTIIER DECISTONS MADT BASED
UPON THE INFORMATION PROVIDED ON THIS WEB SITE OR IN ANY TRANSCRIPT.
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USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S AUDIO
PRESENTATION ITSELLF AND THE APPLICABLE COMPANY'S SEC FILINGS BEFORE
MAKING ANY INVESTMENT OR OTHER DECISIONS.

11 vou have any additional questions aboul our onling transcripts, please contact us at;
transcripts;seckingalpha.com. Thank you!
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Time Warner Cable (TWC) Q4 2012 Earnings Call January 31, 2013 8:30 AM ET
Operator

ITcllo, and welcome Lo the Time Warner Cable T'ourth Quarter 2012 Earnings Conlerence Call,
[Operator Instructions] Today's conlerence is being recorded. I you have any objections, you
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may disconnect at this time. Now, 1 will turn the call over to Mr. Tom Robey, Senior Vice
President of Time Warner Cable Inveslor Relations,

Tom Robey

Thanks, Candy. And good morning, everyone. Welcome to Time Warner Cable's 2012 Fourth
Quarter and Full Year Earnings Conference Call. This morning, we issued 2 press relcascs, one
detailing our 2012 fourth quarter and full year results and the other, announcing an increasc in
our rcgular quarterly dividend.

Belore we begin, there arc a couple ol items T want to cover, First, we reler to certain non-GAAP
measures. Definitions and schedules, selling oul reconciliations of these historical non-GAAP
financial mcasurcs 1o the most dircetly comparable GAAP [inancial measures, are included in
our earnings release and trending schedules,

And sccond, today's announcement includes certain forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995, which are based on
management's current cxpectations and beliefs and arc subject to uncertainty and changes in
circumstances. Actual results may vary materially from those expressed or implied by the
statcments hercin duc to various factors, which are discusscd in detail in our SEC filings. Time
Warner Cable is under no obligation to, and in fact, expressly disclaims any such obligation to
updatc or alter its forward-looking statcments whether as a result of new information, futurc
cvents or otherwisc.

And finally, today's press releases, trending schedules, presentation slides and related
reconciliation schedules are available on our websile al twe.com/investors,

With that covered, I'll thank you and turn the call over 1o Glenn Britl, Glenn?
Glenn A, Britt - Chairman and Chicf Exceutive Officer

Good morning, and thanks lor joining us. As we leok back on 2012, we have much to be proud
ol. It was a ycar in which we grew revenuc by almost 9%, powcered by our acquisition and
success(ul integration ol Insight Communications, continued success in business services and the
best-cver year in advertising,

Broadband continues to be our strongest product. We added another 0.5 million subs in 2012 and
improved the mix cven as we raised prices, a powerful combination. But considering that the
average customer used roughly 40% more capacity last year, and we increased our standard
speed by 50%, yet our pricing increasced by less than 10%, our broadband product is still a
terrific value for customers.

We met or exceeded all elements of our guidance in 2012. In addition, we honored our
commitment to return capital to shareholders. We repurchased 22 million shares lor $1.9 billion
in 2012, raising the total since initiation late in 2010 to over $5 billion.



Exhibit 2.b.5 23

And through our regular dividend, we rcturned $700 million to sharcholders last year. This
morning, we announced a 16% increase ol dividend to an annualived rate of $2.60 per share,
demonstrating our continued confidence in our ability to generate very strong free cash flow.

Belore T turn the call over to Rob and Trene though, T want 1o spend a couple ol minutes on
residential video, our most mature and highly penctrated business. It faces challenges on 2 fronts.
The first is competition, The telcos and satellite companies are tough competitors and in a world
where we arc the original incumbent, the pressurce on our net adds is intense. Rob will speak to
the many ways we're working to compete better,

The sccond challenge is in video programming costs. Let me frame the issuc for you. Our
programming costs per subscriber has grown 32% in the last 4 ycars. Over that same period, the
Consumer Price Index has risen by 9%. So the math is pretty simple, programming costs have
been rising at morc than 3x the rate of inflation. Our residential vidco ARPU incrcascd 16% over
that samc period, so we've cffectively raised pricing a little faster than inflation but only half as
fast as programming costs have risen.

This situation is caused by a complicated set ol structural imbalances within the video
cntertainment industry, TU's ¢lear that this is not in the best interest of the consurmer, and it's also
clear that it can't continue (orever. What is less clear is whatl will happen Lo change the situation
or when. For our part, we will examine cach network with an expiring contract and attcmpt to
drop or reposition those that in our judgment do not add 1o the price value relationship of our
packagces. For the rest, we'll continuc to negotiate the best deals we're able to get.

In the casc ol sports, we've taken some sieps towards managing and siabilizing costs through our
Lakers and Dodgers deals. That doesn't mean these deals are inexpensive, but we do think they
arc betier than the potential alternatives. We're [celing very positive about the growth of our
business services and broadband businesses, We're doing an aw/lul lot to improve customer
scrvice, products and markcting, and we're pleased with our progress on all thosc (ronts, Rob
will lalk about specilic actions in a few minules.

So we have our challenges, but we're investing to capturc long-tcrm opportunitics, and our
business remains strong and stable.

Now T'll turn the call over to Rob and then Trene to dive into the details.

Robert D. Marcus - President and Chief Operating Officer

Thanks, Glenn, Good moming, cveryone, This moring, I'd like to divide my comments in 2
paris. [n the first, Il give you my assessment of 2012 and (ollowing that, I'll share our priorities
for the new year., So to begin with, T would count 6 accomplishments in 2012 that we're
particularly proud ol that will provide a solid foundation for 2013, First, we made smart
investments 1o enhance the capacity of our network and improve our critical infrastructure, We
completed our DOCSIS 3.0 rolleut in 2012 and also began a process ol reclaiming bandwidth
previously dedicated Lo the delivery of analog video, These 2 steps cnable us 1o dedicate more
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network capacity to our high-speed data offerings. That means we can handle more traffic and
deliver higher speeds.

In November, we opened our first National Data Center in Charlotte, which will cnable us to
begin the consolidation of video sourcing and infrastructure for high-speed data, cloud services,
phone and our internal cnterprisc systems. In addition, we've built out our own Content Delivery
Netwaork, or CDN, so we can elliciently deliver our managed TP video service without reliance
on third partics. These investments arc alrcady paying dividends, but as importantly, they
position us well lor the long term.

Sccond, we made our products better in 2012, Our Internet customers now have much morc
choicc. Opticnal usage-bascd ticrs arc available across virtually our entirc footprint, and we're
oftering faster speeds than ever before.

As Glenn mentioned, we incrcased the speed of our standard ticr of service by 50%, to 15
megabils per second. And in a couple ol cilies, we've added 75 and 100 megabils per second
olfcrings to our existing tiers, We also added around 10,000 WiFi access points during the year,
which when combined with the thousands ol hotspots activaled by our cable WiFi pariners, give
most of our Internct customers aceess to one of the most robust WiFi networks in the ULS. at no
incremental charge.

On the video front, we continued to upgrade our TWC TV apps, which we belicve represent the
maost advanced lincar TP vidco product in the industry, As many as 300 channels ar¢ now
available on a wide range of consumer devices in the home, And in December, we added 4,000
On Demand asscts to the 108 app, a number that will only grow over time,

And with our Roku announcement at the Consumer Electronics Show earlier this month, cur
customers soon will be able to watch Time Warner Cable TV on their tclevision without a leased
set-top box. The really good news is that our customers are starting to make use of and
appreciate the apps. In December, over 0.75 million unique customers uscd the TWC TV app
and they used it almost 4 million times. We're now focused on adding out-of-home capabilities
to the apps to make them cven more valuable to customers.

Belore | leave video, | have Lo point out thatl we also beeled up our programming lineup in 2012,
Glenn noted that we are becoming increasingly vigilant about ensuring that the money we spend
on programming yields real valug (o our customers, Bul that doesn't mean we're not interesied in
carrying ncw nctworks that enhance the value ol our video product. So in 2012, we added some
key sporis programming to our lineup, most notably NFL Network and RedZone, as well as the
Pac-12 Networks,

Tinally, we continued Lo innovaic in the voice space as well, In November, we launched the
Global Penny Plan, an international calling plan that cnables voice customers to call over 40
countrics for 50,01 a minule,

The third area I want to talk about is customer service. We made real tangible progress in 2012.
For example, we introduced 1-hour service windows in almost everywhere in cur [oolprint, In a
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number of citics, including New York City, we have somcthing that may be cven better, a 30-
minule window for the [irsi appointment of the day.

And wc've cven begun cxperimenting with real-time appointments. In addition, over the last
vear, we more than doubled our sell-installation rate, Last month, almost 30% ol installations
were performed by our customers, That's a huge benefit, both te our customers in terms of
convenience and 1o us in terms of truck rolls.

And we also completely overhauled our customer-facing web presence in 2012, cnabling more of
our customers to completc more transactions onlinc or from their smartphones.

Fourth, business services. What more can | say aboul business services? We posted organic
growth of morc than 20% again in 2012, Powcred by an expanded sales (oree, more buildings on
net and some new products, we think we can achieve that kind ol growth yet again in 2013.

Couple of quick business scrvices metrics. In 2012, we added morce than 1,500 pcople to our
business services headcount, that's a 35% increase. And we nearly doubled the number of
commercial buildings connccted with fiber.

Filth, the Insight integration has gone very smoothly. The [ormer Insight sysiems now look and
perform like Time Warner Cable systems. And although there's still work to be done, we fully
expect 1o realize $100 million in annual run rate lor synergies that we identilied before we closed
the deal last year.

And sixth, we took lull advantiage of the 2012 clection to post a record year in advertising salcs.,
Despite the success ol a number of imporiant initiatives in 2012, including those | just
mentioned, our (ull year residential subscriber resulls were somewhat mixed, And that's true of
the fourth quarter sub numbers as well,

If vou take a look at Slide 3 in our presentation materials, you can review the details for both Q4
and the full yecar, Video stats were a disappoiniment, We rcally hoped that 2012 was going o be
the year in which residential video net losses improved year-over-year. In fact, while our Enjoy
Betier campaign and aggressive packages [ucled strong connect volumes, increascs in
disconnccts led to net losscs that were worse than in 2011,

I am somewhal encouraged that the year-over-year trend improved in each quarter -- each ol the
last 3 quarters. In Q4, video sub losses were essentially flat versus Q4 of 2011. But we still lost
129,000 residential video subs in the fourth quarter, and that's just nol acceplable, So we've gol
much more work to do.

Internet, typically our siar perlormer, delivered 75,000 net adds in Q4. That's fewer net adds than
in Q4 of 2011. But the shortfall here was a conscious trade. Our modem fee drove a 6.3%
increase in residential HSD ARPU in the [ourth quarter, but undoubtedly had the cffect of
clevating disconnects. I will point out that our HSD subscriber mix continucs to improve. More
than 100% ol our Q4 n¢t adds were Lo our 30 and 50 megabits per sccond Licrs, And we
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continucd to competc well against the telcos. Fourth quarter net adds were still more than triple
the net adds ol AT&T and Verizon combined.

Voicc net adds for the full year were much better than in 2011, driven largely by our cmphasis
on Triple Plays, Q4 voice net adds came in at 34,000, just about where they came out in Q4 of
2011.

Onc other point worth noting is that Southern California led the company in subscriber
performance in the fourth quarter. Part of that, undoubtedly, is related to our addition of TWC
SportsNct and Pac-12 to the SoCal lincup. But in broader terms, I think our opcerations there arc
hitting their stride.

Some of our subscriber performance issucs are related Lo the environment, Compctition
continues 1o be tough, and the econamy is still challenging (or many consumers in our footprint,
But T belicve there are other lactors that ar¢e very much within our control,

So let me share with you what we're focused on in 2013. 1 mentioned that last year, we did a very
good job driving connects but didn't do as well on customer rctention. In 2013, we're redoubling
our efforts to get, grow and keep customers. Just last week, we launched a new pricing and
packaging architccturc designed to cnsurc that the phones continue to ring and consumers
continue to visit our website, but also to facilitate aggressive up-selling by our newly retrained
sales tcams.

And most importantly, we're making significant investments in retention capabilitics that should
help us keep the customers we have. A lot of this is simply about execution. It starts with
cnsuring that retention calls arc routed to retention specialists, and then, it's about arming thosc
specialists with training, processes and tools so they can handle issues that have been problems
for us in the past.

We've been losing loo many customers when their promotions expire. To [ix this issue, we will
adopt a much morc disciplined and consistent approach 1o managing post promotion pricing. We¢
can also do [ar beller working with customers who [(all into non-pay status, We think there are
meaninglul beneflits to taking a more customer scgment-specilic approach to handling late
payers,

And we know wc can be more cffective at retaining customers who arc moving within our
footprint, Of coursc, the best approach to reducing churn is 10 minimize the numbcr of customers
that call to disconncct in the first placc. That means we need to keep our customers happy. So in
2013, we'll continue Lo improve customer service by relining the initiatives we launched in 2012,
by improving the rcliability of our nctwork, increasing first-call resolution and reducing repeat
trouble calls, All ol that requires painstaking atiention o detail, butl we're committed to making it
happcn.

And we'll further enhance producis, too. Our customers will see a series ol updates Lo our apps
that will bring even more content and functionality to more devices. In addition, our cloud-based
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uscr interface, running on 1P sct-top boxces and next-gencration DVRs, will deliver the biggest
change 1o the video experience that our cusiomers have experienced in a decade,

These arc scheduled for introduction in the sccond half of the year. In HSD, we are planning to
maore than double our network of WiFi Hotspots, with an emphasis on New York City. As Trene
will highlight shortly, we expect that business scrvices will continuc to drive a disproportionate
amount of growth in 2013, So we'll continue to [ocus on and invest in B2B. That means
additional cxpansion of our salcs force and more buildings on nct, as well as more ncw products.

Undcrlying our 2013 prioritics arc greater focus and better and faster decision making. To that
end, we announced organizational changes last weck to mark the final step in our evolution from
decentralized geographic operating units to a more centralized structure that we're internally
calling One Time Warncr Cable.

We cxpect that over timg, this more streamlined organization will deliver new products laster
and better in addition to more reliable service, It will give our employees greater clarity on their
roles and responsibilitics, And of course, we believe these changes will help us to deliver the
operational elficiency and profilable growth that our shareholders demand.

So in summary, wc're gratitied by our many successcs in 2012, and we recognize the need to
continually step up our game to meet the challenges of a world in which technology changes
faster cach year and compcetition continucs to be intcnsc.

We comc to battle well prepared with a fabulous high-capacity nctwork, morc than 50,000
dedicated employees and an org structure that is tailored to address the opportunities and
challenges we face. As I look forward, I am confident that we will succeed.

Thank you. And with that, I'll turn it over to Irene Lo discuss our [inancials,

Irene M. Esteves - Chicf Financial Officer and Exccutive Vice President

Thanks, Rob. And good morning, everyone. I'll start with the fourth quarter highlights on Slide
4,

In the fourth quarter, we grew revenue about 10%, and we drove operating income and adjusted
diluted EPS growth just under 14%. Wc increcased the amount of capital returned to sharcholders
through dividends and share repurchases to $742 million.

In the following slides, I'll give you more insight into fourth quarter trends, point out some of the
key drivers ol our performance and provide some ol our expectations for 2013,

So let's jump right into our financial results on the next slide. Revenuc growth for the fourth
guaricr was driven primarily by acquisitions, busincss scrvices and political advertising,
Excluding acquisitions, revenue growth was 4.29%,
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As you can scc on the slide, we continuc to drive revenue by increasing total ARPU per customer
relationship, which increased 4% over last year and is approaching $120 per month,

We move on to Slide 6, fourth quarter business scrvices revenuc was up 26% or S106 million.
Excluding $17 million from Insight during the quarter, business services revenue grew 22%
year-over-year. That's our 11th consccutive quarter of at least 20% organic growth.

And looking at our organic growth, the $89 million increasc was driven by a 21% growth in
HSD from shared and dedicated Internet access, as well as Mctro Ethernct. 46% growth in
phone, 29% growth in managed and outsourced IT solutions and cloud scrvices and 16% growth
in wholcsale transport revenuc, mostly cell tower backhaul.

And we continug 1o invest in this growth opportunily and cxpccel these investments Lo drive 2013
lotal business services revenue growth in the 20% to 25% range.

For residential services, let's start with revenuc on Slide 7. We remain focused on driving both
subscriber volume, as well as revenue and profit per household. Fourth quarter revenue grew 7%,
and cxcluding the impact of acquisitions, revenue grew 1% driven by a robust 11% growth in
HSD while video revenue was down 3% and voice revenue was down 1%.

Our total residential subscription ARPU per customer relationship increased to S103.79 in the
fourth quarter, up 1.7% (rom last year's (ourth quarter,

Residential HSD ARPU increascd year-over-year for the 15th consccutive quarter, rising 6.3%,
doublg¢ the year-over-year growth rale [rom Q3 '12. The introduction ol a modem (¢e accounted
for about 3/4 of the ARPU growth, Improved subscriber mix also contribuled to this ARPU
growth, as we¢ migrate subscribers to higher-priced ticrs of service,

At quarter end, Turbo, Extreme and Ultimate subscribers comprised over 23% ol our residential
HSD customer base, up from 19% a year ago and just 11% 3 years ago. Vidco ARPU increascd
0.7%, driven by price increascs, a more (avorable video subscriber mix and increased cquipment
rentals. These factors were partially offsct by & decline in vidco-on-demand and premium
channel revenue per sub. Voice ARPU declined 4.1%. Of course, all of these ARPU numbers arc
affccted by the allocation of the bundle discounts.

