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County of Santa Barbara
105 East Anapamu Street. Suite 406
Santa Barbara, CA 93101

Re: Franchise Fees on Cable Modem Internet Access Service

Dear Scott·

cox
COMMUNICATIONS

When we first launched cable modem Internet accesg Gervice in the Sa~ Barbara County Franchiw
ar~, we advised you that W€ would treal revenues from the provision of such service as revenues
from a cable wrvice. We have been collectmg franchise fees on this service from our subsoib~rs
and remitting them to you accordingly.

We previously Indicated that our treatment of cable modem Inrl!met acea~s service revenuS5 was
subject to chang~ as the FCC and tM coUrt8 addressed the appropriate regulatory claBSlfrcstion of
cable modem services A3 you are undoubtedly aware, the U.S. Court of Appeals for the Ninth
Circuit. In which callfomla is located, recently ruled in the case ~_v, City at PortJ~ that cable
modem Internet aceets 3efYice 19 not a cable Bervlce. In light of this dedslon, our attorneys have
oovi5ed us that we are no longer lawfully permitted to collect from our subscnbe~any cable franchl!l;8
fees relatIng to OUf cable modem Internet access service We will slop collectJng and paying fees
related to our cable modem Internet access ~ervlce 88 of October 15, 2000. While Cox re-cogrnze..s
that the Port'and ruling w/ll impact the amount of cable frenchise fees to be paid to you under our
C3ble franchise agreement. it will £llw relSuf! in ~ub5tantial sBvings to your constituents and our
customers

We <;lS1>ure you that we wIU continue to collect and remit cable franchi~e feeg on C3ble servicea in
occord.mce with our franchise agreement with you .. We will also continue to monitor the dassffication
of C3ble modem InterneT ncceSB service as this issue ;~ addressed further by the FCC and the c:ourt5.
and the revenues SUbject to franchIse fees may c;hange accordl1lgly

Should you hgve any queshons about this Issue, fed free to give me a cell and I will ~ glad 10
diGWSS It with you
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SOCIAL CONTRACT FOR TIM:E \VARNER CABLE

1. BACKGROUND AND SUtxfMARY.,

The ·Social Contract- set out in this document (the ·Contract-) relates to certain

services and equipment offered by Time Warner Cable (-TWC-) actually or potentially

subject to regulation under the terms of the applicable provisions of Title Vl of the

Communications Act of 1934, as amended (-Act-).

The Federal Communications Commission c-FCC· or "Commission·) finds that this

Contract will advance the public interest by: (I) assuring fair and reasonable rales for

TWC's cable service customers; (ii) facilitating the cTe2tion of a low-cost, lifeline basic

sef'r1Ce level; (iii) improving nyC's cable sef'r'ice by substantially upgrading the channel

capacity and technical reliability of its cable systems; and (iv) reducing the administrative

burden and cost of regulation for loca1 governments, the FCC and nyc.

The Contract has been negotiated between TWC and the FCC in accordance with the

FCC's authority to consider and adopt ·social contracts- as an alternative to other regulatory

approaches applicable to cable television rates.!' as modified and amplified in the Order

adoptjng the Continental Social Contract,~ and its authority to regulate TWC's cable

sef'r'ices under the Act, pJ.rticularly in light of the Statement of Policy set forth in Section

2(b) of the Cable Television Consumer Protection and Competition Act of 1992, Pub. L. No.

102-385,106 St.at 1460 ("1992 Cable Act"). Except as othefV>lise provided for herein, this

Contract covers zlll of nyC's cable systems as of the Publication Date (as hereinafter

1'CQ2LQUw~~cOrcJu,9 FCC Rcd 4527, " 295-]04 (1994); PUblic Notice, FCC 95-137
(Apnl I, 1995)

1~1cmQ[illlQ1un QQJ11lQlG1fll,U2ukr, FCC 95-335 (releasetJ August 3, 1995).



- 2 -

defined). Until such time as there is a final dechion permitting the transfer of the Laredo,

Texas cable televis.ion franchise to lWC, this Contract shall not apply to the affected cable

system serving Laredo, Texas.

Il. DEFINlTIONS.

The following terms shall have the meanings set forth below. Certain other tenns are

defined elsewhere herein.

A. wBasic Service Tier wor wESTw means the cable service level which includes

the signals of any local television broadcast stations and any public, educational or

governmental access channel required by the relevant franchise to be carried on the BST.

B. "Cable Programming Service Tier" or "CPST" means any tier of video

programming service, but shall not include (i) video programming carried on BST; (ii) video

program~g when offered on a per channel, multiplexed, a fa carte or per program basis;

(iii) any Migrated Product Tier; or (iv) any New Product Tier (wNIT") as defIned by the

Going Forward Rules and 47 C.F.R. § 76.987.

C. "Cost" means that the prices so designated have been designed to recover

actual costs, including a re250nable rate of return as defined in the FCC Cost of Service

Order, ~, at 121J7.

D. "Current R2les" means those lWC system rates that are in effect as of the

Publication Date, or rates that will become effective afler the Publication Date and for which

notice was given to subscnbers on or before the Publication Date.

E. "CYI" me.1J1S CJblevlslon lndustnes Inc., its subsidiaries and affiliates.
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F. -Effective Date- means the date on which the FCC releases an order

approving this Contract

G. -Eligible Subscribers- means those CPST subscribers to any of nyC's cable

systems listed on Appendix A to this Contract at the time Refunds are issued.

H. "Going Forward Rules- means the FCC's rules adopted in the Sixth Order on

Re1;Qosideration, 76 RR 2d 859 (1994), including all subsequent clarifi~tions and

amendments.

