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September 29, 2000

Mr. Scott J. Ullery co
Deputy County Administrator

County of 8anta Barbara COMMUNICATIONS
105 East Anapamu Street, Suite 408
Santa Barhara, CA 93101

Re: Franchise Fees on Cable Modem Internet Access Service

Dear Scott

When we first launched cable modem Internet access service in the Sarta Barbara County Franchige
area, we advised you that we would treat revenues from the provision of such service as revenues
from a cable service. Wa have been collecting franchise fees on this service from our subscnbers

and remitting thern to you accordingly.

We previously Indicated that our treatment of cable modem Intemast accass service revenuss was

— subject to change as the FCC and the courts addressed the appropriate regulatory classification of
cable modem services As you are undoubtedly aware, the U.S. Court of Appeals for the Ninth
Circuit, in which Callfornla is located, recently ruled in the case AT&T v, City of Pontland that cable
modem Internet access service Is not a cable service. In light of this dacislon, our attorneys have
advised us that we are no longer lawfully permitted to collect from our subscnbers any cabie franchise
fees relating to our cable modem Internct access gervice  We will stop collecting and paying fees
related to our cable modem Internet access service as of October 16, 2000. While Cox recognizas
that the Portignd ruling will impact the amount of cable franchise fees to be paid to you undey our
cable franchise agrsement, it will also result in substantial savings to your consttuents and our

custoiners

We assure you that we will continua to collect and remit cable franchise fees on cable services in
accordance with our franchise agreement with you. We will also continue to monitor the classification
of cable modem Intermet access sarvice as this issue is addressed further by the FCC and the courts,
and the revenues sublect to franchlizse fees may change accordingly.

Should you have any questions about this Issue, feel free to give me a call and | will be glad {o
discuss it with you.

> Pfesident & General Manager
N— Cox Communications
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SOCIAL CONTRACT FOR TIME WARNER CABLE

I.  BACKGROUND AND SUMMARY.

The "Social Contract” set out 1n this document (the "Contract™) relates to certain
services and equipment offered by Time Wamer Cable (*"TWC") actually or potentially
subject to regulation under the terms of the applicable provisions of Title VI of the
Communications Act of 1934, as amended ("Act”).

The Federal Communications Commission (*"FCC" or "Commission”) finds that this
Contract will advance the public interest by: (i) assuring fair and reasonable rates for
TWC’s cable service customers; (11) facilitating the creation of a low-cost, lifeline basic
service level; (111) improving TWC’s cable service by substantially upgrading the channel
capacity and technical reliability of its cable systems; and (iv) reducing the administrative
burden and cost of regulation for local governments, the FCC and TWC.

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
adopting the Conunenta) Social Contract,? and its authonty to regulate TWC’s cable
services under the Act, particularly in hight 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 Stat. 1460 (71992 Cable Act™). Except as otherwise provided for herein, this

Contract covers all of TWC’s cable systems as of the Pubhication Date (as hereinafter

YCost of Service Qrder, 9 FCC Red 4527, 1% 295-304 (1994); Public Notice, FCC 95-137
(April 3, 1995)

“Memorandym Opimon and Qrder, FCC 95-335 (released August 3, 1995).
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defined). Untl such time as there is a final decision permitting the transfer of the Laredo,
Texas cable television franchise to TWC, this Contract shall not apply to the affected cable

system serving Laredo, Texas.

II. DEFINITIONS.

The following terms shall have the meanings set forth below. Certain other terms are
defined elsewhere herein.

Al "Basic Service Tier” or "BST” 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 (1) video programming carmed on BST; (i1) video
programming when offered on a per channel, multiplexed, a la carte or per program basis;
(111) any Migrated Product Tier; or (iv) any New Product Tier ("NPT") 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 reasonable rate of return as defined 1n the FCC Cost of Service
Order, sypra, at 1207.

D. *Current Rates™ means those TWC system rates that are in effect as of the
Publicaton Date, or rates that will become effective after the Publication Date and for which
notice was given to subscnbers on or before the Publicauon Date. |

E. "CVI™ means Cablevision Industnes Inc | its subsidianies and affiliates.
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F. "Effective Date™ means the date on which the FCC releases an order
approving this Contract.

G. 'Ehéiblé Subscnibers® means those CPST subscnibers to any of TWC’s cable
systems listed on Appendix A to this Contract at the time Refunds are 1ssued.