On our next slide, in the lourth quarter, political ad revenue accounted (or over 3/4 ol our total
advertising growth of 29%. Excluding political, fourth quarter advertising was up a strong 7%,
driven by the acquisition of Insight and the additional ad inveniory on the L.A. RSNs. In
advertising, we achieved a new milestone by crossing the $1 billion mark in annual revenue.

So let's turn 1o Slide 9. Adjusted OTBDA increased 5.6% in the lourth quarter compared to last
year. Fourth quarter total operating expense grew 12.5%, largely driven by acquisitions, LA,
RSN costs, including the Lakers rights Ices and our hiring in busincss seryvices. In Q4, the
combincd net costs from the Lakers and other new initiatives were about $60 million, putting our
[ull year nct cost at §110 million,
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But before we move on to operating income, let me pause for a sccond to tell you what
neighborhood we think we'll be in lor the 2013 revenue and adjusted OIBDA, We expect organic
revenue growth to be around 3% to 4%, comparable to the 3.5% growth ratc in 2012. In addition
lo organic growth, we will have 12 months ol Insight revenue in 2013 compared (o 10 months in
2012, So we cxpect total reported revenuc growth to be in the 4% to 5% range.

However, we expect adjusted OTBDA margin contraction ol 50 to 100 basis points, driven
primarily by programming cost growth pcr sub of around 10% related 10 adding new
programming services and rate increases, the absence ol high-margin political advertising
revenue and approximately 20% higher pension cxpensc.

In order to offsct some of this impact, wc continuc to pursuc opcrational cfficicncics throughout
the company, and Rob touched on some of thosc initiatives. But as you know, our efforts to in-
source the back-office of our phone scrvice will yicld only modest benefits in 2013, the more
significant savings comc in 2014,

As you build your 2013 quarterly modcls, recall that first quaricr margins typically siep down
from Q4 levels due to a variety ol faciors, including the timing ol employee-related expenses like
payroll taxcs and merit increascs, In addition, first quarter 2013 margins will be negatively
impacted by the absence ol high-margin political adverlising revenue booked in Q4, as well as
the timing of the Lakers rights fecs.

Moving on to Slide 10, operating income incrcasced 13.6% to $1.2 billion in the fourth quarter of
'12, rellecting a higher adjusted OIBDA in the lourth quarter 2011 wireless assel impairments,
partially ofTsct by increases in depreciation and amortization.

Higher D&A from Insight was partially oftset by lower depreciation related to the roll-off of
Adclphia and Comcast asscts. Wc incurred $17 million of merger-related and restructuring costs
in the quarter compared to $34 million in the fourth quarter of 2011.

So turning to Slide 11, our (ourth quarter diluted EPS was $1.68. Adjusted diluted TPS, which
excludes a number ol items allecting comparability, increased 14% to $1.57. And these items
allccting comparability (or both periods are detailed in Note 1 1o our press release, We expect
that in 2013, we'll deliver 10% 1o 15% adjusted diluted EPS growih.

Turning to capital spending on Slide 12. Capital spending finished the year as planned, including
about $100 million ol Insight-rclated CapEx, We invested $3.1 billion in total CapEx in 2012 or
14.5% of rcvenuc, a 40-basis-point decrcase from 2011, Business services' capital intensity was
31.9%, and rcsidential, advertising and other capital spending was at 12.8% ol revenue,

Fourth quarter CapEx was down 4% from a year ago to $904 million, and was 16.5% of revenue,
which was a 240-basis-point reduction [rom the lourth quarter of 201 1. Overall, we expect
capital intensity will continue to decline modestly, with full yvear capital spending around $3.2
billion 1n 2013,
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And moving on to free cash flow, excluding bonus depreciation, frec cash flow for the year was
up 25%, primarily due 1o higher adjusted OIBDA, lower pension contributions and lower income
tax payments duc to Insight NOLs and other onctime deductions. This was partially offsct by
higher interest payments and CapFx.

Before I sharc with you our frec cash flow expectations for 2013, let's flip to our favorite Slide
14 to give you a quick update on the impact ol stimulus programs over the next several years, As
vou know, the federal government extended 50% bonus depreciation for 2013 as part of the
American Taxpayer Reliel Act of 2012, This act elfectively delays the large step-down ol bonus
depreciation and tax deferrals for another year.

Assuming around $3.2 billion in 2013 CapEx, wc cxpect that the impact of bonus depreciation
deductions and reversals of prior-year benefits on cash taxes in 2013 will be around the same as
in 2012. The chart on this slidc highlights the net expected cash tax impact from bonus
depreciation as adjusted for the new act for 2017,

But we still cxpect to pay higher overall taxes this year than we did last ycar, given the non-
stimulus-relaled tax benelits we received in 2012, As aresull, we expect 2013 loial (ree cash
Mlow, including stimulus impacts, Lo decling to around $2.3 billion,

Let's move on 1o our capital return slide. We ended the year with net debt and prelerred cquity
totaling $23.5 billion, a $2 billion incrcasc from year-cnd 2011, and our reported Icverage ratio
was 3.01x our last 12 months adjusted OIBDA,

Including the normal adjustments, which include items like the underfunded pension obligations
and facility lcascs, and adjusted for a full year of Insight results, the leverage ratio is closer to our
target. And despite higher net debt year-over-year, our success at raising capital at lower rates
and managing our averagce costs through intcrest rate swaps resulted in a decline in our net
interest cost in the fourth quarter.

Our average cost ol debt has dropped from 6.5% Lo 6.0% over the last 2 vears, That's a 50-basis-

point drop on $26.7 billion of total debt or roughly $130 million of annual interest savings. In the
fourth quarter, we rcturned over 125% of frec cash (low or $742 million in total to sharcholders,

$171 million in dividends and $571 million in share repurchases. This was an increase ol 14% in
sharc repurchascs compared to Q3 and 56% over a ycar ago.

And given our strong and sustainable cash (low gencration, we announced another 16% increase
in our quarterly dividend to $0.65 a share or $2.60 on an annualized basis. And Ict me remind
vou that our sharc repurchasces arc really an outcome of our balance shect philosophy. We'rca
large borrower, and wc're committed to maintaining our solid investment-grade rating. To do
that, we manage 1o 3.25 leverage ratio with the normal adjustments over time,

So in summary, with these fourth quarter results, we have delivered another year of steady
financial performance and we continued to return excess linancial capacily 1o our shareholders, a
total of $2.6 billion in dividends and share repurchases in 2012, We extended our track record
loday by raising our quarierly dividend (or the third conseculive year.
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Thank you. And with that, I'll turn it over to Tom for the Q& A portion of the call.

Tom Robey

Thanks, Irene. Candy, we're ready to begin the Q& A portion of the call. [Operator Instructions|
First question plcasc, Candy?

Question-and-Answer Session
Operator
First question is Doug Milchelson, Deutsche Bank.

Douglas D. Mitchelson - Deutsche Bank AG, Rescarch Division

I guess a question [or Rob, How meaninglully and how quickly can the initiatives you outlined
impact customer churn?

Robert D, Marcus - President and Chicl Operating OfTicer

Doug, it's a great question, and my expectation 1s that certain of these initiatives that are very
cxccution oricnted could have an impact right away. Others will take some time to actually
manifest themselves. Things that relate to customer satisfaction, reducing churn volume or churn
calls in the first instancce will unqucstionably take a longer time to have an impact. Exccution-
related changes, 1 think, can have a more immediate impact. But the goal is to work it on both
fronts, and my hopc is that we scc a better outcome throughout 2013,

Douglas D, Mitchelson - Deulsche Bank AG, Research Division

Yes, I mcan, the follow-up would be -- I mean, I know you don't like talking about potcntial
future video subscriber levels, But given the comment that you've had improvements cach of the
last 3 quartcrs, you've got the initiatives you have underway, 1 mean 1 think pcople arc going to
lcave this ¢all with the expectation that video sub losses are going o start to improve in 2013, Ts
that fair or 1s it rcally too carly to gauge that?

Robert D, Marcus - President and Chiel Operating OlTicer

It's what wc're striving for, but it's carly to gauge any full ycar results.
Opcrator
The next question 1s Jessica Reil Cohen of Bank of America Merrill Lynch,

Jessica Reif Cohen - BolA Merrill Lynch, Research Division
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1 was hoping you could give us some color on your newest RSN. What can you say about the
economics ol the Nodgers RSN? And how diflferent is it (rom the Iakers economics, which you
actually own?

Trene M, Esteves - Chiel Financial Oflicer and Executive Vice President

Hi, Jessica, it's Irenc. The Dodgers deal is similar in cconomics to the Lakers deal in that we're
guarantced access to important sports programming over a long period of time. And our
objcctive here, as it was with the Lakers, is to cnsurc that access to programming at a ccrtain
cost. And we think over the long-term, this will be a lower cost alternative than if we had not
guarantced those rights for the 25-ycear period.

Glenn A, Britt - Chairman and Chicl Exccutive Officer

Jessica, this Glenn. [ just want to emphasize one thing that Irene just said. We do not pretend that
these deals arc incxpensive or cheap. And our sensc is that if we're going to carry these games,
they're going to be expensive when we get them. So what we think we've done with these deals 1s
to minimizc and stabilize the cost over a long time period. But we're not trying to pretend the
first vear 1s really, really cheap or anything.

Jessica Reif Cohen - BofA Merrill Lynch, Research Division

But is this why margins arc coming down in 20137

lrene M. Esteves - Chief Financial Officer and Executive Vice President

Tt really doesn't impact us, Jessica, until 2014,

Jessica Reif Cohen - BofA Merrill Lynch, Research Division

All right, Okay. So can you say anything about the first ycar impact?

Trene M, Esteves - Chicl Financial OfTicer and Exccutive Vice President

It should be minimal. We mighl have a litile bit of starlup cost, bul it's really a4 '14 impact.
Operator

Next question is Phil Cusick, JPMorgan.

Philip Cusick - JP Morgan Chasc & Co, Rescarch Division

I guess, just lollowing up on Jessica's question, can you help us think about the -- are the Lakers

and Dodgers RSN deals sort o more dilutive up (ront and so dragging margins even more than
might have been in a normal or sort of a -- you buying from the previous contract? But then we
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expect margins to improve over time. So arc we secing morce pressurc from these given the
structure, but again, you think it's better this way to do it?

Glenn A. Britt - Chairman and Chief Exccutive Otficer
Phil, the answer is no, Again, we think we're stabilizing and minimizing cosis over a long time
period. These -- in both cascs, these rights were up for auction in a scnsc and they were going to

be cxpensive no matter what happenced. We think we've donc the best of the alternatives.

Irene M., Esteves - Chiel Financial OTicer and Executive Vice President

And with the expericnee we've had with the Lakers, we'd say that given the net cost of that deal
compared to where sports rights programming i1s going, that we're confident that we made the
right decision with the Lakers and we're hopeful we made -- we'll find the same with the
Dodgers.

Robert D. Marcus - President and Chief Operating Officer

Tven in the short torm.
Philip Cusick - JP Morgan Chase & Co, Research Division
Can you give us any carly indication on what this should do to '14 margins as well?

lrene M. Esteves - Chief Financial Officer and Executive Vice President

It's 100 carly to say.

Operator

Next question, Laura Martin, Needham & Company.

Laura A. Martin - Nccdham & Company, LLC, Rescarch Division

Iet's leave sports and talk aboul the Google overbuild in Kansas City. Can you guys give us any
updatec as to what's happening to your subscribers and cost down there? And then [ thought the
most interesting thing Lo come oul of CES was the Roku app, and I'd be interestied in you guys
sizing what that might mecan to your capital spending. Could that take that down? And Glenn,
sirategically, should we expect Lo see Lo roll that oul over other platlorms other than the Roku
platform?

Glenn A, Britt - Chairman and Chiel Executive Qlficer
Let me answer the last part, Laura, and then, Rob will do the first part. I think I've said this

before, but I'll repeat it, our goal is to have our video scrvices on every device that is capable of
displaying them and carrying them, So there's all sizes and shapes and varieties ol devices, but
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you should assume wc're actively talking to cverybody and that's our objcctive. So over time,
you will see a series ol announcements such as Roku. Boh?

Robert D. Marcus - President and Chief Opcrating Officer

Yes, and just to amplify what Glenn said, Roku 1s just one example ol many. Whether the actual
expericnce will be attractive to a broad number of customers, 1 think, remains to be scen. So 1
wouldn't anticipate mecaningful impact on our sct-top box cost in the ncar term. [ think this is
morc about the philosophy and dircction we're headed. So going to Google, just at the risk of
repeating what we've said before to put the Google overbuild in context, they have talked about
what will ultimatcly be a 600,000 home build, I think 300,000 of thosc homes arc in our
footprint. And if you gct to the subscriber level, it's something like 100,000 vidco customers and
100,000 HSD customers. So a very small pereentage of our total subscriber basc. And the reality
is most of the action is going to happen towards the back half of this year. So they really haven't
built out very much, and the customer impact we've scen, so far, is cssentially de minimis. That
said, we're hard at work ensuring that our customer rclationships arc strong, that our product sct
1s good. We recently increascd the tiers of service on HSD that we have available in the Google
footprint. And wc're now offering 100 megabits a second scrvice, which is the fastest we're
making available anywhcre. So like with any overbuilder, we're ready for the competition.

Glenn A, Britt - Chairman and Chicl Exccutive Officer

And Laura, if [ could just add one more thing, I think that there's a lot of PR and a lot of hype
about this wholc thing. The rcality is, today, there arc not really applications that require 1
gigabil per sccond. So our philosephy has been 1o keep our speeds in ling with what the market
demands and what it nceds. Therc's no doubt in my mind that the speeds will, over time, get
faster and (aster as they have since we started this in 1996, So T expect some time in the future,
wc'll have 1 gig, maybe 2 gigs. But other than PR and hype, this is not a real nced for anybody
right now,

Operator

Next question is Jason Bazinet, Citi,

Jason B. Bazinet - Citigroup Inc, Research Division

Just had a question cither (or Mr, Marcus or Mr, Britt, T gucss, the entire cable industry 18 now at
a point where they've gone all digital and most ol the execulives seem Lo extol the virtues ol that
decision and claim that it's helped their fundamental results fairly significantly, Do you still
believe thal not going all digital 1s the right move? And il so, do you mind just elaborating on
what it is that you think makes your footprint or operational strategy lundamentally dilTerent

from the rest of the indusiry?

Glenn A. Britt - Chairman and Chicf Exceutive Otficer
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Sure. 1 think if you cut through it all, going all digital is somcthing that cablc opcrators did to
increase the usable capacity in their plan by getting rid ol analog, So in that sense, 1l was
somcthing donc for the benefit of the cable operator, not particularly for the consumer. And it's
somewhat disruptive Lo consumers. Whai we've done is Lo initially creale more capacily by using
switch video, and that's stood us in very good stcad. We most certainly, over time, will be going
more and more lowards all digital, but we're doing it on an evolulionary basis, T actually think
the ultimate all digital is going to be IP digital, not MPEG-2, which is what everybody's stuck
with. So I think that as we evolve Lo that, we'll be doing all things IP and not sort of in this
intermediate phasc. So we actually feel very good about what we've been doing and 1 think the
future il's going to pay big dividends.

Robert D. Marcus - President and Chief Opcrating Officer

Let me just clarily one thing that | mentionad in my prepared remarks. We are, in (acl, in the
process of reclaiming bandwidth that's previously been dedicated to analog video. And the way
wc're going about doing that is, as Glenn mentioned, rather than doing a flash cut and ccasing to
deliver all of the networks in analog, we're starting rcally with the most -- the least viewed
nctworks and kind of chipping away at the lincup and ccasing to dcliver those networks in analog
when a customer, who likes to watch thosc networks but docsn't have a set-top box, raiscs their
hand, then wc provide them with the D-to-A converter. Se we can increase the usable bandwidth,
to use Glenn's term, without some of the related disruption that gencrally is associated with these
transitions. So we think we've struck the right balance, and it's working quite well.

Glenn A, Britt - Chairman and Chiel Executive Officer

I think just to be clear also, we have gone all digital in somc markets wherc we necded the
capacity, So New York City is onc of them and parts of LA, and then maybe some other places,

Operator

Next question, Marci Ryvicker, Wells TFargo,

Marci Ryvicker - Wells Fargo Securities, LLC, Research Division

Tjust had a quick question (or Trene. Can you share with us your thoughts on share repurchase
activity (or 20137 I know last year, you had told us that it should be more than (ree cash low,

Should we ¢xpect the samg thing again?

lrene M. Esteves - Chief Financial Officer and Executive Vice President

Hi, Marci. On (ree cash (low, what we've said is we're guided by our 3,25 leverage ratio, and
we've been very consisient talking about that, and we will continue to use that as a guiding
principle. I'm not giving specific guidance on the pace, but as you look back on our history, you
can sce that we've consistently increased the pace, and that we arc fully committed to 3.25
leverage ratio over time.
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Marci Ryvicker - Wells Fargo Sccuritics, LLC, Rescarch Division

And can you just clarily (or (ree cash lMow guidance there, I've seen a couple of dilTerent
calculations between $2.3 billion and $2.5 billien. Is there a detinitive number for 20137

Irene M. Esteves - Chicf Financial Officer and Exccutive Vice President

We said it will be around $2.3 billion,
Operator
Next question is a Jason Armstrong, Goldman Sachs.