1. -Migrated Product Tier- or -MYf- means (a) a tier consisting of up to four

services movw from a system's existing BST or CPST(s) as described in Section ill.D.5. or

(b) any Superstation Tier or any tier consisting of those services remaining on a Preferred

Tier, as defined in Section HI. D.!., after any excess channels have been shi fled to CPST as

described in Section IIl.D.3.

1. "PubliC<l.tion Date" means the date on which the Commission releases its initial

Public Notice rebting to this Contract

K. "Refund" means a prospective biU credil issued to Eligible Subscribers.

L. "Time Warner Cable" or "TWC" means lhe collective reference to Time

Warner Entertainment Company, L.P. ("nvE"), 1Wl C3ble Inc. ("TWl Cable") and Time

Warner Entertainment-AdvanceJNewhouse Partnership ("lWE-AfN "), or any subsidiary,

division or affiJiate thereof, or, where consistent with the context, any ~ble system owned or

managed by TWE, TWI Cable or TWE-AfN, except where particular provisions of this

Contrdcl specify a more limiteD scope.
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III. TEMIS AND CONPmONS OF mE SOCIAL CONTRACT.

A. Basic Service TIer Rate Relief.

1. Creation of a W>w-C251. Llfeline Basic Serrice TIer.

a. In order to provide its subscribers \Vith the option to pun::hase a

low-cost BST, no later than six months after the Effective Date, lWC will reduce its EST

rates on systems serving at least 85 % of TWC's total subscribers to a level 10% below the

Current Rates. In any system where the BST ratcs are initially reduced by 10% as described

above, but where EST rates are pending review on the Publication Date, TWC will reduce

its EST rates further by 10% from the level ultimately determined to be reasonable, after

such determination is no longer subject to review or appeal. TWC may increase its CPST

rate(s) in any system by an amount necessary to recoup the reduction in revenues due to the

10% adjustment in the BST rate in that system. Such adjustment to CPST rates shall be

submitted to the FCC for review. A local franchising authority CLFA -) may elect not to

have 1WC implement the BST rate reduction and corresponding CPST adjustment described

in this paragraph in its franchise area by providing notice to TWC and the Commission no

bter than 45 days following the EffectIve Date. Such notice shall (a) be in writing, (b) be

addressed to the Office of the Secretary, Federal Communications Commission, 1919 M

Street, N.W., Washington, D.C. 20554, with a copy Lo Time Warner Cable, 300 Firs:,

Stamford Place, Stamford, CT 06902-6732, attention: General Counsel, (c) identify the local

franchising authority, the community unit identjfication number for the franchise area, and

(d) reflect the clear intent to not have TWC implement the BST rate reduction describeD in

SeclJOn IIl.A. I.a of this Conlr.:J.Ct. However, such notice need not meet any other

requirements and may be in letter form. An ekx:tion by a LFA to opt out of the prOVisions
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of this paragIdph shall not otherwise affect the applicability of the remaining provisions of

this Contract in such community.

b. In order to achieve its goal of creating low--cost BSTs, TWC

will restructure the EST on the remaining systems where the BST has not been reduced by

10% as described above so as to create a lifeline-type service. Such restructuring will

involve shifting channels from the EST to- an existing or~ newly created CPST (or IvfPT as

permitted by Section In.D.5.) and not to any service level which would not be subject to Idte

review upon the receipt of a valid complaint under current FCC rules. Such restructuring

will not be deemed by the FCC to be a -fundamentaJ change- of any affected service tier.

At the time of such restructuring, the BST rate will be reduced by an amount equal to the

percentage of the BST channels shifted to CPST. Where the BST channels are shifted to a

newly created CPST, the Idle for the CPST will be equal to the amount of the reduction in

the BST Idte. Where the BST channels are shifted to an existing CPST, the Idte of the

nisting epST will be increased by an amount necessary to recoup the reduction in revenues

resulting from the reduction in the EST rate as described above. The 10% BST rate

rt'duetion, with epST offset, will be implemented upon restructuring of such remaining

systems. Nothing herein shall be deemed to affect any otherwise enforceable franchise

provision relating to programming services to be provided by nyc.

2. EST Pri~Q.

After implementation of the 10% BST rate reduction described above, all such

rt'duced BST rates will be subject to a price cap, even in currently unregulated TWC

<,yslems nve will continue to be permitted to adjust BST rates for changes in ex lema]

costs and Inflation, subjt'"("I to any necessary LFA approval. The SST rate reduction referred
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to above will have no adverse effect on any Form 1210 EST rate adjuslrnent request which

may be pending before an LFA as of the Publication Date or thereafter. Nothing herein shall

authorize review of the reasonableness of any BST rate adjustments in communities where

the LFA has not elected to certify in accordance with Section 76.910 of the Commission's

rules.

3. Additions To Basic Senice Tier..

TWC shall not add any additional channels to any BST for the term of this

Contract, except where required by applicable law, regulation or contract lawfully entered

inlo pursuant to such law or regulation, or to provide additional local origination channels or

other non-satellite delivered channels. In the event that the FCC's must-earry rules are

repealed or rendered invalid or inapplicable to TWC by a court of competent jurisdiction,

TWC \1.-'ill have the right to substitule any programming service not then carried by such

syst.em for up to an average (weighted by BST subscribers) of three local television broadcast

stations deleted from carriage per system CDvered by this Contract, but no more than five

such substitutions on any given system, even if more than five television broadcast stations

are deleted. Such substitutions shall have no impact on BST rates other than due to the nel

change in programming costs. In the absence of must-QIT)' requiremenls, however, any

local television broadcast stations which TWC CDntinues to carry wiU be carried on the BST.

Any such changes to BST will be made only upon provision of thirty days advance notice to

the Commission and to affected LFAs and subscribers. Upon receipl of any necessary LFA

approval, nvc will be permitted to Ifnplemenl appropriate BST rale adjustments to reflect

any such added or subSIHuted channels. Such adjustments (other than adjustments to BST
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required by any retransmission consent agreement) shall not be subject to the annual EST

adjustment limitation set forth in Section Ill.G.l.