H. *Going Forward Rules” means the FCC’s rules adopted in the Sixth Qrder on
Reconsideration, 76 RR 2d 859 (1994), including all subsequent clarifications and
amendments.

I "Migrated Product Tier” or "MPT" means (a) a tier consisting of up to four
services moved from a system’s existing BST or CPST(s) as described in Section II1.D.5. or
(b) any Superstation Tier or any tier consisting of those services remaining on a Preferred
Tier, as defined in Section II1.D. 1., after any excess channels have been shifted to CPST as

descnbed 1n Section 1I1.D.3.

J. "Publication Date™ means the date on which the Commission releases its initial
Public Notice relating to this Contract.

K. "Refund”™ means a prospective bill credit issued to Eligible Subscribers.

L. "Time Wamer Cable™ or "TWC" means the collecuve reference to Time
Warner Entertainment Company, L.P. ("TWE"), TWI Cable Inc. ("TWI Cable”) and Time
Warmner Entertainment-Advance/Newhouse Partnership ("TWE-A/NT), or any subsidiary,
division or affiliate thereof, or, where consistent with the context, any cable system owned or
managed by TWE, TWI Cable or TWE-A/N, except where particular provisions of this

Contract specify a more limited scope.



1.  TERMS AND CONDITIONS OF THE SOCJAL CONTRACT.

A ] rvi Reli
1 Creation of a Low-Cost, Lifeline Basic Service Tier.
a. In order to provide its subscnibers with the option to purchase a

low-cost BST, no later than six months after the Effective Date, TWC wall reduce its BST
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 rates are initially reduced by 10% as described
above, but where BST rates are pending review on the Publication Date, TWC will reduce
its BST rates further by 10% from the level ultimately determined to be reasonable, after
such determination 15 no longer subject to review or appeal. TWC may increase its CPST
rate(s) 1n any system by an amount necessary to recoup the reduction in revenues due to the
10% adjustment 1n the BST rate in that system. Such adjustment to CPST rates shall be
submitted :o the FCC for review. A local franchising authority ("LFA") may elect not to
have TWC implement the BST rate reductuon and corresponding CPST adjustment descnbed
in this paragraph in its franchise area by providing notice to TWC and the Commission no
later than 45 days following the Effective Date. Such notice shall (a) be in wnung, (b) be
addressed to the Office of the Secretary, Federal Communications Commission, 1919 M
Street, N.W., Washington, D.C. 20554, with a copy to Time Warner Cable, 300 Firs:
Stamford Place, Stamford, CT 06902-6732, attention: General Counsel, (c) identify the local
franchising authonty, the community unit identification number for the franchise area, and
(d) reflect the clear ntent to not have TWC implement the BST rate reduction described in
Secuon HL.A.1.a of this Contract.  However, such notice need not meet any other

requirements and may be 1n letter form. An election by a LFA to opt out of the provisions
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of this paragraph shall not otherwise affect the applicability of the remaining provisions of

this Contract 1n such commumty.

b. In order to achieve its goal of creating low-cost BSTs, TWC
will restructure the BST 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 BST to an existing or-newly created CPST (or MPT as
permitted by Section III.D.5.) and not to any service level which would not be subject to rate
review upon the receipt of a valid complaint under current FCC rules. Such restructuring
will not be deemed by the FCC to be a "fundamental change” of any affected service ter.

At the ume 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 rate for the CPST will be equal to the amount of the reduction 1n
the BST m:c. Where the BST channels are shifted to an existing CPST, the rate of the
existing CPST will be increased by an amount necessary to recoup the reduction in revenues
resulting from the reduction in the BST rate as descnbed above. The 10% BST rate
reduction, with CPST offset, will be implemented upon restructunng of such remaining
systems. Nothing herein shall be deemed to affect any otherwise enforceable franchise
provision relating to programming services to be provided by TWC.

2. BST Price Cap.

After implementation of the 10% BST rate reducton descnibed above, all such
reduced BST rates will be subject to a price cap, even in currenuy unregulated TWC
systems. TWC will continue to be permitted to adjust BST rates for changes in external

costs and 1nflauon, subject to any necessary LFA approval. The BST rate reduction referred
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to above will have no adverse effect on any Form 1210 BST rate adjustment 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 Service Tier.