Jason Armstrong - Goldman Sachs Group Inc., Rescarch Division

Rob, you mentioned, | think, in your up(ront remarks that Southern California is the bright spot
operationally. I realize we've obviously talked about the Dodgers deal a decent amount. You
were early in that markel with WiFi initiatives, garly obviously with RSN ownership relative to
the rest of the footprint. Are those the key drivers that are impacting performance there? And to
what extent, do you think, that can service sort of a broader blueprint?

Robert D, Marcus - President and Chiel Operating OfTicer

Yecs. So I think that the programming benefits we got out of the TWC SportsNct and maybc as
significantly, Pac-12 Networks, did definitely help subscriber performance in SoCal in Q4. WiFi,
T think it's still carly days. We've got a nice network of WiF1 Hotspots in L.A., and the cvidence
we have so far certainly suggest the correlation between churn reduction and WiFi utilization.
But candidly, the usage is still at a level that I can't point to 1t having a meaningful impact on
overall subscriber performance. We believe in the benefits of WiFi to our customers, but 1 think
it's a little carly to say that, that's a big driver of the subscriber performance. 1 think morc than
anything else, what [ would attribute it to is superior execution. We've spent a lot of energy and
it's been a long road since the acquisition of the Adelphia and Comeast propertics to hardening
the network, ensuring that the products that we delivered were reliable and statc-ol-the-art, and
cnsuring that our markcting and salcs machinc and our scrvice organization were firing on all
cylinders. And T think we're getting to that point, and that's manifesting itscll in betier subscriber
performance.

Operator
Next, Ben Swinburne, Morgan Stanley.

Benjamin Swinburne - Morgan Stanley, Research Division

Thave, T guess, 2 questions [or Rob, Reb, as you look at the subscriber metrics over the last [ew
vedrs, one 0l the areas that did gel worse in '12 was Double Play, which I'm presuming the vast
majoritly is probably dala and phone. But would leve any color on that line since il seems like an
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arca where you'rc operating from a position of strength and it was pretty solid in '10 and '11. And
then just on the margins in'13, the programming cost number isn't oo surprising, and it leels like
there's other stuff going on around maybe marketing, 1 know there's been some press around
some new marketing initiatives you guys have. And I don'l know il you'd be willing to talk about
the startup losscs, which were, [ think, 110 for '12. Is there a number in ‘13 that we should be
thinking ahout? Because il seems that a lot of the things you've done around CDN and daia
centers, the consolidation and reorg, would be margin cnhancers but doesn't scem like that's
kicking in, in '13. So any color would be helplul.

Robert D. Marcus - President and Chief Opcrating Officer

Yes, 50 let me start with the question on doubles. I'll make a briel comment on marketing then,
I'll flip it over to Irenc to handle the rest of the margins. So Double Play -- first of all, you
mentioned -- you madc reference to data and phenc. In fact, the vast majority of our Double
Plays arc video, data doubles, and that's where we saw the most softness in 2012. This is an arca
I think T highlighted on our Q3 call and it's an arca that wc're going to focus on going into this
year. | think we can do a better job competing with U-versce in particular on the Double Play
front. They've been very aggressive in their Double Play promaotions, most notably in Texas and
to some cxtent, in the Midwest. The focus has been on customers who reside in MDUSs and
gencrally don't take landline phone at all from anyone. They tend to be wircless-only customers.
It's a younger, typically unmarried base, and we just need to re-craft some of our offerings to be
morg responsive to their necds. We haven't yet talked much about our Verizon Wircless
rclationship, but 1 feel that, that's a placc where our Verizon Wireless relationship can actually
position us well. So morc to come on that front, but it's an arca of focus. I guess, onc mechanical
thing that goes withoul saying, and il doesn't take away at all {rom the fact that we're locused on
doublcs, one of the rcasons that doubles have been weaker is our cmphasis has been on triples.
And we probably sold in some triples to customers that otherwise in the past would have taken
doublcs. So somc of this is just trading among bundled subs. But nonctheless, it's an arca of
focus for usin "3,

Trene M, Esteves - Chicl Financial Oflicer and Exccutive Vice President

And then on the margins, if you think about programming, which was $4.6 billion, if that's
growing at 10% a sub, that's a huge impact on our margins. We also mentioned 2 other picce, the
pension expense which is with historically low interest rates, that expense line gocs up, And
wc're -- it's a nonpolitical ycar in '13, so wc're missing that very high-margin political revenuc. In
prior ycars, we also had oflscts Lo some of the programming cxpenscs with large Go Tt Along
savings in our phone busincss, which we're not expecting as much of this ycar. And you asked
about the new initiatives and what we spent in 2012, We will continue to invest behind thosc
busincsses, but becausc it's a multi-year investment, we don't think it makes scnsc to break them
out anymore, But sullice il 1o say, we are continuing to invest behind things like ntelligentHome
rollout and our business scrvices cxpansion, and Rob mentioned, the WiFi. So wc'll continuc to
invest behind those businesses because we think it's right lor the long-term profitability of the
company. So those arc the main drivers of that margin decline that we're cxpecting.

Robert D. Marcus - President and Chief Opcrating Officer
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And just specifically to address your question on marketing, it's true that marketing was up in Q4
vear-over-year, bul [ don't anticipate that being a meaningful driver of margin contraction in '13,
In fact, due to the -- some of organizational changes we've made and actually a trend that started
probably last year, we're gelting more efficient with our marketing dollars, T think we're gelting
morc bang for the buck in everything we spend. We're dedicating more of our dollars to working
dollars, in other words, buying media as opposed 1o some ol the adminisiralive and production
costs, And I think we're actually deing a better job spending marketing dollars more wiscly, So |
don't anticipate thal being a lactor.

Glenn A. Britt - Chairman and Chicf Exceutive Officer

Yes, one thing I'd remind you about margins is that il's a good conversation aboul costs, and it's a
good mcasurc of whether we're managing costs. But at the end of the day, it's a mixture of a
whole bunch of stuff and diffcrent products with different characteristics. And we actually don't
run the business for margin, we run it for the bottom line. So if we can sell morc of a lower
margin product but add to the bottom line, we'll do that. So I just -- I know everybody needs it
for modeling, that wc pay attention to it, but it's not our primary focus. We're focused on the
bottom linc.

QOperator
Next, Richard Greenficld, BTIG.

Richard Greenfield - BTIG, LLC, Research Division

You talked about reducing programming costs, but you've been out of contract, I belicve, with
Starz Encore for a number of years, Just wondering il that's an opportunity [or you 1o make a
dent in the programming cost linc that you mentioned several times during the call? And then on
broadband, it's becoming an increasingly profitable busincss, T mean the modem (¢e is going 1o
have a, say, a notablc impact on 2013's growth. Do you worry or how do you think about the risk
1o broadband sub lces cmerging like what you pay in ESPN 3 today? Could that prolilcrate over
time and chew into any of that revenuc that you're gencrating?

Glenn A. Britt - Chairman and Chicf Exceutive Officer

Rich, ['ll take a shot al both those, First ol all, individual programming deals, [ don't -- I'd be
remiss making any comments at this point, But sullice it to say, we're going to look at everything
hard. On the broadband subject, [ think you raised an inleresling issue because in a world where
there's net neutrality and a push (or net ncutrality, which is cssentially applications and content
people saying they don't want anybady Lo be [avored, there's the potential for reverse network
ncutrality. And T think perhaps an illustration of the government trying 1o pul rules in place too
early withoul really thinking through everything that happened. The essence ol Internet is that
vou provide access to the web and people will go wherever they want and do whatever they want
and what we sell is the access, So | think we need 1o be very carelul aboul turning that into a
business where some application or content providers scck [avor or demand (avor, Tt's not kind
of what this is all aboul,



Exhibit 2.b.5 39

Opcrator
Next, John Hodulik, UBS.

John C, Hodulik - UBS Investment Bank, Rescarch Division

First, maybe a quick clarification on the programming cost, You're sccing some real acecleration
per sub in terms of growth, Maybe Glenn, are the iniliatives Lo drive some of these channels -- |
mean, should we keep that number at about 10% going [orward or do you think the initiative to
drive some ol these channels can pul some pressure on that as we move beyond 20137 And then
maybc [rom Rob, can we just get some more detail or could you claboratle on a couple ol the
initiatives you talked about? Firsi, the rollout of the cloud-based [P guide and you talked about
developing morce video apps and cxtending those beyond the home, When -- whal -- can you give
us a liltle bit more detail there and when we can see those?

Glenn A. Britt - Chairman and Chicf Exceutive Officer

On the [irst one, I think it's -- beyond whal we said, [ don't want 1o say much, numerically, But
the actions we're taking are not going to dramatically change the trajectory of programming cost.
I do hope thal we can, over time, improve the perceived price value relationship though and then,
clearly, consumers, particularly people who are under economic duress, are looking at these big
packages and they're saying, il costs more than | can afford, number one. And number two,
there's too many networks 1 never watch and I don't care about. And that's kind of what we're
irying 1o address, Obviously, sports and other really popular programming keep getling more and
more expensive, and that's where most of the money is. But these networks that hang on, I think
they have a birthrate ol carriage even though hardly anybody waiches them, Those are the ones
we're going to be taking a look at.

Robert D), Marcus - President and Chicl Operating OfTicer

And John, with respect to the cloud-based guide, I mean I guess the first thing that's worth
mentioning, and wc've mentioned it before, is that we alrcady have a cloud-bascd guide that's in
front of a couple of hundred thousand customers in a couple of markets and we've had it out
there for a while, and we've learned from it. The cloud-bascd guide I was referring to, is what we
call our hosted navigation product. It will be available back half of this year. It will work on our
new IP sct-top boxces. It will work on what is cssentially a souped-up DVR. Somc pecople have
referred to it as a Gateway device, which has | terabyte of storage, 6 tuners and has the ability to
transcode video into IP, so it can bc consumed not only by the IP sct-top boxcs but by other
devices in the home. So we're looking forward to that. 1 think the experience will be markedly
better than the sct-top box-bascd guide cxperience. There will be casicr navigation, more box art,
better search, all of the things that viewers have come to expect based on their interaction with
video on the web. So I think that's going to be a really cxciting change. Refresh, what was your
question on the video apps?

John C. Hodulik - UBS Investment Bank, Research Division
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Yes, first, is that new guide? And that media guide, will it going to be available in all your
markels in the second hal? And then you said, exlending the apps not just so that they're use(ul
inside the home but potentially I guess, with maybe the...

Robert D, Marcus - President and Chiel Operating OfTicer

So on the guide, look, it will not -- the guide will initially only function on these new picces of
hardware that I'm referring to. So on one level, the proliferation of the guide will be dependent
upon the rollout of the hardware. Whether or not it's available in cvery single markcet, 1 think it's
still too carly to say what the exact rollout schedule is. So we'll give you more as the year
progresscs. On video apps, we already have a pretty healthy portfolio of rights to deliver video
product outsidc thc home. But so far, customers access to those -- the video product, has been
dependent on their visiting the programmers' website. What [ expect later this vear, and in fact
late first quarter, carly sccond quarter, is that those vidco products will find their way into our
apps cven when you're outside the home. So the expericnce will be better in the sensc that the
programming will bc aggregated and casicr 1o navigate. So I think we've listed these before but
obviously, wc have the ESPN suite of scrvices, we have rights with respect to Viacom's
products, Big Ten Network, we have some professional sports product from the lcagucs. It's a
pretty decent list, and 1 think the cxperience will be a lot better once we incorporate them in our

apps.

I see that it's hall past the hour, so that's probably all we have time lor this morning, Thanks,
cveryone, for joining us. And to give a little bit of advanced notice, our next quarterly conference
call will be held on Thursday, April 25 at 8:30 a,m, Eastern Time. Thanks lor joining us, and
have a great day.

Operator

Thank you. That does conclude today's conference. You may disconnect at this time.
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ITcllo, and welcome Lo the Time Warner Cable T'ourth Quarter 2012 Earnings Conlerence Call,
[Operator Instructions] Today's conlerence is being recorded. I you have any objections, you



Exhibit 2.c.5

may disconnect at this time. Now, 1 will turn the call over to Mr. Tom Robey, Senior Vice
President of Time Warner Cable Inveslor Relations,

Tom Robey

Thanks, Candy. And good morning, cveryone. Welcome to Time Warner Cablce's 2012 Fourth
Quarter and Full Year Earnings Conference Call. This morning, we issued 2 press relcascs, one
detailing our 2012 fourth quarter and full year results and the other, announcing an increasc in
our rcgular quarterly dividend.

Belore we begin, there arc a couple ol items T want 1o cover, First, we reler to certain non-GAAP
measures. Definitions and schedules, selling oul reconciliations of these historical non-GAAP
financial mcasurcs 1o the most dircetly comparable GAAP [inancial measures, are included in
our earnings release and trending schedules,

And sccond, today's announcement includes certain forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995, which are based on
management's current cxpectations and beliefs and arc subject to uncertainty and changes in
circumstances. Actual results may vary materially from those expressed or implied by the
statcments hercin duc to various factors, which are discusscd in detail in our SEC filings. Time
Warner Cable is under no obligation to, and in fact, expressly disclaims any such obligation to
updatc or alter its forward-looking statcments whether as a result of new information, futurc
cvents or otherwisc.

And finally, today's press releases, trending schedules, presentation slides and related
recenciliation schedules arc available on our website at twe.com/investors.

With that covered, I'll thank you and turn the call over 1o Glenn Britl, Glenn?
Glenn A, Britt

Good morning, and thanks lor joining us. As we leok back on 2012, we have much to be proud
of. It was a year in which we grew revenue by almost 9%, powered by our acquisition and
success(ul integration ol Insight Communications, continued success in business services and the
best-ever year in advertising.

Broadband continucs 1o be our strongest product, We added another 0.5 million subs in 2012 and
improved the mix cven as we raised prices, a powerful combination. But considering that the
average customer used roughly 40% more capacity last year, and we increased our standard
speed by 50%, yet our pricing increasced by less than 10%, our broadband product is still a
terrilic value for customers,

We met or exceeded all elements of our guidance in 2012. In addition, we honored our
commitment to rcturn capital to sharcholders. We repurchased 22 million shares for $1.9 billion
in 2012, raising the total since initiation late in 2010 to over $5 billion.
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And through our regular dividend, we rcturned $700 million to sharcholders last year. This
morning, we announced a 16% increase ol dividend to an annualived rate of $2.60 per share,
demonstrating our continued confidence in our ability to generate very strong free cash flow.

Belore T turn the call over to Rob and Trene though, T want 1o spend a couple ol minutes on
residential video, our most mature and highly penctrated business. It faces challenges on 2 fronts.
The first is competition, The telcos and satellite companies are tough competitors and in a world
where we arc the original incumbent, the pressurce on our net adds is intense. Rob will speak to
the many ways we're working to compete better,

The sccond challenge is in video programming costs. Let me frame the issuc for you. Our
programming costs per subscriber has grown 32% in the last 4 ycars. Over that same period, the
Consumer Price Index has risen by 9%. So the math is pretty simple, programming costs have
been rising at morc than 3x the rate of inflation. Our residential vidco ARPU incrcascd 16% over
that samc period, so we've cffectively raised pricing a little faster than inflation but only half as
fast as programming costs have risen.

This situation is caused by a complicated set ol structural imbalances within the video
cntertainment industry, TU's ¢lear that this is not in the best interest of the consurmer, and it's also
clear that it can't continue (orever. What is less clear is whatl will happen Lo change the situation
or when. For our part, we will examine cach network with an expiring contract and attcmpt to
drop or reposition those that in our judgment do not add 1o the price value relationship of our
packagces. For the rest, we'll continuc to negotiate the best deals we're able to get.

In the casc ol sports, we've taken some sieps towards managing and siabilizing costs through our
Lakers and Dodgers deals. That doesn't mean these deals are inexpensive, but we do think they
arc betier than the potential alternatives. We're [celing very positive about the growth of our
business services and broadband businesses, We're doing an aw/lul lot to improve customer
scrvice, products and markcting, and we're pleased with our progress on all thosc (ronts, Rob
will lalk about specilic actions in a few minules.

So we have our challenges, but we're investing to capturc long-tcrm opportunitics, and our
business remains strong and stable.

Now T'll turn the call over to Rob and then Trene to dive into the details.
Robert D. Marcus

Thanks, Glenn. Good morning, everyone. This morning, I'd like to divide my comments in 2
paris. [n the first, Il give you my assessment of 2012 and (ollowing that, I'll share our priorities
for the new year. So to begin with. I would count 6 accomplishments in 2012 that we're
particularly proud ol that will provide a solid foundation for 2013, First, we made smart
investments to enhance the capacity of our network and improve our critical infrastructure. We
completed our DOCSIS 3.0 rolleut in 2012 and also began a process ol reclaiming bandwidth
previously dedicated to the delivery of analog video. These 2 steps enable us to dedicate more
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network capacity to our high-speed data offerings. That means we can handle more traffic and
deliver higher speeds.

In November, we opened our first National Data Center in Charlotte, which will cnable us to
begin the consolidation of video sourcing and infrastructure for high-speed data, cloud services,
phone and our internal cnterprisc systems. In addition, we've built out our own Content Delivery
Netwaork, or CDN, so we can elliciently deliver our managed TP video service without reliance
on third partics. These investments arc alrcady paying dividends, but as importantly, they
position us well lor the long term.