B. EQuipment Rates.

lWC will be permitted to establish a blended rate, averaged for each of the

following equipment basket categories: (1) hourly service charge, (2) installations, (3)

remote control devices, (4) non-addressable converters, (5) addressable converters, (6) other

leased equipment, and (7) customer tier changes, by geographic region as reflected on

Appendix B to this Contract (and any reasonable modifications to such regions). Equipment

rates will be adjusted annually to reflect changes in regional equipment Costs in each

category. At least thirty days prior to implementation of the fmt CPST adjustment

authoriI,ed pursuant to Section III.FA., but not sooner than December 1, 1995, TWC will

submit a single Form 1205, or equivalent reasonably acceptable to the Commission, for each

region to the FCC, and will submit annual updates to such filings there4fter for Commission

review. Any data required to support such annual equipment rate adjustments may be based

on the four most recent available quarterly financial figures. TWC may begin charging

revised equipment and installation rates to customers based upon the updated filing uJXln

thirty days' notice. These revised equipment and installation rates will be subject to refund if

the Commission later concludes thaI lower region-wide rates are called for by such filings

and applicable rules. Such region-wide equipment and installation charges as 1WC

establishes and the Commission approves pursuant to this Contract shall be subject to

enforcement by local franchising authorities. Should any LFA find that nvC's equipment

and installation rJtes charged exceed tho'>e permitted by the Commission, the LFA may order
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TWC to make refunds of any excess charges as necessary to comply with the equipment and

installation charges pennitted by the Commission.

C. ResQlptiQD Qf £xis1ine. ePST R1lte Cases.

1. All CPST cases or complaints currently pending before the Commission

are resolved pursuant to and as a result of the adoption of this Contract, as set forth in

Appendix A to this Contract.

2. The Commission has reviewed 1WC's pending CPST filings. In light

of its review, the covenants and representations contained in this Contract, and in express

reliance thereon, and in order to conserve Commission resources, avoid litigation costs, and

achieve the other benefits to the public contained in this Contract, the Commission agrees to

resolve all CPST cases and complaints involving TWC currently pending before it.

3. In addition to those CPST rates which are subject to proceedings that

are being settled as set forth in Appendix A to this Contract, all other Current Rates, as

adjusted for inflation and changes in external costs as of the Publication Date, charged by

TWC for CPSTs are deemed reasonable under the Act and the Commission's rules.

4. At such time as TWC makes its fust CPST rate adjustment authorized

by this Contract, such increase shall be netted against any Current Rate which requires

reduction in accordance with the CPST settJements approved by this Contract, provided,

hQw<;ill. all such required reductions to Current Rates shall be implemented no later than I>::

final date for issuance of Refunds pursuant to Section IlLI.8.d of this Contract.

S. BST rate dispu!es will continue to be resolved in the ordinary course,

pursuant to appliGlbJe FCC rules.
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D. ~tiWltW Product Tiers.

1. The Commission and TWC acknowledge (i) that certain TWE-NN

systems (the "Migration Systems") have been providing collective offerings of a /0 carte

channels which were created between April 1, 1993 and September 30, 1994 and which

consist of one or more (a) low-priced collective offerings, containing primarily superstations,

at an average price of less than $0.29 per channel, excluding copyright fees (a "Superstation

Tier"), and (b) low-penetrated collective offerings predominantJy containing channels which

had been affirmatively marketed as a separate tier before being offered on an a /a carte basis

(a "Preferrerl Tier") and (ii) that such offerings provided by such Migration Systems

cumulatively contain in excess of six channels migrated from BST and/or CPST.

2. Any SuperstaLion Tier offered by a Migration System shall be treated as

a separ.1te MIT. 'The initial price of such l\fPT will be based on the Current Rate of the

Superstation Tier. Where neighboring lWC systems each offer an NIT or MPT consisting

primarily of superstations and such NPT or MPT would be priced differently under the

Commission's regulations and this ContIact, an adjustment may be made between or among

such Current Rates on a revenue neutral basis so that a uniform rate for such NPTsfMPTs

may be establishM. In sel~ting services to be returned to a epST in accordance with

paragraph 3 below. the Migration System serving Charlotte, North Carolina and surrounding

areas may move services from a SupcrstatlOn Tier in an effort to achieve a more uniform

line-up among such adjacent NVfs and MPTs. AU such uniformly priceD NVfsfMPTs shall

be sllbJtx:t to the price cap set forth In pJIagraph 7 below.

3. Any Migr:.ltlOn System shall select services from the Preferrcd Tier(s)

to return to a epST so that the curnublJve number of mIgrateD serVIces remaining on any
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Freferred Tier(s) and any Superstation Tier is no greater than six. The subscriber's bill shall

be adjusted by no more than 25 Cents per such channel returned to the CPST. The services

not returnerl to a CPST from the Preferred Tier(s) shall be offered as a single MPT, separate

from any Superstition Tier. The initial price of any such 1fPT will be based on the Current

Rate of the Preferred Tier(s), reduced by an amount equal to the percentage of channels

shifted to a CPST. Eligible Subscribers s.halI be issued a epST Refund as reflected in

APvendix A.

4. On its own motion, the Cable Services Bureau, consistent with the

terms set forth herein, hereby reconsiders any Leller of Inquiry CLOI-) rulings involving

any Migration System (LOI-93-24; LOI-93-32; LOI-93-47; LOI-93-48), and TWE-A/N

hereby petitions to withdraw its Applications for Review of such LOI rulings and such

petitions are hereby granted by the Commission. The principles in this Section III. D.

relating to the unregulated treatment, for benchmark: calculation purposes, of up to six

migrated channels, as incorporated in such reconsidered LOI rulings, shall be binding on any

LFA decision relating to BST rates charged by any Migration System.