TWC shall not add any addittonal channels to any BST for the term of this
Contract, except where required by applicable law, regulation or contract lawfully entered
into 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-carry rules are
repealed or rendered invalid or inapplicable to TWC by a court of competent jurisdiction,
TWC wall have the nght to substitute any programming service not then carried by such
system for-up to an average (weighted by BST subscnbers) of three local television broadcast
stations deleted from carnage per system covered 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 substtutions shall have no impact on BST rates other than due to the net
change in programming costs. In the absence of must-carry requirements, however, any
local television broadcast stations which TWC continues to carry will 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 subscnibers. Upon receipt of any necessary LFA

approval, TWC will be permitted to implement appropriate BST rate adjustments to reflect

any such added or substituted channels. Such adjustments (other than adjustments to BST



required by any retransmission consent agreement) shall not be subject to the annual BST
adjustment limitation set forth 1n Section M1.G.1.
B. ipmen

TWC 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 pnor to implementation of the first CPST adjustment
authonzed pursuant to Secton HI.F.4., 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 t}:rc FCC, and will submit annual updates to such filings thereafter 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 upon
thirty days’ notice. These revised equipment and installation rates will be subject to refund if
the Commission later concludes that lower region-wide rates are called for by such filings
and applicable rules. Such region-wide equipment and installation charges as TWC
establishes and the Commission approves pursuant to this Contract shall be subject to
enforcement by local franchising authorities. Should any LFA find that TWC's equipment

and installaton rates charged exceed those 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
mnstallation charges permitted by the Commussion.

C. Resolution Of Existing CPST Rate 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 TWC’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, avold 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 ;emed 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 first CPST rate adjustment authonzed
by this Contract, such increase shall be netted against any Current Rate which requires
reduction 1n accordance with the CPST setdements approved by this Contract, provided,
however, all such required reductions to Current Rates shall be implemented no later than 15+
final date for issuance of Refunds pursuant to Secuon 111.1.8.d of this Contract.

5. BST rate disputes will conunue to be resolved in the ordinary course,

pursuant to apphicable FCC rules.



D. 1i Ti

1. The Commission and TWC acknowledge (i) that certain TWE-A/N
systems (the “Migration Systems”) have been providing collective offerings of a la carre
channels which were created between Apnl 1, 1993 and September 30, 1994 and which
consist of one or more (a) low-priced collective offerings, containing pnimarily superstations,
at an average price of less than $0.29 per channel, excluding copyrnight fees (a ~Superstation
Tier™), and (b) low-penetrated collective offerings predominantly containing channels which
had been affirmatively marketed as a separate tier before being offered on an a la carre basis
(a "Preferred Tier”) and (u) that such offerings provided by such Migration Systems
cumulatively contain 1n excess of six channels migrated from BST and/or CPST.

2. Any Superstation Tier offered by a Migration System shall be treated as
a separate MPT. The ininal price of such MPT will be based on the Current Rate of the
Superstad(;n Tier. Where neighbonng TWC systems each offer an NPT or MPT consisting
primanily of superstations and such NPT or MPT would be priced differenty under the
Commission’s regulations and this Contract, an adjustment may be made between or among
such Current Rates on a revenue neutral basis so that a uniform rate for such NPTs/MPTs
may be established. In selecting services to be returned to a CPST in accordance with
paragraph 3 below, the Migration System serving Charlotte, North Carohina and surrounding
areas may move services from a Superstation Tier 1n an effort to achieve a more uniform
line-up among such adjacent NPTs and MPTs. All such uniformly priced NPTs/MPTs shall
be subject to the pnce cap set forth in paragraph 7 below.

3. Any Migrauon System shall select services from the Preferred Tier(s)

to return to a CPST so that the cumulauve number of migrated services remaining on any
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Preferred Tier(s) and any Superstation Tier 1s 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 returned to a CPST from the Preferred Tier(s) shall be offered as a single MPT, separate
from any Superstation Tier. The initial pnice of any such MPT 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 Subscnibers shall be issued a CPST Refund as reflected in
Appendix A.

4. On 1ts own motion, the Cable Services Bureau, consistent with the
terms set forth herein, hereby reconsiders any Letter of Inquiry ("LOI") rulings involving
any Migration System (LOI-93-24; 1.01-93-32; LOI-93-47; LO1-93-48), and TWE-A/N
hereby petitions to withdraw 1ts Applications for Review of such LOI rulings and such
petitions are hereby granted by the Commission. The pninciples in this Section IT1.D.
relating to_thc 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 Migrauon System.