Sccond, we made our products better in 2012, Our Internet customers now have much morc
choicc. Opticnal usage-bascd ticrs arc available across virtually our entirc footprint, and we're
oftering faster speeds than ever before.

As Glenn mentioned, we incrcased the speed of our standard ticr of service by 50%, to 15
megabils per second. And in a couple ol cilies, we've added 75 and 100 megabils per second
olfcrings to our existing tiers, We also added around 10,000 WiFi access points during the year,
which when combined with the thousands ol hotspots activaled by our cable WiFi pariners, give
most of our Internct customers aceess to one of the most robust WiFi networks in the ULS. at no
incremental charge.

On the video front, we continued to upgrade our TWC TV apps, which we belicve represent the
maost advanced lincar TP vidco product in the industry, As many as 300 channels ar¢ now
available on a wide range of consumer devices in the home, And in December, we added 4,000
On Demand asscts to the 108 app, a number that will only grow over time,

And with our Roku announcement at the Consumer Electronics Show earlier this month, cur
customers soon will be able to watch Time Warner Cable TV on their tclevision without a leased
set-top box. The really good news is that our customers are starting to make use of and
appreciate the apps. In December, over 0.75 million unique customers uscd the TWC TV app
and they used it almost 4 million times. We're now focused on adding out-of-home capabilities
to the apps to make them cven more valuable to customers.

Belore | leave video, | have Lo point out thatl we also beeled up our programming lineup in 2012,
Glenn noted that we are becoming increasingly vigilant about ensuring that the money we spend
on programming yields real valug (o our customers, Bul that doesn't mean we're not interesied in
carrying ncw nctworks that enhance the value ol our video product. So in 2012, we added some
key sporis programming to our lineup, most notably NFL Network and RedZone, as well as the
Pac-12 Networks,

Tinally, we continued Lo innovaic in the voice space as well, In November, we launched the
Global Penny Plan, an international calling plan that cnables voice customers to call over 40
countrics for 50,01 a minule,

The third area I want to talk about is customer service. We made real tangible progress in 2012.
For example, we introduced 1-hour service windows in almost everywhere in cur [oolprint, In a
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number of citics, including New York City, we have somcthing that may be cven better, a 30-
minule window for the [irsi appointment of the day.

And wc've cven begun cxperimenting with real-time appointments. In addition, over the last
vear, we more than doubled our sell-installation rate, Last month, almost 30% ol installations
were performed by our customers, That's a huge benefit, both te our customers in terms of
convenience and 1o us in terms of truck rolls.

And we also completely overhauled our customer-facing web presence in 2012, cnabling more of
our customers to completc more transactions onlinc or from their smartphones.

Fourth, business services. What more can | say aboul business services? We posted organic
growth of morc than 20% again in 2012, Powcred by an expanded sales (oree, more buildings on
net and some new products, we think we can achieve that kind ol growth yet again in 2013.

Couple of quick business scrvices metrics. In 2012, we added morce than 1,500 pcople to our
business services headcount, that's a 35% increase. And we nearly doubled the number of
commercial buildings connccted with fiber.

Filth, the Insight integration has gone very smoothly. The [ormer Insight sysiems now look and
perform like Time Warner Cable systems. And although there's still work to be done, we fully
expect 1o realize $100 million in annual run rate lor synergies that we identilied before we closed
the deal last year.

And sixth, we took lull advantiage of the 2012 clection to post a record year in advertising salcs.,
Despite the success ol a number of imporiant initiatives in 2012, including those | just
mentioned, our (ull year residential subscriber resulls were somewhat mixed, And that's true of
the fourth quarter sub numbers as well,

If vou take a look at Slide 3 in our presentation materials, you can review the details for both Q4
and the full yecar, Video stats were a disappoiniment, We rcally hoped that 2012 was going o be
the year in which residential video net losses improved year-over-year. In fact, while our Enjoy
Betier campaign and aggressive packages [ucled strong connect volumes, increascs in
disconnccts led to net losscs that were worse than in 2011,

I am somewhal encouraged that the year-over-year trend improved in each quarter -- each ol the
last 3 quarters. In Q4, video sub losses were essentially flat versus Q4 of 2011. But we still lost
129,000 residential video subs in the fourth quarter, and that's just nol acceplable, So we've gol
much more work to do.

Internet, typically our siar perlormer, delivered 75,000 net adds in Q4. That's fewer net adds than
in Q4 of 2011. But the shortfall here was a conscious trade. Our modem fee drove a 6.3%
increase in residential HSD ARPU in the [ourth quarter, but undoubtedly had the cffect of
clevating disconnects. I will point out that our HSD subscriber mix continucs to improve. More
than 100% ol our Q4 n¢t adds were Lo our 30 and 50 megabits per sccond Licrs, And we
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continucd to competc well against the telcos. Fourth quarter net adds were still more than triple
the net adds ol AT&T and Verizon combined.

Voicc net adds for the full year were much better than in 2011, driven largely by our cmphasis
on Triple Plays, Q4 voice net adds came in at 34,000, just about where they came out in Q4 of
2011.

Onc other point worth noting is that Southern California led the company in subscriber
performance in the fourth quarter. Part of that, undoubtedly, is related to our addition of TWC
SportsNct and Pac-12 to the SoCal lincup. But in broader terms, I think our opcerations there arc
hitting their stride.

Some of our subscriber performance issucs are related Lo the environment, Compctition
continues 1o be tough, and the econamy is still challenging (or many consumers in our footprint,
But T belicve there are other lactors that ar¢e very much within our control,

So let me share with you what we're focused on in 2013. 1 mentioned that last year, we did a very
good job driving connects but didn't do as well on customer rctention. In 2013, we're redoubling
our efforts to get, grow and keep customers. Just last week, we launched a new pricing and
packaging architccturc designed to cnsurc that the phones continue to ring and consumers
continue to visit our website, but also to facilitate aggressive up-selling by our newly retrained
sales tcams.

And most importantly, we're making significant investments in retention capabilitics that should
help us keep the customers we have. A lot of this is simply about execution. It starts with
cnsuring that retention calls arc routed to retention specialists, and then, it's about arming thosc
specialists with training, processes and tools so they can handle issues that have been problems
for us in the past.

We've been losing loo many customers when their promotions expire. To [ix this issue, we will
adopt a much morc disciplined and consistent approach 1o managing post promotion pricing. We¢
can also do [ar beller working with customers who [(all into non-pay status, We think there are
meaninglul beneflits to taking a more customer scgment-specilic approach to handling late
payers,

And we know wc can be more cffective at retaining customers who arc moving within our
footprint, Of coursc, the best approach to reducing churn is 10 minimize the numbcr of customers
that call to disconncct in the first placc. That means we need to keep our customers happy. So in
2013, we'll continue Lo improve customer service by relining the initiatives we launched in 2012,
by improving the rcliability of our nctwork, increasing first-call resolution and reducing repeat
trouble calls, All ol that requires painstaking atiention o detail, butl we're committed to making it
happcn.

And we'll further enhance producis, too. Our customers will see a series ol updates Lo our apps
that will bring even more content and functionality to more devices. In addition, our cloud-based
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uscr interface, running on 1P sct-top boxces and next-gencration DVRs, will deliver the biggest
change 1o the video experience that our cusiomers have experienced in a decade,

These arc scheduled for introduction in the sccond half of the year. In HSD, we are planning to
maore than double our network of WiFi Hotspots, with an emphasis on New York City. As Trene
will highlight shortly, we expect that business scrvices will continuc to drive a disproportionate
amount of growth in 2013, So we'll continue to [ocus on and invest in B2B. That means
additional cxpansion of our salcs force and more buildings on nct, as well as more ncw products.

Undcrlying our 2013 prioritics arc greater focus and better and faster decision making. To that
end, we announced organizational changes last weck to mark the final step in our evolution from
decentralized geographic operating units to a more centralized structure that we're internally
calling One Time Warncr Cable.

We cxpect that over timg, this more streamlined organization will deliver new products laster
and better in addition to more reliable service, It will give our employees greater clarity on their
roles and responsibilitics, And of course, we believe these changes will help us to deliver the
operational elficiency and profilable growth that our shareholders demand.

So in summary, wc're gratitied by our many successcs in 2012, and we recognize the need to
continually step up our game to meet the challenges of a world in which technology changes
faster cach year and compcetition continucs to be intcnsc.

We comc to battle well prepared with a fabulous high-capacity nctwork, morc than 50,000
dedicated employees and an org structure that is tailored to address the opportunities and
challenges we face. As I look forward, I am confident that we will succeed.

Thank you. And with that, I'll turn it over to Irene Lo discuss our [inancials,
Irene M, Esteves

Thanks, Rob. And good morning, everyone. I'll start with the fourth quarter highlights on Slide
4,

In the fourth quarter, we grew revenue about 10%, and we drove operating income and adjusted
diluted EPS growth just under 14%. Wc increcased the amount of capital returned to sharcholders
through dividends and sharc repurchases to $742 million,

In the following slides, I'll give you more insight into fourth quarter trends, point out some of the
key drivers of our performance and provide somc of our cxpectations for 2013,

So let's jump right into our [inancial resulis on the next slide. Revenue growth lor the [ourth
guaricr was driven primarily by acquisitions, busincss scrvices and political advertising,
Excluding acquisitions, revenue growth was 4.29%,
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As you can scc on the slide, we continuc to drive revenue by increasing total ARPU per customer
relationship, which increased 4% over last year and is approaching $120 per month,

We move on to Slide 6, fourth quarter business scrvices revenuc was up 26% or S106 million.
Excluding $17 million from Insight during the quarter, business services revenue grew 22%
year-over-year. That's our 11th consccutive quarter of at least 20% organic growth.

And looking at our organic growth, the $89 million increasc was driven by a 21% growth in
HSD from shared and dedicated Internet access, as well as Mctro Ethernct. 46% growth in
phone, 29% growth in managed and outsourced IT solutions and cloud scrvices and 16% growth
in wholcsale transport revenuc, mostly cell tower backhaul.

And we continug 1o invest in this growth opportunily and cxpccel these investments Lo drive 2013
lotal business services revenue growth in the 20% to 25% range.

For residential services, let's start with revenuc on Slide 7. We remain focused on driving both
subscriber volume, as well as revenue and profit per household. Fourth quarter revenue grew 7%,
and cxcluding the impact of acquisitions, revenue grew 1% driven by a robust 11% growth in
HSD while video revenue was down 3% and voice revenue was down 1%.

Our total residential subscription ARPU per customer relationship increased to S103.79 in the
fourth quarter, up 1.7% (rom last year's (ourth quarter,

Residential HSD ARPU increascd year-over-year for the 15th consccutive quarter, rising 6.3%,
doublg¢ the year-over-year growth rale [rom Q3 '12. The introduction ol a modem (¢e accounted
for about 3/4 of the ARPU growth, Improved subscriber mix also contribuled to this ARPU
growth, as we¢ migrate subscribers to higher-priced ticrs of service,

At quarter end, Turbo, Extreme and Ultimate subscribers comprised over 23% ol our residential
HSD customer base, up from 19% a year ago and just 11% 3 years ago. Vidco ARPU increascd
0.7%, driven by price increascs, a more (avorable video subscriber mix and increased cquipment
rentals. These factors were partially offsct by & decline in vidco-on-demand and premium
channel revenue per sub. Voice ARPU declined 4.1%. Of course, all of these ARPU numbers arc
affccted by the allocation of the bundle discounts.

On our next slide, in the lourth quarter, political ad revenue accounted (or over 3/4 ol our total
advertising growth of 29%. Excluding political, fourth quarter advertising was up a strong 7%,
driven by the acquisition of Insight and the additional ad inveniory on the L.A. RSNs. In
advertising, we achieved a new milestone by crossing the $1 billion mark in annual revenue.

So let's turn 1o Slide 9. Adjusted OTBDA increased 5.6% in the lourth quarter compared to last
year. Fourth quarter total operating expense grew 12.5%, largely driven by acquisitions, LA,
RSN costs, including the Lakers rights Ices and our hiring in busincss seryvices. In Q4, the
combincd net costs from the Lakers and other new initiatives were about $60 million, putting our
[ull year nct cost at §110 million,
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But before we move on to operating income, let me pause for a sccond to tell you what
neighborhood we think we'll be in lor the 2013 revenue and adjusted OIBDA, We expect organic
revenue growth to be around 3% to 4%, comparable to the 3.5% growth ratc in 2012. In addition
lo organic growth, we will have 12 months ol Insight revenue in 2013 compared (o 10 months in
2012, So we cxpect total reported revenuc growth to be in the 4% to 5% range.

However, we expect adjusted OTBDA margin contraction ol 50 to 100 basis points, driven
primarily by programming cost growth pcr sub of around 10% related 10 adding new
programming services and rate increases, the absence ol high-margin political advertising
revenue and approximately 20% higher pension cxpensc.

In order to offsct some of this impact, wc continuc to pursuc opcrational cfficicncics throughout
the company, and Rob touched on some of thosc initiatives. But as you know, our efforts to in-
source the back-office of our phone scrvice will yicld only modest benefits in 2013, the more
significant savings comc in 2014,

As you build your 2013 quarterly modcls, recall that first quaricr margins typically siep down
from Q4 levels due to a variety ol faciors, including the timing ol employee-related expenses like
payroll taxcs and merit increascs, In addition, first quarter 2013 margins will be negatively
impacted by the absence ol high-margin political adverlising revenue booked in Q4, as well as
the timing of the Lakers rights fecs.

Moving on to Slide 10, operating income incrcasced 13.6% to $1.2 billion in the fourth quarter of
'12, rellecting a higher adjusted OIBDA in the lourth quarter 2011 wireless assel impairments,
partially ofTsct by increases in depreciation and amortization.

Higher D&A from Insight was partially oftset by lower depreciation related to the roll-off of
Adclphia and Comcast asscts. Wc incurred $17 million of merger-related and restructuring costs
in the quarter compared to $34 million in the fourth quarter of 2011.

So turning to Slide 11, our (ourth quarter diluted EPS was $1.68. Adjusted diluted TPS, which
excludes a number ol items allecting comparability, increased 14% to $1.57. And these items
allccting comparability (or both periods are detailed in Note 1 1o our press release, We expect
that in 2013, we'll deliver 10% 1o 15% adjusted diluted EPS growih.

Turning to capital spending on Slide 12. Capital spending finished the year as planned, including
about $100 million ol Insight-rclated CapEx, We invested $3.1 billion in total CapEx in 2012 or
14.5% of rcvenuc, a 40-basis-point decrcase from 2011, Business services' capital intensity was
31.9%, and rcsidential, advertising and other capital spending was at 12.8% ol revenue,

Fourth quarter CapEx was down 4% from a year ago to $904 million, and was 16.5% of revenue,
which was a 240-basis-point reduction [rom the lourth quarter of 201 1. Overall, we expect
capital intensity will continue to decline modestly, with full yvear capital spending around $3.2
billion 1n 2013,
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And moving on to free cash flow, excluding bonus depreciation, frec cash flow for the year was
up 25%, primarily due 1o higher adjusted OIBDA, lower pension contributions and lower income
tax payments duc to Insight NOLs and other onctime deductions. This was partially offsct by
higher interest payments and CapFx.

Before I sharc with you our frec cash flow expectations for 2013, let's flip to our favorite Slide
14 to give you a quick update on the impact ol stimulus programs over the next several years, As
vou know, the federal government extended 50% bonus depreciation for 2013 as part of the
American Taxpayer Reliel Act of 2012, This act elfectively delays the large step-down ol bonus
depreciation and tax deferrals for another year.

Assuming around $3.2 billion in 2013 CapEx, wc cxpect that the impact of bonus depreciation
deductions and reversals of prior-year benefits on cash taxes in 2013 will be around the same as
in 2012. The chart on this slidc highlights the net expected cash tax impact from bonus
depreciation as adjusted for the new act for 2017,

But we still cxpect to pay higher overall taxes this year than we did last ycar, given the non-
stimulus-relaled tax benelits we received in 2012, As aresull, we expect 2013 loial (ree cash
Mlow, including stimulus impacts, Lo decling to around $2.3 billion,

Let's move on 1o our capital return slide. We ended the year with net debt and prelerred cquity
totaling $23.5 billion, a $2 billion incrcasc from year-cnd 2011, and our reported Icverage ratio
was 3.01x our last 12 months adjusted OIBDA,

Including the normal adjustments, which include items like the underfunded pension obligations
and facility lcascs, and adjusted for a full year of Insight results, the leverage ratio is closer to our
target. And despite higher net debt year-over-year, our success at raising capital at lower rates
and managing our averagce costs through intcrest rate swaps resulted in a decline in our net
interest cost in the fourth quarter.

Our average cost ol debt has dropped from 6.5% Lo 6.0% over the last 2 vears, That's a 50-basis-

point drop on $26.7 billion of total debt or roughly $130 million of annual interest savings. In the
fourth quarter, we rcturned over 125% of frec cash (low or $742 million in total to sharcholders,

$171 million in dividends and $571 million in share repurchases. This was an increase ol 14% in
sharc repurchascs compared to Q3 and 56% over a ycar ago.