S. On e4ch of its systems which does not, as of the Publication Date, offer

a collective offering of a la cane channels crC2ted between April 1, 1993 and September 30,

1994, TWC may move a maximum of four e:tisting BST or CPST services to a single MFT

per system. TWC will set the initial rate for any new MPT cre3ted pursuant to this

paragraph at the same level, on a per channel basis, that is set for that franchise's CPSTs

under the Contract. The rates for any EST or epST from which such channels are moved

shall be reduced on a per channel basIS .'>0 that the initJal creation of any such MJYf shall be

revenue neutral
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6. 1WC may not require the sUbscription to any tier, other than the EST,

as a condition for subscribing to an MIT, and may not require subscription to an 1fPT as a

condition for subscribing to a CPST. Because the restructuring involved in the creation of

MPT(s) as described herein does not fundamentally change the service provided to

subscribers, 1WC will not be required to re-market any of the affected services to existing

subscribers. Any services migrated may be offered on an a fa cane basis as well as in a

package.

7. For the period prior to April I, 1997, the price of any MIT established

pursuant to this Section Ill. D. may be adjusted solely to reflect unrecovered inflation and

external cost increases, including that currently acxrued but uncharged, in the manner

pennitted by the Commission's rules for CPSTs. There will be no limitation on the number

of new services 1WC may add to an f\.iPT. The price of any such ~fPT may be increased to

reflN:t new services added to the MPT by an amount not to exceed $.20 per added channel,

plus the actual license fee(s) for the added channel(s).

8. On or after Apnl I, 1997, 1WC may convert any MPT into an NPT,

as defined in 47 C.F.R. § 76.987, mcluding subsequent clarifications or amendments.

Because customers will be able 10 subscribe to CPST(s) and an MPT on a stand-alone basis,

as of April 1, 1997 the Commission will regulale MPT rates in the same manner in which

the Commission currently regulates NPT prices. Such NPTs will be treated as all other

NPTs under the Commission's rules. provided such NIT is offered wilhout a buy-through

requnemenl of any tier other than the BST.

E. C.l!~lQm~r Refvnds._iilld ePST R~t!,' ReductiQrrs. Pursuant to the settlement

of nyC s eJ:.lsung epST rale cases as deSCrIbed In this section, nvc \.,'i! [ provide Refunds,
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which in the aggregate total in excess of $4.7 Million, plus interest computed in accordance

with FCC requirements for subscriber refunds, and shall implement CPST rate reductions, on

the terms and conditions, and in the manner, set forth below.

1. In settlement of all CPST complaints involving the review of an FCC

Form 393 and/or FCC Form 1200 submitted by TWC which are pending as of the

Publication Date, mc will provide a Refund to each Bigible Subscriber as set forth in

Appendix A to this Contract.

2. lWC agrees to waive its right to a credit for the franchise fee paid 10

the LFA on the CPST Refund amount.

3. Communities which receive CPST reductions to Current Rates, in

accordance with Section Ill.C.4. of this Contract, are set forth in Appendix A to this

Contract.

F. lnfras1ructure Upgrade R~\liITmeDt.

1. !lPfrade RN]umment.

mc will upgrade all its cable systems so as to meet the folJowing technical

standards: e3ch mc cable system with a present capacity of at least 550 MHz' '; ;!3Ve a

bandwidth capacity of at least 750 MHz within five years after the Effective Dale; all other

TWC cable systems will have a bandwidth capacity of at least 550 r-.illz within five years

after the Effective Date. At least 50% of all 1WC subscribers will be served by a system

with a C2pacity of at least 750 MHz, of which at least 200 MHz is expected to be allocated

to digital distnbutjon. Fiber-to-lhe-node archilecture will be deployed to improve signal

quality and reliability of such systems. At kast 60% of the new analog servIces added
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during the tenn of the Contract will be added to the CPST and not to EST, NIT or MPT.

On average (weighted by CPST subscribers), CPST service offered on the upgraded systems

will contain at least 15 additional channels by the end of the Contract. TWC agrees to invest

$4 Billion in capital costs in connection with the upgrade of its cable systems. At least 60%

of all capital expended in connection with the upgrade commitment described herein shall be

applied for the benefit of EST and CPST subscribers. TWC has selected, and will select, its

systems to be upgraded without discrimination based on socio--economic status.

2. NQ lmpainnent Qf local Authority.

Nothing herein shall restrict the legal authority of LFAs to negotiate upgrades

for their particular franchise areas which exceed the scope of this Contract.

3. Repooing R~ments.

No later than 90 days following the end of each calendar year during all of

which the Contract is in effect, and within 90 days following the end of the last month

following expiration of this Contract other than calendar year end, TWC will provide a

progress report to the FCC, for the year or such shoI1er period then ended during which this

Contract was in effect, settJOg forth the extent of progress TWC has made to upgrade

systems in compliance with Section I1l.F.I.; the number of BST and CPST subscnbers

benefitting from such upgrades; system reliability and service improvements resulting from

such upgrades completed during the previous calendar year; and TWC's projected system

upgrade activities during the following year of the Contract. Such report wIll be served on

each LFA. The FCC reserves the right to inspect the books and records of TWC and

interview cOfJXJrate employees for the purpose of determimng compliance with this Contract.
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4. CPST Rates Subiect To Price Cau.

a. Beginning January I, 1996, TWC will be pennitted to inCTe3Se

the monthly rates for the most highly penetrated CPST on each of its systems by $1.00

during each year of this Contract. These rate increases have been established at a level

designed to recover solely those costs allocable to EST and CPST subscribers.