5. On each of its systems which does not, as of the Publication Date, offer
a collective offering of a la carte channels created between April 1, 1993 and September 30,
1994, TWC may move a maximum of four existing BST or CPST services to a single MPT
per system. TWC will set the initial rate for any new MPT created 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 BST or CPST from which such channels are moved
shall be reduced on a per channel basis so that the initial creation of any such MPT shall be

revenue neutral.
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6. TWC may not require the subscription to any ter, other than the BST,
as a condition for subscnbing to an MPT, and may not require subscription to an MPT 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, TWC will not be required to re-market any of the affected services to existing
subscribers. Any services migrated may be offered on an a la carre basis as well as in a
package.

7. For the period prior to Apnl 1, 1997, the price of any MPT established
pursuant to this Section II1.D. may be adjusted solely to reflect unrecovered inflation and
external cost increases, including that currently accrued but uncharged, in the manner
permitted by the Commission’s rules for CPSTs. There will be no limitation on the number
of new services TWC may add to an MPT. The pnce of any such MPT may be increased to
reflect nevu7 services added to the MPT by an amount not to exceed $.20 per added channel,
pltus the actual license fee(s) for the added channel(s).

3. On or after Apnl 1, 1997, TWC may convert any MPT into an NPT,
as defined in 47 C.F.R. § 76.987, including subsequent clarifications or amendments.
Because customers will be able to subscnibe to CPST(s) and an MPT on a stand-alone basis,
as of Apnil 1, 1997 the Commussion will regulate MPT rates in the same manner 1n which
the Commission currenuy regulates NPT pnces. Such NPTs will be treated as all other
NPTs under the Commission’s rules, provided such NPT is offered without a buy-through
requirement of any uer other than the BST.

E. Customer Refunds and CPST Rate R igns. Pursuant to the settlement

of TWC's exisung CPST rate cases as described in this section, TWC vill 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 subscn';ber 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, TWC will provide a Refund to each Eligible Subscriber as set forth in
Appendix A to this Contract.

2. TWC agrees 1o waive its nght to a credit for the franchise fee paid to
the LFA on the CPST Refund amount.

3. Communuties which receive CPST reductions to Current Rates, in
accordance with Section Il1.C.4. of this Contract, are set forth in Appendix A to this
Contract.

F. Infrastructure Uppgrade Requirement.

1. Upgrade Requirement.

TWC will upgrade all 1ts cable systems so as to meet the following technical
standards: each TWC cable system with a present capacity of at least 550 MHz + " have a
bandwidth capacity of at least 750 MHz within five years after the Effective Date; all other
TWC cable systems will have a bandwidth capacity of at least 550 MHz within five years
after the Effective Date. At least 50% of all TWC subscnbers will be served by a system
with a capacity of at least 750 MHz, of which at least 200 MHz 1s expected to be allocated
to digital distnbution.  Fiber-to-the-node architecture will be deployed to improve signal

quality and rehability of such systems. At Jeast 60% of the new analog services added
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during the term of the Contract will be added to the CPST and not to BST, NPT or MPT.
On average (weighted by CPST subs:cn'bers), 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 BST and CPST subscnbers. TWC has selected, and will select, its
systems to be upgraded without discrimination based on socio-economic status.

2. No lmpairment Of [ ocal Authority.

Nothing herein shall restrict the legal authonity of LFAs to negotiate upgrades
for their particular franchise areas which exceed the scope of this Contract.

3. Reporting Requirements.

No later than 90 days following the end of each calendar year during all of
which tﬁc Eontract is 1n 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 shorter period then ended dunng which this
Contract was in effect, setting forth the extent of progress TWC has made to upgrade
systems in compliance with Secuon I1LF.1.; the number of BST and CPST subscnbers
benefitting from such upgrades; system reliability and service improvements resulting from
such upgrades completed dunng the previous calendar year; and TWC’s projected system
upgrade activities dunng the following year of the Contract. Such report will be served on
each LFA. The FCC reserves the nght to inspect the books and records of TWC and

interview corporate employees for the purpose of determining compliance with this Contract.
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4, CPST Rates Subject To Price Cap.

a. Beginning January 1, 1996, TWC will be permitted to increase
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 BST and CPST subscnbers.