And given our strong and sustainable cash (low gencration, we announced another 16% increase
in our quarterly dividend to $0.65 a share or $2.60 on an annualized basis. And Ict me remind
vou that our sharc repurchasces arc really an outcome of our balance shect philosophy. We'rca
large borrower, and wc're committed to maintaining our solid investment-grade rating. To do
that, we manage 1o 3.25 leverage ratio with the normal adjustments over time,

So in summary, with these fourth quarter results, we have delivered another year of steady
financial performance and we continued to return excess linancial capacily 1o our shareholders, a
total of $2.6 billion in dividends and share repurchases in 2012, We extended our track record
loday by raising our quarierly dividend (or the third conseculive year.
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Thank you. And with that, I'll turn it over to Tom for the Q& A portion of the call.
Tom Robey

Thanks, Irene. Candy, we're ready to begin the Q& A portion of the call. [Operator Instructions|
First question plcasc, Candy?

Question-and-Answer Session

Operator

First question is Doug Milchelson, Deutsche Bank.

Douglas D. Mitchelson - Deutsche Bank AG, Research Division

I guess a question [or Rob, How meaninglully and how quickly can the initiatives you outlined
impact customer churn?

Robert D. Marcus

Doug, it's a great question, and my expectation 1s that certain of these initiatives that are very
exccution oricnted could have an impact right away. Others will take some time to actually
manifest themselves. Things that relate to customer satisfaction, reducing churn volume or churn
calls in the first instancce will unqucstionably take a longer time to have an impact. Exccution-
related changes, 1 think, can have a more immediate impact. But the goal is to work it on both
fronts, and my hopc is that we scc a better outcome throughout 2013,

Douglas D. Mitchelson - Deutsche Bank AG, Research Division

Yes, I mcan, the follow-up would be -- I mean, I know you don't like talking about potcntial
future video subscriber levels, But given the comment that you've had improvements cach of the
last 3 quarters, you've got the iniliatives you have underway, | mean I think people are going to
leave this call with the expectation that video sub losses arc going to start 10 improve in 2013, Ts
that fair or is it really loo early to gauge that?

Robert D, Marcus

It's what we're striving lor, but it's early 1o gauge any lull year resulls,

Opcrator

The next question 1s Jessica Reil Cohen of Bank of America Merrill Lynch.

Jessica Reif Cohen - BofA Merrill Lynch, Research Division
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1 was hoping you could give us some color on your newest RSN. What can you say about the
economics ol the Nodgers RSN? And how diflferent is it (rom the Iakers economics, which you
actually own?

lrene M. Esteves

Hi, Jessica, it's Irenc. The Dodgers deal is similar in cconomics to the Lakers deal in that we're
guarantced access to important sports programming over a long period of time. And our
objcctive here, as it was with the Lakers, is to cnsurc that access to programming at a ccrtain
cost. And we think over the long-term, this will be a lower cost alternative than if we had not
guarantced those rights for the 25-ycear period.

Glenn A. Britt

Jessica, this Glenn. [ just want to emphasize one thing that Irene just said. We do not pretend that
these deals arc incxpensive or cheap. And our sensc is that if we're going to carry these games,
they're going to be expensive when we get them. So what we think we've done with these deals 1s
to minimizc and stabilize the cost over a long time period. But we're not trying to pretend the
first vear 1s really, really cheap or anything.

Jessica Reif Cohen - BofA Merrill Lynch, Research Division

But is this why margins arc coming down in 20137

Irene VI. Esteves

It really doesn't impact us, Jessica, until 2014.

Jessica Reif Cohen - BofA Merrill Lynch, Research Division

All right. Okay. So can you say anything about the first year impact?

lrene M. Esteves

It should be minimal. We mighl have a litile bit of starlup cost, bul it's really a4 '14 impact.
Operator

Next question is Phil Cusick, JPMorgan.

Philip Cusick - JP Morgan Chase & Co, Research Division

I guess, just following up on Jessica's question, can you help us think about the -- arc the Lakers

and Dodgers RSN deals sort o more dilutive up (ront and so dragging margins even more than
might have been in a normal or sort of a -- you buying from the previous contract? But then we
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expect margins to improve over time. So arc we secing morce pressurc from these given the
structure, but again, you think it's better this way to do it?

Glenn A, Britt

Phil, thc answer is no. Again, wc think wc're stabilizing and minimizing costs over a long time
period. These -- in both cascs, these rights were up for auction in a scnsc and they were going to
be cxpensive no matter what happenced. We think we've donc the best of the alternatives.

Irene M. Esteves

And with the expericnee we've had with the Lakers, we'd say that given the net cost of that deal
compared to where sports rights programming i1s going, that we're confident that we made the
right decision with the Lakers and we're hopeful we made -- we'll find the same with the
Dodgers.

Robert D, Marcus

Even in the short term.

Philip Cusick - JP Morgan Chase & Co, Research Division

Can you give us any carly indication on what this should do to '14 margins as well?

Irene M. Esteves

It's 0o carly to say.

Operator

Next question, Laura Martin, Needham & Company.

Laora A. Martin - Needham & Company, LLC, Research Division

Let's lcave sports and talk about the Google overbuild in Kansas City. Can you guys give us any
updatec as to what's happening to your subscribers and cost down there? And then [ thought the
most intercsting thing to come out of CES was the Roku app, and I'd be interested in you guvs
sizing what that might mecan to your capital spending. Could that take that down? And Glenn,
strategically, should we cxpect to scc to roll that out over other platforms other than the Roku
platform?

Glenn A. Britt

Let me answer the last part, Laura, and then, Rob will do the first part. T think T've said this

before, but I'll repeat it, our goal is to have our video scrvices on every device that is capable of
displaying them and carrying them, So there's all sizes and shapes and varieties ol devices, but

13
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you should assume wc're actively talking to cverybody and that's our objcctive. So over time,
you will see a series ol announcements such as Roku. Boh?

Robert D, Marcus

Yecs, and just to amplify what Glenn said, Roku is just one example of many. Whether the actual
expericnce will be attractive to a broad number of customers, 1 think, remains to be scen. So 1
wouldn't anticipate mecaningful impact on our sct-top box cost in the ncar term. [ think this is
morc about the philosophy and dircction we're headed. So going to Google, just at the risk of
repeating what we've said before to put the Google overbuild in context, they have talked about
what will ultimatcly be a 600,000 home build, I think 300,000 of thosc homes arc in our
footprint. And if you gct to the subscriber level, it's something like 100,000 vidco customers and
100,000 HSD customers. So a very small pereentage of our total subscriber basc. And the reality
is most of the action is going to happen towards the back half of this year. So they really haven't
built out very much, and the customer impact we've scen, so far, is cssentially de minimis. That
said, we're hard at work ensuring that our customer rclationships arc strong, that our product sct
1s good. We recently increascd the tiers of service on HSD that we have available in the Google
footprint. And wc're now offering 100 megabits a second scrvice, which is the fastest we're
making available anywhere. So like with any overbuilder, we're ready lor the competition,

Glenn A, Britt

And Laura, il T could just add onc morg thing, T think that there's a lot o PR and a lot of hype
about this whole thing, The reality is, loday, there are nol really applications that require 1
gigabil per sccond. So our philosephy has been 1o keep our speeds in ling with what the market
demands and what it needs. There's no doubt in my mind that the speeds will, over time, get
faster and (aster as they have since we started this in 1996, So T expect some time in the future,
we'll have | gig, maybe 2 gigs. Butl other than PR and hype, this is nol a real need for anybody
right now,

Operator

Next question is Jason Bazinet, Citi,

Jason B. Bazinet - Citigroup In¢, Research Division

Just had a question either for Mr. Marcus or Mr. Britt. | guess, the entire cable industry i1s now at
a point where they've gone all digital and most ol the execulives seem Lo extol the virtues ol that
decision and claim that it's helped their fundamental results fairly significantly. Do you still
believe thal not going all digital 1s the right move? And il so, do you mind just elaborating on
what it is that you think makes your footprint or operational strategy fundamentally different

from the rest of the indusiry?

Glenn A, Britt



Exhibit 2.c.5

Sure. 1 think if you cut through it all, going all digital is somcthing that cablc opcrators did to
increase the usable capacity in their plan by getting rid ol analog, So in that sense, 1l was
somcthing donc for the benefit of the cable operator, not particularly for the consumer. And it's
somewhat disruptive Lo consumers. Whai we've done is Lo initially creale more capacily by using
switch video, and that's stood us in very good stcad. We most certainly, over time, will be going
more and more lowards all digital, but we're doing it on an evolulionary basis, T actually think
the ultimate all digital is going to be IP digital, not MPEG-2, which is what everybody's stuck
with. So I think that as we evolve Lo that, we'll be doing all things IP and not sort of in this
intermediate phasc. So we actually feel very good about what we've been doing and 1 think the
future il's going to pay big dividends.

Robert D, Marcus

Lct me just clarify onc thing that I mentioned in my preparcd remarks. We are, in fact, in the
process of reclaiming bandwidth that's previously been dedicated to analog video. And the way
wc're going about doing that is, as Glenn mentioned, rather than doing a flash cut and ccasing to
deliver all of the networks in analog, we're starting rcally with the most -- the least viewed
nctworks and kind of chipping away at the lincup and ccasing to dcliver those networks in analog
when a customer, who likes Lo walch those networks but doesn't have a set-top box, raises their
hand, then wc provide them with the D-to-A converter. Se we can increase the usable bandwidth,
10 use Glenn's term, without some ol the related disruption that generally is associated with these
transitions. So we think we've struck the right balance, and it's working quite well.

Glenn A. Britt

I think just to be clear also, we have gone all digilal in some markets where we needed the
capacity, So New York City is onc of them and parts of LA, and then maybe some other places,

Operator

Next question, Marci Ryvicker, Wells TFargo,

Marci Ryvicker - Wells Fargo Securities, LLC, Research Division

1 just had a quick question for Irene. Can you share with us your thoughts on share repurchase
activity (or 20137 I know last year, you had told us that it should be more than (ree cash low,
Should we expect the same thing again?

lrene M. Esteves

Hi, Marci. On free cash flow, what we've said is we're guided by our 3.25 leverage ratio, and
wc've been very consistent talking about that, and we will continuc to usc that as a guiding
principle. I'm not giving specific guidance on the pace, but as you look back on our history, you

can sce that we've consistently increased the pace, and that we arc fully committed to 3.25
leverage ratio over time.

15
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Marci Ryvicker - Wells Fargo Sccurities, LL.C, Rescarch Division

And can you just clarily (or (ree cash lMow guidance there, I've seen a couple of dilTerent
calculations between $2.3 billion and $2.5 billien. Is there a detinitive number for 20137

Irene M, Esteves

We said it will be around $2.3 billion,

Operator

Next question is a Jason Armstrong, Goldman Sachs.

Jason Armstrong - Goldman Sachs Group Inc., Research Division

Rob, you mentioned, | think, in your up(ront remarks that Southern California is the bright spot
operationally. I realize we've obviously talked about the Dodgers deal a decent amount. You
were early in that markel with WiFi initiatives, garly obviously with RSN ownership relative to
the rest of the footprint. Are those the key drivers that are impacting performance there? And to
what extent, do you think, that can service sort of a broader blueprint?

Robert D. Marcus

Yecs. So I think that the programming benefits we got out of the TWC SportsNct and maybc as
significantly, Pac-12 Networks, did definitely help subscriber performance in SoCal in Q4. WiFi,
T think it's still carly days. We've got a nice network of WiF1 Hotspots in L.A., and the evidence
wc have so [ar certainly suggest the correlation between churn reduction and WiFi utilization,
But candidly, the usage is still at a level that I can't point to 1t having a meaningful impact on
overall subscriber performance, We belicve in the benelits of WiFi Lo our customers, but T think
it's a little carly to say that, that's a big driver of the subscriber performance. 1 think morc than
anything clsc, what T would atiribute it 10 15 superior cxccution, We've spent a lot o encrgy and
it's been a long road since the acquisition of the Adelphia and Comeast propertics to hardening
the network, ensuring that the products that we delivered were reliable and statc-ol-the-art, and
cnsuring that our markcting and salcs machinc and our scrvice organization were firing on all
cylinders. And T think we're getting to that point, and that's manifesting itscll in betier subscriber
performance.

Operator

Next, Ben Swinburne, Morgan Stanley.

Benjamin Swinburne - Morgan Stanley, Research Division

Thave, T guess, 2 questions [or Rob, Reb, as you look at the subscriber metrics over the last [ew

vedrs, one 0l the areas that did gel worse in '12 was Double Play, which I'm presuming the vast
majoritly is probably dala and phone. But would leve any color on that line since il seems like an

16
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arca where you'rc operating from a position of strength and it was pretty solid in '10 and '11. And
then just on the margins in'13, the programming cost number isn't oo surprising, and it leels like
there's other stuff going on around maybe marketing, 1 know there's been some press around
some new marketing initiatives you guys have. And I don'l know il you'd be willing to talk about
the startup losscs, which were, [ think, 110 for '12. Is there a number in ‘13 that we should be
thinking ahout? Because il seems that a lot of the things you've done around CDN and daia
centers, the consolidation and reorg, would be margin cnhancers but doesn't scem like that's
kicking in, in '13. So any color would be helplul.

Robert D, Marcus

Yecs, so let me start with the question on doubles. I'll makce a brief comment on marketing then,
I'll flip it over to Irenc to handle the rest of the margins. So Double Play -- first of all, you
mentioned -- you madc reference to data and phenc. In fact, the vast majority of our Double
Plays arc video, data doubles, and that's where we saw the most softness in 2012. This is an arca
I think T highlighted on our Q3 call and it's an arca that wc're going to focus on going into this
year. | think we can do a better job competing with U-versce in particular on the Double Play
front. They've been very aggressive in their Double Play promaotions, most notably in Texas and
1o some exlent, in the Midwesl. The focus has been on customers who reside in MDUs and
gencrally don't take landline phone at all from anyone. They tend to be wircless-only customers.
It's a younger, typically unmarried base, and we just need o re-crall some ol our offerings o be
morg responsive to their necds. We haven't yet talked much about our Verizon Wircless
relationship, but T feel that, that's a place where our Verizon Wireless relationship can actually
position us well. So morc to come on that front, but it's an arca of focus. I guess, onc mechanical
thing that goes withoul saying, and il doesn't take away at all {rom the fact that we're locused on
doublcs, one of the rcasons that doubles have been weaker is our cmphasis has been on triples.
And we probably sold in some triples to customers that otherwise in the past would have taken
doublcs. So somc of this is just trading among bundled subs. But nonctheless, it's an arca of
focus for usin "3,

Trene M. Esteves

And then on the margins, il you think about programming, which was $4.6 billion, il that's
growing at 10% a sub, that's a huge impacl on our margins, We also mentioned 2 other piece, the
pension expense which is with historically low interest rates, that expense line gocs up, And
we're -- il's a nonpolitical year in '13, so we're missing that very high-margin political revenue. In
prior ycars, we also had oflscts Lo some of the programming cxpenscs with large Go Tt Along
savings in our phone business, which we're not expecting as much ol this year. And you asked
about the new initiatives and what we spent in 2012, We will continue to invest behind thosc
businesses, bul because it's a multi-year invesiment, we don't think it makes sense (o break them
out anymore, But sullice il 1o say, we are continuing to invest behind things like ntelligentHome
rollout and our business services expansion, and Rob mentioned, the WiFi. So we'll continue to
invest behind those businesses because we think it's right lor the long-term profitability of the
company. So those are the main drivers ol that margin decline thal we're expecting.

Robert D, Marcus
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And just specifically to address your question on marketing, it's true that marketing was up in Q4
vear-over-year, bul [ don't anticipate that being a meaningful driver of margin contraction in '13,
In fact, due to the -- some of organizational changes we've made and actually a trend that started
probably last year, we're gelting more efficient with our marketing dollars, T think we're gelting
morc bang for the buck in everything we spend. We're dedicating more of our dollars to working
dollars, in other words, buying media as opposed 1o some ol the adminisiralive and production
costs, And I think we're actually deing a better job spending marketing dollars more wiscly, So |
don't anticipate thal being a lactor.

Glenn A, Britt

Yes, onc thing I'd remind you about margins is that it's a good conversation about costs, and it's a
good mcasurc of whether we're managing costs. But at the end of the day, it's a mixture of a
whole bunch of stuff and diffcrent products with different characteristics. And we actually don't
run the business for margin, we run it for the bottom line. So if we can sell morc of a lower
margin product but add to the bottom line, we'll do that. So I just -- I know everybody needs it
for modeling, that wc pay attention to it, but it's not our primary focus. We're focused on the
bottom linc.

QOperator
Next, Richard Greenficld, BTIG.
Richard Greenfield - BT1G, LLC, Research Division

You alked aboul reducing programming cosis, bul you've been oul of contract, I believe, with
Starz Encore for a number of years, Just wondering il that's an opportunity [or you 1o make a
dent in the programming cost ling that you mentioned several times during the call? And then on
broadband, it's becoming an increasingly profitable busincss, T mean the modem (¢e is going 1o
have a, say, a nolable impact on 2013's growth, Do you worty or how do you think aboul the risk
1o broadband sub lces cmerging like what you pay in ESPN 3 today? Could that prolilcrate over
time and chew into any ol thal revenue that you're generating?