b. During the life of this Contract, the only other permitted

increases to CPST rates will be for inflation and increases in external costs. In particular,

during the tenn of this Contract, TWC will nOl avail itself of any additional per-<:hannel

adjustment pennined by the Going Forward Rules for any programming services added to the

epST after the Effective Date hereof. Except as to TWC systems which had already

commenced a roll out of the addition of channels to CPST and associated per channel

adjustments pursuant to the Going Forward Rules prior to the PubliCAltion Date, any per

channel adjustments implemented pursuant to the Going Forward Rules by any TWC systems

for services added by such systems after the Publication Date, but prior to the Effective

Date, shall be netted against the initial CPST adjustment authorized by Section m.F.4.a.

above. Upon implementation of any such initial CPST adjustment, net of any per channel

Jdjustment taken by such TWC systems which have added services after the Publication

Date, such TWC systems will be allowed to concurrently adjust CPST rates to reflect any

license fC'es not already passed through to subscribers associated with any such services

added to such systems after the Public.ation Date. TWC will not seek to pass through to

subscribers any additional c3pital costs relating to the upgrade requirement in this Contract

pursuant to any prOVIsion of the Commission's rules, including, but not limited to, any rules

or rXJI,CICS adopted by the CommIssIon relating \0 the pass through of external costs, upgrade
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incentives, or cost-Df-service. TWC reserves the right to seek to pass through additional

Clpital costs associated with any upgrades specified by any franchise agreement, local law,

regulation or ordinance which exceed the requirements of this Contract. Nothing herein shall

affect the ability of TWC to implement any New Product Tier ("NVr), add channels to any

such NPT, or establish rates for any such NPT, subject to the FCC Going Forward Rules, or

to implement any MPT permitted by the terms of this Contract..

5. Failure To l\teet Tareet.

If TWC fails to meet the upgrade requirement so as to provide the bandwidth

Clpacities described in Section m. F.l. of this Contract within the term provided for therein,

the then etisting CPST subscribers to the cable systems as to which such commitment has

not been met will be entitled to refunds (in the form of prospective bill credits) of the

incre~15es (net of inflation and extemal cost adjustments) in CPST rates taken under SecLion

II1.F.4.a. of this Contract, plus interest computed in accordance with FCC requirements for

subscriber refunds, and a liquidated damages penalty of 15 % of such refund amount.

a. TWC shall include any cable systems acquired from CV1 within

the provisions of thIS Contract, provided that the CPST settlement provisions of thIS Contract

shall not apply unLil any applicable settlements are mutually agreed upon between TWC and

the Commission. Addition of any other TWC systems within the provisions of this Contract. .

shall be subject to FCC approval, which will be expeditiously decided and not be

unreasonably withheld. E.ach LFA representmg any such system [0 be added to the

provisions of this Contract shall be served With a copy of the Contract and shall be afforded

a 45·day opportunIty to opt out of the lifeline BST provisions In accordance with Section
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m.A.l.a. of this Contract. The provisions of this Contract ·will become effective as to any

such additional system upon such notification to affected LFAs, which date shall become the

Publication Date as to such system, and the pro-visions of this Contract shall extend for a

period of five years from that date.

b. In the event of a sale of any system during the period of

applicability of this Contract, the purchaser may elect, with the concurrence of the FCC, for

the provisions of this Contract 10 continue to apply to such system. Such FCC concurrence

shall be expeditiously decided and not be unreasonably withheld. In the event the purchaser

ejects not to have the provisions of this Contract apply to any such system, the CPST

subscribers to such system shall be eligible for the refunds calculated pursuant to Section

IILF.5. in the event the upgrade commitment described in Section III.F.I. has not been

completed prior to the consummation of such sale.

c. The upgrade capital costs set forth in Section ill.F.l. of this

Contr3ct shall be adjusted, as mutually agreed to by lWe and the Commission, 10 reOect

any addition or delelion of syslems subject to this Contract. 'The approval from the

Commission of such adjustment shall be e:J:peditiously decided and not be unreasonably

withheld.

G. BST And ePST Ra~tability.

I. In the event the Fee establishes regulations allowing annual

adjustments to BST and epST rates, with procedures designed to reduce regulatory lag,

·nvc agrees to be bound by such regulJtJOns and to elect to adjust BST and epST rates on

an annuaJ bam pursuant to such regulaLlOns, prOVIded, however, Twe shaJi not be delayed
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in implementing its annual adjustments to epST rates as set forth in Section ill.FA. due to

regulatory lag related to the EST rate approval process.

2. TWC will not elect to fue cost-of-service showings to justify EST or

CPST rate levels above the level authorized by this Contract for any system subject to this

Contract for the term herrof.

H. Additional Consumer Benefits..

1. Sl'mce To Public SchoQls.

a. TWC shall offer service connections at one outlet in 100% of

the public schools (Grades K-12) located within 200 feet from the activated plant of its cable

systems. Such connections will be made free of charge and as promptly as possible to all

such schools requesting connections. TWC will offer such service connections to any other

such public schools located within its franchised service areas at COSI. If any internal wiring

Installation is requested to serve additionaJ outlets in such schools, it will be provided at

TWC's Cost of materials and boor at the applicable Hourly Service Charge; VrovideQ,

hQ.~~~L that such internal wiring will be provided without charge if TWC is able to

coordinate .,.,iLh other comparable electncal wiring installation in cases of new construction or

substantial rehabilitation of uisting schools. Any such public school may elect to install its

own internal wiring and to heM the cost thereof. EST and CPST service will be provided to

each outlet in such schools free of any charges.

b. nyC shall offer service connections, including any requested

internal ""iring for additional outJets. at Cost to any private Seconciuy School, as defined by,

and whIch nx:eives funding pursuant to, Title 1 of the Elementary and Secondary Education

f\ct of 1965.20 U.S.c. § 2..tla r:J seg., and which is located within 200 feet from the



- 18 -

activated plant of its cable systems. EST and CPST service 'Nill be provided to each outlet

in such schools free of any charges. TWC will offer such service connections to any other

such priVdte Secondary Schools located within its franchised service a.re.as at Cost. Any such

private Secondary School may elect to install its own internal wiring and to bear the cost

thereof.