b. Dunng 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 term of this Contract, TWC will not avail itself of any additional perchannel
adjustment permitted by the Going Forward Rules for any programming services added to the
CPST after the Effecuve 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 Publicaton Date, any per
channel ad}uslments 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 imtial CPST adjustment authonzed by Section III.F .4.a.
above. Upon implementation of any such wnitial CPST adjustment, net of any per channel
adjustment 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 fees not already passed through to subscnibers associated with any such services
added 1o such systems after the Publicaion Date. TWC will not seek to pass through to
subscnibers any additional capital costs relating to the upgrade requirement in this Contract
pursuant to any provision of the Commission’s rules, including, but not Limited 10, any rules

or policies adopted by the Commission relating 1o the pass through of external costs, upgrade
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incentives, or cost-of-service. TWC reserves the right to seek to pass through additional
capital costs associated with any ui)gmdcs 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 ("NPT"), 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 Meet Target.

If TWC fails to meet the upgrade requirement so as to provide the bandwidth
capacities described in Section IILF.1. of this Contract within the term provided for therein,
the then existing 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
increases (net of inflabon and external cost adjustments) in CPST rates taken under Section
HI.F.4.a. gf this Contract, plus interest computed in accordance with FCC requirements for

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

6. Adjustments To Systems Subject To Contract.

a. TWC shall include any cable systems acquired from CVI1 within
the provisions of this Contract, provided that the CPST settlement provisions of this Contract
shall not apply untl any apphcable setUements 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. Each LFA representing any such system to 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



- 16 -

[I1.A.1.a. of this Contract. The provisions of this Contract will become effective as to any
such additional system upon such ﬁotiﬁcation to affected LFAs, which date shall become the
Publication Date as to such system, and the provisions of this Contract shall extend for a
penod 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 to continue to apply to such system. Such FCC concurrence
shall be expeditiously decided and not be unreasonably withheld. In the event the purchaser
elects not to have the provisions of this Contract apply to any such system, the CPST
subscnibers to such system shall be eligible for the refunds calculated pursuant to Section
HI.F.5. in the event the upgrade commitment described in Section III.F.1. has not been
completed pror to the consummaton of such sale.

) c. The upgrade capital costs set forth 1n Section IILF.1. of this
Contract shall be adjusted, as mutually agreed to by TWC and the Commission, to reflect
any addition or deletion of systems subject to this Contract. The approval from the
Commussion of such adjustment shall be expeditiously decided and not be unreasonably

withheld.

G.  BST And CPST Rate Stability.

1. In the event the }FCC establishes regulations allowing annual
adjustments to BST and CPST rates, with procedures designed to reduce regulatory lag,
TWC agrees to be bound by such regulations and to elect to adjust BST and CPST rates on

an annual basis pursuant to such regulauons, provided, however, TWC shall not be delayed
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in implementing its annual adjustments to CPST rates as set forth in Section HI.F.4. due to
regulatory lag related to the BST ﬁtc approval process.
2. TWC will not elect to file cost-of-service showings to justify BST or
CPST rate levels above the level authonzed by this Contract for any system subject to this
Contract for the term hereof.
H. iti mer Benefi
1. rvice T b h

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 1ts franchised service areas at Cost. If any internal wiring
inslallatjon-is requested to serve additional outlets 1a such schools, it will be provided at
TWC’s Cost of matenials and labor at the applicable Hourly Service Charge; provided,
however, that such internal winng will be provided without charge 1f TWC is able to
coordinate with other comparable electncal wining installation in cases of new construction or
substantial rehabilitation of existing schools. Any such public school may elect to install 1ts
own internal winng and to bear the cost thereof. BST and CPST service will be provided to
each outlet in such schools free of any charges.

b. TWC shall offer service connections, including any requested
internal waring for additional outlets, at Cost to any private Secondary School, as defined by,

and which recerves funding pursuant to, Title 1 of the Elementary and Secondary Education

Actof 1965, 20 U.S.C. § 2413 ¢ seq., and which is located within 200 feet from the
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activated plant of its cable systems. BST and CPST service will be provided to each outlet
in such schools free of any chargés. TWC will offer such service connections to any other
such private Secondary Schools located within its franchised service areas 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 monthly 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 1s appropriate for use 1n the classroom and will
provide suggested curmculum support 1deas.

d. TWC will develop and provide to connected schools materials
for teachers 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
matenals will be provided at no charge to all school districts with connected schools in
franchise areas served by TWC. Additional copies of such matenals will be provided, upon
request, at Cost.