Glenn A, Britt

Rich, ['ll take a shot al both those, First ol all, individual programming deals, [ don't -- I'd be
remiss making any comments at this point. But suffice it to say, we're going to look at everything
hard. On the broadband subject, [ think you raised an inleresling issue because in a world where
there's net neutrality and a push for net neutrality, which is essentially applications and content
people saying they don't want anybady Lo be [avored, there's the potential for reverse network
neutrality. And I think perhaps an illustration of the government trying to put rules in place too
early withoul really thinking through everything that happened. The essence ol Internet is that
vou provide access to the web and people will go wherever they want and do whatever they want
and what we sell is the access, So | think we need 1o be very carelul aboul turning that into a
business where some application or content providers seek favor or demand favor. It's not kind
of what this is all aboul,
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Opcrator
Next, John Hodulik, UBS.
John C. Hodulik - UBS Investment Bank, Research Division

First, maybe a quick clarification on the programming cost, You're sccing some real acecleration
per sub in terms of growth, Maybe Glenn, are the iniliatives Lo drive some of these channels -- |
mean, should we keep that number at about 10% going [orward or do you think the initiative to
drive some ol these channels can pul some pressure on that as we move beyond 20137 And then
maybc [rom Rob, can we just get some more detail or could you claboratle on a couple ol the
initiatives you talked about? Firsi, the rollout of the cloud-based [P guide and you talked about
developing morce video apps and cxtending those beyond the home, When -- whal -- can you give
us a liltle bit more detail there and when we can see those?

Glenn A, Britt

On the [irst one, I think it's -- beyond whal we said, [ don't want 1o say much, numerically, But
the actions we're taking are not going to dramatically change the trajectory of programming cost.
I do hope thal we can, over time, improve the perceived price value relationship though and then,
clearly, consumers, particularly people who are under economic duress, are looking at these big
packagces and they're saying, it costs more than I can afford, number one. And numbcer two,
there's too many networks 1 never watch and I don't care about. And that's kind of what we're
trying to address. Obviously, sports and other really popular programming keep getting more and
more expensive, and that's where most of the money is. But these networks that hang on, I think
they have a birthrate of carriage even though hardly anybody watches them. Thosc are the onces
we're going to be taking a look at.

Robert D. Marcus

And John, with rcspect Lo the cloud-basced guide, T mean I gucss the first thing that's worth
mentioning, and wc've mentioned it before, is that we alrcady have a cloud-bascd guide that's in
front of a couple ol hundred thousand customers in a couple of markets and we've had it out
there for a while, and we've learned from it. The cloud-bascd guide I was referring to, is what we
call our hosted navigation product. Tt will be available back hall of this year, Tt will work on our
new IP sct-top boxces. It will work on what is cssentially a souped-up DVR. Somc pecople have
rclerred Lo it as a Gateway device, which has 1 terabyte of storage, 6 tuners and has the ability Lo
transcode video into IP, so it can bc consumed not only by the IP sct-top boxcs but by other
devices in the home. So we're looking lorward 1o that, T think the experience will be markedly
better than the sct-top box-bascd guide cxperience. There will be casicr navigation, more box art,
better scarch, all of the things that viewers have come 10 expect based on their intcraction with
video on the web. So I think that's going to be a really cxciting change. Refresh, what was your
question on the video apps?

John C. Hodulik - UBS Investinent Bank, Research Division
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Yes, first, is that new guide? And that media guide, will it going to be available in all your
markels in the second hal? And then you said, exlending the apps not just so that they're use(ul
inside the home but potentially I guess, with maybe the...

Robert D. Marcus

So on the guide, look, it will not -- the guide will initially only function on these new picces of
hardware that I'm referring to. So on one level, the proliferation of the guide will be dependent
upon the rollout of the hardware. Whether or not it's available in cvery single markcet, 1 think it's
still too carly to say what the exact rollout schedule is. So we'll give you more as the year
progresscs. On video apps, we already have a pretty healthy portfolio of rights to deliver video
product outsidc thc home. But so far, customers access to those -- the video product, has been
dependent on their visiting the programmers' website. What [ expect later this vear, and in fact
late first quarter, carly sccond quarter, is that those vidco products will find their way into our
apps cven when you're outside the home. So the expericnce will be better in the sensc that the
programming will bc aggregated and casicr 1o navigate. So I think we've listed these before but
obviously, wc have the ESPN suite of scrvices, we have rights with respect to Viacom's
products, Big Ten Network, we have some professional sports product from the lcagucs. It's a
preity decent list, and T think the experience will be a lot better once we incorporale them in our

apps.

I see that it's hall past the hour, so that's probably all we have time lor this morning, Thanks,
cveryone, for joining us. And to give a little bit of advanced notice, our next quarterly conference
call will be held on Thursday, April 25 at 8:30 a,m, Eastern Time. Thanks lor joining us, and
have a great day.

Operator
Thank you. That does conclude today's conference. You may disconnect at this time.

Copyright policy: All ranscripts on this site arc the copyright of Sccking Alpha, TTowever, we
view them as an important resource for bloggers and journalists, and are exciled to coniribute 1o
the democratization of linancial information on the Internet, (Until now investors have had 1o
pay thousands of dollars in subscription lees [or transeripts.) So our reproduction policy is as
follows: Yon may quote up to 400 words of any transcript on the condition that youn
attribute the transcript to Seeking Alpha and either link to the original transcript or to
www.SeekingAlpha.com. All other use is prohibited.

TTIE INTORMATION CONTAINED IIERE IS A TEXTUAL REPRESENTATION OT TTIE
APPLICABLE COMPANY'S CONTERENCE CALL, CONFERENCE PRESENTATION OR
OTTICR AUDIO PRESENTATION, AND WIIILE EITORTS ARE MADLE TO PROVIDE AN
ACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR
INACCURACIES IN TITIE REPORTING OF TTIE SUBSTANCE OT TIIE AUDIO
PRESENTATIONS, IN NO WAY DOES SEEKING ALPHA ASSUME ANY
RESPONSIBILITY TOR ANY INVESTMENT OR OTIIER DECISTONS MADT BASED
UPON THE INFORMATION PROVIDED ON THIS WEB SITE OR IN ANY TRANSCRIPT.
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USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S AUDIO
PRESENTATION ITSELLF AND THE APPLICABLE COMPANY'S SEC FILINGS BEFORE
MAKING ANY INVESTMENT OR OTHER DECISIONS.

11 vou have any additional questions aboul our onling transcripts, please contact us at;
transcripts;seckingalpha.com. Thank you!
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Time Warner Cable (TWC) Q4 2012 Earnings Call January 31, 2013 8:30 AM ET
Operator

ITcllo, and welcome Lo the Time Warner Cable T'ourth Quarter 2012 Earnings Conlerence Call,
[Operator Instructions] Today's conlerence is being recorded. I you have any objections, you
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may disconnect at this time. Now, 1 will turn the call over to Mr. Tom Robey, Senior Vice
President of Time Warner Cable Inveslor Relations,

Tom Robey

Thanks, Candy. And good morning, everyone. Welcome to Time Warner Cable's 2012 Fourth
Quarter and Full Year Earnings Conference Call. This morning, we issued 2 press relcascs, one
detailing our 2012 fourth quarter and full year results and the other, announcing an increasc in
our rcgular quarterly dividend.

Belore we begin, there arc a couple ol items T want to cover, First, we reler to certain non-GAAP
measures. Definitions and schedules, selling oul reconciliations of these historical non-GAAP
financial mcasurcs 1o the most dircetly comparable GAAP [inancial measures, are included in
our earnings release and trending schedules,

And sccond, today's announcement includes certain forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995, which are based on
management's current cxpectations and beliefs and arc subject to uncertainty and changes in
circumstances. Actual results may vary materially from those expressed or implied by the
statcments hercin duc to various factors, which are discusscd in detail in our SEC filings. Time
Warner Cable is under no obligation to, and in fact, expressly disclaims any such obligation to
updatc or alter its forward-looking statcments whether as a result of new information, futurc
cvents or otherwisc.

And finally, today's press releases, trending schedules, presentation slides and related
reconciliation schedules are available on our websile al twe.com/investors,

With that covered, I'll thank you and turn the call over 1o Glenn Britl, Glenn?
Glenn A, Britt - Chairman and Chicf Exceutive Officer

Good morning, and thanks lor joining us. As we leok back on 2012, we have much to be proud
ol. It was a ycar in which we grew revenuc by almost 9%, powcered by our acquisition and
success(ul integration ol Insight Communications, continued success in business services and the
best-cver year in advertising,

Broadband continues to be our strongest product. We added another 0.5 million subs in 2012 and
improved the mix cven as we raised prices, a powerful combination. But considering that the
average customer used roughly 40% more capacity last year, and we increased our standard
speed by 50%, yet our pricing increasced by less than 10%, our broadband product is still a
terrific value for customers.

We met or exceeded all elements of our guidance in 2012. In addition, we honored our
commitment to return capital to shareholders. We repurchased 22 million shares lor $1.9 billion
in 2012, raising the total since initiation late in 2010 to over $5 billion.
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And through our regular dividend, we rcturned $700 million to sharcholders last year. This
morning, we announced a 16% increase ol dividend to an annualived rate of $2.60 per share,
demonstrating our continued confidence in our ability to generate very strong free cash flow.

Belore T turn the call over to Rob and Trene though, T want 1o spend a couple ol minutes on
residential video, our most mature and highly penctrated business. It faces challenges on 2 fronts.
The first is competition, The telcos and satellite companies are tough competitors and in a world
where we arc the original incumbent, the pressurce on our net adds is intense. Rob will speak to
the many ways we're working to compete better,

The sccond challenge is in video programming costs. Let me frame the issuc for you. Our
programming costs per subscriber has grown 32% in the last 4 ycars. Over that same period, the
Consumer Price Index has risen by 9%. So the math is pretty simple, programming costs have
been rising at morc than 3x the rate of inflation. Our residential vidco ARPU incrcascd 16% over
that samc period, so we've cffectively raised pricing a little faster than inflation but only half as
fast as programming costs have risen.

This situation is caused by a complicated set ol structural imbalances within the video
cntertainment industry, TU's ¢lear that this is not in the best interest of the consurmer, and it's also
clear that it can't continue (orever. What is less clear is whatl will happen Lo change the situation
or when. For our part, we will examine cach network with an expiring contract and attcmpt to
drop or reposition those that in our judgment do not add 1o the price value relationship of our
packagces. For the rest, we'll continuc to negotiate the best deals we're able to get.

In the casc ol sports, we've taken some sieps towards managing and siabilizing costs through our
Lakers and Dodgers deals. That doesn't mean these deals are inexpensive, but we do think they
arc betier than the potential alternatives. We're [celing very positive about the growth of our
business services and broadband businesses, We're doing an aw/lul lot to improve customer
scrvice, products and markcting, and we're pleased with our progress on all thosc (ronts, Rob
will lalk about specilic actions in a few minules.

So we have our challenges, but we're investing to capturc long-tcrm opportunitics, and our
business remains strong and stable.

Now T'll turn the call over to Rob and then Trene to dive into the details.

Robert D. Marcus - President and Chief Operating Officer

Thanks, Glenn, Good moming, cveryone, This moring, I'd like to divide my comments in 2
paris. [n the first, Il give you my assessment of 2012 and (ollowing that, I'll share our priorities
for the new year., So to begin with, T would count 6 accomplishments in 2012 that we're
particularly proud ol that will provide a solid foundation for 2013, First, we made smart
investments 1o enhance the capacity of our network and improve our critical infrastructure, We
completed our DOCSIS 3.0 rolleut in 2012 and also began a process ol reclaiming bandwidth
previously dedicated Lo the delivery of analog video, These 2 steps cnable us 1o dedicate more
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network capacity to our high-speed data offerings. That means we can handle more traffic and
deliver higher speeds.

In November, we opened our first National Data Center in Charlotte, which will cnable us to
begin the consolidation of video sourcing and infrastructure for high-speed data, cloud services,
phone and our internal cnterprisc systems. In addition, we've built out our own Content Delivery
Netwaork, or CDN, so we can elliciently deliver our managed TP video service without reliance
on third partics. These investments arc alrcady paying dividends, but as importantly, they
position us well lor the long term.

Sccond, we made our products better in 2012, Our Internet customers now have much morc
choicc. Opticnal usage-bascd ticrs arc available across virtually our entirc footprint, and we're
oftering faster speeds than ever before.

As Glenn mentioned, we incrcased the speed of our standard ticr of service by 50%, to 15
megabils per second. And in a couple ol cilies, we've added 75 and 100 megabils per second
olfcrings to our existing tiers, We also added around 10,000 WiFi access points during the year,
which when combined with the thousands ol hotspots activaled by our cable WiFi pariners, give
most of our Internct customers aceess to one of the most robust WiFi networks in the ULS. at no
incremental charge.

On the video front, we continued to upgrade our TWC TV apps, which we belicve represent the
maost advanced lincar TP vidco product in the industry, As many as 300 channels ar¢ now
available on a wide range of consumer devices in the home, And in December, we added 4,000
On Demand asscts to the 108 app, a number that will only grow over time,

And with our Roku announcement at the Consumer Electronics Show earlier this month, cur
customers soon will be able to watch Time Warner Cable TV on their tclevision without a leased
set-top box. The really good news is that our customers are starting to make use of and
appreciate the apps. In December, over 0.75 million unique customers uscd the TWC TV app
and they used it almost 4 million times. We're now focused on adding out-of-home capabilities
to the apps to make them cven more valuable to customers.

Belore | leave video, | have Lo point out thatl we also beeled up our programming lineup in 2012,
Glenn noted that we are becoming increasingly vigilant about ensuring that the money we spend
on programming yields real valug (o our customers, Bul that doesn't mean we're not interesied in
carrying ncw nctworks that enhance the value ol our video product. So in 2012, we added some
key sporis programming to our lineup, most notably NFL Network and RedZone, as well as the
Pac-12 Networks,

Tinally, we continued Lo innovaic in the voice space as well, In November, we launched the
Global Penny Plan, an international calling plan that cnables voice customers to call over 40
countrics for 50,01 a minule,

The third area I want to talk about is customer service. We made real tangible progress in 2012.
For example, we introduced 1-hour service windows in almost everywhere in cur [oolprint, In a
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number of citics, including New York City, we have somcthing that may be cven better, a 30-
minule window for the [irsi appointment of the day.

And wc've cven begun cxperimenting with real-time appointments. In addition, over the last
vear, we more than doubled our sell-installation rate, Last month, almost 30% ol installations
were performed by our customers, That's a huge benefit, both te our customers in terms of
convenience and 1o us in terms of truck rolls.

And we also completely overhauled our customer-facing web presence in 2012, cnabling more of
our customers to completc more transactions onlinc or from their smartphones.

Fourth, business services. What more can | say aboul business services? We posted organic
growth of morc than 20% again in 2012, Powcred by an expanded sales (oree, more buildings on
net and some new products, we think we can achieve that kind ol growth yet again in 2013.

Couple of quick business scrvices metrics. In 2012, we added morce than 1,500 pcople to our
business services headcount, that's a 35% increase. And we nearly doubled the number of
commercial buildings connccted with fiber.

Filth, the Insight integration has gone very smoothly. The [ormer Insight sysiems now look and
perform like Time Warner Cable systems. And although there's still work to be done, we fully
expect 1o realize $100 million in annual run rate lor synergies that we identilied before we closed
the deal last year.

And sixth, we took lull advantiage of the 2012 clection to post a record year in advertising salcs.,
Despite the success ol a number of imporiant initiatives in 2012, including those | just
mentioned, our (ull year residential subscriber resulls were somewhat mixed, And that's true of
the fourth quarter sub numbers as well,

If vou take a look at Slide 3 in our presentation materials, you can review the details for both Q4
and the full yecar, Video stats were a disappoiniment, We rcally hoped that 2012 was going o be
the year in which residential video net losses improved year-over-year. In fact, while our Enjoy
Betier campaign and aggressive packages [ucled strong connect volumes, increascs in
disconnccts led to net losscs that were worse than in 2011,

I am somewhal encouraged that the year-over-year trend improved in each quarter -- each ol the
last 3 quarters. In Q4, video sub losses were essentially flat versus Q4 of 2011. But we still lost
129,000 residential video subs in the fourth quarter, and that's just nol acceplable, So we've gol
much more work to do.

Internet, typically our siar perlormer, delivered 75,000 net adds in Q4. That's fewer net adds than
in Q4 of 2011. But the shortfall here was a conscious trade. Our modem fee drove a 6.3%
increase in residential HSD ARPU in the [ourth quarter, but undoubtedly had the cffect of
clevating disconnects. I will point out that our HSD subscriber mix continucs to improve. More
than 100% ol our Q4 n¢t adds were Lo our 30 and 50 megabits per sccond Licrs, And we
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continucd to competc well against the telcos. Fourth quarter net adds were still more than triple
the net adds ol AT&T and Verizon combined.

Voicc net adds for the full year were much better than in 2011, driven largely by our cmphasis
on Triple Plays, Q4 voice net adds came in at 34,000, just about where they came out in Q4 of
2011.

Onc other point worth noting is that Southern California led the company in subscriber
performance in the fourth quarter. Part of that, undoubtedly, is related to our addition of TWC
SportsNct and Pac-12 to the SoCal lincup. But in broader terms, I think our opcerations there arc
hitting their stride.

Some of our subscriber performance issucs are related Lo the environment, Compctition
continues 1o be tough, and the econamy is still challenging (or many consumers in our footprint,
But T belicve there are other lactors that ar¢e very much within our control,

So let me share with you what we're focused on in 2013. 1 mentioned that last year, we did a very
good job driving connects but didn't do as well on customer rctention. In 2013, we're redoubling
our efforts to get, grow and keep customers. Just last week, we launched a new pricing and
packaging architccturc designed to cnsurc that the phones continue to ring and consumers
continue to visit our website, but also to facilitate aggressive up-selling by our newly retrained
sales tcams.