C. TWC will provide a free monthl)' educational program listing to

each connected school. Additional copies of such program listings will be provided, if

requested by a school, at Cost. Such educational program listing will identify and describe

programming on the TWC system that is appropriate for use in the classroom and will

provide suggested curriculum sUpJX>rt ideas.

d. nyc will develop and provide to connected schools materials

for tf'2che~ that explain the educational applications of TWC's broadband cable systems.

The materials will include a self-explanatory notebook and video. One copy of such

materials will be provided at no charge to all school districts with connected schools in

franchise areas served by 'IWC. Additional copies of such materials will be provided, upon

request, at Cost.

e, UJX>n successful development by IWC and Time Inc. of an on-

line service for personal computers, TWC will provide each connected school with a free

connection to this on-line service to the extent it is avaiJable on the local TWC cable system.

UJX>n request, each connected school will receive one (ree modem and free access to the

nYC/Time Inc on-line seTVlce for use dunng the school year, Additional modems will be

made available, upon request, at Cost. Fre-e access to the TWCrrime Inc, on-line service

will be provided through each such modem for use dunng the school year. In addition,
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T'NC will sponsor a workshop in each franchise area to educate teachers about the

T'NCrrime Inc. on-line service and to provide them wjLh an opportunity for hands-Dn

training.

f. To the e~tent a local franchise agreement contains an obligation

to provide connections to schools as agreed to herein, TWC agrees not to seek to recover any

such costs for these connections as external or other costs.

2. Home WiriD~.

a. Prior to a customer's termination of cable service, TWC will

not restrict the ability of a customer to remove, replace, rearrange or maintain any cable

wiring localf"{j wjthin the interior space of the customer's dwelling unit, so long as such

actions do not interfere wjth the ability of such TWC system to meet FCC technical

standards or to provide services to. and collect associated revenues from, that customer or

any neighboring customer in a multiple dwelling conte~t.

b. TWC will provide customers wjth a notification upon

commencement of service, and annually thereafter, advising them of their rights relating to

home wiring. Such notice ",'ill advise customers that they may either (i) remove, replace,

reafJdIlge or maintain the home wiring themselves, (ii) select a qualified third party

contldctor, or (iii) request the T\VC system provide such servIce at standard hourly

installation rates, plus materials at Cos\.

c. Such notice will inform customers that if any home wiring is

Improperly installed or rearrdIlged by anyone other than TWC, and any harmful or improper

slgml leakage occurs as a result, the customer may be held responsible for the Cost of
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rectifying the problem. Pursuant to FCC rules, TWC recognizes that it is required La

terminate service Lo any location where signal leakage problems are noL corrected.

d. TWC customers will be encouraged to use high quaJity home

wiring materials to avoid signal leakage and to maintain signal quality. Such notice will

offer to supply such materials Lo subscribers at Cost.

e. TWC will provide a model of this notice to the FCC for

approval prior to its dissemination to its cusLomers, such approval not to be unreasonably

withheld.

I. ~l&ellaneousProvisions.

1. MQdiIiCltl ion Anileaninat ion.

a. Except as otherv,rise provided herein, this Contract may not be

terrninaled or modified without the mutual agreement of TWC and the Commission.

b. TWC may petition the Commission to modify or terminate this

Contract b<L<;ed on any relevant change in applicable laws, regulations or circumstances.

TWC will serve a copy of any such modificaDon or termination petition, and the FCC Public

Notice relating thereto, on the LFAs for the affected systems. In no event shall TWC be

required to make more than one mailing to each LFA for any given modification or

termination request. Interested persons Will have 30 days after the FCC releases an

appropriate Public Notice to comment and 15 days for reply comments before the FCC acts

on any such TWC petition. The FCC's consent to any such termination or modifIcation

petition shall be demonstrated by an order lssuN:l by the FCC's Cable Ser.'ices Bureau or at

the FCC's opllon by the CommiSSion Itself. The FCC shall act expeditiously on such

petition and grant of the peution shall not be unreasonably withheld.
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c. In the event of any changes to the provisions of the Act or any

material changes to the FCC rules thereunder relating to rates (BST, epST or equipment)

that are favorable to lWC, any lWC system may elect to be relieved from the relevant rate

provisions (Sections ill.A.2., ill.A.3., Ill. B., III.D., IIl.F.4. and ill. G.) of this Contract

accordingly, but shall remain bound by all other provisions of this Contract. In the event

any such system elects to be relieved from such contract provisions in favor of such

favorable regulatory provisions such system will only be allowed to recover any incremental

amount that results under such favorable regulatory provisions in excess of any amount

already recovered pursuant to Section III.F.4.a. of this Contract. Nothing herein shall

restrict the ability of any TWC system to adjust CPST rates in the event CPST rates are not

regulateD based upon changes to the Act or FCC regulations.

d. The Commission expressly recognizes that TWC has relied on

the current federal Jaw and FCC regulations governing cable television programming and

rates in entering into this Contract, and that the Contract represents an accommodation

hct"Ncen the FCC aJ1d TWC that generates substantial public interest benefits. Consequently,

the Commission agrees not to find any CPST or equipment rate adjustments implemented in

accordance with this Contract to be ·unreasonable· under any subsequently-modified FCC

regulations or under any subsequently-modified applicable statute, to the extent the

Commission has discretion under such st.3tute in determining whether any such rate

adjustments are unreasonable.