€. Upon successful development by TWC 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 1o the extent it 1s available on the local TWC cable system.
Upon request, each connected school will recerve one free modem and free access to the
TWC/Time Inc. on-line service for use durning the school year. Additional modems will be
made available, upon request, at Cost. Free access to the TWC/Time Inc. on-line service

will be provided through each such modem for use dunng the school year. In addition,
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TWC will sponsor a workshop in each franchise area to educale teachers about the
TWC/Time Inc. on-line service and to provide them with an opportunity for hands-on
training.

f. To the extent a local franchise agreement contains an obligation
to provide connections to schools as agreed to hcrﬁn, TWC agrees not to seek to recover any
such costs for these connections as external or other costs.

2. Hom iring.

a. Pnor to a customer’s termunation of cable service, TWC will
not restrict the ability of a customer to remove, replace, rearrange or maintain any cable
wiring Jocated within the intentor space of the customer’s dwelling unit, so long as such
actions do not interfere with 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 neighbzm'ng customer 1n a multiple dwelling context.

b. TWC will provide customers with a notificatton upon
commencement of service, and annually thereafter, advising them of their nghts relating to
home wiring. Such notice will advise customers that they may either (1) remove, replace,
rearrange or maintain the home winng themselves, (i1) select a qualified third party
contractor, or (u1) request the TWC system provide such service at standard hourly
installation rates, plus matenials at Cost.

c. Such notice will inform customers that if any home wiring 1s
improperly installed or rearranged by anyone other than TWC, and any harmful or improper

signal 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 to
terminate service to any location \i}hcrc signal leakage problems are not corrected.

d. TWC customers will be encouraged to use high quality home
wiring matenals to avoid signal leakage and to maintain signal quality. Such notice will
offer to supply such matenals to subscribers at Cost.

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

approval pnior to its dissemination to its customers, such approval not to be unreasonably

withheld.
I. Miscellaneous Provisions.
1. Modification And Termination.
a. Except as otherwise provided herein, this Contract may not be

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

- b. TWC may petition the Commission to modify or terminate this
Contract based on any relevant change in apphcable laws, regulations or circumstances.
TWC will serve a copy of any such modification or termination petiion, 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 pettion. The FCC’s consent to any such termination or modificaton
petiion shall be demonstrated by an order 15sued by the FCC’s Cable Services Bureau or al

the FCC’s opuion by the Commission itself. The FCC shall act expeditiously on such

petibon 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 tﬁereunder relating to rates (BST, CPST or equipment)
that are favorable to TWC, any TWC system may elect to be relieved from the relevant rate
provisions (Sections II1.A.2., HI.A.3. II1.B., II1.D., I11.F.4. and 1.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 II1.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‘fedemI Jaw and FCC regulations governing cable television programming and
rates in entenng into this Contract, and that the Contract represents an accommodation
between the FCC and TWC that generates substanual public interest benefits.  Consequently,
the Commission agrees not to find any CPST or equipment rate adjustments implemented 1n
accordance with this Contract to be "unreasonable™ under any subsequenty-modified FCC
regulations or under any subsequently-modified applicable statute, 10 the extent the

Commission has discretion under such statute in determining whether any such rate

adjustments are unreasonable.

2. Authority To Enforce Contract.
a. Nothing in this Contract shall restrict the ability of LFAs to

enforce the provisions of otherwise vahd local franchise agreements, local laws, regulations
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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 Date
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. This 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 TWC systems which increase their
CPST rates will still have the night to file complaints with the FCC to the extent permitted
under applicable FCC rules.

b. For purposes of the Commussion’s authonty to enforce any
provision of this Contract against TWC | including enforcement actions brought in U.S.
Distnet Court, TWC agrees that any breach of this Contract by TWC shall be considered the
equivalent of a violation of an order of the FCC, enutling the Commission to exercise any
nghts and remedies attendant to the enforcement of a Commission order. However, aside
from this limited purpose, TWC and the FCC agree that a breach of this Contract by TWC 15
not to be considered by any other party as the equivalent of a violation of an otherwise-vahd
FCC regulauon or FCC order. In parucular, any failure to comply with this Contract shall
not be a basis for any demal of a franchise renewal by, or other enforcement action of, any