And most importantly, we're making significant investments in retention capabilitics that should
help us keep the customers we have. A lot of this is simply about execution. It starts with
cnsuring that retention calls arc routed to retention specialists, and then, it's about arming thosc
specialists with training, processes and tools so they can handle issues that have been problems
for us in the past.

We've been losing loo many customers when their promotions expire. To [ix this issue, we will
adopt a much morc disciplined and consistent approach 1o managing post promotion pricing. We¢
can also do [ar beller working with customers who [(all into non-pay status, We think there are
meaninglul beneflits to taking a more customer scgment-specilic approach to handling late
payers,

And we know wc can be more cffective at retaining customers who arc moving within our
footprint, Of coursc, the best approach to reducing churn is 10 minimize the numbcr of customers
that call to disconncct in the first placc. That means we need to keep our customers happy. So in
2013, we'll continue Lo improve customer service by relining the initiatives we launched in 2012,
by improving the rcliability of our nctwork, increasing first-call resolution and reducing repeat
trouble calls, All ol that requires painstaking atiention o detail, butl we're committed to making it
happcn.

And we'll further enhance producis, too. Our customers will see a series ol updates Lo our apps
that will bring even more content and functionality to more devices. In addition, our cloud-based
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uscr interface, running on 1P sct-top boxces and next-gencration DVRs, will deliver the biggest
change 1o the video experience that our cusiomers have experienced in a decade,

These arc scheduled for introduction in the sccond half of the year. In HSD, we are planning to
maore than double our network of WiFi Hotspots, with an emphasis on New York City. As Trene
will highlight shortly, we expect that business scrvices will continuc to drive a disproportionate
amount of growth in 2013, So we'll continue to [ocus on and invest in B2B. That means
additional cxpansion of our salcs force and more buildings on nct, as well as more ncw products.

Undcrlying our 2013 prioritics arc greater focus and better and faster decision making. To that
end, we announced organizational changes last weck to mark the final step in our evolution from
decentralized geographic operating units to a more centralized structure that we're internally
calling One Time Warncr Cable.

We cxpect that over timg, this more streamlined organization will deliver new products laster
and better in addition to more reliable service, It will give our employees greater clarity on their
roles and responsibilitics, And of course, we believe these changes will help us to deliver the
operational elficiency and profilable growth that our shareholders demand.

So in summary, wc're gratitied by our many successcs in 2012, and we recognize the need to
continually step up our game to meet the challenges of a world in which technology changes
faster cach year and compcetition continucs to be intcnsc.

We comc to battle well prepared with a fabulous high-capacity nctwork, morc than 50,000
dedicated employees and an org structure that is tailored to address the opportunities and
challenges we face. As I look forward, I am confident that we will succeed.

Thank you. And with that, I'll turn it over to Irene Lo discuss our [inancials,

Irene M. Esteves - Chicf Financial Officer and Exccutive Vice President

Thanks, Rob. And good morning, everyone. I'll start with the fourth quarter highlights on Slide
4,

In the fourth quarter, we grew revenue about 10%, and we drove operating income and adjusted
diluted EPS growth just under 14%. Wc increcased the amount of capital returned to sharcholders
through dividends and share repurchases to $742 million.

In the following slides, I'll give you more insight into fourth quarter trends, point out some of the
key drivers ol our performance and provide some ol our expectations for 2013,

So let's jump right into our financial results on the next slide. Revenuc growth for the fourth
guaricr was driven primarily by acquisitions, busincss scrvices and political advertising,
Excluding acquisitions, revenue growth was 4.29%,
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As you can scc on the slide, we continuc to drive revenue by increasing total ARPU per customer
relationship, which increased 4% over last year and is approaching $120 per month,

We move on to Slide 6, fourth quarter business scrvices revenuc was up 26% or S106 million.
Excluding $17 million from Insight during the quarter, business services revenue grew 22%
year-over-year. That's our 11th consccutive quarter of at least 20% organic growth.

And looking at our organic growth, the $89 million increasc was driven by a 21% growth in
HSD from shared and dedicated Internet access, as well as Mctro Ethernct. 46% growth in
phone, 29% growth in managed and outsourced IT solutions and cloud scrvices and 16% growth
in wholcsale transport revenuc, mostly cell tower backhaul.

And we continug 1o invest in this growth opportunily and cxpccel these investments Lo drive 2013
lotal business services revenue growth in the 20% to 25% range.

For residential services, let's start with revenuc on Slide 7. We remain focused on driving both
subscriber volume, as well as revenue and profit per household. Fourth quarter revenue grew 7%,
and cxcluding the impact of acquisitions, revenue grew 1% driven by a robust 11% growth in
HSD while video revenue was down 3% and voice revenue was down 1%.

Our total residential subscription ARPU per customer relationship increased to S103.79 in the
fourth quarter, up 1.7% (rom last year's (ourth quarter,

Residential HSD ARPU increascd year-over-year for the 15th consccutive quarter, rising 6.3%,
doublg¢ the year-over-year growth rale [rom Q3 '12. The introduction ol a modem (¢e accounted
for about 3/4 of the ARPU growth, Improved subscriber mix also contribuled to this ARPU
growth, as we¢ migrate subscribers to higher-priced ticrs of service,

At quarter end, Turbo, Extreme and Ultimate subscribers comprised over 23% ol our residential
HSD customer base, up from 19% a year ago and just 11% 3 years ago. Vidco ARPU increascd
0.7%, driven by price increascs, a more (avorable video subscriber mix and increased cquipment
rentals. These factors were partially offsct by & decline in vidco-on-demand and premium
channel revenue per sub. Voice ARPU declined 4.1%. Of course, all of these ARPU numbers arc
affccted by the allocation of the bundle discounts.

On our next slide, in the lourth quarter, political ad revenue accounted (or over 3/4 ol our total
advertising growth of 29%. Excluding political, fourth quarter advertising was up a strong 7%,
driven by the acquisition of Insight and the additional ad inveniory on the L.A. RSNs. In
advertising, we achieved a new milestone by crossing the $1 billion mark in annual revenue.

So let's turn 1o Slide 9. Adjusted OTBDA increased 5.6% in the lourth quarter compared to last
year. Fourth quarter total operating expense grew 12.5%, largely driven by acquisitions, LA,
RSN costs, including the Lakers rights Ices and our hiring in busincss seryvices. In Q4, the
combincd net costs from the Lakers and other new initiatives were about $60 million, putting our
[ull year nct cost at §110 million,
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But before we move on to operating income, let me pause for a sccond to tell you what
neighborhood we think we'll be in lor the 2013 revenue and adjusted OIBDA, We expect organic
revenue growth to be around 3% to 4%, comparable to the 3.5% growth ratc in 2012. In addition
lo organic growth, we will have 12 months ol Insight revenue in 2013 compared (o 10 months in
2012, So we cxpect total reported revenuc growth to be in the 4% to 5% range.

However, we expect adjusted OTBDA margin contraction ol 50 to 100 basis points, driven
primarily by programming cost growth pcr sub of around 10% related 10 adding new
programming services and rate increases, the absence ol high-margin political advertising
revenue and approximately 20% higher pension cxpensc.

In order to offsct some of this impact, wc continuc to pursuc opcrational cfficicncics throughout
the company, and Rob touched on some of thosc initiatives. But as you know, our efforts to in-
source the back-office of our phone scrvice will yicld only modest benefits in 2013, the more
significant savings comc in 2014,

As you build your 2013 quarterly modcls, recall that first quaricr margins typically siep down
from Q4 levels due to a variety ol faciors, including the timing ol employee-related expenses like
payroll taxcs and merit increascs, In addition, first quarter 2013 margins will be negatively
impacted by the absence ol high-margin political adverlising revenue booked in Q4, as well as
the timing of the Lakers rights fecs.

Moving on to Slide 10, operating income incrcasced 13.6% to $1.2 billion in the fourth quarter of
'12, rellecting a higher adjusted OIBDA in the lourth quarter 2011 wireless assel impairments,
partially ofTsct by increases in depreciation and amortization.

Higher D&A from Insight was partially oftset by lower depreciation related to the roll-off of
Adclphia and Comcast asscts. Wc incurred $17 million of merger-related and restructuring costs
in the quarter compared to $34 million in the fourth quarter of 2011.

So turning to Slide 11, our (ourth quarter diluted EPS was $1.68. Adjusted diluted TPS, which
excludes a number ol items allecting comparability, increased 14% to $1.57. And these items
allccting comparability (or both periods are detailed in Note 1 1o our press release, We expect
that in 2013, we'll deliver 10% 1o 15% adjusted diluted EPS growih.

Turning to capital spending on Slide 12. Capital spending finished the year as planned, including
about $100 million ol Insight-rclated CapEx, We invested $3.1 billion in total CapEx in 2012 or
14.5% of rcvenuc, a 40-basis-point decrcase from 2011, Business services' capital intensity was
31.9%, and rcsidential, advertising and other capital spending was at 12.8% ol revenue,

Fourth quarter CapEx was down 4% from a year ago to $904 million, and was 16.5% of revenue,
which was a 240-basis-point reduction [rom the lourth quarter of 201 1. Overall, we expect
capital intensity will continue to decline modestly, with full yvear capital spending around $3.2
billion 1n 2013,
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And moving on to free cash flow, excluding bonus depreciation, frec cash flow for the year was
up 25%, primarily due 1o higher adjusted OIBDA, lower pension contributions and lower income
tax payments duc to Insight NOLs and other onctime deductions. This was partially offsct by
higher interest payments and CapFx.

Before I sharc with you our frec cash flow expectations for 2013, let's flip to our favorite Slide
14 to give you a quick update on the impact ol stimulus programs over the next several years, As
vou know, the federal government extended 50% bonus depreciation for 2013 as part of the
American Taxpayer Reliel Act of 2012, This act elfectively delays the large step-down ol bonus
depreciation and tax deferrals for another year.

Assuming around $3.2 billion in 2013 CapEx, wc cxpect that the impact of bonus depreciation
deductions and reversals of prior-year benefits on cash taxes in 2013 will be around the same as
in 2012. The chart on this slidc highlights the net expected cash tax impact from bonus
depreciation as adjusted for the new act for 2017,

But we still cxpect to pay higher overall taxes this year than we did last ycar, given the non-
stimulus-relaled tax benelits we received in 2012, As aresull, we expect 2013 loial (ree cash
Mlow, including stimulus impacts, Lo decling to around $2.3 billion,

Let's move on 1o our capital return slide. We ended the year with net debt and prelerred cquity
totaling $23.5 billion, a $2 billion incrcasc from year-cnd 2011, and our reported Icverage ratio
was 3.01x our last 12 months adjusted OIBDA,

Including the normal adjustments, which include items like the underfunded pension obligations
and facility lcascs, and adjusted for a full year of Insight results, the leverage ratio is closer to our
target. And despite higher net debt year-over-year, our success at raising capital at lower rates
and managing our averagce costs through intcrest rate swaps resulted in a decline in our net
interest cost in the fourth quarter.

Our average cost ol debt has dropped from 6.5% Lo 6.0% over the last 2 vears, That's a 50-basis-

point drop on $26.7 billion of total debt or roughly $130 million of annual interest savings. In the
fourth quarter, we rcturned over 125% of frec cash (low or $742 million in total to sharcholders,

$171 million in dividends and $571 million in share repurchases. This was an increase ol 14% in
sharc repurchascs compared to Q3 and 56% over a ycar ago.

And given our strong and sustainable cash (low gencration, we announced another 16% increase
in our quarterly dividend to $0.65 a share or $2.60 on an annualized basis. And Ict me remind
vou that our sharc repurchasces arc really an outcome of our balance shect philosophy. We'rca
large borrower, and wc're committed to maintaining our solid investment-grade rating. To do
that, we manage 1o 3.25 leverage ratio with the normal adjustments over time,

So in summary, with these fourth quarter results, we have delivered another year of steady
financial performance and we continued to return excess linancial capacily 1o our shareholders, a
total of $2.6 billion in dividends and share repurchases in 2012, We extended our track record
loday by raising our quarierly dividend (or the third conseculive year.
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Thank you. And with that, I'll turn it over to Tom for the Q& A portion of the call.

Tom Robey

Thanks, Irene. Candy, we're ready to begin the Q& A portion of the call. [Operator Instructions|
First question plcasc, Candy?

Question-and-Answer Session
Operator
First question is Doug Milchelson, Deutsche Bank.

Douglas D. Mitchelson - Deutsche Bank AG, Rescarch Division

I guess a question [or Rob, How meaninglully and how quickly can the initiatives you outlined
impact customer churn?

Robert D, Marcus - President and Chicl Operating OfTicer

Doug, it's a great question, and my expectation 1s that certain of these initiatives that are very
cxccution oricnted could have an impact right away. Others will take some time to actually
manifest themselves. Things that relate to customer satisfaction, reducing churn volume or churn
calls in the first instancce will unqucstionably take a longer time to have an impact. Exccution-
related changes, 1 think, can have a more immediate impact. But the goal is to work it on both
fronts, and my hopc is that we scc a better outcome throughout 2013,

Douglas D, Mitchelson - Deulsche Bank AG, Research Division

Yes, I mcan, the follow-up would be -- I mean, I know you don't like talking about potcntial
future video subscriber levels, But given the comment that you've had improvements cach of the
last 3 quartcrs, you've got the initiatives you have underway, 1 mean 1 think pcople arc going to
lcave this ¢all with the expectation that video sub losses are going o start to improve in 2013, Ts
that fair or 1s it rcally too carly to gauge that?

Robert D, Marcus - President and Chiel Operating OlTicer

It's what wc're striving for, but it's carly to gauge any full ycar results.
Opcrator
The next question 1s Jessica Reil Cohen of Bank of America Merrill Lynch,

Jessica Reif Cohen - BolA Merrill Lynch, Research Division
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1 was hoping you could give us some color on your newest RSN. What can you say about the
economics ol the Nodgers RSN? And how diflferent is it (rom the Iakers economics, which you
actually own?

Trene M, Esteves - Chiel Financial Oflicer and Executive Vice President

Hi, Jessica, it's Irenc. The Dodgers deal is similar in cconomics to the Lakers deal in that we're
guarantced access to important sports programming over a long period of time. And our
objcctive here, as it was with the Lakers, is to cnsurc that access to programming at a ccrtain
cost. And we think over the long-term, this will be a lower cost alternative than if we had not
guarantced those rights for the 25-ycear period.

Glenn A, Britt - Chairman and Chicl Exccutive Officer

Jessica, this Glenn. [ just want to emphasize one thing that Irene just said. We do not pretend that
these deals arc incxpensive or cheap. And our sensc is that if we're going to carry these games,
they're going to be expensive when we get them. So what we think we've done with these deals 1s
to minimizc and stabilize the cost over a long time period. But we're not trying to pretend the
first vear 1s really, really cheap or anything.

Jessica Reif Cohen - BofA Merrill Lynch, Research Division

But is this why margins arc coming down in 20137

lrene M. Esteves - Chief Financial Officer and Executive Vice President

Tt really doesn't impact us, Jessica, until 2014,

Jessica Reif Cohen - BofA Merrill Lynch, Research Division

All right, Okay. So can you say anything about the first ycar impact?

Trene M, Esteves - Chicl Financial OfTicer and Exccutive Vice President

It should be minimal. We mighl have a litile bit of starlup cost, bul it's really a4 '14 impact.
Operator

Next question is Phil Cusick, JPMorgan.

Philip Cusick - JP Morgan Chasc & Co, Rescarch Division

I guess, just lollowing up on Jessica's question, can you help us think about the -- are the Lakers

and Dodgers RSN deals sort o more dilutive up (ront and so dragging margins even more than
might have been in a normal or sort of a -- you buying from the previous contract? But then we



Exhibit 2.c.5

expect margins to improve over time. So arc we secing morce pressurc from these given the
structure, but again, you think it's better this way to do it?

Glenn A. Britt - Chairman and Chief Exccutive Otficer
Phil, the answer is no, Again, we think we're stabilizing and minimizing cosis over a long time
period. These -- in both cascs, these rights were up for auction in a scnsc and they were going to

be cxpensive no matter what happenced. We think we've donc the best of the alternatives.

Irene M., Esteves - Chiel Financial OTicer and Executive Vice President

And with the expericnee we've had with the Lakers, we'd say that given the net cost of that deal
compared to where sports rights programming i1s going, that we're confident that we made the
right decision with the Lakers and we're hopeful we made -- we'll find the same with the
Dodgers.

Robert D. Marcus - President and Chief Operating Officer

Tven in the short torm.
Philip Cusick - JP Morgan Chase & Co, Research Division
Can you give us any carly indication on what this should do to '14 margins as well?

lrene M. Esteves - Chief Financial Officer and Executive Vice President

It's 100 carly to say.

Operator

Next question, Laura Martin, Needham & Company.

Laura A. Martin - Nccdham & Company, LLC, Rescarch Division

Iet's leave sports and talk aboul the Google overbuild in Kansas City. Can you guys give us any
updatec as to what's happening to your subscribers and cost down there? And then [ thought the
most interesting thing Lo come oul of CES was the Roku app, and I'd be interestied in you guys
sizing what that might mecan to your capital spending. Could that take that down? And Glenn,
sirategically, should we expect Lo see Lo roll that oul over other platlorms other than the Roku
platform?