2. t\-!!tQ~ TQ_E:nfQ!:"IT Conlra~.

a. Nothing in this Contract shall restrict the ability of LFAs to

enforce the provIsions of othenYlSC valJd local fra.nchise agreements, llx:al laws, regulalions
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and ordinances that are not the subject of or affected by the terms of this Contract, except

that LFAs may not regulate rates or order refunds for the services and equipment subject to

this Contract except in accordance with the terms of this Contract. Nothing herein shall

affect the enforceability of any otherwise valid preexisting local franchise agreement,

ordinance, local law or regulation which provides benefits which exceed those provided in

this Contract relating to system upgrades or the wiring of schools, nor shall LFAs be

restricted in their authority to negotiate for such additional benefits after the Effective Dale

of this Contract. It is not the intent of either the FCC or TWC that this Contract create any

judicially enforceable rights in any other parties. TIlls Contract shall be enforceable against

TWC by the FCC exclusively and no other party may seek to enforce this Contract as a third

party beneficiary or otherwise, except that subscribers to nyc systems which increase their

CPST rates will still have the right to ftle complaints with the FCC to the extent permitted

under applicable FCC rules.

b. For purposes of the Commission's authority to enforce any

provision of this Contract against nYC, Including enforcement actions brought in U.S.

Distnct Court, TWC agrees that any bre~ch of this Contract by TWC shall be considered the

('{juivaJent of a violation of an order of the FCC, entitling the Commission to exercise any

rights and remedies attendant to the enforcement of a Commission order. However, aside

from this limited purpose, TWC and the FCC agree that a bre~ch of this Contract by nyC is

not to be considered by any other party as the equivalent of a violation of an otherwise-valid

FCC rq:ulation or FCC order. In pJ.I11cular, any failure to comply Wlth this Contract shall

nol be a basls for any denIal of a franchise renewal by, or other enforcement action of, any

LFA.
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3. AU Netessarx 1Yaiyea And Preemvtions Deemed Granted.

d. In addition to the specific waivers of the Commission's rules

identified in the Contract, the Commission order adopting this Contract shall affinnatively

state that any and all waivers of the Commission's rules, and any and all modifications to

Commission forms, necessary to effectuate the terms of this Contract are deemed to be

granted thereby. The Commission fmds that the concurrent exercise of non-federal

regulatory authority over the subject matter of this Contract is an impermissible interference

with the FCC's regulatory authority and with its ability to accomplish its objectives in

entering into this Contract. Accordingly, the Commission hereby expressly preempts any

,t2te or locaJ Jaw, regulation, ordinance or franchise that is inconsistent or conflicts with this

Contract. 'The Commission will not assert in any proceeding that nyC's compliance with

the terms of the Contract violates any Commission rule or order and, in any proceeding

before the Commission brought by a third party, a showing by nYC that it has complied

with the terms of the Contract shall constitute a defense to any claim that TWC's actions in

meetmg the terms of the Contract constitute a violation of any applicable Commission rule or

order.

b. CPST rate increases referenced in Section III. FA. of this

Contract will not be subject to prior FCC approval pursuant to Section 76.9tIJ of the FCC

rules or otherwise, even if an adverse decision has been issued by the FCC as to any TWe

epST rate in the year prior to the Publication Date. Subscribers to nYC systems which

lnCTe;l.S.e their epST rates still have the right to file complaints with the FCC to the extent

permitted under applicable fCC rules.
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4. Erred On Other Proceedinf.S.

a. The Comrniss.ion agrees that it will not institute, on its own

motion, any proceedings against TWC based upon the information obtained during the

consideration of the Contract. In addition, in the absence of additional facts, the

Commission agrees that any allegations and other circumstances involved in consideration of

this Contract or settlement of the pending raleca.ses will not be used against 1WC with

respect to any future proceedings at the Commission. Nor may they be used against TWC as

evidence of any refund liability due subscribers in any proceeding conducted by any LFA.

b. This Contract is intended to resolve the CPST complaints being

settled in accordance with Section m. c.; to provide certainty regarding the CPST rate

adjustments determined to be reasonable in accordance with Seclion m.F.4., and to

otherwise cover those matters expressly set forth herein. The Commission and DVC

acknowledge the existence of various lawsuits to which they are both parties. The

Commis.sion and nYC agree that this Contract shall have no effect on any pending lawsuit to

which nYC is a party or, subject to Section m.1.7., on any future challenges to the

Commission's regulator}! authority that DVC may elect to initiate, other than a challenge to

the Commission's regulatory authonty to enter into and enforce this Contract.

c. The Commission expressly recognizes that this Contract is of

limited duration and scope, and may be modified or terminated before ils teml has ended as

provided for in Section Ill. I. I. of this Contract. Accordingly, the Commission and DVC

agree that this Contract does not moot any legal challenge or defense relating to any

provIsion of the Act O[ tLl the CommIssIon's regulatory authonty that nvc has brought or

mJ.y bnng In the future, other than a challenge (0 the Comnmsion's regubtory authority (0
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enter into and enforce this Contract. The Commission will not seek to dismiss any such

legal challenge on grounds that this Contract renders such challenge moot and will actively

oppose any assertion in court that this Contract moots any such challenge.

5. NQ Admission Qf WroncdQin:.

This settlement is without a finding by the Commission of any wrongdoing by

TWC or any of its systems, subsidiaries or affiliates.. Neither this Contract nor any aspect of

the settlement contained herein constitutes an admission by TWC of any violation of, or

failure to conform to or comply with, any law, rule or poticy applicable to TWC or any of

its systems, subsidiaries or affiliates.

6. CQntlJ\d In Public Interest.

In consideration of the Commission entering into this Contract, and resolving

and tenninating pending CPST cases and complaints in accordance with the tenns of this

Contract, TWC hereby agrees to the terms, conditions and procedures containeD in this

Contract. TWC and the Commission c-ach acknowledge that it believes this Contract, and the

terms. conditions and procedures hereof, provide for and will facilitate a fair and expeditious

resolution of the cases and complaints that are the subject hereof in a manner that serves the

public interest.