LFA.
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3. | i n mpti m D

a. In addition to the specific waivers of the Commission’s rules
identified in the Contract, the Commission order adopting this Contract shall affirmatively
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 finds 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 authonty and with its ability to accomplish its objectives in
entenng into this Contract. Accordingly, the Commission hereby expressly preempts any
state or local law, regulation, ordinance or franchise that is inconsistent or conflicts with this
Contract. The Commission will not assert in any proceeding that TWC’s compliance with
the terms of the Contract violates any Commission rule or order and, in any proceeding
before the bommission brought by a third party, a showing by TWC that it has complied
with the terms of the Contract shall constitute a defense to any claim that TWC’s actions in
meeting the terms of the Contract constitute a violation of any applicable Commisston rule or
order.

b. CPST rate increases referenced 1n Secuon [I1.F.4. of this
Contract will not be subject to prior FCC approval pursuant to Section 76.960 of the FCC
rules or otherwise, even if an adverse decision has been 1ssued by the FCC as to any TWC
CPST rate in the year prior to the Pubhcation Date. Subscnbers to TWC systems which
increase their CPST rates sull have the right 1o file complaints with the FCC to the extent

permitted under apphcable FCC rules.
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4. Effect On Qther Proceedings.

a. The Commission 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 oLhef circumstances involved in consideration of
this Contract or settlement of the pending rate cases will not be used against TWC with
respect to any future proceedings at the Commission. Nor may they be used against TWC as
evidence of any refund liability due subscnibers in any proceeding conducted by any LFA.

b. This Contract is intended to resolve the CPST complaints being
settled in accordance with Section II1.C.; to provide certainty regarding the CPST rate
adjustments determined to be reasonable in accordance with Section III.F.4.) and to
otherwise cover those matters expressly set forth herein. The Commission and TWC
acknowledgc the existence of various lawsuits to which they are both parties. The
Commission and TWC agree that thus Contract shall have no effect on any pending lawsuit to
which TWC is a party or, subject to Section IT1.1.7., on any future challenges to the
Commission’s regulatory authonty that TWC may elect to imtiate, 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 1ts term has ended as
provided for in Section II1.1.1. of this Contract. Accordingly, the Commission and TWC
apree that this Contract does not moot any legal challenge or defense relating to any
provision of the Act or to the Commission’s regulatory authonty that TWC has brought or

may bnng in the future, other than a challenge to the Commission’s regulatory authority to
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enter into and enforce this Contract. The Commussion will not seek to dismiss any such
legal challenge on grounds that thjs‘Contract renders such challenge moot and will acuvely
oppose any assertion in court that this Contract moots any such challenge.

5. Admission ngdoing.

This settlement is without a ﬁnding by the Commission of any wrongdoing by
TWC or any of its systems, subsidianes 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 policy applicable to TWC or any of
its systems, subsidianes or affiliates.

6. Contract In Public Interest.

In consideration of the Commission entering into this Contract, and resolving
and terminating pending CPST cases and complaints in accordance with the terms of this
Contract, TjWC hereby agrees to the terms, conditions and procedures contained in this
Contract. TWC and the Commission each acknowledge that it believes this Contract, and the
terms, conditions and procedures hercof, 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. Legal Challenges.

a. TWC waives any right it may have to any judicial review or
appeal, or any other nght 1o otherwise challenge or contest the vahdity of any order by the
Commission adopung this Contract, or to use this Contract as evidence in any such
proceeding. TWC agrees that the provisions of this Contract shall be incorporated by

reference 1n the Commission’s order formally approving this Contract. TWC and the
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Commission agree that they will each actively defend, before any forum, any Commission
order adopting the provisions of Lhis Contract against any appeal of or other legal challenge
by any third party to any such order. TWC and the Commission each 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 terms of any
Commission order adopting this Contract, TWC agrees, subject to the terms of the
immediately 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 complied 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. Effective Date And Term.

a. The term of this Contract shall commence on the Effective Date
and, subject to Section IL.1.1. above regarding modification and termination and Section
[T1.F.6. above regarding adjustments to systems covered, shall continue in effect for five (5)
years.

b. TWC and the Commission agree to execute this Contract as of
the Effective Date promptly upon issuance by the Commission of an order approving this
Contract.