Glenn A, Britt - Chairman and Chiel Executive Qlficer
Let me answer the last part, Laura, and then, Rob will do the first part. I think I've said this

before, but I'll repeat it, our goal is to have our video scrvices on every device that is capable of
displaying them and carrying them, So there's all sizes and shapes and varieties ol devices, but

33



Exhibit 2.c.5 34

you should assume wc're actively talking to cverybody and that's our objcctive. So over time,
you will see a series ol announcements such as Roku. Boh?

Robert D. Marcus - President and Chief Opcrating Officer

Yes, and just to amplify what Glenn said, Roku 1s just one example ol many. Whether the actual
expericnce will be attractive to a broad number of customers, 1 think, remains to be scen. So 1
wouldn't anticipate mecaningful impact on our sct-top box cost in the ncar term. [ think this is
morc about the philosophy and dircction we're headed. So going to Google, just at the risk of
repeating what we've said before to put the Google overbuild in context, they have talked about
what will ultimatcly be a 600,000 home build, I think 300,000 of thosc homes arc in our
footprint. And if you gct to the subscriber level, it's something like 100,000 vidco customers and
100,000 HSD customers. So a very small pereentage of our total subscriber basc. And the reality
is most of the action is going to happen towards the back half of this year. So they really haven't
built out very much, and the customer impact we've scen, so far, is cssentially de minimis. That
said, we're hard at work ensuring that our customer rclationships arc strong, that our product sct
1s good. We recently increascd the tiers of service on HSD that we have available in the Google
footprint. And wc're now offering 100 megabits a second scrvice, which is the fastest we're
making available anywhcre. So like with any overbuilder, we're ready for the competition.

Glenn A, Britt - Chairman and Chicl Exccutive Officer

And Laura, if [ could just add one more thing, I think that there's a lot of PR and a lot of hype
about this wholc thing. The rcality is, today, there arc not really applications that require 1
gigabil per sccond. So our philosephy has been 1o keep our speeds in ling with what the market
demands and what it nceds. Therc's no doubt in my mind that the speeds will, over time, get
faster and (aster as they have since we started this in 1996, So T expect some time in the future,
wc'll have 1 gig, maybe 2 gigs. But other than PR and hype, this is not a real nced for anybody
right now,

Operator

Next question is Jason Bazinet, Citi,

Jason B. Bazinet - Citigroup Inc, Research Division

Just had a question cither (or Mr, Marcus or Mr, Britt, T gucss, the entire cable industry 18 now at
a point where they've gone all digital and most ol the execulives seem Lo extol the virtues ol that
decision and claim that it's helped their fundamental results fairly significantly, Do you still
believe thal not going all digital 1s the right move? And il so, do you mind just elaborating on
what it is that you think makes your footprint or operational strategy lundamentally dilTerent

from the rest of the indusiry?

Glenn A. Britt - Chairman and Chicf Exceutive Otficer
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Sure. 1 think if you cut through it all, going all digital is somcthing that cablc opcrators did to
increase the usable capacity in their plan by getting rid ol analog, So in that sense, 1l was
somcthing donc for the benefit of the cable operator, not particularly for the consumer. And it's
somewhat disruptive Lo consumers. Whai we've done is Lo initially creale more capacily by using
switch video, and that's stood us in very good stcad. We most certainly, over time, will be going
more and more lowards all digital, but we're doing it on an evolulionary basis, T actually think
the ultimate all digital is going to be IP digital, not MPEG-2, which is what everybody's stuck
with. So I think that as we evolve Lo that, we'll be doing all things IP and not sort of in this
intermediate phasc. So we actually feel very good about what we've been doing and 1 think the
future il's going to pay big dividends.

Robert D. Marcus - President and Chief Opcrating Officer

Let me just clarily one thing that | mentionad in my prepared remarks. We are, in (acl, in the
process of reclaiming bandwidth that's previously been dedicated to analog video. And the way
wc're going about doing that is, as Glenn mentioned, rather than doing a flash cut and ccasing to
deliver all of the networks in analog, we're starting rcally with the most -- the least viewed
nctworks and kind of chipping away at the lincup and ccasing to dcliver those networks in analog
when a customer, who likes to watch thosc networks but docsn't have a set-top box, raiscs their
hand, then wc provide them with the D-to-A converter. Se we can increase the usable bandwidth,
to use Glenn's term, without some of the related disruption that gencrally is associated with these
transitions. So we think we've struck the right balance, and it's working quite well.

Glenn A, Britt - Chairman and Chiel Executive Officer

I think just to be clear also, we have gone all digital in somc markets wherc we necded the
capacity, So New York City is onc of them and parts of LA, and then maybe some other places,

Operator

Next question, Marci Ryvicker, Wells TFargo,

Marci Ryvicker - Wells Fargo Securities, LLC, Research Division

Tjust had a quick question (or Trene. Can you share with us your thoughts on share repurchase
activity (or 20137 I know last year, you had told us that it should be more than (ree cash low,

Should we ¢xpect the samg thing again?

lrene M. Esteves - Chief Financial Officer and Executive Vice President

Hi, Marci. On (ree cash (low, what we've said is we're guided by our 3,25 leverage ratio, and
we've been very consisient talking about that, and we will continue to use that as a guiding
principle. I'm not giving specific guidance on the pace, but as you look back on our history, you
can sce that we've consistently increased the pace, and that we arc fully committed to 3.25
leverage ratio over time.
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Marci Ryvicker - Wells Fargo Sccuritics, LLC, Rescarch Division

And can you just clarily (or (ree cash lMow guidance there, I've seen a couple of dilTerent
calculations between $2.3 billion and $2.5 billien. Is there a detinitive number for 20137

Irene M. Esteves - Chicf Financial Officer and Exccutive Vice President

We said it will be around $2.3 billion,
Operator
Next question is a Jason Armstrong, Goldman Sachs.

Jason Armstrong - Goldman Sachs Group Inc., Rescarch Division

Rob, you mentioned, | think, in your up(ront remarks that Southern California is the bright spot
operationally. I realize we've obviously talked about the Dodgers deal a decent amount. You
were early in that markel with WiFi initiatives, garly obviously with RSN ownership relative to
the rest of the footprint. Are those the key drivers that are impacting performance there? And to
what extent, do you think, that can service sort of a broader blueprint?

Robert D, Marcus - President and Chiel Operating OfTicer

Yecs. So I think that the programming benefits we got out of the TWC SportsNct and maybc as
significantly, Pac-12 Networks, did definitely help subscriber performance in SoCal in Q4. WiFi,
T think it's still carly days. We've got a nice network of WiF1 Hotspots in L.A., and the cvidence
we have so far certainly suggest the correlation between churn reduction and WiFi utilization.
But candidly, the usage is still at a level that I can't point to 1t having a meaningful impact on
overall subscriber performance. We believe in the benefits of WiFi to our customers, but 1 think
it's a little carly to say that, that's a big driver of the subscriber performance. 1 think morc than
anything else, what [ would attribute it to is superior execution. We've spent a lot of energy and
it's been a long road since the acquisition of the Adelphia and Comeast propertics to hardening
the network, ensuring that the products that we delivered were reliable and statc-ol-the-art, and
cnsuring that our markcting and salcs machinc and our scrvice organization were firing on all
cylinders. And T think we're getting to that point, and that's manifesting itscll in betier subscriber
performance.

Operator
Next, Ben Swinburne, Morgan Stanley.

Benjamin Swinburne - Morgan Stanley, Research Division

Thave, T guess, 2 questions [or Rob, Reb, as you look at the subscriber metrics over the last [ew
vedrs, one 0l the areas that did gel worse in '12 was Double Play, which I'm presuming the vast
majoritly is probably dala and phone. But would leve any color on that line since il seems like an
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arca where you'rc operating from a position of strength and it was pretty solid in '10 and '11. And
then just on the margins in'13, the programming cost number isn't oo surprising, and it leels like
there's other stuff going on around maybe marketing, 1 know there's been some press around
some new marketing initiatives you guys have. And I don'l know il you'd be willing to talk about
the startup losscs, which were, [ think, 110 for '12. Is there a number in ‘13 that we should be
thinking ahout? Because il seems that a lot of the things you've done around CDN and daia
centers, the consolidation and reorg, would be margin cnhancers but doesn't scem like that's
kicking in, in '13. So any color would be helplul.

Robert D. Marcus - President and Chief Opcrating Officer

Yes, 50 let me start with the question on doubles. I'll make a briel comment on marketing then,
I'll flip it over to Irenc to handle the rest of the margins. So Double Play -- first of all, you
mentioned -- you madc reference to data and phenc. In fact, the vast majority of our Double
Plays arc video, data doubles, and that's where we saw the most softness in 2012. This is an arca
I think T highlighted on our Q3 call and it's an arca that wc're going to focus on going into this
year. | think we can do a better job competing with U-versce in particular on the Double Play
front. They've been very aggressive in their Double Play promaotions, most notably in Texas and
to some cxtent, in the Midwest. The focus has been on customers who reside in MDUSs and
gencrally don't take landline phone at all from anyone. They tend to be wircless-only customers.
It's a younger, typically unmarried base, and we just need to re-craft some of our offerings to be
morg responsive to their necds. We haven't yet talked much about our Verizon Wircless
rclationship, but 1 feel that, that's a placc where our Verizon Wireless relationship can actually
position us well. So morc to come on that front, but it's an arca of focus. I guess, onc mechanical
thing that goes withoul saying, and il doesn't take away at all {rom the fact that we're locused on
doublcs, one of the rcasons that doubles have been weaker is our cmphasis has been on triples.
And we probably sold in some triples to customers that otherwise in the past would have taken
doublcs. So somc of this is just trading among bundled subs. But nonctheless, it's an arca of
focus for usin "3,

Trene M, Esteves - Chicl Financial Oflicer and Exccutive Vice President

And then on the margins, if you think about programming, which was $4.6 billion, if that's
growing at 10% a sub, that's a huge impact on our margins. We also mentioned 2 other picce, the
pension expense which is with historically low interest rates, that expense line gocs up, And
wc're -- it's a nonpolitical ycar in '13, so wc're missing that very high-margin political revenuc. In
prior ycars, we also had oflscts Lo some of the programming cxpenscs with large Go Tt Along
savings in our phone busincss, which we're not expecting as much of this ycar. And you asked
about the new initiatives and what we spent in 2012, We will continue to invest behind thosc
busincsses, but becausc it's a multi-year investment, we don't think it makes scnsc to break them
out anymore, But sullice il 1o say, we are continuing to invest behind things like ntelligentHome
rollout and our business scrvices cxpansion, and Rob mentioned, the WiFi. So wc'll continuc to
invest behind those businesses because we think it's right lor the long-term profitability of the
company. So those arc the main drivers of that margin decline that we're cxpecting.

Robert D. Marcus - President and Chief Opcrating Officer
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And just specifically to address your question on marketing, it's true that marketing was up in Q4
vear-over-year, bul [ don't anticipate that being a meaningful driver of margin contraction in '13,
In fact, due to the -- some of organizational changes we've made and actually a trend that started
probably last year, we're gelting more efficient with our marketing dollars, T think we're gelting
morc bang for the buck in everything we spend. We're dedicating more of our dollars to working
dollars, in other words, buying media as opposed 1o some ol the adminisiralive and production
costs, And I think we're actually deing a better job spending marketing dollars more wiscly, So |
don't anticipate thal being a lactor.

Glenn A. Britt - Chairman and Chicf Exceutive Officer

Yes, one thing I'd remind you about margins is that il's a good conversation aboul costs, and it's a
good mcasurc of whether we're managing costs. But at the end of the day, it's a mixture of a
whole bunch of stuff and diffcrent products with different characteristics. And we actually don't
run the business for margin, we run it for the bottom line. So if we can sell morc of a lower
margin product but add to the bottom line, we'll do that. So I just -- I know everybody needs it
for modeling, that wc pay attention to it, but it's not our primary focus. We're focused on the
bottom linc.

QOperator
Next, Richard Greenficld, BTIG.

Richard Greenfield - BTIG, LLC, Research Division

You talked about reducing programming costs, but you've been out of contract, I belicve, with
Starz Encore for a number of years, Just wondering il that's an opportunity [or you 1o make a
dent in the programming cost linc that you mentioned several times during the call? And then on
broadband, it's becoming an increasingly profitable busincss, T mean the modem (¢e is going 1o
have a, say, a notablc impact on 2013's growth. Do you worry or how do you think about the risk
1o broadband sub lces cmerging like what you pay in ESPN 3 today? Could that prolilcrate over
time and chew into any of that revenuc that you're gencrating?

Glenn A. Britt - Chairman and Chicf Exceutive Officer

Rich, ['ll take a shot al both those, First ol all, individual programming deals, [ don't -- I'd be
remiss making any comments at this point, But sullice it to say, we're going to look at everything
hard. On the broadband subject, [ think you raised an inleresling issue because in a world where
there's net neutrality and a push (or net ncutrality, which is cssentially applications and content
people saying they don't want anybady Lo be [avored, there's the potential for reverse network
ncutrality. And T think perhaps an illustration of the government trying 1o pul rules in place too
early withoul really thinking through everything that happened. The essence ol Internet is that
vou provide access to the web and people will go wherever they want and do whatever they want
and what we sell is the access, So | think we need 1o be very carelul aboul turning that into a
business where some application or content providers scck [avor or demand (avor, Tt's not kind
of what this is all aboul,
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Opcrator
Next, John Hodulik, UBS.

John C, Hodulik - UBS Investment Bank, Rescarch Division

First, maybe a quick clarification on the programming cost, You're sccing some real acecleration
per sub in terms of growth, Maybe Glenn, are the iniliatives Lo drive some of these channels -- |
mean, should we keep that number at about 10% going [orward or do you think the initiative to
drive some ol these channels can pul some pressure on that as we move beyond 20137 And then
maybc [rom Rob, can we just get some more detail or could you claboratle on a couple ol the
initiatives you talked about? Firsi, the rollout of the cloud-based [P guide and you talked about
developing morce video apps and cxtending those beyond the home, When -- whal -- can you give
us a liltle bit more detail there and when we can see those?

Glenn A. Britt - Chairman and Chicf Exceutive Officer

On the [irst one, I think it's -- beyond whal we said, [ don't want 1o say much, numerically, But
the actions we're taking are not going to dramatically change the trajectory of programming cost.
I do hope thal we can, over time, improve the perceived price value relationship though and then,
clearly, consumers, particularly people who are under economic duress, are looking at these big
packages and they're saying, il costs more than | can afford, number one. And number two,
there's too many networks 1 never watch and I don't care about. And that's kind of what we're
irying 1o address, Obviously, sports and other really popular programming keep getling more and
more expensive, and that's where most of the money is. But these networks that hang on, I think
they have a birthrate ol carriage even though hardly anybody waiches them, Those are the ones
we're going to be taking a look at.

Robert D), Marcus - President and Chicl Operating OfTicer

And John, with respect to the cloud-based guide, I mean I guess the first thing that's worth
mentioning, and wc've mentioned it before, is that we alrcady have a cloud-bascd guide that's in
front of a couple of hundred thousand customers in a couple of markets and we've had it out
there for a while, and we've learned from it. The cloud-bascd guide I was referring to, is what we
call our hosted navigation product. It will be available back half of this year. It will work on our
new IP sct-top boxces. It will work on what is cssentially a souped-up DVR. Somc pecople have
referred to it as a Gateway device, which has | terabyte of storage, 6 tuners and has the ability to
transcode video into IP, so it can bc consumed not only by the IP sct-top boxcs but by other
devices in the home. So we're looking forward to that. 1 think the experience will be markedly
better than the sct-top box-bascd guide cxperience. There will be casicr navigation, more box art,
better search, all of the things that viewers have come to expect based on their interaction with
video on the web. So I think that's going to be a really cxciting change. Refresh, what was your
question on the video apps?

John C. Hodulik - UBS Investment Bank, Research Division
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Yes, first, is that new guide? And that media guide, will it going to be available in all your
markels in the second hal? And then you said, exlending the apps not just so that they're use(ul
inside the home but potentially I guess, with maybe the...

Robert D, Marcus - President and Chiel Operating OfTicer

So on the guide, look, it will not -- the guide will initially only function on these new picces of
hardware that I'm referring to. So on one level, the proliferation of the guide will be dependent
upon the rollout of the hardware. Whether or not it's available in cvery single markcet, 1 think it's
still too carly to say what the exact rollout schedule is. So we'll give you more as the year
progresscs. On video apps, we already have a pretty healthy portfolio of rights to deliver video
product outsidc thc home. But so far, customers access to those -- the video product, has been
dependent on their visiting the programmers' website. What [ expect later this vear, and in fact
late first quarter, carly sccond quarter, is that those vidco products will find their way into our
apps cven when you're outside the home. So the expericnce will be better in the sensc that the
programming will bc aggregated and casicr 1o navigate. So I think we've listed these before but
obviously, wc have the ESPN suite of scrvices, we have rights with respect to Viacom's
products, Big Ten Network, we have some professional sports product from the lcagucs. It's a
pretty decent list, and 1 think the cxperience will be a lot better once we incorporate them in our

apps.

I see that it's hall past the hour, so that's probably all we have time lor this morning, Thanks,
cveryone, for joining us. And to give a little bit of advanced notice, our next quarterly conference
call will be held on Thursday, April 25 at 8:30 a,m, Eastern Time. Thanks lor joining us, and
have a great day.

Operator

Thank you. That does conclude today's conference. You may disconnect at this time.