7. Ufoal ChaUenm.

a. TWC w<llves any right it may have to any judicial review or

appeal. or any other right to otherwise challenge or contest the validity of any order by the

Commission adopting this Contrac!. or to use this Contract as evidence in any such

pwceedlng nyc agrees that the proVisions of thIS Contract shaJl be incorporated by

reference In the Comrmssion's order formaJly approvIng this Contract. nvc and the
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Commission agree that they will e2ch actively defend, before any forum, any Commission

order adopting the provisions of this Contract against any appeal of or other legal challenge

by any third party to any such order. TWC and the Commission e2ch agree that they will

reasonably cooperate with the other in any such defense of the Contract and any such order.

b. If the Commission, or the United States on behalf of the

Commission, brings an action in any United States District Court to enforce the tenns of any

Commission order adopting this Contract, TWC agrees, subject to the tenns of the

immroiately preceding paragraph, that it will not contest the validity of such Commission

order, or the Commission's authority to enter into the Contract. TWC reserves the right, in

defense of such an enforcement action, to demonstrate that it has compliro with the

provisions of the Contract or to assert its own interpretation regarding any performance

obligations imposed by the Contract which may be subject to dispute.

8. EffN'tive Date And Tenn.

a. The tenn of this Contract shall commence on the Effective Date

and, subject to Section IIl.!.I. above regarding modification and termination and Section

In. F.6. above regarding adjustments to systems coverro, shall continue in effect for five (5)

years.

b. T\\'C and the Commission agree to execute this Contract as of

the Effective Date promptly upon issua.nce by the Commission of an order approving this

Contract.

c. Ttle Commission and TWC expressly acknowledge and agree

that the effectiveness of this Contract IS contJngent upon resolution and termination of nyC s

CPST pm::-eedings; issuance by the CommiSSIOn of an order approving the Contract, and
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nyC's compliance with the terms, conditions, and procedures set forth in the Contract. If

this Contract is not approved by Commission order and accepted by TWC, or if the Contract

is otherwise rendered invalid, in whole or in part, by final order of any court of competent

jurisdiction, the Contract or such part may not be used in any fashion by the fCC in any

legal proceeding.

d. TWC may commence any necessary or appropriate actions to

initiate the rate adjustment processes embodied in this Contract at any time after the Effective

Date, provided, however, as to any system listed on Appendix A, TWC shall not implement

any rate adjustment pursuant to Section Ill.fA.a. of this Contract unless the Refund provided

for in Section Ill. E. has been issued as to such system, or the issuance of such Refund begins

simultaneously with such rate adjustment. All Refunds will be issued within si-x months of

the fust rate adjustment implemented pursuant to Section ITI.F.4.a. To facilitate prompt

initiation of the refunds and rate adjustments authorized by this Contract, any local franchise

agreement or any state or local law or regulation is preempted on a one-time basis to the

ntent that it requires nyC to give advance notice of rate and service changes to subscribers.

Such notice shall be provided by the best medJlS practicable, such as newspaper

announcements and/or on-screen mess.ages. Such preemption shall be limited to the period

prior to February I, 1996. If TWC is unable to commence implementation of such refunds

and rate adjustments by January I, 1996, but commences such implementallon on or before

February I, 1996. it shaJl provide at least thirty days notice to LFAs and subscribers. If any

subscnbers cancels his ur her subscription to the relevant CrST within thirty days after the

(bte of the first bill reflecllng the CPST adjustment authomed by this Contn.ct. TWC will

rcflJnd to that subscnber the Incrementa] amount attnbutable to such inc-case.
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9. Public Notice.

The Commission will issue promptly a Public Notice in wttich the Commission

proIXJ5eS to adopt the Contrdct as a final order, and shall provide interested parties with

thirty (30) days to comment on the Contrdct and an additional fifteen (15) days in which to

fiJe reply comments.

10. Force Maieure.

TWC shall not be deemed in breach of its comrrtitments under this Contract in

the event of any delay or failure in perfonnance by any TWC system from any cause beyond

its reasonable control and without its fault or negligence, including, but not limited to, acts

of God, acts of civil or military authority, government regulations, embargoes, epidemics,

war, terrorist acts, riots, insurrections, fires, explosions, earthquakes, nuclear ac{:idents,

floods, strikes, IXJwer blackouts, unusually severe weather conditions, or inability to secure

1cx:aJ permrts after aU diligent efforts by TWC to secure such permits.

11. Severability.

If any provision, clause or part of this Contract is invaJjdated by order of any

courl having proper jurisdiction over the subject matter of thjs Contract, the remainder of

thl <; Contract shall nol be affected thereby and shaH remain in full force and effect; provided,

bowev~r, that, if either parly reasonably detenmne$ thai such invalidation is material to this

Contract, the parties shaH negotiate in good faith to reconstitute the Contract in a form that

. i
is, to the maJ.imum extent IXJsslble, consistent with! both the original intent of both parties in

entering into this Contract and the ratJOnaJe of sucH invalidalion order.
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12. Entire Understandin~.

This Contract and its appendices, as either or both may be amended in

accordance with the terms herem, constitute the entire agreement between TWe and the

Commission with respect to the subject matter of this Contract and supersede all prior

agrccments and understandings, whether oral or written, between '!WC and the Commission

with respect to the subject matter of this Contract. No representation, warranty, promise,

inducement, or statement of intention has been made by lWC or the Commission which is

not embodied in this ContJdct, and neither party shall be bound by, or be liable for, any

alleged representation, warranty, promise, inducement, or statement of intention nol

embodIed in this ContrJ.cl or its appendices.

IN \VITNESS \VHEREOF, this Social ContJdct has been duly executed and delivered

by or on behalf of the parties hereto as of the Effective Date as defined herein.
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