C. The Commission and TWC expressly acknowledge and agree
that the effectiveness of this Contract 1s conungent upon resolution and termination of TWC’s

CPST proceedings; 1ssuance by the Commission of an order approving the Contract, and
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TWC’s compliance with the terms, conditions, and procedures set forth in the Contract. 1If
this Contract is not approved by Co‘;mmission order and accepted by TWC, or if the Contract
1s otherwise rendered invalid, 1n whole or in part, by final order of any court of competent
junisdiction, 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 1n this Contract at any time after the Effective
Date, proyided, however, as to any system histed on Appendix A, TWC shall not implement
any rate adjustment pursuant to Section III.F.4.a. of this Contract unless the Refund provided
for in Section III.E. has been 1ssued as to such system, or the issuance of such Refund begins
simultaneously with such rate adjustment. All Refunds wall be issued within six months of
the first rate adjustment implemented pursuant to Section [I1.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-ume basis to the
extent that it requires TWC 1o give advance notice of rate and service changes to subscribers.
Such notice shall be provided by the best means practicable, such as newspaper
announcements and/or on-screen messages.  Such preemption shall be limited to the penod
prior to February 1, 1996, If TWC is unable to commence implementation of such refunds
and rate adjustments by January 1, 1996, but commences such implementauon on or before
February 1, 1996, it shall provide at least thirty days notce to LFAs and subscnbers. 1f any
subscnbers cancels his or her subscription to the relevant CPST within thirty days after the
date of the first bill reflecung the CPST adjustment authonzed by this Contract, TWC will

refund to that subscnber the incremental amount attnbutable to such increase.
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9. Public Notice.

The Commission will issue promptly a Public Notice in which the Commission
proposes to adopt the Contract as a final order, and shall provide interested parties with
thirty (30) days to comment on the Contract and an additional fifteen (15) days in which to
file reply comments. |

10.  Force Majeure.

TWC shall not be deemed in breach of its commitments under this Contract in
the event of any delay or failure in performance 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 authonty, government regulations, embargoes, epidemics,
war, terronist acts, riots, insurrections, fires, explosions, earthquakes, nuclear accidents,
floods, strikes, power blackouts, unusually severe weather conditions, or inability to secure
local permits after all diligent efforts by TWC to secure such permits.

11.  Severability.

If any provision, clause or part of this Contract is invalidated by order of any
court having proper junsdiction over the subject matter of this Contract, the remander of
Uns Centract shall not be affected thereby and shall remain 1n full force and effect; provided,
however, that, if either party reasonably determines that such invalidation is material to this
Contract, the parties shall negouate in good faith IQ reconstitute the Contract 1n a form that
1s, to the maximum extent possible, consistent with% both the onginal intent of both parties in

entering into this Contract and the rationale of such invalidation order.
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12. Entire Understanding.

This Contract and its appendices, as either or both may be amended in
accordance with the terms herein, constitute the entire agreement between TWC and the
Commission with respect to the subject matter of this Contract and supersede all prior
agreements and understandings, whether oral or wnitten, between TWC 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 TWC or the Commission which is
not embodied in this Contract, and neither party shall be bound by, or be liable for, any
alleped representation, warranty, promise, inducement, or statement of intention not
embodied 1n this Contract or its appendices.

IN WITNESS WHEREOF, this Social Contract has been duly executed and delivered
by or on behalf of the parties hereto as of the Effective Date as defined herein.

TIME WARNER ENTERTAINMENT COMPANY, L.P. FEDERAL COMMUNICATIONS COMMISSION

Bv: American Television and Communications

Corporation, 10s };Cner(‘;lwpar[ner ) //_ — { .
. b | \
By N o /J’/ (»,f,{ 2 ,AA/,Q/;/C/ (/) By: /Vf/’é,f%éﬂu /L’; Ko /o

Name: james H. Twolatile Name: william F. Caton &

“Title: Viece Presadent Thide: Acting Secretary

TWI CABLE INC.

. 1

By 1 ‘) "ii}k}l\_i‘\ e

Name: Marc “aplelbaum

Title: Vice President

TIME WARNER ENTERTAINMENT-
ADVANCE/NEWHOUSE PARTNERSHIP

Byv: Time Warper Eotertainment Company, L.P.
Managing Parner

[ vgwerican Television and Communications
Corporataon, 1ts general partner

v
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By el Lt 00
MNawme dames H. Doelittle
Title Yhee Presaydent
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